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THERMAL ENERGY INTERNATIONAL INC.

NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDER S
TO THE SHAREHOLDERS

NOTICE IS HEREBY GIVEN that an annual and speciateting (the “Meeting”) of the holders of
common shares (“Common Shares”) of Thermal Enenggriational Inc. (the “Corporation”) will be hedd the
Brookstreet Hotel in the Mulligan Room, 525 Leg@eive, Kanata, Ontario, K2K 2W2 on Thursday, thd' 2By
of November, 2008 at 9:00 a.m. (Ottawa Time) fer fitilowing purposes:

1. to receive and consider the audited financial statgs of the Corporation for the year ended May?808
and the Auditor’s Report thereon;

2. to appoint Raymond Chabot Grant Thornton, Chartémetbuntants, as Auditors for the Corporation for
the ensuing year and to authorize the Directofs ttheir remuneration;

3. to elect the Directors of the Corporation as désctiin the Management Information Circular dated
October 16, 2008;

4. to consider and, if thought appropriate, to pas®ramary resolution, authorizing an amendmenthe t
Corporation’s Stock Option Plan to increase the loemof Common Shares reserved for issuance under th
Corporations’ Stock Option Plan to 33,661,584 ComsnShares, representing approximately 20% of the
outstanding Common Shares as of October 16, 2008 .

5. to transact such other business as may properlyrdngght before the Meeting or any adjournment or
postponement thereof.

Shareholders are referred to the accompanying Memewgt Information Circular dated October 16, 2008
for more detailed information with respect to thattars to be considered at the Meeting.

The Directors have fixed October 16, 2008 as tkertedate. Holders of Common Shares at the clbse o
business on October 16, 2008 are entitled to nofitlee Meeting and to vote thereat or at any adjment thereof.

Dated at the City of Ottawa, in the Province of @it this 18 day of October, 2008.
BY ORDER OF THE BOARD OF DIRECTORS

Tim K. Angus
President and Chief Executive Officer

Shareholders who are unable to attend the meetingniperson are requested to date and sign the encldse
form of proxy and return it in the envelope provided. All proxies to be valid, must be received by t offices
of Computershare Investor Services, Inc., 100 Univsity Avenue, 9" floor, Toronto, Ontario, M5J 2Y1,
Attention: Proxy Department at least 48 hours prior to the meeting or any adjagrnment thereof.
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THERMAL ENERGY INTERNATIONAL INC.

MANAGEMENT INFORMATION CIRCULAR
for the Annual and Special Meeting of Shareholders
to be held on November 25, 2008

SOLICITATION OF PROXIES

This Information Circular is furnished in connection with the solicitation by the management of
Thermal Energy International Inc. (the “Corporation ") of proxies from holders of common shares of the
Corporation (“Common Shares”) for use at the annual meeting of the shareholdérhe Corporation (the
“Meeting”) to be held on November 25, 2008 at 920@. (Ottawa time) at the Brookstreet Hotel in khaligan
Room, 525 Legget Drive, Kanata, Ontario, K2K 2\W2d at any adjournment thereof, for the purpose®getn
the accompanying notice of the Meeting (the “Nobtdleeting”).

Although it is expected that solicitation will beimparily by mail, proxies may also be solicited by
telephone or other means of communication, or isqreby directors and officers of the Corporatiang will not
be additionally compensated therefore). The cbsblicitation will be borne by the Corporationhd Corporation
may also pay brokers or nominees holding CommoneSha their names or in the names of their priasigor
their reasonable expenses in sending solicitatiaterial to Beneficial Holders.

APPOINTMENT AND REVOCATION OF PROXIES

The persons named in the accompanying Form of Proxwre directors and/or officers of the
Corporation. Shareholders desiring to appoint somether person (who is not required to be a sharehdér of
the Corporation) to represent him at the Meeting m& do so either by inserting such person’s name irhé
blank space provided in the Form of Proxy and deléng the names printed thereon or by completing andter
proper Form of Proxy. Such shareholder should notify the nominee ofapisointment, obtain his consent to act
as proxy and should instruct him on how the shddsns shares are to be voted.

A Proxy will not be valid for the Meeting or anyjadrnment thereof unless it is signed by the shaldzh
or by his attorney authorized in writing or, if teleareholder is a corporation, it must be executetker corporate
seal or by a duly authorized officer or attorneytloé corporation and delivered to the offices ofmpatershare
Investor Services, Inc., 100 University Avenue, Btlor, Toronto, Ontario, M5J 2Y1, Attention: Proldepartment
at least 48 hours prior to the Meeting or any agjment thereof.

A shareholder who has given a proxy may revokenitany manner permitted by law, including by
instrument in writing, executed by the shareholateby his attorney authorized in writing or, if teleareholder is a
corporation, executed by a duly authorized officer attorney of such corporation and deposited wiith
Corporation,_Attention: Tim K. Angud$resident and CEO, 36 Bentley Avenue, 1st FlGtiawa, Ontario, K2E
6T8, any time up to and including the last busird=sspreceding the day of the Meeting or any adjment thereof
or with the chairman of the Meeting on the dayhef Meeting or any adjournment thereof.

ADVICE TO BENEFICIAL HOLDERS OF COMMON SHARES

The information set forth in this section is of sigificant importance to many shareholders of the
Corporation, as a substantial number of shareholdes do not hold shares in their own name. Beneficial
Shareholders should note that only proxies depbditeshareholders whose names appear on the recbttle
Corporation as the registered holders of CommorreShean be recognized and acted upon at the Meetlihg
Common Shares are listed in an account statemewided to a shareholder by a broker, then in almatistases,
those Common Shares will not be registered in Heeholder's name on the records of the CorporatiSnch
Common Shares will more likely be registered unitier names of the shareholder’s broker or an agettiap
broker. In Canada, the majority of such sharesegistered under the name of CDS & Co. (the refish name
for The Canadian Depository for Securities, whicksaas nominee for many Canadian brokerage firng)ares
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held by brokers or their agents or nominees cay lmmloted (for or against resolutions) upon tretructions of the
Beneficial Shareholder. Without specific instroos, brokers and their agents and nominees arébjiezh from
voting shares for the broker’'s clientsTherefore, Beneficial Shareholders should ensure #t instructions
respecting the voting of their Common Shares are camunicated to the appropriate person.

Applicable regulatory policy requires intermediafiokers to seek voting instructions from Benafici
Shareholders in advance of shareholders’ meetifgery intermediary/broker has its own mailing maares and
provides its own return instructions to clients,isbhshould be carefully followed by Beneficial Sklaolders in
order to ensure that their Common Shares are \attdtle Meeting. The voting instruction form supglito a
Beneficial Shareholder by his broker (or the ageinthe broker) is similar to the form of proxy pided to
registered shareholders by the Corporation. Howétgepurpose is limited to instructing the regrsd shareholder
(the broker or agent of the broker) on how to \aiebehalf of the Beneficial Shareholder. The mgjaf brokers
now delegate responsibility for obtaining instrang from clients to Broadridge Financial Solutionse.
(“Broadridge”). Broadridge typically asks Benefici®hareholders to return the voting instructionnfer to
Broadridge. Broadridge then tabulates the resiltdl instructions received and provides apprdpriastructions
respecting the voting of shares to be represerttélddeaMeeting. A Beneficial Shareholder receiving a voting
instruction form cannot use that form to vote Comma Shares directly at the Meeting - the voting instuction
form must be returned to Broadridge (or voting instuction communicated directly to Broadridge) well in
advance of the Meeting in order to have the Commo8hares voted.

Although a Beneficial Shareholder may not be recgghdirectly at the Meeting for purposes of voting
Common Shares registered in the name of his br@kesigent of the broker), a Beneficial Shareholday attend
the Meeting as proxyholder for the registered dhalder and vote the Common Shares in that capaBigneficial
Shareholders who desire to attend the Meeting andhdirectly vote their Common Shares as proxyholderdr
the registered shareholder should enter their own ames in the blank space on the instrument of proxy
provided to them and return the same to their broke (or the broker’s agent) in accordance with the
instructions provided by such broker (or agent), w# in advance of the Meeting.

VOTING OF PROXIES

All shares represented at the Meeting by a progeruted Form of Proxy will be voted on any batihatt
may be called for and, where a choice with resfeany matter to be acted upon has been speaffititei Form of
Proxy, the shares represented by the Proxy willdied in accordance with such instructioris. the absence of
any such specification or instruction, the personsvhose names appear on the Form of Proxy, if namedsa
proxies, will vote in favour of all of the mattersset out in the Notice of Meeting.

The enclosed Form of Proxy confers discretionary dhority upon the persons named therein with
respect to amendments or variations to matters iddified in the Notice of Meeting and any other mattes
which may properly come before the Meeting. As of the date hereof, Management is not awarengf a
amendments to, variations of or other matters tpriesented for action at the Meeting. If, howe@nendments,
variations or other matters properly come befomeNteeting, the persons designated in the Form@fyPwill vote
thereon in accordance with their judgment pursuarthe discretionary authority conferred by sucloxyrwith
respect to such matters.

VOTING SHARES AND PRINCIPAL HOLDERS THEREOF

The record date for the purpose of determining draldof Common Shares is October 16, 2008.
Shareholders on that date are entitled to recestieenof and attend the Meeting and vote theredherbasis of one
vote for each Common Share held. Pursuant to thariomBusiness Corporation Acthe Corporation is required to
prepare no later than ten days after the Record, et alphabetical list of shareholders entitlegdte as of the
Record Date that shows the number of Common Shweelkes by each shareholder. A shareholder whose name
appears on the list is entitled to vote the ComrBbares shown opposite his name at the Meeting.li$hef
Shareholders is available for inspection duringalbusiness hours at the Corporation’s office, 8aty Avenue,

1* Floor, Ottawa, Ontario K2E 6T8.



The Corporation’s authorized share capital con®étan unlimited number of Common Shares, and an
unlimited number of preference shares issuableeiies There are presently no preference sharaedsand
outstanding and 168,307,922 Common Shares issukdutstanding as fully paid and non-assessable.

To the knowledge of the directors and senior officef the Corporation, there are no persons, famsorporations

that own of record, beneficially, directly or indatly, or that exercise control or direction ovéfd or more of the
issued and outstanding Common Shares.

REMUNERATION OF DIRECTORS AND OFFICERS

Summary Compensation Table

The table below sets out the compensation earagdgdthe last three fiscal years by the Chief Exiee
Officer, the Chief Financial Officer and the otlexecutive officer whose salary and bonus exceedg6,900.The
Named Executive Officers received an aggregat46300 as salary during the fiscal year ending B1gy2008.

Annual Compensation Long-Term Compensation
Awards Payouts
Other Restricted
Securities Shares or
Non Cash Under Restricted
Bonus/ Options Share All Other
Annual Granted Units LTIP
Name and Salary Commission | Compensation Payouts | Compensation
Principal Position | Year ($) ($) (%) (#) ($) ($) (%)
2008 | 169,90 19,278 Nil Nil Nil Nil 11,808Y
Tim K. Angus 2007 118,800 83,554 20,000 2,000,000 Nil Nil 14 51é3)
President & CEO '
2006 104,000 Nil 1 Nil Nil Nil
69,904 0.606%
DenisForget 2008 70,000 77,022 Nil Nil Nil Nil 38120
Chief Operating 2007 96,000 22,950 25.815Y 500,000 Nil Nil 5 400®
officer™® '
2006 96,000 9,315 82,2761) Nil Nil Nil 5,4063)
Oliver Toffoli 2008 107,000 23,068 Nil Nil Nil Nil Nil
Chief Operating 2007 96,480 16,564 Nil 500,000 Nil Nil Nil
Officer & CFO,
Treasurer 2006 | 86,980 5,098 80042 Nil Nil Nil Nil




Notes:

1) The amounts relate to compensation bonusesmp&dmmon Shares of the Company to new incomingagers.
2) The amounts relate to compensation in CommaneShof the Company in lieu of cash payment of deling.
) The amounts relate to annual cash compendati@utomobile usage (and repair costs associathdGEO)

4) Mr. Forget ceased to be an officer of the Crapon on February 20, 2008 when he vacated thiigosf Chief

Operating Officer to assume the position of Direatb Project Development and Vice President of t8gia
Business Development. The salary and bonus showihei Summary Compensation Table for Mr. Forget for
2008 relates only to the amounts paid to Mr. Fofgethe period from June 1, 2007 to February 2m&while

he was an officer of the Company.

Mr. Angus entered into a three year employmenteagesnt with the Corporation on December 24, 200zbtomence work on
February 1, 2005 that provided for initially a mugtremuneration of $8,000 for salary and $800afatomobile allowance. The
contract automatically renewed for another two yexdter the first year of services unless the Qaitan wished to modify the
terms of the contract. In addition to base salagtomobile allowance and sales commissions, theimemation package
consisted of the following:

a) 1,500,000 common shares at a deemed price b0 $@r share as a signing bonus to be earned dvér year period, with
300,000 shares due upon commencement of dutiesathe subsequent rate of 200,000 shares for @vergnths of service to
the Corporation.

b) Additionally, 1,000,000 options to purchase camnmshares at a price of $0.10 per share with am @atrof 500,000 options
upon commencement of duties and then the rema@anged out at a rate of 100,000 options per $10000n secured sales of
the Corporation. After earning the initial optiomsiother 1,000,000 options was granted at a pfi$6.46 per share and earned
at the rate of 100,000 options per $1,000,000¢nrwe sales of the Corporation. Additionally, 1,000 options were granted as
a bonus at a price of $0.16 per share.

¢) Mr. Angus’ monthly remuneration was increase®$®900 for salary and $900 in automobile allowaimcépril, 2006 and
subsequently to $14,500 in salary and $1,000 ionaoibile allowance in July, 2007.

Mr. Forget ceased to be an officer of the CompamyFebruary 20, 2008 and is now employed as thec@ireof Project
Development and Vice-President of Strategic Busifizsvelopment.

Mr. Forget entered into a three year employmen¢@gent with the Corporation on 2005 to commencewarFebruary 15,
2005 that provided for initially a monthly remuntoa of $7,000 for salary and $450 for automobileweance. The contract
automatically renewed for another year after thet fiear of service unless the Corporation wislethodify the terms of the
contract. In addition to base salary, automobilevance and sales commission, the remunerationagackonsisted of the
following:

a) 750,000 common shares at a deemed price of $@28hare as a signing bonus to be earned ovér yedr period, with
300,000 shares due upon commencement of dutiesatteesubsequent rate of 75,000 shares for evelgnsns of service to the
Corporation.

b) Additionally, 500,000 options to purchase commsbares at a price of $0.10 per share with an @atrief 250,000 options

upon commencement of duties and then the rematpitig earned out at a rate of 50,000 options pg&0$1000 on secured
sales of the Corporation. After earning the initiptions, another 500,000 options was granted a@e@ber 20, 2006 at the price
of $0.16 per share and earned at the rate of 5@Péns per $1,000,000 in secured sales of thpdtation.

¢) Subsequently, Mr. Forget's monthly remunerati@s increased to $8,000 for salary in July, 2005.

Mr. Forget ceased to be an officer of the CompamyFebruary 20, 2008 and is now employed as thec@ireof Project
Development and Vice-President of Strategic Busifizsvelopment.

Mr. Toffoli’'s monthly remuneration was increased $8,600 for salary and $400 for automobile alloveairt July, 2007.
Additionally, 500,000 options were granted to him@ecember 20, 2006 to purchase common shareprateaof $0.16 per
share.



STOCK OPTIONS

The following table sets out the options grantedtite Named Executive Officers during the most rédgen
completed Financial Year.

OPTION GRANTS DURING THE MOST RECENTLY COMPLETED FINANCIAL YEAR

Securities Market Value
Under Exercise of
Options Price Securities
NAME Granted Percentage of [$/share] Underlying Expiration Date
Total Options Options on
Granted to the Date of
Employees Grant
[%] [$/share]

Tim K. Angus — — — — —

Denis Forget — — — — —

Oliver Toffoli — — — — _

The following table sets forth information condegeach exercise of options during the most régent
completed financial year by each of the Named EkesDfficers and the financial year-end value néxercised
options, on an aggregated basis.

Aggregated Option Exercises During the Most Recgr@iompleted
Financial Year and Financial Year-End Option Values

Name Securities Acquired | Aggregate Value | Unexercised Options | Value of Unexercised in-the-
on Exercise (#) Realized ($) at FY-06 Exercisable /| Money Options at FY-End ($)
Unexercisable Exercisable / Unexercisable
Tim K. Angus 1,000,000 100,000 @0mo0 /0 320,000/0
Denis Forget 500,000 65,000 500,000/ 0 80,000/ 0
Oliver Toffoli 993,000 165,300 0/0 0/0

Compensation of Directors

The Corporation initiated compensation of $7,500uatly (and paid out quarterly) to each Independent
Director (those who are not also officers of theg@oation) in January, 2007. Previously, Independrectors
were entitled to an honorarium by the Corporatib200 per day for each meeting of the Board o&Etiors which
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is attended in person, and a $100 honorarium fon &gleconference meeting of the Board of Direchartsdecided
to waive this entittement. They may also receigditional compensation for duties on the audit eohpensation
committees and have waived this compensation s ghst fiscal year. All miscellaneous out-of-pookepenses
incurred in carrying out their duties as Directofghe Corporation are paid for by the Corporatibhe Chairman
of the Board of Directors was paid an annual fe§1X#,000. One other Director was paid $50,000 forsalting
services pertaining to the GEM acquisition. Nonejpehdent Directors are not entitled to compensdtiomBoard
activities.

During the fiscal year ended May 31, 2008 the Cawgaanted the following options to purchase Comt8bares
to directors:

Name of Director Common Shares Exercise Price Expiry Date
Under Options
Granted $/share
John Kelly 250,000 0.27 May 16, 2011
John Parker 250,000 0.285 April 29, 2011
Clint Sharples 250,000 0.20 January 25, 2011
Michael Williams 250,000 0.20 January 25, 2011

In addition, on September 9, 2008, the Companytgdaan option to R.James Ansell to acquire 25000@&mon
Shares at $0.25 per share until September 9, 2011.

STOCK OPTION PLAN

On February 1, 2005, the Directors of the Corporatidopted a new form of Stock Option Plan known as
the 20% Fixed Plan (the “Plan”) which was approlgdhe shareholders on March 15, 2005 and was agdegrd
approved at the shareholder’'s meeting held on Ap2I006.

All options granted under the Plan will be nonigisable and non-transferable and may only be issoied
directors, employees, or consultants (as thosestema defined in Policy 1.1 of the TSX-V Corpor&ieance
Manual). Options granted to a director, employeecansultant will expire within ninety (90) daystaf the
optionee ceases to qualify in at least one of tlvasegories, unless he is terminated for causehioh case the
options terminate immediately. Options grantedricoptionee who is engaged in investor relatiotisifes must
expire within thirty (30) days after such optioresases to provide investor relations activitiesthke event of death
of an optionee, any option then held may be exetictsy the optionee’s personal representatives foagmum
period of one (1) year.

The number of Common Shares reserved for issuamber the Plan, together with all of the Corporéggon
previously established and outstanding stock opfiens or grants is 14,133,472 Common Shares which
represented 20% of the Corporation’s outstandingu@on Shares at the date the amendment to the Rlan w
approved on April 5, 2006.

The aggregate number of Common Shares so resavésstiance to any one optionee in a twelve (12)
month period, shall not exceed 5% of the issued@omShares (on a non-diluted basis).

Consultants and persons providing investor relatiactivities may be granted options to acquireap t
maximum of 2% of the number of issued and outstapdCommon Shares. Options currently granted and
outstanding shall remain valid and outstandingl @xpiration or exercise in accordance with theligpple option
agreements and shall not be subject to a vestimedsie.



Once granted, options do not become availableefdssuance pursuant to the Plan upon exercisejdut
become available for re-issuance upon expiry, feation or lapse, as the case may be.

Based on a total of 19,530,714 ogtissued and 4,302,143 options cancelled and hdb®467,714
options expired as at the date hereof, a maximufn332,615 non-granted options to acquire additi@mmmon
Shares are available under the Plan.

Since the inception of the Plan, options to acqaimeggregate of 19,530,714 Common Shares weréesgrander
the Plan as provided below:

OPTIONS GRANTED UNDER THE PLAN

Exercise Date of
Options to Acquire Price Expiry
an Aggregate of Common Shares
[Quantity] [$/share]
529,000 0.30 1-Oct-04
210,000 0.18 1-Oct-04
410,000 0.30 19-Oct-04
280,000 0.30 2-Apr-05
33,000 0.30 16-Apr-05
1,475,000 0.18 6-Jun-05
100,000 0.18 5-Aug-05
2,425,000 0.15 16-Jan-07
775,714 0.18 16-Jan-07
275,000 0.15 7-May-07
318,000 0.10 12-Jan-08
100,000 0.13 20-Jan-08
200,000 0.12 20-Jan-08
250,000 0.20 24-Jan-08
200,000 0.10 1-Jan-08
1,000,000 0.10 1-Feb-08
1,800,000 0.12 1-Feb-08
150,000 0.24 1-Mar-08
950,000 0.22 29-Apr-08
250,000 0.24 19-May-08
100,000 0.24 2-Jun-08
150,000 0.24 10-Jun-08
150,000 0.24 15-Aug-08
250,000 0.26 9-Sep-08
200,000 0.18 3-Jan-09




350,000 0.21 7-Sep-09
3,500,000 0.16 20-Dec-09
350,000 0.37 11-Jun-10
300,000 0.35 15-Jun-10
100,000 0.43 20-Jul-10
625,000 0.20 15-Mar-10
100,000 0.34 5-Oct-10
500,000 0.20 25-Jun-11
250,000 0.29 29-Apr-11
250,000 0.27 16-May-11
375,000 0.33 15-Aug-11
250,000 0.25 09-Sept-11
19,530,714 TOTAL

During the previous fiscal years up to FY 2008 agdiay 31, 2008, the following options as showrha table
below were cancelled:

Number Exercise Price
Cancelled [$/share]
1,500,000 0.15
170,000 0.30
850,000 0.18
1,300,000 0.12
125,000 0.10
50,000 0.22
100,000 0.34
150,000 0.21
57,143 0.21
4,302,143




During the previous fiscal years up to FY 2008 agdilay 31, 2008, the following options as showrha table
below were exercised:

Number of Exercised Options
Number of Exercise Price
Exercised Options [$/share]
375,000 0.20
142,857 0.21
500,000 0.16
700,000 0.24
1,393,000 0.10
900,000 0.22
950,000 0.15
875,000 0.18
200,000 0.12
600,000 0.13
250,000 0.26
TOTAL: 6,885,857

During the previous fiscal years up to FY 2008 agdvlay 31, 2008, the following options to acquineaggregate
number of Common Shares expired:

® Options to acquire an aggregate of 1,082,000 Cam@hares at a price of $0.30 per Common Share and
options to acquire an aggregate of 1,035,714 ComBhames at a price of $0.18 per Common Share and
options to acquire an aggregate of 350,000 ComrhaineS at a price of $0.15 per Common Share.

During the three month period ended August 31, 20@8following options to acquire an aggregate bemnof
Common Shares were exercised:

® Options to acquire an aggregate of 100,000 ComrhaneS at a price of $0.24 per Common Share.

During the three month period ended August 31, 20@8following options to acquire an aggregate bemnof
Common Shares expired:

® Options to acquire an aggregate of 50,000 ComnhaneS at a price of $0.24 per Common Share.
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During the Second Quarter of FY 2009, the followopdions to acquire an aggregate number of ComnhaineS
were exercised:

® Options to acquire an aggregate of 250,000 ComrhaneS at a price of $0.26 per Common Share.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER
EQUITY COMPENSATION PLANS

The following table sets forth as of May 31, 20@&prmation concerning securities for issuance uretglity
compensation.

Number of Securities
remaining available
Number of Securities | Weighted Average for future Issuance
. ; : under equity
to be issued upon Exercise Price :
; . compensation plans
Plan Categor exercise of Outstanding {excluding securities
gory outstanding options Options 9
reflected in column (a)
(@) (b) ©
Equity
Compensation
plans approved 5,657,143 $0.211 1,890,472
by security
holders
Equity
Compensation
plans not n/a n/a n/a
approved by
security holders
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WARRANTS

Warrants to acquire an aggregate of 30,102,618mmnShares were granted as provided in the Taldavbe

WARRANTS GRANTED

Warrants to Acquire an Aggregate | Exercise Price | Date of Expiry | Exercise Price | Date of Expiry
of [$/share] 1st year [$/share] 2nd year
Common Shares [Quantity]
433,000 0.14 30-Dec-05
695,000 0.14 12-Jan-06
1,665,000 0.16 18-Jan-06
3,783,335 0.10 4-Nov-05
2,292,030 0.15 (1) 18-Jan-06 0.60 (1) 18-Jan-07
3,333,666 0.35 3-Jun-07
3,867,895 0.30 22-Apr-08
760,000 0.30 10-Oct-08
260,000 0.30 2-Nov-08
236,912 0.30 30-Nov-08
324,000 0.30 6-Dec-08
281,250 0.30 29-Dec-08
4,166,667 0.40 23-May-09
1,250,000 0.40 29-May-09
1,517,500 0.50 7-Dec-09
5,236,363 0.22 20-Jun-10
30,102,618

Note:

(1) Warrants were excercisable at a price of $0.15 per share in the first year and at a price of $0.60 per

share in the second year.

During the First Quarter of the fiscal year endedyM81, 2008, the following warrants to acquire gigragate

number of Common Shares expired:

® Warrants to acquire an aggregate of 3,153,666 Conhares at a price of $0.35 per Common Share

During the First Quarter of the fiscal year endedyM81, 2008, the following warrants to acquire gigragate
number of Common Shares were exercised:

® Warrants to acquire an aggregate of 180,000 Conhanes at a price of $0.35 per Common Share.

® Warrants to acquire an aggregate of 125,000 Camehares at a price of $0.30 per Common Share
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During the second quarter of FY 2008, the followimgrrants to acquire an aggregate number of ComBiames
were exercised:

® \Warrants to acquire an aggregate of 7,828 ComrhaneS at a price of $0.30 per Common Share.

During the Fourth Quarter of FY 2008, the followingrrants to acquire an aggregate number of ComBames
expired:

® \Warrants to acquire an aggregate of 3,662,895 GomBhares at a price of $0.30 per Common Share.

During the fourth quarter of FY 2008, the followimgrrants to acquire an aggregate number of Com8ames
were exercised:

® \Warrants to acquire an aggregate of 80,000 ComrhareS at a price of $0.30 per Common Share.

During the Second Quarter of FY 2009, the follomimgrrants to acquire an aggregate number of Contaames
expired:

® \Warrants to acquire an aggregate of 760,000 Camfdmares at a price of $0.30 per Common Share.

INDEBTEDNESS OF DIRECTORS AND SENIOR OFFICERS

Aggregate Indebtedness

The following table sets out the aggregate indet#es of all executive officers, directors, emplsyaad former
executive officers, directors and employees of@bgporation or any of its subsidiaries as at Oatdlfie 2008.

AGGREGATE INDEBTEDNESS ($)

Purpose To the Corporation or its To Another Entity
Subsidiaries
(@) (b) (©
Share Purchases 609,447 nil
Other 42,450 nil
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Indebtedness of Directors and Executive Officers wder (1) Securities Purchase Programs and (2) Other
Programs

The following table sets out the indebtedness ofielrector, executive officer, nominee for elestas director and
each associate of any such director, executiveesfior proposed nominee, who is or at any timendutihe most
recently completed financial year was indebtedveo@orporation or any of its subsidiaries.

Indebtedness of Directors and Executive Officers wer (1) Securities Purchase Programs and (2)
Other Programs

Name and Involvement | Largest Amount Financially | Security for| Amount
Principal of Amount Outstanding | Assisted Indebtedness Forgiven
Position Corporation | Outstanding | as at| Securities During
or During October 16, | Purchases Fiscal Year
Subsidiary | Fiscal Year| 2008 During Ended May
Ended May Fiscal Year 31, 2008
31, 2008 Ended May
$ 31, 2008 $
$
#)
(@) (b) (©) (d) (e) () (9

Securities Purchase Programs

Tim Angus Lender 124,647 124,647 1,000,000 nil nil
President
and CEO

Oliver Lender 172,800 172,800 993,000 nil nil
Toffoli
Chief
Operating
Officer’s
CFO

Other Programs

Tim Angus Lender 37,000 34,450 - - nil
Oliver Lender 8,000 8,000
Toffoli

Mr. Angus received a loan of $124,647 to purchdsees of the Corporation in fiscal year 2008. ddigon Mr.
Angus received cash loans amounting to $37,008dalfyear 2008. These loans were for a combinatioreasons
which include to facilitate the purchasing of sisaoéthe Corporation, advances for traveling, dredrtet effect of a
reversal of commission$hese loans are due upon demand and bear no trdacklhave no fixed repayment terms.
Mr. Angus repaid a portion of the cash loan in @ngount of $2,550 in fiscal 2007. Mr. Toffoli reced/a loan of
$172,800 to purchase shares of the Corporatiois@alfyear 2008. In addition, Mr. Toffoli receivedcash loan
amounting to $8,000 in fiscal year 200®ese loans are due upon demand and bear no inaetsave no fixed
repayment termsThe fair value of loans receivable, all of whichv@aeen granted to officers, has not been
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determined because such transactions have beenateddo maintain business relationships and dmecg¢ssarily
reflect terms and conditions which would have beegotiated with arm’s length parties.

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIO NS

Except as disclosed in this Circular, no informedspn (as such person is defined in National Instnt
51-102), proposed nominee for election as a directoany of their associates or affiliates havehave had a
material interest, direct or indirect, in any matetransaction since the commencement of the Catjpn’s last
financial year which has materially affected or \domnaterially affect the Corporation.

INTEREST OF CERTAIN PERSONS AND COMPANIES IN MATTER S TO BE ACTED ON

There is no material interest, direct or indirdxt,way of beneficial ownership of securities orestlise,
by any director or senior officer of the Corporatior proposed nominee for election as a directorthef
Corporation, or any associate or affiliate of spensons, in any matter to be acted on other thareliéction of
directors at the Meeting.

ADDITIONAL INFORMATION

Additional information relating to the Corporatigavailable on SEDAR at www.sedar.corAdditional
financial information is contained in the Corpooats financial statements and MD&A for the most emity
completed financial year ended May 31, 2008. Copieadditional information and the corporation’sdncial
statements and MD&A may be obtained upon writtejuest made to the Corporation at its principalceffat 36
Bentley Avenue, First Floor, Ottawa, Ontario, KZEB6 by facsimile to the Corporation at (613) 7286 2r by e-
mail to tim.angus@thermalenergy.com. The Corpanati@y require payment of a reasonable charge ifateest
for information is made by a person or company ithabt a security holder of the Corporation.

BUSINESS OF THE MEETING

FINANCIAL STATEMENTS AND AUDITOR’'S REPORT

The consolidated financial statements of the Carpam for the year ended May 31, 2008 and the Repor
of the Auditors thereon will be placed before thegting. Additional copies may be obtained from@ueporation
upon request or from www.sedar.camd will also be made available at the Meeting.

APPOINTMENT OF AUDITORS

Pursuant to National Instrument 52-110, the Corpmna audit committee has recommended to the Board
that Raymond Chabot Grant Thornton, Chartered Attzmis, General Partnership be nominated as the
Corporation’s auditor and the amount of compensatide paid to the Corporation’s auditor.

Shareholders passed a resolution at the Corpoisi@st annual meeting held on November 29, 2007 to
appoint Raymond Chabot Grant Thornton, Charteredoéatants, General Partnership, as the Auditorthef
Corporation. It is proposed that Raymond Chab@nGihornton, Chartered Accountants, General Pattipebe
reappointed as the Auditors of the Corporationtlier ensuing year at a remuneration to be fixechbyDirectors.
The persons designated in the enclosed form of Pnpxntend to vote FOR the appointment of Raymond
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Chabot Grant Thornton, Chartered Accountants, as Aulitors of the Corporation, unless instructed

otherwise.

ELECTION OF DIRECTORS

Management proposes that the number of directorth@®ensuing year be fixed at seven (7). Therseve
(7) persons listed in the following table are noatéd for election at the Meeting. Each Directeccttd shall hold
office until the close of the next annual meetifigltareholders or until his successor is duly elbar appointed.

The following table provides information about easfithe nominees for election as Directors, inahgdi
the number of voting shares and options of the @aiton beneficially owned, directly or indirectiyr over which
control or direction is exercised.

Name, Municipality of Residence
and Position with the Corporation

Principal Occupation

Director Since

Number of Common Shares
and Stock Options

Tim K. Angus
Ottawa, Ontario
President and CEO and Director

President and CEO of the
Corporation.

February 1, 2005

2,254,659 Common Shargs
2,000,000 options

John B.Kelly
Ottawa, Ontario
Director

CEO of Clearford Industries.

April 19, 2005

262,500 Common Shares
250,000 options

R. James Anseft
Saddlebrooke, Arizona
Director

Director

WindForce Holdings Inc.

September 12, 2005

270,000 Common Shares
250,000 options

John R. Parkdp @
Sylvania, Ohio
Chairman

Vice President of ADP Consulting

December 15, 200

257,500 Common Shares
250,000 options

Clint Sharples? @
Kelowna, B.C.
Director

President & CEO of Paramount
Pallet, Inc.

December 15, 2003

20,000 Common Shares
250,000 options

Michael Williams, CFAY
Waterloo, Ontario
Director

Associate Portfolio Manager with
Independent Accountants’
Investment Counsel Inc.

February 1, 2005

420,000 Common Shares
250,000 options

Bill Crossland®
Toronto, Ontario
Director

Consultant

May 29, 2007

1,262,500o0mmon Shares
250,000 options

Notes:
(1)
(2

Denotes a member of the Corporation’s Audit Guttee.
Denotes a member of the Corporation’s Ethics, Gavece and Compliance Committee.

Unless authority to do so is expressly withheld, is the intention of the persons nhamed in the endded
form of proxy to vote such proxy for the election a Directors of the proposed nominees listed above.
Management does not contemplate that any of thenmea® will be unable to serve as Directors, bthat should
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occur for any reason prior to the Meeting, the pessnamed in the enclosed form of proxy shall ltheeright to
vote for another nominee in their discretion.

Form of Resolution
“BE IT RESOLVED THAT:

1. Tim K. Angus, Michael Williams, John B. Kellyphn R. Parker, Clint Sharples, R. James Ansell
and Bill Crossland, all be elected as the sevemlifégctors of the Corporation to hold office until
the close of the next annual meeting of sharehsldemuntil their successors are duly elected or
appointed”.

The foregoing ordinary resolution must be approvedby a majority of the votes cast by all
shareholders entitled to vote at the meeting. Thpersons designated in the enclosed Form of Proxynless
instructed otherwise, intend to vote FOR the foregag resolution.

APPROVAL OF AMENDMENT TO STOCK OPTION PLAN

The Plan was adopted in 2005 and amended in 200@ally, 11,141,879 Common Shares were resernad f
issuance under the Plan. This was increased 183472 Common Shares in 2006. In each case,utmbar of
Common Shares reserved for issuance under ther@&bpaesented 20% of the outstanding Common Sharte at
time that the Plan was approved or amended.

Since 2006, the number of outstanding Common Shagsncreased. In particular, in June 2008, the@any
issued 68,181,818 Common Shares at $0.22 per &hagross proceeds of $15,000,000. There are milyre
168,307,922 Common Shares outstanding.

There are currently options to acquire 6,075,000n@on Shares outstanding and 1,372,615 Common Shares
remain available for the grant of options under Bit@n. The 14,133,472 Common Shares reservedsaamnce
under the Plan represent approximately 8.4% obtlistanding Common Shares and the 1,372,615 Consinares
currently available for the grant of options untter Plan represent approximately 0.8% of the ontishg Common
Shares.

The purpose of the Plan is to provide an incerttivthe Company’s directors, officers, employees emtsultants
to contribute to the growth and success of the Gomp Management believes that for the Plan toircoatto fulfill
this role, it is necessary to increase the numb&oommon Shares reserved under the Plan to 338 Tbmmon
Shares, representing approximately 20% of the autithg Common Shares as of the date of this Circula
To become effective, the proposed amendment t&ldue must be approved by a majority of the votest aathe
meeting by “disinterested shareholders”. The padicof the TSX Venture Exchange define “disintezdst
shareholders” as all shareholders other than ‘&msidto whom options may be granted under the Riad
“associates” of insiders. An “insider” is definast

® a director or senior of the Company or its subsiel& or

(i) a director or senior officer of a company that tiersly owns or controls, directly or indirectlynore
than 10% of the outstanding Common Shares.

An “associate” is defined as:

0] a company of which the insider beneficially ownscontrols, directly or indirectly, more than 10
percent of the voting rights attached to all outdiiag voting securities of that company;

(i) any partner of the insider;
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(iif) any trust or estate in which the insider has ataunbial beneficial interest or in respect of whible
insider serves as trustee or in a similar capaaitg;

(iv) the insider's spouse or child or any relative efitisider or of his spouse who has the same resden
as the insider.

Pursuant to the policies of the TSX Venture Excleang436,813 Common Shares are deemed to be held by
interested shareholders and shall not be includethé purpose of determining whether the amendnoettite Plan

has been approved by a majority of the Companysmtdirested shareholders. A copy of the amendad Bl
attached to this Circular as Appendix 3.

Form of Resolution
“BE IT RESOLVED THAT:
1. Section 3 of the Corporation’s Stock Option PlaRl&h”) is amended to increase the number of
common shares reserved for issuance under the Wlateleting in such section the amount of

“14,133,472" and inserting in its place the amaofi33,661,584"; and

2. The Plan shall otherwise remain in full force affdat.

To become effective, the foregoing resolution mugte approved by a majority of the votes cast by
disinterested shareholders (as described above) dlgd to vote at the Meeting. The persons
designated in the enclosed Form of Proxy, unlesssimmucted otherwise, intend to vote FOR the
foregoing resolution.

OTHER BUSINESS

Management is not aware of any other businessrte dwefore the Meeting other than the matters rederr
to in the Notice of Meeting. However, if any othmatter properly comes before the Meeting, the mpamying
Form of Proxy confers discretionary authority taevaith respect to amendments or variations toensitientified
in the Notice of Meeting and with respect to otivatters that properly may come before the Meeting.
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APPROVAL BY THE BOARD OF DIRECTORS
The contents of this Management Information Cincalad the mailing thereof have been approved by the
Board of Directors of the Corporation. Where infation contained in this Management Information @acis not
within the knowledge of the Corporation, the Cogtimn has relied upon information furnished by pleeson who
has such knowledge.

DATED at Ottawa, Ontario, this {&lay of October, 2008.

Signed: “Tim K. Angus” Signed: “Oliver Toffoli”

Tim K. ANGUS OLIVER TOFFOLI

President & Chief Executive Officer Chief Opergti@fficer & Chief Financial Officer
Treasurer

D I
S/igned: “Gustav Plivd

GusTAV PLIVA
Manager of Corporate Development and Human
Resources and Corporate Secretary
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APPENDIX “1”

FORM 52-110F2

DISCLOSURE BY VENTURE ISSUERS

1. Audit Committee of the Board of Directors of Themal Energy International Inc.
CHARTER
(As amended On January 29, 2006)
PURPOSE

The Audit Committee (the “Committee”) is appointadthe Board of Directors (the “Board”) of Therm&nergy
International, Inc. (the “Corporation”or the “Compay”). The primary function of the Committee isassist the
Board in fulfilling its oversight responsibilitieprimarily through:

1. overseeing management’s conduct of the Cormmratifinancial reporting process and systems adrimal
accounting and financial controls;

2. monitoring the independence and performancheiorporation’s outside auditors; and

3. providing an avenue of communication among thiside auditors, management and the Board.

COMPOSITION

1. The Committee shall have at least three (3) neesrdt all times, the majority (2 or more) of whomst be
independent of management, as well the Corporatidnmember of the Committee shall be considered
independent if:

a. In the sole discretion of the Board, it is detared that he or she has no relationship that may
interfere with the exercise of his or her indepemigedgment; and

b. He or she meets the applicable stock exchangethar regulatory requirements regarding the
independence of audit committee members.

2. If any member of the Committee develops a “mirdf interest” (as that term is defined in an dipable
stock exchange or other regulatory requirementyt tmember shall have an affirmative obligation to
promptly disclose such relationship to the Board.

3. Al members of the Committee shall have a pracknowledge of finance and accounting and be tble
read and understand fundamental financial statementbe able to do so within a reasonable period of
time after appointment to the Committee.

4. Atleast one member of the Committee shall haweunting or related financial management expertés
the Board interprets such qualification in its messs judgment.

5. Each member of the Committee shall be appolydtie Board and shall serve until the earlier teuar of

the date on which he or she shall be replaced é\Bibard, resigns from the Committee or resigns fifoen
Board.
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MEETINGS

1. The Committee shall meet as frequently as cistames dictate, but no less than one time anntaly
review of audited statements with the auditor, #wde times via teleconference to review the uritedd
quarterly financial statements with the Chief Fineh Officer (CFO). The Board of Directors shathme
a chairperson of the Committee, who shall prepard/ar approve an agenda with the assistance of the
Chairman of the Board of Directors in advance otteaneeting. A majority of the members of the
Committee shall constitute a quorum. The Committedl maintain minutes or other records of meeting
and activities of the Committee.

2. The Committee shall, through its chairpersomore regularly to the Board following the meetingfsthe
Committee, addressing such matters as the qudlifyeoCompany’s financial statements, the perfoeean
and independence of the outside auditors, or othatters related to the Committee’s functions and
responsibilities.

RESPONSIBILITIES AND DUTIES

The Committee’s principal responsibility is one ayfersight. The Company’'s management is responsibole
preparing the Company’s financial statements amddttside auditors are responsible for auditing /andeviewing
those financial statements.

While the Committee has the powers and resporigbilset forth in this charter, it is not the respibility of the
Committee to plan or conduct audits or to deterntimgt the Company’s financial statements preseinly fthe
financial position, the results of operations ahd tash flows of the Company, in conformity withaZiéan generally
accepted accounting standard. This is the respditgiof the management and the outside auditdnscarrying out
these oversight responsibilities, the Committemoisproviding any expert or special assurance ag&Company’s
financial statements or any professional certifigatas to the outside auditors’ work.

The Committee’s specific responsibilities are ds¥s:
General

1. The Committee shall, with the assistance of mament, the outside auditors and legal counsethas
Committee deems appropriate, review and evaluatsasat annually, the Committee’s:

a. Charter;
b. Powers and responsibilities; and
c. Performance

2. The Committee shall report and make recommentatio the Board with respect to the foregoing, as
appropriate.

3. The Committee shall ensure inclusion of its itement charter in the proxy statement for the @amy’'s
annual meetings of shareholders, in accordance thighregulations of the applicable stock exchange o
other regulatory requirements.

4. The Committee shall prepare annual Committeertepfor inclusion in the proxy statements for the
Company’s annual meetings, as required by the epble stock exchange or other regulatory
requirements.

5. The Committee shall, in addition to the perfano®of the duties described in this charter, uraletsuch
additional duties as from time to time may be:

a. delegated to it by the Board,

b. required by law, a stock exchange or other ratgul; authority; or
21



c. deemed desirable, as is recommended by the @meisiand approved by the board, in
connection with its functions described in thisrohia

Internal Controls and Risk Assessment
1. The Committee shall review annually, with managa and the outside auditors, if deemed approgpitigt
the Committee, the effectiveness of or weaknessethei Company’s internal controls, including
computerized information system controls and sggutthe overall control environment and accounting
and financial records.

2. The Committee shall obtain from the outside tauslitheir recommendations regarding internal coigr
and other matters relating to the accounting praged and the books and records of the Company.

3. The Committee shall establish procedures for:

a. The receipt, retention and treatment of compireceived by the Corporation regarding
accounting, internal accounting controls or audiimatters; and

b. The confidential, anonymous submission by empkoyf the issuer of concerns regarding
guestionable accounting or auditing matters.

4. An audit committee must review and approve $heer’s hiring policies regarding partners, emplege
and former partners and employees of the preseshf@mer external auditor of the issuer.

Outside Auditors: Their Performance and Independsn
1. The outside auditors are ultimately accountabl¢he Board and the Committee, as the represspmbf
the shareholders of the Company. The Committdeesfsduate and recommend to the Board the selectio
and, where appropriate, the replacement of theidatauditors. The Committee shall recommend to the
Board the outside auditors to be proposed for shalger approval in any proxy statement.

2. The Committee shall:

a. Confer with the outside auditors concerning Hvepe of their examinations of the books and
records of the Company and its subsidiaries;

b. Review the scope, plan and procedures to be aisdtie annual audit, as recommended by the
outside auditors;

c. Review the results of the annual audits inclgdin

i. The outside auditors’ audit of the Company’s @alrfinancial statements, accompanying
footnotes and its report thereon;

ii. Any significant changes required in the outsarlitors’ audit plans or scope;
iii. Any material differences or disputes with mgament encountered during the course of
the audit (the Committee to be responsible for sseing the resolution of such

differences and disputes);

iv. Any material management letter comments and agement's responses to
recommendations made by the outside auditors inexdion with the audit;

v. Matters required to be discussed by StatemeAnliting Standards No. 61, as amended
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(Communications with Audit Committees) relatinghe conduct of the audit;

d. Authorize the outside auditors to perform sugpptemental reviews or audits as the Committee
may deem desirable; and

e. Obtain from the outside auditors assurance thay have complied with any applicable stock
exchange or other regulatory requirements.

The Committee shall inquire into any accountdgustments that were noted or proposed by thadmuts
auditors but were “passed” as immaterial or othesei

The Committee shall inquire as to any mattees tere referred to the outside auditors’ nationdfice
relating to accounting policies and/or financialasgment disclosure within the Company’s financial
statements and to the extent deemed appropriagejres an opportunity to address such issues djrect
with a representative of such national office.

Pre-approval by the Committee shall be requirechwaspect to the fees for all audit and other smri
performed by the outside auditors as negotiatethgagement.

The Committee’s approval of any non-audit serviegseeding one thousand dollars ($1,000) to be
rendered by the outside auditors must be obtaineadivance of engaging the outside auditors to rende
such services. The Committee shall not approverigagement of the outside auditors to render natita
services prohibited by law or rules and regulatigmmemulgated by an applicable stock exchange oeroth
regulatory authority. The Committee shall considdnrether the provision of non-audit services is
compatible with maintaining the outside auditomrstdépendence, including, but not limited to, theureat
and scope of the specific non-audit services tpds®rmed and whether the audit process would requi
the outside auditors to review any advice renddrgdhe outside auditors in connection with the sion

of non-audit services.

The Committee shall receive from the outsideitawsdon a periodic basis a formal written staternen
delineating all relationships between the outsideitors and the Company, regarding relationshipsl an
services, which may impact the objectivity and jrethelence of the outside auditors, and other apipléca
standards. The statement shall include a desonptif all services provided by the outside auditumsl

the related fees. The Committee shall activelyagagn a dialogue with the outside auditors regagdi
any disclosed relationships or services that magaich the objectivity and independence of the oatsid
auditors and shall evaluate, after gathering infation from management, and other Board members, the
performance of the outside auditors and recomméatl the Board take action to satisfy itself of the
independence of the outside auditors.

Financial Reporting

1.

The Committee shall review and discuss withothiside auditors and management the Company’seidit
annual financial statements that are to be includedhe Company’s annual report and the outside
auditors’ opinion with respect to such financiadtsiments, including reviewing the nature and ex¢&any
significant changes in accounting principles or thpplication of such accounting principles; and
determining whether to recommend to the Board thefinancial statements be included in the Comisany
annual report for filing with an applicable stockahange or other regulatory authority.

The Committee shall review and discuss with abditors and management, and require the outside
auditors to review, the Company’s annual finanagtdtements to be included in the Company’s reports
prior to filing such reports with an applicable sto exchange or other regulatory authority. The
Committee shall review and discuss:

a. The existence of significant estimates and jesdgrunderlying the financial statements, including
the rationale behind those estimates as well agl#tails on material accruals and reserves and
the Company’s accounting principles;
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b. All critical accounting policies identified the Committee by the outside auditors;

c. Major changes to the Company’s accounting pples and practices, including those required by
professional or regulatory pronouncements and asti@s brought to its attention by management
and/or the outside auditors; and

d. Material questions of choice with respect to @beropriate accounting principles and practices to
be used in the preparation of the Company'’s firgnsiatements, as brought to its attention by
management and/or the outside auditors.

The Committee shall review and discuss the Coypalisclosure under “Management’s Discussion and
Analysis” included in any annual; or quarterly repoor other report or filing filed with an appli¢de
stock exchange or other regulatory authority.

The Committee shall discuss with the outsidé@scany item not reported as contingent liabilityloss in

the Company’s financial statements as a result afetermination that such item does not satisfy a
materiality threshold. The Committee shall revigith the outside auditors the quantitative and gatie
analysis applied in connection with such assessroénnateriality, including, without limitation, the
consistency of such assessment with the requirement

The Committee shall review and consider other mstterelation to the financial affairs of the Coany
and its accounts, and in relation to the internadeexternal audit of the Company as the Committag m
in its discretion, determine to be advisable.

The Committee shall meet at least annually widnagement, and the outside auditors in separate
executive sessions to discuss any matters thaCdnemittee or each of these groups believes shauld b
discussed privately.

Compliance with Laws, Regulations and Policies

2.

1.

The Committee shall review with management @stimken to ensure compliance with any code or
standards of conduct for the Corporation, which rhayestablished by the Board.

The Committee shall review with the Corporatsol@gal counsel any legal compliance matters, ohiclg
securities trading practices and any other legalttera that could have a significant, adverse immacthe
Company’s financial statements.

The Committee shall review with the Corporasorounsel and other any federal, tax or regulatoatters
that may have a material impact on the Corporatonperations and the financial statements, related
Corporation compliance programs and policies andgrams and reports received from regulators, and
shall monitor the results of the Corporation’s cdiapce efforts.

The Committee shall periodically review the suromulgated by the applicable stock exchangetizero
regulatory authority relating to the qualificationactivities, responsibilities and duties of auddmmittees
and shall take, or recommend that the Board tagpr@priate action to comply with such rules.

Composition of the Audit Committee

In the most recently completed financial year, falit Committee consisted of: Mike Williams, John
R.Parker , Clint Sharples and R. James Ansell. ddéimbers are "independent” and all members are
"financially literate” (as such terms are defined Multilateral Instrument 52-110 Audit
Committeeg"MI 52-110")).
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John R. Parker — B.A.Sc. Geological Engineering &Nsc Geological Engineering.

Experience: Mr. Parker worked for 25 years in thedds of environmental engineering, pollution
control, environmental risk management and enexgservation. Currently is employed as a VP of
ADP Consulting, which focuses on “green” and susthle facility programs that promote energy
conservation and savings. Mr. Parker has gainethenob experience from sitting on the Board of
Directors of the Corporation for the last three ngeand through meetings with the Corporation’s
auditors to inform himself of the accounting pripleis used in the preparation of the financial
statements and of the internal controls and proeedtequired for financial reporting.

Michael Williams - B.A.Sc.,P.Eng.,,MBA, Post GradeaMBA (PCAM), Master of Taxation, CFA

Experience: Mr. Williams has worked 9 years in rgiyeretrofit sales with Honeywell; 2 years risk
management energy conservation with Johnson Cantdoyears as Portfolio Manager. Mr.Williams
has gained on the job experience from sitting om Bloard of Directors of the Corporation for the
last three years and through meetings with the @afpon’s auditors to inform himself of the
accounting principles used In the preparation effinancial statements and of the internal controls
and procedures required for financial reportingditidnally as a Portfolio Manager, Mr. Williams
is required to review several business plans wtttpenpanying financial proforma statements and it
is this knowledge that serves him well to chaisthimportant committee.

R. James Ansell — BS Mechanical Engineering, MBA

Experience: Mr. Ansell has more than 35 years diibess leadership experience in major utilities,
power generation systems/equipment manufacturingtgy consulting/services, and ene:jgy project
development. He has aci)roven track record in bssirdevelopment, joint ventures and strategic
alliances in the US and international markets. Mnsell’s brings his other public company
experience by sitting on the Board of Wind Forcddilogs Inc. to assist him in the performance of
his duties on the Audit Committee of this Corpooati

Clint Sharples — Business Administration

Experience: Mr. Sharples is the President and Chiefcutive Officer of Paramount Pallet Inc.
Prior to purchasing Paramount Pallet Inc. from IFSgstems, Mr. Sharples served as President for
IFCO Systems Canada since January, 2002. Beforentieg President, Mr. Sharples served as Vice
President in various departments beginning in 19@&or to working at IFCO Systems, Mr.
Sharples worked in various roles in finance in ffransportation Industry after first obtaining a
diploma in Business Administration. In additionhis role as President & CEO of Paramount Pallet
Inc., Mr. Sharples is a partner and co-founder gqri@ate venture capital company. Mr. Sharples
sits on various boards including the Canadian PaBleuncil, Thermal Energy International
Inc.,Journey Resources, Infinity Alliance Ventur@e Kelowna Food Bank, Alma Resources and
Modu-Loc Fence Rentals which together have enhamégdinancial literacy to competently serve
on the Audit Committee of this Corporation.

Audit Committee Oversight

Since the commencement of the Corporation's meshtly completed financial year, no recommendation
of the Audit Committee to nominate or compensatexernal auditor was not adopted by the Board of
Directors of the Corporation.

Reliance on Certain Exemptions

Since the commencement of the Corporation's masntly completed financial year, it has not reloed
the exemptions in section 2{@e Minimum Non-audit Service®y an exemption granted under
Part 8(Exemptions)

Pre-Approval Policies and Procedures

The following is the pre-approval process:
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(@)

(b)

Annually, the Audit Committee will be providesith a list of the audit-related and non-

audit services that management anticipates wifirogided by the external auditor during the year
for pre-approval. The Audit Committee reviews thervices with the external auditor and
management to determine whether the provision ef sbrvice is compatible with the

auditor's independence; and

A review of all audit and non-audit services andsfaendered to the Corporation and its
subsidiaries by the external auditor will be revéevannually by the Audit Committee.

External Auditor Service Fees

The fees paid to the Corporation's external auditeach of the last two fiscal years are as fatlow

Year Ended May 31st  Audit Fees  Audit-Related Fees Tax Fees  All Other Fees

2008 $50,500 $15,750 $4,845 -

2007 $46,500 $15,000 $8,500 $7,500

External Auditor Services Fees (By Category)

(@)

(b)

(©)

(d)

Audit Fees:
- To prepare and present the audit plan to theitAlmmmittee;
- To perform audit work on year-end account;

- To deliver a final report, corporate tax retuarsd advisory service and management
letter.

Audit-Related Fees:

- Additional time spent at the request of the Auddmmittee on Flow-Through Shares
and Part XII Tax.

- Additional time spent to review minutes of theaBo of Directors meetings;
- Discussion of tax treatment of stock option addslip preparation.

Tax Fees:

- To give advice on tax compliance, tax advice @xdolanning.

All Other Fees:

- Quarterly Financial Statement review.
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8. Exemption

The Corporation is a “venture issuer” as definedvih52-110 and is relying upon the exemption camgdi in
Section 6.1 of Ml 52-110 which exempts from theuiegments of Part 3 (Composition of Audit Commijtead
Part 5 (Reporting Obligations) of Ml 52-110.
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APPENDIX “2”

FORM 58-101F2

CORPORATE GOVERNANCE DISCLOSURE BY VENTURE ISSUERS

1. Board of Directors of Thermal Enerqy International Inc.

The Board of Directors facilitates its exercisemfependent supervision of management by ensuniigat majority

of the members of the Board of Directors are inddpat and that all of the members of the Audit Catte® and

the Ethics, Governance and Compliance Committeeiratependent. The Board has appointed an independen
Chairman and separated the roles of Chairman anef Executive Officer. In addition, in every quartthe
independent Directors meet alone to discuss thierpeance of the CEO and CFO.

Each of the following directors is independent witthe meaning of National Instrument 58-101, J&hrParker,
John B.Kelly, Clint Sharples, Michael Williams, Bames Ansell and Bill Crossland.

Tim K. Angus is not an independent director becaueseis the President and Chief Executive Officertiod
Corporation.

2. Directorships
The following directors of the Corporation are dies of other reporting issuers in other jurisdict
- Tim K. Angus is also a director of @aian Windfields, Solar & Renewable Energy Corp.

- R.James Ansell is also a director of Wind Forodditigs Inc. (an Arizona Business Corporation);

- Clint Sharples is also a director of Journey Resesirinfinity Alliance Ventures and Alma Resourced.
which are presently on the TSX Venture Exchange.

- John B. Kelly is also a director of Burntsand lacompany on the TSX Venture Exchange.

3. Orientation and Continuing Education

The directors approved two officers of the Corporatin the persons of the Chief Financial Officerdathe
Corporate Secretary to undertake a two day workstourse in November, 2005 provided by the TSX Ment
Exchange on how to “Manage A Public Company”’ angrtavide information of any TSX Venture Exchange
policy updates to the directors.

It has been a policy of the Chairman of the Bohed every director is given a written material diseg directors’
duties and obligations in respect of corporate guuece in order to upgrade their knowledge of #muirements
and obligations of managing a public company. Iditagh a policy binder from the TSX Venture Excharig also
given to directors as part of their continuing eatian process.

4, Ethical Business Conduct

The Board of Directors established an Ethics, Quwmece and Compliance Committee (EGC) and meetshiydot

- review the ethical conduct of management;
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- monitor proper reporting on SEDI,
- monitor any violations of imposed “blackouts” digithe time of news releases

The Board also established a Corporate GovernaolggyRand has provided a Handbook describing it&cigs to
all employees.

5. Nominations of Directors

Any member of the Board of Directors of the Corpiaracan identify potential new candidates for neation to
the Ethics, Governance & Compliance Committee (E@€}heir review. The EGC has a list of core cotepey
domains that it refers to in determining suitapibf a potential candidate for a directorship te Board. The list is
as follows:

- Accounting, finance and taxation;

- Banking, lending and insurance;

- Governance and Compliance;

- Business judgment;

- Management experience;

- Crisis response;

- Industry knowledge;

- International markets;

- Leadership qualifications;

- Strategic planning and vision;

- OSC and TSX Regulatory Issues;

- Investor relations.

6. Compensation

The EGC meets with the CEO and CFO to discuss cosgen matters on an annual basis. Annual conapiens
for directors is proposed by the CEO and CFO tadB&€ who then make their recommendations knowhediill
Board for their approval. The EGC alone determimeseases to the annual compensation of the CE@dbais
various performance parameters such as profitghbéiitare price, increase in sales, etc. and thiemitui to the full
Board for their approval.

7. Other Board Committees

Other than the Ethics, Governance & Compliance Citteenand the Audit Committee, the Board has atsated
the Shareholder Value Task Force.

The members of the Shareholder Value Task ForcRadames Ansell, John B. Kelly, Clint SharplesnAngus,
Stuart McCarthy, and Denis Forget.. The Shareholddne Task Force is chaired by James R. Ansellvamiks
directly and indirectly with shareholders of ther@aration to deal with any issues that may arisiamesponsible
for raising shareholder awareness to maintain prsipgre holder value.
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8.

Assessments

The followings steps, procedures and processesa@rducted by the Thermal Energy Board on a rousing
scheduled basis in order to ensure that the BoarBirectors, its Committees and individual membearg
performing effectively:

a) conduct formal monthly Board of Directors megsiftalls; preparation for each call includes dethil
agendas, minutes and other documentation ndmdi Board of Directors to make informed decisjon

b) Each of the two (2) committees have charters aret orece quarterly; each Committee Chairman reports
to the Board of Directors monthly; each membethef Board of Directors is required to participateat
least one (1) committee.

c) The Board of Directors hosts an "in camera"isasgquarterly, whereby only Independent Directars a
invited to openly discuss the activities of the C&®@ CFO;

d) Through additional communications (phone casail) the Board of Directors actively manage \ikets
of risks through review of financial reports, IRoets, etc.

e) The Board of Director also conducts a yearlj-astessment to ensure that the Charters, Bylads an
Articles are being followed by the Board of Diragtoas well as each of the Committees. The EGC
Committee also monitors the make-up of the Boardivéctors to ensure that the members have the
necessary educational background and work experienprovide the required guidance to Thermal senio
management.

f) The Board of Directors has appointed a TEIl Shelder representative to participate on the EGC
Committee.
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APPENDIX “3”
Thermal Energy International Inc. (20% Fixed Plan)

STOCK OPTION PLAN

Thermal Energy International Inc. (the “Corporatiohereby adopts, as at February 1, 2005, an thaen

stock option plan (the “Plan”) for officers, direcs, employees and consultants (including the peaisoolding
companies of such individuals) of the Corporatind #s affiliates, as follows:

1.

(@)
(b)
(©)

(d)

(€)

(f)

(9)

(h)

(i)
0)

Definitions In this Plan, the following words and expressishsll have the respective meanings
ascribed to them below:

“Affiliate ” shall have the meaning ascribed thereto in thpiegble securities legislation;
“Board” shall mean the board of directors of the Corgorat

“Consultant” shall mean an individual or corporation otherrttean employee, officer or director, that: (i)
is engaged under a written contract, to provideaonongoingbona fidebasis, consulting, technical,
management or other services to the CorporatioancAffiliate of the Corporation (other than sergce
provided in relation to a distribution of securstief the Corporation); (ii) in the reasonable opmof the
Corporation, spends or will spend a significant antaf time and attention on the affairs and bussnef
the Corporation or an Affiliate of the Corporatiamd (iii) has a relationship with the Corporatmmnan
Affiliate of the Corporation that enables the indival to be knowledgeable about the affairs andniess
of the Corporation;

“Eligible Persori’ shall mean anyona fideofficer, director, employee, Management Company byge
or Consultant of the Corporation or its Affiliatescompany wholly owned by individuals who are Blig
Persons, and in respect of an individual Consyleicbmpany or partnership of which the individisahn
employee, shareholder or partner;

“Exercise Pricé& of an Option shall mean, in respect of optiorsuesd after the Corporation is listed on any
Stock Exchange, the price payable for a Share tip@rexercise of the Option determined by the Board,
provided that such price shall in no event be lothan the Market Price of one Share on the ladirttp
day immediately preceding the day on which the @pis granted, less the maximum applicable discount
permitted by such Stock Exchange and the minimuerdise Price per Share must be at least $0.10;

“Management Company Employeémeans an individual employed by an individuakpmwation or other
entity providing management services to the Cotpmrawhich are required for the ongoing successful
operation of the business enterprise of the Cotjmorabut excluding any individual, corporation aher
entity engaged to provide investor relations atésito the Corporation;

“Market Price” of a Share on a particular day shall mean thed&sing price of the Shares on such day
on the principal Stock Exchange on which the Comi@lares traded, provided that the Market Pricd shal
be determined in Canadian dollars and shall bededio the nearest whole cent;

“Option” shall mean an option, granted to an Eligible Bers accordance with the terms of this Plan, to
acquire a Share from the Corporation upon the ésea the Option and upon payment of the Exercise
Price;

“Optione€’ in respect of an Option, shall mean the EligiBerson to whom the Option was granted,;

“Sharé’ shall mean a Common Share in the capital of thep@ration as constituted at the date hereof and
any shares of the Corporation into which such amom share is changed, classified, reclassified,
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(k)

subdivided, consolidated or converted whether bgsea of an amalgamation or other form of
reorganization; and

“Stock Exchangé shall mean TSX Venture Exchange, its successord, such other stock exchange as
may be prescribed by the Board on which the Shareelisted for trading.

Purpose The purpose of the Plan is to secure for thep@mation and its shareholders the incentive
inherent in share ownership by officers, directersployees and Consultants of the Corporation who,
the opinion of the Board, will be largely respomsifor its future growth and success.

Number of Shares and Lapsed OptionsFrom time to time, Shares may be reserved byBthexd, in its
discretion, for grants of Options under the PlarEtigible Persons, provided that the total numbkr o
Shares so reserved for issuance by the Board simhllexceed 33,661,58&wenty (20%) of the
Corporation’s issued Shares at the date of Shaddrchpproval of the PlgnShares and at the time of the
grant:

(a) the aggregate number of Shares so reservéssfance to any one Optionee in a 12 month period
shall not exceed five (5%) percent of the issuear&h(on a non-diluted basis);

(b) the aggregate number of options granted tocrey Consultant in a 12 month period shall not
exceed 2% of the issued Shares;

(c) the aggregate number of options granted tgild Persons employed to provide investor
relations activities must not exceed 2% of theadsBhares in any 12 month period; and

(d) options issued to Consultants performing itareselations services must vest in stages over 12
months with no more than % of the options vestmgriy 3 month period.

The Shares so reserved by the Board under thesRéinbe authorized but unissued Shares.

Nothing contained herein shall restrict or limither deemed to restrict or limit the rights or pasvef the
Board in connection with any allotment and issuaat@ny options, rights or shares which were not
allotted and issued hereunder. This Plan shallrestrict, limit or preclude the Board from gragtin
options outside of this Plan to officers, direci@mployees or Consultants of the Corporation cartp
other person or entity.

The foregoing restrictions may be waived, modifaedvaried with the consent of the shareholdersef t
Corporation at a meeting called for such purposby@pproval of the Stock Exchange.

Eligibility and Participation Options shall not be granted under this Plan to @argon other than an
Eligible Person. No Eligible Person shall have elaym or right to be granted Options under thenPI

Grant of Options The Board shall, from time to time and in its sdiscretion, determine the Eligible
Persons to whom Options are to be granted undePtan and may take into consideration the cuaedt
potential contributions of a particular EligiblerBen to the success of the Corporation and suchr oth
factors which the Board deems proper and relevant.

Options shall be granted by the Board in accordanttethis Plan to Eligible Persons in its solecd&tion
and shall be subject to such approvals as maydereel by applicable law or any Stock Exchange upon
which any securities of the Corporation are listed.

The grant of every Option hereunder and the tehmeebdf, including vesting provisions, if any, shad
made by written agreement between the Corporati@h the Optionee, the provisions of which shall
conform to the provisions of this Plan and shalbtieerwise satisfactory to the Board in its sokcdition.

If the Corporation is a Tier 2 Issuer on the TSXh¥ee Exchange and has more than 10% of its issued
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10.

Shares reserved for issuance under this Plan, iteetbrs shall require that any Options grantediigect
to vesting over a period of not less than 18 mqrefaally on a quarterly basis.

A grant of Options under the Plan shall not be toiesl as giving an Optionee any right to continuthie
employment of the Corporation, nor shall it afféet right of the Corporation to terminate the emplent
or services of any Optionee.

Exercise of Options Unless the Board specifically determines otheswihie Options granted to an
Optionee may be exercised by the Optionee, in whbolen part, from time to time at the Optionee’s
discretion.

Provided however, that all Options that have natnbexercised by the Optionee shall cease to be
exercisable and shall expire upon the earliest of:

(a) the termination of employment, the terminatibrservices or the services agreement in respect of
a Consultant, or removal of the Optionee as a tirewr officer of the Corporation or its Affiliates
for cause;

(b) ninety (90) days after the termination of enypl@nt, the termination of services or the services

agreement in respect of a Consultant (except incse of a Consultant providing investor
relations services, in which case, the Optionsed¢ashe exercisable thirty (30) days after the
termination of such services), or an Optionee oggats be an officer or director for reasons other
than termination or removal for cause, unless thgoBee remains an Eligible Person;

(c) the first anniversary of the death of the Op#i®, by the heirs and administrators of an Optisnee
estate; and
(d) the fifth anniversary of the date on which @ygtion was granted,;

or such earlier date as the Board of Directors degm appropriate in its sole discretion at the tihee
Option was granted.

The exercise of an Option will be contingent upegeipt by the Corporation of payment of the full
exercise price of such Option. No Optionee or llegpresentative, legatee or distributee in respéein
Optionee shall be considered to be a holder ofSirgre subject to an Option, unless and until sinares
has been fully paid for and issued upon the exefithe Option.

Taxes The Corporation may require an Optionee, as aiton of exercise of an Option, to pay to or
reimburse the Corporation for any taxes which arpiired to be withheld and remitted by it in respc
the exercise of such Option under any applicabls.la

Effect of Take-over Bid If a bona fideoffer for Shares is made to an Optionee or to ett@ders
generally or to a class of shareholders which ohefuan Optionee, and the offer, if accepted in gloolin
part by any person or persons, would result iroffexor exercising control over the Corporationhiitthe
meaning of applicable securities legislation, tttes Corporation shall, immediately upon receiphatice

of the offer, notify each Optionee currently holglian Option of the offer, with full particulars tleef;
whereupon such Option may be exercised by the grico as to permit the Optionee to tender theeShar
received upon such exercise pursuant to the offer.

Legends Certificates for Shares issued upon exercisepioBs shall bear such legend as may be required
by applicable law or any Stock Exchange on whiehShares are listed for trading.

Changes to SharesNotwithstanding any other provision of this Plamthe event of any change in the
outstanding Shares of the Corporation by reasonamy stock dividend, split, recapitalization,
reclassification, amalgamation, merger, consol@gtcombination or exchange of Shares or distripudi
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11.

12.

13.

14.

15.

16.

17.

18.

19.

rights to holders of Shares or any other form ofpocate reorganization whatsoever, an equitable
adjustment shall be made to any Options then audstg and the Exercise Price (or Prices) in respéct
such Options. Such adjustments shall be madeebBdard in its sole discretion and, subject to i@pple
law, shall be conclusive and binding for all pugmsf the Plan.

Necessary Approvals The grant of Options, the obligation of the Cogtimn to sell and deliver Shares on
the exercise of Options, and any amendments t®lgre or to the terms of an Option granted undex thi
Plan, shall be subject to any approvals requiredgplicable law or any Stock Exchanges on which the
Shares are listed for trading being obtained.

Administration of the Plan The Board may interpret the Plan and make akrotleterminations that it
considers in its sole discretion to be necessamduisable for the administration of the Plan. Buoard
may, in its sole discretion, prescribe, adopt, ain@md rescind rules and regulations for carryingamad
administering the Plan. The interpretation andstmrction of any provision of the Plan by the Boahéll
be final and conclusive. The administration of ®lan shall be the responsibility of the appropriat
officers of the Corporation duly designated for fheposes thereof by the Board and all costs ipeats
thereof shall be paid by the Corporation.

Amendments to Plan Subject to obtaining the consent of applicableusées regulatory authorities in
those circumstances where such consent is requaretdl,shareholder approval in those circumstances
where such approval is required to be obtainednlyyragulatory authority, the Board may amend, modif
or terminate the Plan at any time if and when iistders it to be advisable to do so in its soleréison,
except with respect to any Option then outstandimder the Plan.

Amendments to Options An Option may be amended by written agreement efGbrporation and the
Optionee, provided that any reduction in the Exser&rice must be approved by a majority of disesd
shareholders of the Corporation if the Optioneagnidnsider of the Corporation at the time of thepmsed
amendment.

No Undertaking or Representation The Corporation makes no undertaking or reprasentas to the
future value or price, or as to the listing on &tgck Exchange, of any Shares issued in accordaitice
the Plan.

Assignability and Transferability Options (and any rights thereunder) shall not a@ssignable or
transferable otherwise than by will or pursuanti®e laws of succession or descent and distributiod,
during the lifetime of an Optionee, shall only bereisable by the Optionee.

Compliance with Applicable Law If any provision of the Plan or any Option cav&nes any law or any
order, policy, by-law or regulation of any reguigtdody or Stock Exchange having jurisdiction or
authority over securities of the Corporation or Ean, then such provision shall be deemed to ended
to the extent required to bring such provision icbmpliance therewith.

Enurement The Plan shall enure to the benefit of, and belibg upon, the Corporation, its Affiliates and
their respective successors and assigns. ThesRiEhenure to the benefit of, and be binding upon,
Optionee and the personal representative of a sedgaptionee.

Governing Law and Interpretation The Plan shall be governed by and construeddardance with the
laws of the Province of Ontario and the federaklafvCanada applicable therein.

34



HBdocs - 5292228v2

35



© Mixed Sources N,

Product group from well-managed 10%
forests, controlled sources and
recycled wood or fiber

FSC www.fsc.org Cert no. SGS-COC-1854
© 1996 Forest Stewardship Council





