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BY-LAW NO. 1

A By-aw rdating to the affairs of

Canadian Public Accountability Boar d/Conseil canadien sur lareddition de comptes

BE IT ENACTED as a By-aw of Canadian Public Accountability Board/Consall canadien sur la
reddition de comptes as follows:

Article 1
INTERPRETATION

11 Definitions. In this By-aw and in dl other By—aws and specid resolutions of
the Corporation, unless the context otherwise requires:

@

(b)
(©)

(d)

C)

(f)

(9)

(h)

“Act” means the Canada Corporatiions Act, and any act tha may be
subgtituted therefor, as from time to time amended,;

“Board” means the board of directors of the Corporation;

“By-Haws’ means this By-Jaw No. 1 and dl other By-lawvs of the
Corporation from time to time in force and effect;

“Chair” means the officer designated as the “Chair” of the Corporation as
specified in Section 4.2;

“CICA” means the Canadian Inditute of Chartered Accountants, or any
successor to such entity;

“Corporation” means Canadian Public Accountability Board/Consall
canadien sur la reddition de comptes, incorporated as a corporation
without share capital under the Act by Letters Petent;

“Council of Governors’ means the Members of the corporation described
in Section 8.1 hereof and “Governor” means any one of such Members,

“CVMQ’ means the Commission des vaeurs mobilieres du Québec, or
any successor body to such entity;
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“Directors’ means the Independent Directors ad the Ex-Officio
Directors,

“Ex-Officio Directors’ means the directors of the Corporation referred to
in paragraph 3.2(a) and paragraph 3.2(b) hereof;

“Hrm” or “firm” means a patnership of individuds practicing as such and
includes, where the context permits an individua carrying on busness as
a sole proprietor, and any professona corporation through which either a
partner or a sole proprietor carries on its business,

“Independent Directors’ means the directors of the Corporation appointed
pursuant to paragraph 3.2(c) hereof;

“Industry Members’ has the meaning ascribed thereto in Section 9.1
hereof;

“Letters Patent” means the Letters Patent incorporating the Corporation, as
from time to time amended and supplemented by supplementary letters

patent;

“Members’ shdl mean the Council of Governors and/or the Industry
Members, as the context may require;

“OSC’ means the Ontario Securities Commission, or any successor body
to such entity;

“OSH” means the Office of the Superintendent of Financid Ingtitutions of
Canada, or any successor body to such entity;

“Participating Audit Frm” or “PAF’ means an accounting firm that has
entered into a Participation Agreement and has not had its participant
datus terminated;

“Paticipation Agreement” means a paticipation agreement between the
Corporation and a PAF contemplated by Article 11 of this By-law No. 1;

“Program” means the Corporation’s program applicable to PAFs;

“Rdevant Provincid Regulaory Authority” means those accounting
oversght bodies which are admitted as Industry Members by the Board;

“Relevant Regulatory Authorities’ means the Rdevant Provincd
Regulatory Authorities together with the CICA; and

“Rules and Regulaions’ means the rules and regulations contemplated by
Section 11.3 hereof.



-3-

1.2 Interpretation. In this By-aw No. 1 and in dl other By—laws hereafter passed,
unless the context otherwise requires, words importing the singular number or the masculine
gender shdl include the plurd number or the feminine gender, as the case may be, and vice
versa, and references to persons shdl include individuas, firms and corporations. The divison
of this By—aw No. 1 into articles, sections and paragraphs and the insertion of headings are for
convenience of reference only and shall not affect the congtruction or interpretation hereof.

Article 2

GENERAL
21 Head Office. Until changed in accordance with the Act, the head office of the
Corporation shal be in the City of Toronto, in the Province of Ontario.
2.2 Seal. Until changed by resolution of the Board, the sedl, an impression whereof is
stamped in the margin hereof, shal be the corporate sed of the Corporation.
2.3 Financial Year. The financid year-end of the Corporation shal be as determined
by the Board.
24 Books and Records. The Board shdl ensure that al necessary books and records

of the Corporation required by the By—laws or by any gpplicable satute or law are regularly and
properly kept.

25 Passage of By-daws. By-laws of the Corporation may be made, repeded or
amended by a By-law passed by a mgority of the Directors present at a meeting of the Board
and sanctioned by at least:

@ 4 of the votes cast by Governors a a specid genera meeting of the Council of
Governors duly cdled for the purpose of considering the said By—aw, and

(b) a mgority of the votes cast by the Industry Members a a specid general meeting
of the Industry Members duly caled for the purpose of consdering the said By-
law,

provided that any repedl, amendment or subdtitution of any such By-law reating to the matters
referred to in subsection 155(2) of the Act shal not be enforced or acted upon until the agpprova
of the Minister of Industry Canada has been obtained.

2.6 Amendment to Letters Patent. The Letters Patent may be amended by a By-
law passed by a mgority of the Directors present a a meeting of the Board and sanctioned by at
least:

@ 4 of the votes cast by Governors a a specid generd meeting of the Council of
Governors duly caled for the purpose of considering the said By—{aw, and

(b) a mgority of the votes cast by the Industry Members a a specid meseting of the
Industry Members duly called for the purpose of congdering the said By-law.
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Article 3
THE BOARD

31 Duties. The Board shdl manage or supervise the management of the property,
activities and affairs of the Corporation in dl things and in particular, shal manage or supervise
the management to:
@ promote, publicly and proactively, the importance of high quality externd audits
of public companies,
(b) oversee the desgn and implementation of a rigorous program of ingpection of
PAFs;
(© edtablish the terms of reference of the Board;
(d) goprove the busness plan and budget for the activities of the Corporation,
upervise the activities of the Corporation and evduate the effectiveness of the
Corporation in carrying out this mandate;
(e hire the Chief Executive Officer;
® obtain independent technical advice when needed and appropriate;
(9) edtablish and maintain the membership requirements for PAFs,
(h) edablish and maintain aregigter of firmsthat have been accepted as PAFs;
) receve and evduate the reports and recommendations of the results of the
ingpection of PAFs,
()] when appropriate, refer matters relating to PAFs to the Reevant Provincid
Regulatory Authorities for discipline purposes;
(k) impose sanctions directly on PAFs, including conditions and restrictions;
() report publicly on the means taken to oversee the audit of public companies and
the results achieved;
(m  manage or supervise dl other matters which are the proper subject matter of the
management of the business and affairs of the Corporation;
(n) ensure gppropriate trangparency in the conduct of the Corporation’s activities,
(o) carry out or cause to be carried out inspections of the audit practices of PAFs, as
they relate to public companies,
(p) when agppropriate, provide comments and recommendations on accounting

dandards, assurance standards, rules of professonal conduct, and governance
practices to Relevant Regulatory Authorities and any other relevant bodies,
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make recommendations to the Reevant Regulatory Authorities, other applicable
regulatory authorities and other supervisory bodies (induding, without limitation,
securities regulatory  authorities and OSFl) with a view to harmonizing and
strengthening the ingpection and discipline processes applicable to PAFs; and

when appropriate, notify the Reevant Regulatory Authorities, other gpplicable
regulatory authorities and other supervisory bodies (induding, without limitation,
securities regulatory authorities and OSFI) whenever the Board has imposed
sanctions on or conditions or redrictions pertaining to the paticipation status of
any PAF or any individua working at a PAF.

Number and Term. The Board shdl conss of 11 directors of whom:

two shdl be the chief executive officer (or the equivdent) of the Reevant
Provincid Regulatory Authority in each of the Provinces of Ontario and Quebec
with oversght responshility for Participating Audit Frms which audit public
companies with the highest totd market capitdization as a the end of the last
completed cdendar yer and have ther principd place of business in such
provinces,

one shdl be appointed by the Industry Members from among the chief executive
officers (or the equivdent) of the two Reevant Provincid Regulatory Authorities
in provinces other than Ontario and Quebec with oversght respongbility for
Paticipating Audit Frms which audit public companies with the highest tota
market capitdization as a the end of the last completed caendar year and have
their principa place of businessin such provinces; and

eght shdl be appointed by the Council of Governors from among individuas
who sisfy the criteria specified in Section3.3 below (such eght directors herein
collectively referred to as the “Independent Directors’), provided however that,
notwithstanding Subsection 3.3(@) hereof, one of such individuads may (but need
not) hold a professona accounting desgnaion (such person holding such
designation, a“Professona Director”).

Independent Directors. An Independent Director shdl be an individud who is

otherwise qualified to be a Director and who, unless otherwise agreed by unanimous resolution
of the Council of Governors,

@
(b)

(©

does not hold any professiona accounting designation;

is not a sole proprietor carrying on the busness of accounting, nor a partner,
member, director, officer or employee of any firm of accountants; and

in the three years prior to gppointment as an Independent Director, was not a sole
proprietor carrying on the business of accounting, nor a partner, member, director,
officer or employee of any firm of accountants.
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34 Qualification. The following individuas are not qudified to stand for dection as
Directors:

(@  individuaswho are lessthan 18 years of age;

(b) individuas who, pursuant to an order of a court of competent jurisdiction under
goplicable provincid legidation, are declared to be mentally incompetent persons
or incapable of managing their affairs made;

(© individuals who have the status of bankrupt under the Bankruptcy and Insolvency
Act (Canada);

(d) individuas who have been convicted of aviolation of securities legidation; and

(e individuds who have been found quilty of violating the rules of professond
conduct of the profession (if any) of which such individua was or isamember.

35 Election and Term. The fird Directors of the Corporation shdl be the
individuas specified as such in the Applicaion for Letters Paent, such individuds to hold office
for a teem expiring a the cose of the firg annua meeting of the Council of Governors, or urtil
their successors are dected or appointed.  Theresfter, the Independent Directors shal be
gppointed by the Council of Governors a each annual meeting of the Council of Governors and
the Ex-Officio Director gppointed pursuant to Subsection 3.2(b) shdl be appointed by the
Industry Members at each annua meeting of the Industry Members. Subject to Sections 3.6 and
3.7 below, the Directors so agppointed shal hold office until the firs annual meeting after such
Directors are so agppointed, a which time, each such Director shdl retire as a Director, but, if
qudified, shdl be digible for re-dection.

3.6 Removal of Directors. The Council of Governors may, by a resolution gpproved
by a least four of the Governors, remove any Independent Director (but not an Ex-Officio
Director) before the expiration of his term of office and may by a resolution gpproved by at least
three Governors, elect any person in his steed for the remainder of the term of the Independent
Director so removed. The Directors shdl, on the requigtion of the Chair of the Corporation or
by any two Governors, cdl a specid generd meeting of the Council of Governors for the
purpose of condgdering a resolution to remove any Independent Director before the expiration of
his term of office.  Such requidtion shal date its purpose, be signed by the requisitionists and be
deposited a the head office of the Corporation. Such requistion may consst of severd
documentsin like form, each signed by one or more requisitionists.

3.7 Vacation of Office. The office of a Director shdl be automaticaly vacated upon
the occurrence of any of the following events:

@ if the Director is adjudged a bankrupt under the Bankruptcy and Insolvency Act
(Canada);

(b) if an order of a court of competent jurisdiction is made under applicable
provincid legidation declaring the Director to be a mentaly incompetent person
or incgpable of managing his affairs,
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(© if the Director is removed from office by resolution of the Council of Governors
as provided in Section 3.6 hereof;

(d) if, by notice in writing to the Corporation, the Director resgns his office and if
such resdgnation is not effective immediady, upon such redgnation becoming
effective in accordance with itsterms;

(e on the degath of the Director;

® with respect to a Director who is an Independent Director, if such director ceases
to satisfy the criteria specified in Section 3.3 (subject to the proviso contained in
Subsection 3.2(c)); or

(9) if such Director shdl cease to hold the office by virtue of which such Director
became a Director.

3.8 Vacancies. Vacancies on the Board, howsoever caused, shal be filled by the
Council of Governors.

39 M eetings and Quorum.

@ The powers of the Directors may be exercised by resolution passed a a mesting
of the Board at which a quorum is present.

(b) The presence of seven of the Directors shal be necessary to conditute a quorum
for the transaction of business a any meeting of the Board. Where there is a
vacancy on the Board, the remaining Directors may exercise dl the powers of the
Board so long as a quorum remainsin office.

(© The Board may hold its meetings either a the head office of the Corporation or at
any place within or outsde Canada as it may from time to time determine.

(d) Board meetings may be formdly cdled by the Chair, any three Directors, or by
resolution of the Council of Governors.

3.10 Notice of Board Meetings. Notice of the time and place of any meeting of the
Board shdl be teephoned or sent by eectronic means (including facsmile and e-mail) to each
Director not less than 2 days before the meseting is to take place or shdl be malled to each
Director not less than 14 days before the meeting is to take place. The datutory declaration of
the Chief Executive Officer or of any other person authorized to give notice of a meeting that
notice has been given pursuant to this By—-aw No. 1 shdl be sufficient and conclusve evidence
of the giving of such notice. The Board may appoint a day or days in any month or months for
regular meetings a an hour to be named and no notice need be sent of such regular meeting. A
meeting of the Board may dso be held, without notice, immediately following the fird generd
meseting of the Members and any subsequent annua meeting of the Membersin each year.

311 M eetings Without Notice. A mesting of the Board may be held a any time and
place without notice if al Directors are present, or if those who are not present, either before or
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after the meeting, waive notice or otherwise consent to such meeting being held, and a such
meeting any busness may be transacted which the Corporation, & a meeting of Directors, may
transact, provided that a quorum of the Board is present.

3.12 Adjourned Meetings. Notice of an adjourned meeting of the Board is not
required if the time and place of the adjourned meeting is announced &t the origind meeting.

3.13 Mesetings by Telephone. If dl the Directors of the Corporation consent thereto
generdly or in respect of a particular meeting, a Director may paticipate in a meeting of the
Board or of a committee of the Board by means of such conference telephone facilities as permit
al persons participating in the meeting to hear or otherwise communicate with each other, and a
Director participating in such a meeting by such means is deemed to be present at the meeting.
Quorum shal be established and votes shdl be recorded by voice or tdevisud identification of
each Director by aroll-cdl of Directors participating in the meeting.

The Boad may dso meet by any other eectronic means that permits each
Director to communicate adequately with each other, provided that the Board has passed a
reolution addressng the mechanics of holding such a mesting, including how security issues
should be handled, the procedure for establishing quorum and recording votes. Each Director
must have equal access to the specific means of communication to be used and each Director
must consent in advance to meeting by dectronic means usng the gpecific means of
communication proposed for the mesting.

3.14 Error or Omisson in Notice, Board. No error or omisson in giving notice of a
meeting of the Board or any adjourned meeting of the Board shdl invdidae such meeting or
invaidate or make void any proceedings taken or had thereat and any Drector may a any time
wave notice of any such meeting and may ratify, goprove and confirm any or al proceedings
taken or had thereat.

3.15 Chair. The Char or, in his absence, the Vice-Char, shdl act as char of al
mesetings of the Board. If no such person is present, the Directors present shall choose one of
their number to be chair of the mesting.

3.16 Voting. Subject to the Letters Patent and the By—laws, any question arisng a
any meeting of the Board shal be decided by a mgority of votes. Each Director is entitled to
exercise one vote. In the case of an equdity of votes, the chair of the meeting shdl not have a
second or cadting vote.  All votes a any such meeting shal be taken by a show of hands in the
usuad manner of assent or dissent. A declaration by the chair of the meeting that a resolution has
been carried and an entry to that effect in the minutes shall be admissble in evidence as prima
facie proof of the fact without proof of the number or proportion of the votes recorded n favour
of or agang such resolution.

3.17 Powers. The Board dhdl adminiger the affairs of the Corporaion in al things
and may make or cause to be made for the Corporation, in its name, any kind of contract which
the Corporation may lawfully enter into and, save as hereinafter provided, generdly, may
exercise al such powers and do dl such other acts and things as the Corporation, by its Letters
Patent or otherwise, is authorized to exercise and do. The Board may appoint such agents and
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engage such employees as it may deem necessary from time to time and such persons shdl have
such authority and shdl perform such duties as shdl be prescribed by the Board at the time of
such gppointment.

3.18 Committees. The Board may from time to time conditute such committee or
committees as it deems necessary, and for such purposes and with such powers as may be
prescribed by the Board. Any member of any such committee shdl be removable from such
committee a any time a the discretion of the Board. The members of any such committee or
committees shdl serve a the pleasure of the Board. Any such committee may formulate its own
rules of procedure subject to such regulations and/or directions as the Board may from time to
time make in respect thereof.

3.19 Declaration of Interest. It shdl be the duty of every Director who is in any way,
whether directly or indirectly, interested in a contract or arrangement or proposed contract or
arangement with the Corporation to declare such interest and to refrain from vaoting thereon in
accordance with the Act.

3.20 Remuneration of Independent Directors. Independent Directors shal be
entitled to receive such remuneration, if any, for acting as Directors as the Board may from time
to time determine.

3.21 Expenses. Directors shdl be entitted to be pad their reasonable expenses
properly incurred in the performance of ther duties including their travel and other expenses
properly incurred by them in attending meetings of the Board, of any committee thereof, or of
the Members, or otherwise properly incurred by them in connection with carying out the
activities of the Corporation.

3.22 Confidentiality. Each Director dhdl treet and keep as confidentid dl
information which he becomes possessed of in the course of the execution of the duties of his
office as a Director of the Corporation.

Article 4
OFFICERS

4.1 Officers. The Council of Governors shdl gppoint a Char and a Vice-Chair of the
Corporation and the Board shdl appoint a Chief Executive Officer. The Board may aso from
time to time create such other offices of the Corporation and gppoint such other individuas from
time to time to fill such offices including one or more assigants to any of the officars o
gopointed. The Board may specify the duties of dl officers and, in accordance with this By—law
and subject to the Act, may delegate to such officers powers to manage the business and affairs
of the Corporation. Subject to Section 4.4 hereof, an officer may, but need not, be a Director and
one person may hold more than one office.

4.2 Chair. The Chair shdl be chosen by the Council of Governors from among the
Independent Directors (but not, if any, a Professond Director) and shal be the Chair of the
Corporation. Subject to Section3.15, the Chair shdl act as the chair of dl meetings of the Board
and shal have such other powers and duties as the Board may determine. The Chair shdl
receive such remuneration as the Board may from time to time determine. The Chair shdl be the
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cugtodian of the sed of the Corporation, which the Chair shdl ddiver only when authorized by a
resolution of the Board to do so and to such person or persons as may be named in the resolution.

4.3 Vice-Chair. The Vice-Charr shdl be chosen by the Council of Governors from
among the Independent Directors and shdl have such powers and duties as the Council of
Governors may determine.

4.4 Chief Executive Officer. The Chief Executive Officer shdl be appointed by the
Board and shdl be the chief executive officer of the Corporation. Subject to the authority of the
Boad, the Chief Executive Officer shdl have generd supervison of the activities and affars of
the Corporation and such other powers and duties as the Board may specify. The Chief
Executive Officer shal not be amember of the Board.

4.5 Powers and Duties of Other Officers. The powers and duties of dl other
officers shdl be such asthe terms of their engagement cdl for or asthe Board may specify.

4.6 Variations of Powers and Duties. The Board may from time to time and subject
to the provisons of the Act, vary, add to or limit the powers and duties of any officer, other than
the Chair and the Vice-Chair.

4.7 Term of Office. The Boad, in its discretion, may remove any officer of the
Corporation (other than the Chair and the Vice-Char who shdl be removable by the Council of
Governors), without prgudice to such officer’s rights under any employment contract or in law.
Otherwise, each officer appointed by the Board shdl hold office until his successor is appointed,
or until his earlier resgnation.

4.8 Remuneration of Officers. The officers shdl be pad such remuneration for
thelir sarvices as the Board may from time to time determine.  They shdl dso be entitled to be
rembursed for their travel and other expenses properly incurred by them in the exercise of the
duties of their respective offices. The remuneration of any employees or agents shdl be such as
the terms of their engagement call for or as the Board may specify.

4.9 Agents and Attorneys. The Corporation, by or under the authority of the Board,
shdl have power from time to time to agppoint agents or atorneys for the Corporation in or
outdde Canada with such powers (including the power to sub—ddegate) of management,
adminigration or otherwise as may be thought fit by the Board.

Article 5
PROTECTION OF DIRECTORS AND OFFICERS

51 Limitation of Liability. No Director or officer of the Corporation shal be liable
for the acts, neglects or defaults of any other Director or officer or employee, or for joining in
any receipt or other act for conformity, or for any loss, damage or expense hgppening to the
Corporation through the insufficiency or deficiency of title to any property acquired by order of
the Board for or on behdf of the Corporaion, or for the insufficiency or deficency of any
security in or upon which any of the moneys of the Corporation shdl be invested, or for any loss
or damage aisgng from the bankruptcy, insolvency or tortious act of any person, firm or
corporation with whom or which any of the monies, securities or effects of the Corporation shall
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be lodged or deposited, or for any loss occasioned by any error of judgment or oversight on his
part, or for any other loss, damage or misfortune whatever which may happen in the execution of
the duties of his office or in reation thereto unless the same are occasoned by his own willful
neglect or defaullt.

5.2 Indemnity. Every Director and officer of the Corporaion and his hers
executors, adminigrators, and estate and effects, repectively, shal from time to time and at dl
times, be indemnified and saved harmless out of the funds of the Corporation, from and againgt:

@ al cods, charges and expenses whatsoever that such Director or officer sustains
or incurs in or about any action, suit or proceeding that is brought, commenced or
prosecuted against him or her, for or in respect of any act, deed, matter or thing
whatever, made, done or permitted by him or her, in or about the execution of the
duties of hisoffice; and

(b) dl other codts, charges and expenses that he sustains or incurs, in or about or in
relation to the affairs of the Corporetion;

except such cogts, charges or expenses as are occasioned by his own willful neglect or default.

5.3 Expenses Paid in Advance. Expensss incurred in defending a civil or crimind
action, suit or proceeding may be paid by the Corporation in advance of the finad disposition of
the action, suit or proceeding as authorized by the Board in the specific case upon receipt of an
undertaking by or on behaf of the Director, officer, employee or agent to repay such amount
unlessit shdl ultimatdy be determined that he is entitled to be indemnified by the Corporation.

54 Other Remedies Available. The indemnification provided by this Article 5 shall
not be deemed exclusve of any other rights to which a person seeking indemnification may be
entitted under the Letters Patent or By-laws or any agreement, vote of the Members or
disnterested Directors or otherwise, both as to action in his officid capacity and as to action in
another capacity while holding any office with the Corporation, and shal continue as to a person
who has ceased to be a Director, officer, employee or agent and shdl inure to the benefit of the
heirs, executors and administrators of such a person.

55 Insurance. The Board may purchase such directors and officers insurance or
any other insurance as it deems necessary or advisable to be pad for out of the funds of the
Corporation.

Article 6
EXECUTION OF DEEDS AND BANKING

6.1 Signatories. The following are the only persons authorized to sign any document
on behdf of the Corporation, other than in the usud and ordinary course of the Corporation’s
busness

@ any person or persons appointed by resolution of the Board to dgn a specific
document, that type of document, or generaly on behdf of the Corporation; or



-12 -

(b) the Chair together with any other Director.
Any document so sSigned may, but need not, have the corporate sed applied.

6.2 Facsmile Signatures. The sgnaure of any person authorized to sgn on behdf
of the Corporation, may, if specifically authorized by resolution of the Board, be written, printed,
damped, engraved, lithographed or otherwise mechanically reproduced. Anything so sgned
ghall be as vdid as if it had been sgned manudly, even if that person has ceased to hold office
when anything so signed isissued or delivered, until revoked by resolution of the Board.

6.3 Banking. The banking business of the Corporation shdl be transacted with such
banks, trust companies or other financid inditutions as may from time to time be desgnated by
or under the authority of the Board. Such banking business or any part of it shdl be transacted
under such agreements, ingructions and delegations of powers as the Board may, from time to
time, prescribe or authorize.

Article7
MEMBERS

7.1 Membership Classes. There shdl be two classes of Members in the Corporation,
namely, the Council of Governors and the Industry Members.

7.2 Withdrawal. Members may withdraw from the Corporation by ddivering to the
Corporation a redgnaion in writing, which shdl be effective upon acceptance thereof by the
Board.

Article 8
COUNCIL OF GOVERNORS

8.1 Council of Governors. The Council of Governors shdl conss o 5 Governors in
number and shdl be comprised of the individuds who hold the following offices and/or
gopointments:

(@  thePresident of CICA;

(b) the Superintendent of Financid Inditutions of Canada;
(© the Chair of the OSC;

(d) the Chair of the CVMQ; and

(e the Char of the Canadian Securities Adminigtrators, except where such individud
is dso the Chair of the OSC or Chair of the CVMQ, in which casge, the Canadian
Securities Adminigtrators shal sdlect the fifth Governor.

8.2 Voting. Each Governor shdl have the right to notice of, and attendance &, dl
meetings of the Members. Subject to the provisons, if any, contained in the Letters Patent, each
Governor shdl, a dl meetings of the Council of Governors, be entitled to one vote in respect of
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any matter on which such Governor is entitled to vote in accordance with the provisons of the
Letters Patent and this By-law No. 1 including, without limitation, the right to vote on proposed
amendments to the By-laws the sole right to vote for the appointment of the Independent
Directors and the sole right to gppoint the Chair and the Vice-Chair of the Corporation. Except
as aforesaid, the Governors shal have no other voting rights as Members of the Corporation.

8.3 Annual and Special General M eetings.

@ An annud meeting of the Council of Governors shdl be hdd not laer than 18
months after the incorporation of the Corporation and theresfter, at least once in
every cdendar year and not more than 15 months &fter the holding of the last
preceding annud meeting. At every annud meeting, in addition to any other
business that may be transacted:

0] the financial statements and the report of the auditors shal be presented to
the Council of Governors, and

(i) Directors shal be dected by the Council of Governors in accordance with
the provisons set out in this By-law No. 1.

(b) The Chair of the Council of Governors, or any 2 Governors, shal have the power
to cal, a any time, any meeting of the Council of Governors.

84 Notice of Council of Governors Meetings. Notice of the time and place of any
meeting of the Council of Governors shal be teephoned or sent by dectronic means (including
facamile and email) to each Governor not less than 2 days before the meeting is to take dace or
shal be maled to each Governor not less than 14 days before the meeting is to take place.
Notice of a specid generd meeting of the Council of Governors shdl dae the naure of the
business to be transacted thereat in sufficient detail to permit the Council of Governors to form a
reasoned judgment thereon. The dtautory declaration of the Chief Executive Officer or of any
other person authorized to give notice of a meeting that notice has been given pursuant to this
By-awv No. 1 shdl be sufficent and conclusve evidence of the giving of such notice The
auditor of the Corporation is entitled to receive dl notices and other communications relating to
any meetings of the Members.

8.5 Meetings Without Notice. A meeting of the Council of Governors may be held
a any time and place without notice if dl Governors are present and waive notice or otherwise
consent to such meeting being held, and a such meeting any business may be transacted which
the Governors may transact.

8.6 Meetings by Telephone. If dl the Governors of the Corporation consent thereto
generdly or in respect of a paticular meeting, a Governor may participate in any annud or
speciad generd meeting or any adjourned meeting of the members of the Corporation by such
conference telephone facilities as permit dl persons paticipating in the meeting to hear or
otherwise communicate with each other, and a Governor participating in such a meeting by such
means is deemed to be present a the meeting. Any such consent shdl be effective whether given
before or after the meeting to which it reaes and may be given with respect to al meetings of
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the Members. Quorum shal be established and votes shdl be recorded by voice or televisua
identification of each Governor by aroll-cal of Governors participating in the meeting.

The Governors may aso meet by any other dectronic means that permits each
Governor to communicate adequately with each other, provided that the Board has passed a
resolution addressng the mechanics of holding such a mesting, induding how security issues
should be handled, the procedure for establishing quorum and recording votes. Each Governor
must have equal access to the specific means of communication to be used and each Governor
must consent in advace to meeting by dectronic means udng the gpecific means of
communication proposed for the meeting.

8.7 Chair of COG. The Council of Governors shdl sdect from among themsdves a
Governor to act as the chair of al meetings of the Council of Governors (the “COG Chair”). If
the COG Chair is not present within fifteen minutes from the time fixed for holding the mesting,
the Governors shal choose some person, who need not be a Governor, to be the chair of the
meeting. The Governors shal aso appoint some person, who need not be a Governor, to act as
secretary of the meeting.

8.8 Persons Entitled to be Present. The only persons entitled to attend at meetings
of the Council of Governors shdl be the Governors, a secretary for the meeting and the auditor
of the Corporation and others who, dthough not entitled to vote, are entitled or required under
any provison of the Act, the Letters Patent or the By—laws to be present a the meeting. Any
other persons may be admitted only on the invitation of the char of the meeting or with the
consent of the meeting.

8.9 Error or Omisson in Notice. No eror or omisson in giving notice of any
meeting or any adjourned mesting of the Council of Governors shdl invaidate such mesting or
make void any resolutions passed or proceedings taken thereat and the Governors may a any
time wave notice of aty such meeting and may rdify, goprove and confirm any or dl
proceedings taken or had therest.

8.10 Adjournments. Any meeting of the Council of Governors may be adjourned to
any time and from time to time and such busness may be transacted a such adjourned meseting
as might have been transacted at the origind meeting from which such adjournment took place.
No notice shdl be required of any such adjournment. Such adjournment may be made
notwithstanding that no quorum is present.

8.11 Quorum. The presence of not fewer than 3 Governors shdl be necessary for the
transaction of business a any mesting of the Council of Governors.

8.12 Show of Hands. Any quesion & a Council of Governor's meeting may be
decided by a show of hands. Whenever a vote by show of hands shdl have been taken upon a
question, a declaration by the chair of the meseting that the vote upon a question has been carried
or not carried and an entry to that effect in the minutes of the meeting shdl be prima facie
evidence of the fact.
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8.13 Casting Vote. In the event of an equdity of votes on any question before a
meseting of the Council of Governors, the char of the meeting shal not have asecond or casting
vote.

8.14 Location of Meetings. The Council of Governors may hold its meetings either at
the head office of the Corporation or at any place within or outsde Canada as they may from
time to time determine.

Article 9
INDUSTRY MEMBERS

9.1 Industry Members. Industry Members shal be comprised of a representative of
each of the 10 provincid Inditutes’Ordre of Chartered Accountants which are, hereby, admitted
as Industry Members of the Corporation. Subject to a future by-law amendment, the Board will
evduate how and when to extend digibility for membership as an Industry Member to a wider
group. In s0 doing, the Boad may edtablish criteria for such admisson incuding, without
limitation:

@ the number or market capitdization of public companies audited by the firms for
which the prospective Industry Member has jurisdiction;

(b) the disciplinary process of such progpective Industry Member, if any;

(© the code of ethics (including auditor independence requirements) implemented by
such prospective Industry Member, if any; and

(d) such other criteria as the Board seesfit.

9.2 Voting. Industry Members shdl have the right to notice of, and atendance at, al
mesetings of the Industry Members and shdl a dl meetings of the Indusiry Members, be entitled
to one vote in respect of any matter on which an Industry Member is entitled to vote in
accordance with the provisons of this By-lav No. 1.  Without limiting the generdity of the
foregoing, the Industry Members shdl have the sole right to vote for the agppointment of the
auditors of the Corporation and for the gppointment of the Ex-Officio Director referred to in
Subsection 3.2(b) of this By-law No. 1, and shal dso have the right to vote on amendments to
the Letters Patent or the By-laws of the Corporation, and in respect of any matter which, at law,
under the Act, the Letters Patent or the By-laws require or contemplate an approva or
authorization of the members of the Corporation.

9.3 Voting by Proxy. Every Industry Member entitled to vote at a meeting of the
Industry Members may appoint a proxyholder, or one or more dternate proxyholders, to attend
and act as its representative at the meeting in the manner and to the extent authorized and with
the authority conferred by the proxy. A proxy shdl be in writing and executed by the Industry
Member or its attorney. Any such proxyholder or representative need not be an Industry
Member.
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94 Annual and Special General Meetings.

@ An annud mesting of the Industry Members shdl be held not later than 18
months after the incorporation of the Corporation and theresfter, a least once in
every cdendar year and not more than 15 months after the holding of the last
preceding annud meeting. At every annud meeting, in addition to any other
business that may be transacted:

0] the financia statements and the report of the auditors shdl be presented to
the Industry Members, and

(i) auditors shdl be gppointed by the Industry Members for the ensuing year
and the remuneration of the auditors shdl be fixed or the Board shdl be
authorized to fix such remuneration.

(© () The Board; or

(i) the greater of (A) two Industry Members and (B) 10% of the Industry
Members,

shdl have the power to cdl, a any time, any meeting of the Industry Members.

9.5 Notice of Industry Members Meetings. Notice of the time and place of any
meeting of the Indusry Members shdl be telephoned or sent by dectronic means (including
facamile and e-mail) to each Industry Member not less than 20 days before the meeting is to
take place or shdl be mailed to each Indusiry Member not less than 20 days before the meseting is
to take place. Notice of a specid general meeting of the Industry Members shdl date the nature
of the busness to be transacted thereat in sufficient detail to permit the Industry Members to
form a reasoned judgment thereon and shdl have atached thereto a form of proxy. The Sautory
declaration of the Chief Executive Officer or of any person authorized to give notice of a
meeting that notice has been given pursuant to this By-lav No. 1 shdl be sufficient and
conclusive evidence of the giving of such notice.

9.6 Meetings by Telephone. If dl the Industry Members of the Corporation consent
thereto generdly or in respect of a particular meeting, an Industry Member may paticipate in
ay anua or specid gened meding or any adjourned meeting of the members of the
Corporation by such conference telephone facilities as permit dl persons participating in the
megting to hear or othewise communicate with esch other, and an Industry Member
participating in such a meeting by such means is deemed to be present a the meeting. Any such
consent shdl be effective whether given before or after the meeting to which it rdlates and may
be given with respect to al meetings of the Members. Quorum shall be established and votes
shdl be recorded by voice or tdevisud identification of each Industry Member by a roll-cdl of
Industry Members participating in the meeting.

The Industry Members may aso meet by any other dectronic means that permits
each Industry Member to communicate adequately with each other, provided that the Board has
pased a resolution addressng the mechanics of holding such a meeting, including how security
issues should be handled, the procedure for establishing quorum and recording votes. Each
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Industry Member must have equa access to the specific means of communication to be used and
eech Industry Member must consent in advance to meeting by dectronic means usng the
specific means of communication proposed for the meeting.

9.7 Meetings Without Notice. A meeting of the Industry Members may be held at
any time and place without notice if dl Industry Members are present and wave notice or
otherwise consent to such mesting being hdd, and a such medting any busness may be
transacted which the Industry Members may transact.

9.8 Chair. The Chair or, in his absence, the Vice-Char, shdl be the char of dl
mestings of the Industry Members. If no such officer be present within fifteen minutes from the
time fixed for holding the meeting, the Industry Members shal choose some person, who need
not be an Industry Member, to be the chair of the meeting. If the Secretary of the Corporation is
absent or if he shdl be presding as the char of the meeting in the absence of the Chair, the
Industry Members shall aso appoint some person, who need not be an Industry Member, to act
as secretary of the mesting.

9.9 Persons Entitled to be Present. The only persons entitled to attend Industry
Members mestings shdl be the Indusiry Members, any person holding a proxy duly executed in
accordance with Section 9.3, the Chair, a secretary for the meeting and the auditor of the
Corporation and others who, dthough not entitled to vote, are entitled or required under any
provison of the Act or the Letters Patent or By—laws to be present at the meeting. Any other
persons may be admitted only on the invitation of the char of the meeting or with the consent of
the meeting.

9.10 Error or Omisson in Notice. No eror or omisson in giving notice of any
meeting or any adjourned mesdting of the Industry Members shdl invdidate such mesting or
make void any resolutions passed or proceedings taken thereat and the Industry Members may at
any time wave notice of any such meeting and may ratify, gpprove and confirm any or dl
proceedings taken or had therest.

911 Adjournments. Any mesting of the Industry Members may be adjourned to any
time and from time to time and such business may be transacted a such adjourned meeting as
might have been transacted a the origind meeting from which such adjournment took place. No
notice shdl be required of any such adjournment.  Such adjournment may be made
notwithstanding that no quorum is present.

9.12 Quorum. The presence of not less than a mgority of the Industry Members, in
person or represented by proxy, shal be necessary for the transaction of business & any meeting
of the Industry Members.

9.13 Show of Hands. Any question a an Industry Members meeting may be decided
by a show of hands. Whenever a vote by show of hands shal have been taken upon a question, a
declaration by the chair of the meeting that the vote upon a question has been carried or not
caried and an entry to that effect in the minutes of the meeting shdl be prima facie evidence of
the fact.
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9.14 Casting Vote. In the event of an equdity of votes on any question before a
meseting of Industry Members, the chair of the meeting shal not have a second or cagting vote.

9.15 Location of Meetings. The Indusry Members may hold their meetings ether at
the head office of the Corporation or at any place within or outsde Canada as they may from
time to time determine.

Article 10
AUDITOR

10.1 Auditor.

@ At the firda meeting of the Industry Members following incorporion, the
Industry Members shdl gppoint one or more auditors to audit the financid
gsatements of the Corporation, and to report thereon a each annua mesting of the
Industry Members, and if the Industry Members fal to do so, the Board shdl
forthwith make such agppointment.  Such auditors shdl hold office until the close
of the fird annud meeting and thereefter, the Industry Members, a each annud
meseting, shdl gppoint an auditor or firm of auditors to hold office until the close
of the next annua mesting of the Indusiry Members, and, if an gppointment is not
0 made, the auditor in office will continue in office untl a succesor is
gopointed. The Board may fill any casud vacancy in the office of auditor, but
while any vacancy continues, the surviving or continuing auditor, if any, may act.
A person other than a retiring auditor is not capable of being gppointed auditor a
such ameeting unless the notice requirements of the Act have been met.

(b) The auditor shdl not be a director, officer or employee of the Corporation or an
affiliated corporation unless dl of the Industry Members have unanimoudy
consented thereto.

10.2 Remuneration. The remuneration of an auditor gppointed by the Industry
Members shdl be fixed by the Industry Members or by the Board if it is authorized to do so by
the Industry Members, and the remuneration of an auditor gppointed by the Board shdl be fixed
by the Board.

Article 11
PARTICIPATING AUDIT FIRMS

111 Eligibility. Subject to Section 11.2 hereof, al accountants and accounting firms
that are authorized to audit public companies in Canada shdl be digible to paticipate in the
Program.

11.2 Trangtional Eligibility. The Board may, until December 31, 2005, restrict the
number of firms digible to paticipate in the Program in accordance with criteria to be
established by the Board from time to time.
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11.3 Rules and Regulations.

@ The Board may prescribe rules and regulaions respecting participation by PAFs
in the Program, and may amend such Rules and Regulaions as it may see fit from
timeto time.

(b) The Board shdl not prescribe new Rules and Regulations in find form and shdl
not make any materid amendments to any, exising Rules and Regulations unless
and until it has given not less than 60 days prior written notice of such new Rules
and Regulations contemporaneoudly to:

() al Members and PAFs, and
(i)  thepublicinaform to be determined by the Board;

(© The Boad shdl edablish the initid Rules and Regulations by December 31,
2004.

114 Application Process.

@ Any audit firm seeking to paticipae in the Program shdl demondrate its
auitability for participation in an gpplication, which shdl be in such form and
contain such information as the Board may from time to time prescribe.

(b) In connection with reviewing an applicant’'s gpplication, the Corporation may
examine the books and records of the applicant and make copies thereof, and take
such evidence as may be desrable or agppropriate to ascertain relevant facts
bearing upon the applicant’'s qudifications ad the veracity of the information
contained in the gpplicant’s application.

115 Participation Agreement. Upon the approvd of an gpplicant’s gpplication, the
goplicant shdl sgn a Participation Agreement agreeing to abide by dl of the provisons of the
By-laws and Rules and Regulations of the Corporation pertaining to participation in the Program.

116 Register of Firms. The Corporation shdl mantan a regiser of dl audit firms
which are participants in the Program. Such regiger shal be made accessible to the public in a
form to be determined by the Board.

11.7 Continuing Qualifications. Each PAF shdl comply with dl By-laws and Rules
and Regulations, shdl co-operate with the Corporation, and shal comply with any sanctions and
restrictions that may be imposed by the Board.

11.8 Termination of Participant Status. The participant status of a PAF may be
terminated upon resolution of the Board:

@ by submisson by the PAF to the Corporation of a resignation which is accepted
by the Board; or
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for falure of the PAF to adhere to the requirements for participation in the
Program, after following the appropriate procedure established by the Board from
time to time with respect thereto.

Reingatement of Participant Status. Where an audit firm has had its

participant status terminated, the firm may be reingtated:

@

(b)

121

@
(b)
(©
(d)

C)

(f)

12.2

by complying with the admisson requirements, if termination occurred by
resgnetion; or

by complying with the admisson requirements for new firms and obtaning the
approval of the Board, if termination was imposed pursuant to Section 11.8
above.

Article 12
BORROWING

Borrowing. The Board may from timeto time:
borrow money upon the credit of the Corporation;
limit or increase the amount to be borrowed;

issue debentures or other securities of the Corporation;

pledge or sdll such debentures or other securities for such sums and at such prices
as may be deemed expedient;

secure any such debentures, or other securities, or any other present or future
borrowing or liability of the Corporation, by mortgage, hypothec, charge or
pledge of al or any currently owned or subsequently acquired red and persond,
movable and immovable, property of the Corporation, and the undertaking and
rights of the Corporation; and

delegate to such one or more of the Directors or officers of the Corporation as
may be desgnated by the Board dl or any of the powers conferred by the
foregoing paragraphs (a), (b), (¢), (d) and (e) of this Section 12.1 of this By-aw
No. 1 to such extent and in such manner as the Board shdl determine & the time
of each delegation.

Arrangements for Borrowing. From time to time, the Board may authorize any

Director or officer of the Corporation to make arrangements with reference to the monies
borrowed or to be borrowed as aforesaid and as to the terms and conditions of the loan thereof,
and as to the security to be given therefor, with power to vary or modify such arrangements,
terms and conditions and to give such additional security for any monies borrowed or remaning
due by the Corporation as the Board may authorize, and generdly to manage, transact and settle
the borrowing of money by the Corporation.
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Article 13
NOTICE

131 Procedure for Sending Notices. Notice shadl be deemed to have been
aufficiently sent to a Member, a Director or a PAF if sent in writing to the address of the
addressee on the books and records of the Corporation and deivered in person, sent by prepad
fird cass mal or sent by any dectronic means of sending messages (including facamile or e
mail. Notice shdl not be sent by mall if there is any generd interruption of postal services in the
municipdity from which or to which it is maled. Each notice 0 sent shdl be deemed to have
been received on the day it was delivered or sent by eectronic means or on the fifth day after it
was mailed. A notice shdl be deemed to be properly given to a PAF if it is given in the manner
provided in this Section 13.1 to any individud who is a partner, officer or employee of such
PAF.

13.2 Undelivered Notices. If any notice given to any Member, Director or PAF
pursuant to Section 13.1 hereof is returned on two consecutive occasions because the addressee
cannot be found, the Corporation shall not be required to give any further notice to the addressee
until the Corporation is informed in writing of the new address of such Member, Director or
PAF.

13.3 Computation of Time. In computing the date when notice must be given under
any provison requiring a specified number of days notice of any meeting or other event, the
date of giving the notice shdl be excluded and the date of the meeting or other event shdl be
included.

134 Waiver of Notice. Any of the Members, Directors, PAFs, officers and the
auditor may waive any notice required to be given to him under any provison of the Act, the
Letters Patent, this By—-law No. 1 or otherwise and such waiver, whether given before or after the
meeting or other event of which notice is required to be given, shdl cure any default in giving
such notice.

WITNESS the corporate sedl of the Corporation as of the <*> day of <*>, 2003.

Char

c/s

Vice Char
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AND AS REGARDS Article 12 of this By-law No. 1, unanimoudy passed by the Directors and
sedled with the corporate sed of the Corporation as of the <*> day of <*>, 2003.

Char

c/s

Vice Char

Unanimoudy approved, sanctioned and confirmed by the Council of Governors on the <*> day
of £*>, 2003.

c/s

Chair

Unanimoudy approved, sanctioned and confirmed by the Industry Members on the <*> day of
<*> 2003.

c/s

Chair



