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1100 — 1199 West Hastings Street, Vancouver, B.C. V6E 3T5
Telephone: (604) -681-9059 Fax: (604) 641-2740
www.quaterra.com

INFORMATION CIRCULAR
AS AT AND DATED MAY 24, 2012
(Unless otherwise noted)

This Information Circular accompanies the Notice of the 2012 Annual General Meeting (“Notice of Meeting”) of holders
of common shares (“shareholders”) of Quaterra Resources Inc. (the “Company”) scheduled to be held on Thursday,
June 28, 2012 (the “Meeting”), and is furnished in connection with a solicitation of proxies for use at that Meeting and at
any adjournment or postponement thereof.

PERSONS OR COMPANIES MAKING THE SOLICITATION

THE FORM OF PROXY ACCOMPANYING THIS INFORMATION CIRCULAR
IS BEING SOLICITED BY MANAGEMENT OF THE COMPANY

Solicitations will be made by mail and possibly supplemented by telephone, electronic means or other personal contact to
be made without special compensation by directors, officers and employees of the Company. The Company may
reimburse shareholders’ nominees or agents for the cost incurred in obtaining from their principals authorization to
execute forms of proxy. It is not anticipated that any solicitation will be made by specially engaged employees or
soliciting agents. The cost of solicitation will be borne by the Company.

APPOINTMENT OF PROXYHOLDER

Only registered shareholders or duly appointed proxyholders are permitted to vote at the Meeting. Those
shareholders so desiring may be represented by proxy at the Meeting. The persons named in the form of proxy
accompanying this Information Circular are directors and/or officers of the Company (“Management Appointees”). A
shareholder has the right to appoint a person or company (who need not be a shareholder) to attend and act on the
shareholder’s behalf at the Meeting other than the Management Appointees. To exercise this right, the shareholder
must either insert the name of the desired person in the blank space provided in the form of proxy accompanying this
Information Circular and strike out the names of the Management Appointees or submit another proper form of proxy.

NON-REGISTERED SHAREHOLDERS

Only shareholders whose names appear on the records of the Company (“registered shareholders”) or duly
appointed proxyholders are permitted to vote at the Meeting. Most shareholders of the Company are not
registered shareholders because the shares they own are not registered in their names. More particularly, a person is
not a registered shareholder in respect of shares which are held on behalf of that person (the “Non-Registered Holder”) but
which are registered either (a) in the name of an intermediary (an “Intermediary”) that the Non-Registered Holder deals
with in respect of the shares including, among others, banks, trust companies, securities dealers or brokers and trustees or
administrators of self-administered RRSP’s, RRIF’s, RESP’s and similar plans; or (b) in the name of a clearing agency
such as The Canadian Depository for Securities Limited (“CDS”) of which the Intermediary is a participant. In
accordance with securities regulatory policy, the Company has distributed copies of the Notice of Meeting, this
Information Circular and the form of proxy accompanying this Information Circular (collectively, the “Meeting
Materials™) to the clearing agencies and Intermediaries.
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Intermediaries are required to forward the Meeting Materials to, and to seek voting instructions from, Non-Registered
Holders unless a Non-Registered Holder has waived the right to receive them. Intermediaries will often use service
companies to forward the Meeting Materials to Non-Registered Holders. Generally, Non-Registered Holders who have
not waived the right to receive Meeting Materials will either:

(@) Be given a form of proxy which has already been signed by the Intermediary (typically by a facsimile,
stamped signature), which is restricted as to the number of shares beneficially owned by the Non-Registered
holder but which is otherwise not completed. Because the Intermediary has already signed the form of proxy,
this form of proxy is not required to be signed by the Non-Registered Holder when submitting the proxy. In
this case, the Non-Registered Holder who wishes to submit a proxy should otherwise properly complete this
form of proxy and submit it to the Company, c/o Computershare Investor Services Inc., 9" Floor, 100
University Avenue, Toronto, Ontario M5J 2Y1, fax number 416-263-9261; or

(b) more typically, be given a voting instruction or proxy authorization form which is not signed by the
Intermediary, and which, when properly completed and signed by the Non-Registered Holder and returned
to the Intermediary or its service company, will constitute voting instructions (often called a “proxy
authorization form”) which the Intermediary must follow. Typically, the proxy authorization form will
consist of a one page pre-printed form. Sometimes, instead of the one page pre-printed form, the proxy
authorization form will consist of a regular printed proxy form accompanied by a page of instructions which
contains a removable label containing a bar-code and other information. In order for this proxy form to
validly constitute a proxy authorization form, the Non-Registered Holder must remove the label from the
instructions and affix it to the proxy form, properly complete and sign the proxy form and return it to the
Intermediary or its service company in accordance with the instructions of the Intermediary or its service
company. A Non-Registered Holder cannot use a proxy authorization form to vote shares directly at
the Meeting.

In either case, the purpose of this procedure is to permit Non-Registered Holders to direct the voting of shares which they
beneficially own.

The Meeting Materials are being sent to both registered and non-registered owners of shares. If you are a Non-Registered
Holder and the Company or its agent has sent the Meeting Materials directly to you, your name and address and
information about your holdings of securities have been obtained in accordance with applicable securities regulatory
requirements from the Intermediary holding shares on your behalf. By choosing to send the Meeting Materials to you
directly, the Company (and not the Intermediary holding shares on your behalf) has assumed responsibility for (i)
delivering the Meeting Materials to you, and (ii) executing your proper voting instructions. Please return your voting
instructions as specified in the request for voting instructions.

Non-Registered Holders cannot be recognized at the Meeting for purposes of voting their shares in person or by
way of depositing a form of proxy. If you are a Non-Registered Holder and wish to vote in person at the Meeting,
please see the voting instructions you received or contact your Intermediary well in advance of the Meeting to determine
how you can do so.

Non-Registered Holders should carefully follow the voting instructions they receive, including those on how and
when voting instructions are to be provided, in order to have their shares voted at the Meeting.

VOTING BY PROXY

To be effective, the instrument of proxy must be dated and signed and, together with the power of attorney or other
authority, if any, under which it is signed or notarial certified copy thereof, deposited either at the office of Computershare
Investor Services Inc., 9" Floor, 100 University Avenue, Toronto, Ontario M5J 2Y1, or at the office of the Company at
Suite 1100 — 1199 West Hastings Street, Vancouver, BC V6E 3T5, not less than 48 hours, excluding Saturdays, Sundays,
and holidays, prior to the time of the holding of the Meeting or any adjournment thereof.
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The shares represented by a properly executed and deposited proxy will be voted or withheld from voting on each matter
referred to in the Notice of Meeting in accordance with the instructions given (provided such instructions are certain) on
any ballot that may be called for and, if a choice is specified with respect to any matter to be acted upon at the Meeting,
the shares shall be voted or withheld from voting accordingly. Where no choice is specified in respect of any matter to
be acted upon other than the appointment of an auditor or the election of directors and one of the management
appointees is named in the form of proxy to act as the shareholder’s proxyholder, the shares represented by the
proxy will be voted in favour of all such matters on any ballot that may be called for. The form of proxy
accompanying this information circular gives the person or company named as proxyholder discretionary authority
regarding amendments or variations to matters identified in the Notice of Meeting and other matters that may properly
come before the Meeting. In the event that amendments or variations to matters identified in the Notice of Meeting are
properly brought before the Meeting or any other business is properly brought before the Meeting, it is the intention of the
management appointees to vote in accordance with their best judgment on such matters or business on any ballot that may
be called for. At the time of printing this information circular, management knows of no such amendments, variations or
other matters which may be brought before the Meeting.

REVOCABILITY OF PROXY

In addition to revocation in any other manner permitted by law, a proxy may be revoked by instrument in writing executed
by the registered shareholder or his attorney authorized in writing, or if the registered shareholder or his attorney
authorized in writing, or if the registered shareholder is a corporation, by a duly authorized officer or attorney thereof, and
deposited either at the registered office of the Company at any time up to and including the last business day preceding the
day of the Meeting, or any adjournment thereof, or, as to any matter in respect of which a vote shall not already have been
cast pursuant to such proxy, with the Chairman of the Meeting on the day of the Meeting, or any adjournment thereof, and
upon either of such deposits the proxy revoked.

Only registered shareholders have the right to revoke a proxy. A Non-Registered Holder may revoke a proxy
authorization form or a waiver of the right to receive Meeting material and to vote given to an Intermediary at any time by
written notice to the Intermediary, except that an Intermediary is not required to act on a revocation of proxy authorization
for or of a waiver of the right to receive Meeting Materials and to vote that is not received by the Intermediary at least 7
days prior to the Meeting.

INTEREST OF CERTAIN PERSONS OR COMPANIES IN MATTERS TO BE ACTED UPON

Except as otherwise disclosed, to the knowledge of the Company, no director or executive officer since the
commencement of the Company’s last completed fiscal year, and no proposed nominee for election as a director, or any
associate or affiliate of the foregoing persons, has any material interest, direct or indirect, by way of beneficial ownership
of securities or otherwise, in any of the matters to be acted upon at the Meeting other than the election of directors.

VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF

As at May 24, 2012 there were 156,429,038 common shares issued and outstanding without par value that are entitled to
be voted at the Meeting. Shareholders of record as of May 24, 2012 will be entitled to receive notice of and to vote at the
meeting.

At a General Meeting of the Company, on a show of hands, every registered shareholder present in person and entitled to
vote and every proxyholder duly appointed by a registered shareholder who would have been entitled to vote shall have
one vote and, on a poll, every registered shareholder present in person or represented by proxy or other proper authority
and entitled to vote shall have one vote for each share of which such shareholder is the registered holder. Shares
represented by proxy will only be voted if a ballot is called for. A ballot may be requested by a registered shareholder or
proxyholder present at the Meeting and entitled to vote or required because the number of votes attached to shares
represented by proxies that are to be voted against a matter is greater than 5% of the votes that could be cast at the
Meeting.

A quorum of Shareholders will be present at the Meeting if not less than one Shareholder is present in person or
represented by proxy or a duly authorized representative.
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To the knowledge of the directors and senior officers of the Company, no person or company beneficially owns, directly
or indirectly, or exercises control or direction over, voting securities carrying more than 10% of the outstanding voting
rights of the Company.

ELECTION OF DIRECTORS

Each director of the Company is elected annually and holds office until the next Annual General Meeting of the
shareholders unless that person ceases to be a director before then. Unless such authority is withheld, Management
Appointees intend to vote the shares represented by proxy on any ballot that may be called for.

MANAGEMENT DOES NOT CONTEMPLATE THAT ANY OF THE NOMINEES WILL BE UNABLE TO SERVE
AS A DIRECTOR. IN THE EVENT THAT PRIOR TO THE MEETING ANY VACANCIES OCCUR IN THE SLATE
OF NOMINEES HEREIN LISTED, IT IS INTENDED THAT DISCRETIONARY AUTHORITY SHALL BE
EXERCISED BY THE MANAGEMENT APPOINTEES, IF NAMED IN THE PROXY, TO VOTE THE SHARES
REPRESENTED BY PROXY FOR THE ELECTION OF ANY OTHER PERSON OR PERSONS AS DIRECTORS ON
ANY BALLOT THAT MAY BE CALLED FOR UNLESS THE SHAREHOLDER HAS SPECIFIED THAT THE
SHARES REPRESENTED BY PROXY ARE TO BE WITHHELD FROM VOTING IN THE ELECTION OF
DIRECTORS.

Voting Results

Following the meeting, a report on the Voting Results will be available on the Company’s website at
www.guaterra.com The Voting Results will also be filed with securities regulators on Sedar.com. The Company
will also issue a news release disclosing these results.

Management proposes that the number of directors for the Company be determined at eight (8) for the ensuing year,
subject to such increases as may be permitted by the Articles of the Company, and that each of the following persons be
nominated for election as a director of the Company for the ensuing year. Information concerning these persons, as
furnished by the individual nominees, is as follows:

Name, Jurisdiction of Residence and | Principal Occupation, | Director Since Number of Securities Beneficially
Position with the Company Business or Owned, Directly or Indirectly, or
Employment Controlled or Directed
Thomas C. Patton(3) President of the Since 1998 3,216,662
Washington, USA Company
President, CEO and Director
Lawrence Page, Q.C.(3) Lawyer Since 1995 25,500
British Columbia, Canada
Corporate Secretary and Director
Tracy Stevenson Retired Mining Since 2007 190,626
Utah, USA Executive
Chairman of the Board
John Kerr® Geological Engineer Since 1993 43,334
British Columbia, Canada
Director
Robert Gayton™® @ Financial Consultant Since 1997 160,023
British Columbia, Canada
Director
LeRoy Wilkes®” Retired Mining Since 2006 105,428
Colorado, USA Executive
Director
Anthony Walsh®™® Retired Mining Since 2012 NIL
British Columbia, Canada Executive
Director
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Todd Hilditch

British Columbia, Canada

Proposed Nominee

President and CEO of
Terraco Gold Corp;
former President and
CEO of Sama
Resources Inc.,
President and CEO of
Salares Lithium Inc.,
which was acquired by
Talison Lithiuim
Limited; President and
Owner of Rock
Management
Consulting Ltd.

Proposed
Nominee

10,000

1) Member of the Audit Committee

2) Member of the Corporate Governance, Nomination and Compensation Committee.

3) Member of the Safety, Health, Security and Environment Committee
4) The shares are held by Rock Management Consulting Ltd., a company wholly owned by Todd Hilditch

Mr. Kerr resigned as a Member of the Corporate Governance and Nomination Committee on April 2, 2012.

Mr. Wilkes resigned as a Member of the Audit Committee on April 2, 2012.

Mr. Walsh was appointed a Member of the Corporate Governance and Nomination Committee and Audit Committee to fill the vacancies created by
the resignations of Messrs. Wilkes and Kerr on April 2, 2012.

Unless otherwise instructed, the persons hamed in the accompanying form of proxy intend to vote FOR the election of the
foregoing individuals as directors until the close of the next annual general meeting of the Shareholders or until their
successors are otherwise elected or appointed.

Director biographies can be viewed on the Company’s website at www.quaterra.com.

Director Skills

Director/ Mining Capital Strategy Accounting Legal Safety, Health,
Nominee Industry Markets and Security
Expertise Finance and
Environment
Thomas Patton v v v v
Lawrence Page v v v v v
Robert Gayton v v v v v
Tracy Stevenson v v v v
LeRoy Wilkes v v
John Kerr v v v
Anthony Walsh v v v v
Todd Hilditch v v v v
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Committees of the Board

The following chart sets out current committee members.

B Member g Financial Expert
Director Audit Committee Corporate Governance, Safety, Health, Security
Nomination and and Environment
Compensation Committee Committee
Thomas Patton [ |
Lawrence Page [ |
Robert Gayton M & (Chair) u
LeRoy Wilkes B (Chair)
John Kerr u M (Chair)
Anthony Walsh u [ |

Audit Committee Composition:

The Committee shall be composed of three or more members of the Board, all of whom are independent and financially
literate within the meaning of NI 52-110. The members of the Committee shall appoint from among themselves a Chair
of the Committee. The Chair shall have responsibility for ensuring that the Committee fulfills its principal duties and
responsibilities effectively.

Corporate Governance, Nomination, and Compensation Composition:

The Committee will be composed of at least three directors of the Company, all of whom shall be independent directors
as required by National Instrument 58-101. The members of the Committee shall meet the independence requirements of
the NYSE MKT. The members of the Committee and the Committee Chair will be appointed by the Board and will
serve until they resign, are removed by a majority vote of the independent directors of the Board, or their successors are
appointed by the Board. The Board may at any time change the composition of the Committee by adding or removing
members. Where a Committee Member ceases to be a Committee member (as a result of resignation, removal or for any
other reason), the Board may fill the resulting casual vacancy. A member of the Committee who ceases to be a director
shall also cease to be a member of the Committee.

Safety, Health, Security and Environment Committee Composition:

The Committee shall consist of not less than three nor more than six members to be elected by the Board of Directors.
The Board of Directors shall designate a Committee Chair, who shall be a Director of the Board. Each Member of the
Committee shall be elected annually from among the members of the Board of Directors and the Executive Management
of the Company. Considering the high degree of management accountability for leading the Company’s Safety, Health,
Security and Environment programs, it is deemed appropriate to have a member of Executive Management on the
Committee.

Minimum Share Ownership
The Company has established share ownership guidelines which require each director to own shares, directly or indirectly,

of the Company to a minimum of 25,000 shares of the Company (excluding stock option grants). New directors have one
year from the date of their appointment to the Board to meet the ownership requirement.
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The Company’s directors, as a group, beneficially own, directly or indirectly or exercise control or direction over a total
of 3,977,363 common shares with a total value of approximately CAD$1,670,492. Six out of eight directors’ share
ownership meets the minimum requirement, while the directors who do not meet the minimum share ownership
requirement have one year from the date of their appointment to meet the requirement. The table below outlines share
ownership as at the May 24, 2012 for the Company’s directors.

Name Ownership
Thomas Patton 3,216,662
Tracy Stevenson 190,626
Lawrence Page 25,500
Robert Gayton 160,023
LeRoy Wilkes 105,428
John Kerr 43,334
Anthony Walsh(1) NIL
Eugene Spiering(2) 235,790
Todd Hilditch¢) 10,0004

(1) Anthony Walsh joined the Board on March 27, 2012 and has until March 27, 2013 to achieve the minimum share ownership guidelines for
directors.
(2) Eugene Spiering is not standing for re-election as a director at the meeting.

(3) Todd Hilditch is proposed to be elected to the Board at the Meeting and, if elected, will have until June 28, 2013 to achieve the minimum share
ownership guidelines for directors.

(4) The shares are held by Rock Management Consulting Ltd., a company wholly owned by Todd Hilditch.
Majority Voting

The Company has adopted a Majority Voting Policy in its Corporate Governance Principles. Pursuant to this Policy, any
nominee proposed for election as a director in an uncontested election who receives, from the shares voted at the meeting
in person or by proxy, a greater number of shares withheld than shares voted in favour of his or her election, must
promptly tender his or her resignation to the Chairman of the Board. Any such resignation shall take effect upon
acceptance by the Board. The Compensation and Nomination Committee will expeditiously consider the director’s offer
to resign and, unless there are extraordinary circumstances, will recommend to the Board to accept such resignation. The
Board will have 90 days to make a final decision and announce such decision, including any reasons for not accepting a
resignation, by way of a press release. The applicable director will not participate in any Committee or Board
deliberations after the resignation offer. The Corporate Governance Committee charter is available on the Company’s
website at www.quaterra.com.

Cease Trade Orders — Bankruptcies
Except as otherwise disclosed in this Circular, to the knowledge of the Company, no director:

a. is, as at the date of this Circular, or has been, within 10 years before the date of this Circular, a director, chief
executive officer or chief financial officer of any company (including the Company) that,

i) was subject to an order that was issued while the proposed director was acting in the capacity as director,
chief executive officer or chief financial officer.

i) was subject to an order that was issued after the proposed director ceased to be a director, chief executive
officer or chief financial officer and which resulted from an event that occurred while that person was acting in the
capacity as a director, chief executive officer or chief financial officer, or

b. is, as at the date of this Circular, or has been within 10 years before the date of this Circular, a director or
executive officer of any company (including the Company) that, while that person was acting in that capacity, or within a
year of that person ceasing to act in that capacity, became bankrupt, made a proposal under any legislation relating to
bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement or compromise with creditors or
had a receiver, receiver manager or trustee appointed to hold its assets; or
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C.

has within 10 years before the date of this Circular, become bankrupt, made a proposal under any legislation

relating to bankruptcy or insolvency, or become subject to or instituted any proceedings, arrangement or compromise with
creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of the proposed director.

For the purpose of the paragraphs above, “order” means: (i) a cease trade order; (ii) an order similar to a cease trade order;
or (iii) an order that denied the relevant company access to any exemption under securities legislation that was in effect
for a period of more than 30 consecutive days.

Lawrence Page was a director and officer of Valterra Resource Corporation (formerly Valterra Wines Ltd.)
(“Valterra”) when Valterra was subject to cease trade orders issued by the British Columbia Securities
Commission on June 3, 2003 and by the Alberta Securities Commission on July 18, 2003 for failure to file
financial statements. The British Columbia Securities Commission granted a partial revocation of the cease trade
order on November 7, 2006 and the Alberta Securities Commission granted the same on December 14, 2006.
Both the British Columbia Securities Commission and the Alberta Securities Commission granted full revocation
of the cease trade orders on August 3, 2007;

Lawrence Page who is a director and executive officer of Newcoast Silver Mines Ltd. (now Southern Silver
Exploration Corp.) when a Cease Trade Order was issued by the British Columbia Securities Commission on
September 30, 2003 and the Alberta Securities Commission on October 23, 2003, for failure to file certain
financial information, which Cease Trade Orders were revoked by the British Columbia Securities Commission
on October 31, 2003, and by the Alberta Securities Commission on March 25, 2004;

Southern Silver Exploration Corp.

Lawrence Page, Robert Gayton and Thomas Patton, who were directors and/or executive officers of Newcoast
Silver Mines Ltd. (now Southern Silver Exploration Corp.) when a Cease Trade Order was issued by the British
Columbia Securities Commission on September 30, 2003 and the Alberta Securities Commission on October 23,
2003, for failure to file certain financial information, which Cease Trade Orders were revoked by the British
Columbia Securities Commission on October 31, 2003, and by the Alberta Securities Commission on March 25,
2004.

Saturna Beach Estates Ltd.

Lawrence Page, a director and President of Saturna Beach Estates Ltd., a private Company formed under the laws
of British Columbia, Canada (“SBEL”) which conducts the business of a vineyard and winery. On August 17,
2004, SBEL obtained an Order from the Supreme Court of British Columbia under the provisions of the
Companies’ Creditors Arrangement Act (Canada) that allowed SBEL to continue to run its daily business affairs
without creditor action during financial reorganization. In June 2005, the financial reorganization was completed
and the Order terminated.

Copper Mesa Mining Corporation

LeRoy E. Wilkes, was a director of Copper Mesa Mining Corporation which had a cease trading order issued
against it on April 8, 2009 for failure to file its annual financial statements, accompanying management's
discussion and analysis and annual information form (collectively, the "Annual Filings) for its financial year
ended December 31, 2008. On June 3, 2009, the cease trade order was revoked as Copper Mesa Mining
Corporation had filed its Annual Filings. Mr. Wilkes ceased to be a director on November 5, 2009

APPOINTMENT OF AUDITORS

Smythe Ratcliffe, Chartered Accountants are the current auditors of the Company. At the Meeting, shareholders will be
requested to re-appoint Smythe Ratcliffe, Chartered Accountants as auditors of the Company to hold office until the next
annual meeting of shareholders or until a successor is appointed, and to authorize the Board of Directors to fix the
auditors’ remuneration. Smythe Ratcliffe was first appointed auditors of the Company in 1993.
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The person(s) designated by management of the Company in the enclosed form of proxy intend to vote FOR the re-
appointment of Smythe Ratcliffe, Chartered Accountants, as auditors of the Company to hold office until the next
annual meeting of shareholders or until a successor is appointed and the authorization of the Board of Directors to
fix the remuneration of the auditors.

STOCK OPTION PLAN

At the Meeting, the shareholders will be asked to approve the Company’s stock option plan (the “Plan”) and the number
of common shares reserved for issuance under the Plan in accordance with and subject to the rules and policies of the TSX
Venture Exchange (“TSX”).

The purpose of the Plan is to provide the directors, officers and key employees of, and certain other persons who provide
services to the Company and its subsidiaries with an opportunity to purchase shares of the Company and benefit from any
appreciation in the value of the Company’s shares. This will provide an increased incentive for these individuals to
contribute to the future success and prosperity of the Company, thus enhancing the value of the Company’s shares for the
benefit of all the shareholders and increasing the ability of the Company and its subsidiaries to attract and retain skilled
and motivated individuals in the service of the Company.

The proposed Plan is a “rolling” plan that provides that the aggregate number of shares reserved for issuance under it, and
all of the Company’s other previously established and outstanding stock option plans or grants, will not exceed 10% of the
Company’s issued common shares at the time of the grant of a stock option under the proposed Plan.

Under the proposed Plan, the option exercise price must not be less than the closing price of the Company’s common
shares on the TSX on the day immediately preceding the date of grant, less the applicable discount permitted by the
policies of the TSX. An option granted under the Plan must be exercised within the term permitted by the policies of the
TSX on the date of grant. The Board of Directors of the Company may determine the limitation period during which an
option may be exercised and, notwithstanding that none may be required by the policies of the TSX whether a particular
grant will have a minimum vesting period. As a “rolling” plan, any amendment to the proposed Plan will require the
approval of the TSX and may require shareholder approval.

In accordance with the terms of the proposed Plan, it is subject to its acceptance for filing by the Exchange and the
approval of the Company’s shareholders. Under the policies of the TSX, if

a. the grants of options under the proposed Plan to “insiders” of the Company, together with all of the Company’s
outstanding stock options, could result at any time in:

i the number of shares reserved for issuance pursuant to stock options granted to insiders of the Company
exceeding 10% of the issued common shares of the Company; or

ii. the grant to insiders of the Company, within a 12-month period, of a number of options exceeding 10% of
the issued common shares of the Company; or

b. the number of shares reserved for issuance pursuant to stock options granted to any one optionee, within a 12-
month period, exceeding 5% of the issued common shares of the Company;

such shareholder approval must be “disinterested shareholder approval”, but as the proposed Plan is restrictive as to these
results, disinterest shareholder approval of the proposed Plan is not required.

The policies of the TSX and the terms of the proposed Plan also provide that “disinterested shareholder approval” will be
required for any agreement to decrease the exercise price of options previously granted to insiders of the Company but no
such agreements are being brought before the Meeting.

The term “disinterested shareholder approval” means approval by a majority of the votes cast at the Meeting other than
votes attaching to shares of the Company beneficially owned by insiders of the Company to whom options may be granted
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under the proposed Plan and associates of such persons. The term “insiders” is defined in the Securities Act (British
Columbia) and generally includes directors and senior officers of the Company and its subsidiaries and holders of greater
than 10% of the voting securities of the Company. The term “associates” is defined in the Securities Act (British Columbia).

If shareholder approval of the proposed Plan or a modified version thereof is not obtained, the Company will not proceed
to implement the proposed Plan nor grant options under it. Even if approved, the directors may determine not to proceed
with the proposed Plan.

The proposed Plan will be available for inspection at the Meeting. The directors recommend that the shareholders
approve the proposed Plan.

The person(s) designated by management of the Company in the enclosed form of Proxy intend to vote FOR the
adoption of the Stock Option Plan Resolution.

STATEMENT OF EXECUTIVE COMPENSATION
Compensation Discussion & Analysis
Named Executive Officers

“CEO” means an individual who acted as chief executive officer of the Company, or acted in a similar capacity, for any
part of the most recently completed financial year;

“CFO” means an individual who acted as chief financial officer of the company, or acted in a similar capacity, for any
part of the most recently completed financial year

“NEO” or named executive officer means each of the following individuals:

(@ aCEQO;

() aCFO;

(c)  each of the three most highly compensated executive officers, or the three most highly compensated
individuals acting in a similar capacity, other than the CEO and CFO, at the end of the most recently
completed financial year whose total compensation was, individually, more than $150,000; and

(d)  each individual who would be an NEO under paragraph (c) but for the fact that the individual was neither an
executive officer of the Company, nor acting in a similar capacity, at the end of that financial year.

As at December 31, 2011, the Company’s Named Executive Officers were: Thomas Patton (President and CEO), Scott
Hean (CFO), Eugene Spiering (VP Exploration) and Steven Dischler, VP and General Manager- Yerington District.

Corporate Governance, Nomination and Compensation Committee

The Corporate Governance, Nomination and Compensation Committee (the “Governance Committee”) of the Board was
established to assist the Board in fulfilling its responsibilities relating to compensation matters, including the evaluation
and approval of the Company’s compensation plans, policies and programs.

One of the key roles of the Governance Committee is to assist the directors of the Company in attracting, evaluating and
retaining key senior executive personnel through compensation and other appropriate performance incentives. It is the
Governance Committee’s responsibility to ensure that the Company develops a compensation plan for its executive
officers that is fair and competitive and consistent with the best interests of the Company. The role of management is to
provide the Governance Committee with perspectives on the business strategy and individual performance of senior
executive personnel in order to assist the Governance Committee in making recommendations regarding compensation.

The Governance Committee reviews the performance of the Company’s NEOs against established performance goals and
criteria and makes recommendations to the Board of the Company on appropriate compensation. Other than with respect
to the CEO, the Governance Committee also considers the evaluations and recommendations of the CEO.

10 of 25



The Governance Committee has the responsibility for approving the compensation program for the Company’s NEOs,
including a review of any proposed awards of stock options or any other equity plans. The Governance Committee acts
pursuant to the Governance, Nomination and Compensation Committee Charter (the “Governance Charter”) that has been
approved by the board of directors.

The Governance Committee is composed of three directors, all of whom are independent within the meaning of National
Instrument 58-101. They are, LeRoy Wilkes (Chair), Anthony Walsh and Robert Gayton. None of the members of the
Governance Committee is an officer, employee or former officer of the Company. All of the members are experienced in
matters of executive compensation and the Board believes that the Committee collectively has the knowledge, experience
and background required to fulfill its mandate.

The Governance Committee Charter can be viewed on the Company’s website at www.quaterra.com. The Governance
Committee reports to the Board of Directors which decides the bases of employment agreements and equity
compensation. The Governance Committee also seeks the views of the CEO when reviewing compensation for other
executive officers because of his involvement with these officers.

Mr. Kerr resigned as a Member of the Governance Committee on April 2, 2012. Mr. Walsh was appointed as a Member of
the Governance Committee to fill the vacancy created by the resignation of Mr. Kerr.

Role of the Chief Executive Officer

The Chief Executive Officer (“CEQO”) completes a review of each NEO’s performance. The CEO makes a
recommendation to the Governance Committee on compensation for each NEO which is taken into consideration by the
Governance Committee in completing its review and ultimate recommendations to the Board.

Role of Consultants and Benchmarking

The Governance Committee has periodically engaged a third party consultant to conduct a review of compensation of
executive officers and directors at peer companies to assist in setting the compensation program for executive directors
and officers. The Governance Committee plans to continue to periodically engage third party consultants to conduct a
benchmark analysis to assist in the setting of compensation for its executive officers and directors..

Objectives of the Compensation Program
The general objectives of the Company’s compensation strategy are to:

@ compensate management in a manner that encourages and rewards a high level of performance and
outstanding results with a view to increasing long term shareholder value;

(b) provide a compensation package that is competitive with other comparable mineral exploration companies to
enable the Company to attract and retain talent; and

(©) ensure that the total compensation package is designed in a manner that takes into account the Company’s
present stage of development and its available financial resources. The Company’s compensation packages
have been designed to provide a non-cash stock option component in conjunction with a reasonable cash
salary.

Salaries for the NEOs are determined by evaluating the responsibilities inherent in the position held, and the individuals
experience and past performance, as well as by reference to the competitive marketplace for management talent at other
mineral exploration companies. Following the annual general meeting of shareholders, the Governance Committee
reviews actual performance for the Company and the each of the NEOs for such year, including the quality and measured
progress of the Company’s exploration projects, raising of capital and similar achievements.
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Elements of Compensation

During 2011, the Company’s compensation program consisted of two elements (i) cash and (ii) incentive stock options
administered under the Company’s stock option plan. The Company does not presently have a long-term incentive plan.
There is no policy or target regarding allocation between cash and non-cash elements of the Company’s compensation
program. The Board reviews annually the total compensation package of each of the Company’s NEOs on an individual
basis, against the backdrop of the competitive landscape and the compensation goals and objectives described above.

Salary - Base salaries for the NEOs for any given year are reviewed by the Governance Committee at its meeting in June.
Increases or decreases in salary on a year over year basis are dependent on the Governance Committee’s assessment of the
performance of the Company and the particular NEO. When considering the base salaries of each of theCompany’s
NEOs, the Governance Committee reviews the qualifications and performance of, and salaries paid to executives of
similar companies engaged in mining exploration and development. Recommendations for executive salaries are made by
the Governance Committee to the full Board of Directors in consultation with the CEO.

Incentive Awards — The Governance Committee believes that a significant portion of each NEO’s compensation should be
in the form of equity awards. Equity awards are made to the NEOs pursuant to the Company’s stock option plan. The
stock option plan provides for awards in the form of stock options. The Committee has generally followed a practice of
issuing stock options to its NEOS on an annual basis in June of each year. The Committee retains the discretion to make
additional awards to NEOS at other times, in connection with the initial hiring of a new executive, for retention purposes
or otherwise. In determining the amount of stock options to be issued, the Governance Committee considers
qualifications, performance, and option programs of similar companies.

Perquisites and Other Personal Benefits — The Company’s NEOs are not generally entitled to significant perquisites. The
Company offers health care benefits, but there are no other perquisites which account for a material portion of the overall
compensation paid to any NEO.

Employment Agreements, Termination and Change of Control

The Company has employment agreements with four of its NEOs, namely Thomas Patton, Scott Hean, Steven Dischler
and Eugene Spiering. The Governance Committee believes that these agreements will help to secure the continued
employment and dedication of the Company’s NEOs.

Thomas Patton — In January 2010, Dr. Thomas Patton entered into an employment agreement with the Company and its
subsidiary, Quaterra Alaska, Inc. for a period of five years which replaced a prior employment agreement dated January 1,
2009. Under the employment agreement, Dr. Patton is entitled to receive an annual base salary of $150,000. Upon the
expiration of one year following the date of the employment agreement and each year thereafter, the Company will review
Dr. Patton’s salary with a view to its increase, giving consideration to the Company’s financial position and the scope of
its activities. Dr. Patton may be eligible to participate in future stock option grants. The Company may terminate the
employment of Dr. Patton only for breach of the employment agreement or for cause. Dr. Patton is entitled to two
months’ notice of such discharge. If Dr. Patton becomes disabled and unable to perform his regular duties, he shall be
entitled to receive his full salary for two months. Upon a change of control, as defined in the employment agreement, Dr.
Patton has the right to terminate the employment agreement and receive an amount of money equal to his annual salary
for two (2) years, that amount being $300,000.

Scott Hean - On January 1, 2010, Scott Hean entered into an employment agreement with the Company for a period of
five years, which replaced a prior employment agreement dated December 1, 2008. Under the employment agreement,
Mr. Hean is entitled to receive an annual salary of $175,000. Upon the expiration of one year following the date of the
employment agreement and each year thereafter, the Company will review Mr. Hean’s salary with a view to its increase,
giving consideration to the Company’s financial position and the scope of its activities. Mr. Hean may be eligible to
participate in future incentive stock options. The Company may terminate the employment of Mr. Hean only for breach
of the employment agreement or for cause. Mr. Hean is entitled to two months’ notice of such discharge. Upon a change
of control, as defined in the employment agreement, Mr. Hean has the right to terminate the employment agreement and
receive an amount of money equal to his annual salary for two (2) years, that amount being $350,000.
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Eugene Spiering - On January 1, 2010, Eugene Spiering entered into an employment agreement with the Company for a
period of five years, which replaced prior employment agreements dated December 1, 2008. Under the employment
agreement, Mr. Spiering is entitled to receive an annual base salary of $200,000. Upon the expiration of one year
following the date of the employment agreement and each year thereafter, the Company will review Mr. Spiering’s salary
with a view to its increase, giving consideration to the Company’s financial position and the scope of its activities. Mr.
Spiering may be eligible to participate in future stock option grants. If Mr. Spiering becomes disabled and unable to
perform his regular duties, he shall be entitled to receive his full salary for two months. Upon a change of control, as
defined in the employment agreement, Mr. Spiering has the right to terminate the employment agreement and receive an
amount of money equal to his annual salary for two (2) years, that amount being $400,000.

Steven Dischler: On October 24, 2011, Steven Dischler entered into an employment agreement with the Company for a
period of five years. Under the employment agreement, Mr. Dischler is entitled to receive an annual base salary of
US$250,000. Upon the expiration of one year following the date of the employment agreement and each year thereafter,
the Company will review Mr. Dischler’s salary with a view to its increase, giving consideration to the Company’s
financial position and the scope of its activities. Mr. Dischler may be eligible to participate in future stock option grants.
If Mr. Dischler becomes disabled and unable to perform his regular duties, he shall be entitled to receive his full salary for
two months. Upon a change of control, as defined in the employment agreement, Mr. Dischler has the right to terminate
the employment agreement and receive an amount of money equal to his annual salary for two (2) years, that amount
being US$500,000.

Performance Graph

The following graph compares the Company’s cumulative total shareholder return on its common shares with the
cumulative total return of the TSX Composite Index over the period from January 2, 2007 to December 31, 2011. The
graph illustrates the cumulative return on a $100 investment in common shares made on January 2, 2007 with the
cumulative total return of the S&P/TSX Composite Index and the S&P/TSX Venture Composite Index.
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A number of factors and performance elements are taken into consideration when determining compensation for the
NEOs. The realities of the global recession in 2008 created adverse effects in the Canadian and U.S. economies including
the mining industry. Under previous agreements operative in the 2008 to 2010 time frame three of the Company’s NEOs
adjusted downward their cash salaries to reflect the changes in the economy and overall performance of the Company’s
shares. These agreements were replaced in 2010 by the agreements discussed under Employment Agreements,
Termination and Change of Control. A direct correlation between total cumulative shareholder return over a given period
and executive compensation cannot always be made. General market conditions for junior mining exploration companies
worsened in 2011 continuing into 2012.
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Summary Compensation Table — Named Executive Officers

The following table sets out information concerning the compensation earned from the Company and any of the
Company’s subsidiaries during the financial year ended December 31, 2011, by the Company’s NEOs.

Name and Year Salary Share- Option- Non-equity incentive Pension All other Total
principal position (%) based based plan compensation value compensation | compensation
awards | awards $) $) 6] %)
%) %) Annual Long-
incentive term
plans incentive
plans
Thomas Patton 2011 | 151,003 158,000 N/A N/A N/A 309,003
President & Chief | 2010 | 154,500 117,000 N/A N/A N/A 271,500
Executive Officer | 2009 3,125 441,000 N/A N/A N/A 444,125
Scott Hean 2011 | 175,000 98,750 N/A N/A N/A 273,750
Chief Financial 2010 | 175,000 58,500 N/A N/A N/A 233,500
Officer 2009 45,864 196,000 N/A N/A N/A 241,864
Eugene Spiering 2011 | 200,000 98,750 N/A N/A N/A 298,750
Vice President, 2010 | 200,000 58,500 N/A N/A N/A 258,500
Exploration 2009 | 100,000 294,000 N/A N/A N/A 394,000
Tracy Stevenson | 2009 318,500 N/A N/A 26,000 344,500
Chairman of the
Board
Steven Dischler 2011 | 109,935 85,500 N/A N/A N/A 195,435
VP and GM
Yerington District
Thomas Turner 2010 | 126,270 58,500 N/A N/A N/A 184,770
Exploration 2009 | 150,568 130,714 N/A N/A N/A 281,282
Geologist

(1) The Company uses the Black-Scholes option pricing model to value stock options.
(2) These fees were paid to Mr. Stevenson for his attendance and participation at Board meetings in his capacity as Chairman and an
Independent Director.
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Incentive Awards

The following table sets out information in respect of outstanding option-based awards for the financial year ended
December 31, 2011, for the Company’s NEOs.

Option-based Awards Share-based Awards
Name Number of Option Option expiration Value of Number Market or Market or payout
securities exercise date unexercis | of shares payout value of vested share-
underlying price ed or units value of based awards not paid
unexercised %) in-the- of shares | share-based out or distributed
options money that have | awards that %)
#) options not have not
$)@) vested vested
#) (©)
Thomas Patton 200,000 1.25 August 9, 2016 -0- N/A N/A N/A
150,000 1.29 August 9, 2015 -0- N/A N/A N/A
450,000 1.02 November 9, 2014 -0- N/A N/A N/A
300,000 3.30 June 19, 2013 -0- N/A N/A N/A
150,000 3.33 July 20, 2012 -0- N/A N/A N/A
Scott Hean 125,000 1.25 August 9, 2016 -0- N/A N/A N/A
75,000 1.29 August 9, 2015 -0- N/A N/A N/A
200,000 1.02 November 9, 2014 -0- N/A N/A N/A
100,000 3.30 June 19, 2013 -0- N/A N/A N/A
100,000 3.33 July 20, 2012 -0- N/A N/A N/A
Eugene Spiering 125,000 1.25 August 9, 2016 -0- N/A N/A N/A
75,000 1.29 August 9, 2015 -0- N/A N/A N/A
300,000 1.02 November 9, 2014 -0- N/A N/A N/A
150,000 3.30 June 19, 2013 -0- N/A N/A N/A
150,000 3.33 July 20, 2012 -0- N/A N/A N/A
Steven Dischler 300,000 0.90 October 24, 2016 -0- N/A N/A N/A
1) “In-the-money options” means the excess of the market value of the Company’s shares at the Company’s most recently completed

financial year on December 31, 2011 over the exercise price of the options. The last trading price of the Company’s shares on the TSX
Venture Exchange on December 30, 2011 was $0.54.

Incentive plan awards — value vested or earned during the year

The following table summarizes the value of each incentive plan award vested or earned by each NEO during the
Company’s most recently completed financial year.

Option-based awards — Non-equity incentive plan
Value vested during the Share-based awards — compensation — Value earned
year @ Value vested during the during the year
Name %) year ® ©)
®)
Thomas Patton 158,000 NIL NIL
Scott Hean 98,750 NIL NIL
Eugene Spiering 98,750 NIL NIL
Steven Dischler 85,500 NIL NIL
1) “Value vested during the year” means the aggregate dollar value that would have been realized if the options under the option-based award

had been exercised on the vesting date. This amount is calculated by determining the difference between the market price of underlying
securities at exercise and the exercise or base price of the options under the option-based award on the vesting date.
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Pension Plan Benefits

The Company does not provide retirement benefits for its directors or executive officers.

Director Compensation
The Company’s director’s compensation program revolves around three key areas:

e Recruiting and retaining qualified individuals to serve as members of our board of directors and contribute to our
overall success;

o Aligning the interests of the board members with those of our shareholders by requiring directors to hold a
minimum number of shares and to compensation in the form of option based awards and cash; and

e Offering competitive compensation by positioning director compensation in relation to companies that are
comparable in size and in a similar business.

In 2011, the directors’ compensation package allowed for non-employee directors to receive the following fees:

Annual Retainer (%)
Non-Executive Chairman of the Board 24,000
Committee members (excluding Chairman) 12,000
Audit Committee Chair 15,000
Other Committee Chairs 13,500
Other:

Meeting Attendance — per meeting $500

Travel Fee — per day $500

Below is a summary of Directors’ Retainers and Fees for the year ended December 31, 2011 by element:

Name Directors’ Corporate Audit Board Travel Total
Fees Governance Committee Meetings
Committee
Robert Gayton $15,000 $2,500 $2,000 $2,500 - $22,000
John Kerr $12,000 $2,500 $2,000 $2,500 - $19,000
LeRoy Wilkes $13,500 $2,500 $2,000 $2,500 $5,000 $25,500
Tracy Stevenson | $24,000 - - $2,500 $4,000 $30,500

Below is a summary of total compensation paid to Non-Named Executive Directors during 2011.:

Non-equity

Fees Share- Option- incentive plan | Pension All other

Earned based based compensation | Value | Compensation Total
Name awards awz(ilg’ds

Lawrence Page(2) | $31,500 N/A $82,950 N/A N/A $1,000 $115,450
Robert Gayton $15,000 N/A $82,950 N/A N/A $7,000 $104,950
John Kerr $12,000 N/A $82,950 N/A N/A $7,000 $101,950
LeRoy Wilkes $13,500 N/A $82,950 N/A N/A $12,500 $108,450
Tracy Stevenson $24,000 N/A $86,900 N/A N/A $6,500 $117,400

Q) The fair value of each option granted is estimated at the time of grant using the Black-Scholes option pricing model.

2) Lawrence Page is not an independent director and earned these fees in his capacity as Corporate Secretary.
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Outstanding share-based awards and option-based awards

The following table summarizes the outstanding share-based awards and option-based awards to the Non-Named
Executive Directors as at the Company’s most recently completed financial year.

Option-based Awards Share-based Awards
Name Number of Option Option expiration date | \/ajue of | NUMPEr Of | Market or
securities exercise unexerci | Sharesor | payout value
underlying price sed in- units of of share-
unexercised $) the. | Sharesthat | pased awards
options money have not | that have not
) options® | Vested vested
)
#) ©)
%)
Lawrence Page, Q.C. 75,000 $3.33 July 20,2012 ) N/A N/A
60,000 $3.30 June 19, 2013 i N/A N/A
55,000 $1.29 August 9, 2015 | N/A N/A
105,000 $1.25 August 9, 2016 Nl N/A N/A
Robert Gayton 50,000 $3.33 July 20, 20121 | N/A N/A
60,000 $3.30 June 19, 2013 i N/A N/A
110,000 $1.02 November 9, 2015 ;i N/A N/A
55,000 $1.29 August 9, 2015 ;| N/A N/A
105,000 $1.25 August 9, 2016 ;| N/A N/A
John Kerr 50,000 $3.33 July 20, 2012 Nil N/A N/A
60,000 $3.30 June 19,2013 il N/A N/A
110,000 $1.02 November 9, 2015 | N/A N/A
50,000 $1.29 August 9, 2015 i N/A N/A
105,000 $1.25 August 9, 2016 i N/A N/A
Tracy Stevenson 100,000 $3.33 July 20,2012 ;i) N/A N/A
75,000 $3.30 June 19,2013 il N/A N/A
150,000 $3.45 March 31,2013 i N/A N/A
325,000 $1.02 November 9, 2015 (i N/A N/A
60,000 $1.29 August 9, 2015 i N/A N/A
110,000 $1.25 August 9, 2016
Anthony Walsh 100,000 $0.50 March 27, 2017 Nil N/A N/A
LeRoy Wilkes 50,000 $3.33 July 20, 2012 Nil N/A N/A
60,000 $3.30 June 19, 2013 Nil N/A N/A
110,000 $1.02 November 9, 2015 | N/A N/A
55,000 $1.29 August 9, 2015 | N/A N/A
105,000 $1.25 August 9, 2016 i N/A N/A
1) “In-the-money options” means the excess of the market value of the Company’s shares at the Company’s most recently

completed financial year on December 31, 2011 over the exercise price of the options. The last trading price of the Company’s
shares on the TSX Venture Exchange on December 30, 2011 was $0.54
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Incentive plan awards — value vested or earned during the year

The following table summarizes the value of each incentive plan award vested or earned by each Non-Named Executive
Director during the Company’s most recently completed financial year.

Option-based awards — Share-based awards — Non-equity incentive plan
Value vested during the Value vested during the compensation — Value earned during
Name year® year® the year
9) ® ©))
Lawrence Page, Q.C. $82,950 N/A N/A
Robert Gayton $82,950 N/A N/A
John Kerr $82,950 N/A N/A
Tracy Stevenson $86,900 N/A N/A
Anthony Walsh $32,000 N/A N/A
LeRoy Wilkes $82,950 N/A N/A
1) “Value vested during the year” means the aggregate dollar value that would have been realized if the options under the

option-based award had been exercised on the vesting date. This amount is calculated by determining the difference
between the market price of underlying securities at exercise and the exercise or base price of the options under the
option-based award on the vesting date.

Securities Authorized for Issuance Under Equity Plans

The following table sets out the number of the Company’s shares to be issued and remaining available for future issuance
under the Company’s Incentive Stock Option Plan at the end of the Company’s most recently completed financial year:

Number of securities remaining available

Plan Category Number of Securitiesto | Weighted-average for future issuance under incentive stock
be issued upon exercise exercise price of option plans (excluding securities
of outstanding options outstanding options reflected in column (a))
(c)
(@ (b)
Stock Option Plan approved by 11,460,000 $1.53 3,775,528
securityholders
Equity compensation plans not N/A N/A N/A
approved by securityholders
Total 11,460,000 3,775,528

INDEBTEDNESS TO COMPANY OF DIRECTORS AND EXECUTIVE OFFICERS

No director or executive officer, or any proposed director or any associate of any of them, is or, since the beginning of the
last completed financial year of the Company, was indebted to the Company, or has been the subject of a guarantee,
support agreement, letter of credit or other similar arrangement or understanding provided by the Company.

INDEMNIFICATION OF DIRECTORS AND OFFICERS

As provided under the B. C. Corporations Act and the Company’s Articles, the Company indemnifies the directors and
officers against certain losses arising from claims against them for their acts, errors or omissions as such. The Company
maintains liability insurance for its directors and officers. The policy provides insurance for directors and officers of the
Company in respect of certain losses arising from claims against them for their acts, errors or omissions in their capacity
as directors or officers. The policy was renewed in March 2012 at an annual premium cost of $50,000 for coverage up to
$10,000,000.
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INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS

No insider of the Company, no management proposed nominee for election as a director of the Company and no associate
or affiliate of any of these persons, has any material interest, direct or indirect, in any transaction since the commencement
of the Company's last financial year or in any proposed transaction, which, in either case, has materially affected or will
materially affect the Company or any of its subsidiaries other than as disclosed under the headings "Executive
Compensation™ and "Particulars of Matters to be Acted Upon".

MANAGEMENT CONTRACTS

The Company entered into a service agreement with related party Manex Resource Corp. (“Manex”) on February 2, 2012
which replaces a prior service agreement dated June, 2008, whereby Manex provides administrative, accounting, and
secretarial services to the Company. Manex is a private company controlled by Lawrence Page, a director and officer of
the Company. The basic fee for office space and office infrastructure is $14,000 per month and other services rendered
are based on hourly rates specified in the agreement. The Company also reimburses Manex for office supplies including
paper, courier, postage, parking, filing fees and other out-of-pocket expenses. During the year ended December 31, 2011
the Company paid $514,577 to Manex. Manex is located at the same address as the Company at suite 1100, 1199 West
Hastings Street, Vancouver, British Columbia, V6E 3T5.

STATEMENT OF CORPORATE GOVERNANCE PRACTICES

The Company’s corporate governance disclosure obligations are set out in National Instrument 58-101 — Disclosure of
Corporate Governance Practices (the “National Instrument”), National Policy 58-201 - Corporate Governance
Guidelines and National Instrument 52-110 — Audit Committees. These instruments set out a series of guidelines and
requirements for effective corporate governance, collectively the “Guidelines”. The National Instrument requires the
Company to disclose its approach to corporate governance with reference to Guidelines.

Composition of the Board

The Board consists of eight directors. The National Instrument defines an “independent director” as a director who has no
direct or indirect material relationship with the Company. A “material relationship” is in turn defined as a relationship
which could, in the view of the Board of Directors, be reasonably expected to interfere with such member’s independent
judgment. The Board of Directors considers the factual circumstances of each director in the context of Guidelines.

The Board has determined that six (6) directors are independent for purposes of the Board members as provided in
National Instrument 58-101. There are two (2) who are not independent for purposes of the Board members as provided
in National Instrument 58-101.The Board has concluded that Mr. Tracy Stevenson, Chairman of the Board, is an
“independent” director. See Composition of the Board below.

Director Nominees Independent Non-Independent Reason for Non Independence

Thomas Patton v President and CEO of the Company

Lawrence Page, Q.C. v President of a company providing administrative
services and office accommaodation to the Company

Robert Gayton
Tracy Stevenson
LeRoy Wilkes
John Kerr
Anthony Walsh
Todd Hilditch

ASBYRRSAAN
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The Board of Directors holds regularly scheduled meetings. From January 1, 2011 to December 31, 2011 the following
meetings were held:

Board of Directors............coccoeiiiii i 6
Audit Committee.............coveviiiin e, 4
Corporate Governance, Nomination and Compensation Committee 3
Safety, Health, Security and Environment Committee 1
Total number of meetings held...... 14
Number and % of Meetings Attended
Corporate
Governance, Safety,
Nomination Health,
and Audit Security and | Committees Overall
Director Board Compensation | Committee | Environmen (Total) Attendance
Committee t
Thomas Patton 6/6 11 11 717
100% 100% 100% 100%
Tracy Stevenson 6/6 6/6
100% 100%
Lawrence Page 4/6 11 11 5/7
68% 100% 100% 72%
Eugene Spiering 6/6 6/6
100% 100%
LeRoy Wilkes 6/6 3/3 4/4 717 13/13
100% 100% 100% 100% 100%
Robert Gayton 5/6 3/3 4/4 717 12/13
85% 100% 100% 100% 91%
John Kerr 6/6 3/3 4/4 1/1 8/8 14/14
100% 100% 100% 100% 100% 100%

Independent Directors Meetings
The independent directors hold in camera sessions, at which non-independent directors and members of management are

not in attendance. These meetings are held at all quarterly board meetings and otherwise as deemed necessary. During
the financial year ended December 31, 2011, the independent directors held six (6) such meetings.
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Participation of Directors in Other Reporting Issuers

Certain of the Company’s directors are directors of other reporting issuers, as set out in the following table:

Director or Proposed Director Reporting Issuer
P ————————————$—$—$—$—S—_—$R—$R—R—§—§—§—§$§$§—§—§—§—§—§—§—§—@—§—@—€—§n—§n§n§
Lawrence Page Duncastle Gold Corp. Southern Silver Exploration Corp.
Bravada Gold Corporation Valterra Resource Corporation

Homestake Resource Corporation

Robert Gayton Amerigo Resources Ltd. Silvercorp Metals Inc.
Eastern Platinum Limited B2 Gold Corp.
Western Copper and Gold Corp. Copper North Mining Corp.
Nevsun Resources Ltd. LNG Energy Ltd.
Northisle Copper and Gold Inc.
P —
John Kerr Pacific Coast Nickel Corp.
Bravada Gold Corporation
LeRoy Wilkes Sabina Gold and Silver Corp. Athena Silver Corporation
Vista Gold Corp. Ivanhoe Mines Ltd.
Anthony Walsh Stornoway Diamonds Ltd. Sabina Gold and Silver Corp.
Dunay Resources Ltd. Avala Resources Ltd.

Todd Hilditch Terraco Gold Corp. Sama Resources Inc.
Bryant Resources Inc.

Board Mandate

The Board has a written mandate that was implemented in March, 2011 that can be viewed at www.quaterra.com. The
roles and responsibilities of the Board include the following:

o selecting and monitoring senior management;
e strategic planning;

e appointing appropriate committees of the Board and delegating responsibilities for specific functions to such
committees

o with the assistance of the Company’s Audit Committee, selecting an auditor for appointment at the Company’s
annual meeting;

e regulatory compliance; and

e board assessment
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Position Descriptions

The Board has developed written position descriptions for the Chairman of the Board and the Chair of each Board
Committee. The Board and the CEO have also developed a written position description for the CEO. All of these written
position descriptions were adopted by the Company in March, 2011.

Orientation and Continuing Education

Board members are provided with a policy and procedure manual and have access to technical data and financial
information 24 hours a day through an internet-based software support system, essentially an electronic Boardroom.
The Company does not provide formal continuing education to its Board members, but does encourage them to
communicate with management, auditors and technical consultants. Board members are also encouraged to participate
in industry related conferences, meetings and educational events.

Ethical Business Conduct

The Board has adopted a Code of Business Conduct and Ethics (the “Code”) that can be viewed at www.quaterra.com.
The Code addresses honesty and integrity, fair dealing, discrimination and harassment, safety and security, and honest and
accurate record keeping. The Code also addresses Ethical Business Conduct for financial managers.

Audit Committee

The Audit Committee is responsible for assisting directors to meet their responsibilities; providing better communication
between directors and external auditors; enhancing the independence of the external auditor; increasing the credibility and
objectivity of financial reports; and strengthening the role of the directors facilitating in-depth discussions among
directors, management and the external auditor. The Audit Committee is responsible for the appointment, compensation,
retention and oversight of the external auditor, as well as the pre-approval of all non-audit services provided by the
external auditor, and for directing the auditor’s examination into specific areas of the Company’s business. A full version
of the Audit Committee Charter is available at www.quaterra.com.

Composition of the Audit Committee

The Audit Committee is comprised of three directors of the Company, Robert Gayton (Chair), Anthony Walsh, and John
Kerr, all of whom are independent and financially literate within the meaning of NI 52-110. To be considered to be
independent, a member of the audit committee must not have any direct or indirect ‘material relationship’ with the
Company. A material relationship is a relationship which could, in the view of the board of directors of the Company,
reasonably interfere with the exercise of a member’s independent judgment.

To be considered financially literate, a member of the audit committee must have the ability to read and understand a set
of financial statements that present a breadth and level of complexity of accounting issues that are generally comparable
to the breadth and complexity of the issues that can reasonably be expected in the Company’s financial statements.

Dr. Gayton graduated from the University of California, Berkeley earning a Ph.D in Business. Dr. Gayton also graduated
from the University of British Columbia in 1962 with a Bachelor of Commerce degree and in 1964 earned a chartered
accountant (C.A.) designation while at Peat Marwick Mitchell, Chartered Accountants. Dr. Gayton has directed the
accounting and financial matters of public companies in the resource and non-resource fields since 1987.

Mr. Kerr graduated from the University of British Columbia in 1964 with a BASc degree in Geological Engineering. Mr.
Kerr has sat on several public company Boards and in his positions, he would be responsible for receiving financial
information relating to his Company and obtaining an understanding of the balance sheet, income statement and statement
of cash flows and how these statements are integral in assessing the financial position of the Company and its operating
results.
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Mr. Walsh graduated from Queen’s University (Canada) in 1973 and became a member of The Canadian Institute of
Chartered Accountants in 1976. Mr. Walsh has over 20 years’ experience in the field of exploration, mining and
development. Mr. Walsh has sat on several public company Boards and in his positions, he was responsible for receiving
financial information relating to his Company and obtaining an understanding of the balance sheet, income statement and
statement of cash flows and how these statements are integral in assessing the financial position of the Company and its
operating results.

On April 2, 2012, Mr. Wilkes resigned as a Member of the Audit Committee. Mr. Walsh was appointed as a Member of
the Audit Committee to fill the vacancy created by the resignation of Mr. Wilkes.

Pre-approved Policies and Procedures

All non-audited services are pre-approved by the Audit Committee. Before approval is given, the Audit Committee
examines the independence of the external auditors in relation to the services to be provided and assesses the
reasonableness of the fees to be charged for such services.

External Auditor Service Fees

Financial Year Audit Fees™ | Audit Related Tax Fees All other Fees Total
Ending Fees?®
December 31, 2011 $113,500 Nil $2,800 SNIL $116,300
December 31, 2010 $123,500 $4,000 $2,800 SNIL $130,300
@ The aggregate audit fees include the audit of the Company’s consolidated financial statements and the audit of ICFR.
@ The aggregate fees billed for audit related services that are reasonably related to the performance of the audit of the Company’s

consolidated financial statements, which are not included under the heading “Audit Fees”.
Corporate Governance, Nomination and Compensation Committee

The Corporate Governance, Nomination and Compensation Committee (“Governance Committee”) is appointed by and
acts on behalf of the Board of Directors. The Governance Committee acts pursuant to the Corporate Governance
Nomination Compensation Committee Charter (the “Governance Charter”) that has been approved by the board of
directors. The Governance Charter can be viewed on the Company’s website at www.quaterra.com. The Governance
Committee is responsible for:

1)  developing and recommending to the Board a set of corporate governance guidelines applicable to the
Company and for periodically reviewing such guidelines;

2)  identifying individuals qualified to become Board members;

3)  recommending that the Board select the director nominees for the next annual meeting of shareholders;

4)  overseeing the Board’s annual evaluation of its performance, and

5)  reviewing and recommending to the Board on major compensation plans, policies and programs of the
Company. The Governance Committee approves the compensation of named executive officers and certain
senior management, takes specific actions with respect to such compensation and has oversight

responsibility over the Company’s management development programs, performance assessment of senior
executives and succession planning.
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The members of the Governance Committee are LeRoy Wilkes (Chair), Robert Gayton and Anthony Walsh, all of whom
are independent directors, applying the definition set out in Section 1.4 of National Instrument 52-110

On April 2, 2012, Mr. Kerr resigned as a Member of the Governance Committee. Mr. Walsh was appointed as a Member
of the Governance Committee to fill the vacancy created by the resignation of Mr. Kerr.

Safety, Health, Security and Environment Committee

The Company has a Safety, Health, Security and Environment Committee (the “SHSE Committee™) that consists of John
Kerr (Chair), Thomas Patton and Lawrence Page.

The SHSE Committee has been established to assist the Board in fulfilling its responsibilities relating to health safety and
the environment. The SHSE Charter can be viewed on the Company’s website at www.quaterra.com. The responsibilities
of the Committee are as follows:

e reviewing and recommending, as appropriate, changes to the safety, health and environmental policies of the
Company;

e monitor the status of compliance with the Company policies and applicable laws and regulations in the areas of
safety, health and environment based on written reports from management;

e review, at least semi-annually, the performance of the Company in the area of safety, health and environment;

o the event of the occurrence of a material safety, health or environmental incident where the occurrence is required
to be reported to the appropriate authorities, the committee will receive and review as soon as practicable a report
from management detailing the nature of the incident and describing the remedial action being taken; and

o periodically report to the Board of Directors on safety, health and environment issues affecting the Company.

Assessments

In March, 2011, the Board of Directors engaged the firm of Morton & Co. to conduct a review of the Company’s
Governance Documents. The documents were found to be in compliance with Canadian and U.S. policies. Morton & Co.
also prepared a “360” Board of Directors Assessment Evaluation. This evaluation was distributed to each Director for
completion anonymously and was returned to Morton & Co. for compilation.

Board Effectiveness

In recent years, the board and each of its committees have completed informal assessments of effectiveness annually. The
Board has taken the decision to strengthen the review process in the future. The Governance Committee, in conjunction
with the Chairman of the Board, will conduct an annual assessment of the Board’s effectiveness and contribution. There
are two components to this assessment.

e Self-Assessment
e Board Assessment

The Board will review the assessment tools and frequency of assessments each year and update them as necessary to
reflect evolving rules and practices, as well as any changes to the Board Mandate and Committee Charters.

Annually Board Members will complete a detailed governance self-assessment questionnaire, the contents of which are
determined by the Governance Committee. The results are summarized by the Assistant Corporate Secretary, who keeps
the individual results strictly confidential, to encourage full and frank commentary on all aspects of the Board operations.
Once this summary report is complete, the Chair of the Governance Committee will:

e Review the results with the Chairman of the Board; and
e Provide the Board with a summary of the results and the Committee’s findings and recommendations.
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As part of the annual governance questionnaire, each director will assess the Board performance against the
responsibilities set out in its Mandate. Similarly, the directors of each committee will do the same against the relevant
committee charter. The Directors also assess the Chairman’s performance. They may comment on their access to him
and on the manner in which he conducts board meetings. The board assessment process provides an opportunity for
directors to comment on management performance, as well as their access to and communication with senior
management.

MANAGEMENT IS NOT AWARE OF ANY OTHER MATTER TO COME BEFORE THE MEETING OTHER THAN
AS SET FORTH IN THE NOTICE OF MEETING. IF ANY OTHER MATTER PROPERLY COMES BEFORE THE
MEETING, IT IS THE INTENTION OF THE MANAGEMENT APPOINTEES TO VOTE THE SHARES
REPRESENTED BY THE FORM OF PROXY ACCOMPANYING THIS INFORMATION CIRCULAR ON A POLL
IN ACCORDANCE WITH THEIR BEST JUDGMENT ON SUCH MATTER.

ADDITIONAL INFORMATION
Additional information relating to the Company including audited annual financial statements can be found at
www.sedar.com or without charge, upon request to the Company at
Suite 1100 — 1199 West Hastings Street, Vancouver, B.C. V6E 3T5
Telephone: (604) 681-9059 Fax: (604) 641-2740
BY ORDER OF THE BOARD

(signed) Thomas C. Patton
Thomas C. Patton, President and Chief Executive Officer
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