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Caution Regarding Forward-Looking Information 
Certain statements in this Annual Information Form may constitute forward-looking statements and 
forward looking information, within the meaning of applicable securities laws, based on the WaterFurnace 
Renewable Energy, Inc.’s current internal expectations, estimates, projections, assumptions and beliefs. 
Forward-looking statements generally can be identified by the use of forward-looking terminology such as 
“may,” “will,” “expect,” “intend,” “estimate,” “anticipate,” “plan,” “should,” “believe” or “continue” or the 
negative thereof or variations thereon or similar terminology concerning matters that are not historical 
facts. Particularly, statements regarding the Company’s operating results and economic performance, 
objectives and strategies are forward-looking statements. 

By their very nature, forward-looking statements involve numerous factors, assumptions and estimates. A 
variety of factors, many of which are beyond the control of WaterFurnace Renewable Energy, Inc., may 
cause actual results to differ materially from the expectations expressed in the forward-looking statement. 
See “Risk Factors” for a description of the principal risks to WaterFurnace Renewable Energy, Inc. These 
and other factors should be considered carefully, and readers are cautioned not to place undue reliance on 
these forward-looking statements. Although management reviews the reasonableness of its assumptions 
and estimates, unusual and unanticipated events may occur which render them inaccurate. Under such 
circumstances, future performance may differ materially from those expressed or implied by the forward-
looking statements. WaterFurnace Renewable Energy, Inc., does not undertake to update or alter any 
forward-looking information at any particular time. 

1. Incorporation 

History 

WaterFurnace Renewable Energy, Inc. (the “Company”) was incorporated under the Company Act of 
British Columbia on March 27, 1987, under the name of “Torrez Resources Ltd.” Subsequently, by 
Certificate of Amendment dated April 19, 1990, the Company changed the corporate name to “WFI 
Industries Ltd.” and modified its share capital. On August 28, 1997, the Company was continued under the 
Business Corporations Act (Ontario) and transferred its registry to the province of Ontario. On June 30, 
2000, the Company amalgamated with its Canadian subsidiary, WaterFurnace, Inc., with “WFI Industries 
Ltd.” being the successor company. The Company was continued from Ontario into the Canadian federal 
jurisdiction under the Canada Business Corporations Act on September 13, 2004. Subsequently, by 
Certificate of Amendment dated May 30, 2008, the Company changed its corporate name to 
“WaterFurnace Renewable Energy, Inc.” 

The Company’s common shares (“Common Shares”) are traded in Canadian dollars on the Toronto Stock 
Exchange (“TSX”) under the symbol “WFI.” The Company’s common shares are also traded on the TSX in 
U.S. dollars under the symbol “WFI.U.” 

The Company’s corporate office is at 9000 Conservation Way, Fort Wayne, Indiana  46809-9794 U.S.A. 

The Company’s registered office is at Scotia Plaza, 77 King Street West, Suite 400, Toronto-Dominion 
Centre, Toronto, Ontario, Canada, M5K 0A1. 

Subsidiaries 
The Company has four wholly-owned subsidiaries. 

WaterFurnace International, Inc. is a U.S. company located in Fort Wayne, Indiana and was incorporated 
on December 13, 1992, in the State of Indiana. It designs, manufactures and distributes geothermal water 
source heating and cooling systems for residential, commercial and institutional buildings. The geothermal 
units use the renewable solar energy stored just below the surface of the earth to dramatically reduce the 
energy consumed by buildings for heating, cooling and domestic hot water. 
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LoopMaster International, Inc. is also a U.S. company located in Indianapolis, Indiana, and was 
incorporated on January 17, 1992, in the State of Indiana. It installed geothermal loops for residential 
applications, did commercial conductivity testing and provided design and installation assistance on 
commercial and institutional construction projects. LoopMaster ceased operations in 2011. All geothermal 
loop installations were completed by year-end and all assets (with the exception of remaining accounts 
receivable) were liquidated by year-end. Loop installation availability has dramatically increased in recent 
years placing pressure on LoopMaster’s ability to return an adequate rate of return on deployed capital due 
to reduced margins and rising costs. The Company has redeployed LoopMaster’s design and installation 
expertise into its commercial sales channel to aid customers with loop design, applications and conductivity 
testing. 

Hyper Engineering Pty. Ltd. is an Australian company located in Wollongong, New South Wales. It was 
registered in Victoria on December 24, 2010, as Hyper WFI Pty. Ltd. It acquired assets from Binary 
Engineering Pty. Ltd. assets on January 21, 2011. Subsequently, Hyper WFI Pty. Ltd. changed its corporate 
name to “Hyper Engineering Pty. Ltd.” Hyper Engineering Pty. Ltd. designs, develops and builds devices 
that limit the inrush current that electric motors draw upon start up. By reducing inrush current, the life of 
electric motors is extended, local electric power quality is improved and light flicker is eliminated. 

WaterFurnace International Asia Pacific Pty. Ltd. is an Australian company. It was registered in Victoria 
on December 24, 2010. It assists with the Company’s international sales and global sourcing efforts. 

2. General Development of the Business 

Highlights and Activities 
The major events that have influenced the general development of the Company over the past years are as 
follows: 

2009 

The U.S. federal government passed a new stimulus package that included removing the $2,000 cap on the 
current geothermal heat pump tax credit passed in late 2008 by Congress. The current credit calls for a tax 
credit of 30% of the installed cost of an Energy Star system installed until 2016. It is expected to have a 
favorable impact on the Company’s sales through 2016. The Company has begun leveraging the new 
legislation to drive additional heat pump sales. 

The Company paid regular quarterly dividends as scheduled during the year. On June 2, the dividend was 
increased from $0.18 to $0.19 per Common Share. 

The national dealer and distributor meeting was held in San Antonio, Texas to announce a wide range of 
new products. 

Bruce Ritchey, CEO and President, retired on May 29, 2009. The Board of Directors hired Thomas 
Huntington as the Company’s new CEO and President effective May 26, 2009. 

United States Energy Secretary Chu visited the WaterFurnace headquarters. A plant tour was conducted 
followed by a round table discussion to highlight those actions that are necessary to rapidly increase the 
acceptance of geothermal technologies. 

The Company partnered with the Anthony Wayne Area Council of the Boy Scouts of America to install 
new geothermal equipment at the council’s scout camp in Northern Indiana. In addition to the equipment 
installation, the Company helped develop an education program on geothermal technology. 
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The WaterFurnace annual supplier conference was held in Fort Wayne, Indiana. Plant tours and a review of 
the engineering resources were made available to all suppliers. Awards were presented to suppliers that had 
outstanding performance. 

WaterFurnace enjoyed a record performance in sales and profitability in the fourth quarter. 

2010 

The Company paid regular quarterly dividends as scheduled during the year. On June 1, the dividend was 
increased from $0.19 to $0.22 per Common Share. 

The Versatec Ultra Series and NXW Reversible Chiller both received gold awards at the 2010 Dealer 
Design Awards. These awards are chosen by a jury of contractors, which demonstrates those who use these 
products everyday trust and choose WaterFurnace. 

In April, WaterFurnace successfully completed a year-long overhaul of its IT Infrastructure. Utilizing 
server and storage virtualization technology from VMWare and FalconStor Software and Voice Over IP 
(VoIP) technology from Cisco, WaterFurnace IT systems exceed 99.99% for uptime. This initiative 
garnered media attention from Computer World, IT World and VI Briefing.com and positioned 
WaterFurnace as a strategic innovator among small and medium sized businesses. 

In late November, the Versatec Ultra UCV was launched aimed at condominium and apartment 
installations. The UCV is continuing to help push geothermal into more densely populated areas. 

A government solutions group was created to help grow the Company’s new government/military sales 
channel. It will focus on government and military applications providing design build geothermal solutions 
featuring WaterFurnace equipment and LoopMaster services.  

The Versatec Ultra Series UMV was also launched in late November. This product, targeted for military 
housing applications, marks a great improvement in products available for military applications and in turn 
will open potential new markets. 

In early December, WaterFurnace was proud to be a part of the Gaston family dream home on ABC’s 
Extreme Makeover: Home Edition. This holiday episode marked the third time WaterFurnace geothermal 
products were chosen to be a part of the show. 

The Company’s direct to dealer network was expanded, now reaching coast-to-coast while dealers in 
existing markets were also added to achieve further penetration. In addition, the Company expanded sales 
of its GeoStar product line by offering the second brand to its residential distribution channel. 

2011 

The Company paid regular quarterly dividends as scheduled during the year. On December 1, the dividend 
was increased from $0.22 to $0.24 per Common Share. 

In Q1 2011, the Company completed its conversion to International Financial Reporting Standards (IFRS) 
from Canadian GAAP with a transition date of January 1, 2010. 

In January 2011, WaterFurnace Renewable Energy, Inc. purchased Hyper Engineering Pty. Ltd., an 
Australian company that assembles and distributes products used to reduce the in rush current on electric 
motors. Additionally, the Company founded WaterFurnace Australia Pacific Pty. Ltd. to act as its 
international distributor and sourcing entity. 

In March 2011, the Company signed an agreement with a major OEM to manufacture residential 
geothermal heat pumps.  
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In conjunction with its suppliers, WaterFurnace International raised $31,000 for the USO of Indiana to 
support the repatriation of soldiers coming home from overseas. 

WaterFurnace achieved MCS Product Certification Scheme Requirements for its water to water heat pumps 
in the United Kingdom. Thus far, WaterFurnace is the only United States based manufacturer to achieve 
this certification. 

The Company signed a multi-year partnership with Tendril, a provider of cloud based technology solutions. 
The Company will use Tendril’s platform to develop a Home Energy Management System (HEMS) to be 
released in 2012. 

WaterFurnace launched a multi-media marketing campaign to utilize the talents and endorsement of 4-time 
NASCAR champion, Jeff Gordon. 

WaterFurnace became the only HVAC manufacturer to attain the recognition of ISO/IEC 17025 and 
ENERGY STAR Recognized Laboratory for its in-house testing facilities. Reports can now be submitted 
directly to compliance organizations such as the EPA, the U.S. Department of Energy and the British 
Department of Energy. 

Outlook 

The U.S. Economic Recovery Act of 2009 provides a 30% uncapped tax credit to homeowners who install 
an Energy Star rated geothermal heat pump. This tax credit will continue to motivate homeowners to 
evaluate the benefits of a geothermal heating and cooling system and helps lower the initial price barrier. 
Because this incentive is embodied in the tax code, it is unlikely to be revised prior to its legislated phase 
out of January 1, 2017. 
 
Residential new construction is forecasted to improve in 2012 with single family home starts improving 7-
9% over 2011 levels. Home mortgage rates should remain at historic lows assisting the new construction 
recovery. Both of these trends should support higher adoption rates of geothermal heat pumps across the 
country. The National Association of Home Builders measures geothermal heat pump penetration in the 
new construction category of Luxury Homes, and once again in 2011 the adoption rate improved to a 
record 8%. This bodes well for sales in 2012 however; very low natural gas prices will put competitive 
pressure on geothermal heat pumps if availability and low gas prices persist. 
 
The Company plans further penetration of the commercial market with the introduction of products 
designed to replace or upgrade existing equipment. It is the belief of the Company that the commercial 
market will continue its slow, but steady recovery and this will be an attractive opportunity for continued 
resource investment. 
 
The strategic decision to transition into replacement systems will continue to have a positive effect on the 
residential channel. The Company forecasts 70% of residential business to come from the replacement 
sector in 2012. The development of advanced looping equipment along with increasing marketing support 
will also facilitate the growth of this important market. 
 
The Company signed a multi-year partnership with Tendril, a provider of cloud based technology solutions. 
The Company will use Tendril’s platform to develop a Home Energy Management System (HEMS). This 
technology reveals to homeowners precisely where energy is being used and empowers them to make small 
lifestyle changes to reduce its usage. Through an online dashboard and internet-enabled thermostat, the 
system provides control over home temperatures from anywhere in the world. This technology represents a 
unique opportunity and positions the Company as an innovator. 

  



 
 

WaterFurnace Renewable Energy, Inc. Page 8 of 24 Annual Information Form, March 30, 2012 

History of Dividend Payments 
The Company began paying cash dividends in October 2003. The dividends the past three years are as 
follows: 

Dividends paid per share (in U.S.$) 
 

 
March 2, 2009 Regular dividend $0.18  
June 1, 2009 Regular dividend 0.19  
September 1, 2009 Regular dividend 0.19  
December 1, 2009 Regular dividend 0.19  
2009 Total  $0.75  
 
March 1, 2010 Regular dividend $0.19  
June 1, 2010 Regular dividend 0.22  
September 1, 2010 Regular dividend 0.22  
December 1, 2010 Regular dividend 0.22  
2010 Total  $0.85  
 
March 1, 2011 Regular dividend $0.22  
June 1, 2011 Regular dividend 0.22  
September 1, 2011 Regular dividend 0.22  
December 1, 2011 Regular dividend 0.24  
2011 Total  $0.90 
 
     
 

 

3. Narrative Description of the Business 

Products and Services 
The Company specializes in the design, manufacture and distribution of geothermal and water-source 
heating, ventilation and air-conditioning (HVAC) systems for residential, commercial and institutional 
applications. HVAC units are manufactured on an assembly line by trained employees installing purchased 
components and fabricated materials according to engineered specifications. Marketed under the 
WaterFurnace and GeoStar brand names, these products are sold, installed and serviced to customers 
throughout North America and increasingly in other markets by a network of independent heating and 
cooling contractors, commercial representatives and distributors. Revenues from HVAC systems were 
98.4%, 96.2% and 94.4% of consolidated revenues for 2011, 2010 and 2009, respectively. 

WaterFurnace International, Inc. is the leading manufacturer of geothermal heat pumps for residential, 
single-family homes in the U.S. It has also been increasing its commercial business. 43% of heat pumps 
sold by the Company in 2011 were commercial units. 

Hyper Engineering Pty. Ltd. is located in Australia. It designs, develops and builds devices that limit the 
inrush current that electric motors draw upon start up. By reducing inrush current, the life of electric motors 
is extended, local electric power quality is improved and light flicker is eliminated. 

WaterFurnace International Asia Pacific Pty. Ltd. assists with the Company’s international sales and global 
sourcing efforts. 
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Research and Development 
The Company has an ongoing research and development (R&D) process in place. R&D activities are 
directed at identifying improvements to existing products and at developing new products for existing and 
potential markets. R&D activities are conducted at the Fort Wayne facility using in-house personnel and 
equipment supplemented by the limited use of subcontractors as needed. Due to the nature and scope of the 
Company’s product research and development activities, multiple new product development projects may 
be in process at the same time. The commercial introduction, if any, of products currently under 
development is influenced by various factors such as the results of laboratory and field testing, the 
introduction of new technology, ease of manufacturing and raw material cost. Other new products are 
expected to be launched annually in 2012 and following years. The R&D expenses, net of research tax 
credits, for 2011 were $2,063,000. Development efforts culminated in the following new products and 
significant product enhancements: 

• WaterFurnace became the only HVAC manufacturer to attain the prestigious recognition of 
ISO/IEC 17025 and ENERGY STAR Recognized Laboratory for its in-house testing facilities. 
Reports generated in our Fort Wayne laboratories can now be submitted directly to compliance 
organizations such as the EPA, the U.S. Department of Energy and the British Department of 
Energy. 

• WaterFurnace was recognized as the first U.S. manufacturer to achieve Microgeneration 
Certification Scheme (MCS) accreditation in the United Kingdom. Government incentives are 
available to consumers who install energy efficient products certified under the MCS program. 
This achievement will help facilitate sales in the UK. 

• The 5 Series was developed as an upgrade to our popular Envision residential line. It was 
engineered around our next generation of controls, components and compressor technologies. 5 
Series products represent some of our finest equipment. Production is scheduled to begin in the 1st 
quarter of 2012. 

• Field-testing began on the 7 Series – our upcoming flagship product. 7 Series units are among the 
first to utilize variable capacity compressor technology and represents a leap forward for the 
geothermal heat pump industry. Its class-leading features will appeal to homeowners who want the 
ultimate in comfort and performance. This product is slated for launch in 2012. 

• WaterFurnace began development of a Home Energy Management System (HEMS). This exciting 
technology reveals to homeowners precisely where energy is being used and empowers them to 
make small lifestyle changes to reduce its usage. With an intuitive online dashboard and internet-
enabled thermostat, the system provides control over home temperatures from anywhere in the 
world. The system will be phased in over 12 months beginning in the 2nd quarter of 2012. 

• WaterFurnace further bolstered its commercial offerings with the introduction of a 3rd product 
line. The Versatec Base Series represent a balance between value and innovation, and was 
developed to penetrate the low cost boiler/cooling tower market. This product line represents 
strong growth potential as the boiler/cooling tower market totals nearly 100,000 units per year. 

• A low sill version of our console heat pump unit was developed for commercial sales. The unit 
features a reduced height to meet requirements often found in floor-to-floor height restricted 
buildings. 

The Company’s products are assembled using components and materials purchased from outside suppliers. 
The components include compressors, electric motors, fin and tube heat exchangers, coaxial and flat plate 
heat exchangers, blower assemblies, sheet metal panels and electronic control boards. Copper tubing 
needed to complete the assembly of the product is fabricated on site. The Company has more than one 
supplier for each of the components used in its product. The prices of components and raw materials are 
negotiated with various suppliers on a regular basis to ensure competitive pricing from suppliers and to 
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manage margins on product sales. Pricing from some suppliers is subject to surcharges for cost increases 
related to commodity materials used in purchased components and for higher than expected cost of fuel. 

Competition 
The Company operates in a very specialized niche market of the total worldwide market for HVAC 
equipment. It has five main competitors for its line of residential products in the U.S. and Canada (Climate 
Master, Bosch, Econar, Hydro Delta and Hydron Module) and five main competitors for its line of 
commercial products (Climate Master, Florida Heat Pump, Trane, McQuay and Mammoth). In addition, 
foreign companies such as Sanyo, Samsung and Daikin compete or have an interest in the U.S./Canadian 
geothermal/HVAC industry. 

Number of Employees 
On December 31, 2011, the Company employed 287 persons working in the following departments: 
administration, accounting, MIS, product engineering, production, production support, technical service, 
customer service and sales. This number may fluctuate somewhat depending on the needs of the Company. 
The Company anticipates that future growth of the business will require the hiring of additional employees 
for many positions. 

Intangible Properties 

The Company has registered trademarks in the U.S. for the WaterFurnace brand name and for several of the 
names used in the marketing of its geothermal and water-sourced HVAC systems. Those names are 
Synergy, Premier, Premier-E, Versatec and GeoStar. The Company considers the WaterFurnace brand 
name and various product names to be beneficial in differentiating its products from those offered by 
competitors. Each trademark is expected to be renewed at the end of the current term for each name. The 
Company also holds several patents for technology used in its HVAC products. 

The Company has acquired inventory, fixed assets and intellectual property from Binary Engineering Pty. 
Ltd. located in New South Wales, Australia, pursuant to a purchase agreement dated January 21, 2011. This 
included intangible assets of $1.8 million related to the design, application and operation of the Binary 
Engineering products. 

4. Risk Factors 
An investment in the Common Shares is speculative and involves a degree of risk, including, but not 
limited to, the following specific risks. This is not an all-inclusive list of uncertainties facing the Company. 
Additional risks and uncertainties not presently known to the Company, or that the Company currently 
deems immaterial, may also affect the operations of the Company. 

Rising Costs of Raw Materials and Component Parts 
The Company purchases a broad range of materials in connection with its manufacturing activities. The 
prices the Company pays for parts used in the manufacture of its products is affected by changes in the 
market prices of the base metals used in its products, particularly copper and aluminum which are used in 
large components, cold-rolled steel which is used for the unit frames and cabinets and special alloys which 
go into certain components such as the heat exchangers. Higher than anticipated price increases for raw 
materials and components parts would reduce the margins realized on the sale of the Company’s products. 

Competition 

The market for the Company’s products is competitive. The Company’s competition includes larger 
manufacturers with lower material costs due to volume purchasing and smaller companies that specialize in 
servicing a particular niche market for geothermal products. Any inability to compete with our competitors 
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may affect the Company’s business by lowering its sales and profits. The Company’s competition includes 
larger manufacturers, both foreign and domestic, that have lower material costs. 

Warranty Claims 
The Company provides warranty coverage for the majority of its products. Warranty claims for the cost of 
repairing or replacing defective parts is based on projected failure rates of the products covered under 
warranty. An unexpected increase in warranty claims due to higher than normal failure rates for covered 
parts would affect our business by increasing costs and lowering profits. 

Product Development and Technological Changes 

The HVAC industry is characterized by ongoing technological advances and the introduction of new 
products utilizing new technology. The success of the Company will depend on its ability to secure 
competitive positions with its products and distribution and maintain such competitiveness. Although the 
Company is committed to the development of new products and the improvement of its existing products 
and distribution procedures, there can be no assurance that these research and development activities will 
prove profitable or that the resulting new products, if any, will be commercially viable and marketable. 

5. Dividends 
The Company’s dividend policy was first announced in September 2003. The current policy is to pay a 
quarterly cash dividend based on the level of profitability, the amount of cash reserves available and the 
potential for alternative uses of cash reserves to increase shareholder value. The policy is to pay a 
significant portion of earnings back to shareholders, but at the same time retain a portion of the earnings for 
business development, expansion and investment opportunities. See section 2, “General Development of 
the Business,” for disclosure of the dividends paid in recently completed financial years. 

6. Capital Structure 
The Company’s authorized share capital is an unlimited number of Common Shares without par value of 
which there were 12,200,894 Common Shares issued and outstanding as at December 31, 2011. Holders of 
Common Shares are entitled to receive notice of any meetings of shareholders, to attend and to cast one 
vote per Common Share at all such meetings. Holders of Common Shares are entitled to receive on a pro-
rata basis such dividends, if any, as and when declared by the Board at its discretion from funds legally 
available therefore. Please see section 5, “Dividends,” for a discussion of the Company’s dividend policy. 
Upon the liquidation, dissolution or winding up of the Company, holders of Common Shares are entitled to 
receive on a pro-rata basis the net assets of the Company after payment of debts and other liabilities, in 
each case subject to the rights, privileges, restrictions and conditions attaching to any other series or class 
of shares ranking senior in priority to or on a pro-rata basis with the holders of Common Shares with 
respect to dividends or liquidation. The Common Shares do not carry any pre-emptive, subscription, 
redemption or conversion rights. The Company has established a stock option plan (the “Stock Option 
Plan”). The Stock Option Plan authorized the grant of options for up to 250,000 Common Shares to the 
directors and employees of the Company. As of the date of this Annual Information Form and pursuant to 
the Stock Option Plan, the Company has the authority to issue options for 225,000 Common Shares. 

At the Shareholder meeting held May 6, 2009, the shareholders approved a resolution allowing the Board 
of Directors to pay the Company’s deferred compensation liabilities with the issuance of Company stock. 
The resolution limited the number of shares that can be issued to 250,000 shares. In 2010, the Company 
issued 3,235 shares to the Company’s deferred compensation plan trust and 23,760 more shares in 2011. 
On January 13, 2012, the Company issued 26,773 more shares to the trust. 53,768 shares have been issued 
as of March 30, 2012. 
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Per authorization by a special resolution of the Board of Directors on December 14, 2010, the Company, on 
behalf of its Australian subsidiaries, issued 81,467 shares on February 2, 2011, as part of the consideration 
paid to acquire inventory, fixed assets and intellectual property from Binary Engineering Pty. Ltd. located 
in New South Wales, Australia. 

7. Management’s Discussion and Analysis 
Management’s discussion and analysis of its financial position and operating results for the fiscal year 
ended December 31, 2011, are presented in the Company’s 2011 Annual Report. That discussion and 
analysis is incorporated into this Annual Information Form by reference, and should be read in conjunction 
with the consolidated financial statements for the year ended December 31, 2011, and the explanatory notes 
thereto, both of which are available on SEDAR at www.sedar.com. 

8. Market for Securities 
The Common Shares are listed on the TSX and trade in Canadian dollars under the symbol “WFI.” The 
Common Shares also can be traded in U.S. dollars on the TSX under the symbol “WFI.U.” The following 
table sets forth information relating to the trading of the Common Shares for the periods indicated. 

 
Trading (“WFI”) 
(in CDN$) 
 
Date High Low Number of Volume 
   trades traded 
 

 
January 2011 $25.39 $23.58 474 114,272 
February 2011 27.86 24.91 480 123,251 
March 2011 27.57 23.60 736 172,443 
April 2011 25.92 23.01 615 103,444 
May 2011 24.37 23.07 421 136,377 
June 2011 23.30 18.35 703 316,207 
July 2011 23.16 20.79 467 84,421 
August 2011 23.25 19.26 609 161,210 
September 2011 19.72 15.92 838 309,816 
October 2011 19.91 18.35 481 125,254 
November 2011 19.56 17.76 425 108,165 
December 2011 18.27 15.02 956 340,519 
 



 
 

WaterFurnace Renewable Energy, Inc. Page 13 of 24 Annual Information Form, March 30, 2012 

9. Directors and Officers 

Board of Directors 
The following is a list of the directors of the Company, and information regarding each individual including 
the municipality of home address, principal occupation in the last five years, the date of appointment as a 
director of the Company, and the number of shares beneficially owned, directly or indirectly, or over which 
said director exercises control or direction. Each director named was elected at the Annual General Meeting 
of Shareholders held on May 10, 2011. Each director’s term of office runs until the next annual meeting of 
shareholders or until the election or appointment of a successor. 

Name and  Principal occupation Director Shares beneficially
 (7)

 Percentage of 
municipality of  since owned, directly or voting shares 
residence   indirectly, or over beneficially 
   which control owned or over 
   is exercised which control 
    is exercised 
 

 

Thomas F. Huntington  President & CEO August 6, 10,100
 (8)

 0.0% 
Fort Wayne, Indiana, U.S.A. WaterFurnace 2009 Common Shares 
 Renewable Energy, Inc. 
 

 

James R. Shields 
(1)

 Investor & Chairman Emeritus May 21, 1,317,365
 (9)

 10.8% 
Fort Wayne, Indiana, U.S.A. WaterFurnace 1997 Common Shares  
 Renewable Energy, Inc.    
 

 

Timothy E. Shields 
(1)

 Investor & Chairman May 4, 529,597 
(9)

 4.3% 
Fort Wayne, Indiana, U.S.A. WaterFurnace 1999 Common Shares 
 Renewable Energy, Inc. 
 

 

Thomas C. Dawson, CA 
(1,2) 

 Corporate Director May 4, 34,000 0.3% 
Toronto, Ontario, Canada  1999 Common Shares 
 

 

J. David Day, LLB 
(1,3,4)

 Corporate Director May 21, 97,800 0.8% 
Toronto, Ontario, Canada  1997 Common Shares 
 

 

Charles R. Diltz 
(2,3,4)

 Sr. Vice President May 7, 26,000 0.2% 

Houston, Texas, U.S.A. Comfort Systems U.S.A.
(5)

 2004 Common Shares 
 

 

Geoffrey W.J. Pottow, 
(2,3,4)

  President and CEO of November 7, 132,550 1.1% 

    Ph.D. Eng. The Becker Milk Co. Ltd.
(6)

 1997 Common Shares  
Toronto, Ontario, Canada 
 
 

(1) 
Member of the Executive Committee. 

(2) 
Member of the Audit Committee. 

(3) 
Member of the Compensation Committee. 

(4) 
Member of the Governance and Nominating Committee. 

(5) 
Comfort Systems U.S.A. is a national HVAC company headquartered in Houston, Texas. 



 
 

WaterFurnace Renewable Energy, Inc. Page 14 of 24 Annual Information Form, March 30, 2012 

(6) 
The Becker Milk Company Ltd. is a public real estate management and investment company (TSX 

BEK.B). 
(7) 

The information as to Common Shares beneficially held or controlled, not being within the knowledge of 
the Company, has been given by the nominees. 

(8) 
The value of 10,000 Company shares is held in Mr. Huntington’s deferred compensation plan. The plan 

vested one third of the shares in 2010 and one third in 2011. The last third will vest in 2012. 
(9) 

James R. Shields, the Company’s founder, and his wife together own 1,317,365 Common Shares of 
which 529,953 are in grantor retained annuity trusts. Timothy E. Shields, son of James R. Shields, and 
his wife together own 529,597 Common Shares of which 120,000 are in grantor retained annuity trusts. 
Collectively, the James R. Shields family, including the respective spouses, children and grandchildren 
of James R. Shields and Timothy E. Shields, beneficially own 3,039,469 Common Shares. 

 
 
Each director has confirmed with the Company the number of shares each owns or controls. 

Thomas F. Huntington was hired as President and Chief Executive Officer on May 26, 2009. On August 6, 
2009, Mr. Huntington was appointed by the Board of Directors to fill the open Board position created by 
the retirement of Bruce Ritchey and his subsequent resignation from the Board. 

In the year 2000, Mr. Huntington was promoted to the position of President, Unitary Products Group, York 
International. In December 2005, York International was acquired by Johnson Controls Inc. and Mr. 
Huntington’s title changed to Vice President and General Manager, Unitary Products, Building Efficiency. 
Mr. Huntington remained in that position until October 2008 when his duties became Vice President, 
Building Efficiency Group, Distributed Products. In May 2009, Mr. Huntington retired from Johnson 
Controls Inc. and joined WaterFurnace Renewable Energy, Inc. 

Officers Who Are Not Directors 
 

Name and  Principal occupation 
municipality of 
residence 
 

 
Fred Andriano Secretary, Treasurer 
Fort Wayne, Indiana, U.S.A. and CFO 
 WaterFurnace 
 Renewable Energy, Inc. 
 

 
Over the past five years, all of the aforementioned directors and officers carried on their principal or other 
occupations with the companies indicated next to their names. 
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Cease Trade Orders, Bankruptcies, Penalties or Sanctions 
None of the proposed directors, executive officers or shareholders holding a sufficient number of securities 
of the Company to materially affect control of the Company: 

(a) is, as at the date of the Annual Information Form, or has been, within 10 years before the date of 
the Annual Information Form, a director, chief executive officer or chief financial officer of any 
company (including the Company) that, 

i. was subject to a cease trade order that was issued while the proposed director was acting 
in the capacity as director, chief executive officer or chief financial officer; or 

ii. was subject to a cease trade order that was issued after the proposed director 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, state the fact and describe the basis on which 
the cease trade order was made and whether the cease trade order is still in effect; or 

(b) is, as at the date of the Annual Information Form, or has been within 10 years before the date of 
the Annual Information Form, a director or executive officer of any company (including the 
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 

(c) has, within the 10 years before the date of the 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 the proposed director, executive officer or 
shareholder. 

The foregoing information, not being within the knowledge of the Company, has been furnished by the 
respective directors, executive officers, and shareholders. It is each person’s responsibility to provide the 
Company with any change in status regarding the cease trade orders, bankruptcies, penalties or sanctions 
outlined above. 
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Board Committees 
The Company’s Board of Directors has the following four standing committees: 

 

 Board Executive Audit Compensation Governance 
  Committee Committee Committee and 
     Nominating 
     Committee 
 

Non-Independent Directors 
 
Thomas F. Huntington Director     
 
 
James R. Shields Chairman Member    
 Emeritus 
 
Timothy E. Shields Chairman Member    
  
 
Independent Directors 
 
Thomas C. Dawson Director Member Chairman   
 
 
J. David Day Lead Independent Chairman  Member Member 
 Director 
 
Charles R. Diltz Director  Member Chairman Member 
 
 
Geoffrey W.J. Pottow Director  Member Member Chairman 
 
 

 

10. Audit Committee 

Audit Committee Charter 
The text of the Company’s Audit Committee Charter is attached hereto as Schedule A. 

Composition of Audit Committee 
The members of the Audit Committee are: Thomas C. Dawson (Chairman of the Committee), Charles R. 
Diltz and Geoffrey W.J. Pottow. Each member of the Audit Committee is independent and financially 
literate. 
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Relevant Education and Experience 
Collectively, the Audit Committee has the education and experience to fulfill the responsibilities set out in 
its mandate. The education and experience of each member of the Audit Committee that is relevant to the 
performance of his responsibilities as a member of the Audit Committee is summarized below: 

Name Education and relevant experience 
 

 
Thomas C. Dawson B. Comm. from Loyola (now Concordia University), Canada; 
 Chartered Accountant in Canada; 
 Retired Senior Audit and Accounting partner, with 40 years of 
     experience, at Deloitte & Touche LLP, Chartered Accountants. 
 
Charles R. Diltz BSBA (Finance) from Ohio State University, Columbus, Ohio; 
 MBA from University of Dayton; 
 Currently Senior Vice-President, Comfort Systems U.S.A. 
     with operating responsibility for 12 companies with annual sales 
     of over $300 million. 
 
Geoffrey W.J. Pottow B.Sc. Hons. Engineering from London University, England; 
 M.S. (Eng.) Case Institute of Technology, Cleveland, Ohio; 
 Ph.D. (Mech. Eng.) University of Toronto, Ontario, Canada; 
 President and CEO of The Becker Milk Company Ltd.; 
     Formerly, member of the Audit Committee of The Becker Milk  
     Company Ltd. 
 

 

Audit Committee Oversight 
At no time since the commencement of the Company’s most recently completed financial year was a 
recommendation of the committee to nominate or compensate an external auditor not adopted by the Board 
of Directors. 

Pre-Approval Policies and Procedures 
The Audit Committee is responsible for engaging the independent auditors, overseeing their work and 
considering whether the provision of services, other than audit services, is compatible with maintaining 
their independence. All non-audit services proposed to be performed by the external auditors are submitted 
to the Audit Committee for pre-approval, except that the committee has adopted a practice whereby the 
Chair of the committee is authorized to review and approve engagements for non-audit services involving 
fees of $10,000 or less. With respect to accounting and tax advisory services, where fees for any individual 
project in this pre-approval category are expected to expand beyond $10,000, Audit Committee approval is 
required. 
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External Auditor Service Fees  
The aggregate fees billed by the Company’s external auditors Grant Thornton LLP during the fiscal years 
ended December 31, 2011, and December 31, 2010, were as follows: 

 

(In U.S.$) Year ended Year ended 
 December 31, 2011 December 31, 2010 
 

 
Audit fees $ 163,747 $ 162,503 
 
Audit related fees 164,303 89,707 
 
Tax fees --  37,934 
 __________ __________ 
 
Total $ 328,050 $ 290,144 
 

 

 

Audit fees were for professional services related to the audit of the Company’s annual financial statements. 
Audit-related fees were for the review of the Company’s interim financial statements and professional 
services for the transition to International Financial Reporting Standards and audit and accounting matters. 
Tax fees were for professional services for the preparation of tax returns, tax assistance with respect to 
cross-border transactions and other compliance services. 

11. Legal Proceedings 
The Company and its subsidiaries are involved in litigation in the ordinary course of operations. In 
management’s opinion none of the litigation that the Company and its subsidiaries are currently involved in 
is material to the Company’s financial condition or results of operations. 

12. Interest of Management and Others in Material 
Transactions 
To the knowledge of the directors and officers of the Company, no director or executive officer of the 
Company or any subsidiary of the Company, no person or company who beneficially owns, directly or 
indirectly, voting securities of the Company or who exercises control or direction over voting securities of 
the Company or a combination of both carrying more than 10% of the voting rights attached to all 
outstanding voting securities of the Company, no proposed director of the Company and no associate of 
affiliate of the any of the foregoing has or had any material interest, direct or indirect, in any transaction 
within the three most recently completed financial years or during the current financial year that has 
materially affected or will materially affect the Company or any of its subsidiaries, except James R. Shields 
whose extended family family, including the respective spouses, children and grandchildren of James R. 
Shields and Timothy E. Shields, beneficially own 3,039,469 Common Shares being 24.9% of the 
outstanding shares of the Company. See also the notes to the Board of Directors’ information table in the 
Section 9 for more details. 
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13. Transfer Agent and Registrar 
The transfer agent and registrar for the Company’s commons shares is Computershare Investor Services 
Inc., 100 University Avenue, Suite 900, Toronto, ON  M5J 2Y1, Canada. 

14. Interests of Experts  
Grant Thornton LLP, of Toronto, Ontario, Canada are the Auditors of the Company. The Auditors provided 
the Auditor’s Report to the Shareholders of the Company for the most recently completed fiscal year that is 
filed with the Company’s financial statements under National Instrument 51-102. Grant Thornton LLP has 
no registered or beneficial interest, direct or indirect, in any of the securities or other property of the 
Company or any of its associates or affiliates. Grant Thornton LLP was appointed Auditors of the 
Company in 1992. 

15. Additional Information 
Additional information concerning the remuneration of senior executives, directors and other insiders of the 
Company is contained in the Company’s management proxy circular prepared in connection with the 
Annual General Meeting of Shareholders to be held on May 10, 2012. Additional financial information, 
specifically the Company’s audited financial statements can be found in the Company’s Annual Report for 
the fiscal year ended December 31, 2011. Copies of these documents  and additional information relating to 
WaterFurnace Renewable Energy, Inc. may be found on SEDAR (System for Electronic Document 
Analysis and Retrieval) at www.sedar.com and on the Company’s website at www.waterfurnace.com. 
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Schedule A – Audit Committee Charter 
This charter (the “Charter”) sets forth the purpose, composition, responsibilities, duties, powers and 
authority of the Audit Committee (the “Committee”) of the Board of Directors (the “Board”) of 
WaterFurnace Renewable Energy, Inc. (the “Company”). 

1. Purpose 
The purpose of the Audit Committee (the “Committee”) is to:  

(a) assist the Board in fulfilling its oversight responsibilities with respect to financial reporting and 
disclosure requirements;  

(b) ensure that an effective risk management and financial control framework has been implemented 
by management of the Company; and  

(c) be responsible for external and internal audit processes. 

2. Composition and Membership 
The Board will appoint the members (“Members”) of the Committee after the annual general meeting of 
shareholders of the Company. The Members will be appointed to hold office until the next annual general 
meeting of shareholders of the Company or until their successors are appointed. The Board may remove a 
Member at any time and may fill any vacancy occurring on the Committee. A Member may resign at any 
time and a Member will cease to be a Member upon ceasing to be a director. 

The Committee will consist of three directors that meet the criteria for independence and financial literacy 
established by applicable laws and the rules of the stock exchange upon which the Company’s securities 
are listed, including Multilateral Instrument 52-110 – Audit Committees. In addition, each director will be 
free of any relationship which could, in the view of the Board, reasonably interfere with the exercise of a 
member’s independent judgment. 

The Board will appoint one of the Members to act as the Chairman of the Committee. The secretary of the 
Company (the “Secretary”) will be the secretary of all meetings and will maintain minutes of all meetings 
and deliberations of the Committee. In the absence of the Secretary at any meeting, the Committee will 
appoint another person who may, but need not, be a Member to be the secretary of that meeting. 

3. Meetings 
Meetings of the Committee will be held at such times and places as the Chairman may determine, but in 
any event not less than four times per year. Twenty-four hours advance notice of each meeting will be 
given to each Member orally, by telephone, by facsimile or email, unless all Members are present and 
waive notice, or if those absent waive notice before or after a meeting. Members may attend all meetings 
either in person or by conference call. 

At the request of the external auditors of the Company, the Chief Executive Officer or the Chief Financial 
Officer of the Company, or any member of the Committee, the Chairman will convene a meeting of the 
Committee. Any such request will set out in reasonable detail the business proposed to be conducted at the 
meeting so requested. 

The Chairman, if present, will act as the Chairman of meetings of the Committee. If the Chairman is not 
present at a meeting of the Committee, then the Members present may select one of their Members to act as 
Chairman of the meeting. 
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A majority of Members will constitute a quorum for a meeting of the Committee. Each Member will have 
one vote and decisions of the Committee will be made by an affirmative vote of the majority. The 
Chairman will not have a deciding or casting vote in the case of an equality of votes. Powers of the 
Committee may also be exercised by written resolution signed by all Members. 

The Committee may invite from time to time such persons as it sees fit to attend its meetings and to take 
part in the discussion and consideration of the affairs of the Committee. 

In advance of every regular meeting of the Committee, the Chairman, with the assistance of the Secretary, 
will prepare and distribute to the Members and others as deemed appropriate by the Chairman, an agenda 
of matters to be addressed at the meeting together with appropriate briefing materials. The Committee may 
require officers and employees of the Company to produce such information and reports as the Committee 
may deem appropriate in order to fulfill its duties. 

4. Duties and Responsibilities 
The duties and responsibilities of the Committee are as follows: 

Financial Reporting and Disclosure 

(a) Review and recommend to the Board for approval, the quarterly financial statements, management 
discussion and analysis, financial reports and any public release of financial information through 
press release or otherwise. 

(b) Review and recommend to the Board for approval, the audited annual financial statements, 
including the auditors’ report thereon, management discussion and analysis and financial reports. 

(c) Review and recommend to the Board for approval, where appropriate, financial information 
contained in any prospectus, annual information form, material change disclosure of a financial 
nature or similar disclosure document. 

(d) Review with management of the Company and with external auditors significant accounting 
principles and disclosure issues and alternative treatments under International Financial Reporting 
Standards (“IFRS”) all with a view to gaining reasonable assurance that financial statements are 
accurate, complete and present fairly the Company’s financial position and the results of its 
operations in accordance with IFRS. 

Internal Controls and Audit 

(a) Review and assess the adequacy and effectiveness of the Company’s system of internal control 
and management information systems through discussions with management and the external 
auditor to ensure that the Company maintains: 

i. the necessary books, records and accounts in sufficient detail to accurately and fairly 
reflect the Company’s transactions;  

ii. effective internal control systems; and 

iii. adequate processes for assessing the risk of material misstatement of the financial 
statement and for detecting control weaknesses or fraud. 

From time to time the Committee will assess whether a formal internal audit department is 
necessary or desirable having regard to the size and stage of development of the Company at any 
particular time. 
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(b) Satisfy itself that adequate procedures are in place for the review of the Company’s disclosure of 
financial information extracted or derived from the Company’s financial statements. 

(c) Periodically assess the adequacy of such systems and procedures to ensure compliance with 
regulatory requirements and recommendations. 

(d) Review and discuss the Company’s major financial risk exposures and the steps taken to monitor 
and control such exposures, including the use of any financial derivatives and hedging activities. 

(e) Review annually insurance programs relating to the Company and its investments. 

External Audit 

(a) Review the performance of the external auditors who are accountable to the Committee and the 
Board as representatives of the shareholders, including the lead partner of the independent 
auditors’ team and recommend to the Board the external auditors to be nominated for the purpose 
of preparing or issuing an audit report or performing other audit, review or attest services for the 
Company and the compensation of the external auditors. 

(b) Oversee the work of the external auditors appointed by the shareholders of the Company with 
respect to preparing and issuing an audit report or performing other audit, review or attest services 
for the Company, including the resolution of issues between management of the Company and the 
external auditors regarding financial disclosure. 

(c) Review the results of the external audit and the report thereon including, without limitation, a 
discussion with the external auditors as to the quality of accounting principles used, any 
alternative treatments of financial information that have been discussed with management of the 
Company, the ramifications of their use as well as any other material changes. Review a report 
describing all material written communication between management and the auditors such as 
management letters and schedule of unadjusted differences. 

(d) Discuss with the external auditors their perception of the Company’s financial and accounting 
personnel, records and systems, the cooperation which the external auditors received during their 
course of their review and availability of records, data and other requested information and any 
recommendations with respect thereto. 

(e) Review the reasons for any proposed change in the external auditors which is not initiated by the 
Committee or Board and any other significant issues related to the change, including the response 
of the incumbent auditors, and inquire as to the qualifications of the proposed auditors before 
making its recommendations to the Board. 

(f) Review the independence of the external auditors, including a written report from the external 
auditors respecting their independence and consideration of applicable auditor independence 
standards. 
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Associated Responsibilities  

(a) Establish, monitor and periodically review a whistleblower policy and associated procedures for: 

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

ii. the confidential, anonymous submission by directors, officers and employees of the 
Company of concerns regarding questionable accounting or auditing matters; and 

iii. any violations of any applicable law, rule or regulation that relates to corporate reporting 
and disclosure, or violations of the Company’s Business Conduct & Ethics. 

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

Non-Audit Services 

(a) Pre-approve all non-audit services to be provided to the Company or any subsidiary entities by its 
external auditors or by the external auditors of such subsidiary entities. The Committee may 
delegate to one or more of its members the authority to pre-approve non-audit services but pre-
approval by such member or members so delegated shall be presented to the full Audit Committee 
at its first scheduled meeting following such pre-approval. 

(b) Review and assess the adequacy of the Company’s risk management policies and procedures with 
regard to identification of the Company’s principal risks and implementation of appropriate 
systems to manage such risks including an assessment of the adequacy of insurance coverage 
maintained by the Company. 

Oversight Function 

While the Committee has the responsibilities and powers set forth in this Charter, it is not the duty of the 
Committee to plan or conduct audits or to determine that the Company’s financial statements are complete 
and accurate or are in accordance with IFRS and applicable rules and regulations. These are the 
responsibilities of Management and the external auditors. The Committee, the Chairman and any Members 
identified as having accounting or related financial expertise are members of the Board, appointed to the 
Committee to provide broad oversight of the financial, risk and control related activities of the Company, 
and are specifically not accountable or responsible for the day-to-day operation or performance of such 
activities. Although the designation of a Member as having accounting or related financial expertise for 
disclosure purposes is based on that individual’s education and experience, which that individual will bring 
to bear in carrying out his or her duties on the Committee, such designation does not impose on such person 
any duties, obligations or liability that are greater than the duties, obligations and liability imposed on such 
person as a member of the Committee and Board in the absence of such designation. Rather, the role of a 
Member who is identified as having accounting or related financial expertise, like the role of all Members, 
is to oversee the process, not to certify or guarantee the internal or external audit of the Company’s 
financial information or public disclosure. 

5. Reporting 
The Chairman will report to the Board at each Board meeting on the Committee’s activities since the last 
Board meeting. The Secretary will circulate the minutes of each meeting of the Committee to the members 
of the Board.  
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6. Access to Information and Authority 
The Committee will be granted unrestricted access to all information regarding the Company and all 
directors, officers and employees will be directed to cooperate as requested by members of the Committee. 
The Committee has the authority to retain, at the Company’s expense, independent legal, financial and 
other advisors, consultants and experts, to assist the Committee in fulfilling its duties and responsibilities. 
The Committee also has the authority to communicate directly with internal and external auditors.  

7. Review of Charter 
The Committee will review and assess, on an annual basis, the adequacy of this Charter and recommend 
any proposed changes to the Board for approval. 


