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TERMS OF REFERENCE

BOARD OF DIRECTORS

Roles and Responsibilities

The principal role of the Board of Directors (the “Board”) is stewardship of the Company with the
creation of shareholder value, including the protection and enhancement of the value of its assets, as the
fundamental objective. The stewardship responsibility means that the Board oversees the conduct of the
business and management, which is responsible for the day-to-day conduct of the business. The Board
must assess and ensure systems are in place to manage the risks of the Company's business with the
objective of preserving the Company's assets. The Board, through the Chief Executive Officer ("CEQ"),
sets the attitude and disposition of the Company towards compliance with applicable laws, environmental,
safety and health policies, financial practices and reporting. In addition to its primary accountability to
shareholders, the Board is also accountable to employees, government authorities, other stakeholders and
the public.

A. Primary Responsibilities

The principal responsibilities of the Board required to ensure the overall stewardship of the Company are
as follows:

1. the Board must ensure that there are long-term goals and a strategic planning process in place.
The CEO, with the approval of the Board, must establish long-term goals for the Company. The
CEO formulates the Company's strategy, policies and proposed actions and presents them to the
Board for approval. The Board brings objectivity and judgment to this process. The Board
ultimately approves, on an annual basis, the strategic plan which takes into account, among other
things, the opportunities and risks of the Company's business;

2. the Board must identify and have an understanding of the principal risks associated with the
Company's businesses, and must ensure that appropriate systems are in place which effectively
monitor and manage those risks;

3. the Board must ensure that processes are in place to enable it to monitor and measure
management's, and in particular the CEO's, performance in achieving the Company's stated
objectives. These processes should include appropriate training, development and succession
planning of management;

4. the Board must approve the CEO’s compensation;

5. the Board shall satisfy itself as to the business and professional integrity of the CEO and other
executive officers and that the CEO and other executive officers create a culture of integrity
throughout the Company;

6. the Board must ensure that the necessary internal controls and management systems are in place
that effectively monitor the Company's operations and ensure compliance with applicable laws,
regulations and policies;
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the Board must monitor compliance with the Company's Policy on Business Conduct and Ethics;

the Board must ensure that processes are in place to properly oversee Company sponsored
pension plans; and

the Board must ensure the Company has a communications program in place which effectively
communicates with and receives feedback from shareholders. The Board must also ensure that the
Company has appropriate processes in place to effectively communicate with employees,
government authorities, other stakeholders and the public.

Non-Delegable Responsibilities

Pursuant to the Canada Business Corporations Act (the "Act"), various matters are considered of such
importance so as to warrant the attention of all Directors and, accordingly, the Act prescribes that such
matters either cannot be delegated or may only be delegated in a qualified or partial manner:

1.

2.

10.

11.

the submission of items to shareholders for their approval,

the filling of a vacancy among the directors or in the office of auditor;

the appointment of additional directors;

the issue of securities;

the declaration of dividends;

the purchase, redemption or other acquisition of the Company's own shares;

the payment of certain commissions prescribed by the Act;

the approval of a management proxy circular;

the approval of annual financial statements;

the adoption, amendment or repeal of by-laws; and

the review and approval of

(a)

(b)

(©)
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the content and filing of the Company’s statement of reserves data and other oil and gas
information;

the filing of the report on reserves data by the Company's Qualified Reserves Evaluator
or Auditor; and

the content and filing of the Company’s report of management and directors on oil and
gas disclosure.
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Typical Board Matters

The following is not an exhaustive list but typifies matters generally considered by the Board in fulfilling
its responsibility for stewardship of the Company. The Board may determine it appropriate to delegate
certain of these matters to committees of the Board:

1.

2.

10.

11.

12.

13.

14.

15.

16.

appointment of officers, other than executive officers;

considering the appropriate size of the Board, with a view to facilitating effective
decision-making;

adopting a process to consider and assess the competencies and skills of each Board member and
the Board as a whole;

determining the remuneration of directors and auditors;
reviewing and recommending to shareholders, changes to capital structure;

approving the Company's long term strategy and the annual capital expenditure plan of the
Company and its subsidiaries and where appropriate any supplementary capital plan;

approving banking, borrowing and investment policies;
determining dividend policy;

developing the Company's approach to corporate governance including, without limitation,
developing a set of corporate governance principles and guidelines;

approving the holding, location and date of meetings of shareholders;

appointing members to committees of the Board of Directors and approving terms of reference
for and the matters to be delegated to such committees;

granting any waivers from the Company's Policy on Business Conduct and Ethics for the benefit
of the Company's directors or executive officers;

granting and delegating authority to designated officers and employees including the authority to
commit capital, open bank accounts, sign bank requisitions and sign contracts, documents and
instruments in writing;

determining the number of directors and recommending nominees for election by the
shareholders;

approving amendments to the Company's Employee Savings Plan, Employee Stock Option Plan,
Director Stock Option Plan, employee benefits plans, or such other plans as the Company
approves from time to time;

approving the funding policy for the Company’s defined benefit pension plans, including
decisions related to surplus withdrawals and contribution holidays;
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17. approving the acquisition or disposition or certain corporate assets; and
18. appointing the Company's transfer agents and registrars.
D. Board Committees

The Board of Directors has the authority to appoint a committee or committees of the Board and may
delegate powers to such committees (with the exceptions prescribed by the Act). The matters to be
delegated to committees of the Board and the constitution of such committees are assessed annually or
more frequently as circumstances require. The following committees are ordinarily constituted:

1. the Governance and Nominating Committee, to deal with governance of the Company and the
nomination and assessment of Directors;

2. the Audit Committee, to deal with financial reporting and control systems;

3. the Human Resources Committee, to deal with the assessment of management and succession to
key positions and compensation within the Company;

4. the Reserves Committee, to deal with matters relating to the Company's oil and gas reserves and
related reporting;

5. the Health, Safety, Environment and Corporate Responsibility Committee, to deal with health,
safety and environment matters as well as the Corporate Responsibility Report; and

6. the Executive Committee, to deal with general corporate matters and matters which are incidental
to previous Board authorizations.

E. Pension Management Committee

The Board of Directors has the authority to establish a Pension Management Committee, comprised of
officers of the Company, to deal with employee pension plans and related matters and may delegate
powers to such committee (with the exceptions prescribed by the Act). The members of the Pension
Management Committee will be appointed by the CEO. The matters to be delegated to the Pension
Management Committee and the constitution of such committee are assessed annually or more frequently
as circumstances require.

Composition and Procedure

The Board of Directors is elected annually by shareholders and consists of a minimum of four directors

and a maximum of 20 directors, as determined from time to time by the Directors. The number of
Directors to be elected at shareholders’ meetings is currently fixed at eleven. While the election of

directors is ultimately determined by the shareholders, it is the policy of the Board that a majority of the

Directors as well as the Chairman of the Board be independent (as defined under applicable stock
exchange rules and securities laws).

The Chairman of the Board presides as Chair at all meetings of the Board and shareholders of the

Company. The Corporate Secretary or, in the absence of the Corporate Secretary, an Assistant Corporate
Secretary attends all meetings of the Board and shareholders and records the proceedings thereof. The

Corporate Secretary prepares and keeps minutes and records of all meetings of the Board.

#3046484 v7



TALISMAN

E N E R = Y

Meetings of the Board of Directors, including telephone conference meetings, are to be held at such time
and place as the Chairman of the Board, the President and CEO, an Executive Vice-President who is a
Director, or any two Directors may determine. Notice of meetings shall be given to each Director not less
than 48 hours before the time of the meeting. Meetings of the Board of Directors may be held without
formal notice if all of the Directors are present and do not object to notice not having been given, or if
those absent waive notice in any manner before or after the meeting.

Notice of meeting may be delivered personally, given by mail, facsimile or other electronic means of
communication.

Fifty percent of the Directors then in office and in attendance constitutes a quorum at any meeting.

Each Board member is expected to attend Board meetings and meetings of committees of which he or she
is a member and to become familiar with deliberations and decisions as soon as possible after any missed
meetings. In that regard, members of the Board are expected to prepare for Board (and committee)
meetings by reviewing meeting materials distributed to members of the Board, to the extent feasible, in
advance of such meetings. Matters of a confidential or sensitive nature may be discussed at Board (or
committee) meetings without advance distribution of meeting materials to members of the Board. It is
expected that members of the Board will actively participate in determining and setting the long and short
term goals and interests of the Company.

In recognition of its independence, the Board shall have the opportunity to hold discussions without
management present upon completion of all meetings of the Board.

A resolution in writing signed by all the Directors entitled to vote on that resolution at a meeting of the
Directors is as valid as if it had been passed at a meeting of the Directors. A copy of any such resolution
in writing is kept with the minutes of the proceedings of the Directors.

At meetings of the Board, any matter requiring a resolution of the Directors is decided by a majority of
the votes cast on the question.

The Board shall ensure that there is a process in place for annually evaluating the effectiveness of the
Board, the committees of the Board and individual directors.

Compensation

No Director, unless he or she is an officer of the Company, should receive remuneration from the
Company other than compensation received in his or her capacity as a Director.
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