Memo

To: HRAI Boards of Directors
From: Sandy MaclLeod

Date: August 20, 2026

Re: President’s Report

@ YOUR ENVIRONMENT & OUR EXPERTISE

As the auditors finalize their review of our fiscal financials, | am pleased to share that HRAI has delivered

another very strong year, with results that exceeded expectations on virtually all fronts. Our continued

focus on the strategic plan has provided a clear path for building sound budgets and setting ambitious

objectives.

HRAI concluded the 2025/26 fiscal year with strong overall performance. Revenue finished well ahead
of budget, while costs remained below the prior year. We ended the year with over 1,280 members, a
growth of more than 5% from last year. CMPX 2026 generated approximately $4.0 million in total
revenue, exceeding both budget and the 2024 event, it generated just under $2.0M in net proceeds.

We are already planning for more growth in 2028!

Member and stakeholder
engagement exceeded several
annual targets. Member outreach
reached 63%, stakeholder reach
surpassed 42,000, and HRAI
welcomed 58 new members from
outside Ontario, exceeding the
annual target of 40. Contractor,
manufacturer and associate
membership increased, while
renewal rates remained strong
overall. Wholesaler membership
and renewal were slightly below
the prior year and target.
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B REVENUES ® Operating Surplus

Education results were positive, with course satisfaction reaching 91% in June and 67.5% of
participants coming from outside Ontario, well above the 40% target. HRAI also held 55 chapter
meetings, exceeding our annual target of 50.

Sponsorships and donations reached $753,000, exceeding the $600,000 annual target by
approximately 26%. It was not that long ago that our annual proceeds from sponsorship was less than

$50k annually.

Overall, the results reflect a diversified revenue base, continued national growth and strong
performance across membership, education, events and stakeholder engagement.



The following sections provide an update on each of HRAI’s key strategic priorities.

Government Relations

Government Relations activity in Q4 focused on maintaining HRAI’s visibility and influence with federal
decision-makers, advancing priority workforce and incentive-program recommendations, and
positioning the HVACR industry as an essential partner in Canada’s energy-efficiency and
electrification objectives.

Member satisfaction and performance. HRAI continues to meet its target of maintaining member
satisfaction with government representation at 70% or higher. While the latest available quarterly
Pulse Survey showed a four-point decline, the rolling three-quarter average remained strong at
71.3%—the highest average since tracking began. Satisfaction declined across several areas of
government representation following particularly high levels achieved during the federal election
period.

Federal Advocacy and Policy Influence

HRAI continued to advance the priorities established through its federal election policy platform, with
particular emphasis on workforce development and the design of future HVACR incentive programs.

Key activity included:

e Federal Pre-Budget Advocacy: HRAI incorporated its election priorities into its submission to
the House of Commons Finance Committee’s May pre-budget consultation.

o Skilled-Trades Supports: HRAIl advocated for the proposed Team Canada Strong skilled-
trades measures to extend beyond Red Seal trades and recognize compulsory HVACR-related
certifications.

¢ Incentive Program Design: HRAI continued to promote its Principles of Good HVACR Incentive
Program Design as the federal government considers future consumer programs.

e Federal Outreach: On June 16, an HRAI delegation met with senior advisors to the Ministers of
Finance, Jobs and Families, and Environment and Climate Change, as well as several Members
of Parliament.

These meetings provided an important opportunity to put HRAI’s workforce, energy-efficiency, and
program-desigh recommendations directly before federal decision-makers ahead of Parliament’s
summer recess and anticipated fall budget decisions.




Climate, Energy Efficiency and Industry Leadership

HRAI continued to strengthen its position as a leading industry voice on energy efficiency,
electrification, and effective heat pump deployment.

HRAI participated in the 11th Annual IEA Global Conference on Energy Efficiency in Montreal and was
invited to a small stakeholder discussion with Environment and Climate Change Minister Julie Dabrusin.
In that discussion, HRAI reinforced the need for clear, consistent, and sustained policy signals that
provide industry with the confidence to invest, together with the workforce supports required to
successfully deliver Canada’s energy transition.

HRAI also launched the first-ever HVAC Learning Zone at Retrofit Canada on June
24, Designed to introduce contractors into an event traditionally focused on policy
and program stakeholders, the initiative:

e Attracted approximately 60 local contractors & generated prospective
membership leads

e Increased HRAI’s visibility with new audiences

o Strengthened stakeholder relationships

Staff are assessing the results to determine whether HRAI should continue and potentially expand its
participation when the conference moves to Mississauga in 2027.

Member support for this work remains strong. 51% of members identify climate and energy-efficiency
advocacy as “extremely important,” while 77% rate its importance at 6 or 7. Member assessment of
HRAI’s representation in this area also remains favourable.

Heat Pump and Incentive-Program Leadership

HRAI continued to advance practical solutions supporting building decarbonization and effective heat
pump adoption.

Key initiatives included:

e Continued collaboration with the Building Decarbonization Alliance on the development of a
heat pump technician certification concept. Strong initial industry support has led to plans for
an industry working committee.

e Asuccessful Heat Pump Symposium in Vancouver on May 20, bringing together industry
experts to address technology, training, building electrification, technical issues, and national
and international market trends.

e Continued engagement with NRCan, utilities, and provincial agencies to advance HRAI’s
Principles of Good HVACR Incentive Program Design.

This advocacy is producing results. In Ontario, concerns raised by HRAI and its members contributed
to reconsideration of contractor participation requirements within the Energy Affordability Program. At
the federal level, NRCan continues to seek HRAI’s input as potential future incentive programs are
considered, reinforcing HRAI’s position as a trusted industry advisor.



Trade and Tariffs

HRAI continued to advocate for measures that protect the HVACR sector from tariffs and trade barriers
while supporting Canadian manufacturing and greater trade diversification.

A significant advocacy success was achieved on June 30, when
the federal government amended the U.S. Surtax Remission
Order to provide tariff relief for residential natural gas furnaces
following sustained advocacy by HRAI and its members.

HRAI also engaged senior federal officials from Finance,
International Trade, and the CUSMA Secretariat regarding
broader HVACR trade concerns.

In parallel, HRAI advanced research into non-tariff barriers affecting HVACR trade between Canada and
the European Union. A draft report has now been developed with recommendations intended to
streamline regulatory approval processes and expand opportunities for Canada-EU trade.

Federal officials have expressed interest in considering the HVACR sector as a potential test case for
regulatory streamlining, creating an important opportunity for HRAI to shape broader approaches to
international trade and regulatory alignment.

Workforce Development: Building the Industry Pipeline

HRAI continued to advance its Workforce Development Strategy, with an increasing focus on moving
beyond career awareness toward stronger connections between prospective workers and HVACR
employers.

The scale of HRAI’s career-promotion activity continues to grow:

e 75 Career Ambassadors

e Participation in more than 50 Level Up events

e Approximately 18,000 youth reached

e 2,574 students reached through the national myBlueprint HVACR career-awareness campaign
e 74 studentvideo submissions

e 20 student awards

HRAI is now exploring a more coordinated model for connecting prospective entrants with employers,
including consideration of a streamlined apprentice-intake approach.

Significant progress was also achieved through the $1.3 million NRCan-funded Skills Gap Assessment
Phase 2:

e The updated Ontario curriculum has been completed.

e Upto 12 Ontario colleges are preparing to offer subsidized training.

e The Atlantic Heat Pump Skills Gap Assessment exceeded its participation target, engaging more
than 150 experienced technicians across all four Atlantic provinces.

e Thesuccessfulin-person engagement model developed through the Atlantic work will inform the
upcoming British Columbia phase.



HRAI also continued discussions with the United Association, MCA, ORAC, and other industry
stakeholders, helping establish a more collaborative approach to addressing labour shortages and
ensuring industry readiness for electrification.

Strategic Workforce Outlook

Over the next phase of the Workforce Development Strategy, HRAI will focus on creating a more visible
and coordinated management approach that connects the various elements of its workforce activity.

The priority will be to:

Convert career awareness into stronger employer connections.

Develop more effective pathways for apprentices and prospective workers.

Continue regional skills-gap research and targeted training.

Strengthen collaboration with employers, educators, labour organizations, and other industry
partners.

PoObd=

The objective is not simply to promote HVACR careers, but to help build a stronger and more
sustainable workforce pipeline for the industry.

Codes and Standards

HRAI continued to actively represent members on several significant regulatory files that will shape
HVACR products, installation practices, and market requirements over the coming years.

A2L Refrigerant Transition

HRAI’s Refrigerant Transition Task Group continues to engage with Environment and Climate Change
Canada on updates to ODSHAR required to support Canada’s transition to A2L refrigerants and
improve alignment with U.S. requirements.

ECCC’s stakeholder consultation report is expected shortly, although final regulatory changes may not
take effect until 2028. HRAI will continue to advocate for regulatory clarity, practical implementation
timelines, and alighment that minimizes unnecessary disruption for members.

PFAS

HRAI continues to monitor and advocate on emerging PFAS regulations. Its member-led working group
is emphasizing the need for a risk-based regulatory approach that recognizes existing refrigerant
controls and avoids unnecessarily broad restrictions affecting HVACR products and refrigerants.

Beginningin fiscal 2026/27, HRAI will also participate in Canadians for Safer Products, strengthening
coordination with other industries advocating for evidence-based PFAS policy.

Energy Efficiency Act and Regulations
HRAI remains actively engaged on federal energy-efficiency regulation.
Bill S-4, which modernizes the Energy Efficiency Act, has passed the Senate and is expected to

proceed to the House of Commons in September 2026. HRAI participated in Senate committee
hearings and will continue to represent industry interests as the legislation advances.



NRCan has also published Amendment 19 to the Energy Efficiency Regulations, proposing new or
revised requirements affecting numerous HVACR and water-heating products. HRAI is coordinating
member and industry input ahead of the August 29 consultation deadline.

In Summary

HRAI’s government relations, workforce, and regulatory work continues to evolve from participation to
influence.

We are securing direct access to senior decision-makers, achieving tangible advocacy outcomes,
strengthening our position as a trusted advisor on incentive-program design, expanding workforce-
development initiatives, and ensuring members have a strong voice as significant regulatory changes
move forward.

The opportunity now is to build on this position. With government increasingly looking to HRAI for
industry expertise, our focus will be on converting that access and credibility into stronger policy
outcomes for members and for the HVACR sector nationally.

Communications & Events

HRAI closed the fiscal year with another strong month of communications performance, continuing four
consecutive years of growth in reach, engagement and effectiveness.

Our weekly In the Air newsletter remains a particularly strong member engagement tool, achieving an
average 59% open rate in June, with only nine unsubscribes during the entire fiscal year. These results
demonstrate that members continue to value HRAI communications as a trusted source of industry
information.

Our focus remains on member-driven content. During the year, HRAI featured more than 200 members,
while many more contributed to our communications through committees, surveys, consultations and
advocacy initiatives. This ensures our communications reflect and amplify the priorities and
accomplishments of the industry we represent.

Social media also continued to perform well. LinkedIn surpassed 14,300 followers with a 5.6%
engagement rate, Facebook generated more than 112,000 impressions, and Instagram added 104
followers while generating more than 15,000 organic impressions.

Overall, communications continues to be a strategic strength for HRAI, helping us engage members,
extend our industry reach and strengthen HRAI’s voice across Canada.

Golf Tournament

The 2026 Wholesalers Golf Tournament delivered record results, generating
approximately $95,000 in revenue and a preliminary operating profit of $29,000—
more than $10,000 above budget. Strong sponsorship revenue of $39,600 and
lower-than-budgeted expenses contributed to the performance.

Participant feedback was also very positive, with 97% rating the event Excellent or
Very Good and indicating they would attend again even if the venue changed.
Attendees particularly valued the networking, organization, venue and
professionalism of HRAI staff.




Following the event, the Wholesaler Board confirmed its
commitment to keeping the tournament wholesalers-led, with
future planning focused on strengthening participation, sponsorship
and long-term sustainability.

In today’s digital landscape, where a 30% email open rate is considered strong, HRAI’s In The Air
newsletter continues to exceed expectations by a wide margin. After achieving an impressive 47% open
rate in 2023, the newsletter climbed to 53% in 2024, setting a new benchmark for industry
communications. Early indicators suggest this momentum will continue into 2026. This success reflects
In The Air’s winning formula: timely, high-value industry insights paired with visually engaging, easy-to-
read content. The result is a resource that not only keeps members informed and ahead of industry
trends but also consistently ranks among the top-performing association newsletters.

Education

The 2025/26 fiscal year concluded with strong overall performance across HRAI's Education portfolio,
with total revenues exceeding budget and several key strategic initiatives advancing throughout the year.
While performance varied across individual program areas, a strong finish in HRAI technical education,
continued demand for ODP programming, expanding national participation, and the successful
expansion of HRAI’s technical training portfolio positioned Education for continued growth heading into
2026/27. Throughout the year, HRAI continued to advance its education portfolio by expanding program
offerings, increasing accessibility, strengthening industry partnerships, and enhancing the overall
learner experience across Canada.

*Based on preliminary financials provided at the time of drafting this document

Q4 Summary — HRAI Courses/Manuals Revenue* | YTD Budget Forecast
HRAI Courses — General/Technical/A2L $1,092,852( $1,040,400 $915,900
HRAI Technical Manual/Exam Sales $169,308 $103,800 $186,100
Q4 Summary — ODP Courses/Manuals Revenue* | YTD Budget Forecast
ODP/ODS Courses — New & Renewals $1,249,045( $1,239,000 $1,253,500
ODP/ODS Manual Sales $576,267 $608,300 $686,200
Q4 Summary - Totals Revenue* | YTD Budget Forecast
HRAI Courses & Manuals $1,262,160( $1,144,200 $1,102,000
ODP/ODS Courses and Manuals $1,825,312( $1,847,300 $1,939,700

At the end of Q4, total Education revenue reached $3,087,472, exceeding the annual budget of
$2,991,500. This year-end result reflects a strong finish to the fiscal year, with performance across the
portfolio demonstrating the continued strength of HRAIl's education offerings and balanced
contributions from both technical training and ODP programming.

HRAI courses and manuals generated $1,262,160, exceeding the annual budget of $1,144,200.
Following softer technical course registrations earlier in the fiscal year, stronger participation in the final



quarter, combined with continued growth in technical manual and exam sales, resulted in HRAl's
technical education portfolio finishing more than 10% above budget. The addition of targeted course
offerings in June helped drive year-end registrations and contributed to this strong recovery.

ODP and ODS courses and manuals delivered $1,825,312, finishing slightly below the annual budget of
$1,847,300. Despite this modest variance, the program continued to perform consistently throughout
the year and remained a significant contributor to overall Education revenue, reflecting steady demand
for ODP certification, renewals, and manual sales.

Throughout 2025/26, HRAI continued to strengthen its education portfolio through new programs,
expanded accessibility and strategic partnerships.

A key milestone was the launch of the Whole Home Heat Loss and Heat Gain program, which reached
63 participants and generated approximately $54,300 in revenue. Strong participation demonstrates
growing demand for whole-home residential system design training, while integration of the Stride
software platform provides participants with practical exposure to industry tools.

HRAI also expanded national accessibility by introducing French-language A2L and ODP refrigerant
training, responding to demand for bilingual technical education across Canada.

New partnerships with SkillCat, Contractor University and HVAC Distributor University broadened
access to technical, business and leadership development. While early adoption has been modest,
SkillCat continues to offer significant long-term potential. The other partnerships will be evaluated this
fall based on member value, demand and strategic fit.

Overall, Education revenue exceeded the annual budget, driven by the strong recovery in HRAI technical
education while maintaining stable performance across the ODP portfolio. These results demonstrate
the resilience of HRAI's education programs and the value of maintaining a diverse portfolio of technical,
regulatory, and certification-based training opportunities.

The fiscal year concluded with a strong financial foundation while continuing to advance key education
initiatives, expand technical programming, and strengthen HRAI's national training presence,
positioning the Education portfolio for continued growth in 2026/27.

Business Fundamentals

Membership

HRAI concluded the fiscal year with strong sales and membership o

growth, welcoming 61 new member organizations in the final eOHMI

quarter and bringing total annual recruitment to 145 new

members. Of these, 51 (35.2%) were located outside Ontario, _\$ MEMBERSHIP -~
demonstrating continued progress in expanding HRAI’s national s CAMPAIGN N
reach.

. . | | Vi iy e
The limited One Dollar Membership Campaign exceeded its T N
target, attracting 41 new Associate and Contractor members NEW MEMBERS
against a goal of 40. The campaign also provided valuable insights GOAL: 40
into prospect nurturing, multi-channel outreach and onboarding . A A
that will inform future recruitment initiatives. @ @ ﬂ”

OUTREACH ENGAGE STRONGER FUTURE



2025-2026 Quarterly Membership Tracking — All Divisions

145 51 35%

Total New Members for 20252026 Fiscal Number OQutside of Ontario Percentage of New Members Outside of
Year Ontario

Total Number Number Outside Percentage of New Members Outside of

of New Members of Ontario Ontario for the Quarter

1 24 7 P 29%
2 21 11 O 52%
3 39 12 O 31%
4 61 21 o 34%

Concluded the 2025-2026 fiscal year with a strong national chapter engagement program, providing
strategic oversight for the delivery of 16 fourth-quarter chapter meetings and a total of 55 chapter
meetings across Canada. Chapter meetings enhance member value, strengthen HRAI's regional
presence, and support the association's broader membership growth and retention objectives.

Sales

During the quarter, Scott Papp transitioned into the Sales Lead role, supporting HRAI’'s move toward a
more structured and coordinated sales function. This transition forms part of the broader Revenue
Growth strategy, with departmental objectives, performance measures and strategic priorities
established to support membership, sponsorship, education and future revenue opportunities.

Planning for fiscal 2026-2027 included development of a new sales plan, performance metrics and a
CRM implementation roadmap. Recruitment also advanced for additional sales capacity, while work
continued to modernize CRM utilization, sales reporting and lead management. HRAI also progressed
an agreement with retired HVACR executive Ray Newstead, formerly of ECCO Supply, to provide
specialized industry expertise and support business development initiatives in British Columbia
improving our presence in that province.

Sales efforts continued to strengthen HRAI’s national pipeline through targeted outreach to contractors,
manufacturers, wholesalers and organizations outside the association’s traditional membership base.
Development of the Certification Bodies, Standards Organizations & Safety Authorities Associate
Membership category also continued, supporting HRAI’s strategy to broaden membership across the
HVACR ecosystem.

The Revenue Growth function also began the structured integration of HRAI’s education portfolio,
working with Education staff to assess revenue streams, customer segments, sales cycles and growth
opportunities. This longer-term initiative will continue through fiscal 2026-2027, with a focus on
improving sales follow-up, value propositions and coordination between Sales, Marketing and
Education.



The team also supported conference attendance, sponsorship development and promotional
initiatives, contributing to revenue generation and member engagement while positioning HRAI with a
stronger sales pipeline and organizational structure entering fiscal 2026-2027.

Financials

Preliminary, pre-audit results indicate a strong financial performance for fiscal 2025-2026, with HRAI
generating an operational surplus of approximately $594,000, significantly ahead of the budgeted
$41,000 surplus. Including investment and U.S. exchange activity, the preliminary year-end surplus
increases to approximately $678,000.

Performance was broad-based across revenue categories. Membership revenue reached $1.52 million,
5% above budget and supported by a record 95% renewal rate across the three core divisions. Education
revenue reached $3.09 million, 3% above budget, aided by stronger-than-expected recertification
revenue.

Key Q4 contributors included CMPX, with $1.97 million in HRAI-recognized revenue and strong
sponsorship and booth sales; the Toronto and Vancouver Heat Pump Symposiums, which generated
combined revenue of $666,000 and approximately $250,000 in profit; and the Wholesalers Golf
Tournament, which generated $95,000 in revenue and approximately $30,000 in profit.

Overall, HRAI enters the new fiscal year from a strong financial position, with results exceeding both
budget and the March forecast.

Technology, Data & Innovation

Q4 focused on converting technology and data initiatives developed earlier in the year into practical
solutions delivering measurable value across HRAI. Priorities included education and membership
modernization, business intelligence, cybersecurity, cloud readiness and the early adoption of artificial
intelligence.

e Education & Membership Modernization: HRAI successfully launched its new Recertification
Program, introducing automated renewals, subscription-based invoicing, LMS integration,
automated communications and improved reporting. The program significantly exceeded its
original revenue objective of approximately $60,000, generating approximately $120,000 during
the fiscal year.

Technology enhancements also streamlined membership renewals through improved
workflows, communications, automation and reporting. These improvements, combined with
Membership team efforts, contributed to a faster renewal cycle, with approximately 65% of
members renewed by mid-July.

e Business Intelligence & Reporting: New dashboards and reporting tools improved visibility into
education revenue, participation, certification activity, membership outreach and financial
performance. Executive reporting was also enhanced, supporting HRAI’s continued transition
toward more data-driven decision making.

e Cybersecurity & Technology Modernization: HRAI strengthened cybersecurity through
enhanced identity and email threat protection, staff awareness initiatives and weekly phishing
simulations. Deployment of Microsoft Entra-joined devices also advanced HRAI’s longer-term
objective of becoming a cloud-first organization by 2028. Planning will begin for the required
migration of iMIS to ASI’s cloud platform by July 2027.



e Artificial Intelligence: Q4 marked HRAI’s transition from Al awareness toward practical
organizational adoption. An Al Adoption Roadmap was introduced to staff, supported by
practical examples and planned enablement sessions. HRAI also began evaluating its first Al
Agent—an Al-powered Auto Attendant designed to improve member service and operational
efficiency, with implementation planned for Q1.

Overall, Q4 demonstrated Technology, Data and Innovation’s continued evolution from a traditional
support function into a strategic business partner, delivering increased revenue, operational
efficiencies, stronger organizational resilience and improved decision-making capabilities.

The HRAI Team

Bianca Kennedy and Scott Papp are adjusting well to their new leadership roles. The creation of an in-
house Events Team and a new Sales function represents a considerable organizational change for HRAI.
While early progress is encouraging, these functions will require time to fully integrate into operations
and deliver their anticipated long-term benefits, including revenue growth and improved member
satisfaction.

Development of the new Sales team continues. Gurleen Bagga has been promoted into one of the new
sales roles, with recruitment continuing for the second position. Under Scott’s leadership, the focus will
be on establishing the processes, tools and team structure needed to support HRAI’s broader revenue
growth objectives.

With the Newcom event management agreement concluding in May, Bianca Kennedy was appointed to
lead HRAI’s new in-house Events Team. Bianca has since hired Samantha Nagy and Tom Ly, completing
the initial build-out of the team and allowing HRAI to begin transitioning event management capabilities
in-house.

Following Tracey Shepherd’s departure, recruitment for a new Member Services Manager was
completed, with Zia Hasan joining HRAI on June 29, 2026.

There have also been several changes affecting the Government Relations and Workforce Development
functions. Adam Freill, who commenced a disability leave in May, has recently submitted his
resignation, while Andrew Ferguson’s position was eliminated as HRAI reconsidered its approach to
Workforce Development. External consultants have been providing interim support for key files. HRAl is
now reviewing the structure and resourcing of the Government Relations team to determine the best
approach to covering these responsibilities and ensuring continuity across key advocacy, regulatory and
workforce priorities.

In addition, Trish Thompson departed HRAI in June following organizational changes associated with the
creation of the new Sales team.

Responsibility for rejuvenating the BC and Atlantic Regional Councils has been assigned to Abhi
Kantamneni, with both councils now operating under the Government Relations team. This change is
intended to provide a more coordinated and engagement-driven approach to regional advocacy and
member engagement.

These people changes are to be expected as we implement the approved organizational changes, the
focus will be on stabilizing the new team structures, completing recruitment, strengthening cross-
functional coordination and ensuring continuity in priority areas, while allowing the new Sales and
Events functions time to become fully integrated into HRAI’s operations.



As always, if you have any questions or would like to discuss any of these issues in person, please reach
outto me. To dive deeper into any of the active files, you have access to the Quarterly operationalreports
in the Directors Resource Centre.

Sandy MaclLeod
President and CEO



