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BLACKHAWK RESOURCE CORP.

NOTICE OF ANNUAL GENERAL AND SPECIAL MEETING OF SHA REHOLDERS
TO BE HELD ON MARCH 9, 2012

NOTICE IS HEREBY GIVEN THAT AN ANNUAL GENERAL AND S PECIAL MEETING (the ‘Meeting”) of
holders of common sharesGdmmon Share¥) of Blackhawk Resource Corp. (th€brporation™) will be held at 1000,
250 - 29 Street S.W., Livingston Place, Calgary, Albeatal 0:00 a.m., on Friday, March 9, 2012 for thiofeing purposes:

1. to receive and consider the audited financial statds of the Corporation for the financial yeareshdune 30,
2011 and the report of the auditor thereon;
to fix the number of directors of the Corporatiorbe elected at the Meeting at five (5);
to elect the Board of Directors of the Corporationthe ensuing year;

to appoint the auditor of the Corporation for tmsu@ng year and to authoriiee Board of Directors to fix the
auditor’s remuneration;

5. to consider, and if thought fit, approve the ordyn@solution, as more particularly set forth ie ticcompanying
Management Information Circular, relating to th@gval of the stock option plan of the Corporation;

6. to consider, and if thought fit, approve the spleaolution, as more particularly set forth in tiecompanying
Management Information Circular, authorizing angraping the consolidation of the issued and outfitam
Common Shares on the basis of one (1) new CommareSbr up to every existing three (3) Common Share
issued and outstanding immediately prior to thesotidation; and

7. to transact such other business as may be propenlght before the meeting or any adjournment tfere
DATED this 6" day of February, 2012.

BY ORDER OF THE BOARD OF DIRECTORS

“David Antony”
David Antony
Chief Executive Officer and Director

IMPORTANT

Itis desirable that as many shares as possible bepresented at the Meeting. If you do not expecbtattend and would
like your shares represented, please complete theaosed instrument of proxy and return it as soon sipossible in the
envelope provided for that purpose. All proxies,a be valid, must be received by Olympia Trust Compay, 2300, 125
- 9" Avenue S.E., Calgary, Alberta, T2G 0P8, at leasBhours, excluding Saturdays, Sundays and holidaysefore the
Meeting or any adjournment thereof. Late proxies nay be accepted or rejected by the Chairman of the bkting in his
discretion, and the Chairman is under no obligatiorto accept or reject any particular late proxy.



BLACKHAWK RESOURCE CORP.

MANAGEMENT INFORMATION CIRCULAR
SOLICITATION OF PROXIES

THIS MANAGEMENT INFORMATION CIRCULAR (“MANAGEMENT |  NFORMATION CIRCULAR") IS
PROVIDED IN CONNECTION WITH THE SOLICITATION BY MANA GEMENT OF BLACKHAWK
RESOURCE CORP. (THE “CORPORATION") of proxies from the holders of common shareSofhmon
Shares) for the annual general and special meeting efsthareholders of the Corporation (thMeting”) to be held
on Friday, March 9, 2012 at 10:00 a.m. at 1000, 28 Street S.W., Livingston Place, Calgary, Albertaabany
adjournment thereof for the purposes set out irmttdmpanying notice of meeting\gtice of Meeting).

Although it is expected that the solicitation obyies will be primarily by mail, proxies may alse Isolicited
personally or by telephone, facsimile or other grealicitation services. In accordance with Nagildnstrument 54-
101 —Communication with Beneficial Owners of Securitiea Reporting Issuearrangements have been made with
brokerage houses and other intermediaries, cleaggncies, custodians, nominees and fiduciarieeneard
solicitation materials to Beneficial Shareholdexs defined below) held of record by such persoddt@Corporation
may reimburse such persons for reasonable feedisinursements incurred by them in doing so. Tlésabereof will

be borne by the Corporation.

APPOINTMENT AND REVOCATION OF PROXIES

The persons named (the “Management Designees”) ihe enclosed instrument of proxy (“Instrument of Prxy”)
have been selected by the directors of the Corpotiah and have indicated their willingness to represd as proxy
the shareholder who appoints them. A shareholderds the right to designate a person (whom need notla
shareholder) other than the Management Designees tepresent him or her at the Meeting. Such right may be
exercised by inserting in the space provided fat glurpose on the Instrument of Proxy the nambeperson to be
designated and by deleting therefrom the namdsedfianagement Designees, or by completing anotbeepform
of proxy and delivering the same to the transfenagf the Corporation. Such shareholder shoulifyrtbe nominee
of the appointment, obtain the nominee’s conserddibas proxy and should provide instructions ow lloe
shareholder’s shares are to be voted. The norshmeadd bring personal identification with him te tkleeting. In any
case, the form of proxy should be dated and exddutéhe shareholder or an attorney authorizediiimg, with proof
of such authorization attached (where an attorregwed the proxy form). In addition, a proxy nheyrevoked by a
shareholder personally attending at the Meetingvaxticig his shares.

A form of proxy will not be valid for the Meeting any adjournment thereof unless it is completetideativered to the
Corporation’s transfer agent, Olympia Trust Comp&3p0, 125 -9Avenue S.E., Calgary, Alberta, T2G 0P8, at least
48 hours, excluding Saturdays, Sundays and holideefere the Meeting or any adjournment thereddtelproxies
may be accepted or rejected by the Chairman d¥iéeging in his discretion, and the Chairman is umaeobligation

to accept or reject any particular late proxy.

A shareholder who has given a proxy may revoke itoaany matter upon which a vote has not alre@dynlrast
pursuant to the authority conferred by the prokyaddition to revocation in any other manner p&ediby law, a
proxy may be revoked by depositing an instrumenmtriting executed by the shareholder or by hisatitled attorney
in writing, or, if the shareholder is a corporatiamder its corporate seal by an officer or attgrtreereof duly
authorized, either at the registered office of@eeporation or with Olympia Trust Company, 2300513" Avenue
S.E., Calgary, Alberta, T2G 0P6, at any time u@nd including the last business day preceding #tie df the
Meeting, or any adjournment thereof at which thexpiis to be used, or by depositing the instruniemtriting with
the Chairman of such Meeting on the day of the Mggbr any adjournment thereof. In addition, exyrmay be
revoked by the shareholder personally attendingvibeting and voting his shares.
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ADVICE TO BENEFICIAL SHAREHOLDERS

The information set forth in this section is of sigificant importance to many shareholders, as a sulantial
number of shareholders do not hold Common Shares itheir own name. Shareholders who hold their Common
Shares through their brokers, intermediaries, érssor other persons, or who otherwise do not thelid Common
Shares in their own name (referred to in this Managnt Information Circular aB&neficial Shareholders) should
note that only proxies deposited by shareholdeis agpear on the records maintained by the Corporatiegistrar
and transfer agent as registered holders of Comames will be recognized and acted upon at thetige If
Common Shares are listed in an account statemevided to a Beneficial Shareholder by a brokerséhGommon
Shares will, in all likelihoodnot be registered in the shareholder’'s name. Suchn@unShares will more likely be
registered under the name of the shareholder'ssbbrmkan agent of that broker. In Canada, themagtrity of such
shares are registered under the name of CDS &ti@ordgistration name for The Canadian Depositar$écurities,
which acts as nominee for many Canadian brokerages) Common Shares held by brokers (or theintger
nominees) on behalf of a broker’s client can omybted (for or against resolutions) at the dimecof the Beneficial
Shareholder. Without specific instructions, brakand their agents and nominees are prohibitedvfotimg shares for
the broker’'s clients. Therefore, each Beneficial Shareholder should enserthat voting instructions are
communicated to the appropriate person well in adviace of the Meeting.

Existing regulatory policy requires brokers andestintermediaries to seek voting instructions frBeneficial
Shareholders in advance of shareholders’ meetifigs.various brokers and other intermediaries hhe& bwn
mailing procedures and provide their own returrtrirdions to clients, which should be carefullyldated by
Beneficial Shareholders in order to ensure that themmon Shares are voted at the Meeting. Tha fofr proxy
supplied to a Beneficial Shareholder by its brdkethe agent of the broker) is substantially samib the Instrument
of Proxy provided directly to registered sharehddey the Corporation. However, its purpose istihito instructing
the registered shareholder (i.e., the broker ontagfethe broker) how to vote on behalf of the Biagial Shareholder.
The vast majority of brokers now delegate respalitgibor obtaining instructions from clients to 8adridge Financial
Solutions, Inc. (Broadridge”) in Canada. Broadridge typically prepares a nraeeadable voting instruction form,
mails those forms to Beneficial Shareholders akd Beneficial Shareholders to return the forms toa8ridge, or
otherwise communicate voting instructions to Bradgk (by way of the Internet or telephone, for egén
Broadridge then tabulates the results of all irdioms received and provides appropriate instrasti@specting the
voting of shares to be represented at the Meeth@eneficial Shareholder who receives a Broadridgeoting
instruction form cannot use that form to vote Comma Shares directly at the Meeting. The voting instiction
forms must be returned to Broadridge (or instructions respecting the voting of Common Shares must otiveise
be communicated to Broadridge) well in advance ohie Meeting in order to have the Common Shares votedf
you have any questions respecting the voting of Canon Shares held through a broker or other intermedary,
please contact that broker or other intermediary fa assistance.

Although a Beneficial Shareholder may not be recghdirectly at the Meeting for the purposes dfnggCommon
Shares registered in the name of his broker, afidégeShareholder may attend the Meeting as prolgér for the
registered shareholder and vote the Common ShateaticapacityBeneficial Shareholders who wish to attend the
Meeting and indirectly vote their Common Shares aproxyholder for the registered shareholder, shouldnter
their own names in the blank space on the form ofrpxy provided to them and return the same to theibroker
(or the broker’s agent) in accordance with the inguctions provided by such broker.

All references to shareholders in this Managenma@otination Circular and the accompanying Instrunoé®roxy and
Notice of Meeting are to registered shareholdeftessnspecifically stated otherwise.

VOTING OF PROXIES

Each shareholder may instruct his proxy how to Wig€Common Shares by completing the blanks om#iaument of
Proxy. All Common Shares represented at the Mgétynproperly executed proxies will be voted orhluiéld from
voting (including the voting on any ballot), andevl a choice with respect to any matter to be agbed has been
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specified in the Instrument of Proxy, the Commorar8k represented by the proxy will be voted in etaace with
such specification.In the absence of any such specification as to viogj on the Instrument of Proxy, the
Management Designees, if named as proxy, will voire favour of the matters set out therein. In the Asence of
any specification as to voting on any other form oproxy, the Common Shares represented by such foriof

proxy will be voted in favour of the matters set otitherein.

The enclosed Instrument of Proxy confers discreticary authority upon the Management Designees, or odr
persons named as proxy, with respect to amendments or variations of matters identified in the Notice of
Meeting and any other matters which may properly cane before the Meeting. As of the date hereof, the
Corporation is not aware of any amendments to, vaations of or other matters that may come before the
Meeting. In the event that other matters come befe the Meeting, the Management Designees intendyote in
accordance with the judgment of management of the @poration.

QUORUM

The by-laws of the Corporation provide that a quof shareholders is present at a meeting of sbiters of the
Corporation if at least two (2) persons are pregemerson or by proxy, each of whom is entitled/tde at the
meeting, and who holds or represents by proxy esg than five (5%) percent of the shares entitleebte at the
meeting.

VOTING SHARES AND PRINCIPAL HOLDERS THEREOF

The Corporation is authorized to issue an unlimitechber of Common Shares and an unlimited numberséérred
shares. As at the effective date of this Managéméormation Circular (theEffective Dat€’), which is February 6,
2012, the Corporation h&9,039,144 Common Shares issued and outstandiege @ne no other shares of any class
issued and outstanding. The Common Shares amntheshares entitled to be voted at the Meeting, lasiders of
Common Shares are entitled to one (1) vote for €whmon Share held.

Holders of Common Shares of record at the clogisiness on February 6, 2012 (tfetord Date') are entitled to
vote such Common Shares at the Meeting on the bhsise vote for each Common Share held excepig@xtent
that, (a) the holder has transferred the ownerghgmy of his Common Shares after the Record Catd,(b) the
transferee of those Common Shares produces prapettysed share certificates, or otherwise estegslithat he owns
the Common Shares, and demands not later thanys®eéore the day of the Meeting that his namededed in the
list of persons entitled to vote at the Meetingyhiich case the transferee will be entitled to YiéeCommon Shares at
the Meeting.

To the knowledge of the directors and the execuffieers of the Corporation, as at the Effectivat® no person or
company beneficially owns, directly or indirectby,controls or directs, voting securities carryl@o or more of the
voting rights attached to any class of voting sigesrof the Corporation.

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

The compensation program of the Corporation isgihesl to attract, motivate, reward and retain kndgéable and
skilled executives required to achieve the Corpgon& corporate objectives and increase shareheédee. The main
objective of the compensation program is to recgtiie contribution of the executive officers te tverall success
and strategic growth of the Corporation. The caomgpéon program is designed to reward managemeforpance

by aligning a component of the compensation with @orporation’s business performance and sharevalie

philosophy of the Corporation is to maintain a elasonitoring over costs during its start-up phamkthen to pay the
management a total compensation amount that is etitiap with other junior oil and gas companie€enada and is
consistent with the experience and responsibéigl of the management. The purpose of executivgensation is
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to reward the executives for their contributionghi® achievements of the Corporation on both anarand long term
basis.

The Corporate Governance and Compensation Comrhiteadopted a compensation program that coves kiey
elements: (i) a base amount of salary and benéiits performance based cash bonus; and (iigkstiptions. A
description of the criteria used in each elemerttoofipensation is set forth below.

Base Salary

The objective of base salary compensation is t@ardwand retain Named Executive Officers (defineldwg The

program is designed to reward Named Executive &ffifor maximizing shareholder value in a volatibenmodity

based business in a safe, environmentally resplensibgulatory compliant and ethical manner. Irtisgtbase
compensation levels, consideration is given to dactors as level of responsibility, experiencepertise and the
amount of time devoted to the affairs of the Cogpion. The goal is to maintain modest base saldteing the start-
up phase of the Corporation.

Bonus Plan

The Corporation’s compensation philosophy willbemcourage the maximization of shareholder valat lavels of
the organization by making cash bonuses a compafienimpensation, taking into consideration perfamoe by both
the Corporation and the respective executive affice

Although no formal bonus plan has been implemerd#axecutive officers are eligible to receiveanbs. Bonus
levels, if any, will be established by the Corper&overnance and Compensation Committee. Bonusdaviar
executive officers are discretionary and bonusesat foreseen to be paid until the Corporationvgrsignificantly.

Stock Options

The maximization of shareholder value is encourdmetthe granting of stock options at all levelheTCorporation
has in place a stock option plan (tHddn”) under which awards have been made to execuffieecs in amounts
relative to positions, performance, and what isstaered competitive in the industry. The objectf¢he Plan is to
reward and retain Named Executive Officers. Thegram is designed to reward Named Executive Offi¢ers
maximizing shareholder value in a volatile commpbéased business in a safe, environmentally reggensegulatory
compliant and ethical manner.

The Corporation has reviewed the public discloswealable for other junior oil and gas companieSamada to assist
in determining the competitiveness of stock opiarards. The Chief Executive Officer makes recondagans to the
Corporate Governance and Compensation Committeedbas this information. The recommendations do not
generally take into account awards made in theipusvyear. The Corporate Governance and Compensati
Committee assesses the Chief Executive Officecsmenendations and then makes recommendationsto#ne of
directors of the Corporation (theBbard”) who ratify the recommendations. The Corporamv&nance and
Compensation Committee makes its own recommendaticectly to the Board with respect to Chief Exe®i
Officer stock option awards. In general, stockiam are granted under the Plan to executive afficpon their
commencement of service. Additional grants areenadiodically to recognize the exemplary perforoeeof, or the
special contribution by eligible individuals. Anraual grant may be made to eligible individualsgobsn individual
performance and performance of the Corporationnduttie most recently completed financial year iatren to
performance expected



Summary Compensation Table

The following table sets forth all annual and léexgn compensation for the financial years endeé 3002011, 2010
and 2009 for services in all capacities to the Gmpion and its subsidiaries in respect of indigids) who were acting
as, or were acting in a capacity similar to, a fthiecutive officer or chief financial officer are three (3) most
highly compensated individuals whose total compems&xceeded $150,000 per annum for the year ehatesl 30,

2011 (the Named Executive Officers).

SUMMARY COMPENSATION TABLE

Non-Equity Incentive
Plan Compensation ($)

Year Share- Option- Long-

Ended Based Based Annual Term All Other Total
Name and June Salary Awards Awards Incentive Incentive Pension | Compensation | Compensation
Principal Position 30 (%) ¢ ($)@® Plans Plans Value ($) ($) $)
David Antony” 2011 | 60,004" Nil Nil Nil Nil Nil Nil 60,000
Chief Executive 2010 | 50,0006" Nil 18,000 Nil Nil Nil Nil 68,000
Officer 2009 | 40,006 Nil 10,122 il il Nil Nil 50,122
Charidy Lazorko | 2011 | 46,5067 Nil Nil Nil Nil Nil Nil 46,500
Chief Financial 2010 32,500 Nil 6,750 Nil Nil Nil Nil 39,250
Officer 2009 | 18,000 Nil 6,266 il il Nil Nil 24,266
Hillar Lilles®® 2011 | 16,27¢Y Nil Nil Nil Nil Nil Nil 16,270
Former President | 2010 | 80,0007 Nil 72,000 Nil Nil Nil Nil 152,000

2009 N/A N/A N/A N/A N/A N/A N/A N/A
Mark Lensoff 2011 | 100,95¢49 Nil Nil Nil Nil Nil Nil 100,950
Former Vice 2010 | 80,000 Nil 54,000 Nil Nil Nil Nil 134,000
President,
Exploration 2009 N/A N/A N/A N/A N/A N/A N/A N/A

Notes:

1)

)
®3)
(4)
(®)

(6)
()

(8)

“Share-Based Award means an award under an equity incentive plagafty-based instruments that do not have option-
like features, including, for greater certaintypooon shares, restricted shares, restricted shése daferred share units,
phantom shares, phantom share units, common shareakent units and stock.
“Option-Based Award’ means an award under an equity incentive plaoptibns, including, for greater certainty, share
options, share appreciation rights and similarimeents that have option-like features.
The “grant date fair value” has been determineddigg the Black-Scholes option pricing model. 8iseussion below.
Mr. Antony and Mr. Lilles did not receive any addital compensation for serving as directors ofG@oeporation.

Mr. Lilles resigned as President of the Corporaétiactive September 1, 2010. Mr. David Bryson sggointed President

of the Corporation effective December 7, 2011.

Mr. Lenson resigned as Vice President, Exploratibine Corporation effective March 14, 2011.
Represents compensation paid to RHM Managementdremmpany which is wholly-owned by Mr. Antonyr &ervices
provided to the Corporation. The Corporation paidsalary directly to Mr. Antony.
Represents compensation paid to FCRoss Consultthgd company which is wholly-owned by Mrs. Lazmrfor services

provided to the Corporation. The Corporation paidsalary directly to Mrs. Lazorko during the yeaded June 30, 2011.
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9) Represents compensation paid to Greenhouse Gakl&dQia company which is wholly-owned by Mr. 18, for services
provided to the Corporation. The Corporation paidsalary directly to Mr. Lilles.
(20) Represents compensation paid to Scorch Energya.tdmpany which is wholly-owned by Mr. Lenson,dervices provided

to the Corporation. The Corporation paid no sattrgctly to Mr. Lenson.
Narrative Discussion

During the financial year ended June 30, 2011Cigoration did not granted stock options to thend Executive
Officers. Calculating the value of stock optiosing the Black-Scholes option pricing model is véifferent from a
simple “in-the-money” value calculation. In fastock options that are well out-of-the-money cadh save a
significant “grant date fair value” based on a Bi&rholes option pricing model, especially whesdndhe case of the
Corporation, the price of the share underlyinggpgon is highly volatile. Accordingly, caution sibe exercised in
comparing grant date fair value amounts with cashpensation or an in-the-money option value catmria

Incentive Plan Awards

Outstanding Share-Based Awards and Option-Based Awards

The following table sets forth details of all awsualitstanding for each Named Executive Officenef@orporation as
of the most recent financial year end, includingedg granted before the most recently completexhéiial year.

Option-Based Awards Share-Based Awards
Market or
Number of Payout Value
Number of Value of Shares or of Share-
Securities Unexercised Units of Based
Underlying Option in-the- Shares that Awards that
Unexercised| Exercise money have not have not
Options Price Option Expiration | Option®® vested vested
Name and Title #) ($) Date (%) #) %)
David Antony 200,000 0.15 September 1, 2014 Nil N/A N/A
Chief Executive Officer 210,000 0.10 February 23, 2014 Nil N/A N/A
Charidy Lazorko 75,000 0.15 September 1, 2014 Nil N/A N/A
Chief Financial Officer 130,000 0.10 February 23, 2014 Nil N/A N/A
Hillar Lilles Nil N/A N/A N/A N/A N/A
Former President
Mark Lenson Nil N/A N/A N/A N/A N/A
Former Vice President,
Exploration

Notes:

(1) Unexercised “in-the-money” options refer to theiops in respect of which the market value of thaeaulying securities as at the
financial year end exceeds the exercise or base pfithe option.

(2) The aggregate of the difference between the magtee of the Common Shares as at June 30, 201g $6i08 per Common
Share, and the exercise price of the options.

None of the awards disclosed in the table above baen transferred at other than fair market value.
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I ncentive Plan Awards - Value Vested or Earned During the Year

The following table sets forth the value of optioased awards and share-based awards which vestedeoearned
during the most recently completed financial yeardach Named Executive Officer.

Non-Equity Incentive Plan
Option-Based Awards - Share-Based Awards - Value Compensation - Value
Value vested during the year vested during the year earned during the year
Name and Title ¢ $) (%)
David Antony Nil N/A N/A
Chief Executive Officer
Charidy Lazorko Nil N/A N/A
Chief Financial Officer
Hillar Lilles Nil N/A N/A
Former President
Mark Lenson Nil N/A N/A
Former Vice President,
Exploration
Note:

(1) Based on the difference between the market pritleeobptions at the vesting date and the exercise.p
Narrative Discussion
The Corporation has a stock option plan (defingdihes the Plan”) previously approved by the shareholders of the
Corporation on January 14, 2011. The details@fPlan are described und&ARTICULARS OF MATTERS TO BE
ACTED UPON - Approval of 2012 Stock Option Plan

Pension Plan Benefits

The Corporation does not have in place any defaweathensation plan or pension plan that providepdgments or
benefits at, following or in connection with retiment.

Termination and Change of Control Benefits

During the year ended June 30, 2011, the Corporatas not a party to any contract, agreement,@lanrangement
that provides for payments to a Named Executivic@ffat, following or in connection with any terration (whether
voluntary, involuntary or constructive), resignatioetirement, a change in control of the Corporgtits subsidiaries
or affiliates or a change in a Named Executive c@ffis responsibilities.

DIRECTOR COMPENSATION

The Corporation currently has five (5) directonsedl) of which, David Antony, was also Named ExeeuOfficer

during the year ended June 30, 2011. Hillar Liless also a Named Executive Officer and a direttoing the year
ended June 30, 2011. For a description of the eosgtion paid to the Named Executive Officers wiko act or
acted as directors of the Corporation, SEeeCUTIVECOMPENSATIOR.,



Director Compensation Table

The following table sets forth all compensationyided to directors who are not also Named Execulifficers
(“Outside Directors’) of the Corporation for the financial year endathe 30, 2011.

Share- Option- Non-Equity
Fees Based Based Incentive Plan All Other
Earned Awards Awards Compensation | Pension Value | Compensation Total
Name (%) 6 ($)P® (%) (%) (%) (%)
Raymond Antony Nil Nil Nil Nil Nil Nil Nil
Michael Bowie Nil Nil Nil Nil Nil Nil Nil
Scott Price Nil Nil Nil Nil Nil Nil Nil

Notes:

(1) “Share-Based Award means an award under an equity incentive plaggoity-based instruments that do not have optika-li
features, including, for greater certainty, comrsbares, restricted shares, restricted share deiftstred share units, phantom
shares, phantom share units, common share equivaigs and stock.

(2) “Option-Based Award’ means an award under an equity incentive plaptibns, including, for greater certainty, shargans,
share appreciation rights and similar instrumemas have option-like features.

(3) The “grant date fair value” has been determinedsigg the Black-Scholes option pricing model. 8iseussion below.

(4) Mr. Hillar Lilles was a director of the Corporatiduring the year ended June 30, 2011; howeverl Nes did not stand for re-
election at the Corporation’s last annual geneamdlspecial meeting held on January 14, 2011.

(5) Mr. David Bryson was appointed to the Board effecftDecember 7, 2011.

Narrative Discussion

The Corporation has no arrangements, standardthervise, pursuant to which directors are compewushy the
Corporation for their services in their capacitglasctors, or for committee participation, excigpthe granting from
time to time of stock options pursuant to the apfitan of the Corporation and in accordance wighgblicies of the
TSX Venture Exchange (th&'SXV”). The purpose of granting such stock optionsis$sist the Corporation in
compensating, attracting, retaining and motivativgdirectors of the Corporation and to closelgrathe personal
interests of such person to that of the sharehslder

During the financial year ended June 30, 2011(bgooration did not grant stock options to the @igtPirectors.
Calculating the value of stock options using thedBtScholes option pricing model is very differigaim a simple “in-
the-money” value calculation. In fact, stock opdhat are well out-of-the-money can still haggaificant “grant
date fair value” based on a Black-Scholes optidcingg model, especially where, as in the casee@brporation, the
price of the share underlying the option is higldiatile. Accordingly, caution must be exercise@¢@mparing grant
date fair value amounts with cash compensatioman-#ghe-money option value calculation.

Incentive Plan Awards
Outstanding Share-Based Awards and Option-Based Awards

The following table sets forth details of all awa@ltstanding for each Outside Director of the Gaoapon as of the
most recent financial year end, including awardsitgd before the most recently completed finanaat.



Option-Based Awards Share-Based Awards
Market or
Number of Payout
Number of Value of Shares or Value of
Securities Unexercised Units of Share-Based
Underlying Option in-the- Shares that | Awards that
Unexercised | Exercise money have not have not
Options Price Option Expiration Option®® vested vested
Name #) (%) Date (%) #) (%)
Raymond Antony 100,000 0.15 September 1, 2014 Nil N/A N/A
185,000 0.10 February 23, 2014 Nil N/A N/A
Michael Bowie 100,000 0.15 September 1, 2014 Nil N/A N/A
185,000 0.10 May 6, 2014 Nil N/A N/A
Scott Price 200,000 0.15 September 1, 2014 Nil N/A N/A
Notes:

(1) Unexercised “in-the-money” options refer to theiops in respect of which the market value of theertying securities as at the
financial year end exceeds the exercise or base pfithe option.

(2) The aggregate of the difference between the madtae of the Common Shares as at June 30, 201ig B6i08 per Common
Share, and the exercise price of the options.

None of the awards disclosed in the table above baen transferred at other than fair market value.
I ncentive Plan Awards - Value Vested or Earned During the Year

The following table sets forth the value of optioased awards and share-based awards which vestedeoearned
during the most recently completed financial yeartfie Outside Directors of the Corporation.

Non-Equity Incentive Plan
Option-Based Awards - Share-Based Awards - Value Compensation - Value
Value vested during the year vested during the year earned during the year
Name " (%) (%)
Raymond Antony Nil N/A N/A
Michael Bowie Nil N/A N/A
Scott Price Nil N/A N/A
Note:

(1) Based in the difference between the market pride@bptions at the vesting date and the exercise.p

Narrative Discussion

The significant terms of the Plan are disclosethis Management Information Circular und®ARTICULARS OF
MATTERS TO BE ACTED UPON — Approval of 2012 Stqutio® Plari.

Other Compensation

Other than as set forth herein, the Corporatiomdidpay any other compensation to executive afice directors
(including personal benefits and securities or progs paid or distributed which compensation wa®ffered on the
same terms to all full time employees) during et tompleted financial year other than benefids@nquisites which
did not amount to $10,000 or greater per individual
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COM PENSATION PLANS

The following table sets forth securities of ther@wation that are authorized for issuance undeitggompensation
plans as at the end of the Corporation’s most tgceampleted financial year.

Number of securities
remaining available for
issuance under equity
Number of securities to be | Weighted average exercise compensation plans
issued upon exercise of price of outstanding (excluding outstanding
outstanding options, options, warrants and securities reflected in
Plan Category warrants and rights rights Column 1)®
Equity compensation plans 1,485,000 Common Shares $0.13 4,518,914 Commares$hal
approved by securityholders
Equity compensation plans not N/A N/A N/A
approved by securityholders
Total 1,485,000 Common Shares 4,518,914 Commorafts

Note:

(1) The aggregate number of Common Shares that magdseved for issuance under the Plan shall not dxt6&o of the
Corporation’s issued and outstanding Common Shafss.at June 30, 2011, the number of Common Shaseed and
outstanding was 60,039,144,

MANAGEMENT CONTRACTS

During the most recently completed financial yearmanagement functions of the Corporation weamycsubstantial
degree performed by a person or company other tardirectors or executive officers (or private Eamies
controlled by them, either directly or indirectly)) the Corporation.

INDEBTEDNESS OF DIRECTORS, EXECUTIVE OFFICERS AND SENIOR OFFICERS

No director, executive officer, employee or fornd@ector, executive officer or employee of the Gogtion or its
subsidiaries nor any of their associates or afifais, or has been at any time since the begjrofithe last completed
financial year, indebted to the Corporation ositbsidiaries nor has any such person been indebgety other entity
where such indebtedness is the subject of a gesrastipport agreement, letter of credit or sin@taangement or
understanding, provided by the Corporation exceptisclosed in the audited financial statements.

INTERESTS OF INFORMED PERSONS IN MATERIAL TRANSACTI ONS

Other than as set forth herein or as previousglaléed, the Corporation is not aware of any mdtetierests, direct or
indirect, by way of beneficial ownership or othesw;i of any director or executive officer, proposedninee for
election as a director or any shareholder holdingenthan 10% of the voting rights attached to tben@on Shares or
any associate or affiliate of any of the foregaimgny transaction in the preceding financial y&aany proposed or
ongoing transaction of the Corporation which hawidrmaterially affect the Corporation.

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON

Other than as set forth herein, or as previouslgldsed, the Corporation is not aware of any neltentierests, direct
or indirect, by way of beneficial ownership of seties or otherwise, of any director or executiféoer, proposed
nominee for election as a director or any sharedraotalding more than 10% of the voting rights ditst to the
Common Shares or any associate or affiliate ofoduttye foregoing in any transaction in the precgdimancial year or
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any proposed or ongoing transaction of the Corpmrawhich has or will materially affect the Corptioa or its
subsidiaries.

AUDIT COMMITTEE

The Audit Committee is a committee of the Boargvtoch the Board delegates its responsibility foemight of the
financial reporting process. The Audit committealso responsible for managing, on behalf of tiz@esholders, the
relationship between the Corporation and the eatexuditor.

Pursuant to National Instrument 52-110Audit Committee§'NI-52-110") the Corporation is required to disclose
certain information with respect to its Audit Contt®e, as summarized below.

Audit Committee Terms of Reference

The Corporation must, pursuant to NI 52-110, haweiteen charter which sets out the duties andaossibilities of its
Audit Committee. The terms of reference of the A@bmmittee are attached hereto as Schedule “A”.

Audit Committee Composition

The following are the members of the Audit Comneitées at the date hereof:

Raymond Antony Independéht Financially Literat&’
Michael Bowie Independefit Financially Literat&”
David Antony Not Independet Financially Literat&’
Note:

(2) As defined by NI 52-110.

Relevant Education and Experience

All of the members of the Audit Committee have beéher directly involved in the preparation of tieancial
statements, filing of quarterly and annual finahstatements, dealing with auditors, or as a merobéne Audit
Committee. All members have the ability to reathlgze and understand the complexities surrourtmgsuance of
financial statements.

Raymond Antony
* Mr. Antony has been a Chartered Accountant for nloa@ 30 years and has obtained significant firenci
experience and exposure to accounting and finarssaés as a director and audit committee membar of

number of public companies with international ofierss.

Michael Bowie

* Mr. Bowie is a Principal of Summit Liability Solats and was formerly the Vice-President Business
Development of a Private Oil and Gas Company frgmil 2005 to December 2006 and EHIS Co-ordinator of
Vermillion Energy Trust from June 2002 to April 20

David Antony
* Mr. Antony is a Chartered Accountant with over Eass of experience in financial and business planni

services with both public and private companied, lzas been a Chief Financial Officer and Chief Hxige
Officer of numerous public companies.
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Audit Committee Oversight

At no time since the commencement of the Corpam&tianost recently completed financial year was a
recommendation of the Audit Committee to nominateampensate an external auditor not adopted bBdlaed of
Directors.

Reliance on Certain Exemptions

At no time since the commencement of the Corpan&timost recently completed financial year hasGbegporation
relied on the exemption in Section 2.4 of NI 52-1D@ Minimis Non-audit Services), or an exemptioconfi NI 52-
110, in whole or in part, granted under Part 8 b6&-110.

Pre-Approval Policies and Procedures

The Audit Committee had adopted specific policiad arocedures for the engagement of non-audit cesvas
described in the terms of reference of the AuditmButtee attached hereto as Schedule “A” under tedimg
“External Auditors.

External Auditor Service Fees

The aggregate fees billed by the Corporation’sresieauditors in each of the last two (2) fiscahrgefor audit and
other fees are as follows:

Financial Year Ending Audit Fees ($) | Audit Related Fees (7 | Tax Fees ($§ All Other Fees ($§*
2011 55,728 58,486 3,622 Nil
2010 85,000 Nil Nil Nil
Notes:

1) Audit fees include fees necessary to perform timeiahaudit and quarterly reviews of the Corpord§@onsolidated financial
statements. Audit fees include fees for revieweafgirovisions and for accounting consultations attens reflected in the
financial statements. Audit fees also include aoddther attest services required by legislatioregulation, such as comfort
letters, consents, reviews of securities filingd atatutory audits.

@) Audit-related fees include services that are tiawlitlly performed by the auditor. These audit-exlagervices include employee
benefit audits, due diligence assistance, accogiatnsultations on proposed transactions, intenrdtol reviews and audit or
attest services not required by legislation or atipn.

3 Tax fees include fees for all tax services othantthose included in audit fees and audit-relages. fThis category includes fees
for tax compliance, tax planning and tax advice.

4) All other fees include fees for products and se&wiprovided by the Auditor, other than the servieparted above.

Exemption
The Corporation is relying upon the exemption ictig& 6.1 of NI 52-110

CORPORATE GOVERNANCE

Corporate governance relates to the activities@Board, the members of which are elected by enac@ountable to
the shareholders, and takes into account the fakeeandividual members of management who are syped by the
Board and who are charged with the day to day ma&magt of the Corporation. The Board is committeddund
corporate governance practices, which are botlmeniriterest of its shareholders and contributeffiecéve and
efficient decision making. To achieve this golk Corporation has implemented a Board Mandategde ©f
Business Conduct, an Audit Committee Terms of Refee, a Whistle Blower Policy, a Corporate Govetsaand
Compensation Committee Terms of Reference, andnsidading and Reporting Policy, and a Disclosund a
Confidentiality Policy.
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Pursuant to National Instrument 58-101Disclosure of Corporate Governance Practigkg Corporation is required
to disclose its corporate governance practicesiiasnarized below.

Board of Directors

The Board is currently comprised of the followimngef(5) members: David Antony, David Bryson, Raym@mtony,
Michael Bowie and Scott Price. All of these dimst except Scott Price, are being nominated feteetion at the
Meeting. In addition, David M. Fuchs is nominafedelection to the Board at the Meeting.

Raymond Antony, Michael Bowie, Scott Price are peledent directors of the Corporation and, if elécBavid M.
Fuchs will be an independent director. RaymonddAwnt Michael Bowie, Scott Price and David M. Fubhse or will
have no ongoing interest or relationship with tleeg@ration other than their security holdings ie @orporation and
serving as directors.

David Antony, the Chief Executive Officer of the i@oration, and David Bryson, President of the Coaifion, are
members of management and, as a result, are repéndent directors. The Board is responsible éberdhining
whether a director is an independent director.

National Policy 58-201 —Corporate Governance Guidelinesiggests that the board of directors of a public
Corporation should be constituted with a majorifyiredividuals who qualify as “independent” direcsor An
“independent” director is a director who has neditor indirect material relationship with the Gangetion. A material
relationship is a relationship which could, in tiew of the Board, reasonably interfere with thereise of a director’s
independent judgment. The Board is comprisedroépority of independent directors.

Directorships

The following directors of the Corporation are dias of other reporting issuers:

Director Other Reporting Issuers

David Antony Southern Pacific Resource Corp.
North Sea Energy Inc.

Paramax Resources Ltd.

Iron Tank Resources Corp.

Raymond Antony Eaglewood Energy Ltd.
Canyon Services Group Inc.
Birch Lake Capital Inc.
Gran Tierra Energy Inc.
Paramax Resources Ltd.
Standard Exploration Inc.

Scott Price Gran Tierra Energy Inc.

Orientation and Continuing Education

At present, each new director is given an outlinte nature of the Corporation’s business, itpocate strategy, and
current issues with the Corporation along with sctigtion of the committees constituted by the Bo&tew directors
are also expected to be required to meet with memagt of the Corporation to discuss and better nstaied the
Corporation’s business and will be advised by celttsthe Corporation of their legal obligationsi@rgctors of the
Corporation. New directors are also given copigb® Corporation’s policies.

The introduction and education process will beeedd on an annual basis by the Board and will bised as
necessary.
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Ethical Business Conduct

The Board has adopted a written Code of Businessl@x which applies to all directors, officers, dayees and
consultants of the Corporation. The Code of Bussn@onduct addresses such matters as ethical,treorckfair
conduct of the Corporation’s directors, officemspoyees and consultants, safety, personal gaatfinds with public
officials, conflicts of interest and the protectiand proper use of the Corporation’s assets.

The Board has established a Whistle Blower Politych establishes the complaint procedure for corgc@bout any
aspect of the Corporation’s activities and operetio The Corporation has also adopted on Insidadifig and
Reporting Policy which establishes procedures foemvinsiders may trade securities of the Corpanatidhe
Corporation has also adopted a Disclosure and Genmiiiality Policy which establishes proceduresdosuring
adequate disclosure and compliance with disclogargirements as well as procedures for maintairomidentiality.

The Board has found that the fiduciary duties plameindividual directors by the Corporation’s gomiag corporate
legislation and the common law and the restrictiptesed by applicable corporate legislation on radhividual
director’s participation in decisions of the Boaravhich the director has an interest have bedicrit to ensure that
the Board operates independently of managemerihdhd best interests of the Corporation. The Bbaglalso found
that the in camera sessions of the independentdtdiseheld in conjunction with Board meetings distp to ensure
that directors exercise independent judgment irsicieming transactions and agreements.

Under corporate legislation, a director is requicedct honestly and in good faith with a viewhe best interests of
the Corporation and exercise the care, diligenad slill that a reasonably prudent person would @gerin
comparable circumstances. In addition, as someeaditrectors of the Corporation also serve as tire@and officers
of other companies engaged in similar businessiies, directors must comply with the conflictioferest provisions
of theBusiness Corporations Aflberta), as well as the relevant securities raguy instruments, in order to ensure
that directors exercise independent judgment isicleming transactions and agreements in resp&dtioh a director
or officer has a material interest. Any interesté@ctor would be required to declare the nature extent of his
interest and would not be entitled to vote at nmggstiof directors which evoke such a conflict.

Nomination of Directors

The Board have not appointed a nhominating commitiegvever, pursuant to the Board Mandate, the Gatpo
Governance and Compensation Committee is respenfsibrecommending potential directors to the Boafthe

Board selects new nominees for election by theedtwdders to the Board. The nominees are selectestignt to
criteria found in the Board Mandate such as pelspelities, characteristics, accomplishments, t&jpns, contacts
in the business community, ability to commit tirfieand diversity of view point.

Compensation

The Corporate Governance and Compensation Comnstemposed of a majority of independent directarse
members of the Compensation Committee are listdeiPARTICULARS OF MATTERS TO BE ACTED UPON —
Election of Directors The responsibilities of the Corporate Goverreaand Compensation Committee in respect of
compensation matters include reviewing and recondingrto the Board the compensation policies andedimes for
supervisory management and personnel, corporafiteerbonuses and other incentives, reviewingaputoving
corporate goals and objectives relevant to Chiedchive Officer compensation; non-CEO officer anikator
compensation; the review of executive compensalisciosure; succession plans for officers and éyrémployees;
and material changes and trends in human resopodieg, procedure, compensation and benefits. résgonsibilities

of the Corporate Governance and Compensation Cdeaniih respect of corporate governance mattersidecl
addressing all governance issues identified byrg@=iregulators and any additional issues as &hisg by virtue of
the operations and growth of the Corporation asgpemerging progressive issues of corporate gonema
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The Corporate Governance and Compensation Comrhiteanrestricted access to the Corporation’s pas@and
documents and is provided with the resources napgsacluding, as required, the engagement angeosation of
outside advisors, to carry out its responsibilities

See alsoEXECUTIVE COMPENSATION — Compensation Discussiahfaralysis for further information on the
process by which the Board determines the compiensiatr the Corporation’s directors and officers.

Other Board Committees

Other than the Audit and Corporate Governance amdp@nsation Committees, the Corporation has estedalia
Reserves Committee.

The Reserves Committee is responsible for varicatsems relating to reserves of the Corporationrtiet be delegated
to the Reserves Committee pursuant to Nationatunsnt 51-101 —Standards of Disclosure for Oil and Gas
Activities(“NI 51-101"), including:

(a) reviewing the Corporation’s procedures relatinthedisclosure of information with respect to sitlagas
activities including reviewing its procedures faneplying with its disclosure requirements and fegtms
set forth under applicable securities requirements;

(b) reviewing the Corporation’s procedures for proviginformation to the independent evaluator;

(c) meeting, as considered necessary, with managemeiti@ independent evaluator to determine whether a
restrictions placed by management affect the ghilitthe evaluator to report without reservationtbe
Reserves Data (as defined in NI 51-101) (tReserves Datg and to review the Reserves Data and the
report of the independent evaluator thereon (ihgeport is provided);

(d) reviewing the appointment of the independent evaluand, in the case of any proposed change to such
independent evaluator, determining the reason filveeand whether there have been any disputes with
management;

(e) providing a recommendation to the Board as to wéretihapprove the content or filing of the statetwgn
the Reserves Data and other information that maprbecribed by applicable securities requirements
including any reports of the independent enginedraf management in connection therewith;

(f reviewing the Corporation’s procedures for repgrtither information associated with oil and gasipoing
activities; and

(g) generally reviewing all matters relating to the gamation and public disclosure of estimates of the
Corporation’s reserves.

The members of the Reserves Committee are listddrdRARTICULARS OF MATTERS TO BE ACTED UPON —
Election of Directors

Assessments

The Board has not implemented a formal procesadsessing its, or its members’, effectiveness atthahe Board
Mandate requires an annual self assessment ohtlie Board and its committees. As a result of@logporation’s

size, its stage of development and the limited remdj individuals on the Board, the Board consideiormal

assessment process (other than the above menseliedaluation) to be inappropriate at this tifibe Board plans
to continue evaluating its own effectiveness omanual basis.

The Board does not formally assess the performancentribution of individual members or committeembers.
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PARTICULARS OF MATTERS TO BE ACTED UPON

To the knowledge of the Board of the Corporatibe,dnly matters to be brought before the Meetieglawse matters
set forth in the accompanying Notice of Meeting.

1. Report and Financial Statements

The Board of the Corporation has approved all efiifiormation in the audited financial statemeffittie Corporation
for the year ended June 30, 2011 and the repdiiecduditor thereon.

2. Fix Number of Directors to be Elected at the Meetig

Shareholders of the Corporation will be asked tws@ter and, if thought appropriate, to approveadapt an ordinary
resolution fixing the number of directors to bectdel at the Meeting. In order to be effectivepedinary resolution
requires the approval of a majority of the votest tg shareholders who vote in respect of the utisol.

At the Meeting, it will be proposed that five (S)ettors be elected to hold office until the naxtaal general meeting
or until their successors are elected or appoiritedess otherwise directed, it is the intention ofte Management
Designees, if named as proxy, to vote in favour tdie ordinary resolution fixing the number of directors to be
elected at the Meeting at five (5).

3. Election of Directors

The Corporation currently has five (5) directorayigl Antony, David Bryson, Raymond Antony, Mich8elwie and

Scott Price and all of these directors, excepttSite, are being nominated for re-election. ddition, David M.

Fuchs is nominated for election to the Board atMeeting. The following table sets forth the nanfi@ach of the
persons proposed to be nominated for electiordé®etor, all positions and offices in the Corparatpresently held
by such nominee, the nominee’s municipality ofdesice, principal occupation at the present anehdtine preceding
five (5) years, the period during which the nomites served as a director, and the number and miegee of

Common Shares that the nominee has advised arédi@iheowned by the nominee, directly or indirgtor over

which control or direction is exercised, as of Bffective Date.

Unless otherwise directed, it is the intention ofrte Management Designees, if named as proxy, to vdte the
election of the persons named in the following tablto the Board. Management does not contemplate that any of
such nominees will be unable to serve as directmaever, if for any reason any of the proposediness do not
stand for election or are unable to serve as guaxjes held by Management Designees will be védednother
nominee in their discretion unless the sharehdidsrspecified in his form of proxy that his ComnSirares are to be
withheld from voting in the election of directorEach director elected will hold office until thext annual general
meeting of shareholders or until his successaulig@lected, unless his office is earlier vacateddcordance with the
by-laws of the Corporation or the provisions of Biuesiness Corporations AfAlberta) to which the Corporation is
subject.
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Name, Municipality
of Residence, Office and Date

Present Occupation and Positions Held During the Lst

Number and Percentage of
Common Shares Held or
Controlled as at the Effective

Became a Director Five (5) Years Date®)
David Antony? Mr. Antony is a Chartered Accountant and is cutyetite 1,502,235
Chief Executive Officer and a director of the Cagimn. Mr. 0
Calgary, Alberta, Canada Antony has over 17 years experience in assistingeaies irj (2.5%)
Chief Executive Officer and structuring transactions, accessing capital, angarate
Director governance. Inthe last five years, Mr. Antonyib@sn Chief
Executive Officer of Southern Pacific Resource Cd¢ffom
February 23, 2009 2006 to May 2009) where he continues as Chairmahef
board of that company. Prior thereto, Mr. Antongswa
partner at an accounting firm. He is currently eectior of
Southern Pacific Resource Corp., North Sea Enengy;||
Paramax Resources Ltd. and Iron Tank Resources Corp
David Brysor? Mr. Bryson is currently the President of the Cogtimm. Mr. Nil®
. ) . . Bryson has over 17 years of experience in the bihfie an
gd?efleld, Connecticut, United oil and gas industries. After graduating fromltimited States
ates Naval Academy and serving as an officer in the &thBtates
President and Director Navy, Mr. Bryson worked on Wall Street for 14 yeassd
commodity trader and investment manager. In 200/,
December 7, 2011 Bryson founded Prospect Ridge Energy, a privatebi&eg
oil and gas producer. Under his leadership PrasRelge
grew from start up to over 1,200 BOE/day, with @pens in
Texas, Louisiana and Kentucky.
Raymond Anton§® Mr. Antony has been a Chartered Accountant for rtiae 30 634,000

Calgary, Alberta, Canada
Director
February 23, 2009

years. An independent business man since Septe2iis,
Mr. Antony was previously the President of Breakgdtahergy
Ltd., a private oil and gas exploration and prouaurg
company from January 2004 to September, 2006.

(less than 1%)

Michael Bowié?@® Mr. Bowie is a Principal of Summit Liability Solatis sinc 1,259,588
May 2007. Mr. Bowie was formerly the Vice-President

Calgary, Alberta, Canada Business Development of a Private Oil and Gas Compa (2.1%)

Director from April 2005 to December 2006.

April 23, 2009

David M. Fuch®® Mr. Fuchs, B.Sc., P.Eng., is President, CEO, dbitextor of Nil

Calgary, Alberta, Canada

Nominee

Arriva Energy Inc., a private junior oil & gas comation
which he founded in 2003. Mr. Fuchs was a Dire(2005-
2010) and Chairman (2009-2010) of Excelsior En
Limited, a TSX publicly-traded junior oilsands corption.
Mr. Fuchs is a Petroleum Engineering graduate ef|
University of Wyoming, a Petroleum Technology gratuof
SAIT, has 31 years of industry experience andregistereq

2rgy
th

Professional Engineer in Alberta.

Notes:

(1)
(2)
®3)
(4)

Anticipated member of the Audit Committee.

Anticipated member of the Corporate Governance@ompensation Committee.
Anticipated member of the Reserves Committee.

Common Shares beneficially owned, directly or iadily, or over which control or direction is exeeil, as at the Effective

Date, based on information furnished to the Corpameby the above individuals.

(5)
(6)

Assumes a total of 60,039,144 Common Shares issmugadutstanding as at the Effective Date.
Mr. Bryson has agreed to subscribe for 6,500,00@Gon Shares. Mr. Bryson’s subscription is sulijgdiSXV acceptance.
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Cease Trade Orders or Bankruptcies

Other than as set forth below, no proposed direatibhin 10 years before the date of this Managerr@nrmation
Circular, has been, a director or executive offafestny company that, while that person was adtirtgat capacity:

(@) was the subject of a cease trade or similar oodean order that denied the relevant company atoess
any exemption under securities legislation, foedqu of more than 30 consecutive days;

(b) was subject to an event that resulted, after thectdir or executive officer ceased to be a director
executive officer, in the company being the subjéet cease trade or similar order or an orderibaied
the relevant company access to any exemption gederrities legislation, for a period of more thén 3
consecutive days; or

(c) within a year of that person ceasing to act in suaghacity, became bankrupt, made a proposal umger a
legislation relating to bankruptcy or insolvency was subject to or instituted any proceedings,
arrangement or compromise with creditors or hagtaiver, receiver manager or trustee appointeditb h
its assets.

David Antony

David Antony was a director and officer of Earlyrdnc. Earlyrain Inc. was subject to a cease tder from the
Alberta Securities Commission and British ColumBecurities Commission for failure to file financghtements.
The cease trade order was issued on June 11, 30062 British Columbia Securities Commission andlane 21,
2002 by the Alberta Securities Commission. Eaitytac. was dissolved in 2005.

David Bryson

David Bryson is an indirect, minority owner of a d8mpany, New Stream Capital, LLCNSC”) through an
investment management company, Bryson Holdings,.LNSC was the general partner of a credit-bassgsiment
fund New Stream Secured Capital, LR¢w Streant). In April 2009, after the global financial ciss the investors
and management of New Stream made the decisioimtbdewn the company over a two to five year peridglan
of reorganization was agreed to in November 201d) as part of that plan, New Stream filed a prepged
bankruptcy petition in the Delaware Bankruptcy GanrMarch 2011. The company is expected to eméya
bankruptcy in the spring of 2012. Mr. Bryson hasdaily obligations or duties to New Stream.

Personal Bankruptcies
No proposed director has within 10 years beforeltite of this Management Information Circular, beedankrupt,
made a proposal under any legislation relating @okbuptcy or insolvency, or was subject to or ngtd any
proceedings, arrangement or compromise with cregdit had a receiver, receiver manager or trugtpeinted to
hold the assets of such person.
Penalties and Sanctions
No proposed director has been subject to:

€)) any penalties or sanctions imposed by a aalaiting to securities legislation or by a secesiti

regulatory authority or has entered into a settl@ragreement with a securities regulatory authprity

or

(b) any other penalties or sanctions imposeddnuat or regulatory body that would likely be catesied
important to a reasonable securityholder in degigvhether to vote for a proposed director,



-19 -

other than a settlement agreement entered intad&ecember 31, 2000 that would likely not be int@ot to a
reasonable securityholder in deciding whether te Yor a proposed director.

4., Appointment of Auditor

The shareholders of the Corporation will be askedbote for the re-appointment of Grant Thornton | Cihartered
Accountants, as auditor of the Corporatiddnless directed otherwise by a proxy holder, or strcauthority is
withheld, the Management Designees, if named as pty intend to vote the Common Shares represented lany
such proxy in favour of a resolution appointing Grant Thornton LLP, Chartered Accountants, as auditorof the
Corporation for the next ensuing year,to hold office until the close of the next annuahgral meeting of
shareholders or until the firm of Grant ThorntonA,LChartered Accountants, is removed from officeesigns as
provided by the Corporation’s by-laws, and the Mgeraent Designees also intend to vote the CommoreSha
represented by any such proxy in favour of a régoilauthorizing the Board to fix the compensatdithe auditor.
Grant Thornton LLP has been the auditor of the G@ton since December 9, 2010.

5. Approval of 2012 Stock Option Plan

The Corporation has a stock option plan (defingdiheas the Plan”) previously approved by the shareholders of the
Corporation on January 14, 2011. The Board apgrameamendment to the Plan with respect to theregwirements

of the Canada Revenue AgencyCRA”) whereby a public company is required to withhaldd remit to the
government benefits realized upon the exercisetaafksoptions in compliance with the new payroll reamce
requirements that came into force on January 11201

In 2010, the Minister of Finance announced new egg® stock option withholding obligations, whichchme
effective on January 1, 2011. Priorto 2011, imy# not most, situations, a public company cauldid withholding
amounts from employees on the exercise of stociompteither by relying on provisions of thcome Tax Act
(Canada) or certain administrative positions of@iRA. Effective January 1, 2011 however, a putdimpany must
withhold and remit amounts from the employment lienealized on the exercise of an employee stquioo.

The Plan now includes a provision that providesGoeporation with authority to take steps for trealdction and
withholding, or for the advance payment or reimbuarent by an option holder to the Corporation, gftares or other
required source deductions which the Corporatioredgiired by law or regulation of any governmertathority

whatsoever to remit in connection with the Planamy issuance of Common Shares.

In addition, the Board has approved an amendmehetBlan to with respect to the grant of optiand.S. employees.
A copy of the Plan, as amended, is attached hasefchedule “B”. The following is a descriptiontloé material
terms and conditions of the Plan.

The Plan complies with the policies of the TSXV dmel Toronto Stock ExchangelSX”). Under the Plan, the Board
of Directors may, from time to time, grant optidgagpurchase Common Shares to certain directoisgo$f employees
and consultants of the Corporation and of its sliages and affiliates. The maximum number of CamrBhares
issuable under the Plan and all other securitydasenpensation arrangements of the Corporatio®9s af the
Common Shares outstanding from time to time, salbgethe following additional limitations:

€)) the aggregate number of Common Shares restmvisguance to any one person under the Plarthexgeith
all other security based compensation arrangenoéthe Corporation, must not exceed five (5%) peroé
the then outstanding Common Shares (on a non-dihésis);

(b) in the aggregate, no more than 10% of the tssunel outstanding Common Shares (on a non-dilasis)
may be reserved at any time for insiders undePthg, together with all other security based corspgan
arrangements of the Corporation;

(c) the number of securities of the Corporationéssto insiders, within any one year period, uradiesecurity
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based compensation arrangements, cannot exceedflitb&issued and outstanding Common Shares;

(d) options shall not be granted if the exercigeabf would result in the issuance of more than(®96) percent
of the issued Common Shares of the Corporatiomjnl2 month period to any one (1) consultant of the
Corporation (or any of its subsidiaries); and

(e) options shall not be granted if the exercigedabf would result in the issuance of more than(@96) percent
of the issued Common Shares of the Corporatiomynl2 month period to persons employed to provide
investor relations activities. Options granteddasultants performing investor relations actigitiéll contain
vesting provisions such that vesting occurs ovégast 12 months with no more than one-quarteifith)e
options vesting in any three (3) month period.

The Plan includes a black out provision. Purstmttie policies of the Corporation respecting fetitms on trading,
there are a number of periods each year duringhwdiii@ctors, officers and certain employees arelpded from

trading in the Corporation’s securities. Thesdqukr are referred to as “black out periods”. Acklaut period is
designed to prevent a person from trading whilgassession of material information that is notayetilable to other
shareholders. The TSX recognizes these blackeayidgs might result in an unintended penalty toleyges who are
prohibited from exercising their options duringttpariod because of their company’s internal trggialicies. As a
result, the TSX provides a framework for extendiptjons that would otherwise expire during a blawkperiod. The
Plan includes a provision that should an optioriraxijon date fall within a black out period or imdigtely following a

black out period, the expiration date will autoroaliy be extended for 10 business days followirgethd of the black
out period.

Based on the policies of the TSX, the Plan spexifie types of amendments to the Plan and thenspgmanted
thereunder that can be made by the Board withauafiproval of the shareholders. The Plan allowSBthard to
terminate or discontinue the Plan at any time witlibe consent of the option holders provided shiah termination
or discontinuance shall not alter or impair anyi@ppreviously granted under the Plan. The onlyrasngents to the
Plan that would be subject to shareholder apprarabmendments that would:

(@) reduce the exercise price of an option heldrinsider of the Corporation;

(b) extend the expiry date of an option held bynaider of the Corporation (subject to such datadextended
by virtue of the black out provision noted above);

(c) amend the limitations on the maximum numbe€oimmon Shares reserved or issued to insiders;
(d) increase the maximum number of Common Shaseslide pursuant to the Plan; or
(e) amend the amendment provisions of the Plan.

Policy 4.4 of the TSXV requires that rolling stamtion plans must receive shareholder approvalyesdran issuer’'s
annual general meeting. In accordance with Palidy shareholders will be asked to consider ardaéight fit,
approve an ordinary resolution approving, adopéing ratifying the Plan as the Corporation’s stogam plan.

The text of the ordinary resolution to be consideaethe Meeting will be substantially as follows:
“BE IT HEREBY RESOLVED as an ordinary resolution of the Corporation that:
1. the stock option plan of the Corporation in substatially the form attached as Schedule “B”
to the Management Information Circular of the Corporation dated February 6, 2012 (the

“Plan”) be and is hereby ratified, approved and adpted as the stock option plan of the
Corporation;
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2. the form of the Plan may be amended in order to seffy the requirements or requests of any
regulatory authorities without requiring further ap proval of the shareholders of the
Corporation;

3. allissued and outstanding stock options previouslyranted are hereby continued under and
governed by the Plan;

4. the shareholders of the Corporation hereby expresglauthorize the Board of Directors to
revoke this resolution before it is acted upon withut requiring further approval of the
shareholders in that regard; and

5. any one (or more) director or officer of the Corpomation is authorized and directed, on
behalf of the Corporation, to take all necessary sps and proceedings and to execute,
deliver and file any and all declarations, agreemds, documents and other instruments and
do all such other acts and things (whether under e¢porate seal of the Corporation or
otherwise) that may be necessary or desirable tovg effect to this ordinary resolution.”

Unless otherwise directed, it is the intention ofite Management Designees to vote proxies in favouf the
resolution approving the Plan. In order to be effective, an ordinary resolutiequires approval of a majority of the
votes cast by shareholders who vote in respetietoesolution.

6. Approval of the Consolidation of Share Capital

Management of the Corporation believes that i ithe best interests of the Corporation to conatdithe Common
Shares of the Corporation. As a result, the slrddelns of the Corporation will be asked to consided, if thought
advisable, to approve the consolidation of the Comi®hares on the basis of one (1) new Common $tvang to
every three (3) Common Shares issued and outs@imdinediately prior to the consolidation (thédnsolidation”).
The exact ratio of the Consolidation, up to th@eZommon Shares, will be determined by the BoAitbutstanding
options and any other securities granting rightadguire Common Shares will be affected by the Glichetion in
accordance with the adjustment provisions contaiiméide instruments giving rise to the issuancsuwh securities.
Management will also be asking shareholders toaygthe Corporation not proceeding with the Comwlsdion in the
event that the special resolution is passed bgtitaesholders at the Meeting and the Board substyguencludes that
it would not be in the best interests of the Coagion to proceed with the Consolidation. The Cdidation is subject
to the approval of the TSXV.

The shareholders of the Corporation will be askarbnhsider, and if thought advisable, to approsfeezial resolution
to amend the Articles of the Corporation with regge the Consolidation.

The text of the special resolution to be considextettie Meeting will be substantially as follows:
“BE IT HEREBY RESOLVED as a special resolution of he Corporation that:

1. the Corporation’s Common Shares be consolidated atthe basis of one (1) new Common
Share for up to every three (3) Common Shares issd@nd outstanding immediately prior
to the consolidation (the “Consolidation”), with the exact ratio to be determined by the
Board of Directors;

2. shareholders shall not receive fractional shares as result of the Consolidation and the
number of Common Shares held by each shareholder #te time of the Consolidation shall
be rounded to the nearest whole number of Common &hes;

3. the Articles of the Corporation be amended with regect to the Consolidation;
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4. the Board of Directors may, at its sole discretionjecide to not act on this special resolution
without further approval or authorization from the shareholders of the Corporation; and

5. any one (or more) director or officer of the Corpomation is authorized and directed, on
behalf of the Corporation, to take all necessary sps and proceedings and to execute,
deliver and file any and all declarations, agreemds, documents and other instruments and
do all such other acts and things (whether under e¢porate seal of the Corporation or
otherwise) that may be necessary or desirable tovg effect to this special resolution.”

The Board believes that the Consolidation is in hlest interests of the Corporation and therefor@nimously
recommends that Shareholders vote in favour ofpleeial resolutiorlUnless otherwise directed, it is the intention
of the Management Designees to vote proxies in fauoof the special resolution approving the Consolidtion. In
order to be effective, the special resolution spect of the approval of the Consolidation requaygsroval of not less
than two thirds (2/3) of the votes cast by Shaméis who vote in respect of such special resolution

OTHER BUSINESS

While there is no other business other than thsiniegs mentioned in the Notice of Meeting to be@néed for action
by the shareholders at the Meetiiigs intended that the proxies hereby solicited Wibe exercised upon any other
matters and proposals that may properly come beforthe Meeting or any adjournment or adjournments theeof,
in accordance with the discretion of the persons dlorized to act thereunder.

GENERAL

Unless otherwise directed, it is management’s intéion to vote proxies in favour of the resolutions &t forth
herein. All ordinary resolutions require, for the passirigie same, a simple majority of the votes casteaMeeting
by the holders of Common Shares. All special wggmis, if any, to be brought before the Meetinguiee, for the
passing of the same, a%6% majority of the votes cast at the Meeting bytibklers of Common Shares. All approvals
by disinterested shareholders, if any, requirafifgoval of the shareholders not affected by, terésted in, the matter
to be approved.

ADDITIONAL INFORMATION

Additional information relating to the Corporati@available on SEDAR at www.sedar.com. Finariofarmation of
the Corporation’s most recently completed finangiedr is provided in the Corporation’s comparafivancial
statements and management discussion and analggade on SEDAR. A shareholder may contact thgGration
at Suite 500, 635 "BAvenue S.W., Calgary, Alberta T2P 3M3, Attn: CHiéfiancial Officer to obtain a copy of the
Corporation’s most recent financial statementsraadagement discussion and analysis.

BOARD APPROVAL

The contents and the sending of this Managemeaitrirdtion Circular have been approved by the Board.

DATED this 6" day of February, 2012.



SCHEDULE “A”

AUDIT COMMITTEE TERMS OF REFERENCE

Mandate

The primary function of the audit committee (tl@&ommittee”) is to assist the board of directors of the
Corporation (the Board of Directors”) in fulfilling its financial oversight responsilities by reviewing

the financial reports and other financial inforroatprovided by the Corporation to regulatory aitres

and shareholders, the Corporation’s systems afiateontrols regarding finance and accounting thad
Corporation’s auditing, accounting and financigdaging processes. Consistent with this functtba,
Committee will encourage continuous improvemenaaof] should foster adherence to, the Corporation’s
policies, procedures and practices at all levélse Committee’s primary duties and responsibilities

to:

* Serve as an independent and objective party totorothie Corporation’s financial reporting and
internal control system and review the Corporasdiriancial statements.

* Review and appraise the performance of the Corporatexternal auditors.

* Provide an open avenue of communication among trpdCation’s auditors, financial and senior
management and the Board of Directors.

Composition

The Committee shall be comprised of three dire@sdetermined by the Board of Directors, the nitgjor
of whom shall be independent directors, pursuatttégolicies of the TSX Venture Exchange.

At least one member of the Committee shall havewautiing or related financial management expertise.
All members of the Committee that are not finarigibilerate will work towards becoming financially
literate to obtain a working familiarity with badioance and accounting practices. For the purpose
this Terms of Reference, the definition of “finaalby literate” is the ability to read and understarset of
financial statements that present a breadth ard ¢ézomplexity of accounting issues that are galhe
comparable to the breadth and complexity of theeisghat can presumably be expected to be raised by
the Corporation’s financial statements.

The members of the Committee shall be electeddBtard of Directors at its first meeting followitinge
annual shareholders’ meeting. Unless a Chaieided by the full Board of Directors, the membéthe
Committee may designate a Chair by a majority whtidne full Committee membership.

Meetings

The Committee shall meet a least twice annualynore frequently as circumstances dictate. asqf
its job to foster open communication, the Commitiemeet at least annually with management aed th
external auditors in separate sessions.

The minutes of the Committee meetings shall acelyratcord the decisions reached and shall be
distributed to the Committee members with copigbéoBoard of Directors, the Chief Financial Office
or such other officer acting in the capacity anal ¢lternal auditor.



Responsibilities and Duties

To fulfill its responsibilities and duties, the Conittee shall:

Documents/Reports Review

1.

2.

Review and update this Terms of Reference annually.

Review the Corporation’s financial statements, MD&#d any annual and interim earnings press
releases before the Corporation publicly discldbés information and any reports or other
financial information (including quarterly finantiatatements), which are submitted to any
governmental body, or to the public, including amgytification, report, opinion, or review
rendered by the external auditors.

Review and asses the Corporation’s procedurelémetview of its public disclosure of financial
information extracted or derived from the Corparat financial statements, other than the
public disclosure referred to in paragraph 2 alana:periodically assess the adequacy of those
procedures.

External Auditors

4.

5.

10.

11.

12.

13.

Require the external auditors to report directlyhte Committee.

Review annually the performance of the externaitatslwho shall be ultimately accountable to
the Board of Directors and the Committee as reptasiges of the shareholders of the
Corporation.

Obtain annually, a formal written statement of ex# auditors setting forth all relationships
between the external auditors and the Corporatigincanfirming their independence from the
Corporation.

Review and discuss with the external auditors asglased relationships or services that may
impact the objectivity and independence of the rerteauditors.

Take, or recommend that the full Board of Directtaise, appropriate action to oversee the
independence of the external auditors.

Recommend to the Board of Directors the selectimh where applicable, the replacement of the
external auditors nominated annually for sharetrofggroval and the compensation of the
external auditors.

Review with management and the external auditoes tdtms of the external auditors’
engagement letter.

At each meeting, consult with the external audjtaithout the presence of management, about
the quality of the Corporation’s accounting prinegp internal controls and the completeness and
accuracy of the Corporation’s financial statements.

Review and approve the Corporation’s hiring poBaiegarding partners, employees and former
partners and employees of the present and fornterre auditors of the Corporation.

Review with management and the external auditasatidit plan for the year-end financial
statements and intended template for such statesment
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Review and pre-approve all audit and audit-relataglices and the fees and other compensation
related thereto, and any non-audit services, pea/iy the Corporation’s external auditors. The
pre-approval requirement is waived with respecdh&provision of non-audit services if:

0] the aggregate amount of all such non-audit serviwesided to the Corporation
constitutes not more than five percent of the tatabunt of revenues paid by the
Corporation to its external auditors during thedisyear in which the non-audit services
are provided;

(i) such services were not recognized by the Corporatidthe time of the engagement to
be non-audit services; and

(iii) such services are promptly brought to the atterdfahe Committee by the Corporation
and approved prior to the completion of the augitie Committee or by one or more
members of the Committee who are members of Bdabirectors to whom authority
to grant such approvals has been delegated bydhernitee.

Provided the pre-approval of the non-audit servicepresented to the Committee’s first
scheduled meeting following such approval suchaitihmay be delegated by the Committee to
one or more independent members of the Committee.

Financial Reporting Processes

15.

16.

17.

18.

19.

20.

21.

22.

23.

In consultation with the external auditors, revievith management the integrity of the
Corporation’s financial reporting process, botteinal and external.

Consider the external auditors’ judgments about dbelity and appropriateness of the
Corporation’s accounting principles as applieddrfinancial reporting.

Consider and approve, if appropriate, changes @éoCrporation’s auditing and accounting
principles and practices as suggested by the eltatditors and management.

Review significant judgments made by managemetheipreparation of the financial statements
and the view of the external auditors as to appatgmess of such judgments.

Following completion of the annual audit, revievagately with management and the external
auditors any significant difficulties encounteraatidg the course of the audit, including any
restrictions on the scope of work or access toiredunformation.

Review any significant disagreement among managearahthe external auditors regarding
financial reporting.

Review with the external auditors and management dRktent to which changes and
improvements in financial or accounting practicasehbeen implemented.

Review certification process.
Establish procedures for:

0] the receipt, retention and treatment of complaiteived by the Corporation regarding
accounting, internal accounting controls, or aaditnatters; and
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(i) the confidential, anonymous submission by emplogédise Corporation of concerns
regarding questionable accounting or auditing msitte

Other
23. Review any related-party transactions.
Authority

The Committee may:

(@) engage independent outside counsel and other agésd determines necessary to carry out its
duties;

(b) set and pay the compensation for any advisors greglby the Committee; and

(c) communicate directly with the internal and exteradiitors.

The Committee shall have unrestricted access tGtiporation’s personnel and documents and will be
provided with the resources necessary to carrjteuesponsibilities.



SCHEDULE “B”

2012 STOCK OPTION PLAN

1. Purpose

The purpose of the Stock Option Plan (thdah”) of Blackhawk Resource Corp, a corporation
incorporated under tHeusiness Corporations AfAlberta) (the Corporation”) is to advance the interests of the
Corporation by encouraging the directors, officensiployees and consultants of the Corporation, cdrith
subsidiaries and affiliates, if any, to acquire coon shares in the share capital of the Corporéti@iShares),
thereby increasing their proprietary interest ia @orporation, encouraging them to remain assatiaith the
Corporation and furnishing them with additionaléntve in their efforts on behalf of the Corporatio the
conduct of its affairs.

2. Administration

The Plan shall be administered by the Board oé®ars of the Corporation or by a special commitfee
the directors appointed from time to time by theaRbof Directors of the Corporation pursuant teesubf
procedure fixed by the Board of Directors (such pottee or, if no such committee is appointed, tloaiB of
Directors of the Corporation, is hereinafter reddrto as theBoard”). A majority of the Board shall constitute a
guorum, and the acts of a majority of the directmessent at any meeting at which a quorum is piesects
unanimously approved in writing, shall be the adtthe directors.

Subiject to the provisions of the Plan, the Boaalldhiave authority to construe and interpret tlae Bnd
all option agreements entered into thereunderefme the terms used in the Plan and in all opsigreements
entered into thereunder, to prescribe, amend auihekrules and regulations relating to the Plahtanmake all
other determinations necessary or advisable foratthministration of the Plan. All determinationsdan
interpretations made by the Board shall be bindimgdjconclusive on all participants in the Plan amtheir legal
personal representatives and beneficiaries.

Each option granted hereunder may be evidencexhkagreement in writing, signed on behalf of the
Corporation and by the optionee, in such form adBihard shall approve. Each such agreement gleétk that it
is subject to the provisions of this Plan.

Each option granted by the Corporation prior todhte of the approval of the Plan by the sharen®lof
the Corporation, including options granted undewjmusly approved stock option plans of the Corfimnabe and
are continued under and shall be subject to thestef the Plan after the Plan has been approvethdy
shareholders of the Corporation.

3. Stock Exchange Rules

All options granted pursuant to this Plan shalsbbject to rules and policies of any stock exclkang
exchanges on which the Shares of the Corporatmthan listed and any other regulatory body haungdiction
hereinafter (hereinafter collectively referred & the ‘Exchang€).

4. Shares Subject to Plan

Subject to adjustment as provided in Section I@dfethe Shares to be offered under the Plan shall
consist of Shares of the Corporation's authorizédubissued Shares. The aggregate number of Skaveble
upon the exercise of all options granted undePthaa shall not exceed 10% of the issued and oulistgushares
of the Corporation from time to time. If any optigranted hereunder shall expire or terminaterigrraason in
accordance with the terms of the Plan without beiegcised, the unpurchased Shares subject tredraliagain
be available for the purpose of this Plan.



5. Maintenance of Sufficient Capital

The Corporation shall at all times during the tefrthe Plan reserve and keep available such nusber
Shares as will be sufficient to satisfy the requieats of the Plan.

6. Eligibility and Participation

Directors, officers, consultants, and employedb®fCorporation or its subsidiaries, and emplogées
person or company which provides management sarticthe Corporation or its subsidiarieMénagement
Company Employee¥) shall be eligible for selection to participate the Plan (such persons hereinafter
collectively referred to asParticipants”). Subject to compliance with applicable requissts of the Exchange,
Participants may elect to hold options grantedhéart in an incorporated entity wholly owned by themd such
entity shall be bound by the Plan in the same nmaasié@ the options were held by the Participant.

Subiject to the terms hereof, the Board shall detex to whom options shall be granted, the ternas an
provisions of the respective option agreementdjiine or times at which such options shall be grdaind vested,
and the number of Shares to be subject to eacbropii the case of employees or consultants oCtrporation
or Management Company Employees, the option agmetsriewhich they are party must contain a repitetien
of the Corporation that such employee, consultaManagement Company Employee, as the case magy &e,
bona fide employee, consultant or Management Coynpamployee of the Corporation or its subsidiaries.

A Participant who has been granted an option rifastich Participant is otherwise eligible, and if
permitted under the policies of the Exchange, laatgd an additional option or options if the Boahall so
determine.

7. Withholding Taxes

The Corporation shall have the authority to tateps for the deduction and withholding, or for the
advance payment or reimbursement by the Particijpatfie Corporation, of any taxes or other requgedrce
deductions which the Corporation is required by tawegulation of any governmental authority whatser to
remit in connection with this Plan, or any issuaot8hares. Without limiting the generality of fleeegoing, the
Corporation may, in its sole discretion:

(a) deduct and withhold additional amounts from othmapants payable to a Participant;

(b) require, as a condition of the issuance of SharadParticipant that the Participant make a cagimpat
to the Corporation equal to the amount, in the Grafion’s opinion, required to be withheld and ribeci
by the Corporation for the account of the Partioipa the appropriate governmental authority ared th
Corporation, in its discretion, may withhold thetiance or delivery of Shares until the Participaakes
such payment; or

(c) sell, on behalf of the Participant, all or any pmrtof Shares otherwise deliverable to the Paudicipuntil
the net proceeds of sale equal or exceed the amdnictt, in the Corporation’s opinion, would satisfyy
and all withholding taxes and other source dedustior the account of the Participant.

8. Exercise Price
(@) The exercise price of the Shares subject to eption shall be determined by the Board, subject
to applicable Exchange approval, at the time artjoogds granted. In no event shall such

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

(b) Once the exercise price has been determingdebBoard, accepted by the Exchange and the
option has been granted, the exercise price optinromay be reduced upon receipt of Board
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approval, provided that in the case of options hglthsiders of the Corporation (as defined in
the policies of the Exchange), the exercise pri@mmption may be reduced only if disinterested
shareholder approval is obtained.

Number of Optioned Shares

(@)

(b)

The aggregate number of Shares that may bedgaursuant to the exercise of Options awarded
under the Plan and all other security based conggiensarrangements of the Corporation is 10%
of the issued and outstanding Shares from timénmie, tsubject to the following additional
limitations:

(i)

(ii)

(iii)

(iv)

v)

the aggregate number of Shares reserveddoaigce to any one person under the Plan,
together with all other security based compensadimangements of the Corporation,
must not exceed 5% of the then outstanding Sharea (on-diluted basis);

in the aggregate, no more than 10% of the@ssand outstanding Shares (on a non-
diluted basis) may be reserved at any time foders as defined in subsection 1(i) of
theSecurities AcfAlberta) and includes an associate, as definedlisection 1(a.1) of
theSecurities AcfAlberta) (“Insider(s)”) under the Plan, together with all other security
based compensation arrangements of the Corporation;

the number of securities of the Corporatissued to Insiders, within any one year
period, under all security based compensation geraents, cannot exceed 10% of the
issued and outstanding Shares;

Options shall not be granted if the exerdigreof would result in the issuance of more
than 2% of the issued Shares of the Corporatiamyntwelve-month period to any one
consultant of the Corporation (or any of its sulzsids); and

Options shall not be granted if the exerdsé¢of would result in the issuance of more
than 2% of the issued Shares of the Corporati@amyntwelve month period to persons
employed to provide investor relations activitie®ptions granted to Consultants

performing investor relations activities will coimtaresting provisions such that vesting
occurs over at least 12 months with no more thari #te options vesting in any three

month period.

The number of Shares subject to an option grhtat any one Participant shall be determined by
the Board, but no one Participant shall be graatedption which exceeds the maximum number
permitted by the Exchange.

Duration of Option

Each option and all rights thereunder shall beresged to expire on the date set out in the option
agreement and shall be subject to earlier terntinadis provided in Sections 12 and 13, provided itha&io
circumstances shall the duration of an option edtdbe maximum term permitted by the Exchange. greater
certainty, if the Corporation is listed on the TSEnture Exchange Inc., the maximum term may noeedcl0

Should the expiry date of an Option fall withiBlack Out Period or within nine business days feiiwg

the expiration of a Black Out Period, such expiyedof the Option shall be automatically extendé@tiout any
further act or formality to that date which is tt@" business day after the end of the Black Out Pesioch 18
business day to be considered the expiry dataufdr ©ption for all purposes under the Plan. Thieukiness day
period referred to in this paragraph may not berekd by the Board.
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“Black Out Period” means the period during whih televant Participant is prohibited from exeraisi
an Option due to trading restrictions imposed l® @orporation pursuant to any policy of the Coriora
respecting restrictions on trading that is in effgcthat time.

11. Option Period, Consideration and Payment

(@) The option period shall be a period of timefhy the Board not to exceed the maximum term
permitted by the Exchange, provided that the optierod shall be reduced with respect to any
option as provided in Sections 12 and 13 coverggpation as a director, officer, consultant,
employee or Management Company Employee of thedZatipn or its subsidiaries, or death of
the Participant.

(b) Subject to any vesting restrictions imposethgExchange, the Board may, in its sole discretion
determine the time during which options shall et the method of vesting, or that no vesting
restriction shall exist.

(c) Subject to any vesting restrictions imposeth®Board, options may be exercised in whole or in
part at any time and from time to time during tipti@n period. To the extent required by the
Exchange, no options may be exercised under this til this Plan has been approved by a
resolution duly passed by the shareholders of tirp&@ation.

(d) Except as set forth in Sections 12 and 13 ptimo may be exercised unless the Participant is at
the time of such exercise a director, officer, edtasnt, or employee of the Corporation or any of
its subsidiaries, or a Management Company Emplafeéhe Corporation or any of its
subsidiaries.

(e) Subject to Section 7, the exercise of any optidll be contingent upon receipt by the
Corporation at its head office of a written notafeexercise, specifying the number of Shares
with respect to which the option is being exercisstompanied by cash payment, certified
cheque or bank draft for the full purchase priceut Shares with respect to which the option is
exercised. No Participant or his legal represemstlegatees or distributees will be, or will be
deemed to be, a holder of any Shares of the Cdiporanless and until the certificates for
Shares issuable pursuant to options under theaPéaissued to him or them under the terms of
the Plan.

12. Ceasing To Be a Director, Officer, ConsultantroEmployee

If a Participant shall cease to be a directoriceff consultant, employee of the Corporation,ter i
subsidiaries, or ceases to be a Management Coniaplpyee, for any reason (other than death), sadicipant
may exercise his option to the extent that theilaaint was entitled to exercise it at the datewth cessation,
provided that such exercise must occur within 9@sdafter the Participant ceases to be a direcféiceo,
consultant, employee or a Management Company Ereplaynless such Participant was engaged in investor
relations activities, in which case such exercisstoccur within 30 days after the cessation oRagicipant's
services to the Corporation.

Nothing contained in the Plan, nor in any optioanged pursuant to the Plan, shall as such copfan u
any Participant any right with respect to contimeaas a director, officer, consultant, employe®anagement
Company Employee of the Corporation or of any @&iibsidiaries or affiliates.

13. Death of Participant

Notwithstanding Section 12, in the event of thattef a Participant, the option previously grariteloim
shall be exercisable only within the one (1) ydtarasuch death and then only:
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(@) by the person or persons to whom the Partitgpaights under the option shall pass by the
Participant's will or the laws of descent and disition; and

(b) if and to the extent that such Participant wastled to exercise the Option at the date of his
death.

14, Rights of Optionee

No person entitled to exercise any option grantetker the Plan shall have any of the rights orilpges
of a shareholder of the Corporation in respechgf$hares issuable upon exercise of such optidircertificates
representing such Shares shall have been issuedketinered.

15. Proceeds from Sale of Shares

The proceeds from the sale of Shares issued Ugoexercise of options shall be added to the genera
funds of the Corporation and shall thereafter ldsom time to time for such corporate purposeba8oard
may determine.

16. Adjustments

If the outstanding Shares of the Corporation acegased, decreased, changed into or exchanged for
different number or kind of shares or securitieshef Corporation or another Corporation or entitptgh re-
organization, merger, re-capitalization, re-clasatfon, stock dividend, subdivision or consolidati or any
adjustment relating to the Shares optioned or sumeexercise of options, or the exercise pricespare as set
forth in the respective stock option agreementsll sle adjusted in accordance to the terms of agchements.

Adjustments under this Section shall be made &Bibard whose determination as to what adjustments
shall be made, and the extent thereof, shall &, fiinding and conclusive. No fractional Sharalidie required
to be issued under the Plan on any such adjustment.

17. Transferability

All benefits, rights and options accruing to amytfeipant in accordance with the terms and coowlitiof
the Plan shall not be transferable or assignabiésaspecifically provided herein or the exterdnij, permitted by
the Exchange. During the lifetime of a Participany benefits, rights and options may only be égettby the
Participant.

18. Amendment and Termination of Plan

The Board may terminate or discontinue the Plaangttime without the consent of the Participants
provided that such termination or discontinuanaal stot alter or impair any Option previously gradiunder the
Plan.

The Board may by resolution amend this Plan and@ptions granted under it without shareholder
approval, however, the Board will not be entitledthe absence of shareholder and Exchange apptoval

() reduce the exercise price of an Option heldrbinsider of the Corporation;

(b) extend the expiry date of an Option held byresider of the Corporation (subject to such date
being extended by virtue of Section 10 above)

(c) amend the limitations on the maximum numbe8lodfires reserved or issued to Insiders under
Sections 9(a)(ii) and 9(a)(iii) hereof;



(d)
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-6 -

increase the maximum number of Shares issyalikiant to this Plan; or

amend the amendment provisions of this Plarutids Section 18.

Where shareholder approval is sought for amendnuetsr subsections (a), (b) and (c) above, thes\aitached
to Shares held directly or indirectly by Insideenbfiting from the amendments will be excluded.

19. Incentive Stock Options for U.S. Employees

(@)

(b)

()

(d)

All employees of the Corporation or its subaiitis who are subject to taxation under the U.S.
Internal Revenue Code of 1986, as amended @wel€’), are eligible to be granted options
which are intended to be “incentive stock optioas’defined in Section 422 of the Codéd.8.
Incentive Options’). U.S. Incentive Options shall comply with theguirements of Section 422
of the Code. Subject to adjustments in accordavitie the provisions of Section 16 and
notwithstanding that the aggregate number of Shasesble upon the exercise of all options
granted under the Plan shall not exceed 10% ofighged and outstanding Shares of the
Corporation from time to time pursuant to Sectipthé aggregate number of Shares that may be
subject to U.S. Incentive Options under the Plaall stot exceed 6,003,914 Shares. No U.S.
Incentive Option shall be granted after the exjmrabf 10 years from the earlier of the date of
the adoption of the Plan by the Board or the apgro¥ the Plan by the shareholders of the
Corporation. No amendment to the class of emgeyadigible to be granted U.S. Incentive
Options or to the aggregate number of Shares taptm subject to U.S. Incentive Options under
the Plan shall be made unless shareholder apprbsath amendment is obtained within one (1)
year before or after the date of such amendment.

In the case of an U.S. Incentive Option gramded Participant who owns, directly or by reason
of the applicable attribution rules, 10% or lesshaf total combined voting power of all classes
of stock of the Corporation, the exercise price gware of the Shares covered by each U.S.
Incentive Option shall be not less than the FairkdaValue (as defined below) of the Shares on
the date of the grant of the U.S. Incentive Optitmall other cases of U.S. Incentive Options,
the exercise price shall be not less than 110%eoF&ir Market Value of the Shares on the date
of grant. For purposes of this Section 1Bait Market Value ” shall mean if the Shares are
listed on any securities exchange, the closinggalee, if any, on the largest such exchange on
the grant date, or, if none, on the most recemtetrdate immediately prior to the grant date
provided such trade date is no more than 30 dagstprthe grant date. If the Fair Market Value
cannot be determined under the preceding sentérst®ll be determined in good faith by the
Board.

The Fair Market Value of the Shares (determiafetthe time the option is granted) as to which
U.S. Incentive Options are exercisable for the tiree by any Participant during any single
calendar year (under the Plan and under any athentive stock option plan of the Corporation
or its affiliates) shall not exceed U.S. $100,000.the extent that the Fair Market Value of such
Shares exceeds U.S. $100,000, the Shares subjgtidos in excess of U.S. $100,000 shall,
without further action by the Board, automaticdl/ converted to nonstatutory options.

Each U.S. Incentive Option shall terminate matre than 10 years from the date of the grant
thereof, or at such earlier time as the option egent may provide, and shall be subject to
earlier termination as herein provided, except thtie exercise price is required under this
Section 19 to be at least 110% of Fair Market Vakarh such U.S. Incentive Option shall
terminate not more than five (5) years from theeddtthe grant thereof, and shall be subject to
earlier termination as herein provided. Notwithsliag anything in Section 12 of the Plan to the
contrary, if a Participant who has been awardedJ&h Incentive Option ceases to be an
employee of the Corporation or its subsidiariesafoy reason (other than death), such Participant
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may exercise his option to the extent that thei¢lpaint was entitled to exercise it at the date of
such cessation, provided that such exercise muast @dthin three months after the Participant
ceases to be an employee.

(e) Notwithstanding anything herein to the contragyl interpretations, rules, regulations,
determinations, terms, and conditions made anctpbesl under Section 2 of the Plan shall be
made and prescribed in the context of preserviadéh status of the U.S. Incentive Options as
“incentive stock options” within the meaning of 8en 422 of the Code. Notwithstanding
Section 8(b) of the Plan, the exercise price of. lh&ntive Options may not be reduced under
Section 8(b) after the grant date.

20. Necessary Approvals

The ability of a Participant to exercise optionsl ¢he obligation of the Corporation to issue aaliver
Shares in accordance with the Plan is subjectyapprovals which may be required from shareholdétke
Corporation and any regulatory authority or stoekhange having jurisdiction over the securitiesttod
Corporation. If any Shares cannot be issued to Rayicipant for whatever reason, the obligationthedf
Corporation to issue such Shares shall terminadeaay option exercise price paid to the Corporatidhbe
returned to the Participant.

21. Effective Date of Plan

The Plan has been adopted by the Board of theo€atipn subject to the approval of the Exchangeiénd
so approved, subject to the discretion of the Botwel Plan shall become effective upon such appsdeing
obtained.

22. Interpretation

The Plan will be governed by and construed in etarace with the laws of the Province of Alberta.



