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These materials are important and require your immediate attention. If you are in doubt as to how to make such
decisions please contact your financial, legal, tax or other professional advisors. No securities regulatory
authority in Canada or elsewhere has expressed an opinion about, or passed upon the fairness or merits of, the
transactions described in this document, the securities being offered pursuant to such transactions or the
adequacy of the information contained in this document and it is an offense to claim otherwise.
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May 20, 2016
Dear Securityholder,
You are invited to attend a special meeting (the “Empire Meeting”) of the holders of common shares (“Empire
Shares”) and holders of options (“Empire Options”) to acquire Empire Shares (collectively the “Empire
Securityholders”) of Empire Industries Ltd. (“Empire”) to be held at the offices of Carscallen LLP located at
Suite 1500, 407 – 2 Street SW, Calgary, Alberta, T2P 2Y3 at 10:00 a.m. (Calgary time) on June 21, 2016.
At the Empire Meeting, Empire Securityholders will be asked to consider and vote upon a statutory plan of
arrangement (the “Arrangement”) under the provisions of the Business Corporations Act (Alberta) involving
Empire, Tornado Global Hydrovacs Inc. (“Holdco”) and Tornado Global Hydrovacs Ltd. (“Tornado”), the holders
of Empire Shares and the holders of Empire Options, proposed to be implemented pursuant to an arrangement
agreement among Empire, Holdco and Tornado dated May 17, 2016 (the “Arrangement Agreement”).
The purpose of the Arrangement is to spin-off our hydrovac business from Empire. The transfer of our hydrovac
business to a separate entity owned by our shareholders is expected to increase the value of both our media-based
attractions and steel fabrication business as well as our hydrovac business. The Arrangement will allow the market
to value the businesses on a stand-alone basis against appropriate peers and enhance the ability of each business to
access capital. The Arrangement is expected to enhance the ability of each company to pursue its own corporate
objectives and strategies, while allowing shareholders to continue to participate in both businesses. Following
completion of the Arrangement, our hydrovac business will be owned by Tornado. You will receive one share of
Tornado for every eight (8) Empire Shares that you own.
In order for the Arrangement to proceed, a special resolution to be considered by the Empire Securityholders
approving the Arrangement (the “Arrangement Resolution”) must be approved by at least 66 2/3% of the votes
cast by holders of Empire Shares and Empire Options, voting as separate classes, present in person or represented by
proxy at the Empire Meeting. The Arrangement is also subject to the approval of the Court of Queen’s Bench of
Alberta and all other necessary regulatory approvals, including the TSX Venture Exchange. If all conditions
specified in the Arrangement Agreement are satisfied or waived, it is anticipated that the Arrangement will become
effective on or about June 27, 2016.
All of the directors and executive officers of Empire together with certain shareholders holding in excess of 10% of
the issued and outstanding Empire Shares, holding in aggregate 99,478,655 Empire Shares (representing
approximately 38.3% of the Empire Shares eligible to vote at the Empire Meeting) and 15,070,000 Empire Options
(representing approximately 66.3% of the Empire Options eligible to vote at the Empire Meeting) have entered into
voting support agreements with Empire pursuant to which they have agreed to vote in favour of the Arrangement
Resolution and to otherwise support the Arrangement.
The Arrangement is expected to close on or about June 27, 2016 but not later than June 30, 2016. The
accompanying management information circular and proxy statement provides detailed information regarding
Empire and Tornado and a detailed description of the Arrangement and the matters to come before the Empire
Meeting. Please give this material your careful consideration and, if you require assistance, consult your financial,
legal, tax or other professional advisor.
To be represented at the Empire Meeting, you must either attend the Empire Meeting in person or complete and sign
the enclosed form of proxy and forward it so as to reach or be deposited with CST Trust Company, the registrar and
transfer agent for Empire, at P.O. Box 721 Agincourt, Ontario, or by facsimile at 1-866-781-3111 (North America)
or (416) 368-5202 (International), or through the website of CST Trust Company at www.cstvotemyproxy.com at
least 48 hours (excluding Saturdays, Sundays and statutory holidays in Alberta) prior to the Empire Meeting or any
adjournment or postponement thereof.

If you are a non-registered Empire Securityholder and have received these materials from your broker or another
intermediary, please complete and return the proxy, voting instruction form or other authorization form provided to
you by your broker or intermediary in accordance with the instructions provided. Failure to do so may result in your
Empire Securities not being eligible to be voted at the Empire Meeting. See “General Proxy Matters of Empire Advice to Beneficial Holders of Empire Securities” in the Circular.
If you are a registered Empire Securityholder, please complete the enclosed Empire Letter of Transmittal and, if
applicable, the enclosed Section 85 Election Package, in accordance with the instructions included, sign and return
them to the depositary, CST Trust Company, in the envelope provided, together with the share certificate(s)
representing your Empire Shares and any other required documents. The Empire Letter of Transmittal contains
complete instructions on how to exchange the share certificate(s) representing your Empire Shares and receive your
New Empire Common Shares and Tornado Class “A” Shares and the Section 85 Election Package contains
complete instructions on how to make certain tax elections that may be relevant to you for the purpose of deferring
income tax that you may otherwise be required to pay arising as a result of the Arrangement. You will not receive
your New Empire Common Shares and Tornado Class “A” Shares until after the Arrangement is completed and you
have returned your properly completed documents, including the Empire Letter of Transmittal, the share
certificate(s) representing your Empire Shares and any other documents reasonably requested, to CST Trust
Company. If your Empire Shares are not registered in your name but are held by a nominee, please contact your
nominee for instructions.
We are excited about the future of Empire Industries and Tornado Global Hydrovacs. We thank you for your
continued support.

(signed) “Guy Nelson”
Guy Nelson
Executive Chairman and Chief Executive Officer
Empire Industries Ltd.
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NOTICE OF SPECIAL MEETING OF
CERTAIN SECURITYHOLDERS OF EMPIRE INDUSTRIES LTD.
NOTICE IS HEREBY GIVEN that, pursuant to an order (the “Interim Order”) of the Court of Queen’s Bench of
Alberta dated May 19, 2016, a special meeting (the “Empire Meeting”) of the holders of common shares (the
“Empire Shares”) and the holders of options (the “Empire Options” and together with the Empire Shares the
“Empire Securities”) to acquire Empire Shares (collectively the “Empire Securityholders”) of Empire Industries
Ltd. (“Empire” or the “Corporation”) will be held on Tuesday, June 21, 2016, at the offices of Carscallen LLP
located at Suite 1500, 407 - 2 Street SW, Calgary, Alberta, T2P 2Y3 at 10:00 a.m. (Calgary time) for the following
purposes:
1.

to consider, pursuant to an interim order of the Alberta Court of Queen’s Bench (the “Court”) dated
May 19, 2016 (the “Interim Order”) and if thought advisable to approve, with or without amendment, a
special resolution (the “Arrangement Resolution”) approving an arrangement (the “Arrangement”)
under section 193 of the Business Corporations Act (Alberta) (the “ABCA”) involving Empire, Tornado
Global Hydrovacs Ltd. (“Tornado”) and Tornado Global Hydrovacs Inc., the full text of which is set forth
in Appendix F to the accompanying management information circular (the “Circular”), all as more
particularly described in the accompanying Circular; and

2.

to transact such further and other business as may properly be brought before the Empire Meeting or any
adjournment or postponement thereof.

Specific details of the matters to be put before the Empire Meeting are set forth in the Circular. A copy of the
Arrangement Agreement in respect of the Arrangement is attached as Appendix A to the Circular.
Each Empire Share entitled to be voted at the Empire Meeting will entitle the holder to one vote at the Empire
Meeting in respect of each matter to be voted on at the Empire Meeting. Each Empire Option entitled to be voted at
the Empire Meeting will entitle the holder to one vote at the Empire Meeting in respect of the Arrangement
Resolution. The Circular also contains copies of the plan of arrangement that will implement the Arrangement (the
“Plan of Arrangement”), the Interim Order and the notice of application for the final order of the Court in respect
of the Arrangement.
The record date (the “Record Date”) for determination of Empire Securityholders entitled to receive notice of and
to vote at the Empire Meeting is May 11, 2016. Only those Empire Securityholders named in the list of Empire
Shares and Empire Options prepared as of the close of business on the Record Date will be entitled to notice of, to
attend and to vote the Empire Securities shown opposite such Empire Securityholder’s name at the Empire Meeting,
provided that, to the extent that an Empire Securityholder transfers ownership of any Empire Securities after the
Record Date and the transferee of those Empire Securities establishes ownership of such Empire Securities and
demands, not later than ten (10) days before the Empire Meeting, to be included in the list of Empire Securityholders
eligible to vote at the Empire Meeting, such transferee will be entitled to vote those Empire Securities at the Empire
Meeting.
To be represented at the Empire Meeting, you must either attend the Empire Meeting in person or complete and sign
the enclosed form of proxy (BLUE for holders of Empire Shares and GREEN for holders of Empire Options) and
forward it so as to reach or be deposited with the CST Trust Company, the registrar and transfer agent for Empire, at
P.O. Box 721, Agincourt, Ontario, or by facsimile at 1-866-781-3111 (North America) or (416) 368-5202
(International), or through the website of CST Trust Company at www.cstvotemyproxy.com at least 48 hours
(excluding Saturdays, Sundays and statutory holidays in Alberta) prior to the Empire Meeting or any adjournment or
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postponement thereof. Empire Securityholders should have the form of proxy in hand when they access the web
site. Empire Securityholders will be prompted to enter their control number, which is located on the form of proxy.
If Empire Securityholders vote by internet, their vote must be received at least 48 hours (excluding Saturdays,
Sundays and statutory holidays in Alberta) prior to the Empire Meeting or any adjournment or postponement
thereof. The website may be used to appoint a proxy holder to attend and vote on an Empire Securityholder’s behalf
at the Empire Meeting and to convey a Empire Securityholder’s voting instructions. Please note that if an Empire
Securityholder appoints a proxy holder and submits his or her voting instructions and subsequently wishes to change
his or her appointment, such Empire Securityholder may resubmit his or her proxy and/or voting direction, prior to
the deadline noted above. When resubmitting a proxy, only the last and most recently submitted proxy will be
considered provided that it is submitted by the deadline noted above. The time limit for deposit of last proxy is
submitted by the deadline noted above. The time limit for deposit of proxies may be waived by the chair of the
Empire Meeting (the “Chair”) at his discretion and without notice and the Chair is under no obligation to accept or
reject any particular late proxy.
For registered Empire Securityholders, the enclosed Letter of Transmittal must be completed and returned to the
office of CST Trust Company at the address on the back page of the Letter of Transmittal, with the certificate(s)
representing your Empire Shares, in order to receive New Empire Common Shares and Tornado Class “A” Shares
(as such terms are defined in the Circular) which are to be issued in exchange for your Empire Shares upon the
effective date of the Arrangement and transactions contemplated therewith.
If you are a non-registered Empire Securityholder and receive these materials through your broker or through
another intermediary, you should carefully follow any instructions provided to you by that intermediary with respect
to the voting of your Empire Securities and the delivery of the certificates representing your New Empire Common
Shares and Tornado Class “A” Shares.
You may, if applicable, complete and return the enclosed Section 85 Election Package by following the instructions
provided in order to defer certain taxes which may otherwise be payable in connection with the completion of the
Arrangement. Empire Shareholders should seek advice from their own legal and tax advisors to determine whether
they are required to complete and return the enclosed Section 85 Election Package.
Pursuant to the Interim Order, registered Empire Securityholders have the right to dissent with respect to the
Arrangement Resolution and, if the Arrangement Resolution becomes effective, to be paid the fair value of their
Empire Securities in accordance with the provisions of section 191 of the ABCA, as modified or supplemented by
the Interim Order. An Empire Securityholder’s right to dissent is more particularly described in the Circular and the
text of section 191 of the ABCA and a copy of the Interim Order are set forth in Appendix G and Appendix D to the
Circular, respectively. A dissenting registered Empire Securityholder must send a written objection to the
Arrangement Resolution, which written objection must be received by Empire c/o its counsel, Carscallen LLP,
Suite 1500, 407 – 2 Street SW, Calgary, Alberta, T2P 2Y3, Attention: John A. Brigidear, by 4:00 p.m. (Calgary
time) on or prior to June 14, 2016 or, if the Empire Meeting is not held on June 21, 2016, on or prior to the Business
Day that is five (5) Business Days prior to the date of the Empire Meeting as adjourned or postponed and must
strictly comply with the dissent procedure described in the Circular.
It is strongly recommended that Empire Securityholders desiring to exercise rights of dissent seek independent legal
advice as the failure to strictly comply with the requirements set forth in section 191 of the ABCA in respect of the
Arrangement Resolution, as modified or supplemented by the Interim Order, may result in the loss of any right to
dissent. Persons who are beneficial owners of Empire Securities registered in the name of a broker, custodian,
nominee or other intermediary who wish to dissent should be aware that only registered Empire Securityholders are
entitled to dissent. Accordingly, a beneficial owner of Empire Securities desiring to exercise the right to dissent must
make arrangements for the Empire Securities beneficially owned by such owner to be registered in such owner’s
name prior to the time the written objection to the Arrangement Resolution is required to be received by Empire or,
alternatively, make arrangements for the registered Empire Securityholder to dissent on behalf of such owner. See
“Details of the Arrangement – The Plan of Arrangement” in the Circular.
The enclosed form of proxy confers discretionary authority in respect of amendments or variations to the matters of
business to be considered at the Empire Meeting and with respect to other matters which may properly come before
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the Empire Meeting or any adjournment thereof. As of the date hereof, management of Empire knows of no
amendments, variations or other matters to come before the Empire Meeting.
It is the intention of the persons named in the enclosed form of proxy, if not expressly directed otherwise in
such form of proxy, to vote in favour of the Arrangement Resolution and the other matters to be considered
at the Empire Meeting.
DATED at the City of Calgary, in the Province of Alberta, this 20th day of May, 2016.
BY ORDER OF THE BOARD OF DIRECTORS OF
EMPIRE INDUSTRIES LTD.
(signed) “Guy Nelson”
Guy Nelson
Executive Chairman and Chief Executive Officer
Empire Industries Ltd.
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MANAGEMENT INFORMATION CIRCULAR
AND PROXY STATEMENT
These securityholder materials are being sent to both registered and non-registered owners of the securities. If you
are a non-registered owner and Empire or its agent has sent these materials directly to you, your name, address and
information about your holdings of securities have been obtained in accordance with applicable securities regulatory
requirements from the intermediary holding on your behalf.
By choosing to send these materials to you directly, Empire (and not the intermediary holding on your behalf) has
assumed responsibility for: (i) delivering these materials to you; and (ii) executing your proper voting instructions.
Please return your voting instructions as specified in the request for voting instructions.
Introduction
This management information circular (together with all appendices and schedules hereto, the “Circular”) is
furnished in connection with the solicitation by management of Empire Industries Ltd. (“Empire”) of proxies to be
used at the special meeting of holders of common shares (“Empire Shares”) and holders of options to acquire
Empire Shares (“Empire Options”) of Empire (collectively the “Empire Securityholders”) to be held on June 21,
2016 (the “Empire Meeting”) or at any adjournment or postponement thereof for the purposes set forth in the
accompanying notice of the Meeting (the “Notice of Meeting”).
No person has been authorized to give any information or make any representation in connection with the
Arrangement or other matters to be considered at the Empire Meeting, other than those contained in this Circular,
and if given or made, any such information or representation must not be relied upon as having been authorized.
This Circular does not constitute an offer to sell or a solicitation of an offer to purchase any securities or the
solicitation of a proxy by any person in any jurisdiction in which such an offer or solicitation is not authorized or in
which the person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful
to make such an offer or solicitation of an offer or a proxy solicitation. Neither the delivery of this Circular nor any
distribution of the securities referred to in this Circular will, under any circumstances, create an implication that
there has been no change in the information set forth herein since the date as that such information is given in this
Circular. The information contained in this Circular is given as of May 20, 2016, unless otherwise stated.
The Arrangement and the securities issuable under the Arrangement have not been approved or disapproved
by any securities regulatory authority in Canada nor has any securities regulatory authority in Canada
passed upon the fairness or merits of the Arrangement or upon the adequacy or accuracy of this Circular.
Any representation to the contrary is a criminal offence.
Information contained in this Circular should not be construed as legal, tax or financial advice and Empire
Securityholders should consult their own legal, tax and financial advisors in their jurisdiction of residence with
respect to the matters described in this Circular and in the documents incorporated by reference herein.
Unless otherwise stated, all references to “$” in this Circular refer to Canadian dollars.
All summaries of, and references to, the Arrangement Agreement, the Arrangement and the Plan of Arrangement in
this Circular are qualified in their entirety by reference to the complete text of the Arrangement Agreement and the
Plan of Arrangement, copies of which are attached as Appendix A – “Arrangement Agreement” and Schedule A to
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Appendix A – “Arrangement Agreement”, respectively. You are urged to carefully read the full text of the
Arrangement Agreement and the Plan of Arrangement.
All capitalized terms used in this Circular (excluding the Appendices hereto unless stated otherwise) but not
otherwise defined herein have the meanings set forth herein under “Glossary of Terms”. Details of the Arrangement
are set forth under the heading “The Arrangement”. For details of the matters to be considered by the Empire
Securityholders see “Matters to be Considered at the Empire Meeting”.
Notice to United States Securityholders
THE ARRANGEMENT AND THE SECURITIES ISSUABLE UNDER THE ARRANGEMENT HAVE NOT
BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND EXCHANGE COMMISSION
(THE “SEC”) OR THE SECURITIES REGULATORY AUTHORITY OF ANY STATE OF THE UNITED
STATES, NOR HAS THE SEC OR ANY SUCH STATE SECURITIES REGULATORY AUTHORITY
PASSED UPON THE FAIRNESS OR MERITS OF THE ARRANGEMENT OR UPON THE ADEQUACY
OR ACCURACY OF THE CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENCE.
The New Empire Common Shares, Tornado Class “A” Shares and Empire Options to be issued and distributed
under the Arrangement have not been and will not be registered under the U.S. Securities Act or the applicable
securities laws of any state of the United States and will be issued and distributed in reliance on the Section 3(a)(10)
Exemption on the basis of the approval of the Court, which will consider, among other things, the fairness of the
terms and conditions of the Arrangement to the Shareholders, and corresponding exemptions under applicable
securities laws of any state of the United States. See “The Arrangement – Court Approval” and “Securities Law
Matters – United States Securities Laws”.
The New Empire Common Shares and Tornado Class “A” Shares to be issued and distributed under the
Arrangement will be freely transferable under U.S. federal securities laws, except that the U.S. Securities Act
imposes restrictions on the resale of securities received by any person who is or has been an “affiliate” of the issuer
at the time of, or within ninety (90) days before, the resale of such securities. See “Securities Law Matters – United
States Securities Laws”.
The solicitation of proxies made pursuant to this Circular is not subject to the requirements of Section 14(a) of the
U.S. Exchange Act, based on exemptions from the proxy solicitation rules for “foreign private issuers” as defined in
Rule 3b-4 under the U.S. Exchange Act. Accordingly, the solicitation of proxies contemplated in this Circular is
made in the United States for securities of issuers located in Canada and is being effected in accordance with
Canadian corporate laws and Canadian securities laws, and this Circular has been prepared in accordance with
disclosure requirements applicable in Canada. U.S. Empire Securityholders should be aware that disclosure
requirements under Canadian securities laws differ from the disclosure requirements applicable to proxy statements,
prospectuses or registration statements under United States corporate and securities laws. Therefore, information
concerning assets and operations of Empire and Tornado and other matters contained herein is not comparable in all
respects to similar information for United States companies.
The financial statements of Empire and Tornado and other financial information included or incorporated by
reference in this Circular have been prepared in Canadian dollars. The financial statements of Empire and Tornado
and other financial information included or incorporated by reference in this Circular have been prepared in
accordance with IFRS, and are subject to Canadian auditing and auditor independence standards, which differ from
United States generally accepted accounting principles and United States auditing and auditor independence
standards in certain material respects. Consequently, such financial statements and other financial information are
not comparable to financial statements of United States companies prepared in accordance with United States
generally accepted accounting principles and that are subject to United States auditing and auditor independence
standards. Likewise, pro forma information concerning the assets and operations of Empire and Tornado contained
or incorporated by reference herein has been prepared in accordance with Canadian standards and is not comparable
in all respects to similar information for United States companies.
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The enforcement by U.S. Empire Securityholders of civil liabilities under U.S. federal securities laws may be
affected adversely by the fact that Empire and Tornado are incorporated under the laws of a jurisdiction other than
the United States, that certain of their respective directors and officers are residents of Canada and that some or all
of their assets and the assets of such persons are located outside the United States. U.S. Empire Securityholders may
not be able to sue a foreign company or its officers or directors in a foreign court for violations of U.S. federal
securities laws. It may be difficult to compel a foreign company and its officers and directors to subject themselves
to a judgment by a U.S. court. In addition, U.S. Empire Securityholders should not assume that Canadian courts:
(i) would enforce judgments of U.S. courts obtained in actions against such persons predicated upon civil liabilities
under U.S. federal securities laws or the applicable securities laws of any state of the United States; or (ii) would
enforce, in original actions, liabilities against such persons predicated upon civil liabilities under U.S. federal
securities laws or the applicable securities laws of any state of the United States.
Additionally, no broker, dealer, salesperson or other person has been authorized to give any information or make
any representation other than those contained in this Circular and, if given or made, such information or
representation must not be relied upon as having being authorized by Empire or Tornado.
Empire Securityholders resident in the United States should be aware that the Arrangement may have tax
consequences both in Canada and the United States. Such consequences for Empire Securityholders resident in the
United States are not described fully herein. For a general discussion of the principal Canadian federal income tax
considerations to Empire Shareholders who are resident in the United States, see “Certain Canadian Federal Income
Tax Considerations – Holders Not Resident in Canada”. Shareholders resident in the United States are urged to
consult their own tax advisors with respect to such Canadian federal income tax considerations and the applicability
of any United States federal, state or local, foreign or other tax laws and the tax consequences thereunder (including,
without limitation, whether or not receipt of New Empire Common Shares, Tornado Class “A” Shares and Tornado
Options will be a taxable transaction for U.S. federal or state income tax purposes).
Forward-Looking Information Advisory
This Circular (including the Appendices hereto) contains certain statements or disclosures that may constitute
forward-looking information within the meaning of applicable Canadian securities legislation (“forward-looking
information”). All statements and disclosures, other than those of historical fact, which address activities, events,
outcomes, results or developments that management of Empire, anticipates or expects may or will occur in the future
(in whole or in part) should be considered forward-looking information. In some cases, forward-looking
information can be identified by terms such as “forecast”, “future”, “may”, “will”, “expect”, “anticipate”, “believe”,
“potential”, “enable”, “plan”, “continue”, “contemplate”, or other comparable terminology.
Various assumptions or factors are typically applied in drawing conclusions or making the forecasts or projections
set out in forward-looking information. Those assumptions and factors are based on information currently available
to Empire including information obtained from third-party industry analysts and other third party sources. In some
instances, material assumptions and factors are presented or discussed elsewhere in this Circular (including the
Appendices hereto) in connection with the statements or disclosure containing the forward-looking information.
You are cautioned that the following list of material factors and assumptions is not exhaustive. The factors and
assumptions include, but are not limited to:
•
•
•
•
•
•
•
•

the approval of the Arrangement by the Court and Empire Securityholders;
the completion and timing of the Arrangement;
the timely receipt of all required regulatory approvals and other third party consents to complete the
Arrangement;
satisfaction of the other closing conditions in all material respects in accordance with the Arrangement
Agreement;
no unforeseen changes in the legislative and operating framework for the business of Empire;
a stable competitive environment;
the ability to obtain equipment, services, supplies and personnel in a timely manner to carry out
development activities;
the impact of increasing competition;
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•
•

if required, the ability to obtain financing on acceptable terms; and
no significant event occurring outside the ordinary course of business such as a natural disaster or other
calamity.

In particular, this Circular (including the Appendices hereto) and the documents incorporated by reference herein
contain forward-looking information and statements, including forward-looking information and statements
pertaining to the following:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

the timing of the Empire Meeting;
the perceived benefits of the Arrangement;
the structure, steps, timing and effects of the Arrangement;
the timing of the Final Order and the Effective Date of the Arrangement;
the satisfaction of conditions for listing of the New Empire Common Shares and the Tornado Class “A”
Shares to be issued in connection with the Arrangement on the TSXV and the timing thereof;
sources of income;
objectives, business plans and strategies;
financial conditions;
industry conditions;
future capital expenditures (including general and administrative expenses), including the timing, amount
and nature thereof and sources of financing thereof;
pro forma information, including pro forma consolidated financial information, pertaining to Tornado after
giving effect to the Arrangement;
other trends of the capital markets;
projection of market prices and costs;
treatment under governmental regulatory regimes and tax laws;
realization of the anticipated benefits of acquisitions and dispositions;
movements in currency exchange rates;
anticipated income Taxes;
plans and objectives of management for future operations;
the exercise of dissent rights by Empire Securityholders with regards to the Arrangement;
forecast business results;
anticipated tax treatment of the Arrangement on Empire Shareholders; and
anticipated financial performance.

The forward-looking information in statements or disclosures in this Circular (including the Appendices hereto) and
the documents incorporated by reference is based (in whole or in part) upon factors which may cause actual results,
performance or achievements of Empire or Tornado to differ materially from those contemplated (whether expressly
or by implication) in the forward-looking information. Those factors are based on information currently available to
Empire, third-party industry analysts and other third party sources. Actual results or outcomes may differ materially
from those predicted by such statements or disclosures. While Empire does not know what impact any of those
differences may have, the business, results of operations, financial condition and credit stability may be materially
adversely affected. Factors that could cause actual results or outcomes to differ materially from the results
expressed or implied by forward-looking information include, among other things:
•
•
•
•
•
•
•
•

inability to obtain required consents, permits or approvals, including the Final Order, Empire
Securityholder approval of the Arrangement Resolution;
sufficient liquidity for future operations;
cost of capital risk to carry out operations;
increased competition and the lack of availability of qualified personnel or management;
loss of key personnel;
uncertainty of government policy changes;
operational hazards and availability of insurance;
industry conditions, including changes in laws and regulations and changes in how they are interpreted and
enforced;
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•
•
•
•
•

general economic, market and business conditions;
competitive action by other companies;
the ability of suppliers to meet commitments;
stock market volatility; and
creditworthiness of counterparties.

The forward-looking statements contained in this Circular (including the Appendices hereto) herein are made as of
the date of such documents. Empire is not obligated to update or revise any forward-looking statements, whether as
a result of new information, future events or otherwise, except as required by Applicable Laws. Because of the
risks, uncertainties and assumptions contained herein, investors should not place undue reliance on forward-looking
statements or disclosures. The foregoing statements expressly qualify any forward-looking information contained
herein.
The reader is further cautioned that the preparation of financial statements in accordance with IFRS requires
management to make certain judgments and estimates that affect the reported amounts of assets, liabilities, revenues
and expenses. These estimates may change, having either a negative or positive effect on net earnings as further
information becomes available, and as the economic environment changes.
Empire Securityholders are cautioned that these factors and risks are difficult to predict and that the assumptions
used in the preparation of such information, although considered reasonably accurate at the time of preparation, may
prove to be incorrect. Accordingly, Empire Securityholders are cautioned that the actual results achieved will vary
from the information provided herein and the variations may be material. Empire cautions you that the above list of
factors is not exhaustive. Consequently, there is no representation by Empire that actual results achieved will be the
same in whole or in part as those set out in the forward-looking information. Other factors which could cause actual
results, performance or achievements of Empire or Tornado to differ materially from those contemplated (whether
expressly or by implication) in the forward-looking statements or other forward-looking information are disclosed,
under “Risk Factors” in this Circular, in Appendix B – “Information Concerning Empire Industries Ltd.” and in
Appendix C – “Information Concerning Tornado Global Hydrovacs Ltd.”.
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GLOSSARY OF TERMS
The following is a glossary of certain terms used in this Circular including Appendix B –“Information Concerning
Empire Industries Ltd.” and Appendix C – “Information Concerning Tornado Global Hydrovacs Ltd.”. Terms and
abbreviations used in the other Appendices to this Circular are defined separately and the terms and abbreviations
defined below are not used therein, except where otherwise indicated.
(a)

“ABCA” means the Business Corporations Act (Alberta), as amended, including the regulations
promulgated thereunder;

(b)

“affiliate” has the meaning set forth in MI 62-104;

(c)

“Applicable Laws” means, in any context that refers to one or more persons, the Laws that apply to such
person or persons or his/her/its/their business, undertaking, property or securities and emanate from a
person having jurisdiction over the person or persons or his/hers/its/their business, undertaking, property or
securities;

(d)

“Applicable Securities Laws” in any context that refers to one or more persons, means, collectively, and
as the context may require, the securities legislation of each of the provinces and territories of Canada, and
the rules, regulations, instruments, notices, blanket orders and policies published and/or promulgated
thereunder, as such may be amended from time to time prior to the Effective Date, that apply to such
person or persons or his/her/its/their business, undertaking, property or securities and emanate from a
person having jurisdiction over the person or persons or his/her/its/their business, undertaking, property or
securities, together with the rules of the TSXV that apply to such person or persons;

(e)

“Arrangement” means the arrangement pursuant to the ABCA set forth in the Plan of Arrangement;

(f)

“Arrangement Agreement” means the arrangement agreement dated as of May 17, 2016 among Empire,
Tornado and Holdco, including all schedules thereto, as amended, supplemented or otherwise modified
from time to time in accordance with its terms, a copy of which is attached as Appendix A – “Arrangement
Agreement”;

(g)

“Arrangement Resolution” means the special resolution in respect of the Arrangement to be considered at
the Empire Meeting, substantially in the form attached to this Circular as Appendix F;

(h)

“Articles of Arrangement” means the articles of arrangement in respect of the Arrangement required
under subsection 193(10) of the ABCA to be sent to the Registrar after the Final Order has been granted,
giving effect to the Arrangement;

(i)

“Beneficial Holders” mean shareholders who do not hold their shares in their own name;

(j)

“Bill of Sale Agreement” means the bill of sale and agreement to be entered into at or prior to the
Effective Date between Empire and Tornado, with effect as of the Effective Date in accordance with the
Plan of Arrangement, pursuant to which Empire will transfer to Tornado the Transferred Assets and the
Transferred Liabilities in accordance with the terms set out therein;

(k)

“Business Day” means any day other than a Saturday, Sunday or statutory holiday in Calgary, Alberta;

(l)

“Circular” means this information circular and proxy statement of Empire to be sent by Empire to its
securityholders in connection with the Meeting, as such information circular may be affirmed, amended or
modified subject to the Arrangement Agreement;

(m)

“Convertible Debenture Consent Agreement” means the consent agreement entered into between a
holder of an Empire Convertible Debenture and Empire;
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(n)

“Court” means the Court of Queen’s Bench of Alberta;

(o)

“CST” means CST Trust Company, in its capacity as transfer agent and registrar of both Empire and
Tornado;

(p)

“Depositary” means CST Trust Company, in its capacity as depositary of the Empire Shares;

(q)

“Dissent Rights” means the rights of dissent granted in favour of registered Empire Securityholders in
respect of the Arrangement Resolution in accordance with Section 191 of the ABCA as modified by the
Interim Order;

(r)

“Dissenting Securities” means the Empire Securities held by Dissenting Shareholders in respect of which
such Dissenting Securityholders have given Notice of Dissent;

(s)

“Dissenting Securityholder” means a registered holder of Empire Securities who has duly and validly
exercised the Dissent Rights in respect of the Arrangement Resolution in strict compliance with the Dissent
Rights and who has not withdrawn or been deemed to have withdrawn such exercise of Dissent Rights;

(t)

“Effective Date” means the date the Arrangement becomes effective under the ABCA;

(u)

“Effective Time” means 2:00 p.m. (Calgary time) on the Effective Date;

(v)

“Empire” means Empire Industries Ltd., a corporation formed under the laws of the Province of Alberta;

(w)

“Empire Board of Directors” or “Empire Board” means the board of directors of Empire as it may be
comprised from time to time;

(x)

“Empire Convertible Debentures” means the convertible debentures issued by Empire in an aggregate
principal amount of $450,000 that are convertible into Empire Shares pursuant to the terms of a 15.00%
Secured Subordinated Convertible Debenture Agreement dated December 29, 2011;

(y)

“Empire Financial Statements” means, collectively, the audited consolidated financial statements of
Empire as at and for the years ended December 31, 2015 and 2014, together with the notes thereto and the
auditors' report thereon;

(z)

“Empire Letter of Transmittal” means the letter of transmittal provided to registered Empire
Shareholders pursuant to which such holders are required to deliver certificates representing their Empire
Shares in order to receive New Empire Common Shares and Tornado Class “A” Shares issuable to them
pursuant to the Arrangement;

(aa)

“Empire Meeting” means the special meeting of Empire Securityholders to be held to consider the
Arrangement and related matters, and any adjournment or postponement thereof;

(bb)

“Empire Notice of Meeting” means the Notice of Special Meeting of the Empire Shareholders
accompanying the Circular;

(cc)

“Empire Option Plan” means the stock option plan established by Empire, as amended from time to time,
providing for the issuance of Empire Options;

(dd)

“Empire Optionholder” means a holder of options to acquire Empire Shares pursuant to the Empire
Option Plan;

(ee)

“Empire Options” means options to acquire Empire Shares pursuant to the Empire Option Plan;
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(ff)

“Empire Preferred Shares” means the Special Preferred Shares of Empire to be created and issued
pursuant to the Arrangement;

(gg)

“Empire Securities” means together the Empire Shares and the Empire Options;

(hh)

“Empire Securityholders” means the Empire Shareholders and the Empire Optionholders;

(ii)

“Empire Shares” means the common shares of Empire;

(jj)

“Empire Shareholder” means the holder of Empire Shares;

(kk)

“Empire Warrants” means warrants to acquire Empire Shares;

(ll)

“Final Order” means the final order of the Court approving the Arrangement pursuant to subsection
193(9) of the ABCA, as such order may be affirmed, amended or modified by any court of competent
jurisdiction;

(mm)

“Governmental Entity” means: (i) any multinational, federal, provincial, state, regional, municipal, local
or other government, governmental or public department, central bank, court, tribunal, arbitral body,
commission, board, bureau or agency, whether domestic or foreign; (ii) any subdivision, agent,
commission, board, regulatory authority, administrative agency or other authority of any of the foregoing;
(iii) any self-regulatory authority, including the TSX Venture; or (iv) any quasi-governmental or private
body exercising any regulatory, expropriation or taxing authority under or for the account of any of the
foregoing;

(nn)

“Holdco” means Tornado Global Hydrovacs Inc. (formerly 1868480 Alberta Ltd.);

(oo)

“Holdco Common Share” means a common share in the capital of Holdco;

(pp)

“Hydrovac Business” means the assets and liabilities comprising the hydrovac business of Empire to be
transferred to Tornado pursuant to the Arrangement;

(qq)

“IFRS” means International Financial Reporting Standards as issued by the International Accounting
Standards Board;

(rr)

“including” and “includes” means “including, without limitation” and “includes, without limitation”,
respectively;

(ss)

“Interim Order” means the interim order of the Court concerning the Arrangement under Section 193(4)
of the ABCA, containing declarations and directions with respect to the Arrangement and the holding of the
Empire Meeting, as such order may be affirmed, amended or modified by any court of competent
jurisdiction;

(tt)

“Laws” means all laws (including, for greater certainty, common law), all statutes, regulations, by-laws,
statutory rules, orders, ordinances, protocols, codes, guidelines, notices and directions enacted by a
Governmental Authority (including all Applicable Securities Laws), the rules of the TSXV, and the terms
and conditions of any grant of approval, permission, authority or license of any Governmental Authority or
self-regulatory authority;

(uu)

“Material Change” has the meaning ascribed thereto in the Securities Act (Alberta);

(vv)

“Material Adverse Effect” with respect to either Tornado or Empire (on a consolidated basis), means any
change, event, occurrence, effect or circumstance that individually or in the aggregate with other such
changes, events, occurrences effects or circumstances is or could reasonably be expected to be material and
adverse to the business, operations, results of operations, assets, title to assets, properties, capitalization, or
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financial condition, whether contractual or otherwise of such Party and any of its subsidiaries, taken as a
whole, other than any change, event, occurrence, effect or circumstance:
(i)

that relates to or arises out of a matter that has, prior to the date hereof, been publicly disclosed or
disclosed to the other Party in writing;

(ii)

that relates to or arises out of general economic, financial, currency exchange, securities or commodity
market conditions in Canada or the United States of America;

(iii)

that relates to any failure by the Party to meet any internal or published financial or other projections or
forecasts, including projections and forecasts provided to the other Party in connection with its due
diligence inquiries or the negotiation of this Agreement (it being understood that the causes underlying
such failure may be taken into account in determining whether a material adverse effect has occurred);

(iv)

that relates to or arises out of any action taken by a Party or a subsidiary of the Party, if any, that is
consented to by the other Party in accordance with the terms of this Agreement;

(v)

that relates to or arises out of any change in IFRS, or changes in accounting requirements (including
International Financial Reporting Standards);

(vi)

that relates to or arises out of any action taken by the Party or a subsidiary of the Party, if any, where
such action is required pursuant to this Agreement (excluding any obligation to act in the ordinary
course of business, but including any steps taken to obtain any regulatory or third party approval
required in connection with the Arrangement);

(vii)

that relates to or arises out of any change or proposed change in Laws not specifically directed at such
Party or its subsidiaries, if any, or in the interpretation or administration of such Laws by any
Governmental Authority;

(viii)

that relates to or arises out of any exercise of Dissent Rights in connection with the Arrangement;

(ix)

that relates to or arises out of the public announcement of this Agreement or the transactions
contemplated hereby; or

(x)

that relates to an action by a Party that is consented to in writing by the other Party;
provided, however, that: (A) while a change in the market price or trading volume of a Party's equity
securities will not itself be considered to have a material adverse effect, the causes underlying such change
may be considered in determining whether a material adverse effect has occurred; and (B) references in this
Agreement to dollar amounts are not intended to be, and will not be deemed to be, illustrative or
interpretative for purposes of determining whether a material adverse effect has occurred;

(ww)

“MI 62-104”means Multilateral Instrument 62-104 – Take-Over Bids and Issuer Bids of the Canadian
Securities Administrators, as amended or replaced from time to time;

(xx)

“New Empire Common Shares” means the Class “A” Common Shares of Empire that are authorized
pursuant to the Plan of Arrangement having the rights, privileges, restrictions and conditions that are set
forth in Exhibit B to the Plan of Arrangement;

(yy)

“New Empire Shares” means together the New Empire Common Shares and the Empire Preferred Shares;

(zz)

“Notice of Dissent” means a notice of dissent duly and validly given by a registered holder of Empire
Securities exercising Dissent Rights as contemplated in the Interim Order;

-14-

(aaa)

“Other Party” means (i) with respect to Empire, Tornado or Holdco; (ii) with respect to Tornado, Empire
or Holdco, and (iii) with respect to Holdco, Empire or Tornado;

(bbb)

“Parties” means, collectively, the parties to the Arrangement Agreement, and “Party” means any one of
them, or where implied by the context, means: (i) Empire; (ii) Tornado, or (iii) Holdco, as the case may be;

(ccc)

“Permitted Encumbrances” means: (i) any statutory exceptions to title; (ii) inchoate or statutory liens of
contractors, subcontractors, mechanics, workers, suppliers, material men, carriers and others in respect of
the construction, maintenance, repair or operation of real or personal property for which payment is not
due; (iii) easements, rights of way, servitudes, licenses, permits and other similar rights in real property
(including easements, rights of way and agreements for sewers, drains, gas and water mains or electric light
and power or telephone, telecommunications or cable conduits, poles, wires and cables) which do not
materially impair the use of the applicable real property subject thereto as such property is being used at the
date hereof; or (iv) liens for Taxes in respect of real property not yet due and payable;

(ddd)

“Person” includes any individual, sole proprietorship, partnership, firm, joint venture, limited partnership,
limited liability company, unlimited liability company, unincorporated association, unincorporated
syndicate, unincorporated organization, trust, body, corporation, or Governmental Entity, and, where the
context requires, any of the foregoing when they are acting as trustee, executor, administrator or other legal
representatives of any other entity, whether or not having legal status;

(eee)

“Plan of Arrangement” means the plan of arrangement of Empire substantially in the form attached as
Schedule A to the Arrangement Agreement, as it may be amended, supplemented or otherwise modified
from time to time in accordance with the terms thereof and the terms of the Arrangement Agreement;

(fff)

“Record Date” means May 11, 2016;

(ggg)

“Registrar” means the Registrar of Corporations duly appointed under the ABCA;

(hhh)

“Section 85 Election” means a joint election between an Empire Shareholder and Empire under section 85
of the Tax Act;

(iii)

“Securities Regulatory Authorities” means all applicable securities regulatory authorities, including:
(i) the provincial and territorial securities regulatory authorities in the provinces and territories of Canada in
which either Tornado or Empire is or is deemed to be a reporting issuer (or the equivalent); and (ii) the
TSX Venture;

(jjj)

“subsidiary” has the meaning ascribed thereto in MI 62-104;

(kkk)

“Tax” or “Taxes” means all taxes, however denominated, including any instalments with respect thereto
and any interest, penalties or other additions that may become payable in respect thereof, imposed by any
Governmental Entity, which taxes shall include, without limiting the generality of the foregoing, all income
or profits taxes (including, but not limited to, federal income taxes and provincial income taxes), payroll
and employee withholding taxes, social insurance taxes, sales and use taxes, goods and services taxes, ad
valorem taxes, duties, excise taxes, franchise taxes, gross receipts taxes, business license taxes, occupation
taxes, real and personal property governmental charges, stamp taxes, insurance taxes, environmental taxes,
transfer taxes, capital taxes and other obligations of the same or of a similar nature to any of the foregoing
taxes including Canada Pension Plan and provincial pension plan contributions, employment insurance
payments and workers' compensation premiums, and other taxes which a Party (or any of its subsidiaries) is
required to pay, withhold, remit or collect;

(lll)

“Tax Act” means the Income Tax Act (Canada), including the regulations promulgated thereunder, as
amended from time to time;
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(mmm) “Tornado” means Tornado Global Hydrovacs Ltd., a corporation formed under the laws of the Province of
Alberta;
(nnn)

“Tornado Board of Directors” or “Tornado Board” means the board of directors of Tornado as it may be
comprised from time to time;

(ooo)

“Tornado Class “A” Shares” means the Class “A” Common Shares in the capital of Tornado;

(ppp)

“Tornado Common Shares” means the Common Shares in the capital of Tornado;

(qqq)

“Tornado Financial Statements” means the audited financial statements of Tornado as at and for the
period ended May 20, 2016, together with the notes thereto and the auditor’s report thereon and the carveout financial statements of Tornado as at and for the period ended December 31, 2015, together with the
notes thereto and the auditor’s report thereon;

(rrr)

“Tornado Option Plan” means the stock option plan of Tornado;

(sss)

“Tornado Options” means the options to purchase Tornado Class “A” Shares governed by the terms of the
Tornado Option Plan;

(ttt)

“Transferred Assets” means the assets of Empire that are attributable to and form part of the Hydrovac
Business, and which are set out in the Bill of Sale Agreement;

(uuu)

“Transferred Liabilities” mean the liabilities of Empire that are attributable to and form part of the
Hydrovac Business and which are set out in the Bill of Sale Agreement;

(vvv)

“TSX Venture” or “TSXV” means the TSX Venture Exchange;

(www) “United States” means the United States of America, its territories and possessions, any state of the United
States, and the District of Columbia;
(xxx)

“U.S. Exchange Act” means the United States Securities Exchange Act of 1934, as amended, and the rules
and regulations promulgated thereunder;

(yyy)

“U.S. Securities Act” or “1933 Act” means the United States Securities Act of 1933, as amended, and the
rules, regulations and orders promulgated thereunder;

(zzz)

“U.S. Empire Securityholders” means Empire Securityholders located in the United States or that are
“U.S. persons” as defined in Regulation S under the U.S. Securities Act;

(aaaa)

“Voting Agreements” or “Voting Support Agreements” means the voting support agreements, to be
entered into between Empire and certain Empire Securityholders pursuant to which, among other things,
such Empire Securityholders agree, subject to the terms and conditions thereof, to support the Arrangement
and either, as applicable: (i) vote their Empire Securities; or (ii) otherwise cause any votes associated with
such Empire Securities to be voted, in favour of the Arrangement at the Empire Meeting;

(bbbb) “Voting Securityholder” means an Empire Securityholder who is party to a Voting Support Agreement;
and
(cccc)

“Warrant Consent Agreement” means the consent agreement entered into between a holder of Empire
Warrants and Empire.

Unless the context otherwise requires, words importing the singular include the plural and vice versa, words
importing any gender include all genders and words importing persons include firms and corporations and vice
versa.
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SUMMARY INFORMATION
This summary is qualified in its entirety by the more detailed information appearing elsewhere in the accompanying
Empire Notice of Meeting, the Notice of Originating Application and this Circular, including the Appendices hereto.
Capitalized terms used in this summary and not otherwise defined herein have the meanings set forth under
“Glossary of Terms”.

The Meeting
The Meeting will be held at the offices of Carscallen LLP, Suite 1500, 407 – 2 Street SW, Calgary, Alberta,
T2P 2Y3, on June 21, 2016 at 10:00 a.m. (Calgary time).
Purpose of the Meeting
The purpose of the Meeting is for Empire Securityholders to consider and vote on the following resolution:
The Arrangement Resolution
The Arrangement Resolution is a special resolution to approve the spin-off of the Hydrovac Business to the Empire
Shareholders by transferring the assets related to the Hydrovac Business to a new corporation, Tornado, and
distributing the Tornado Class “A” Shares to the Empire Shareholders. The acquisition will be completed by way of
the Plan of Arrangement under the provisions of the ABCA. See “The Arrangement” for a summary of the terms of
the Arrangement. The full text of the Arrangement Resolution is attached as Appendix F to this Circular. Unless
otherwise directed, the persons named in the enclosed form of proxy intend to vote FOR the Arrangement
Resolution.
To be effective, the Arrangement Resolution must be approved by at least two-thirds (2/3) of the votes cast by
Empire Shareholders and Empire Optionholders, voting as separate classes, present in person or represented by
proxy and entitled to vote at the Meeting. See “The Arrangement – Shareholder Approval”.
Empire Industries Ltd.
Empire is a corporation existing pursuant to the Laws of the Province of Alberta. The head office of Empire is
located at 717 Jarvis Avenue, Winnipeg, Manitoba, R2W 3B4. The registered office of Empire is located at
Third Floor, 14505 Bannister Road SE, Calgary, Alberta, T2X 3J3. Empire is a reporting issuer in the Provinces of
British Columbia, Alberta and Ontario, and the Empire Shares are currently listed on the TSXV under the trading
symbol “EIL”. For more information concerning the business and operations of Empire, see “Information
Concerning Empire” and Appendix B to this Circular.
Tornado Global Hydrovacs Ltd.
Tornado is a corporation existing pursuant to the Laws of the Province of Alberta. The head office of Tornado is
located at 7015 McLeod Trail SW, Suite 510, Calgary, Alberta, T2H 2K6. The registered office of Tornado is
located at Carscallen LLP, Suite 1500, 407 – 2 Street SW, Calgary, Alberta T2P 2Y3. Tornado is not a reporting
issuer in any province or territory in Canada. For further information concerning the business and operations of
Tornado, see “Information Concerning Tornado” and Appendix C to this Circular.
Tornado Global Hydrovacs Inc.
Holdco was incorporated on December 29, 2014 as “1868480 Alberta Ltd.” pursuant to the provisions of the ABCA
and changed its name to “Tornado Global Hydrovacs Inc.” effective March 18, 2016. Holdco was incorporated in
contemplation of an arrangement involving the Hydrovac Business however, as a result of the date of its
incorporation, will not permit the desired characteristics of the Tornado Class “A” Shares following completing of
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the Arrangement to be available. Other than issuing the Subscription Receipts, Holdco undertook no business or
operations except to advance the Arrangement. Pursuant to the Arrangement, all of the assets and liabilities of
Holdco will be wound-up into Tornado and Holdco will cease to exist. See Appendix C to this Circular.
The Arrangement
Empire is proposing to spin-off the Hydrovac Business to the Empire Shareholders by transferring the assets related
to the Hydrovac Business to a new corporation, Tornado, and distributing the Tornado Class “A” Shares to the
Empire Shareholders pursuant to the Arrangement. The Arrangement will be carried out in accordance with the
Arrangement Agreement, the Plan of Arrangement and related documents. Summaries of the principal terms of the
Arrangement Agreement and the Plan of Arrangement are set out under “The Arrangement Agreement” and “The
Arrangement – Principal Steps of the Arrangement”. A summary of the effects of the Arrangement on the corporate
structure of Empire and on the securityholders of Empire is set out under “The Arrangement – Effects of the
Arrangement” and “Treatment of Certain Empire Securities”.
Recommendation of the Empire Board
After careful consideration, the Empire Board has unanimously determined that the Arrangement is fair to the
Empire Securityholders and is in the best interests of Empire. Accordingly, the Empire Board unanimously
recommends that Empire Securityholders vote FOR the Arrangement Resolution. See “The Arrangement Recommendation of the Empire Board”.
Reasons for the Arrangement
In the course of its evaluation of the Arrangement, the Empire Board consulted with management of Empire and its
advisors, reviewed a significant amount of information and considered a number of factors, including, but limited to,
the following:
(a) Current Market Price of Empire Shares Does Not Reflect Full Value. The Empire Board and management
of Empire believes that the current market price of the Empire Shares does not reflect the full value of its
media-based attractions and steel fabrication business as well as the Hydrovac Business. The Arrangement
is expected to allow Empire Shareholders to realize the full value of the media-based attractions and steel
fabrication business through their holding of New Empire Common Shares and also to realize the potential
of the Hydrovac Business through their holding of Tornado Class “A” Shares following completion of the
Arrangement.
(b) Enhanced Ability to Pursue Corporate Objectives and Strategies. The Arrangement is expected to enhance
the ability of Empire and Tornado to pursue their respective corporate objectives and strategies by allowing
Empire to focus on its media-based attractions and steel fabrication business and allowing Tornado to focus
on the Hydrovac Business. Separating Empire into two (2) separate companies, each with its own
management team and board of directors, will allow each company to pursue independent growth
strategies.
(c) Focused Investment Decision. The creation of two (2) separate companies dedicated to the pursuit of their
respective businesses will provide Empire Shareholders with additional investment flexibility as they will
hold a direct interest in two (2) separate companies that are at different stages of commercial development
and focused on different objectives and strategies.
(d) Independent Access to Capital. Following completion of the Arrangement, Empire and Tornado will have
independent access to capital which the Empire Board and management of Empire believe will result in
more specific capital allocation practices and minimize future dilutions in each company. In particular,
following completion of the Arrangement, Empire should be able to raise capital specifically in respect of
its more developed media-based attractions and steel fabrication business business and Tornado should be
able to raise capital specifically in respect of the Hydrovac Business.
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(e) Continued Participation in Hydrovac Business Through Ownership Interest in Tornado. Empire
Shareholders will maintain their ownership interests in Empire and will also receive an ownership interest
in Tornado.
(f) Tax Treatment for Canadian Shareholders. Subject to the assumptions, provisos and details under “Certain
Canadian Federal Income Tax Considerations”, an Empire Shareholder who is resident in Canada for the
purposes of the Tax Act and who is not a Dissenting Securityholder, subject to making a Section 85
Election, (1) should not realize a capital gain as a result of the disposition of Empire Shares in exchange for
New Empire Shares pursuant to the Arrangement, (2) may realize a capital gain (or capital loss) as a result
of the disposition of Empire Preferred Shares in exchange for Tornado Notes pursuant to the Arrangement
(as described in more detail herein), and (3) should not realize a capital gain as a result of the disposition of
Tornado Notes in exchange for Tornado Class “A” Shares pursuant to the Arrangement. An Empire
Shareholder may wish to file a Section 85 Election if doing so will reduce or eliminate any capital gain that
the shareholder otherwise would realize on the disposition of the Empire Preferred Shares. Empire is
willing to make a Section 85 Election jointly with an Empire Shareholder in accordance with the procedure
described herein provided such election is received by Empire within one hundred eighty (180) days of the
Effective Date. Empire Shareholders should seek advice from their own legal and tax advisors to
determine whether they should complete a Section 85 Election.
(g) Shareholder and Court Approval. The Arrangement must be approved by at least two-thirds (2/3) of the
votes cast by Empire Shareholders and Empire Optionholders, voting as separate classes, present in person
or represented by proxy and entitled to vote at the Meeting. The Arrangement must also be approved by the
Court, which will consider, among other things, the fairness of the terms and conditions of the Arrangement
and the procedures relating thereto and the rights and interests of every person affected by the
Arrangement.
(h) Dissent Rights. Registered Empire Securityholders who oppose the Arrangement may, on strict compliance
with certain conditions, exercise their Dissent Rights and receive the fair value of their Empire Securities in
accordance with the terms of the Plan of Arrangement.
In the course of its deliberations, the Empire Board also identified and considered a variety of risks and potentially
negative factors relating to the Arrangement, including, but not limited to, the risks relating to the Arrangement set
out under “Risk Factors”.
See “The Arrangement - Reasons for the Arrangement”.
Effects of the Arrangement
The Arrangement will result in the division of Empire into two (2) separate companies, with Empire continuing to
hold the assets related to its media-based attractions and steel fabrication business and Tornado holding the assets
related to the Hydrovac Business formerly held by Empire, consisting of the Transferred Assets and the Transferred
Liabilities. Pursuant to the Arrangement, among other things, (i) all of Empire’s entire legal and beneficial right,
title and interest in and to the Transferred Assets and the Transferred Liabilities will be transferred to Tornado
pursuant to the Bill of Sale Agreement, and (ii) the New Empire Common Shares and the Tornado Class “A” Shares
will be distributed to the Empire Shareholders other than the Dissenting Shareholders. See “The Arrangement –
Principal Steps of the Arrangement”.
Court Approval, Securityholder Approval and other Conditions to the Arrangement
Court Approval
The Arrangement requires the approval of the Court under section 193 of the ABCA. On May 19, 2016, Empire
obtained the Interim Order providing for the calling and holding of the Meeting and other procedural matters.
A copy of the Interim Order is attached to this Circular as Appendix D.
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Subject to the terms of the Arrangement Agreement, and if the Arrangement Resolution is approved by the Empire
Securityholders at the Meeting, Empire intends to make an application to the Court for the Final Order. The hearing
in respect of the Final Order is scheduled to take place at 10:00 a.m. (Calgary time) on June 27, 2016, unless
adjourned, or as soon after that time as the application may be heard, at the Calgary Courts Centre,
601 - 5 Street SW, Calgary, Alberta, subject to the approval of the Arrangement Resolution at the Meeting. A copy
of the Notice of Originating Application is attached to this Circular as Appendix E.
Under the terms of the Interim Order, each Empire Securityholder will have the right to appear and make
submissions at the application for the Final Order. Any Empire Securityholder wishing to appear or to be
represented at the hearing for the Final Order may do so but must comply with certain procedural requirements
described in the Interim Order and the Notice of Application. In the event that the hearing for the Final Order is
adjourned, only those persons who have served and filed a notice of appearance in accordance with the requirements
of the Interim Order and the Notice of Application will be given notice of the adjournment. Empire Securityholders
wishing to appear or to be represented at the hearing for the Final Order should consult with their legal advisors.
At the hearing for the Final Order, the Court will consider, among other things, the fairness of the terms and
conditions of the Arrangement and the procedures relating thereto and the rights and interests of every person
affected by the Arrangement. The Court may approve the Arrangement as proposed or as amended in any manner as
the Court may direct. The Court’s approval is required in order for the Arrangement to become effective.
Securityholder Approval
Pursuant to the terms of the Interim Order, the Arrangement Resolution must, subject to further order of the Court,
be approved by at least 66 2/3% of the aggregate votes cast by Empire Securityholders present in person or
represented by proxy at the Empire Meeting. Pursuant to the policies of the TSXV, the Arrangement Resolution
must be approved by a simple majority of the votes cast by Empire Securityholders present in person or represented
by proxy at the Empire Meeting. See “Procedure for the Arrangement to Become Effective - Shareholder
Approval”.
Notwithstanding the foregoing, the Arrangement Resolution authorizes the Empire Board of Directors, without
further notice to or approval of the Empire Securityholders and subject to the terms of the Arrangement Agreement,
to amend the Plan of Arrangement or to decide not to proceed with the Arrangement at any time prior to the
Effective Time. See Appendix F – “Arrangement Resolution” for the full text of the Arrangement Resolution.
Other Conditions
The obligation of Empire to complete the transactions contemplated by the Arrangement Agreement are subject to a
number of other conditions that must be satisfied or waived for the Arrangement to become effective including,
without limitation, that Empire Securityholders holding not more than 2% of the Empire Securities will have
exercised Dissent Rights that have not been withdrawn as of the date of the Meeting. A copy of the Arrangement
Agreement is attached as Appendix A – “Arrangement Agreement”.
Upon all of the conditions being fulfilled or waived by either Empire or Tornado, as the case may be, pursuant to the
Arrangement Agreement, Empire must file a copy of the Final Order and the Articles of Arrangement with the
Registrar in order to give effect to the Arrangement. A summary of these conditions is provided under the heading
“Procedure for the Arrangement to Become Effective - The Arrangement Agreement - Conditions to the
Arrangement”.
Fractional Shares
No fractional New Empire Common Shares or Tornado Class “A” Shares will be issued in connection with the
Arrangement. In the event that a former Empire Shareholder would otherwise be entitled to a fractional New Empire
Common Share or Tornado Class “A” Shares, the number of New Empire Common Share or Tornado Class “A”
Shares, as the case may be, issued to such Empire Shareholder will be rounded up to the next whole number of New
Empire Common Share or Tornado Class “A” Shares, as the case may be, if the fractional entitlement is equal to or
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greater than 0.5 and will, without any additional compensation, be rounded down to the next whole number of New
Empire Common Share or Tornado Class “A” Shares, as the case may be, if the fractional entitlement is less
than 0.5. In calculating such fractional interests, all New Empire Common Shares or Tornado Class “A” Shares, as
the case may be, registered in the name of or beneficially held by such Empire Shareholder or his/her/its nominee
will be aggregated. See “The Arrangement – Fractional Shares”
Voting Support Agreements
Empire Securityholders holding in aggregate 99,478,655 Empire Shares (representing approximately 38.3% of the
Empire Shares eligible to vote at the Empire Meeting) and 15,070,000 Empire Options (representing approximately
66.3% of the Empire Options eligible to vote at the Empire Meeting) have entered into Voting Support Agreements
whereby such Empire Securityholders have agreed, amongst other things, to vote or to cause to be voted the Empire
Securities owned or controlled by such Empire Securityholder at the Empire Meeting (or any adjournment or
postponement thereof) for any resolution in favour of the Arrangement and any other matter that could reasonably
be expected to facilitate the Arrangement. See “Voting Support Agreements”
Treatment of Certain Empire securities
Stock Options
All Empire Options that are outstanding at the Effective Time, whether vested or unvested, and the Empire Option
Plan, will be amended, pursuant to the Arrangement such that the share to be acquired upon the exercise of an
Empire Option shall be a New Empire Common Share. In addition, at the Effective Time, to reflect the share
consolidation under the Arrangement, whereby all Empire Shares will be exchanged for New Empire Common
Shares on a 4-for-1 basis, the option exercise price in effect immediately prior to the Arrangement shall be
proportionately increased and the number of New Empire Common Shares entitled to be purchased pursuant to the
terms of the Empire Options shall be proportionately decreased. There will be no adjustment to the exercise price of
an Empire Option at or after the Effective Time to reduce the exercise price as a result of the distribution of the
Hydrovac Business in accordance with the Arrangement. See “Treatment of Certain Empire Securities – Stock
Options”
Warrants
As at the date of this Circular, Empire has issued 27,500,000 warrants to acquire Empire Shares at a price of $0.10
per Empire Share at any time until 4:30 p.m. (Winnipeg time) on July 10, 2018. Prior to the date of this Circular,
Empire entered into a Warrant Consent Agreement with each holder of Empire Warrants pursuant to which each
holder of Empire Warrants consented to the Arrangement. Accordingly, the holders of Empire Warrants have
unanimously consented to the Arrangement.
In addition, all Empire Warrants that are issued and outstanding at the Effective Time will be amended pursuant to
the Warrant Consent Agreements, such that the share to be acquired upon the exercise of an Empire Warrant shall be
a New Empire Common Share. In addition, at the Effective Time, to reflect the share consolidation under the
Arrangement, whereby all Empire Shares will be exchanged for New Empire Common Shares on a 4-for-1 basis, the
warrant exercise price in effect immediately prior to the Arrangement shall be: (i) proportionately increased and the
number of consolidated Empire Shares entitled to be purchased pursuant to the terms of the Empire Warrants shall
be proportionately decreased; and (ii) subject to the approval of the TSXV, immediately thereafter, the exercise
price shall be decreased so that the warrant exercise price shall equal the price determined by multiplying the
warrant exercise price in effect immediately after the increase previously described, by a fraction: (I) the numerator
of which shall be the amount by which (A) the amount obtained by multiplying the number of Empire Shares
outstanding at the effective time by the warrant exercise price immediately after the increase previously described,
exceeds (B) the fair market value (as determined by the Board, which determination shall be conclusive, subject to
approval of the TSXV) to the holders of such Empire Shares of the Tornado Class “A” Shares to be distributed
pursuant to the Arrangement; and (II) the denominator of which shall be the total number of Empire Shares
outstanding at the Effective Time multiplied by the warrant exercise price immediately after the increase previously
described in respect of the share consolidation.
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As a result, immediately after the Effective Time, Empire shall have an aggregate of 6,875,000 Empire Warrants
issued and outstanding which may be exercised at any time until 4:30 p.m. (Winnipeg time) on July 10, 2018.
See “Treatment of Certain Empire Securities – Warrants”
Convertible Debentures
As at the date of this Circular, Empire has issued the Empire Convertible Debentures. Pursuant to the terms of the
Empire Convertible Debentures, the Empire Convertible Debentures may be converted to Empire Shares at a
conversion price of $0.10 per Empire Share. Prior to the date of this Circular, Empire entered into a Convertible
Debenture Consent Agreement with each holder of Empire Convertible Debentures pursuant to which each holder of
Empire Convertible Debentures consented to the Arrangement. Accordingly, the holders of Empire Convertible
Debentures have unanimously consented to the Arrangement.
All Empire Convertible Debentures will be amended pursuant to the Convertible Debenture Consent Agreements
such that the share to be acquired upon the conversion of an Empire Convertible Debenture shall be a New Empire
Common Share. In addition, at the Effective Time, to reflect the share consolidation under the Arrangement,
whereby all Empire Shares will be exchanged for New Empire Common Shares on a 4-for-1 basis, the conversion
price of the convertible debentures in effect immediately prior to the Arrangement shall be: (i) proportionately
increased and the number of consolidated Empire Shares entitled to be purchased pursuant to the terms of the
Empire Convertible Debentures shall be proportionately decreased; and (ii) subject to the approval of the TSXV,
immediately thereafter, the conversion price shall be decreased so that the conversion price shall equal the price
determined by multiplying the conversion price in effect immediately after the increase previously described, by a
fraction: (I) the numerator of which shall be the amount by which (A) the amount obtained by multiplying the
number of Empire Shares outstanding at the effective time by the conversion price immediately after the increase
previously described, exceeds (B) the fair market value (as determined by the Board, which determination shall be
conclusive, subject to approval of the TSXV) to the holders of such Empire Shares of the Tornado Class “A” Shares
to be distributed pursuant to the Arrangement; and (II) the denominator of which shall be the total number of Empire
Shares outstanding at the Effective Time multiplied by the conversion price immediately after the increase
previously described in respect of the share consolidation. See “Treatment of Certain Empire Securities –
Convertible Debentures”
Dissent Rights
Pursuant to the Interim Order, registered holders of Empire Securities have Dissent Rights with respect to the
Arrangement Resolution. To exercise Dissent Rights, an Empire Securityholder must comply with section 191 of
the ABCA, as modified or supplemented by the Interim Order. The statutory provisions covering Dissent Rights are
technical and complex. Failure to strictly comply with the requirements set forth in section 191 of the ABCA, as
modified or supplemented by the Interim Order, may result in the loss of any Dissent Rights. Persons who are
beneficial holders of Empire Securities registered in the name of a broker, custodian, nominee or other
intermediary who wish to dissent, should be aware that only a registered holder of Empire Securities is
entitled to dissent. Accordingly, a beneficial holder of Empire Securities desiring to exercise Dissent Rights must
make arrangements for such Empire Securities beneficially owned to be registered in such holder's name prior to the
time the written objection to the Arrangement Resolution approving the Arrangement is required to be received by
Empire, or alternatively, make arrangements for the registered holder of such Empire Securities to dissent on such
holder's behalf. Pursuant to the Interim Order, a Empire Securityholder may not exercise Dissent Rights in respect
of only a portion of such holder's Empire Securities. See “Risk Factors - Dissent Rights”, “Securities Law
Considerations – Dissent Rights”, Appendix D –“Interim Order” and Appendix G –“Section 191 of the ABCA”.
A Dissenting Securityholder must send to Empire a written objection to the Arrangement Resolution, which written
objection must be received by Empire, c/o Carscallen LLP, Suite 1500, 407 – 2 Street SW, Calgary, Alberta,
T2P 2Y3, Attention: John A. Brigidear, by 4:00 p.m. (Calgary time) on June 14, 2016, or, if the Empire Meeting is
not held on June 21, 2016, on the Business Day that is five (5) Business Days prior to the date of the Empire
Meeting as adjourned or postponed. No Empire Securityholder who has voted in favour of the Arrangement
Resolution shall be entitled to exercise Dissent Rights with respect to such Empire Securities. Pursuant to the
Interim Order, a registered Empire Securityholder may not exercise the right to dissent in respect of only a portion
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of such holder’s Empire Securities. See “Risk Factors - Dissent Rights” and “Securities Law Considerations –
Dissent Rights”.
It is a condition precedent in favour of Empire under the Arrangement Agreement that Empire
Securityholders holding not more than 2%, in the aggregate, of the issued and outstanding Empire Securities
shall have exercised Dissent Rights in relation to the Arrangement. See “Procedure for the Arrangement to
Become Effective - The Arrangement Agreement - Conditions to the Closing of the Arrangement”.
Procedure for the Arrangement to Become Effective
Procedural Steps
The Arrangement is proposed to be carried out pursuant to section 193 of the ABCA. The following procedural
steps must be taken in order for the Arrangement to become effective:
(a)

The Arrangement Resolution must be approved by the Empire Securityholders at the Empire
Meeting in the manner set forth in the Interim Order.

(b)

The Court must grant the Final Order approving the Arrangement.

(c)

All conditions precedent to the Arrangement, as set forth in the Arrangement Agreement,
must be satisfied or waived by the appropriate Party.

(d)

All required regulatory approvals in respect of the completion of the Arrangement must be
obtained.

(e)

The Final Order, Articles of Arrangement and related documents in the form prescribed by the
ABCA must be filed with the Registrar.

There is no assurance that the conditions in the Arrangement Agreement will be satisfied or waived on a timely basis
or at all. See “Procedure for the Arrangement to Become Effective - Procedural Steps”.
Regulatory Matters
In addition to the approval of Empire Securityholders and the Court, it is a condition to the implementation of the
Arrangement that all of the requisite regulatory approvals be obtained. The Arrangement, the listing of the Tornado
Class “A” Shares and the listing of the New Empire Common Shares require the approval of the TSXV.
The Tornado Class “A” Shares are not currently listed on any stock exchange. Empire agreed in the Arrangement
Agreement to use all commercially reasonable efforts to have the Tornado Class “A” Shares approved for listing on
the TSXV and it is a condition to the completion of the Arrangement that the TSXV will have conditionally
approved the listing of the Tornado Class “A” Shares to be issued pursuant to the Arrangement. Listing on the
TSXV will be subject to Tornado fulfilling all of the requirements of the exchange. There is no guarantee that any
stock exchange will approve the listing of the New Empire Common Shares and the Tornado Class “A” Shares or
that the Tornado Class “A” Shares will be listed on a stock exchange.
The Empire Shares are currently listed on the TSXV under the trading symbol “EIL” and, subject to approval of the
TSXV, the New Empire Common Shares will continue to be listed on the TSXV under the trading symbol “EIL”.
See “Risk Factors – The Arrangement May Not Be Completed” and “Regulatory Matters”.
Securities Law Matters
The following is a summary of the principal securities law considerations applicable to the Arrangement and the
transactions contemplated thereby. This summary is of a general nature only and is not intended to be, and should
not be construed as, legal or business advice to any particular Shareholder. This summary does not include any
information regarding securities law considerations for jurisdictions other than Canada or the United States. Empire
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Shareholders should consult with their legal advisors in respect of the consequences to them of the Arrangement,
having regard to their particular circumstances.
Canadian Securities Laws
Assuming completion of the Arrangement, Empire Shareholders who receive New Empire Common Shares
and Tornado Class “A” Shares are urged to consult their legal advisors with respect to restrictions applicable
to trades in such securities under Canadian securities laws.
The distribution of New Empire Common Shares and Tornado Class “A” Shares under the Arrangement will
constitute distributions of securities that are exempt from the prospectus requirements of Canadian securities laws.
The New Empire Common Shares and Tornado Class “A” Shares may be resold without a prospectus in each
province and territory of Canada, provided that: (i) Empire or Tornado, as applicable, is a reporting issuer in a
jurisdiction of Canada for the four (4) months immediately preceding the trade; (ii) the trade is not a “control
distribution” as defined in National Instrument 45-102 – Resale of Securities; (iii) no unusual effort is made to
prepare the market or to create a demand for the securities that are the subject of the trade; (iv) no extraordinary
commission or consideration is paid in respect of the trade; and (v) if the selling security holder is an insider or
officer of Empire or Tornado, as applicable, the selling security holder has no reasonable grounds to believe that
Empire or Tornado, as applicable, is in default of Canadian securities laws.
For more information, see “Securities Law Matters – Canadian Securities Laws”.
United States Laws
The New Empire Common Shares, Tornado Class “A” Shares and Empire Options to be issued and distributed
under the Arrangement have not been and will not be registered under the U.S. Securities Act or the applicable
securities laws of any state of the United States and will be issued and distributed in reliance on the Section 3(a)(10)
Exemption on the basis of the approval of the Court, which will consider, among other things, the fairness of the
terms and conditions of the Arrangement to the Shareholders and corresponding exemptions under applicable
securities laws of any state of the United States. See “The Arrangement – Court Approval”.
The New Empire Common Shares and Tornado Class “A” Shares to be issued and distributed under the
Arrangement will be freely transferable under U.S. federal securities laws, except that the U.S. Securities Act
imposes restrictions on the resale of securities received by any person who is or has been an “affiliate” of the issuer
at the time of, or within ninety (90) days before, the resale of such securities.
For more information, see “Securities Law Matters – United States Securities Laws”.
Timing
Subject to all conditions precedent to the Arrangement as set forth in the Arrangement Agreement being satisfied or
waived by the appropriate Party, the Arrangement will become effective upon the sending to, and the filing with, the
Registrar a copy of the Final Order and the Articles of Arrangement, together with such other materials as may be
required by the Registrar. If the Empire Meeting is held and the Arrangement Resolution is approved as required by
the Interim Order, Empire will apply to the Court for the Final Order approving the Arrangement. If the Final Order
is obtained on June 24, 2016, in form and substance satisfactory to the Parties, and all other conditions specified in
the Arrangement Agreement are satisfied or waived, the Parties expect the Effective Date will be on or about
June 27, 2016. The Effective Date could be delayed, however, for a number of reasons, including an objection
before the Court in the hearing of the application for the Final Order. See “Securities Law Considerations Timing”.
Pro forma Consolidated Financial Information
The following financial statements are attached as schedules to Appendix C to this Circular:
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•

the audited financial statements of Tornado for the period of April 27, 2016 to May 20, 2016;

•

the audited carve-out financial statements of the Hydrovac Business of Empire for the years ended
December 31, 2015, 2014 and 2013;

•

the unaudited pro forma financial statements of Tornado immediately after giving effect to the
Arrangement.

Available Funds of Tornado
To ensure that Tornado would be sufficiently capitalized following the closing of the Arrangement, Holdco has
completed a private placement (the “Subscription Receipt Private Placement”) of subscription receipts
(“Subscription Receipts”). The Subscription Receipts are owned by Excellence Raise Overseas Limited (the
“Subscriber”), Chao Huang and Shanghai Pursuant Intelligence Technology Limited Partnership (collectively the
“Subscription Receipt Holders”) pursuant to the terms of subscription receipt subscription agreements (the
“Subscription Agreements”) entered into by the Subscriber, Empire, Holdco and Carscallen LLP as escrow agent
dated January 25, 2016 as to approximately $5,000,000 of gross proceeds and by the Subscriber, Empire, Holdco
and Everbright Law Firm dated February 29, 2016 as to approximately $2,500,000 of gross proceeds. The closing
of the Subscription Receipt Private Placement resulted in the issuance of Subscription Receipts which entitle the
holders thereof to receive, in the aggregate and without payment of additional consideration or further action, such
number of Tornado Class “A” Shares as shall equal no less than 45.5% of the issued and outstanding Tornado Class
“A” Shares immediately following the completion of the Arrangement for aggregate gross proceeds of
approximately $7,500,000). Pursuant to the Arrangement, all of the assets and liabilities of Holdco will be assumed
by Tornado to permit the Tornado Class “A” Shares issuable pursuant to the Subscription Agreements to be issued.
In connection with the closing of Subscription Receipt Private Placement, the Subscriber, Empire and Holdco
entered into a governance agreement (the “Governance Agreement”) providing for, amongst other things: (i) until
the earlier of the termination of the Subscription Agreements and the closing date of the Arrangement, the board of
Tornado will be comprised of nominees of Empire; (ii) following satisfaction of the Escrow Release Conditions, the
board of Tornado will be reconstituted to be comprised of five (5) directors of which two (2) nominees shall be of
Empire, Messrs. Nelson and Evong, two (2) nominees shall be of the Subscriber, Messrs. Chui and Huang and one
nominee shall be jointly identified by Empire and the Subscriber, Mr. Tai; (iii) following the release of the
Escrowed Funds and the organization of the WFOE (as defined below), $2,000,000 shall be used by Tornado to
subscribe for shares in the WFOE, $2,000,000 shall be used by Tornado to provide the WFOE Loan (as defined
below) and the balance of the funds of Tornado shall be used for general working capital; (iii) Tornado shall use its
reasonable commercial efforts to organize the WFOE as soon as reasonably practicable; (iv) the Subscriber shall
make available to WFOE within thirty (30) days of the organization of the WFOE, a secured subordinated term loan
in the principal amount of $2,500,000 maturing four (4) years following the first advances of funds accruing at a rate
of 8% per annum, compounded annually; and (v) until the listing of the Tornado Class “A” Shares on the TSXV,
certain corporate matters involving the issuance of securities of Tornado, certain expenditures and certain corporate
transactions shall not be carried out.
The proceeds of the Subscription Receipt Private Placement will be released if certain escrow release conditions
(the “Escrow Release Conditions”) are satisfied. The escrow release conditions include: (i) the approval of the
Arrangement by the Empire Securityholders; (ii) the listing of the Tornado Class “A” Shares on the TSXV; (iii) the
receipt of Final Order; and (iv) the closing of the Arrangement.
Assuming the Arrangement is completed and the Subscription Receipts are exchanged for Tornado Class “A”
Shares, Shanghai Pursuant Intelligence Technology Limited Partnership will become a “control person” (as such
term is defined under the policies of the TSXV) of Tornado, holding approximately 35.7% of the issued and
outstanding Tornado Class “A” Shares. Empire Shareholders will hold approximately 54.5% of the Tornado Class
“A” Shares.
A portion of the proceeds of the Subscription Receipt Private Placement, in the amount of $2,500,000 will be used
by Tornado to capitalize a newly organized wholly foreign owned subsidiary (the “WFOE”) of Tornado, to be
organized in China to carry on the hydrovac business of Tornado in China. An amount of approximately $2,000,000
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will be used by Tornado to subscribe for voting securities of the WFOE and an amount of approximately $2,000,000
will be loaned by Tornado to the WFOE (the “WFOE Loan”) on acceptable terms and subordinated to the principal
lender of the WFOE
In addition, following closing of the Arrangement, the Subscriber has agreed to provide a secured term loan to
Tornado (the “Subscriber Loan”) in a principal amount of Chinese Renminbi equal to $2,500,000 (the “Subscriber
Loan Amount”). The Subscriber will receive, amongst other things, a subordinated note (the “Subscriber Note”)
in a principal amount equal to the Subscriber Loan Amount. The Subscriber Note will bear interest at a rate of 8.0%
per annum, payable annually for a term of four (4) years. The principal amount of the Subscriber Note will be
repayable in a lump sum at the end of the term of the loan. The Subscriber Note will be secured by all personal
property of Tornado and subordinated to Tornado’s principal lender.
See “Available Funds” in Appendix C to this Circular.
Post-Arrangement Interest of Empire in Tornado
Pursuant to the Arrangement, Empire will transfer the Transferred Assets and Transferred Liabilities to Tornado in
consideration of the Empire Shareholders receiving Tornado Class “A” Shares representing 100% of the issued and
outstanding Tornado Class “A” Shares upon completion of the Arrangement and approximately 54.5% of the
Tornado Class “A” Shares upon exchange of the Subscription Receipts for Tornado Class “A” Shares, see
“Available Funds” in Appendix C to this Circular.
In addition to the issuance of the Tornado Class “A” Shares to Empire Shareholders, Empire will provide a
subordinated loan (the “Empire Loan”) to Tornado in a principal amount determined based on the following
formula:
A+B–C–D–E
where:
A

is the book value at the Effective Time of the following current assets to be transferred to Tornado
under the Arrangement: accounts receivable; inventory; and prepaid expenses and other assets;

B

is the book value at the Effective Time of the following non-current assets to be transferred to
Tornado under the Arrangement: net property, plant and equipment; and net intangible assets;

C

is the book value at the Effective Time of the following current liabilities to be assumed by
Tornado under the Arrangement: accounts payable and accrued liabilities; and current portion of
finance leases;

D

is the book value at the Effective Time of the following non-current liabilities to be assumed by
Tornado under the Arrangement: finance leases; and

E

is $3,500,000.

If the transaction had closed on December 31, 2015 as described in the Pro Forma Consolidated Statement of
Financial Position included as Schedule C to Appendix C of the Circular, the amount of Purchase Note #1 would
have been $3,554,000.
The Empire Loan will bear interest at a rate of 2.7% per annum, payable annually for a term of seven (7) years.
Principal on the Empire Loan will be payable in an amount of $20,000 per month for the first five (5) years of the
term with lump sum payments of approximately $900,000 payable on the sixth (6th) and seventh (7th) anniversaries
of the closing of the Arrangement. The Empire Loan will be secured by all personal property of Tornado and
subordinated to Tornado’s principal lender (if any) and convertible into Tornado Class “A” Shares under certain
conditions including but not limited to, a default of the terms of the Empire Loan that has not been remedied within
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sixty (60) days and the approval of the TSXV. The conversion price of the Empire Loan will be equal to the volume
weighted average trading price of the Tornado Class “A” Shares for the thirty (30) days ending on the fifth (5th)
trading day preceding conversion.
Upon completion of the Arrangement, it is expected that Empire will be Tornado’s largest creditor.
See “Post-Arrangement Interest of Empire in Tornado” in Appendix C to this Circular.
Summary of Canadian Federal Income Tax Considerations
The following overview of certain income tax considerations is subject to the assumptions, provisos and details
under “Certain Canadian Federal Income Tax Considerations”, which should be reviewed by all Empire
Shareholders together with their tax advisors.
An Empire Shareholder who is resident in Canada for the purposes of the Tax Act and who is not a Dissenting
Securityholder subject to making a Section 85 Election, (1) should not realize a capital gain as a result of the
disposition of Empire Shares in exchange for New Empire Shares pursuant to the Arrangement, (2) may realize a
capital gain (or capital loss) as a result of the disposition of Empire Preferred Shares in exchange for Tornado Notes
pursuant to the Arrangement (as described in more detail herein), and (3) should not realize a capital gain as a result
of the disposition of Tornado Notes in exchange for Tornado Class “A” Shares pursuant to the Arrangement. An
Empire Shareholder may wish to file a Section 85 Election if doing so will reduce or eliminate any capital gain that
the shareholder otherwise would realize on the disposition of the Empire Preferred Shares. Empire is willing to
make a Section 85 Election jointly with an Empire Shareholder in accordance with the procedure described herein
provided such election is received by Empire within one hundred eighty (180) days of the Effective Date. Empire
Shareholders should seek advice from their own legal and tax advisors to determine whether they should complete a
Section 85 Election.
An Empire Shareholder who is not resident in Canada should not be subject to tax under the Tax Act on any capital
gain realized on a disposition of Empire Shares, Empire Preferred Shares or Tornado Notes under the Arrangement
unless, in the case of the Empire Shares or Empire Preferred Shares, such share is, or is deemed to be, “taxable
Canadian property” of the non-resident Shareholder and the gain is not exempt from tax pursuant to the terms of an
applicable income tax treaty.
Eligibility for Investment
Based on certain representations made by Empire to Tax Counsel of Empire and subject to the process set out in
detail below, the New Empire Common Shares, Tornado Class “A” Shares and Tornado Notes to be issued under
the Arrangement will be “qualified investments” under the Tax Act for Registered Plans, provided in the case of
Tornado Class “A” Shares and the Tornado Notes, the Tornado Class “A” Shares are listed on a designated stock
exchange (which includes Tier 1 and Tier 2 of the TSXV) prior to the filing due date for Tornado’s first taxation
year for purposes of the Tax Act and provided that Tornado elects to be a public corporation for purposes of the Tax
Act from the commencement of its first taxation year.
See “Certain Canadian Federal Income Tax Considerations – Residents of Canada – Eligibility for Investment”.
Risk Factors
In evaluating the Arrangement, Empire Shareholders should carefully consider the risks relating to the Arrangement
set out in the Circular under “Risk Factors”. These risk factors are not a definitive list of all risks relating to the
Arrangement. Additional risks and uncertainties, including those currently unknown or considered immaterial by
Empire, may also adversely affect the Arrangement and the New Empire Common Shares or the Tornado Class “A”
Shares or the businesses of Empire and Tornado following completion of the Arrangement.
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Empire Shareholders also should carefully consider the risk factors relating to the businesses of Empire and Tornado
set out in this Circular and in the documents incorporated by reference herein. See “Information Concerning
Empire” and Appendix B to this Circular, and “Information Concerning Tornado” and Appendix C to this Circular.
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GENERAL PROXY MATTERS
Solicitation of Proxies
This Circular is provided in connection with the solicitation of proxies by the management of Empire for use at the
Empire Meeting for the purposes set forth in the accompanying Empire Notice of Meeting. The associated costs
will be borne by Empire. In addition to solicitation by mail, proxies may be solicited by personal interviews,
telephone or other means of communication and by directors, officers and employees of Empire (who will not be
specifically remunerated therefor).
The Empire Meeting is being called pursuant to the Interim Order to seek the requisite approval of Empire
Securityholders to the Arrangement in accordance with section 193 of the ABCA. The full text of the Arrangement
Resolution is set forth in Appendix F – Arrangement Resolution. For a full description of the Arrangement see “The
Arrangement”. For information relating to the impact of the Arrangement on Empire and Tornado, see “Information
Concerning Tornado Post-Arrangement”.
The information set forth below generally applies to registered holders of Empire Securities. If you are a beneficial
holder of Empire Securities (i.e., your Empire Securities are held through a broker, financial institution or other
nominee), see “General Proxy Matters of Empire - Advice to Beneficial Holders of Empire Securities”.
Appointment and Revocation of Proxies
The persons named in the enclosed form of proxy are directors and/or officers of Empire. A registered Empire
Securityholder has the right to appoint a person (who need not be a Empire Securityholder) other than the persons
designated in the form of proxy provided by Empire to represent the Empire Securityholder at the Empire Meeting.
To exercise this right, the registered Empire Securityholder should strike out the names of management designees in
the enclosed form of proxy and insert the name of the desired representative in the blank space provided in the form
of proxy or submit another appropriate form of proxy. In order to be effective, a proxy must be forwarded so as to
reach or be deposited with CST Trust Company at P.O. Box 721 Agincourt, Ontario, M1S 0A1, or by facsimile at
1-866-781-3111 (North America) or (416) 368-5202 (International), or through the website of CST Trust Company
at www.cstvotemyproxy.com. Empire Securityholders must follow the instructions that appear on the screen and
refer to the enclosed proxy form for the holder’s account number and the proxy access number in all cases ensuring
that the proxy is received at least 48 hours (excluding Saturdays, Sundays and statutory holidays in Alberta) prior to
the Empire Meeting. The proxy shall be in writing and executed by the registered Empire Securityholder or such
Empire Securityholder’s attorney authorized in writing, or if such registered Empire Securityholder is a corporation,
under its corporate seal or by a duly authorized officer or attorney.
In addition to revocation in any other manner permitted by applicable laws, a registered Empire Securityholder may
revoke a proxy: (a) by instrument in writing executed by the Empire Securityholder or such Empire Securityholder’s
attorney authorized in writing or if the Empire Securityholder is a corporation, under its corporate seal or by an
officer or attorney thereof, duly authorized, and deposited either with the scrutineers at the office of the scrutineers
designated in the Empire Notice of Meeting and this Circular not later than 48 hours (excluding Saturdays, Sundays
and statutory holidays in Alberta) prior to the Empire Meeting or with the Chair of the Empire Meeting on the day of
the Empire Meeting; (b) by a duly executed and deposited proxy bearing a later date or time than the date or time of
the proxy being revoked; or (c) as permitted by Applicable Laws.
Proxy Voting
Empire Securities represented by an effective proxy will be voted in accordance with the instructions specified
therein. Where no choice is specified, the Empire Securities will be voted in favour of the approval of the
Arrangement Resolution and the other matters to be considered at the Empire Meeting. The enclosed form of proxy
confers discretionary authority in respect of amendments or variations to matters identified in the Empire Notice of
Meeting and with respect to other matters which may properly come before the Empire Meeting or any adjournment
thereof. As of the date hereof, management of Empire knows of no amendments, variations or other matters to
come before the Empire Meeting; however, if any other matter properly comes before the Empire Meeting, the
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accompanying form of proxy will be voted on such matter in accordance with the best judgment of the person(s)
voting the proxies.
Voting Securities of Empire and Principal Holders Thereof
As of the date of this Circular, there are 259,336,473 Empire Shares and 22,720,000 Empire Options issued and
outstanding. The Empire Shares are Empire's only outstanding voting securities. Each Empire Share entitles the
holder thereof to one vote on a ballot at the Empire Meeting in respect of all resolutions at Empire Meeting.
Pursuant to the terms of the Interim Order, the Arrangement Resolution must, subject to further order of the Court,
be approved by at least 66 2/3% of the aggregate votes cast by Empire Securityholders present in person or
represented by proxy at the Meeting. See “Procedure for the Arrangement to Become Effective - Empire
Securityholder Approval”.
Empire has prepared, as of the close of business on May 11, 2016 (the “Record Date”), a list of Empire
Securityholders entitled to receive the Empire Notice of Meeting and showing the number of Empire Securities held
by each such Empire Securityholder. Only those Empire Securityholders named in the list of Empire Securityholders
will be entitled to notice of, to attend and to vote the Empire Securities shown opposite such Empire
Securityholder's name at the Empire Meeting, provided that, to the extent that an Empire Securityholder transfers
ownership of any Empire Securities after the Record Date and the transferee of those Empire Securities establishes
ownership of such Empire Securities and demands, not later than ten (10) days before the Empire Meeting, to be
included in the list of Empire Securityholders eligible to vote at the Empire Meeting, such transferee will be
entitled to vote those Empire Securities at the Empire Meeting.
Pursuant to the Interim Order, business may be transacted at the Empire Meeting if at least two (2) persons holding
or representing by proxy not less than 5% of the outstanding Empire Securities entitled to vote at the Empire
Meeting, are present at the Empire Meeting. The Interim Order provides that if no quorum is present within thirty
(30) minutes from the appointed Empire Meeting time, the Empire Meeting shall be adjourned to the same day in
the next week if a Business Day, and if such day is not a Business Day, the Empire Meeting shall be adjourned to
the next Business Day following one week after the day appointed for the Empire Meeting, and to such time and
place as may be determined by the Chair of the Empire Meeting. No notice of the adjourned Empire Meeting is
required and, if at such adjourned meeting a quorum is not present, the Empire Securityholders present, if at least
two (2), will be a quorum for all purposes.
To the knowledge of the directors and executive officers of Empire, as at the date hereof, no person or company
beneficially owns or exercises control or direction over, directly or indirectly, 10% or more of the voting rights
attached to all of the issued and outstanding Empire Securities other than:
Name of Empire Securityholder

Number and Percentage of Empire Securities
49,051,500 (18.9%)(1)

Canada Zhoufa Agricultural Holding Company Ltd.

Note:
(1) The information set forth in the above table is based on publicly available information.

Advice to Beneficial Holders of Empire Securities
The information set forth in this section is of significant importance to many Empire Securityholders, as a
substantial number of Empire Securityholders do not hold Empire Securities in their own names. Empire
Securityholders who do not hold their Empire Securities in their own names (referred to in this Circular as
“Beneficial Holders”) should note that only proxies deposited by Empire Securityholders whose names appear on
the records of Empire as the registered holders thereof can be recognized and acted upon at the Empire Meeting. If
Empire Securities are listed in an account statement provided to an Empire Securityholder by a broker, then, in
almost all cases, those Empire Securities will not be registered in the Empire Securityholder’s name on the records
of Empire. Such Empire Securities will more likely be registered in the name of the broker or an agent of the
broker. In Canada, the vast majority of shares are registered under the name of CDS & Co. (the registration name
for the CDS Clearing & Depository Services Inc., which acts as a nominee for many Canadian brokerage firms).
Empire Securities held by brokers or their nominees can only be voted (for or against resolutions) upon instructions
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of the Beneficial Holder. Without specific instructions, brokers/nominees are prohibited from voting securities for
their clients. Empire does not know for whose benefit the securities registered in the names of CDS & Co. are held.
Therefore, Beneficial Holders cannot be recognized at the Empire Meeting for purposes of voting their securities in
person or by way of proxy.
Applicable regulatory policies require intermediaries/brokers to seek voting instructions from Beneficial Holders in
advance of the Empire Meeting. Every intermediary/broker has its own mailing procedures and provides its own
return instructions which should be carefully followed by Beneficial Holders in order to ensure that their Empire
Securities are voted at the Empire Meeting. Often, the form of proxy supplied to a Beneficial Holder by its broker is
identical to that provided to registered holders of Empire Securities. However, its purpose is limited to instructing
the registered holder on how to vote on behalf of the Beneficial Holder. The majority of brokers now delegate
responsibility for obtaining instructions from clients to Broadridge Financial Solutions, Inc. (“Broadridge”).
Broadridge typically mails a scanable voting instruction form in lieu of the form of proxy. Beneficial Holders are
asked to complete and return the voting instruction form to Broadridge by mail or facsimile or to follow specified
telephone or internet voting procedures. Broadridge will then tabulate the results of all instructions received and
provide appropriate instructions respecting the voting of Empire Securities to be represented at the Empire Meeting.
If a Beneficial Holder receives a voting instruction form from Broadridge, it cannot be used as a proxy to vote
Empire Securities directly at the Empire Meeting, as the voting instruction forms must be returned to Broadridge or
the telephone or internet procedures completed well in advance of the Empire Meeting in order to have such shares
voted.
If you are a Beneficial Holder and wish to vote in person at the Empire Meeting, please contact your broker or agent
well in advance of the Empire Meeting to determine how you can do so.
THE ARRANGEMENT
The following is a summary of the terms of the Arrangement. This summary does not purport to be complete and is
qualified by reference to the Arrangement Agreement, a copy of which is attached to this Circular as Appendix A
and to the Plan of Arrangement, a form which is attached as Schedule A to the Arrangement Agreement.
Empire is proposing to spin-off the Hydrovac Business to the Empire Shareholders by transferring the assets related
to the Hydrovac Business to a new corporation, Tornado, and distributing the Tornado Class “A” Shares to the
Shareholders pursuant to the Arrangement. The Arrangement will be carried out in accordance with the
Arrangement Agreement, the Plan of Arrangement and related documents. Summaries of the principal terms of the
Arrangement Agreement and the Plan of Arrangement are set out under “The Arrangement Agreement” and “–
Principal Steps of the Arrangement”. A summary of the effects of the Arrangement on the corporate structure of
Empire and on the securityholders of Empire is set out under “– Effects of the Arrangement”. Information
concerning Empire is set out under “Information Concerning Empire” and in Appendix B to this Circular.
Information concerning Tornado is set out under “Information Concerning Tornado” and in Appendix C to this
Circular.
Background to the Arrangement
The Empire Board regularly considers strategic opportunities available to Empire with a view to realizing the full
value of its businesses and maximizing value for the Empire Shareholders. After much consideration, the directors
of Empire determined that a reorganization of its business by way of a transfer of Empire’s interest in the Hydrovac
Business to a separate entity owned by the Empire Shareholders would achieve the desired result.
On February 1, 2016, Empire disclosed that it intended to spin-off the Hydrovac Business. On May 17, 2016 the
Empire Board met to consider and discuss the terms of the Arrangement, the draft Arrangement Agreement and the
draft Circular, and other related agreements and documents, and unanimously determined that the Arrangement is
fair to the Empire Shareholders and is in the best interests of Empire and to recommend that the Empire
Shareholders vote in favour of the Arrangement Resolution. The Empire Board approved, among other things, the
entering into of the Arrangement Agreement and the implementation of the Plan of Arrangement and the submission
of the Arrangement to the Empire Shareholders for their approval at the Meeting and to the Court.
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On May 18, 2016, Empire announced the entering into of the Arrangement Agreement between Empire, Tornado
and Holdco.
Recommendation of the Empire Board
After careful consideration, the Empire Board has unanimously determined that the Arrangement is fair to the
Empire Securityholders and is in the best interests of Empire. Accordingly, the Empire Board unanimously
recommends that Empire Securityholders vote FOR the Arrangement Resolution.
Reasons for the Arrangement
In the course of its evaluation of the Arrangement, the Empire Board consulted with management of Empire and its
advisors, reviewed a significant amount of information and considered a number of factors, including, but limited to,
the following:
(a) Current Market Price of Empire Shares Does Not Reflect Full Value. The Empire Board and management
of Empire believes that the current market price of the Empire Shares does not reflect the full value of its
media-based attractions, steel fabrication and the Hydrovac Businesses. The Arrangement is expected to
allow Empire Shareholders to realize the full value of the media-based attractions and steel fabrication
business through their holding of New Empire Common Shares and also to realize the potential of the
Hydrovac Business through their holding of Tornado Class “A” Shares following completion of the
Arrangement.
(b) Enhanced Ability to Pursue Corporate Objectives and Strategies. The Arrangement is expected to enhance
the ability of Empire and Tornado to pursue their respective corporate objectives and strategies by allowing
Empire to focus on its media-based attractions and steel fabrication business and allowing Tornado to focus
on the Hydrovac Business. Separating Empire into two (2) separate companies, each with its own
management team and board of directors, will allow each company to pursue independent growth
strategies.
(c) Focused Investment Decision. The creation of two (2) separate companies dedicated to the pursuit of their
respective businesses will provide Empire Shareholders with additional investment flexibility as they will
hold a direct interest in two (2) separate companies that are at different stages of commercial development
and focused on different objectives and strategies.
(d) Independent Access to Capital. Following completion of the Arrangement, Empire and Tornado will have
independent access to capital which the Empire Board and management of Empire believe will result in
more specific capital allocation practices and minimize future dilutions in each company. In particular,
following completion of the Arrangement, Empire will be able to raise capital specifically in respect of its
more developed media-based attractions and steel fabrication business and Tornado will be able to raise
capital specifically in respect of the Hydrovac Business.
(e) Continued Participation in Hydrovac Business Through Ownership Interest in Tornado. Empire
Shareholders will maintain their ownership interests in Empire and will also receive an ownership interest
in Tornado.
(f) Tax Treatment for Canadian Shareholders. Subject to the assumptions, provisos and details under “Certain
Canadian Federal Income Tax Considerations”, an Empire Shareholder who is resident in Canada for the
purposes of the Tax Act and who is not a Dissenting Securityholder, subject to making a Section 85
Election, (1) should not realize a capital gain (or capital loss) as a result of the disposition of Empire Shares
in exchange for New Empire Common Shares pursuant to the Arrangement, (2) may realize a capital gain
(or capital loss) as a result of the disposition of Empire Preferred Shares in exchange for Tornado Notes
pursuant to the Arrangement (as described in more detail herein), and (3) should not realize a capital gain
(or capital loss) as a result of the disposition of Tornado Notes in exchange for Tornado Class “A” Shares
pursuant to the Arrangement. An Empire Shareholder may wish to file a Section 85 Election if doing so
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will reduce or eliminate any capital gain that the shareholder otherwise would realize on the disposition of
the New Empire Preferred Shares. Empire is willing to make a Section 85 Election jointly with an Empire
Shareholder in accordance with the procedure described herein provided such election is received by
Empire within one hundred eighty (180) days of the Effective Date. Empire Shareholders should seek
advice from their own legal and tax advisors to determine whether they should complete a Section 85
Election.
(g) Shareholder and Court Approval. The Arrangement must be approved by at least two-thirds (2/3) of the
votes cast by Empire Shareholders and Empire Optionholders, voting as separate classes, present in person
or represented by proxy and entitled to vote at the Meeting. The Arrangement must also be approved by
the Court, which will consider, among other things, the fairness of the terms and conditions of the
Arrangement and the procedures relating thereto and the rights and interests of every person affected by the
Arrangement.

(h) Dissent Rights. Registered Empire Securityholders who oppose the Arrangement may, on strict compliance
with certain conditions, exercise their Dissent Rights and receive the fair value of their Empire Securities in
accordance with the terms of the Plan of Arrangement.
In the course of its deliberations, the Empire Board also identified and considered a variety of risks and potentially
negative factors relating to the Arrangement, including, but not limited to, the risks relating to the Arrangement set
out under “Risk Factors”.
The foregoing discussion summarizes the material factors considered by the members of the Empire Board in their
consideration of the Arrangement. The Empire Board reached its unanimous decision with respect to the
Arrangement in light of the factors described above and other factors that each member of the Empire Board felt
were appropriate. In view of the wide variety of factors and the quality and amount of information considered, the
Empire Board did not find it useful or practicable to, and did not make specific assessments of, quantify, rank or
otherwise assign relative weights to the specific factors considered in reaching its determination. Individual
members of the Empire Board may have given different weight to different factors.
Principal Steps of the Arrangement
Pursuant to the Plan of Arrangement, commencing at the Effective Time, each of the following events will occur
and will be deemed to occur in the following sequence without any further act or formality of or by Empire,
Tornado, Holdco or any other person:
(a)

(b)

(i)

each Dissenting Security held by a Dissenting Securityholder who is ultimately
determined to be entitled to be paid the fair value of the Dissenting Securities in respect
of which such Dissenting Securityholder has exercised Dissent Rights will be and be
deemed to be transferred by the holder thereof to Empire (free and clear of any Liens)
and such Dissenting Securityholder will cease to be the holder thereof or to have any
rights as a holder in respect of such Dissenting Securities other than the right to be paid
the fair value of such Dissenting Securities determined and payable in accordance with
the Arrangement Agreement and each Dissenting Shareholder’s name will be removed as
the holder of such Empire Shares or Empire Options, as the case may be, from the
register of Empire Securityholders maintained by or on behalf of Empire; and

(ii)

at the same time as the step in (a)(i) occurs, legal and beneficial title to each such
Dissenting Security will vest in Empire and Empire will be and be deemed to be the
transferee and legal and beneficial owner of such Dissenting Security (free and clear of
any Liens) and will be entered in the register of Empire Securityholders as the sole holder
thereof;

Tornado will purchase all of the outstanding Holdco Common Shares from Empire for cash
consideration in the amount of $1.00 and Empire shall cease to be a registered or beneficial holder
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of the Holdco Common Shares and its name shall be removed from the securities register
maintained by or on behalf of Holdco in respect of the Holdco Common Shares.

(c)

The stated capital of the Holdco Common Shares will be reduced to $1.00 without payment.

(d)

Holdco will be wound-up into Tornado, and in furtherance thereof, all of the assets of Holdco will
be transferred to Tornado and all of the liabilities and obligations of Holdco will be assumed by
Tornado.

(e)

In the course of a reorganization of the capital of Empire, the articles of incorporation of Empire
will be amended to:
(i)

add a class of common shares designated as the “Class “A” Common Shares” having the
rights, privileges, restrictions and conditions set forth in Exhibit A attached to and
forming part of the Plan of Arrangement (being the New Empire Common Shares);

(ii)

add a class of preferred shares designated as the “Special Preferred Shares” having the
rights, privileges, restrictions and conditions set forth in Exhibit B attached to and
forming part of the Plan of Arrangement (being the Empire Preferred Shares);

(iii)

redesignate the Empire Shares such that (A) dividends payable on the Empire Shares
shall be subject to the rights of the holders of Empire Preferred Shares and the existing
class of preferred shares of Empire, and (B) the rights on liquidation, dissolution or windup shall be subject to the rights of the holders of New Empire Common Shares and
Empire Preferred Shares and that the Empire Shares will share rateably with the New
Empire Common Shares; and

(iv)

redesignate the existing class of preferred shares of Empire such that holders of each
series will have preference over holders of Empire Shares and New Empire Common
Shares in respect of the payment of dividends and the distribution of assets.

(f)

In the course of a reorganization of the capital of Empire, each Empire Shareholder who is not a
Dissenting Securityholder, will transfer each of its Empire Shares to Empire for fair market value
consideration consisting of the issuance by Empire to each Empire Shareholder of one-quarter
(1/4) of a New Empire Common Share and one-eighth (1/8) of an Empire Preferred Share. The
stated capital of the New Empire Common Shares and the Empire Preferred Shares will be set at
$NIL in each case.

(g)

Each Empire Share will be cancelled and each shareholder shall cease to be a registered or
beneficial holder of the Empire Shares and the name of such holder shall be removed from the
securities register maintained by or on behalf of Empire in respect of the Empire Shares.

(h)

Each Empire Shareholder who is not a Dissenting Securityholder will be added to the securities
register maintained by or on behalf of Empire in respect of the New Empire Common Shares as
the legal and beneficial owner of the number of New Empire Common Shares so held following
the transfer in contemplated in the Plan of Arrangement.

(i)

Each Empire Shareholder who is not a Dissenting Securityholder will be added to the securities
register maintained by or on behalf of Empire in respect of the Empire Preferred Shares as the
legal and beneficial owner of the number of Empire Preferred Shares so held following the
transfer contemplated in the Plan of Arrangement.
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(j)

Each Empire Shareholder who is not a Dissenting Securityholder will transfer each of its Empire
Preferred Shares to Tornado in exchange for fair market value consideration consisting of the
issuance of a non-interest-bearing promissory note (each a “Tornado Note”) with a principal
amount equal to the Share Redemption Price of such share (as defined in Exhibit B to the Plan of
Arrangement). Each Tornado Note will be issued to and in the name of Empire, which will hold
and deal with such note under the Plan of Arrangement as bare trustee on behalf of the Empire
Shareholder.

(k)

Empire will redeem all of the outstanding Empire Preferred Shares for the Aggregate Redemption
Price (as defined in Exhibit B to the Plan of Arrangement) and as payment will issue to Tornado a
non-interest-bearing demand promissory note (“Redemption Note”) with a principal amount
equal to such Aggregate Redemption Price.

(l)

Each Empire Preferred Share shall be cancelled and Tornado shall cease to be a registered or
beneficial holder of the Empire Preferred Share and its name shall be removed from the securities
register maintained by or on behalf of Empire in respect of the Empire Preferred Shares.

(m)

Each Empire Shareholder who is not a Dissenting Securityholder will transfer each Tornado Note
to Tornado in exchange for fair market value consideration consisting of one Tornado Class “A”
Share. The stated capital of the Tornado Class “A” Shares will be set at an amount equal to
aggregate principal amounts of the Tornado Notes.

(n)

Tornado will purchase all of the outstanding Tornado Common Shares from Empire for cash
consideration in the amount of $1.00.

(o)

Each Tornado Common Share shall be cancelled and Empire shall cease to be a registered or
beneficial holder of the Tornado Common Shares and its name shall be removed from the
securities register maintained by or on behalf of Tornado in respect of the Tornado Common
Shares.

(p)

Iron Works will transfer all of the Hydrovac Assets to Tornado for fair market value consideration
consisting of: (a) the assumption by Tornado of the Hydrovac Liabilities; (b) the issuance of a
promissory note (“Purchase Note #1”) with a principal amount determined based on the
following formula:
A+B–C–D–E
where:
A

is the book value at the Effective Time of the following current assets to be transferred to
Tornado under the Arrangement: accounts receivable; inventory; and prepaid expenses
and other assets;

B

is the book value at the Effective Time of the following non-current assets to be
transferred to Tornado under the Arrangement: net property, plant and equipment; and
net intangible assets;

C

is the book value at the Effective Time of the following current liabilities to be assumed
by Tornado under the Arrangement: accounts payable and accrued liabilities; and current
portion of finance leases;

D

is the book value at the Effective Time of the following non-current liabilities to be
assumed by Tornado under the Arrangement: finance leases; and

E

is $3,500,000,
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and (c) the issuance of a non-interest-bearing demand promissory note (“Purchase Note #2”) with
a principal amount equal to the Aggregate Redemption Price (as defined in Exhibit B to the Plan
of Arrangement).
(q)

Iron Works will transfer Purchase Note #1 and Purchase Note #2 to Empire for fair market value
consideration consisting of the issuance by Empire to Iron Works of a non-interest bearing
demand promissory note (“Empire Internal Note”) with a principal amount equal to the
aggregate principal amount of the transferred notes.

(r)

Tornado and Empire will set-off Purchase Note #2 against the Redemption Note, in full payment
and satisfaction of all amounts owing under each note, and immediately thereafter such notes will
be cancelled.

(s)

The articles of incorporation of Empire will be further amended to remove (i) the authorized class
of shares designated as the “Special Preferred Shares” and (ii) the authorized class of shares
designated as the “Common Shares”.

(t)

The Empire Option Plan and each of the agreements entered into by Empire and an Empire
Optionholder will be deemed to be amended to provide that upon the exercise of any Empire
Option, the Empire Optionholder will acquire New Empire Common Shares.

Effects of the Arrangement
The Arrangement will result in the division of Empire into two (2) separate companies, with Empire continuing to
hold the assets related to its media-based attractions and steel fabrication business and Tornado holding the assets
related to the Hydrovac Business formerly held by Empire consisting of the Transferred Assets. Pursuant to the
Arrangement, among other things: (i) all of Empire’s entire legal and beneficial right, title and interest in and to the
Transferred Assets will be transferred to Tornado in accordance with the Bill of Sale Agreement; and (ii) the New
Empire Common Shares and the Tornado Class “A” Shares will be distributed to the Empire Shareholders other than
the Dissenting Shareholders. See “– Principal Steps of the Arrangement”.
Empire Shares
Pursuant to the Arrangement, each Empire Shareholder will ultimately receive, in exchange for each Empire Share
held by such Empire Shareholder, one quarter (1/4) of a New Empire Common Shares and one eighth (1/8) of a
Tornado Class “A” Share. All of the Empire Shares will be cancelled. See “Principal Steps of the Arrangement”
and “Procedure for Distribution of Securities.”
Procedural Steps
The Arrangement will be completed pursuant to section 193 of the ABCA. The following procedural steps are
required in order for the Arrangement to become effective:
(a) the Arrangement must be approved by the Empire Securityholders in accordance with the Interim Order;
(b) the Court must grant the Final Order approving the Arrangement;
(c) all other conditions to the Arrangement described under “The Arrangement Agreement – Conditions to the
Arrangement” must be satisfied or waived by the appropriate party; and

(d) articles of arrangement must be filed with the Registrar.
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Securityholder Approval
At the Meeting, Empire Securityholders will be asked to consider, and if thought advisable, to approve, with or
without amendment, the Arrangement Resolution, a copy of which is attached to this Circular as Appendix F. To be
effective, in accordance with the Interim Order, the Arrangement Resolution must be approved by at least two-thirds
(2/3) of the votes cast by Empire Shareholders and Empire Optionholders, voting as separate classes, present in
person or represented by proxy and entitled to vote at the Meeting. Unless otherwise directed, the persons named
in the enclosed form of proxy intend to vote FOR the Arrangement Resolution.
Court Approval
The Arrangement requires the approval of the Court under section 193 of the ABCA.
Interim Order
On May 19, 2016, Empire obtained the Interim Order providing for the calling and holding of the Empire Meeting
and other procedural matters. The Interim Order provides that the Arrangement Resolution must be approved by at
least two-thirds (2/3) of the votes cast by Empire Shareholders and Empire Optionholders, voting as separate
classes, present in person or represented by proxy and entitled to vote at the Empire Meeting. A copy of the Interim
Order is attached to this Circular as Appendix D.
Final Order
Subject to the terms of the Arrangement Agreement, and if the Arrangement Resolution is approved by the Empire
Securityholders at the Meeting, Empire intends to make an application to the Court for the Final Order. The hearing
in respect of the Final Order is scheduled to take place at 10:00 a.m. (Calgary time) on June 24, 2016, unless
adjourned, or as soon after that time as the application may be heard, at Calgary Courts Centre, 601 - 5 Street SW,
Calgary, Alberta, subject to the approval of the Arrangement Resolution at the Meeting. A copy of the Notice of
Originating Application is attached to this Circular as Appendix E.
Under the terms of the Interim Order, each Empire Securityholder will have the right to appear and make
submissions at the hearing for the Final Order. Any Empire Securityholder wishing to appear or to be represented at
the hearing for the Final Order may do so but must comply with certain procedural requirements described in the
Interim Order and the Notice of Application. In the event that the hearing for the Final Order is adjourned, only
those persons who have served and filed a notice of appearance in accordance with the requirements of the Interim
Order and the Notice of Application will be given notice of the adjournment. Empire Securityholders wishing to
appear or to be represented at the hearing for the Final Order should consult with their legal advisors.
At the hearing for the Final Order, the Court will consider, among other things, the fairness of the terms and
conditions of the Arrangement and the procedures relating thereto and the rights and interests of every person
affected by the Arrangement. The Court may approve the Arrangement as proposed or as amended in any manner as
the Court may direct. The Court’s approval is required in order for the Arrangement to become effective.
The Court will be informed before the hearing for the Final Order that its determination that the Arrangement is fair
to the Empire Securityholders will constitute a basis for the Section 3(a)(10) Exemption with respect to the issuance
and distribution of the New Empire Common Shares, Tornado Class “A” Shares and Empire Options under the
Arrangement, as described under “Securities Laws Matters – United States Securities Laws”.
Regulatory Matters
In addition to the approval of Empire Securityholders and the Court, it is a condition to the implementation of the
Arrangement that all of the requisite regulatory approvals be obtained. The Arrangement, the listing of the Tornado
Class “A” Shares and the listing of the New Empire Common Shares require the approval of the TSXV.
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The Tornado Class “A” Shares are not currently listed on any stock exchange. Empire agreed in the Arrangement
Agreement to use all commercially reasonable efforts to have the Tornado Class “A” Shares approved for listing on
the TSXV and it is a condition to the completion of the Arrangement that the TSXV will have conditionally
approved the listing of the Tornado Class “A” Shares to be issued pursuant to the Arrangement. Listing on the
TSXV will be subject to Tornado fulfilling all of the requirements of the exchange. There is no guarantee that any
stock exchange will approve the listing of the Tornado Class “A” Shares or that the Tornado Class “A” Shares will
be listed on a stock exchange.
The Empire Shares are currently listed on the TSXV under the trading symbol “EIL” and, subject to approval of the
TSXV, the New Empire Common Shares will continue to be listed on the TSXV under the trading symbol “EIL”.
Other than the approval of the Court and the approval of the TSXV, Empire is not aware of any material approval,
consent or other action by any federal, provincial, state or foreign government or any administrative or regulatory
agency that would be required to be obtained in order to complete the Arrangement. In the event that any such
approval, consent or other action is determined to be required, such approval or consent will be sought, although any
such additional requirements could delay the Effective Date.
Completion of the Arrangement
If the Arrangement Resolution is approved by the Empire Securityholders, the Final Order is granted and all other
conditions of the Arrangement are satisfied or waived, the Arrangement will become effective at the Effective Time,
or such other time as Empire and Tornado may agree, on a date determined by Empire and Tornado. Completion of
the Arrangement is expected to occur on June 27, 2016; however, it is possible that completion of the Arrangement
may be delayed beyond this date if the conditions of the Arrangement have not been met.
Procedure for Distribution of Securities
In the event that the Arrangement is approved, to receive New Empire Common Shares and Tornado Class “A”
Shares in exchange for Empire Shares, Empire Shareholders must complete and return the enclosed Letter of
Transmittal, together with the certificate(s) representing their Empire Shares to the Depository at the office specified
in the Letter of Transmittal.
Empire Shareholders whose Empire Shares are registered in the name of a broker, dealer, bank, trust company or
other nominee must contact their nominee to deposit their Empire Shares.
The use of the mail to transmit certificates representing Empire Shares and the Letter of Transmittal is at each
holder’s risk. Empire recommends that such certificates and documents be delivered by hand to the Depository and a
receipt therefor be obtained or that registered mail be used.
All signatures on: (i) the Letter of Transmittal; and (ii) certificates representing Empire Shares must be guaranteed
by an Eligible Institution, unless otherwise provided. In order to receive New Empire Common Shares and Tornado
Class “A” Shares after the Effective Date, Empire Shareholders must submit the certificate(s) for their Empire
Shares to the Depository.
Subject to any Applicable Laws relating to unclaimed personal property, any certificate formerly representing
Empire Shares that is not deposited with all other documents as required by the Plan of Arrangement on or before
the last Business Day prior to the third anniversary of the Effective Date, or such shorter period required under any
Applicable Laws, shall cease to represent a right or claim of any kind or nature including the right of the former
Empire Shareholder to receive New Empire Common Shares (and any dividends or other distributions thereon) or
Tornado Class “A” Shares (and any dividends or other distributions thereon). In such case, such Empire Shares shall
be returned to Empire for cancellation and any dividends or other distributions in respect of such Empire Shares
shall be returned to Empire.
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Fractional Shares
No fractional New Empire Common Shares or Tornado Class “A” Shares will be issued in connection with the
Arrangement. In the event that a former Empire Shareholder would otherwise be entitled to a fractional New Empire
Common Share or Tornado Class “A” Shares, the number of New Empire Common Share or Tornado Class “A”
Shares, as the case may be, issued to such Empire Shareholder will be rounded up to the next whole number of New
Empire Common Share or Tornado Class “A” Shares, as the case may be, if the fractional entitlement is equal to or
greater than 0.5 and will, without any additional compensation, be rounded down to the next whole number of New
Empire Common Share or Tornado Class “A” Shares, as the case may be, if the fractional entitlement is less
than 0.5. In calculating such fractional interests, all New Empire Common Shares or Tornado Class “A” Shares, as
the case may be, registered in the name of or beneficially held by such Empire Shareholder or his/her/its nominee
will be aggregated.
Treatment of Certain Empire Securities
Stock Options
All Empire Options that are outstanding at the Effective Time, whether vested or unvested, and the Empire Option
Plan, will be amended, pursuant to the Arrangement such that the share to be acquired upon the exercise of an
Empire Option shall be a New Empire Common Share. In addition, at the Effective Time, to reflect the share
consolidation under the Arrangement, whereby all Empire Shares will be exchanged for New Empire Common
Shares on a 4-for-1 basis, the option exercise price in effect immediately prior to the Arrangement shall be
proportionately increased and the number of New Empire Common Shares entitled to be purchased pursuant to the
terms of the Empire Options shall be proportionately decreased. There will be no adjustment to the exercise price of
an Empire Option at or after the Effective Time to reduce the exercise price as a result of the distribution of the
Hydrovac Business in accordance with the Arrangement.
Warrants
As at the date of this Circular, Empire has issued 27,500,000 warrants to acquire Empire Shares at a price of $0.10
per Empire Share at any time until 4:30 p.m. (Winnipeg time) on July 10, 2018. Prior to the date of this Circular,
Empire entered into a Warrant Consent Agreement with each holder of Empire Warrants pursuant to which each
holder of Empire Warrants consented to the Arrangement. Accordingly, the holders of Empire Warrants have
unanimously consented to the Arrangement.
In addition, all Empire Warrants that are issued and outstanding at the Effective Time will be amended pursuant to
the Warrant Consent Agreements, such that the share to be acquired upon the exercise of an Empire Warrant shall be
a New Empire Common Share. In addition, at the Effective Time, to reflect the share consolidation under the
Arrangement, whereby all Empire Shares will be exchanged for New Empire Common Shares on a 4-for-1 basis, the
warrant exercise price in effect immediately prior to the Arrangement shall be; (i) proportionately increased and the
number of consolidated Empire Shares entitled to be purchased pursuant to the terms of the Empire Warrants shall
be proportionately decreased; and (ii) immediately thereafter, the exercise price shall be decreased so that the
warrant exercise price shall equal the price determined by multiplying the warrant exercise price in effect
immediately after the increase previously described, by a fraction: (I) the numerator of which shall be the amount by
which (A) the amount obtained by multiplying the number of Empire Shares outstanding at the effective time by the
warrant exercise price immediately after the increase previously described, exceeds (B) the fair market value (as
determined by the Board, which determination shall be conclusive, subject to approval of the TSXV) to the holders
of such Empire Shares of the Tornado Class “A” Shares to be distributed pursuant to the Arrangement; and (II) the
denominator of which shall be the total number of Empire Shares outstanding at the Effective Time multiplied by
the warrant exercise price immediately after the increase previously described in respect of the share consolidation.
As a result, immediately after the Effective Time, Empire shall have an aggregate of 6,875,000 Empire Warrants
issued and outstanding which may be exercised at any time until 4:30 p.m. (Winnipeg time) on July 10, 2018.
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Convertible Debentures
As at the date of this Circular, Empire has issued the Empire Convertible Debentures. Pursuant to the terms of the
Empire Convertible Debentures, the Empire Convertible Debentures may be converted to Empire Shares at a
conversion price of $0.10 per Empire Share. Prior to the date of this Circular, Empire entered into a Convertible
Debenture Consent Agreement with each holder of Empire Convertible Debentures pursuant to which each holder of
Empire Convertible Debentures consented to the Arrangement. Accordingly, the holders of Empire Convertible
Debentures have unanimously consented to the Arrangement.
All Empire Convertible Debentures will be amended pursuant to the Convertible Debenture Consent Agreements
such that the share to be acquired upon the conversion of an Empire Convertible Debenture shall be a New Empire
Common Share. In addition, at the Effective Time, to reflect the share consolidation under the Arrangement,
whereby all Empire Shares will be exchanged for New Empire Common Shares on a 4-for-1 basis, the conversion
price of the convertible debentures in effect immediately prior to the Arrangement shall be: (i) proportionately
increased and the number of consolidated Empire Shares entitled to be purchased pursuant to the terms of the
Empire Convertible Debentures shall be proportionately decreased; and (ii) immediately thereafter, the conversion
price shall be decreased so that the conversion price shall equal the price determined by multiplying the conversion
price in effect immediately after the increase previously described, by a fraction: (I) the numerator of which shall be
the amount by which (A) the amount obtained by multiplying the number of Empire Shares outstanding at the
effective time by the conversion price immediately after the increase previously described, exceeds (B) the fair
market value (as determined by the Board, which determination shall be conclusive, subject to approval of the
TSXV) to the holders of such Empire Shares of the Tornado Class “A” Shares to be distributed pursuant to the
Arrangement; and (II) the denominator of which shall be the total number of Empire Shares outstanding at the
Effective Time multiplied by the conversion price immediately after the increase previously described in respect of
the share consolidation.
Voting Support Agreements
Empire Securityholders holding in aggregate 99,478,655 Empire Shares (representing approximately 38.3% of the
Empire Shares eligible to vote at the Empire Meeting) and 15,070,000 Empire Options (representing approximately
66.3% of the Empire Options eligible to vote at the Empire Meeting) have entered into Voting Support Agreements.
The following is a summary of the Voting Support Agreements.
Pursuant to the Voting Support Agreements, each Voting Securityholder has generally agreed, among other things:
(a)

to vote or to cause to be voted the Empire Securities owned or controlled by such Voting
Shareholder (the “Subject Securities”) at the Empire Meeting (or any adjournment or
postponement thereof) for any resolution in favour of the Arrangement and any other matter
that could reasonably be expected to facilitate the Arrangement;

(b)

to vote or cause to be voted the Subject Securities against any matter that could reasonably be
expected to delay, prevent or frustrate the successful completion of the Arrangement at any
meeting of the shareholders of Empire called for the purpose of considering same;

(c)

if the Voting Securityholder is the holder of record of the Subject Securities, no later than five
(5) Business Days prior to the date of the Empire Meeting, the Voting Securityholder will
deliver or cause to be delivered to Empire a duly executed proxy or proxies in respect of such
Subject Securities directing the holder of such proxy or proxies to vote in favour of the
Arrangement including, without limitation, the Arrangement Resolution and/or any matter
that could reasonably be expected to facilitate the Arrangement;

(d)

if the Voting Securityholder is the beneficial owner of the Subject Shares, no later than ten
(10) Business Days prior to the date of the Empire Meeting, the Voting Securityholder will
deliver or cause to be delivered, a duly executed voting instruction form to the intermediary
through which the Voting Securityholder holds its beneficial interest in the Subject Securities
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(provided that if the Voting Securityholder is a non-objecting beneficial owner, such voting
instructions will be delivered directly to Empire) instructing that the Subject Securities be
voted at the Empire Meeting in favour of the Arrangement including, without limitation, the
Arrangement Resolution and/or any matter that could reasonably be expected to facilitate the
Arrangement; and
(e)

not option, sell, transfer, pledge, encumber, grant a security interest in, hypothecate or
otherwise convey or enter into any forward sale, repurchase agreement or other monetization
transaction with respect to any of the Subject Securities, or any right or interest therein, to any
person or group or agree to do any of the foregoing provided, however, that the Voting
Securityholder may sell, assign, convey or otherwise transfer or dispose of any or all of the
Subject Securities to a related person provided that such related person enters into an
agreement with Empire on the same terms as the Voting Support Agreement, or otherwise
agrees with Empire to be bound by the provisions hereof or as otherwise consented to by
Empire;

(f)

not grant or agree to grant any proxy, power of attorney or other right to vote the Subject
Securities, except for proxies or voting instructions to vote, or cause to be voted, securities in
accordance with the Arrangement Agreement or with respect to any annual business to be
considered at the Empire Meeting;

(g)

not take any other action of any kind which might reasonably be regarded as likely to reduce
the success of, or delay or interfere with the completion of, the Arrangement;

(h)

if the Voting Shareholder acquires any additional Empire Securities following the date of the
Voting Support Agreement, the Voting Securityholder acknowledges that such additional
Empire Securities will be deemed to be subject to the terms of the Voting Support Agreement
and the Voting Securityholder will abide by the terms of the Arrangement Agreement in
respect of such Empire Securities; and

(i)

Empire and the Voting Securityholder will each bear their own expenses in relation to the
Voting Support Agreements.

Nothing contained in the Voting Support Agreements will restrict, limit or prohibit a Voting Securityholder from
exercising, in his capacity as an officer or director of Empire, his fiduciary duties to Empire.
Dissent Rights Under the Arrangement
The following description of Dissent Rights in respect of the Arrangement is not a comprehensive statement of the
procedures to be followed by a Dissenting Securityholder who seeks payment of the fair value of such holder's
Empire Securities and is qualified in its entirety by the reference to the full text of the Interim Order and section 191
of the ABCA which are attached as Appendices D “Interim Order” and G “Section 191 of the Business
Corporations Act (Alberta)”, respectively. A registered holder of Empire Securities who intends to exercise Dissent
Rights should carefully consider and comply with the provisions of section 191 of the ABCA, as modified and
supplemented by the Interim Order. Failure to strictly comply with the provisions of such section, as modified and
supplemented by the Interim Order, and to adhere to the procedures established therein may result in the loss of all
rights thereunder. A Empire Securityholder who is considering exercising Dissent Rights should consult his or her
legal advisor.
The Court hearing the application for the Final Order has the discretion to alter the Dissent Rights described herein
based on the evidence presented at such hearing.
Pursuant to the Interim Order, a registered holder of Empire Securities is entitled, in addition to any other right such
holder may have, to dissent and to be paid by Empire the fair value of the Empire Securities held by such Dissenting
Securityholder in respect of which such registered holder dissents, determined as of the close of business on the last
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Business Day before the day on which the Arrangement Resolution from which such holder dissents was approved.
A registered holder of Empire Securities may dissent only with respect to all of the Empire Securities held by such
holder or on behalf of any one beneficial owner and registered in the Dissenting Securityholder’s name. Only
registered holders of Empire Securities may dissent. Persons who are beneficial owners of Empire Securities
registered in the name of a broker, custodian, nominee or other intermediary who wish to dissent should be aware
that they may only do so through the registered owner of such Empire Securities. A registered holder, such as a
broker, who holds Empire Securities as nominee for beneficial holders, some of whom wish to dissent, must
exercise Dissent Rights on behalf of such beneficial owners with respect to the Empire Securities held for such
beneficial owners. In such case, the demand for dissent should set forth the number of Empire Securities covered by
it.
A Dissenting Securityholder must send to Empire a written objection to the Arrangement Resolution, which written
objection must be received by Empire, c/o Carscallen LLP, Suite 1500, 407 – 2 Street SW, Calgary, Alberta,
T2P 2Y3, Attention: John A. Brigidear, by 4:00p.m. (Calgary time) on June 14, 2016 or, if the Empire Meeting is
not held on June 21, 2016, on the Business Day that is five (5) Business Days prior to the date of the Empire
Meeting as adjourned or postponed. No Empire Securityholder who has voted in favour of the Arrangement
Resolution shall be entitled to exercise Dissent Rights with respect to such Empire Securities. Pursuant to the
Interim Order, a registered Empire Securityholder may not exercise the right to dissent in respect of only a portion
of such holder's Empire Securities.
It is a condition to Tornado’s obligation to complete the Arrangement that Empire Securityholders holding no more
than 2% of the Empire Securities shall have exercised Dissent Rights that have not been withdrawn as at the
Effective Date.
An application may be made to the Court by Empire or by a Dissenting Securityholder to fix the fair value of the
Dissenting Shareholder’s Empire Securities. If either Empire or a Dissenting Securityholder makes such an
application to the Court, Empire must, unless the Court otherwise orders, send to each Dissenting Securityholder for
which the application was made, a written offer to pay such person an amount considered by Empire to be the fair
value of the Empire Securities held by such Dissenting Securityholder. The offer, unless the Court otherwise orders,
will be sent at least ten (10) days before the date on which the application is returnable, if Empire is the applicant, or
within ten (10) days after Empire is served with notice of the application, if a Dissenting Securityholder is the
applicant. The offer will be made on the same terms to each Dissenting Securityholder for which the application
was made and will be accompanied by a statement showing how the fair value was determined.
In such circumstances, a Dissenting Securityholder may make an agreement with Empire for the purchase of its
Empire Securities in the amount of Empire's offer (or otherwise) at any time before the Court pronounces an order
fixing the fair value of the applicable Empire Securities.
A Dissenting Securityholder is not required to give security for costs in respect of an application and, except in
special circumstances, will not be required to pay the costs of the application or appraisal. On the application, the
Court will make an order fixing the fair value of the Empire Securities of all Dissenting Securityholders who are
parties to the application, giving judgment in that amount against Empire and in favour of each of those Dissenting
Securityholders, and fixing the time within which Empire must pay that amount payable to the Dissenting
Securityholders. The Court may, in its discretion, allow a reasonable rate of interest on the amount payable to each
Dissenting Securityholder calculated from the date on which the Dissenting Shareholder ceases to have any rights as
a Empire Securityholder until the date of payment.
On the Arrangement becoming effective, or upon the making of an agreement between Empire and the Dissenting
Securityholder as to the payment to be made by Empire to the Dissenting Securityholder, or upon the
pronouncement of a Court order, whichever first occurs, the Dissenting Securityholder will cease to have any rights
as a Empire Securityholder other than the right to be paid the fair value of such Empire Securityholder's Empire
Securities in the amount agreed to between Empire and the Empire Securityholder or in the amount of the judgment,
as the case may be. Until one of these events occurs, the Empire Securityholder may withdraw its dissent, or if the
Arrangement has not yet become effective, Empire may rescind the Arrangement Resolution, and in either event, the
dissent and appraisal proceedings in respect of that Empire Securityholder will be discontinued.
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Empire shall not make a payment to a Dissenting Securityholder under section 191 of the ABCA if there are
reasonable grounds for believing that Empire is or would after the payment be unable to pay its liabilities as they
become due, or that the realizable value of the assets of Empire would thereby be less than the aggregate of its
liabilities. In such event, Empire shall notify each Dissenting Securityholder that it is lawfully unable to pay
Dissenting Securityholders for their Empire Securities in which case the Dissenting Securityholder may, by written
notice to Empire within thirty (30) days after receipt of such notice, withdraw its written objection, in which case
such Empire Securityholder shall be deemed to have participated in the Arrangement as a Empire Securityholder. If
the Dissenting Securityholder does not withdraw its written objection it retains its status as a claimant against
Empire to be paid as soon as Empire is lawfully entitled to do so or, in a liquidation, to generally be ranked
subordinate to creditors but in priority to its shareholders.
All Empire Securities held by registered Empire Securityholders who exercise their Dissent Rights will, if the
holders do not otherwise withdraw such holders’ written objection, be deemed to be transferred to Tornado in
exchange for such fair value as of the Effective Date. If such Empire Securityholders are ultimately not entitled to be
paid the fair value for the Empire Securities, such Empire Securities will be deemed to have participated in the
Arrangement on the same basis as any non-Dissenting Securityholder as at and from the Effective Time.
The above summary does not purport to provide a comprehensive statement of the procedures to be followed by a
Dissenting Shareholder who seeks payment of the fair value of their Empire Securities. Section 191 of the ABCA,
as modified by the Interim Order, requires adherence to the procedures established therein and failure to do so may
result in the loss of all rights thereunder. Accordingly, each Dissenting Securityholder who is considering
exercising Dissent Rights should carefully consider and comply with the provisions of that section, the full text of
which is set out in Appendix G – “Section 191 of the Business Corporations Act (Alberta)”, as modified by the
Interim Order, and consult his or her own legal advisor.
THE ARRANGEMENT AGREEMENT
The Arrangement is being effected pursuant to the Arrangement Agreement and the Plan of Arrangement. The
Arrangement Agreement contains covenants, representations and warranties of and from each of Empire, Tornado
and Holdco and various conditions precedent.
The following is a summary of the Arrangement Agreement and is qualified in its entirety by reference to the full
text of the Arrangement Agreement, a copy of which is attached as Appendix A –“Arrangement Agreement”.
Representations and Warranties
The Arrangement Agreement contains customary representations and warranties from each party regarding its share
capital, due incorporation and due authorization of the Arrangement Agreement, and other customary matters.
Covenants
General Covenant
Empire has agreed that it will, so long as its board of directors has not withdrawn its recommendation to approve the
Arrangement, use all commercially reasonable efforts and do all things reasonably required of it to cause the
Arrangement to become effective on or before June 30, 2016.
Covenants of Empire
Empire has agreed that it will:
(a) not on or before the Effective Date perform any act or enter into any transaction that could interfere or be
inconsistent with the completion of the Arrangement;
(b) as soon as practicable, convene the Empire Meeting;
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(c) in a timely and expeditious manner:
(i) forthwith carry out the terms of the Interim Order;
(ii) prepare the Circular and proxy solicitation materials and any amendments or supplements thereto, and
file such materials in all jurisdictions where the same are required to be filed, and distribute the same
as ordered by the Interim Order and in accordance with all Applicable Laws, and solicit proxies to be
voted at the Empire Meeting in favour of the Arrangement Resolution and related matters; and
(iii) conduct the Meeting in accordance with the Interim Order, the by-laws of Empire, as applicable, and
as otherwise required by Applicable Laws;
(d) subject to obtaining all necessary approvals of the Empire Securityholders as contemplated in the Interim Order
and as may be directed by the Court in the Interim Order, forthwith proceed with and diligently prosecute an
application for the Final Order;
(e) subject to the receipt of the Final Order and the satisfaction or waiver of the conditions precedent in favour of
Empire, deliver to and file with the Registrar the Articles of Arrangement and the Final Order at such time as
Empire deems appropriate in its sole discretion in order to give effect to the Arrangement;
(f) on or before the Effective Date, assist and cooperate in the preparation and filing with all applicable securities
commissions or similar securities regulatory authorities in Canada and the United States of all necessary
applications to seek exemptions, if required, from the prospectus, registration and other requirements of the
applicable securities laws of jurisdictions in Canada and the United States for the issue by Empire of New
Empire Common Shares, Empire Options, Empire Preferred Shares, and by Tornado of the Tornado Class “A”
Shares, and other exemptions that are necessary or desirable in connection the Arrangement;
(g) prior to the Effective Date, obtain confirmation from the TSXV of the continued listing of the New Empire
Common Shares, and jointly with Tornado, make application to list the Tornado Class “A” Shares, issuable
pursuant to the Arrangement, on the TSXV; and
(h) on or before the Effective Date, perform the obligations required to be performed by Empire under the Plan of
Arrangement and do all such other acts and things, and execute and deliver all such agreements, assurances,
notices and other documents and instruments, as may be necessary or desirable and are within its power and
control in order to carry out and give effect to the Arrangement, including using all commercially reasonable
efforts to obtain:
(i) the approval of the Empire Securityholders required for the implementation of the Arrangement;
(ii) such other consents; orders, rulings or approvals and assurances as are necessary or desirable for the
implementation of the Arrangement; and
(iii) satisfaction of the other conditions precedent set out in the Arrangement Agreement.
Covenants of Tornado
Tornado will:
(a) not, on or before the Effective Date, except as specifically provided for in the Arrangement Agreement or in
connection with the Arrangement, alter or amend its constating documents, articles or by-laws as the same exist
as at the date of the Arrangement Agreement;
(b) prior to the Effective Date, as may be determined by Empire, in its sole discretion, to enable Empire (or any
Subsidiary) to carry out any transactions deemed advantageous by Empire for the separation from the Empire
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Business (as defined in the Arrangement Agreement) of the Tornado hydrovacs business and certain related
assets;
(c) not on or before the Effective Date perform any act or enter into any transaction that could interfere or could be
inconsistent with the completion of the Arrangement; and
(d) on or before the Effective Date, perform the obligations required to be performed by it under the Plan of
Arrangement and do all such other acts and things, and execute and deliver all such agreements, assurances,
notices and other documents and instruments, as may be necessary or desirable and are within its power and
control in order to carry out and give effect to the Arrangement, including co-operating with Empire to obtain:
a.

the Interim Order and the Final Order;

b.

the conditional approval of the listing of the Tornado Class “A” Shares on the TSXV;

c.

the conditional approval of the listing of the New Empire Common Shares on the TSXV;

d.

such other consents, rulings, orders, approvals and assurances as are necessary or desirable for the
implementation of the Arrangement; and

e.

satisfaction of the other conditions precedent referred to in the Arrangement Agreement.

Covenants of Holdco
Holdco will:
(a) not, on or before the Effective Date, except as specifically provided for in the Arrangement Agreement or in
connection with the Arrangement, alter or amend its constating documents, articles or by-laws as the same exist
as at the date of the Arrangement Agreement;
(b) prior to the Effective Date, as may be determined by Empire, in its sole discretion, to enable Empire (or any
Subsidiary) to carry out any transactions deemed advantageous by Empire for the separation from the Empire
Business (as defined in the Arrangement Agreement) of the Tornado hydrovacs business and certain related
assets;
(c) not on or before the Effective Date perform any act or enter into any transaction that could interfere or could be
inconsistent with the completion of the Arrangement; and
(d) on or before the Effective Date, perform the obligations required to be performed by it under the Plan of
Arrangement and do all such other acts and things, and execute and deliver all such agreements, assurances,
notices and other documents and instruments, as may be necessary or desirable and are within its power and
control in order to carry out and give effect to the Arrangement, including co-operating with Empire to obtain:
a.

the Interim Order and the Final Order;

b.

the conditional approval of the listing of the Tornado Class “A” Shares on the TSXV;

c.

the conditional approval of the listing of the New Empire Common Shares on the TSXV;

d.

such other consents, rulings, orders, approvals and assurances as are necessary or desirable for the
implementation of the Arrangement; and

e.

satisfaction of the other conditions precedent referred to in the Arrangement Agreement.
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Tax-Related Covenants
(a) Each Party has agreed to file its tax returns and make all other filings, notifications, designations and elections,
pursuant to the Tax Act and to make adjustments to its stated capital accounts in accordance with the terms of
the Plan of Arrangement following the Effective Date. Where an agreed amount is to be included in any such
election, such amount will be within the range contemplated by the Tax Act (or applicable provincial, territorial
or foreign legislation) and will be the amount contemplated by the Plan of Arrangement and this Agreement.
(b) Each Party covenants and agrees with and in favour of each other Party to cooperate in the preparation and
filing, in the form and within the time limits prescribed or otherwise contemplated in the Tax Act, of all tax
returns, filings, notifications, designations and elections under the Tax Act as contemplated in the Plan of
Arrangement and this Agreement (and any similar tax returns, elections, notifications or designations that may
be required under applicable provincial, territorial or foreign legislation).
Conditions Precedent
The obligations of Empire to complete the transactions contemplated by the Arrangement Agreement and to file
Articles of Arrangement to give effect to the Arrangement are subject to the satisfaction of the following conditions
(which, except for the conditions listed below, may be waived by Empire without prejudice to its right to rely on any
other condition in its favour):
(a) the Interim Order shall not have been set aside, amended or varied in a manner unacceptable to Empire, in its
sole discretion, whether on appeal or otherwise;
(b) the Arrangement Resolution shall have been approved by the requisite number of votes cast by the Empire
Securityholders at the Meeting in accordance with the provisions of the Interim Order and any applicable
regulatory requirements;
(c) the Final Order shall have been obtained in form and substance satisfactory to Empire, in its sole discretion;
(d) the Articles of Arrangement and all necessary related documents, in form and substance satisfactory to Empire,
in its sole discretion, shall have been accepted for filing by the Registrar together with the Final Order in
accordance with Subsection 193(11) of the ABCA;
(e) all material consents, orders, rulings, approvals, opinions and assurances, including regulatory, judicial, third
party and advisor opinions, approvals and orders, required or necessary, in the sole discretion of Empire, for the
completion of the transactions provided for in this Agreement and the Plan of Arrangement shall have been
obtained or received, and none of the consents, orders, rulings, approvals, opinions or assurances contemplated
herein shall contain terms or conditions or require undertakings or security that are considered unsatisfactory or
unacceptable by Empire, in its sole discretion including, without limitation, obtaining the consent to transfer the
Tornado Assets and, where applicable, the Tornado Liabilities and the release of security related thereto from
Empire’s senior lender Canadian Imperial Bank of Commerce and the holders of Empire Convertible
Debentures;
(f) no action shall have been instituted and be continuing on the Effective Date for an injunction to restrain, a
declaratory judgment in respect of, or damages on account of or relating to, the Arrangement and there shall not
be in force any order or decree restraining or enjoining the consummation of the transactions contemplated by
this Agreement and no cease trading or similar order with respect to any securities of any of the Parties shall
have been issued and remain outstanding;
(g) no law, regulation or policy shall have been proposed, enacted, promulgated or applied that interferes or is
inconsistent with the completion of the Arrangement, including any material change to the income tax laws of
Canada, or any province or territory thereof;
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(h) there shall not, as of the Effective Date, be Empire Securityholders that hold, in the aggregate, in excess of 2.0%
of all outstanding Empire Securities that have validly exercised their Dissent Rights and not withdrawn such
exercise;
(i) the New Empire Common Shares (including shares issuable on exercise of options issued under the Empire
Stock Option Plan) shall continue to be listed on the TSXV and the Tornado Class “A” Shares (including shares
issuable on exercise of options granted under the Tornado Stock Option Plan) to be issued pursuant to the
Arrangement shall have been conditionally approved for listing on the TSXV, subject to compliance with the
normal listing requirements of the TSXV;
(j) there shall have not developed, occurred or come into effect or existence any event, action or occurrence of
national or international consequences, any governmental law or regulation, state, condition or major financial
occurrence, including any act of terrorism, war or like event, or other occurrence of any nature, which, in the
sole discretion of Empire, materially adversely affects, or may materially adversely affect, the financial markets
in Canada or the United States or the business, financial condition, operations or affairs of Empire going
forward; and

(k) the Arrangement Agreement shall not have been terminated.
Indemnity
Each of the parties has agreed that it will indemnify and hold harmless the other party against any Loss suffered or
incurred, directly or indirectly, by any such indemnified party as a result of or in connection with a breach of a
covenant contained in the Arrangement Agreement.
Amendment and Termination
The Arrangement Agreement may, at any time and from time to time before and after the holding of the Empire
Meeting, but not later than the Effective Date, be amended by written agreement of the Parties without, subject to
Applicable Law, further notice to or authorization on the part of their respective shareholders. Without limiting the
generality of the foregoing, any such amendment may:
(a) change the time for performance of any of the obligations or acts of the Parties;
(b) waive any inaccuracies or modify any representation contained herein or in any document to be delivered
pursuant hereto;
(c) except as otherwise provided herein, waive compliance with or modify any of the covenants contained herein or
waive or modify performance of any of the obligations of the Parties; or
(d) make such alterations, modifications or amendments to this Agreement as the Parties may consider necessary or
desirable in connection with the Interim Order or the Final Order.
The Arrangement Agreement may, at any time before or after the holding of the Empire Meeting but prior to the
issue of the Certificate of Arrangement, be terminated by Empire in its sole discretion at any time without the
approval of the Empire Securityholders or Tornado and nothing expressed or implied herein or in the Plan of
Arrangement shall be construed as fettering the absolute discretion of Empire to elect to terminate this Agreement
and discontinue efforts to effect the Plan of Arrangement for whatever reason it may consider appropriate. The
Arrangement Agreement will terminate without any further action by the Parties if the Effective Date has not
occurred on or before June 30, 2016.

INFORMATION CONCERNING EMPIRE
Following completion of the Arrangement, each Empire Shareholder, other than a Dissenting Shareholder, will
remain a shareholder of Empire. Information concerning Empire is contained in Appendix B of this Circular.
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INFORMATION CONCERNING TORNADO
Following completion of the Arrangement, each Empire Shareholder, other than a Dissenting Shareholder, will
become a shareholder of Tornado. Information concerning Tornado, including the Hydrovac Business of Empire to
be transferred to Tornado, following completion of the Arrangement is contained in Appendix C of this Circular.

SECURITIES LAW MATTERS
The following is a summary of the principal Canadian and United States securities law considerations applicable to
the Arrangement and the transactions contemplated thereby. This summary is of a general nature only and is not
intended to be, and should not be construed as, legal or business advice to any particular Empire Shareholder. This
summary does not include any information regarding securities law considerations for jurisdictions other than
Canada or the United States. Empire Shareholders should consult with their legal advisors in respect of the
consequences to them of the Arrangement, having regard to their particular circumstances.
Canadian Securities Laws
Empire is a reporting issuer in the provinces of British Columbia, Alberta and Ontario and will continue to be a
reporting issuer in the provinces of British Columbia, Alberta and Ontario following completion of the
Arrangement. The Empire Shares are listed on the TSXV. Pursuant to the Arrangement, the Empire Shares will be
exchanged for New Empire Common Shares which will continue to be listed on the TSXV.
As of the date hereof, Tornado is a wholly-owned subsidiary of Empire and is not a reporting issuer in any province
or territory of Canada. Following completion of the Arrangement, Tornado will be deemed to be a reporting issuer
in the provinces of British Columbia, Alberta and Ontario and become subject to the continuous disclosure
requirements and other reporting requirements under Canadian securities laws. The Tornado Class “A” Shares are
not currently listed on any stock exchange however, it is a condition of the Arrangement that the Tornado Class “A”
Shares be conditionally approved for listing on the TSXV.
The distribution of New Empire Common Shares and Tornado Class “A” Shares under the Arrangement will
constitute distributions of securities that are exempt from the prospectus requirements of Canadian securities laws.
The New Empire Common Shares and Tornado Class “A” Shares may be resold without restriction in each province
and territory of Canada, provided that: (i) Empire or Tornado, as applicable, is a reporting issuer in a jurisdiction of
Canada for the four (4) months immediately preceding the trade; (ii) the trade is not a “control distribution” as
defined in National Instrument 45-102 – Resale of Securities; (iii) no unusual effort is made to prepare the market or
to create a demand for the securities that are the subject of the trade; (iv) no extraordinary commission or
consideration is paid in respect of the trade; and (v) if the selling security holder is an insider or officer of Empire or
Tornado, as applicable, the selling securityholder has no reasonable grounds to believe that Empire or Tornado, as
applicable, is in default of Canadian securities laws. Assuming completion of the Arrangement, Empire
Shareholders who receive New Empire Common Shares, Tornado Class “A” Shares and Empire Options are urged
to consult their legal advisors with respect to restrictions applicable to trades in such securities under Canadian
securities laws.
United States Securities Laws
The following summary is a general overview of certain requirements of United States federal and state
securities laws applicable to U.S. Empire Securityholders. All U.S. Empire Securityholders are urged to
consult with their legal advisors to ensure that the resale of New Empire Shares, Tornado Class “A” Shares
and Empire Options received by them under the Arrangement complies with applicable United States federal
and state securities laws. See also “Notice to United States Securityholders”.
U.S. Empire Securityholders who resell New Empire Shares, Tornado Class “A” Shares and Empire Options
must also comply with applicable Canadian securities laws, as described above.
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Status under United States Securities Laws
Each of Empire and Tornado is a “foreign private issuer” as defined in Rule 3b-4 under the U.S. Exchange Act. The
Empire Shares are listed on the TSXV. The Tornado Class “A” Shares are not currently listed on any stock
exchange. Empire agreed in the Arrangement Agreement to use all commercially reasonable efforts to have the
Tornado Class “A” Shares approved for listing on the TSXV and it is a condition to the completion of the
Arrangement that the TSXV will have conditionally approved the listing of the Tornado Class “A” Shares to be
issued pursuant to the Arrangement. Listing on the TSXV will be subject to Tornado fulfilling all of the
requirements of the exchange. There is no guarantee that any stock exchange will approve the listing of the Tornado
Class “A” Shares or that the Tornado Class “A” Shares will be listed on a stock exchange. See also “Canadian
Securities Laws”.

Exemption Relied Upon from the Registration Requirements of the U.S. Securities Act
The New Empire Shares, Tornado Class “A” Shares and Empire Options to be issued and distributed under the
Arrangement have not been and will not be registered under the U.S. Securities Act or the securities laws of any
state of the United States, and will be issued and distributed in reliance on the Section 3(a)(10) Exemption and
corresponding exemptions under applicable securities laws of any state of the United States. Section 3(a)(10) of the
U.S. Securities Act exempts from registration the issuance of securities that are exchanged for one or more bona fide
outstanding securities and other property where, among other things, the terms and conditions of the issuance and
exchange have been approved by a court of competent jurisdiction expressly authorized by law to grant such
approval, after a hearing upon the fairness of the terms and conditions of the exchange at which all persons to whom
the securities will be issued have the right to appear and receive timely notice thereof. The Court is authorized to
conduct a hearing, and will conduct a hearing to consider the fairness of the terms and conditions of the
Arrangement. All Empire Securityholders are entitled to appear and be heard at this hearing, provided that they
satisfy the applicable conditions set forth in the Interim Order. Accordingly, the Final Order, if granted by the Court,
will constitute a basis for the Section 3(a)(10) Exemption with respect to the issuance and distribution of the New
Empire Shares, Tornado Class “A” Shares and Empire Options under the Arrangement. See “The Arrangement –
Court Approval of the Arrangement”.
Resale of New Empire Shares and Tornado Class “A” Shares within the United States after the Effective Time under
the U.S. Securities Act
The New Empire Shares and Tornado Class “A” Shares held by or on behalf of a U.S. Empire Securityholder may
not be resold absent a registration of such resale or an exemption from registration. The availability of an exemption
from registration and the manner in which a U.S. Empire Securityholder may resell New Empire Shares or Tornado
Class “A” Shares in the United States may depend in part on whether such person is or has been an “affiliate” at the
time of, or within ninety (90) days before, their resale of New Empire Shares or Tornado Class “A” Shares. For
purposes of the U.S. Securities Act, an “affiliate” of an issuer is a person that, directly or indirectly through one or
more intermediaries, controls, or is controlled by, or is under common control with, the issuer. Typically, persons
who are executive officers, directors or 10% or greater shareholders of an issuer are considered to be its “affiliates”.
Non-Affiliates of Empire or Tornado
Persons who are not “affiliates” of Empire or Tornado, as applicable, at the time of, or within ninety (90) days
before, their resale of New Empire Common Shares or Tornado Class “A” Shares may generally resell New Empire
Common Shares or Tornado Class “A” Shares, as applicable, without restriction under the U.S. Securities Act.
Affiliates of Empire or Tornado
Persons who are “affiliates” of Empire or Tornado, as applicable, at the time of, or within ninety (90) days before,
their resale of New Empire Common Shares or Tornado Class “A” Shares, as applicable, will be subject to
restrictions on resale imposed by the U.S. Securities Act with respect to New Empire Common Shares or Tornado
Class “A” Shares, as applicable. These U.S. Empire Securityholders may not resell their New Empire Common
Shares or Tornado Class “A” Shares unless such securities are registered under the U.S. Securities Act or an
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exemption from registration is available, such as the following exemptions under Rule 904 of Regulation S under
the U.S. Securities Act (“Regulation S”) or Rule 144 under the U.S. Securities Act (“Rule 144”), if available:
Resale of New Empire Common Shares or Tornado Class “A” Shares Pursuant to Regulation S. In general,
under Regulation S, persons who are affiliates of Empire or Tornado, as applicable, at the time of their
resale of New Empire Common Shares or Tornado Class “A” Shares, as applicable, solely by virtue of their
status as an officer or director of Empire or Tornado, may sell their New Empire Common Shares or
Tornado Class “A” Shares, as applicable, outside of the United States in an “offshore transaction” in
compliance with Regulation S (which would include a sale through the TSXV) if neither the seller nor any
person acting on its behalf engages in “directed selling efforts” in the United States, knows that the
transaction has been pre-arranged with a buyer in the United States, and no selling commission, fee or other
remuneration is paid in connection with such sale other than a usual and customary broker’s commission.
For purposes of Regulation S, “directed selling efforts” means “any activity undertaken for the purpose of,
or that could reasonably be expected to have the effect of, conditioning the market in the United States for
any of the securities being offered” in the sale transaction. Certain additional restrictions are applicable to a
holder of New Empire Common Shares or Tornado Class “A” Shares, as applicable, who are affiliates of
Empire or Tornado, as applicable, at the time of their resale of New Empire Common Shares or Tornado
Class “A” Shares, as applicable, other than by virtue of his or her status as an officer or director of Empire
or Tornado.
Resale of New Empire Common Shares or Tornado Class “A” Shares Pursuant to Rule 144. In general,
under Rule 144, if available, persons who are affiliates of Empire or Tornado, as applicable, at the time of,
or within ninety (90) days before, their resale of their New Empire Common Shares or Tornado Class “A”
Shares, as applicable, will be entitled to sell New Empire Common Shares or Tornado Class “A” Shares, as
applicable, in the United States, provided that during any three (3) month period, the number of such New
Empire Common Shares or Tornado Class “A” Shares, as applicable, sold does not exceed the greater of
1% of the then outstanding securities of such class or, if such securities are listed on a United States
securities exchange, the average weekly trading volume of such securities during the four-week period
preceding the date of sale, subject to specified restrictions on manner of sale, notice requirements,
aggregation rules and the availability of current public information about Empire or Tornado, as applicable.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS
In the opinion of Felesky Flynn LLP, Canadian tax counsel to Empire (“Tax Counsel”), the following is a summary
of the principal Canadian federal income tax considerations under the Tax Act, as of the date hereof, generally
applicable to Empire Shareholders who dispose of their Empire Shares pursuant to the Arrangement.
This summary is applicable to an Empire Shareholder who, at all relevant times, for purposes of the Tax Act, holds
Empire Shares and will hold New Empire Shares, Tornado Notes and Tornado Class “A” Shares acquired pursuant
to the Arrangement as capital property, deals at arm’s length with each of Empire and Tornado and is not affiliated
with Empire or Tornado. Generally, Empire Shares, New Empire Shares, Tornado Notes and Tornado Class “A”
Shares will be considered capital property to their holder for purposes of the Tax Act provided that the holder does
not hold such property in the course of carrying on a business of buying and selling securities or debt instruments
and has not acquired them in one or more transactions considered to be an adventure or concern in the nature of
trade. Certain holders who are resident in Canada for purposes of the Tax Act and whose Empire Shares, New
Empire Shares, Tornado Notes or Tornado Class “A” Shares may not otherwise constitute capital property may be
entitled to make an irrevocable election in accordance with subsection 39(4) of the Tax Act to have such property,
and any other “Canadian security” (as defined in the Tax Act) they hold, deemed to be capital property. Empire
Shareholders contemplating such an election should first consult their own tax advisors.
This summary is based on the facts set out in this Circular, the provisions of the Tax Act and the regulations
thereunder (the “Tax Regulations”) in force on the date hereof, all specific proposals to amend the Tax Act and the
Tax Regulations publicly announced by or on behalf of the Minister of Finance (Canada) (“Minister”) prior to the
date hereof (“Proposed Amendments”), Tax Counsel's understanding of the current published administrative
policies and assessing practices of the Canada Revenue Agency (“CRA”), and certain representations made by
management of Empire to Tax Counsel. No assurances can be given that the Proposed Amendments will be enacted
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in the form proposed or enacted at all. The summary is not exhaustive of all possible Canadian federal income tax
considerations and, except for the Proposed Amendments, does not otherwise take into account or anticipate any
changes in law, whether by judicial, governmental or legislative decision or action, or other changes in
administrative policies or assessing practices of the CRA, nor does it take into account provincial, territorial or
foreign income tax legislation or considerations, which may materially differ from Canadian federal income tax
legislation or considerations.
This summary does not apply to an Empire Shareholder: (i) that is a “financial institution” as defined in the Tax Act
for the purposes of the “mark-to-market rules”; (ii) that is a “specified financial institution” as defined in the Tax
Act; (iii) an interest in which would be a “tax shelter” or a “tax shelter investment” each as defined in the Tax Act;
(iv) that is exempt from tax under the Tax Act; (v) that has entered into or will enter into a “derivative forward
agreement”, “synthetic disposition arrangement” or “specified synthetic equity arrangement” (each as defined in the
Tax Act or the Proposed Amendments) with respect to the Empire Shares, New Empire Shares, Tornado Notes or
the Tornado Class “A” Shares; or (vi) that has made a functional currency reporting election pursuant to the Tax
Act.
In addition, this summary does not address the tax considerations relevant to Empire Shareholders who acquired
their shares on the exercise of an employee stock option, or tax considerations relevant to holders of Empire
Options, Empire Warrants or Empire Convertible Debentures. Such Empire Shareholders and holders should
consult their own tax advisors.
This summary is of a general nature only and is not intended to be, nor should it be construed to be, legal,
business or tax advice or representations to any particular Empire Shareholder. Accordingly, the Empire
Shareholders are urged to seek independent tax advice to determine the particular tax consequences of the
Arrangement having regard to their particular circumstances, including the application and effect of the
income and other tax laws of any country, province, state or local tax authority.
Empire Shareholders Resident in Canada
This section is applicable only to an Empire Shareholder who, for the purposes of the Tax Act, at all relevant times,
is resident or is deemed to be resident in Canada (“Resident Shareholder”).
Disposition of Empire Shares
For a Resident Shareholder that disposes of its Empire Shares in exchange for New Empire Shares pursuant to the
Arrangement, and does not make a valid Section 85 Election as described below, the tax consequences should be as
follows: (a) the Empire Shares should be deemed to have been disposed for proceeds of disposition equal to the
adjusted cost base of such shares to that shareholder; (b) that shareholder should not realize a capital gain; and
(c) the aggregate cost and initial adjusted cost base to that shareholder of its New Empire Shares should equal the
adjusted cost base to that shareholder of its Empire Shares immediately before the time of disposition, and such
aggregate cost and initial adjusted cost base should be allocated between the New Empire Common Shares and
Empire Preferred Shares based on their proportionate fair market value immediately after the disposition.
For a Resident Shareholder that disposes of its Empire Shares in exchange for New Empire Shares pursuant to the
Arrangement, and makes a valid Section 85 Election jointly with Empire in prescribed form and manner and within
the permissible time under the Tax Act as described below, the tax consequences should be as follows: (a) the
Empire Shares should be deemed to have been disposed of by that shareholder for proceeds of disposition equal to
the agreed amount (“Elected Amount”) used in the applicable Section 85 Election as described below; (b) that
shareholder should realize a capital gain (or, possibly, a capital loss) to the extent the Elected Amount exceeds (or is
less than) the sum of the adjusted cost base to the shareholder of the disposed Empire Shares and reasonable costs of
disposition (see the description below under “Taxation of Capital Gain or Capital Loss”); (c) the cost and initial
adjusted cost base to that shareholder of its Empire Preferred Shares should equal the lesser of the Elected Amount
and the fair market value of such Empire Preferred Shares immediately after the disposition; and (d) the cost and
initial adjusted cost base to that shareholder of its New Empire Common Shares should be the amount, if any, by
which the Elected Amount exceeds the cost described above of the Empire Preferred Shares.
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No dividend should be deemed to arise for purposes of the Tax Act by virtue of the disposition of Empire Shares in
exchange for New Empire Shares.
Section 85 Elections. An Empire Shareholder may wish to file a Section 85 Election if doing so will reduce or
eliminate any capital gain that the shareholder otherwise would realize on the disposition of the Empire Preferred
Shares described below under “Disposition of Empire Preferred Shares”. The comments herein with respect to
Section 85 Elections are provided for general guidance only. The law in this area is complex and contains numerous
technical requirements. Empire Shareholders wishing to make this election should consult their own tax advisors.
Joint Election. Empire has represented to Tax Counsel that it will jointly make a Section 85 Election (and an
election under the corresponding provisions of any applicable provincial or territorial tax legislation as described
below) with an Empire Shareholder in respect of a disposition of Empire Shares pursuant to the Arrangement if that
shareholder complies with the procedure for making an election as described below.
Elected Amount. An Empire Shareholder may, for purposes of making a Section 85 Election, select the applicable
Elected Amount, subject to certain limitations contained in the Tax Act. The limitations imposed by the Tax Act are
that the Elected Amount may not be: (a) less than the lesser of the adjusted cost base to the shareholder of its Empire
Shares at the Effective Time and the fair market value of such Empire Shares at the Effective Time; or (b) greater
than the fair market value of the Empire Shares at the Effective Time. If the Elected Amount used is greater than the
permissible maximum amount (or less than the permissible minimum amount), that Elected Amount should be
deemed to equal that permissible maximum amount (or that permissible minimum amount).
Procedure for Making an Election. An Empire Shareholder interested in making a Section 85 Election should so
indicate on the letter of transmittal that is accompanying this document, and must provide to Empire, at the address
indicated in the Section 85 Election package (which Tax Counsel has been advised may be obtained by mail from
the Depositary), two (2) signed copies of the applicable Section 85 Election prescribed forms within one hundred
eighty (180) days following the Effective Date, duly completed and executed.
Additional Provincial or Territorial Election Forms. Certain provincial or territorial jurisdictions may require or
permit a separate joint election be filed for provincial or territorial income tax purposes. Empire has represented to
Tax Counsel that it will also make a joint election with an Empire Shareholder under the provisions of the relevant
provincial or territorial income tax law, where that election is similar to a Section 85 Election for purposes of the
Tax Act, subject to the same limitations as described herein. Empire Shareholders should consult their own tax
advisors to determine whether separate election forms must be filed with any provincial or territorial taxing
authority and to determine the procedure for filing any such separate election form. It will be the sole responsibility
of each Empire Shareholder who wishes to make such an election to obtain the appropriate provincial or territorial
election forms and to submit such forms to Empire for execution at the same time as the Section 85 Election forms.
Execution by Empire of Election Forms. Subject to the Section 85 Election forms complying with the provisions of
the Tax Act and the procedure described herein, Empire has represented to Tax Counsel that it will sign such forms
submitted by an Empire Shareholder that appear correct and complete, and return them to the Empire Shareholder
within ninety (90) days of their receipt. Empire, in its sole discretion, if it receives an election form that does not
appear to be correct and complete, may choose not to sign and return that election form, or may choose to contact
the Empire Shareholder to request additional or revised information. Empire, in its sole discretion, may choose to
sign and return an election form even if such form is received more than one hundred eighty (180) days following
the Effective Date, but Empire will have no obligation to do so. With the exception of signing and returning the
properly completed election forms it receives, Empire assumes no responsibility for making or filing any tax
election form, and compliance with the requirements for making and filing a valid election within the permissible
time under the Tax Act will be the sole responsibility of the Empire Shareholder making the election. Neither
Empire nor the Depositary will be responsible for the proper completion or filing of any election form, except for
Empire’s obligation to sign and return properly completed election forms which are received by Empire within one
hundred eighty (180) days following the Effective Date, within ninety (90) days of receipt by Empire. Neither
Empire nor Tornado will be responsible or liable for any taxes, interest, penalties, damages or expenses resulting
from the failure by anyone to properly complete or file an election form in the form and manner and within the time
prescribed by the Tax Act (or the corresponding provisions of any applicable provincial or territorial tax legislation).
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Timing of Filing. In order for the CRA to accept a Section 85 Election form without a late filing penalty being
payable by an Empire Shareholder, such election form, duly completed and executed by both the Empire
Shareholder and Empire, must be received by the CRA on or before the earliest due date for the filing of either
Empire’s or the Empire Shareholder’s income tax return for the taxation year in which the Effective Date occurs.
The Section 85 Election form generally must, in the case of an Empire Shareholder who is an individual (other than
a trust) be received by the CRA by April 30, 2017. Empire Shareholders are strongly advised to consult their own
tax advisors as soon as possible respecting the deadlines applicable to their own particular circumstances. However,
regardless of such deadlines, properly completed tax election forms must be received by Empire at the address set
out in the Section 85 Election package included with this Circular (and which Tax Counsel has been advised may be
obtained by mail from the Depositary) within one hundred eighty (180) days following the Effective Date. Any
Empire Shareholder who does not ensure that Empire has received the properly completed tax election forms within
one hundred eighty (180) days following the Effective Date may not be able to benefit from the rollover provisions
of the Tax Act and any applicable provincial or territorial tax legislation.
Disposition of Empire Preferred Shares
For a Resident Shareholder that disposes of its Empire Preferred Shares in exchange for Tornado Notes pursuant to
the Arrangement, the tax consequences should be as follows: (a) the Empire Preferred Shares should be disposed of
for proceeds of disposition equal to the fair market value of the Tornado Notes at the time of the disposition; (b) that
shareholder should realize a capital gain (or, possibly, a capital loss) to the extent such proceeds of disposition
exceed (or are less than) the sum of the adjusted cost base to the shareholder of the Empire Preferred Shares (taking
into account the deemed cost of those shares under section 85 of the Tax Act if that shareholder makes the
Section 85 Election as described above in respect of the disposition of that shareholder’s Empire Shares) and
reasonable costs of disposition (see the description below under “Taxation of Capital Gain or Capital Loss”); and
(c) the cost and initial adjusted cost base to that shareholder of its Tornado Notes should equal the fair market value
of its Empire Preferred Shares immediately before the disposition.
Disposition of Tornado Notes
For an Empire Shareholder that disposes of its Tornado Notes in exchange for Tornado Class “A” Shares pursuant to
the Arrangement, based on certain representations by Empire to Tax Counsel, the tax consequences should be as
follows: (a) the Tornado Notes should be disposed of for proceeds of disposition equal to the fair market value of the
Tornado Class “A” Shares at the time of the disposition; (b) that shareholder should not realize a capital gain; and
(c) the cost and initial adjusted cost base to that shareholder of its Tornado Class “A” Shares should equal the fair
market value of the Tornado Notes immediately before the disposition.
Disposition of New Empire Common Shares or Tornado Class “A” Shares
A disposition or deemed disposition of New Empire Common Shares or Tornado Class “A” Shares by a Resident
Shareholder should generally result, in the year of disposition, in that shareholder realizing a capital gain (or,
possibly, a capital loss) to the extent that any proceeds of disposition exceed (or are less than) the sum of the
adjusted cost base to the shareholder of the disposed shares and reasonable costs of disposition (see the description
below under “Taxation of Capital Gain or Capital Loss”). The adjusted cost base to a Resident Shareholder of its
New Empire Common Shares or its Tornado Class “A” Shares, as the case may be, generally should be the average
of the adjusted cost base to that shareholder of all of its New Empire Common Shares or Tornado Class “A” Shares,
as the case may be, held by such shareholder as capital property.
Taxation of Capital Gains and Losses
Generally, a Resident Shareholder should be required to include in computing its income for a taxation year one-half
(1/2) of the amount of any capital gain (a “taxable capital gain”) realized by it in that year. A Resident Shareholder
should generally be entitled to deduct one-half of the amount of any capital loss (an “allowable capital loss”)
realized in a taxation year from taxable capital gains realized by the Resident Shareholder in that year. Allowable
capital losses in excess of taxable capital gains for a taxation year may be carried back to any of the three (3)
preceding taxation years or carried forward to any subsequent taxation year and deducted against net taxable capital
gains realized in such years to the extent and under the circumstances specified in the Tax Act.
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Where a Resident Shareholder is a corporation, the amount of any capital loss arising on a disposition or deemed
disposition of any share may be reduced by the amount of dividends received or deemed to have been received by it
on such share to the extent and under the circumstances described in the Tax Act. Similar rules may apply where a
corporation is a member of a partnership or a beneficiary of a trust that owns shares, or where a trust or partnership
of which a corporation is a beneficiary or a member is a member of a partnership or a beneficiary of a trust that
owns any shares.
A Resident Shareholder that is a “Canadian-controlled private corporation” (as defined in the Tax Act) may be
required to pay an additional 6 2/3% (or 10 2/3% if the applicable Proposed Amendments are enacted in their
current form) refundable tax on certain investment income, which includes taxable capital gains. Capital gains
realized by an individual or trust, other than certain specified trusts, may give rise to minimum tax under the Tax
Act.
Taxation of Dividends
A Resident Shareholder who is an individual should be required to include in income any dividends received or
deemed to be received on the Resident Shareholder’s New Empire Common Shares or Tornado Class “A” Shares,
and should be subject to the gross-up and dividend tax credit rules applicable to taxable dividends received from
taxable Canadian corporations, including the enhanced gross-up and dividend tax credit rules applicable to any
dividends designated by Empire or Tornado, as the case may be, as “eligible dividends”, as defined in the Tax Act.
A Resident Shareholder that is a corporation should be required to include in income any dividend received or
deemed to be received on the Resident Shareholder's New Empire Common Shares or Tornado Class “A” Shares,
but generally should be entitled to deduct an equivalent amount in computing its taxable income; however,
subsection 55(2) of the Tax Act (under the existing provision and under the applicable Proposed Amendments) may
treat a taxable dividend received by a corporation that is resident in Canada as proceeds of a disposition or as a
capital gain. A Resident Shareholder that is a corporation should consult its own tax advisors having regard to its
own circumstances.
A “private corporation” or a “subject corporation” (as defined in the Tax Act) may be liable under Part IV of the Tax
Act to pay a refundable tax of 33 1/3% (or 38 1/3% if the applicable Proposed Amendments are enacted) on any
dividend that it receives or is deemed to receive on New Empire Common Shares or Tornado Class “A” Shares to
the extent that the dividend is deductible in computing the corporation's taxable income. Taxable dividends received
by an individual or trust, other than certain specified trusts, may give rise to minimum tax under the Tax Act.
Dissenting Shareholders
A Resident Shareholder who is a Dissenting Shareholder (a “Dissenting Resident Shareholder”) who, consequent
upon the exercise of Dissent Rights, disposes of Empire Shares in consideration for a cash payment from Empire
should be deemed to receive a dividend equal to the amount by which the cash payment received (excluding
interest) from Empire exceeds the paid-up capital attributable to the Dissenting Resident Shareholder’s Empire
Shares (see the description above under “Taxation of Dividends”). In the case of a Dissenting Resident Shareholder
that is a corporation, in some circumstances, the amount of such deemed dividend may be treated as proceeds of
disposition or as a capital gain and not as a dividend. The Dissenting Resident Shareholder also should be deemed
to have received proceeds of disposition for its Empire Shares equal to the amount of the cash payment received
(excluding interest) from Empire, less the amount of the dividend described above (if any). Consequently, the
Dissenting Resident Shareholder should realize a capital gain (or, possibly, a capital loss) to the extent that the
proceeds of disposition exceed (or are less than) the sum of the adjusted cost base to the shareholder of the disposed
Empire Shares and reasonable costs of disposition (see the description above under “Taxation of Capital Gains and
Losses”). Any amount treated as a dividend to a Dissenting Resident Shareholder should not be deducted in
computing the adjusted cost base of that shareholder’s Empire Shares. Interest (if any) awarded by a court to a
Dissenting Resident Shareholder should be included in that shareholder’s income for purposes of the Tax Act.
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Eligibility for Investment
Based on certain representations by Empire to Tax Counsel, including that Empire is a public corporation for
purposes of the Tax Act, each New Empire Share issued under the Arrangement will be a “qualified investment”
under the Tax Act for a trust governed by a registered retirement savings plan (“RRSP”), a registered retirement
income fund (“RRIF”), a deferred profit sharing plan, a registered education savings plan, a registered disability
savings plan and a tax-free savings account (“TFSA”) (collectively, “Registered Plans”).
Each Tornado Class “A” Share and Tornado Note issued under the Arrangement will be a “qualified investment”
under the Tax Act for Registered Plans, provided that Tornado is a public corporation for purposes of the Tax Act at
the Effective Time. Provided that the Tornado Class “A” Shares are listed on a designated stock exchange prior to
the filing-due date for Tornado’s first taxation year, and provided Tornado elects in its income tax return for that
first taxation year to be a public corporation for purposes of the Tax Act from the beginning of its first taxation year,
Tornado will be a public corporation for purposes of the Tax Act at the Effective Time. Empire has represented to
Tax Counsel that it intends for the Tornado Class “A” Shares to be listed on a designated stock exchange within two
(2) weeks of the Effective Date, and that it will make the above election in its income tax return for its first taxation
year.
Where a Registered Plan acquires or holds a Tornado Class “A” Share or Tornado Note in circumstances where the
Tornado Class “A” Share or Tornado Note is not a qualified investment under the Tax Act for the Registered Plan,
adverse tax consequences for the Registered Plan and the annuitant under the Registered Plan may arise, including
that the Registered Plan may become subject to a penalty tax, the annuitant of such Registered Plan may be deemed
to have received income therefrom and, in the case of a registered education savings plan, such plan may have its tax
exempt status revoked.
Notwithstanding the foregoing, a holder of New Empire Common Shares, Tornado Class “A” Shares or Tornado
Notes will be subject to a penalty tax if the New Empire Common Shares, Tornado Class “A” Shares or Tornado
Notes, as the case may be, are held in a RRSP, RRIF or TFSA, as the case may be, and are “prohibited investments”
for such RRSP, RRIF or TFSA under the Tax Act. However, New Empire Common Shares, Tornado Class “A”
Shares or Tornado Notes, as the case may be, will not be prohibited investments for a RRSP, RRIF or TFSA, held
by a particular holder or annuitant provided the holder or annuitant deals at arm's length with Empire or Tornado, as
the case may be, for the purposes of the Tax Act, and does not have a “significant interest” (as defined in the Tax
Act) in either Empire or Tornado, as the case may be. In addition, New Empire Common Shares, Tornado Class “A”
Shares or Tornado Notes, as the case may be, will generally not be prohibited investments if the New Empire
Common Shares, Tornado Class “A” Shares or Tornado Notes are “excluded property” as defined in the Tax Act for
purposes of the prohibited investment rules. Shareholders should consult their own tax advisors as to whether New
Empire Common Shares, Tornado Class “A” Shares or Tornado Notes will be prohibited investments in their
particular circumstances, including with respect to whether the New Empire Common Shares, Tornado Class “A”
Shares or Tornado Notes, as the case may be, would be “excluded property” for the purposes of these rules.
Empire Shareholders Not Resident in Canada
This section is applicable only to an Empire Shareholder who, for purposes of the Tax Act, at all relevant times, is
not and is not deemed to be resident in Canada, and who does not use or hold, will not use or hold, and is not and
will not be deemed to use or hold, Empire Shares, New Empire Common Shares, Tornado Notes or Tornado
Class “A” Shares, as the case may be, in carrying on a business in Canada (“Non-Resident Shareholder”). Special
rules, which are not discussed in this summary, may apply to a non-resident that is an insurer carrying on business in
Canada and elsewhere.
Disposition of Empire Shares, Empire Preferred Shares and Tornado Notes
A Non-Resident Shareholder should not be subject to tax under the Tax Act on a disposition of Empire Shares,
Empire Preferred Shares or Tornado Notes pursuant to the Arrangement unless the Empire Shares, Empire Preferred
Shares or Tornado Notes, as the case may be, constitute “taxable Canadian property” of the Non-Resident
Shareholder for purposes of the Tax Act and the Non-Resident Shareholder is not entitled to relief under an
applicable income tax treaty or convention.
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Provided that the Empire Shares are listed on a “designated stock exchange” (which includes Tiers 1 and 2 of the
TSXV), such shares should not constitute taxable Canadian property of a Non-Resident Shareholder unless, at any
time during the 60-month period immediately preceding the Effective Time: (a) the Non-Resident Shareholder,
persons with whom the Non-Resident Shareholder did not deal at arm's length for purposes of the Tax Act, a
partnership in which the Non-Resident Shareholder or a non-arm's length person holds a membership interest
directly or indirectly through one or more partnerships, or the Non-Resident Shareholder together with all such
persons or partnerships, owned or was considered to own 25% or more of the issued shares of any class or series of
shares of the capital stock of the applicable corporation; and (b) more than 50% of the fair market value of such
shares were derived directly or indirectly from one or any combination of real or immovable property situated in
Canada, “Canadian resource properties”, “timber resource properties” (each as defined in the Tax Act), or an option
in respect of, an interest in, or for civil law a right in, any such property, whether or not such property exists.
Empire Preferred Shares should not constitute taxable Canadian property of a Non-Resident Shareholder unless, at
any time during the 60-month period immediately preceding the Effective Time, more than 50% of the fair market
value of such shares were derived directly or indirectly from one or any combination of real or immovable property
situated in Canada, “Canadian resource properties”, “timber resource properties” (each as defined in the Tax Act), or
an option in respect of, an interest in, or for civil law a right in, any such property, whether or not such property
exists. Notwithstanding the foregoing, Empire Shares or Empire Preferred Shares could be deemed to be taxable
Canadian property of a Non-Resident Shareholder in certain circumstances set out in the Tax Act. Even if any of the
Empire Shares or Empire Preferred Shares are taxable Canadian property to a Non-Resident Shareholder at a
particular time, such holder may be exempt from tax by virtue of an income tax treaty or convention to which
Canada is a signatory. Tornado Notes should not constitute taxable Canadian property. Empire has represented to
Tax Counsel that, at all times during the 60-month period immediately preceding the Effective Time, for purposes of
the Tax Act, not more than 50% of the fair market value of the Empire Shares or Empire Preferred Shares, as
applicable, was derived directly or indirectly from one or any combination of real or immovable property situated in
Canada, “Canadian resource properties”, “timber resource properties” (each as defined in the Tax Act), or an option
in respect of, an interest in, or for civil law a right in, any such property, whether or not such property exists.
Where Empire Shares or Empire Preferred Shares constitute “taxable Canadian property” of a Non-Resident
Shareholder, and the Non-Resident Shareholder is not entitled to relief under an applicable income tax treaty or
convention, a capital gain (or a capital loss) generally should be realized by that shareholder on the disposition of
such property pursuant to the Arrangement in the same manner as described above under “Empire Shareholders
Resident in Canada”, and such shareholder generally should be subject to the same Canadian federal income tax
consequences applicable to a Resident Shareholder described above under the heading “Shareholders Resident in
Canada – Taxation of Capital Gains and Losses”. A Non-Resident Empire Shareholder may wish to file a
Section 85 Election, as described above under “Empire Shareholders Resident in Canada - Section 85 Elections”, if
doing so will reduce or eliminate any such capital gain that the shareholder otherwise would realize on the
disposition of the Empire Preferred Shares. Non-Resident Empire Shareholders wishing to make this election
should consult their own tax advisors.
Provided the Empire Shares or Empire Preferred Shares do not constitute “taxable Canadian property” of a NonResident Shareholder, or if such shares constitute taxable Canadian property solely because a provision of the Tax
Act deems such shares to be taxable Canadian property, section 116 of the Tax Act should not apply to require
notice to be provided by that shareholder to the Minister in respect of the dispositions of such shares pursuant to the
Arrangement, and purchasers of such shares under the Arrangement should not be required to deduct or withhold
amounts payable to that shareholder in respect of such dispositions.
Subject to the comments in this section, for a Non-Resident Shareholder that disposes of Empire Shares, Empire
Preferred Shares and Tornado Notes pursuant to the Arrangement, the same general considerations apply as
described above under “Empire Shareholders Resident in Canada” in respect of each such disposition in
determining the applicable proceeds of disposition, amounts of any capital gain (or capital loss) and cost and initial
adjusted cost base of any property acquired for purposes of the Tax Act.
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Disposition of New Empire Common Shares or Tornado Class “A” Shares
A Non-Resident Shareholder should not be subject to tax under the Tax Act on a disposition of New Empire
Common Shares or Tornado Class “A” Shares unless the New Empire Common Shares or Tornado Class “A”
Shares, as the case may be, constitute “taxable Canadian property” of the Non-Resident Shareholder for purposes of
the Tax Act and the Non-Resident Shareholder is not entitled to relief under an applicable income tax treaty or
convention.
Provided that the New Empire Common Shares and Tornado Class “A” Shares are listed on a “designated stock
exchange” (which includes the Tiers 1 and 2 of the TSXV), such shares should generally not constitute taxable
Canadian property of a Non-Resident Shareholder unless at any time during the 60-month period immediately
preceding the disposition: (i) the Non-Resident Shareholder, persons with whom the Non-Resident Shareholder did
not deal at arm's length, a partnership in which the Non-Resident Shareholder or a non-arm's length person holds a
membership interest directly or indirectly through one or more partnerships, or the Non-Resident Shareholder
together with all such persons or partnerships, owned or was considered to own 25% or more of the issued shares of
any class or series of shares of the capital stock of the applicable corporation; and (ii) more than 50% of the fair
market value of the shares was derived directly or indirectly from one or any combination of real or immovable
property situated in Canada, “Canadian resource properties”, “timber resource properties” (each as defined in the
Tax Act), and options in respect of, or interests in, or for civil law rights in, any such properties (whether or not such
property exists). Shares may also in certain circumstances be deemed to be “taxable Canadian property” pursuant to
the Tax Act. Even if any of the New Empire Common Shares or Tornado Class “A” Shares are taxable Canadian
property to a Non-Resident Shareholder at a particular time, such holder may be exempt from tax by virtue of an
income tax treaty or convention to which Canada is a signatory.
Where New Empire Common Shares or Tornado Class “A” Shares constitute “taxable Canadian property” of a NonResident Shareholder and the Non-Resident Shareholder is not entitled to relief under an applicable income tax
treaty or convention, a capital gain (or a capital loss) realized on the disposition or deemed disposition of such
property generally should be subject to the same Canadian federal income tax consequences applicable to a Resident
Shareholder, discussed above under the heading “Shareholders Resident in Canada – Taxation of Capital Gains and
Losses”. In addition, where New Empire Common Shares or Tornado Class “A” Shares constitute “taxable
Canadian property” of a Non-Resident Shareholder, unless such shares constitute taxable Canadian property solely
because a provision of the Tax Act deems such shares to be taxable Canadian property, section 116 of the Tax Act
may apply to require notice to be provided by that shareholder to the Minister in respect of the dispositions of such
shares, and purchasers of such shares may deduct or withhold certain amounts paid to that shareholder in respect of
such dispositions as permitted under the Tax Act.
Taxation of Dividends
Dividends paid or credited, or deemed to be paid or credited, on a Non-Resident Shareholder's New Empire
Common Shares or Tornado Class “A” Shares should be subject to withholding tax under the Tax Act at a rate of
25% unless the rate is reduced under the provisions of an applicable income tax treaty or convention. In the case of a
beneficial owner of dividends who is a resident of the United States for purposes of the Canada-US Tax Convention
(1980) and who is entitled to the benefits of that treaty, the rate of withholding should generally be reduced to 15%.
Dissenting Shareholders
A Non-Resident Shareholder who is a Dissenting Shareholder (a “Dissenting Non-Resident Shareholder”) who,
consequent upon the exercise of Dissent Rights, disposes of Empire Shares in consideration for a cash payment from
Empire should be deemed to receive a dividend from Empire, and to realize a capital gain or capital loss, in the same
manner as described above under “Empire Shareholders Resident in Canada - Dissenting Shareholders”. A deemed
dividend should be subject to tax as described above under “Taxation of Dividends”. The same general
considerations also apply as described above under “Disposition of Empire Shares, Empire Preferred Shares and
Tornado Notes” in respect of the disposition of such shares and in determining whether a capital gain (or a capital
loss) is realized on such disposition. Interest (if any) awarded by a court to a Dissenting Non-Resident Shareholder
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should be exempt from Canadian withholding tax provided that the Dissenting Non-Resident Shareholder deals at
arm’s length with Empire for purposes of the Tax Act.

RISK FACTORS
In evaluating the Arrangement, Empire Securityholders should carefully consider the risks relating to the
Arrangement set out below. These risk factors are not a definitive list of all risks relating to the Arrangement.
Additional risks and uncertainties, including those currently unknown or considered immaterial by Empire, may also
adversely affect the Arrangement and the New Empire Common Shares or the Tornado Class “A” Shares or the
businesses of Empire and Tornado following completion of the Arrangement. In addition to the risks relating to the
Arrangement set out below, Shareholders also should carefully consider the risk factors relating to the businesses of
Empire and Tornado set out in this Circular and in the documents incorporated by reference herein. See
“Information Concerning Empire” and “Information Concerning Tornado”. If any of the risk factors materialize, the
expectations, and the predictions based on them, may need to be re-evaluated.
Risks Relating to the Arrangement
The Arrangement is subject to certain risks including, but not limited to, the following risks:
The Arrangement Agreement may be terminated in the absolute discretion of the Empire Board
The Empire Board has the right, in its absolute discretion, to terminate the Arrangement Agreement and to
determine not to proceed with the Arrangement for whatever reason it may consider appropriate. Accordingly, there
is no certainty, nor can Empire provide any assurance, that the Arrangement will be completed.
There can be no certainty that all conditions of the Arrangement will be satisfied
The completion of the Arrangement is subject to a number of conditions, certain of which are outside the control of
Empire, including the approval of the Empire Securityholders, the granting by the Court of the Final Order and the
receipt of the required regulatory approvals. There can be no certainty, nor can Empire provide any assurance, that
these conditions will be satisfied or waived or, if satisfied or waived, when they will be satisfied or waived.
The market price for the Empire Shares may decline
If the Arrangement is completed, the market price of the Empire Shares may decline to the extent that the current
market price of the Empire Shares reflects the value associated with the Transferred Assets that will be transferred to
Tornado, a company separate from Empire. On the other hand, if the Arrangement is not completed, the market
price of the Empire Shares may decline to the extent that the current market price of the Empire Shares reflects the
market’s assumption that the Arrangement will be completed.
Empire will incur costs
Certain costs related to the Arrangement, such as legal and accounting fees, must be paid by Empire even if the
Arrangement is not completed.
Empire’s directors and officers may have interests in the Arrangement that are different from those of the
Shareholders
In considering the recommendation of the Empire Board with respect to the Arrangement, Empire Securityholders
should be aware that certain members of the Empire Board and management of Empire may have certain interests in
connection with the Arrangement that may present them with actual or potential conflicts of interest in connection
with the Arrangement. See “Interests of Certain Persons or Companies in Matters to be Acted Upon”.
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Risks Relating to Empire
In addition to the risk factors relating to the Arrangement set out above, Empire Securityholders also should
carefully consider the risk factors relating to the businesses of Empire set out under “Risk Factors” in Appendix B of
this Circular, as well as the risk factors set out in the documents incorporated by reference herein.
Risks Relating to Tornado
In addition to the risk factors relating to the Arrangement set out above, Empire Securityholders also should
carefully consider the risk factors relating to the businesses of Tornado set out under “Risk Factors” in Appendix C
of this Circular.

INTERESTS OF CERTAIN PERSONS OR COMPANIES IN THE ARRANGEMENT
The directors and executive officers of Empire may have interests in the Arrangement that are, or may be, different
from, or in addition to, the interests of other Empire Securityholders. These interests include those described herein.
The Empire Board of Directors was aware of these interests and considered them, among other matters, when
recommending approval of the Arrangement by Empire Securityholders.
Ownership of Empire Securities
The chart below sets forth the Empire Shares and Empire Options, which the directors and executive officers of
Empire beneficially own, directly or indirectly, or exercise control or direction over, as of May 20, 2016. All of the
Empire Shares and Empire Options held by the directors and executive officers of Empire will be treated in the same
fashion under the Arrangement as Empire Shares and Empire Options held by any other Empire Shareholders and
Empire Optionholders:
Name & Position
Guy Nelson
Executive Chairman & CEO
Ian MacDonald
Director
Terry Quinn
Director
Robert Marshall
Director
Jane Lin
Director
Jack Chang
Director
Peter White-Robinson
Director
Michael Martin
CFO
Allan Francis
VP – Corporate Affairs &
Administration
Ye Zhou
President – Dynamic Structures
William Rollins
President – Tornado Hydrovacs

Empire Share Held

Empire Options Held

19,975,000

4,000,000

13,864,000

1,595,000

3,371,380

1,160,000

6,039,230

1,015,000

156,000

300,000

Nil

300,000

Nil

2,500,000

25,000

1,000,000

25,000

1,000,000

1,000,000

1,200,000

5,978,545

1,000,000
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INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS
Other than as disclosed in this Circular, no “informed person” of Empire, as such term is defined in National
Instrument 51-102 – Continuous Disclosure Obligations, nor any associate or affiliate of any informed person of
Empire has or had any material interest, direct or indirect, in any transaction since the commencement of Empire’s
most recently complete financial year or in any proposed transaction which has materially affected or would
materially affect Empire or any of its subsidiaries.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS
The following table sets forth details with respect to compensation plans under which equity securities of the
Corporation are authorized for issuance as of year ended December 31, 2015.

Number of securities to
be issued upon exercise
of outstanding options,
warrants and rights

Weight-average exercise
price of outstanding
options, warrants and
rights

Number of securities
remaining available for
future issuance under
equity compensation
plans (excluding
securities reflected in
column (a))

(a)

(b)

(c)

Equity compensation plans
approved by
securityholders

24,010,000

$0.098

1,923,647(1)

Equity compensation plans
not approved by
securityholders

NIL

NIL

NIL

24,010,000

$0.098

1,923,647

Plan Category

Total

Note:
(1) Empire Shares reserved for issuance under Empire’s "rolling" stock option plan, which automatically increases the number of
Empire Shares available for issuance to 10% of the Corporation's issued and outstanding Common Shares.

Details regarding the Empire Stock Option Plan are set in Appendix B under the heading “Stock Option Plan”.

MANAGEMENT CONTRACTS
Management functions of Empire are not, to any substantial degree, performed by a person other than the directors
or executive officers of Empire or its subsidiaries.

INTEREST OF EXPERTS
To the knowledge of the directors and management of Empire, as at the date hereof, Felesky Flynn LLP, being a
person or company who is named as having prepared or certified a report, statement or opinion in or incorporated by
reference in the Circular, or any director, officer, employee or partner thereof, as applicable, do not have and have
not received, nor will they receive, any interest, direct or indirect, in any property of Empire or Tornado or any
associate or affiliate thereof.
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As of the date hereof, the partners and associates of Felesky Flynn LLP beneficially own, directly or indirectly, less
than 1% of the issued and outstanding Empire Shares and none of the Tornado Class “A” Shares.
To the knowledge of the directors and management of Empire, as at the date hereof, Carscallen LLP, counsel to
Empire and Tornado, or any director, officer, employee or partner thereof, as applicable, do not have and have not
received, nor will they receive, any interest, direct or indirect, in any property of Empire or Tornado or any associate
or affiliate thereof.
As of the date hereof, the partners and associates of Carscallen LLP beneficially own, directly or indirectly, less than
1% of the issued and outstanding Empire Shares and none of the Tornado Class “A” Shares.
MNP LLP is the auditor of Empire and the auditor of Tornado. MNP LLP has confirmed that they are independent
with respect to Empire and Tornado within the meaning of the relevant rules and related interpretations prescribed
by the relevant professional bodies in Canada and any applicable legislation or regulations.
None of the foregoing persons or companies, nor any director, officer, employee or partner, as applicable, of any of
the foregoing persons or companies, is or is expected to be elected, appointed or employed as a director, officer or
employee of Empire or Tornado or any associate or affiliate thereof.

ADDITIONAL INFORMATION
Except where otherwise indicated, information contained herein is given as of the date hereof. Additional
information relating to Empire can be found on Empire’s profile on SEDAR at www.sedar.com. Financial
information for Empire’s most recently completed fiscal year is provided in its audited consolidated financial
statements for the year ended December 31, 2015 and related management’s discussion and analysis. Shareholders
may contact Empire by phone at (204) 589-9300 or by e-mail at afrancis@empind.com to request copies of these
documents.

APPROVAL
The contents and the sending of this Circular have been approved by the Empire Board. A copy of this Circular has
been sent to each director of Empire, to each Empire Securityholder whose proxy has been solicited and to the
auditors of Empire.
Dated as of May 20, 2016

“Guy Nelson”
Guy Nelson
Director, Executive Chairman and Chief Executive Officer
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APPENDIX A
ARRANGEMENT AGREEMENT

ARRANGEMENT AGREEMENT
THIS AGREEMENT is made as of the 17th day of May, 2016
AMONG:
EMPIRE INDUSTRIES LTD., a corporation incorporated under the
laws of the Province of Alberta ("Empire")
-andTORNADO GLOBAL HYDROVACS LTD., a corporation
incorporated under the laws of the Province of Alberta ("Tornado")
-andTORNADO GLOBAL HYDROVACS INC., a corporation
incorporated under the laws of the Province of Alberta ("Holdco")
WHEREAS Empire intends to propose to the Empire Securityholders an arrangement
involving, among other things: (i) the transfer of certain assets and liabilities related to its hydrovac
business to Tornado; and (ii) a reorganization of capital of Empire pursuant to which, upon
completion of such reorganization, each issued and outstanding Empire Common Share ultimately
will have been exchanged for a New Empire Common Share and a Tornado Class “A” Share, all in
accordance with the terms and subject to the conditions contained herein (as such terms are defined
herein);
AND WHEREAS Empire proposes to carry out the Arrangement pursuant a plan of
arrangement under section 193 of the ABCA;
AND WHEREAS the parties hereto have entered into this Agreement to provide for the
transactions contemplated herein;
NOW THEREFORE, in consideration of the premises and the covenants and agreements
herein contained, the Parties covenant and agree as follows:
ARTICLE 1
INTERPRETATION
1.1

Definitions

In this Agreement, including the recitals hereto, other than Schedule A:
(a)

"ABCA" means the Business Corporations Act (Alberta), as amended, including the
regulations promulgated thereunder;

(b)

"Affiliate" means, in respect of any Person, another Person if:
(A)

one of them is the subsidiary of the other; or

(B)

each of them is Controlled by the same Person;
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(c)

"Agreement" means this arrangement agreement, including its recitals and Schedule A, as
the same may be amended, modified or supplemented from time to time in accordance with
the terms hereof;

(d)

"Applicable Law" means: (i) any applicable domestic or foreign law including any statute,
subordinate legislation or treaty; and (ii) any applicable guideline, directive, rule, standard,
requirement, policy, order, judgment, injunction, award or decree of a Governmental
Authority having the force of law;

(e)

"Arrangement" means the arrangement under Section 193 of the ABCA on the terms and
subject to the conditions set forth in the Plan of Arrangement, subject to any amendments or
variations thereto made in accordance with this Agreement or the Plan of Arrangement, or
made at the direction of the Court in the Final Order;

(f)

"Arrangement Resolution" means the special resolution of the Empire Securityholders
approving the Arrangement in accordance with the Interim Order;

(g)

"Articles of Arrangement" means the articles of arrangement in respect of the Arrangement
to be filed with the Registrar;

(h)

"Bank" means the Canadian Imperial Bank of Commerce;

(i)

"Business Day" means any day on which commercial banks are open for business in Calgary,
Alberta, other than a Saturday, a Sunday or a day observed as a holiday in Calgary, Alberta,
under the laws of the Province of Alberta or the federal laws of Canada;

(j)

"Certificate of Arrangement" means the certificate of arrangement or other proof of filing
to be issued by the Registrar, pursuant to Subsection 193(11) of the ABCA, in order to give
effect to the Articles of Arrangement;

(k)

"Circular'' means the information circular of Empire, together with all appendices thereto, to
be sent to Empire Securityholders in connection with the Empire Meeting;

(l)

"Claim" means any demand, action, suit, proceeding, claim, assessment, reassessment,
judgment, settlement or other compromise relating thereto;

(m)

"Claim Notice" has the meaning set out in Subsection 6.4;

(n)

"Claimed Amount" has the meaning set out in Section 6.5;

(o)

"Closing" means the completion of the transactions contemplated by this Agreement;

(p)

"Control" means, when applied to a relationship between two Persons, that a Person (the
"first Person") is considered to control another Person (the "second Person") if:
(A)

the first Person, directly or indirectly, beneficially owns or exercises
control or direction over securities, interests or contractual rights of
the second Person carrying votes which, if exercised, would entitle
the first Person to elect a majority of the directors of the second
Person, or a majority of any other Persons who have the right to
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manage or supervise the management of the business and affairs of
the second Person, unless that first Person holds the voting securities
only to secure a debt or similar obligation;
(B)

the second Person is a partnership, other than a limited partnership,
and the first Person, together with any Person Controlled by the first
Person, holds more than fifty percent (50%) of the interests (measured
by votes or by value) of the partnership; or

(C)

the second Person is a limited partnership and the general partner of
the limited partnership is the first Person or any Person Controlled by
the first Person, and the term "Controlled" has a corresponding
meaning;

(q)

"Court" means the Court of Queen's Bench of Alberta;

(r)

"Dissent Rights" means the right of an Empire Securityholder to dissent in respect of the
Arrangement pursuant to the procedures set forth in Section 191 of the ABCA, as modified
by Article 4 of the Plan of Arrangement, the Interim Order and any other order of the Court;

(s)

"Effective Date" means the effective date of the Arrangement, being the date shown on the
Certificate of Arrangement;

(t)

"Effective Time" means the time at which the steps to complete the Arrangement will
commence, which will be 2:00 p.m. (Calgary time) on the Effective Date, subject to any
amendment or variation in accordance with the terms of this Agreement, and except as
otherwise specified in the Plan of Arrangement;

(u)

"Empire Business" means the business carried on, directly and indirectly, by Empire and the
Subsidiaries prior to the Effective Time, including all the assets and liabilities pertaining
thereto or otherwise held, directly or indirectly, by Empire and the Subsidiaries immediately
prior to the Effective Time;

(v)

"Empire Common Shares" means the common shares in the capital of Empire, as
constituted on the date hereof;

(w)

"Empire Convertible Debentures" means the convertible debentures of Empire in the
aggregate principal amount of $450,000 outstanding entitling the holder thereof to acquire
Empire Common Shares at a conversion price of $0.10, as adjusted from time to time;

(x)

"Empire Meeting" means the special meeting of Empire Securityholders (including any
adjournment or postponement thereof) to be called and held in accordance with the Interim
Order to consider and, if deemed advisable, to approve, amongst other things, the
Arrangement Resolution;

(y)

"Empire Options" means the outstanding share options of Empire, whether or not vested,
entitling the holders thereof to acquire Empire Common Shares;

(z)

"Empire Optionholder" means a holder of Empire Options;
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(aa)

"Empire Securityholders" means collectively the Empire Shareholders and Empire
Optionholders;

(bb)

"Empire Shareholder" means a holder immediately before the Effective Time of Empire
Common Shares;

(cc)

"Empire Special Shares" means the new class of non-voting, redeemable, retractable
preference shares in the capital of Empire created pursuant to the Plan of Arrangement,
designated as “Special Preferred Shares” and having the rights, privileges, restrictions and
conditions set out in Exhibit A to the Plan of Arrangement;

(dd)

"Empire Stock Option Plan" means the "Empire Industries Ltd. Stock Option Plan";

(ee)

"Empire Warrants" means the outstanding warrants of Empire entitling the holder thereof
to acquire Empire Common Shares;

(ff)

"Encumbrance" means any mortgage, charge, pledge, lien, hypothec, security interest,
encumbrance, adverse claim or right of any third party to acquire or restrict the use of
property;

(gg)

"Excess" has the meaning set out in Section 6.7;

(hh)

"Final Order" means the final order of the Court approving the Arrangement, as such order
may be amended or varied at any time prior to the Effective Time or, if appealed, then, unless
such appeal is withdrawn or denied, as affirmed or amended, with or without variation, on
appeal;

(ii)

"Governmental Authority" means any: (a) multinational, federal, provincial, territorial,
state, regional, municipal, local or other government, governmental or public department,
court, tribunal, commission, board or agency, domestic or foreign; or (b) regulatory authority,
including any securities commission or stock exchange;

(jj)

"Holdco Common Shares" means the Class “A” Common Shares in the capital of Holdco;

(kk)

"Holdco Subscription Agreements" means together the subscription agreement for
subscription receipts dated January 25, 2016 among Holdco (formerly 1868480 Alberta Ltd.),
Empire, Excellence Raise Overseas Limited and Carscallen LLP and the subscription
agreement for subscription receipts dated February 29, 2016 among Holdco, Empire,
Excellence Raise Overseas Limited and Everbright Law Firm, each as may be amended from
time to time;

(ll)

"Holdco Subscription Receipts" means the subscription receipts issued by Holdco pursuant
to the Holdco Subscription Agreements to acquire, following completion of the Arrangement
and subject to certain release conditions set forth in the Holdco Subscription Agreements,
such number of Tornado Class “A” Shares that collectively represent forty-five and fivetenths percent (45.5%) of the issued and outstanding Tornado Class “A” Shares at the date of
issuance;
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(mm) "Hydrovac Assets" means the assets comprised within the Empire Business to be transferred
to Tornado pursuant to the Plan of Arrangement and to be more specifically set forth in a Bill
of Sale Agreement to be entered into by Empire and Tornado;
(nn)

"Hydrovac Liabilities" means the liabilities comprised within the Empire Business to be
assumed by Tornado pursuant to the Plan of Arrangement and to be more specifically set
forth in a Bill of Sale Agreement to be entered into by Empire and Tornado;

(oo)

"Indemnified Party" means each Person, actually or potentially, entitled to indemnification
pursuant to Article 6;

(pp)

"Indemnifying Party" means a Party that is, actually or potentially, required to indemnify an
Indemnified Party pursuant to Article 6;

(qq)

"Indemnity Payment" means any amount of Loss required to be paid by an Indemnifying
Party pursuant to Article 6;

(rr)

"Independent Accountant'' has the meaning set out in Subsection 6.8(b)(iii);

(ss)

"Interim Order" means the interim order of the Court concerning the Arrangement
containing declarations and directions with respect to the Arrangement and the holding of the
Empire Meeting, as such order may be amended or varied by the Court;

(tt)

"Judgment Currency" has the meaning set out in Subsection 6.10(a);

(uu)

"Loss" means any loss, liability, damage, cost, expense, fine, penalty, assessment or
reassessment of whatever nature or kind, including Taxes, the reasonable out-of-pocket costs
and expenses of any demand, action, suit, proceeding, claim, assessment, judgment,
settlement or other compromise relating thereto and reasonable legal fees (on a solicitor and
its own client basis) incurred in connection therewith, excluding loss of profits and
consequential damages;

(vv)

"Material Adverse Effect" means, in respect of any corporation, any change, event,
development or occurrence that is, or would reasonably be expected to be, material and
adverse to the business, operations, results of operations, liabilities (including contingent
liabilities), obligations (whether absolute, accrued, conditional or otherwise), capital,
properties, assets or financial condition of that corporation (including its Affiliates)
considered as a whole after giving effect to the Arrangement or that would materially impair
that corporation's ability to perform its obligations under this Agreement or the Plan of
Arrangement in any material respect;

(ww)

"material fact" has the meaning attributed to such term in the Securities Act;

(xx)

"misrepresentation" means an untrue statement of a material fact, or an omission to state a
material fact that is required to be stated or that is necessary to make a statement not
misleading in light of the circumstances in which it was made;

(yy)

"New Empire Common Shares" means the new class of common shares in the capital of
Empire created pursuant to the Plan of Arrangement, designated as "Class “A” Common
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Shares" and having the rights, privileges, restrictions and conditions set out in Exhibit B to
the Plan of Arrangement;
(zz)

"Party" means a party to this Agreement;

(aaa)

"Person" means and includes an individual, limited or general partnership, limited liability
company, limited liability partnership, trust, joint venture, association, body corporate,
unlimited liability corporation, trustee, executor, administrator, legal representative,
government (including any Governmental Authority) or any other entity, whether or not
having legal status;

(bbb) "Plan of Arrangement" means the plan of arrangement in substantially the form set out as
Schedule A to this Agreement, as amended, modified or supplemented from time to time in
accordance with the terms thereof;
(ccc)

"Prime Rate" means the floating rate of interest established from time to time by the Bank
(and reported to the Bank of Canada) as the reference rate of interest the Bank will use to
determine rates of interest payable by its borrowers on Canadian dollar commercial loans
made by the Bank to such borrowers in Canada and designated by the Bank as its "prime
rate";

(ddd) "Recovery" has the meaning set out in Section 6.7;
(eee)

"Registrar" means the Registrar of Corporations appointed under Section 263 of the ABCA;

(fff)

"Representatives" means, collectively, the current and future directors, officers, employees,
agents and advisors of a Party and their respective heirs, executors, administrators, successors
and assigns;

(ggg) "Securities Act" means the Securities Act (Alberta), as amended, including the regulations
promulgated thereunder;
(hhh) "Subsidiary" means, at a particular time, a Person Controlled, directly or indirectly, by
Empire;
(iii)

"Tax" or "Taxes" includes all taxes, surtaxes, duties, levies, imposts, rates, fees, assessments,
withholdings, contributions, premiums, dues and other charges of any nature imposed by any
Governmental Authority (including, but not limited to, income, capital, withholding,
consumption, sales, use, transfer, goods and services, harmonized sales or other value-added,
excise, customs, net worth, stamp, registration, franchise, payroll, employment, Canada
Pension Plan, Employment Insurance, health, education, business, school, property, local
improvement, development, education, development and occupation taxes, surtaxes, duties,
levies, imposts, rates, fees, assessments, withholdings, contributions, premiums, dues and
charges), together with all fines, interest, penalties on or in respect of, or in lieu of or for noncollection or non-remittance of, those taxes, surtaxes, duties, levies, imposts, rates, fees,
assessments, withholdings, contributions, premiums, dues and other charges;

(jjj)

"Tax Act" means the Income Tax Act (Canada), as amended, including the regulations
promulgated thereunder;
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(kkk) "Tax Benefit" has the meaning set out in Subsection 6.8(b)(i);
(lll)

"Tax Gross-Up" means, with respect to any particular Indemnity Payment, such additional
amount as is necessary to place the Indemnified Party in the same after-tax position as it
would have been in had such Indemnity Payment been received tax free by the Indemnified
Party. The Tax Gross-Up amount will be calculated by using the applicable combined
federal and provincial income tax rate and/or the foreign tax rate applicable to the
Indemnified Party and, except as provided in Section 6.8, without regard to any losses,
credits, refunds or deductions that the Indemnified Party may have that could affect the
amount of Tax payable on any such Indemnity Payment;

(mmm) "Third Party Claim" has the meaning set out in Subsection 6.4(a);
(nnn) "Tornado Common Shares" means the Common Shares in the capital of Tornado;
(ooo) "Tornado Class “A” Shares” means the Class “A” Common Shares in the capital of
Tornado;
(ppp) "Tornado Stock Option Plan" means the "Stock Option Plan" of Tornado adopted prior to
the Effective Date;
(qqq) "TSX" means the Toronto Stock Exchange;
(rrr)

"TSXV" means the TSX Venture Exchange;

(sss)

"U.S. Exchange Act" means the United States Securities Exchange Act of 1934, as amended,
and the rules and regulations promulgated thereunder;

(ttt)

"U.S. Investment Company Act" means the United States Investment Company Act of
1940, as amended, and the rules and regulations promulgated thereunder; and

(uuu) "U.S. Securities Act" means the United States Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder.
1.2

Schedule

The following schedule is attached to this Agreement and forms part hereof:
Schedule A - Plan of Arrangement
1.3

Construction

In this Agreement, unless otherwise expressly stated or the context otherwise requires:
(a)

the division of this Agreement into Articles, Sections and Subsections and the use of
headings are for convenience of reference only and do not affect the construction or
interpretation hereof;

(b)

the words "hereunder", "hereof" and similar expressions refer to this Agreement and
not to any particular Article, Section or Subsection and references to "Articles",
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"Sections" and "Subsections" are to Articles, Sections and Subsections of this
Agreement;
(c)

words importing the singular include the plural and vice versa, and words importing
any gender include all genders and the neuter;

(d)

the word ''including", when following any general term or statement, is not to be
construed as limiting the general term or statement to the specific items or matters set
forth or to similar items or matters, but rather as referring to all other items or matters
that could reasonably fall within the broadest possible scope of the general term or
statement;

(e)

a reference to a statute or code includes every regulation made pursuant thereto, all
amendments to the statute or code or to any such regulation in force from time to
time, and any statute, code or regulation which supplements or supersedes such
statute, code or regulation;

(f)

if any date on which any action is required to be taken under this Agreement is not a
Business Day, such action will be required to be taken on the next succeeding
Business Day; and

(g)

a reference to the knowledge of a Party means to the best of the knowledge of any of
the officers of such Party after due inquiry.
ARTICLE 2
THE ARRANGEMENT

2.1

Arrangement

As soon as reasonably practicable, Empire, Tornado and Holdco shall apply to the Court pursuant to
Section 193 of the ABCA for an order approving the Arrangement and in connection with such
application shall:
(a)

subject to obtaining all necessary approvals of the Empire Securityholders as
contemplated in the Interim Order and as may be directed by the Court in the Interim
Order, take all steps necessary or desirable to submit the Arrangement to the Court
and apply for the Final Order;

(b)

structure the Arrangement such that the issuance and distribution of Tornado Class
“A” Shares, New Empire Common Shares and Empire Options under the
Arrangement will not require registration under the U.S. Securities Act, and the rules
and regulations promulgated thereunder, in reliance on Section 3(a)(10) thereof,
assuming the Arrangement resolution is approved and the Final Order is obtained;
and

(c)

subject to the satisfaction or waiver of the conditions set forth herein, deliver to the
Registrar the Articles of Arrangement and such other documents as may be required
to give effect to the Arrangement, whereupon the transactions comprising the
Arrangement shall occur and shall be deemed to have occurred in the order set out in

A-8

the Plan of Arrangement without any further act or formality, except as contemplated
in the Plan of Arrangement.
2.2

Effective Date and Effective Time

The Arrangement will become effective on the Effective Date and the steps to be carried out pursuant
to the Plan of Arrangement will become effective as at the Effective Time and will occur and be
deemed to occur in the sequence set out in the Plan of Arrangement.
2.3

Empire Approval
(a)

Empire represents to and in favour of Tornado that its board of directors has
determined unanimously that:
(i)

the Arrangement is fair to the Empire Securityholders and is in the best
interests of Empire; and

(ii)

they will recommend that the Empire Securityholders vote in favour of the
Arrangement Resolution.

(b)

Empire represents to and in favour of Tornado that each of its directors has advised
Empire that he or she intends to vote all of the Empire Common Shares and Empire
Options beneficially owned, directly or indirectly, or over which direction or control
is exercised, by him or her in favour of the Arrangement Resolution and has agreed
to, following the execution of this Agreement, enter into a voting and support
agreement whereby such director will covenant to so vote.

(c)

For greater certainty, nothing in the foregoing or elsewhere in this Agreement shall
limit the ability of the board of directors of Empire to act in accordance with its view
of its fiduciary duties, including withdrawing, modifying or changing any such
determination, recommendation or intention to vote.
ARTICLE 3
REPRESENTATIONS AND WARRANTIES

3.1

Mutual Representations and Warranties

Each Party represents and warrants to and in favour of each other Party that:
(a)

it is duly incorporated, amalgamated or continued and is validly existing under the
laws of its governing jurisdiction and has the corporate power and authority to enter
into this Agreement and, subject to obtaining the requisite approvals contemplated
hereby, to perform its obligations hereunder;

(b)

except as disclosed in the Circular or in writing to the other Parties, the execution and
delivery of this Agreement by it and the completion by it of the transactions
contemplated herein do not and will not:
(i)

result in the breach of, or violate any term or provision of, its articles or bylaws;
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3.2

(ii)

conflict with, result in the breach of, constitute a default under, or accelerate
or permit the acceleration of the performance required by, any agreement,
instrument, license, permit or authority to which it is a party or by which it is
bound, or to which any assets of such Party are subject, or result in the
creation of any Encumbrance upon any of its assets under any such agreement
or instrument, or give to others any interest or right, including rights of
purchase, termination, cancellation or acceleration, under any such
agreement, instrument, license, permit or authority, which in any case would
have a Material Adverse Effect on it; or

(iii)

violate any provisions of any Applicable Law or any judicial or
administrative award, judgment, order or decree applicable and known to it,
the violation of which would have a Material Adverse Effect on it;

(c)

no dissolution, winding-up, bankruptcy, liquidation or similar proceeding has been
commenced or is pending or, to such Party’s knowledge, is proposed in respect of it;
and

(d)

the execution and delivery of this Agreement and the completion of the transactions
contemplated have been duly approved by its board of directors, and this Agreement
constitutes a valid and binding obligation of such Party enforceable against it in
accordance with its terms, subject to bankruptcy, insolvency and other laws affecting
the enforcement of creditors' rights generally and to general principles of equity and
limitations upon the enforcement of indemnification for fines or penalties imposed by
law.

Representations and Warranties of Empire

Empire represents and warrants to and in favour of Tornado and Holdco that:
(a)

the authorized capital of Empire consists of an unlimited number of Empire Common
Shares and an unlimited number of preferred shares, of which, as of May 17, 2016,
only 259,336,473 Empire Common Shares, and no other shares, were issued and
outstanding;

(b)

as of May 17, 2016 there are 22,720,000 Empire Options and 25,700,000 Empire
Warrants issued and outstanding;

(c)

as of May 17, 2016 there are Empire Convertible Debentures issued by Empire with
an aggregate principal amount of $450,000;

(d)

other than the Empire Options, Empire Warrants and Empire Convertible Debentures,
no Person holds any securities convertible into Empire Common Shares or has any
agreement, warrant, option or any other right capable of becoming an agreement,
warrant or option for the purchase or other acquisition of any unissued Empire
Common Shares other than as contemplated by this Agreement; and
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(e)

3.3

Empire is the owner of all of the issued and outstanding shares of Tornado and
Holdco, with good and marketable title thereto, which shares will, as at the Effective
Time, be free and clear of all Encumbrances.

Representations and Warranties of Tornado

Tornado represents and warrants to and in favour of Empire and Holdco that:

3.4

(a)

the authorized capital of Tornado consists of one hundred (100) Tornado Common
Shares and an unlimited number of Tornado Class “A” Shares, of which, as of
May 17, 2016, only 100 Tornado Common Shares, and no other shares, were issued
and outstanding;

(b)

other than the Holdco Subscription Receipts, no Person holds any securities
convertible into Tornado Class “A” Shares or has any agreement, warrant, option or
any other right capable of becoming an agreement, warrant or option for the purchase
or other acquisition of any unissued Tornado Class “A” Shares other than as
contemplated by this Agreement;

(c)

it is a "foreign private issuer" within the meaning of Rule 3b-4 under the U.S.
Exchange Act;

(d)

it has no class of securities that is registered or required to be registered under Section
12 of the U.S. Exchange Act, nor is it subject to any reporting obligation under
section 15(d) of the U.S. Securities Act, and it has never had a class of securities
registered under Section 12 of the U.S Exchange Act;

(e)

it is not an "investment company" within the meaning of the U.S. Investment
Company Act; and

(f)

it is not a "shell company", as such term is defined in Rule 405 under the U.S.
Securities Act, and it is not an issuer that has: (i) no or nominal operations; and (ii) no
or nominal assets other than cash and cash equivalents.

Representations and Warranties of Holdco

Holdco represents and warrants to and in favour of Empire and Tornado that the authorized capital of
Holdco consists of an unlimited number of Holdco Common Shares, an unlimited number of Class
“B” Non-Voting Common Shares and an unlimited number of Preferred Shares, of which, as of
May 17, 2016, only 100 Holdco Common Shares, and no other shares, were issued and outstanding.
3.5

Survival of Representations, Warranties and Covenants
(a)

Subject to Subsection 3.5(b), all representations, warranties and covenants made by
the Parties contained in this Agreement will remain operative and in full force and
effect and, notwithstanding any investigation made by or on behalf of any Party or
any other Person, or any knowledge of the beneficiaries of such representations,
warranties and covenants or the knowledge of any other Person, until the earlier of
the termination of this Agreement in accordance with Section 7.2 or the Effective
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Time, whereupon such representations, warranties and covenants will expire and be
of no further force or effect.
(b)

The covenants made by each Party contained in Section 4.4 of this Agreement will
survive the Effective Time and the completion of the Arrangement and shall continue
in full force and effect for the benefit of each other Party, subject to Article 6.
ARTICLE 4
COVENANTS

4.1

General Covenant

Empire will, so long as its board of directors has not withdrawn its recommendation referred to in
Subsection 2.3(a)(ii), use all commercially reasonable efforts and do all things reasonably required of
it to cause the Arrangement to become effective on or before June 30, 2016.
4.2

Covenants of Empire

Empire will:
(a)

not on or before the Effective Time perform any act or enter into any transaction that
could interfere or be inconsistent with the completion of the Arrangement;

(b)

as soon as practicable, convene the Empire Meeting;

(c)

in a timely and expeditious manner:
(i)

forthwith carry out the terms of the Interim Order;

(ii)

prepare the Circular and proxy solicitation materials and any amendments or
supplements thereto, and file such materials in all jurisdictions where the
same are required to be filed, and distribute the same as ordered by the
Interim Order and in accordance with all Applicable Laws, and solicit proxies
to be voted at the Empire Meeting in favour of the Arrangement Resolution
and related matters; and

(iii)

conduct the Empire Meeting in accordance with the Interim Order, the bylaws of Empire, as applicable, and as otherwise required by Applicable Laws;

(d)

subject to obtaining all necessary approvals of the Empire Securityholders as
contemplated in the Interim Order and as may be directed by the Court in the Interim
Order, forthwith proceed with and diligently prosecute an application for the Final
Order;

(e)

subject to the receipt of the Final Order and the satisfaction or waiver of the
conditions precedent in favour of Empire set out in Article 5, deliver to and file with
the Registrar the Articles of Arrangement and the Final Order at such time as Empire
deems appropriate in its sole discretion in order to give effect to the Arrangement;
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4.3

(f)

on or before the Effective Time, assist and cooperate in the preparation and filing
with all applicable securities commissions or similar securities regulatory authorities
in Canada and the United States of all necessary applications to seek exemptions, if
required, from the prospectus, registration and other requirements of the applicable
securities laws of jurisdictions in Canada and the United States for the issue by
Empire of New Empire Common Shares and Empire Special Shares, and by Tornado
of Tornado Class “A” Shares, and other exemptions that are necessary or desirable in
connection the Arrangement;

(g)

prior to the Effective Time, obtain confirmation from the TSXV of the listing of the
New Empire Common Shares, and jointly with Tornado, make application to list the
Tornado Class “A” Shares, issuable pursuant to the Arrangement, on the TSXV; and

(h)

on or before the Effective Time, perform the obligations required to be performed by
Empire under the Plan of Arrangement and do all such other acts and things, and
execute and deliver all such agreements, assurances, notices and other documents and
instruments, as may be necessary or desirable and are within its power and control in
order to carry out and give effect to the Arrangement, including using all
commercially reasonable efforts to obtain:
(i)

the approval of Empire Securityholders required for the implementation of
the Arrangement;

(ii)

such other consents; orders, rulings or approvals and assurances as are
necessary or desirable for the implementation of the Arrangement; and

(iii)

satisfaction of the other conditions precedent referred to in Sections 5.1
and 5.2.

Covenants of Tornado

Tornado will:
(a)

not, on or before the Effective Time, except as specifically provided for hereunder or
in connection with the Arrangement, alter or amend its constating documents, articles
or by-laws as the same exist as at the date of this Agreement;

(b)

prior to the Effective Time, provide reasonable assistance to Empire in taking such
steps and carrying-out such transactions as may be determined by Empire, in its sole
discretion, to enable Empire (or any Subsidiary) to carry out any transactions deemed
advantageous by Empire for the separation from the Empire Business of the hydrovac
business including the Hydrovac Assets and Hydrovac Liabilities;

(c)

not on or before the Effective Time perform any act or enter into any transaction that
could interfere or could be inconsistent with the completion of the Arrangement; and

(d)

on or before the Effective Time, perform the obligations required to be performed by
it under the Plan of Arrangement and do all such other acts and things, and execute
and deliver all such agreements, assurances, notices and other documents and
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instruments, as may be necessary or desirable and are within its power and control in
order to carry out and give effect to the Arrangement, including co-operating with
Empire to obtain:

4.4

(i)

the Interim Order and the Final Order;

(ii)

the conditional approval of the listing of the Tornado Class “A” Shares on the
TSXV;

(iii)

the conditional approval of the listing of the New Empire Common Shares on
the TSXV;

(iv)

such other consents, rulings, orders, approvals and assurances as are
necessary or desirable for the implementation of the Arrangement, including
those referred to in Section 5.1; and

(v)

satisfaction of the other conditions precedent referred to in Sections 5.1
and 5.2.

Covenants of Holdco

Holdco will:
(a)

not, on or before the Effective Time, except as specifically provided for hereunder or
in connection with the Arrangement, alter or amend its constating documents, articles
or by-laws as the same exist as at the date of this Agreement;

(b)

prior to the Effective Time, provide reasonable assistance to Empire in taking such
steps and carrying-out such transactions as may be determined by Empire, in its sole
discretion, to enable Empire (or any Subsidiary) to carry out any transactions deemed
advantageous by Empire for the separation from the Empire Business of the
hydrovacs business and its related assets and liabilities;

(c)

not on or before the Effective Time perform any act or enter into any transaction that
could interfere or could be inconsistent with the completion of the Arrangement; and

(d)

on or before the Effective Time, perform the obligations required to be performed by
it under the Plan of Arrangement and do all such other acts and things, and execute
and deliver all such agreements, assurances, notices and other documents and
instruments, as may be necessary or desirable and are within its power and control in
order to carry out and give effect to the Arrangement, including co-operating with
Empire to obtain:
(i)

the Interim Order and the Final Order;

(ii)

the conditional approval of the listing of the Tornado Class “A” Shares on the
TSXV;

(iii)

the conditional approval of the listing of the New Empire Common Shares on
the TSXV;
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4.5

(iv)

such other consents, rulings, orders, approvals and assurances as are
necessary or desirable for the implementation of the Arrangement, including
those referred to in Section 5.1; and

(v)

satisfaction of the other conditions precedent referred to in Sections 5.1
and 5.2.

Tax-Related Covenants
(a)

Each Party covenants and agrees with and in favour of the other Party to file its tax
returns and make all other filings, notifications, designations and elections, pursuant
to the Tax Act and to make adjustments to its stated capital accounts in accordance
with the terms of the Plan of Arrangement following the Effective Time. Where an
agreed amount is to be included in any such election, each Party will ensure to the
best of its knowledge that such amount will be within the range contemplated by the
Tax Act (or applicable provincial, territorial or foreign legislation) and will be the
amount contemplated by the Plan of Arrangement and this Agreement.

(b)

Each Party covenants and agrees with and in favour of each other Party to cooperate
in the preparation and filing, in the form and within the time limits prescribed or
otherwise contemplated in the Tax Act, of all tax returns, filings, notifications,
designations and elections under the Tax Act as contemplated in the Plan of
Arrangement and this Agreement (and any similar tax returns, elections, notifications
or designations that may be required under applicable provincial, territorial or foreign
legislation).
ARTICLE 5
CONDITIONS

5.1

Conditions Precedent

The obligations of Empire to complete the transactions contemplated by this Agreement and to file
Articles of Arrangement to give effect to the Arrangement are subject to the satisfaction of the
following conditions (which, except for the conditions listed in Subsection 5.3(b), may be waived by
Empire without prejudice to its right to rely on any other condition in its favour):
(a)

the Interim Order shall not have been set aside, amended or varied in a manner
unacceptable to Empire, in its sole discretion, whether on appeal or otherwise;

(b)

the Arrangement Resolution shall have been approved by the requisite number of
votes cast by the Empire Securityholders at the Empire Meeting in accordance with
the provisions of the Interim Order and any applicable regulatory requirements;

(c)

the Final Order shall have been obtained in form and substance satisfactory to
Empire, in its sole discretion;

(d)

the Articles of Arrangement and all necessary related documents, in form and
substance satisfactory to Empire, in its sole discretion, shall have been accepted for
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filing by the Registrar together with the Final Order in accordance with Subsection
193(11) of the ABCA;
(e)

all material consents, orders, rulings, approvals, opinions and assurances, including
regulatory, judicial, third party and advisor opinions, approvals and orders, required
or necessary, in the sole discretion of Empire, for the completion of the transactions
provided for in this Agreement and the Plan of Arrangement shall have been obtained
or received, and none of the consents, orders, rulings, approvals, opinions or
assurances contemplated herein shall contain terms or conditions or require
undertakings or security that are considered unsatisfactory or unacceptable by
Empire, in its sole discretion, such consents include, but are not limited to, the
consent of (i) the Bank, and (ii) the holders of Empire Convertible Debentures, to
transfer the Hydrovac Assets and Hydrovac Liabilities to Tornado and release any
security interests therein;

(f)

no action shall have been instituted and be continuing on the Effective Time for an
injunction to restrain, a declaratory judgment in respect of, or damages on account of
or relating to, the Arrangement and there shall not be in force any order or decree
restraining or enjoining the consummation of the transactions contemplated by this
Agreement and no cease trading or similar order with respect to any securities of any
of the Parties shall have been issued and remain outstanding;

(g)

no law, regulation or policy shall have been proposed, enacted, promulgated or
applied that interferes or is inconsistent with the completion of the Arrangement,
including any material change to the income tax laws of Canada, or any province or
territory thereof;

(h)

there shall not, as of the Effective Time, be Empire Securityholders that hold, in the
aggregate, in excess of two percent (2.0%) of all outstanding Empire Common Shares
and Empire Options that have validly exercised their Dissent Rights and not
withdrawn such exercise;

(i)

the New Empire Common Shares (including shares issuable on exercise of options
issued under the Empire Stock Option Plan) shall have been conditionally approved
for listing on the TSXV and the Tornado Class “A” Shares (including shares issuable
on exercise of options granted under the Tornado Stock Option Plan) to be issued
pursuant to the Arrangement shall have been conditionally approved for listing on the
TSXV, subject to compliance with the normal listing requirements of the TSXV;

(j)

the New Empire Common Shares, Tornado Class “A” Shares and Empire Options
issuable pursuant to the Arrangement shall be exempt from registration requirements
under the U.S. Securities Act pursuant to Section 3(a)(10) thereof and the registration
and qualification requirements of all applicable state securities laws of the United
States;

(k)

there shall have not developed, occurred or come into effect or existence any event,
action or occurrence of national or international consequences, any governmental law
or regulation, state, condition or major financial occurrence, including any act of
terrorism, war or like event, or other occurrence of any nature, which, in the sole
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discretion of Empire, materially adversely affects, or may materially adversely affect,
the financial markets in Canada or the United States or the business, financial
condition, operations or affairs of Empire going forward; and
(l)
5.2

this Agreement shall not have been terminated pursuant to the provisions of
Section 7.2.

Conditions to Obligation of Each Party

The obligation of each Party to complete the transactions contemplated by this Agreement is further
subject to the conditions (which may be waived by such Party without prejudice to its right to rely on
any other condition in its favour) that: (i) the covenants of each other Party to be performed on or
before the Effective Time pursuant to the terms of this Agreement will have been duly performed in
all material respects; (ii) except as set forth in this Agreement or the Plan of Arrangement, the
representations and warranties of each other Party will be true and correct in all material respects as
at the Effective Time, with the same effect as if such representations and warranties had been made
at, and as of, such date; and each such Party will receive a certificate, dated the Effective Date, of a
senior officer of each other Party confirming the matters in (i) and (ii) above.
5.3

Merger/Waiver of Conditions
(a)

Subject to Subsection 5.3(b), the conditions set out in Sections 5.1 and 5.2 will be
conclusively deemed to have been satisfied, waived or released on the filing by
Empire of Articles of Arrangement under the ABCA to give effect to the Plan of
Arrangement.

(b)

The conditions set out in Subsections 5.1(a), 5.1(b), 5.1(c), 5.1(d), 5.1(e) and 5.1(h)
may not be waived by Empire.
ARTICLE 6
INDEMNITIES

6.1

Indemnity by Empire

Empire will indemnify and hold harmless Tornado and Holdco against any Loss suffered or incurred,
directly or indirectly, by any such Indemnified Party as a result of or in connection with a breach of a
covenant contained in Section 4.4 by Empire.
6.2

Indemnity by Tornado

Tornado will indemnify and hold harmless Empire and Holdco against any Loss suffered or incurred,
directly or indirectly, by any such Indemnified Party as a result of or in connection with a breach of a
covenant contained in Section 4.4 by Tornado.
6.3

Indemnity by Holdco

Holdco will indemnify and hold harmless Empire and Tornado against any Loss suffered or incurred,
directly or indirectly, by any such Indemnified Party as a result of or in connection with a breach of a
covenant contained in Section 4.4 by Holdco.
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6.4

Procedure for Third Party Claims
(a)

Promptly after an Indemnified Party has received notice or has knowledge of any
pending or threatened Claim asserted by a third party or the commencement of any
Claim by a third party in respect of which indemnification shall be sought hereunder
(a "Third Party Claim"), the Indemnified Party shall give the Indemnifying Party
written notice (a "Claim Notice") describing in reasonable detail the nature and basis
of the Third Party Claim and, if ascertainable, the amount in dispute under the Third
Party Claim.

(b)

Subject to the limitations set forth in this Subsection 6.4(b), in the event of a Third
Party Claim, the Indemnifying Party shall have the right (exercisable by written
notice to the Indemnified Party within fifteen (15) days after the Indemnifying Party
has received a Claim Notice in respect of the Third Party Claim) to elect to conduct
and control, through counsel of its choosing that is reasonably acceptable to the
Indemnified Party and at the Indemnifying Party's sole cost and expense, the defense,
compromise or settlement of the Third Party Claim if the Indemnifying Party: (i) has
acknowledged and agreed in writing that, if the same is adversely determined, the
Indemnifying Party shall provide indemnification to the Indemnified Party in respect
thereof; and (ii) if requested by the Indemnified Party, has provided evidence
reasonably satisfactory to the Indemnified Party of the Indemnifying Party's financial
ability to pay any Losses resulting from the Third Party Claim; provided, however,
that the Indemnified Party may participate therein through separate counsel chosen by
it and at its sole cost and expense. Notwithstanding the foregoing, if: (A) the
Indemnifying Party shall not have given notice of its election to conduct and control
the defense of the Third Party Claim within such fifteen (15) day period; (B) the
Indemnifying Party shall fail to conduct such defense diligently and in good faith;
(C) the Indemnified Party shall reasonably determine that use of counsel selected by
the Indemnifying Party to represent the Indemnified Party would present such
counsel with an actual or potential conflict of interest; or (D) the Third Party Claim
is for injunctive, equitable or other non-monetary relief against the Indemnified Party,
then in each such case the Indemnified Party shall have the right to control the
defense, compromise or settlement of the Third Party Claim with counsel of its
choice at the Indemnifying Party's sole cost and expense. In connection with any
Third Party Claim, from and after delivery of a Claim Notice, the Indemnifying Party
and the Indemnified Party shall, and shall cause their respective Affiliates and
Representatives to, cooperate fully in connection with the defense or prosecution of
such Third Party Claim, including furnishing such records, information and testimony
and attending such conferences, discovery proceedings, hearings, trials and appeals as
may be reasonably requested by the Indemnifying Party or the Indemnified Party in
connection therewith. In addition, the party controlling the defense of any Third
Party Claim shall keep the non-controlling party advised of the status thereof and
shall consider in good faith any recommendations made by the non-controlling party
with respect thereto.

(c)

Except as set forth below, no Third Party Claim may be settled or compromised:
(i) by the Indemnified Party without the prior written consent of the Indemnifying
Party (not to be unreasonably withheld, conditioned or delayed); or (ii) by the
Indemnifying Party without the prior written consent of the Indemnified Party (not to
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be unreasonably withheld, conditioned or delayed). Notwithstanding the foregoing:
(A) the Indemnified Party shall have the right to pay, settle or compromise any Third
Party Claim, provided that in such event the Indemnified Party shall waive all rights
against the Indemnifying Party to indemnification under this Article 6 with respect to
such Third Party Claim unless the Indemnified Party shall have sought the consent of
the Indemnifying Party to such payment, settlement or compromise and such consent
shall have been unreasonably withheld, conditioned or delayed; and (B) the
Indemnifying Party shall have the right to consent to the entry of a judgment or enter
into a settlement with respect to any Third Party Claim without the prior written
consent of the Indemnified Party if the judgment or settlement (x) involves only the
payment of money damages (all of which will be paid in full by the Indemnifying
Party concurrently with the effectiveness thereof), (y) will not encumber any of the
assets of the Indemnified Party and will not contain m1y restriction or condition that
would apply to or adversely affect the Indemnified Party or the conduct of its
business, and (z) includes, as a condition to any settlement or other resolution, a
complete and irrevocable release of the Indemnified Party from all liability in respect
of such Third Party Claim and includes no admission of wrongdoing.
6.5

Procedure for Direct Claims

In the event that an Indemnified Party advances a Claim for indemnification hereunder that does not
involve a Third Party Claim, the Indemnified Party shall, as promptly as practicable, deliver to the
Indemnifying Patty a written notice that contains: (a) a description and the amount (the "Claimed
Amount") of any Losses incurred or suffered by the Indemnified Party; (b) a statement that the
Indemnified Party is entitled to indemnification under this Article 6 and a reasonable explanation of
the basis therefor; and (c) a demand for payment by the Indemnifying Party. Within thirty (30) days
after delivery of such written notice, the Indemnifying Party shall deliver to the Indemnified Party a
written response in which the Indemnifying Party shall: (i) agree that the Indemnified Party is
entitled to receive all of the Claimed Amount (in which case such response shall be accompanied by
a payment by the Indemnifying Party of the Claimed Amount); (ii) agree that the Indemnified Party
is entitled to receive part, but not all, of the Claimed Amount (the "Agreed Amount") (in which case
such response shall be accompanied by payment by the Indemnifying Party of the Agreed Amount);
or (iii) contest that the Indemnified Party is entitled to receive any of the Claimed Amount. If the
Indemnifying Party contests the payment of all or any part of the Claimed Amount, the Indemnifying
Party and the Indemnified Party shall use good faith efforts to resolve such dispute as promptly as
practicable. If such dispute is not resolved within sixty (60) days or such longer period as may
reasonably be required in order to properly exchange all relevant information following the delivery
by the Indemnifying Party of such response, the Indemnified Party and the Indemnifying Party shall
each have the right to submit such dispute to a court of competent jurisdiction in accordance with
Section 8.10.
6.6

Failure to Give Timely Notice

The failure to give timely notice under this Article 6 will not affect the rights or obligations of any
Party except to the extent (and only to the extent) that, as a result of such failure, the Party that was
entitled to receive such notice suffered damage or was otherwise adversely prejudiced.
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6.7

Reductions and Subrogation

If at any time subsequent to the making of any Indemnity Payment, the amount of the indemnified
Loss is reduced (other than any reduction in the amount of the indemnified Loss that arises as a
consequence of the realization of any Tax Benefit by the Indemnified Party or any of its Affiliates)
pursuant to any claim, recovery, settlement or payment by or against any other Person (a
"Recovery"), such that, taking the Recovery into account, the amount of the Indemnity Payment in
respect of the Loss exceeds the amount of the Loss, the Indemnified Party must promptly repay to the
Indemnifying Party the amount of the excess (the "Excess") (less any costs, expenses (including
Taxes) or premiums incurred in connection therewith) together with interest: (a) from the date of
payment of the Indemnity Payment in respect of which the repayment is being made to but excluding
the earlier of the date of repayment of the Excess and the date that is sixty (60) days after the Excess
arises, but only to the extent that the Recovery giving rise to the Excess included interest, at the rate
applied to the amount of the Recovery; and (b) from and including the date that is sixty (60) days
after the Excess arises to but excluding the date of repayment of the Excess, at the Prime Rate.
Notwithstanding the foregoing provisions of this Section, no payment must be made under this
Section 6.7 to the extent the Indemnified Party is entitled to an Indemnity Payment hereunder that
remains unpaid. Upon making a full Indemnity Payment, the Indemnifying Party will, to the extent
of such Indemnity Payment, be subrogated to all rights of the Indemnified Party against any third
party in respect of the Loss to which the Indemnity Payment relates. Until the Indemnified Party
recovers full payment of its Loss, any and all claims of the Indemnifying Party against such third
party on account of such Indemnity Payment will be postponed and subordinated in right of payment
to the Indemnified Party's rights against such third party.
6.8

Tax Effect / Tax Benefit
(a)

If any Indemnity Payment received or accrued by an Indemnified Party would
constitute income for tax purposes to such Indemnified Party, the Indemnifying Party
will pay a Tax Gross-Up to the Indemnified Party at the same time and on the same
terms, as to interest and otherwise, as the Indemnity Payment. Notwithstanding the
foregoing provisions of this Section 6.8, if an Indemnity Payment would otherwise be
included in the Indemnified Party's income, the Indemnified Party covenants and
agrees to make all such elections, filings, notifications or designations and take such
actions as are available, acting reasonably, to minimize or eliminate Taxes with
respect to the Indemnity Payment.

(b)

(i)

The amount of any Loss for which indemnification is provided will be
adjusted to take into account any Tax Benefit realized by the Indemnified
Party or any of its Affiliates by reason of the Loss for which indemnification
is so provided or the circumstances giving rise to such Loss. For the purposes
of Section 6.7 and this Section 6.8, "Tax Benefit" shall mean: (i) an amount
equal to the value of any current tax benefit (i.e. actual reduction in the
Indemnified Party's (or Affiliate's) liability for Taxes or actual increase in the
Indemnified Party's (or Affiliate's) Tax refund) recognized by the Indemnified
Party (or Affiliate) in the taxation period of the Indemnified Party (or
Affiliate) in which the Loss is incurred; plus, without duplication; (ii) the
discounted present value of any future such tax benefit reasonably anticipated
to be actually recognized by the Indemnified Party (or Affiliate) within ten
(10) years after the end of the calendar year in which the Loss is incurred,
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taking into account, where relevant, the existing and anticipated future tax
attributes of the Indemnified Party and its Affiliates, and utilizing a discount
rate equal to ten percent (10%) and effective tax rate equal to: (a) where a tax
benefit is realized with respect to Canadian federal and/or provincial Taxes,
the maximum combined Canadian federal and applicable provincial income
tax rate applicable to a Canadian public corporation in effect at the end of the
year in which the Loss is incurred, and (b) where a tax benefit is realized with
respect to foreign Taxes (including, where applicable, state or local Taxes),
the maximum foreign tax rate applicable to corporations in effect at the end of
the year in which the Loss is incurred.

6.9

(ii)

For greater certainty, the provisions of Section 6.7 shall not apply to any
adjustment pursuant to the provisions of this Section.

(iii)

Each Party will, when requested in writing by another Party, act
commercially reasonably in cooperating with all other applicable Parties to
determine the applicability, if any, of this Subsection 6.8(b) to any Claim. If
such determination is not mutually agreed among the applicable Parties
within sixty (60) days of such written request, then the disagreement shall be
submitted to an accounting firm of recognized national standing in Canada,
which is independent of the Parties (the "Independent Accountant"). If the
applicable Parties are unable to agree on the Independent Accountant within
ten (10) days of the end of such sixty (60) day period, any Party may apply
under the Arbitration Act (Alberta) to have a court appoint such accounting
firm. The Independent Accountant shall, as promptly as reasonable (but in
any event within forty-five (45) days following its appointment), make a
determination of the applicability of this Subsection 6.8(b) to such Claim on
the basis contemplated herein, based on written submissions submitted by the
applicable Parties to the Independent Accountant. The decision of the
Independent Accountant as to the applicability of this Subsection 6.8(b) to
such Claim shall be final and binding upon the Parties and will not be subject
to appeal absent manifest error. The fees and expenses of the Independent
Accountant with respect to the resolution of the dispute shall be paid by the
applicable Parties in such proportions as are determined by the Independent
Accountant. The Independent Accountant will be deemed to be acting as an
expert and not an arbitrator.

Payment and Interest

Except as specified herein, all Losses (other than Taxes) will bear interest at a rate per annum,
calculated and payable monthly, equal to the Prime Rate from and including the date the Indemnified
Party disbursed funds or suffered or incurred a Loss to, but excluding, the day of payment by the
Indemnifying Party to the Indemnified Party, with interest on overdue interest at the same rate. All
Losses that are Taxes will bear interest at a rate per annum, calculated and payable monthly, equal to
the Prime Rate from and including the date the Indemnified Party paid such Taxes to, but excluding,
the day of payment by the Indemnifying Party to the Indemnified Party of the Indemnity Payment in
respect of such Taxes, with interest on overdue interest at the same rate.
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6.10

Judgment Currency
(a)

(b)

6.11

If for the purpose of obtaining or enforcing judgment against the Indemnifying Party
in any court in any jurisdiction, it becomes necessary to convert into any other
currency (the "Judgment Currency") an amount due in Canadian dollars under this
Agreement, the conversion will be made at the rate of exchange prevailing on the
Business Day immediately preceding:
(i)

the date of actual payment of the amount due, in the case of any proceeding in
the court of the Province of Alberta or in the courts of any other jurisdiction
that will give effect to such conversion being made on such date; or

(ii)

the date on which the judgment is given, in the case of any proceeding in the
courts of any other jurisdiction (the "Judgment Conversion Date").

If, in the case of any proceeding in the court of any jurisdiction referred to in Section
6.10(a)(ii), there is a change in the rate of exchange prevailing between the Judgment
Conversion Date and the date of actual payment of the amount due, the Indemnifying
Party must pay such additional amount (if any, but in any event not a lesser amount)
as may be necessary to ensure that the amount paid in the Judgment Currency, when
converted at the rate of exchange prevailing on the date of payment, will produce the
amount of Canadian dollars, which could have been purchased with the amount of
Judgment Currency stipulated in the judgment or judicial order at the rate of
exchange prevailing on the Judgment Conversion Date.

Exclusive Remedy

Subject to Section 6.12 and except for remedies for injunctive or equitable relief, claims for fraud or
intentional misrepresentation or as otherwise expressly provided in this Agreement, the
indemnification rights set forth in this Article 6 shall be the sole and exclusive remedy for any Claim
arising out of this Agreement.
6.12

Mitigation

Nothing in this Agreement shall in any way restrict or limit the general obligation at law of an
Indemnified Party to mitigate any Loss which it may suffer or incur by reason of the breach by an
Indemnifying Party of any representation, warranty, covenant, obligation or agreement of the
Indemnifying Party hereunder. If any such Loss can be reduced by any recovery, settlement or
otherwise under or pursuant to any insurance coverage, or pursuant to any claim, recovery, settlement
or payment by or against any other Person, the Indemnified Party shall take all appropriate and
reasonable steps to enforce such recovery, settlement or payment. Notwithstanding the foregoing, no
Indemnified Party shall have any obligation to mitigate any Loss prior to or in connection with any
application of remedies for injunctive or equitable relief.
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ARTICLE 7
AMENDMENT AND TERMINATION
7.1

Amendment

This Agreement may, at any time and from time to time before and after the holding of the Empire
Meeting, but not later than the Effective Date, be amended by written agreement of the Parties
without, subject to Applicable Law, further notice to or authorization on the part of their respective
shareholders. Without limiting the generality of the foregoing, any such amendment may:

7.2

(a)

change the time for performance of any of the obligations or acts of the Parties;

(b)

waive any inaccuracies or modify any representation contained herein or in any
document to be delivered pursuant hereto;

(c)

except as otherwise provided herein, waive compliance with or modify any of the
covenants contained herein or waive or modify performance of any of the obligations
of the Parties; or

(d)

make such alterations, modifications or amendments to this Agreement as the Parties
may consider necessary or desirable in connection with the Interim Order or the Final
Order.

Termination

This Agreement may, at any time before or after the holding of the Empire Meeting but prior to the
issue of the Certificate of Arrangement, be terminated by Empire in its sole discretion at any time
without the approval of the Empire Securityholders or Tornado and nothing expressed or implied
herein or in the Plan of Arrangement shall be construed as fettering the absolute discretion of Empire
to elect to terminate this Agreement and discontinue efforts to effect the Plan of Arrangement for
whatever reason it may consider appropriate. This Agreement will terminate without any further
action by the Parties if the Effective Date has not occurred on or before June 30, 2016.
ARTICLE 8
GENERAL
8.1

Notices

Any demand, notice or other communication to be given in connection with this Agreement must be
given in writing and delivered personally or by courier or by facsimile addressed to the recipient as
follows:
(a)

To Empire:
717 Jarvis Avenue
Winnipeg, MB R2W 3B4
Attention: President
Fax No.: (204) 582-8057
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(b)

To Tornado:
1500, 407 – 2 Street SW
Calgary, Alberta T2P 2Y3
Attention: President
Fax No.: (403) 262-2952

or other such address that a Party may, from time to time, advise the other Parties by notice in writing
given in accordance with the foregoing. The date of receipt of any such notice will be deemed to be
the date of actual delivery thereof or, if given by facsimile, on the day of transmittal thereof if given
during the normal business hours of the recipient with written confirmation of receipt by fax and
verbal confirmation of same and on the next Business Day, if not given during such hours.
8.2

Time of Essence

Time is of the essence of this Agreement.
8.3

Further Assurances

Each of the Parties will from time to time execute and deliver such further documents and
instruments and do all acts and things as any other Party may before the Effective Date reasonably
required to effectively carry out or better evidence or perfect the full intent and meaning of this
Agreement.
8.4

Assignment

No Party may assign its rights or obligations under this Agreement or the Arrangement without the
prior written consent of the other Parties (which consent will not be unreasonably withheld or
delayed), provided that no such consent will be required for any Party to assign its rights and
obligations under this Agreement and the Arrangement to a corporate successor to such Party or to a
purchaser of all or substantially all of the assets of such Party.
8.5

Binding Effect

This Agreement will be binding upon and enure to the benefit of the Parties and their respective
successors and permitted assigns, and specific references to "successors" elsewhere in this
Agreement will not be construed to be in derogation of the foregoing.
8.6

Waiver

Any waiver or release of any of the provisions of this Agreement, to be effective, must be in writing
executed by the Party granting the same.
8.7

No Personal Liability
(a)

No Representative of Empire shall have any personal liability whatsoever to any
other Party on behalf of Empire under this Agreement, the Plan of Arrangement, or
any other document delivered in connection with any of the foregoing; and
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(b)

8.8

No Representative of Tornado shall have any personal liability whatsoever to any
other Party on behalf of Tornado under this Agreement, the Plan of Arrangement, or
any other document delivered in connection with any of the foregoing.

Invalidity of Provisions

If any term or other provision of this Agreement is invalid, illegal or incapable of being enforced by
any rule or Applicable Law, or public policy, all other conditions and provisions of this Agreement
shall nevertheless remain in full force and effect so long as the economic or legal substance of the
transactions contemplated hereby is not affected in any manner materially adverse to any Party.
Upon such determination that any term or other provision is invalid, illegal or incapable of being
enforced, the Parties shall negotiate in good faith to modify this Agreement so as to effect the
original intent of the Parties as closely as possible in an acceptable manner to the end that the
transactions contemplated hereby are fulfilled to the fullest extent possible.
8.9

Entire Agreement

This Agreement, the Plan of Arrangement and the other agreements and instruments contemplated
hereby and thereby or entered into or delivered in connection herewith or therewith constitute the
entire agreement between the Parties pertaining to the subject matter hereof and thereof. There are
no warranties, conditions, or representations (including any that may be implied by statute), and there
are no agreements, in connection with such subject matter except as specifically set forth or referred
to in this Agreement, the Plan of Arrangement and such other agreements and instruments
contemplated hereby and thereby or entered into or delivered in connection herewith or therewith, or
as otherwise set out in writing and delivered at Closing. No reliance is placed on any warranty,
representation, opinion, advice or assertion of fact made by any Party or its Representatives to any
other Party or its Representatives except to the extent that the same has been reduced to writing and
included as a term of this Agreement, the Plan of Arrangement, such other agreements and
instruments contemplated hereby and thereby or entered into or delivered in connection herewith or
therewith, or as otherwise set out in writing and delivered at Closing. Accordingly, there will be no
liability, either in tort or in contract, assessed in relation to any such warranty, representation,
opinion, advice or assertion of fact, except to the extent aforesaid.
8.10

Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the Province of
Alberta and the federal laws of Canada applicable therein without regard to conflicts of law
principles. Each of the Parties agrees that any action or proceeding arising out of or relating to this
Agreement may be instituted in the courts of Alberta, waives any objection which it may have now
or later to the venue of that action or proceeding, irrevocably submits to the non-exclusive
jurisdiction of those courts in that action or proceeding and agrees to be bound by any judgment of
those courts.
8.11

No Third Party Beneficiaries

Except as otherwise provided in Sections 8.4, 8.5 and 8.7, this Agreement is not intended to confer
on any Person other than the Parties any rights or remedies.
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8.12

Counterparts

This Agreement may be executed in any number of original, facsimile or "pdf" counterparts, each of
which shall be deemed an original, but all of which together shall constitute one and the same
instrument.
IN WITNESS WHEREOF the Parties have executed this Agreement.

EMPIRE INDUSTRIES LTD.
Per:
Name: Guy Nelson
Title: Executive Chairman and Chief Executive
Officer

TORNADO GLOBAL HYDROVACS LTD.
Per:
Name: Guy Nelson
Title: Director

TORNADO GLOBAL HYDROVACS INC.
Per:
Name: Guy Nelson
Title: Director
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SCHEDULE A
PLAN OF ARRANGEMENT
UNDER THE PROVISIONS OF SECTION 193
OF THE BUSINESS CORPORATIONS ACT (ALBERTA)
Article 1
INTERPRETATION
1.1

Definitions

In this Plan of Arrangement, unless there is something in the subject matter or context clearly
inconsistent therewith, the following terms will have the respective meanings set out below and
grammatical variations of those terms will have corresponding meanings:
(a)

“ABCA” means the Business Corporations Act, R.S.A. 2000, c. B-9, as amended,
including the regulations promulgated thereunder;

(b)

“Arrangement” means the arrangement, pursuant to Section 193 of the ABCA, on the
terms set out in this Plan of Arrangement, as supplemented, modified or amended in
accordance with this Plan of Arrangement or made at the direction of the Court pursuant to
the Final Order;

(c)

“Arrangement Agreement” means the agreement made as of May 17, 2016 between
Empire and Tornado, including the schedules thereto, as the same may be amended,
supplemented, restated or otherwise modified from time to time in accordance with its
terms;

(d)

“Arrangement Resolution” means the special resolution of the Empire Securityholders
approving the Arrangement in accordance with the Interim Order;

(e)

“Articles of Arrangement” means the articles of arrangement in respect of the
Arrangement required under Section 193(10) of the ABCA to be sent to the Registrar after
the Final Order has been granted, to give effect to the Arrangement;

(f)

"Business Day" means, with respect to any action to be taken, any day, other than a
Saturday, Sunday or a statutory holiday in the place where such action is to be taken;

(g)

"Bill of Sale Agreement" means the bill of sale agreement dated as of the Effective Time
in accordance with the Plan of Arrangement, pursuant to which Empire will transfer to
Tornado the Hydrovac Assets and the Hydrovac Liabilities in accordance with the terms set
out therein;

(h)

"Certificate of Arrangement" means the certificate of arrangement or other proof of filing
to be issued by the Registrar, pursuant to Subsection 193(11) of the ABCA, in order to give
effect to the Articles of Arrangement;

(i)

“Circular” means the management information circular of Empire to be sent by Empire to
the Empire Securityholders in connection with the Empire Meeting;
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(j)

“Court” means the Court of Queen’s Bench of Alberta;

(k)

“Depositary” means CST Trust Company;

(l)

“Dissent Rights” means the rights of dissent granted in favour of registered Empire
Securityholders in respect of the Arrangement Resolution in accordance with Section 191
of the ABCA as modified by the Interim Order;

(m)

“Dissenting Securityholder” means a registered holder of Empire Common Shares or
Empire Options who has duly and validly exercised the Dissent Rights in respect of the
Arrangement Resolution in strict compliance with the Dissent Rights and who has not
withdrawn or been deemed to have withdrawn such exercise of Dissent Rights;

(n)

“Dissenting Securities” means the Empire Common Shares and Empire Options held by
Dissenting Securityholders in respect of which such Dissenting Shareholders have given
Notice of Dissent;

(o)

“Effective Date” means the date the Arrangement becomes effective under the ABCA;

(p)

“Effective Time” means 2:00 p.m. (Calgary time) on the Effective Date;

(q)

“Empire” means Empire Industries Ltd., a corporation incorporated under the laws of
Alberta;

(r)

“Empire Common Shares” means common shares of Empire, as constituted on the date
hereof;

(s)

“Empire Convertible Debentures” means the convertible debentures of Empire in the
aggregate principal amount of $450,000 outstanding entitling the holder thereof to acquire
Empire Common Shares;

(t)

“Empire Effective Time Shares Outstanding” means the number of Empire Common
Shares outstanding immediately prior to the Effective Time, including any Empire
Common Shares issued upon the exercise or surrender of any Empire Options, Empire
Warrants or the conversion of any Empire Convertible Debentures;

(u)

“Empire Meeting” means the special meeting of Empire Securityholders which is to be
called to permit the Empire Securityholders to consider the Arrangement Resolution and
related matters, and any adjournment(s) or postponement(s) thereof;

(v)

“Empire Option Plan” means the option plan of Empire pursuant to which the Empire
Options are issued;

(w)

“Empire Options” means the outstanding share options of Empire, whether or not vested,
entitling the holders thereof to acquire Empire Common Shares;

(x)

“Empire Optionholders” means the holders of Empire Options;

(y)

“Empire Securityholders” means the Empire Shareholders and the Empire Optionholders;
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(z)

“Empire Shareholders” means the holders immediately before the Effective Time of
Empire Common Shares;

(aa)

“Empire Warrants” means the outstanding warrants of Empire entitling the holders
thereof to acquire Empire Common Shares;

(bb)

"Final Order" means the final order of the Court approving the Arrangement, as such
order may be amended or varied at any time prior to the Effective Time or, if appealed,
then, unless such appeal is withdrawn or denied, as affirmed or amended, with or without
variation, on appeal;

(cc)

"Governmental Authority" means any: (a) multinational, federal, provincial, territorial,
state, regional, municipal, local or other government, governmental or public department,
court, tribunal, commission, board or agency, domestic or foreign; or (b) regulatory
authority, including any securities commission or stock exchange;

(dd)

“Holdco Common Share” means a Class “A” Common Shares of Holdco as constituted
on the date hereof; and

(a)

"Hydrovac Assets" means the assets comprised within the Empire Business to be
transferred to Tornado pursuant to the Plan of Arrangement and to be more specifically set
forth in a Bill of Sale Agreement to be entered into by Empire and Tornado;

(b)

"Hydrovac Liabilities" means the liabilities comprised within the Empire Business to be
assumed by Tornado pursuant to the Plan of Arrangement and to be more specifically set
forth in a Bill of Sale Agreement to be entered into by Empire and Tornado;

(c)

"Interim Order" means the interim order of the Court concerning the Arrangement
containing declarations and directions with respect to the Arrangement and the holding of
the Empire Meeting, as such order may be amended or varied by the Court; “holder”
means, when used with reference to any securities of Empire, the holder of such securities
shown from time to time in the central securities register maintained by or on behalf of
Empire in respect of such securities;

(d)

“Iron Works” means Empire Iron Works Ltd., a wholly-owned subsidiary of Empire;

(e)

“Letter of Transmittal” means the letter of transmittal accompanying the Circular sent to
Empire Shareholders for purposes of receiving the New Empire Common Shares and the
Tornado Class “A” Shares in exchange for their Empire Common Shares;

(f)

“Liens” means any mortgage, hypothec, prior claim, lien, pledge, assignment for security,
security interest, option, right of first offer or first refusal or other charge or encumbrance
of any kind and adverse claim;

(g)

“Notice of Dissent” means a notice of dissent duly and validly given by a registered holder
of Empire Common Shares exercising Dissent Rights as contemplated in the Interim Order
and as described in Article 4;

(h)

"Person" means and includes an individual, limited or general partnership, limited liability
company, limited liability partnership, trust, joint venture, association, body corporate,
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unlimited liability corporation, trustee, executor, administrator, legal representative,
government (including any Governmental Authority) or any other entity, whether or not
having legal status;
(i)

“Plan of Arrangement” means this plan of arrangement under the ABCA, as such plan of
arrangement may be amended or supplemented from time to time;

(j)

“Registrar” means the Registrar of Corporations for the Province of Alberta appointed
under Section 263 of the ABCA;

(k)

“Tax Act” means the Income Tax Act (Canada) R.S.C. 1985, c. 1 (5th Supp.) as amended,
including the regulations promulgated thereunder;

(l)

“Tornado” means Tornado Global Hydrovacs Ltd., a corporation incorporated under the
laws of Alberta;

(m)

“Tornado Common Shares” means the common shares in the capital of Tornado as
constituted on the date hereof; and

(n)

“Tornado Class “A” Shares” means the Class “A” common shares in the capital of
Tornado as constituted on the date hereof.

Any capitalized terms used but not defined herein will have the meaning ascribed to such terms in the
Arrangement Agreement. In addition, words and phrases used herein and defined in the ABCA and
not otherwise defined herein or in the Arrangement Agreement will have the same meaning herein as
in the ABCA unless the context otherwise clearly requires.
1.2

Interpretation Not Affected by Headings, etc.

The division of this Plan of Arrangement into Articles, Sections, paragraphs and other portions and
the insertion of headings are for convenience of reference only and do not affect the construction or
interpretation of this Plan of Arrangement. The terms “hereof”, “hereunder” and similar expressions
refer to this Plan of Arrangement and not to any particular Article, Section or other portion hereof.
Unless something in the subject matter or context is inconsistent therewith, references herein to
Articles and Section are to Articles and Sections of this Plan of Arrangement.
1.3

Number and Gender

In this Plan of Arrangement, unless the context otherwise clearly requires, words used herein
importing the singular include the plural and vice versa and words imparting any gender will include
all genders.
1.4

Date of Any Action

If any date on which any action is required to be taken hereunder by a Party is not a Business Day,
such action will be required to be taken on the next day which is a Business Day.
1.5

Governing Law

This Plan of Arrangement will be governed by, and construed in accordance with, the laws of the
Province of Alberta and the federal laws of Canada applicable therein.
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1.6

Time

Time will be of the essence in every matter or action contemplated hereunder. All times expressed
herein or in the Letter of Transmittal are Calgary time unless otherwise stipulated herein or therein.
1.7

Currency

Unless otherwise stated, all references in this Plan of Arrangement to sums of money are expressed
in lawful money of Canada and “$” refers to Canadian dollars.
Article 2
EFFECT OF THE ARRANGEMENT
2.1

Arrangement Agreement

This Plan of Arrangement is made pursuant to, is subject to the provisions of, and forms a part of the
Arrangement Agreement.
2.2

Binding Effect

This Plan of Arrangement, upon the filing of the Articles of Arrangement and other documents as
required by the ABCA with the Registrar and the issuance of the Certificate, will become effective at
the Effective Time and will be binding upon Tornado, Empire, the Empire Securityholders, the
Depositary and all other Persons as and from the Effective Time, without any further act or formality
required on the part of any Person except as expressly provided herein.
2.3

Arrangement in its Entirety

The Articles of Arrangement and the Certificate will be filed and issued, respectively, with respect to
the Arrangement in its entirety. The Certificate will be conclusive evidence that the Arrangement has
become effective and that each of the provisions of Section 3.1 has become effective in the sequence
and at the time set out herein.
Article 3
ARRANGEMENT
3.1

The Arrangement

At the Effective Time, each of the events set out below will occur and be deemed to occur in the
following sequence, in each case without any further authorization, act or formality of or by Empire,
Tornado, Holdco or any other Person except as otherwise provided herein.
(a)

(i)

each Dissenting Security held by a Dissenting Securityholder who is ultimately
determined to be entitled to be paid the fair value of the Dissenting Securities in
respect of which such Dissenting Securityholder has exercised Dissent Rights will be
and will be deemed to be transferred by the holder thereof to Empire (free and clear
of any Liens) and such Dissenting Securityholder will cease to be the holder thereof
or to have any rights as a holder in respect of such Dissenting Security other than the
right to be paid the fair value of such Dissenting Security determined and payable in
accordance with Section 4.2 and each Dissenting Securityholder’s name will be
removed as the holder of such Empire Common Shares from the register of Empire
Shareholders maintained by or on behalf of Empire or Empire Options from the
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register of Empire Optionholders maintained by or on behalf of Empire, as the case
may be; and
(ii)

at the same time as the step in Section 3.1(a)(i) occurs, legal and beneficial title to
each such Dissenting Security will vest in Empire and Empire will be and will be
deemed to be the transferee and legal and beneficial owner of such Dissenting
Security (free and clear of any Liens) and will be entered in the registers of Empire
Shareholders and Empire Optionholders as the sole holder thereof and immediately
thereafter will be and will be deemed to be cancelled;

(b)

Tornado will purchase all of the outstanding Holdco Common Shares from Empire for cash
consideration in the amount of $1.00 and Empire shall cease to be a registered or beneficial
holder of the Holdco Common Shares and its name shall be removed from the securities
register maintained by or on behalf of Holdco in respect of the Holdco Common Shares.

(c)

The stated capital of the Holdco Common Shares will be reduced to $1.00 without payment.

(d)

Holdco will be wound-up into Tornado, and in furtherance thereof, all of the assets of Holdco
will be transferred to Tornado and all of the liabilities and obligations of Holdco will be
assumed by Tornado.

(e)

In the course of a reorganization of the capital of Empire, the articles of incorporation of
Empire will be amended to:

(f)

(i)

add a class of common shares designated as the “Class “A” Common Shares”
having the rights, privileges, restrictions and conditions set forth in Exhibit A,
attached to and forming part of this Plan of Arrangement (the “New Empire
Common Shares”);

(ii)

add a class of preferred shares designated as the “Special Preferred Shares”
having the rights, privileges, restrictions and conditions set forth in Exhibit B,
attached to and forming part of this Plan of Arrangement (the “Empire
Preferred Shares”);

(iii)

redesignate the Empire Common Shares such that (A) dividends payable on
the Empire Common Shares shall be subject to the rights of the holders of
Empire Special Shares and the existing class of preferred shares of Empire,
and (B) the rights on liquidation, dissolution or wind-up shall be subject to
the rights of the holders of New Empire Common Shares and Empire
Preferred Shares and that the Empire Common Shares will share rateably with
the New Empire Common Shares; and

(iv)

redesignate the existing class of preferred shares of Empire such that holders
of each series will have preference over holders of Empire Common Shares
and New Empire Common Shares in respect of the payment of dividends and
the distribution of assets.

In the course of a reorganization of the capital of Empire, each Empire Shareholder who is
not a Dissenting Securityholder, will transfer each of its Empire Common Shares to Empire
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for fair market value consideration consisting of the issuance by Empire to each Empire
Shareholder of one-quarter (1/4) of a New Empire Common Share and one-eighth (1/8) of an
Empire Preferred Share. The stated capital of the New Empire Common Shares and the
Empire Preferred Shares will be set at $NIL in each case.
(g)

Each Empire Common Share will be cancelled and each shareholder shall cease to be a
registered or beneficial holder of the Empire Common Shares and the name of such holder
shall be removed from the securities register maintained by or on behalf of Empire in respect
of the Empire Common Shares.

(h)

Each Empire Shareholder who is not a Dissenting Securityholder will be added to the
securities register maintained by or on behalf of Empire in respect of the New Empire
Common Shares as the legal and beneficial owner of the number of New Empire Common
Shares so held following the transfer in Section 3.1(f).

(i)

Each Empire Shareholder who is not a Dissenting Securityholder will be added to the
securities register maintained by or on behalf of Empire in respect of the Empire Preferred
Shares as the legal and beneficial owner of the number of Empire Preferred Shares so held
following the transfer in Section 3.1(f).

(j)

Each Empire Shareholder who is not a Dissenting Securityholder will transfer each of its
Empire Preferred Shares to Tornado in exchange for fair market value consideration
consisting of the issuance of a non-interest-bearing promissory note (each a “Tornado
Note”) with a principal amount equal to the Share Redemption Price of such share (as
defined in Exhibit B). Each Tornado Note will be issued to and in the name of Empire,
which will hold and deal with such note under the Plan of Arrangement as bare trustee on
behalf of the Empire Shareholder.

(k)

Empire will redeem all of the outstanding Empire Preferred Shares for the Aggregate
Redemption Price (as defined in Exhibit B) and as payment will issue to Tornado a noninterest-bearing demand promissory note (“Redemption Note”) with a principal amount
equal to such Aggregate Redemption Price.

(l)

Each Empire Preferred Share shall be cancelled and Tornado shall cease to be a registered or
beneficial holder of the Empire Preferred Shares and its name shall be removed from the
securities register maintained by or on behalf of Empire in respect of the Empire Preferred
Shares.

(m) Each Empire Shareholder who is not a Dissenting Securityholder will transfer each Tornado
Note to Tornado in exchange for fair market value consideration consisting of one Tornado
Class “A” Share. The stated capital of the Tornado Class “A” Shares will be set at an amount
equal to aggregate principal amounts of the Tornado Notes.
(n)

Tornado will purchase all of the outstanding Tornado Common Shares from Empire for cash
consideration in the amount of $1.00.

(o)

Each Tornado Common Share shall be cancelled and Empire shall cease to be a registered or
beneficial holder of the Tornado Common Shares and its name shall be removed from the
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securities register maintained by or on behalf of Tornado in respect of the Tornado Common
Shares.
(p)

Iron Works will transfer all of the Hydrovac Assets to Tornado for fair market value
consideration consisting of: (i) the assumption by Tornado of the Hydrovac Liabilities;
(ii) the issuance of a promissory note (“Purchase Note #1”) with a principal amount
determined based on the following formula:
A+B–C–D–E
where:
A

is the book value at the Effective Time of the following current assets to be
transferred to Tornado under the Arrangement: accounts receivable; inventory; and
prepaid expenses and other assets;

B

is the book value at the Effective Time of the following non-current assets to be
transferred to Tornado under the Arrangement: net property, plant and equipment;
and net intangible assets;

C

is the book value at the Effective Time of the following current liabilities to be
assumed by Tornado under the Arrangement: accounts payable and accrued
liabilities; and current portion of finance leases;

D

is the book value at the Effective Time of the following non-current liabilities to be
assumed by Tornado under the Arrangement: finance leases; and

E

is $3,500,000,

(iii) the issuance of a non-interest-bearing demand promissory note (“Purchase Note #2”)
with a principal amount equal to the Aggregate Redemption Price (as defined in Exhibit B).
(q)

Iron Works will transfer Purchase Note #1 and Purchase Note #2 to Empire for fair market
value consideration consisting of the issuance by Empire to Iron Works of a non-interest
bearing demand promissory note (“Empire Internal Note”) with a principal amount equal to
the aggregate principal amount of the transferred notes.

(r)

Tornado and Empire will set-off Purchase Note #2 against the Redemption Note, in full
payment and satisfaction of all amounts owing under each note, and immediately thereafter
such notes will be cancelled.

(s)

The articles of incorporation of Empire will be further amended to remove: (i) the authorized
class of shares designated as the “Special Preferred Shares”; and (ii) the authorized class of
shares designated as the “Common Shares”.

(t)

The Empire Option Plan and each of the agreements entered into by Empire and an Empire
Optionholder will be deemed to be amended to provide that upon the exercise of any Empire
Option, the Empire Optionholder will acquire New Empire Common Shares.
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Article 4
DISSENT RIGHTS
4.1

Rights of Dissent

Each Empire Securityholder may exercise rights of dissent pursuant to and in the manner set forth in
the ABCA, as modified by the Interim Order and this Section 4.1 in connection with the
Arrangement, provided that notwithstanding Section 193(5) of the ABCA, the written objection to
the Arrangement Resolution contemplated by Section 193(5) of the ABCA must be sent to and
received by Empire by 4:00 p.m. (Calgary time) on the fifth (5th ) Business Day immediately prior to
the date of the Empire Meeting (“Dissent Rights”).
4.2

Effect of Exercising Dissent Rights

Each Dissenting Securityholder who exercises Dissent Rights and who:
(a)

(b)

is ultimately entitled to be paid fair value for such Dissenting Securityholder’s Empire
Common Shares shall:
(i)

be deemed as of the Effective Time to have irrevocably transferred such
Empire Securities in respect of which the Dissenting Securityholder exercised
Dissent Rights to Empire for cancellation immediately prior to the Effective
Time as set out in Section 3.1; and

(ii)

be entitled as of the Effective Time to be paid by Empire the fair value of
such Empire Common Shares or Empire Options, as the case may be, in
respect of which the Dissenting Shareholder exercised Dissent Rights,
determined as of the close of business on the day before the Final Order is
made; or

is ultimately not entitled, for any reason, to be paid fair value for such Dissenting
Securityholder’s Empire Common Shares or Empire Options, as the case may be, shall be
deemed to have participated in the Arrangement with respect to such Empire Common
Shares, as of the Effective Time, on the same basis as an Empire Shareholder who did not
exercise Dissent Rights.
Article 5
CERTIFICATES

5.1

Payments of Consideration

Following the Effective Time and upon return of a letter of transmittal enclosing the Empire
Common Shares of an Empire Shareholder, Empire and Tornado shall deliver to each Empire
Shareholder at the most recent address of such holder on the securities register maintained by or on
behalf of Empire in respect of the New Empire Common Shares a share certificate representing the
aggregate number of New Empire Common Shares and Tornado Class “A” Shares to which such
holder is entitled pursuant to Section 3.1.
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5.2

Fractional Shares

No fractional New Empire Common Shares or Tornado Class “A” Shares will be issued in
connection with the Arrangement. In the event that a former Empire Shareholder would otherwise be
entitled to a fractional New Empire Common Share or Tornado Class “A” Share hereunder, the
number of New Empire Common Share or Tornado Class “A” Shares, as the case may be, issued to
such Empire Shareholder will be rounded up to the next whole number of New Empire Common
Share or Tornado Class “A” Shares, as the case may be, if the fractional entitlement is equal to or
greater than 0.5 and will, without any additional compensation, be rounded down to the next whole
number of New Empire Common Share or Tornado Class “A” Shares, as the case may be, if the
fractional entitlement is less than 0.5. In calculating such fractional interests, all New Empire
Common Shares or Tornado Class “A” Shares, as the case may be, registered in the name of or
beneficially held by such Empire Shareholder or his/her/its nominee will be aggregated.
5.3

Transfer Free and Clear

Any transfer or exchange of securities pursuant to this Plan of Arrangement will be free and clear of
any Liens.
Article 6
AMENDMENTS
6.1

Amendments to Plan of Arrangement

(a)

Empire and Tornado reserve the right to amend, modify and/or supplement this Plan of
Arrangement at any time and from time to time prior to the Effective Time, provided that
any amendment, modification or supplement must be: (i) set out in writing; (ii) filed with
the Court and, if made following the Empire Meeting, approved by the Court; and
(iii) communicated to the Empire Shareholders if and as required by the Court.

(b)

Any amendment, modification or supplement to this Plan of Arrangement may be proposed
by Empire and Tornado at any time prior to or at the Empire Meeting with or without any
other prior notice or communication and, if so proposed and accepted, in the manner
contemplated and to the extent required by the Arrangement Agreement, by the Persons
voting at the Empire Meeting (other than as may be required under the Interim Order), will
become part of this Plan of Arrangement for all purposes.

(c)

Any amendment, modification or supplement to this Plan of Arrangement that is approved
or directed by the Court following the Empire Meeting will be effective only if such
amendment, modification or supplement: (i) is consented to by each of Empire and
Tornado (each acting reasonably); and (ii) if required by the Court or applicable law, is
consented to by Empire Shareholders voting in the manner directed by the Court.

(d)

This Plan of Arrangement may be amended, modified or supplemented following the
Effective Time unilaterally by Tornado, provided that it concerns a matter that, in the
reasonable opinion of Tornado, is of an administrative nature required to better give effect
to the implementation of this Plan of Arrangement and is not adverse to the economic
interest of any Empire Shareholder.
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Article 7
FURTHER ASSURANCES
Notwithstanding that the transactions and events set out herein will occur and be deemed to occur in
the order set out in this Plan of Arrangement without any further act or formality, each of Empire and
Tornado will make, do and execute, or cause to be made, done and executed, any such further acts,
deeds, agreements, transfers, assurances, instruments or documents as may reasonably be required by
any of them in order to further document or evidence any of the transactions or events set out herein.
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EXHIBIT A
Rights, Privileges, Restrictions and Conditions of New Empire Common Shares

1.

The Class “A” Common Shares, as a class, shall have the following rights, privileges,
restrictions and conditions:
(a)

Voting: The holders of the Class “A” Common Shares without nominal or par value
shall be entitled to receive notice of and to attend all meetings of the shareholders of
the Corporation and to one vote in respect of each Class “A” Common Share without
nominal or par value held at all such meetings.

(b)

Dividends: Subject to the rights of the holders of the Special Preferred Shares, the
Preferred Shares and any other class of shares ranking senior to the Class “A”
Common Shares, the holders of the Class “A” Common Shares without nominal or
par value shall be entitled to receive and participate rateably in any dividends
declared by the board of directors of the Corporation on such shares.

(c)

Liquidation, Dissolution or Winding-Up: Subject to the rights of the holders of the
Special Preferred Shares, the Preferred Shares and any other class of shares ranking
senior to the Class “A” Common Shares, in the event of the liquidation, dissolution or
winding up of the Corporation or other distribution of the assets of the Corporation
among its shareholders for the purposes of winding up its affairs, the holders of the
Class “A” Common Shares without nominal or par value shall:
(i)

participate rateably with all holders of Class “A” Common Shares in the
distribution of the assets of the Corporation to the extent of the stated capital
of the Class “A” Common Shares in priority to the holders of any outstanding
Common Shares; and

(ii)

participate rateably with all holders of Class “A” Common Shares in the
distribution of any remaining assets of the Corporation.
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EXHIBIT B
Rights, Privileges, Restrictions and Conditions of Empire Preferred Shares
1.

The Special Preferred Shares, as a class, shall have the following rights, privileges,
restrictions and conditions:
(a)

Defined Terms: For the purposes of the Special Preferred Shares, all capitalized
terms which are not otherwise defined herein shall have the meaning ascribed to such
terms in the arrangement agreement and the schedules attached thereto (together the
“Arrangement Agreement”) dated the 17th day of May, 2016 among the
Corporation, Tornado and Holdco.

(b)

Issuance: The Special Preferred Shares may only be issued once.

(c)

Redemption: Each Special Preferred Share will be redeemable at any time at the
option of the Corporation at a redemption price (“Share Redemption Price”) that is
equal to the amount (“Aggregate Redemption Price”) divided by the number of
Special Preferred Shares first issued where:
Aggregate Redemption Price = (A/B) – A
where,
A =

The amount that is the Canadian dollar equivalent, at the Effective Time, of
the aggregate net funds received from Excellence Raise Overseas Limited in
exchange for the issuance of subscription receipts to acquire shares of Holdco
pursuant to the Holdco Subscription Agreements; and

B =

0.455.

(d)

Retraction: Each Special Preferred Share will be retractable at any time at the option
of the holder thereof for an amount equal to the Share Redemption Price;

(e)

Dividends: The holder of a Special Preferred Share will be entitled to dividends as
and when declared by the directors of the Corporation in their discretion at an amount
not to exceed 10% per annum of the Share Redemption Price;

(f)

Ranking of Special Preferred Shares: The holder of a Special Preferred Share will be
entitled, upon liquidation, dissolution or winding-up of the Corporation, to a
distribution in priority to all other classes of shares of the Corporation of any amount
equal to the Share Redemption Price of that share to the extent the value of property
available for payment to shareholders liquidation, dissolution or winding-up, and no
other amount; and

(g)

Non-Voting: The holder of a Special Preferred Share will not be entitled to vote at
meetings of the shareholders of the Corporation, other than as provided under the
applicable corporate law.
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NOTICE TO READERS
This Appendix B contains a description of Empire and its business and operations. This Appendix B should
be read together with the other information contained or incorporated by reference in the Circular to which
this Appendix B is attached. See also in the Circular, “Information Circular – Introduction” and “Information
Circular – Forward-Looking Statements”.
All capitalized terms used in this Appendix B and not defined herein have the meanings given to them in the
Circular.
CORPORATE STRUCTURE
Name, Address and Incorporation
Empire was incorporated under the ABCA on January 14, 2005 under the name of “Ryjencap Inc.”. On June 16,
2006, the Corporation changed its name to “Empire Industries Ltd.”.
The address for the head office of the Corporation is 717 Jarvis Avenue, Winnipeg, Manitoba, R2W 3B4. The
Corporation’s registered and records office is located at Third Floor, 14505 Bannister Road S.E., Calgary, Alberta,
T2X 3J3. The address for the Corporation’s website is www.empind.com.
Intercorporate Relationships

GENERAL DEVELOPMENT OF THE BUSINESS
Overview of the Business
Empire is the parent holding company of a diversified group of entities with three operating segments as follows:
Media‐Based Attractions

Design and manufacture complex ride systems, telescopes and custom machinery
and equipment. Turn key supplier of premium entertainment attractions and
provider of parts and service of amusement park attractions. Leased production
and engineering facilities in Port Coquitlam, BC. Leased sales offices in Orlando,
FL, Arlington, TX and Toronto, ON.
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Manufactured Products

Manufacture hydrovac trucks for excavation service providers to the oil and gas
industry and the municipal market. Leased production facility is in Stettler, AB
and a sales office located in Calgary, AB.

Steel Fabrication Services

Structural steel fabrication and installation. Fabrication of tanks, pressure vessels
and other specialty carbon and stainless steel products. One owned production
facility west of Edmonton, AB and a leased sales office in Edmonton, AB as well
as a leased production facility in Winnipeg, MB.

In addition to these wholly owned operating segments, Empire holds significant equity interests in two business
enterprises both aligned with the Empire’s Steel Fabrication Services segment:
Athabasca Chipewyan Empire
(“ACE”) Industrial Services Ltd.
(49% voting interest)

Steel fabrication and installation, machining, multi‐trade industrial construction
and maintenance services, primarily serving the oil sands market. Facilities are
in Fort McMurray, AB. This is a strategic alliance between the ACDEN
(formerly the Athabasca Chipewyan First Nation Business Group) and Empire
Industries Ltd.

Dongguan Qiguang Dynamic
Steel Structures, Ltd. (“QDS”)
(45% voting interest)

Fabrication and installation of complex structural steel projects in China through
a Company owned 55% by Guangdong Qiguang Steel Structures Co. Ltd. and
45% by Empire Industries Ltd. The Company operates out of a leased facility in
the Guangdong Province.

Three Year History
2013
•

Empire closed a private placement of 60,000,000 common shares at a price of $0.05 per share for gross
proceeds of $3.0 million. The net proceeds were used to retire Empire’s long‐term debt with the balance
used for general working capital purposes. Included in the issuance were 30,000,000 warrants with a
five (5) year life and an exercise price of $0.05 for the first year and $0.10 for the remaining four (4) years
thereafter.

•

Empire finalized new, increased credit facilities with CIBC. These facilities include an operating revolving
line of credit with a limit of $10,000,000 collateralized by receivables and inventory and a $3,500,000 term
loan secured by the property plant and equipment of Empire. These new facilities replaced the facilities that
Empire had with Canadian Western Bank.

•

Empire issued 12.2 million stock options to employees, officers and directors of Empire on December 10,
2013 at an exercise price of $0.09 per share.

•

Empire settled a subordinated note payable in the amount of $678,000 for a cash payment of $375,000
resulting in a gain on settlement of $303,000.

•

Empire’s Media‐based Attractions segment continued to grow.
o

secured a contract valued in excess of $30 million for a major theme park in the United States.

o

Empire’s Media‐based Attractions segment announced the award of a contract in China in excess
of $18 million with a Global Leader in Amusement Parks and Resorts.

o

Empire’s Media‐based Attractions segment also announced the award of a contract in China in
excess of $9 million with an Asian Leader in Amusement Parks and Resorts. This contract
signaled the successful commercialization of a new proprietary product for the segment.

2014
•

Empire successfully negotiated an increase to its revolving credit facilities with the Canadian Imperial
Bank of Commerce to $15 million from $10 million.
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•

On July 10, 2014, the exercise price of 27.7 million unexercised warrants increased to $0.10 from $0.05, in
accordance with their terms, bringing the exercise price of all unexercised warrants to $0.10.

•

On July 31, 2014, Empire obtained a further increase in its performance security guarantee facility with
Export Development Canada to $10 million from $7 million.

•

Media Based Attractions segment continued to grow:

•

o

On October 28, 2014, Empire announced the successful award of a media-based attraction contract
in South Korea valued at approximately $8 million USD.

o

On December 2, 2014, Empire announced the successful award of two media-based attractions in
China and the United States valued at $17 million USD in aggregate.

o

Empire’s Media-Based Attractions segment announced the award of contracts totaling $25 million
in the United Arab Emirates. The contracts included the successful commercialization of a new
proprietary product for the segment.

Empire’s Steel Fabrication Services segment secured contracts totaling $22 million in the Alberta region.
The segment completed much of work associated with these contracts over the course of the 2014 fiscal
year.

2015
•

On June 30, the Minister of Industry for Canada announced that Empire’s Dynamic Structures business unit
will receive up to $70 million to build the precision-steel enclosure of the Thirty Meter Telescope (TMT),
the world's largest earth-based telescope, which Canada has agreed to provide as an in-kind contribution
towards its share of the TMT.

•

The Media Based Attractions segment continued to grow:
o

On March 2, 2015 and March 4, 2015, Empire announced the award of three (3) contracts totaling
$66 million USD. Two contracts totaling $42 million have been awarded for two (2) of Empire’s
proprietary Media-based Attractions from a major theme park in South Asia. The third award
totaling $24 million USD to supply one of its proprietary robotic track rides to a major theme park
in the United Arab Emirates.

o

On May 20, the Media-Based Attractions business unit announced it has been awarded a contract
valued in excess of US$24 million to supply one of its proprietary attractions to a major theme
park in south Asia. This contract award comes from the same client that purchased two other
attractions which were announced by Empire on March 4, 2015.

NARRATIVE DESCRIPTION OF THE BUSINESS
General Description
Empire conducts its business through three (3) operating segments:
Products, and Steel Fabrication & Erection services.
Media Based Attractions
Applicable Subsidiaries & Divisions
• Dynamic Attractions Ltd.
• Dynamic Attractions Inc.
• Dynamic Structures (division of Empire Iron Works Ltd.)
• Dynamic Optics Inc.
• QDS (45% equity investment)
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Media Based Attractions, Manufactured

The primary products and services of the Media Based Attractions segment are:
•
•
•
•
•

design and manufacture complex ride systems
design and manufacture of observatory telescopes and telescope enclosures
custom specialty engineered machinery and equipment
Turnkey supplier of premium entertainment attractions
parts and service of amusement park attractions

The products and services provided by this segment are highly engineered and customized. The segment’s
engineering department has eighty (80) employees, many of whom have Ph.D’s in mechanical and structural
engineering.
The segment has developed its own product line of proprietary products, and has applied for patent protection of
many elements of these products around the world. This product line includes:
•

•

•

Theatre Products
o

Flying Theatres: Entire theatres, typically in 84-, 72-, or 39-seat configurations, are rotated from
horizontal into vertical positions, putting each rider directly in front of a panoramic screen that
fills the field of vision. Additional synchronized motion and special effects give great flexibility
to the story developers who make the movies for these theatres.

o

Immersive Transports: These train-car style attractions are surrounded on all sides by
panoramic screens and audio-visual effects.

o

Gyro Simulator: This product is under development and will broaden our theatre product line.

Iconic Dark Rides
o

SFX Indoor Coasters: Technically advanced rollercoaster dark rides, combining media-based,
special effects and audio and visual experiences with advanced proprietary coaster motion
techniques, such as Tilt & Drop switches, Side Slides, Elevator Drops, Tumble Tables, etc.

o

Robotic Arm Dark Rides: Either track-mounted or stationary robot arms combined with mediabased audio visual equipment and interactive options. These attractions allow for the greatest
magnitude of movement for the story developers.

o

Trackless Ride Vehicles: These automatically guided vehicles are nimble, can move forward,
sideways, and turn on a dime. Because they are trackless, the vehicles do not need to all follow
the same path through the attraction, allowing riders to have a different experience each time they
ride the attraction. Interactive options are available.

Outdoor Coaster Products
o

Onboard Drive Racing Vehicle: This is a new genre of coaster products that varies from the
existing “train” of vehicles with off-board drive systems.

The segment has recently launched a new product offering known as Unlimited AttractionsTM which offers our
customers a much broader range of the products and services (show elements) that transform a ride into a true media
based attraction. These services include story concept, lighting, scenery, media, special effects, etc. The Unlimited
Services are being targeted to differentiate our line-up of Iconic Dark Rides and Theatre Products.
In addition to its own proprietary products, the segment works with the top tier of global theme park operators,
helping them develop, design, and manufacture their own custom rides (tailored design attractions). Typically, these
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customers have their own design and development departments, and own or provide the licensed intellectual
property that is used for the theming of the attractions.
This segment operates in a global environment, with customers in the United States, China, Hong Kong, Macau,
Malaysia, Korea, United Arab Emirates, France, Japan, and others. Similarly, it sources its key components from
global sources. Audio visual equipment comes from suppliers in Europe and the United States, control systems are
sourced from Canada and the United States. Structural steel such as ride track is typically fabricated internally,
either at the Dynamic Structures facility in Port Coquitlam, BC, or at the Qiguang Dynamic Steel Structures facility
in Guangdong, China.
The economic environment for this segment varies by geography. In North America and Europe, the theme park
industry is mature. As such, most of the market for such attractions is based on expansion of existing theme parks,
and renewal/refreshing of older rides within existing theme parks. These customers tend to buy attractions one at a
time, sequentially. In Asia and the Middle East, there is much more activity in the construction of brand new theme
parks. This gives rise to customers who buy more attractions, often several at once. Both in North America and
globally, there is a growing market for stand-alone attractions (i.e. that are not associated with a theme park.) These
attractions are typically owned by developers or owners of family entertainment centres.
Because of the proprietary nature of our products, competition is not strictly price based. Customers typically make
a preliminary decision on the type of attraction desired and the overall budget, and then invite several companies
who sell that type of ride to propose an attraction. The purchase decision is then based on a number of factors, such
as scope of the overall attraction being offered by each competitor, the technical features of each competitor’s
attraction, price, delivery schedule, warranty, after-sales service, etc. There is rarely an “apples to apples”
comparison among the competitors’ offerings.
The technology in this segment evolves quickly. As such, there is a significant research and development
component to the segment in order to remain on the cutting edge. The trend is for new attractions to become more
interactive, including elements of virtual reality and augmented reality, connected to media based dark ride
technologies and more conventional motion-based technologies.
This segment also includes the design and manufacture of observatory telescopes and telescope enclosures, as well
as other custom specialty engineered machinery and equipment. The design and manufacturing processes for these
projects are similar to the complex ride systems that are one of the segment’s core products. Observatory telescopes
and enclosures are very specialized work, and only a few are built every few years worldwide. Dynamic Structures
has particular expertise in the field, having participated in the design/construction of half of the world’s largest
observatory telescopes. Recently, the Minister of Industry announced that Dynamic Structures would be building
the enclosure for the Thirty Meter Telescope for up to $70 million. This will be the world’s largest observatory
telescope when complete. The timing of design and construction is uncertain.
Manufactured Products
Applicable Subsidiaries & Divisions
•

Petrofield Industries

This is the business segment proposed to be transferred to Tornado as part of the Arrangement. This segment
designs, manufactures and sells truck-mounted hydrovac excavation equipment in North America. Hydrovacs use
high pressure water to excavate, and then vacuum up the resulting mud into its tank. Hydrovac excavation is a
valuable excavation technique, in large part because it can safely excavate around underground utilities such as gas
lines without damaging them. As such, this equipment is frequently used in the oil and gas production industry, the
pipeline industry, and by municipalities to safely expose underground utilities for repair.
Petrofield Industries Inc. (“Petrofield”) acquired the assets and business of Tornado Technologies Inc. in 2007.
Tornado Technologies Inc. was a developer of technologies including, amongst others, hydrovac trucks. The
acquisition combined Petrofield’s manufacturing ability and Tornado Technologies’ technology and assisted Empire
in the growth of the hydrovac business of Petrofield. Empire purchased Petrofield in 2008 and subsequently sold
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most of Petrofield’s assets in 2009 however, retained the hydrovac assets. Currently, Petrofield has approximately
fifty (50) employees. Its manufacturing facility is located in Stettler, Alberta, and it has a sales and administration
office in Calgary, Alberta. It also has sales representatives based in Ontario and southern US.
Historically, the segment’s primary market has been western Canada’s oil and gas industries. Its flagship product is
the Tornado F4, which is an industrial sized unit.
To mitigate against the economic fluctuation of the oil and gas industry, the segment has developed a smaller
Tornado F2, which is more suitable for municipal markets. The municipal market provides a less volatile market for
the hydrovac product, as demand for the hydrovac trucks is less sensitive to the price of oil. The segment has also
increased its sales efforts in the United States, where the low Canadian dollar gives it a competitive cost advantage
over US manufacturers.
Petrofield has developed proprietary technologies for its truck-mounted hydrovac equipment. It has applied for
patent protection in Canada and the US for certain technological innovations. It is also developing new products
based on the hydrovac technology, both truck-mounted and non-truck-mounted.
Competitors are other manufacturers, based in the US and Canada. There are no overseas competitors in the North
American market. The need for the equipment to be installed on North American chassis serves as a significant
barrier to entry to overseas firms. The cost of shipping North American chassis overseas and back makes that
business model uncompetitive, even for low cost overseas manufacturers.
Steel Fabrication & Erection Services
Applicable Subsidiaries & Divisions
•
•
•
•

Empire Iron Works
Parr Metal Fabricators
Athabasca Chipewyan Empire Industrial Services Ltd. (ACE) (49% equity investment)
Qiguang Dongguan Dynamic Steel Structures Co. Ltd. (QDS) (45% equity investment)

This segment’s main product offering is the fabrication and erection of industrial, commercial and infrastructure
(ICI) structural steel. The steel in the industrial and infrastructure markets is heavier and more complex than the
commercial market. The complexity of the products and services as well as the significant capital requirements are
barriers to entry that reduce competition from smaller competitors. The segment also fabricates plate steel, pressure
vessels, and tanks through its Parr Metal Fabricators division.
This is a mature industry, and while there are many technical certifications necessary to produce the products to the
specifications required by the customers, these skills and certifications are widely available. Although there is a
trend towards increasing automation in the fabrication side of the industry, these are incremental in nature, and
Empire does not believe there are many significant new product offerings on the horizon in the industry.
The segment has been developing a cost advantage over its competitors by seeking to import fabricated structural
steel from China through Empire’s joint venture, QDS. If successful, it is expected that Empire Iron Works may
gain a pricing advantage which may increase its market share through more competitive pricing and, lower costs
thereby improving its profitability.
The segment, including the two minority equity investments in ACE and QDS, has approximately two hundred
(200) employees, although the number can vary significantly with the volume of work, given the project-based
nature of the business.
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FINANCIAL INFORMATION
Financial Statements
Included as Schedule D to this Appendix B are the audited consolidated financial statements of Empire and its
subsidiaries, which comprise the consolidated statements of financial position as at December 31, 2015 and
December 31, 2014, and the consolidated statements of comprehensive income, changes in shareholders’ equity and
cash flows for the years then ended (the “Empire Annual Financial Statements”).
Management’s Discussion and Analysis
Included as Schedule E to this Appendix B is Management’s Discussion and Analysis of Empire for the years ended
December 31, 2015 and 2014 (the “Annual MD&A”). It includes financial information from, and should be read in
conjunction with, the Empire Annual Financial Statements, which are attached as Schedule D to this Appendix B, as
well as the disclosure contained throughout this Appendix B and the Circular.
POST-ARRANGMENT INTEREST IN TORNADO
Pursuant to the Arrangement, Empire will transfer the Transferred Assets and Transferred Liabilities to Tornado in
consideration of the Empire Shareholders receiving Tornado Class “A” Shares representing 100% of the issued and
outstanding Tornado Class “A” Shares upon completion of the Arrangement and approximately 54.5% of the
Tornado Class “A” Shares upon exchange of the Subscription Receipts for Tornado Class “A” Shares, see
“Available Funds” in Appendix C to this Circular.
In addition to the issuance of the Tornado Class “A” Shares to Empire Shareholders, Empire will provide a
subordinated loan (the “Empire Loan”) to Tornado in a principal amount determined based on the following
formula:
A+B–C–D–E
where:
A

is the book value at the Effective Time of the following current assets to be transferred to Tornado
under the Arrangement: accounts receivable; inventory; and prepaid expenses and other assets;

B

is the book value at the Effective Time of the following non-current assets to be transferred to
Tornado under the Arrangement: net property, plant and equipment; and net intangible assets;

C

is the book value at the Effective Time of the following current liabilities to be assumed by
Tornado under the Arrangement: accounts payable and accrued liabilities; and current portion of
finance leases;

D

is the book value at the Effective Time of the following non-current liabilities to be assumed by
Tornado under the Arrangement: finance leases; and

E

is $3,500,000.

If the transaction had closed on December 31, 2015 as described in the Pro Forma Consolidated Statement of
Financial Position included as Schedule C to Appendix C of the Circular, the amount of Purchase Note #1 would
have been $3,554,000.
The Empire Loan will bear interest at a rate of 2.7% per annum, payable annually for a term of seven (7) years.
Principal on the Empire Loan will be payable in an amount of $20,000 per month for the first five (5) years of the
term with lump sum payments of approximately $900,000 payable on the sixth (6th) and seventh (7th) anniversaries
of the closing of the Arrangement. The Empire Loan will be secured by all personal property of Tornado and
subordinated to Tornado’s principal lender (if any) and convertible into Tornado Class “A” Shares under certain
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conditions including but not limited to, a default of the terms of the Empire Loan that has not been remedied within
sixty (60) days and the approval of the TSXV. The conversion price of the Empire Loan will be equal to the volume
weighted average trading price of the Tornado Class “A” Shares for the thirty (30) days ending on the fifth (5th)
trading day preceding conversion.
Upon completion of the Arrangement, Empire will be Tornado’s largest creditor.
RISK FACTORS
There are a number of risks and uncertainties that may have a material and adverse impact on the future operating
and financial performance of Empire and could cause Empire’s business objectives and strategies, operating and
financial performance and results to differ materially from the estimates described in the forward-looking statements
relating to Empire in the Circular and in this Appendix B. These include risks related to any form of business and
specific risks related to the business of Empire. These risk factors are described below.
In addition to these risk factors, Empire Shareholders should consider the risk factors relating to the Arrangement
described in the Circular under “Risk Factors” as well as the other risk factors applicable to Empire’s business that
are described under the heading “Risks and Uncertainties” included in the Annual MD&A.
Operating Results
Empire’s mix of businesses typically require significant financial resources, and there is no assurance that future
revenues will be sufficient to generate the funds required to continue Empire’s business development and marketing
activities. In certain markets, Empire competes with local, regional, national and international companies for work.
With the experience of Empire’s operating subsidiaries, management believes it has developed systems, policies,
and procedures to mitigate this risk.
Design Risk
As the Media Based Attractions segment is on the cutting edge of attraction design, there is the risk that new
attractions will not perform as designed. This may result in significant costs to re-design and modify attractions
after they have been manufactured and installed to bring them into conformity with contractual performance
specifications, or it may result in contractual penalties including rejection of the attraction by the customer. Empire
mitigates against these risks by ensuring it has multiple technical solutions to cutting edge engineering issues, so if
the preferred solution does not function as intended, there are still alternatives.
Project Performance
Most of Empire’s sales contracts are fixed-price contracts, often resulting from competitive bids. When bidding on a
project, Empire estimates its costs, including projected increases in the costs of labour, materials and services.
Despite these estimates, actual costs could vary from the estimated amounts. These variations could adversely affect
Empire’s business. Any inability of Empire’s subsidiaries to execute customer projects in accordance with
requirements, including adherence to completion timetables, may have a material adverse effect on Empire’s
business, operations and prospects.
Empire recognizes revenue using the percentage of completion accounting method, based on costs incurred as
compared to projected costs. Estimated losses on contracts are immediately recognized. Revenue estimates are based
on management assumptions supported by historical experience. There can be no assurance that these estimates
made during the contract execution phase will not vary from the actual results measured at the completion of the
contract.
Cost of Raw Materials and Components
The principal cost of raw material is structural steel and other steel products. These supply and pricing arrangements
are negotiated directly with steel manufacturers or steel supply companies that buy and warehouse steel products.
Where appropriate, Empire will endeavour to include an escalation clause for material costs in jobs being tendered
in the industrial, commercial and institutional sector in each contract. In the absence of an escalation clause, Empire
mitigates its risk, to the extent possible, through contracted buying arrangements or limitations on the length of time
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that bids can remain outstanding prior to acceptance. In the circumstance of volatility in the commodity price of
steel, unexpected increases in steel prices which are not hedged by escalation clauses or similar means, may
negatively impact margins on a particular job and therefore Empire’s future results of operations or financial
position.
Other significant components include audio visual equipment such as screens and projectors, motion control
equipment and software, robot arm equipment, launch equipment. Empire mitigates the risk of cost escalation in
these components by means of long-term strategic alliances with suppliers, by procurement policies and procedures
designed to ensure that there are multiple suppliers available and that specific components are contracted for on a
fixed price basis. However, the cutting edge nature of the work being undertaken in the Media Based Attractions
segment means that there is still risk that the components will ultimately cost more than originally estimated on any
particular project.
Liquidity Requirements
Empire requires significant amounts of working capital in order to be able to operate. Empire’s contracts are
primarily based upon firm prices and billing is generally performed on a milestone basis. Projects often involve
changes or requests for extra work and although Empire endeavors to bill promptly for this extra work, any delay in
issuing change orders can impact cash flows. Contracts typically allow for the customer to withhold between
5% and 10% of Empire’s total billings until the completion of the project. As a consequence, larger and longer-term
projects can greatly increase capitalization requirements for working capital.
Empire’s ability to obtain additional capital is a significant factor in achieving its strategy of expansion in the mediabased attractions industry. There can be no assurance that the current working capital of Empire will be sufficient to
enable it to implement all of its objectives. Furthermore, the current state of the world’s financial markets may limit
Empire’s ability to access credit in the event that it identifies a potential acquisition or some other business
opportunity that would require a significant investment in resources. There can be no assurance that if and when
Empire seeks equity or debt financing, it will be able to obtain the required funding on favourable commercial
terms, or at all. Any such future financing may also result in additional dilution to existing shareholders.
Empire requires sufficient financing to fund its operations. Failure to obtain financing on a timely basis could cause
missed acquisition opportunities, delays in expansion and may also impact ongoing operations.
Foreign Exchange Risk
Rapid currency fluctuations can have a significant impact on un-hedged non-Canadian dollar denominated projects.
The Media Based Attractions segment in particular sells in foreign currency, mostly US dollars. Similarly, many of
the raw material and component inputs are purchased in US dollars. Where possible, the net exposure from these
projects have been hedged with forward contracts to sell US dollars.
Global Economic Environment
The current economic downturn has demonstrated that businesses and industries throughout the world are very
tightly connected to each other. Thus, events seemingly unrelated to Empire may adversely affect Empire over the
course of time. For example, a credit contraction in financial markets, combined with reduced economic activity,
may adversely affect theme park operators, developers, general contractors, and other businesses that collectively
constitute a significant portion of Empire’s customer base. As a result, these customers may need to reduce their
purchases of Empire’s products or services, or Empire may experience greater difficulty in receiving payment for
the products or services that these customers purchase from Empire. Any of these events, or any other events caused
by turmoil in world financial markets, may have a material adverse effect on Empire’s business, operating results,
and financial condition.
Credit Risk
Credit risk arises from the possibility that customers may experience financial difficulty and be unable to fulfill their
commitments to Empire. Notwithstanding Empire’s current credit policies and practices, there can be no assurance
that customers will remain able to fulfill their commitments to Empire which may have an adverse effect on
Empire’s financial performance.
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Bonding Capacity
Some customers require performance bonds underwritten by insurance providers, or irrevocable letters of credit as a
condition of contract award. However, there can be no assurance that Empire will be able to obtain such bonds or
letters of credit in the quantity required to maintain or increase its level of activity.
Reliance on Key Personnel
The business activities of Empire involve a certain degree of risk that even a combination of experience, knowledge
and diligence may not be able to overcome. Shareholders must rely on the ability, expertise, judgment, direction and
integrity of the management of Empire. Success will be dependent on the services of a number of key personnel,
including its executive officers and other key employees, the loss of any one of whom could have an adverse effect
on its operations and business prospects. Empire feels that by being a publicly traded company it will have more
flexibility than its private competitors to implement attractive incentive plans for key employees to attract and retain
the necessary employees.
Competitive Market
Empire’s approach to competitive risk is to develop strong relationships with clients, increase the breadth of services
offered and to broaden our geographic coverage to enhance service and competitiveness.
Due to the competitive nature of the business, Empire must compete on price and quality of service. A significant
portion of Empire’s business is to provide a contracted scope of work to clients on a fixed price or unit price basis.
There can be no assurance that the fixed price commitment adequately recovers the full cost of providing the
contracted scope of work. Nor can there be any assurance that the contracted scope of work is so clear as to prevent
disagreements over the interpretation of what has been contracted for. Management is of the view that Empire’s
experience in the industry provides it with the necessary expertise to resolve disputes that may arise in a manner that
is satisfactory to Empire’s overall requirements.
Interest Rate Risk
Fluctuations in interest rates will affect that portion of Empire’s debt that is subject to variable interest rates, and
will also affect the prices for other financial instruments. Such fluctuations could have an adverse effect on Empire’s
financial performance.
Non-residential Construction Activity in Western Canada
Particularly in the Steel Fabrication Services and Manufactured Products segments, the demand for Empire’s
products and services tends to fluctuate directly with non-residential construction activity in Western Canada.
A decline in the demand for these products and services can occur if deteriorating economic conditions reduce nonresidential capital expenditures which would have an adverse effect on Empire’s business, results of operations, and
financial condition.
Empire’s business in these segments is primarily influenced by the overall level of capital spending in the mining
and oil and gas industries in Western Canada. Lower commodity prices results in lower corporate profits which
provides less available funds for spending on capital projects. Empire’s activity level is therefore dependent in part
on oil and gas prices and commodity prices.
Labour Relations
The employment of skilled tradespersons in the field and shops is subject to multi-year, collective agreements with a
variety of unions. The increasing shortage of skilled tradespersons is increasing the wage expectations and
concessions of all fabricators and manufacturers, especially those companies that provide their services closest to the
active markets, such as Alberta. Empire has three (3) non-union shops, and two (2) unionized shops that are subject
to their own collective agreements and several different collective agreements relating to the field erection business.
Empire is at risk if there are labour disruptions relating to any of these collective agreements.
Management feels the staggered expiration dates and independence of each collective agreement mitigates the issue
of work stoppage that may arise at any one location.
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Acquisitions
Empire may seek to expand its business through acquisitions and may divest underperforming or non-core
businesses. Empire’s success depends, in part, upon management’s ability to identify such acquisition and
divestiture opportunities and to negotiate favourable contractual terms. Empire’s ability to successfully integrate
acquisitions into its operations could affect Empire’s financial results.
Empire assesses the “labour/capital” trade-off that is associated with the increased usage of software to enhance
employee productivity and increase profitability. Management has historically invested in prudent capital
expenditures designed to mitigate the increasing cost of labour and the historically tight supply of skilled
tradespersons. To the extent that Empire is unable to continue to invest in technological advancements designed to
enhance its competitive cost structure, it may have an adverse effect on Empire’s operations.
Environment/Regulatory
Environmental legislation is evolving in a manner expected to result in stricter standards and enforcement, larger
fines and liability and potentially increased capital expenditures and operating costs. No assurance can be given that
environmental laws will not result in an increase in the costs of Empire’s activities or otherwise adversely affect
Empire’s financial condition, results of operations or prospects.
Empire maintains insurance consistent with industry practice to protect against losses due to sudden and accidental
environmental contamination, accidental destruction of assets, and other operating accidents or disruption. Empire
also has operational and emergency response procedures, and safety and environmental programs in place to reduce
potential loss exposure. Empire believes that it is in substantial compliance, in all material respects, with all current
environmental legislation and is taking such steps as it believes are prudent to ensure that compliance will be
maintained.
DIVIDENDS OR DISTRIBUTIONS
Empire has not declared or paid any dividends on the Empire Shares to date. Any decision to declare dividends on
the Empire Shares or the New Empire Common Shares in the future will be made by the Board on the basis of the
earnings, financial requirements and other conditions existing at such time. Management of Empire does not expect
to declare or pay dividends in the foreseeable future.
DESCRIPTION OF CAPITAL STRUCTURE
Prior to the Plan of Arrangement, Empire’s authorized share capital consists of an unlimited number of Empire
Shares and an unlimited number of Preferred Shares. As of May 20, 2016, there were approximately 259,336,473
million Empire Shares and no Preferred Shares issued and outstanding.
Empire Shares
The holders of Empire Shares are entitled to receive notice of and to attend, and to cast one vote for each Empire
Share held by them at, all meetings of the shareholders of the Corporation. Subject to the rights of the holders of
Preferred Shares, the holders of the Empire Shares are entitled to: (i) receive on a pro rata basis such dividends of
the Board may from time to time declare; and (ii) in the event of the voluntary or involuntary liquidation, dissolution
or winding up of the Corporation, the holders of the Empire Shares will be entitled to receive on a pro rata basis all
of the assets of the Corporation remaining after payment of all of the Corporation’s liabilities.
Preferred Shares
Preferred Shares may be issued in one or more series. Our Board may determine the designation, rights, privileges,
restrictions and conditions attached to each series of Preferred Share before the issue of such series. Holders of
Preferred Shares are entitled to preference over the Empire Shares.
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PRIOR SALES
Previous Purchases and Sales
The following table sets out information regarding all Empire Shares, and all securities that are convertible or
exchangeable into Empire Shares, purchased or sold by Empire during the 12-month period prior to the date hereof:

Type of Security

Transaction
Type

Number of
Securities

Price
($)

Date

Empire Options

Granted

100,000

$0.08

February 18, 2016

Empire Options

Granted

2,250,000

$0.125

May 26, 2015

Previous Distributions
The following table sets forth information regarding the distributions of Empire Shares during the five (5) years
prior to the date hereof:
Transaction Type

Number of
Empire
Shares

Aggregate
Gross
Proceeds ($)

Price
($)

Date

Private Placement

42,000,000

2,100,000

0.05

May 31, 2011

Private Placement

20,000,000

1,000,000

0.05

Dec 8, 2011

Private Placement

60,000,000

3,000,000

0.05

July 10, 2013

Warrant exercises

1,300,000

65,000

0.05

February 14, 2014

Warrant exercises

1,000,000

50,000

0.05

May 26, 2014

Option exercises

300,000

27,000

0.09

August 12, 2014

Convertible
Debenture conversion

400,000

40,000

0.10

October 2, 2014

Warrant exercises

300,000

30,000

0.10

December 2, 2014

Warrant exercises

150,000

15,000

0.10

December 11, 2014

Option exercises

300,000

27,000

0.09

December 11, 2014

Share cancellation

(3,173)

(1,745)

(0.55)

December 23, 2014

Warrant exercises

1,000,000

100,000

0.10

December 23, 2014

Warrant exercises

250,000

25,000

0.10

December 29, 2014

Option exercises

200,000

18,000

0.09

May 6, 2015

Option exercises

400,000

36,000

0.09

May 13, 2015
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Convertible
Debenture conversion

500,000

50,000

0.10

May 13, 2015

Trading Price and Volume
The Empire Shares are currently listed and posted for trading on the TSXV under the trading symbol “EIL”. On
May 20, 2016, the closing price of the Empire Shares on the TSXV was $0.105.
The following table sets forth the reported high, low and close prices and the volume of trading of the Empire Shares
on the TSXV during the 12-month period prior to May 20, 2016:
Share Price Trading Range ($)
High
Low
Close

Month

2016
May 1 – May 20
April
March
February
January
2015
December
November
October
September
August
July
June
May

Trading Volume

0.11
0.105
0.115
0.090
0.080

0.09
0.09
0.085
0.075
0.065

0.105
0.095
0.105
0.085
0.070

1,538,535
1,584,727
2,702,445
1,423,286
1,526,240

0.080
0.090
0.085
0.090
0.115
0.135
0.130
0.150

0.070
0.060
0.065
0.065
0.085
0.095
0.115
0.110

0.080
0.080
0.075
0.075
0.090
0.120
0.115
0.130

2,170,945
5,217,300
2,984,930
4,128,526
1,014,464
2,385,917
1,391,321
3,270,149

DESCRIPTION OF SECURITIES TO BE DISTRIBUTED
Pursuant to the Arrangement, each Empire Share will be exchanged for one-quarter (1/4) of a New Empire Common
Share and the Empire Shares will be cancelled. Empire is expected to issue 64,834,118 New Empire Common
Shares in exchange for Empire Shares under the Arrangement. Immediately after giving effect to the Arrangement
and assuming that no Empire Options, Empire Warrants or Empire Convertible Debentures are exercised or
converted, it is expected that there will be 64,834,118 New Empire Common Shares issued and outstanding and no
Empire Preferred Shares issued and outstanding.
The terms of the New Empire Common Shares following completion of the Arrangement will be identical the terms
of Empire Shares prior to completion of the Arrangement with the exception that the New Empire Common Shares
will have a preference to the Empire Shares with respect to the right to receive the remaining property of Empire on
the liquidation, dissolution or winding up of Empire, whether voluntary or involuntary. The holders of New Empire
Common Shares will be entitled to: (i) vote at all meetings of Empire Shareholders, except meetings at which only
holders of a specified class of shares are entitled to vote; (ii) receive, subject to the rights of the holders of another
class of shares, any dividend declared by Empire; and (iii) receive, subject to the rights of the holders of another
class of shares, the remaining property of Empire on the liquidation, dissolution or winding up of Empire, whether
voluntary or involuntary.
See “Description of Securities Distributed” in Appendix C to the Circular for a description of the Tornado Class “A”
Shares to be distributed under the Arrangement.
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CONSOLIDATED CAPITALIZATION

Outstanding Securities
The following table sets forth the number and percentage of New Empire Common Shares expected to be issued and
outstanding or reserved for issuance immediately after giving effect to the Arrangement, on a fully-diluted basis:
Number of New Empire
Common Shares

Percentage of Total

New Empire Common Shares expected to be issued
under the Arrangement in exchange for Empire Shares

64,318,830

82.43%

New Empire Common Shares reserved for issuance
under issued and outstanding Empire Options

5,680,000

7.22%

New Empire Common Shares reserved for issuance
under issued and outstanding Empire Warrants

6,925,000

8.80%

New Empire Common Shares reserved for issuance
under issued and outstanding Empire Convertible
Debentures

1,212,500

1.54%

Total

78,651,618

100%

Description

Consolidated Capitalization
Other than as disclosed in the Circular and in this Appendix B, there have been no material changes in the share
capital of Empire on a consolidated basis since December 31, 2015, the date of the Empire Annual Financial
Statements. No material change in Empire’s consolidated capitalization will result from the issuance of the New
Empire Common Shares under the Arrangement.
OPTIONS AND OTHER RIGHTS TO PURCHASE SECURITIES
The Empire Board has adopted the Empire Option Plan which is further described below under “Empire Option
Plan”. Empire has also issued the Empire Warrants and Empire Convertible Debentures. See “Treatment of Certain
Securities Issued by Empire” in the Circular.
ESCROWED SECURITIES
As of the date hereof, no securities of any class of Empire are held in escrow or are subject to a contractual
restriction on transfer, other than under the Arrangement Agreement. Other than as discussed below, no securities of
any class of Empire are expected to be held in escrow or subject to a contractual restriction on transfer following
completion of the Arrangement.
DIRECTORS AND OFFICERS
Directors
The following individuals presently serve as directors of Empire:
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Name, Municipality of
Residence and Date First
Became a Director

Principal Occupation during past five (5) years

Ian Macdonald(1,2)
Toronto, Ontario
June 16, 2010

Independent Chairman of Empire Industries Ltd. He has been Managing Director
of Tricapital Management Limited since 1986. Tricapital is a merchant bank that
raises capital for mid-sized private and public companies. Since 2003, he has been
Chairman of Quadrant Cosmetics Corporation, Canada’s largest independent
distributor of prestige fragrances and cosmetics. He has also served as VP Finance
and Treasurer of Bacardi International Limited, and as a member of the Strategic
Planning Advice unit of Currie Coopers & Lybrand, Management Consultants. Ian
is a Chartered Accountant and holds an MBA from Queen’s University.

Guy Nelson(1)
Toronto, Ontario
June 15, 2006

Chief Executive Officer and President of Empire Industries Ltd. Chairman of
Empire Iron since 1997. Chairman of Better Work Place Inc. from Sept. 2001 to
present. Guy holds an MBA from the Ivey Business School and a B.Comm from
University of Alberta.

Robert Marshall(2,3)
Calgary, Alberta
Nov. 30, 2007

President of RGM Engineering Ltd. and Director/co-owner of RAIMS International
Inc., a Safety & Remote Medical Services company focused on providing services
to the oil & gas and industrial construction sectors in western Canada and the
Arctic. Robert is a professional engineer (BSc. CE; M.Eng.).

Terence Quinn(1,2,3)
Oakville, Ontario
June 16, 2010

Principal of Quinn Consulting, a mergers and acquisitions consulting practice
focusing on industrial services and construction businesses in the western Canada
oil and gas basin. Previously, he has been General Manager of Delta Catalytic
Corporation, President of Tru-Way Group, General Manager and Partner of
National Construction Corporation. He sits on the board of directors of three
private industrial companies.

Chao Jian (Jane) Lin
Vancouver, BC
Dec 8, 2011

Jane is currently a principal at Callas Analytics, a design firm specializing at
software solutions for mobile platforms. Previously Jane was a technical analyst
with Accenture, a worldwide management consulting company. She has degrees
from Guangzhou University and the University of British Columbia.

Li-Ting (Jack) Chang
Vancouver, BC
July 10, 2013

Founder and managing partner of Canadian Resources Capital, a private investment
firm that is active in cross border businesses. Previously, he has been a portfolio
manager with UBS Bank (Canada) and a financial advisor with CIBC. Mr. Chang
is a Chartered Financial Analyst and a Financial Risk Manager.

Peter White-Robinson(3)
Victoria, BC
Sept 7, 2014

Founder of the Fitzroy Group of Companies in New Zealand, including Fitzroy
Engineering Group Ltd., which is New Zealand’s largest heavy engineering
company, and Babcock Fitzroy Ltd., a joint venture with Babcock (UK).
Mr White-Robinson is a Fellow of the Institute of Professional Engineers of New
Zealand, and he currently resides in Maple Ridge, BC.

Notes:
(1) Member of Audit Committee
(2) Member of Corporate Governance Committee
(3) Member of Health, Safety, Environment, Community Committee
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Executive Officers
Name and Municipality of
Residence

Guy Nelson
Toronto, Ontario

Office and Principal Occupation during past five (5) years

Chief Executive Officer and President
Chief Executive Officer and President of Empire Industries Ltd. Chairman of
Empire Iron since 1997. Chairman of Better Work Place Inc. from September 2001
to present. Guy holds an MBA from the Ivey Business School and a B.Comm from
University of Alberta.

Peter White-Robinson

Executive Vice President – Media-based Attractions
Founder of the Fitzroy Group of Companies in New Zealand, including Fitzroy
Engineering Group Ltd., which is New Zealand’s largest heavy engineering
company, and Babcock Fitzroy Ltd., a joint venture with Babcock (UK).
Mr. White-Robinson is a Fellow of the Institute of Professional Engineers of New
Zealand, and he currently resides in Maple Ridge, BC.

Allan Francis
Winnipeg, Manitoba

VP, Corporate Affairs and Administration
Allan joined Empire in 2006. He provides services to all the Empire subsidiary
companies, particularly in the general areas of risk management, commercial
management, acquisition due diligence and corporate governance. Prior to joining
Empire, Allan spent ten (10) years in the steel fabrication business with Dominion
Bridge and Canron in Toronto where he provided his expertise in all of the above
areas. He holds an MBA from the University of Western Ontario, and an LLB
from the University of Manitoba.

Michael Martin,
Winnipeg, Manitoba

Chief Financial Officer
Michael joined Empire in 2010 as Director of Finance and Corporate Controller,
after serving progressively senior accounting and finance positions at Ernst &
Young, and Epic Production Technologies. He was promoted to the role of Chief
Financial Officer of Empire Industries in May, 2012. He is a CPA (CA), and holds
a B.Comm from St. Mary’s University.

Bill Rollins
Calgary, Alberta

President – Petrofield Industries
President of the Petrofield Industries business unit of Empire Industries since 2007.
From 1995 to 2007, Chief Executive Officer of Tornado Technologies Inc. (TSXV:
TDO) and its predecessor companies.

Ye Zhou, P.Eng, Ph.D
Vancouver, British
Columbia

President – Dynamic Structures
President of Dynamic Structures since 2013. Previously Vice-President of AsiaPacific for Dynamic Structures since 2011. Prior to that, he had held a series of
progressively senior engineering positions with Dynamic Structures since 1997,
specializing in the design of large complex structural systems.
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As of December 31, 2015, the number of Empire Shares beneficially owned, or controlled or directed, directly or
indirectly, by the directors and executive officers of the Corporation is 48,803,155 being approximately 19% of the
issued and outstanding Empire Shares. In addition, the directors and executive officers of the Corporation hold,
directly or indirectly: (i) Options to purchase, in aggregate, 15,070,000 Empire Shares; (ii) Warrants to purchase, in
aggregate, 2,500,000 Empire Shares; and (iii) Convertible Debentures, which if converted, would result in the
issuance of 2,350,000 Empire Shares.
The term of the office of each director will expire at the next annual general meeting of the shareholders.
All executive officers of Empire are full time employees who have entered into non-competition or non-disclosure
agreements with Empire.
Conflicts of Interest
Prior to completion of the Arrangement, each of Messrs. Nelson, Francis and Martin are the directors and officers of
Tornado. Upon completion of the Arrangement, Messrs. Francis and Martin will resign and directors and officers of
Tornado. Mr. Nelson will resign as an officer but remain a director of Tornado.
Investors should be aware that some of our directors and executive officers are directors and officers of other private
and public companies. Some of these private and public companies may, from time to time, be involved in business
transactions which may create situations in which conflicts might arise. Any such conflicts shall be resolved in
accordance with the procedures and requirements of the relevant provisions of the ABCA, including the duty of such
directors and officers to act honestly and in good faith with a view to the best interest of Empire.
Cease Trade Orders
To the knowledge of management of Empire, no director or executive Officer of Empire is, or within the ten (10)
years before the date of this Circular has been, a director, chief executive officer or chief financial officer of any
issuer (including Empire) that:
(a)

was the subject of a cease trade or similar order or an order that denied the other issuer access to
any exemptions under Canadian securities legislation that lasted for a period of more than thirty
(30) consecutive days that was issued while the director or executive officer was acting in the
capacity as director, chief executive officer or chief financial officer; or

(b)

was subject to a cease trade order or similar order or an order that denied the relevant issuer access
to any exemption under securities legislation that lasted for a period of more than thirty (30)
consecutive days that was issued after the director or executive officer ceased to be a director,
chief executive or chief financial officer and which resulted from an event that occurred while the
director or executive officer was acting in the capacity as director, chief executive officer or chief
financial officer.

Bankruptcies and Insolvencies
To the knowledge of management of Empire, no director of Empire:
(a)

is, at the date of this Circular or has been within the ten (10) years before the date of this Circular,
a director or executive officer of any company that, while that person was acting in that capacity
or within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal
under any legislation relating to bankruptcy or insolvency or was subject to or instituted any
proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or
trustee appointed to hold its assets; or

(b)

has, within the ten (10) years before the date of this Circular, become bankrupt, made a proposal
under any legislation relating to bankruptcy or insolvency, or was subject to or instituted any
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proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or
trustee appointed to hold the assets of the director, officer or shareholder.
Penalties and Sanctions
No current director or executive officer or securityholder holding a sufficient number of securities of Empire to
affect materially the control of Empire has been subject to:
(a)

any penalties or sanctions imposed by a court relating to securities legislation or by a securities
regulatory authority or has entered into a settlement agreement with a securities regulatory
authority; or

(b)

any other penalties or sanctions imposed by a court or regulatory body that would likely be
considered important to a reasonable investor in making an investment decision.

EXECUTIVE COMPENSATION
Statement of Executive Compensation
For the purposes of this section, "NEO" or "Named Executive Officers" means the Chief Executive Officer
("CEO") and the Chief Financial Officer ("CFO") and the three other most highly compensated executive officers
of Empire and its subsidiaries, whose compensation, in the aggregate, exceeded $150,000 for the most recently
completed financial year.
Compensation Discussion and Analysis
The objectives of Empire’s compensation program are to attract, retain and motivate key employees, and to align
their interests with the interests of Empire Shareholders. The compensation program is designed to reward profit
performance (through the Incentive Bonus Program) and increases in shareholder value (through the Stock Option
based compensation). The Base Salary component is largely market driven.
The significant elements of compensation awarded to, earned by, paid to or payable to NEO’s for the most recently
completed financial year are: Base Salary, Incentive Bonus Program payments, and Stock Option based
compensation. The Corporate Governance Committee is comprised of some members of the Board of Directors and
serves as Empire’s Compensation Committee. The Corporate Governance Committee is comprised of Ian
MacDonald, Robert Marshall and Terence Quinn, each of whom is independent. Each member is and has been a
director of a number of private and public operating companies and has experience in evaluating executive
compensation. The Compensation Committee is responsible for evaluating Empire’s executive compensation and
reporting to the Board of Directors of the Corporation. The Corporate Governance Committee is further described
below under the heading “Corporate Governance”.
Empire has no formal policy regarding the allocation between Base Salary, Incentive Bonus Program payments,
Stock Option based compensation or other forms of compensation, but the Corporate Governance Committee will
consider and evaluate the total compensation package, including Base Salary, Incentive Bonus Program payments
and Stock Option based compensation received or to be received by a particular executive officer, and seek to ensure
that such total compensation package is fair, reasonable and competitive. In arriving at its compensation decisions,
the Corporate Governance Committee considers a number of factors, including the responsibilities and experience of
the individuals, the performance of the individuals with Empire, the overall performance of Empire and the longterm interest of Empire. The Corporate Governance Committee discusses their collective knowledge and
understanding of salaries paid to executive officers at companies that the members have personal knowledge of
however, no formal benchmark group of companies has been referenced. The Corporate Governance Committee has
not considered the implications of the risks associated with Empire’s compensation policies and practices.
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Directors and NEO’s are not formally prohibited from purchasing financial instruments designed to offset a decrease
in the value of the equity securities granted as compensation, however the Board has discussed the issue and
strongly discourages the practice. To the knowledge of the Board, no director or NEO has purchased such financial
instruments.
The Corporate Governance Committee recommends the CEO’s compensation package to the independent directors
for their approval. The independent directors have sole authority to determine the CEO’s compensation. The
Corporate Governance Committee makes these recommendations based on Empire’s performance and relative
shareholder returns, and the awards given to Empire’s past CEOs where relevant.
The Corporate Governance Committee also reviews the recommendations of the CEO concerning overall
compensation and other conditions of employment of executive management, including the other NEO’s, and, in the
Committee’s discretion, makes recommendations to the Board for their consideration. This includes review and
recommendation with respect to any incentive compensation plans and equity based plans such as Stock Option
grants. When recommending the Stock Option grants, consideration is given to the exercise price and the aggregate
number of Empire Shares which would be subject to Stock Options held by the individual after the grant under
consideration, the evaluation of the former, current and potential contribution of the individual to the success of
Empire and the relative position of the individual.
The 2015 CEO incentive plan provided for bonus payments from 0% to 60% of Base Salary, based on a number of
performance indicators, including Empire’s financial and operating performance as well as the achievement of
specific non-operational goals. $150,000 was awarded by independent Board members for the CEO’s 2015
performance, as shown in the Summary Compensation Table under Annual Incentive Plans.
The 2015 Executive incentive plan provides for bonus payments from 0% to 80% of Base Salary for other NEO’s.
The NEO plan is based on a number of performance indicators, including Empire’s overall financial performance,
specific financial performance in the NEO’s area of responsibility, safety record, working capital management, and
organic growth. The total awards for NEO’s under this plan was $349,835, as shown in the Summary Compensation
Table under Annual Incentive Plans.
The Corporation does not disclose the specific performance targets of the incentive plan, because disclosing them
would seriously prejudice the Corporation’s interests.
Summary Compensation Table
The following table sets forth the total compensation earned by the Named Executive Officers during fiscal years
2015, 2014 and 2013.

Name and
Principal
Position
Guy Nelson
CEO

Year
Ending
Dec, 31
2015
2014
2013

Michael
Martin
CFO
Peter WhiteRobinson6
EVP – Mediabased
Attractions

Non-Equity Incentive
Plan Compensation
LongAnnual
Term
Incentive
Incentive
Plans3
Plans
$150,000
Nil
$138,000
Nil
$200,000
Nil

Salary
$318,000
$300,000
$308,250

ShareBased
Awards1
Nil
Nil
Nil

OptionBased
Awards2
Nil
Nil
$162,638

2015
2014
2013

$188,400
$194,875
$192,000

Nil
Nil
Nil

Nil
Nil
$48,791

$29,000
$10,250
$38,000

2015
2014
2013

$256,667
$41,667
N/A

Nil
Nil
N/A

Nil
208,488
N/A

$82,860
$35,000
N/A
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Pension
Value4
Nil
Nil
Nil

All Other
Compensation
10,724
10,707
10,707

Total
Compensation
$478,724
$448,707
$681,695

Nil
Nil
Nil

Nil
Nil
Nil

$22,648
$10,430
$9,388

$240,048
$215,555
$288,179

Nil
Nil
N/A

Nil
Nil
N/A

$26,348
$54,097
N/A

$359,208
$339,252
N/A

Ye Zhou
President –
Dynamic
Structures
Allan Francis
Vice
President of
Corporate
Affairs

2015
2014
2013

$211,667
$203,333
$187,500

Nil
Nil
Nil

Nil
Nil
$53,264

56,975
$50,000
$75,000

Nil
Nil
Nil

Nil
Nil
Nil

$27,787
$23,547
$22,493

$296,762
$276,880
$334,007

2015
2014
2013

$208,250
$202,250
$198,000

Nil
Nil
Nil

Nil
Nil
$48,791

$31,000
$25,500
$33,500

Nil
Nil
Nil

Nil
Nil
Nil

$9,265
$9,265
$9,265

$248,515
$237,015
$289,553

Notes:
1.
2.

3.
4.
5.

6.

Empire does not have a share-based awards plan.
Option-based awards amounts do not represent cash received. They represent the theoretical value ascribed to options
granted to the officers on the date of the grant. This value is determined using the Black-Scholes model, with the following
assumptions for the 2013 option grants:
a. Volatility: 149%
b. Risk-free interest rates: 1.71%
c. Expected life: 4.8 years
All grants were made with exercise prices equal to or above the market price at the time of grant. As at December 31, 2015,
none of the options granted were in-the-money.
The amounts set forth in this column are the cash bonuses earned by the Named Executive Officers.
The Corporation does not have a pension plan.
All other compensation is composed primarily of vehicle allowances or leases, and RRSP matching plans. In the case of
Peter White-Robinson, the 2014 figure also includes a $50,000 signing bonus. In the case of Michael Martin, the 2015
figure also includes a mortgage interest benefit of $11,699.
Peter White-Robinson was an independent director from September 17, 2014, when he was first appointed to the Board,
until November 1, 2014 when he became a member of the executive management team and therefore a non-independent
director. While serving as an independent director, he received a one-time director fee payment of $37,500 for serving as
Risk Committee Chair. This amount has not been included in the table above, as it was not paid in his capacity as a member
of executive management.

Incentive Plan Awards
OUTSTANDING SHARE-BASED AWARDS AND OPTION-BASED AWARDS
The following table sets out the information in respect of all share-based awards and option-based awards
outstanding at the end of the fiscal year ended December 31, 2015 to the Named Executive Officers.
Share-Based Awards

Option-Based Awards

Name

Guy Nelson

Number of
Securities
Underlying
Unexercised
Options

Option
Exercise
Price

#

$

2,000,000

0.10

2,000,000

0.09

Market or
Payout
Value of
Vested
ShareBased
Awards
Not Paid
Out or
Distribute
d

Value of
Unexercised
In-the-Money
Options1

Number of
Shares or
Units that
have not
Vested

Market or
Payout
Value of
ShareBased
Awards
that have
not Vested

$

#

$

$

3-May-16

Nil

Nil

Nil

Nil

10-Dec-18

Nil

Nil

Nil

Nil

Option
Expiration
Date
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Share-Based Awards

Option-Based Awards

Name

Michael Martin

Peter White
Robinson
Ye Zhou

Allan Francis

Market or
Payout
Value of
Vested
ShareBased
Awards
Not Paid
Out or
Distribute
d

Value of
Unexercised
In-the-Money
Options1

Number of
Shares or
Units that
have not
Vested

Market or
Payout
Value of
ShareBased
Awards
that have
not Vested

$

#

$

$

3-May-16

Nil

Nil

Nil

Nil

0.09

10-Dec-18

Nil

Nil

Nil

Nil

2,500,000

0.10

16-Oct-19

Nil

Nil

Nil

Nil

545,000

0.10

3-May-16

Nil

Nil

Nil

Nil

655,000

0.09

10-Dec-18

Nil

Nil

Nil

Nil

400,000

0.10

3-May-16

Nil

Nil

Nil

Nil

600,000

0.09

10-Dec-18

Nil

Nil

Nil

Nil

Number of
Securities
Underlying
Unexercised
Options

Option
Exercise
Price

#

$

400,000

0.10

600,000

Option
Expiration
Date

Note:
1. The closing market price on December 31, 2015 on the TSXV was $0.08.

VALUE VESTED OR UNEARNED

Option-Based Awards – Value
Vested During the Year1

Share-Based Awards – Value
Vested During the Year2

Non-Equity Incentive Plan
Compensation Plan – Value
Earned During the Year

$

$

$

Guy Nelson

Nil

Nil

150,000

Michael Martin

Nil

Nil

29,000

Peter WhiteRobinson

Nil

Nil

82,860

Ye Zhou

Nil

Nil

56,975

Allan Francis

Nil

Nil

31,000

Name

Notes:
1. Outlines the net benefit the Named Executive Officer would have received had the Named Executive Officer exercised on
the date of vesting.
2. Empire does not have a share-based awards plan.
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Defined Benefit or Actuarial Plan Disclosure
Empire does not have a defined benefit or actuarial plan.

Termination and Change of Control Benefits
Except as disclosed herein, Empire does not have any compensatory plan or arrangement in respect of compensation
received or that may be received by the Named Executive Officers in Empire’s most recently completed or current
financial year to compensate such executive officer in the event of the termination of employment or in the event of
a change in control.
Guy Nelson has an employment contract which, if terminated without cause by Empire, provides for a termination
payment equal to two (2) years of current salary, plus two times the average annual bonus in the preceding two (2)
years. If there is a “change of control”, as defined by the TSXV policies, Mr. Nelson has a ninety (90) day option to
treat the change of control as a termination without cause by Empire. If these provisions had been triggered on the
last business day of the most recently completed financial year, it would have resulted in a payment of
approximately $968,000.
Mike Martin has an employment contract which, if terminated without cause by Empire, provides for a termination
payment equal to one (1) year of current salary, plus the average annual bonus in the preceding two (2) years.
If there is a “change of control”, as defined by TSXV policies, Mr. Martin has a ninety (90) day option to treat the
change of control as a termination without cause by Empire. If these provisions had been triggered on the last
business day of the most recently completed financial year, it would have resulted in a payment of approximately
$228,000.
Peter White-Robinson has an employment contract which, if terminated without cause by Empire, provides for a
termination payment equal to three (3) months of current salary plus the average annual bonus in the preceding two
(2) years. If these provisions had been triggered on the last business day of the most recently completed financial
year, it would have resulted in a payment of approximately $105,000.
Ye Zhou has an employment contract which, if terminated without cause by Empire, provides for a termination
payment equal to one (1) year of current salary. If these provisions had been triggered on the last business day of the
most recently completed financial year, it would have resulted in a payment of approximately $212,000.
Allan Francis has an employment contract which, if terminated without cause by Empire, provides for a termination
payment equal to one (1) year of current salary, plus the average annual bonus in the preceding two (2) years.
If there is a “change of control”, as defined by TSXV policies, Mr. Francis has a ninety (90) day option to treat the
change of control as a termination without cause by Empire. If these provisions had been triggered on the last
business day of the most recently completed financial year, it would have resulted in a payment of approximately
$238,000.

Compensation to Directors
The following table sets out all amounts of compensation provided to the directors of Empire for the fiscal year
ended December 31, 2015:

Fees
Earned
$

ShareBased
Awards2
$

OptionBased
Awards3
$

Non-Equity
Incentive Plan
Compensation
$

Pension
Value4
$

All Other
Compensation
$

Total
$

Robert Marshall

$25,725

Nil

Nil

Nil

Nil

Nil

$25,725

Ian Macdonald

$59,043

Nil

Nil

Nil

Nil

Nil

$59,043

Terence Quinn

$149,895

Nil

Nil

Nil

Nil

Nil

$149,895

Name 1
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Fees
Earned
$

ShareBased
Awards2
$

OptionBased
Awards3
$

Non-Equity
Incentive Plan
Compensation
$

Pension
Value4
$

All Other
Compensation
$

Total
$

Robert Marshall

$25,725

Nil

Nil

Nil

Nil

Nil

$25,725

Jane Lin

$15,000

Nil

Nil

Nil

Nil

Nil

$15,000

Jack Chang

$15,000

Nil

Nil

Nil

Nil

Nil

$15,000

Name 1

Notes:
1. Guy Nelson and Peter White Robinson are directors who are members of management and do not receive compensation for
providing services as a director.
2. Empire does not have a share-based awards plan.
3. Option-based awards amounts do not represent cash received. They represent the theoretical value ascribed to options
granted to the officers on the date of the grant. This value is determined using the Black-Scholes model. No option based
awards were granted to directors in 2015. All grants were made with exercise prices equal to the market price at the time of
grant. As at December 31, 2015, none of the options granted were in-the-money.
4. Empire does not have a pension plan.

Non-management directors of the Corporation receive the following compensation:

EIL Non-management director compensation

Annual
Retainer

Non-management director retainer

$10,000

Non-executive chairman retainer

$5,000

Audit Committee Chairman retainer

$15,000

Governance Committee Chair retainer

$5,000

HSEC Committee Chair retainer

$5,000

Committee member retainer (non-chair)

$2,500

ACE Board Directorship retainer

$60,000

China JV Board Directorship retainer

$24,000

Executive Committee retainer

$15,000

Meeting Fees

EIL Board Meeting held in North America, attended in person

$1,000

EIL Board Meeting held outside North America, attended in person

$5,000

EIL Board Meeting, attended by conference call

$300

EIL Committee Meeting, attended in person

$500

EIL Committee Meeting, attended by conference call

$300

EIL Ad Hoc Services, attended in person

$2,000

Trips outside of North America (non-Board Meeting) at the request of the CEO

$1,200/day

Expenses: reasonable business expenses actually incurred in the conduct of director duties will be reimbursed
upon presentation of receipts.
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Empire has a formalized Stock Option Plan for the granting of incentive stock options to the directors, officers, key
employees and consultants. The purpose of granting options pursuant to the Stock Option Plan is to assist Empire in
compensating, attracting, retaining and motivating the directors, officers, key employees and consultants of Empire
and to closely align the personal interests of such persons to that of the shareholders. Details regarding Empire’s
current Stock Option Plan are set out below under the heading “Empire Stock Option Plan”.
OUTSTANDING SHARE-BASED AWARDS AND OPTION-BASED AWARDS
The following table sets out the information in respect of all share-based awards and option-based awards
outstanding at the end of the fiscal year ended December 31, 2015 to the independent directors.
Share-Based Awards2

Option-Based Awards

Market or
Payout
Value of
Vested
Share-Based
Awards Not
Paid Out or
Distributed

Value of
Unexercised
In-theMoney
Options1

Number of
Shares or
Units that
have not
Vested

Market or
Payout Value
of ShareBased
Awards that
have not
Vested

$

#

$

$

10-Dec-18
31-Aug-17
3-May-16

Nil
Nil
Nil

Nil

Nil

Nil

0.09
0.10
0.10

10-Dec-18
31-Aug-17
3-May-16

Nil
Nil
Nil

Nil

Nil

Nil

600,000
250,000
310,000

0.09
0.10
0.10

10-Dec-18
31-Aug-17
3-May-16

Nil
Nil
Nil

Nil

Nil

Nil

Jane Lin

300,000

0.09

10-Dec-18

Nil

Nil

Nil

Nil

Jack Chang

300,000

0.09

10-Dec-18

Nil

Nil

Nil

Nil

Name

Robert Marshall

Ian Macdonald

Terence Quinn

Number of
Securities
Underlying
Unexercised
Options

Option
Exercise
Price

#

$

300,000
350,000
365,000

0.09
0.10
0.10

300,000
550,000
745,000

Option
Expiration
Date

Notes:
1. The closing market price on December 31, 2015 on the TSXV was $0.08.
2. Empire does not have a share-based awards plan.

VALUE VESTED OR EARNED DURING THE YEAR
Option-Based Awards –
Value Vested During the
Year ($) 1

Share-Based Awards –
Value Vested During the
Year ($) 2

Non-Equity Incentive Plan
Compensation Plan – Value
Earned During the Year ($)

Robert Marshall

Nil

Nil

Nil

Ian Macdonald

Nil

Nil

Nil

Terence Quinn

Nil

Nil

Nil

Jane Lin

Nil

Nil

Nil

Jack Chang

Nil

Nil

Nil

Name

Notes:
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1.
2.

Outlines the net benefit the Director would have received had the Director exercised on the date of vesting.
Empire does not have a share-based awards plan.

Empire Stock Option Plan
The Empire Stock Option Plan was last approved by the Empire Shareholders on September 23, 2015. A copy of
the Plan is attached as Schedule B to the Corporation’s Management Information Circular dated July 11, 2013 and
filed on SEDAR at www.sedar.com on July 22, 2013. The Plan is incorporated herein by reference.
Empire Options granted pursuant to the Empire Stock Option Plan will not exceed a term of ten (10) years and are
granted at an option price and on other terms which the directors determine is necessary to achieve the goal of the
Empire Stock Option Plan and in accordance with regulatory policies. The option price shall not be less than the
market price of the stock.
The number of Empire Shares allocated to the Empire Stock Option Plan will be determined by the Board from time
to time. The aggregate number of shares reserved for issuance under the Empire Stock Option Plan may not exceed
10% of the issued and outstanding shares. In addition, the aggregate number of shares so reserved for issuance in
any 12-month period to any one person shall not exceed 2%, of the issued and outstanding Empire Shares.
The Empire Shares, when fully paid for by a participant, are not included in the calculation of Empire Shares
allocated to or within the Empire Stock Option Plan. Should a participant cease to be eligible due to the loss of
corporate office (being that of an officer or director) or employment, the option shall cease for varying periods not
exceeding ninety (90) days. Loss of eligibility for consultants is regulated by specific rules imposed by the directors
when the option is granted to the appropriate consultant. The Empire Stock Option Plan also provides that estates of
deceased participants can exercise their options for a period not exceeding one (1) year following death.
The Board may from time to time make rules, regulations and amendments to the Empire Stock Option Plan.
Should any rule, regulation or amendment materially differ from the provisions set out in this Circular, Empire shall
obtain the necessary regulatory or shareholder approvals.
However, any amendment of the Plan which would:
(a)
(b)
(c)
(d)

materially increase the benefits of the Empire Stock Option Plan;
materially increase the maximum number of Empire Shares issuable under the Empire Stock Option Plan,
materially modify the requirements as to eligibility for participation in the Empire Stock Option Plan;
add any form of financial assistance and, if applicable, any amendment to any existing financial assistance
provision which is more favourable to participants;
(e) add a cashless exercise feature, payable in cash or securities which does not provide for a full deduction of
the number of underlying securities from the Empire Stock Option Plan reserve; or
(f) otherwise require approval by Empire Shareholders (or disinterested Empire Shareholders as the case may
be) in accordance with the requirements of any regulatory body having jurisdiction over the Empire shares,

and would be effective only upon the approval of the Empire Shareholders (or disinterested Empire Shareholders as
the case may be). Further, any amendment to any provision of the Empire Stock Option Plan would also remain
subject to approval by any regulatory body having jurisdiction over the securities of Empire.
Should the expiration date for an Empire Option fall within a blackout period or within nine business days following
the expiration of a blackout period, such expiration date shall be automatically extended without any further act or
formality to that date which is the tenth (10th) business day after the end of the blackout period, such tenth (10th)
business day to be considered the expiration of the term of such option for all purposes under the Empire Stock
Option Plan.
CORPORATE GOVERNANCE
Corporate governance relates to the activities of the Empire Board, the members of which are elected by and are
accountable to the Empire Shareholders, and takes into account the role of the individual members of management
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who are appointed by the Empire Board and who are charged with the day-to-day management of Empire. The
Empire Board is committed to sound corporate governance practices, which are both in the interest of its Empire
Shareholders and contribute to effective and efficient decision making.
Pursuant to National Instrument 58-101 - Disclosure of Corporate Governance Practices ("NI 58-101"), Empire
provides disclosure of its corporate governance practices as set out in Schedule B to this Appendix B.
AUDIT COMMITTEE
Audit Committee Charter
The Audit Committee Charter is attached as Schedule A to this Appendix B.
Composition of the Audit Committee
Currently, the Audit Committee consists of Ian Macdonald, Terence Quinn, and Guy Nelson, all of whom are
financially literate. Ian Macdonald and Terence Quinn are independent. Guy Nelson is not independent, as he is
currently the Executive Chairman and Chief Executive Officer of the Corporation.
Relevant Education and Experience
Ian Macdonald is a Chartered Accountant. He holds an MBA from Queen’s University. He has been Managing
Director of Tricapital Management Limited since 1986. Tricapital is a merchant bank that raises capital for midsized private and public companies. Since 2003, he has been Chairman of Quadrant Cosmetics Corporation,
Canada’s largest independent distributor of prestige fragrances and cosmetics. He has also served as VP Finance
and Treasurer of Bacardi International Limited, and as a member of the Strategic Planning Advice Unit of Currie
Coopers & Lybrand, Management Consultants.
Guy Nelson is the Executive Chairman and Chief Executive Officer of the Corporation. He was Chairman of
Empire Iron since 1997. Chairman of Better Work Place Inc. from Sept. 2001 to present. CEO and Director of
Associated Proteins LP from 2004 to 2007. Vice President and Director of Bracknell Corporation between1991 and
1997. VP Investments, Cavendish Investing Ltd. from 1988 to 1991. Guy holds an MBA from the Ivey Business
School and a B.Comm from University of Alberta.
Terence Quinn is Principal of Quinn Consulting, a mergers and acquisitions consulting practice focusing on
industrial services and construction businesses in the western Canada oil and gas basin. Previously, he has been
General Manager of Delta Catalytic Corporation, President of Tru-Way Group, General Manager and Partner of
National Construction Corporation. He sits on the board of directors of three private industrial companies.
All current and proposed members of the Audit Committee are familiar with the regulatory reporting requirements
and process for audit committees. They all have experience in analyzing and evaluating financial statements
necessary to understand the accounting principles used by the Corporation to prepare its financial statements.
Audit Committee Oversight
At no time since the commencement of the Corporation's most recently completed financial year were any of the
Committee's recommendations to nominate or compensate an external auditor not adopted by the Board.
Reliance on Certain Exemptions
At no time since the commencement of the Corporation's most recently completed financial year has it relied on any
exemption under Section 2.4 (De Minimus Non-Audit Services), subsection 6.1.1(4) (Circumstances Affecting the
Business or Operations of the Venture Issuer), subsection 6.1.1.(5) (Events Outside Control of Member), subsection
6.1.1(6) (Death, Incapacity or Resignation) or Part 8 (Exemptions) of Multilateral Instrument 52-110.
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Pre-Approval Policies and Procedures
The Board has approved a policy with respect to the engagement of non-audit services. This policy prohibits the
Corporation from hiring external auditors to provide certain non-auditing services, such as bookkeeping and related
functions, financial information systems design and implementation, appraisal/valuation/fairness opinions or
contribution in kind reports, actuarial services, internal audit outsourcing, management functions, human resource
functions, legal services, and expert services. In certain cases, the policy allows the Corporation to retain the
services of external auditors for the purpose of rendering non-audit services, provided that such services are not
prohibited and that they have received the prior approval of the Audit Committee.
A copy of the policy regarding the range of services offered by external auditors can be obtained free of charge,
upon request, from the Corporation’s Corporate Secretary at 717 Jarvis Avenue, Winnipeg, MB, R2W 3B4.
External Auditor Service Fees
The fees paid by the Corporation to its auditor in each of the last two (2) fiscal years are:

Fiscal Year 2015

Fiscal Year 2014

$185,100

$173,000

Nil

Nil

Tax Fees(3)

$17,850

$17,000

All Other Fees(4)

$86,330

Nil

Total

$289,280

$190,000

Audit Fees(1)
Audit Related Fees(2)

Notes:
(1) Audit Fees consist of fees for the audit of Empire’s annual financial statements or services that are normally provided in
connection with statutory and regulatory filings or engagements.
(2) Audit Related Fees consist of fees for insurance and related services that are reasonably related to the performance of the
audit or the review of Empire’s financial statements and are not reported as Audit Fees.
(3) Tax Fees consist of fees paid to the auditors for preparation of Empire’s T-2 corporate income tax return and General Index
of Financial Information required by Canada Revenue Agency.
(4) All Other Fees consist of fees billed for products and services other than the services reported in items (1), (2) and (3) above,
including tax advice relating to the proposed Tornado Plan of Arrangement transaction, assistance with SRED applications,
accounting research relating to hedge accounting and IFRS 9.

Venture Issuer Exemption
The Corporation, as a "Venture Issuer", is relying upon section 6.1 of Multilateral Instrument 52-110 exempting it
from certain requirements relating to the composition of the audit committee requirements and reporting obligations.
LEGAL PROCEEDINGS AND REGULATORY ACTIONS
To the knowledge of management of the Corporation, there have been no legal proceedings material to the
Corporation to which the Corporation is or was a party or of which any of the property of the Corporation is or was
the subject, nor are any such proceedings known to the Corporation to be contemplated during the fiscal year ended
December 31, 2015 and to the date hereof.
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During the fiscal year ended December 31, 2015 and to the date hereof, there have not been any penalties or
sanctions imposed against the Corporation by a court relating to provincial and territorial securities legislation or by
a securities regulatory authority and the Corporation has not entered into any settlement agreements before a court
relating to provincial and territorial securities legislation or by a securities regulatory authority. To the knowledge
of management of the Corporation, except as disclosed elsewhere in this Appendix B, there have been not any other
penalties or sanctions imposed by a court or regulatory body against the Corporation.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
No director, executive officer or Principal Holder of the Corporation or any associate or affiliate of any of them has,
or has had, any material interest in any transaction prior to the date hereof or any proposed transaction that has
materially affected or will materially affect the Corporation or its affiliates, except as disclosed elsewhere in
this Appendix B.
MATERIAL CONTRACTS
Except for contracts entered into in the ordinary course of business, Empire has not entered into any material
contracts within the most recently completed financial year, or before the most recently completed financial year
which are still in effect.
AUDITOR, TRANSFER AGENT AND REGISTRAR
The auditor of Empire is: MNP LLP, 2500 - 201 Portage Avenue, Winnipeg, Manitoba R3B 3K6.
The registrar and transfer agent for the Empire Shares is: CST Trust Company, Suite 600, 333 – 7 Ave. SW,
Calgary, Alberta, T2P 2Z1.
INTERESTS OF EXPERTS
Empire’s independent auditors are MNP LLP, who have issued an independent auditor’s report dated April 14, 2016
in respect of Empire’s consolidated financial statements. MNP LLP has advised that they are independent with
respect to Empire within the meaning of the Rules of Professional Conduct of the Institute of Chartered Accountants
of Manitoba.
PROMOTERS
Other than the directors and officers of Empire, there is no person who is or who has been within the two (2) years
immediately preceding the date hereof, a promoter of Empire for purposes of Canadian securities laws.
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APPENDIX B - SCHEDULE A
AUDIT COMMITTEE CHARTER
This Charter sets out the roles and responsibilities of the Audit Committee of Empire Industries Ltd. (the
“Company”.) The roles and responsibilities described in this Charter must at all times be exercised in accordance
with the requirements of the legislation and regulations governing the Company and its subsidiaries.

Composition
The audit committee is composed of three directors of the Company, all of whom shall meet the independence
and experience requirements of the principal securities exchanges on which the Company’s common shares are
traded. The members of the Audit Committee must be “financially literate” as may be defined from time to time by
the regulatory authorities. The quorum necessary to constitute a meeting of the Audit Committee is set at two (2)
directors.
“Independent” refers to an individual who has no direct or indirect material relationship with the Company.
A material relationship refers to a relationship which could, in the view of the Company’s Board of Directors,
reasonably interfere with the exercise of a member’s independent judgment.
“Financial literacy” means the ability to read and understand a set of financial statements that present a breadth
and level of complexity of accounting issues that are generally comparable to the breadth and complexity of the
issues that can reasonably be expected to be raised by the Company’s financial statements.
The Audit Committee’s responsibilities extend to the Company and its subsidiaries.

Audit Committee Objectives
1.

To assist the Board of Directors in meeting their responsibilities.

2.

To establish effective lines of communication between the Board of Directors, Management and Auditor.

3.

To ensure independence, qualifications and performance of the Company’s external auditors.

4.

To ensure the integrity of published financial reports.

5.

To ensure the compliance by the Company with applicable legal and regulatory requirements relating to audit
and internal controls.

6.

To strengthen the role of the directors by facilitating in-depth discussions among directors, management and the
auditor.

Audit Committee Responsibilities
1.

Recommend to the Board of Directors:
a)

the external auditor to be nominated for the purpose of preparing or issuing an auditor’s report or
performing other audit, review or attest services for the Company.

b) the compensation for the external auditor.
2.

Oversee the work of the external auditor engaged for the purpose of preparing or issuing an auditor’s report or
performing other audit, review or attest services for the Company, including the resolution of disagreements
between management and the external auditor regarding financial reporting and the auditors shall report directly
to the Audit Committee. However, it is not the duty of the Audit Committee to plan or conduct audits or to
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determine that the Company’s financial statements are complete and accurate. This is the responsibility of
Management and the independent auditor.
3.

Pre-approve all non-audit services to be provided to the Company or its subsidiary entities by the Company’s
external auditor.

4.

Review the Company’s financial statements, MD&A and annual and interim earnings press releases before the
Company publicly discloses this information.

5.

Satisfy itself that adequate procedures are in place for the review of the Company’s public disclosure of
financial information extracted or derived from the Company’s financial statements, other than the public
disclosure referred to in (4) above, and periodically assess the adequacy of those procedures.

6.

Establish procedures for:
a)

the receipt, retention and treatment of complaints received by the Company regarding accounting,
internal accounting controls, or auditing matters.

b) the confidential, anonymous submission by employees of the Company of concerns regarding
questionable accounting or auditing matters.
7.

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

8.

Recommend that the Board retain special legal, accounting or other consultants to advise the Committee and to
conduct or authorize investigations into any matters within the scope of its responsibilities. The Audit
Committee may request any officer or employee of the Company or the Company’s outside counsel or
independent auditor to attend any meeting of the Committee or to meet with any members of, or consultants to,
the Committee.

9.

Make regular reports to the Board. The Audit Committee shall review and reassess the adequacy of this Charter
annually and recommend any proposed changes to the Board for approval.
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APPENDIX B - SCHEDULE B
CORPORATE GOVERNANCE DISCLOSURE
National Instrument 58-101
Disclosure of Corporate Governance Practices

1.
(a)

Board of Directors
Disclose the identity of directors who are
independent.

(b)

Disclose the identity of directors who are not
independent, and describe the basis for that
determination.

Comments

Robert Marshall, Ian Macdonald, Terence Quinn
and Li-Ting (Jack) Chang are independent.

Guy Nelson – is senior management of the
Corporation.
Jane Lin – is married to a senior officer of a
subsidiary of the Corporation.
Peter White-Robinson has joined the executive
management team as Executive Vice President of
Attraction effective November 1, 2014.

(c)

Disclose whether or not a majority of directors are
independent. If a majority of directors are not
independent, describe what the board of directors
(the “Board”) does to facilitate its exercise of
independent judgment in carrying out its
responsibilities.

A majority of the Board is independent.

(d)

If a director is presently a director of any other
issuer that is a reporting issuer (or the equivalent) in
a jurisdiction in Canada or a foreign jurisdiction,
identify both the director and the other issuer.

None

(e)

Disclose whether or not the independent directors
hold regularly scheduled meetings at which nonindependent directors and members of management
are not in attendance. If the independent directors
hold such meetings, disclose the number of
meetings held since the beginning of the issuer's
most recently completed financial year. If the
independent directors do not hold such meetings,
describe what the Board does to facilitate open and
candid discussion among its independent directors.

The Board ensures that there is an opportunity for
in camera sessions with only the independent
directors present to take place at each in-person
Board meeting.

(f)

Disclose whether or not the chair of the Board is an
independent director.

Guy Nelson serves as the Executive Chairman of
the Board. He is not independent. He also serves
as Chief Executive Officer.

If the Board has a chair or lead director who is an
independent director, disclose the identity of the
independent chair or lead director, and describe his
or her role and responsibilities. If the Board has

Ian Macdonald serves as the Non-executive
Chairman of the Board, who is independent. The
Non-executive Chairman role includes the function
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neither a chair that is independent nor a lead
director who is independent, describe what the
Board does to provide leadership for its
independent directors.

of a lead director. He provides leadership to the
directors, particularly the independent directors, to
ensure that the Board operates smoothly and
effectively. In this capacity, he serves as a key
liaison between the independent directors and the
Company, including the non-independent directors,
the CEO, and the senior management team.

(g)

Disclose the attendance record of each director for
all Board meetings held since the beginning of the
issuer's most recently completed financial year.

The summary of attendance of the directors at
meeting of the Board and committees is presented
in each individual director’s profile under
“Business of the Meeting” in this Circular.

2.

Board Mandate
Disclose the text of the Board's written mandate. If
the Board does not have a written mandate,
describe how the Board delineates its role and
responsibilities.

3.
(a)

Position Descriptions
Disclose whether or not the Board has developed
written position descriptions for the chair and the
chair of each Board committee. If the Board has not
developed written position descriptions for the chair
and/or the chair of each Board committee, briefly
describe how the Board delineates the role and
responsibilities of each such position.

(b)

Disclose whether or not the Board and CEO have
developed a written position description for the
CEO. If the Board and CEO have not developed
such a position description, briefly describe how the
Board delineates the role and responsibilities of the
CEO.

4.
(a)

Orientation and Continuing Education
Briefly describe what measures the Board takes to
orient new directors regarding:

(i) the role of the Board, its committees and its
directors; and

(ii) the nature and operation of the issuer's business.

The Board has adopted a written mandate, which is
attached as Schedule C to this Appendix B.

The Board has developed written position
descriptions for the Executive Chairman of the
Board, the Non-executive Chairman of the Board,
and for the Chair of each Board Committee.

The Board and the Chief Executive Officer have
developed a written position description for the
Chief Executive Officer.

The Board addresses the orientation of new
directors on a case by case basis. Each new
director brings a different skill set and professional
background, and with this information, the Board is
able to determine what orientation to the nature and
operations of the Corporation’s business will be
necessary and relevant to each new director.
Where appropriate, the Corporation will sometimes
give a new director a special assignment as a way
to help orient the new director in the Corporation.
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(b)

Briefly describe what measures, if any, the Board
takes to provide continuing education for its
directors.

The Corporation provides continuing education to
its directors as such need arises and encourages
open discussion at all meetings, which encourages
learning by the directors.

(c)

If the Board does not provide continuing education,
describe how the Board ensures that its directors
maintain the skill and knowledge necessary to meet
their obligations as directors.

If determined to be appropriate, the Board will pay
the fees associated with courses or professional
development programs that a director determines is
relevant to the position on the Board.

5.
(a)

Ethical Business Conduct
Disclose whether or not the Board has adopted a
written code for the directors, officers and
employees.
If the Board has adopted a written code:
(i) disclose how a person or company may obtain a
copy of the code;

The Board has adopted a Code of Business Conduct
and Ethics. A copy can be obtained free of charge,
upon request, from the Corporation’s Corporate
Secretary at 717 Jarvis Avenue, Winnipeg, MB,
R2W 3B4.
The Corporate Governance Committee reviews the
terms of the Code of Business Conduct and Ethics
on a regular basis, and monitors compliance with
the Code.

(b)

(ii) describe how the Board monitors compliance
with its code, or if the Board does not monitor
compliance, explain whether and how the
Board satisfies itself regarding compliance with
its code; and

Each director and officer of the Corporation and its
subsidiaries confirms in writing that he or she is in
compliance with the Code of Conduct.

(iii) provide a cross-reference to any material
change report filed since the beginning of the
issuer's most recently completed financial year
that pertains to any conduct of a director or
executive officer that constitutes a departure
from the code.

There has not been any material change report filed
in the 2014 financial year or since the beginning of
the 2015 financial year that pertains to any conduct
of a director or executive officer that constitutes a
violation of the Code.

Describe any steps the Board takes to ensure
directors exercise independent judgment in
considering transactions and agreements in respect
of which a director or executive officer has a
material interest.

The Audit Committee is responsible for reviewing
the financial and accounting aspects of transactions
where a director or executive officer has a material
interest. The Corporate Governance Committee
satisfies itself that all such transactions comply
with corporate governance rules.
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Each director is required to disclose to the Board or
the Committees on which he or she sits, his or her
interest in any transaction when it is brought up for
discussion at meetings of the Board or the
Committees.

(c)

Describe any other steps the Board takes to
encourage and promote a culture of ethical business
conduct.

6.
(a)

Nomination of Directors
Describe the process by which the Board identifies
new candidates for Board nomination.

Management submits at least once a year to the
Board the budgets and strategic direction of the
Corporation’s business units. Directors are
encouraged to ask questions and offer
recommendations on the Corporation’s business
conduct.

On an annual basis the Corporate Governance
Committee examines and recommends to the Board
a list of candidates for the composition of the Board
and its committees. The list, as approved by the
Board, is submitted for vote to the Shareholders at
the Corporation’s annual general meeting.
In exceptional circumstances, the Board will
appoint a new Board member directly to the Board,
to serve until the next annual general meeting,
when the Shareholders will vote on the matter.

(b)

Disclose whether or not the Board has a nominating
committee composed entirely of independent
directors. If the Board does not have a nominating
committee composed entirely of independent
directors, describe what steps the Board takes to
encourage an objective nomination process.

The Corporate Governance Committee, composed
entirely of independent directors, exercises the role
of a nominating committee.

(c)

If the Board has a nominating committee, describe
the responsibilities, powers and operation of the
nominating committee.

The Corporate Governance Committee, composed
entirely of independent directors, exercises the role
of a nominating committee. With regard to
nominations, the responsibilities of the Corporate
Governance Committee are to assist the Board in
establishing the minimum qualifications for a
director nominee, including the qualities and skills
that Board members are expected to possess; to
lead the search for and identify individuals
qualified to become Board members, consistent
with criteria approved by the Board; and to
recommend that the Board select, the director
nominees to be presented for Shareholder approval
at the next Annual Meeting of Shareholders, and
one or more director nominees for each vacancy on
the Board that occurs between Annual Meetings of
Shareholders, subject to legal rights, if any, of third
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parties to nominate or appoint directors. The
Committee shall select or recommend individuals
as director nominees who meet the minimum
qualifications approved by the Board and who shall
have high personal and professional integrity, who
shall have financial literacy or other professional or
business experience relevant to an understanding of
the Corporation and its business, who shall have
demonstrated an ability to think and act
independently and with sound judgment and who
shall be effective, in conjunction with the other
nominees to the Board, in collectively serving the
long-term interests of the Corporation and its
Shareholders.

7.
(a)

Compensation
Describe the process by which the Board
determines the compensation for the issuer's
directors and officers.

(b)

Disclose whether or not the Board has a
compensation committee composed entirely of
independent directors. If the Board does not have a
compensation committee composed entirely of
independent directors, describe what steps the
Board takes to ensure an objective process for
determining such compensation.

The Corporate Governance Committee, which is
composed entirely of independent directors, serves
the function of a Compensation Committee.

(c)

If the Board has a compensation committee,
describe the responsibilities, powers and operation
of the compensation committee.

The Corporate Governance Committee serves the
function of a Compensation Committee. It
recommends compensation and bonus plans for the
CEO to the independent members of the Board,
who make the final decisions. It also makes
recommendations to the CEO with respect to
compensation for senior officers of the
Corporation. The same process is used to review
and approve actual payouts under such bonus plans.
Compensation of directors is handled in the same
way, except that the full Board makes the final
decisions in this regard.

The Corporate Governance Committee serves the
function of a Compensation Committee. It
recommends compensation and bonus plans for the
CEO to the independent members of the Board,
who make the final decisions. It also makes
recommendations to the CEO with respect to
compensation for senior officers of the
Corporation. The same process is used to review
and approve actual payouts under such bonus plans.
Compensation of directors is handled in the same
way, except that the full Board makes the final
decisions in this regard.
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8.

Other Board Committees
If the Board has standing committees other than the
audit, compensation and nominating committees,
identify the committees and describe their function.

9.
(a)

Assessments
Disclose whether or not the Board, its committees
and individual directors are regularly assessed with
respect to their effectiveness and contribution.

(b)

If assessments are regularly conducted, describe the
process used for the assessments. If assessments are
not regularly conducted, describe how the Board
satisfies itself that the Board, its committees, and its
individual directors are performing effectively.

In addition to the Audit and Corporate Governance
Committees described above, the Corporation also
has a standing Health, Safety, Environment,
Community Committee (HSEC Committee). The
role of the HSEC Committee is to ensure that the
Corporation makes all decisions with due
consideration of environmental protection and
sustainable development, foster a culture of
employee safety, and ensure that the Corporation
meets the standards of a good corporate citizen in
all of the communities where it carries on business.
The HSEC Committee meets directly with the
Corporation’s senior safety officer to review the
safety performance of the Corporation, providing a
direct conduit to the Board for any safety issues.

It is the Corporate Governance Committee’s
responsibility to assess the overall effectiveness of
the Board and of its committees.

The Committee’s findings are reported to the
Board. The Corporate Governance Committee’s
Chair discusses with the Board Chair the
performance of each director.

Empire is a venture issuer, listed on the TSXV. As a venture issuer, Empire is not required to disclose its approach
or any policies that it may have adopted regarding:
•
•
•
•
•
•

Director Term Limits
Representation of Women on the Board
Consideration of the Representation of Women in the Director Identification and Selection Process
Consideration given to the Representation of Women in Executive Officer Appointments
Issuer’s Targets Regarding the Representation of Women on the Board and in Executive Officer Positions
Number of Women on the Board and in Executive Officer Positions

Despite its disclosure obligations, Empire strives to achieve corporate governance practices that exceed those that
are required by securities laws or regulatory requirements. Empire takes the above listed matters seriously and
anticipates that it will, in the future, adopt practices to address director term limits and the representation of women
on the Board and as executive officers of Empire.
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APPENDIX B - SCHEDULE C
BOARD MANDATE
The Board of Directors of Empire Industries Ltd. (the “Board”) is elected by the Corporation’s shareholders to
supervise the management of the business and affairs of the Corporation pursuant to the powers vested in its articles
and by-laws, and in accordance with the obligations under regulatory and public law.
Within its stewardship responsibility the Board is to preserve and enhance the viability of the Corporation and to
ensure that it is managed in the interests of the shareholders as a whole in conformity with the law and legitimate
interests of other stakeholders.
The Board delegates the responsibility for the day-to-day conduct of business to the management of the Corporation,
through its Chief Executive Officer (“CEO”), within a policy framework established by the Board. In executing
their responsibilities, each of the members of the Board is entitled to rely on the advice, reports and opinions of
management.
Core Responsibilities
The core responsibilities of the Board include stewardship and oversight in the following areas:
Strategic Planning
The Board ensures that the Corporation adopts a strategic planning process to guide its activities. The Board meets
periodically to review the plan. In addition, at each regular meeting, the Board reviews the Corporation’s overall
business strategies, its business plan, as well as major strategic initiatives, to allow the Board to evaluate whether the
Corporation’s proposed actions are generally in accordance with its objectives.
Identification of Principal Risks
The Board, directly and through the Audit, Corporate Governance, and Environment/Safety/Community
Committees, reviews the principal risks of the Corporation’s business and the appropriateness of the systems put in
place to manage these risks.
Selection and Remuneration of the CEO and the Senior Management Team
The Board is responsible for selecting the CEO and for approving the selection of the members of the senior
management team. Communication with the management team is through the CEO and the Board is responsible for
judging the effectiveness of this officer and replacing him if such action is deemed to be in the best interests of the
Corporation. The Board is also responsible for providing an effective system of remuneration. These functions are
performed with the benefit of advice from the Corporate Governance Committee.
Succession Planning
On a regular basis, the Board reviews a succession plan, developed by management, addressing the policies and
principles for selecting a successor to the CEO and other key senior management positions, both in an emergency
situation and in the ordinary course of business. The succession plan should include an assessment of the experience,
performance, skills and planned career paths for possible successors to the CEO currently in the Corporation’s
senior management.
Financial Reporting and Internal Controls
The Board, acting through the Audit Committee, oversees the financial reporting and regulatory filing and
disclosures of the Corporation. This includes monitoring the implementation of appropriate internal control systems
to ensure the accuracy and timeliness of the information.
Communication Policy
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The Disclosure Policy established by the Board summarizes practices regarding disclosure of material information
to investors, analysts and the media. The Board, in consultation with the Corporate Governance Committee,
monitors and advises on compliance with this Policy.
Evaluating Board Performance
The Board, acting through the Corporate Governance Committee, conducts an evaluation, at least annually, to assess
the effectiveness of the Board, its Committees, the Chairman, and individual Directors. In addition, the Corporate
Governance Committee periodically considers the mix of skills and experience that Directors bring to the Board to
assess whether the Board has the necessary tools to perform its oversight function effectively.
Board Composition
Board Composition
The composition of the Board should balance the following goals:
a)

The size of the Board should facilitate substantive discussions of the whole Board in which each
Director can participate meaningfully;

b) The composition of the Board should encompass a broad range of skills, expertise, industry
knowledge, diversity of opinion and contacts relevant to the Corporation’s business; and
c)

Membership on the Board shall include an appropriate number of Directors whom the Board has
determined have no material relationship with the Corporation or its principal shareholders and who
are otherwise considered independent as contemplated by the corporate governance guidelines
published by the Canadian Securities Administrators (the “CSA Guidelines”) and under the rules of
the Toronto Stock Exchange (“TSX”)

Selection of Directors
The Corporate Governance Committee is responsible for recommending to the Board, from time to time, a list of
potential Directors meeting the Corporation’s general criteria for Board membership, as well as suitable nominees to
fill specific vacancies occurring between annual meetings of shareholders. The processes used by the Committee as
well as the bases for its recommendations are outlined in the Corporate Governance Committee Charter. The Board
is responsible for selecting nominees for election to membership on the Board for presentation at annual meetings of
shareholders.
Orientation and Continuing Education
The Corporate Governance Committee is responsible for the continuing education of Directors as outlined in the
Committee’s Charter.
Board Committees
Standing Committees
The standing committees of the Board are the Audit Committee, the Corporate Governance Committee, and the
Health/Environment/Safety/Community (HESC) Committee. Each of these three (3) committees has a written
Charter, satisfying at a minimum, applicable legislative and TSX rules.
All Directors, whether members of specific committees or not, may request attendance at any committee
meeting and may make suggestions to committee chairs for additions to the agenda of his or her committee or to
request that an item from a committee agenda be considered by the Board. Each committee chair will give periodic
reports of his or her committee’s activities to the Board.
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Assignment of Committee Members
The Corporate Governance Committee is responsible, after consultation with the Chairman of the Board, for
recommending the assignment of Board members to various committees and the selection of the committee chairs.
Board Meeting Procedures
Frequency of Meetings
The Board holds regularly scheduled meetings on a quarterly basis as well as additional meetings to consider
particular issues or strategic planning. Special meetings may be called from time to time as determined by the needs
of the Corporation’s business.
Selection of Agenda Items for Board Meetings
The Chairman, in consultation with the CEO and the Corporate Secretary, establishes the agendas for Board
meetings. Any Board member, however, may recommend the inclusion of specific agenda items. The agenda is
distributed in advance of a meeting to each Director.
Board Materials Distributed in Advance
Information, data and presentation materials that are important to the Board’s understanding of the business are
distributed in writing to the Board before each meeting. Management should provide materials that are as concise as
possible while giving Directors sufficient information, and time for review (subject to availability of time sensitive
materials), to make informed decisions. Under certain circumstances, written materials may be unavailable to
Directors in advance of a meeting, and certain items to be discussed at Board meetings may be of a sensitive nature
such that the distribution of materials on these matters prior to the Board meeting would not be appropriate.
Management at Meetings
The Board invites members of management, in addition to the CEO and the Chief Financial Officer (“CFO”), to
attend Board meetings from time to time to make presentations and provide additional insight into the various
operations of the Corporation.
Independent Director Meetings
To encourage free and open discussion and communication among the non-management Directors of the Board, the
Directors meet during, or at the end of each Board meeting, without members of management present.

Expectations of Directors
Commitment and Attendance
All Directors should make every effort to attend all meetings of the Board and meetings of committees of which
they are members. Although attendance in person is encouraged, members may attend by telephone to mitigate
schedule conflicts.
Participation in Meetings
Each Director should be sufficiently familiar with the business of the Corporation, including its financial statements
and capital structure, and the risks and competition it faces, to facilitate active and effective participation in the
deliberations of the Board and of each committee on which the Board member serves.
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Financial Knowledge
One of the most important roles of the Board is to monitor financial performance. A Director must know how to
read financial statements, and should understand the use of financial ratios and other indices for evaluating financial
performance.
Code of Conduct
The Corporation has adopted a Code of Conduct. Certain portions of this Code deal with the business conduct of
Directors, particularly with respect to transactions in the securities of the Corporation, potential conflicts of interest,
the taking of corporate opportunities for personal benefit, and competing with the Corporation. Directors should be
familiar with the Code’s provisions in these areas and should consult with the Corporation’s counsel in the event of
any issues or concerns.
Other Directorships
The Corporation values the experience Directors bring from other boards on which they serve, but recognizes that
those boards may also present demands on a Director’s time and availability, and may also present conflicts or legal
issues. Directors should advise the Chair of the Corporate Governance Committee before accepting any new
membership on other boards of directors or any other significant commitment involving an affiliation with other
related businesses or governmental units.
Contact with Management
All Directors are invited to contact the CEO at any time to discuss any aspect of the Corporation’s business. While
respecting organizational relationships and lines of communication, Directors have complete access to other
members of management. There will be frequent opportunities for Directors to meet with the CEO, CFO and other
members of management in Board and committee meetings and in other formal or informal settings.
Confidentiality
The proceedings and deliberations of the Board and its committees are confidential. Each Director shall maintain the
confidentiality of information received in connection with his or her services.
Board Compensation
The Board, acting through the Corporate Governance Committee, conducts a review on a regular basis of the
components and amount of Board compensation in relation to other similar companies.
Position in Descriptions: Chairman of the Board, Committee Chairs
The duties and responsibilities of the Chairman of the Board and the Committee Chairs are set out in their respective
Position Descriptions.
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Consolidated Financial Statements
December 31, 2015
Audited
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Independent Auditors’ Report
To the Shareholders of Empire Industries Ltd.:
We have audited the consolidated financial statements of Empire Industries Ltd. and its subsidiaries, which
comprise the consolidated statements of financial position as at December 31, 2015 and December 31, 2014
and the consolidated statements of comprehensive income, changes in shareholders’ equity and cash flows
for the years then ended, and a summary of significant accounting policies and other explanatory information.
Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audits to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal controls relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal controls. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Empire Industries Ltd. and its subsidiaries as at December 31, 2015 and December 31, 2014, and
their financial performance and their cash flows for the years then ended in accordance with International
Financial Reporting Standards.
Winnipeg, Manitoba
April 14, 2016
Chartered Professional Accountants

Page 1
2500-201 Portage Avenue, Winnipeg, Manitoba, R3B 3K6, Phone: (204) 775-4531, 1 (877) 500-0795

B-SD-2

Consolidated Statement of

Comprehensive Income

For the years ended December 31

2015

2014

151,403

141,156

17

(126,204)
25,199

(116,419)
24,737

Selling and administration expenses
Result before depreciation, amortization and other items

18

(17,185)
8,014

(16,734)
8,003

Depreciation of property, plant and equipment
Amortization of intangible assets
Result before other items of income

9
8

(1,343)
(784)
5,887

(1,167)
(390)
6,446

Share of profit from associates
Stock-based compensation
Finance costs
Fair value changes in derivative financial instruments
Other non-operating expenses

10
16
19
25
20

26
(206)
(1,111)
(2,126)
(253)

111
(220)
(1,237)
(1,212)
(109)

2,217

3,779

(192)
(655)

(15)
2,300

(847)

2,285

1,370

6,064

(In $000's CAD, except where otherwise indicated)

Revenues

Notes

(1)

Cost of sales, excluding depreciation and amoritzation
Gross Profit, excluding depreciation and amortization

(2)

Net Income before tax
Income tax (expense) recovery
Current
Deferred

22
22

Net income
Other comprehensive loss

(13)

Comprehensive income

1,357

Income per share - basic
Income per share - diluted

21
21

-

6,064

0.005
0.005

(1) Included in revenue are foreign exchange gains of $1,522 for the year ended December 31, 2015
(2014 - $1,191)
(2) Cost of sales including depreciation and amortization was $128,094 for the year ended December 31, 2015
(2014 - $117,562)
Cost of sales excluding depreciation and amortization also includes previously unrecognized investment
tax credits of $916 (2014 - $1,308)
See accompanying notes
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0.024
0.022

Consolidated Statement of

Financial Position

As at
(In $000's CAD, except where otherwise indicated)

Dec 31, 2015

Dec 31, 2014

12
5
7

81
46,197
6,279
1,275
53,832

31
40,641
6,908
924
48,504

9
8

13,053
4,444
107
1,990
885
5,829
26,308

9,790
1,983
98
1,964
934
5,023
19,792

80,140

68,296

6,391
22,144
19,590
138
970
951
3,324

9,785
20,628
9,353
15
893

53,508

42,299

1,561
984

2,223
825
953

Notes

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable
Inventory
Prepaid expenses and other assets
Total current assets
Non-current assets
Property, plant and equipment and investment property, net
Intangible assets, net
Other non-current assets
Investment in associate
Advances to associate
Deferred tax assets
Total non-current assets

10
10
22

Total assets
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Bank indebtedness
Accounts payable and accrued liabilities
Deferred revenue from construction contracts
Current income taxes payable
Current portion of long-term debt
Current portion of convertible debentures
Current portion of derivative financial instruments

12
11
6
22
13
15
25

Total current liabilities
Non-current liabilities
Long-term debt
Limited recourse loan
Convertible debentures
Derivative financial instruments
Total non-current liabilites

13
14
15
25

Total Liabilities
SHARHOLDERS' EQUITY
Share capital
Equity component of convertible debentures
Contributed surplus
Retained earnings
Accumulated other comprehensive loss
Total shareholders' equity

16
15
16

Total liabilities and shareholders' equity
Guarantees and contingencies [note 28]
See accompanying notes
On behalf of the Board of Directors:
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427
2,972

1,625

-

4,001

56,480

46,300

7,955
144
3,721
11,853
(13)
23,660

7,798
151
3,564
10,483
21,996

80,140

68,296

-

-

Consolidated Statements of

Changes in Shareholders' Equity

As at December 31, 2015
Equity
component
of
convertible
debentures

Share
capital

Contributed
surplus

Accumulated
other
comprehensive
loss

Retained
earnings

Total equity

(In $000's CAD, except where otherwise indicated)

As at December 31, 2014
Exercise of stock options and warrants
Conversion of convertible debenture
Net income for the year
Other comprehensive loss
Stock-based compensation

7,798
103
54
-

-

206

As at December 31, 2015

7,955

144

3,721

-

151
(7)
-

3,564
(49)
-

-

10,483
1,370
-

(13)
-

21,996
103
(2)
1,370
(13)
206

11,853

(13)

23,660

-

-

As at December 31, 2014
Equity
component
of
convertible
debentures

Share
capital

Contributed
surplus

Retained
earnings

Accumulated
other
comprehensive
loss

Total equity

(In $000's CAD, except where otherwise indicated)

As at December 31, 2013
Exercise of stock options and warrants
Conversion of convertible debenture
Net income for the year
Stock-based compensation

7,343
411
44
-

157
(6)
-

3,416
(72)
220

4,419
6,064
-

-

15,335
339
38
6,064
220

As at December 31, 2014

7,798

151

3,564

10,483

-

21,996

-

See accompanying notes
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Consolidated Statements of

Cash Flows

(In $000's CAD, except where otherwise indicated)

2015

2014

1,357

6,064

1,343
784
23
881
49
112
159
13
(26)
(77)
206
2,126
(1,522)
45
(15)
(1,133)
655

1,167
390
81
813
23
69
(111)
(59)
220
1,212
(1,191)
33
(3,608)

Cash flow from operations

4,980

5,103

Net change in non-cash working capital balances

OPERATING ACTIVITIES
Comprehensive income
Add (deduct) items not affecting cash :
Depreciation of property, plant and equipment
Amortization of intangible assets
Amortization of deferred financing charges
Finance costs paid on short-term and long-term borrowings
Loss on sale of property, plant and equipment
Loss on disposal of note receivable
Loss on foreign exchange revaluation of limited recourse loan
Foreign currency adjusted (net of tax)
Share of profit from associate investments
Non-cash interest income earned
Stock-based compensation
Fair value changes in derivative financial instruments
Unrealized foreign currency translation gains
Accretion of convertible debentures
Income taxes paid
Investment tax credits
Deferred income taxes

6,479

(3,762)

Cash flow (used in) from operating activities

11,459

1,341

INVESTING ACTIVITIES
Acquisition of property, plant and equipment (note 9)
Acquisition of other long term assets
Proceeds from sale of items of property, plant and equipment
Recognition of intangible assets (note 8)
Decrease (increase) amounts due from an associate

(4,736)
(36)
3
(3,492)
126

(2,081)
(1,638)
-

Cash flow used in investing activities

(8,135)

(3,719)

54
331
(948)
(344)
(907)

339
307
(904)
(379)
(637)

Effect of translation of foreign currency cash and equivalents
Net (decrease) increase in cash and equivalents during the period
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

1,027
3,444
(9,754)
(6,310)

Cash and cash equivalents is comprised of :
Cash
Bank indebtedness

404
(2,611)
(7,143)
(9,754)
-

81
(6,391)

31
(9,785)

(6,310)

(9,754)

FINANCING ACTIVITIES
Proceeds received from warrants and stock options exercised
Proceeds received from long-term debt and finance leases
Repayment of long-term debt
Finance costs paid on long-term borrowings
Cash flow from (used in) financing activities
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Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
Amounts reported in thousands (000’s) except per share amounts
1.

Corporate information
Empire Industries Ltd. (“Empire”) designs, fabricates, manufactures, erects and sells proprietary engineered products
throughout the world. Key customer sectors include the entertainment industry, natural resource infrastructure,
manufacturing, and processing industries, excavation industry, and the government sector. Empire also provides steel
fabrication and installation services to industrial and infrastructure markets, primarily in western Canada as well as
participating in the market for oil sands maintenance services through its 49% ownership of its aboriginal partnership.
Empire Industries Ltd. is listed on the Toronto Stock Exchange’s venture exchange trading under “EIL” and is incorporated
under the Business Corporations Act of Alberta, Canada. The head office is located at 717 Jarvis Avenue, Winnipeg
Manitoba, R2W 3B4.
The consolidated financial statements were recommended for approval by the Audit Committee on April 13, 2016 and
were approved and authorized for issue by the Board of Directors on April 14, 2016.

2.

Summary of significant accounting policies
Basis of presentation
The consolidated financial statements are prepared for the year ended December 31, 2015 and include the results for
the comparative year ended December 31, 2014. The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments which are measured at fair value as disclosed. Included in
these consolidated financial statements are the accounts for Empire and all of its subsidiaries (the “Group”). These
consolidated financial statements have been prepared in Canadian dollars which is the functional currency of the Group.
Statement of compliance
These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).
Basis of consolidation
The consolidated financial statements include the accounts of Empire Industries Ltd. and its wholly owned subsidiaries:
Empire Iron Works Ltd., Dynamic Attractions Ltd. and its wholly owned subsidiary Dynamic Attractions Inc. The
consolidated financial statements furthermore include subsidiaries of the wholly-owned subsidiaries: Dynamic Optics
Ltd; 1868480 Alberta Ltd; and 1366377 Texas Inc. (formerly Tornado Technologies, Inc., TX, USA). The Group equity
accounts for its investments in ACE Industrial Services and its subsidiaries Lemax Machine and Welding Inc. (AB, Canada
“ACE” – 49%) and Qiguang Dynamic Structures Ltd (Dongguan, Guangdong P.R. China “QDSL” 45%).
Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains control, and
continue to be consolidated until the date that such control ceases. The financial statements of the subsidiaries are
prepared for the same reporting period as Empire, using consistent accounting policies. All inter-company balances,
income and expenses and unrealized gains and losses resulting from inter-company transactions are eliminated in full.
Business combinations
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
fair value of the assets given, equity instruments and liabilities incurred or assumed at the date of exchange. Acquisition
costs for business combinations are expensed and included in selling, general and administrative expenses. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at fair
value at the date of acquisition.
Investment in associates
An associate is an entity over which the Group has significant influence (i.e. the power to participate in the financial and
operating policy decisions of the associate) but not have control or joint control.
Page 1 of 29

B-SD-7

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
Amounts reported in thousands (000’s) except per share amounts
Investments in associates are accounted for using the equity method. The share of income of associates is recognized
in the consolidated statement of comprehensive income and its share of other comprehensive income of associates is
included in other comprehensive income.
If the cumulative losses exceed the carrying value of the equity investment, they are first applied to any additional
advances that are receivable from the associate to the extent of the total amount receivable. Additional losses are
recognized only to the extent that there exists a legal or constructive obligation.
Foreign currency translation
The reporting currency for the consolidated financial statements is the Canadian dollar. For subsidiaries in the Group
whose functional currency is not the Canadian dollar, their results are translated into Canadian dollars as follows:
•
•
•

assets and liabilities are translated into Canadian dollars at the exchange rate in effect on the statement of
financial position date,
results of operations are translated into Canadian dollars at the average monthly exchange rate;
foreign exchange differences arising from exchange rate fluctuations are accounted for in other comprehensive
income and equity.

Foreign currency transactions are translated into Canadian dollars at the exchange rate in effect at the date of the
transaction. Gains or losses resulting from the translations are recognized in comprehensive income. Monetary items
are translated at the Canadian dollar spot rate as of the reporting date. Exchange differences from monetary items are
recognized in comprehensive income. Non-monetary items that are not carried at fair value are translated using the
exchange rates as at the dates of the initial transaction. Non-monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the fair value is determined.
Revenue recognition
Revenues are recorded according to IAS 11, “Construction Contracts”, when the criteria are satisfied; otherwise,
revenues are recorded in accordance with IAS 18, “Revenue”. A construction contract is a contract specifically
negotiated for the construction of an asset or a combination of assets that are closely interrelated or interdependent in
terms of their design, technology and function or their ultimate purpose or use.
Revenue from construction contracts is determined using the percentage of completion method, based on the ratio of
costs incurred to date over estimated total costs. Contract costs include all direct material and labour costs.
Provisions are recorded for anticipated contract losses as soon as they are evident. In circumstances where significant
advance purchases under a contract, such as materials, would result in a materially higher percentage of completion
estimate for sales than would be indicated by other measures such as labour hours, management adjusts the
percentage of completion to the lower level indicated by the alternative measure.
Anticipated revenues on contracts may include future revenues from claims and unapproved change orders, if such
additional revenues can be reliably estimated and it is considered probable that they will be recovered. Such additional
revenues are limited to the costs related to the claims or unapproved change orders.
Revenues from the design, fabrication and installation of equipment are recorded when the products are completed
and accepted by the customer or the services are rendered and collection is reasonably assured. Any foreseeable losses
on contracts are charged to operations at the time they become evident. Revenues from the sale of used equipment
are recognized when title passes from the Group to its customers and collection is reasonably assured. Revenues from
operating leases are recognized over the lease term including estimated renewal periods.
Other revenues are recognized when earned in accordance with IAS 18.
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Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
Amounts reported in thousands (000’s) except per share amounts
Income taxes
Tax expense is comprised of two components; current tax expense and deferred tax expense.
Current tax
Recoverable tax assets or current tax liabilities represent the tax authorities’ obligations or claims for prior or current
periods which are not received or paid at the end of the reporting period. Current tax is based on taxable income which
differs from accounting income by definition. Recoverable tax assets or current tax liabilities are measured using the
tax rates that have been enacted or substantially enacted by the end of the reporting period.
Deferred tax
Deferred tax is determined based on differences between the carrying amounts of the assets and liabilities in the
consolidated financial statements and the corresponding tax bases used in the calculation of taxable income. Deferred
tax assets or liabilities are measured based on tax rates that have been enacted or substantially enacted by the end of
the reporting period, and that are expected to apply to the period when the asset is realized or the liability is settled.
Deferred tax assets or liabilities are recognized for all deductible or taxable temporary differences arising if it is probable
that the temporary difference will reverse in the foreseeable future and that taxable profit will be available against
which the temporary difference(s) can be utilized.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to offset current tax assets
against current income tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation
authority.
Investment tax credits
Federal and provincial investment tax credits are accounted for as a reduction to the corresponding expenditures and
assets in the period in which the credits are earned and when there is reasonable assurance that the credits can be used
to recover taxes.
Non-current assets held for sale and discontinued operations
Non-current assets and disposal groups classified as held for sale are measured at the lower of their carrying amount
and fair value less costs to sell. Non-current assets and disposal groups are classified as held for sale if their carrying
amounts will be recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the asset or disposal group is available for immediate sale in
its present condition. Management must be committed to the sale, which should be expected to qualify for
recognition as a completed sale within one year from the date of classification.
In the consolidated statement of comprehensive income of the reporting period, and of the comparable period, income
and expenses from discontinued operations are reported separately from income and expenses from continuing
operations, down to the level of profit after taxes. In the consolidated statement of financial position, non-current
assets held for sale have been separately identified.
Property, plant and equipment and intangible assets once classified as held for sale are not depreciated or amortized.
Property, plant and equipment and investment property
Property, plant and equipment are stated at cost, net of any accumulated depreciation, impairment losses and
subsequent reversals (if any). Depreciation is calculated on a straight line basis over the estimated useful lives of the
assets as follows:
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Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
Amounts reported in thousands (000’s) except per share amounts
Buildings (including investment property)
Machinery and equipment (“M&E”)
Vehicles
Office furniture and equipment (“Office Equip”)
Leasehold improvements
Parking lots

25 years
3 to 15 years
1 to 7 years
3 to 10 years
Over the lease period
10 years

The assets' useful lives, residual values and methods of depreciation of assets are reviewed annually, and adjusted
prospectively, if appropriate.
Investment property is held to earn rental income and for capital appreciation. It is recognized at cost less accumulated
depreciation and accumulated impairment losses. With the exception of land, which is not depreciated, investment
property is depreciated using the straight-line method over its useful life (25 years). Useful lives and residual values are
revised annually or when warranted by the circumstances.
Leases
Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased
item, are capitalized at the commencement of the lease at the fair value of the leased property or, if lower, at the present
value of the minimum lease payments. Lease payments are apportioned between finance charges and reduction of the
lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are
recognized in finance costs in the consolidated statement of comprehensive income.
Leased assets are depreciated over the useful life of the asset. However, if there is no reasonable certainty that the
Group will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the estimated
useful life of the asset and the lease term.
Operating lease payments are recognized as an expense in the consolidated statement of comprehensive income on a
straight-line basis over the lease term.
Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a
substantial period of time, which the Group considers to be 12 months or more, to get ready for its intended use or sale
are capitalized as part of the cost of the respective assets. All other borrowing costs are expensed in the period they
occur. Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing of funds.
Intangible assets
Intangible assets are initially recognized when the recognition criteria outlined in IAS 38 – Intangible Assets are met. IAS
38 outlines the recognition criteria as well as the nature of the amounts to be recognized.
Internally generated intangible assets are measured on initial recognition at cost. Following initial recognition, intangible
assets are carried at cost less any accumulated amortization and any accumulated impairment losses. The useful lives
of intangible assets are assessed as either finite or indefinite. Intangible assets with finite useful lives are amortized
over the useful economic life and assessed for impairment whenever there is an indication that the intangible asset may
be impaired. The amortization method and amortization period of an intangible asset with a finite useful life is reviewed
at least annually. Change in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset are accounted for by changing the amortization period or method, as appropriate, and are treated
as changes in accounting estimates. The amortization expense on intangible assets with finite useful lives is recognized
in the consolidated statement of comprehensive income.
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December 31, 2015 and 2014
Amounts reported in thousands (000’s) except per share amounts
Finite life intangible assets are amortized on a straight-line basis over the estimated useful lives of the related assets as
follows:
Internally developed product designs
Internally generated patents

3 - 7 years
5 - 7 years

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognized in the consolidated statement of comprehensive
income when the asset is derecognized.
Impairment of non-financial assets
At the end of each reporting period, the Group assesses whether there is any indication that the non-current assets have
been impaired. If any such indication exists, the recoverable amount of the asset is determined. An impairment loss is
recognized in profit or loss when the carrying amount of the asset exceeds its recoverable amount.
If it is not possible to estimate the recoverable amount of the individual asset, the Group determines the recoverable
amount of the cash-generating unit to which the asset belongs. The recoverable amount of an asset is the higher of its
fair value less costs to sell and its value in use. In the measurement of the value in use, estimates of future cash flows
are discounted at their present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset for which estimates of cash flows have not been adjusted.
Cash and cash equivalents
All highly liquid temporary cash investments with an original maturity of three months or less when purchased are
considered to be cash equivalents.
Inventory
Inventory is comprised of raw materials, work in progress and finished goods. Inventory is valued at the lower of cost
and net realizable value, using an average cost basis. Net realizable value is the estimated selling price in the ordinary
course of business, less estimated costs of completion and the estimated costs necessary to make the sale. When the
circumstances that previously caused inventories to be written down below cost no longer exist or when there is clear
evidence of an increase in selling prices, the amount of the write down previously recorded is reversed.
Financial instruments
Financial assets and liabilities are initially recognized at fair value and subsequently recognized according to their
classification. The classification depends on the intention with which the financial instruments were acquired and their
characteristics. Unless specific circumstances permitted under IFRS are present, the classification is not modified after
initial recognition.
Hierarchy of fair value measurements
The Group classifies its financial assets and liabilities measured at fair value into three levels according to the
observability of the inputs used in their measurement.
Level 1
Values based on unadjusted quoted prices in active markets that are accessible at the measurement date for identical
assets or liabilities.
Level 2
Values based on quoted prices in markets that are not active or model inputs that are observable either directly or
indirectly for substantially the full term of the asset or liability.
Level 3
Values based on prices or valuation techniques that require inputs that are both unobservable and significant to the
overall fair value measurement.
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Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
Amounts reported in thousands (000’s) except per share amounts
Financial assets
Financial assets are classified into the following specified categories:
Financial assets at fair value through profit or loss ["FVTPL"] - Financial assets classified as assets held for trading are
recognized at fair value at each reporting period date, and any change in the fair value is reflected in profit or loss in the
period during which these changes take place.
Loans and receivables - Financial assets classified as loans and receivables are accounted for at amortized cost using the
effective interest rate method. Interest income is included in profit or loss over the expected life of the financial asset.
Held-to-maturity investments - Bonds with fixed or determinable payments and fixed maturity dates where the Group
has a positive intent and ability to hold to maturity are classified as held-to-maturity investments. Held-to-maturity
investments are recorded at amortized cost using the effective interest method less impairment, with revenue
recognised on an effective yield basis.
Available for sale assets - Financial assets classified as available-for-sale are recorded at fair value, and the gains/losses
resulting from the revaluation at the end of each period are recognized in other comprehensive income. Upon
derecognition, all cumulative gains or losses previously recognized in accumulated other comprehensive income are
reflected in comprehensive income.
Impairment of Financial Assets
Financial assets, other than FVTPL, are assessed for indicators of impairment at the end of each reporting date. Financial
assets are impaired where there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash flows of the investment have been impacted.
For financial assets carried at amortized cost, the amount of the impairment is the difference between the asset’s
carrying amount and the present value of estimated future cash flows, discounted at the original effective interest rate.
The carrying amounts of all financial assets are reduced by the impairment loss directly with the exception of trade
receivables where the carrying amount is reduced through the use of an allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
With the exception of available-for-sale equity instruments, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the impairment loss was
recognised, the previously recognised impairment loss is reversed through profit or loss to the extent the carrying
amount of the investment at the date the impairment is reversed does not exceed what the amortized cost would have
been had the impairment not been recognised.
In respect of available-for-sale equity instruments, any subsequent increase in fair value after an impairment loss is
recognised directly in equity.
Derecognition of financial assets
The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or it
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all the risks and rewards of ownership of the financial asset and
continues to control the transferred asset, the Group recognises its retained interest in the asset and an associated
liability for amounts it may have to pay. If the Group retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise the financial asset and also recognises a collateralised
borrowing for the proceeds receivables.
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Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
Amounts reported in thousands (000’s) except per share amounts
Financial liabilities and equity instruments
Financial liabilities and equity instruments issued by the Group are classified according to the substance of the
contractual arrangements entered into and the definitions of a financial liability and an equity instrument.
Financial liabilities
Financial liabilities are classified as either financial liabilities at fair value through profit or loss or other financial liabilities.
Financial liabilities are classified as at fair value through profit or loss if the financial liability is either held for trading or
it is designated as such upon initial recognition.
Other financial liabilities
Accounts payable and accrued liabilities are initially measured at fair value, net of transaction costs, and are
subsequently measured at amortized cost, where applicable, using the effective interest method, with interest expense
recognised on an effective yield basis.
Interest-bearing bank loans and overdrafts are initially measured at fair value, and are subsequently measured at
amortized cost, using the effective interest method. Any difference between the proceeds (net of transaction costs) and
the settlement or redemption of borrowings is recognised over the term of the borrowings in accordance with the
Group’s accounting policy for borrowing costs.
Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or
they expire.
Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all of
its liabilities. Equity instruments are recorded at fair value determined using the perspective of a market participant at
the measurement date which is typically the proceeds received. Direct issue costs are deducted from this value.
Convertible debentures
The proceeds from the offerings of convertible debentures are recognized as a liability component and an equity
component, which represents the fair value of equity and the fair value of the financial liability from the fair value of the
convertible debentures issued. The fair value of the financial liability is estimated by comparing the stated interest rate
on the debentures to the prevailing market rates for non-convertible debt with all other terms and conditions consistent
to the underlying debenture.
Warrants
Warrants granted in connection with issuing common shares and convertible debentures are recorded at fair value on
the date of grant using the Black-Scholes option-pricing model or other appropriate measure. The component of the
capital raised attributable to the fair value of the warrants is recorded in the corresponding period to contributed
surplus. Any consideration paid by the warrant holder on exercise of the warrant is credited to share capital and
contributed surplus is decreased.
Derivative financial instruments
The Group enters into derivative financial instruments to manage its exposure to foreign exchange rate risk, comprising
foreign exchange forward contracts and options. Derivatives are initially recognised at their fair values at the date the
derivative contract is entered into and are subsequently re-measured to their fair values at the end of each reporting
period. The Group’s derivatives are not designated or do not qualify for hedge accounting, any subsequent change in
fair value is recognized in income.
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December 31, 2015 and 2014
Amounts reported in thousands (000’s) except per share amounts
Transaction costs
Transaction costs related to financial instruments that are not classified as assets and liabilities at fair value through
profit and loss, are recognized on the consolidated statement of financial position as an adjustment to the cost of the
financial instrument upon initial recognition and amortized using the effective interest rate method. Deferred financing
expenses related to revolving loans and recognized under non-current assets are amortized over the financing period.
Earnings per share
The computation of earnings per share is based on the weighted average number of shares outstanding during the
period. Diluted earnings per share are computed in a similar way to basic earnings per share except that the weighted
average shares outstanding are increased to include additional shares assuming the exercise of share options, share
appreciation rights and convertible debt options, if dilutive.
Share-based compensation plans
Employees of the Group may receive remuneration in the form of stock options. Awards granted under the Group’s
stock option plan are recognized in comprehensive income using the fair value method using the Black Scholes method
for option valuation.
Equity settled transactions
The cost of equity settled transactions is recognized, together with a corresponding increase in other capital reserves,
in equity, over the period in which the performance and/or service conditions are fulfilled.
When options, warrants and other share-based compensation awards are exercised or exchanged, the amounts
previously credited to contributed surplus are reversed and credited to shareholder’s equity. The amount of cash, if
any, received from participants is also credited to shareholder’s equity.
The dilutive effect of outstanding options is reflected as additional share dilution in the computation of diluted earnings
per share.
Reportable segments
A reportable business segment is a component of the Group that engages in business activities from which it may earn
revenues and incur expenses including revenues and expenses that relate to transactions with any of the Group’s other
segments. All inter-segment transactions are accounted for at fair value. All operating segments’ operating results are
reviewed regularly by the Group’s Chief Executive Officer to make decisions about resources to be allocated to the
segment and assess its performance, and for which discrete financial information is available. The Group has four main
reportable segments; Media-Based Attractions, Manufactured Products, Steel Fabrication Services and Corporate
segment. The operating segments are described below.
Operating Segment

Description

Media-based Attractions

Design and manufacture complex ride systems, telescopes and custom machinery
and equipment. Turn key supplier of premium entertainment attractions and
provider of parts and service of amusement park attractions. Leased production
facilities in Port Coquitlam, BC. Leased sales offices in Orlando FL, Arlington, TX and
Toronto, ON.

Manufactured Products

Manufacture hydrovac trucks for excavation service providers to the oil and gas
industry and the municipal market. Leased production facility is in Stettler, AB and a
sales office located in Calgary, AB.
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Operating Segment

Description

Steel Fabrication Services

Structural steel fabrication and installation. Fabrication of tanks, pressure vessels and
other specialty carbon and stainless steel products. One owned production facility
west of Edmonton, AB and a leased sales office in Edmonton, AB as well as a leased
production facility in Winnipeg, MB.

Corporate

Head office located in Winnipeg. Executive management, managerial and financial
oversight, business development and compliance requirements for the overall
organization as well as management services to the other operating segments.

Post-retirement benefit plans
The Group contributes to retirement savings plans subject to maximum limits per employee. The Group accounts for
such defined contributions as an expense in the period in which the contributions are required to be made. The Group
does not have any defined benefit plans.
3. Significant accounting judgements, estimates and assumptions
The preparation of the consolidated financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of assets, liabilities, income, expenses and the disclosure of contingent
liabilities. Actual results could differ from those judgements, estimates and assumptions. The items whose actual results
could differ significantly from those judgements, estimates and assumptions are described below.
Critical judgements made in applying the Group’s accounting policies
Cash generating units
For the purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash inflows. Management determines which groups of assets are capable of generating cash inflows that
are largely independent of other operations within the Group.
Key sources of estimation uncertainty
Revenue recognition
The percentage of completion method and the revenue to be recognized are determined on the basis of estimates for
which the Group has implemented an internal financial budgeting and reporting system which relies on historical
experience. The Group reviews the estimates of contract revenue and contract costs as of each reporting date. Contract
losses are recognized as soon as they are identified.
The determination of anticipated costs for completing a contract is based on estimates that can be affected by a variety
of factors such as potential variances in scheduling and cost of materials along with the availability and cost of qualified
labour and subcontractors, productivity, and possible claims from subcontractors.
The determination of anticipated revenues includes the contractually agreed revenue and may also involve estimates of
future revenues from claims and unapproved change orders if such additional revenues can be reliably estimated and it
is considered probable that they will be recovered. A change order results from a change to the scope of the work to be
performed compared to the original contract that was signed. An example of such contract variation could be a change
in the specifications or design of the project, whereby costs related to such variation might be incurred prior to the
client’s formal contract amendment signature. A claim represents an amount expected to be collected from the client
or a third-party as reimbursement for costs incurred that are not part of the original contract. In both cases,
management’s judgments are required in determining the probability that additional revenue will be recovered from
these variations and in determining the measurement of the amount to be recovered. As at December 31, 2015, the
Group has estimated that revenues of $nil (2014 – $nil) will be recovered on specific contract variations and claims. The
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Group has recognized construction costs in the amount of $nil (2014 - $nil) in the consolidated statement of
comprehensive income for which no associated revenue has been recognized. Revenues associated with these
construction costs will be recognized if management believes the receipt of such revenues is probable and the amount
to be received can be measured reliably.
Allowance for doubtful accounts
Given the nature of business and the credit terms provided to customers, estimates and judgements are inherent in the
on-going assessment of the recoverability of some accounts receivable. The Group maintains an allowance for doubtful
accounts to reflect expected credit losses. The Group is not able to predict changes in the financial conditions of its
customers and the Group’s judgement related to the recoverability of accounts receivable may be materially impacted
if the financial condition of the Group’s customers deteriorates.
Assets and liabilities held for sale
The Group classifies assets held for sale when the criteria outlined in IFRS 5 are satisfied. The criteria to be satisfied are
as follows:
1. The carrying amount of the assets to be classified as held for sale will be principally recovered through the
proposed transaction;
2. The assets to be classified as held for sale are available for immediate sale;
3. The sale is highly probable; and
4. The Group is committed to a plan to sale the assets to be classified as held for sale.
As of December 31, 2015 the Group has not designated any assets as held for sale
Valuation of inventory
Estimates and judgements are inherent in the determination of the net realizable value of inventories. The cost of
inventories may not be fully recoverable if they are damaged or if the selling price of the inventory is less than its cost.
The Group regularly reviews its inventory quantities and reduces the cost attributed to inventory no longer deemed to
be fully recoverable. Estimates related to the determination of net realizable value may be impacted by a number of
factors including market conditions.
Share-based payments
The Group measures the cost of share-based payments to employees by reference to the fair value of the equity
instruments at the date on which they are granted. Estimating fair value for share-based payment transactions requires
determining the most appropriate valuation model, which is dependent on the terms and conditions of the grant. This
estimate also requires the determination of the most appropriate inputs to the valuation model including the expected
life of the share option, volatility and dividend yield and making assumptions about them.
Intangible assets
Expenditures of research activities, undertaken with the prospect of gaining new technical knowledge and
understanding, is recognized in profit or loss as incurred (note 18). Development activities involve a plan or design for
the production of new or substantially improved products and processes. Development expenditure is capitalized only
if development costs can be measured reliably, the product of process is technically and commercially feasible, future
economic benefits are probable and the Group intends to and has sufficient resources to complete development and to
use or sell the asset (note 8).
Impairment of non-financial assets
The Group's impairment test is based on value in use calculations that use a discounted cash flow model. The cash flows
are derived from the forecast and do not include restructuring activities that the Group is not yet committed to or
significant future investments that may enhance the performance of the cash generating unit being tested. The
calculation is sensitive to the discount rate applied as well as the expected future cash inflows.
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Useful lives of key property, plant and equipment, investment property and intangible assets
Estimated useful lives of property, plant and equipment, investment property and intangible assets are based on
management’s judgment and experience. When management identifies that the actual useful lives for these assets differ
materially from the estimates used to calculate depreciation and amortization, that change is adjusted prospectively.
Asset lives, depreciation and amortization methods, and residual values are reviewed periodically.
The Group periodically assesses the recoverability of values assigned to long-lived assets after considering potential
impairment indicated by such factors as significant changes in technological, market, economic or legal environment,
business and market trends, future prospects, current market value and other economic factors. In performing its review
of recoverability, management estimates either the value in use or fair value less costs to sell.
Deferred Taxes
The Group accounts for income taxes using the asset and liability method. Under this method, deferred tax assets and
liabilities are recognized based on deductible or taxable temporary differences between the carrying amounts and tax
bases of the assets and liabilities. Deferred tax assets and liabilities are measured using substantially enacted tax rates
expected to apply in the years in which the temporary differences are expected to reverse. If the estimates and
assumptions are modified in the future, the Group may be required to reduce or increase the value of deferred tax
assets or liabilities resulting in, where applicable, an income tax expense or recovery. The Group regularly evaluates
deferred tax assets and liabilities. As at December 31, 2015 the Group has an asset of $5,910 (2014 - $5,023) pertaining
to projected future use based on management’s budget and estimates. Management has recorded investment tax
credit using costs and project methodologies that had been previously accepted as filed.
4. Standards issued but not yet effective
As of January 1, 2016 or later dates, the Company will be required to adopt certain standards and amendments issued
by the IASB as described below, for which the Company is currently assessing the impact. Standards and interpretations
that have recently been issued or amended but are not yet effective have not been adopted by the Company for these
consolidated financial statements. The Company reasonably expects the following standards to be applicable to its
consolidated financial statements at a future date as listed below:
IFRS 9 Financial instruments
IFRS introduces new requirements for classifying and measuring financial assets and financial liabilities. Under IFRS
9 financial assets are classified and measured based on the business model in which they are held and the
characteristics of their contractual cash flows. IFRS 9 also introduced additional changes related to the financial
liabilities. The standard is effective for annual periods beginning on or after January 1, 2018. The Company is
currently assessing the impact of these amendments on its consolidated financial statements.
IFRS 15 Revenue from contracts with customers
IFRS 15, issued in May 2014, specifies how and when entities recognize revenue, as well as requires more detailed
and relevant disclosures. IFRS 15 supersedes IAS 11 Construction contracts, IAS 18 Revenue, IFRIC 13 Customer loyalty
programmes, IFRIC 15 Agreements for the construction of real estate, IFRIC 18 Transfers of assets from customers
and SIC-31 Revenue – barter transactions involving advertising services. The standard provides a single, principles
based five-step model to be applied to all contracts with customers, with certain exceptions. The five steps are:
1.
Identify the contract(s) with the customer.
2.
Identify the performance obligation(s) in the contract.
3.
Determine the transaction price.
4.
Allocate the transaction price to each performance obligation in the contract.
5.
Recognize revenue when (or as) the entity satisfies a performance obligation.
IFRS 15 is effective for annual periods beginning on or after January 1, 2018. The Group is currently assessing the
impact of this standard on its consolidated financial statements.
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IFRS 16 Leases
IFRS 16 - Leases replaces IAS 17 - Leases and requires lessees to account for leases on balance sheet by recognizing a
right of use asset and a lease liability. Lessor accounting, however, remains largely unchanged and the distinction
between operating and finance leases is retained. The standard is effective for annual periods beginning on or after
January 1, 2019, with earlier adoption permitted. The Group is currently assessing the impact of this standard on its
consolidated financial statements.
5. Accounts receivable
Dec 31, 2015
Trade
Unbilled construction contract receivables (note 6)
Other receivables
Associates and other related parties
Allowance for doubtful accounts

Dec 31, 2014

16,503
28,569
1,125
-

15,645
24,065
838
100
(7)

46,197

40,641

The Group’s breakdown of the aging of trade accounts receivables is as follows:
Dec 31, 2015
< 30 days
> 30 days
> 60 days
> 90 days
Holdbacks

Dec 31, 2014

4,655
2,857
2,643
2,014
4,334

4,008
4,022
2,285
2,401
2,929

16,503

15,645

6. Construction contracts
Dec 31, 2015
Construction costs incurred and estimated profits, less recognized losses
to date
Less: Progress billings

Dec 31, 2014

192,283

140,873

(183,304)

(126,161)

8,979

14,712

28,569
(19,590)

24,065
(9,353)

8,979

14,712

Items recognized and included in the consolidated financial statements
as:
Unbilled construction contract receivables (note 5)
Deferred revenue from construction contracts
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7. Inventories
Inventories are comprised of the following:
Dec 31, 2015

Dec 31, 2014

1,150
3,526
1,603
6,279

Work-in-process
Raw Materials
Finished goods

2,202
3,998
708
6,908

During the year, the Group recorded inventory write-downs of $97 (2014 - $191). The amount of inventories recognized
as an expense within cost of goods sold is $13,702 (2014 - $22,116).
8. Intangible assets
Product
Design
Opening cost balance December 31, 2013
Additions
Ending cost balance December 31, 2014

Patents

Total

579
1,205
1,784

204
433
637

783
1,638
2,421

48
345
393

45
45

48
390
438

Opening net book value December 31, 2013
Ending net book value December 31, 2014

531
1,391

204
592

735
1,983

Opening cost balance December 31, 2014
Additions
Investment tax credits
Ending cost balance December 31, 2015
Opening amortization balance December 31, 2014
Amortization expense for the year
Ending amortization balance December 31, 2015

1,784
2,093
(203)
3,674
393
522
915

637
1,399
(44)
1,992
45
262
307

2,421
3,492
(247)
5,666
438
784
1,222

Opening net book value December 31, 2014
Ending net book value December 31, 2015

1,391
2,759

592
1,685

1,983
4,444

Opening amortization balance December 31, 2013
Amortization expense for the year
Ending amortization balance December 31, 2014

The Group has designated certain proprietary product designs and other items under development that will be
patented as internally generated intangible assets in the Group’s Media-based attractions and Manufactured Products
segment.
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9. Property, plant and equipment and investment property
Land
$

Building
$

M&E
$

Office
Equip.
$

Leaseholds
$

Vehicles
$

Parking
Lots
$

Total
$

COST
Balance, December 31, 2013
Additions
Other long-term assets transferred to
property, plant and equipment
Disposals
Balance, December 31, 2014

850
-

2,881
115

10,954
1,610

3,111
200

1,576
148

357
8

45
-

19,774
2,081

850

2,996

81
(474)
12,171

3,311

1,724

(15)
350

45

81
(489)
21,447

DEPRECIATION
Balance, December 31, 2013
Depreciation charge for the year
Disposals
Balance, December 31, 2014

-

772
100
872

6,673
631
(451)
6,853

2,531
241
2,772

657
173
830

300
19
(15)
304

23
3
26

10,956
1,167
(466)
11,657

Net book value, December 31, 2014

850

2,124

5,318

539

894

46

19

9,790

COST
Balance, December 31, 2014
Additions
Investment tax credits received
Disposals
Balance, December 31, 2015

850
850

2,996
1,108
4,104

12,171
1,379
(81)
(231)
13,238

3,311
1,144
(101)
4,354

1,724
1,034
2,758

350
71
(2)
419

45
45

21,447
4,736
(81)
(334)
25,768

DEPRECIATION
Balance, December 31, 2014
Depreciation charge for the year
Disposals
Balance, December 31, 2015

-

872
130
1,002

6,853
684
(230)
7,307

2,772
285
(53)
3,004

830
213
1,043

304
27
(2)
329

26
4
30

11,657
1,343
(285)
12,715

Net book value, December 31, 2015

850

3,102

5,931

1,350

1,715

90

15

13,053

During the year, the group recorded revenue of $75 from the investment property (2014 - $68) with recoverable direct
operating expenses of $35 (2014 - $52). Included in depreciation expense for the year is depreciation of $21 relating to
the investment property (2014 - $21). The Group estimates that the net book value of investment property consisting
of land of $190 (2014 - $190) and the net book value of the building of $415 (2014 - $436) which the Group estimates
approximates the fair value.
Fully amortized items of property, plant and equipment with a historical cost of $2,709 (2014 - $2,341) are still in use by
the Group.
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10. Investment in associates
Dec 31, 2015
Equity accounted for investments:
ACE Industrial Services Ltd (49% ownership)
Beginning balance
Current year equity earnings

1,964
26
1,990

Dec 31, 2014

1,853
111
1,964

The Group has a 49% interest in Athabasca Chipewyan Empire Industrial Services Ltd. (“ACE”), Fort McMurray, Canada,
which is involved in the steel fabrication and installation business and provides multi-trade industrial construction as
well as maintenance services. The Group’s interest in ACE includes its wholly owned subsidiary, Lemax Machine and
Welding Inc. ACE is a private entity that is not listed on any public exchange and as such its independent fair value is not
readily determinable.
The tables below disclose the assets and liabilities as at December 31, 2015 and December 31, 2014 and income and
expenses of ACE for the year ended December 31, 2015 and 2014:
Dec 31, 2015
ACE's statement of financial position
Current assets
Non-current assets
Current liabilities
Non-Current liabilities
Equity

ACE's revenue and profit (loss)
Revenue
Profit

Dec 31, 2014

3,059
2,407
(1,269)
(2,190)
2,007

4,073
2,578
(1,991)
(2,707)
1,953

Dec 31, 2015

Dec 31, 2014

9,561
54

15,870
226

The Group has outstanding long-term advances to ACE Industrial Services Ltd. of $885 (2014 - $934). The unsecured
advances accrue interest at 8% per annum with no specified repayment terms. During the year, the Group earned $77
(2014 - $69) in interest income from ACE Industrial Services Ltd and management fees of $60 (2014 - $160).
The Group has a 45% interest in Dongguan Qiguang Dynamic Steel Structures Ltd (“QDSL”), in Dongguan, Guangdong
P.R. China which is involved in the steel fabrication and installation business in China which the Group has assessed as
immaterial. QDSL is a private entity and is not listed on any public exchange. The Group’s share of future equity earnings
will be applied to the principal of the limited recourse loan owing to Qiguang Investment (HK) Limited until such time as
the principal is repaid in full (note 14). The Group assessed the current fair value of the investment at $nil (2014 - $nil).
The Group is not exposed to any additional losses beyond its initial investment amount. The Group has not disclosed
any financial information for QDSL as financial information is not available at the date of release.
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11. Accounts payable and accrued liabilities
Dec 31, 2015

Dec 31, 2014

19,746
1,952
315
131
22,144

Accounts payable and accrued liabilities
Accrued wages, vacation and bonuses payable
Commodity and other taxes payable
Deferred revenue

18,580
1,708
340
20,628

12. Bank indebtedness and bank operating lines
The Group’s cash balance of $81 (2014 - $31) represents funds on deposit. At December 31, 2015, the Group had total
draws on its bank operating lines of credit of $6,391 (2014 - $9,785). Advances on the facility are payable on demand
and bear interest at prime plus 1.5%. The overdraft facility with a limit of $15,000 (2014 - $15,000) is secured by a
general security agreement providing a first security interest in all present and after-acquired property of the Group.
13. Long-term debt
Dec 31, 2015
2,123
450
2,573
(42)
2,531
970
1,561

CIBC term loan
Other finance leases
Deferred finance costs allocated
Less: current portion of long-term debt
Long-term portion

Dec 31, 2014
2,866
306
3,172
(56)
3,116
893
2,223

The CIBC term loan bears interest at prime plus 1.5% and matures on November 1, 2018. The Group makes equal
monthly principal payments of $58 plus accrued interest. The CIBC term loan is part of the same facility described in
note 12 and is secured by general security agreements providing a first security interest in all present and after-acquired
property of the Group. The Group has recorded unamortized financing costs of $42 (2014 - $56) associated with securing
the CIBC term loan as a net reduction of the overall long-term debt balance.
Other finance leases are for shop equipment that bears interest between 4 - 7% with aggregate monthly payments of
$14 maturing between 2016 and 2018. The leases are secured by the assets being leased with a net book value of $602
comprised of $426 of machinery and equipment, $132 of office equipment and $44 of vehicles (2014 - $278 of machinery
and equipment and $136 of office equipment).
The Group’s long-term debt is scheduled to be repaid over the next three years (2016 – $970, 2017 - $865 and 2018 $696).
14. Limited recourse loan
The limited recourse loan was issued on November 14, 2011 in the amount of $711 USD (2015 - $984 and 2014 - $825)
and the proceeds were used to fund the Group’s 45% investment in Dongguan Qiguang Dynamic Steel Structures Limited
(“QDSL”) in Dongguan, Guangdong, P.R. China (note 10). The loan bears interest at 10% per annum payable quarterly.
Security for the loan for Qiguang Investment (HK) Limited is restricted to the Group’s shares of QDSL. There is no term
on the loan and principal repayments for the loan is restricted only to the Group’s share of the equity earnings of QDSL.
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Total interest expense in 2015 of $91 (2014 - $88) has been paid or accrued on the limited recourse loan with accrued
interest of $53 (2014 - $31) recorded in accounts payable at the date of the consolidated statement of financial position.
15. Convertible debentures
The Group has two tranches of subordinate convertible debentures outstanding with a total face value of $970 (2014 $1,020). These debentures are unsecured and subordinated and are convertible into Empire Industries Ltd. common
shares at a conversion price of $0.10. The terms and conditions for each tranche of debentures issued are as follows:
Dec 31, 2015
Maturing on February 13, 2016
Face value
Interest rate
Carrying value
Maturing on December 28, 2016
Face value
Interest rate
Carrying value
Total Carrying value

Dec 31, 2014

520
10.0%
520

520
10.0%
491

450
15.0%
431

500
15.0%
462

951

953

The fair value of the subordinated convertible debentures at December 31, 2015 is $951 (2014 - $953) and is recorded
at amortized cost. Fair value was estimated by comparing the face value of the debentures to the prevailing market
rates for similar non-convertible debt instruments. The residual value of $144 (2014 - $151) is separately recorded in
equity with accumulated accretion of $132 which includes accretion expense in 2015 of $45 (2014 - $33). During the
year, convertible debentures with a face value of $50 were converted into common shares. On February 13, 2016
debentures with a face value of $520 were repaid.
16. Share capital
Common shares
The Group is permitted to issue an unlimited number of common shares without nominal or par value and an unlimited
number of preferred shares. The preferred shares may be issued in one or more series, and the Directors are authorized
to fix the number of shares in each series and to determine the designation, rights, privileges, restrictions and conditions
attached to the shares of each series.
Dec 31, 2015
Common Shares (issued and outstanding - no par value)
Share capital - opening balance
Exercise of stock options and warrants
Conversion of convertible debentures

Dec 31, 2014

259,336,473

258,236,473

7,798
103
54
7,955

7,343
411
44
7,798

In 2015, 600,000 shares were issued through the exercise of stock options for additional cash proceeds of $54. An
additional 500,000 shares issued upon conversion of convertible debentures with a face value of $50. In 2014, 4,000,000
shares were issued as a result of warrants exercised for additional cash proceeds of $285 and 600,000 shares were issued
from exercising stock options for additional cash proceeds of $54. An additional 400,000 shares were issued upon
conversion of convertible debentures with a face value of $40.
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Warrants
The Group has 27,700,000 warrants outstanding from a private placement of common shares in 2013. Each outstanding
warrant entitles the holder to buy one common share at an exercise price of $0.10 per share until July 10, 2018. A
summary of the Group's warrants as at December 31, 2015 and December 31, 2014 and changes during the periods then
ended follows:
Weighted
Dec 31, 2015

Average
Exercise Price

Weighted
Dec 31, 2014

Average
Exercise Price

Balance, beginning of the year

27,700,000

0.10

35,000,000

0.10

Warrants exercised
Warrants expired
Balance, end of the year

27,700,000

0.10

(4,000,000)
(3,300,000)
27,700,000

0.07
0.10
0.10

Exercisable

27,700,000

0.10

27,700,000

0.10

2.52

Weighted remaining average life (years)

3.52

Stock Options
The Group maintains a stock option plan for the benefit of officers, directors, key employees and consultants of the
Group. At December 31, 2015 the Group was permitted to issue up to a maximum of 25,933,647 stock options, being
10% of the outstanding common shares. A summary of the Group’s options as at December 31, 2015 and December 31,
2014 and changes to the years then ended are as follows:

Balance, beginning of the year
Options issued
Options expired
Options forfeited
Options exercised
Balance, end of the year
Exercisable

Dec 31, 2015
21,760,000
3,250,000
(400,000)
(600,000)
24,010,000

Weighted
Average
Exercise Price
0.095
0.10
0.00
0.09
0.09
0.098

Dec 31, 2014
20,923,000
2,500,000
(458,000)
(605,000)
(600,000)
21,760,000

Weighted
Average
Exercise Price
0.11
0.10
0.62
0.10
0.09
0.095

21,843,333

0.098

21,760,000

0.095

Weighted remaining average life (years)

Exercise Price ($)
0.09
0.10
0.11
0.125

Number
Outstanding
10,565,000
10,195,000
1,000,000
2,250,000
24,010,000

Options Outstanding
Weighted
Average
Remaining
Life (years)
2.94
1.35
4.07
4.40
2.45

2.45

3.20

Weighted
Average
Exercise
Price ($)
0.09
0.10
0.11
0.125
0.098

Options Exercisable
Weighted
Average
Number
Exercise
Exercisable
Price ($)
11,565,000
0.09
10,195,000
0.10
333,333
0.11
750,000
0.125
21,760,000
0.096
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The fair value associated with the options granted was calculated using the Black-Scholes model for option valuation. A
summary of the Group’s valuations assumptions, key inputs, valuation results and stock-based compensation details are
as follows:
Year
2011
2013
2014
2015
2015

Vesting
Term
3 Years
Immediate
Immediate
3 Years
3 Years

Assumed
Volatility
139%
149.50%
141.89%
137.59%
134.93%

Risk-free
Rate
2.06%
1.71%
1.33%
0.56%
0.76%

Mkt Price
@ Grant
0.06
0.09
0.095
0.105
0.125

Fair
Value
279
989
208
85
226

2015
SBC
66
140
206

2014
SBC
12
208
220

Contributed surplus
Changes in contributed surplus consisted of the following:
Dec 31, 2015
Balance, beginning of the year
Stock-based compensation expense (net of forfeitures)
Fair value of common share purchase warrants issued
Re-class of fair value of share purchase warrants exercised
Re-class of stock-based compensation expense for options exercised
Balance, end of the year

Dec 31, 2014

3,564
206
(49)
3,721

3,416
220
(23)
(49)
3,564

17. Cost of sales
Dec 31, 2015

Dec 31, 2014

(110,625)
(8,454)
(7,125)
(126,204)

Direct construction costs
Indirect salaries and benefits
Indirect production costs

(101,173)
(6,827)
(8,419)
(116,419)

Included in cost of sales is $1,621 (2014 - $1,630) expensed during the year for defined contribution plans.
18. Selling and administrative expenses
Dec 31, 2015
(9,394)
(7,622)
(114)
(17,185)

Salaries and benefits
General, selling and administrative expenses
Research Expenditures

Dec 31, 2014
(9,495)
(6,831)
(408)
(16,734)

Included in selling and administrative expenses is $119 (2014 - $81) expensed during the year for defined contribution
pension plans.
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19. Finance costs
Dec 31, 2015
(344)
(699)
(45)
(23)
(1,111)

Interest on long-term borrowings
Interest on short-term borrowing and other
Accretion expense
Deferred financing charges

Dec 31, 2014
(379)
(744)
(33)
(81)
(1,237)

20. Other non-operating expenses
Dec 31, 2015
(49)
(112)
(92)
(253)

Loss on disposal of property, plant and equipment
Loss on write-down of note receivable
Miscellaneous income (loss)

Dec 31, 2014
(23)
(86)
(109)

During 2015, the Group elected to write-off a note receivable relating to assets sold in 2013 in the amount of $112 due
to concerns over collectability.
21. Income per share
Income per share for the year ended December 31:
Dec 31, 2015
Net income attributable to shareholders
Effect of diluted securities on net income
Net income from assumed debenture conversion
Diluted net income attributable to shareholders
Basic weighted average number of shares
Effect of diluted securities
Net incremental dilutive shares
Diluted weighted average number of shares
Net earnings per share
Basic
Diluted

Dec 31, 2014

1,370

6,064

122
1,492
258,906,062

132
6,196
255,265,576

11,957,758
270,863,820

21,211,475
276,477,051

0.005
0.005

0.024
0.022

Basic earnings per share is derived by dividing the earnings for the year by the weighted average number of common
shares outstanding for the period. Dilutive earnings per share is derived by dividing the adjusted earnings by the
weighted average number of common shares outstanding assuming all dilutive securities are exercised at the beginning
of the year. In the dilutive earnings per share calculation, earnings is adjusted to reflect finance costs that would not
have been incurred as a result of the assumed conversion of subordinate convertible debentures.
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22. Income tax expense (recovery)
The major components of tax expense (recovery) are as follows:

Dec 31, 2015

Dec 31, 2014

192

15

655

911

-

(3,211)

Total deferred tax expense (recovery)

655

(2,300)

Total income tax expense (recovery)

847

(2,285)

Current tax expense
Deferred tax expense relating to origination and reversal of
temporary differences, unused tax losses, and unused tax credits
Benefit arising from previously unrecognized tax loss, tax
credit, or temporary difference of a prior period used to
reduce deferred tax expense

The reconciliation between income tax expense (recovery) and the product of accounting profit multiplied by the
combined federal and provincial statutory income tax rate is as follows:

Dec 31, 2015
Accounting profit
Combined federal and provincial statutory income tax rate

Dec 31, 2014

2,217

3,779

27.00%

25.64%

599

969

Income tax calculated using combined federal and provincial
statutory income tax rate
Non-deductible expenses

91

76

Non-taxable portion of capital gains

(4)

(15)

(97)

-

Change in tax rates
Benefit arising from previously unrecognized tax loss, tax credit,
or temporary difference of a prior period used to reduce

-

(3,211)

Other

258

(104)

Income tax recovery

847

(2,285)

deferred tax expense
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The amount of deferred tax assets and liabilities in respect of each type of temporary difference and in respect of each
type of unused tax losses and unused tax credits is as follows:

Dec 31, 2013

Recognized
in income
tax
expense

3,674

79
2,225

1,308
-

79
1,308
5,899

42
(892)

1,461
-

121
2,769
5,007

252
-

77
67
466

-

329
67
466

829
(32)
598

-

1,158
35
1,064

3,926

2,914

1,308

8,148

545

1,461

10,154

Deferred tax liabilities :
Accounts receivable
Convertible debentures
Intangible assets
Investment in associate
Investment tax credits
Property, plant and equipment

(655)
(27)
(145)
(154)
(1,530)

(107)
8
(238)
(15)
(313)
51

-

(762)
(19)
(383)
(169)
(313)
(1,479)

(97)
14
(699)
(4)
(435)
21

-

(859)
(5)
(1,082)
(173)
(748)
(1,458)

Total deferred tax liabilities

(2,511)

(614)

0

(3,125)

(1,200)

-

(4,325)

1,415

2,300

1,308

5,023

(655)

1,461

5,829

Deferred tax assets :
Capital leases
Investment tax credits
Non-capital losses
Research and development expenses
Share issuance costs
Other
Total deferred tax assets

Net deferred tax assets

Recognized
in other
expenses Dec 31, 2014

Recognized
in income
tax
expense

Recognized
in other
expenses Dec 31, 2015

23. Operating segments
A description of the Company’s business segments, Media-based Attractions, Steel Fabrication Services, Manufactured
Products and Corporate are included in note 2. Revenue recognition is not consistent between the segments as all
revenues are recognized in the Steel Fabrication services segment and Media-based Attractions segments are
recognized in accordance with IAS 11 – Construction Contracts. Revenue recognition in the Manufacturing and
Corporate segments is in accordance with IAS 18.
The tables below show the segmented performance for the Group from its four operating segments, Media-based
Attractions, Manufactured Products, Steel Fabrication Services and Corporate for the years ended December 31, 2015
and 2014 respectively:
2015

Sales
Cost of goods sold excluding
depreciation and amortization

Mediabased
Attractions
102,961

Manufactured
Products
20,177

Steel
Fabrication
Services
28,148

Corporate
117

Total
151,403

(83,247)

(17,941)

(25,016)

-

(126,204)

19,714

2,236

3,132

117

25,199

(8,049)

(2,362)

(3,596)

(3,178)

(17,185)

Adjusted
Depreciation and amortization expense

11,665
(1,369)

(126)
(328)

(464)
(409)

(3,061)
(21)

8,014
(2,127)

Adjusted EBIT(3)

10,296

(454)

(873)

(3,082)

5,887

Adjusted gross profit(1)
Selling, general and administrative
expenses
EBITDA(2)
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2014

Sales
Cost of goods sold excluding
depreciation and amortization

Mediabased
Attractions
67,754

Manufactured
Products
35,674

Steel
Fabrication
Services
37,475

Corporate
253

Total
141,156

(54,043)

(29,576)

(32,798)

(2)

(116,419)

13,711

6,098

4,677

251

24,737

(7,274)

(2,691)

(4,077)

(2,692)

(16,734)

Adjusted
Depreciation and amortization expense

6,437
(913)

3,407
(242)

600
(381)

(2,441)
(21)

8,003
(1,557)

Adjusted EBIT(3)

5,524

3,165

219

(2,462)

6,446

Adjusted gross profit(1)
Selling, general and administrative
expenses
EBITDA(2)

(1)
(2)
(3)

Adjusted gross profit excludes depreciation and amortization from cost of sales
Adjusted Earnings before finance costs, depreciation and amortization, other items and income taxes expenses
Adjusted Earnings before finance costs, other items and income taxes

The following table breaks down the sales by geographical region:
Dec 31, 2015
Canada
United States
Asia
Middle East/Europe

Dec 31, 2014

43,413
36,701
52,193
19,096

69,451
22,332
38,669
10,704

151,403

141,156

All of the Group non-current assets are located in Canada with the exception of $786 pf property, plant and equipment
located in the United States.
24. Capital disclosure and management
The Group’s objective when managing its long-term capital structure is to strive for a long-term manageable level of
long-term funded debt to total capitalization. The Group sets the amount of capital in proportion to risk. The Group
manages the capital structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Group may issue new
shares, sell redundant or non-core assets or borrow through the issue of long-term debt.
Funded debt is defined as long term debt including finance leases. Tangible net worth includes shareholder’s equity,
subordinate debt such as subordinate convertible debentures and limited recourse loans less intangible assets and
deferred tax assets. The Group’s strategy during the period, which was unchanged from the prior period, was to
maintain its ability to secure access to financing at a reasonable cost. There are external restrictions to capital as lending
limits are based on asset availability and financing agreements that are impacted by covenants. Management actively
monitors these limits to ensure compliance.
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Dec 31, 2015

For the years ended

Dec 31, 2014

970
1,561
2,531

893
2,223
3,116

Shareholders' equity
Convertible debentures
Limited recourse loan
Less: deferred tax assets
Less: intangible assets (net)
Tangible net worth

23,660
951
984
(5,829)
(4,444)
15,322

21,996
953
825
(5,023)
(1,983)
16,768

Capitalization

17,853

19,884

Funded debt/Capitalization

14.2%

15.7%

Current portion of long-term debt including finance leases
Long-term debt including finance leases
Funded debt

25. Financial instruments and risk management
The following table presents information on the Group’s assets and liabilities measured at fair value and discloses the
fair value hierarchy of the valuation techniques used to determine this fair value at December 31, 2015:
Carrying Value
Cash and equivalents
Accounts receivable
Advances to associate
Derivative Financial Instruments
Bank indebtedness
Accounts payable and accrued liabilities
Convertible debentures
Long-term debt
Limited recourse loan

81
46,197
885
(3,751)
(6,391)
(22,144)
(951)
(2,123)
(984)

Fair Value
81
46,197
885
(3,751)
(6,391)
(22,144)
(951)
(2,123)
(984)

Classification

Level

FVTPL
Loans & Rec
Loans & Rec
FVTPL
FVTPL
Other Fin Liab
Other Fin Liab
Other Fin Liab
Other Fin Liab

1
1
1
2
1
1
2
1
2

As at December 31, 2014:
Carrying Value
Cash and equivalents
Accounts receivable
Advances to associate
Derivative Financial Instruments
Bank indebtedness
Accounts payable and accrued liabilities
Convertible debentures
Long-term debt
Limited recourse loan

31
40,641
934
(1,625)
(9,785)
(20,628)
(953)
(2,866)
(825)

Fair Value
31
40,641
934
(1,625)
(9,785)
(20,628)
(953)
(2,866)
(825)

Classification
FVTPL
Loans & Rec
Loans & Rec
FVTPL
FVTPL
Other Fin Liab
Other Fin Liab
Other Fin Liab
Other Fin Liab

Level
1
1
1
2
1
1
2
1
2

The fair values of cash and equivalents, accounts receivable (including advances to associate), bank indebtedness and
accounts payable and accrued liabilities approximate their carrying values given their short-term maturities.
Management has determined that the fair value of long-term debt including finance leases, subordinate convertible
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debentures and limited recourse loans do not materially differ from its carrying value as the majority of such debt is
subject to floating interest rates and current market conditions. The fair value of the derivative financial instruments is
determined by reference to information provided by CIBC who the Group holds the contracts with using recognized
valuation techniques.
Risk management
In the normal course of its business, the Group is exposed to a number of risks that can affect its operating performance.
Management’s close involvement in operations helps identify risks and variations from expectations. As a part of the
overall operation of the Group, management considers the avoidance of undue concentrations of risk. The Group
manages its risks and risk exposures through a combination of financial instruments, insurance, a system of internal and
disclosure controls and sound business practices. The primary types of financial risk which arise are liquidity, credit, and
market risk. These risks and the actions taken to manage them are as follows:
Liquidity risk
Liquidity risk is the risk that the Group cannot meet its financial obligations associated with financial liabilities in full. A
range of alternatives is available to the Group including cash flow provided by operations, additional debt, the issuance
of equity or a combination thereof. The funds are primarily used to finance working capital and capital expenditure
requirements and are adequate to meet the Group’s foreseeable financial obligations associated with financial liabilities.
The following table summarizes the Group’s financial liabilities with corresponding maturity dates as at December 31,
2015:

Accounts payable and accrued liabilities
Deferred revenue from construction
contracts
Bank indebtedness
Long-term debt
Limited recourse loan
Convertible debentures
Derivative financial instruments
Total

Total
22,144

2016
22,144

19,590
6,391
2,573
984
970
3,751
56,403

19,590
6,391
985
970
3,324
53,404

2017
-

2018
-

880
427
1,307

708
708

2019

2020+
-

-

-

984
984

The Group expects to have adequate resources to discharge these financial liabilities. The Group performs a
comprehensive budgeting process which includes a detailed analysis of projected future cash flows based upon but not
limited to historical experience and backlog reports. This process is subject to sensitivity analysis and is periodically
reviewed against recent and past performance.
Credit risk
Credit risk arises from the possibility that customers may experience financial difficulty and be unable to fulfill their
commitments to the Group. For a financial asset, this is typically the gross carrying amount, net of any amounts offset
and any impairment losses. The Group has credit policies to address credit risk on accounts receivable from customers,
which may include the analysis of the financial position of customers and review of credit limits. The Group also reviews
new customer credit history before establishing credit and periodically reviews existing customer credit performance.
The Group may require letters of credit or credit insurance. An allowance for doubtful accounts is established based
upon factors surrounding credit risk of specific customers, historical trends and other information. At December 31,
2015, the Group had one individual customer accounting for approximately 25% of total accounts receivable (2014 –
17%) for which the Group has insured to effectively eliminate the credit risk.
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Market risk
Market risk is the risk that changes in market prices will have an effect on future cash flows associated with financial
instruments. There has been no change to the Group’s exposure to Market risks in the manner in which these risks are
managed or measured. Market risk comprises three types of risk: currency risk, interest rate risk and commodity price
risk.
Currency risk
The Group sells its products, as well as, purchases goods in both Canadian and U.S. currencies. Accordingly, the Group
is exposed to currency risk as it relates to customer accounts receivable balances and trade accounts payable
denominated in U.S. currency. Changes in the applicable exchange rate may result in a decrease or increase in foreign
exchange income or expense. The Group may enter into forward exchange contracts or use other hedging activities to
manage part of the foreign risk exposures relating to customer accounts receivable balances and trade accounts payable
denominated in U.S. currency.
As at December 31, 2015, the Group had USD foreign currency forward contracts for $38,100 (2014 - $23,400) at forward
rates ranging from $1.1150 to $1.3289 maturing monthly through March 31, 2017. The accounts noted below include
amounts denominated in U. S. currency that have been converted to the Canadian dollar equivalent on the balance
sheet date at a rate of $1.3840 per U.S. dollar (2014 - $1.1601):
Dec 31, 2015

Dec 31, 2014

Cash (bank indebtedness) (bank balance less outstanding cheques)
Accounts receivable (including unbilled construction receivables)
Accounts payable & accrued liabilities
Foreign currency forward contracts related to above accounts

4,588
22,852
(6,539)
(38,100)

4,188
17,577
(2,554)
(23,400)

Net foreign currency exposure

(17,199)

(4,189)

(In $000's USD)

For the year ended December 31, 2015, if the Canadian dollar had strengthened 10% percent against the US dollar with
all other variables held constant, net income for the year would have been $1,720 higher (2014 - $419 higher).
Conversely, if the Canadian dollar had weakened 10% percent against the US dollar with all other variables held constant,
net income would have been $1,720 lower (2014 - $419 lower).
Included in revenue are gains on translation of foreign currency monetary assets and liabilities and gains on foreign
currency transactions of $1,522 for the year ended December 31, 2015 (2014 – $1,191).
As at December 31, 2015, the Group has the following forward foreign currency contracts outstanding:
Nominal
Amount
Forward contracts expiring March 31, 2017
Forward contracts expiring October 31, 2016

8,100
30,000
38,100

Forward
Rate
1.1150
1.3289

Fair
Value
(2,137)
(1,614)
(3,751)

The Group’s mark to market liability relating for forward foreign currency contracts increased by $2,126 to $3,751 as at
December 31, 2015. During 2014 the Group’s liability increased by $1,212 to $1,625 as at December 31, 2014. A fair
value liability is created when the actual exchange rate as of the date of these consolidated financial statements is higher
than actual or average rates of the forward contracts outstanding. The size of the liability is influenced by the size of
the rate differential as well as the total amount of contract outstanding. Inversely, if the actual exchange rate is below
the actual or average rates of the forward contracts outstanding a fair value asset will be created.
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Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Group is exposed to interest rate risk primarily through its variable rates on bank
operating lines and long term borrowings. The Group manages exposure to interest rate risk by using a combination of
fixed and floating rate debt instruments.
For the year ended December 31, 2015, if interest rates had been 50 basis points lower with all other variables held
constant, after-tax net income for the period would have been $72 (2014 - $64) higher, arising mainly as a result of lower
interest expenses on variable borrowings. If interest rates had been 50 basis points higher, with all other variables held
constant, after-tax net income would have been $72 (2014 - $64) lower, arising mainly as a result of higher interest
expenses on variable borrowings.
Commodity price risk
Manufacturing costs for the Group's products are affected by fluctuations in the price of raw materials, primarily steel.
In order to manage its risk, the Group implements selling price adjustments in order to match raw material cost changes.
This matching is not always possible as customers react to selling price pressures related to raw material cost
fluctuations according to conditions pertaining to their markets. For long term contracts, the Group may negotiate the
inclusion of a flow through price adjustment clause into contracts whereby the customer agrees to price changes based
on the underlying market value of steel. In order to limit the risk associated with steel price increases, the Group locks
in order prices to the extent possible as soon as contracts are awarded.
The sensitivity analyses in the currency risk and interest rate risk sections above do not take into consideration that the
Group's liabilities are actively managed. Additionally, the financial position of the Group may vary at the time that any
actual market movement occurs or be mitigated by management’s actions to reduce exposure to risks. Other limitations
in the above sensitivity analyses includes the use of hypothetical market movements to demonstrate potential risk that
only represent the Group's view of possible near-term market changes that cannot be predicted with any certainty; and
the assumption that all interest rates move in an identical fashion.
26. Related parties
The Group had sales to an Associate in the amount $259 (2014 - $190), $60 of which were management fees (2014 $160) and purchases from an associate of $4,184 (2014 - $4,188). Also, the Group had $84 of interest expense on
convertible debentures paid or payable to related parties who were individual debenture holders (2014 - $91). These
transactions are in the normal course of operations and are measured at the exchange amount, which is the amount of
consideration established and agreed to by the parties. Compensation awarded to key management included:
Dec 31, 2015
2,339
74
17
2,430

Salary and short-term employee benefits
Post-employment benefits
Share-based payments

Dec 31, 2014
3,077
23
220
3,320

These are wholly owned subsidiaries of the Group.

Empire Iron Works Ltd.
Dynamic Attractions Ltd.
Dynamic Attractions Inc.
1366377 Texas Inc.
Dynamic Optics Inc.
1868480 Alberta Ltd.

Jurisdiction/
Functional
Currency

Ownership (%)

CAN/CAD
CAN/CAD
US/USD
US/USD
CAN/CAD
CAN/CAD

100%
100%
100%
100%
100%
100%

Main Activity
Industrial steel engineering and manufacturing
Media-based attraction integrator
Retail Sales
Holding Company
Holding Company
Holding Company
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27. Subsequent events
On February 1, 2016 the Group announced its proposal to complete transactions whereby the Group will spin-out (the
“Spin-Out Transaction”) to a new corporation (“SpinCo”), its wholly-owned Hydrovac business including all of the
tangible and intangible assets, employees and operations of Tornado Trucks, a division of the Group. The Group also
announced that, SpinCo has closed a private placement of subscription receipts for aggregate gross proceeds of
$7,500. If the Spin-Out Transaction is completed, the aggregate gross proceeds of the subscription receipt private
placements will be used as working capital of SpinCo and a wholly-owned subsidiary of SpinCo to be organized in China
to carry on the Hydrovac business of SpinCo in China.
Subject to legal, tax and financial review, the Group proposes to complete a court approved plan of arrangement (the
"Arrangement") under the Business Corporations Act (Alberta) pursuant to which The Group will spin-out working
capital and fixed assets of the Hydrovac Business to SpinCo (the "Spin-Out Assets"), which assets shall have a value of
no less than $6,000. In consideration of the Spin-Out Assets, Shareholders of the Group will receive shares of SpinCo
("SpinCo Shares") representing 54.5% of the issued and outstanding shares of SpinCo and the Group will receive a
subordinated loan in a principal amount equal to the difference between the value of the Spin-Out Assets and $3,500
(the "Group Loan"), which amount is anticipated to be approximately $3,000. The Group Loan will bear interest at a
rate of 2.7% per annum, payable annually for a term of 7 years. Principal will be payable in an amount of $20 per
month for the first 5 years of the term with lump sum payments of approximately $900 payable on the sixth and
seventh anniversaries of the closing of the Arrangement. The Group Loan will be secured by all personal property of
SpinCo and subordinated to SpinCo's principal lender and convertible into equity of SpinCo under certain conditions
including but not limited to, a default of the terms of the Group Loan that has not been remedied within 60 days and
the approval of the TSX Venture Exchange (the "Exchange"). The conversion price of the Group Loan will be equal to
the volume weighted average trading price of the SpinCo Shares for the 30 days ending on the fifth trading day
preceding conversion.
The Group did not classify the assets associated with proposed transaction as held for sale at the date of these
consolidated financial statements as the Group concluded that the high probability requirement of IFRS 5 was not met
as of December 31, 2016.
28. Guarantees and contingencies
Loan guarantees
The Group is contingently liable under one guarantee given to a third-party lender who has provided certain financing
facilities to associated investments. As at December 31, 2015, the maximum amount of fixed guarantees provided to a
third-party lender on behalf of an affiliated company is $481 (2014 - $822). No liability has been recorded in these
consolidated financial statements related to these guarantees.
Letters of Credit
In the normal course of business, the Group contracted letters of credit for an amount of $6,066 USD as at December
31, 2015 (2014 - $2,989). The Group has a guarantee facility with Export Development Canada to guarantee letters of
credit for performance security and advance payment guarantees issued by the Group on international construction
contracts. The total value of letters of credit disclosed above are guaranteed by this facility. As at December 31, 2015,
the limit on the facility was $10,000 USD and is secured by a general security agreement providing second security
interests in all of the Group’s present and after-acquired property.
Director and officer indemnification
The Group indemnifies its directors and officers against any and all claims or losses reasonably incurred in the
performance of their service to the Group to the extent permitted by law. The Group has acquired and maintains liability
insurance for its directors and officers as well as those of its wholly-owned subsidiaries and certain affiliated companies.
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Other indemnification provisions
From time to time, the Group enters into agreements in the normal course of operations and in connection with business
or asset acquisitions and dispositions. By their nature, these agreements may provide for indemnification of
counterparties. The varying nature of these indemnification agreements prevents the Group from making a reasonable
estimate of the maximum potential amount it could incur. Historically, the Group has not made any significant payments
in connection with these indemnification provisions.
Other contingencies
The Group is subject to various product liability or general claims and legal proceedings covering matters that arise in
the ordinary course of business. All such matters are adequately covered by insurance or by accruals, or are determined
by management to be without merit, or of such kinds or amounts as would not have a material adverse effect on the
financial results of the Group.
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Management’s Discussion and Analysis
The following Management’s Discussion and Analysis (“MD&A”) of financial condition and results of operations of Empire
Industries Ltd. (“EIL” or the “Group”) is supplemental to, and should be read in conjunction with the audited consolidated
financial statements for the fiscal year ended December 31, 2015.
The audited consolidated financial statements and accompanying notes of the Group for the year ended December 31, 2015
have been prepared in conformity with International Financial Reporting Standards (“IFRS”) and require management to
make estimates and assumptions that affect amounts reported and disclosed in such financial statements and related notes.
Unless otherwise indicated, a reference to a year relates to the Group’s fiscal year ended December 31. All amounts are
reported in Canadian dollars unless specifically stated to the contrary. Financial information disclosed in this MD&A is
presented in thousands (000’s) with the exception of percentages and per share data.
The Board of Directors, on the recommendation of the Audit Committee, approved the contents of this MD&A on April 14,
2016. Disclosure contained in this document is current to this date, unless otherwise stated.
Additional information on EIL is available through the System for Electronic Document Analysis and Retrieval (“SEDAR”) at
www.sedar.com

Business Description
The Group’s operations take place primarily through the following wholly owned operating segments:
Operating Segment

Description

Media-based Attractions

Design and manufacture complex ride systems, telescopes and custom machinery and
equipment. Turn key supplier of premium entertainment attractions and provider of
parts and service of amusement park attractions. Leased production facilities in Port
Coquitlam, BC. Leased sales offices in Orlando FL, Arlington TX and Toronto ON.

Manufactured Products

Manufactures Hydrovac trucks for excavation service providers to the oil and gas industry
and the municipal market. Leased production facility is in Stettler, AB and a sales office
located in Calgary, AB.

Steel Fabrication Services

Structural steel fabrication and installation. Fabrication of tanks, pressure vessels and
other specialty carbon and stainless steel products. One owned production facility west
of Edmonton, AB and a leased sales office in Edmonton AB as well as a leased production
facility in Winnipeg, MB.

Corporate

Head office located in Winnipeg. Executive management, managerial and financial
oversight, business development and compliance requirements for the overall
organization.
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In addition to these wholly owned operating segments, the Group holds significant equity interests in two major business
enterprises both aligned with the Group’s Steel Fabrication Services segment:
Enterprise

Business

Athabasca Chipewyan Empire
(ACE) Industrial Services Ltd.
(49%)

Steel fabrication and installation, machining, multi-trade industrial construction and
maintenance services, primarily serving the oil sands market. Facilities are in Fort
McMurray, AB. This is a strategic alliance between the ACDEN (formerly the Athabasca
Chipewyan First Nation Business Group) and Empire Industries Ltd.

Dongguan Qiguang Dynamic
Steel Structures, Ltd. (45%)

Fabrication and installation of complex structural steel projects in China through a Company
owned 55% by Guangdong Qiguang Steel Structures Co. Ltd. and 45% by Empire Industries
Ltd. The Company operates out of a leased facility in the Guangdong Province.

EIL maintains its head office in Winnipeg, Manitoba. The Group’s common shares are listed on the TSX Venture Exchange
under the trading symbol EIL.

Consolidated Financial Results
Twelve months ended

Periods ended Dec 31
2015

2014

151,403
25,199
16.64%
8,014
5.29%
5,887
3.89%

141,156
24,737
17.52%
8,003
5.67%
6,446
4.57%

1,370

0.005
0.005

Quarter ended

Variance

2015

2014

Variance

10,247
462
(0.9%)
11
(0.4%)
(559)
(0.7%)

38,816
8,381
21.59%
3,005
7.74%
2,178
5.61%

36,124
7,186
19.89%
1,847
5.11%
1,407
3.89%

2,692
1,195
1.7%
1,158
2.6%
771
1.7%

6,064

(4,694)

375

2,472

(2,097)

0.024
0.022

(0.019)
(0.017)

0.000
0.000

0.009
0.007

(0.009)
(0.007)

Operating Results:
Revenues
Adjusted gross margin
Adjusted gross margin %
Adjusted EBITDA
Adjusted EBITDA %
Adjusted EBIT
Adjusted EBIT %
Net Income
Per share data:
Profit (loss) per shared (Basic)
Profit (loss) per shared (Diluted)

2015 Overview
Overall, the year ended December 31, 2015 was a good year for EIL with revenue growth of 7.2% compared to the previous
year. This was driven by increased revenues of 52% from the Group’s Media-based Attractions segment. This more than
offset the revenue declines from the Group’s Manufactured Products Segment and Steel Fabrication segments that when
combined, declined by 34%.
The Group’s Adjusted Gross Margin decreased to 16.64% in 2015 from 17.52% in 2014. The Group’s decline in adjusted gross
margin was driven by continued improved performance of its Media-based Attraction segment which was positively impacted
the strengthening US dollar. This increase was offset by declines experienced in the Steel Fabrication and Manufactured
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Products segments. Declines in overall volumes and operating performance were experienced in these two segments were
a direct result of the significant slowdown experienced in the Western Canadian economy in 2015.
The Group’s Adjusted EBITDA remained consistent at $8.0 million in 2015 as compared to $8.0 million in 2014. There was a
$5.2 million improvement in the Media-based Attractions segment’s Adjusted EBITDA from $6.4 million in 2014 to 11.7 million
in 2015. This significant improvement was offset by an Adjusted EBITDA of $4.0 million in 2014 compared to a loss of $0.6
million for the Steel Fabrication and Manufactured Products segments in 2015.
Net income decreased by 77% to $1.4 million in 2015 from $6.1 million in 2014. This decrease in Net Income was driven
largely by Income tax expenses of $0.8 incurred in 2015, compared to income tax recoveries of $2.3 million incurred in 2014
and an increase of the Unrealized loss on derivative financial instruments from 1.2 million in 2014 to 2.1 million in 2015. The
deferred tax recoveries realized in 2014 were a one-time gain, associated with recognizing previously unrecognized deferred
tax assets. Management records deferred tax assets when it concludes that there is a probable expectation of utilization.

4Q15 Overview
The quarter ended December 31, 2015 was a strong quarter with revenue growth of 7.5% over the same period in 2014.
Consistent with the discussion for 2015 as a whole, the drivers behind the revenue increases in 4Q15 were from the Group’s
Media-based Attractions segment (up 83%), offset by revenue declines in the Manufactured Products (down 45%) and Steel
Fabrication operating segments (down 59%).
The Group’s Adjusted Gross Margin increased to 21.6% in 4Q15 compared to 19.89% in 4Q14. The Adjusted Gross Margin
increase in the quarter was driven due to the Group’s Media-based Attractions segment accounting for 75% of the volume in
the fourth quarter of 2015 compared to 44% of the volume in the fourth quarter of 2014.
The Group’s Adjusted EBITDA increased by 63% to $3.0 million as compared to $1.8 million in the same period in 2014, again,
entirely because of the strength of the Media-based Attractions segment more than offsetting the decline in the other two
segments (see the segmented discussion for the details). Net income was down 85% in the quarter compared to previous
year, impacted by income tax expenses in 2015 compared to $2.3 million in deferred tax recoveries realized in 2014 associated
with recognizing previously unrecognized deferred tax assets. Management records deferred tax assets when it concludes
that there is a probable expectation of utilization.

Significant Events
•

On March 2, 2015 and March 4, 2015, the Group announced the award of 3 contracts totaling $66 million USD. Two
contracts totaling $42 million have been awarded for two of the Group’s proprietary Media-based Attractions from
a major theme park in South Asia. The third award totaling $24 million USD to supply one of its proprietary robotic
track rides to a major theme park in the United Arab Emirates. These contracts will be executed over 36 months
from time of contract execution.

•

On May 20, the Group’s Dynamic Attractions business unit announced it has been awarded a contract valued in
excess of US$24 million to supply one of its proprietary attractions to a major theme park in South Asia. This contract
award comes from the same client that purchased two other attractions which were announced by Empire on March
4, 2015. These contracts will largely be executed over 36 months from the time of contract execution.

•

On June 30, the Minister of Industry for Canada announced that the Group’s Dynamic Structures business unit will
receive up to $70 million to build the precision-steel enclosure of the Thirty Meter Telescope (TMT), the world's
largest earth-based telescope, which Canada has agreed to provide as an in-kind contribution towards its share of
the TMT.

•

On September 23, the Group’s shareholders granted authority to proceed with a share consolidation of up to 10 preconsolidation shares for 1 post-consolidation share, at the discretion of the Board. This resolution was passed with
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98.85% of votes cast in favor at the Group’s Annual General and Special Meeting of Shareholders. The Board has
indicated that they will exercise their best judgement in determining when or whether to proceed with the stock
consolidation, and that they will only proceed to implement such a consolidation if the conditions are right.

Subsequent Significant Events
•

On February 1, 2016, the Group announced its proposal to spin out its hydrovac business (the Manufactured
Products segment) into a separate publicly traded company on the TSX Venture Exchange. Empire shareholders will
own 54.5% and a Chinese partner would own the remaining 45.5%. When all of the transactions associated with the
proposal are completed, the spin out company will have approximately $10 million of cash and approximately $6
million of operating assets. Empire also announced that the new spinout company closed a private placement of
subscription receipts for gross proceeds of approximately $5 million.

•

On February 18, 2016, the Group announced that it has engaged Oak Hill Advisors Inc. to provide investor relations
services. The objective of the services is to assist the Group in developing and executing a comprehensive corporate
communications strategy, informing market participants regarding Empire’s business results, growth strategy,
strategic transactions and new contracts as they arise.

•

On March 1, 2016, the Group announced that the hydrovac spin out company, which is now named Tornado Global
Hydrovacs Inc., closed a second private placement of approximately $2.5 million of subscription receipts as part of
the previously announced spin out transaction.

Selected Annual and Quarterly Financial Information
Annual Financial Information
For the years ended

Sales
Profit (loss)
Profit (loss) per share:
Basic
Diluted
Total Assets
Total long-term financial liabilities

2016

2014

2013

151,403
1,370

141,156
6,064

117,795
4,419

0.005
0.005
80,140
2,972

0.024
0.022
68,296
4,001

0.020
0.020
52,321
4,594

-

-

-

Cash dividends declared per common share
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Quarterly Financial Information
For the years ended

Sales
Adjusted EBITDA
Profit (loss)
Profit (loss) per share
Basic
Diluted

2015
Q4

2015
Q3

2015
Q2

2015
Q1

2014
Q4

2014
Q3

2014
Q2

2014
Q1

38,816
3,005
375

42,081
2,012
990

37,297
1,485
890

33,209
1,512
(885)

36,124
1,847
2,472

36,522
2,263
732

34,912
1,523
1,649

33,598
2,370
1,211

0.001
0.001

0.004
0.004

0.003
0.003

(0.003)
(0.003)

0.009
0.007

0.005
0.005

0.005
0.005

0.005
0.005

Liquidity and Capital Resources
Liquidity
For the year ended December 31, 2015, the Group’s continuing operations generated $5.0 million of cash, compared with
$5.1 million of cash in 2014 excluding the impact of changes in non-cash working capital amounts. The Group expects that its
operations will generate sufficient cash on a go forward basis to meet the Group’s obligations.
The Group has a $15.0 million revolving credit facility with CIBC, of which $6.4 million was drawn as of December 31, 2015.
The Group’s marginable assets at December 31, 2015 were $23 million, which is $16.6 million in excess of the Group’s total
draw on the operating line.
The Group made $0.9 million of cash principal repayments during the year. Total long-term debt of $4.5 million as at
December 31, 2015 consisted of $2.1 million of term debt with CIBC, $0.4 million under finance leases, $1.0 million of a
limited recourse loan and $1.0 million of subordinated convertible debentures.

Shareholders’ Equity
Shareholders’ equity of $23.7 million at December 31, 2015 is $1.7 million higher than the shareholders’ equity at December
31, 2014 due largely to the net income in the period as well as proceeds received from stock options and convertible
debentures exercised and stock-based compensation expense for the year. No dividends were declared or paid in the year.
The Group maintains a stock option plan for the benefit of officers, directors, key employees and consultants of the Group.
The Group had 24,010,000 outstanding options at December 31, 2015. The average exercise price of the outstanding options
is $0.098 per share. Of these options, 21,843,333 are currently exercisable at an average exercise price of $0.096 per share.

Market Capitalization
The market capitalization of the Group’s 259,336,473 issued and outstanding common shares at April 14, 2016 was $24.6
million or $0.09 per share, which is greater than the Group’s book value per share of $0.09 at December 31, 2015. The issued
and outstanding common shares at April 14, 2016, together with securities convertible into common shares are summarized
in the table below.
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Fully Diluted Shares
As at April 14, 2016
Issued and outstanding common shares
Securities convertible into common shares
Convertible Debentures
Warrants
Stock Options
Total Securities convertible into common shares

259,336,473
4,500,000
27,700,000
22,720,000
54,920,000

Fully Diluted Shares

314,256,473

Financial Ratios
The following information is based on the data disclosed in Note 24 (Capital Disclosures and Management) from the 2015
Financial Statements:
For the periods ended

Dec 31, 2015

Dec 31, 2014

Current portion of long-term debt
Long-term debt

970
1,561

893
2,223

Long-term funded debt

2,531

3,116

23,660
951
984
(5,829)
(4,444)
15,322
17,853

21,996
953
825
(5,023)
(1,983)
16,768
19,884

14.2%

15.7%

Shareholders' equity
Convertible debentures
Limited recourse loan and subordinate note payable
Less: deferred tax assets
Less: intangible assets
Tangible net worth
Capitalization
Long-term funded debt : Capitalization

The Group’s leverage ratio decreased to 14.4% from 15.7% at December 31, 2014.
The Group’s current ratio (when deducting the fair value of financial instruments) of 1.07 is reduced from the December 31,
2014 ratio of 1.19 due to higher working capital volumes.
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Segment Performance
The Group’s operations consist of four separately identifiable segments, Media-based Attraction, Manufactured Products,
Steel Fabrication Services and Corporate. The performance of the groups operating segments are listed below:

Media-Based Attractions
Twelve months ended

Periods ended Dec 31
2015

Quarter ended

2014

Variance

2015

2014

Variance

67,754
13,711
20.2%
6,437
9.5%
5,524
8.2%

35,207
6,003
(1.1%)
5,228
1.8%
4,772
1.8%

29,297
7,354
25.1%
4,537
15.5%
4,051
13.8%

16,026
5,413
33.8%
2,669
16.7%
2,400
15.0%

13,271
1,941
(8.7%)
1,868
(1.2%)
1,651
(1.2%)

Operating Results:
Revenues
Adjusted gross margin
Adjusted gross margin %
Adjusted EBITDA
Adjusted EBITDA %
Adjusted EBIT
Adjusted EBIT %

102,961
19,714
19.1%
11,665
11.3%
10,296
10.0%

2015 Overview
Over the past four years, The Group has invested heavily in creating and designing its own line of proprietary media-based
attractions to complement its historical business that was providing complex engineering, design and manufacturing solutions
to some the world’s largest theme park customers. The Group has demonstrated the success of its development of its own
proprietary product line through numerous contract awards during this time. In 2015, the Group was executing numerous
contracts for its own proprietary products as well as traditional work for the world’s largest theme park owners..
Revenues for the operating segment increased by 52% to $103.0 million in 2015. The increase in revenues was due largely
to projects that were in the engineering stage in 2014 reaching the production stage in 2015.
The segment’s Adjusted Gross Margin decreased by 1.1% to 19.1% in 2015. The significant growth experienced by the
segment is due to evolving into a more integrated, turn-key provider to its customers, a result of which increases the use of
subcontract firms providing products and services. The increased use of subcontractors, while necessary in order to achieve
the growth in integrated product deliveries, inherently, results in a lower return on total revenue.
Selling and administrative expenses increased by $0.8 million over 2014. This increase in selling, general and administrative
expenses was in part to address the growth in revenues during 2015 but also was to address the future operating plans of
the Media-based Attractions segment. The segment opened two new office locations during 2015, one in Port Coquitlam
and the other in Orlando Florida. The segment has also invested in expanding the services it provides to its customers and
has recently established a creative services component to differentiate even further the segment’s proprietary product line.
Adjusted EBITDA increased by $5.2 million as a result of the factors discussed above. Adjusted EBIT increased $4.8 million
over 2014 as a result of the factors discussed above.

4Q15 Overview
The results for 4Q15 are very strong in comparison the same period of 2014. In large part, the increase is due to 83% increase
in revenue executed in 4Q15 as opposed to 4Q14. In addition to that 4Q15 accounts for 39% of the total annual Adjusted
EBITDA. The nature of the work performed by the segment and its percentage of completion accounting policy regarding
revenue recognition make the quarterly results fluctuate as milestones are achieved on specific projects.
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Manufactured Products
Twelve months ended

Periods ended Dec 31
2015

2014

20,177
2,236
11.1%
(126)
(0.6%)
(454)
(2.3%)

35,674
6,098
17.1%
3,407
9.6%
3,165
8.9%

Quarter ended

Variance

2015

2014

Variance

(15,497)
(3,862)
(6.0%)
(3,533)
(10.2%)
(3,619)
(11.2%)

5,151
475
9.2%
4
0.1%
(190)
(3.7%)

9,398
1,358
14.4%
609
6.5%
556
5.9%

(4,247)
(883)
(5.2%)
(605)
(6.4%)
(746)
(9.6%)

Operating Results:
Revenues
Adjusted gross margin
Adjusted gross margin %
Adjusted EBITDA
Adjusted EBITDA %
Adjusted EBIT
Adjusted EBIT %

2015 Overview
Revenues for the segment decreased 43% over 2014 to $20.2 million in 2015. The decrease in revenue was attributed to the
significant drop in demand for Hydrovac trucks caused by low oil prices and the corresponding reduction in oil production
and associated capital expenditures.
Adjusted Gross Margin percentage declined 6.0% compared to 2014. This decrease was driven by price pressures arising
from the drop in overall demand for Hydrovac trucks and less cost efficiencies at lower production volumes. It is important
to observe that significant operating cost reductions were put into effect early in the year in anticipation of ongoing
reductions expected in truck sales. These proactive steps helped to keep the segment operating at approximately a cash flow
break-even, in-spite of the precipitous reduction in revenue.
Selling and administrative expenses decreased by $0.3 million compared to 2014 as the Group reduced expenditures where
possible in response to the demand reduction.
Adjusted EBITDA decreased by $3.5 million as a result of factors discussed above. The segment’s depreciation expense was
$0.1 million higher than the prior year and thus the decrease in Adjusted EBIT of $3.6 million is also explained by the factors
outlined above.

4Q15 Overview
Revenues and gross margins in the fourth quarter continued to suffer from the same slow demand and resulting price
pressures discussed above. Revenues declined by 45% to $5.2 million in 4Q15 as compared to the same period in the prior
year. Adjusted Gross Margin declined by 5.2% to 9.2% in 4Q15 as compared to the same period in the prior year.
Selling and administrative expenses reduced by $0.3 million compared to the same period in 2014 as expense reduction
measures implemented were fully realized in the quarter.
Notwithstanding these pressures, the segment was able to break even at the Adjusted EBITDA level in the fourth quarter as
the full effect of cost reduction initiatives undertaken throughout the year came to fruition.
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Steel Fabrication
Twelve months ended

Periods ended Dec 31

Quarter ended

2015

2014

Variance

2015

2014

Variance

28,148
3,132
11.1%
(464)
(1.6%)
(873)
(3.1%)

37,475
4,677
12.5%
600
1.6%
219
0.6%

(9,327)
(1,545)
(1.4%)
(1,064)
(3.2%)
(1,092)
-3.7%

4,249
433
10.2%
(567)
(13.3%)
(693)
(16.3%)

10,561
278
2.6%
(752)
(7.1%)
(849)
(8.0%)

(6,312)
155
7.6%
185
(6.2%)
156
(8.3%)

Operating Results:
Revenues
Adjusted gross margin
Adjusted gross margin %
Adjusted EBITDA
Adjusted EBITDA %
Adjusted EBIT
Adjusted EBIT %

2015 Overview
Revenues for 2015 decreased by 25% to $28.1 million compared to $37.5 million in 2014. The decrease in revenue was
attributed to the significant drop in demand for steel fabrication services in western Canada, caused by low oil prices and the
corresponding reduction in capital expenditures.
Adjusted Gross Margins decreased by 1.4% to 11.1% in 2015. This decrease was driven by price pressures arising from the
drop in overall demand for structural steel fabrication in western Canada. In addition, the reduction in volume in 2015
impacted the segment’s ability to absorb its fixed production costs.
Selling and administrative expenses decreased by $0.5 million in 2015 which is approximately a 12% decrease over 2014. This
was a direct result of expense reductions necessary in light of the reduced volume and performance of the segment as
compared to 2014
Adjusted EBITDA decreased by $1.1 million to an Adjusted EBITDA loss of $0.5 million compared to Adjusted EBITDA of $0.6
million in 2014. Even factoring in the current economic circumstances in western Canada, the profit performance of this
segment remains unacceptably low. Management continues to work towards improving the segment’s execution capability
and reduce its cost of production in an effort to realize improved profitability in the future.
Depreciation expense was consistent with the previous year that accounts for the decrease in Adjusted EBIT being consistent
with decrease in Adjusted EBITDA compared to 2014.

4Q15 Overview
Revenues decreased by 60% to $4.2 million in 4Q15 as compared to the same period in 2014. This is largely driven by the
demand factors described above and that the same period of 2014 was much higher than normal. The nature of the work
performed by the segment and its percentage of completion accounting policy regarding revenue recognition make the
quarterly results susceptible to fluctuations as individual milestones are achieved on specific projects.
Adjusted Gross Margins increased by 7.6% to 10.2% in 4Q15. Notwithstanding the percentage increase, this represents an
unacceptably low level of Adjusted Gross Margin in terms of real dollars, and is below the annual Adjusted Gross Margin for
the segment. It shows as an increase from the comparative period because the segment began to experience some challenges
on certain elements of their contracts in the comparative period, requiring its margin projections at completion to be reduced.
Those issues no longer have a material effect of the 4Q15 results.
Selling and administrative expenses in 4Q15 were consistent with the same period of the 2014.
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Adjusted EBITDA and Adjusted EBIT increased by approximately 25% and 18% respectively as a result of the factors outlined
above with depreciation expense remaining consistent with the prior period. Again, the appearance of improvement was
driven by a poor comparative period, rather than by acceptable performance in the current period.

Corporate (non-operating)
Periods ended Dec 31

Twelve months ended

Quarter ended

2015

2014

Variance

2015

2014

Variance

117
117
(3,061)
(3,082)

253
251
(2,441)
(2,462)

(136)
(134)
(620)
(620)

119
119
(969)
(990)

139
137
(679)
(700)

(20)
(18)
(290)
(290)

Operating Results:
Revenues
Adjusted gross margin
Adjusted EBITDA
Adjusted EBIT

2015 Overview
Revenues for the corporate non-operating segment are not material and represent management fees and interest income
earned from the Group’s associate investments.
Selling and administrative expenses increased by $0.5 million in 2015 which is approximately a 18% increase over the prior
year. Selling and administrative expenses are impacted largely by the strategic direction of the Group which is influenced by
a number of strategic initiatives and growth opportunities it is pursuing in a given period.
Adjusted EBITDA and Adjusted EBIT decreased by $0.6 million which was largely attributable to the increase in selling and
administrative expenses over 2014.

4Q15 Overview
Revenues and Adjusted Gross Margin decreased by an immaterial amount over the same period in 2014. Selling and
administrative expenses increased by $0.3 million compared to same period in 2014 which directly caused the Adjusted
EBITDA and Adjusted EBIT to decrease by $0.3 million. The strategic direction of the Group continued to be influenced by a
number of strategic initiatives and growth opportunities it is pursuing in a given period that have temporarily increased the
segment’s operating costs.

Other Matters
Critical Accounting Estimates
The preparation of financial statements in accordance with IFRS necessitates the use of management estimates, assumptions
and judgment that affect reported amounts of assets, liabilities, revenues and expenses and disclosure of contingent assets
and liabilities at the date of the financial statements. Although management reviews its estimates on an ongoing basis, actual
results may differ from these estimates as confirming events occur. The following components of the financial statements
depend most heavily on such management estimates, assumptions and judgment, any changes in which may have a material
impact on the Group’s financial condition or results of operations. For more information about certain assumptions and risks
that may affect these estimates, assumptions and judgments, please see the “Forward Looking Information” section of this
MD&A.
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Revenue Recognition
The percentage of completion method and the revenue to be recognized are determined on the basis of estimates for which
the Group has implemented an internal financial budgeting and reporting system which relies on historical experience. The
Group reviews the estimates of contract revenue and contract costs as of each reporting date. Contract losses are recognized
as soon as they are identified.

Cash generating units
For the purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash inflows. Management determines which groups of assets are capable of generating cash inflows that are largely
independent of other operations within the Group.

Allowance for doubtful accounts
Given the nature of business and the credit terms provided to customers, estimates and judgements are inherent in the ongoing assessment of the recoverability of some accounts receivable. The Group maintains an allowance for doubtful accounts
to reflect expected credit losses. The Group is not able to predict changes in the financial conditions of its customers and the
Group’s judgement related to the recoverability of accounts receivable may be materially impacted if the financial condition
of the Group’s customers deteriorates.

Valuation of inventory
Estimates and judgements are inherent in the determination of the net realizable value of inventories. The cost of inventories
may not be fully recoverable if they are damaged or if the selling price of the inventory is less than its cost. The Group
regularly reviews its inventory quantities and reduces the cost attributed to inventory no longer deemed to be fully
recoverable. Estimates related to the determination of net realizable value may be impacted by a number of factors including
market conditions.

Share-based payments
The Group measures the cost of share-based payments to employees by reference to the fair value of the equity instruments
at the date on which they are granted. Estimating fair value for share-based payment transactions requires determining the
most appropriate valuation model, which is dependent on the terms and conditions of the grant. This estimate also requires
the determination of the most appropriate inputs to the valuation model including the expected life of the share option,
volatility and dividend yield and making assumptions about them.

Valuation of Long-lived Assets and Asset Impairment
The Group periodically assesses the recoverability of values assigned to long-lived assets after considering potential
impairment indicated by such factors as business and market trends, future prospects, current market value and other
economic factors. In performing its review of recoverability, management estimates the future cash flows expected to result
from the use of the asset and its eventual disposition. If the sum of the expected future cash flows is less than the carrying
value of the asset, an impairment loss would be recognized based on the excess of the carrying value of the asset over the
fair market value calculated using discounted future cash flows.

Useful lives of key property, plant and equipment investment property and intangible assets
The depreciation method and useful lives reflect the pattern in which management expects the asset's future economic
benefits to be consumed by the Group. Useful lives, depreciation methods, and residual values are reviewed periodically
and, historically, changes to estimates of remaining useful lives have not been material.
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Deferred Income Taxes
The Group accounts for income taxes using the asset and liability method. Under this method, deferred tax assets and
liabilities are recognized based on deductible or taxable temporary differences between the carrying amounts and tax bases
of the assets and liabilities. Deferred tax assets and liabilities are measured using substantially enacted tax rates expected to
apply in the years in which the temporary differences are expected to reverse. If the estimates and assumptions are modified
in the future, the Group may be required to reduce or increase the value of deferred tax assets or liabilities resulting in, where
applicable, an income tax expense or recovery. The Group regularly evaluates deferred tax assets and liabilities.

Investment tax credits

Federal and provincial investment tax credits are accounted for as a reduction to the corresponding expenditures in the
period in which the credits are earned and when there is reasonable assurance that the credits can be used to recover taxes.

Risks and Uncertainties
Operating Results
EIL’s mix of businesses typically require significant financial resources, and there is no assurance that future revenues will be
sufficient to generate the funds required to continue EIL’s business development and marketing activities. In certain markets,
the Company competes with local, regional, national and international companies for work. With the experience of the
Company’s operating subsidiaries, management believes it has developed systems, policies, and procedures to mitigate this
risk.

Design Risk
As the Media Based Attractions segment is on the cutting edge of attraction design, there is the risk that new attractions will
not perform as designed. This may result in significant costs to re-design and modify attractions after they have been
manufactured and installed to bring them into conformity with contractual performance specifications, or it may result in
contractual penalties including rejection of the attraction by the customer. The Company mitigates against these risks by
ensuring it has multiple technical solutions to cutting edge engineering issues, so if the preferred solution does not function
as intended, there are still alternatives.

Project Performance
Most of EIL’s sales contracts are fixed-price contracts, often resulting from competitive bids. When bidding on a project, the
Group estimates its costs, including projected increases in the costs of labour, materials and services.
Despite these estimates, actual costs could vary from the estimated amounts. These variations could adversely affect the
Group’s business. Any inability of the Group’s subsidiaries to execute customer projects in accordance with requirements,
including adherence to completion timetables, may have a material adverse effect on the Group’s business, operations and
prospects.
The Group recognizes revenue using the percentage of completion accounting method, based on costs incurred as compared
to projected costs. Estimated losses on contracts are immediately recognized. Revenue estimates are based on management
assumptions supported by historical experience. There can be no assurance that these estimates made during the contract
execution phase will not vary from the actual results measured at the completion of the contract.

Cost of Raw Materials and Components
The principal cost of raw material is structural steel and other steel products. These supply and pricing arrangements are
negotiated directly with steel manufacturers or steel supply companies that buy and warehouse steel products. Where
appropriate, the Group will endeavor to include an escalation clause for material costs in jobs being tendered in the industrial,
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commercial and institutional sector in each contract. In the absence of an escalation clause, the Group mitigates its risk, to
the extent possible, through contracted buying arrangements or limitations on the length of time that bids can remain
outstanding prior to acceptance. In the circumstance of volatility in the commodity price of steel, unexpected increases in
steel prices which are not hedged by escalation clauses or similar means, may negatively impact margins on a particular job
and therefore the company’s future results of operations or financial position.
Other significant components include audio visual equipment such as screens and projectors, motion control equipment and
software, robot arm equipment, launch equipment. The Company mitigates the risk of cost escalation in these components
by means of long term strategic alliances with suppliers, by procurement policies and procedures designed to ensure that
there are multiple suppliers available and that specific components are contracted for on a fixed price basis. However, the
cutting edge nature of the work being undertaken in the Media Based Attractions segment means that there is still risk that
the components will ultimately cost more than originally estimated on any particular project.

Liquidity Requirements
The Group requires significant amounts of working capital in order to be able to operate. The Company’s contracts are
primarily based upon firm prices and billing is generally performed on a milestone basis. Projects often involve changes or
requests for extra work and although the Group endeavors to bill promptly for this extra work, any delay in issuing change
orders can impact cash flows. Contracts typically allow for the customer to withhold between five and ten percent of the
Group’s total billings until the completion of the project. As a consequence, larger and longer-term projects can greatly
increase capitalization requirements for working capital.
The Group’s ability to obtain additional capital is a significant factor in achieving its strategy of expansion in the construction
industry. There can be no assurance that the current working capital of the Group will be sufficient to enable it to implement
all of its objectives. Furthermore, the current state of the world’s financial markets may limit the Group’s ability to access
credit in the event that it identifies a potential acquisition or some other business opportunity that would require a significant
investment in resources. There can be no assurance that if and when EIL seeks equity or debt financing, it will be able to
obtain the required funding on favourable commercial terms, or at all. Any such future financing may also result in additional
dilution to existing shareholders.
EIL requires sufficient financing to fund its operations. Failure to obtain financing on a timely basis could cause missed
acquisition opportunities, delays in expansion and may also impact ongoing operations.

Foreign Exchange Risk
Rapid currency fluctuations can have a significant impact on un-hedged non-Canadian dollar denominated projects. The
Media Based Attractions segment in particular sells in foreign currency, mostly US dollars. Similarly, many of the raw material
and component inputs are purchased in US dollars. Where possible, the net exposure from these projects have been hedged
with forward contracts to sell US dollars.

Global Economic Environment
The current economic downturn has demonstrated that businesses and industries throughout the world are very tightly
connected to each other. Thus, events seemingly unrelated to the Group may adversely affect the Group over the course of
time. For example, a credit contraction in financial markets, combined with reduced economic activity, may adversely affect
theme park operators, developers, general contractors, and other businesses that collectively constitute a significant portion
of the Group’s customer base. As a result, these customers may need to reduce their purchases of the Group’s products or
services, or the Group may experience greater difficulty in receiving payment for the products or services that these
customers purchase from the Group. Any of these events, or any other events caused by turmoil in world financial markets,
may have a material adverse effect on the Group’s business, operating results, and financial condition.
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Credit Risk
Credit risk arises from the possibility that customers may experience financial difficulty and be unable to fulfill their
commitments to the Group. Notwithstanding the Group’s current credit policies and practices, there can be no assurance
that customers will remain able to fulfill their commitments to the Group which may have an adverse effect on the Group’s
financial performance.

Bonding Capacity
Some customers require performance bonds underwritten by insurance providers, or irrevocable letters of credit as a
condition of contract award. However, there can be no assurance that the Group will be able to obtain such bonds or letters
of credit in the quantity required to maintain or increase its level of activity.

Reliance on Key Personnel
The business activities of the Group involve a certain degree of risk that even a combination of experience, knowledge and
diligence may not be able to overcome. Shareholders must rely on the ability, expertise, judgment, direction and integrity of
the management of EIL. Success will be dependent on the services of a number of key personnel, including its executive
officers and other key employees, the loss of any one of whom could have an adverse effect on its operations and business
prospects. The Group feels that by being a publicly traded company it will have more flexibility than its private competitors
to implement attractive incentive plans for key employees to attract and retain the necessary employees.

Competitive Market
The Group’s approach to competitive risk is to develop strong relationships with clients, increase the breadth of services
offered and to broaden our geographic coverage to enhance service and competitiveness.
Due to the competitive nature of the business, the Group must compete on price and quality of service. A significant portion
of the Group’s business is to provide a contracted scope of work to clients on a fixed price or unit price basis. There can be
no assurance that the fixed price commitment adequately recovers the full cost of providing the contracted scope of work.
Nor can there be any assurance that the contracted scope of work is so clear as to prevent disagreements over the
interpretation of what has been contracted for. Management is of the view that the Group’s experience in the industry
provides it with the necessary expertise to resolve disputes that may arise in a manner that is satisfactory to the Group’s
overall requirements.

Interest Rate Risk
Fluctuations in interest rates will affect that portion of the Group’s debt that is subject to variable interest rates, and will also
affect the prices for other financial instruments. Such fluctuations could have an adverse effect on the Group’s financial
performance.

Non-residential Construction Activity in Western Canada
Particularly in the Steel Fabrication and Manufactured Products segments, the demand for the Group’s products and services
tends to fluctuate directly with non-residential construction activity in Western Canada. A decline in the demand for these
products and services can occur if deteriorating economic conditions reduce non-residential capital expenditures which
would have an adverse effect on the EIL’s business, results of operations, and financial condition.
EIL’s business in these segments is primarily influenced by the overall level of capital spending in the mining and oil and gas
industries in Western Canada. Lower commodity prices results in lower corporate profits which provides less available funds
for spending on capital projects. The Group’s activity level is therefore dependent on oil and gas prices and commodity prices.
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Labour Relations
The employment of skilled tradespersons in the field and shops is subject to multi-year, collective agreements with a variety
of unions. The increasing shortage of skilled tradespersons is increasing the wage expectations and concessions of all
fabricators and manufacturers, especially those companies that provide their services closest to the active markets, such as
Alberta. The Group has three non-union shops, and two unionized shops that are subject to their own collective agreements
and several different collective agreements relating to the field erection business. EIL is at risk if there are labour disruptions
relating to any of these collective agreements.
Management feels the staggered expiration dates and independence of each collective agreement mitigates the issue of work
stoppage that may arise at any one location.

Acquisitions
The Group may seek to expand its business through acquisitions and may divest underperforming or non-core businesses.
Empire’s success depends, in part, upon management’s ability to identify such acquisition and divestiture opportunities and
to negotiate favourable contractual terms. The Group’s ability to successfully integrate acquisitions into its operations could
affect Empire’s financial results.
EIL assesses the “labour/capital” trade-off that is associated with the increased usage of software to enhance employee
productivity and increase profitability. Management has historically invested in prudent capital expenditures designed to
mitigate the increasing cost of labour and the historically tight supply of skilled tradespersons. To the extent that the Group
is unable to continue to invest in technological advancements designed to enhance its competitive cost structure, it may have
an adverse effect on the Company’s operations.

Environment/Regulatory
Environmental legislation is evolving in a manner expected to result in stricter standards and enforcement, larger fines and
liability and potentially increased capital expenditures and operating costs. No assurance can be given that environmental
laws will not result in an increase in the costs of the Group’s activities or otherwise adversely affect the Group’s financial
condition, results of operations or prospects.
EIL maintains insurance consistent with industry practice to protect against losses due to sudden and accidental
environmental contamination, accidental destruction of assets, and other operating accidents or disruption. The Group also
has operational and emergency response procedures, and safety and environmental programs in place to reduce potential
loss exposure. EIL believes that it is in substantial compliance, in all material respects, with all current environmental
legislation and is taking such steps as it believes are prudent to ensure that compliance will be maintained.

Forward Looking Information
This MD&A contains certain “forward-looking statements.” All statements, other than statements of historical fact, that
address activities, events or developments that the Company believes, expects or anticipates will or may occur in the future
(including, without limitation, statements regarding financial and business prospects and financial outlook) are forward
looking statements. These forward-looking statements reflect the current expectations or beliefs of the Group, based on
information currently available to the Group. Forward-looking statements are subject to a number of risks, uncertainties and
assumptions that may cause the actual results of the Group to differ materially from those discussed in the forward-looking
statements and, even if such actual results are realized or substantially realized, there can be no assurance that they will have
the expected consequences to, or effects on the Group. Factors that could cause actual results or events to differ materially
from current expectations include, among other things, changes in general economic and market conditions, changes to
regulations affecting the Group’s activities, and uncertainties relating to the availability and costs of financing needed in the
future. Any forward-looking statement speaks only as at the date on which it is made and, except as may be required by
applicable securities laws, the Group disclaims any intent or obligation to update any forward-looking statement, whether as
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a result of new information, future events or results or otherwise. Although the Group believes that the assumptions inherent
in the forward-looking statements are reasonable, forward looking statements are not guarantees of future performance
and, accordingly, undue reliance should not be put on such statements due to the inherent uncertainty therein.

Outlook
In addition to other sections of the Group’s report, this section contains forward-looking information and actual outcomes
may differ materially from those expressed or implied therein. For more information, see the section titled “Forward- Looking
Information” in this MD&A.
The Company expects to continue to improve its operating performance in 2016 as a result of the following:
•

The media based attractions segment will continue to execute its backlog of high value added products and services.
As noted in last year’s outlook, this segment continues to build multiple new products. The segment has recently
launched a new revenue stream known as Unlimited AttractionsTM which offers our customers a much broader range
of the products and services (show elements) that transform a ride into a true media based attraction. These services
include story concept, lighting, scenery, media, and special effects. It is anticipated that there will still be some
challenges from an earned revenue and profit perspective because of the sheer number of new complex ride systems
and service offerings being introduced concurrently. Our profit performance is expected to improve as second
generation products get produced that take advantage of the learning curve associated with the first generation
products.

•

The weak Canadian dollar will continue to positively impact profit margins because the media based attractions are
all sold predominantly in US dollars. There are costs that are incurred in US dollars as well, but there continues to be
a net advantage of manufacturing in Canada and exporting in US dollars.

Dynamic Structures has experienced a delay in finalizing the contract to complete our design and build the thirty meter
telescope (TMT) enclosure because a new construction permit in Hawaii was required by the local authorities. The TMT
Corporation has initiated an alternative site selection process, in the event that the Hawaiian site does not obtain the required
approvals in a timely manner. We remain confident that the TMT enclosure will be built by Dynamic Structures, even if the
site location is changed.
As expected, the significant reduction in oil and gas prices has had a profound negative effect on capital expenditures in
Western Canada. In spite of our quick reaction to the economic realities, we expect the Company’s steel fabrication
segment’s operating performance in 2016 to continue to be challenged given the difficult competitive environment in
Western Canada. We continue to pursue global steel supply chain opportunities, and cost saving initiatives to scale the
segment’s capacity to match the available market. In spite of the current difficult conditions in this segment, we see long
term value here. Therefore, we also continue to evaluate strategic options that can unlock intrinsic value.
The Group’s backlog remains healthy at $130 million, down from $155 million, as of December 31, 2014. The Company has a
healthy pipeline of sales prospects it is working on to turn into backlog, and has never felt more bullish about its sales pipeline.
The Group plans to spin out the Tornado hydrovac truck division into its own public company named Tornado Global
Hydrovacs Inc. at the end of June 2016. With a Chinese investor injecting $10 million of cash into the spinout company, its
exciting and invigorated strategy will start immediately and open up growth and profit opportunities in new geographic
markets. This spin out gives the hydrovac business the access to capital and management focus required to execute its
strategy. It also gives Empire the ability to devote its capital and management attention on its core business. Empire’s
shareholders will have the opportunity to benefit from their ownership stake in both of these publicly traded companies.
Overall, the Company has successfully repositioned itself into higher margin and higher growth, media based attractions. The
Group will continue to shelter its profits from income tax through the use of its Deferred Tax Asset. It expects its balance
sheet to strengthen throughout the year as its equity increases through earnings. The Company expects to benefit from its
strategic focus on a market niche that is going to grow rapidly for many years to come.
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Non-IFRS Methods
In this MD&A, the Group uses two financial management metrics that are not in accordance with IFRS “Adjusted earnings
(loss) before interest, tax, depreciation and amortization (Adjusted EBITDA)” and “Adjusted Gross Margin”. Because these
terms are not defined by IFRS they cannot be formally presented in the consolidated financial statements. The definition of
Adjusted EBITDA does not take into account the Group’s share of profit of an associate investment, gains and losses on the
disposal of assets, fair value changes in foreign currency forward contracts and non-cash components of stock based
compensation. Adjusted EBIT is the result of the Group’s Adjusted EBITDA less depreciation and amortization expenses. The
Adjusted Gross Margin metric is the result of revenues less cost of sales, excluding depreciation of property, plant and
equipment. It should be noted that the Group’s definition of Adjusted EBITDA, Adjusted EBIT and Adjusted Gross Margin may
differ from those definitions used by other companies.
While not IFRS measures, Adjusted EBITDA, Adjusted EBIT and Adjusted Gross Margin are used by management, creditors,
analysts, investors and other financial stakeholders to assess the Group’s performance and management from a financial and
operational perspective.
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Reconciliation of Profit (loss) to Adjusted EBITDA
Twelve months ended

Periods ended Dec 31

Quarter ended

2015

2014

Variance

2015

2014

Variance

Profit (loss) - before taxes
Add : Depreciation and amortization
Add/Deduct : (Gain) loss on disposal
of assets and other (income) loss

2,217
2,127
253

3,779
1,557
109

(1,562)
570
144

1,222
827
201

187
440
109

1,035
387
92

Add : Finance costs

1,111

1,237

(126)

83

379

(296)

(26)

(111)

85

(146)

131

(277)

2,126

1,212

914

780

392

388

206

220

(14)

38

209

(171)

8,014

8,003

11

3,005

1,847

1,158

Add/Deduct : Deduct Share of profit
of associate
Add/Deduct : Fair value of changes of
foreign currency option contracts
Add : non cash stock-based
compensation
Adjusted EBITDA

Calculation of Adjusted EBIT
Twelve months ended

Periods ended Dec 31
Adjusted EBITDA
Less : Depreciation and amortization
Adjusted EBIT
% of revenue

Quarter ended

2015

2014

Variance

2015

2014

Variance

8,014
(2,127)
5,887

8,003
(1,557)
6,446

11
(570)
(559)

3,005
(827)
2,178

1,847
(440)
1,407

1,158
(387)
771

3.9%

4.6%

-0.7%

5.6%

3.9%

1.7%

Calculation of Adjusted Gross Margin
Periods ended Dec 31
Revenues
Cost of sales excluding depreciation
and amortization
Adjusted gross margin
% of revenue

Twelve months ended

Quarter ended

2015

2014

Variance

2015

2014

Variance

151,403

141,156

10,247

38,816

36,124

2,692

(126,204)
25,199

(116,419)
24,737

(9,785)
462

(30,435)
8,381

(28,938)
7,186

(1,497)
1,195

16.64%

17.52%

-0.88%

21.59%

19.90%

1.69%
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NOTICE TO THE READER
This Appendix C contains a description of Tornado and its business and operations following completion of the
Arrangement and issuance of the Tornado Class “A” Shares pursuant to the Subscription Agreements, unless
otherwise stated. This Appendix C should be read together with the other information contained in the Circular to
which this Appendix C is attached, including the financial statements attached hereto. See also in the Circular
“Information Circular – Introduction” and “Information Circular – Forward-Looking Statements”.
The term “the Corporation” when used in this Appendix C means Tornado. All capitalized terms used in this
Appendix C and not otherwise defined herein have the meanings given to them in the Circular.

CAUTION REGARDING TORNADO CLASS “A” SHARES
Tornado was incorporated for the purpose of participating in the Arrangement and has not carried on any active
business other than in connection with the Arrangement and related matters. The Arrangement provides Empire
Shareholders with the opportunity to participate in the business of Tornado through the ownership of Tornado
Class “A” Shares. If the Arrangement Resolution is approved by the Empire Shareholders, the Final Order is granted
and all other conditions of the Arrangement are satisfied or waived, immediately following the Effective Time,
among other things, Empire Shareholders will ultimately receive one-eighth (1/8) of a Tornado Class “A” Share for
each Empire Share they own. As of the date hereof, Tornado is a wholly-owned subsidiary of Empire and is not a
reporting issuer in any province or territory of Canada. Following completion of the Arrangement, Tornado will be
deemed to be a reporting issuer in the provinces of British Columbia, Alberta and Ontario and become subject to the
continuous disclosure requirements and other reporting requirements under Canadian securities laws.
The Tornado Class “A” Shares are not currently listed on any stock exchange. Tornado will apply to have the
Tornado Class “A” Shares listed on the TSXV following completion of the Arrangement although no assurance may
be given that the TSXV will accept the Tornado Class “A” Shares for listing. As the Tornado Class “A” Shares
are not listed on a stock exchange, unless and until such a listing is obtained, holders of Tornado Class “A”
Shares may not have a market for their Tornado Class “A” Shares and may not be able to resell the Tornado
Class “A” Shares received by them under the Arrangement. This may have a material adverse effect on the
price of the Tornado Class “A” Shares in the secondary market, the transparency and availability of trading
prices, the liquidity of the Tornado Class “A” Shares, and the extent of the regulations to which Tornado is
subject. See “Risk Factors”.
If Tornado does not satisfy the conditions to be a “public corporation” for purposes of the Tax Act on or
before the date of Tornado’s first tax return, the Tornado Class “A” Shares will not be qualified investments
for registered plans. See “Certain Canadian Federal Income Tax Considerations” in the Circular.
The Arrangement and the securities issuable under the Arrangement, including the Tornado Class “A”
Shares, have not been approved or disapproved by any securities regulatory authority in Canada nor has any
securities regulatory authority in Canada passed upon the fairness or merits of the Arrangement or upon the
adequacy or accuracy of this Appendix C.
Any representation to the contrary is a criminal offence.
CORPORATE STRUCTURE OF TORNADO
Tornado Global Hydrovacs Inc.
Holdco was incorporated on December 29, 2014 as “1868480 Alberta Ltd.” pursuant to the provisions of the ABCA
and changed its name to “Tornado Global Hydrovacs Inc.” effective March 18, 2016. Holdco was incorporated in
contemplation of an arrangement involving the Hydrovac Business however, as a result of the date of its
incorporation, will not permit the desired characteristics of the Tornado Class “A” Shares following completing of
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the Arrangement to be available. Other than issuing the Subscription Receipts, Holdco undertook no business or
operations except to advance the Arrangement. Pursuant to the Arrangement, all of the assets and liabilities of
Holdco will be wound-up into Tornado and Holdco will cease to exist.
Name, Address and Incorporation
Tornado was incorporated on April 27, 2016 pursuant to the provisions of the ABCA.
The head office of Tornado is located at 7015 McLeod Trail SW, Suite 510, Calgary, Alberta, T2H 2K6. The
registered office of Tornado is located at Carscallen LLP, 1500, 407 – 2 Street SW, Calgary, Alberta T2P 2Y3.
Intercorporate Relationships
As of the date hereof, Tornado is a wholly-owned subsidiary of Empire. Following completion of the Arrangement
and the exchange of the Tornado Subscription Receipts, Empire Shareholders (other than Dissenting Shareholders)
will own approximately 54.5% of the issued and outstanding Tornado Class “A” Shares and holders of the
Subscription Receipts will hold approximately 45.5% of the Tornado Class “A” Shares. See “Description of
Tornado Securities and Securities Distributed”, “Available Funds” and “Principal Securityholders” in this
Appendix C for further disclosure regarding the Subscription Receipts and holders thereof.
The following diagram sets out the organizational structure of Tornado, including each of the material subsidiaries of
the Corporation, which will exist following completion of the Arrangement. The respective jurisdiction of
incorporation or formation of each entity is set out in brackets after the name of each entity:

The Wholly Foreign Owned Entity has not yet been incorporated but is expected to be incorporated following
completion of the Arrangement. See “Available Funds”.
Authorized Share Capital
An unlimited number of Tornado Class “A” Shares and one hundred (100) Tornado Common Shares may be created
and issued pursuant to the articles of the Corporation. As at the date of this Circular, there were 100 Tornado
Common Shares issued and outstanding and no Tornado Class “A” Shares.
Pursuant to the Arrangement, all of the Common Shares of Tornado will be repurchased by Tornado and cancelled.
Immediately upon completing of the Arrangement, only Tornado Class “A” Shares will be issued and outstanding.
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Holders of Tornado Class “A” Shares are entitled to one vote per Tornado Class “A” Share held at any meeting of
holders of Tornado Class “A” Shares, to participate in dividends declared by the Corporation, and to receive the
remaining property of the Corporation upon dissolution.
THE BUSINESS OF TORNADO
General
Tornado was incorporated for the purpose of participating in the Arrangement and has not carried on any active
business other than in connection with the Arrangement and related matters. Following completion of the
Arrangement, Tornado will be a separate independent company from Empire with its own management team and
board of directors.
Tornado entered into the Arrangement Agreement with Empire on May 17, 2016 providing for the Arrangement.
Pursuant to the Arrangement, among other things, Empire will transfer to Tornado the Transferred Assets and the
Transferred Liabilities and take the other steps set out in the Plan of Arrangement so that Tornado will, following
the Arrangement, own and operate the hydrovac business formerly owned and operated by Empire (the
“Hydrovac Business”), all as more particularly described in the Circular. The Arrangement will be carried out
pursuant to the Arrangement Agreement, the Plan of Arrangement and related documents. See “The Arrangement
Agreement” and “The Arrangement – Principal Steps of the Arrangement” in the Circular.
Description of the Hydrovac Business
Tornado will acquire the Hydrovac Business and as a result, will design, manufacture and sell truck-mounted
hydrovac excavation equipment in North America. The hydrovac trucks use high pressure water to pulverize soil
and turn it into mud, and then vacuum up the resulting mud into its tank. Hydrovac excavation is a valuable
excavation technique, in large part because it can safely excavate around underground utilities such as gas lines
without damaging them. As such, this equipment is frequently used in the oil and gas production industry, the
pipeline industry, and by municipalities to safely expose underground utilities for repair.
The Hydrovacs Business currently operates in North America. Following completion of the Arrangement, Tornado
intends to expand its hydrovac business into China, as well as maintaining and enhancing its North American
business.
The description of the Hydrovac Business set forth in the Circular and this Appendix C attached to the Circular, is a
description of the business as it was conducted when owned by Empire.
The North American Hydrovac Industry and Competition
Hydrovac excavation equipment uses high pressure water to pulverize soil and turn it into mud, which is then
vacuumed up into a tank and trucked to a disposal site, where the tank is emptied. Typically, these disposal sites are
authorized landfill sites, and the specific regulations governing their use depends in part on the type of soil that has
been excavated. The technology was developed as a cost effective way to overcome the high cost and safety risk of
excavation around underground utilities such as gas lines, electrical cables and fibre optic cables. Because the
pressurized water does not damage the underground utilities, the technology is much safer than other machine-based
excavation techniques, and much cheaper than hand excavation.
Hydrovac truck operators are Tornado’s customers in North America. They are a diverse group, ranging from single
truck operators to large, fleet operators that may own dozens of hydrovacs as well as other types of excavation
equipment. Generally, the operator industry is highly fragmented, making for a large number of customers in each
region of Canada and the United States.
Hydrovac manufacturers are Tornado’s competitors. Most hydrovac manufacturers are small or medium-sized,
privately owned operations that manufacture low volumes of hydrovac equipment. Often, they manufacture other
truck mounted equipment in addition to hydrovac equipment, such as vacuum truck equipment or simple tanks.
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Some of Tornado’s major competitors in North America are:
•
•
•
•

•
•
•

Foremost Industries
Badger Daylighting (1)
Westech Manufacturing
Vactor Manufacturing

Mud Dog Hydro Excavators
Vac-Tron Equipment
Premier Oilfield Equipment

Note:
(1) To the knowledge of the Corporation, Badger Daylighting does not sell its hydrovac trucks but rather
employs a service strategy, competing with customers of Tornado and the other hydrovac manufacturers.
While the basic technology of Tornado’s hydrovac excavation equipment is not subject to patent or similar
intellectual property protection, there are significant barriers to entry to the hydrovac manufacturing business. These
include the specialized skills and knowledge needed to design, engineer and manufacture hydrovac equipment at a
competitive cost, complying with regulatory and road certification requirements, overcoming brand recognition and
brand loyalty of hydrovac operators and developing the sales organization to obtain market penetration across wide
geographical areas.
The hydrovac supply market is highly fragmented. Manufacturers produce a range of units, from just a few to
approximately 100 per year per manufacturer. Because key components (boilers, blowers, chassis) are typically
sourced from North American suppliers, manufacturing economies of scale within any single product is not a
requirement. Total North American annual production for hydrovac units ranges from 500 to 700 units per year,
depending upon demand. With the exception of a few national players, most competitors have regional spheres of
influence. Awareness of hydrovac excavators, particularly for municipalities and utilities, is driven by regional
dealers who can demonstrate the effectiveness of the technology.
In contrast, the vacuum truck market for sewer cleaning in North America manufactures approximately twice as
many units per year as hydrovac truck production. Hydrovac product lines are often complicated by the shapes,
sizes, and types of hydrovacs that can be manufactured. Some manufacturers provide primarily small, trailermounted hydrovac units. Others manufacture a combination sewer cleaner vacuum truck that could also be used for
hydro excavation (Combo Unit).
Several companies offer credit support for hydrovac truck purchases, like Jack Doheny Equipment does throughout
the United States, as a dealer for Vactor. Equipment financing helps to improve the market share for the
manufacturer who offers financing as an option to the purchaser.
North America
In North America, Tornado intends to carry on with its existing business model of designing, manufacturing, and
selling hydrovac excavation equipment to end-users. The Corporation plans to increase its revenue and profitability
in North America by expanding its product line, enhancing its technology, expanding its geographical sales efforts
particularly into the United States, and streamlining its manufacturing processes to obtain cost efficiencies.
Currently, the North American business has approximately 40 employees. Tornado’s manufacturing facility is
located in Stettler, Alberta, and its head office and sales and administration office is located in in Calgary, Alberta.
It also has sales representatives based in Ontario and southern United States. It also operates a small laser cutting
facility in Calgary that supports the Stettler manufacturing facility.
Historically, the Hydrovac Business’ primary market has been western Canada’s oil and gas and pipeline industries.
Its flagship product is the Tornado F4, which is an industrial-sized hydrovac unit with wide application in the oil and
gas and pipeline industries. To mitigate against the economic fluctuation of the oil and gas and pipeline industries, a
smaller hydrovac unit, the Tornado F2, was developed which is more suitable for municipal markets. The Tornado
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F2 municipal hydrovac unit does not require as much capacity as the industrial Tornado F4. It also does not need
the heavy duty off road features associated with the Tornado F4 design. These design changes bring the price point
and functionality more in line with the requirements of the municipal excavation market. The municipal market is a
rapidly growing market for two primary reasons. Firstly, the use of hydrovac excavation is still at a low level of
market penetration versus traditional methods of excavation. Secondly, the cost is prohibitively high when collateral
damage caused by utility outages and deaths caused by explosions from unsafe excavation is considered. The
frequency of underground utility accidents caused by traditional excavation methods is increasingly unaffordable.
Targeting increased market penetration of the municipal market provides a less volatile market for the Hydrovac
Business, as the demand is not sensitive to the price of oil. The Hydrovac Business has also increased its sales
efforts in the United States, where the low Canadian dollar offers a competitive cost advantage over US
manufacturers.
Tornado has developed proprietary technologies for its truck-mounted hydrovac equipment. It has applied for patent
protection in Canada and the US for certain technological innovations. It has also developed new products based on
the hydrovac technology, both truck-mounted and non-truck-mounted.
Competitors are other manufacturers, based in the United States and Canada. The specialty hydrovac equipment
must be designed to comply with North American road regulations and installed on a highway truck chassis
manufactured by one of the numerous suppliers of highway truck chassis, which in turn must comply with all of the
rules and regulations of the various states in the United States and provinces in Canada. These rules and regulations
serve as a significant barrier to entry to overseas firms, particularly Asian firms, as their local chassis are not
typically approved for North American usage. Therefore they would need to import chassis to their manufacturing
location, and then ship the finished product to North America. The cost of shipping North American chassis
overseas and back makes that business model uncompetitive, even for low cost overseas manufacturers.
Chinese Excavation Market
According to PIM Industrial Market Research, China’s construction machinery market witnessed robust growth in
the decade between 2002 and 2011 growing from US$ 12 billion to US$ 92 billion with a compound annual growth
rate (CAGR) of 23%. In 2011, the Chinese Government forecasted continued rapid growth for construction
machinery manufacturers, growing to US$143 billion by 2015, representing a forecasted CAGR of 17% for 2010 to
2015.
Figure 1 - Revenue growth off China-based construction machinery manufacturers

Source: China Construction Machinery Association.
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The actual unit sales in 2011 were as follows and the Government of China’s forecast for the next five (5) year plan,
by type of construction machinery, were as follows.
China Construction Machinery Forecast
(# of Units)
2010

2015

Actual

Forecast

Excavator

179,296

250,000

Wheel loader

228,219

300,000

13,911

20,000

232,409

290,000

Road roller

26,281

28,000

Tower crane

43,400

100,000

1,646

2,800

Truck crane

35,411

60,000

Concrete-mixing trucks

35,386

70,000

7,964

15,000

Bulldozer
Forklift

Crawler crane

Truck-mounted concrete pumps

Source: Forecast from Chinese Government's 12th Five Year Plan for China's Construction Machinery

In March 2015, Jim Bloom an investment analyst in the United States observed that the China excavator market
peaked at 180,000 units in 2011 which was up significantly from 40,000 units in 2005 and 50,000 units in 2006.
However, the Chinese excavator market began weakening in the summer of 2011. It was then estimated that industry
sales would be roughly 90,000 units in 2015, being half the level of the peak demand experienced in 2011 and
dramatically less than what the Government of China had forecasted in their 12th Five Year Plan of 250,000
excavator unit sales in 2015. Industry experts anticipate that 40,000 to 50,000 excavator units could be a reasonable
expectation for ultimate trough levels for excavator sales in China but the timing will really depend on government
stimulus initiatives and macroeconomic conditions.
Notwithstanding the recent declines of excavator sales in China because of the general slowdown in construction, as
shown in Figure 2 below, the Chinese excavation market remains one of the biggest in the world.
Figure 2 – China Excavator Domestic Sales Trends

Source: China Construction Machinery Association, Macquarie Group Limited, August 2014
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Global Construction Equipment Market
Caterpillar is a global leader in construction equipment manufacturing and distribution and they are a good proxy for
this market globally. Asia Pacific’s construction market was booming for the past two decades until the
construction market slowed down significantly between 2011 and 2015. Caterpillar’s construction equipment sales
demonstrate this slowdown, where their Asia Pacific region, dominated by China, were down 46% from US$5.9
billion in 2011 to US$3.2 billion in 2015.
In contrast, the North American market has been quite stable over the past five years and showed reasonable growth
in 2015 versus 2014, increasing from US$7.0 billion to US$ 8.1 billion.

China Market For Hydrovac Services
Tornado has interviewed over 50 potential customers, specialty truck manufacturers and excavation service
providers in over two years of market analysis and to the knowledge of the Corporation, there are no hydrovac
trucks or hydrovac service operator competitors in the Chinese market.
In China, Tornado intends to develop a hydrovac service-based business model. It has designed two hydrovac truck
designs to comply with the Chinese technical and regulatory requirements and to target the industrial and municipal
markets. Provided the Tornado truck design satisfies all the regulatory requirements and is able to manufacture the
hydrovac trucks, it will have those trucks manufactured on a subcontract basis in China, with certain proprietary
components being supplied from Tornado’s North American manufacturing division in order to ensure the security
of Tornado’s proprietary intellectual property. Detailed discussions with several qualified manufacturers have taken
place and management are of the view that its Chinese hydrovac truck will be able to be manufactured to its
specifications and put into service in China through this method of manufacturing.
A significant difference in Tornado’s business plan in China relative to its North American operations is that, rather
than selling hydrovac trucks to Chinese end-users, Tornado will pursue a recurring revenue stream from selling
hydrovac excavation services by using the hydrovac trucks and charging its customers for the provision of these
services. The revenue will be earned through owning and operating the trucks directly, or through rental agreements
to excavation service firms, or through licensing/royalty agreements with excavation firms. Tornado’s China
business will be a service business rather than a manufacturing and sales business. The expectation is that Tornado
will develop a stream of recurring revenue from its equipment.
There are material differences between the excavation market in China and North America and these differences
have been accommodated in the business plan for China.
The excavation industry in China is highly concentrated in contrast to the highly fragmented, “Ma and Pa”
excavation industry in North America. State Owned Enterprises (SOEs) are far more prevalent in virtually every
facet of the excavation markets of oil and gas and the pipeline industries.
SOEs are also very prevalent within the four municipalities of Beijing, Tianjin, Shanghai and Chongqing with an
approximate total population of 150 million and in the over 200 cities in 23 provinces with an urban population of
approximately 350 million. The business strategy has been to initially target several cities where hydrovac
excavation services have a receptive local government in search of safe excavation technology. There have been
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several, high profile accidents where numerous deaths have been caused by traditional excavation methods and
Tornado has approached several of these cities and believes that there is a reasonable probability of being able to
penetrate these specific geographic markets.
Similarly, equipment financing is an industry in its infancy in China whereas in North America, it is a very mature
industry and provides a major driver of equipment sales in North America because the capital cost is readily
financed by qualified buyers.
Research & Development Plan for Tornado
To ensure Tornado continues to be regarded as one of the leading hydrovac excavators in the industry, several
operator and fleet management-related research and development initiatives are planned. The initiatives include
localizing the hydrovac truck on a Chinese chassis for the municipal market and localizing the hydrovac truck on a
Mercedes Benz chassis for the industrial market.
Built-in GPS and Truck Tracking
In the next phase of design and production, Tornado plans to enhance the product by adding and integrating a builtin GPS, truck status monitoring, digital central control station, and wireless connectivity to display detailed system
information on operators screen as well as at off-site operating center in real time. The built-in GPS will help the
owners better manage their fleets. It will save time by allowing the operator to navigate to unfamiliar project sites,
as well as to avoid high traffic areas and roads under construction. The advancement will also allow personnel at the
off-site operating center to view the location of the trucks in real time.
Central control station with Digital Operator Interface
The digital operator interface will be a user-friendly system to clearly present information on a digital technology,
which can collect input data from the truck such as remaining fuel, remaining water, remaining storage, electrical
controls, water heating controls, and water pump controls, and provide the central station the constant update on the
status of the trucks. This is matured technology by itself, however, it will be a new application to our trucks.
Wireless Connectivity
The wireless connectivity will enable transmitting detailed system information to an off-site operating center. This
information can then be used to perform trend analysis and improve fleet management operating efficiency.
Revenue
The Hydrovac Business revenues over the past two years when it was owned and operated by Empire are as follows:
Fiscal Period Ended
December 31, 2014
December 31, 2015

Total Revenue
$35,674,000
$20,177,000

Other Business
In addition to truck sales, Tornado also generates revenue from hydrovac truck maintenance services, from its
facility in Stettler, Alberta. This is not a major source of revenue for Tornado, but it will form an important body of
knowledge for establishing maintenance and repair services in China.
Employees
As at the date of this Circular, the Hydrovac Business employed 41 people.
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Following completion of the Arrangement, it is expected that general and administration, human resources services
and financial services will be provided by Empire pursuant to the terms of a services agreement to be entered into on
the Effective Date.
Significant Events of the Hydrovac Business in Last Three Years
The following is a summary of the significant events that have influenced the general development of the Hydrovac
Business while it was owned and operated by Empire over the last three completed financial years of Empire.
2015
Revenues for the segment decreased 43% over 2014 to $20.2 million in 2015. The decrease in revenue was
attributed to the significant drop in demand for hydrovac trucks caused by low oil prices and the corresponding
reduction in oil production and associated capital expenditures. Refer to Appendix D for a discussion on the
operating costs, selling and administration costs and profitability of the Hydrovac Business.
2014
Revenues for the Hydrovac Business increased 45% over 2013 to $35.7 million in 2014. The increase in revenue
was attributed by the segment continuing to increase its production capacity as it has been doing over the past three
years while demand for hydrovac trucks remained strong through most of 2014 in response to the robust demand
caused by high oil and gas prices. Refer to Appendix D for a discussion on the operating costs, selling and
administration costs and profitability of the Hydrovac Business.
2013
Revenues for the Hydrovac Business increased 24% over 2012 to $24.6 million in 2013. The increase in revenue
was attributed to increased demand for hydrovac trucks associated with high oil production and exploration levels.
Refer to Appendix D for a discussion on the operating costs, selling and administration costs and profitability of the
Hydrovac Business.
Anticipated Developments in the Business in Fiscal 2016
In North America, Tornado intends to carry on with its existing business model of designing, manufacturing, and
selling hydrovac excavation equipment to end-users. Because of the significant drop in oil prices at the end of 2014
and the effect this has had on Tornado’s sales, which were predominantly in Western Canada in 2014 and before, the
Company has had to scale back production and its operating costs to reflect the drop in sales during 2015 and the
first half of 2016, This restructuring program was effective with the Company generating a small operating loss
(EBITDA) of $125,000 on sales of $20.1 million in 2015. This compares to an operating profit of $3.1 million on
sales of $35.7 million in 2014. The Company has continued to make operating cost reductions in the first half of
2016 to ensure it matches its productive workforce to the current market demand for its hydrovac trucks.
Tornado has developed a plan to increase its revenue and profitability in North America by expanding its product
line, enhancing its technology (new patent pending), expanding its geographical sales efforts particularly into the
United States and central Canada through adding sales representatives in these two important markets, and
streamlining its manufacturing processes to obtain cost efficiencies.
After the spin-out, Tornado will have additional corporate overhead expenses, such as audit and professional fees,
regulatory fees and executive compensation among others. Incrementally, these expenses are expected to
approximate less than $0.5 million annually. These new expenses will be funded by cash from Canadian operations,
supplemented if necessary by $3.5 million of cash from the financing transaction associated with the spin-out. As
the volume in Tornado’s Canadian operation increases, it may require a line of credit or similar facility. Tornado is
expected to have sufficient working capital assets such as inventory and receivables to support such a credit line.
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In China, Tornado intends to develop a hydrovac service-based business model. It has designed two hydrovac truck
designs to comply with the Chinese technical and regulatory requirements and to target the industrial and municipal
markets. Provided the Tornado truck design satisfies all the regulatory requirements and is able to manufacture the
hydrovac trucks, it expects to have those trucks manufactured on a subcontract basis in China, with certain
proprietary components being supplied from Tornado’s North American manufacturing division in order to ensure
the security of Tornado’s proprietary intellectual property. Detailed discussions with several qualified
manufacturers have taken place and management are of the view that its Chinese hydrovac truck will be able to be
manufactured to its specifications and put into service in China through this method of manufacturing. It is not
anticipated that significant revenues will be generated by the Chinese operations in 2016, as Tornado will be
focussed on organizing the corporation, regulatory approvals of the design, finalization of commercial arrangements
with manufacturers, building awareness and customer relationships in the marketplace, and so on. $6.5 million of
cash from the financing transaction associated with the spin-out will be used by Tornado to fund its expansion into
China, which is anticipated to be sufficient to sustain the Chinese expansion while Tornado works towards
becoming cash-flow positive.

RISK FACTORS
There are a number of risks and uncertainties that may have a material and adverse impact on the future operating
and financial performance of Tornado and could cause Tornado’s proposed objectives and strategies, operating and
financial performance and results to differ materially from the estimates described in the forward-looking statements
relating to Tornado in the Circular and in this Appendix C. These include risks related to any form of business and
specific risks related to the business of Tornado.
In evaluating Tornado and its business, Empire Shareholders should carefully consider the risks relating to Tornado
set out below. These risk factors are not a definitive list of all risks relating to Tornado or to an investment in
Tornado Class “A” Shares. Additional risks and uncertainties, including those currently unknown or considered
immaterial by Tornado, may also adversely affect the Tornado Class “A” Shares or the business of Tornado
following completion of the Arrangement. If any of the risk factors materialize, the expectations, and the predictions
based on them, may need to be re-evaluated. Empire Shareholders should obtain their own legal, tax and financial
advice in their jurisdiction of residence with respect to these risk factors, the consequences of the Arrangement and
the holding of Tornado Class “A” Shares following completion of the Arrangement.
In addition to these risk factors, Empire Shareholders also should consider the risks relating to the Arrangement
described in the Circular under “Risk Factors – Risks Relating to the Arrangement” and the other information
contained in the Circular and the documents incorporated by reference therein.
The Tornado Class “A” Shares are not listed on any stock exchange and Empire Shareholders may not be able to
sell the Tornado Class “A” Shares.
The Tornado Class “A” Shares are not currently listed on any stock exchange. An application has been made to
have the Tornado Class “A” Shares listed on the TSXV, however, no assurance may be given that the listing of the
Tornado Class “A” Shares will be accepted by the TSXV. An active and liquid market for the Tornado Class “A”
Shares may not develop following completion of the Arrangement or, if developed, may not be maintained. If an
active public market does not develop or is not maintained, investors may have difficulty selling their Tornado Class
“A” Shares at any given time at a price that the investor may consider reasonable. The lack of an active market may
also reduce the fair market value and increase the volatility of the Tornado Class “A” Shares and may impair
Tornado’s ability to raise capital by selling Tornado Class “A” Shares.
The fact that no market currently exists for the Tornado Class “A” Shares may adversely affect the pricing of the
Tornado Class “A” Shares in the secondary market, the transparency and availability of trading prices, the liquidity
of the Tornado Class “A” Shares and the extent of the regulations to which Tornado is subject. Holders of Tornado
Class “A” Shares following completion of the Arrangement are urged to consult their legal advisors with respect to
restrictions applicable to trades of Tornado Class “A” Shares. See “Securities Law Matters” in the Circular.
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The Tornado Class “A” Shares may not be qualified investments for registered plans.
If Tornado does not satisfy the conditions to be a “public corporation” for purposes of the Tax Act on or before the
filing-due date of Tornado’s first tax return because the Tornado Class “A” Shares are not listed on a designated
stock exchange for purposes of the Tax Act or an election is not made in its first tax return to be a public corporation
from the commencement of its first taxation year, the Tornado Class “A” Shares will not be qualified investments
for registered plans. See “Certain Canadian Federal Income Tax Considerations” in the Circular.
Share Price may Fluctuate with the Performance of Tornado or due to Factors beyond Tornado’s Control
In the event that the Tornado Class “A” Shares are listed on the TSXV, a return on an investment in Tornado Class
“A” Shares is not comparable to the return on an investment in a fixed-income security. The recovery of an
investment in Tornado Class “A” Shares is at risk and any anticipated return on an investment in Tornado Class “A”
Shares is based on many performance assumptions. It is possible that there will not be sufficient liquidity in the
shares to allow shareholders to divest them without a material impact on the share price.
The trading price of the Tornado Class “A” Shares will be subject to volatility. This volatility is often based on
factors both related and unrelated to the financial performance or prospects of the issuer involved. The market price
of the Tornado Class “A” Shares could be subject to significant fluctuations in response to variations in Tornado's
operating results, financial condition, liquidity and other internal factors. Factors that could affect the market price
of the Tornado Class “A” Shares that are unrelated to Tornado’s performance include domestic and global
commodity prices, international financial markets generally and economic uncertainty in North America and
Europe, and market perceptions of the attractiveness of particular industries. The price at which the Tornado Class
“A” Shares will trade cannot be accurately predicted.
The Corporation May Issue Additional Tornado Class “A” Shares Diluting Existing Shareholders’ Interests
The articles of the Corporation authorize the Corporation to issue an unlimited amount of Tornado Class “A”
Shares. The Corporation may issue additional Tornado Class “A” Shares to raise funds. The by-laws of the
Corporation provide that dividends may be paid by the Corporation by issuing fully paid Tornado Class “A” Shares.
The Corporation cannot predict the number of Tornado Class “A” Shares it may issue, or the effect, if any, that an
issue will have on the market price of the Tornado Class “A” Shares. However, additional Tornado Class “A”
Shares issued by the Corporation may be dilutive to Tornado Class “A” Shareholders and such dilution could be
significant.
Chinese Start-up
Tornado’s Chinese business will be a start-up. There is currently no significant use of hydrovac trucks in China, so
there will be risks associated with:
•

obtaining regulatory approval of Tornado’s truck design;

•

the market may not accept the advantages of hydrovac excavation technology compared to conventional
excavation technologies, or not at the pace expected by Tornado management;

•

geographic partnerships to provide the hydrovac excavation services to the end user customers may be
difficult and time consuming to consummate;

•

manufacturing of hydrovac equipment through subcontract manufacturers;

•

finding and training operators of the Chinese business, including truck operators; and

•

credit risk of Chinese customers purchasing hydrovac service.
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Chinese competition
There is a risk that other companies may see the opportunity of hydrovac services in China, and may try to emulate
Tornado’s strategy, which may reduce Tornado’s opportunities and profitability in China.
Liquidity Requirements
There is no assurance that future revenues will be sufficient to generate the funds required to continue Tornado’s
business development and marketing activities. Tornado requires significant amounts of working capital in order to
be able to execute its business plan. This will be particularly true as the Chinese business expands, requiring
significant capital investment in the manufacturing and ownership of hydrovac trucks.
Tornado’s ability to obtain additional capital is a significant factor in achieving its strategy of expansion, particularly
in China. There can be no assurance that the current working capital of Tornado following the Arrangement and
exchange of Subscription Receipts for Tornado Class “A” Shares pursuant to the terms of the Subscription
Agreements will be sufficient to enable it to implement all of its objectives. Furthermore, the current state of the
world’s financial markets may limit Tornado’s ability to access credit in the event that it identifies a business
opportunity that would require a significant investment in resources. There can be no assurance that if and when
Tornado seeks equity or debt financing, it will be able to obtain the required funding on favourable commercial
terms, or at all. Any such future financing may also result in additional dilution to existing shareholders.
Foreign Exchange Risk, Capital movement restrictions
Rapid currency fluctuations can have a significant impact on un-hedged non-Canadian dollar denominated revenue
streams. The Chinese service business in particular will sell in foreign currency, mostly Chinese Renminbi.
Similarly, many of the raw material and component inputs may be purchased in Chinese Renminbi or US dollars.
Where possible, Tornado intends to hedge such foreign currency exposure, but there can be no assurance that such
exposure can be fully mitigated.
Profits earned in China may be subjected to capital movement restrictions from time to time, and as such there can
be no assurance that such profits can be repatriated to Canada for distribution to Tornado’s shareholders or for other
corporate purposes, at the times desired by Tornado.
Global Economic Environment
The current economic downturn has demonstrated that businesses and industries throughout the world are very
tightly connected to each other. Thus, events seemingly unrelated to Tornado may adversely affect Tornado over
the course of time. For example, a credit contraction in financial markets, combined with reduced economic
activity, may adversely affect economic activity of businesses in North America and China that collectively are
expected to constitute a significant portion of Tornado’s customer base. As a result, these customers may need to
reduce their purchases of Tornado’s products or services, or Tornado may experience greater difficulty in receiving
payment for the products or services that these customers purchase from Tornado. Any of these events, or any other
events caused by turmoil in world financial markets, may have a material adverse effect on Tornado’s business,
operating results, and financial condition.
Credit Risk
Credit risk arises from the possibility that customers may experience financial difficulty and be unable to fulfill their
commitments to Tornado. Notwithstanding Tornado’s current credit policies and practices, there can be no
assurance that customers will remain able to fulfill their commitments to Tornado which may have an adverse effect
on Tornado’s financial performance.
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Reliance on Key Personnel
The business activities of Tornado involve a certain degree of risk that even a combination of experience,
knowledge and diligence may not be able to overcome. Shareholders must rely on the ability, expertise, judgment,
direction and integrity of the management of Tornado. Success will be dependent on the services of a number of key
personnel, including its executive officers and other key employees, the loss of any one of whom could have an
adverse effect on its operations and business prospects. Tornado feels that by being a publicly traded company it will
have more flexibility than its private competitors to implement attractive incentive plans for key employees to attract
and retain the necessary employees.
Competitive Market
Due to the competitive nature of the business in North America, Tornado must compete on price and quality of its
hydrovac trucks. Delivery time is also an important consideration for customers, meaning that having a finished
goods inventory of hydrovac trucks gives a competitive advantage. There can be no assurance that Tornado will
have the financial capacity to maintain a sufficient finished goods inventory in North America.
In China, there are currently no direct competitors in the market that Tornado intends to pursue. However, strong
competition may begin to appear once the opportunity becomes known, even before the business model is fully
proven. Moreover, the overall cost of excavation is much lower in China (because labour and capital costs are much
lower) so the value proposition of hydrovac services will also be lower in China than North America.
Oil & Gas Related Production and Construction Activity
Particularly in western Canada, demand for Tornado’s products and services tends to fluctuate directly with oil and
gas related production and construction activity. This in turn strongly correlates with the price of oil. A decline in
the demand for Tornado’s products can occur if deteriorating economic conditions reduce these economic activities,
which would have an adverse effect on Tornado’s business, results of operations, and financial condition.
Safety (Reputation and Financial Results Could be Harmed in the Event of Accidents or Incidents)
Tornado is exposed to liabilities that are unique to the services that Tornado provides. Such liabilities may relate to
an accident or incident involving one of Tornado’s hydrovacs or damage to equipment or property caused by one of
Tornado’s hydrovacs, and could involve significant potential claims of injured employees and other third parties.
The amount of Tornado’s insurance coverage may not be adequate to cover potential claims or liabilities and
Tornado may be forced to bear substantial costs as a result of one or more accidents. Substantial claims resulting
from an accident in excess of its related insurance coverage would harm Tornado’s financial condition and operating
results. Moreover, any accident or incident involving Tornado, even if Tornado is fully insured or not held liable,
could negatively affect Tornado's reputation among customers and the public, thereby making it more difficult for
Tornado to compete effectively, and could significantly affect the cost and availability of insurance in the future.
Due to the magnitude of insurance premiums, Tornado decided to self-insure against any physical damage it could
incur on the hydrovac units. This decision will be re-evaluated periodically as circumstances change.
Acquisitions
Tornado may seek to expand its business through acquisitions and may divest underperforming or non-core
businesses. Tornado’s success may depend in part upon management’s ability to identify such acquisition and
divestiture opportunities and to negotiate favourable contractual terms. Tornado’s ability to successfully integrate
acquisitions into its operations could affect Empire’s financial results.
Litigation
Legal proceedings may arise from time to time in the course of Tornado’s business. All industries, including the
hydrovac industry, are subject to legal claims, with and without merit. Such legal claims maybe brought against
Tornado or one or more of its subsidiaries in the future from time to time. Defence and settlement costs of legal
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claims can be substantial, even with respect to claims that have no merit. Due to the inherent uncertainty of the
litigation process, such process could take away from management time and effort and the resolution of any
particular legal proceeding to which Tornado may become subject could have a material effect on Tornado’s
financial position and results of operations.
Environment/Regulatory
Environmental legislation is evolving in a manner expected to result in stricter standards and enforcement, larger
fines and liability and potentially increased capital expenditures and operating costs. No assurance can be given that
environmental laws will not result in an increase in the costs of Tornado’s activities or otherwise adversely affect its
financial condition, results of operations or prospects.
Tornado maintains insurance consistent with industry practice to protect against losses due to sudden and accidental
environmental contamination, accidental destruction of assets, and other operating accidents or disruption. Tornado
also has operational and emergency response procedures, and safety and environmental programs in place to reduce
potential loss exposure. Tornado believes that it is in substantial compliance, in all material respects, with all current
environmental legislation and is taking such steps as it believes are prudent to ensure that compliance will be
maintained.
Structural Subordination of the Tornado Class “A” Shares
In the event of a bankruptcy, liquidation or reorganization of Tornado or its subsidiaries, holders of certain of their
indebtedness and certain trade creditors will generally be entitled to payment of their claims from the assets of the
Corporation or its subsidiaries before any assets are made available for distribution to the Corporation and/or its
shareholders. The Tornado Class “A” Shares will be effectively subordinated to most of the indebtedness and other
liabilities of the Corporation and its subsidiaries. Neither the Corporation nor its subsidiaries will be limited in their
ability to incur secured or unsecured indebtedness.
FINANCIAL INFORMATION
Financial Statements
Included as Schedule A to this Appendix C is the audited statement of financial position of Tornado at May 20, 2016
and audited statements of changes in shareholder’s equity and cash flows for the period of April 27, 2016 to May 20,
2016 (the “Tornado Financial Statements”).
Included as Schedule B to this Appendix C are the audited combined carve-out financial statements of the Hydrovac
Business of Empire for the years ended December 31, 2015, 2014 and 2013 (the “Annual Carve-Out Financial
Statements”) prepared in accordance with IFRS and comprised of the following:
(a)

combined carve-out statements of financial position as at December 31, 2015 and 2014;

(b)

combined carve-out statements of comprehensive (loss) income, changes in equity and owner’s
interest and cash flows for the years ended December 31, 2015, 2014 and 2013; and

(c)

notes to such statements.

Included as Schedule C to this Appendix C are the unaudited pro forma financial statements of Tornado immediately
after giving effect to the Arrangement (the “Tornado Pro Forma Financial Statements”) comprised of:
(d)

a pro forma consolidated statement of financial position as at December 31, 2015; and

(e)

notes to such statements.
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Selected Unaudited Pro Forma Financial Information
The following table sets out selected unaudited pro forma consolidated financial information for Tornado as at
December 31, 2015, assuming the Arrangement and the transactions contemplated thereby occurred on
December 31, 2015, all of which is qualified by the more detailed information contained in the Tornado Pro Forma
Financial Statements.
Tornado Global Hydrovacs Ltd.
Pro Forma Consolidated Statement of Financial Position
as at December 31, 2015
(in Canadian dollars)
(Unaudited)
Assets
Current Assets:
Cash and cash equivalents
Accounts Receivable
Inventory
Prepaid Expenses and Other Assets

Pro Forma Consolidated
10,000,002
1,609,000
4,650,000
87,000

Non-Current Assets:
Property, Plant and Equipment
Unassigned Purchase Price Allocation
Intangible Assets, Net

2,024,000
5,483,516
312,000

Total Assets

24,165,518

Liabilities and Shareholders’ Equity
Current Liabilities
Accounts Payable and Accrued Liabilities
Current Portion of Finance Leases

1,526,000
67,000

Non-Current Liabilities
Finance Leases
Loans Payable

35,000
6,054,000

Shareholders’ Equity

16,483,518

Total Liabilities and Shareholders’ Equity

24,165,518

The pro forma adjustments are based upon the assumptions described in the notes to the Tornado Pro Forma
Financial Statements. The Tornado Pro Forma Financial Statements are presented for illustrative purposes only and
are not necessarily indicative of the operating or financial results that would have occurred had the Arrangement
actually occurred at the times contemplated by the notes to the Tornado Pro Forma Financial Statements or of the
results expected in future periods.
Management’s Discussion and Analysis
Included as Schedule D to this Appendix C is Management’s Discussion and Analysis of Financial Condition and
Results of Operations of the Hydrovac Business of Empire for the years ended December 31, 2015 and 2014 (the
“Annual MD&A”). It includes financial information from, and should be read in conjunction with, the Annual
Carve-Out Financial Statements, which are attached as Schedule B to this Appendix C, as well as the disclosure
contained throughout this Appendix C and the Circular.
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DESCRIPTION OF TORNADO SECURITIES AND SECURITIES DISTRIBUTED
The authorized capital of Tornado consists of an unlimited number of Tornado Class “A” Shares and up to one
hundred (100) Tornado Common Shares. As of the date hereof, there are 100 Tornado Common Shares issued and
outstanding, which are held by Empire. Pursuant to the Arrangement, Empire will transfer all of the Transferred
Assets and Transferred Liabilities to Tornado and, upon completion of all of the steps of the Plan of Arrangement,
Empire Shareholders will be issued Tornado Class “A” Shares and the Tornado Common Shares will be cancelled.
Assuming no Empire Shareholders validly exercise Dissent Rights and no Empire Options or Empire Warrants are
exercised prior to the Effective Date and no Empire Convertible Debentures are converted prior to the Effective
Date, it is expected that 32,417,059 Tornado Class “A” Shares will be distributed to the Empire Shareholders, other
than Dissenting Shareholders, under the Arrangement. See “The Arrangement – Principal Steps of the Arrangement”
in the Circular.
The holders of Tornado Class “A” Shares are entitled to: (i) vote at all meetings of shareholders of Tornado, except
meetings at which only holders of a specified class of shares are entitled to vote; (ii) receive, subject to the rights of
the holders of another class of shares, any dividend declared by Tornado; and (iii) receive, subject to the rights of the
holders of another class of shares, the remaining property of Tornado on the liquidation, dissolution or winding up
of Tornado, whether voluntary or involuntary.
At the Effective Time, Tornado will have issued the Subscription Receipts entitling the holders thereof to acquire
approximately 27,063,783 Tornado Class “A” Shares representing 45.5% of the issued and outstanding Tornado
Class “A” shares following the issuance thereof, assuming no Empire Shareholders validly exercise Dissent Rights
and no Empire Options or Empire Warrants are exercised prior to the Effective Date and no Empire Convertible
Debentures are converted prior to the Effective Date.
Other than the Subscription Receipts, at the Effective Time Tornado will have no other securities that may be
converted ,exercised or exchanged for Tornado Class “A” Shares.
Assuming completion of the Arrangement and the exchange of the Subscription Receipts, Tornado will have issued,
59,480,842 Class “A” Tornado Shares and no other securities will be issued or outstanding.
CONSOLIDATED CAPITALIZATION
The following table sets forth the consolidated capitalization of Tornado as of December 31, 2015 on a pro forma
basis, immediately before and after giving effect to the Arrangement. The table should be read together with the
Tornado Financial Statements and the Tornado Pro Forma Financial Statements.

Description
Tornado Common Shares
Tornado Class “A” Shares

As of December 31, 2015
$1.00
(100 Tornado Common Shares)
$1.00
(100 Tornado Class “A” Shares)

As of December 31, 2015
immediately after giving effect to
the Arrangement
$1.00
(100 Tornado Common Shares)
$16,483,518
(32,417,059 Tornado Class “A”
Shares”)

AVAILABLE FUNDS
Tornado has not carried on any active business since incorporation. As set out in the Tornado Pro Forma Financial
Statements, Tornado will not have sufficient cash resources to fund its planned business operations over the next
year. In order to fund its planned business operations over the next year, Tornado completed a private placement
(the “Private Placement”) of subscription receipts (“Subscription Receipts”) for an aggregate of approximately
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$7,500,000 pursuant to the Subscription Receipt Agreements, which Private Placement is described in more detail
below.
To ensure that Tornado would be sufficiently capitalized following the closing of the Arrangement, Tornado
(through Holdco which will be wound-up into Tornado pursuant to the Arrangement) completed the Private
Placement. The Subscription Receipts were subscribed for by Excellence Raise Overseas Limited ( the
“Subscriber”), a corporation incorporated in the British Virgin Islands and controlled by James Chui, a proposed
director of Tornado, pursuant to the terms of a subscription receipt subscription agreement (the “Canadian
Subscription Agreement”) entered into by the Subscriber, Empire, Tornado and Carscallen LLP as escrow agent
dated January 25, 2016 as well as a subscription agreement entered into by the Subscriber, Empire, Tornado and
Everbright Law Firm dated February 29, 2016 (the “Chinese Subscription Agreement” and together with the
Canadian Subscription Agreement, the “Subscription Agreements”). The closing of the Private Placement resulted
in the issuance of Subscription Receipts by Tornado which entitle the Subscriber to receive, without payment of
additional consideration or further action, such number of Tornado Class “A” Shares as shall equal no less than
45.5% of the issued and outstanding Tornado Class “A” Shares immediately following the completion of the
Arrangement for gross proceeds of approximately $7,500,000.
Effective April 15, 2016, the Subscriber transferred: (i) Subscription Receipts representing the right to acquire
approximately 4.9% of the Tornado Class “A” Shares upon satisfaction of the Escrow Release Conditions to Chao
Huang, a proposed director of Tornado; and (ii) Subscription Receipts representing the right to acquire
approximately 35.7% of the Tornado Class “A” Shares upon satisfaction of the Escrow Release Conditions to
Shanghai Pursuance Intelligence Technologies Limited Partnership (“SPITLP”), a limited partnership organized in
the People’s Republic of China and controlled by James Chui, a proposed director of Tornado. The Subscriber
retained Subscription Receipts representing the right to acquire 4.9% of the Tornado Class “A” Shares upon
satisfaction of the Escrow Release Conditions.
In connection with the closing of Private Placement, the Subscriber, Empire and Holdco entered into a governance
agreement (the “Governance Agreement”) providing for, amongst other things: (i) until the earlier of the
termination of the Subscription Agreements and the closing date of the Arrangement, the board of Tornado will be
comprised of nominees of Empire; (ii) following satisfaction of the Escrow Release Conditions, the board of
Tornado will be reconstituted to be comprised of five (5) directors of which two (2) nominees shall be of Empire,
Messrs. Nelson and Evong, two (2) nominees shall be of the Subscriber, Messrs. Chui and Huang and one (1)
nominee shall be jointly identified by Empire and the Subscriber, Mr. Tai; (iii) following the release of the
Escrowed Funds and the organization of the WFOE, $2,000,000 shall be used by Tornado to subscribe for shares in
the WFOE, $2,000,000 shall be used by Tornado to provide the WFOE Loan and the balance of the funds of
Tornado shall be used for general working capital; (iv) Tornado shall use its reasonable commercial efforts to
organize the WFOE as soon as reasonably practicable; (v) the Subscriber shall make available to WFOE within
thirty (30) days of the organization of the WFOE, a secured subordinated term loan in the principal amount of
$2,500,000 maturing four (4) years following the first advances of funds accruing at a rate of 8% per annum,
compounded annually; and (vi) until the listing of the Tornado Class “A” Shares on the TSXV, certain corporate
matters involving the issuance of securities of Tornado, certain expenditures and certain corporate transactions shall
not be carried out. See “Material Contracts”.
The proceeds of the Private Placement will be released if certain escrow release conditions (the “Escrow Release
Conditions”) are satisfied. The escrow release conditions include:
(i)

the approval of the Arrangement by the Empire Securityholders;

(ii)

the listing of the Tornado Class “A” Shares on the TSXV;

(iii) the receipt of final order of the Court of Queen’s Bench approving the Arrangement; and
(iv) the closing of the Arrangement.
A portion of the proceeds of the Private Placement, in the amount of $4,000,000 will be used by Tornado to
capitalize a newly organized wholly foreign owned subsidiary (the “WFOE”) of Tornado, to be organized in China
to carry on the hydrovac business of Tornado in China. An amount of approximately $2,000,000 will be used by
Tornado to subscribe for voting securities of the WFOE and an amount of approximately $2,000,000 (the “WFOE
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Loan”) will be loaned by Tornado to the WFOE on acceptable terms and subordinated to the principal lender of the
WFOE. The remaining balance of the proceeds of the Private Placement, in the amount of $3,500,000 will be used
as working capital by Tornado. As at April 30, 2016, the consolidated working capital of the Hydrovac Business
was approximately $3,883,000.
While Tornado intends to use proceeds of the Private Placement as stated above, there may be circumstances that are
not known at this time where a reallocation of the proceeds may be advisable for business reasons that management
believes are in Tornado’s best interests. The use of proceeds of the Private Placement by Tornado is consistent with
Tornado’s stated business objectives of growing the North American business and expanding into China. Other than
satisfaction of the Escrow Release Conditions, there is no particular significant event or milestone that must occur
for Tornado’s business objectives to be accomplished.
Following closing of the Arrangement, the Subscriber has agreed to provide a secured term loan to Tornado (the
“Subscriber Loan”) in a principal amount of Chinese Renminbi equal to $2,500,000 (the “Subscriber Loan
Amount”). The Subscriber will receive, amongst other things, a subordinated note (the “Subscriber Note”) in a
principal amount equal to the Subscriber Loan Amount. The Subscriber Note will bear interest at a rate of 8.0% per
annum, payable annually for a term of four (4) years. The principal amount of the Subscriber Note will be repayable
in a lump sum at the end of the term of the loan. The Subscriber Note will be secured by all personal property of
Tornado and subordinated to Tornado’s principal lender.
In addition, pursuant to the Arrangement, Tornado will receive a subordinate loan from Empire. See “Appendix B –
Post-Arrangement Interest in Tornado”.

OPTIONS AND OTHER RIGHTS TO PURCHASE SECURITIES
The Tornado Board has adopted the Tornado Option Plan. See “Tornado Option Plan”. There are currently no
options issued under the Tornado Option Plan. The issuance of options under the Tornado Option Plan is at the
discretion of the Tornado Board. Following completion of the Arrangement it is expected the options may be
granted by the proposed Tornado Board although no steps or discussions have yet occurred in that regard.
Holdco has issued the Subscription Receipts. The rights and obligations set forth in the Subscription Receipt
Agreements will be transferred and assumed by Tornado pursuant to the Arrangement. Thereafter, and upon
satisfaction of the Escrow Release Conditions, Tornado will issue approximately 27,063,783 Tornado Class “A”
Shares, representing 45.5% of the issued and outstanding Tornado Class “A” Shares upon issuance.

MARKET FOR SECURITIES
The Tornado Class “A” Shares are not currently listed on any stock exchange although it is anticipated that the
Tornado Class “A” Shares will be listed on the TSXV following completion of the Arrangement. As the Tornado
Class “A” Shares are not listed on a stock exchange, unless and until such a listing is obtained, holders of Tornado
Class “A” Shares may not have a market for their Tornado Class “A” Shares and may not be able to resell the
Tornado Class “A” Shares received by them under the Arrangement. This may have a material adverse effect on the
price of the Tornado Class “A” Shares in the secondary market, the transparency and availability of trading prices,
the liquidity of the Tornado Class “A” Shares and the extent of the regulations to which Tornado is subject. See
“Risk Factors”.
DIVIDENDS OR DISTRIBUTIONS
Since incorporation, Tornado has not paid dividends to its shareholder to date and does not anticipate paying cash
dividends on the Tornado Class “A” Shares in the foreseeable future. Following completion of the Arrangement,
Tornado’s policy will be to retain cash flows to finance the development and enhancement of its hydrovac business
and to otherwise reinvest in its business. The declaration and payment of dividends on the Tornado Class “A” Shares
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is at the discretion of the Tornado Board. Tornado’s dividend policy will be reviewed from time to time by the
Tornado Board in the context of earnings, financial condition and other relevant factors.
PRIOR SALES
Since incorporation, Tornado has issued 100 Tornado Common Shares at a price of $0.01 per Tornado Common
Share on April 27, 2016. Tornado has issued no other securities.
Holdco has issued the Subscription Receipts for aggregate proceeds of $7,500,000. The rights and obligations set
forth in the Subscription Receipt Agreements will be transferred and assumed by Tornado pursuant to the
Arrangement. Thereafter, and upon satisfaction of the Escrow Release Conditions, Tornado will issue
approximately 27,063,783 Tornado Class “A” Shares, representing 45.5% of the issued and outstanding Tornado
Class “A” Shares upon issuance.
ESCROWED SECURITIES AND SECURITIES SUBJECT TO CONTRACTUAL RESTRICTIONS ON
TRANSFER
As of the date hereof, no securities of any class of Tornado are held in escrow or are subject to a contractual
restriction on transfer, other than under the Arrangement Agreement. Other than as discussed below, no securities of
any class of Tornado are expected to be held in escrow or subject to a contractual restriction on transfer following
completion of the Arrangement.
PRINCIPAL SECURITYHOLDERS
As of the date hereof, Empire holds 100% of the issued and outstanding Tornado Common Shares, being all of the
issued and outstanding shares in the capital of Tornado. There are no Tornado Class “A” Shares issued and
outstanding. Immediately following completion of the Arrangement, it is expected that 54.5% of the issued and
outstanding Tornado Class “A” Shares will be held by the Empire Shareholders, other than Dissenting Shareholders
and 45.5% of the issued and outstanding Tornado Class “A” Shares will be held by the Subscription Receipt
Holders. No Tornado Common Shares will be issued and outstanding. See “Description of Securities Distributed –
Tornado Class “A” Shares”, “Available Funds” and “The Arrangement – Principal Steps of the Arrangement”.
To the knowledge of the directors and management of Tornado, immediately following completion of the
Arrangement and the issuance of the Tornado Class “A” Shares on exchange of the Subscription Receipts, it is
expected that no persons will beneficially own, or control or direct, directly or indirectly, Tornado Class “A” Shares
carrying more than 10% of the voting rights attached to the Tornado Class “A” Shares expected to be issued and
outstanding at that time, except as set forth below. See also “Available Funds”.

Name

Shanghai Pursuance Intelligence
Technology Limited Partnership

Aggregate Number of Tornado
Class “A” Shares

Percentage of Issued and
Outstanding Tornado Class
(1)
“A” Shares

21,234,661(2)

35.7%

Notes:
(1) Assuming no exercise of any Empire Options, Empire Warrants or conversion of Empire Convertible Debentures prior
to the completion of the Arrangement.
(2) Fifty percent (50%) of the voting securities are controlled by James Chui, a proposed director of Tornado who also exercises
direction or control over Excellence Raise Overseas Limited which will own 2,914,561 Tornado Class “A” Shares. In
aggregate, Mr. Chui will exercise control or direction over 24,149,222 Tornado Class “A” Shares representing
approximately 40.6% of the issued and outstanding Tornado Class “A” Shares. Fifty Percent (50%) of the voting securities
are controlled by Chao Huang who will also be the registered owner of 2,914,561 Tornado Class “A” Shares. In aggregate,
Mr. Huang will own or exercise control or direction over 24,149,222 Tornado Class “A” Shares representing approximately
40.6% of the issued and outstanding Tornado Class “A” Shares.
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DIRECTORS & EXECUTIVE OFFICERS
Name, Occupation and Security Holding
The following table sets forth the name, province or state and country of residence, position with Tornado, principal
occupation during the previous five years and the pro forma number and percentage of Tornado Class “A” Shares
and any of its subsidiaries expected to be beneficially owned or controlled, directly or indirectly, for the proposed
directors and officers of Tornado immediately following completion of the Arrangement:

Name, Residence and
Position with Tornado

Guy Nelson(1)(4)(5)
Non-Executive Chairman,
Director
Toronto, Ontario, Canada
George Tai(4)(5)
Corporate Secretary &
Director
Calgary, Alberta, Canada
Darrick Evong(4)(5)
Director
Calgary, Alberta, Canada

James Chui
Director
Vancouver, British
Columbia, Canada

Huang Chao
Director
Shanghai, China
Bill Rollins
Chief Executive Officer
Calgary, Alberta, Canada

Connie Ping
Chief Financial Officer
Calgary, Alberta, Canada

Notes:
(1)
(2)

Principal Occupation for
Preceding Five Years

Number and Percentage of
Tornado Class “A” Shares To Be
Beneficially Owned or Controlled
Directly or Indirectly(3)

Chief Executive Officer and President of Empire
Industries Ltd. Chairman of Empire Iron since
1997. Chairman of Better Work Place Inc. from
Sept. 2001 to present. Guy holds an MBA from the
Ivey Business School and a B.Comm from
University of Alberta.
Partner at Carscallen LLP since 2006.

2,496,875
(4.2%)

Independent Consultant for Cordy Oil Field
Services (TSXV:CKK) since February 2015.
President of Darsha Business Consulting from 2014
to present. Director of Financial Projects for
Mullen Group Ltd. (TSX:MTL) from 2008 to 2014.
Chairman & CEO of Excellence Raise Overseas
Limited since 2013. Director/President of SinoPacific Agency Partners (Hong Kong) Limited
since 2010. Director/President of Sino-Pacific
Agricultural Investment Inc. from 2011 through
2015.
Chief Executive Officer of Shanghai World Trade
since 2013. Previously Marketing Manager of
Shanghai World Trade since 2007.

Nil

Chief Executive Officer of Tornado. Previously
president of the Tornado business unit of Empire
Industries since 2007. From 1985 to 2007, Chief
Executive Officer of Tornado Technologies Inc.
(TSXV: TDO) and its predecessor companies.
Chief Financial Officer of Tornado. Since 2011,
served as Manager, M&A and Commercial Finance
for Shell Canada. Previously Manager, M&A and
Commercial Finance for Shell China since 2009 and
Finance Manager for Shell JV since 2006. Held a
number of positions with increasing levels of
responsibility in the finance and accounting area at
Shell China since 1994.

Nil

24,149,222(2)
(40.6%)

2,914,561
(4.9%)

747,318
(1.26%)

Nil

Director since incorporation of Tornado on April 27, 2016.
Mr. Chui exercises control or direction through control of Shanghai Pursuance Intelligence Technology Limited
Partnership and Excellence Raise Overseas Limited.
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(3)
(4)
(5)

Assuming no exercise of any Empire Options, Empire Warrants or conversion of Empire Convertible Debentures prior
to the completion of the Arrangement.
Proposed Member of the Audit Committee of the Corporation.
Proposed Member of the Compensation and Corporate Governance Committee of the Corporation.

As of the date of this Circular, the number of Tornado Class “A” Shares to be beneficially owned, or controlled or
directed, directly or indirectly, by the directors and executive officers of the Corporation, assuming completion of
the Arrangement is 30,307,976 being approximately 51.1% of the issued and outstanding Common Shares assuming
the exchange of the Subscription Receipts for Tornado Class “A” Common Shares.
The term of the office of each director will expire at the next annual general meeting of the shareholders.
Mr. Nelson is the Executive Chairman, Chief Executive Officer, President and a director of Empire, listed on
the TSXV.
Mr. Rollins was the Chief Executive Officer of Tornado Technologies Inc. from May 1997 to November 2007 and a
director of Empire from November 2007 to November 2011.
Mr. Tai has been an officer or director of the following reporting issuers:
Issuer
Zi Corporation
C88 Capital Corporation
Kam and Ronson Media Group Inc.
VisionSky Corp.

Exchange
Nasdaq/TSX
TSXV
TSXV
CNSX

SinoGas West Inc.

TSXV

Period
July 2007 to April 2009
June 2003 to February 2006
February 2006 to April 2009
March 2007 to June 2010 (Officer)
February 2008 to June 2010 (Director)
December 2007 to May 2012

No other proposed directors or officers of Tornado have been directors or officers of reporting issuers.
Cease Trade Orders, Bankruptcies, Penalties or Sanctions
To the best of the knowledge of management of Tornado:
(a)

(b)

no person who is a director or executive officer of Tornado is, as at the date of this annual
information form, or has been, within 10 years before the date of this annual information form, a
director, chief executive officer or chief financial officer of any company (including Tornado)
that:
(i)

was subject to an order (as defined below) that was issued while that person was acting in
the capacity as director, chief executive officer or chief financial officer; or

(ii)

was subject to an order that was issued after that person ceased to be a director, chief
executive officer or chief financial officer and which resulted from an event that occurred
while that person was acting in the capacity as director, chief executive officer or chief
financial officer; or

no person who is a director or executive officer of Tornado, or who is a person holding a sufficient
number of Tornado Class “A” Shares to affect materially the control of Tornado, is, as at the date
of this annual information form, or has been within 10 years before the date of this annual
information form, a director or executive officer of any company (including Tornado) that, while
that person was acting in that capacity, or within a year of that person ceasing to act in that
capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy or
insolvency or was subject to or instituted any proceedings, arrangement or compromise with
creditors or had a receiver, receiver manager or trustee appointed to hold its assets; or
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(c)

no person who is a director or executive officer of Tornado, or who is a person holding a sufficient
number of Tornado Class “A” Shares to affect materially the control of Tornado, has, within the
10 years before the date of this annual information form, become bankrupt, made a proposal under
any legislation relating to bankruptcy or insolvency, or become subject to or instituted any
proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or
trustee appointed to hold the assets of that person.

For the purposes of (a) above, “order” means:
(a)

a cease trade order;

(b)

an order similar to a cease trade order; or

(c)

an order that denied the relevant company access to any exemption under securities legislation,

that was in effect for a period of more than thirty (30) consecutive days.
Conflict of Interest Restrictions and Provisions
The ABCA contains “conflict of interest” provisions that serve to protect the holders of Tornado Class “A” Shares
by requiring each director and officer of the Corporation to disclose to the Corporation any interest in a material
contract or transaction or proposed material contract or transaction with Tornado or the fact that such person is a
director or officer of or otherwise has a material interest in any person who is a party to a material contract or
transaction or proposed material contract or transaction with Tornado. Such disclosure is required to be made at the
first meeting at which a proposed contract or transaction is considered. In the event that a material contract or
transaction or proposed material contract or transaction is one that in the ordinary course would not require approval
by the board of directors of the Corporation, the director or officer is required to disclose in writing to the
Corporation or request to have entered into the minutes of the meeting of the board of directors the nature and extent
of his or her interest forthwith after the director or officer becomes aware of the contract or transaction or proposed
contract or transaction. In any case, a director or officer who has made disclosure to the foregoing effect is not
entitled to vote on any resolution to approve the contract or transaction unless the contract or transaction is one
relating primarily to his or her remuneration as a director, officer, employee or agent of the Corporation or one for
indemnity under the provisions of the ABCA or liability insurance.
In the case of subsidiaries of the Corporation, the governing statutes contain similar “conflict of interest” provisions
to those described in the preceding paragraph and the directors and executive officers of the subsidiaries of the
Corporation are legally obligated to comply with such provisions.
Neither the Corporation nor any of its subsidiary entities have been advised of any current or potential material
conflicts of interest of their respective directors or executive officers except as follows:
Guy Nelson is the Executive Chairman, Chief Executive Officer and a director of Empire. Mr. Nelson will also be
the Non-Executive Chairman and a director of Tornado.
James Chui is exercises control or direction over 50% of the voting securities of Shanghai Pursuance Intelligence
Technology Limited Partnership, which will own 35.7% of the Tornado Class “A” Shares following completion of
the Arrangement and the exchange of the Subscription Receipts.
See “Principal Securityholders”.
EXECUTIVE COMPENSATION
To date, Tornado has not carried on any active business and has not completed a fiscal year of operations. No
compensation has been paid by Tornado to its executive officers or directors and none will be paid until after the
Arrangement is completed.
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Except as described below, as of the date hereof, there are no employment contracts in place between Tornado and
any of its executive officers and there are no provisions for the compensation of executive officers in the event of
termination of employment or change of responsibilities following a change of control of Tornado.
In the event that the Arrangement is completed, Bill Rollins will become the Chief Executive Officer of Tornado
under substantially the same terms as his current employment terms with Empire. On the basis, Bill Rollins will
have an employment contract which, if terminated without cause by Tornado, will provide for a termination
payment equal to 2 ½ years of current salary, plus two times the average annual bonus in the preceding two years
(including his years of employment with Empire). If these provisions had been triggered on the last business day of
the most recently completed financial year, it would have resulted in a payment of approximately $550,000.
Connie Ping has entered into an employment agreement with Tornado which contemplates that, in the event that the
Arrangement is completed and Ms. Ping is subsequently terminated without cause by Tornado, that she will receive
a termination payment equal to six (6) months of current salary. If these provisions had been triggered on the last
business day of the most recently completed financial year, it would have resulted in a payment of approximately
$70,000. In the event that the Arrangement is not completed, Empire has agreed to assume the obligations of
Ms. Ping’s employment agreement and offer her employment in a comparable capacity with Empire.
The Compensation Committee will consider the employment arrangements and the executive compensation
structure of Tornado following completion of the Arrangement. See “Corporate Governance – Compensation
Committee” and “Tornado Option Plan”.
TORNADO OPTION PLAN
The following is a summary only of certain material terms of the Tornado Option Plan. This summary does not
purport to be complete and is qualified by reference to the Tornado Option Plan, a copy of which is attached as
Schedule G to this Appendix C.
The Tornado Board adopted the Tornado Option Plan on May 17, 2016. Approval of the Tornado Option Plan will
not be sought at the Empire Meeting. In accordance with the policies of the TSXV, the Tornado Option Plan must
be approved by the holders of Tornado Class “A” Shares at its inception and subsequently at each annual general
meeting of the holders of Tornado Class “A” Shares, unless an exception exists.
However, initial shareholder approval of the Tornado Option Plan is not required if: (i) the stock option plan was
implemented by Tornado prior to Tornado listing on the TSXV; (ii) Tornado files a Form 2B - Listing Application in
conjunction with its application to list on the TSXV; and (iii) Tornado has disclosed the details of the stock option
plan and any existing stock options in the Form 2B.
Tornado will submit a Form 2B in conjunction with its application to list the Tornado Class “A” Shares on the
TSXV, which Form 2B shall include a detailed description of the Tornado Option Plan. Accordingly, shareholder
approval will not be required until the first annual meeting of the holders of Tornado Class “A” Shares.
The Tornado Board believes that, following completion of the Arrangement, the Tornado Option Plan will provide
management with a strong link to Tornado’s long-term performance and the creation of shareholder value. The
Tornado Board believes that the ability to grant equity-based awards will allow Tornado to reward directors and
officers for their sustained contributions to Tornado and align their interests with those of Tornado’s shareholders.
The Tornado Board also believe that equity-based awards incentivize employee continuity and retention.
The number of authorized but unissued Tornado Class “A” Shares that may be subject to Tornado Options granted
to optionees under the Tornado Option Plan shall not exceed 10% of the Tornado Class “A” Shares issued and
outstanding at the date of grant. Rolling 10% stock option plans such as the Tornado Option Plan require annual
shareholder approval.
The purpose of the Tornado Option Plan is to develop the interest of directors, officers, employees and consultants
of Tornado in the growth and development of Tornado by providing such persons with the opportunity to acquire an
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increased proprietary interest in Tornado thereby providing an incentive to contribute to the future success and
prosperity of Tornado, thus enhancing the value of the Tornado Class “A” Shares for the benefit of all Tornado
Class “A” Shareholders and increasing the ability of Tornado to attract and retain persons of experience by aligning
the interests of executives and employees with the growth and profitability of Tornado. The longer-term focus of
the Tornado Option Plan complements and balances the short-term elements of the compensation program that is
contemplated for Tornado.
The Tornado Option Plan is administered by the Tornado Board and all decisions and interpretations of the Tornado
Board respecting the Tornado Option Plan or Tornado Options granted thereunder shall be conclusive and binding
on Tornado and on the optionees. The Tornado Board may, at any time and from time to time, grant Tornado
Options under the Tornado Option Plan on terms and conditions to be determined by the Tornado Board from time
to time, subject to the conditions contained in the Tornado Option Plan and subject to the policies of the TSXV.
The exercise price of the Tornado Options shall be fixed by the Tornado Board at the date of grant, provided that
such price shall not be less than that permitted by any stock exchange upon which the Tornado Class “A” Shares are
then listed and posted for trading. The maximum for which Tornado Options may be exercisable is five years, but
such term may be shortened by the Tornado Board in any stock option agreement, and all Tornado Options will be
subject to early termination in accordance with the provisions of the Tornado Option Plan relating to the cessation of
the optionee as a director, officer, employee or consultant, either due to termination of employment or due to death
or permanent disability. The aggregate number of Tornado Class “A” Shares reserved for issuance pursuant to
Tornado Options granted to any one individual in any 12 month period may not exceed 5% of the issued and
outstanding Tornado Class “A” Shares at the date of grant. The aggregate number of Tornado Class “A” Shares
reserved for issuance pursuant to Tornado Options granted to any one consultant or granted to employees
conducting investor relations activities in any 12 month period may not exceed 2% of the issued and outstanding
Tornado Class “A” Shares at the date of grant. In addition, the issuance of securities to any one insider and such
insider’s associates pursuant to the Tornado Option Plan and other share compensation arrangements within a 12
month period may not exceed 5% of the outstanding Tornado Class “A” Shares at the date of grant.

CORPORATE GOVERNANCE
Following completion of the Arrangement, Tornado expects to be considered a “venture issuer” for the purposes of
National Instrument 58-101 – Disclosure of Corporate Governance Practices (“NI 58-101”).
The Tornado Board
The Tornado Board will be comprised of Messrs. Nelson, Tai, Evong, Chui and Huang. See “Directors and
Executive Officers”. The Tornado Board will operate under the written mandate of the Tornado Board (the
“Tornado Board Mandate”), a copy of which is attached as Schedule E to this Appendix C. The primary function
of the Tornado Board is to supervise the management of the business and affairs of Tornado, and includes the
responsibility for the strategic planning process, risk management, succession planning, approving and
communicating a communications policy, setting internal controls and approving material transactions and
contracts.
Currently, only one (1) of the five (5) members, representing a minority, of the Tornado Board are “independent” for
the purposes of NI 58-101. Pursuant to NI 58-101, a director is independent for the purposes of NI 58-101 if he or
she has no direct or indirect material relationship with the issuer. A “material relationship” is a relationship that
could, in the view of the Tornado Board, be reasonably expected to interfere with the exercise of a director’s
independent judgment. Certain relationships are deemed to be material relationships for these purposes. Mr. Nelson
is not independent for the purposes of NI 58-101 because he is the Executive Chairman and Chief Executive Officer
of Empire which, following the Arrangement, will be Tornado’s largest creditor. See “Post-Arrangement Interest in
Tornado” in Appendix B. Mr. Tai is not independent for the purposes of NI 58-101 because he is a partner of
Carscallen LLP, corporate counsel to Tornado, which has accepted fees in connection with its engagement.
Mr. Chui and Mr. Huang are not independent as they are directors or officers of limited partners and exercise control
or direction over Shanghai Pursuance Intelligence Technology Limited Partnership, a control person of Tornado.
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It is the intention of Tornado to seek new or additional board members so that a majority of the Tornado Board is
“independent”.
Tornado will take steps to ensure that adequate structures and processes will be in place upon completion of the
Arrangement to permit the Tornado Board to function independently of management of Tornado. It is contemplated
that the independent directors will hold in camera sessions without management present at each meeting of the
Tornado Board and the Nomination and Corporate Governance Committee. In addition, the Tornado Board has
appointed Mr. Evong as Independent Lead Director of the Tornado Board in order to provide leadership for the
independent directors of the Tornado Board.
As set out in the Tornado Board Mandate, Tornado will have a policy of making a full continuing education process
available to Tornado Board members that includes background materials on Tornado, meetings with key
management and visits to Tornado’s head office. Tornado Board members may request that Tornado arrange for
their participation in any cost effective continuing education program that is relevant to their role as Tornado Board
and committee members.
Directors and executive officers are required by the Tornado Board Mandate and applicable law to promptly
disclose any potential conflict of interest that may arise. If a director or executive officer has a material interest in an
agreement or transaction, applicable law and principles of sound corporate governance require them to declare the
interest in writing and where required by applicable law abstain from voting with respect to the agreement or
transaction.
Following completion of the Arrangement, the Tornado Board expects to adopt a written code of business conduct
and ethics that will apply to all directors, officers and employees of Tornado. The Tornado Board and the Audit
Committee also expect to establish a whistleblower policy to encourage employees, officers and directors to raise
concerns regarding any matters, including accounting, internal controls or auditing matters, on a confidential basis
free from discrimination, retaliation or harassment.
The Tornado Board has established the Audit Committee and the Compensation and Corporate Governance
Committee and has approved charters for each committee and delegated to each committee those duties and
responsibilities set out in each committee’s charter. The primary duties and responsibilities of each committee are
described below.
Audit Committee
Following completion of the Arrangement, Tornado expects to be considered a “venture issuer” for the purposes of
National Instrument 52-110 – Audit Committees (“NI 52-110”). The following disclosure has been prepared in
reliance on the exemption in section 6.1 of NI 52-110 relating to the requirements of Part 3 (Composition of the
Audit Committee) and Part 5 (Reporting Obligations).
Audit Committee Charter
The Audit Committee operates under the Audit Committee Charter, a copy of which is attached as Schedule F to this
Appendix C. The primary duties and responsibilities of the Audit Committee are to provide assistance to the
Tornado Board in fulfilling its responsibility to the shareholders, potential shareholders and the investment
community, to oversee the work and review the qualifications and independence of the external auditors of Tornado
and to assist the Tornado Board with the legal compliance and ethics programs as established by management and
by the Tornado Board and as required by applicable law.
Composition of the Audit Committee
The Audit Committee consists of Messrs. Evong, Nelson and Tai, each of whom is considered “financially literate”
for the purposes of NI 52-110. Mr. Evong is “independent” and is the Chair of the Audit Committee. Mr. Nelson is
not “independent” as he is the Executive Chairman and Chief Executive Officer of Empire which, following the
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Effective Date, will be the largest creditor of Tornado. Mr. Tai is not “independent” as he is a partner of Carscallen
LLP which is corporate counsel to Tornado and accepts fees in that capacity.
For the purposes of NI 52-110, an individual is financially literate if he or she has the ability to read and understand
a set of financial statements that present a breadth and level of complexity of accounting issues that are generally
comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by the issuer’s
financial statements. All members of the Audit Committee have experience reviewing financial statements and
dealing with related accounting and auditing issues.
In addition to each member’s general business experience, the education and experience of each member of the
Audit Committee that is relevant to the performance of such member’s responsibilities as a member of the Audit
Committee are set forth below.
Darrick Evong
Mr. Evong is a Chartered Accountant as well as a Chartered Business Valuator. Since 2014, he has been President
of Darsha Business consulting, a consultancy that provides strategic and financial services to small and medium
sized businesses, including Cordy Oilfield Services, a TSXV company that provides truck mounted equipment
services like hydrovac excavation. From 2008, through 2014, he was Director of Financial Products at Mullen
Group Ltd., a TSX company that provides freight transportation services and other transportation and logistical
services. Prior to this, Mr. Evong served in progressively senior financial positions at various publicly traded energy
businesses, as well as serving at Ernst & Young LLP as an accountant and corporate finance analyst.
George Tai
Since 2006, Mr. Tai has been a partner at Carscallen LLP, a business law firm based in Calgary, AB. He specializes
in mergers, acquisitions & divestitures, securities and Corporate Finance, intellectual property, oil & gas/energy, and
corporate governance issues. He is a member of the Law Society of Alberta, having been called to the bar in 1992.
He holds a Bachelor of Science in Biochemistry as well as a Bachelor of Laws from the University of Western
Ontario.
Guy Nelson
Mr. Nelson is the Non-Executive Chairman of the Corporation. He is Executive Chairman, CEO, and President of
Empire Industries, Ltd. (TSXV:EIL). Chairman of Better Work Place Inc. from September 2001 to present. CEO
and Director of Associated Proteins LP from 2004 to 2007. Vice President and Director of Bracknell Corporation
between1991 and 1997. VP Investments, Cavendish Investing Ltd. from 1988 to 1991. Guy holds an MBA from
the Ivey Business School and a B.Comm from University of Alberta.

Policies and Procedures for the Engagement of Audit and Non-Audit Services
Under the Audit Committee Charter, the Audit Committee is required to pre-approve all non-audit services to be
performed by the external auditors in relation to Tornado. On a regular basis, the Audit Committee will pre-approve
a maximum dollar amount to be spent on detailed non-audit services until the next pre-approval request of the Audit
Committee. At each quarterly meeting, management will report back to the Audit Committee on the details of any
non-audit services actually provided by the external auditor in the previous quarter. The pre-approval process will
include a well-reasoned assessment of the impact of the service on the auditor’s independence by the members of
the Audit Committee.
External Auditor Service Fees
As of the date hereof, Tornado has incurred fees of $1,500 due to MNP LLP for its performance of the audit of the
Annual Tornado Financial Statements.
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Compensation and Corporate Governance Committee
The Compensation and Corporate Governance Committee is comprised of Messrs. Nelson, Evong and Tai, of which
Mr. Evong is considered “independent” for the purposes of NI 58-101. Mr. Nelson is not “independent” as he is the
Executive Chairman and Chief Executive Officer of Empire which, following the Effective Date, will be the largest
creditor of Tornado. Mr. Tai is not “independent” as he is a partner of Carscallen LLP which is corporate counsel
to Tornado and accepts fees in that capacity. Mr. Tai is the Chair of the Compensation and Corporate Governance
Committee.
The primary duties and responsibilities of the Compensation and Corporate Governance Committee are to review
and approve the compensation of the directors of Tornado and to advise the Tornado Board on compensation and
incentive policy. The Compensation and Corporate Governance Committee’s responsibilities include:
recommending annual and long-term performance goals and objectives for the senior executive officers; setting
guidelines for determining the short-term and long-term compensation of senior executive officers according to
specified criteria and relevant information provided by management and external compensation consultants;
evaluating the performance of the President in consideration of the performance goals and objectives and
determining his compensation; assisting the President as necessary in determining the compensation of other
officers; making recommendations to the Tornado Board with respect to incentive based compensation plans and
equity based plans, including the Tornado Option Plan; reviewing and recommending the compensation for
independent directors and committee members; and reviewing and approving the executive compensation disclosure
required by applicable Canadian securities laws to be included in Tornado’s annual management information
circular and similar disclosure required under other applicable laws.
The process by which the Tornado Board identifies new candidates for board nomination is set out in the Tornado
Board Mandate and the Compensation and Corporate Governance Committee charter. The primary duties and
responsibilities of the Compensation and Corporate Governance Committee are to assess and advise the Tornado
Board on enhancing Tornado’s corporate governance through a continuing assessment of Tornado’s approach to
corporate governance and to make policy recommendations with respect to the effectiveness of the Tornado Board
and its committees. The Compensation and Corporate Governance Committee is responsible for identifying
individuals believed to be qualified to become board members and recommending to the Tornado Board for its
approval the candidates to be nominated for election as directors at annual meetings of shareholders. While the
Tornado Board is responsible for recommending the directors for election by shareholders, our nomination process
requires that each individual nominated by the Tornado Board must also be approved by the majority of the
independent directors of the Tornado Board.
The Compensation and Corporate Governance Committee is also responsible for assessing the effectiveness of the
Tornado Board in fulfilling its role, including monitoring the effectiveness of individual directors who are expected
to attend board meetings regularly, participate in committee activities, review and understand information
distributed in advance of Tornado Board meetings, be available to the Non-Executive Chairman and other members
of management for advice and counsel, and monitoring the effectiveness of individual directors and for reviewing
and assessing the effectiveness of independent Tornado Board leadership and making recommendations for any
changes required to the Tornado Board for its approval. There is no formal assessment process. Rather, the
Compensation and Corporate Governance Committee is responsible for determining the appropriate assessment
process.
PROMOTERS
Empire took the initiative of incorporating and organizing Tornado and its business and operations and, as such,
Empire and its directors and officers may be considered to be “promoters” of Tornado for the purposes of Canadian
securities laws. As of the date hereof, Tornado holds 100% of the issued and outstanding Tornado Common Shares,
being all of the issued and outstanding shares of Tornado. Upon closing of the Arrangement and satisfaction of the
Escrow Release Conditions, anticipated to occur within a reasonable period of time following completion of the
Arrangement, it is expected that 54.5% of the issued and outstanding Tornado Class “A” Shares will be held by the
Empire Shareholders, other than Dissenting Shareholders and an aggregate of 45.5% of the Tornado Class “A”
Shares will be held by the Subscriber, SPITLP and Chao Huang. SPITLP will be a “control person” as that term is

C-28

defined under securities laws. Other than as disclosed in the Circular and in this Appendix C, no other assets are
proposed to be received by Tornado in return in connection with the Arrangement. See “Material Contracts” below
and “The Arrangement” in the Circular.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
None of our directors or executive officers, or any of their respective associates or affiliates, is or has at any time
since the date of incorporation of Tornado, has been indebted to Tornado.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
No person or company who is a director or executive officer of Tornado, a person or company that is the direct or
indirect owner of, or who exercises control or direction over, more than 10% of the outstanding Tornado Class “A”
Shares, or an associate or affiliate of any of the aforementioned persons or companies, has had any material interest
in any transaction with Tornado within the three most recently completed financial years of Tornado, or during the
current financial year of Tornado, that has or will materially affect Tornado except for:
Mr. Nelson is the Executive Chairman and Chief Executive Officer and a director of Empire, which following
completion of the Arrangement will be the largest creditor of Tornado.
Mr. Chui exercises control or direction over the Subscriber and SPITLP which own, in aggregate, Subscription
Receipts representing the right to acquire 40.6% of the Tornado Class “A” Shares upon satisfaction of the Escrow
Release Conditions.
LEGAL PROCEEDINGS AND REGULATORY ACTIONS
Tornado is not currently a party to any legal proceedings or regulatory actions material to it and, insofar as
management of Tornado is aware, no such proceedings are currently contemplated.
MATERIAL CONTRACTS
Other than as set out in the list below, there are no contracts, other than contracts entered into in the ordinary course
of business, that are material to Tornado that were entered into since incorporation:
•

Canadian Subscription Agreement. Tornado, Empire, the Subscriber and Carscallen LLP entered into the
Canadian Subscription Agreement effective January 25, 2016. For a summary of the terms of the Canadian
Subscription Agreement, see “Available Funds”.

•

Chinese Subscription Agreement. Tornado, Empire, the Subscriber and Everbright Law Firm entered into
the Chinese Subscription Agreement effective February 29, 2016. For a summary of the terms of the
Chinese Subscription Agreement, see “Available Funds”.

•

Arrangement Agreement. Tornado, Empire and Tornado Global Hydrovacs Inc. entered into the
Arrangement Agreement on May 17, 2016. For a summary of the terms of the Arrangement Agreement see
“The Arrangement – The Arrangement Agreement” in the Circular.

•

Governance Agreement. Tornado, Empire and the Subscriber entered into the Governance Agreement on
January 25, 2016. For a summary of the terms of the Governance Agreement, see “Available Funds”.

Each of the agreements above was entered into by Holdco and, pursuant to the Arrangement, will be transferred and
assigned to Tornado such that Tornado will assume all obligations under each agreement.
The Arrangement Agreement is available on Empire’s profile on SEDAR at www.sedar.com. Copies of all other
material contracts may be inspected at any time up to the date of the Meeting during normal business hours at the
offices of Empire at 717 Jarvis Avenue, Winnipeg, Manitoba, R2W 3B4. Following completion of the
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Arrangement, copies of all such material contracts will be available on Tornado’s profile on the SEDAR at
www.sedar.com.
AUDITORS, TRANSFER AGENT AND REGISTRAR
The auditor of Tornado is: MNP LLP, 2500 - 201 Portage Avenue, Winnipeg, Manitoba R3B 3K6.
CST Trust at its principal offices in Calgary, Alberta and Toronto, Ontario is the transfer agent and registrar for the
Tornado Class “A” Shares.
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APPENDIX C - SCHEDULE A
TORNADO FINANCIAL STATEMENTS

{01703692-6}

Tornado Global Hydrovacs Ltd.
Financial Statements
For the period beginning April 27, 2016 (date of incorporation)
and ending May 17, 2016
Audited
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Independent Auditors’ Report
To the Shareholder of Tornado Global Hydrovacs Ltd.:
We have audited the financial statements of Tornado Global Hydrovacs Ltd., which comprise the statements
of financial position as at May 17, 2016 and the statements of changes in shareholders’ equity and cash flows
for the period from April 27, 2016 (date of incorporation) to May 17, 2016, and a summary of significant
accounting policies and other explanatory information.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Canadian generally accepted auditing standards. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal controls relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
controls. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.
We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a
basis for our audit opinion.
Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of Tornado
Global Hydrovacs Ltd. as at May 17, 2016, and its cash flows for the period from April 27, 2016 (date of
incorporation) to May 17, 2016 in accordance with International Financial Reporting Standards.
Winnipeg, Manitoba
May 17, 2016
Chartered Professional Accountants
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Tornado Global Hydrovacs Ltd.

Statement of

Financial Position

As at

May 17, 2016

(In $CAD)
ASSETS
Current assets
Cash

1

SHAREHOLDERS' EQUITY
Share capital (Note 4)

1

See accompanying notes

"Michael Martin"

"Guy Nelson"
Director

Director
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Tornado Global Hydrovacs Ltd.

Statement of

Changes in Shareholders’ Equity

Total equity
(In $CAD)

As at April 27, 2016 (date of incorporation)
Issuance of shares

1

As at May 17, 2016

1

See accompanying notes
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Tornado Global Hydrovacs Ltd.

Statement of
Cash Flows

For the period from April 27, 2016 (date of incorporation) to May 17, 2016
(In $CAD)

FINANCING ACTIVITIES
Issuance of shares

1

Cash flow from financing activities

1

Net increase in cash and equivalents during the period

1

Cash and cash equivalents as at April 27, 2016

-

Cash and cash equivalents as at May 17, 2016

1
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Tornado Global Hydrovacs Ltd.
Notes to the Financial Statements
For the period from April 27, 2016 (date of incorporation) to May 17, 2016

1.

Incorporation and operations
Tornado Global Hydrovacs Ltd. (the “Company”) was formed on April 27, 2016 under the laws of Alberta. It is a
wholly owned subsidiary of Empire Industries Ltd. (“EIL”), which trades on the TSX-V as “EIL”.
Tornado was incorporated for the purpose of participating in the Plan of Arrangement (“Arrangement’) whereby
certain assets and liabilities of Empire Iron Works Ltd. (“Empire”) will be transferred to the Company and the
Company will cease to be wholly owned subsidiary of EIL. Tornado has not carried on any active business other
than in connection with the Arrangement and related matters. Following completion of the Arrangement,
Tornado will be a separate independent company from Empire with its own management team and board of
directors.
The head office is located at 7015 McLeod Trail SW Suite 510. Calgary, Alberta, T2H 2K6.
The financial statements were approved and authorized for issue by the Board of Directors on May 17, 2016.

2.

Summary of significant accounting policies
Statement of compliance
These financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”).
Basis of measurement
These financial statements have been prepared on a historical basis.
Functional and presentation currency
These financial statements have been prepared in Canadian dollars, which is the Company’s functional
currency.
Cash and cash equivalents
All highly liquid temporary cash investments with an original maturity of three months or less when purchased are
considered to be cash equivalents.
Financial instruments
Financial assets and liabilities are initially recognized at fair value and subsequently recognized according to
their classification. The classification depends on the intention with which the financial instruments were
acquired and their characteristics. Unless specific circumstances permitted under IFRS are present, the
classification is not modified after initial recognition.
Hierarchy of fair value measurements
The Company classifies its financial assets and liabilities measured at fair value into three levels
according to the observability of the inputs used in their measurement.
Level 1
Values based on unadjusted quoted prices in active markets that are accessible at the measurement date for
identical assets or liabilities.
Level 2
Values based on quoted prices in markets that are not active or model inputs that are observable either
directly or indirectly for substantially the full term of the asset or liability.
Level 3
Values based on prices or valuation techniques that require inputs that are both unobservable and
significant to the overall fair value measurement.
Financial assets
The Company classifies its cash as financial assets at fair value through profit or loss.
Financial assets at fair value through profit or loss ["FVTPL"] - Financial assets classified as assets held for
trading are recognized at fair value at each reporting period date, and any change in the fair value is reflected
in profit or loss in the period during which these changes take place.
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Tornado Global Hydrovacs Ltd.
Notes to the Financial Statements
For the period from April 27, 2016 (date of incorporation) to May 17, 2016

Equity instruments
Equity instruments issued by the Company are classified according to the substance of the contractual
arrangements entered into and the definitions of an equity instrument.
3.

Standards issued but not yet effective
As of May 18, 2016 or later dates, the Company will be required to adopt certain standards and amendments
issued by the IASB as described below, for which the Company is currently assessing the impact. Standards and
interpretations that have recently been issued or amended but are not yet effective have not been adopted by
the Company for these financial statements. The Company reasonably expects the following standards to be
applicable to its financial statements at a future date as listed below:
IFRS 9 Financial instruments
IFRS introduces new requirements for classifying and measuring financial assets and financial liabilities. Under
IFRS 9 financial assets are classified and measured based on the business model in which they are held and the
characteristics of their contractual cash flows. IFRS 9 also introduced additional changes related to the financial
liabilities. The standard is effective for annual periods beginning on or after January 1, 2018. The Company is
currently assessing the impact of these amendments on its financial statements.

4.

Share capital
Authorized
The authorized capital of the Company consists of 100 common shares and an unlimited number of class “A”
common shares.
Each common share of the Company entitles its holder to two votes at all meetings of shareholders. Each class
“A” common share of the Company entitles its holders to one vote at all meetings of shareholders.
Issued
On April 27, 2016 the Company issued 100 common shares at $0.01 per common share to the sole
shareholder, Empire Industries Ltd.

5.

Comparative financial statements
As the Company was incorporated on April 27, 2016 there are no comparative financial statements.
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APPENDIX C - SCHEDULE B
ANNUAL CARVE-OUT FINANCIAL STATEMENTS

{01703692-6}

Tornado Hydrovacs,
a division of Empire Iron Works Ltd.

Carve-out Financial Statements
Carve-out Statements of Financial Position
as at
December 31, 2015 and December 31, 2014

Carve-out Statements of Changes in Equity and Owner’s Interest and Cash Flows
for the years ended
December 31, 2015 and December 31, 2014

Carve-Out Statements of Comprehensive (Loss) Income
for the years ended
December 31, 2015, December 31, 2014, and December 31, 2013

Audited
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Independent Auditors’ Report
To the Board of Directors of Empire Industries Ltd.:
We have audited the carve-out financial statements of the Tornado Hydrovacs, a division of Empire Iron Works
Ltd. (the “Spin-Out”), which comprise the carve-out statements of financial position as at December 31, 2015
and December 31, 2014, the carve-out statements of changes in equity and owner’s interest and cash flows for
the years ended December 31, 2015, December 31, 2014, and the carve-out statements of comprehensive
(loss) income the years ended December 31, 2015, December 31, 2014 and December 31, 2013, and a summary
of significant accounting policies and other explanatory information.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these carve-out financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of carve-out financial statements that are free from material
misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these carve-out financial statements based on our audits. We
conducted our audits in accordance with Canadian generally accepted auditing standards.

Those standards

require that we comply with ethical requirements and plan and perform the audits to obtain reasonable assurance
about whether the carve-out financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
carve-out financial statements.

The procedures selected depend on the auditors’ judgment, including the

assessment of the risks of material misstatement of the carve-out financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal controls relevant to the entity’s
preparation and fair presentation of the carve-out financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal controls. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the carve-out financial statements.
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis
for our audit opinion.
Opinion
In our opinion, the carve-out financial statements present fairly, in all material respects, the financial position
of the Spin-Out as at December 31, 2015 and December 31, 2014, and its financial performance for the years
ended December 31, 2015, December 31, 2014 and December 31, 2013 and its cash flows for the years ended
December 31, 2015 and December 31, 2014 in accordance with International Financial Reporting Standards.
Emphasis of Matter
Without modifying our opinion, we draw attention to the fact that, as described in Note 2 to the carve-out
financial statements, the Spin-Out did not operate as a separate entity during the periods presented. These
carve-out financial statements are, therefore, not necessarily indicative of results that would have occurred if
the Spin-Out had been a separate stand-alone entity during the periods presented.
Winnipeg, Manitoba
May 17, 2016

Chartered Professional Accountants

Page 1
2500-201 Portage Avenue, Winnipeg, Manitoba, R3B 3K6, Phone: (204) 775-4531, 1 (877) 500-0795
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Carve-Out Statement of

Comprehensive (Loss) Income

2015

For the years ended December 31
(In $000's CAD)

Selling and administration expenses

20,178

35,674

24,578

(17,941)

(29,576)

(19,971)

2,237

6,098

4,607

(2,362)

(2,691)

(1,881)

(125)

3,407

2,726

8

(309)

(242)

(250)

7

(19)

-

-

(453)

3,165

2,476

13

14

Result before depreciation, amortization and other
items
Depreciation of property, plant and equipment
Amortization of intangible assets

2013

Notes

Revenues(1)

Cost of sales, excluding depreciation and
amortization(2)
Gross Profit, excluding depreciation and
amortization

2014

Result before other items of income
Finance costs

15

(27)

(51)

(33)

Management fees

21

(720)

(720)

(900)

Other non-operating expenses

16

-

-

(45)

(1,200)

2,394

1,498

Net (loss) income before tax

Income tax recovery (expense)
Current

17

448

(577)

(378)

Deferred

17

(135)

(51)

(31)

313

(628)

(409)

(887)

1,766

1,089

Comprehensive (loss) income

(1) Included in revenue are foreign exchange gains of $43 for the year ended December 31,
2015 (2014 - $16 and 2013 - $13)
(2) Cost of sales including depreciation and amortization was $18,269 for the year ended December 31,
2015 (2014 - $29,818 and 2013 - $20,221)
See accompanying notes
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Carve-Out Statement of

Financial Position

As at
(In $000's CAD)
ASSETS
Current assets
Cash and cash equivalents
Accounts receivable
Intercompany receivable
Inventory
Prepaid expenses and other assets
Total current assets

Dec 31, 2015

Dec 31, 2014

1,609
4,631
4,650
87
10,977

3,909
1,130
3,512
5,752
257
14,560

2,024
312
2,336
13,313

1,774
1,774
16,334

10
9
11
21

2,235
1,526
67
3,828

4,879
64
627
5,570

17
11
21

416
35
3,281
3,732
7,560

281
79
3,764
4,124
9,694

12

7,792
(2,039)
5,753
13,313

7,792
(1,152)
6,640
16,334

Notes

5
21
6

Non-current assets
Property, plant and equipment, net
Intangible assets, net
Total non-current assets
Total assets

8
7

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Bank indebtedness
Accounts payable and accrued liabilities
Current portion of finance leases
Intercompany payable
Total current liabilities
Non-current liabilities
Deferred income tax liability
Finance leases
Payable to related parties
Total non-current liabilities
Total Liabilities
EQUITY
Owner’s interest
Deficit
Total equity attributable to owners
Total liabilities and equity
Contingencies (Note 22)
See accompanying notes

"Michael Martin"

"Guy Nelson"
Director

Director
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Carve-Out Statement of

Changes in Equity and Owner’s Interest

Owner’s
Interest

Deficit

Total equity

Owners

(In $000's CAD)

As at December 31, 2013
Comprehensive income for the year

7,792
-

(2,918)
1,766

4,874
1,766

As at December 31, 2014
Comprehensive loss for the year

7,792
-

(1,152)
(887)

6,640
(887)

As at December 31, 2015

7,792

(2,039)

5,753

See accompanying notes
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Carve-Out Statement of

Cash Flows
For the years ended December 31,

2015

2014

(887)

1,766

309

242

19

-

135

51

(424)

2,059

Net change in non-cash working capital balances

(4,306)

1,892

Cash flow (used in) from operating activities

(4,730)

3,951

Acquisition of property, plant and equipment

(559)

(533)

Recognition of intangible assets

(331)

-

Increase (decrease) of amounts due to related parties

(483)

578

(1,373)

45

32

132

(73)

(50)

(In $000's CAD)

OPERATING ACTIVITIES
Net comprehensive (loss) income

Add (deduct) items not affecting cash :
Depreciation of property, plant and equipment
Amortization of intangible assets
Deferred income taxes

Cash flow from operations

INVESTING ACTIVITIES

Cash flow used in investing activities

FINANCING ACTIVITIES
Proceeds received from finance leases
Repayment of finance leases
Increase in bank indebtedness

2,235

-

Cash flow from (used in) financing activities

2,194

82

(3,909)

4,078

3,909

(169)

-

3,909

Net (decrease) increase in cash and equivalents during the year
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year
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Notes to the Carve-Out Financial Statements
December 31, 2015, 2014 and 2013
Amounts reported in thousands (000’s)
1.

Corporate information
Tornado Hydrovacs (the “Spin-Out” or “Company”) designs, fabricates, manufactures and sells hydrovac trucks
in Canada and the United States. It is a division of Empire Iron Works Ltd. (“Empire” or the “Parent”) a wholly
owned subsidiary of Empire Industries Ltd. (“EIL”), which trades on the TSX-V as “EIL”. The Spin-Out is located
at 7105 McLeod Trail, SW, Suite 510, Calgary, Alberta, T2H 2K6.
On February 1, 2016, EIL announced a plan to spin-out (the “Spin-Out Transaction”) to a new corporation, its
wholly owned hydrovac business including all of the tangible and intangible assets, employees and operations of
Tornado Trucks, a division of Empire. EIL announced that, a wholly owned subsidiary holding company, Tornado
Global Hydrovacs Inc. (“Holdco”) has closed a private placement of subscription receipts for aggregate gross
proceeds of $7,500,000. If the Spin-Out Transaction is completed, the aggregate gross proceeds of the
subscription receipt private placement will be used as working capital of operating company, Tornado Global
Hydrovacs Ltd. (“Tornado”), a wholly-owned subsidiary of Tornado to be organized in China to carry on the
hydrovac business of Tornado in China and a wholly-owned subsidiary of Tornado named Tornado Hydrovacs
Inc. to carry on the hydrovac business of Tornado in the U.S.A.
The transaction will be conducted under the terms of a Plan of Arrangement. These terms include the purchase
of all Holdco shares from EIL and the wind-up of Holdco into Tornado, the issuance of shares in Tornado (which
subject to regulatory approval will become listed on the TSXV) equaling no less than 54.5% of the total issued
and outstanding shares to the existing shareholders of EIL and an interest bearing promissory note to be issued
to EIL in exchange for the transfer of the Spin-Out to Tornado.

2.

Summary of significant accounting policies
Basis of presentation
The Carve-Out financial statements are prepared as at December 31, 2015 and December 31, 2014 and include
the results for the years ended December 31, 2015, December 31, 2014 and December 31, 2013. The CarveOut financial statements have been prepared on the historical cost basis except for certain financial instruments
which are measured at fair value as disclosed. These Carve-Out financial statements have been prepared in
Canadian dollars.
Basis of preparation
These Carve-Out financial statements have been prepared from the books and records of the Parent and
purport to represent the historical results of operations, financial position and cash flows of the Company as if it
had existed as a separate standalone entity for the periods presented under the Parent's management. Upon
completion of the Arrangement, Tornado Hydrovacs will cease to be a wholly owned subsidiary of the Parent,
pursuant to the transactions contemplated by the Arrangement Agreement.
The historical results of operations, financial position and cash flows of the Company may not be indicative of
what they would actually have been had the Company been carried out as a separate stand-alone entity, nor
are they indicative of what Company results of operations, financial position and cash flows may be in the
future.
The following basis of preparation for the Carve-Out financial statements has been applied:


All assets and liabilities directly related to the Company have been attributed to the Company. These do
not include assets and liabilities that are not specifically identifiable with the Company.



Revenue and expenses directly related to the Company have been entirely attributed to the Company.



During the years ended December 31, 2015, 2014 and 2013, the Company received services and
support functions from the Parent and the operations of the Company were dependent upon the
Parent's ability to perform these services and support functions. These administrative and other costs,
relating to human resources and finance are used by the Company and are paid by the Parent. These
costs have been allocated to the Company based on proportionate aggregated costs of professional
services and sales and marketing departments attributed to the Company compared to the aggregated
expenses of these departments of the Parent. These allocated expenses have been recorded in
management fees.



The Company did not have its own banking facility and relied on the facility at the Parent who
accounted for the transactions through an intercompany account. Any interest income or expense that
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Notes to the Carve-Out Financial Statements
December 31, 2015, 2014 and 2013
Amounts reported in thousands (000’s)
would have otherwise been incurred with a third party has been recorded as part of the management
fee.
Expenses that have been allocated to the Company for the purposes of these Carve-Out financial statements
have been recorded as contributions from the Parent within the Parent's owner’s interest account. The Parent's
owner’s interest account represents the cumulative owner’s interest by the Parent in the Company through the
dates presented and includes cumulative operating results.
Management believes the assumptions and allocations underlying the Carve-Out financial statements are
reasonable and appropriate under the circumstances. The expenses and cost allocations have been determined
on a basis considered by the Parent to be a reasonable reflection of the utilization of services provided to or the
benefit received by the Company during the years presented. However, these assumptions and allocations are
not necessarily indicative of the costs the Company would have incurred if it had operated on a stand-alone basis
or as an entity independent of the Parent.
Statement of compliance
These Carve-Out financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRS") and International Financial Reporting Interpretations Committee ("IFRIC") interpretations,
as issued by the International Accounting Standards Board ("IASB").
The policies applied in these Carve-Out financial statements are based on IFRS issued as at May 17, 2016 the
date the Board of Directors of the Parent approved the Carve-Out financial statements.
Foreign currency transactions
Monetary items are translated at the Canadian dollar spot rate as of the reporting date. Exchange differences
from monetary items are recognized in comprehensive (loss) income. Non-monetary items that are not carried
at fair value are translated using the exchange rates as at the dates of the initial transaction. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates at the date when the
fair value is determined.
Revenue recognition
Revenue is recognized when it is probable that the economic benefits associated with a transaction will flow to
the Company, and when the amount of revenue can be reliably measured. Revenue is measured at the fair
value of the consideration received or receivable, excluding trade discounts, volume rebates, and amounts
collected on behalf of a third party.
Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the goods
have been transferred to the buyer, usually when the products are completed and accepted by the customer,
and collection is reasonably assured.
Income taxes
While the Company is not a taxable entity the Carve-Out financial statements reflect the impact of tax on the
Company as though it had been a stand-alone taxable entity for the periods presented using the following
accounting policies for income taxes:
Tax expense is comprised of two components; current tax expense and deferred tax expense.
Current tax
Recoverable tax assets or current tax liabilities represent the tax authorities’ obligations or claims for prior or
current periods which are not received or paid at the end of the reporting period. Current tax is based on
taxable income which differs from accounting income by definition. Recoverable tax assets or current tax
liabilities are measured using the tax rates that have been enacted or substantially enacted by the end of the
reporting period.
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Deferred tax
Deferred tax is determined based on differences between the carrying amounts of the assets and liabilities in
the financial statements and the corresponding tax bases used in the calculation of taxable income. Deferred
tax assets or liabilities are measured based on tax rates that have been enacted or substantially enacted by the
end of the reporting period, and that are expected to apply to the period when the asset is realized or the
liability is settled.
Deferred tax assets or liabilities are recognized for all deductible or taxable temporary differences arising if it is
probable that the temporary difference will reverse in the foreseeable future and that taxable profit will be
available against which the temporary difference(s) can be utilized.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to offset current tax
assets against current income tax liabilities and the deferred taxes relate to the same taxable entity and the
same taxation authority.
Property, plant and equipment
Property, plant and equipment are stated at cost, net of any accumulated depreciation, impairment losses
and subsequent reversals (if any). Depreciation is calculated on a straight line basis over the estimated
useful lives of the assets as follows:
Machinery and equipment (“M&E”)
Office furniture and equipment (“Office Equip.”)
Leasehold improvements (“Leaseholds”)
Vehicles

3 to 15 years
3 to 10 years
Over the term of the lease
1 to 7 years

The assets' useful lives, residual values and methods of depreciation of assets are reviewed annually, and
adjusted prospectively, if appropriate.
Leases
Finance leases, which transfer substantially all the risks and benefits incidental to ownership of the leased item,
are capitalized at the commencement of the lease at the fair value of the leased property or, if lower, at the
present value of the minimum lease payments. Lease payments are apportioned between finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are recognized in finance costs in the statement of comprehensive (loss) income.
Leased assets are depreciated over the useful life of the asset. However, if there is no reasonable certainty that
the Company will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of
the estimated useful life of the asset and the lease term.
Operating lease payments are recognized as an expense in the statement of comprehensive (loss) income on a
straight-line basis over the lease term.
Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily
takes a substantial period of time, which the Company considers to be 12 months or more, to get ready for its
intended use or sale are capitalized as part of the cost of the respective assets. All other borrowing costs are
expensed in the period they occur. Borrowing costs consist of interest and other costs that an entity incurs in
connection with the borrowing of funds.
Intangible assets
Intangible assets are initially recognized when the recognition criteria outlined in IAS 38 – Intangible Assets are
met. IAS 38 outlines the recognition criteria as well as the nature of the amounts to be recognized.
Internally generated intangible assets are measured on initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less any accumulated amortization and any accumulated impairment losses.
Intangible assets with finite useful lives are amortized over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The amortization method
and amortization period of an intangible asset with a finite useful life is reviewed at least annually. Change in
the expected useful life or the expected pattern of consumption of future economic benefits embodied in the
asset are accounted for by changing the amortization period or method, as appropriate, and are treated as
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changes in accounting estimates. The amortization expense on intangible assets with finite useful lives is
recognized in the statement of comprehensive (loss) income.
Finite life intangible assets are amortized on a straight-line basis over the estimated useful lives of the related
assets as follows:
Internally developed product designs
3 - 7 years
Internally generated patents
5 - 7 years
Gains or losses arising from derecognition of an intangible asset are measured as the difference between the
net disposal proceeds and the carrying amount of the asset and are recognized in the statement of
comprehensive (loss) income when the asset is derecognized.
Impairment of non-financial assets
At the end of each reporting period, the Company assesses whether there is any indication that the non-current
assets have been impaired. If any such indication exists, the recoverable amount of the asset is determined. An
impairment loss is recognized in profit or loss when the carrying amount of the asset exceeds its recoverable
amount.
If it is not possible to estimate the recoverable amount of the individual asset, the Company determines the
recoverable amount of the cash-generating unit to which the asset belongs. The recoverable amount of an asset
is the higher of its fair value less costs to sell and its value in use. In the measurement of the value in use,
estimates of future cash flows are discounted at their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which estimates
of cash flows have not been adjusted.
Cash and cash equivalents
All highly liquid temporary cash investments with an original maturity of three months or less when purchased
are considered to be cash equivalents.
Inventory
Inventory is comprised of raw materials, work in progress and finished goods. Inventory is valued at the lower
of cost and net realizable value, using an average cost basis. Net realizable value is the estimated selling price
in the ordinary course of business, less estimated costs of completion and the estimated costs necessary to
make the sale. When the circumstances that previously caused inventories to be written down below cost no
longer exist or when there is clear evidence of an increase in selling prices, the amount of the write down
previously recorded is reversed.
Financial instruments
Financial assets and liabilities are initially recognized at fair value and subsequently recognized according to
their classification. The classification depends on the intention with which the financial instruments were
acquired and their characteristics. Unless specific circumstances permitted under IFRS are present, the
classification is not modified after initial recognition.
Hierarchy of fair value measurements
The Company classifies its financial assets and liabilities measured at fair value into three levels
according to the observability of the inputs used in their measurement.
Level 1
Values based on unadjusted quoted prices in active markets that are accessible at the measurement date for
identical assets or liabilities.
Level 2
Values based on quoted prices in markets that are not active or model inputs that are observable either
directly or indirectly for substantially the full term of the asset or liability.
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Level 3
Values based on prices or valuation techniques that require inputs that are both unobserv able and
significant to the overall fair value measurement.
Financial assets
Financial assets are classified into the following specified categories:
Financial assets at fair value through profit or loss ["FVTPL"] - Financial assets classified as assets held for
trading are recognized at fair value at each reporting period date, and any change in the fair value is reflected
in profit or loss in the period during which these changes take place.
Loans and receivables - Financial assets classified as loans and receivables are accounted for at amortized cost
using the effective interest rate method. Interest income is included in profit or loss over the expected life of the
financial asset.
Held-to-maturity investments - Bonds with fixed or determinable payments and fixed maturity dates where the
Company has a positive intent and ability to hold to maturity are classified as held-to-maturity investments.
Held-to-maturity investments are recorded at amortized cost using the effective interest method less
impairment, with revenue recognized on an effective yield basis.
Available for sale assets - Financial assets classified as available-for-sale are recorded at fair value, and the
gains/losses resulting from the revaluation at the end of each period are recognized in other comprehensive
(loss) income. Upon derecognition, all cumulative gains or losses previously recognized in accumulated other
comprehensive income are reflected in comprehensive (loss) income.
Impairment of financial assets
Financial assets, other than FVTPL, are assessed for indicators of impairment at the end of each reporting date.
Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows of the investment
have been impacted.
For financial assets carried at amortized cost, the amount of the impairment is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the original
effective interest rate.
The carrying amounts of all financial assets are reduced by the impairment loss directly with the exception of
trade receivables where the carrying amount is reduced through the use of an allowance account. Changes in
the carrying amount of the allowance account are recognized in profit or loss.
With the exception of available-for-sale equity instruments, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment loss was recognized, the previously recognized impairment loss is reversed through profit or loss to
the extent the carrying amount of the investment at the date the impairment is reversed does not exceed what
the amortized cost would have been had the impairment not been recognized.
In respect of available-for-sale equity instruments, any subsequent increase in fair value after an impairment
loss is recognized directly in equity.
Derecognition of financial assets
The Company derecognizes a financial asset only when the contractual rights to the cash flows from the asset
expire, or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another entity. If the Company neither transfers nor retains substantially all the risks and rewards of ownership
of the financial asset and continues to control the transferred asset, the Company recognizes its retained
interest in the asset and an associated liability for amounts it may have to pay. If the Company retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Company continues to
recognize the financial asset and also recognizes a collateralized borrowing for the proceeds receivables.
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Financial liabilities and equity instruments
Financial liabilities and equity instruments issued by the Company are classified according to the substance of
the contractual arrangements entered into and the definitions of a financial liability and an equity instrument.
Financial liabilities
Financial liabilities are classified as either financial liabilities at fair value through profit or loss or other financial
liabilities. Financial liabilities are classified as at fair value through profit or loss if the financial liability is either
held for trading or it is designated as such upon initial recognition.
Other financial liabilities
Accounts payable and accrued liabilities are initially measured at fair value, net of transaction costs, and are
subsequently measured at amortized cost, where applicable, using the effective interest method, with interest
expense recognized on an effective yield basis.
Interest-bearing overdrafts are initially measured at fair value, and are subsequently measured at amortized cost,
using the effective interest method. Any difference between the proceeds (net of transaction costs) and the
settlement or redemption of borrowings is recognized over the term of the borrowings in accordance with the SpinOut’s accounting policy for borrowing costs.
Derecognition of financial liabilities
The Company derecognizes financial liabilities when, and only when, the Company’s obligations are discharged,
cancelled or they expire.
Transaction costs
Transaction costs related to financial instruments that are not classified as assets and liabilities at fair value
through profit and loss, are recognized on the statement of financial position as an adjustment to the cost of
the financial instrument upon initial recognition and amortized using the effective interest rate method.
Post-retirement benefit plans
The Company contributes to retirement savings plans subject to maximum limits per employee. The Company
accounts for such defined contributions as an expense in the period in which the contributions are required to
be made. The Company does not have any defined benefit plans.
3.

Significant accounting judgements, estimates and assumptions
The preparation of the Carve-Out financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of assets, liabilities, income, expenses and the disclosure of
contingent liabilities.
Actual results could differ from those judgements, estimates and assumptions. The items whose actual results
could differ significantly from those judgements, estimates and assumptions are described below.
Critical judgements made in applying the Spin-Out’s accounting policies
Cash generating units
For the purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash inflows. Management determines which groups of assets are capable of generating cash inflows
that are largely independent of other operations.
Allowance for doubtful accounts
Given the nature of business and the credit terms provided to customers, estimates and judgements are
inherent in the on-going assessment of the recoverability of some accounts receivable. The Company maintains
an allowance for doubtful accounts to reflect expected credit losses. The Company is not able to predict changes
in the financial conditions of its customers and the Company’s judgement related to the recoverability of
accounts receivable may be materially impacted if the financial condition of the Company’s customers
deteriorates.
Valuation of inventory
Estimates and judgements are inherent in the determination of the net realizable value of inventories. The cost
of inventories may not be fully recoverable if they are damaged or if the selling price of the inventory is less
than its cost. The Company regularly reviews its inventory quantities and reduces the cost attributed to
inventory no longer deemed to be fully recoverable. Estimates related to the determination of net realizable
value may be impacted by a number of factors including market conditions.
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Intangible assets
Expenditures of research activities, undertaken with the prospect of gaining new technical knowledge and
understanding, is recognized in profit or loss as incurred. Development activities involve a plan or design for the
production of new or substantially improved products and processes. Development expenditure is capitalized
only if development costs can be measured reliably, the product of process is technically and commercially
feasible, future economic benefits are probable and the Company intends to and has sufficient resources to
complete development and to use or sell the asset.
Impairment of non-financial assets
The Company's impairment test is based on value in use calculations that use a discounted cash flow model.
The cash flows are derived from the forecast and do not include restructuring activities that the Company is not
yet committed to or significant future investments that may enhance the performance of the cash generating
unit being tested. The calculation is sensitive to the discount rate applied as well as the expected future cash
inflows.
Useful lives of key property, plant and equipment, and intangible assets
Estimated useful lives of property, plant and equipment and intangible assets are based on management’s
judgment and experience. When management identifies that the actual useful lives for these assets differ
materially from the estimates used to calculate depreciation and amortization, that change is adjusted
prospectively. Asset lives, depreciation and amortization methods, and residual values are reviewed
periodically.
The Company periodically assesses the recoverability of values assigned to long-lived assets after considering
potential impairment indicated by such factors as significant changes in technological, market, economic or
legal environment, business and market trends, future prospects, current market value and other economic
factors. In performing its review of recoverability, management estimates either the value in use or fair value
less costs to sell.
Deferred Taxes
The Company accounts for income taxes using the asset and liability method. Under this method, deferred tax
assets and liabilities are recognized based on deductible or taxable temporary differences between the carrying
amounts and tax bases of the assets and liabilities. Deferred tax assets and liabilities are measured using
substantially enacted tax rates expected to apply in the years in which the temporary differences are expected
to reverse. If the estimates and assumptions are modified in the future, the Company may be required to
reduce or increase the value of deferred tax assets or liabilities resulting in, where applicable, an income tax
expense or recovery. The Company regularly evaluates deferred tax assets and liabilities. As at December 31,
2015 the Company has a liability of $416 (2014 - $281) pertaining to projected future use based on
management’s budget and estimates.
4.

Standards issued but not yet effective
As of January 1, 2016 or later dates, the Company will be required to adopt certain standards and amendments
issued by the IASB as described below, for which the Company is currently assessing the impact. Standards and
interpretations that have recently been issued or amended but are not yet effective have not been adopted by
the Company for these financial statements. The Company reasonably expects the following standards to be
applicable to its financial statements at a future date as listed below:
IFRS 9 Financial instruments
IFRS introduces new requirements for classifying and measuring financial assets and financial liabilities. Under
IFRS 9 financial assets are classified and measured based on the business model in which they are held and the
characteristics of their contractual cash flows. IFRS 9 also introduced additional changes related to the financial
liabilities. The standard is effective for annual periods beginning on or after January 1, 2018.
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IFRS 15 Revenue from contracts with customers
IFRS 15, issued in May 2014, specifies how and when entities recognize revenue, as well as requires more detailed
and relevant disclosures. IFRS 15 supersedes IAS 11 Construction contracts, IAS 18 Revenue, IFRIC 13 Customer
loyalty programmes, IFRIC 15 Agreements for the construction of real estate, IFRIC 18 Transfers of assets from
customers and SIC-31 Revenue – barter transactions involving advertising services. The standard provides a
single, principles based five-step model to be applied to all contracts with customers, with certain exceptions. The
five steps are:
1. Identify the contract(s) with the customer.
2. Identify the performance obligation(s) in the contract.
3. Determine the transaction price.
4. Allocate the transaction price to each performance obligation in the contract.
5. Recognize revenue when (or as) the entity satisfies a performance obligation.
IFRS 15 is effective for annual periods beginning on or after January 1, 2018.
IFRS 16 Leases
IFRS 16 - Leases replaces IAS 17 - Leases and requires lessees to account for leases on balance sheet by
recognizing a right of use asset and a lease liability. Lessor accounting, however, remains largely unchanged
and the distinction between operating and finance leases is retained. The standard is effective for annual
periods beginning on or after January 1, 2019, with earlier adoption permitted.
5.

Accounts receivable

Trade
Other receivables
Commodity and other taxes receivable

Dec 31, 2015

Dec 31, 2014

1,600
1
8

998
139

-

(7)

1,609

1,130

Allowance for doubtful accounts

The breakdown of the aging of trade accounts receivable is as follows:

<
>
>
>

6.

30 days
30-59 days
60-89 days
90 days

Dec 31, 2015

Dec 31, 2014

1,336
112
71
81

186
108
45
659

1,600

998

Inventories
Inventories are comprised of the following:
Work-in-process
Raw materials
Finished goods

Dec 31, 2015

Dec 31, 2014

911

1,932

2,136
1,603

3,112
708

4,650

5,752

During the year, the Spin-Out recorded inventory write-downs of $47 (2014 - $nil). The amount of inventories
recognized as an expense within cost of goods sold is $13,317 (2014 - $20,842 and 2013 - $13,299).
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7. Intangible assets
Product
Design
Opening cost balance December 31, 2014
Additions

331

Ending cost balance December 31, 2015

331

Opening amortization balance December 31, 2014
Amortization expense for the year
Accumulated amortization balance December 31, 2015

(19)
(19)

Opening net book value December 31, 2014
Ending net book value December 31, 2015

312

The Spin-Out has designated certain proprietary product designs and other items under development that will
be patented as internally generated intangible assets.

8.

Property, plant and equipment
M&E
$
COST
Balance, December 31, 2013
Additions
Balance, December 31, 2014

Office
Equip. Leaseholds Vehicles
$
$
$

Total
$

1,743
269
2,012

325
121
446

873
135
1,008

170
8
178

3,111
533
3,644

787
127
914

142
49
191

547
55
602

152
11
163

1,628
242
1,870

Net book value, December 31, 2014

1,098

255

406

15

1,774

COST
Balance, December 31, 2014
Additions
Balance, December 31, 2015

2,012
482
2,494

446
55
501

1,008
22
1,030

178
178

3,644
559
4,203

914
159
1,073
1,421

191
68
259
242

602
71
673
357

163
11
174
4

1,870
309
2,179
2,024

DEPRECIATION
Balance, December 31, 2013
Depreciation charge for the year
Balance, December 31, 2014

DEPRECIATION
Balance, December 31, 2014
Depreciation charge for the year
Balance, December 31, 2015
Net book value, December 31, 2015

Fully amortized items of property, plant and equipment with a historical cost of $nil (2014 - $nil) are still in use
by the Spin-Out.
Depreciation expense for the year ending December 31, 2013 was $250.
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9.

Accounts payable and accrued liabilities
Dec 31, 2015

Dec 31, 2014

Accounts payable and accrued liabilities

1,230

4,301

Accrued wages, vacation and bonuses payable
Deferred revenue

165
131
1,526

339
239
4,879

10. Bank indebtedness and bank operating lines
While the Spin-Out does not have its own debt facility it had access to EIL’s facility which has a limit of $15,000
(2014 - $15,000) is secured by a general security agreement providing a first security interest in all present
and after-acquired property of the Spin-Out. At December 31, 2015, the Spin-Out had total draws on the bank
operating line of credit of $2,235 (2014 - $nil). Advances on the facility are payable on demand and bear
interest at prime plus 1.5%. The interest expense is recorded as a component of the management fees.
11. Finance Leases
Computer
Forklift
Less: current portion
Long-term portion

Dec 31, 2015
59
43

Dec 31, 2014
87
56

102

143

67

64

35

79

Finance leases are for computers and a forklift and bear interest at rates ranging from 1.2 – 1.8% and 4.7%
respectively, with aggregate monthly payments of $8 maturing between 2016 and 2018. The leases are
secured by the assets being leased with a net book value of $186 comprised of $111 of computers and $75 of
forklift (2014 - $100 of computers and $81 of Forklift).
The leases are scheduled to be repaid over the next two years (2016 - $67 and 2017 - $35).
12. Equity and owner’s interest
The equity and owner's interest presented in the Carve-Out financial statements represents the contribution and
retained earnings of Empire Industries Ltd.
13. Cost of sales
Dec 31, 2015

Dec 31, 2014

Dec 31, 2013

Direct costs

(15,665)

(24,717)

(15,809)

Indirect salaries and benefits
Indirect costs

(405)
(1,871)
(17,941)

(1,115)
(3,744)
(29,576)

(1,102)
(3,060)
(19,971)

Dec 31, 2015

Dec 31, 2014

Dec 31, 2013

(1,440)

(1,524)

(1,157)

(872)
(50)
(2,362)

(1,157)
(10)
(2,691)

(717)
(7)
(1,881)

14. Selling and administrative expenses
Salaries and benefits
General, selling and administrative
expenses
Research expenditures
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15. Finance Costs

Dec 31, 2015

Dec 31, 2013

(6)

-

-

(21)
(27)

(51)

(33)

(51)

(33)

Dec 31, 2015

Dec 31, 2014

Dec 31, 2013

-

(9)

-

(36)

-

(45)

Interest on long-term borrowings
Interest on short-term borrowing and other

16. Other non-operating expenses

Dec 31, 2014

Loss on disposal of property, plant and
equipment

-

Other Loss

-

17. Income tax recovery (expense)
It was assumed that the Company was acting as a stand-alone entity for tax purposes. The major components
of income tax recovery (expense) are as follows:
Dec 31, 2015

Dec 31, 2014

448

(577)

(135)

(51)

313

(628)

Current tax recovery (expense)
Deferred tax expense relating to origination and reversal of
temporary differences
Income tax recovery (expense)

The reconciliation between income tax recovery (expense) and the product of accounting profit multiplied by the
combined federal and provincial statutory income tax rate is as follows:

Accounting profit (loss)
Combined federal and provincial statutory income
tax rate
Income tax calculated using combined federal and
provincial statutory income tax rate

Dec 31, 2015

Dec 31, 2014

Dec 31, 2013

(1,200)
27%

2,394
26%

1,498
26%

324

(622)

(389)

(2)

(3)

(12)

(11)

-

(7)

2

(3)

(1)

313

(628)

(409)

Non-deductible expenses
Change in tax rates
Other
Income tax recovery (expense)

The amount of deferred tax liabilities in respect of each type of temporary difference is as follows:

Dec 31,
2013

Recognized
in income
tax
expense

Recognized
in income
tax
expense

Dec 31,
2014

Dec 31,
2015

Deferred tax liabilities:
Intangible assets
Property, plant and
equipment
Total

(230)
(230)

C-SB-17

-

-

(84)

(84)

(51)

(281)

(51)

(332)

(51)

(281)

(135)

(416)

Notes to the Carve-Out Financial Statements
December 31, 2015, 2014 and 2013
Amounts reported in thousands (000’s)
18. Operating segments
The Company operates as one operating segment.
The table below show the geographical sales performance:
Dec 31, 2015

Dec 31, 2014

Dec 31, 2013

14,867
5,311

31,607
4,067

24,578
-

20,178

35,674

24,578

Canada
United States

All of the Company non-current assets are all located in Canada.
19. Capital disclosure and management
EIL’s objective when managing its long-term capital structure is to strive for a long-term manageable level of longterm funded debt to total capitalization. EIL sets the amount of capital in proportion to risk. EIL manages the capital
structure and makes adjustments to it in light of changes in economic conditions and the risk characteristics of the
underlying assets.
Funded debt is defined as long term debt including finance leases. Tangible net worth includes shareholder’s equity,
subordinate debt such as subordinate convertible debentures and limited recourse loans less intangible assets and
deferred tax assets. EIL’s strategy during the period, which was unchanged from the prior period, was to maintain its
ability to secure access to financing at a reasonable cost. There are external restrictions to capital as lending limits are
based on asset availability and financing agreements that are impacted by covenants. Management actively monitors
these limits to ensure compliance.
The Spin-Out’s impact on EIL’s capital management is as follows:
For the years ended

Dec 31, 2015

Dec 31, 2014

67
35
102

64
79
143

Shareholders' equity
Less: intangible assets (net)
Tangible net worth
Capitalization

5,478
(312)
5,166
5,268

7,678
7,678
7,821

Funded debt/Capitalization

1.9%

1.8%

Current portion of finance leases
Long-term portion of finance leases
Funded debt

20. Financial instruments and risk management
The following table presents information on the Spin-Out’s assets and liabilities fair value and discloses the fair
value hierarchy of the valuation techniques used to determine this fair value at December 31, 2015:

Cash and equivalents
Accounts receivable
Intercompany receivable
Bank indebtedness
Accounts payable and accrued
liabilities
Payable to related parties

Carrying Value

Fair Value

Classification

Level

1,601
4,631
(2,235)

1,601
4,631
(2,235)

FVTPL
Loans & Rec
Loans & Rec
FVTPL

1
1
1
1

(1,395)

(1,395)

Other Fin Liab

1

(3,281)

(3,281)

Other Fin Liab

1
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As at December 31, 2014:

Cash and equivalents
Accounts receivable
Intercompany receivable
Bank indebtedness
Accounts payable and accrued
liabilities
Payable to related parties

Carrying Value

Fair Value

Classification

Level

3,909
991
3,512
-

3,909
991
3,512
-

FVTPL
Loans & Rec
Loans & Rec
FVTPL

1
1
1
1

(4,640)

(4,640)

Other Fin Liab

1

(3,764)

(3,764)

Other Fin Liab

1

The fair values of cash and equivalents, accounts receivable, intercompany receivables, bank indebtedness,
accounts payable and accrued liabilities and payable to related parties approximate their carrying values given
their short-term maturities.
Risk management
In the normal course of its business, the Spin-Out is exposed to a number of risks that can affect its operating
performance. Management’s close involvement in operations helps identify risks and variations from
expectations. As a part of the overall operation of the Spin-Out, management considers the avoidance of undue
concentrations of risk. The Spin-Out manages its risks and risk exposures through a combination of financial
instruments, insurance, a system of internal and disclosure controls and sound business practices. The primary
types of financial risk which arise are liquidity, credit, and market risk. These risks and the actions taken to
manage them are as follows:
Liquidity risk
Liquidity risk is the risk that the Spin-Out cannot meet its financial obligations associated with financial liabilities
in full. A range of alternatives is available to the Spin-Out including cash flow provided by operations, additional
debt, and additional support from Empire or a combination thereof. The funds are primarily used to finance
working capital and capital expenditure requirements and are adequate to meet the Spin-Out’s foreseeable
financial obligations associated with financial liabilities.
The following table summarizes the Spin-Out’s financial liabilities with corresponding maturity dates as at
December 31, 2015:
Total

2016

2017

2018

2019

2020+

Accounts payable and accrued
liabilities

1,395

1,395

-

-

-

-

Bank indebtedness
Finance leases
Payable to related parties
Total

2,235
102
3,706
7,438

2,235
67
3,706
7,403

35
35

-

-

-

The Spin-Out expects to have adequate resources to discharge these financial liabilities. The Spin-Out performs
a comprehensive budgeting process which includes a detailed analysis of projected future cash flows based
upon but not limited to historical experience and backlog reports. This process is subject to sensitivity analysis
and is periodically reviewed against recent and past performance.
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Credit risk
Credit risk arises from the possibility that customers may experience financial difficulty and be unable to fulfill
their commitments to the Spin-Out. For a financial asset, this is typically the gross carrying amount, net of any
amounts offset and any impairment losses. The Spin-Out has credit policies to address credit risk on accounts
receivable from customers, which may include the analysis of the financial position of customers and review of
credit limits. The Spin-Out also reviews new customer credit history before establishing credit and periodically
reviews existing customer credit performance. The Spin-Out may require letters of credit or credit insurance. An
allowance for doubtful accounts is established based upon factors surrounding credit risk of specific customers,
historical trends and other information. At December 31, 2015, the Spin-Out had one individual customer
accounting for approximately 54% of total accounts receivable (2014 – 61%), both amounts were paid
subsequent to year end.
Market risk
Market risk is the risk that changes in market prices will have an effect on future cash flows associated with
financial instruments. There has been no change to the Spin-Out’s exposure to Market risks in the manner in
which these risks are managed or measured. Market risk comprises three types of risk: currency risk, interest
rate risk and commodity price risk.
Currency risk
The Company sells its products, as well as, purchases goods in both Canadian and U.S. currencies. Accordingly,
the Company is exposed to currency risk as it relates to customer accounts receivable balances and trade
accounts payable denominated in U.S. currency. Changes in the applicable exchange rate may result in a
decrease or increase in foreign exchange income or expense. The Company may enter into forward exchange
contracts or use other hedging activities to manage part of the foreign risk exposures.
The accounts noted below include amounts denominated in U. S. currency that have been converted to the
Canadian dollar equivalent on the balance sheet date at a rate of $1.3840 per U.S. dollar (2014 - $1.1601):
(In $000's USD)
Cash (bank indebtedness) (bank balance less outstanding
cheques)
Accounts receivable
Accounts payable & accrued liabilities
Net foreign currency exposure

Dec 31, 2015

Dec 31, 2014

(22)
(2)
(80)
(104)

940
5
(129)
816

For the year ended December 31, 2015, if the Canadian dollar had strengthened 10% percent against the US
dollar with all other variables held constant, net income for the year would have been $10 higher (2014 - $81
lower). Conversely, if the Canadian dollar had weakened 10% percent against the US dollar with all other
variables held constant, net income would have been $10 lower (2014 - $81 higher).
Included in revenue are gains on translation of foreign currency monetary assets and liabilities and gains on
foreign currency transactions of $48 for the year ended December 31, 2015 (2014 – $16 and 2013 - $13).
Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Spin-Out is exposed to interest rate risk primarily through its
variable rates on bank operating lines and long term borrowings. The Spin-Out manages exposure to interest
rate risk by using a combination of fixed and floating rate debt instruments.
For the year ended December 31, 2015, if interest rates had been 50 basis points lower with all other variables
held constant, after-tax net income for the period would have been unchanged (2014 – unchanged, 2013 unchanged) higher, arising mainly as a result of lower interest expenses on variable borrowings. If interest
rates had been 50 basis points higher, with all other variables held constant, after-tax net income would have
been unchanged (2014 – unchanged, 2013- unchanged) lower, arising mainly as a result of higher interest
expenses on variable borrowings.

C-SB-20

Notes to the Carve-Out Financial Statements
December 31, 2015, 2014 and 2013
Amounts reported in thousands (000’s)
The sensitivity analyses in the currency risk and interest rate risk sections above do not take into consideration
that the Spin-Out's liabilities are actively managed. Additionally, the financial position of the Spin-Out may vary
at the time that any actual market movement occurs or be mitigated by management’s actions to reduce
exposure to risks. Other limitations in the above sensitivity analyses includes the use of hypothetical market
movements to demonstrate potential risk that only represent the Spin-Out's view of possible near-term market
changes that cannot be predicted with any certainty; and the assumption that all interest rates move in an
identical fashion.
21. Related parties
The Spin-Out had purchases from a related party via common ownership in the amount $435 (2014 - $nil and
2013 - $nil) and paid management fees to a related party of $720 (2014 - $720 and 2013 - $900). These
transactions are in the normal course of operations and are measured at the exchange amount, which is the
amount of consideration established and agreed to by the parties. Compensation awarded to key management
is limited to salary and short-term employment benefits in the amount of $184 (2014 - $184 and 2013 - $312).
Dec 31, 2015

Dec 31, 2014

Empire Industries Ltd. (ultimate parent)

4,631

3,437

Dynamic Structures Ltd. (same ultimate parent)
Empire Iron Works Ltd. (owner)

4,631

55
20
3,512

-

627

3,281

3,764

Intercompany receivables consist of the following:

Amounts due to related parties consist of the following:
Short Term
Empire Iron Works Ltd. (owner)
Long Term
Empire Industries Ltd. (ultimate parent)

The amounts due to and from related parties are unsecured, non-interest bearing and have no specific terms of
repayment.
22. Contingencies
Director and officer indemnification
The Parent indemnifies its directors and officers against any and all claims or losses reasonably incurred in the
performance of their service to the Spin-Out to the extent permitted by law. The Parent has acquired and
maintains liability insurance for its directors and officers as well as those of its wholly-owned subsidiaries and
certain affiliated companies.
Other indemnification provisions
From time to time, the Spin-Out enters into agreements in the normal course of operations and in connection
with business or asset acquisitions and dispositions. By their nature, these agreements may provide for
indemnification of counterparties. The varying nature of these indemnification agreements prevents the SpinOut from making a reasonable estimate of the maximum potential amount it could incur. Historically, the SpinOut has not made any significant payments in connection with these indemnification provisions.
Other contingencies
The Spin-Out is subject to various product liability or general claims and legal proceedings covering matters
that arise in the ordinary course of business. All such matters are adequately covered by insurance or by
accruals, or are determined by management to be without merit, or of such kinds or amounts as would not
have a material adverse effect on the financial results of the Spin-Out.
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Tornado Global Hydrovacs Ltd.
Pro Forma Consolidated Statement of Financial Position
(Expressed in Canadian Dollars) (Unaudited)

Tornado Global
Hydrovacs Ltd.
May 20, 2016

Spin-Out
December 31, 2015

1

-

Note

Pro Forma
Adjustments

Pro Forma
Consolidated

10,000,002

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable

-

1,609,000

Intercompany receivable

-

4,631,000

Inventory

-

4,650,000

Prepaid expenses and other assets
Total current assets

-

87,000

1

10,977,000

-

2,024,000

2(a)

7,500,001

2(b)

2,500,000

2(d)

-4,631,000

1,609,000
4,650,000
87,000
5,369,001

16,346,002

Non-current assets
Property, plant and equipment, net

2,024,000

Unassigned purchase price allocation

5,483,516

5,483,516

2,336,000

5,483,516

7,819,516

1

13,313,000

10,852,517

24,165,518

Bank indebtedness

-

2,235,000

Accounts payable and accrued liabilities

-

Intangible assets, net

-

Total non-current assets

Total assets

312,000

312,000

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities

Current portion of finance leases

2(d)

-

67,000

Total current liabilities

-

3,828,000

Non-current liabilities
Deferred income tax liability

-

416,000

Finance leases

-

35,000

Loans payable

-

Payable to related parties

-2,235,000

1,526,000

1,526,000
67,000

-2,235,000
2(f)

1,593,000

-416,000

0
35,000

2(b)

2,500,000

2(c)

3,554,000

2(d)

-3,281,000

6,054,000
-

-

3,281,000

Total non-current liabilities

-

3,732,000

2,357,000

6,089,000

Total liabilities

-

7,560,000

122,000

7,682,000

EQUITY
Share capital

1

-

2(a), 2(h)

7,500,000

2(e), 2(h)

8,983,517

16,483,518

Owner's interest

-

7,792,000

2(d), 2(e)

-7,792,000

Deficit

-2,039,000

2(d), 2(e)

2,039,000

Total shareholders equity

1

5,753,000

10,730,517

16,483,518

Total liabilities and equity

1

13,313,000

10,852,517

24,165,518

The accompanying notes are integral part of this pro forma consolidated statement of financial position
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Tornado Global Hydrovacs Ltd.
Notes to Pro Forma Consolidated Statement of Financial Position
As at December 31, 2015 (Unaudited)

1.

Basis of Presentation

The accompanying unaudited pro forma consolidated statement of financial position of Tornado Global Hydrovacs
Ltd. (“Tornado”) which includes the financial position of the Carve-Out of the Tornado Trucks division of Empire Iron
Works Ltd. (“Spin-Out”), a wholly owned subsidiary of Empire Industries Ltd. (“Empire”) has been prepared by
management to reflect the proposed transactions as described in Note 2, including the proposed plan of arrangement
(the “Plan”) described in Note 2.
The pro forma consolidated statement of financial position has been prepared from information derived from and
should be read in conjunction with the following:
1. The audited financial statements of Tornado Global Hydrovacs Ltd. as at May 20, 2016.
2. The audited Carve-Out financial statements of Tornado Hydrovacs, a division of Empire Iron Works Ltd., as at
December 31, 2015.
The unaudited pro forma consolidated statement of financial position of Tornado and Spin-Out as at December 31,
2015 has been presented assuming the Transaction had been completed on December 31, 2015.
The unaudited pro forma consolidated financial statements have been prepared in accordance with the accounting
policies as set out in the audited Carve-Out financial statements of Tornado Hydrovacs, a division of Empire Iron
Works Ltd., as at December 31, 2015, which have been prepared in accordance with International Financial
Reporting Standards (“IFRS”), and, in the opinion of management, include all adjustments necessary for fair
presentation. No adjustments have been made to reflect additional costs or cost savings that could result from the
combination of the operations of Tornado and Spin-Out, as management does not anticipate any material costs or
cost savings as a result of the Transaction.
The unaudited pro forma consolidated statement of financial position has been prepared for illustration purposes only
and may not be indicative of the combined results or financial position had the Plan been in effect at the date and for
the period indicated.

2.

Pro Forma Assumption and Adjustments

On February 1, 2016, Empire announced a plan to spin-out (the “Spin-Out Transaction”) to a new corporation, its
wholly owned hydrovac business including all of the tangible and intangible assets, employees and operations of
Tornado Trucks, a division of Empire Iron Works Ltd., a wholly owned subsidiary of Empire. Empire announced that,
a wholly owned subsidiary holding company, Tornado Global Hydrovacs Inc. (“Holdco”) has closed a private
placement of subscription receipts for aggregate gross proceeds of $7,500,000. If the Spin-Out Transaction is
completed, the aggregate gross proceeds of the subscription receipt private placement will be used as working
capital of operating company, Tornado Global Hydrovacs Ltd. (“Tornado”) and a wholly-owned subsidiary of Tornado
to be organized in China (”WOFE”) to carry on the hydrovac business of Tornado in China and a wholly-owned
subsidiary of Tornado named Tornado Hydrovacs Inc. to carry on the hydrovac business of Tornado in the U.S.A.
The transaction will be conducted under the terms of the Plan. These terms include the purchase of all Holdco shares
from Empire and the wind-up of Holdco into Tornado, the issuance of shares in Tornado (which subject to regulatory
approval will become listed on the TSXV) equaling no less than 54.5% of the total issued and outstanding shares to
the existing shareholders of Empire and an interest bearing promissory note to be issued to Empire in exchange for
the transfer of the Spin-Out to Tornado.

The unaudited pro forma consolidated statement of financial position gives effect to the following assumptions and
adjustments:
a)

Subsequent to December 31, 2015, and prior to the Plan, Holdco issued subscription receipts for common
shares for $7,500,000.

b)

Tornado will form a wholly owned foreign subsidiary in China (“WOFE”) and subscribe for shares in WFOE in the
amount of $2,000,000. Tornado will also provide WOFE with a secured subordinate loan of $2,000,000 maturing
four years from the date of advance and accruing interest at 8% per annum. The holders of the subscription
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receipts will also make available to WOFE a secured subordinate loan of $2,500,000 maturing four years from
the date of advance and accruing interest at 8% per annum.
c)

In exchange for the net assets of Spin-Out Empire will be provided with a secured loan equal to the difference
between the value of the hydrovac assets as at the effective time and $3,500,000. Based on these December
31, 2015 pro-forma statements, the value of this note is $3,554,000. The note will bear interest at 2.7% per
annum, payable annually for a term of 7 years. Principal will be payable at $20,000 per month for the first five
years and lump sums of approximately $900,000 on the date of the anniversary of the closing of the Plan in the
sixth and seven years. The fair value of the debt is estimated to be its carrying value.

d)

Bank indebtedness and all intercompany amounts receivable from and payable to Empire and its subsidiaries
will be settled.

e)

The existing shareholders of Empire will receive shares in Tornado equalling to 54.5% of the outstanding shares
of Tornado after the completion of the Plan and the existing Tornado shares held by Empire will be cancelled.

f)

The deferred income tax liability of $416,000 has been eliminated through the pro forma adjustment, as this tax
liability will remain with Empire Iron Works Ltd., and will not be transferred to Tornado Global Hydrovacs Ltd.

g)

The effective tax rate assumed in the preparation of the pro forma consolidated statement of financial position is
27%

h)

The following table sets forth the consolidated capitalization of Tornado as of December 31, 2015 on a pro
forma basis, immediately before and after giving effect to the Arrangement.

Description
Tornado Common Shares
Tornado Class “A” Shares

As of December 31, 2015
$1.00
(100 Tornado Common Shares)
$1.00
(100 Tornado Class “A” Shares)
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As of December 31, 2015
immediately after giving effect
to the Arrangement
$1.00
(100 Tornado Common Shares)
$16,483,518
(32,417,059 Tornado Class “A”
Shares”)

APPENDIX C - SCHEDULE D
TORNADO ANNUAL MD&A

{01703692-6}

Management’s Discussion and Analysis
The following Management’s Discussion and Analysis (“MD&A”) of financial condition and results of operations of Tornado
Global Hydrovacs Ltd. (“Tornado” or the “Company”) is supplemental to, and should be read in conjunction with the
audited Carve-Out Financial Statements of the Company for the fiscal year ended December 31, 2014.
The audited Carve-Out Financial Statements and accompanying notes of the Company for the year ended December 31,
2014 have been prepared in conformity with International Financial Reporting Standards (“IFRS”) and require management
to make estimates and assumptions that affect amounts reported and disclosed in such financial statements and related
notes. Unless otherwise indicated, a reference to a year relates to the Company’s fiscal year ended December 31. All
amounts are reported in Canadian dollars unless specifically stated to the contrary. Financial information disclosed in this
MD&A is presented in thousands (000’s) with the exception of percentages and per share data.
Disclosure contained in this document is current to May 20, 2016, unless otherwise stated.
Additional information on Tornado is available through the System for Electronic Document Analysis and Retrieval
(“SEDAR”) at www.sedar.com.

Business Description
The Company manufactures hydrovac trucks for excavation service providers to the oil and gas industry and the municipal
market. It operates through a leased production facility in Stettler, AB and a sales office located in Calgary, AB.
Tornado maintains its head office in Calgary, AB.

Carve-Out Financial Results
Periods ended December 31
($000’s, except for percentages)

Twelve months ended

Quarter ended

2014
$

2013
$

Variance
$

2014
$

2013
$

Variance
$

35,674
6,098
17.1%
3,407
9.6%
3,165
8.9%
1,766

24,578
4,607
18.7%
2,726
11.1%
2,476
10.1%
1,089

11,096
1,491
(1.6%)
681
(1.5%)
689
(1.2%)
677

9,398
1,358
14.4%
609
6.5%
556
5.9%
225

5,349
1,036
19.4%
454
8.5%
398
7.4%
65

4,049
322
(5.0%)
155
(2.0%)
158
(1.5%)
160

Operating Results:
Revenues
Adjusted gross margin
Adjusted gross margin %
Adjusted EBITDA
Adjusted EBITDA %
Adjusted EBIT
Adjusted EBIT %
Net income

Management’s Discussion & Analysis
For the 3 and 12 month periods ending December 31, 2014
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2014 Overview
Revenues for the Company increased 45% over 2013 to $35.7 million in 2014. The increase in revenue was attributed by
the Company continuing to increase its production capacity as it has been doing over the past three years while demand of
the Company’s signature production (hydrovac trucks) remained strong through most of 2014.
Adjusted Gross Margin percentage declined 1.6% compared to 2013. This decrease was driven by the outsourcing of
certain components of the manufacturing process in further efforts to increase production.
Selling and administrative expenses increased by $0.8 million compared to 2013. Approximately $0.3 million of this
increase was related certain one-time non-recurring expenses the Company incurred to help improve its production
capability and efficiency. The balance of the increase was incurred to effectively manage the increased volume of
production.
Adjusted EBITDA increased by $0.7 million as a result of factors discussed above although the adjusted EBITDA percentage
decreased by 1.5% as a result of those same factors. The Company’s depreciation expense was consistent with prior year
and thus the increase in Adjusted EBIT $0.7 million and decrease in Adjusted EBIT percentage 1.2% are also explained by the
factors outlined above.

4Q14 Overview
The fourth quarter showed the benefit of the increased production capacity where revenues increased by 76% over the
same period of 2013. Historically, with the reduced number of working days in the fourth quarter it is the Company’s
slowest quarter. The improved production capacity realized over the course of 2014 allowed the Company to keep pace
with the previous three quarters irrespective of the reduced working days.
Adjusted Gross Margin declined by 5% to 14.4% in 4Q14 as compared to the same period in the prior year. To keep pace
with demand the Company sub-contracted several truck assemblies that expectedly yielded lower profits which had a
negative impact on Adjusted Gross Margin.
Selling and administrative expenses were consistent with the same period in 2013 at $0.6 million.
Adjusted EBITDA and Adjusted EBIT increased by $0.1 million as a result of the factors discussed above.

Management’s Discussion & Analysis
For the 3 and 12 month periods ending December 31, 2014
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Selected Annual and Quarterly Financial Information
Annual Financial Information
($000’s)

For the years ended

Sales
Profit
Cash dividends declared per common share

Quarterly Financial Information

2014

2013

IFRS

IFRS

35,674
1,766
-

24,578
1,089
-

2014

2014

2014

2014

2013

2013

2013

2013

Q4

Q3

Q2

Q1

Q4

Q3

Q2

Q1

9,398
609
225

9,519
918
474

8,316
786
417

8,441
1,094
650

5,349
454
65

6,552
731
324

6,538
831
384

6,139
710
316

($000’s)

For the quarters ended
Sales
Adjusted EBITDA
Profit (loss)

Liquidity and Capital Resources
Liquidity
For the year ended December 31, 2014, the Company’s operations generated $2.1 million of cash, excluding the impact of
changes in non-cash working capital amounts. As the Company does not have significant capital expansion plans in the
ensuing year, the Company expects that its operations will generate sufficient cash on a go forward basis to meet the
Company’s obligations.
Long term debt of $0.1 million consists of finance leases.

Owner’s Interest
As at December 31, 2014, the owner’s interest was $6.6 million. No dividends were declared or paid in the year.

Management’s Discussion & Analysis
For the 3 and 12 month periods ending December 31, 2014
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Financial Ratios
The following information is based on the data disclosed in Note 19 (Capital Disclosures and Management) from the audited
Carve-Out Financial Statements:

For the periods ended

December
31, 2014

($000’s, except for percentages)

$
Current portion of finance leases
Long-term portion of finance leases

64
79

Funded debt

143

Shareholders’ equity

7,678

Tangible net worth

7,678

Capitalization

7,821

Long-term funded debt : Capitalization

1.8%

Other Matters
Critical Accounting Estimates
The preparation of financial statements in accordance with IFRS necessitates the use of management estimates,
assumptions and judgment that affect reported amounts of assets, liabilities, revenues and expenses and disclosure of
contingent assets and liabilities at the date of the financial statements. Although management reviews its estimates on an
ongoing basis, actual results may differ from these estimates as confirming events occur. The following components of the
financial statements depend most heavily on such management estimates, assumptions and judgment, any changes in
which may have a material impact on the Company’s financial condition or results of operations. For more information
about certain assumptions and risks that may affect these estimates, assumptions and judgments, please see the “Forward
Looking Information” section of this MD&A.

Revenue Recognition
Revenue is recognized when it is probable that the economic benefits associated with a transaction will flow to the
Company, and when the amount of revenue can be reliably measured. Revenue is measured at the fair value of the
consideration received or receivable, excluding trade discounts, volume rebates, and amounts collected on behalf of a third
party.
Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the goods have been
transferred to the buyer, usually when the products are completed and accepted by the customer, and collection is
reasonably assured.

Management’s Discussion & Analysis
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Cash generating assets
For the purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash inflows. Management determines which groups of assets are capable of generating cash inflows that are largely
independent of other operations within the Company.

Allowance for doubtful accounts
Given the nature of business and the credit terms provided to customers, estimates and judgements are inherent in the ongoing assessment of the recoverability of some accounts receivable. The Company maintains an allowance for doubtful
accounts to reflect expected credit losses. The Company is not able to predict changes in the financial conditions of its
customers and the Company’s judgement related to the recoverability of accounts receivable may be materially impacted if
the financial condition of the Company’s customers deteriorates.

Valuation of inventory
Estimates and judgements are inherent in the determination of the net realizable value of inventories. The cost of
inventories may not be fully recoverable if they are damaged or if the selling price of the inventory is less than its cost. The
Company regularly reviews its inventory quantities and reduces the cost attributed to inventory no longer deemed to be
fully recoverable. Estimates related to the determination of net realizable value may be impacted by a number of factors
including market conditions.

Intangible assets
Expenditures of research activities, undertaken with the prospect of gaining new technical knowledge and understanding, is
recognized in profit or loss as incurred. Development activities involve a plan or design for the production of new or
substantially improved products and processes. Development expenditure is capitalized only if development costs can be
measured reliably, the product of process is technically and commercially feasible, future economic benefits are probable
and the Company intends to and has sufficient resources to complete development and to use or sell the asset.

Impairment of non-financial assets
The Company's impairment test is based on value in use calculations that use a discounted cash flow model. The cash flows
are derived from the forecast and do not include restructuring activities that the Company is not yet committed to or
significant future investments that may enhance the performance of the cash generating unit being tested. The calculation
is sensitive to the discount rate applied as well as the expected future cash inflows.

Useful lives of key property, plant and equipment investment property and intangible assets
Estimated useful lives of property, plant and equipment and intangible assets are based on management’s judgment and
experience. When management identifies that the actual useful lives for these assets differ materially from the estimates
used to calculate depreciation and amortization, that change is adjusted prospectively. Asset lives, depreciation and
amortization methods, and residual values are reviewed periodically.
The Company periodically assesses the recoverability of values assigned to long-lived assets after considering potential
impairment indicated by such factors as significant changes in technological, market, economic or legal environment,
business and market trends, future prospects, current market value and other economic factors. In performing its review of
recoverability, management estimates either the value in use or fair value less costs to sell.

Management’s Discussion & Analysis
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Deferred Income Taxes
The Company accounts for income taxes using the asset and liability method. Under this method, deferred tax assets and
liabilities are recognized based on deductible or taxable temporary differences between the carrying amounts and tax bases
of the assets and liabilities. Deferred tax assets and liabilities are measured using substantially enacted tax rates expected
to apply in the years in which the temporary differences are expected to reverse. If the estimates and assumptions are
modified in the future, the Company may be required to reduce or increase the value of deferred tax assets or liabilities
resulting in, where applicable, an income tax expense or recovery. The Company regularly evaluates deferred tax assets
and liabilities.

Investment tax credits

Federal and provincial investment tax credits are accounted for as a reduction to the corresponding expenditures in the
period in which the credits are earned and when there is reasonable assurance that the credits can be used to recover
taxes.

Risks and Uncertainties
Operating Results
Tornado’s business requires significant financial resources, and there is no assurance that future revenues will be sufficient
to generate the funds required to continue Tornado’s business development and marketing activities. In certain markets,
the Company competes with local, regional, national and international companies for sales. With the experience of the
Company’s management, management believes it has developed systems, policies, and procedures to mitigate this risk.

Liquidity Requirements
The Company requires significant amounts of working capital in order to be able to operate. The Company’s sales are
primarily based upon firm prices and while customer deposits are sometimes obtained, billing is generally performed upon
delivery of the finished truck. In order to satisfy customer demand in a timely manner, Tornado endeavours to have stock
trucks available for immediate purchase, which is a capital intensive endeavor.
The Company’s ability to obtain additional capital is a significant factor in achieving its strategy of expansion in the North
American market. There can be no assurance that the current working capital of Tornado will be sufficient to enable it to
implement all of its objectives. Furthermore, the current credit contraction in the world’s financial markets may limit the
Company’s ability to access credit in the event that it identifies a potential acquisition or some other business opportunity
that would require a significant investment in resources. There can be no assurance that if and when Tornado seeks equity
or debt financing, it will be able to obtain the required funding on favourable commercial terms, or at all. Any such future
financing may also result in additional dilution to existing shareholders.
Tornado requires sufficient financing to fund its operations. Failure to obtain financing on a timely basis could cause missed
acquisition opportunities, delays in expansion and may also impact ongoing operations.

Credit Risk
Credit risk arises from the possibility that customers may experience financial difficulty and be unable to fulfill their
commitments to the Company. Notwithstanding the Company’s current credit policies and practices, there can be no
assurance that customers will remain able to fulfill their commitments to the Company which may have an adverse effect
on the Company’s financial performance.

Interest Rate Risk
Fluctuations in interest rates will affect that portion of the Company’s debt that is subject to variable interest rates, and will
also affect the prices for other financial instruments. Such fluctuations could have an adverse effect on the Company’s
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financial performance.

Foreign Exchange Risk
Rapid currency fluctuations can have a significant impact on un-hedged non-Canadian dollar denominated sales. While the
Company does not have its own hedging facility, it had access to Empire Industries Ltd.’s forward contracts to sell US
dollars. To mitigate this risk in the future, the Company will need to implement a hedging program of its own.

Cost of Raw Material
The principal cost of raw material is chassis, mechanical components, and tanks and other steel components. These supply
and pricing arrangements are negotiated directly with vendors in supply agreements of varying duration. Tornado mitigates
its risk, to the extent possible, through contracted buying arrangements or limitations on the length of time that bids can
remain outstanding prior to acceptance. Volatility in raw material costs may negatively impact margins and therefore the
company’s future results of operations or financial position.

Competitive Market
Due to the competitive nature of the business in North America, Tornado must compete on price and quality of its hydrovac
trucks. Delivery time is also an important consideration for customers, meaning that having a finished goods inventory of
hydrovac trucks gives a competitive advantage. There can be no assurance that Tornado will have the financial capacity to
maintain a sufficient finished goods inventory in North America.

Global Economic Environment
The current economic downturn has demonstrated that businesses and industries throughout the world are very tightly
connected to each other. Thus, events seemingly unrelated to Tornado may adversely affect Tornado over the course of
time. For example, a credit contraction in financial markets, combined with reduced economic activity, may adversely
affect economic activity of businesses in North America that collectively are expected to constitute a significant portion of
Tornado’s customer base. As a result, these customers may need to reduce their purchases of Tornado’s products or
services, or Tornado may experience greater difficulty in receiving payment for the products or services that these
customers purchase from Tornado. Any of these events, or any other events caused by turmoil in world financial markets,
may have a material adverse effect on Tornado’s business, operating results, and financial condition.

Oil & Gas Related Production and Construction Activity
Particularly in western Canada, demand for Tornado’s products and services tends to fluctuate directly with oil and gas
related production and construction activity. This in turn strongly correlates with the price of oil. A decline in the demand
for Tornado’s products can occur if deteriorating economic conditions reduce these economic activities, which would have
an adverse effect on Tornado’s business, results of operations, and financial condition.

Reliance on Key Personnel
The business activities of Tornado involve a certain degree of risk that even a combination of experience, knowledge and
diligence may not be able to overcome. Shareholders must rely on the ability, expertise, judgment, direction and integrity of
the management of Tornado. Success will be dependent on the services of a number of key personnel, including its
executive officers and other key employees, the loss of any one of whom could have an adverse effect on its operations and
business prospects. Tornado feels that by being a publicly traded company it will have more flexibility than its private
competitors to implement attractive incentive plans for key employees to attract and retain the necessary employees.

Safety (Reputation and Financial Results Could be Harmed in the Event of Accidents or Incidents)
Tornado is exposed to liabilities that are unique to the services that Tornado provides. Such liabilities may relate to an
accident or incident involving one of Tornado’s Hydrovacs or damage to equipment or property caused by one of Tornado’s
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Hydrovacs, and could involve significant potential claims of injured employees and other third parties. The amount of
Tornado’s insurance coverage may not be adequate to cover potential claims or liabilities and Tornado may be forced to
bear substantial costs as a result of one or more accidents. Substantial claims resulting from an accident in excess of its
related insurance coverage would harm Tornado’s financial condition and operating results. Moreover, any accident or
incident involving Tornado, even if Tornado is fully insured or not held liable, could negatively affect Tornado's reputation
among customers and the public, thereby making it more difficult for Tornado to compete effectively, and could
significantly affect the cost and availability of insurance in the future. Due to the magnitude of insurance premiums,
Tornado decided to self-insure against any physical damage it could incur on the hydrovac units. This decision will be reevaluated periodically as circumstances change.

Acquisitions
Tornado may seek to expand its business through acquisitions and may divest underperforming or non-core businesses.
Tornado’s success may depend in part upon management’s ability to identify such acquisition and divestiture opportunities
and to negotiate favourable contractual terms. Tornado’s ability to successfully integrate acquisitions into its operations
could affect Tornado’s financial results.

Environment/Regulatory
Environmental legislation is evolving in a manner expected to result in stricter standards and enforcement, larger fines and
liability and potentially increased capital expenditures and operating costs. No assurance can be given that environmental
laws will not result in an increase in the costs of Tornado’s activities or otherwise adversely affect the its financial condition,
results of operations or prospects.
Tornado maintains insurance consistent with industry practice to protect against losses due to sudden and accidental
environmental contamination, accidental destruction of assets, and other operating accidents or disruption. Tornado also
has operational and emergency response procedures, and safety and environmental programs in place to reduce potential
loss exposure. Tornado believes that it is in substantial compliance, in all material respects, with all current environmental
legislation and is taking such steps as it believes are prudent to ensure that compliance will be maintained.

Litigation
Legal proceedings may arise from time to time in the course of Tornado’s business. All industries, including the hydrovac
industry, are subject to legal claims, with and without merit. Such legal claims maybe brought against Tornado or one or
more of its subsidiaries in the future from time to time. Defence and settlement costs of legal claims can be substantial,
even with respect to claims that have no merit. Due to the inherent uncertainty of the litigation process, such process
could take away from management time and effort and the resolution of any particular legal proceeding to which Tornado
may become subject could have a material effect on Tornado’s financial position and results of operations.

Forward Looking Information
This MD&A contains certain “forward-looking statements.” All statements, other than statements of historical fact, that
address activities, events or developments that the Company believes, expects or anticipates will or may occur in the future
(including, without limitation, statements regarding financial and business prospects and financial outlook) are forward
looking statements. These forward-looking statements reflect the current expectations or beliefs of the Company, based on
information currently available to the Company. Forward-looking statements are subject to a number of risks, uncertainties
and assumptions that may cause the actual results of the Company to differ materially from those discussed in the forwardlooking statements and, even if such actual results are realized or substantially realized, there can be no assurance that they
will have the expected consequences to, or effects on the Company. Factors that could cause actual results or events to
differ materially from current expectations include, among other things, changes in general economic and market
conditions, changes to regulations affecting the Company’s activities, and uncertainties relating to the availability and costs
of financing needed in the future. Any forward-looking statement speaks only as at the date on which it is made and, except
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as may be required by applicable securities laws, the Company disclaims any intent or obligation to update any forwardlooking statement, whether as a result of new information, future events or results or otherwise. Although the Company
believes that the assumptions inherent in the forward-looking statements are reasonable, forward looking statements are
not guarantees of future performance and, accordingly, undue reliance should not be put on such statements due to the
inherent uncertainty therein.
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Outlook
In addition to other sections of the Company’s report, this section contains forward-looking information and actual
outcomes may differ materially from those expressed or implied therein. For more information, see the section titled
“Forward- Looking Information” in this MD&A.
The Company has been challenged to respond quickly to the negative affect that the significant reduction in oil and gas
prices has had on reducing capital expenditures in Western Canada, especially in the oil sands market. The Company has
seen its backlog reduced dramatically, its forecasted monthly throughput reduced significantly, sales price per truck
reduced and margins reduced correspondingly. The Company is expanding its sales region and focus including expanding in
the United States to offset the decline in demand experienced in Western Canada due to the decline in oil prices. However,
the Company’s operating performance in 2015 is expected to be impacted negatively in 2015 compared to 2014.

Non-IFRS Methods
In this MD&A, the Company uses two financial management metrics that are not in accordance with IFRS “Adjusted
earnings (loss) before interest, tax, depreciation and amortization (Adjusted EBITDA)” and “Adjusted Gross Margin”.
Because these terms are not defined by IFRS they cannot be formally presented in the consolidated financial statements.
The definition of Adjusted EBITDA does not take into account the Company’s share of profit of an associate investment,
gains and losses on the disposal of assets, fair value changes in foreign currency forward contracts and non-cash
components of stock based compensation. Adjusted EBIT is the result of the Company’s Adjusted EBITDA less depreciation
and amortization expenses. The Adjusted Gross Margin metric is the result of revenues less cost of sales, excluding
depreciation of property, plant and equipment. It should be noted that the Company’s definition of Adjusted EBITDA,
Adjusted EBIT and Adjusted Gross Margin may differ from those definitions used by other companies.
While not IFRS measures, Adjusted EBITDA, Adjusted EBIT and Adjusted Gross Margin are used by management, creditors,
analysts, investors and other financial stakeholders to assess the Company’s performance and management from a financial
and operational perspective.
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Reconciliation of Profit (loss) to Adjusted EBITDA
Periods ended December 31

Twelve months ended
2014

2013

Variance

2014

2013

Variance

$

$

$

$

$

$

2,394

1,498

896

364

128

236

242

250

(8)

53

56

(3)

51
720
3,407

45
33
900
2,726

(45)
18
(180)
681

12
180
609

36
9
225
454

(36)
3
(45)
155

($000’s, except for per share amounts)
Profit (loss) – continuing operations before
taxes
Add: Depreciation and amortization
Add/Deduct: (Gain) loss on disposal of assets
and other (income) loss
Add: Finance costs
Add Management fees
Adjusted EBITDA – continuing operations

Quarter ended

Calculation of Adjusted EBIT
Periods ended December 31
($000’s, except for percentages)
Adjusted EBITDA
Less: Depreciation and amortization
Adjusted EBIT
% of revenue

Twelve months ended

Quarter ended

2014

2013

Variance

2014

2013

Variance

$

$

$

$

$

$

3,407
(242)
3,165
8.8%

2,726
(250)
2,476
10.0%

681
8
689
(1.2%)

609
(53)
556
5.9%

454
(56)
398
7.4%

155
3
158
(1.5%)

Calculation of Adjusted Gross Margin
Periods ended December 31
($000’s, except for percentages)
Revenues
Cost of sales excluding depreciation and
amortization
Adjusted gross margin
% of revenue

Twelve months ended

Quarter ended

2014

2013

Variance

2014

2013

Variance

$

$

$

$

$

$

35,674

24,578

11,096

9,398

5,349

4,049

(29,576)
6,098
17.09%

(19,971)
4,607
18.74%

(9,605)
1,491
(1.65%)

8,040
1,358
14.4%

4,313
1,036
19.4%

3,727
322
(5.0%)
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Management’s Discussion and Analysis
The following Management’s Discussion and Analysis (“MD&A”) of financial condition and results of operations of Tornado
Global Hydrovacs Ltd. (“Tornado” or the “Company”) is supplemental to, and should be read in conjunction with the
audited Carve-Out Financial Statements of the Company for the fiscal year ended December 31, 2015.
The audited financial statements and accompanying notes of the Company for the year ended December 31, 2015 have
been prepared in conformity with International Financial Reporting Standards (“IFRS”) and require management to make
estimates and assumptions that affect amounts reported and disclosed in such financial statements and related notes.
Unless otherwise indicated, a reference to a year relates to the Company’s fiscal year ended December 31. All amounts are
reported in Canadian dollars unless specifically stated to the contrary. Financial information disclosed in this MD&A is
presented in thousands (000’s) with the exception of percentages and per share data.
Disclosure contained in this document is current to May 20, 2016, unless otherwise stated.
Additional information on Tornado is available through the System for Electronic Document Analysis and Retrieval
(“SEDAR”) at www.sedar.com.

Business Description
The Company manufactures hydrovac trucks for excavation service providers to the oil and gas industry and the municipal
market. It operates through a leased production facility in Stettler, AB and a sales office located in Calgary, AB.
Tornado maintains its head office in Calgary, AB.

Carve-Out Financial Results
Periods ended December 31
($000’s, except for percentages)

Twelve months ended

Quarter ended

2015
$

2014
$

Variance
$

2015
$

2014
$

Variance
$

20,178
2,237
11.1%
(126)
(0.6%)
(453)
(2.2%)
(887)

35,674
6,098
17.1%
3,407
9.6%
3,165
8.9%
1,766

(15,496)
(3,862)
(6.0%)
(3,532)
(10.2%)
(3,618)
(11.2%)
(2,653)

5,151
475
9.2%
4
0.1%
(190)
(3.7%)
(370)

9,398
1,358
14.4%
609
6.5%
556
5.9%
225

(4,247)
(883)
(5.2%)
(605)
(6.4%)
(746)
(9.6%)
(595)

Operating Results:
Revenues
Adjusted gross margin
Adjusted gross margin %
Adjusted EBITDA
Adjusted EBITDA %
Adjusted EBIT
Adjusted EBIT %
Net income
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2015 Overview
Revenues for the Company decreased 43% over 2014 to $20.2 million in 2015. The decrease in revenue was attributed to
the significant drop in demand for hydrovac trucks caused by low oil prices and the corresponding reduction in oil
production and associated capital expenditures.
Adjusted Gross Margin percentage declined 6.0% compared to 2014. This decrease was driven by price pressures arising
from the drop in overall demand for hydrovac trucks and less cost efficiencies at lower production volumes. It is important
to observe that significant operating cost reductions were put into effect early in the year in anticipation of ongoing
reductions expected in truck sales. These proactive steps helped to keep the Company operating at approximately a cash
flow break-even, in-spite of the precipitous reduction in revenue.
Selling and administrative expenses decreased by $0.3 million compared to 2014 as the Company reduced expenditures
where possible in response to the demand reduction.
Adjusted EBITDA decreased by $3.5 million as a result of factors discussed above. The Company’s depreciation expense was
$0.1 million higher than the prior year and thus the decrease in Adjusted EBIT of $3.6 million is also explained by the factors
outlined above.

4Q15 Overview
Revenues and gross margins in the fourth quarter continued to suffer from the same slow demand and resulting price
pressures discussed above. Revenues declined by 45% to $5.2 million in 4Q15 as compared to the same period in the prior
year. Adjusted Gross Margin declined by 5.2% to 9.2% in 4Q15 as compared to the same period in the prior year.
Selling and administrative expenses reduced by $0.3 million compared to the same period in 2014 as expense reduction
measures implemented were fully realized in the quarter.
Notwithstanding these pressures, the Company was able to break even at the Adjusted EBITDA level in the fourth quarter as
the full effect of cost reduction initiatives undertaken throughout the year came to fruition.

Subsequent Significant Events
•

On February 1, 2016, Empire Industries Ltd. announced its proposal to spin out its hydrovac business (the Tornado
Hydrovacs business) into a separate publicly traded company on the TSX Venture Exchange. Empire shareholders
will own 54.5% and a Chinese partner would own the remaining 45.5%. When all of the transactions associated
with the proposal are completed, the spin out company will have approximately $10 million of cash and
approximately $6 million of operating assets. Empire also announced that the new spinout company closed a
private placement of subscription receipts for gross proceeds of approximately $5 million.

•

On March 1, 2016, Empire Industries Ltd. announced that Tornado Global Hydrovacs Inc., has closed a second
private placement of subscription receipts for aggregate gross proceeds of RMB 11,946,110 (approximately
$2,500,000)
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Selected Annual and Quarterly Financial Information
Annual Financial Information
For the years ended

Sales
Profit (loss)
Total Assets
Total long-term financial liabilities
Cash dividends declared per common share

Quarterly Financial Information

2014

Variance

IFRS

IFRS

20,178
(887)
13,313
102
-

35,674
1,766
16,334
143
-

(15,496)
(2,653)
(3,021)
(41)
-

2015

2015

2015

2015

2014

2014

2014

2014

Q4

Q3

Q2

Q1

Q4

Q3

Q2

Q1

5,152
5
(370)

3,715
(122)
(222)

6,686
130
(63)

4,625
(138)
(232)

9,398
609
225

9,519
918
474

8,316
786
417

8,441
1,094
650

For the quarters ended
Sales
Adjusted EBITDA
Profit (loss)

2015

Liquidity and Capital Resources
Liquidity
For the year ended December 31, 2015, the Company’s continuing operations used $0.4 million of cash, compared with
$2.1 million of cash generated in 2014 excluding the impact of changes in non-cash working capital amounts.
The Company is in the process of completing a spin-out and financing transaction that is expected to inject approximately
an aggregate of $10 million comprised of equity and subordinated debt. $6.5 million of these funds will be used by the
Company to fund its expansion into China, which is anticipated to be sufficient to sustain the Chinese expansion until it
becomes cash positive. The remaining $3.5 million of the financing transaction will be used by the Canadian operation. As
a result of the spin out transaction, the Company will have new corporate overhead expenses, such as audit and
professional fees, regulatory fees and executive compensation among others. These new expenses will be funded by cash
from Canadian operations, supplemented if necessary by the $3.5 million from the financing transaction described above.
The volume of business of the Canadian operations is such that the Company will not need a working capital lending facility
immediately. Rather, it will be able to function on cash flows from operations supplemented if necessary by the $3.5
million cash infusion. As the volume in the Company’s Canadian operation increases, it may require a line of credit or
similar facility. The Company is expected to have sufficient working capital assets such as inventory and receivables to
support such a credit line.
Long term debt of $0.1 million consists of finance leases.

Owner’s Interest
The owner’s interest of $5.8 million at December 31, 2015 is $0.9 million lower than the owner’s interest at December 31,
2014 due largely to the net loss in the period. No dividends were declared or paid in the year.
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Financial Ratios
The following information is based on the data disclosed in Note 19 (Capital Disclosures and Management) from the audited
Carve-Out Financial Statements:

For the periods ended

December
31, 2015

December
31, 2014

$

$

Current portion of finance leases
Long-term portion of finance leases

67
35

64
79

Funded debt

102

143

Shareholders’ equity
Less: intangible assets (net)

5,478
(312)

7,678
-

Tangible net worth

5,166

7,678

Capitalization

5,268

7,821

Long-term funded debt : Capitalization

1.9%

1.8%

Other Matters
Critical Accounting Estimates
The preparation of financial statements in accordance with IFRS necessitates the use of management estimates,
assumptions and judgment that affect reported amounts of assets, liabilities, revenues and expenses and disclosure of
contingent assets and liabilities at the date of the financial statements. Although management reviews its estimates on an
ongoing basis, actual results may differ from these estimates as confirming events occur. The following components of the
financial statements depend most heavily on such management estimates, assumptions and judgment, any changes in
which may have a material impact on the Company’s financial condition or results of operations. For more information
about certain assumptions and risks that may affect these estimates, assumptions and judgments, please see the “Forward
Looking Information” section of this MD&A.

Revenue Recognition
Revenue is recognized when it is probable that the economic benefits associated with a transaction will flow to the
Company, and when the amount of revenue can be reliably measured. Revenue is measured at the fair value of the
consideration received or receivable, excluding trade discounts, volume rebates, and amounts collected on behalf of a third
party.
Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the goods have been
transferred to the buyer, usually when the products are completed and accepted by the customer, and collection is
reasonably assured.
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Cash generating assets
For the purpose of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash inflows. Management determines which groups of assets are capable of generating cash inflows that are largely
independent of other operations within the Company.

Allowance for doubtful accounts
Given the nature of business and the credit terms provided to customers, estimates and judgements are inherent in the ongoing assessment of the recoverability of some accounts receivable. The Company maintains an allowance for doubtful
accounts to reflect expected credit losses. The Company is not able to predict changes in the financial conditions of its
customers and the Company’s judgement related to the recoverability of accounts receivable may be materially impacted if
the financial condition of the Company’s customers deteriorates.

Valuation of inventory
Estimates and judgements are inherent in the determination of the net realizable value of inventories. The cost of
inventories may not be fully recoverable if they are damaged or if the selling price of the inventory is less than its cost. The
Company regularly reviews its inventory quantities and reduces the cost attributed to inventory no longer deemed to be
fully recoverable. Estimates related to the determination of net realizable value may be impacted by a number of factors
including market conditions.

Intangible assets
Expenditures of research activities, undertaken with the prospect of gaining new technical knowledge and understanding, is
recognized in profit or loss as incurred. Development activities involve a plan or design for the production of new or
substantially improved products and processes. Development expenditure is capitalized only if development costs can be
measured reliably, the product of process is technically and commercially feasible, future economic benefits are probable
and the Company intends to and has sufficient resources to complete development and to use or sell the asset.

Impairment of non-financial assets
The Company's impairment test is based on value in use calculations that use a discounted cash flow model. The cash flows
are derived from the forecast and do not include restructuring activities that the Company is not yet committed to or
significant future investments that may enhance the performance of the cash generating unit being tested. The calculation
is sensitive to the discount rate applied as well as the expected future cash inflows.

Useful lives of key property, plant and equipment investment property and intangible assets
Estimated useful lives of property, plant and equipment and intangible assets are based on management’s judgment and
experience. When management identifies that the actual useful lives for these assets differ materially from the estimates
used to calculate depreciation and amortization, that change is adjusted prospectively. Asset lives, depreciation and
amortization methods, and residual values are reviewed periodically.
The Company periodically assesses the recoverability of values assigned to long-lived assets after considering potential
impairment indicated by such factors as significant changes in technological, market, economic or legal environment,
business and market trends, future prospects, current market value and other economic factors. In performing its review of
recoverability, management estimates either the value in use or fair value less costs to sell.
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Deferred Income Taxes
The Company accounts for income taxes using the asset and liability method. Under this method, deferred tax assets and
liabilities are recognized based on deductible or taxable temporary differences between the carrying amounts and tax bases
of the assets and liabilities. Deferred tax assets and liabilities are measured using substantially enacted tax rates expected
to apply in the years in which the temporary differences are expected to reverse. If the estimates and assumptions are
modified in the future, the Company may be required to reduce or increase the value of deferred tax assets or liabilities
resulting in, where applicable, an income tax expense or recovery. The Company regularly evaluates deferred tax assets
and liabilities.

Investment tax credits

Federal and provincial investment tax credits are accounted for as a reduction to the corresponding expenditures in the
period in which the credits are earned and when there is reasonable assurance that the credits can be used to recover
taxes.

Risks and Uncertainties
Operating Results
Tornado’s business requires significant financial resources, and there is no assurance that future revenues will be sufficient
to generate the funds required to continue Tornado’s business development and marketing activities. In certain markets,
the Company competes with local, regional, national and international companies for sales. With the experience of the
Company’s management, management believes it has developed systems, policies, and procedures to mitigate this risk.

Liquidity Requirements
The Company requires significant amounts of working capital in order to be able to operate. The Company’s sales are
primarily based upon firm prices and while customer deposits are sometimes obtained, billing is generally performed upon
delivery of the finished truck. In order to satisfy customer demand in a timely manner, Tornado endeavours to have stock
trucks available for immediate purchase, which is a capital intensive endeavor.
The Company’s ability to obtain additional capital is a significant factor in achieving its strategy of expansion in the North
American market. There can be no assurance that the current working capital of Tornado will be sufficient to enable it to
implement all of its objectives. Furthermore, the current credit contraction in the world’s financial markets may limit the
Company’s ability to access credit in the event that it identifies a potential acquisition or some other business opportunity
that would require a significant investment in resources. There can be no assurance that if and when Tornado seeks equity
or debt financing, it will be able to obtain the required funding on favourable commercial terms, or at all. Any such future
financing may also result in additional dilution to existing shareholders.
Tornado requires sufficient financing to fund its operations. Failure to obtain financing on a timely basis could cause missed
acquisition opportunities, delays in expansion and may also impact ongoing operations.

Credit Risk
Credit risk arises from the possibility that customers may experience financial difficulty and be unable to fulfill their
commitments to the Company. Notwithstanding the Company’s current credit policies and practices, there can be no
assurance that customers will remain able to fulfill their commitments to the Company which may have an adverse effect
on the Company’s financial performance.

Interest Rate Risk
Fluctuations in interest rates will affect that portion of the Company’s debt that is subject to variable interest rates, and will
also affect the prices for other financial instruments. Such fluctuations could have an adverse effect on the Company’s
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financial performance.

Foreign Exchange Risk
Rapid currency fluctuations can have a significant impact on un-hedged non-Canadian dollar denominated sales. While the
Company does not have its own hedging facility, it had access to Empire Industries Ltd.’s forward contracts to sell US
dollars. To mitigate this risk in the future, the Company will need to implement a hedging program of its own.

Cost of Raw Material
The principal cost of raw material is chassis, mechanical components, and tanks and other steel components. These supply
and pricing arrangements are negotiated directly with vendors in supply agreements of varying duration. Tornado mitigates
its risk, to the extent possible, through contracted buying arrangements or limitations on the length of time that bids can
remain outstanding prior to acceptance. Volatility in raw material costs may negatively impact margins and therefore the
company’s future results of operations or financial position.

Competitive Market
Due to the competitive nature of the business in North America, Tornado must compete on price and quality of its hydrovac
trucks. Delivery time is also an important consideration for customers, meaning that having a finished goods inventory of
hydrovac trucks gives a competitive advantage. There can be no assurance that Tornado will have the financial capacity to
maintain a sufficient finished goods inventory in North America.

Global Economic Environment
The current economic downturn has demonstrated that businesses and industries throughout the world are very tightly
connected to each other. Thus, events seemingly unrelated to Tornado may adversely affect Tornado over the course of
time. For example, a credit contraction in financial markets, combined with reduced economic activity, may adversely
affect economic activity of businesses in North America that collectively are expected to constitute a significant portion of
Tornado’s customer base. As a result, these customers may need to reduce their purchases of Tornado’s products or
services, or Tornado may experience greater difficulty in receiving payment for the products or services that these
customers purchase from Tornado. Any of these events, or any other events caused by turmoil in world financial markets,
may have a material adverse effect on Tornado’s business, operating results, and financial condition.

Oil & Gas Related Production and Construction Activity
Particularly in western Canada, demand for Tornado’s products and services tends to fluctuate directly with oil and gas
related production and construction activity. This in turn strongly correlates with the price of oil. A decline in the demand
for Tornado’s products can occur if deteriorating economic conditions reduce these economic activities, which would have
an adverse effect on Tornado’s business, results of operations, and financial condition.

Reliance on Key Personnel
The business activities of Tornado involve a certain degree of risk that even a combination of experience, knowledge and
diligence may not be able to overcome. Shareholders must rely on the ability, expertise, judgment, direction and integrity of
the management of Tornado. Success will be dependent on the services of a number of key personnel, including its
executive officers and other key employees, the loss of any one of whom could have an adverse effect on its operations and
business prospects. Tornado feels that by being a publicly traded company it will have more flexibility than its private
competitors to implement attractive incentive plans for key employees to attract and retain the necessary employees.

Safety (Reputation and Financial Results Could be Harmed in the Event of Accidents or Incidents)
Tornado is exposed to liabilities that are unique to the services that Tornado provides. Such liabilities may relate to an
accident or incident involving one of Tornado’s Hydrovacs or damage to equipment or property caused by one of Tornado’s
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Hydrovacs, and could involve significant potential claims of injured employees and other third parties. The amount of
Tornado’s insurance coverage may not be adequate to cover potential claims or liabilities and Tornado may be forced to
bear substantial costs as a result of one or more accidents. Substantial claims resulting from an accident in excess of its
related insurance coverage would harm Tornado’s financial condition and operating results. Moreover, any accident or
incident involving Tornado, even if Tornado is fully insured or not held liable, could negatively affect Tornado's reputation
among customers and the public, thereby making it more difficult for Tornado to compete effectively, and could
significantly affect the cost and availability of insurance in the future. Due to the magnitude of insurance premiums,
Tornado decided to self-insure against any physical damage it could incur on the hydrovac units. This decision will be reevaluated periodically as circumstances change.

Acquisitions
Tornado may seek to expand its business through acquisitions and may divest underperforming or non-core businesses.
Tornado’s success may depend in part upon management’s ability to identify such acquisition and divestiture opportunities
and to negotiate favourable contractual terms. Tornado’s ability to successfully integrate acquisitions into its operations
could affect Tornado’s financial results.

Environment/Regulatory
Environmental legislation is evolving in a manner expected to result in stricter standards and enforcement, larger fines and
liability and potentially increased capital expenditures and operating costs. No assurance can be given that environmental
laws will not result in an increase in the costs of Tornado’s activities or otherwise adversely affect the its financial condition,
results of operations or prospects.
Tornado maintains insurance consistent with industry practice to protect against losses due to sudden and accidental
environmental contamination, accidental destruction of assets, and other operating accidents or disruption. Tornado also
has operational and emergency response procedures, and safety and environmental programs in place to reduce potential
loss exposure. Tornado believes that it is in substantial compliance, in all material respects, with all current environmental
legislation and is taking such steps as it believes are prudent to ensure that compliance will be maintained.

Litigation
Legal proceedings may arise from time to time in the course of Tornado’s business. All industries, including the hydrovac
industry, are subject to legal claims, with and without merit. Such legal claims maybe brought against Tornado or one or
more of its subsidiaries in the future from time to time. Defence and settlement costs of legal claims can be substantial,
even with respect to claims that have no merit. Due to the inherent uncertainty of the litigation process, such process
could take away from management time and effort and the resolution of any particular legal proceeding to which Tornado
may become subject could have a material effect on Tornado’s financial position and results of operations.

Forward Looking Information
This MD&A contains certain “forward-looking statements.” All statements, other than statements of historical fact, that
address activities, events or developments that the Company believes, expects or anticipates will or may occur in the future
(including, without limitation, statements regarding financial and business prospects and financial outlook) are forward
looking statements. These forward-looking statements reflect the current expectations or beliefs of the Company, based on
information currently available to the Company. Forward-looking statements are subject to a number of risks, uncertainties
and assumptions that may cause the actual results of the Company to differ materially from those discussed in the forwardlooking statements and, even if such actual results are realized or substantially realized, there can be no assurance that they
will have the expected consequences to, or effects on the Company. Factors that could cause actual results or events to
differ materially from current expectations include, among other things, changes in general economic and market
conditions, changes to regulations affecting the Company’s activities, and uncertainties relating to the availability and costs
of financing needed in the future. Any forward-looking statement speaks only as at the date on which it is made and, except
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as may be required by applicable securities laws, the Company disclaims any intent or obligation to update any forwardlooking statement, whether as a result of new information, future events or results or otherwise. Although the Company
believes that the assumptions inherent in the forward-looking statements are reasonable, forward looking statements are
not guarantees of future performance and, accordingly, undue reliance should not be put on such statements due to the
inherent uncertainty therein.
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Outlook
In addition to other sections of the Company’s report, this section contains forward-looking information and actual
outcomes may differ materially from those expressed or implied therein. For more information, see the section titled
“Forward- Looking Information” in this MD&A.
Empire Industries Ltd. plans to spin out the Tornado hydrovac truck business into its own public company named Tornado
Global Hydrovacs Ltd. at the end of June 2016. With a Chinese investor injecting $10 million of cash into the spinout
company, its exciting and invigorated strategy will start immediately and open up growth and profit opportunities in new
geographic markets. This spin out gives the hydrovac business the access to capital and management focus required to
execute its strategy.
Although management believes the medium and long term outlook for Tornado is positive, they recognize that 2016 will be
a transition year for the Company. As such, the results in 2016 will be effected by the following:
•

Over the past two years, the Company has been challenged to respond to the negative affect that the significant
reduction in oil and gas prices has had on reducing capital expenditures in Western Canada, especially in the oil
sands market. The Company has increased its emphasis on the US market and the municipal market to offset the
adverse conditions in the western Canada industrial market. However, the Company’s North American operating
performance in 2016 is expected to be impacted negatively compared to 2015 if these efforts do not bear
immediate results.

•

Earnings from the Chinese venture will take time to develop, and as such, any revenues associated with the
Chinese venture may not be sufficient to offset the startup costs that will be incurred in 2016.

Non-IFRS Methods
In this MD&A, the Company uses two financial management metrics that are not in accordance with IFRS “Adjusted
earnings (loss) before interest, tax, depreciation and amortization (Adjusted EBITDA)” and “Adjusted Gross Margin”.
Because these terms are not defined by IFRS they cannot be formally presented in the consolidated financial statements.
The definition of Adjusted EBITDA does not take into account the Company’s share of profit of an associate investment,
gains and losses on the disposal of assets, fair value changes in foreign currency forward contracts and non-cash
components of stock based compensation. Adjusted EBIT is the result of the Company’s Adjusted EBITDA less depreciation
and amortization expenses. The Adjusted Gross Margin metric is the result of revenues less cost of sales, excluding
depreciation of property, plant and equipment. It should be noted that the Company’s definition of Adjusted EBITDA,
Adjusted EBIT and Adjusted Gross Margin may differ from those definitions used by other companies.
While not IFRS measures, Adjusted EBITDA, Adjusted EBIT and Adjusted Gross Margin are used by management, creditors,
analysts, investors and other financial stakeholders to assess the Company’s performance and management from a financial
and operational perspective.
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Reconciliation of Profit (loss) to Adjusted EBITDA
Periods ended December 31

Twelve months ended
2015

2014

Variance

2015

2014

Variance

$

$

$

$

$

$

(1,200)

2,394

(3,594)

(375)

364

(739)

328
27
720
(125)

242
51
720
3,407

86
(24)
(3,532)

194
6
180
5

53
12
180
609

141
(6)
(604)

($000’s, except for per share amounts)
Profit (loss) – continuing operations before
taxes
Add: Depreciation and amortization
Add: Finance costs
Add: Management fees
Adjusted EBITDA – continuing operations

Quarter ended

Calculation of Adjusted EBIT
Periods ended December 31
($000’s, except for percentages)
Adjusted EBITDA
Less: Depreciation and amortization
Adjusted EBIT
% of revenue

Twelve months ended

Quarter ended

2015

2014

Variance

2015

2014

Variance

$

$

$

$

$

$

(125)
(328)
(453)
(2.2%)

3,407
(242)
3,165
8.9%

(3,532)
86
(3,618)
11%

609
(53)
556
5.9%

(604)
(141)
(745)
(9.4%)

5
(194)
(189)
(3.5%)

Calculation of Adjusted Gross Margin
Periods ended December 31
($000’s, except for percentages)
Revenues
Cost of sales excluding depreciation and
amortization
Adjusted gross margin
% of revenue

Twelve months ended

Quarter ended

2015

2014

Variance

2015

2014

Variance

$

$

$

$

$

$

20,178

35,674

(15,496)

5,152

9,398

(4,246)

(17,941)
2,237
11.09%

(29,576)
6,098
17.09%

11,635
(3,861)
(6.00%)

(4,676)
476
9.2%

(8,040)
1,358
14.4%

3,364
(882)
(5.2%)

Management’s Discussion & Analysis
For the 3 and 12 month periods ending December 31, 2015

Page 11
C-SD-22

APPENDIX C - SCHEDULE E
TORNADO BOARD MANDATE

{01703692-6}

TORNADO GLOBAL HYDROVACS LTD.
BOARD OF DIRECTORS MANDATE

MAJOR GOALS
The major goals and responsibilities of the board of directors (the “Board”) of Tornado Global Hydrovacs Ltd. (the
“Corporation”) are to:
(a)

oversee the management of the business and affairs of the Corporation;

(b)

establish policy direction and the fundamental objectives of the Corporation;

(c)

protect and enhance the assets of the owners of the Corporation and to look after their interests in
general; and

(d)

ensure continuity in the governance of the Corporation.

MAJOR DUTIES
1.

Determine and control in broad terms the purposes, goals, activities, and general characteristics of the
Corporation. These duties range from establishing objectives, scope of operations, fundamental strategies
and policies and key strategic initiatives down to approving annual budgets, long-range plans, major capital
investments, mergers and acquisitions, issuance of stock options and stock, and other specific actions that
are likely to have a substantial effect on the Corporation or that the Board is legally required to take. Dayto-day operation of the Corporation’s business is, generally speaking, the responsibility of management.

2.

Appoint a Chief Executive Officer and other senior officers, define their respective duties, monitor and
evaluate their performance, provide for adequate succession, and replace the Chief Executive Officer or
other officers when appropriate.

3.

Identify the principal risks of the Corporation’s business and ensure the implementation of appropriate
systems to manage these risks.

4.

Oversee corporate financial operations, including:

5.

(a)

debt and equity financings;

(b)

selection of outside auditors for approval by the shareholders; and

(c)

appoint an audit committee, oversee the activities of the audit committee and receive and consider
the recommendations of the audit committee with respect to the financial statements of the
Corporation and related disclosures, reports to shareholders and other related communications,
establishment of appropriate financial policies and integrity of accounting systems and internal
controls.

Set policies related to, and assist management in its relations and sensitive communications with:
(a)

shareholders;

(b)

the investing public;

(c)

governments and regulatory agencies;
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(d)

employees;

(e)

the financial community;

(f)

communities in which the Corporation operates; and

(g)

appoint a corporate governance committee, oversee the activities of the corporate governance
committee and receive and consider the recommendations of the corporate governance committee.

6.

Require the Corporation to comply with appropriate laws and regulations.

7.

Manage Board operations:
(a)

fix the size of the Board and, subject to the approval of the shareholders, determine its
membership;

(b)

appoint a Chairman, appropriate committees including, an audit committee, reserves, environment,
health and safety committee, compensation and corporate governance committee, and committee
chairmen;

(c)

define the duties of the Chairman and the committees;

(d)

be responsible, through the compensation corporate governance committee, for developing the
Corporation’s approach to governance issues generally, including its response to any applicable
governance guidelines;

(e)

formulate, through the corporate governance committee, rules and guidelines governing and
regulating the affairs of the Board such as tenure, retirement and compensation of directors;

(f)

ensure that the information needs of the members of the Board are being met; and

(g)

assess any actual, apparent or perceived conflicts arising as a result of any individual business
interests of directors.

ROLE AND RESPONSIBILITIES OF THE CHIEF EXECUTIVE OFFICER, CHAIRMAN OF THE
BOARD
Chairman of the Board
The Chairman of the Board shall have, among others, the following responsibilities:
(a)

in conjunction with the Chief Executive Officer, planning the meetings of the Board, establishing
the agenda of these meetings, and coordinating the activities of the Corporate Secretary as regards
the affairs of the Board and its committees;

(b)

chairing all of the meetings of the Board, ensuring the proper and efficient conduct thereof,
ensuring that all members are able to express their opinions on the topics being discussed and
making sure that the decisions made by the Board are clear;

(c)

ensuring that all strategically important issues are communicated to the Board for approval and
that the Board receives the information, reports, documents it needs to allow its members to
assume their role fully;

(d)

following up on the implementation of decisions made by the Board;
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(e)

ensuring that all policies of the Board relating to compliance with regulations as well as ethics and
conduct standards are communicated to all interested parties;

(f)

receiving any complaint respecting breaches of the code of ethics on the part of the independent
directors and bringing these to the attention of the Board in order that the matter may be dealt with
appropriately; and

(g)

ensuring that the Board and each of its committees respect their respective mandates (or charters).

Chief Executive Officer
The Chief Executive Officer shall have, among others, the following responsibilities:
(a)

in conjunction with the Chairman, planning the meetings of the Board and establishing the agenda
of the meetings;

(b)

supervising the management team and employees of the Corporation;

(c)

in collaboration with the management team, preparing strategic plans and budgets, financial
statements and any other information respecting the affairs of the Corporation that must
periodically be submitted to the Board for approval or verification;

(d)

ensuring the daily management and execution of the strategic plan of the Corporation as well as
implementing the decisions, guidelines and policies of the Board;

(e)

ensuring the efficient use of resources available to the Corporation to reach its strategic objectives,
including its objectives in terms of growth and short- and long-term profitability;

(f)

representing the Corporation before the principal interested parties: employees, shareholders,
financial world, governments and general public; and

(g)

receiving any complaint respecting breaches of the code of ethics on the part of the officers and
employees and bringing these to the attention of the Board in order that the matter may be dealt
with appropriately.

Committee Chairs
Every chair of a Board committee shall have, among others, the following responsibilities:
(a)

planning committee meetings, establishing the agenda of these meetings and coordinating the
activities of the Corporate Secretary as regards the affairs of the committee; and

(b)

chairing all of the meetings of the committee, ensuring the proper and efficient conduct hereof,
ensuring that all members are able to express their opinions on the topics being discussed and
making sure that the decisions or recommendations made by the committee are clear.

The chair of a committee shall report to the Board in matters relating to his mandate and to the work of his
committee.
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APPENDIX C - SCHEDULE F
TORNADO AUDIT COMMITTEE CHARTER

{01703692-6}

TORNADO GLOBAL HYDROVACS LTD.
AUDIT COMMITTEE CHARTER

OVERALL ROLE AND RESPONSIBILITY
The primary role and responsibilities of the Audit Committee shall be to:
(a)

assist the board of directors (the “Board”) of Tornado Global Hydrovacs Ltd. (the
“Corporation”) in its oversight role with respect to:
(i)

the quality and integrity of financial reporting and information;

(ii)

the independent auditor's performance, qualifications and independence; and

(iii)

the Corporation's compliance with legal and regulatory requirements;

(b)

prepare such reports of the Audit Committee required to be included in any documents in
accordance with applicable laws or the rules of applicable securities regulatory authorities;

(c)

assess the processes related to the determination and mitigation of risks and the maintenance of an
effective control environment; and

(d)

strengthen the role of the outside directors by facilitating in depth discussions between the
directors on the Audit Committee, management and independent auditors.

MEMBERSHIP AND MEETINGS
The Audit Committee shall consist of three or more directors of the Corporation appointed by the Board, all of
whom in the opinion of the Board shall, whenever practicable, be independent and unrelated to the Corporation and
as such shall not be officers (other than a non-executive Chairman or Corporate Secretary who is not an employee of
the Corporation) or employees of or have a meaningful business relationship with the Corporation or any of the
Corporation's affiliates or be an immediate family member of any of the foregoing. Each of the members of the
Audit Committee shall satisfy the applicable independence and financial literacy requirements of the laws governing
the Corporation, the applicable stock exchanges on which the Corporation's securities are listed and applicable
securities regulatory authorities.
The Board shall designate one member of the Audit Committee as the Committee Chair. Each member of the Audit
Committee shall be financially literate as such qualification is interpreted by the Board in its business judgment.
Any members of the Audit Committee may be removed or replaced at any time by the Board and will cease to be a
member of the Audit Committee as soon as such member ceases to be a director. The Board may fill vacancies on
the Audit Committee by appointment from among its members. If and whenever a vacancy exists on the Audit
Committee, the remaining members may exercise all its powers so long as a quorum remains. Subject to the
foregoing, following the appointment as a member of the Audit Committee, each member will hold such office until
the Audit Committee is reconstituted.
STRUCTURE AND OPERATIONS
The affirmative vote of a majority of the members of the Audit Committee participating in any meeting of the Audit
Committee is necessary for the adoption of any resolution. In case of an equality of votes, the Chairman of the
meeting shall be entitled to a second or casting vote.
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The Chair will preside at all meetings of the Audit Committee, unless the Chair is not present, in which case the
members of the Audit Committee that are present will designate from among such members the Chair for the
purposes of the meeting.
The Audit Committee shall meet as often as it determines, but not less frequently than quarterly. A quorum for
meetings of the Audit Committee will be a majority of its members and the rules for calling, holding, conducting
and adjourning meetings of the Audit Committee will be the same as those governing the Board unless otherwise
determined by the Audit Committee or the Board.
The Chief Financial Officer will attend meetings of the Audit Committee where matters relating to the functions of
the Audit Committee are dealt with, unless otherwise excused from all or part of any such meeting by the Chairman.
The Audit Committee may invite such officers, directors and employees of the Corporation as it sees fit from time to
time to attend at meetings of the Audit Committee and assist in the discussion and consideration of the matters being
considered by the Audit Committee.
The Audit Committee will meet with the external auditor at least once per year (in connection with the preparation
of the year-end planning and the delivery of their report on the financial statements) and at such other times as the
external auditor and the Audit Committee consider appropriate. The Audit Committee is expected to establish and
maintain free and open communication with management and the independent auditor and shall periodically meet
separately with each of them.
Agendas, approved by the Chairman, will be circulated to the Audit Committee members along with background
information on a timely basis prior to the Audit Committee meetings. Minutes of all meetings of the Audit
Committee will be taken. The minutes of the Audit Committee will be recorded and maintained and the Audit
Committee shall report to the Board on its activities after each of its meetings, at which time minutes of the prior
Audit Committee meeting shall be available for the Board.
Any issues arising from these meetings that bear on the relationship between the Board and management should be
communicated to the Chairman of the Board by the Audit Committee Chair.
SPECIFIC DUTIES
Oversight of the Independent Auditor
(a)

Make recommendations to the Board for the appointment and replacement of the Corporation’s
independent auditor.

(b)

Responsibility for the compensation and oversight of the work of the independent auditor
(including resolution of disagreements between management and the independent auditor
regarding financial reporting) for the purpose of preparing or issuing an audit report or related
work. The independent auditor shall report directly to the Audit Committee.

(c)

Authority to pre-approve all audit services and permitted non-audit services to be performed by
the Corporation’s independent auditor.

(d)

Evaluate the qualifications, performance and independence of the independent auditor, including
(i) reviewing and evaluating the lead partner on the independent auditor's engagement with the
Corporation, and (ii) considering whether the auditor's quality controls are adequate and the
provision of permitted non-audit services is compatible with maintaining the auditor's
independence.

(e)

Obtain and review any of the independent auditor’s reports to be included in any documents as
required by the laws governing the Corporation, the applicable stock exchanges on which the
Corporation's securities are listed and applicable securities regulatory authorities.
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(f)

Ensure the rotation of the lead (or coordinating) audit partner having primary responsibility for the
audit and the audit partner responsible for reviewing the audit, as required by law (currently at
least every 5 years).

(g)

When there is to be a change in the auditor, review all issues relating to the change including any
reportable events, and all information to be included in the required notice to securities regulators
of such change.

Financial Reporting
(a)

Review and discuss with management and the independent auditor, as applicable:
(i)

prior to the annual audit the scope, planning and staffing of the annual audit,

(ii)

the annual audited financial statements,

(iii)

the Corporation’s annual and quarterly disclosures made in management’s discussion and
analysis,

(iv)

if applicable, approve any reports for inclusion in the Corporation’s Annual Report, as
required by applicable legislation,

(v)

the Corporation’s quarterly financial statements, including the results of the independent
auditor's review of the quarterly financial statements and any matters required to be
communicated by the independent auditor under applicable review standards,

(vi)

the Corporation’s depletion, depreciation and amortization expenses detailed by the
Corporation's cash generating units;

(vii)

the Corporation’s general and administrative expenses on an uncapitalized basis,
including an overview of how the Corporation's general and administrative expenses
compares to the Corporation's annual and quarterly budgets;

(viii)

the Corporation’s existing tax pools by category;

(ix)

significant accruals, reserves or other estimates, such as the ceiling test calculation;

(x)

accounting treatment of unusual or non-recurring transactions;

(xi)

compliance with covenants under loan agreements;

(xii)

disclosure requirements for commitments and contingencies;

(xiii)

adjustments raised by the external auditors, whether or not included in the financial
statements;

(xiv)

significant variances with comparative reporting periods;

(xv)

significant financial reporting issues and judgments made in connection with the
preparation of the Corporation's financial statements;

(xvi)

any significant changes in the Corporation's selection or application of accounting
principles;
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(xvii)

any major issues as to the adequacy of the Corporation's internal controls and any special
steps adopted in light of material control deficiencies, and

(xviii)

other material written communications between the independent auditor and
management, such as any management letter or schedule of unadjusted differences.

(b)

Discuss with the independent auditor matters relating to the conduct of the audit, including any
difficulties encountered in the course of the audit work, any restrictions on the scope of activities
or access to requested information and any significant disagreements with management.

(c)

Review the financial statements, prospectuses, management’s discussion and analysis, annual
information form and all public disclosure containing audited or unaudited financial information
(including, without limitation, annual and interim press releases and any other press releases
disclosing earnings or financial results) before release and prior to Board approval. The Audit
Committee must be satisfied that adequate procedures are in place for the review of the
Corporation’s disclosure of all other financial information. The Audit Committee and will
periodically access the accuracy of those procedures.

(d)

Providing it has a quorum, the Audit Committee will approve the Corporation’s unaudited
quarterly financial statements and Management’s Discussion and Analysis. In the event the Audit
Committee does not have a quorum, the Board shall approve the Corporation’s unaudited financial
statements and Management’s Discussion and Analysis. All audited financial statements must be
approved by the Board, subsequent to review and recommendation for approval by the Audit
Committee.

(e)

Conduct an investigation sufficient to provide reasonable grounds for believing that the financial
statements, management’s discussion and analysis and any public disclosure documents
containing financial information are complete in all material respects and consistent with the
information known to Audit Committee members, and assess whether the financial statements
reflect appropriate accounting principles.

Risk Assessment and Risk Management
(a)

Discuss with Corporation management guidelines and policies governing the risk assessment and
risk management processes.

(b)

Review with Corporation’s management and the independent auditors, significant risks and
exposures, including management's plans and processes to minimize these risks, such as insurance
coverage.

(c)

Evaluate whether Corporation’s management is adequately communicating the importance of
internal control to all relevant personnel.

(d)

Review with the Corporation’s Chief Executive Officer and Chief Financial Officer, the
Corporation’s disclosure controls and procedures.

(e)

Review with the Corporation’s Chief Executive Officer and Chief Financial Officer, the
Corporation’s cash management policy.

(f)

Periodically privately consult with the independent auditor about internal controls and the
completeness and accuracy of the Corporation’s financial statements.

(g)

Review with the Corporation’s Chief Executive Officer and Chief Financial Officer, the
Corporation’s internal control over financial reporting including: (i) any material weaknesses to
such controls; (ii) the impact of the material weaknesses, if any, on the issues financial reporting
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and internal controls; and (iii) the proposed actions to be taken by the Corporation to remedy the
material weaknesses.
(h)

Review whether any internal control recommendations made by the independent auditor are being
implemented by the Corporation’s management and, if not, why not.

Other Responsibilities
(a)

Periodically, as the Audit Committee deems appropriate:
(i)

review the Chief Executive Officer’s expenses and perquisites; and

(ii)

may review all consulting fees paid by the Corporation where such fees exceed $50,000
annually.

(b)

Institute special investigations, if necessary, and hire special counsel or experts to assist, if
appropriate.

(c)

Establish, and review periodically, as the Audit Committee deems appropriate, a procedure for:
(i)

the receipt, retention, and treatment of complaints received by the Corporation regarding
accounting, internal accounting controls, or auditing matters; and

(ii)

the confidential, anonymous submission by employees of the Corporation regarding
questionable accounting or auditing matters and resolution of such concerns, if any.

(d)

To comply with the procedure above, the Audit Committee shall ensure that the Corporation
advises all employees, by way of a written code of business conduct and ethics (the “Code of
Ethics”), that any employee who reasonably believes that questionable accounting, internal
accounting controls, or auditing matters have been employed by the Corporation or their external
auditors is strongly encouraged to report such concerns by way of communication directly to the
Chair of the Audit Committee of the Corporation.

(e)

Review with the Board, any issues that arise with respect to the quality or integrity of the
Corporation’s financial statements, the Corporation’s compliance with legal or regulatory
requirements and the performance and independence of the Corporation’s independent auditors.

(f)

Establish and recommend to the Board, policies regarding whistleblowing, privacy, confidentiality
of information, employee trading, insider trading and reporting and the Code of Ethics.

(g)

Perform other oversight functions as requested by the Board.

AUDIT COMMITTEE'S ROLE
The Audit Committee has the oversight role set out in this Charter. The Audit Committee shall review and assess
the adequacy of this Charter periodically and, where necessary, will recommend changes to the Board for its
approval.
Management, the Board, the independent auditor and the internal auditor (if any) all play important roles in respect
of compliance and the preparation and presentation of financial information. Management is responsible for
compliance and the preparation of financial statements and periodic reports. Management is responsible for
ensuring the Corporation’s financial statements and disclosures are complete, accurate, in accordance with generally
accepted accounting principles and applicable laws. The Board in its oversight role is responsible for ensuring that
management fulfills its responsibilities. The independent auditor, following the completion of its annual audit,
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opines on the presentation, in all material respects, of the financial position and results of operations of the
Corporation in accordance with Canadian generally accepted accounting principles.
FUNDING FOR THE INDEPENDENT AUDITOR AND RETENTION OF OTHER INDEPENDENT
ADVISORS
The Corporation shall provide for appropriate funding, as determined by the Audit Committee, for payment of
compensation to the independent auditor for the purpose of issuing an audit report and to any advisors retained by
the Audit Committee. The Audit Committee shall also have the authority to retain such other independent advisors
as it may from time to time deem necessary or advisable for its purposes and the payment of compensation therefor
shall also be funded by the Corporation.
APPROVAL OF AUDIT AND PERMITTED NON-AUDIT SERVICES PROVIDED BY EXTERNAL
AUDITORS
Over the course of any year there will be two approvals that will be provided.
(a)

The first is the annual Audit Committee approval of the audit engagement and identifiable
permitted non-audit services for the coming year.

(b)

The second is in-year Audit Committee pre-approvals of proposed audit and permitted non-audit
services as they arise. Any proposed audit and permitted non-audit services to be provided by an
external auditor to the Corporation or its subsidiaries must receive prior approval from the Audit
Committee, in accordance with this protocol.

The Chief Financial Officer shall act as the primary contact to receive and assess any proposed engagements from
an external auditor.
Following receipt and initial review for eligibility by the primary contact, a proposal would then be forwarded to the
Audit Committee for review and confirmation that a proposed engagement is permitted.
In the majority of such instances, proposals may be received and considered by the Chair of the Audit Committee
(or such other member of the Audit Committee who may be delegated authority to approve audit and permitted nonaudit services), for approval of the proposal on behalf of the Audit Committee. The Audit Committee Chair will
then inform the Audit Committee of any approvals granted at the next scheduled meeting.
PROCEDURE GOVERNING ERRORS OR MISSTATEMENTS IN FINANCIAL STATEMENTS
In the event a director or an officer of the Corporation has reason to believe, after discussion with management, that
a material error or misstatement exists in financial statements of the Corporation, that director or officer shall
forthwith notify the Audit Committee and the auditor of the error or misstatement of which the director or officer
becomes aware in a financial statement that the auditor or a former auditor has reported on.
If the auditor or a former auditor of the Corporation is notified or becomes aware of an error or misstatement in a
financial statement on which the auditor or former auditor has reported, and if in the auditor’s or former auditor's
opinion the error or misstatement is material, the auditor or former auditor shall inform each director accordingly.
When the Audit Committee or the Board is made aware of an error or misstatement in a financial statement, the
Board shall prepare and issue revised financial statements or otherwise inform the shareholders of the Corporation
and file such revised financial statements, as required.
LIMITATION ON AUDIT COMMITTEE MEMBERS' DUTIES
Nothing in this Charter is intended, or may be construed, to impose on any member of the Audit Committee a
standard of care or diligence that is in any way more onerous or extensive than the standard required by law.
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APPENDIX C - SCHEDULE G
TORNADO OPTION PLAN

{01703692-6}

TORNADO GLOBAL HYDROVACS LTD.
STOCK OPTION PLAN
1.

INTERPRETATION

In this Plan (including this clause), unless there is something in the subject or context inconsistent therewith, words
importing the singular number includes the plural and vice versa, words importing the masculine gender includes the
feminine and neuter genders and the expressions following have the following meanings, respectively:
(a)

“Associate” has the meaning ascribed thereto in the Securities Act;

(b)

“Board” means the Board of Directors of the Corporation;

(c)

“Committee” means a committee of Directors appointed by the Board as contemplated by
Clause 3 hereof;

(d)

“Common Share” means a voting Class “A” Common Share in the capital stock of the
Corporation as constituted at April 27, 2016, and, after any adjustments pursuant to Clause 7
hereof, means the shares or other securities or property which, as a result of such adjustments and
all prior adjustments pursuant to Clause 7, the holders of Options are then entitled to receive on
the exercise thereof;

(e)

“Consultant” means an individual or company other than an employee or a director of the
Corporation that is engaged to provide on an ongoing basis consulting, technical or management
or other services to the Corporation under a written contract and spends a significant amount of
time and attention on the affairs of the Corporation such that they are knowledgeable about the
business and affairs of the Corporation;

(f)

“Corporation” means Tornado Global Hydrovacs Ltd. and any successor or continuing
corporation resulting from any form of corporate reorganization;

(g)

“Early Termination Date” means, in respect of any Option, 5:00 p.m. (Calgary time) on the date
that an Option terminates prior to the Normal Expiry Date;

(h)

“Expiry Date” means the Normal Expiry Date or the Early Termination Date, as the case may be;

(i)

“Insider” has the meaning ascribed thereto in the Securities Act;

(j)

“Market Price” at any date and in respect of an Option, means:
(i)

where the Common Shares are not listed and posted for trading on a stock exchange, the
value conclusively determined by the Board or Committee, as the case may be, on the
Option Date; or

(ii)

where the Common Shares are listed and posted for trading on a stock exchange, either:
(A)

the closing price of the Common Shares on the principal stock exchange on
which they are traded on the last business day preceding the Option Date; or

(B)

if the Common Shares did not trade on the last business day preceding the
Option Date, the average of the bid and ask prices in respect of the Common
Shares at the close of trading on such date on the principal stock exchange on
which the Common Shares are listed and posted for trading;
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2.

(k)

“Normal Expiry Date” means, in respect of any Option, 5:00 p.m. (Calgary time) on the date
determined by the Corporation and specified in the particular Option Agreement on which the
Option would normally terminate, which date may not be later than five years after the Option
Date;

(l)

“Option” means a right to purchase Common Shares pursuant to the Plan and an Option
Agreement;

(m)

“Option Agreement” means an agreement entered into between the Corporation and a Participant
pursuant to which an Option is granted to a Participant and which contains such provisions not
inconsistent with the Plan as the Board or the Committee may determine;

(n)

“Option Date” means the date on which an Option is granted by the Corporation to a Participant
which for greater certainty is the date on which the grant of the Option is approved by the Board
or the Committee, as the case may be;

(o)

“Option Shares” means the Common Shares which a Participant is entitled to purchase under an
Option whether or not the rights to purchase all such Common Shares have vested in and to the
Optionee;

(p)

“Optionee” means a Participant who has entered into an Option Agreement with the Corporation;

(q)

“Participant” means, on any date, a person who is at least one of the following:
(i)

a person who is bona fide regularly employed by the Corporation or one of its
subsidiaries on that date;

(ii)

an officer of the Corporation or one of its subsidiaries on that date;

(iii)

a director of the Corporation or one of its subsidiaries on that date;

(iv)

a bona fide consultant or advisor to the Corporation or one of its subsidiaries on that date;
or

(v)

to a corporation, the shares of which are wholly owned by a person described in
subclause (i), (ii), (iii) or (iv);

(r)

“Plan” means the Corporation’s “Stock Option Plan” embodied herein, as from time to time
amended;

(s)

“Purchase Price” means the purchase price of Option Shares under an Option Agreement
determined as provided in subclause 6(b) of this Plan; and

(t)

“Securities Act” means the Securities Act (Alberta), as amended.

PURPOSE OF THE PLAN

The purpose of the Plan is to develop the interest of Optionees in the growth and development of the Corporation by
providing such persons with the incentive and opportunity to acquire an increased proprietary interest in the
Corporation and to better enable the Corporation and its subsidiaries to attract and retain persons of desired
experience and ability.
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3.

ADMINISTRATION, PARTICIPANTS AND ALLOTMENTS
(a)

The Board will administer the Plan. The Board may at any time or from time to time delegate to a
Committee the responsibility for administering the Plan or elements thereof. The Board, or the
Committee if so empowered, will determine from time to time those Participants to whom Options
should be granted, the Normal Expiry Date, the number of Common Shares which should be
optioned from time to time to any Participant, the Purchase Price and such other terms and
conditions of the Option Agreement, not inconsistent with the Plan, as the Board or the Committee
in its discretion may determine. The Board or the Committee may prescribe rules and regulations
relating to the Plan and any Options granted hereunder and may approve the form and content and
prescribe the use of such forms of applications, directions, powers of attorney, and other
documents or instruments, either generally or in specific cases, as may be deemed necessary or
advisable, for the grant or issuance of Options under the Plan and for the proper administration
and operation of the Plan. The Board or the Committee will review the Plan from time to time
with a view to making revisions to it, granting additional Options and, in the case of the
Committee, making appropriate recommendations to the Board. Nothing contained in the Plan or
in any resolution adopted or to be adopted by the Board or by the Committee constitutes an Option
hereunder. An Option granted by the Board or the Committee to a Participant pursuant to the Plan
is subject to, and is of no force and effect until, the execution and delivery of, an Option
Agreement by both the Corporation and such Participant.

(b)

The Corporation is responsible for all costs of administration of the Plan.

(c)

The implementation of the Plan, the grant or exercise of any Options pursuant to the Plan and,
from time to time, the operation and administration of the Plan is subject to receipt by the
Corporation of all necessary approvals, advance rulings, exemptions or registrations required or
deemed advisable under applicable law or regulatory policy including without limiting the
generality of the foregoing, all necessary approvals or registrations required by any and all stock
exchanges upon which the Common Shares are listed and posted for trading.

(d)

The Board or the Committee, as the case may be, may at any time and subject to regulatory
approvals:
(i)

discontinue or terminate the Plan; or

(ii)

amend or revise the terms and conditions of the Plan and any outstanding Options granted
under the Plan,

provided that no such action adversely affects any Options previously granted under the Plan or
the rights of Optionees in respect of those Options without the prior written consent or agreement
of those Optionees. Disinterested shareholder approval will be obtained for any reductions in the
exercise price of Options held by Insiders.
4.

COMMON SHARES SUBJECT TO PLAN
(a)

The Corporation reserves for issuance that number of Common Shares equal to 10% of the
Corporation’s outstanding Common Shares from time to time, for the purposes of issuance
pursuant to the exercise of outstanding Options granted to the Participants pursuant to the Plan. In
no event may the number of Option Shares issued under the Plan exceed the total number of
Common Shares reserved for issuance hereunder.

(b)

The number of Option Shares that may be reserved for allotment to any one Participant pursuant
to Options in any 12 month period must not exceed 5% of the issued and outstanding Common
Shares.
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(c)

The number of Option Shares that may be reserved for allotment to any one consultant of the
Corporation (or any of its subsidiaries) pursuant to Options in any 12 month period must not
exceed 2% of the issued and outstanding Common Shares.

(d)

The number of Option Shares that may be reserved for allotment to any one person employed to
provide investor relations activities pursuant to Options in any 12 month period must not exceed
2% of the issued and outstanding Common Shares. Options granted to consultants performing
investor relations activities will contain vesting provisions such that vesting occurs over at least
12 months with no more than ¼ of the Options vesting in any 3 month period and a condition that
such Options will expire 30 days after the Optionee ceases to be employed to provide investor
relations activities.

For the purposes hereof, the number of issued and outstanding Common Shares is determined as the number of
Common Shares that are issued and outstanding immediately prior to a proposed grant of Options excluding
Common Shares issued pursuant to share compensation arrangements during the preceding one-year period.
5.

PARTICIPATION VOLUNTARY

Participation in the Plan by a Participant is entirely voluntary and does not affect the Participant’s employment or
continued retainer by, or other engagement with, the Corporation or its subsidiaries. None of the Plan or any
Options granted under the Plan of itself gives any Participant the right to continue to be an employee, officer,
director or consultant of the Corporation or any subsidiary thereof. None of the terms and conditions governing the
Option are affected by any change in the Optionee’s employment by or engagement with the Corporation so long as
the Optionee continues to be a Participant.
6.

CERTAIN TERMS OF OPTION AGREEMENTS

In order to constitute a valid Option granted under this Plan, the Optionee and the Corporation must enter into an
Option Agreement in the form acceptable to the Board or the Committee, as the case may be.
An Option Agreement may, in respect of any Option, specify a number or percentage of Option Shares that the
Participant may exercise in any specified period, year or number of years. In addition, Option Agreements are
deemed to contain the following provisions with respect to the exercise of Options under the Plan:
(a)

An Option under the Plan is only exercisable for a minimum of 100 Common Shares at any one
time.

(b)

The Purchase Price must not be less than the Market Price subject always to the discount from the
Market Price allowed under the policies, rules or by-laws of the applicable stock exchange(s) on
which the Common Shares are listed and posted for trading, which discount is to be considered in
setting the Purchase Price wholly at the discretion of the Board or Committee, as the case may be,
and upon exercise of the Option must be paid in full in respect of those Option Shares being
acquired in Canadian funds by cash, certified cheque or bank draft payable to or to the order of the
Corporation at the time of exercise.

(c)

Each Option terminates on its Normal Expiry Date but subject always to the provisions of
subclause 6(d) of this Plan.

(d)

If, after the Option Date and on or before the exercise in full of the Option or the Normal Expiry
Date, the Optionee ceases to be a Participant:
(i)

by reason of the Optionee’s permanent physical or mental disability, or death, then such
Optionee’s Option may be exercised to purchase the total number of Option Shares not
previously purchased by the Optionee whether or not the rights to purchase some or all of
those Option Shares have previously vested in and are exercisable by the Optionee as at
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the date of such ceasing to be a Participant, provided such exercise occurs at any time on
or before the earlier of the Normal Expiry Date and the date that is 90 days after the date
the Optionee ceases to be a Participant due to such permanent physical or mental
disability, or death. Thereafter, the Option and all unexercised rights to acquire Option
Shares thereunder cease and expire and are of no further force and effect. For greater
certainty but without limiting the generality of the foregoing, if the Optionee is deemed to
be an employee of the Corporation pursuant to a medical or disability plan of the
Corporation or a subsidiary thereof, the Optionee is deemed to be an employee for the
purpose of the Plan and the Option; or
(ii)

by reason of the Optionee’s office, directorship or employment or services agreement
with the Corporation terminating or ending otherwise than by reason of permanent
physical or mental disability, or death or termination with or without notice or entitlement
to a period of notice of such termination or compensation in lieu thereof, then such
Optionee’s Option may be exercised to purchase the total number of Option Shares not
previously purchased by the Optionee but only to the extent that rights to purchase
Option Shares have vested in and are exercisable by the Optionee as at the date of such
ceasing to be a Participant, provided such exercise occurs at any time on or before the
earlier of the Normal Expiry Date and the date that is 21 days after the date the Optionee
ceases to be a Participant due to the termination or ending of the Participant’s office,
directorship or employment or services agreement. Thereafter, the Option and all
unexercised rights to acquire Option Shares thereunder, whether or not such rights have
vested to and in favour of the Optionee, cease and expire and are of no further force and
effect; or

(iii)

by reason of the Optionee’s termination without notice or entitlement to a period of
notice of such termination or compensation in lieu thereof, the Optionee may exercise the
Option to purchase Option Shares not previously purchased by the Optionee but only to
the extent that rights to purchase Option Shares have vested in and are exercisable by the
Optionee as at the date of such ceasing to be a Participant, provided that such exercise
occurs at any time on or before the earlier of the Normal Expiry Date and the date that the
Optionee ceases to be a Participant. Thereafter, the Option and all unexercised rights to
acquire Option Shares thereunder, whether or not such rights have vested to and in favour
of the Optionee, cease and expire and are of no further force and effect; or

(iv)

by reason of the Optionee’s termination, and the Optionee is entitled to reasonable notice
of termination or compensation in lieu thereof, then:
(A)

(B)

the Optionee may exercise the Option to purchase Option Shares not previously
purchased by the Optionee but only to the extent that rights to purchase Option
Shares have vested in and are exercisable by the Optionee on or before the date
of such ceasing to be a Participant, provided that such exercise occurs at any
time on or before the earlier of the Normal Expiry Date and:
1)

where the Optionee is given a reasonable period of notice prior to
termination, the date the Optionee ceases to be a Participant; or

2)

where the Optionee is paid compensation in lieu of reasonable notice of
termination, the date that is 21 days after the Optionee ceases to be a
Participant; and

the Optionee is not entitled:
1)

to further time to exercise the Option during such reasonable notice
period or during such specific notice period; or
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2)

compensation in lieu thereof by way of general damages, or special
damages, whether in contract, tort or otherwise.

Thereafter, the Option and all unexercised rights to acquire Option Shares thereunder, whether or
not such rights have vested to and in favour of the Optionee, cease and expire and are of no further
force and effect.

7.

(e)

With respect to subclause 6(d)(i), the rights under the Option exercisable after the death or
disability of the Optionee, as therein specified, may be exercised by the person or persons to
whom the Optionee’s rights under the applicable Option Agreement pass by will or applicable law
or, if no such person has such right, by the deceased or disabled Optionee’s legal representatives.

(f)

If the Optionee does not continue to be a director, officer, consultant or employee of the Resulting
Issuer upon completion of the Corporation’s Qualifying Transaction (as such terms are defined in
the policies of the TSX Venture Exchange), the Options granted hereunder must be exercised by
the Optionee within the later of 12 months after completion of the Qualifying Transaction and 90
days after the Participant ceases to become a director, officer, consultant or employee of the
Resulting Issuer.

(g)

An Optionee has no rights whatsoever as a shareholder in respect of any of the Option Shares
(including any right to receive dividends or other distributions therefrom or thereon) other than in
respect of Common Shares in respect of which the Optionee has exercised his Option to purchase
thereunder, which the Optionee has actually taken up and paid for, and which have been duly
issued to the Optionee and are outstanding as fully paid and non-assessable Common Shares.

CHANGES IN STOCK

In the event:
(a)

of any change or proposed change in the Common Shares through subdivision, consolidation,
reclassification, amalgamation, merger or otherwise;

(b)

of any issuance, dividend or distribution to all or substantially all the holders of Common Shares
of any shares, securities, property or assets of the Corporation other than in the ordinary course;

(c)

that any rights are granted to holders of Common Shares to purchase Common Shares at prices
materially below fair market value; or

(d)

that as a result of any recapitalization, merger, consolidation or otherwise the Common Shares are
converted into or exchangeable for any other shares or securities;

then in any such case:
(e)

the Board will proportionately adjust the number of Option Shares available for Options, the
number of Option Shares covered by outstanding Options, the securities or other property that may
be acquired upon the exercise of an Option and the price per Option Share in such Option, or one
or more of the foregoing, to prevent substantial dilution or enlargement of the rights granted to, or
available for, Optionees/Participants; and

(f)

the Board, in its discretion, may determine that:
(i)

all or any part of the unexercised and unvested outstanding Options granted under the
Plan vest and are exercisable on a date specified by the Board and the unexercised and
unvested portion of such Options are thereupon deemed to have been vested and are
exercisable on and after the date so specified in respect of any and all Option Shares for
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which the Optionee has not exercised the Option (notwithstanding that an Option
Agreement states that those Options are exercisable only during a later period or year); or
(ii)

such Options may be exercisable for a limited period of time only and, if so, the Board
will determine such period of time,

and such determination or limitation, once made or set, is deemed to be incorporated into the
applicable Option Agreement(s).
8.

TAKEOVER BID

Notwithstanding the terms of any Option Agreement and Clause 6 of this Plan:
(i)

where an unsolicited Offer for the Common Shares is made, all unexercised and unvested
outstanding Options granted under the Plan vest and become immediately exercisable in
respect of any and all Option Shares for which the Optionee has not exercised the Option
(notwithstanding that an Option Agreement states that those Options are exercisable only
during a later period or year); or

(ii)

where an Offer for the Common Shares (other than an unsolicited Offer) is made, the
Board may by resolution and subject to regulatory approval accelerate the unmatured
portions of any outstanding Options so that any unexercised and unvested Options
granted under the Plan vest and become exercisable on such terms as the Board so
determines (notwithstanding that an Option Agreement states that those Options are
exercisable only during a later period or year).

For the purposes hereof, “Offer” means an offer made generally to the holders of the Corporation’s voting securities
in one or more jurisdictions to acquire, directly or indirectly, voting securities of the Corporation and which is in the
nature of a “takeover bid” as defined in the Securities Act and, where the Common Shares are listed and posted for
trading on a stock exchange, not exempt from the formal bid requirements of the Securities Act. For the purposes
hereof, an “unsolicited Offer” means an Offer in respect of which neither the Board nor management of the
Corporation solicited, sought out, or otherwise arranged for the offeror party to make such Offer. Any Option
remaining unexercised following the earlier of the withdrawal of such Offer and the expiry of such Offer in
accordance with its terms again becomes vested or unvested subject to the original terms of the Option Agreement
as if the Offer had not been made.
9.

SALE OF ASSETS OR CHANGE IN CONTROL

Notwithstanding the terms of any Option Agreement and Clause 6 of this Plan, if:
(a)

the Corporation sells or otherwise disposes of all or substantially of its assets; or

(b)

any person who does not hold more than 20% of the issued and outstanding Common Shares
acquires more than 20% of the outstanding Common Shares without the prior consent of the
Board, in any way other than by way of takeover bid (which circumstance is addressed in Clause 8
of this Plan),

all unexercised, unvested and outstanding Options granted under the Plan vest and are immediately exercisable in
respect of any and all Option Shares for which the Optionee has not exercised the Option (notwithstanding that an
Option Agreement states that those Options are exercisable only during a later period or year). The Board, in its
discretion, may determine whether such Options may be exercisable for a limited period of time only and, if so, the
Board will determine such period of time and such determination or limitation, once made or set, is deemed to be
incorporated into the applicable Option Agreement(s).
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10.

COMMON SHARES FULLY PAID AND NON-ASSESSABLE

All Common Shares issued upon the exercise of any Option are to be issued as fully paid and non-assessable
Common Shares.
11.

CONDITIONS OF ISSUANCE OF SHARES
(a)

If at any time the Board or Committee (as the case may be) determines, in its discretion that:
(i)

the registration or qualification of the Common Shares which are the subject of any
Option Agreement upon, or the consent or approval of, any securities exchange or any
stock exchange upon which the Common Shares are listed;

(ii)

the registration or qualification under any laws of Canada or any Province thereof or of
the United States or any state thereof or the consent or approval of any regulatory
authority thereof;

(iii)

evidence (in form and content satisfactory to the Board) of the investment intent of the
Optionee; or

(iv)

an undertaking of the Optionee as to the sale or disposition of such Option Shares that
may purchased pursuant to an Option Agreement to the effect that such Option Shares
once purchased are not to be traded by the Optionee for a specified period of time,

is necessary or desirable as a condition of the issuance of any Option Shares pursuant to any Option
Agreement, then the issuance of any Common Shares is not to be made unless and until such registration,
qualification, consent, approval, evidence or undertaking has been effected or obtained free of any
condition not acceptable to the Board or Committee.

12.

(b)

Any trade by the Optionee in any Common Shares issued to the Optionee pursuant to the Plan
including, without limiting the generality of the foregoing, any sale or disposition for valuable
consideration, and any transfer, pledge or encumbrance of any Common Shares issued to an
Optionee pursuant to the Plan, is subject to such regulatory approvals and other restrictions under
applicable securities laws and regulatory policies as may be required at the time of such trade.
Accordingly, the Corporation makes no representation as to the ability of any Optionee to trade in
such Common Shares.

(c)

The Corporation cannot assure a profit or protect the Optionee against a loss on the Common
Shares purchased under the Plan. The Corporation assumes no responsibility relating to any tax
liability of the Optionee by reason of the exercise of any Option or any subsequent trade.

ACCOUNTS AND STATEMENTS

The Corporation will maintain records indicating the number of Options granted to each Optionee and the number of
Options exercised under the Plan. Upon written request from an Optionee, the Corporation will furnish to that
Optionee a statement indicating the number of Options held on his behalf.
13.

RESTRICTION ON TRANSFER

The Options granted to an Optionee are personal and non-assignable and any rights in regard thereto cannot be
transferred or assigned except upon the death of the Optionee as provided for in the Plan.
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14.

INTERPRETATION, AMENDMENT AND DISCONTINUANCE

The Board may interpret the Plan, prescribe, amend or rescind rules and regulations relating to it, and make all other
determinations necessary or advisable for its administration. In the event of a conflict between the terms of the Plan
and an Option Agreement, the terms of the Plan prevail. The Board may from time to time alter, suspend or
discontinue the Plan provided that such alteration, suspension or discontinuance does not, except as specifically
noted in this Plan or the Option Agreement, alter or impair any Option such Optionee may have under any Option
Agreement previously executed and delivered by the Corporation and such Optionee. Any amendment to this Plan
is subject to receipt of any necessary regulatory approvals and any amendment required by applicable law or
regulatory policy to be approved by shareholders does not become effective until so approved. Subject to the
foregoing provisions of this Clause, the Board may terminate the Plan at any time and, upon such termination, any
outstanding Option remains exercisable in accordance with its terms as specified herein and in the Option
Agreement.
15.

WAIVER

No waiver by the Corporation of any term of this Plan or any breach thereof by an Optionee is effective or binding
on the Corporation unless the same is expressed in writing and any waiver so expressed does not limit or affect its
rights with respect to any other or future breach.
16.

NOTICES

The manner of giving notices to the Corporation or to an Optionee is to be specified in the Option Agreement with
such Optionee.
17.

18.

GENERAL
(a)

This Plan and each Option granted under the Plan are to be governed by and construed in
accordance with the laws of the Province of Alberta and any Option Agreement entered into
pursuant to the Plan is to be treated in all respects as an Alberta contract.

(b)

Nothing contained herein restricts or limits or is deemed to restrict or limit the rights or powers of
the Board in connection with any allotment and issuance of shares in the capital stock of the
Corporation which are not reserved for issuance hereunder.

(c)

The Plan and any Option Agreement entered into pursuant hereto enure to the benefit of and are
binding upon the Corporation, its successors and assigns. The interest of any Optionee hereunder
or under any Option Agreement is not transferable or alienable by the Optionee either by
assignment or in any other manner whatsoever and, during his lifetime, is vested only in him, but,
subject to the terms hereof and of the Option Agreement, enures to the benefit of and is binding
upon the legal personal representatives of the Optionee.

SHAREHOLDER APPROVAL AND EFFECTIVE DATE

Although this Plan is effective as and from the date hereof, each of the Option Agreements in respect of Options
granted pursuant to this Plan is to contain a restriction to the effect that, where the Common Shares are listed and
posted for trading on a stock exchange, no Common Shares are to be issued pursuant to the exercise of an Option
unless and until this Plan is approved by shareholders of the Corporation (such restriction to be removed or deemed
hereby to be of no further effect once shareholder approval is obtained). Shareholder approval will be deemed to be
received upon the completion of the Corporation’s initial public offering provided a summary of this Plan is
included in the Corporation’s prospectus related to such initial public offering.
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APPENDIX D
INTERIM ORDER

APPENDIX E
NOTICE OF ORIGINATING APPLICATION

NOTICE OF ORIGINATING APPLICATION
Action No: 1601-06128
IN THE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL CENTRE OF CALGARY
IN THE MATTER OF SECTION 193 OF THE BUSINESS CORPORATIONS ACT (ALBERTA),
R.S.A. 2000, c. B-9, AS AMENDED
AND IN THE MATTER OF A PROPOSED ARRANGEMENT INVOLVING
EMPIRE INDUSTRIES LTD., TORNADO GLOBAL HYDROVACS LTD.,
TORNADO GLOBAL HYDROVACS INC., THE HOLDERS OF COMMON SHARES
OF EMPIRE INDUSTRIERS LTD. AND THE HOLDERS OF OPTIONS TO
ACQUIRE COMMON SHARES OF EMPIRE INDUSTRIES LTD.

NOTICE OF ORIGINATING APPLICATION
NOTICE IS HEREBY GIVEN that an originating application (the “Application”) has been filed with the Court of
Queen's Bench of Alberta, Judicial Centre of Calgary (the “Court”) on behalf of Empire Industries Ltd. (“Empire”)
with respect to a proposed arrangement (the “Arrangement”) under Section 193 of the Business Corporations Act
(Alberta), R.S.A. 2000, c. B-9, as amended (the “ABCA”), involving Empire, Tornado Global Hydrovacs Ltd.
(“Tornado”), Tornado Global Hydrovacs Inc. (“Holdco”), holders of common shares of Empire and holders of
options to acquire common shares of Empire (together the “Empire Securityholders”), which Arrangement is
described in greater detail in the management information circular and proxy statement of Empire dated May 20,
2016 (the “Information Circular”), accompanying this Notice of Originating Application.
At the hearing of the Application, Empire intends to seek:
(a)

an order approving the Arrangement pursuant to the provisions of Section 193 of the ABCA;

(b)

a declaration that the terms and conditions of the Arrangement, and the procedures relating thereto, are fair,
substantively and procedurally, to the Empire Securityholders and the other persons affected;

(c)

a declaration that the Arrangement will, upon the filing of the Articles of Arrangement and the issuance of
a certificate of arrangement or amalgamation, as the case may be, pursuant to the provisions of Section 193
of the ABCA, become effective in accordance with its terms and will be binding on and after the Effective
Time, as defined in the plan of arrangement attached as Schedule A to the arrangement agreement dated
effective May 17, 2016, among Empire, Tornado and Holdco, which agreement is attached as Appendix A
to the Information Circular; and

(d)

such other and further orders, declarations and directions as the Court may deem just.

AND NOTICE IS FURTHER GIVEN that the said Application was directed to be heard before a Justice of the
Court, Calgary Courts Centre, 601-5th Street SW, Calgary, Alberta, on June 24, 2016, at 10:00 a.m. (Calgary time),
or as soon thereafter as counsel may be heard. Any Empire Securityholder or other interested party desiring to
appear and make submissions at the Application may appear at the time of the hearing in person or by
counsel for that purpose, provided such Empire Securityholder or other interested party files with the Court
and serves upon Empire on or before 5:00 p.m. (Calgary time) on June 17, 2016, a notice of intention to
appear including such Empire Securityholders’ or interested party’s address for service in the Province of
Alberta and indicating whether such Empire Securityholder or interested party intends to support or oppose
the Application or make submissions thereat, together with any evidence or materials which are to be
presented to the Court. Service on Empire is to be effected by delivery to its solicitors at the address set forth
below. If any Empire Securityholder or any other such interested party does not attend, either in person or by
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counsel, at that time, the Court may approve the Arrangement as presented, or may approve it subject to such terms
and conditions as the Court shall deem fit, without any further notice.
AND NOTICE IS FURTHER GIVEN that no further notice of the Application will be given by Empire and that in
the event the hearing of the Application is adjourned, only those persons who have appeared before the Court for the
application at the hearing shall be served with notice of the adjourned date.
AND NOTICE IS FURTHER GIVEN that the Court, by the interim order (the “Interim Order”) of the Court
dated May 19, 2016, has given directions as to the calling and holding of a special meeting of Empire
Securityholders for the purpose of such Empire Securityholders voting upon, amongst other things, a special
resolution to approve the Arrangement and has directed that registered Empire Securityholders shall have the right
to dissent with respect to the Arrangement in accordance with the provisions of Section 191 of the ABCA, as
modified or supplemented by the Interim Order.
AND NOTICE IS FURTHER GIVEN that the final order of the Court, if granted, will constitute the basis for an
exemption from the registration requirements of the United States Securities Act of 1933, as amended, pursuant to
Section 3(a)(10) thereof, with respect to the issuance of the common shares of Tornado issuable to Empire
Securityholders pursuant to the Arrangement.
AND NOTICE IS FURTHER GIVEN that a copy of the said Application and other documents in the proceedings
will be furnished to any Empire Securityholder or any other interested party requesting the same by the under
mentioned solicitors for Empire upon written request delivered to such solicitors as follows:
Carscallen LLP
Suite 1500, 407 - 2 Street SW
Calgary, Alberta T2P 2Y3
Attention: John A. Brigidear
Facsimile No.: (403) 298-8470
DATED at the City of Calgary, in the Province of Alberta, this 20th day of May, 2016.
BY ORDER OF THE BOARD OF DIRECTORS OF
EMPIRE INDUSTRIES LTD.
(signed) “Guy Nelson”
_________________________________________
Guy Nelson
Executive Chairman and Chief Executive Officer
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APPENDIX F
ARRANGEMENT RESOLUTION

APPENDIX F
ARRANGEMENT RESOLUTION
“BE IT RESOLVED, AS A SPECIAL RESOLUTION OF THE HOLDERS OF COMMON SHARES
AND THE HOLDERS OF OPTIONS OF THE CORPORATION THAT:
1. the arrangement (the “Arrangement”) under section 193 of the Business Corporations Act
(Alberta) (the “ABCA”) involving Empire Industries Ltd. (“Empire”) and its shareholders, as
more particularly described and set forth in the management information circular and proxy
statement (the “Information Circular”) of Empire accompanying the notice of this meeting, as
the Arrangement may be modified or amended in accordance with its terms, and all transactions
contemplated thereby, are hereby authorized, approved and adopted;
2. the plan of arrangement (the “Plan of Arrangement”) involving Empire, the full text of which is
set out as Schedule A to Appendix “A” to the Information Circular, as the Plan of Arrangement
may be modified or amended in accordance with its terms, is hereby authorized, approved and
adopted;
3. the arrangement agreement made as of 17th day of May, 2016 among Empire, Tornado Global
Hydrovacs Ltd. (“Tornado”) and Tornado Global Hydrovacs Inc. (the “Arrangement
Agreement”), the actions of the directors of Empire in approving the Arrangement Agreement
and the actions of the directors and officers of Empire in executing and delivering the
Arrangement Agreement and causing the performance by the Corporation of its obligations
thereunder and any amendments thereto in accordance with its terms are hereby ratified and
approved;
4. notwithstanding that this resolution has been passed (and the Plan of Arrangement adopted) by
the shareholders of Empire or that the Arrangement has been approved by the Court of Queen’s
Bench of Alberta (the “Court”), the directors of Empire are hereby authorized and empowered, at
their discretion, without further notice to or approval of the shareholders of Empire (i) to amend
the Arrangement Agreement or the Plan of Arrangement, to the extent permitted by the
Arrangement Agreement or the Plan of Arrangement and approved by the Court, and (ii) subject
to the terms of the Arrangement Agreement, not to proceed with the Arrangement;
5. any one director or officer of Empire be and is hereby authorized and directed for and on behalf
of Empire to make an application to the Court for an order approving the Arrangement and to
execute, under the corporate seal of Empire or otherwise, and to deliver to the Registrar under the
ABCA for filing articles of arrangement, a certified copy of the Final Order (as defined in the
Arrangement Agreement) and to execute and, if appropriate, deliver such other documents as are
necessary or desirable to give effect to the Arrangement and the Plan of Arrangement in
accordance with the Arrangement Agreement; and
6. any one director or officer of Empire be and is hereby authorized and directed for and on behalf
of Empire to execute or cause to be executed, under the corporate seal of Empire or otherwise,
and to deliver or cause to be delivered, all such other documents and instruments and to perform
or cause to be performed all such other acts and things as in such person’s opinion may be
necessary or desirable to give full effect to the foregoing resolutions and the matters authorized
thereby, such determination to be conclusively evidenced by the execution and delivery of such
document, agreement or instrument or the doing of any such act or thing.”
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APPENDIX G
SECTION 191 OF THE BUSINESS CORPORATIONS ACT (ALBERTA)

APPENDIX G
SECTION 191 OF THE BUSINESS CORPORATIONS ACT (ALBERTA)

Shareholder’s right to dissent
191(1) Subject to sections 192 and 242, a holder of shares of any class of a corporation may dissent
if the corporation resolves to
(a)

amend its articles under section 173 or 174 to add, change or remove any provisions
restricting or constraining the issue or transfer of shares of that class,

(b)

amend its articles under section 173 to add, change or remove any restrictions on the
business or businesses that the corporation may carry on,

(b.1)

amend its articles under section 173 to add or remove an express statement
establishing the unlimited liability of shareholders as set out in section 15.2(1),

(c)

amalgamate with another corporation, otherwise than under section 184 or 187,

(d)

be continued under the laws of another jurisdiction under section 189, or

(e)

sell, lease or exchange all or substantially all its property under section 190.

(2)

A holder of shares of any class or series of shares entitled to vote under section 176, other
than section 176(1)(a), may dissent if the corporation resolves to amend its articles in a
manner described in that section.

(3)

In addition to any other right the shareholder may have, but subject to subsection (20), a
shareholder entitled to dissent under this section and who complies with this section is
entitled to be paid by the corporation the fair value of the shares held by the shareholder in
respect of which the shareholder dissents, determined as of the close of business on the last
business day before the day on which the resolution from which the shareholder dissents was
adopted.

(4)

A dissenting shareholder may only claim under this section with respect to all the shares of a
class held by the shareholder or on behalf of any one beneficial owner and registered in the
name of the dissenting shareholder.

(5)

A dissenting shareholder shall send to the corporation a written objection to a resolution
referred to in subsection (1) or (2)
(a)

at or before any meeting of shareholders at which the resolution is to be voted on, or

(b)

if the corporation did not send notice to the shareholder of the purpose of the meeting
or of the shareholder’s right to dissent, within a reasonable time after the shareholder
learns that the resolution was adopted and of the shareholder’s right to dissent.
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(6)

An application may be made to the Court after the adoption of a resolution referred to in
subsection (1) or (2),
(a)

by the corporation, or

(b)

by a shareholder if the shareholder has sent an objection to the corporation under
subsection (5),

to fix the fair value in accordance with subsection (3) of the shares of a shareholder who
dissents under this section, or to fix the time at which a shareholder of an unlimited liability
corporation who dissents under this section ceases to become liable for any new liability, act
or default of the unlimited liability corporation.
(7)

If an application is made under subsection (6), the corporation shall, unless the Court
otherwise orders, send to each dissenting shareholder a written offer to pay the shareholder
an amount considered by the directors to be the fair value of the shares.

(8)

Unless the Court otherwise orders, an offer referred to in subsection (7) shall be sent to each
dissenting shareholder

(9)

(a)

at least 10 days before the date on which the application is returnable, if the
corporation is the applicant, or

(b)

within 10 days after the corporation is served with a copy of the application, if a
shareholder is the applicant.

Every offer made under subsection (7) shall
(a)

be made on the same terms, and

(b)

contain or be accompanied with a statement showing how the fair value was
determined.

(10)

A dissenting shareholder may make an agreement with the corporation for the purchase of the
shareholder’s shares by the corporation, in the amount of the corporation’s offer under
subsection (7) or otherwise, at any time before the Court pronounces an order fixing the fair
value of the shares.

(11)

A dissenting shareholder

(12)

(a)

is not required to give security for costs in respect of an application under subsection
(6), and

(b)

except in special circumstances must not be required to pay the costs of the
application or appraisal.

In connection with an application under subsection (6), the Court may give directions for
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(13)

(14)

(a)

joining as parties all dissenting shareholders whose shares have not been purchased
by the corporation and for the representation of dissenting shareholders who, in the
opinion of the Court, are in need of representation,

(b)

the trial of issues and interlocutory matters, including pleadings and questioning
under Part 5 of the Alberta Rules of Court,

(c)

the payment to the shareholder of all or part of the sum offered by the corporation for
the shares,

(d)

the deposit of the share certificates with the Court or with the corporation or its
transfer agent,

(e)

the appointment and payment of independent appraisers, and the procedures to be
followed by them,

(f)

the service of documents, and

(g)

the burden of proof on the parties.

On an application under subsection (6), the Court shall make an order
(a)

fixing the fair value of the shares in accordance with subsection (3) of all dissenting
shareholders who are parties to the application,

(b)

giving judgment in that amount against the corporation and in favour of each of those
dissenting shareholders,

(c)

fixing the time within which the corporation must pay that amount to a shareholder,
and

(d)

fixing the time at which a dissenting shareholder of an unlimited liability corporation
ceases to become liable for any new liability, act or default of the unlimited liability
corporation.

On
(a)

the action approved by the resolution from which the shareholder dissents becoming
effective,

(b)

the making of an agreement under subsection (10) between the corporation and the
dissenting shareholder as to the payment to be made by the corporation for the
shareholder’s shares, whether by the acceptance of the corporation’s offer under
subsection (7) or otherwise, or

(c)

the pronouncement of an order under subsection (13),

whichever first occurs, the shareholder ceases to have any rights as a shareholder other than
the right to be paid the fair value of the shareholder’s shares in the amount agreed to between
the corporation and the shareholder or in the amount of the judgment, as the case may be.
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(15)

Subsection (14)(a) does not apply to a shareholder referred to in subsection (5)(b).

(16)

Until one of the events mentioned in subsection (14) occurs,
(a)

the shareholder may withdraw the shareholder’s dissent, or

(b)

the corporation may rescind the resolution,

and in either event proceedings under this section shall be discontinued.
(17)

The Court may in its discretion allow a reasonable rate of interest on the amount payable to
each dissenting shareholder, from the date on which the shareholder ceases to have any rights
as a shareholder by reason of subsection (14) until the date of payment.

(18)

If subsection (20) applies, the corporation shall, within 10 days after
(a)

the pronouncement of an order under subsection (13), or

(b)

the making of an agreement between the shareholder and the corporation as to the
payment to be made for the shareholder’s shares,

notify each dissenting shareholder that it is unable lawfully to pay dissenting shareholders for
their shares.
(19)

Notwithstanding that a judgment has been given in favour of a dissenting shareholder under
subsection (13)(b), if subsection (20) applies, the dissenting shareholder, by written notice
delivered to the corporation within 30 days after receiving the notice under subsection (18),
may withdraw the shareholder’s notice of objection, in which case the corporation is deemed
to consent to the withdrawal and the shareholder is reinstated to the shareholder’s full rights
as a shareholder, failing which the shareholder retains a status as a claimant against the
corporation, to be paid as soon as the corporation is lawfully able to do so or, in a liquidation,
to be ranked subordinate to the rights of creditors of the corporation but in priority to its
shareholders.

(20)

A corporation shall not make a payment to a dissenting shareholder under this section if there
are reasonable grounds for believing that
(a)

the corporation is or would after the payment be unable to pay its liabilities as they
become due, or

(b)

the realizable value of the corporation’s assets would by reason of the payment be
less than the aggregate of its liabilities.
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