DIRECTOR INDEPENDENCE

A.

INDEPENDENCE STANDARDS

The following standards of director independence have been adopted by the Board of Directors of Encana
Corporation (the “Corporation”) based on criteria of the Listing Standards of the New York Stock Exchange
(“NYSE”), U.S. Securities and Exchange Commission and the Canadian Securities Administrator (“CSA”)
in National Instrument 58-101 Disclosure of Corporate Governance Practices and National Instrument 52110 Audit Committee:
NYSE Independence Standards
No director qualifies as “independent” unless the board of directors affirmatively determines that the director
has no material relationship with the Corporation (either directly or as a partner, shareholder or officer of
an organization that has a relationship with the Corporation).
1.

2.

In addition, a director is not independent if:
(i)

the director is, or has been within the last three years, an employee of the Corporation, or
an immediate family member is, or has been within the last three years, an executive officer
of the Corporation;

(ii)

the director has received, or has an immediate family member who has received, during
any twelve-month period within the last three years, more than US$120,000 in direct
compensation from the Corporation, other than director and committee fees and pension
or other forms of deferred compensation for prior service (provided such compensation is
not contingent in any way on continued service);

(iii)

(a) the director is a current partner or employee of the internal or external auditor of the
Corporation, (b) the director has an immediate family member who is a current partner of
such auditors, (c) the director has an immediate family member who is a current employee
of such auditors and personally works on the Corporation’s audit, or (d) the director or an
immediate family member was within the last three years a partner or employee of such
auditors and personally worked on the Corporation’s audit within that time;

(iv)

the director or an immediate family member is, or has been within the last three years,
employed as an executive officer of another company where any of the Corporation’s
present executive officers at the same time serves or served on that company’s
compensation committee; or

(v)

the director is a current employee, or an immediate family member is a current executive
officer, of a company that has made payments to, or received payments from, the
Corporation for property or services in an amount which, in any of the last three fiscal years,
exceeds the greater of US$1 million or 2% of such other company’s consolidated gross
revenues.

For the purposes of these independence standards, an “immediate family member” includes a
person’s spouse, parents, children, siblings, mothers and fathers-in-law, sons and daughters-inlaw, brothers and sisters-in-law, and anyone (other than domestic employees) who shares such
person’s home. When applying the look-back provisions, the board need not consider individuals
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who are no longer immediate family members as a result of legal separation or divorce, or those
who have died or become incapacitated.
3.

The board will broadly consider all relevant facts and circumstances that might signal potential
conflicts of interest or that might bear on the materiality of a director’s relationship to the Corporation
or any of its consolidated subsidiaries. In particular, when assessing the materiality of a director’s
relationship with the Corporation, the board will consider the issue not merely from the standpoint
of the director, but also from that of persons or organizations with which the director has an
affiliation. Material relationships can include commercial, industrial, banking, consulting, legal,
accounting, charitable and familial relationships, among others. However, ownership of even a
significant amount of stock, by itself, is not a bar to an independence finding.

Additional Independence Standards for Audit Committee Members
In addition to the foregoing independence standards, the members of the Audit Committee must satisfy the
audit committee independence requirements prescribed by Section 10A(m)(3) and Rule 10A-3(b)(1) of the
U.S. Securities Exchange Act of 1934, as amended. In particular:
1.

each member of the Audit Committee shall be a member of the board and shall otherwise be
independent; and

2.

in order to be considered to be independent for the aforementioned purposes, a member of the
Audit Committee may not, other than in his or her capacity as a member of the Audit Committee,
the board, or any other board committee:


accept, directly or indirectly, any consulting, advisory, or other compensatory fee from the
Corporation or any subsidiary thereof, provided that, unless the rules of the NYSE provide
otherwise, compensatory fees do not include the receipt of fixed amounts of compensation
under a retirement plan (including deferred compensation) for prior service with the Corporation
(provided that such compensation is not contingent in any way on continued service); or



be an affiliated person of the Corporation or any subsidiary thereof.

Note: An “affiliated person” is someone who directly, or indirectly through one or more intermediaries,
controls, or is controlled by, or is under common control with, the Corporation, including a significant
shareholder. A person who is neither an executive officer nor a shareholder owning, directly or indirectly,
more than 10% or more of any class of voting equity securities of the Corporation will be deemed not to be
in control of the Corporation.
National Instrument 58-101 Disclosure of Governance Practices
1.

A member of the Corporation’s board is independent if the member has no direct or indirect material
relationship with the Corporation.

2.

For the purposes of item 1, a material relationship means a relationship which could, in the view of
the Corporation’s board, be reasonably expected to interfere with the exercise of a member’s
independent judgment.

3.

Despite item 2, the following individuals are considered to have a material relationship with the
Corporation:
(a)

an individual who is, or who has been within the last three years, an employee or executive
officer of the Corporation;
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(b)

an individual whose immediate family member is, or has been within the last three years,
an executive officer of the Corporation;

(c)

an individual who is a partner of, or employed by, the internal or external auditor of the
Corporation, or was within the last three years a partner or employee of such auditors and
personally worked on the Corporation’s audit within that time;

(d)

an individual whose spouse, minor child or stepchild, or child or stepchild who shares a
home with the individual, is a partner of the Corporation’s internal or external auditor, an
employee of such auditors and participates in its audit, assurance or tax compliance (but
not tax planning) practice, or was within the last three years a partner or employee of such
auditors and personally worked on the Corporation’s audit within that time;

(e)

an individual who is, or has been within the last three years, or whose immediate family
member is or has been within the last three years, an executive officer of an entity if any of
the Corporation’s current executive officers serves or served at the same time on the
entity’s compensation committee; and

(f)

an individual who received, or whose immediate family member who is employed as an
executive officer of the Corporation received, more than $75,000 in direct compensation
from the Corporation during any 12 month period within the last three years.

4.

Despite item 3, an individual will not be considered to have a material relationship with the
Corporation solely because (a) he or she had a relationship identified in item 3 if that relationship
ended before March 30, 2004, or (b) he or she had a relationship identified in item 3 by virtue of
item 8 if that relationship ended before June 30, 2005.

5.

For the purposes of items 3(c) and 3(d), a partner does not include a fixed income partner whose
interest in the firm that is the internal or external auditor is limited to the receipt of fixed amounts of
compensation (including deferred compensation) for prior service with that firm if the compensation
is not contingent in any way on continued service.

6.

For the purpose of item 3(f), direct compensation does not include: (a) remuneration for acting as
a member of the board of directors or of any board committee of the Corporation; and (b) the receipt
of fixed amounts of compensation under a retirement plan (including deferred compensation) for
prior service with the Corporation if the compensation is not contingent in any way on continued
service.

7.

Despite item 3, a person will not be considered to have a material relationship with the Corporation
solely because the individual or his or her immediate family member:
(a)

has previously acted as an interim chief executive officer of the Corporation; or

(b)

acts, or has previously acted, as a chair or vice chair of the board of directors or of any
board committee of the Corporation on a part-time basis.

8.

For the purpose of the foregoing items 1 through 7, the Corporation includes a subsidiary entity of
the Corporation.

9.

For the purposes of the foregoing independence determination, the term “immediate family
member” means an individual’s spouse, parent, child, sibling, mother or father-in-law, son or
daughter-in-law, brother or sister-in-law, and anyone (other than an employee of either the
individual or the individual’s immediate family member) who shares the individual’s home.
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National Instrument 52-110 Audit Committees
1.

2.

B.

In addition to the foregoing, the members of the Audit Committee are considered to have a material
relationship with the Corporation if:
(a)

the member has a relationship with the Corporation pursuant to which the individual
accepts, directly or indirectly, any consulting, advisory or other compensatory fee from the
Corporation or any subsidiary entity of the Corporation, other than as remuneration for
acting in his or her capacity as a member of the board of directors or any board committee,
or as a part-time chair or vice chair of the board or any board committee; or

(b)

the member is an affiliated entity of the Corporation or any of its subsidiary entities.

For the purposes of the foregoing:
(c)

compensatory fees do not include the receipt of fixed amounts of compensation under a
retirement plan (including deferred compensation) for prior service with the Corporation if
the compensation is not contingent in any way on continued service;

(d)

the indirect acceptance by an individual of any consulting, advisory or other compensatory
fee includes acceptance of a fee by:
(i)

an individual’s spouse, minor child or stepchild, or a child or stepchild who shares
the individual’s home; or

(ii)

an entity in which such individual is a partner, member, an officer such as a
managing director occupying a comparable position or executive officer, or
occupies a similar position (except limited partners, non-managing members and
those occupying similar positions who, in each case, have no active role in
providing services to the entity) and which provides accounting, consulting, legal,
investment banking or financial advisory services to the Corporation or any
subsidiary entity of the Corporation.

BOARD DETERMINATION OF DIRECTOR INDEPENDENCE

The Corporation’s Board of Directors has determined that each director, except Mr. Suttles, is independent
of the Corporation in accordance with the NYSE Independence Standards and National Instrument 58-101
Disclosure of Governance Practices, and that each member of the Audit Committee meets the additional
independence standards established for audit committee members under Section 10A(m)(3) and Rule 10A3(b)(1) of the Securities Exchange Act of 1934, as amended, and National Instrument 52-110 Audit
Committees. Mr. Suttles is not independent by virtue of the fact that he is President & Chief Executive
Officer of the Corporation.

