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MICROCOAL TECHNOLOGIES INC. 

 

LONG-TERM PERFORMANCE INCENTIVE PLAN 

 

 

SECTION 1. ESTABLISHMENT AND PURPOSE OF THIS PLAN 
 

Subject to approval by the shareholders of MicroCoal, the Company wishes to establish this 

long-term performance incentive plan ("Plan").   

 

The purpose of this Plan is to promote the long-term success of the Company and the creation of 

shareholder value by: (a) encouraging the attraction and retention of Directors, Key Employees 

and Consultants of the Company and its Subsidiaries; (b) encouraging such Directors, Key 

Employees and Consultants to focus on critical long-term objectives; and (c) promoting greater 

alignment of the interests of such Directors, Key Employees and Consultants with the interests of 

the Company. 

 

To this end, this Plan provides for the grant of Restricted Share Units, Performance Share Units, 

Deferred Share Units and Options to Directors, Key Employees and Consultants of the Company 

as further described in this Plan. 

 

SECTION 2. DEFINITIONS 

 

As used in this Plan, the following terms shall have the meanings set forth below: 

 

(a) "Associate" has the meaning ascribed thereto in the Securities Act; 

 

(b) "Award" means any award of Restricted Share Units, Performance Share Units, 

Deferred Share Units or Options granted under this Plan; 

 

(c) "Award Agreement" means any written agreement, contract, or other instrument 

or document, including an electronic communication, as may from time to time be 

designated by the Company as evidencing any Award granted under this Plan; 

 

(d) "Board" means the board of directors of the Company; 

 

(e) "Change of Control" means the acquisition by any person or by any person and a 

joint actor, whether directly or indirectly, of voting securities (as such terms are 

interpreted in the Securities Act) of the Company, which, when added to all other 

voting securities of the Company at the time held by such person or by such 

person and a person "acting jointly or in concert" with another person, as that 

phrase is interpreted in National Instrument 62-103, totals for the first time not 

less than fifty (50%) percent of the outstanding voting securities of the Company 

or the votes attached to those securities are sufficient, if exercised, to elect a 

majority of the Board; 
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(f) "Committee" means such committee of the Board performing functions in respect 

of compensation as may be determined by the Board from time to time; 
 

(g) "Company" or "MicroCoal" means MicroCoal Technologies Inc., a company 

existing pursuant to the provisions of the Canada Business Corporations Act, and 

any of its successors or assigns; 

 

(h) "Consultant" means a Person (other than a Key Employee or Director) that: 

 

(i) is engaged to provide on an ongoing bona fide basis, consulting, technical, 

management or other services to the Company or an affiliate of the 

Company, other than services provided in relation to a distribution (as 

defined in the Securities Act); 

 

(ii) provides the services under a written contract between the Company or an 

affiliate of the Company and the Person, as the case may be; 

 

(iii) in the reasonable opinion of the Company, spends or will spend a 

significant amount of time on the affairs and business of the Company or 

an affiliate of the Company; and 

 

(iv) has a relationship with the Company or an affiliate of the Company that 

enables the Person to be knowledgeable about the business and affairs of 

the Company; 

 

(i) "Deferred Share Unit" means a right to receive on a deferred basis a payment in 

either Shares or cash as provided in Section 5(c) hereof and subject to the terms 

and conditions of this Plan and the applicable Award Agreement; 

 

(j) "Determination Date" means a date determined by the Board in its sole 

discretion but not later than 90 days after the expiry of a Performance Cycle; 

 

(k) "Director" means a member of the Board; 

 

(l) "Disability" means any medical condition which qualifies a Participant for 

benefits under a long-term disability plan of the Company or Subsidiary; 

 

(m) "Effective Date" has the meaning ascribed thereto in Section 8; 

 

(n) "Election Form" means the form to be completed by a Director specifying the 

amount of Fees he or she wishes to receive in Deferred Share Units under this 

Plan;  

 

(o) "Eligible Person" means Directors, Key Employees and Consultants; 

 

(p) "Exchange" means the Canadian National Stock Exchange, or such other 

exchange upon which the Shares of the Company may become listed for trading; 
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(q) "Fees" means the annual board retainer, chair fees, meeting attendance fees or any 

other fees payable to a Director by the Company; 

 

(r) "Grant Date" means, for any Award, the date specified by the Board as the grant 

date at the time it grants the Award or, if no such date is specified, the date upon 

which the Award was actually granted; 

 

(s) "Insider" means any insider, as that term is defined in the Securities Act; 

 

(t) "Insider Participant" means a Participant who is an (i) Insider of the Company 

or of a Subsidiary, and (ii) Associate of any person who is an Insider by virtue of 

(i); 

 

(u) "Key Employees" means employees, including officers, whether Directors or not, 

and including both full-time and part-time employees of the Company or any 

Subsidiary who, by the nature of their positions or jobs are, in the opinion of the 

Board, in a position to contribute to the success of the Company; 

 

(v) "Market Unit Price" means the value of a Share determined by reference to the 

five-day weighted average closing price of a Share on the immediately preceding 

five (5) Trading Days, provided that, if no Shares traded in any of the five (5) 

Trading Days prior to the applicable day, the average of the closing bid and ask 

prices shall be used instead of the closing price;  

 

(w) "Option" means incentive share purchase options entitling the holder thereof to 

purchase Shares; 

 

(x) "Option Plan" means the stock option plan of the Company dated September 3, 

2009; 

 

(y) "Option Plan Awards" means those Options granted by the Company under the 

Option Plan as at the Effective Date, being 6,720,000 Options; 

 

(z) "Participant" means any Eligible Person to whom Awards under this Plan are 

granted; 

 

(aa) "Participant's Account" means a notional account maintained for each 

Participant's participation in this Plan which will show any Restricted Share 

Units, Performance Share Units, Deferred Share Units or Options credited to a 

Participant from time to time; 

 

(bb) "Performance-Based Award" means, collectively, Performance Share Units and 

Restricted Share Units; 
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(cc) "Performance Criteria" means criteria established by the Board which, without 

limitation, may include criteria based on the Participant's personal performance 

and/or financial performance of the Company and its Subsidiaries, and that are to 

be used to determine the vesting of the Performance Share Units; 

 

(dd) "Performance Cycle" means the applicable performance cycle of the 

Performance Share Units as may be specified by the Board in the applicable 

Award Agreement;  

 

(ee) "Performance Share Unit" means a right awarded to a Participant to receive a 

payment in Shares as provided in Section 5(b) hereof and subject to the terms and 

conditions of this Plan and the applicable Award Agreement; 

 

(ff) "Person" means any individual, corporation, partnership, association, joint-stock 

company, trust, unincorporated organization, or governmental authority or body; 

 

(gg) "Restriction Period" means the time period between the Grant Date and the 

Vesting Date of an Award of Restricted Share Units specified by the Board in the 

applicable Award Agreement; 

 

(hh) "Restricted Share Unit" means a right awarded to a Participant to receive a 

payment in Shares as provided in Section 5(a) hereof and subject to the terms and 

conditions of this Plan and the applicable Award Agreement; 

 

(ii) "Retirement" means retirement from active employment with the Company or a 

Subsidiary with the consent of an officer of the Company or the Subsidiary; 

 

(jj) "Securities Act" means the Securities Act (British Columbia), as amended, from 

time to time; 

 

(kk) "Security-Based Compensation Arrangement" shall have the meaning ascribed 

thereto in the rules and policies of the Exchange, or in the event that such term is 

not defined in the rules and policies of the Exchange, shall mean a stock option, 

stock option plan, employee stock purchase plan, long-term incentive plan or any 

other compensation or incentive mechanism involving the issuance or potential 

issuance of Shares to one or more full-time employees, officers, Insiders, service 

providers or Consultants of the Company or a Subsidiary, including a share 

purchase from treasury by a full-time employee, officer, Insider, service provider 

or Consultant which is financially assisted by the Company or a Subsidiary by 

way of loan, guarantee or otherwise; 

 

(ll) "Shareholder Approval" shall have the meaning ascribed thereto in Section 8 

hereof; 

 

(mm) "Shares" means the common shares of the Company; 
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(nn) "Subsidiary" means a corporation, company or partnership that is controlled, 

directly or indirectly, by the Company; 

 

(oo) "Termination Date" means, as applicable: (i) in the event of a Participant's 

Retirement, voluntary termination or termination of employment as a result of a 

Disability, the date on which such Participant ceases to be an employee of the 

Company or a Subsidiary; and (ii) in the event of termination of the Participant's 

employment by the Company or a Subsidiary, the date on which such Participant 

is advised by the Company or a Subsidiary, in writing or verbally, that his or her 

services are no longer required;  

 

(pp) "Trading Day" means any date on which the Exchange is open for trading; and 

 

(qq) "Vesting Date" means in respect of any Award, the date when the Award is fully 

vested in accordance with the provisions of this Plan and the applicable Award 

Agreement.  

 

SECTION 3. ADMINISTRATION 

 

(a) BOARD TO ADMINISTER PLAN. Except as otherwise provided herein, this 

Plan shall be administered by the Board and the Board shall have full authority to 

administer this Plan, including the authority to interpret and construe any 

provision of this Plan and to adopt, amend and rescind such rules and regulations 

for administering this Plan as the Board may deem necessary in order to comply 

with the requirements of this Plan. 

 

(b) DELEGATION TO COMMITTEE. All of the powers exercisable hereunder by 

the Board may, to the extent permitted by applicable law and as determined by 

resolution of the Board, be delegated to and exercised by the Committee or such 

other committee as the Board may determine. 

 

(c) INTERPRETATION. All actions taken and all interpretations and determinations 

made or approved by the Board in good faith shall be final and conclusive and 

shall be binding on the Participants and the Company. 

 

(d) NO LIABILITY. No Director shall be personally liable for any action taken or 

determination or interpretation made or approved in good faith in connection with 

this Plan and the Directors shall, in addition to their rights as Directors, be fully 

protected, indemnified and held harmless by the Company with respect to any 

such action taken or determination or interpretation made. The appropriate 

officers of the Company are hereby authorized and empowered to do all things 

and execute and deliver all instruments, undertakings and applications and 

writings as they, in their absolute discretion, consider necessary for the 

implementation of this Plan and of the rules and regulations established for 

administering this Plan. All costs incurred in connection with this Plan shall be for 

the account of the Company. 
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SECTION 4. SHARES AVAILABLE FOR AWARDS 

 

(a) LIMITATIONS ON SHARES AVAILABLE FOR ISSUANCE.  

 

(i) The aggregate number of Shares issuable under this Plan in respect of 

Awards shall not exceed 11,661,678.  For greater certainty, the Option 

Plan Awards issued under the Option Plan shall be included in the 

calculation of the aggregate number of Shares issued under this Plan in 

respect of Awards; 

 

(ii) The total number of Shares issuable to any Participant under this Plan, at 

any time, together with Shares reserved for issuance to such Participant 

under all of the Company's other Security-Based Compensation 

Arrangements, shall not exceed five (5%) percent of the issued and 

outstanding Shares;  

 

(iii) The total number of Shares issuable to all Insider Participants within any 

one-year period and at any time under this Plan, together with Shares 

reserved for issuance to such Participants under all of the Company's other 

Security-Based Compensation Arrangements, shall not exceed fifteen 

(15%) percent of the issued and outstanding Shares; and 

 

(iv) The total number of Shares issuable to non-executive Directors under this 

Plan shall not exceed one (1%) percent of the issued and outstanding 

Shares.  

 

(b) ACCOUNTING FOR AWARDS. For purposes of this Section 4: 

 

(i) If an Award is denominated in Shares, the number of Shares covered by 

such Award, or to which such Award relates, shall be counted on the 

Grant Date of such Award against the aggregate number of Shares 

available for granting Awards under this Plan; and 

 

(ii) Notwithstanding anything herein to the contrary, any Shares related to 

Awards which terminate by expiration, forfeiture, cancellation, or 

otherwise without the issuance of such Shares, are settled in cash in lieu of 

Shares, or are exchanged with the Board's permission, prior to the issuance 

of Shares, for Awards not involving Shares, shall be available again for 

granting Awards under this Plan. 

 

(c) ANTI-DILUTION.  If the number of outstanding Shares is increased or decreased 

as a result of a stock split, consolidation or recapitalization and not as a result of 

the issuance of Shares for additional consideration or by way of stock dividend, 

the Board may make appropriate adjustments to the number and price (or other 

basis upon which an Award is measured) of Restricted Share Units, Performance 
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Share Units, Deferred Share Units and/or Options credited to a Participant. Any 

determinations by the Board as to the required adjustments shall be made in its 

sole discretion and all such adjustments shall be conclusive and binding for all 

purposes under this Plan. 

 

(d) OPTION PLAN.  From and after the Effective Date, this Plan will replace the 

Option Plan and any agreements emanating or deriving therefrom.  The Option 

Plan Awards will be deemed, from and after the Effective Date, to be Options 

issued and outstanding under (and governed by) this Plan, and the Option Plan 

will be of no further force or effect. 

 

SECTION 5. AWARDS  

 

(a) RESTRICTED SHARE UNITS 

 

(i) ELIGIBILITY AND PARTICIPATION.  Subject to the provisions of this 

Plan and such other terms and conditions as the Board may prescribe, the 

Board may, from time to time, grant Awards of Restricted Share Units to 

Directors and Key Employees. Restricted Share Units granted to a 

Participant shall be credited, as of the Grant Date, to the Participant's 

Account. The number of Restricted Share Units to be credited to each 

Participant shall be determined by the Board in its sole discretion in 

accordance with this Plan. Each Restricted Share Unit shall, contingent 

upon the lapse of any restrictions, represent one (1) Share. The number of 

Restricted Share Units granted pursuant to an Award and the Restriction 

Period in respect of such Restricted Share Units shall be specified in the 

applicable Award Agreement. 

 

(ii) RESTRICTIONS. Restricted Share Units shall be subject to such 

restrictions as the Board, in its sole discretion, may establish in the 

applicable Award Agreement, which restrictions may lapse separately or 

in combination at such time or times and on such terms, conditions and 

satisfaction of objectives as the Board may, in its discretion, determine at 

the time an Award is granted.  

 

(iii) VESTING. All Restricted Share Units will vest and become payable by 

the issuance of Shares at the end of the Restriction Period if all applicable 

restrictions have lapsed, as such restrictions may be specified in the Award 

Agreement. 

 

(iv) CHANGE OF CONTROL. In the event of a Change of Control, all 

restrictions upon any Restricted Share Units shall lapse immediately and 

all such Restricted Share Units shall become fully vested in the Participant 

and will accrue to the Participant in accordance with Section 5(a)(ix) 

hereof. 
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(v) DEATH. Other than as may be set forth in the applicable Award 

Agreement, upon the death of a Participant, any Restricted Share Units 

granted to such Participant which, prior to the Participant's death, have not 

vested, will be immediately and automatically forfeited and cancelled 

without further action and without any cost or payment, and the 

Participant or his or her estate, as the case may be, shall have no right, title 

or interest therein whatsoever.  Any Restricted Share Units granted to such 

Participant which, prior to the Participant's death, had vested pursuant to 

the terms of the applicable Award Agreement will accrue to the 

Participant's estate in accordance with Section 5(a)(ix) hereof. 

 

(vi) TERMINATION OF EMPLOYMENT. 

 

A. Where, in the case of a Key Employee, a Participant's employment 

is terminated by the Company or a Subsidiary for cause, all 

Restricted Share Units granted to the Participant under this Plan 

will immediately terminate without payment, be forfeited and 

cancelled and shall be of no further force or effect as of the 

Termination Date.  

 

B. Where, in the case of a Key Employee, a Participant's employment 

terminates by reason of termination by the Company or a 

Subsidiary without cause, by voluntary termination or due to 

Retirement by the Participant, all Restricted Share Units granted to 

the Participant under this Plan that have not vested will, unless the 

applicable Award Agreement provides otherwise and subject to the 

provisions below, immediately terminate without payment, be 

forfeited and cancelled and shall be of no further force or effect as 

of the Termination Date, provided, however, that any Restricted 

Share Units granted to such Participant which, prior to the 

Participant's termination without cause, voluntary termination or 

Retirement, had vested pursuant to the terms of the applicable 

Award Agreement will accrue to the Participant in accordance with 

Section 5(a)(ix) hereof. 

 

C. Upon termination of a Participant's employment with the Company 

or a Subsidiary, the Participant's eligibility to receive further grants 

of Awards of Restricted Share Units under this Plan shall cease as 

of the Termination Date. 

 

(vii) DISABILITY.  Where, in the case of a Key Employee, a Participant 

becomes afflicted by a Disability, all Restricted Share Units granted to the 

Participant under this Plan will continue to vest in accordance with the 

terms of such Restricted Share Units, provided, however, that no 

Restricted Share Units may be redeemed during a leave of absence.  

Where a Key Employee's employment is terminated due to Disability, all 
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Restricted Share Units granted to the Participant under this Plan that have 

not vested will, unless the applicable Award Agreement provides 

otherwise and subject to the provisions below, immediately terminate 

without payment, be forfeited and cancelled and shall be of no further 

force or effect as of the Termination Date, provided, however, that any 

Restricted Share Units granted to such Participant which, prior to the 

Participant's termination due to Disability, had vested pursuant to terms of 

the applicable Award Agreement will accrue to the Participant in 

accordance with Section 5(a)(ix) hereof. 

 

(viii) CESSATION OF DIRECTORSHIP. Where, in the case of Directors, a 

Participant ceases to be a Director for any reason, any Restricted Share 

Units granted to the Participant under this Plan that have not yet vested 

will, unless the applicable Award Agreement provides otherwise and 

subject to the provisions below, immediately terminate without payment, 

be forfeited and cancelled and shall be of no further force or effect as of 

the Date the Participant ceases to be a Director, provided, however, that 

any Restricted Share Units granted to such Participant which, prior to the 

Participant ceasing to be a Director for any reason, had vested pursuant to 

the terms of the applicable Award Agreement will accrue to the 

Participant in accordance with Section 5(a)(ix) hereof. 

 

(ix) PAYMENT OF AWARD. As soon as practicable after each Vesting Date 

of an Award of Restricted Share Units, the Company shall issue from 

treasury to the Participant, or if Section 5(a)(v) applies, to the Participant's 

estate, a number of Shares equal to the number of Restricted Share Units 

credited to the Participant's Account that become payable on the Vesting 

Date. As of the Vesting Date, the Restricted Share Units in respect of 

which such Shares are issued shall be cancelled and no further payments 

shall be made to the Participant under this Plan in relation to such 

Restricted Share Units. 

 

(b) PERFORMANCE SHARE UNITS 

 

(i) ELIGIBILITY AND PARTICIPATION. Subject to the provisions of this 

Plan and such other terms and conditions as the Board may prescribe, the 

Board may, from time to time, grant Awards of Performance Share Units 

to Key Employees. Performance Share Units granted to a Participant shall 

be credited, as of the Grant Date, to the Participant's Account. The number 

of Performance Share Units to be credited to each Participant shall be 

determined by the Board, in its sole discretion, in accordance with this 

Plan.  Each Performance Share Unit shall, contingent upon the attainment 

of the Performance Criteria within the Performance Cycle, represent one 

(1) Share. The number of Performance Share Units granted pursuant to an 

Award, the Performance Criteria which must be satisfied in order for the 

Performance Share Units to vest and the Performance Cycle in respect of 
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such Performance Share Units shall be specified in the applicable Award 

Agreement. 

 

(ii) PERFORMANCE CRITERIA.  The Board will select, settle and 

determine the Performance Criteria (including without limitation the 

attainment thereof), for purposes of the vesting of the Performance Share 

Units, in its sole discretion. An Award Agreement may provide the Board 

with the right, during a Performance Cycle or after it has ended, to revise 

the Performance Criteria and the Award amounts if unforeseen events 

(including, without limitation, changes in capitalization, an equity 

restructuring, an acquisition or a divestiture) occur which have a 

substantial effect on the financial results and which in the sole judgment of 

the Board make the application of the Performance Criteria unfair unless a 

revision is made.  Notices will be provided by the Company to applicable 

regulatory authorities or stock exchanges as may be required with respect 

to the foregoing. 

 

(iii) VESTING. All Performance Share Units will vest and become payable to 

the extent that the Performance Criteria set forth in the Award Agreement 

are satisfied for the Performance Cycle, the determination of which 

satisfaction shall be made by the Board on the Determination Date.  

 

(iv) CHANGE OF CONTROL. In the event of a Change of Control, all 

Performance Share Units granted to a Participant shall become fully 

vested in such Participant (without regard to the attainment of any 

Performance Criteria) and shall become payable to the Participant in 

accordance with Section 5(b)(viii) hereof. 

 

(v) DEATH. Other than as may be set forth in the applicable Award 

Agreement and below, upon the death of a Participant, all Performance 

Share Units granted to the Participant which, prior to the Participant's 

death, have not vested, will immediately and automatically be forfeited 

and cancelled without further action and without any cost or payment, and 

the Participant or his or her estate, as the case may be, shall have no right, 

title or interest therein whatsoever, provided, however, the Board may 

determine, in its sole discretion, the number of the Participant's 

Performance Share Units that will vest based on the extent to which the 

applicable Performance Criteria set forth in the Award Agreement have 

been satisfied in that portion of the Performance Cycle that has lapsed. 

The Performance Share Units that the Board determines to have vested 

shall become payable in accordance with Section 5(b)(viii) hereof.  

 

(vi) TERMINATION OF EMPLOYMENT. 

 

A. Where a Participant's employment is terminated by the Company 

or a Subsidiary for cause, all Performance Share Units granted to 
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the Participant under this Plan will immediately terminate without 

payment, be forfeited and cancelled and shall be of no further force 

or effect as of the Termination Date.  

 

B. Other than as may be set forth in the applicable Award Agreement 

and below, where a Participant's employment is terminated by the 

Company or a Subsidiary without cause, by voluntary termination 

or due to Retirement, all Performance Share Units granted to the 

Participant which, prior to the Participant's termination without 

cause, by voluntary termination or due to Retirement, have not 

vested, will immediately and automatically be forfeited and 

cancelled without further action and without any cost or payment, 

and the Participant shall have no right, title or interest therein 

whatsoever as of the Termination Date, provided, however, the 

Board may determine, in its sole discretion, the number of the 

Participant's Performance Share Units that will vest based on the 

extent to which the applicable Performance Criteria set forth in the 

Award Agreement have been satisfied in that portion of the 

Performance Cycle that has lapsed. The Performance Share Units 

that the Board determines to have vested shall become payable in 

accordance with Section 5(b)(viii) hereof.  

 

C. Upon termination of a Participant's employment with the Company 

or a Subsidiary, the Participant's eligibility to receive further grants 

of Awards of Performance Share Units under this Plan shall cease 

as of the Termination Date. 

 

(vii) DISABILITY.  Where a Participant becomes afflicted by a Disability, all 

Performance Share Units granted to the Participant under this Plan will 

continue to vest in accordance with the terms of such Performance Share 

Units, provided, however, that no Performance Share Units may be 

redeemed during a leave of absence.  Where a Participant's employment is 

terminated due to Disability, all Performance Share Units granted to the 

Participant under this Plan that have not vested will, unless the applicable 

Award Agreement provides otherwise and subject to the provisions below, 

immediately and automatically be forfeited and cancelled without further 

action and without any cost or payment, and the Participant shall have no 

right, title or interest therein whatsoever as of the Termination Date, 

provided, however, that the Board may determine, in its sole discretion, 

the number of the Participant's Performance Share Units that will vest 

based on the extent to which the applicable Performance Criteria set forth 

in the Award Agreement have been satisfied in that portion of the 

Performance Cycle that has lapsed. The Performance Share Units that the 

Board determines to have vested shall become payable in accordance with 

Section 5(b)(viii) hereof.  
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(viii) PAYMENT OF AWARD. Payment to Participants in respect of vested 

Performance Share Units shall be made after the Determination Date for 

the applicable Award and in any case within ninety-five (95) days after the 

last day of the Performance Cycle to which such Award relates. Such 

payments shall be made entirely in Shares.  The Company shall issue from 

treasury to the Participant, or if Section 5(b)(v) applies, to the Participant's 

estate, a number of Shares equal to the number of Performance Share 

Units that have vested. As of the Vesting Date, the Performance Share 

Units in respect of which such Shares are issued shall be cancelled and no 

further payments shall be made to the Participant under this Plan in 

relation to such Performance Share Units.  

 

(c) DEFERRED SHARE UNITS 

 

(i) ELIGIBILITY AND PARTICIPATION. Subject to the provisions of this 

Plan and such other terms and conditions as the Board may prescribe, the 

Board may, from time to time, grant Awards of Deferred Share Units to 

Directors in lieu of Fees. Directors become Participants effective as of the 

date he or she is first appointed or elected as a Director and cease to be 

Participants at the time they cease to be a Director for any reason. 

Deferred Share Units granted to a Participant in accordance with 

Section 5(c) hereof shall be credited, as of the Grant Date, to the 

Participant's Account.  

 

(ii) ELECTION. Each Director may elect to receive any or all of his or her 

Fees in Deferred Share Units under this Plan. Elections by Participants 

regarding the amount of their Fees that they wish to receive in Deferred 

Share Units shall be made no later than 90 days after this Plan is adopted 

by the Board, and thereafter no later than December 31 of any given year 

with respect to Fees for the following year. Any Director who becomes a 

Participant during a calendar year and wishes to receive an amount of his 

or her Fees for the remainder of that year in Deferred Share Units must 

make his or her election within 60 days of becoming a Director.  

 

(iii) CALCULATION. The number of Deferred Share Units to be credited to 

the Participant's Account shall be calculated by dividing the amount of 

Fees selected by a Director in the applicable Election Form by the Market 

Unit Price on the Grant Date (or such other price as required under 

Exchange policies) which shall be the 10th business day following each 

financial quarter end. If, as a result of the foregoing calculation, a 

Participant shall become entitled to a fractional Deferred Share Unit, the 

Participant shall only be credited with a full number of Deferred Share 

Units (rounded down) and no payment or other adjustment will be made 

with respect to the fractional Deferred Share Unit.  
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(iv) PAYMENT OF AWARD. Each Participant shall be entitled to receive, 

after the effective date that the Participant ceases to be a Director for any 

reason, on a day designated by the Participant and communicated to the 

Company by the Participant in writing at least 15 days prior to the 

designated day (or such earlier date after the Participant ceases to be a 

Director as the Participant and the Company may agree, which date shall 

be no later than the end of the calendar year following the year in which 

the Participant ceases to be a Director) and if no such notice is given, then 

on the first anniversary of the effective date that the Participant ceases to 

be a Director, at the sole discretion of the Board, either: 

 

A. that number of Shares equal to the number of Deferred Share Units 

credited to the Participant's Account, such Shares to be issued from 

treasury of the Company; or 

 

B. a cash payment in an amount equal to the Market Unit Price on the 

next Trading Day after the Participant ceases to be a Director of 

the Deferred Share Units credited to a Participant's Account, net of 

applicable withholdings. 

 

(v) EXCEPTION. In the event that the value of a Deferred Share Unit would 

be determined with reference to a period commencing at a fiscal quarter-

end of the Company and ending prior to the public disclosure of interim 

financial statements for the quarter (or annual financial statements in the 

case of the fourth quarter), the cash payment of the value of the Units will 

be made to the Participant with reference to the five (5) Trading Days 

immediately following the public disclosure of the interim financial 

statements for that quarter (or annual financial statements in the case of 

the fourth quarter). 

 

(vi) DEATH.  Upon death of a Participant, the Participant's estate shall be 

entitled to receive, within 120 days after the Participant's death and at the 

sole discretion of the Board, a cash payment or Shares that would have 

otherwise been payable in accordance with Section 5(c)(iv) hereof to the 

Participant upon such Participant ceasing to be Director.  

 

(vii) DEDUCTIONS.  Whenever cash is to be paid on redemption of Deferred 

Share Units, the Company shall have the right to deduct from all cash 

payments made to a Participant any taxes required by law to be withheld 

with respect to such payments. Whenever Shares are to be delivered on 

redemption of Deferred Share Units, the Company shall have the right to 

deduct from any other amounts payable to the Participant any taxes 

required by law to be withheld with respect to such delivery of Shares, or 

if any payment due to the Participant is not sufficient to satisfy the 

withholding obligation, to require the Participant to remit to the Company 

in cash an amount sufficient to satisfy any taxes required by law to be 
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withheld.  At the sole discretion of the Board, a Participant may be 

permitted to satisfy the foregoing requirement by: 

 

A. electing to have the Company withhold from delivery Shares 

having a value equal to the amount of tax required to be withheld, 

or 

 

B. delivering (on a form prescribed by the Company) an irrevocable 

direction to a securities broker approved by the Company to sell all 

or a portion of the Shares and to deliver to the Company from the 

sales proceeds an amount sufficient to pay the required 

withholding taxes. 

 

(d) OPTIONS 

 

(i) ELIGIBILITY AND PARTICIPATION.  Subject to the provisions of this 

Plan and such other terms and conditions as the Board may determine, the 

Board may, from time to time, in its discretion, grant Awards of Options 

to Directors, Key Employees and Consultants.  Options granted to a 

Participant shall be credited, as of the Grant Date, to the Participant's 

Account.  The number of Options to be credited to each Participant shall 

be determined by the Board in its sole discretion in accordance with this 

Plan. 

 

(ii) EXERCISE PRICE.  The exercise price of the Options shall be determined 

by the Board at the time the Option is granted.  In no event shall such 

exercise price be lower than the exercise price permitted by the Exchange.  

The Board shall not reprice any Options previously granted under this 

Plan. 

 

(iii) TIME AND CONDITIONS OF EXERCISE.  The Board shall determine 

the time or times at which an Option may be exercised in whole or in part, 

provided that the term of any Option granted under this Plan shall not 

exceed ten years.  The Board shall also determine the performance or 

other conditions, if any, that must be satisfied before all or part of an 

Option may be exercised. 

 

(iv) EVIDENCE OF GRANT.  All Options shall be evidenced by a written 

Award Agreement.  The Award Agreement shall reflect the Board's 

determinations regarding the exercise price, time and conditions of 

exercise (including vesting provisions) and such additional provisions as 

may be specified by the Board. 

 

(v) EXERCISE.  The exercise of any Option will be contingent upon receipt 

by the Company of a written notice of exercise in the manner and in the 

form set forth in the applicable Award Agreement, which written notice 
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shall specify the number of Shares with respect to which the Option is 

being exercised, and which shall be accompanied by a cash payment, 

certified cheque or bank draft for the full purchase price of such Shares 

with respect to which the Option is exercised.  Certificates for such Shares 

shall be issued and delivered to the optionee within a reasonable time 

following the receipt of such notice and payment.  Neither the optionee 

nor his legal representatives, legatees or distributees will be, or will be 

deemed to be, a holder of any Shares unless and until the certificates for 

the Shares issuable pursuant to Options under this Plan are issued to such 

optionee under the terms of this Plan. 

 

(vi) CHANGE OF CONTROL.  In the event of a Change of Control, each 

outstanding Option issued to Directors and Key Employees, to the extent 

that it shall not otherwise have become vested and exercisable, and subject 

to the applicable Award Agreement, shall automatically become fully and 

immediately vested and exercisable, without regard to any otherwise 

applicable vesting requirement, but subject to the policies of the 

Exchange. 

 

(vii) DEATH.  Where, in the case of Directors and Key Employees, a 

Participant shall die while an optionee, any Option held by such 

Participant at the date of death shall be exercisable in whole or in part only 

by the person or persons to whom the rights of the Participant under the 

Option shall pass by the will of the Participant or the laws of descent and 

distribution for a period of 120 days after the date of death of the 

Participant or prior to the expiration of the option period in respect of the 

Option, whichever is sooner, and then only to the extent that such 

Participant was entitled to exercise the Option at the date of death of such 

Participant. 

 

(viii) TERMINATION OF EMPLOYMENT. 

 

A. Where, in the case of Key Employees, a Participant's employment 

is terminated by the Company or a Subsidiary for cause, no Option 

held by such Participant shall be exercisable from the Termination 

Date. 

 

B. Where, in the case of Key Employees, a Participant's employment 

is terminated by the Company or a Subsidiary without cause, by 

voluntary termination by the Participant or due to Retirement, 

subject to the applicable Award Agreement, any Option held by 

such Participant at such time shall remain exercisable in full at any 

time, and in part from time to time, for a period of 60 days after the 

Termination Date or prior to the expiration of the option period in 

respect of the Option, whichever is sooner, and then only to the 

extent that such Participant was entitled to exercise the Option at 
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the Termination Date. 

  

C. Where, in the case of Key Employees, a Participant becomes 

afflicted by a Disability, all Options granted to the Participant 

under this Plan will continue to vest in accordance with the terms 

of such Options.  Where, in the case of Key Employees, a 

Participant's employment is terminated due to Disability, subject to 

the applicable Award Agreement, any Option held by such 

Participant shall remain exercisable for a period of 120 days after 

the Termination Date or prior to the expiration of the option period 

in respect of the Option, whichever is sooner, and then only to the 

extent that such Participant was entitled to exercise the Option at 

the Termination Date. 

 

(ix) CESSATION OF DIRECTORSHIP.  Where, in the case of Directors, a 

Participant ceases to be a Director for any reason, subject to the applicable 

Award Agreement and the provisions below, any Option held by such 

Participant at such time shall remain exercisable in full at any time, and in 

part from time to time, for a period of 60 days after the date the Participant 

ceases to a be a director or prior to the expiration of the Option in respect 

of the Option, whichever is sooner, and then only to the extent that such 

Participant was entitled to exercise the Option at the date the Participant 

ceased to be a director.  Where, in the case of Directors, a Participant 

becomes afflicted by a Disability, all Options granted to the Participant 

under this Plan will continue to vest in accordance with the terms of such 

Options, provided that if a Participant ceases to be a Director due to 

Disability, subject to the applicable Award Agreement, any Option held by 

such Participant shall remain exercisable for a period of 120 days after the 

Participant ceases to be a Director or prior to the expiration of the option 

period in respect of the Option, whichever is sooner, and then only to the 

extent that such Participant was entitled to exercise the Option at the date 

the Participant ceased to be a director. 

 

(x) TERMINATION OF SERVICE.  Where, in the case of Consultants, a 

Participant's service to the Company terminates for any reason, subject to 

the applicable Award Agreement and any other contractual commitments 

between the Participant and the Company, no Option held by such 

Participant shall be exercisable from the date of termination of service. 

 

(e) GENERAL TERMS APPLICABLE TO AWARDS 

 

(i) FORFEITURE EVENTS.  The Board will specify in an Award Agreement 

at the time of the Award that the Participant's rights, payments and 

benefits with respect to an Award shall be subject to reduction, 

cancellation, forfeiture or recoupment upon the occurrence of certain 

specified events, in addition to any otherwise applicable vesting or 
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performance conditions of an Award.  Such events shall include, but shall 

not be limited to, termination of employment for cause, violation of 

material Company policies, fraud, breach of noncompetition, 

confidentiality or other restrictive covenants that may apply to the 

Participant or other conduct by the Participant that is detrimental to the 

business or reputation of the Company. 

 

(ii) AWARDS MAY BE GRANTED SEPARATELY OR TOGETHER. 

Awards may, in the discretion of the Board, be granted either alone or in 

addition to, in tandem with, or in substitution for any other Award or any 

award granted under any other Security-Based Compensation 

Arrangement of the Company or any Subsidiary. Awards granted in 

addition to or in tandem with other Awards, or in addition to or in tandem 

with awards granted under any other Security-Based Compensation 

Arrangement of the Company or any Subsidiary, may be granted either at 

the same time as or at a different time from the grant of such other Awards 

or awards. 

 

(iii) NON-TRANSFERABILITY OF AWARDS. Except as otherwise 

provided in an Award Agreement or determined by the Board in its sole 

discretion, no Award and no right under any such Award, shall be 

assignable, alienable, saleable, or transferable by a Participant otherwise 

than by will or by the laws of descent and distribution. No Award and no 

right under any such Award, may be pledged, alienated, attached, or 

otherwise encumbered, and any purported pledge, alienation, attachment, 

or encumbrance thereof shall be void and unenforceable against the 

Company. 

 

(iv) CONDITIONS AND RESTRICTIONS UPON SECURITIES SUBJECT 

TO AWARDS. The Board may provide that the Shares issued under an 

Award shall be subject to such further agreements, restrictions, conditions 

or limitations as the Board in its sole discretion may specify, including 

without limitation, conditions on vesting or transferability and forfeiture or 

repurchase provisions or provisions on payment of taxes arising in 

connection with an Award. Without limiting the foregoing, such 

restrictions may address the timing and manner of any resales by the 

Participant or other subsequent transfers by the Participant of any Shares 

issued under an Award, including without limitation: (A) restrictions 

under an insider trading policy or pursuant to applicable law; (B) 

restrictions designed to delay and/or coordinate the timing and manner of 

sales by Participant and holders of other Security-Based Compensation 

Arrangements; (C) restrictions as to the use of a specified brokerage firm 

for such resales or other transfers; and (D) provisions requiring Shares to 

be sold on the open market or to the Company in order to satisfy tax 

withholding or other obligations. 
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(v) SHARE CERTIFICATES. All Shares delivered under this Plan pursuant 

to any Award shall be subject to such stop transfer orders and other 

restrictions as the Board may deem advisable under this Plan or the rules, 

regulations, and other requirements of any securities commission, the 

Exchange, and any applicable securities legislation, regulations, rules, 

policies or orders, and the Board may cause a legend or legends to be put 

on any such certificates to make appropriate reference to such restrictions. 

 

(vi) CONFORMITY TO PLAN. In the event that an Award is granted which 

does not conform in all particulars with the provisions of this Plan, or 

purports to grant an Award on terms different from those set out in this 

Plan, the Award shall not be in any way void or invalidated, but the Award 

shall be adjusted to become, in all respects, in conformity with this Plan. 

 

(f) GENERAL TERMS APPLICABLE TO PERFORMANCE-BASED AWARDS 

 

(i) PERFORMANCE EVALUATION; ADJUSTMENT OF GOALS.  At the 

time that a Performance-Based Award is first issued, the Board, in the 

Award Agreement or in another written document, shall specify whether 

performance will be evaluated including or excluding the effect of any of 

the following events that occur during the Performance Cycle or 

Restriction Period, as the case may be: (A) judgments entered or 

settlements reached in litigation; (B) the write down of assets; (C) the 

impact of any reorganization or restructuring; (D) the impact of changes in 

tax laws, accounting principles, regulatory actions or other laws affecting 

reported results; (E) extraordinary non-recurring items as may be 

described in the Company's management's discussion and analysis of 

financial condition and results of operations for the applicable financial 

year; (F) the impact of any mergers, acquisitions, spin-offs or other 

divestitures; and (G) foreign exchange gains and losses. 

 

(ii) ADJUSTMENT OF PERFORMANCE-BASED AWARDS.  The Board 

shall have the sole discretion to adjust the determinations of the degree of 

attainment of the pre-established Performance Criteria or restrictions, as 

the case may be, as may be set out in the applicable Award Agreement 

governing the relevant Performance-Based Award. Notwithstanding any 

provision herein to the contrary, the Board may not make any adjustment 

or take any other action with respect to any Performance-Based Award 

that will increase the amount payable under any such Award. The Board 

shall retain the sole discretion to adjust Performance-Based Awards 

downward or to otherwise reduce the amount payable with respect to any 

Performance-Based Award. 
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SECTION 6. AMENDMENT AND TERMINATION 

 

(a) AMENDMENTS AND TERMINATION OF THIS PLAN. The Board may at any 

time or from time to time, in its sole and absolute discretion and without the 

approval of shareholders of the Company, amend, suspend, terminate or 

discontinue this Plan and may amend the terms and conditions of any Awards 

granted hereunder, subject to (a) any required approval of any applicable 

regulatory authority or the Exchange, and (b) approval of shareholders of the 

Company as required by the rules of the Exchange or applicable law, provided 

that shareholder approval shall not be required for the following amendments and 

the Board may make any changes which may include but are not limited to: 

 

(i) amendments of a "housekeeping nature"; 

 

(ii) any amendment for the purpose of curing any ambiguity, error or omission 

in this Plan or to correct or supplement any provision of this Plan that is 

inconsistent with any other provision of this Plan; 

 

(iii) an amendment which is necessary to comply with applicable law or the 

requirements of the Exchange; 

 

(iv) amendments respecting administration and eligibility for participation 

under this Plan; 

 

(v) changes to the terms and conditions on which Awards may be or have 

been granted pursuant to this Plan including changes to the vesting 

provisions and terms of any Awards; 

 

(vi) any amendment which alters, extends or accelerates the terms of vesting 

applicable to any Award; and 

 

(vii) changes to the termination provisions of an Award or this Plan which do 

not entail an extension beyond the original fixed term. 

 

If this Plan is terminated, prior Awards shall remain outstanding and in effect in 

accordance with their applicable terms and conditions. 

 

(b) AMENDMENTS TO AWARDS.  The Board may waive any conditions or rights 

under, amend any terms of, or amend, alter, suspend, discontinue, or terminate, 

any Awards theretofore granted, prospectively or retroactively. No such 

amendment or alteration shall be made which would impair the rights of any 

Participant, without such Participant's consent, under any Award theretofore 

granted, provided that no such consent shall be required with respect to any 

amendment or alteration if the Board determines in its sole discretion that such 

amendment or alteration either (i) is required or advisable in order for the 

Company, this Plan or the Award to satisfy or conform to any law or regulation or 
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to meet the requirements of any accounting standard, or (ii) is not reasonably 

likely to significantly diminish the benefits provided under such Award. 

 

SECTION 7. GENERAL PROVISIONS 

 

(a) NO RIGHTS TO AWARDS. No Director, Key Employee, Consultant or other 

Person shall have any claim to be granted any Award under this Plan, or, having 

been selected to receive an Award under this Plan, to be selected to receive a 

future Award, and further there is no obligation for uniformity of treatment of 

Directors, Key Employees, Consultant or holders or beneficiaries of Awards 

under this Plan. The terms and conditions of Awards need not be the same with 

respect to each recipient. 

 

(b) WITHHOLDING. The Company shall be authorized to withhold from any Award 

granted or any payment due or transfer made under any Award or under this Plan 

the amount (in cash, Shares, other securities, or other Awards) of withholding 

taxes due in respect of an Award, its exercise, or any payment or transfer under 

such Award or under this Plan and to take such other action as may be necessary 

in the opinion of the Company to satisfy statutory withholding obligations for the 

payment of such taxes. 

 

(c) NO LIMIT ON OTHER SECURITY-BASED COMPENSATION 

ARRANGEMENTS. Nothing contained in this Plan shall prevent the Company or 

a Subsidiary from adopting or continuing in effect other Security-Based 

Compensation Arrangements, and such arrangements may be either generally 

applicable or applicable only in specific cases. 

 

(d) NO RIGHT TO EMPLOYMENT. The grant of an Award shall not constitute an 

employment contract nor be construed as giving a Participant the right to be 

retained in the employ of the Company. Further, the Company may at any time 

dismiss a Participant from employment, free from any liability, or any claim 

under this Plan, unless otherwise expressly provided in this Plan or in any Award 

Agreement. 

 

(e) NO RIGHT AS SHAREHOLDER. Neither the Participant nor any representatives 

of a Participant's estate shall have any rights whatsoever as shareholders in 

respect of any Shares covered by such Participant's Restricted Share Units, 

Performance Share Units and/or Deferred Share Units until the date of issuance of 

a share certificate to such Participant or representatives of a Participant's estate for 

such Shares.  

 

(f) GOVERNING LAW. This Plan and all of the rights and obligations arising 

herefrom shall be interpreted and applied in accordance with the laws of the 

Province of British Columbia and the federal laws of Canada applicable therein. 
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(g) SEVERABILITY. If any provision of this Plan or any Award is or becomes or is 

deemed to be invalid, illegal, or unenforceable in any jurisdiction, or as to any 

Person or Award, or would disqualify this Plan or any Award under any law 

deemed applicable by the Board, such provision shall be construed or deemed 

amended to conform to applicable laws, or if it cannot be so construed or deemed 

amended without, in the determination of the Board, materially altering the intent 

of this Plan or the Award, such provision shall be stricken as to such jurisdiction, 

Person, or Award, and the remainder of this Plan and any such Award shall 

remain in full force and effect. 

 

(h) NO TRUST OR FUND CREATED. Neither this Plan nor any Award shall create 

or be construed to create a trust or separate fund of any kind or a fiduciary 

relationship between the Company and a Participant or any other Person. To the 

extent that any Person acquires a right to receive payments from the Company 

pursuant to an Award, such right shall be no greater than the right of any 

unsecured creditor of the Company. 

 

(i) NO FRACTIONAL SHARES. No fractional Shares shall be issued or delivered 

pursuant to this Plan or any Award, and the Board shall determine whether cash, 

or other securities shall be paid or transferred in lieu of any fractional Shares, or 

whether such fractional Shares or any rights thereto shall be cancelled, 

terminated, or otherwise eliminated. 

 

(j) HEADINGS. Headings are given to the Sections and subsections of this Plan 

solely as a convenience to facilitate reference. Such headings shall not be deemed 

in any way material or relevant to the construction or interpretation of this Plan or 

any provision thereof. 

 

(k) NO REPRESENTATION OR WARRANTY. The Company makes no 

representation or warranty as to the value of any Award granted pursuant to this 

Plan or as to the future value of any Shares issued pursuant to any Award.  

 

(l) NO REPRESENTATIONS OR COVENANTS WITH RESPECT TO TAX 

QUALIFICATION. Although the Company may, in its discretion, endeavor to (i) 

qualify an Award for favourable Canadian tax treatment or (ii) avoid adverse tax 

treatment, the Company makes no representation to that effect and expressly 

disavows any covenant to maintain favorable or avoid unfavorable tax treatment. 

The Company shall be unconstrained in its corporate activities without regard to 

the potential negative tax impact on holders of Awards under this Plan. 

 

(m) CONFLICT WITH AWARD AGREEMENT.  In the event of any inconsistency 

or conflict between the provisions of this Plan and an Award Agreement, the 

provisions of this Plan shall govern for all purposes. 

 

(n) COMPLIANCE WITH LAWS. The granting of Awards and the issuance of 

Shares under this Plan shall be subject to all applicable laws, rules, and 
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regulations, and to such approvals by any governmental agencies or stock 

exchanges on which the Company is listed as may be required. The Company 

shall have no obligation to issue or deliver evidence of title for Shares issued 

under this Plan prior to: 

 

(i) obtaining any approvals from governmental agencies that the Company 

determines are necessary or advisable; and 

 

(ii) completion of any registration or other qualification of the Shares under 

any applicable national or foreign law or ruling of any governmental body 

that the Company determines to be necessary or advisable or at a time 

when any such registration or qualification is not current, has been 

suspended or otherwise has ceased to be effective. 

 

The inability or impracticability of the Company to obtain or maintain authority 

from any regulatory body having jurisdiction, which authority is deemed by the 

Company's counsel to be necessary to the lawful issuance and sale of any Shares 

hereunder shall relieve the Company of any liability in respect of the failure to 

issue or sell such Shares as to which such requisite authority shall not have been 

obtained. 

 

SECTION 8. EFFECTIVE DATE OF THIS PLAN 

 

This Plan shall become effective upon the date (the "Effective Date") of approval by the 

shareholders of the Company given by affirmative vote of a majority of the Shares represented at 

the meeting of the shareholders of the Company at which a motion to approve the Plan is 

presented ("Shareholder Approval"). 

 

SECTION 9. TERM OF THIS PLAN 

 

This Plan shall terminate automatically 10 years after the Effective Date and may be terminated 

on any earlier date as provided in Section 6 hereof.  


