
 

 

NIKO RESOURCES LTD. 

Calgary, Alberta, Canada 

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 

September 10, 2009 

TO THE HOLDERS OF COMMON SHARES OF NIKO RESOURCES LTD.: 

Notice is hereby given that an annual meeting (the "Meeting") of holders of common shares (the "Shareholders") of Niko 

Resources Ltd. (the "Corporation") will be held at the Petroleum Club, 319 – 5
th

 Avenue S.W., Calgary, Alberta, on September 

10, 2009 at 3:00 p.m. (Calgary time) for the following purposes:  

1. to receive and consider the consolidated financial statements of the Corporation for the fiscal year ended 

March 31, 2009 and the report of the auditors thereon;  

2. to fix the number of directors to be elected at the Meeting at six; 

3. to elect directors of the Corporation for the ensuing year; 

4. to appoint auditors for the ensuing year at a remuneration to be determined by the board of directors; and 

5. to transact such other business as may properly come before the Meeting or any adjournment(s) thereof.  

Particulars of the matters referred to above are set forth in the management information circular and proxy statement 

accompanying this Notice.  

Only Shareholders of record at the close of business on July 28, 2009 will be entitled to receive notice of, and to vote at, the 

Meeting, except that a transferee of common shares after such record date may, not later than 10 days before the Meeting, 

establish a right to vote by providing evidence of ownership of common shares and make a request to Computershare Trust 

Company of Canada that his or her name be placed on the shareholder list for the meeting.  

A Shareholder may attend the Meeting and vote in person or may appoint another person (who need not be a Shareholder) 

as his or her proxy to attend and vote in his or her place.  A form of proxy for use at the Meeting or any adjournment thereof 

is enclosed with this Notice.  Shareholders who are unable to attend the Meeting in person are requested to date, sign and 

return the enclosed instrument of proxy to the Corporation's transfer agent, Computershare Trust Company of Canada, at 

100 University Avenue, 9th Floor, Toronto, Ontario, M5J 2Y1, Attention: Proxy Department.  A proxy will not be valid unless it 

is received by Computershare Trust Company of Canada no later than 48 hours (excluding Saturdays, Sundays and holidays) 

prior to the time of the Meeting or any adjournment thereof. 

Dated at Calgary, Alberta, this 28
th

 day of July, 2009.  

 
BY ORDER OF THE BOARD OF DIRECTORS 

Per:     (signed) "Edward S. Sampson"                

Edward S. Sampson 
Executive Chairman, Chief Executive Officer, 
President and Director 
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July 28, 2009 

NIKO RESOURCES LTD. 

Calgary, Alberta 

Canada 

 

MANAGEMENT INFORMATION CIRCULAR 

AND PROXY STATEMENT 

FOR THE 

ANNUAL MEETING OF SHAREHOLDERS 

to be held on September 10, 2009 

 

GENERAL PROXY INFORMATION 

Solicitation of Proxies by Management 

This management information circular and proxy statement (the "Information Circular") is being furnished by the 

management of Niko Resources Ltd. ("Niko" or the "Corporation") in connection with the solicitation of proxies by 

management of the Corporation for use at the annual meeting (the "Meeting") of holders (the "Shareholders") of common 

shares (the "Common Shares") in the capital of the Corporation to be held at the Petroleum Club, 319 – 5 Avenue S.W., 

Calgary, Alberta, at 3:00 p.m. (Calgary time) on September 10, 2009, and any adjournments thereof, for the purposes set 

forth in the Notice of Meeting accompanying this Information Circular (the "Notice").  The information contained in this 

Information Circular is given as of July 28, 2009 except where elsewhere indicated. 

The head and executive office of the Corporation is located at 4600, 400 – 3
rd

 Avenue S.W., Calgary, Alberta, T2P 4H2 

and its telephone number is (403) 262-1020. 

It is expected that the solicitation of proxies hereby will be primarily by mail or personal solicitations by the officers or 

employees of the Corporation, at no additional compensation.  The costs of solicitation by management will be borne by the 

Corporation. 

Appointment of Proxies 

Shareholders who wish to be represented at the Meeting by proxy must complete and deliver their proxies to the 

Corporation's transfer agent, Computershare Trust Company of Canada ("Computershare"), 100 University Avenue, 9
th

 Floor, 

Toronto, Ontario, M5J 2Y1, Attention: Proxy Department.  In order to be valid, proxies must be received by Computershare 

no later than 48 hours (excluding Saturdays, Sundays and holidays) prior to the time of the Meeting or any adjournment 

thereof. 

The persons named as proxy holders in the accompanying instrument of proxy are directors and/or officers of the 

Corporation.  A Shareholder desiring to appoint a person (who need not be a Shareholder) to represent such Shareholder at 

the Meeting other than the persons designated in the accompanying instrument of proxy may do so either by striking out the 

names provided and inserting such person's name in the blank space provided in the instrument of proxy or by completing 

another instrument of proxy and, in either case, delivering the completed proxy to the office of Computershare at the 

address referred to above within the time specified above for the deposit of proxies. 
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Revocation of Proxies 

A Shareholder who has submitted a proxy may revoke it at any time prior to the exercise thereof.  If a person who has 

given a proxy attends personally at the Meeting at which such proxy is voted, such person may revoke the proxy and vote in 

person.  In addition to revocation in any other manner permitted by law, a proxy may be revoked by:  (a) the Shareholder 

signing another proxy bearing a later date than the first proxy and delivering such subsequent proxy to Computershare at the 

address referred to above and within the time specified above for the deposit of proxies; or (b) an instrument in writing by 

such Shareholder deposited either with Computershare at the address referred to above or with the Chairman of the 

Meeting, at any time prior to the Meeting or any adjournment thereof. 

Signature of Proxy 

The accompanying instrument of proxy as well as any instrument revoking the same shall be executed by the 

Shareholder or his attorney authorized in writing, or if a Shareholder is a corporation, the proxy or instrument should be 

signed in its corporate name under its corporate seal by an authorized officer whose title should be indicated.  Such proxy or 

instrument signed by a person acting as attorney or in some other representative capacity should reflect such person's 

capacity following his signature and should be accompanied by the appropriate documentation evidencing qualification and 

authority to act (unless such documentation has been previously filed with the Corporation). 

Voting of Proxies 

All Common Shares represented at the Meeting by properly executed proxies will be voted or withheld from voting in 

accordance with the instructions of the Shareholder on any ballot that may be called for, and where a choice with respect to 

any matter to be acted upon has been specified in the instrument of proxy the Common Shares represented by the proxy will 

be voted or withheld from voting in accordance with such specification.  In the absence of such specification, such Common 

Shares will be voted "FOR" fixing the number of directors to be elected at six, "FOR" the election as directors of those 

nominees of management listed in the Information Circular and "FOR" the appointment of KPMG LLP, Chartered Accountants 

as the auditors of the Corporation. 

Exercise of Discretion by Proxies 

The accompanying instrument of proxy confers discretionary authority upon the persons named therein with respect 

to amendments or variations to matters identified in the proxy and Notice and with respect to other matters which may 

properly come before the Meeting.  At the time of printing this Information Circular, management of the Corporation knows 

of no such amendment to or variation of other matters to come before the Meeting other than the matters referred to in the 

Notice. 

Voting Shares  

As of July 28, 2009, there were 49,615,008 Common Shares outstanding, each carrying the right to one vote per share 

at the Meeting.  Only Shareholders of record on July 28, 2009 are entitled to notice of, and to vote at, the Meeting except 

that a transferee of Common Shares after July 28, 2009 may, not later than 10 days before the Meeting, establish a right to 

vote by providing evidence of ownership of Common Shares and making a request to Computershare that the transferee's 

name be placed on the Shareholder list for the Meeting. 
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Principal Holders of Voting Shares  

To the knowledge of the directors and executive officers of the Corporation, as at July 28, 2009, the only persons or 

companies beneficially owning, directly or indirectly, or exercising control or direction over, more than 10% of the Common 

Shares are as indicated below: 

Name and municipal address Type of Ownership 
Number of Common 

Shares 

Percentage of issued 

and outstanding 

shares 

Edward S. Sampson 

Alberta, Canada 
Direct and Indirect 4,044,741 8.2 

Edward S. Sampson 

as executor of the estate of Robert 

N. Ohlson 

Alberta, Canada 

Control or Direction
(1)

 2,376,229 4.8 

Total
(2)

 
Direct and Indirect and Control 

or Direction 
6,420,970 12.9 

Note: 

(1) Robert N. Ohlson was a director and officer of Niko until November 24, 2004, when he passed away.  Edward S. Sampson is the executor of 

Mr. Ohlson's estate.  Mr. Ohlson either owned these shares, directly or indirectly, or had control or direction over them at the time of his passing.  

As a result, Mr. Sampson, in his role as executor of Mr. Ohlson's estate, has control or direction over these shares. 

(2) Based on the Early Warning Report under the Alternative Monthly Reporting System of National Instrument 62-103 filed for the period ended May 

31, 2009, Fidelity Management & Research Company, Pyramis Global Advisors, LLC, Pyramis Global Advisors Trust Company and FIL Limited, as a 

group, owned 6,610,021 Common Shares or 13.3% of the issued and outstanding shares of the Corporation. 

The information contained in the above table is based partly on information publicly filed with certain Canadian 

securities regulatory authorities and partly on information received by the Corporation from the above Shareholders. 

Advice to Beneficial Holders of Securities  

The information set forth in this section is of significant importance to many Shareholders, as a substantial number of 

the Shareholders do not hold Common Shares in their own names.  Shareholders who do not hold their Common Shares in 

their own names (referred to in this Information Circular as "Beneficial Shareholders") should note that only proxies 

deposited by Shareholders whose names appear on the records of the Corporation as the registered holders of Common 

Shares can be recognized and acted upon at the Meeting.  If Common Shares are listed in an account statement provided to a 

Shareholder by a broker, then in almost all cases those shares will not be registered in the Shareholder's name on the records 

of the Corporation.  Such shares will more likely be registered under the name of the Shareholder's broker or an agent of that 

broker.  In Canada, the vast majority of such shares are registered under the name of CDS & Co. (the registration name for 

The Canadian Depository for Securities, which acts as nominee for many Canadian brokerage firms).  Shares held by brokers 

or their nominees can only be voted (for or against resolutions) upon the instructions of the Beneficial Shareholder.  Without 

specific instructions, brokers/nominees are prohibited from voting for their clients.  The directors and officers of the 

Corporation do not know for whose benefit the Common Shares registered in the name of CDS & Co. or of other 

brokers/agents are held. 

Applicable regulatory policy requires intermediaries/brokers to seek voting instructions from Beneficial Shareholders 

in advance of shareholders' meetings.  Every intermediary/broker has its own mailing procedures and provides its own return 

instructions, which should be carefully followed by Beneficial Shareholders in order to ensure that their Common Shares are 

voted at the Meeting.  Often, the form of proxy supplied to a Beneficial Shareholder by its broker is identical to the form of 

proxy provided to registered Shareholders.  However, its purpose is limited to instructing the registered Shareholder how to 

vote on behalf of the Beneficial Shareholder.  The majority of brokers now delegate responsibility for obtaining instructions 
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from clients to Broadridge Financial Solutions, Inc. ("Broadridge").  Broadridge typically mails voting instruction forms ("VIFs") 

to the Beneficial Shareholders and asks Beneficial Shareholders to return the VIFs to Broadridge.  Broadridge then tabulates 

the results of all instructions received and provides appropriate instructions respecting the voting of Common Shares to be 

represented at the Meeting.  A Beneficial Shareholder receiving a VIF cannot use that VIF to vote Common Shares directly at 

the Meeting – the VIF must be returned to Broadridge well in advance of the Meeting in order to have the Common Shares 

voted. 

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON 

Other than as set forth herein, management of the Corporation is not aware of any material interest, direct or indirect, 

by way of beneficial interest or otherwise, of any director or executive officer of the Corporation, any proposed nominee for 

election as a director of the Corporation or any associate or affiliate of the foregoing in any matter to be acted upon at the 

Meeting other than the election of directors. 

MATTERS TO BE ACTED UPON AT THE MEETING  

Consolidated Financial Statements 

The consolidated financial statements of the Corporation for the fiscal year ended March 31, 2009 and the report of 

the auditors thereon will be placed before the Shareholders at the Meeting. 

Fixing the Number of Directors 

The board of directors of the Corporation (the "Board") presently consists of six directors and it is proposed that, at 

the Meeting, the Shareholders fix the number of directors to be elected at the Meeting at six.  At the Meeting, the 

Shareholders will be asked to consider and, if thought fit, to pass the following resolution: 

"BE IT RESOLVED THAT the number of directors of the Corporation to be elected be and is hereby fixed at six." 

In order for the foregoing resolution to be passed, it must be approved by a simple majority of the votes cast by 

Shareholders who vote in person or by proxy thereon at the Meeting. 

The persons named in the enclosed instrument of proxy, if named as proxy, intend to vote in favour of the foregoing 

resolution unless a Shareholder has specified in its instrument of proxy that the Shareholder's Common Shares are to be 

voted against such resolution. 

Election of Directors 

The following table and the notes thereto state the names and cities of residence of the persons proposed to be 

nominated for election as directors at the Meeting, all other positions and offices with the Corporation now held by them, 

their principal occupations at present, the years in which they were first elected directors and the number of Common Shares 

beneficially owned, directly or indirectly, or over which control or direction is exercised by each of them, as at July 28, 2009.  

The information contained herein has been furnished by the respective nominees to the Corporation .  Each director elected 

will hold office until the next annual meeting of Shareholders or until his successor is duly elected or appointed pursuant to 

the Corporation's By-laws, unless the director's office is earlier vacated. 

The persons named in the enclosed instrument of proxy, if named as proxy, intend to vote in favour of the proposed 

nominees to the Board unless a Shareholder has specified in its instrument of proxy that the Shareholder's Common Shares 

are to be withheld from voting for such nominees. 
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Edward S. Sampson, 57, of Calgary, Alberta, Canada has 

been a director since 1996. 

President and Chief Executive Officer of the Corporation 

since November 2004.  Also Chairman of the Board of the 

Corporation for in excess of the last 13 years. 

Mr. Sampson has been involved in the field of business 

management during the past 35 years.  He has initiated 

and managed a series of successful business operations 

focused primarily on oil and gas exploration and 

development.  Mr. Sampson was instrumental in the 

growth and development of a number of mid-sized 

Canadian public companies. 

Position 

Chairman of the Board 

Shareholdings 

Common 6,420,970 

Stock Options 

In addition, Mr. Sampson holds 

options to acquire 1,500,000 

Common Shares. 

 

 

C. J. (Jim) Cummings, 59, of Calgary, Alberta, Canada has 

been a director since 2005. 

Partner of International Energy Counsel LLP (a law firm) 

since December 2002.  Prior thereto, Partner of Donahue 

LLP (a law firm) until November 2002.  

Mr. Cummings has been involved in the petroleum 

industry in excess of the past 30 years.  He graduated from 

the University of Alberta with a degree in Law and has 

practiced in government, corporate and private roles, 

specializing in international oil and gas law.  Mr. Cummings 

has served as Senior Counsel with the Attorney General of 

Alberta in the Constitutional and Energy Law Department, 

Senior Counsel with Home Oil Company Limited, Vice-

President and General Counsel with both Asamera Inc. and 

Bow Valley Energy Ltd. and was formerly a partner in 

Donahue LLP.  He is currently a partner in International 

Energy Counsel LLP and a director of a number of private 

corporations.  He is a past Chair of the Association of 

General Counsel of Alberta and is currently a member of 

the Steering Committee of the Canadian Chapter of the 

Association of International Petroleum Negotiators. 

Mr. Cummings is also a director of Kroes Energy Inc. 

Positions 

Corporate Governance 

Committee (Chairman), Audit 

Committee and Compensation 

Committee 

Shareholdings 

Common 2,300 

Stock Options 

In addition, Mr. Cummings holds 

options to acquire 125,000 

Common Shares. 

 



 

6 
 

 

Walter DeBoni, 62, of Calgary, Alberta, Canada has been a 

director since 2005. 

Vice President of Canada Frontier & International Business 

of Husky Energy Inc. (a public oil and gas company) from 

April 2002 to July 2005.  Prior thereto, President and Chief 

Executive Officer, Bow Valley Energy Ltd. (a natural 

resource company) until January 2002.  

Mr. DeBoni has held numerous top executive posts in the 

oil and gas industry.  He holds a B.A.Sc. in Chemical 

Engineering from the University of British Columbia and an 

MBA degree with a major in Finance from the University of 

Calgary. 

Mr. DeBoni is also a director of ARC Resources Ltd. (the 

administrator of ARC Energy Trust), Sterling Resources Ltd., 

PetroWest Energy Services Trust and Bountiful Resources 

Inc., a private company engaged in oil and natural gas 

exploration in Canada. 

Positions 

Audit Committee, Corporate 

Governance Committee and 

Environment and Reserve 

Committee 

Shareholdings 

Common 2,000 

Stock Options 

In addition, Mr. DeBoni holds 

options to acquire 125,000 

Common Shares. 

 

 

William T. Hornaday, 53, of Calgary, Alberta, Canada has 

been a director since 2007. 

Chief Operating Officer of Niko since 2005.  Prior thereto, 

Vice President, Operations of Niko since 2001.  

Mr. Hornaday is a professional engineer with over 30 years 

of industry experience and is a member of the Association 

of Professional Engineers, Geologists and Geophysicists of 

Alberta.  He holds a B.Sc. in Mechanical Engineering from 

the University of Calgary.  He has worked in the energy 

business in North America, India, Indonesia and Australia. 

Position 

Corporate Governance 

Committee 

Shareholdings 

Common 67,700 

Stock Options 

In addition, Mr. Hornaday holds 

options to acquire 585,000 

Common Shares. 
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Conrad P. Kathol, 59, of Calgary, Alberta, Canada has been 

a director since 1996. 

President of Silver Thorn Exploration Ltd. (a natural 

resource company) since April 2004.  Prior thereto, 

President of Invader Exploration Inc. (a public oil and gas 

company). 

Mr. Kathol is a professional engineer and holds a B.Sc. in 

Civil Engineering from the University of Alberta and has 

worked in the oil and gas industry for the past 34 years.  

He has worked as an exploration geologist in Western 

Canada and the United States and has a strong background 

in all aspects of the industry, including modern exploration 

technology, reservoir engineering and economic 

evaluation. 

Mr. Kathol has been involved in the management and has 

been a director of several publicly traded resource 

companies during the past 23 years. 

Positions 

Environment and Reserve 

Committee (Chairman), 

Compensation Committee and 

Board Secretary 

Shareholdings 

Common 263,479 

Stock Options 

In addition, Mr. Kathol holds 

options to acquire 125,000 

Common Shares. 

 

 

Wendell W. Robinson, 68, of Charleston, South 

Carolina, USA had been a director since 1999. 

Senior Investment Partner & retired Managing 

Director, Global Environment Fund (an institutional 

investment management firm) since February 2002, 

and from 1994-2002 Managing Director, Global 

Environment Fund.  For ten years prior thereto, Mr. 

Robinson managed international private equity 

programs for Rockefeller & Co.  During his 40 plus 

years of domestic and international financial, 

investment and company management, Mr. 

Robinson has been the director of numerous 

corporations, and a member of investment advisory 

boards and committees of investment entities 

throughout Southeast Asia, Europe, Latin American 

and the United States. 

Mr. Robinson has BA and MA degrees in Economics, 

with a minor in Finance, from Case Western Reserve 

University. 

Positions 

Compensation Committee 

(Chairman) and Audit 

Committee (Chairman) 

Shareholdings 

Common 40,002 

Stock Options 

In addition, Mr. Robinson holds 

options to acquire 100,000 

Common Shares. 

 

Notes: 

(1) Each of the above persons has held the principal position shown opposite his name for at least the last five years, unless otherwise noted. 

(2) The Corporation does not have an executive committee.  The Corporation has disclosure officers, but does not have a disclosure committee. 

(3) Robert N. Ohlson was a director and officer of Niko until November 24, 2004, when he passed away.  Mr. Sampson is the executor of Mr. Ohlson's 

estate.  As at the date hereof, Mr. Ohlson's estate owns, directly or indirectly, 2,376,229 Common Shares.  As a result, Mr. Sampson, in his role as 

executor of Mr. Ohlson's estate, has control or direction over these shares.  See "General Proxy Information – Principal Holders of Voting Shares". 

(4) Conrad P. Kathol, a director of Niko, and Edward S. Sampson, an officer and a director of Niko, were both directors, but not officers, of Proprietary 

Industries Inc. ("Proprietary") during a period for which the Alberta Securities Commission (the "ASC") was investigating Proprietary.  Proprietary is 
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a public corporation organized under the Canada Business Corporations Act.  Niko was, at the time of the transactions referred to below, arm's 

length to Proprietary and the other public companies referred to below and Niko has never had business dealings with Proprietary and such public 

companies.  In January of 2002, a notice of hearing was issued by the ASC with respect to Proprietary and two of its senior officers, Peter Workum 

and Theodor Hennig, alleging that (i) Proprietary's consolidated financial statements for the years ended September 30, 2000, September 30, 1999 

and September 30, 1998 were not prepared in accordance with generally accepted accounting principles and contained misrepresentations contrary 

to the Securities Act (Alberta) with respect to gains reported in connection with certain transactions involving Proprietary and (ii) Proprietary made 

representations in respect of material submitted or given to the ASC in connection with those transactions contrary to the Securities Act (Alberta).  

On August 21, 2002, the ASC issued an order (a) cease trading all trades in securities of Proprietary and all trades of Messrs.  Workum and Hennig 

and certain subsidiaries of Proprietary and (b) denying Proprietary, Messrs.  Workum and Hennig and such subsidiaries the use of any exemptions 

from the prospectus and registration requirements under the Securities Act (Alberta) for a period of 15 days.  On September 5, 2002, the ASC issued 

a further order extending the earlier interim order.  Securities regulatory authorities in other provinces in Canada issued similar orders with respect 

to Proprietary.  Mr. Sampson resigned as a director of Proprietary in March of 2001 and Mr. Kathol resigned as a director of Proprietary on 

December 18, 2002.  In August 2003, the ASC staff and Proprietary entered into a settlement agreement whereunder Proprietary acknowledged, 

among other things, that certain recognitions of gains contained in its audited consolidated financial statements for its fiscal years ended 

September 30, 1998, 1999 and 2000 were contrary to generally accepted accounting principles and agreed to pay $125,000 to the ASC in partial 

satisfaction of the ASC's costs.  On November 21, 2003 the ASC issued an order lifting the sanctions referred to in (a) and (b) above as they related 

to Proprietary.  However, in November and December of 2003, the ASC issued a further cease trade order against Proprietary for failure to file 

annual audited financial statements for its fiscal year ended September 30, 2002.  This cease trade order was subsequently lifted on May 6, 2004 

and trading of Proprietary's shares on the Toronto Stock Exchange resumed on May 19, 2004. 

(5) The Common shareholdings set forth in this table represent the number of Common Shares beneficially owned, directly or indirectly, or controlled 

or directed by each proposed director. 

For information on the audit committee of the Board, see "Audit Committee Information". 

Appointment of Auditors 

The management of the Corporation proposes that KPMG LLP, Chartered Accountants, be appointed as the auditors of 

the Corporation for the ensuing year at remuneration to be fixed by the Board.  KPMG LLP has acted as the auditors of the 

Corporation since September 30, 1997. 

In order for the foregoing resolution to be passed, it must be approved by a simple majority of the votes cast by the 

Shareholders who vote in person or by proxy thereon at the Meeting. 

The persons named in the enclosed instrument of proxy, if named as proxy, intend to vote in favour of the foregoing 

resolution unless a Shareholder has specified in its instrument of proxy that the Shareholder's Common Shares are to be 

withheld from voting on such resolution. 

STATEMENT OF EXECUTIVE COMPENSATION 

Compensation Discussion and Analysis 

Compensation Committee 

The Compensation Committee, which is comprised of Wendell W. Robinson, Chairman, Conrad Kathol and C. J. (Jim) 

Cummings, is responsible for reviewing executive compensation matters and making recommendations to the Board for its 

approval.  The compensation of the executive officers, including that of the Chairman of the Board, President and Chief 

Executive Officer (who is the senior officer), the Chief Financial Officer and the Chief Operating Officer of the Corporation, is 

determined solely by the Compensation Committee.  The senior executives are responsible for determining the 

compensation of officers and other employees, within the guidelines recommended by the Compensation Committee and 

approved by the Board. 

Executive Compensation 

The named executive officers (“Named Executive Officers”) of the Corporation include the Chairman of the Board, 

President and Chief Executive Officer (who is the senior officer), the Chief Financial Officer and the Chief Operating Officer of 
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the Corporation.  The compensation awarded to, earned by, paid to, or payable to the Named Executive Officers for the 

financial year ended March 31, 2009 included base salary, a performance-based cash bonus and long-term stock options. 

Base Salary 

The Corporation’s compensation program is designed to be aligned with the strategic objectives of the Corporation.  

The Corporation’s long term strategic business philosophy is to commit significant resources to finding, developing and 

producing exploration opportunities with high impact potential.  If successful, such prospects may materially add to the 

growth of the Corporation’s assets, reserve base and longer term cash flow.  The Corporation’s Board and Compensation 

Committee believe it is these metrics that can translate into an enhancement in shareholder value.  Wishing to maximize the 

Corporation’s internally generated cash flow and asset borrowing power to the commitment requirements and base 

development for the execution of the strategy, the Corporation’s compensation program is comparatively simple.  The 

program has two component types: (1) a fixed base salary, and (2) performance-based rewards in the form of an annual cash 

bonus, and a long-term stock option plan.  Consequently the Corporation does not provide longer term fixed cash cost 

compensation forms such as retirement plans, medical plans, saving benefit plans, insurance policies or plans, deferred 

compensation arrangements, stock appreciation or phantom stock option rights, but instead favors the two performance 

based types of compensation noted above. 

Provided below are the three compensation elements along with the objective of each element and how the 

respective element fits the Corporation’s objectives and decisions concerning the other elements. 

Compensation 

Element 
Objective of Compensation Element 

How Element fits Corporation’s objectives and decisions 

concerning other Elements 

Base Salary The objective is to provide a competitive 

level of fixed compensation to attract and 

retain highly motivated professional 

managers. 

The desire is to have the base salary to be high enough to 

secure technically talented personnel which when coupled 

with performance based compensation provides for there 

to be a direct correlation of individual accomplishment to 

the success of the  Corporation as a whole.  

Annual 

Performance 

Based Bonus Plan 

The objective of the annual bonus plan is 

to focus management and professional 

technical staff attention on specific 

targeted goals that are of particular 

importance to be accomplished within a 

given time period in order to achieve 

Corporation objectives.  

The performance goals are Corporation-wide and benefits 

are shared by all levels of the professional staff to 

encourage cooperation and mutual support.  Potential 

individual benefits are related to base salary and length of 

service with a potential base of 50% of salary up to 150% in 

circumstances where performance exceeds targeted goals.  

Stock Option Plan The primary objective of the option plan is 

to directly relate the creation of net worth 

for employees to the investment results of 

the Corporation’s shareholders.  

The option awards are earned through vesting over a 

period of years in order to build long term employee loyalty 

and retention. 

Thus, the major part of compensation is dependent upon the performance of the Corporation.  If the Corporation does 

not perform within expected parameters in the short or long term, then the executive and professional staff may receive only 

a fraction of their total possible potential amount of remuneration. 
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Base Cash Salary: 

The Compensation Committee in setting executive compensation, and to provide a guide to executive management 

for compensation to professional and technical staff, utilized the Towers Perrin 2008 Energy Survey (“The Survey”) as a 

framework for comparison.  The specifics for “The Survey” were provided confidentially, so only a general description of the 

framework used by the Committee can be provided herein.    

“The Survey” was a compendium of compensation statistics and comparisons for Canadian based energy firms of 

which one of the survey information providers was Niko Resources.  The contributors to the “The Survey” were broken down 

into groups: 1, 2, and 3 based upon size, with size defined as annual revenue.   

 Group 1 consisted of 27 large companies with significant annual revenues and operational scope. 
 Group 2 consisted of 22 medium sized companies with lower revenue levels and scope than the large 

companies. 
 Group 3 consisted of 12 companies with the lowest level of annual revenues and operational scope.    

In “The Survey”, Niko was included in the third – small company Group 3 category based upon the Company’s 2008 

revenue.  However the Compensation Committee determined that because: (1) The Company’s activities were international 

in scope and it often operated in partnership or competition with major or sub-major international entities, (2) the 

Committee considered that the characteristics of its management capabilities required it to be competitive with larger 

enterprises more typical of Groups 1 and 2 in “The Survey”, and (3) Niko’s size from a revenue perspective was about to 

dramatically change, and it  was building staff to manage this enlarged scale, the comparisons used by the Committee for its 

purposes were Groups 1 and 2; not 3.  In circumstances when individual group data was not available “The Survey” provided 

an “All Group” data which was used. 

The comparisons for the base cash salary indicate that Niko’s base salary compensation amount was above the “Mean 

Base” amount as contrasted to the Group 2 category for the CEO and CFO and for the CEO was slightly more than half the 

“Mean Base” amount for the Group 1 category.  As contrasted to the Group 1 category for the CEO position, the Niko amount 

is materially below the “Mean Base” amount for this comparison. 

The Compensation Committee concluded from the comparison that the Company’s base salary compensation was 

reasonable and competitive compared to its peer group(s) as represented in “The Survey”. 

The Compensation Committee set the salary within the context of the Corporation's overall compensation package of 

salary, bonus potential and options, which would allow the Corporation to remain competitive and be consistent with the 

qualitative parameters referred to above.  In determining the salary amounts for other employees of the Corporation, the 

Compensation Committee directed the senior executives responsible for the determination of employees' base salary to be 

guided by the same principles. 

Bonus Plan 

The objective of the annual bonus plan is to (a) focus employees on achieving the targeted goals relative to building 

shareholder value and (b) encourage cooperation and mutual support among the participants based upon the view of the 

Compensation Committee that the success of the Corporation is dependent upon the integration of all key employees 

working together toward the achievement of common corporate objectives. 

The bonus plan is designed to reward employees for their contribution towards achieving the targeted goals.  The 

Corporation chooses this method of compensation to focus employees on meeting the short-term goals of the Corporation.  

The bonus plan also provides for the possible payment of additional discretionary amounts to individuals for exceptional or 

unusually important critical performance related to unforeseen events during the year. 
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Under the Corporation's bonus plan, the potential annual amount of the bonus pool is the sum of the aggregate 

amount of the current annual salary of each of the participants in the plan.  In the event that performance exceeds 100% of 

the targeted criteria factors, the potential bonus pool amount can exceed 100% of the aggregate salaries with a cap of 150% 

of this amount, which amount would include any discretionary payment(s).  At the beginning of each year, targeted goals are 

established that are based upon the Corporation's budget and development plan for the year and other factors relative to the 

growing the Corporation and enhancing its value.  The targeted goals are for the Corporation as a whole such that the 

potential size of the pool is determined by the total performance of all of the key employees of the Corporation in 

participating toward the achievement of these predefined objectives.  As outlined more specifically below, there are three 

types of targeted goals:  (i) those that relate to specific operating performance objectives for the year; (ii) those that relate to 

enhancement of the assets and opportunities of the Corporation that can provide the base for building the longer term value 

of the Corporation; and (iii) market performance of the Common Shares.  There were seven major targeted goals for the fiscal 

year ended March 31, 2009, with base weightings of 10 to 25% per target.  Each goal was assigned a weighting based upon 

the Compensation Committee's assessment as to the relative importance of each factor to the Corporation's success in the 

current year and to the creation of Shareholder value over the longer term. 

Potential individual payments under the bonus plan are allocated on the basis of a percentage of annual salary with 

the maximum potential payment to (i) the Chairman of the Board, President and Chief Executive Officer and Chief Operating 

Officer equal to 100% of salary, (ii) the Chief Financial Officer equal to 75% of salary, and (iii) all other participants equal to 

50% of salary.  The actual payment to each individual is further dependent upon the portion of three or more years of 

continuous service and employment by the Corporation of each recipient.  As described below, the bonus plan also provides 

for the payment of additional discretionary amounts to individuals that provided exceptional or unusually important critical 

performance related to unforeseen events during the year. 

As a result of performance, the aggregate amount available in the bonus pool for fiscal 2009 was 41.4% of the total 

potential amount possible.  The aggregate amount of the bonus was $865,642 and has been paid as of July 28, 2009. 

Provided below is a listing of the major individual Corporation goals that were in place for the fiscal year of the 

Corporation ended March 31, 2009, the relative weighting that each factor had as a percentage of the total pool and what 

the contribution amount achieved was for the year, if any.  While the amount of final individual bonuses paid to any 

particular participant in any year has some discretionary flexibility, the general criteria utilized during the fiscal year ended 

March 31, 2009 by the Compensation Committee for the determination of the total bonus pool from which allocations of 

annual bonuses to the employees and officers of the Corporation were made are as follows: 

Performance 

Target 
Description 

Potential 

Bonus % 
Results 

Awarded 

% 

D6 property 

performing in 

line with 

expectations 

D6 field(s) (gas and oil) production rate in 

line with annualized rate for the month of 

March 2009.  

Natural gas price average at least 

US$4.20/MMBTU. 

15% Natural gas production 

commenced in April 2009, 

therefore the production target 

was not achieved. The oil 

production target was not 

achieved. 

Gas contracts were signed at a 

price of US$4.20/MMBTU.  

0% 
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Performance 

Target 
Description 

Potential 

Bonus % 
Results 

Awarded 

% 

Reserve/ 

Resource 

increase 

Mid-case resource and total proved plus 

probable reserves combined increase at 

least 15%.  Every 1% increase in excess of 

15% adds 0.5% to the bonus to a max 

contribution to the bonus of 37.5%. 

25% The Corporation did not prepare 

a revised resource estimate for 

the additional wells drilled 

during the year. Using the prior 

year estimate of resource and 

updated reserves, the change 

was a decrease of 2%. 

0% 

Finance Capacity Ability to fully draw down entire amount 

of the credit facility of US$550 million. 

10% Not achieved. 0% 

Relative Stock 

Price 

Performance 

Every 1% price change per share in excess 

of the TSE Energy index average for the 

month of March 2009 versus the month of 

March 2008 adds 1% to the bonus to 

maximum contribution to the bonus of 

25%. 

15% The Corporation’s price per 

share decreased in value for the 

month of March 2009 from the 

month of March 2008 by 40.2% 

compared to 41.6% decrease for 

TSE Energy index. 

1.4% 

Capital Efficiency There year rolling average finding costs do 

not increase by more than 10% points 

above the inflation rate for the same 

period. 

10% As the Corporation spent funds 

on drilling activities, but did not 

update the resource estimate, 

this target was not achieved. 

0% 

Major new 

project 

Up to two major new project(s), 

acquisition(s) or merger(s) of sufficient 

size to have an impact, if successful, on 

the overall Corporation value. The 

allocation is 15% per project. 

15% The Corporation negotiated 

three major new projects during 

the year. 

30% 

Exploration 

budget on target 

Actual “frontier exploration” costs in line 

with budgeted amounts for Pakistan, 

Kurdistan, Madagascar and Indonesia. 

10% Expenditures were within 

budgeted amounts. 

10% 

In addition to the calculated amount of the pool based upon actual results, the bonus plan provides for an added 

increment equal to 20% of the calculated pool.  Any portion of the 20%, up to a maximum overpayment equal to 100% of the 

formula-calculated amount for any employee, (as long as that amount when added to the total pool does not exceed the 

absolute maximum of 150%), may be given at the discretion of the Named Executive Officers and may be given to the Named 

Executive Officers at the discretion of the Compensation Committee.  The payment is to be paid based upon the 

determination that the to-be-rewarded individual(s) demonstrated and provided exemplary performance during the year.  

Examples of exemplary performance could include:  (1) extraordinary effort in the fulfillment of targeted corporate goals; (2) 

successful handling of extreme difficulties or unforeseen major problems that impacted targeted corporate goals; (3) unusual 

insight and action in the mitigation of a major risk; and (4) new developments not foreseen in the year's plan that had a 

material impact on the Corporation's success or future prospects.  The Compensation Committee stipulated, however, that 

any possible payment from the increment is not be expected to be simply a normal addition, but should adhere strictly to the 

concept of extraordinary performance related to unanticipated circumstances that developed during the year. 
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In the ultimate allocation of annual bonuses, the Compensation Committee relies primarily on the recommendations 

of the Named Executive Officers with respect to bonuses paid to other employees.  The bonuses to be paid to the Chairman 

of the Board, President and Chief Executive Officer are determined solely by the Compensation Committee. 

Stock Option Plan 

The allocation of stock options and the terms designed in those options are an integral component of the 

compensation package of the directors, officers and employees of, and other service providers to, the 

Corporation (collectively, "Participants").  The Corporation has a stock option plan (the "Option Plan") in place for the 

purpose of providing stock options to Participants.  The objective of the grant of options to Participants is to allow them to 

share ownership of the Corporation and to motivate achievement of the Corporation's long-term strategic objectives and 

ultimately benefit all Shareholders. 

The Option Plan rewards long-term service to the Corporation.  The Corporation chooses this method of compensation 

in order to be competitive and to attract and retain technically competent professionals in the respective positions of 

responsibility. 

As of July 28, 2009, an aggregate of 778,313 Common Shares have been issued upon the exercise of options previously 

granted under the Option Plan (representing approximately 1.6% of the currently outstanding Common Shares) and an 

aggregate of 3,929,375 Common Shares are issuable upon the exercise of options previously granted under the Option Plan 

(representing approximately 7.9% of the currently outstanding Common Shares). 

Stock options are awarded to employees of the Corporation by the Board based upon the recommendation of the 

Named Executive Officers, who base their decisions upon the level of responsibility and contribution of the individuals toward 

the Corporation's objectives and goals.  Also, the Compensation Committee considers the overall number of stock options 

that are outstanding relative to the number of outstanding Common Shares in determining whether to make any new grants 

of stock options and the size of such grants.  The granting of these specific options is reviewed by the Compensation 

Committee for final recommendation to the Board for approval.  As for the grant of stock options to the Chairman of the 

Board, the Compensation Committee bases its decision on how the Chairman of the Board performed based upon the criteria 

referred to above under "Bonus Plan" that may have particular affect on long-term Corporation objectives, the amount of 

salary and the amount of existing options held by the Chairman, CEO. The Board, subject to Compensation Committee 

review, has allocated the responsibility for the award of stock options to foreign employees up to a specified number of 

options per employee to the Corporation’s three NEOs. 

Currently, under the Option Plan: 

(a)  stock options may be issued to directors, officers and employees of, and other Service Providers to, the Corporation 

and/or its subsidiaries, in such numbers and with such vesting provisions as the Board may determine; 

(b) the number of authorized but unissued Common Shares that may be subject to options granted under the Plan at any 

time is 10% of the number of outstanding Shares from time to time; 

(c) any increase in the issued and outstanding Common Shares will result in an increase in the available number of 

Common Shares issuable under the Plan; 

(d) the exercise of any options granted under the Plan will make new grants available under the Plan; 

(e) the exercise price of stock options shall not be less than the closing trading price per Common share on the TSX on the 

last trading day preceding the date of grant on which there was a closing price (unless otherwise provided by the TSX), 

provided that if the Board, in its sole discretion, determines that the closing trading price on the trading day preceding 

the date of grant would not be representative, then the exercise price of the option will be the greater of that closing 

trading price and the weighted average price per share for the Common Shares for five consecutive trading days 

ending on the last trading day preceding the date of grant on which there was a closing price on the TSX; 
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(f) the maximum term for which stock options may be exercisable is 10 years, but such term may be shortened in any 

stock option agreement and is subject to early termination in accordance with the provisions of the Option Plan 

relating to the cessation of the optionee as a director, officer, employee or Service Provider; 

(g) subject to any specific requirements of the TSX, the Board shall determine the vesting period(s) during which a holder 

of options may exercise such options or a portion thereof; in certain circumstances, the Board has been granted the 

discretion to provide for accelerated vesting of stock options and in other circumstances there will be automatic 

acceleration of vesting (as further described below); 

(h) any grant of options is subject to the following limitations: (i) the aggregate number of Common Shares reserved for 

issuance pursuant to options outstanding at any time may not exceed 10% of the total number of issued and 

outstanding Common Shares; (ii) the aggregate number of Common Shares reserved for issuance pursuant to options 

granted to any one Participant and pursuant to other share compensation arrangements may not exceed 5% of the 

issued and outstanding Common Shares (on a non-diluted basis); (iii) the aggregate number of Common Shares 

reserved for issuance pursuant to options granted to insiders and pursuant to other share compensation 

arrangements may not exceed 10% of the issued and outstanding Common Shares (on a non-diluted basis); (iv) the 

issuance of Common Shares to insiders pursuant to the Option Plan and other share compensation arrangements 

within a one-year period may not exceed 10% of the outstanding Common Shares (on a non-diluted basis); and (v) the 

issuance of Common Shares to any one insider and such insider's associates within a one-year period pursuant to the 

Option Plan and other share compensation arrangements may not exceed 5% of the outstanding Common Shares (on 

a non-diluted basis); 

 (i) subject to the terms of the applicable stock option agreement, in the event the holder of an option ceases to be a 

director, officer or employee of, or a Service Provider to, the Corporation for any reason other than death or 

termination for cause, the option may be exercised up to and including the earlier of the expiry time of the option and 

the date that is 30 days following the effective date of the notice of resignation, retirement or termination, as the case 

may be; in the event of termination for cause of the holder of the option, the option will expire and terminate 

immediately at the time of delivery of the notice of termination; in the event of the death of the holder of the option, 

the option may be exercised up to and including the earlier of the expiry time of the option and the date that is one 

year from the date of death; 

(j) options are non-assignable and non-transferable; 

(k) the Board may, at any time and from time to time, amend, suspend or terminate the Option Plan or an option granted 

thereunder without Shareholder approval, provided that no such amendment, suspension or termination may be 

made without obtaining any required approval of any regulatory authority or stock exchange or the consent or 

deemed consent of a Participant where such amendment, suspension or termination materially prejudices the rights 

of such Participant; notwithstanding the foregoing: (a) the Board may not, without the approval of the Shareholders, 

make amendments to the Option Plan or any option granted thereunder for any of the following purposes: (i) to 

increase the maximum number of Common Shares allocated and made available to be granted to Participants; (ii) to 

increase the maximum number of Common Shares that may be reserved for issuance pursuant to options outstanding 

at any time; (iii) to reduce the option price for the benefit of an insider; (iv) to extend the expiry time of an option for 

the benefit of an insider; and (v) to amend the provisions of the Option Plan pertaining to its amendment or 

discontinuance; and (b) the Board may, at any time and from time to time, without the approval of the Shareholders, 

amend any term of any outstanding option, provided that: (i) any required approval of any regulatory authority or 

stock exchange is obtained; (ii) if the amendment would reduce the option price or expiry time of an option granted to 

an insider, Shareholder approval must be obtained; (iii) the Board would have the authority to initially grant the option 

under the terms so amended; and (iv) the consent or deemed consent of the Participant is obtained if the amendment 

would materially prejudice the rights of the Participant. 

(l) no financial assistance is provided by the Corporation to participants in the Option Plan to facilitate the purchase of 

Common Shares upon the exercise of options granted under the Option Plan. 
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In addition, under the Option Plan, in the event that certain events such as a liquidation or dissolution of the 

Corporation or a re-organization, plan of arrangement, merger or consolidation of the Corporation with one or more entities, 

as a result of which the Corporation is not the surviving entity, are proposed or contemplated, the Board may, 

notwithstanding the terms of the Option Plan or stock option agreements issued thereunder (a) exercise its discretion, by 

way of resolution, to permit accelerated vesting of options on such terms as the Board sees fit at that time, and (b) in the 

event of acceleration of vesting as referred to in (a), exercise its discretion, by way of resolution, to cause the options to 

terminate after the end of the period of accelerated vesting on such terms as the Board sees fit at that time, even if such 

termination of the options is prior to the normal expiry time of the options.  If the Board, in its sole discretion, determines 

that the Common Shares subject to any option granted under the Option Plan shall vest on an accelerated basis, all 

participants in the Option Plan entitled to exercise an unexercised portion of options then outstanding shall have the right at 

such time, upon written notice being given by the Corporation, to exercise such options to the extent specified and permitted 

by the Board, and within the time period specified by the Board, which shall not extend past the expiry time of such options. 

If the Shareholders receive a take-over bid (as defined in the Securities Act (Alberta)) pursuant to which the offeror 

would, as a result of the bid being successful, beneficially own in excess of 50% of the outstanding Common Shares, and the 

Corporation supports such bid, a participant in the Option Plan may exercise its right (the "Acceleration Right") to exercise all 

or any of its outstanding options.  The Acceleration Right commences on the date of mailing of the directors' circular 

recommending acceptance of the take-over bid and ends on the earlier of (a) the expiry time of the options, and (b) in the 

event the take-over bid is unsuccessful, on the expiry date of the take-over bid, and in the event the take-over bid is 

successful, on the 10
th

 day following the expiry date of the take-over bid. 

Performance Graph  

The following graph compares the yearly change in the cumulative total shareholder return over the last five years of a 

$100 investment in the Common Shares with the cumulative total return of the S&P/TSX Composite Index and the S&P/TSX 

Canadian Energy Index, assuming the reinvestment of dividends, where applicable, for the comparable period. 

 

March 31, 

2005 

March 31, 

2006 

March 31, 

2007 

March 31, 

2008 

March 31, 

2009 

($) ($) ($) ($) ($) 

Niko Resources Ltd. 100 95 135 134 95 

S&P/TSX Composite Index 100 126 137 139 91 

S&P/TSX Canadian Energy Index 100 149 138 152 92 
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Compensation levels for the Named Executive Officers from March 31, 2005 to March 31, 2009 are not consistent with 

the trend of total return on investment charted for the Corporation in the above performance graph.  The Corporation does 

not base its executive compensation on total return on investment.  For a discussion of the criteria upon which the 

Corporation bases executive compensation, see "Statement of Executive Compensation – Compensation Discussion and 

Analysis". 

Option-Based Awards 

Stock options are awarded to employees of the Corporation by the Board based upon the recommendation of the 

Named Executive Officers, and as reviewed and approved by the Compensation Committee.  The individual amount of 

options awarded are based upon the comparative level of responsibility and authority an individual has within the 

management structure and hierarchy, the length of tenure and the contribution of the individual toward the Corporation's 

objectives and goals.  The grant of stock options to the Named Executive Officers, is based upon the recommendation of the 

Compensation Committee to the Board using the criteria noted in the previous sentence and in addition is be based upon 

how these officers performed in relation to the criteria referred to above under "Statement of Executive Compensation – 

Compensation Discussion and Analysis – Executive Compensation – Bonus Plan".  In general, a base number of options have 

been set for each individual and new stock options are granted when existing stock options expire, however, the granting of 

new options is always at the discretion of the Board. The base number of options allocated to an individual is evaluated 

annually and may be altered depending on changes in the level of responsibility, authority and contribution of the individual  

towards the Corporation’s objectives and goals.  Also, the Compensation Committee considers the overall number of stock 

options that are outstanding relative to the number of outstanding Common Shares in determining whether to make any new 

grants of stock options and the size of such grants.  See "Statement of Executive Compensation – Compensation Discussion 

and Analysis – Executive Compensation – Stock Option Plan". 

Mandatory Share Ownership 

One way our directors demonstrate their commitment to the Corporation’s success is through share ownership.  On 

June 22, 2009, the Board adopted share ownership guidelines.  The Directors are required to beneficially own, or control or 

direct, directly or indirectly, that number of shares having a value of no less than five times their annual retainer, and to 

maintain such ownership.  For purposes of the foregoing, the value of the shares held by a director shall be the greater of: (i) 

the cost to the director of such shares; and (ii) the number determined by multiplying the number of shares so held by the 

weighted average trading price of the shares on the TSX for the most recently completed fiscal year.  Under the guidelines, an 

individual has 1 year from the effective date of the adoption of the guidelines (June 22, 2009) or from the date of election, 

whichever is the later, to acquire and hold the required number of shares.  Currently, all directors surpass these guidelines. 
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Summary Compensation Table 

The following table provides a summary of all direct and indirect compensation for, or in connection with, services 

provided to the Corporation for the financial year ended March 31, 2009 paid to the Named Executive Officers. 

Name and principal 

position 
Year 

Salary 

($) 

Share-

based 

awards 

($) 

* Option-

based 

awards ($) 

Non-equity incentive 

plan compensation ($) 

Pension 

value ($) 

All other 

compen-

sation ($) 

(1) 

Total 

compen-

sation ($) 

** Annual 

incentive 

plans 

Long-

term 

incentive 

plans 

Edward S. Sampson, 

President, Chief Executive 

Officer, Chairman of the 

Board and Director 

2009 650,000 None 12,030,243 269,100 None None None 12,949,343 

Murray E. Hesje 

Vice President, Finance 

and Chief Financial Officer 

2009 300,000 None 4,176,928 85,387 None None None 4,562,315 

William T. Hornaday, 

Chief Operating Officer
(1)

 

 

2009 450,000 None 5,613,861 186,300 None None None 6,250,161 

Notes: 

(1) This column relates to fees paid for services performed as a director. Messrs. Sampson and Hornaday do not receive compensation with respect to 

their roles as directors. 

*Option-based Awards 

Amounts in this column relate to stock options granted under the Option Plan, as described earlier in this Information 

Circular.  The Corporation uses a Modified Black-Scholes-Merton option-pricing-model to calculate the grant date fair value of 

option-based awards.  It is based on the Black-Scholes-Merton option-pricing-model and modified to consider expected 

annual dividends per share.  The Corporation chose this methodology because it was the most commonly used methodology 

for valuing options at the time it was implemented.  The weighted average assumptions used by the Corporation in the Black-

Scholes-Merton option-pricing model with respect to the options granted to Named Executive Officers were a volatility of 

53.8%, a forfeiture rate of 0%, an interest rate of 2.05% and an annual dividend of $0.12 per share. 

**Annual Incentive Plans 

Amounts in this column relate to cash payments made under the Corporation's bonus plan, as described earlier in this 

Information Circular.  All of such payments relate only to a single financial year, and are therefore part of the Corporation's 

annual incentive plan.  The payments disclosed in the table for the year ended March 31, 2009 were earned in respect of 

performance for that year but were paid in the following year. 
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Incentive Plan Awards 

Outstanding option-based awards 

The following option-based awards were outstanding for each Named Executive Officer as at March 31, 2009. 

 Option-based Awards 

Name 

Number of 

securities 

underlying 

unexercised 

options (#) 

Option 

exercise price 

($) 

Option expiration date 

Value of 

unexercised in-

the-money 

options
(1)

 ($) 

Edward S. Sampson 

 

150,000 45.20 December 2, 2009 2,022,000 

178,125 53.70 January 9, 2010 887,063 

178,125 53.70 January 9, 2011 887,063 

37,500 63.00 June 28, 2009 - 

37,500 63.00 June 28, 2010 - 

37,500 63.00 June 28, 2011 - 

59,375 93.00 November 22, 2009 - 

59,375 93.00 November 22, 2010 - 

59,375 93.00 November 22, 2011 - 

59,375 93.00 November 22, 2012 - 

178,125 89.99 January 9, 2013 - 

37,500 98.64 June 28, 2013 - 

62,500 49.62 December 8, 2010 566,250 

62,500 49.62 December 8, 2011 566,250 

62,500 49.62 December 8, 2012 566,250 

62,500 49.62 December 8, 2013 566,250 

178,125 49.90 January 9, 2014 1,563,938 

Total 1,500,000   7,625,063 

 

 Option-based Awards 

Name 

Number of 

securities 

underlying 

unexercised 

options (#) 

Option 

exercise price 

($) 

Option expiration date 

Value of 

unexercised in-

the-money 

options
(1)

 ($) 

Murray E. Hesje 

37,500 63.00 June 28, 2009 - 

37,500 63.00 June 28, 2010 - 

37,500 63.00 June 28, 2011 - 

37,500 99.00 June 28, 2012 - 

12,500 93.85 May 22, 2010 - 

12,500 93.85 May 22, 2011 - 

12,500 93.85 May 22, 2012 - 

12,500 93.85 May 22, 2013 - 

37,500 98.64 June 28, 2013 - 

12,500 49.62 December 8, 2010 113,250 

12,500 49.62 December 8, 2011 113,250 

12,500 49.62 December 8, 2012 113,250 

12,500 49.62 December 8, 2013 113,250 

Total 287,500   453,000 
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 Option-based Awards 

Name 

Number of 

securities 

underlying 

unexercised 

options (#) 

Option 

exercise price 

($) 

Option expiration date 

Value of 

unexercised in-

the-money 

options
(1)

 ($) 

William T. Hornaday 

80,000 37.45 April 30, 2009 1,698,400 

100,000 45.20 December 2, 2009 1,348,000 

50,000 53.70 January 9, 2010 249,000 

50,000 53.70 January 9, 2011 249,000 

12,500 63.00 June 28, 2009 - 

12,500 63.00 June 28, 2010 - 

12,500 63.00 June 28, 2011 - 

18,750 80.90 December 18, 2011 - 

50,000 89.99 January 9, 2013 - 

6,250 93.85 May 22, 2010 - 

6,250 93.85 May 22, 2011 - 

6,250 93.85 May 22, 2012 - 

6,250 93.85 May 22, 2013 - 

12,500 98.64 June 28, 2013 - 

31,250 49.62 December 8, 2010 283,125 

31,250 49.62 December 8, 2011 283,125 

31,250 49.62 December 8, 2012 283,125 

31,250 49.62 December 8, 2013 283,125 

50,000 49.90 January 9, 2014 439,000 

Total 598,750   5,115,900 

Note: 

(1) The value of the option-based awards outstanding at March 31, 2009 that would vest in the event of a change of control was calculated based on 

the closing price of the Common Shares on the TSX on March 31, 2009 of $58.68. 

Incentive plan awards – value vested or earned during the year 

The following table sets forth details of the value vested or earned during the year ended March 31, 2009 for each 

incentive plan award to the Named Executive Officers. 

Name 
Option-based awards – Value vested 

during the year ($) 

Non-equity incentive plan 

compensation – Value earned during 

the year ($) 

Edward S. Sampson 1,695,750 269,100 

Murray E. Hesje 1,302,750 85,387 

William T. Hornaday 2,035,000 186,300 

Option-based Awards 

All option-based awards referred to in this section relate to stock options granted under the Option Plan, as described 

earlier in this Information Circular.  The value of unexercised in-the-money options outstanding at March 31, 2009 that would 

vest in the event of a change of control was calculated based on the closing price of the Common Shares on the TSX on March 

31, 2009 of $58.68. The value of option-based awards vested during the year is the aggregate dollar value that would have 

been realized if the options constituting the option-based awards had been exercised on their vesting dates and was 

calculated based on the difference between the market price of the underlying securities on the applicable vesting date and 

the exercise price of the in-the-money options on such vesting date. 
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Non-equity Incentive Plan Compensation 

 All non-equity incentive plan compensation referred to in this section relate to cash payments made under the 

Corporation's bonus plan, as described earlier in this Information Circular. 

Termination and Change of Control Benefits 

The Corporation does not provide termination benefits to its employees, except as required by law.  In the event an 

employee is terminated or ceases to be employed by the Corporation, any unvested stock options are forfeited and the 

employee has 30 days from the date of ceasing employment to exercise any vested stock options. 

The Corporation has a change of control agreement with each Named Executive Officer, which provides for payments 

in the event of a "change of control" of the Corporation.  In certain circumstances when a change of control of the 

Corporation occurs, payments will be made to the Named Executive Officers.  The definition of "change of control" in these 

agreements includes (i) a change in ownership of Common Shares which results in a person or group of persons acting jointly 

or in concert (or their affiliates or associates) being in a position to exercise effective control of the Corporation (which shall 

be deemed to include ownership or control of in excess of 50% of the Common Shares) and (ii) the sale, lease or transfer of 

all or substantially all of the assets of the Corporation.  In addition, upon the occurrence of a change of control, all 

outstanding options will immediately vest and become exercisable. 

The following table outlines payments that would be made by the Corporation to Named Executive Officers and the 

value of option-based awards that would vest in the event of a change of control. 

Name 

Description of change 

of control 

compensation 

Change of control 

compensation ($) 

Value of outstanding 

options ($)
(1)

 
Total ($) 

Edward S. Sampson 

24 months salary plus 

the amount of bonus 

received in the 

previous year 

1,569,100 7,625,063 9,194,163 

Murray E. Hesje 
18 months salary plus 

the amount of the 

bonus received in the 

previous year 

535,387 453,000 988,387 

William T. Hornaday 861,300 5,115,900 5,977,200 

Note: 

(1) The value of the option-based awards outstanding at March 31, 2009 that would vest in the event of a change of control was calculated based on 

the closing price of the Common Shares on the TSX on March 31, 2009 of $58.68. 

The Corporation also has change of control agreements with employees who are not Named Executive Officers.  In the 

event of a change of control, each of (i) the middle management and senior professionals of the Corporation will receive an 

amount equal to 12 months’ worth of his or her salary plus the amount of bonus received by him or her in the previous year, 

(ii) the junior professionals and clerical staff of the Corporation will receive an amount equal to three months’ worth of his or 

her salary plus one month for each year of service to the Corporation to a maximum of 12 months plus the amount of bonus 

received by him or her in the previous year, and (iii) the non-management directors of the Corporation in an amount equal to 

$100,000. 
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Director Compensation 

Director compensation table 

The following table sets forth all amounts of compensation provided to the directors of the Corporation, other than 

directors who are also Named Executive Officers, for the year ended March 31, 2009.  The compensation of the directors who 

are also Named Executive Officers, namely, the President, Chief Executive Officer, Chairman of the Board and the Chief 

Operating Officer, are included under "Statement of Executive Compensation – Summary Compensation Table". 

Name Fees earned ($) 
Option-based 

awards ($)
(1)

 

All other 

compensation 

($) 

Total ($) 

C. J. (Jim) Cummings 25,000 614,365 - 639,365 

Walter DeBoni 25,000 614,365 - 639,365 

Conrad P. Kathol 25,000 1,153,515 - 1,178,515 

Wendell W. Robinson 25,000 1,371,249 - 1,396,249 

Fees Earned 

The Board, through the Compensation Committee, periodically reviews the adequacy and form of compensation of 

directors.  Since January 1, 2005, the directors (other than Messrs. Sampson and Hornaday) have been, and will continue to 

be, paid $25,000 per annum as compensation for acting as directors of the Corporation.  The directors are reimbursed for any 

third-party costs that they have paid personally, but only for those costs incurred while acting on behalf of the Corporation.   

Option-based Awards 

All option-based awards referred to in this section relate to stock options granted under the Option Plan, as described 

earlier in this Information Circular.  The Corporation uses a Modified Black-Scholes option-pricing-model to calculate the 

grant date fair value of option-based awards.  It is based on the Black-Scholes option-pricing-model and modified to consider 

expected annual dividends per share.  The Corporation chose this methodology because it was the most commonly used 

methodology for valuing options at the time it was implemented.  The weighted average assumptions used by the 

Corporation in the Black-Scholes-Merton option-pricing model with respect to the options granted to the directors named 

above were a volatility of 55.2%, a forfeiture rate of 0%, an interest rate of 1.90% and an annual dividend of $0.12 per share. 

Incentive Plan Awards – Outstanding Option-based Awards 

The following option-based awards were outstanding for each director, other than directors who are also Named 

Executive Officers, as at March 31, 2009.  The option-based awards of the directors who are also Named Executive Officers, 

namely, the President, Chief Executive Officer, Chairman of the Board and the Chief Operating Officer, are included under 

"Statement of Executive Compensation – Incentive Plan Awards". 
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 Option-based Awards 

Name 

Number of 

securities 

underlying 

unexercised 

options (#) 

Option 

exercise price 

($) 

Option expiration date 

Value of 

unexercised in-

the-money 

options
(1)

 ($) 

C. J. (Jim) Cummings 

100,000 41.00 November 14, 2010 1,768,000 

25,000 80.90 December 18, 2011 - 

6,250 49.62 December 8, 2010 56,625 

6,250 49.62 December 8, 2011 56,625 

6,250 49.62 December 8, 2012 56,625 

6,250 49.62 December 8, 2013 56,625 

Total 150,000   1,994,500 

 

 Option-based Awards 

Name 

Number of 

securities 

underlying 

unexercised 

options (#) 

Option 

exercise price 

($) 

Option expiration date 

Value of 

unexercised in-

the-money 

options
(1)

 ($) 

Walter DeBoni 

100,000 41.00 November 14, 2010 1,768,000 

25,000 80.90 December 18, 2011 - 

6,250 49.62 December 8, 2010 56,625 

6,250 49.62 December 8, 2011 56,625 

6,250 49.62 December 8, 2012 56,625 

6,250 49.62 December 8, 2013 56,625 

Total 150,000   1,994,500 

 

 Option-based Awards 

Name 

Number of 

securities 

underlying 

unexercised 

options (#) 

Option 

exercise price 

($) 

Option expiration date 

Value of 

unexercised in-

the-money 

options
(1)

 ($) 

Conrad P. Kathol 

12,500 53.70 January 9, 2010 62,250 

12,500 53.70 January 9, 2011 62,250 

6,250 63.00 June 28, 2009 - 

6,250 63.00 June 28, 2010 - 

6,250 63.00 June 28, 2011 - 

12,500 93.00 November 22, 2009 - 

12,500 93.00 November 22, 2010 - 

12,500 93.00 November 22, 2011 - 

12,500 93.00 November 22, 2012 - 

12,500 89.99 January 9, 2013 - 

6,250 98.64 June 28, 2013 - 

6,250 49.62 December 8, 2010 56,625 

6,250 49.62 December 8, 2011 56,625 

6,250 49.62 December 8, 2012 56,625 

6,250 49.62 December 8, 2013 56,625 

12,500 49.90 January 9, 2014 109,750 

Total 150,000   460,750 
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 Option-based Awards 

Name 

Number of 

securities 

underlying 

unexercised 

options (#) 

Option 

exercise price 

($) 

Option expiration date 

Value of 

unexercised in-

the-money 

options
(1)

 ($) 

Wendell W. Robinson 

12,500 53.70 January 9, 2010 62,250 

12,500 53.70 January 9, 2011 62,250 

6,250 63.00 June 28, 2009 - 

6,250 63.00 June 28, 2010 - 

6,250 63.00 June 28, 2011 - 

31,250 80.90 December 18, 2011 - 

25,000 89.99 January 9, 2013 - 

12,500 98.64 June 28, 2013 - 

6,250 49.62 December 8, 2010 56,625 

6,250 49.62 December 8, 2011 56,625 

6,250 49.62 December 8, 2012 56,625 

6,250 49.62 December 8, 2013 56,625 

12,500 49.90 January 9, 2014 109,750 

Total 150,000   460,750 

Note: 

(1) The value of the option-based awards outstanding at March 31, 2009 that would vest in the event of a change of control was calculated based on 

the closing price of the Common Shares on the TSX on March 31, 2009 of $58.68. 

Incentive plan awards – Value vested or Earned during the year 

The following table sets forth details of the value vested or earned during the year ended March 31, 2009 for each 

incentive plan award to directors of the Corporation who are not also Named Executive Officers.  The vested value of option-

based awards of the directors who are also Named Executive Officers, namely, the President, Chief Executive Officer, 

Chairman of the Board and the Chief Operating Officer, are included in the incentive plan awards table above. 

Name 
Option-based awards – Value vested 

during the year ($) 

C. J. (Jim) Cummings 233,500 

Walter DeBoni 233,500 

Conrad P. Kathol 217,125 

Wendell W. Robinson 217,125 

Option-based Awards 

All option-based awards referred to in this section relate to stock options granted under the Option Plan, as described 

earlier in this Information Circular.  The value of unexercised in-the-money options outstanding at March 31, 2009 that would 

vest in the event of a change of control was calculated based on the closing price of the Common Shares on the TSX on March 

31, 2009 of $58.68. The value of option-based awards vested during the year is the aggregate dollar value that would have 

been realized if the options constituting the option-based awards had been exercised on their vesting dates and was 

calculated based on the difference between the market price of the underlying securities on the applicable vesting date and 

the exercise price of the in-the-money options on such vesting date. 
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EQUITY COMPENSATION PLAN INFORMATION 

The following table sets out information with respect to compensation plans under which equity securities of the 

Corporation were authorized for issuance as at March 31, 2009: 

Plan Category 

Number of securities to be 

issued upon exercise of 

outstanding options, 

warrants and rights 

Weighted-average exercise 

price of outstanding options, 

warrants and rights ($) 

Number of securities 

remaining available for 

future issuance under equity 

compensation plans 

(excluding securities 

reflected in column (a)) 

 (a) (b) (c) 

Equity compensation plans 

approved by securityholders
(1)

 
4,030,750 64.69 899,063

(2)
 

Equity compensation plans not 

approved by securityholders 
N/A N/A N/A 

Total 4,030,750 64.69 899,063 

Note: 

(1) The number of Common Shares issuable under the Option Plan is 10% of the total outstanding Common Shares. 

(2) This number represents 10% of the total outstanding Common Shares less the number of stock options of the Corporation outstanding as at the 

date hereof.  See "Statement of Executive Compensation – Compensation Discussion and Analysis – Executive Compensation – Stock Option Plan". 

INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS 

No individual who is, or at any time during the most recently completed financial year was, a director or executive 

officer of the Corporation, each proposed nominee for election as a director of the Corporation and each associate of the 

foregoing, has been, at any time, indebted to the Corporation or has indebtedness to another entity that is the subject of a 

guarantee, support agreement, letter of credit or other similar arrangement or understanding provided by the Corporation. 

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS 

No informed person of the Corporation (meaning any director or executive officer of the Corporation, any insider of 

the Corporation, and any director or executive officer of a person or company that is itself an informed person of the 

Corporation), nor any proposed nominee for election as a director of the Corporation, nor any associate or affiliate of any one 

of them, has had any material interest in any transaction or proposed transaction that has materially affected or will 

materially affect the Corporation or any of its subsidiaries at any time since the beginning of the most recently completed 

financial year of the Corporation. 

CORPORATE GOVERNANCE PRACTICES 

National Policy 58-201 Corporate Governance Guidelines provides guidance on corporate governance practices.  These 

guidelines, while not mandatory, deal with the constitution of boards of directors and board committees, their functions, 

their independence from management and other means of addressing corporate governance practices.  National 

Instrument 58-101 Disclosure of Corporate Governance Practices requires that if management of an issuer solicits proxies 

from its securityholders for the purpose of electing directors, certain prescribed disclosure respecting corporate governance 

matters be included in its management information circular. 
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Set out below is a description of the Corporation's current corporate governance practices, relative to Form 58-101F1 

requirements (which are set out below in italics). 

1. Corporate Governance  

Disclose the identity of directors who are independent. 

C. J. (Jim) Cummings, Walter DeBoni, Conrad Kathol and Wendell W. Robinson are independent, unrelated directors of 

the Corporation. 

Disclose the identity of directors who are not independent, and describe the basis for that determination. 

Edward S. Sampson and William T. Hornaday are not independent directors as they are both executive officers of the 

Corporation.  

Disclose whether or not a majority of directors are independent.  If a majority of directors are not independent, 

describe what the board of directors (the board) does to facilitate its exercise of independent judgment in carrying out 

its responsibilities. 

A majority of the Corporation's directors are independent.  

If a director is presently a director of any other issuer that is a reporting issuer (or the equivalent) in a jurisdiction or a 

foreign jurisdiction, identify both the director and the other issuer. 

The following directors of the Corporation sit on the boards of other reporting issuers listed on the TSX: 

 C. J. (Jim) Cummings sits on the board of Kroes Energy Inc. 

 Walter DeBoni sits on the board of ARC Resources Ltd. (the administrator of ARC Energy Trust (AET.UN)), 

Sterling Resources Ltd. (SLG) and PetroWest Energy Services Trust (PRW.UN). 

Disclose whether or not the independent directors hold regularly scheduled meetings at which non-independent 

directors and members of management are not in attendance.  If the independent directors hold such meetings, 

disclose the number of meetings held since the beginning of the issuer's most recently completed financial year.  If the 

independent directors do not hold such meetings, describe what the board does to facilitate open and candid 

discussion among its independent directors. 

The independent directors of the Corporation meet regularly without non-independent directors and management at 

the conclusion of each scheduled Board meeting and whenever they see fit.  There were ten board meetings held 

since April 1, 2008. 

In addition, the Audit Committee and the Compensation Committee are comprised entirely of independent directors.  

Meetings of the Committees provide a forum for open and candid discussion among the Corporation's independent 

directors.  There were 16 committee meetings held since April 1, 2008. 

Disclose whether or not the chair of the board is an independent director.  If the board has a chair or lead director who 

is an independent director, disclose the identity of the independent chair or lead director, and describe his or her role 

and responsibilities.  If the board has neither a chair that is independent nor a lead director that is independent, 

describe what the board does to provide leadership for its independent directors. 

The Chairman of the Board is Mr. Sampson who, as an executive officer, is not an independent director.  The 

Corporation's independent directors each play an important leadership role on the Board and have sufficient influence 

on Board decisions.  To date, a lead director or independent chair has not been considered necessary. 
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Disclose the attendance record of each director for all board meetings held since the beginning of the issuer's most 

recently completed financial year. 

Name Board Meeting Attendance 

Edward S. Sampson 10/10 

C. J. (Jim) Cummings 10/10 

Walter DeBoni 9/10 

William T. Hornaday 8/10 

Conrad P. Kathol 10/10 

Wendell W. Robinson 10/10 

2. Board Mandate 

Disclose the text of the board's written mandate. If the board does not have a written mandate, describe how the 

board delineates its role and responsibilities. 

The Board mandate is included in Schedule A. 

3. Position Descriptions 

Disclose whether or not the board has developed written position descriptions for the chair and the chair of each board 

committee.  If the board has not developed written position descriptions for the chair and/or the chair of each board 

committee, briefly describe how the board delineates the role and responsibilities of each such position. 

The Board, in conjunction with the Chairman of the Board, has developed a written position description for the 

Chairman of the Board. The Board has not developed a written position for the chair of each board committee. 

The Board of Directors has four committees: the Audit Committee, the Environment and Reserves Committee; the 

Compensation Committee; and the Corporate Governance Committee. The Chair of each committee oversees the 

meetings of each committee, and is charged with the responsibility of reporting to the Board of Directors on the work 

of each such committee in the discharge of the duties and responsibilities assigned to each such committee. 

Disclose whether or not the board and CEO have developed a written position description for the CEO.  If the board and 

CEO have not developed such a position description, briefly describe how the board delineates the role and 

responsibilities of the CEO. 

The Board, in conjunction with the Chief Executive Officer has developed a written position description for the Chief 

Executive Office. 

4. Orientation and Continuing Education 

Briefly describe what measure the board takes to orient new directors regarding the role of the board, its committees 

and its directors and the nature and operation of the issuer's business. 

The Corporation has an orientation program for its new directors.  The orientation program is designed to build each 

director's understanding of and identification with the Corporation by: 

a) providing an introduction to the Corporation, notably through an interview with the Chairman of the Board 

and other board members; 

b) providing presentations on and tours of the Corporation's operations, in all countries, at any time; 
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c) providing an introduction to selected members of the Corporation's team, notably through an interview with 

the Chairman and management; 

d) providing an overview of the Corporation's corporate governance; 

e) providing an introduction to governance practices; 

f) clarifying the expectations of directors, noting that this process will have begun from the initial contact of the 

director by the Corporation's Corporate Governance Committee; 

g) exposing the directors to the Corporation's organization structure; and 

h) acquainting directors with the Corporation's annual objectives and ongoing operations. 

Briefly describe what measures, if any, the board takes to provide continuing education for its directors.  If the board 

does not provide continuing education, describe how the board ensures that its directors maintain the skill and 

knowledge necessary to meet their obligations as directors. 

The Corporation provides educational information on relevant topics in the form of documents and formal 

presentations to the Board.  The Corporation encourages the directors to enroll in courses and programs that will 

enhance their knowledge and skills in areas that are relevant to their roles as directors and committee members of the 

Corporation. 

The directors of the Corporation are encouraged to make site visits and participate in a strategic planning session.  The 

Corporation places an obligation on its directors to maintain a high level of knowledge of the industry and their 

professional skills. 

5. Ethical Business Conduct 

Disclose whether or not the board has adopted a written code for the directors, officers and employees.  Disclose how a 

person or company may obtain a copy of the code.  Describe how the board monitors compliance with its code, or if the 

board does not monitor compliance, explain whether and how the board satisfies itself regarding compliance with its 

code. 

A written code of conduct has been implemented by the Corporation for all directors, officers and employees.  A 

person may obtain a copy of the code by visiting the Corporation's page at www.sedar.com.  The board monitors 

compliance with the code through communications with management, reports through the whistleblower policy and 

employee signoff of compliance with the code. 

Describe any steps the board takes to ensure directors exercise independent judgment considering transactions and 

agreements in respect of which a director or executive officer has a material interest. 

The directors and officers are required to complete an annual statement of compliance under the Corporation’s code 

of conduct policy. This ensures directors exercise independent judgement in considering transactions and agreements 

in respect of which a director or executive officer has a material interest. The board ensures that a director who has a 

material interest in a transaction or agreement doesn’t participate in discussions if competitive information is being 

presented or vote on that matter at board meetings. 

Should such a circumstance arise, the matter would be referred to the Audit Committee and the Chairman of the 

Board for appropriate action. 
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Describe any other steps the board takes to encourage and promote a culture of ethical business conduct. 

The Corporation is committed to the highest standards of openness, honesty and accountability.  To this end, in 

addition to the code of conduct applicable to employees, the Corporation has adopted a whistleblower policy.  This 

policy provides an avenue for individuals to confidentially and anonymously report, directly to the Board, complaints 

and concerns regarding accounting, internal auditing controls or auditing matters without the fear of victimization, 

discrimination or disadvantage. 

The Corporation also has a share trading policy.  The share trading policy prescribes rules for Restricted Persons and 

Employees (as such terms are defined in the policy) with respect to trading in securities in the capital of the 

Corporation by these individuals when there is undisclosed material information or undisclosed pending material 

developments with respect to the Corporation.  

6. Nomination of Directors 

Describe the process by which the board identifies new candidates for board nomination. 

The Corporation's Corporate Governance Committee, consisting of a majority of independent directors, considers and 

recommends candidates to fill new positions on the Board created either by expansion or vacancies created by the 

resignation, retirement or removal of any of the Corporation's directors. 

Disclose whether or not the board has a nominating committee composed entirely of independent directors.  If the 

board does not have a nominating committee composed entirely of independent directors, describe what steps the 

board takes to encourage an objective nomination process. 

The Board does not have a separate nominating committee; however, the Corporate Governance Committee is 

charged with the responsibility for handling the nomination process.  The Corporate Governance Committee is 

comprised of a majority of independent directors.  The fact that a majority of the members of the Corporate 

Governance Committee are independent ensures that the nomination process is objective. 

7. Compensation 

Describe the process by which the board determines the compensation for the issuer's directors and officers. 

The Board has created a Compensation Committee to review and approve the compensation for the officers of the 

Corporation and to ensure that compensation is fair, equitable and consistent with that of its industry peers.  The 

Corporation compensates its executive officers through a base salary, an annual performance based bonus pool and 

the award of long-term stock options.  

The Compensation Committee generally reviewed compensation arrangements paid by a number of Canadian public 

oil and gas companies that either had growth profiles similar to that of Niko, were of similar size and complexity to 

Niko, or had significant international operations.  The Compensation Committee then set the salary within the context 

of the Corporation's overall compensation package of salary, bonus potential and options, which would allow Niko to 

remain competitive and be consistent with the qualitative parameters referred to above. 

Under Niko's bonus pool, the Compensation Committee allocates a basic aggregate amount on an annual basis.  The 

potential amount of the bonus pool is the sum of the aggregate amount of the current annual salary of each of the 

participants in the plan.  At the beginning of each year, targeted goals are established that are based upon the 

Corporation's budget and development plan for the year.  The targeted goals are for the Corporation as a whole such 

that the potential size of the pool is determined by the total performance of all of the key employees of the 

Corporation in participating toward the achievement of these predefined objectives.  See "Statement of Executive 

Compensation – Compensation Discussion and Analysis – Executive Compensation – Bonus Plan". 
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The Board believes that the grant of options to employees and officers of the Corporation and share ownership by 

these employees and officers serves to motivate achievement of the Corporation's strategic objectives and the result 

will benefit all Shareholders.  Stock options are awarded to employees of the Corporation by the Board based upon 

the recommendation of the Chief Executive Officer and the Chief Operating Officer, who base their decisions upon the 

level of responsibility and contribution of the individuals toward the Corporation's objectives and goals.  Also, the 

Board considers the overall number of stock options that are outstanding relative to the number of outstanding 

Common Shares in determining whether to make any new grants of stock options and the size of such grant. 

The Board, through the Compensation Committee, periodically reviews the adequacy and form of compensation of 

the Board.  Directors are paid $25,000 per annum as compensation for acting as directors of the Corporation.  The 

directors are reimbursed for any third party costs that they have paid personally, but only for those costs incurred 

while acting on behalf of the Corporation.  Members of the Board are entitled to receive options under the 

Corporation's stock option plans. 

The Board grants options to directors as a means to compensate them for their knowledge and advice to the 

management of the Corporation and for their involvement in determining and directing the strategic direction of the 

Corporation.  The number of options granted are based upon competitive requirements to retain experienced 

competent professionals and to ensure concerted attention is paid to critical corporate matters prior to and during 

meetings of the Board, to technical matters for Board Committees, and to consultation and advice to management on 

a continuous basis related to operating, financial and governance matters. 

Disclose whether or not the board has a compensation committee composed entirely of independent directors.  If the 

board does not have a compensation committee composed entirely of independent directors, describe what steps the 

board takes to ensure an objective process for determining such compensation. 

The Compensation Committee is composed entirely of independent directors.  

If the board has a compensation committee, describe the responsibilities, powers and operation of the compensation 

committee. 

The Compensation Committee is responsible for reviewing executive compensation matters and making 

recommendations to the Board for its approval. 

The Compensation Committee considers several factors when making recommendations to management and the 

Board for compensation levels of key management personnel.  These factors included (i) the competitive nature of 

salaries within the oil and gas exploration and development business, (ii) the fact that the Corporation's business is 

predominantly based in Asia, (iii) the respective level of responsibility and authority of each officer, and (iv) the 

exercise of the duties of the respective officers in relation to the successful operation of the business and creation of 

Shareholder value.  The Corporation compensates its executive officers through a base salary, an annual performance-

based bonus pool and the award of long-term stock options. 

If a compensation consultant or advisor has, at any time since the beginning of the issuer's most recently completed 

financial year, been retained to assist in determining compensation for any of the issuer's directors and officers, 

disclose the identity of the consultant or advisor and briefly summarize the mandate for which they have been 

retained.  If the consultant or advisor has been retained to perform any other work for the issuer, state that fact and 

briefly describe the nature of the work. 

Towers Perrin has been retained to provide an Energy Industry Total Rewards Database Report.  This report was 

provided to the Compensation Committee.  The report was used to assist the Compensation Committee in 

determining the compensation for the Corporation's Executive Officers. 
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8. Other Board Committees 

If the board has standing committees other than the audit, compensation and nominating committees, identify the 

committees and describe their function. 

In addition to the Audit Committee and Compensation Committee, the Board has a Corporate Governance Committee 

and an Environment and Reserve Committee.  

The Corporation's Corporate Governance Committee has a mandate to: 

a) make recommendations to the Board with respect to nominees to the Board; 

b) assess the effectiveness of the Board and of its committees; 

c) recommend committee members and the chairs of committees; 

d) develop and maintain appropriate orientation programs for new directors; 

e) monitor procedures to ensure that the Board can function independently of management; 

f) ensure that there is a process in place to allow all levels of employees access to the Board to bring 

"whistleblower" issues to the Board which are not being adequately dealt with by management of the 

Corporation; 

g) ensure that the Corporation's legal counsel, external engineering consultants and external auditors are 

currently instructed to make the Corporation aware of current and evolving legislation, regulations and 

guidelines relating to applicable corporate governance issues; 

h) establish procedures, as required, to enable individual directors to engage outside advisors under appropriate 

circumstances; and 

i) develop the Corporation's approach to corporate governance. 

The mandate of the Corporation's Environment and Reserve Committee is as follows: 

Purpose 

The purpose of the Environment and Reserve Committee (the "Reserve Committee") is to provide assistance to the 

Board with respect to Niko's: 

a) selection and remuneration of the Reserves Evaluator; 

b) establishment of processes and procedures to ensure flow of relevant information to the Reserves Evaluator; 

c) review of the annual and periodic independent engineering reports; 

d) compliance with regulatory requirements; 

e) disclosure of reserves information; 

f) review of the disclosed oil and gas reserves data; and 

g) review of the reserves data of the Reserves Evaluator charged with evaluating Niko's reserves. 

Composition, Procedures and Organization 

The Reserve Committee will be comprised of three or more directors as determined from time to time by resolution of 

the Board. 
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The majority of the members of the Reserve Committee must be independent and, as such, must be free from any 

material relationship that may interfere with the exercise of his or her independent judgment as a member of the 

Reserve Committee. 

Consistent with the appointment of other Board committees, the members of the Reserve Committee will be 

appointed by the Board at the first meeting of the Board following each annual general meeting of the Shareholders or 

at such other time as may be determined by the Board. 

The Reserve Committee will designate the Chairman of the Reserve Committee by majority vote.  The presence in 

person or by telephone of a majority of the Reserve Committee's members constitutes a quorum for any meeting. 

All actions of the Reserve Committee will require a vote of the majority of its members present at a meeting of such 

committee at which a quorum is present. 

All members of the Reserve Committee must be familiar with oil and gas evaluation procedures at the time of 

appointment or become so within a reasonable period of time following such appointment.  The competence of the 

members of the Reserve Committee in this regard will be determined by the Board in the exercise of its business 

judgment. 

At least one member of the Reserve Committee must have expertise in oil and gas evaluation processes and 

procedures, as such qualification may be determined in the business judgment of the Board. 

Accountability and Reporting 

The Reserve Committee is accountable to the Board.  The Reserve Committee must provide the Board with a summary 

of all meetings and its recommendations together with a copy of the minutes of each such meeting.  If applicable, the 

Chairman of the Reserve Committee will provide oral reports as discussed. 

All information reviewed and discussed by the Reserve Committee at any meeting must be retained and made 

available for examination by the Board. 

Meetings 

The Reserve Committee will meet with such frequency and at such intervals as it determines necessary to carry out its 

duties and responsibilities. 

Generally, the Reserve Committee will meet at least two times annually: once prior to the selection of the Reserves 

Evaluator and once prior to public release of the annual reserve estimates.  The Reserve Committee may also be 

directed by the Board to meet more frequently, as circumstances warrant. 

The Chairman of the Reserve Committee will appoint a director, officer or employee of Niko to act as secretary for the 

purpose of recording the minutes of each meeting. 

Reserves Responsibilities 

The Reserve Committee must: 

a) annually review with management of Niko the selection or retention, as the case may be, of a recognized 

Reserves Evaluator that is qualified to prepare an evaluation of the oil and gas reserves of Niko in a manner 

consistent with industry and regulatory standards and requirements and, in the case of a proposed change in 

the Reserves Evaluator, determine the reasons for the proposal and whether there have been any disputes 

between the Reserves Evaluator and management of Niko; 
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b) annually review and approve the expected fees of the Reserves Evaluator; 

c) receive the annual independent evaluation of the oil and gas reserves of Niko and review the scope of work, 

reserves estimates and any material changes to Niko's reserves; 

d) consider and review the input of management into the independent evaluation, the processes for providing 

information and the key assumptions used therein and review Niko's procedures relating to disclosure of 

information with respect to oil and gas activities, including its procedures for complying with the disclosure 

requirements of National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities ("NI 51-101"); 

e) meet with representatives of the Reserves Evaluator to consider and review the overall preparation of the 

evaluation, including: 

 the independence of the Reserves Evaluator; 

 details of arrangements, if any, between Niko and the Reserves Evaluator; 

 sources of information used in preparing the evaluation; 

 access to information; 

 production estimates; 

 price forecasts; 

 sales contracts; 

 operating and capital cost estimates; 

 ownership interests; 

 royalty burdens; 

 reconciliation of reserve additions and revisions; 

 results of field inspections, if any; and 

 matters that would have an effect on the quantity of reserves, production profile or estimated cash flow 

from the oil and gas assets; 

f) review compliance with applicable regulations and policies, including NI 51-101, and, in particular, before 

filing the reserves data and the report of the Reserves Evaluator referred to in section 2.1 of NI 51-101, meet 

with management and the Reserves Evaluator to (i) determine whether any restrictions affect the ability of 

the Reserves Evaluator to report on the reserves data without reservation, (ii) review the reserves data and 

the report of the Reserves Evaluator, and (iii) review and approve the content and filing of Form 51-101F1 

Statement of Reserves Data and Other Oil and Gas Information and the filing of Form 51-101F2 Report on 

Reserves Data by Independent Qualified Reserves Evaluator or Auditor; 

g) review and execute Form 51-101F3 Report of Management and Directors on Oil and Gas Disclosure; and 

h) present reports to the Board of consideration, where necessary. 

9. Assessments 

Disclose whether or not the board, its committees and individual directors are regularly assessed with respect to their 

effectiveness and contribution.  If assessments are regularly conducted, describe the process used for the assessments.  If 

assessments are not regularly conducted, describe how the board satisfies itself that the board, its committees, and its 

individual directors are performing effectively. 
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Directors complete an annual Board Effectiveness Questionnaire commenting on Board responsibility, organization, 

composition, independence from management, operations, effectiveness, and performance.  The results of the 

questionnaires are analyzed by the Chairman of the Board together with the Corporate Governance Committee, who then 

recommend and implement changes to enhance the overall performance of the Board and monitor ongoing progress in any 

areas identified for improvement. 

AUDIT COMMITTEE INFORMATION 

For information on the charter of the audit committee of the Board and for the disclosure regarding the audit 

committee required under Canadian Securities Administrators' National Instrument 52-110 Audit Committees, please see the 

information provided under the heading "Audit Committee" contained in the Corporation's Annual Information Form for the 

year ended March 31, 2009, which document can be found at the Corporation's page on SEDAR at www.sedar.com. 

OTHER MATTERS TO BE ACTED UPON 

Management of the Corporation is not aware of any matter to come before the Meeting other than as set forth in the 

Notice of Meeting.  However, if any other matter properly comes before the Meeting, the Common Shares represented by 

proxy solicited hereby will be voted on such matter in accordance with the best judgment of the person or persons voting the 

proxy. 

ADDITIONAL INFORMATION 

The Corporation shall provide to any person, without charge, following a written or oral request to Mr. Edward 

Sampson, Chairman of the Board of the Corporation, by mail at Suite 4600, 400 – 3
rd

 Avenue S.W., Calgary, Alberta, T2P 4H2 

or by telephone at (403) 262-1020, copies of this Information Circular, the Corporation's annual financial statements and 

management's discussion and analysis and any interim financial statements since March 31, 2009.  Additional information 

relating to the Corporation is available on SEDAR at www.sedar.com.  Furthermore, financial information is provided in the 

Corporation's comparative financial statements and management's discussion and analysis for its most recently completed 

financial year. 

http://www.sedar.com/
http://www.sedar.com/


 

34 
 

Schedule A 

BOARD MANDATE 

The Board of Directors (Board) of NIKO RESOURCES LTD. (NIKO) has the oversight responsibility and duties as 

described herein.  In addition, each Director has the responsibility and duties provided in any other mandate or Position 

Description that applies to them. 

General 

The Board has responsibility for the stewardship of NIKO and its subsidiaries to ensure the long-term financial 

operational viability and efficiency of the Corporation, and to generally further NIKO’s objectives by establishing policies and 

implementing, directing and monitoring the same exercising the care, diligence and skill of a reasonably prudent person in 

comparable circumstances, in good faith with a view to the best interests of NIKO.  Without limiting the generality of the 

foregoing, the Board will perform the following duties. 

Strategic, Operating, Capital Plans and Financing Plans 

 in consultation with the management of NIKO, define the principal objectives of NIKO; 

 require the Chief Executive Officer to present periodically to the Board for approval a long range strategic plan of NIKO 

designed to achieve the principal objectives as adopted by the Board; 

 establish a strategic planning process and monitor performance versus plans; 

 review and approve annual budgets, operating plans, and corporate objectives and monitor performance and 

compliance; 

 identify the principal risks to NIKO and ensure the implementation of systems to mange such risks; 

 review the integrity of internal control and management information systems;  

 approve acquisitions and dispositions and the establishment of credit facilities; 

 confirming on an annual basis the appointment of Officers; 

Monitoring/Implementing 

 monitor NIKO’s progress toward its goals, and revise and amend strategic planning in response to change in business and 

corporate circumstances;  

 monitor employment policies including compensation, performance and succession planning; 

 in consultation with the Chief Executive Officer, establish and monitor and foster ethical and responsible decision making 

by management, and ethical standards to be observed by NIKO and its employees; 

 approve all matters relating to any takeover bid of NIKO;  

 with the advice of the Compensation Committee, monitor and approve compensation of senior management personnel 

and appropriate compensation programs for NIKO’s employees; 

 on the recommendation of the Corporate Governance Committee and Audit Committee, approve NIKO’s Ethics Policy; 

 with the Audit Committee and the Board Chair, respond to potential conflict of interest situations; 
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 monitor compliance with NIKO’s Ethics Policy, and provide for appropriate disclosure of any waivers of the policy for 

directors and officers; 

 review and approve succession, including approving development of and monitoring of the performance of senior 

management personnel; 

 with the Corporate Governance Committee, develop NIKO’s approach to corporate governance; 

 receive for consideration the Corporate Governance Committees evaluation and recommendations of amendments to 

Corporate Governance Policies, the Board Mandate and Position Descriptions; 

 on an annual basis review: 

o The Capital Management Policy 

o The Code of Conduct and Compliance Sign-offs 

o The Communications Policy 

o The Whistleblower Policy 

o The Document Preservation Guidelines 

o The Share Trading Policy 

and amend the same if considered necessary to ensure that such policies are achieving their intended purpose. 

Communications, Disclosure and Compliance 

 ensure timely compliance with the reporting obligations of NIKO, and that the financial performance of NIKO is properly 

reported to shareholders, other security and regulators on a timely and regular basis; 

 recommend to shareholders of NIKO a firm of chartered accountants to be appointed as NIKO’s auditors; 

 ensure the timely reporting of any change in the business, operations or capital of NIKO that would reasonably be 

expected to have a significant effect on the market price or value of the shares of NIKO; 

 ensure the corporate oil and gas reserve report fairly represents the quantity and value of corporate reserves in 

accordance with generally accepted engineering principles; 

 report annually to shareholders on the Boards’ stewardship for the preceding year; 

 establish a process for direct communications with shareholders and other stakeholders through appropriate directors, 

including through the Whistleblower Policy; and  

 ensure that NIKO has a policy in place to enable effective communication with its shareholders and the public generally. 

Governance 

 in consultation with the Chairman of the Board develop a position description for the Chairman of the Board and in 

consultation with the Chief Executive Officer a position description for the Chief Executive Officer and review such 

position descriptions as necessary to ensure the same are practical and appropriate; 

 facilitate the continuity, effectiveness and principles of independence of the Board by, among other things: 

o appointing a Chair of the Board with experience and expertise in foreign investment and operations; 
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o appointing an Audit Committee comprised solely of financially competent independent directors with the 

responsibility to assist the Board in fulfilling its oversight responsibilities with respect to (i) the integrity of annual 

and quarterly financial statements to be provided to shareholders and regulatory bodies; (ii) compliance with 

accounting and finance based legal and regulatory requirements; (iii) the independent auditor’s qualifications and 

independence; (iv) the system of internal accounting and financial reporting controls that Management has 

established; (v) performance of the internal and external audit process and of the independent auditor; and (vi) 

implementation and effectiveness of the Ethics Policy and the compliance programs under the Ethics Policy; 

o appointing a Compensation Committee comprised solely of independent directors with the responsibility to assist 

the Board in fulfilling its oversight responsibilities with respect to (i) key compensation and employment policies; (ii) 

Chief Executive Officer and executive Management compensation; and, (iii) executive Management succession and 

development; 

o appointing an Environmental and Reserves Committee comprised of a majority of independent directors with the 

responsibility to assist the Audit Committee and the Board in fulfilling their oversight responsibilities with respect to 

the annual review of NIKO’s petroleum and natural gas reserves, and disclosure of reserves data and related oil and 

gas and mining activities, and environmental practices; 

o appointing a Corporate Governance Committee comprised of a majority of independent directors with the 

responsibility to assist the Board in fulfilling its oversight responsibilities with respect to (i) the development and 

implementation of principles and systems for the management of corporate governance; (ii) identifying qualified 

candidates and recommending nominees for Director and Board Committee appointments; and, (iii) evaluations of 

the Board, Board Committees, all individual Directors, the Board Chair and Committee Chairs, all with a view to 

ensuring NIKO has corporate governance practices appropriate for NIKO; 

o in the Boards’s discretion, appointing any other Board Committees that the Board decides are needed and delegate 

to those Board Committees any appropriate powers of the Board; 

o defining the terms of reference for the Chairs of such Committees;  

o ensuring that processes are in place and are utilized to assess the effectiveness of the Board and the Committees 

established by the Board; 

o establishing a system to enable any director or Committee to engage an outside advisor at the expense of NIKO; 

o overseeing the development and implementation of the Director orientation program; 

o overseeing the process of the Corporate Governance Committee’s annual evaluation of the performance and 

effectiveness of the Board and Board Committees and participate in the annual evaluation of Board performance by 

the Corporate Governance Committee; 

o receiving and considering a report and recommendations of the Corporate Governance Committee or the results of 

the annual evaluation of Board Performance; 

o review annually the compensation of directors. 
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Delegation 

 The Board may delegate its duties to and receive reports from the Audit, Environment and Reserves, Compensation and 

Corporate Governance and any other committee created by the Board to assist the Board in the performance of its 

duties. 

Composition 

 the Board shall be comprised of at least six individuals appointed by the shareholders at the Annual Meeting; 

 a majority of the Board Members will be independent (within the meaning of National Instrument 58.101) and free from 

any direct or indirect material relationship which could in the opinion of the Board, reasonably interfere with the 

members independent judgment; 

 all Board members will have the skills and abilities appropriate to their appointment as directors, it being recognized that 

an appropriate combination of education, experience and competencies will ensure that the Board will discharge its 

duties effectively.  Board members should have sufficient knowledge of NIKO and petroleum industry to assist in 

providing advice and counsel on relevant issues;  

 Board members shall review available materials in advance of meetings and endeavor to attend all meetings of the Board 

and its subcommittees; 

 once or more annually, as the Corporate Governance Committee decides, this Mandate shall be evaluated and updates 

recommended to the Board for consideration. 


