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ARSENAL ENERGY INC. 

NOTICE OF ANNUAL AND SPECIAL MEETING  OF SHAREHOLDERS OF 
ARSENAL ENERGY INC. 

NOTICE IS HEREBY GIVEN THAT the annual and special meeting (the “Meeting”) of holders of common 
shares of Arsenal Energy Inc. (the “Corporation”) will be held at the Standard Life Building, Conference Centre, 
200, 639 – 5th Avenue S.W., Calgary, Alberta T2P 0M9 on June 19, 2009 at 9:00 a.m. (Mountain Daylight time), for 
the following purposes. 

1. To receive and consider the audited financial statements of the Corporation for the financial year ended 
December 31, 2008 and the report of the auditors thereon; 

2. To fix the board of directors of the Corporation to be elected at the Meeting at six (6) members and to elect 
the board of directors of the Corporation for the ensuing year; 

3. To appoint KPMG LLP, Chartered Accountants, of Calgary, Alberta, as auditors of the Corporation for the 
ensuing year and to authorize the board of directors of the Corporation to fix the auditors’ remuneration; 

4. To consider and, if thought advisable, to approve all unallocated options under the stock option plan of the 
Corporation; 

5. To consider and, if thought advisable, to approve the shareholder rights plan of the Corporation; and 

6. To transact any such other business as may properly be brought before the Meeting or any adjournment 
thereof. 

Shareholders who are unable to attend the Meeting in person are requested to date and execute the enclosed form of 
instrument of proxy and return it in the envelope provided for that purpose. 

DATED at the City of Calgary, in the Province of Alberta, this 20th day of May, 2009. 

 BY ORDER OF THE BOARD OF DIRECTORS 
  
  
 “Tony van Winkoop” 
 Tony van Winkoop 
 President and Chief Executive Officer 

IMPORTANT 

It is desirable that as many common shares as possible be represented at the Meeting.  If you do not expect to attend and would 
like your common shares represented, please complete the enclosed instrument of proxy and return it as soon as possible in the 
envelope provided for that purpose.  To be valid, all instruments of proxy must be deposited at the office of the Registrar and 
Transfer Agent of the Corporation, Computershare Trust Company of Canada, 100 University Avenue, 9th Floor, Toronto, 
Ontario M5J 2Y1 not later than forty-eight (48) hours, excluding Saturdays, Sundays and holidays prior to the time of the 
Meeting or any adjournment thereof.  Late instruments of proxy may be accepted or rejected by the Chairman of the Meeting in 
his sole discretion and the Chairman is under no obligation to accept or reject any late instruments of proxy. 



 



 

 

ARSENAL ENERGY INC. 

ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS 

JUNE 19, 2009 

MANAGEMENT INFORMATION CIRCULAR 

PERSONS MAKING THE SOLICITATION 

This management information circular (“Circular”) is furnished in connection with the solicitation of proxies by 
the management of Arsenal Energy Inc. (“Arsenal” or the “Corporation”), to be used at the annual and special 
meeting (the “Meeting”) of holders of common shares (“Common Shares”) of the Corporation, to be held on June 
19, 2009, at the hour of 9:00 a.m. (Mountain Daylight time), at the Standard Life Building, 200, 639 – 5th Avenue 
S.W., Calgary, Alberta T2P 0M9 in the Conference Centre and at any adjournment thereof for the purposes set out 
in the accompanying notice of meeting (the “Notice”). 

The costs incurred in the preparation and mailing of both the instrument of proxy and this Circular will be borne 
by the Corporation.  In addition to the use of mail, proxies may be solicited by personal interviews, personal 
delivery, telephone or any form of electronic communication or by directors, officers and employees of the 
Corporation who will not be directly compensated therefor. 

In accordance with National Instrument 54-101 Communication with Beneficial Owners of Securities of a 
Reporting Issuer, arrangements have been made with brokerage houses and other intermediaries, clearing 
agencies, custodians, nominees and fiduciaries to forward solicitation materials to the beneficial owners of 
the Common Shares held of record by such persons and the Corporation may reimburse such persons for 
reasonable fees and disbursements incurred by them in doing so.  The costs thereof will be borne by the 
Corporation.  The record date to determine the registered shareholders entitled to receive Notice of the 
Meeting is May 20th, 2009 (the “Record Date”). 

APPOINTMENT, VOTING AND REVOCATION OF PROXIES 

Appointment 

The persons named (the “Management Designees”) in the accompanying instrument of proxy have been 
selected by the board of directors of the Corporation and have indicated their willingness to represent as 
proxy the shareholder who appoints them.  Any shareholder has the right to appoint a person (who need 
not be a shareholder) other than the Management Designees to attend and to vote and act for and on behalf 
of such person at the Meeting.  In order to do so the shareholder may insert the name of such person in the 
blank space provided in the instrument of proxy, or may use another appropriate form of proxy.  All 
instruments of proxy must be deposited with Computershare Trust Company of Canada, 100 University Avenue, 
9th Floor, Toronto, Ontario M5J 2Y1, not later than forty-eight (48) hours (excluding Saturdays, Sundays and 
holidays) prior to the Meeting or any adjournment thereof.  The Chairman of the Meeting may refuse to recognize 
any instrument of proxy received after such time. 

Voting 

Common Shares represented by any properly executed proxy in the accompanying form will be voted or withheld 
from voting on any ballot that may be called for in accordance with the instructions given by the shareholder. In 
the absence of such direction, the Common Shares will be voted in favour of the matters set forth herein. 

The accompanying instrument of proxy confers discretionary authority on the Management Designees with 
respect to amendments or variations to matters identified in the Notice of Meeting or other matters that 
may properly come before the Meeting.  As of the date hereof, management of the Corporation is not aware 
of any such amendments, variations or other matters which may come before the Meeting.   In the event 
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that other matters come before the Meeting, then the management designees intend to vote in accordance 
with the judgement of management of the Corporation. 

Revocation 

In addition to revocation in any other manner permitted by law, a shareholder may revoke a proxy by an 
instrument in writing executed by the shareholder or by the shareholder’s attorney authorized in writing and 
deposited either at the registered office of the Corporation, 1000, Canterra Tower, 400 Third Avenue SW, Calgary, 
Alberta, T2P 4H2, at any time up to and including the last business day preceding the day of the Meeting, or any 
adjournment thereof, at which the proxy is to be used, or with the Chairman of the Meeting prior to the 
commencement of the Meeting on the day of the Meeting or any adjournment thereof. 

ADVICE TO BENEFICIAL SHAREHOLDERS 

The information set forth in this section is of significant importance to many shareholders, as a substantial 
number of shareholders do not hold Common Shares in their own name.  Shareholders who hold their 
Common Shares through their brokers, intermediaries, trustees or other persons, or who otherwise do not hold 
their Common Shares in their own name (referred to herein as “Beneficial Shareholders”) should note that only 
proxies deposited by shareholders who appear on the records maintained by the Corporation’s registrar and 
transfer agent as registered holders of Common Shares will be recognized and acted upon at the Meeting.  If 
Common Shares are listed in an account statement provided to a Beneficial Shareholder by a broker, those 
Common Shares will, in all likelihood, not be registered in the shareholder’s name.  Such Common 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 Limited, which acts as nominee for many Canadian brokerage firms).  In the United 
States, the vast majority of such Common Shares are registered under the name of Cede & Co., the registration 
name for The Depositary Trust Company, which acts as nominee for many United States brokerage firms.  
Common Shares held by brokers (or their agents or nominees) on behalf of a broker’s client can only be voted or 
withheld at the direction of the Beneficial Shareholder.  Without specific instructions, brokers and their agents and 
nominees are prohibited from voting shares for the broker’s clients.  Each Beneficial Shareholder should therefore 
ensure that voting instructions are communicated to the appropriate person well in advance of the Meeting. 

Existing regulatory policy requires brokers and other intermediaries to seek voting instructions from Beneficial 
Shareholders in advance of shareholders’ meetings.  The various brokers and other intermediaries have their own 
mailing procedures and provide their own return instructions to clients, which should be carefully followed by 
Beneficial Shareholders in order to ensure that their Common Shares are voted at the Meeting.  The form of proxy 
supplied to a Beneficial Shareholder by its broker (or the agent of the broker) is substantially similar to the 
instrument of proxy provided directly to registered shareholders by the Corporation.  However, its purpose is 
limited to instructing the registered shareholder (i.e., the broker or agent of the broker) how to vote on behalf of 
the Beneficial Shareholder.  The vast majority of brokers now delegate responsibility for obtaining instructions 
from clients to Broadridge Financial Solutions, Inc. (“Broadridge”) in Canada.  Broadridge typically prepares a 
machine-readable voting instruction form, mails those forms to Beneficial Shareholders and asks Beneficial 
Shareholders to return the forms to Broadridge, or otherwise communicate voting instructions to Broadridge (by 
way of the Internet or telephone, for example).  Broadridge then tabulates the results of all instructions received 
and provides appropriate instructions respecting the voting of shares to be represented at the Meeting.  A 
Beneficial Shareholder who receives a Broadridge voting instruction form cannot use that form to vote 
Common Shares directly at the Meeting.  The voting instruction forms must be returned to Broadridge (or 
instructions respecting the voting of Common Shares must otherwise be communicated to Broadridge) well 
in advance of the Meeting in order to have the Common Shares voted.  If you have any questions respecting 
the voting of Common Shares held through a broker or other intermediary, please contact that broker or 
other intermediary for assistance. 

Although a Beneficial Shareholder may not be recognized directly at the Meeting for the purposes of voting 
Common Shares registered in the name of his broker, a Beneficial Shareholder may attend the Meeting as 
proxyholder for the registered shareholder and vote the Common Shares in that capacity.  Beneficial 
Shareholders who wish to attend the Meeting and indirectly vote their Common Shares as proxyholder for 
the registered shareholder, should enter their own names in the blank space on the form of proxy provided 
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to them and return the same to their broker (or the broker’s agent) in accordance with the instructions 
provided by such broker. 

All references to shareholders in this Circular and the accompanying form of proxy and Notice of Meeting are to 
registered shareholders unless specifically stated otherwise. 

VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF 

Registered holders of Common Shares as shown on the shareholders’ list prepared as of the Record Date will be 
entitled to vote such shares at the Meeting on the basis of one vote for each Common Share held, except to the 
extent that the person has transferred the ownership of any of their Common Shares after the Record Date, and the 
transferee of those shares produces properly endorsed share certificates, or otherwise establishes that they own the 
Common Shares, and demands, not later than ten (10) days before the Meeting, or shorter period before the 
Meeting that the by-laws of the Corporation may provide, that their name be included in the list before the 
Meeting, in which case the transferee is entitled to vote their Common Shares at the Meeting. 

As of the Record Date, 101,249,646 of the Corporation’s unlimited authorized voting Common Shares were issued 
and outstanding.  The Corporation is also authorized to issue an unlimited number of preferred shares, none of 
which are issued.  In addition, there are 9,049,000 Common Shares issuable upon exercise of previously granted 
stock options. 

The By-laws of the Corporation provide that a quorum of shareholders is present at a meeting of shareholders if at 
least two persons are present in person, each being a shareholder entitled to vote thereat or a duly appointed proxy, 
and who hold or represent by proxy in the aggregate not less than five percent (5%) of the outstanding Common 
Shares entitled to be voted at the meeting.  

To the knowledge of the Corporation’s directors and executive officers, and as of the date hereof, no person 
beneficially owns, or controls or directs, directly or indirectly, more than 10% of the voting rights attached to all 
outstanding Common Shares. 

COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS 

Compensation Discussion and Analysis 

Objectives 

The Corporation has a Compensation Committee, whose mandate includes the review and setting of executive 
compensation.  The Compensation Committee, in arriving at its compensation decisions, considers the long-term 
interest of the Corporation and its stakeholders, and its historical and current stage of development. Based on these 
considerations, compensation is designed, reviewed and adjusted using performance enhancement as the major 
goal. The Compensation Committee makes specific recommendations to the board of directors of the Corporation 
(the “Board”) with respect to compensation paid to its executive officers. 

The objectives of the Corporation’s executive compensation program are twofold, namely:  (i) to enable the 
Corporation to attract and retain highly qualified and experienced individuals to serve as officers; and (ii) to align 
the compensation levels available to the officers to the successful implementation of the Corporation’s strategic 
plans. 

Compensation Process 

The Chief Executive Officer and management recommends to the Compensation Committee the individual annual 
base salaries and bonuses for each executive officer.  In doing so, Arsenal participates in an annual compensation 
survey of oil and gas exploration and production companies.  Management compares the base salary and benefits 
for each employee against industry comparable positions and annually recommends adjustments to the 
Compensation Committee.  The Compensation Committee takes these recommendations into consideration when 
making final decisions on compensation for those executive officers.  Compensation decisions regarding the Chief 
Executive Officer are made entirely by the Compensation Committee. 
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The Compensation Committee strives to find a balance among current versus long-term compensation and cash 
versus equity incentive compensation. Cash payments primarily reward recent performance and equity incentive 
rewards encourage executive officers to continue to deliver results over a longer period of time and serve as a 
retention tool. 

The Compensation Committee does not use formulas in determining the amount and mix of compensation.  The 
Compensation Committee evaluates a broad range of both quantitative and qualitative factors including reliability 
in delivering financial and growth targets, a track record of integrity, good judgment, the vision and ability to 
create further growth and the ability to lead others.  The evaluation of an executive officer’s performance against 
his stated objectives will play an important role in awarding the discretionary annual cash bonus and also 
contribute to a determination of overall compensation.  For annual long-term incentive awards, the Compensation 
Committee primarily considers an executive officer’s potential for future successful performance and leadership as 
part of the executive management team, taking into account past performances as a key indicator. 

The compensation of the Chief Executive Officer, executive officers and management of competitors is 
considered, to the extent publicly available, in determining compensation.   

Components of Compensation 

The Corporation’s executive compensation program consists of a combination of the following significant 
elements, namely: base salary, the payment of bonuses where appropriate under the Bonus Plan (as hereinafter 
defined) and participation in the Option Plan (as hereinafter defined) and the ESSP (as hereinafter defined).  
Extended health care, dental and insurance benefits are provided to all employees, including the Named Executive 
Officers.  The elements of the Corporation’s compensation program are designed to attract and retain highly 
qualified people and to align their interest with those of the shareholders of the Corporation and the Corporation 
chooses to pay these elements to maintain a competitive position in the marketplace.  The maximization of 
shareholder value is encouraged by making long-term equity incentives a major component of the compensation 
regime, particularly for the Chief Executive Officer. 

Bonus Plan 

All regular full-time employees of Arsenal, including the Named Executive Officers, as such term is defined in 
securities legislation, are eligible to participate in the bonus plan of the Corporation (the “Bonus Plan”).  The 
Bonus Plan is designed to reward employees collectively and individually for superior performance.  The overall 
payout under the Bonus Plan is discretionary and determined by the Compensation Committee and is dependent on 
overall corporate performance against budgeted expectations and against performance by industry peers.  
Maximum payouts pursuant to the Bonus Plan are 30% of base payroll with a targeted payout of 20% of base 
payroll.  Management subdivides the bonus pool between employees based on individual performance.  The 
Compensation Committee retains the right to pay no bonus when Arsenal’s financial position is deteriorating.  In 
January of 2009, the Compensation Committee elected to defer bonus payments for the calendar year 2008 until 
commodity prices recover. 

Employee Share Ownership Plan 

The employee stock savings plan (the “ESSP”) provides an opportunity for all employees to invest in Common 
Shares on a monthly basis.  The plan was implemented to assist employees to acquire Common Shares thereby 
becoming owners of Arsenal and aligning the employee’s interest with that of Arsenal. The savings plan is a 
voluntary plan available to all full time employees, including executive officers after three months of service.  
Eligible employees may choose to participate in the ESSP by payroll deduction to purchase Common Shares in the 
public market through a brokerage firm retained and compensated by Arsenal.  Participants may contribute up to 
7.5% of their monthly base salary to the ESSP with a corresponding matching by Arsenal of the employee’s 
contribution.  The maximum total annual contribution by the employee and Arsenal to the Plan is limited to the 
maximum annual contribution limit to an Registered Savings Plan. 

Option Plan 

The stock option plan (the “Option Plan”) of the Corporation was approved by the shareholders of the Corporation 
effective May 11, 2006, as amended May 31, 2007.  The Option Plan permits the granting of options (“Options”) 
to purchase Common Shares to the Corporation’s employees, officers, directors and consultants for the purpose of 
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developing the interest of the participants in the growth and development of the Corporation and to better enable 
the Corporation to attract and retain persons of desired experience and ability.  The Option Plan provides that the 
Board may determine the exercise price of the Option provided that the exercise price must not be less than the 
market price, which means, when the Common Shares are trading on an exchange, the closing price of the 
Common Shares on the principal stock exchange on which they are traded on the last business day preceding the 
grant of the Option, and may not be less than that permitted by the Toronto Stock Exchange (the “TSX”).  
Substantially all of the Options have been granted so as to vest over 18 months from the date of grant.  The Option 
Plan provides that the Board may, in its sole discretion and without further approval of the shareholders of the 
Corporation, amend, suspend, terminate or discontinue the Option Plan and may amend the terms and conditions 
of Options granted under the Option Plan (including the exercise price of the Options, the expiry date of the 
Options and the termination provisions of the Options), subject to any required approval of any regulatory 
authority or the TSX.  Disinterested shareholder approval will be required for any reduction in the exercise price or 
the expiry date of Options granted to insiders of the Corporation.  The approval of the shareholders of the 
Corporation will be required for amendments to the Option Plan which amend the number of Common Shares 
issuable pursuant to Options issued thereunder, which add any form of financial assistance by the Corporation for 
the exercise of an Option or which change the class of participants which may broaden or increase participation by 
insiders of the Corporation.  Participation in the Option Plan is voluntary.  Options granted under the Option Plan 
will be for a term of no longer than five years.  The interest of any optionee under the Option Plan is not 
transferable or alienable by the optionee either by assignment or in any manner.  If any optionee ceases to be a 
participant as a result of permanent physical or mental disability or death, then, to the extent vested, Options may 
be exercised for a period of one year thereafter.  If an optionee ceases to be a participant for reasons other than 
permanent physical or mental disability or death and is terminated without notice or entitlement to notice or 
compensation in lieu thereof, the optionee may exercise the Options, to the extent they have vested as of the date 
of ceasing to be a participant.  If the optionee ceases to be a participant for any reasons other than as described 
above, the optionee may exercise the Options, to the extent they have vested, when reasonable notice has been 
given, on the date the optionee ceases to be a participant and when compensation is paid in lieu of notice, for 21 
days after the date the optionee ceases to be a participant. The Option Plan provides for the extension of the expiry 
date of any Option, which would otherwise expire during a “black-out period” for ten (10) business days from the 
date that any “black-out period” ends.  In the event of any change in the Common Shares through subdivision, 
consolidation, reclassification, amalgamation, merger or otherwise or in the event of any other change in the 
Common Shares, the Board may proportionately adjust the number of Common Shares that may be issued under 
existing Option agreements.  In the event of a change of control, all unexercised and unvested outstanding Options 
shall immediately vest and be exercisable, but may only be purchased for tender to the subject transaction.  If the 
subject transaction is not completed, any Common Shares issued and tendered pursuant to the transaction shall be 
deemed to be cancelled and returned to treasury.  Each participant may exercise a put right to require the 
Corporation to purchase all or part of the then vested Options which it may hold, provided, however, that the 
Corporation may at its sole discretion decline to accept and accordingly, have no obligations with respect to the 
exercise of the put right from time to time.  The Corporation will purchase such options at a price equal to the 
excess of the closing price of the Common Shares on the principal stock exchange on which they are traded on the 
date of receipt of the put notice by the Corporation over the exercise price for each Option being purchased under 
the put or such other amount as may be agreed to by the Optionee and the Corporation.  

The Option Plan currently provides that no more than 10,124,964 Common Shares (which is equal to 10% of the 
currently issued and outstanding Common Shares) may be reserved for issuance upon the exercise of Options 
granted pursuant to the Option Plan.  Of the 10,124,964 Common Shares which may be reserved for issuance upon 
the exercise of Options, 9,049,000 (which is equal to approximately 8.94% of the issued and outstanding Common 
Shares) are subject to currently issued and outstanding Options and 1,075,964 (which is equal to approximately 
1.06% of the issued and outstanding Common Shares) are currently available for future grants of Options.  The 
aggregate number of Common Shares issuable under the Option Plan and under any other security based 
compensation arrangement, if any, and:  (i) issued to insiders, within any one year period, shall not exceed ten 
(10%) percent of the issued and outstanding Common Shares; and (ii) issuable to Insiders, shall not exceed ten 
(10%) percent of the issued and outstanding Common Shares. 

Allocations of Options to employees are based on industry comparable allocations for similar positions.  Each 
year, approximately one half of the available unissued Options are granted.  Options are granted annually in 
January by the Compensation Committee with input from Arsenal management.   New employees generally 
receive an initial grant that is double what they would normally receive annually.  In January 2009, employees 
were granted a total of 1,488,000 Options at an exercise price of $0.205 per Option. 
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Performance Graph 

The following graph compares the yearly percentage change in the cumulative shareholder return over the last five 
years of the Common Shares (assuming a $100 investment was made on December 31, 2003) and the cumulative 
total return of the S&P/TSX Composite Index and the S&P/TSX Capped Energy Index. 
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 Dec 31, 2003 Dec 31, 2004 Dec 31, 2005 Dec 31, 2006 Dec 31, 2007 Dec 31, 2008 
Common Shares $100 $142 $283 $130 $68 $34 
S&P/TSX Composite Index $100 $112 $137 $157 $168 $109 
S&P/TSX Capped Energy Index $100 $130 $211 $220 $244 $157 

 

When the Compensation Committee and the Board determines overall compensation, it considers a number of 
factors and performance elements. Although total shareholder return is one performance measure that is reviewed, 
it is not the only consideration. As a result, a direct correlation between total shareholder return over a given 
period and executive compensation levels is not anticipated.  

Share Based Compensation & Non-equity Incentive Plan Compensation 

The Corporation has not at any time granted any share-based compensation nor has it provided any awards 
pursuant to a non-equity incentive plan, other than those awards granted pursuant to the Bonus Plan.  

Benefit, Pension, Retirement, Deferred Compensation and Actuarial Plans 

The Corporation currently has no defined benefit, pension, retirement, deferred compensation or actuarial plans for 
its Named Executive Officers or directors of the Corporation. 
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Compensation of Named Executive Officers 

The following provides compensation for the financial year ended December 31, 2008 paid to the Named 
Executive Officers of the Corporation. 

Name and 
principal 
position Year(1) 

Salary 
($) 

Option- 
Based 

awards(6) 
($) 

 
Annual 

incentive 
plan(7) 

($) 

All other 
Compensation(8)

($) 

Total 
Compensation(9)

($) 

Tony van 
Winkoop, 
President and 
Chief 
Executive 
Officer(2) 

2008 197,138.50 262,542.02 34,000 9,905.15 503,585.67 

J. Paul 
Lawrence, 
Vice President, 
Finance and 
Chief Financial 
Officer(3) 

2008 112,641.16 229,413.00 nil 7,596.26 349,650.42 

Ron Forth, 
Vice President, 
Engineering(4) 

2008 43,773.51 232,908.00 nil 5,551.27 282,232.78 

Jay LaForge, 
Vice President, 
Operations 

2008 158,061.61 164,212.94 28,000 9,905.15 360,179.70 

Gjoa Taylor, 
Vice President, 
Land(5) 

2008 127,304.62 207,148.20 nil 8,692.84 343,145.66 

Notes: 
(1) In accordance with applicable securities laws, the Corporation is not required to disclose comparative period disclosure in respect of 

a financial year ending before December 31, 2008. 
(2) Tony van Winkoop also served as a person acting in the capacity of Chief Financial Officer of the Corporation until J. Paul 

Lawrence was appointed to the position of Chief Financial Officer on May 1, 2008.  Mr. van Winkoop is also a director of the 
Corporation.  He received no compensation in consideration of acting as a director.   

(3) J. Paul Lawrence was appointed Vice President, Finance and Chief Financial Officer on May 1, 2008.  CPM Resources Inc. (a 
company controlled by Mr. Lawrence and members of his family) received $41,575 in consulting fees for services rendered by Mr. 
Lawrence from January 1, 2008 to the date of his appointment to Vice President, Finance and Chief Financial Officer. 

(4) Ron Forth was appointed Vice President Engineering on September 17, 2008.   
(5) Gjoa Taylor was appointed Vice President Land on March 4, 2008. 
(6) The Corporation has calculated the grant date fair value of the Options granted to Named Executive Officers using the 

Black-Scholes-Merton model. The Corporation chose this methodology because it is recognized as the most common methodology 
used for valuing options and doing value comparisons.  The Black-Scholes-Merton assumptions used by the Corporation were: (i) 
an initial expected useful life of 5 years; (ii) a forfeiture rate of 0%; (iii) a range of volatilities of 57% to 180%; and (iv) a range of 
risk-free interest rates from 2.64 % to 4.5%. 

(7) Pursuant to the Bonus Plan, these amounts vested in 2007 and were paid out to the Named Executive Officers in 2008.   
(8) The value of perquisites received by each of the Named Executive Officers, including property or other personal benefits provided 

to the Named Executive Officers that are not generally available to all employees, were not in the aggregate greater than $50,000 or 
10% of the Named Executive Officers total salary for the financial year. Included under this column is the Corporation’s share of 
contributions to the ESSP.   

(9) Represents the aggregate of Salary, Option-based awards, Annual incentive plan and All other Compensation. 
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Outstanding Option-Based Awards 

The following table sets forth information in respect of Option-based awards outstanding at the end of the financial 
year ended December 31, 2008 held by the Named Executive Officers of the Corporation. 

Name  

Number of 
securities 

underlying 
unexercised 

Options 

(#) 

Option 
exercise price 

($) 
Option expiration 

date 

Value of unexercised 
in-the-money 
Options(1)(2) 

($) 
Tony van Winkoop 270,000 

150,000 
336,000 
350,000 

0.38 
0.42 
0.60 
1.09 

14-Oct-2013 
13-Aug-2012 
13-Feb-2013 
15-Jun-2011 

Nil 
Nil 
Nil 
Nil 

J. Paul Lawrence 
 

210,000 
300,000 

0.38 
0.62 

14-Oct-2013 
02-Apr-2013 

Nil 
Nil 

Ron Forth 
 

160,000 
300,000 

0.38 
0.71 

14-Oct-2013 
02-Sep-2013 

Nil 
Nil 

Jay LaForge 
 

160,000 
125,000 
216,000 
150,000 

0.38 
0.42 
0.60 
1.15 

14-Oct-2013 
13-Aug-2012 
13-Feb-2013 
30-Sep-2011 

Nil 
Nil 
Nil 
Nil 

Gjoa Taylor 
 

160,000 
300,000 

0.38 
0.60 

14-Oct-2013 
13-Feb-2013 

Nil 
Nil 

Notes: 
(1) Based on the closing price of the Common Shares on December 31, 2008 of $0.21, being the last day the Common Shares traded on 

the TSX during the financial year ended December 31, 2008. 
(2) Calculated based on the difference between the market price of the Common Shares underlying the Options and the exercise price of 

the Options. 

Option-based Awards – Value Vested During the Year 

The following table sets forth information in respect of the value vested during the Corporation’s financial year 
ended December 31, 2008, in respect of Option-based awards for the Named Executive Officers of the 
Corporation. 

Name 

Option-based awards – Value 
vested during the year(1) 

($) 
Tony van Winkoop 
 

41,420.00 

J. Paul Lawrence 
 

14,500.00 

Ron Forth 
 

Nil 

Jay LaForge 
 

31,103.28 

Gjoa Taylor 
 

16,000.00 

Note: 
(1) Calculated based on the difference between the market price of the Common shares underlying the Options at the vesting date and 

the exercise price of the Option. 
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Termination and Change of Control Benefits 

Other that as set forth herein, there is no contract, agreement, plan or arrangement between the Corporation and a 
Named Executive Officer that provides for payments to a Named Executive Officer at, following or in connection 
with any termination (whether voluntary, involuntary or constructive), resignation, retirement, a change in control 
of the Corporation or a change in a Named Executive Officer’s responsibilities.   

Employment Agreements 

Each of the Named Executive Officers has entered into an employment agreement  (collectively, the 
“Employment Agreements”) with the Corporation.   

Pursuant to each of the Employment Agreements, and in the event that the Corporation terminates the employment 
of a Named Executive Officer without just cause, or if such employment is terminated by the resignation of the 
Named Executive Officer which resignation has been requested by the Corporation without just cause, the 
Corporation and the Named Executive Officer have agreed that the Named Executive Officer shall be entitled to 
30 days’ written notice of termination of employment and be paid severance by way of lump sum retiring 
allowance equivalent to 11 months of base salary, less withholding tax required by law.   

In the event there is a Change of Control (as such term is hereinafter defined) of the Corporation, and if within the 
28 days following the event of a Change of Control, a Named Executive Officer has not been offered by the 
Corporation or its successor a position of employment, that, when taken as a whole, is substantially equivalent as 
to title, position, reporting relationships and remuneration to that position of employment which the Named 
Executive Officer held prior to the event of the Change of Control or, alternatively, the Named Executive Officer 
has not continued his employment without such a change in his position of employment, and the Named Executive 
Officer has given written notice to the Corporation providing full particulars of his claim, that changes in his terms 
of employment have occurred or have been proposed that have resulted in a position of employment which when 
taken as a whole, is not substantially equivalent as to title, position, reporting relationships and remuneration to 
that position of employment which the Named Executive Officer held prior to the event of the Change of Control 
and the Named Executive Officer has elected to treat these changes as constructive dismissal, and it has been 
determined by agreement or arbitration that the claim is valid, then the Named Executive Officer shall be entitled 
to receive thirty days’ notice or 30 days’ salary and the value of the lost benefits in lieu of the 30 days notice.  In 
addition, the Named Executive Officer shall be paid a termination retirement allowance on or before the effective 
date of the termination, equal to 11 months of base salary, less withholding tax required by law.   

For purposes of an Employment Agreement, a “Change of Control” shall be deemed to have occurred at such time 
as: 

(i) the Corporation, sells, leases or exchanges all or substantially all of the property of the 
Corporation, in one transaction, or in a series of transactions over a period not exceeding two 
years (herein referred to as “Asset Disposition”); 

(ii) a merger, amalgamation or other corporate reorganization resulting in a person, an Associated 
Group or one or more members of an Associated Group in the aggregate, acquiring beneficially 
33% or more of the Voting Interests in the resulting entity;  

(iii) the sale of 33% or more of the Voting Interests of the Corporation by a person or by an 
Associated Group or, in the aggregate, by one or more members of an Associated Group; and 

(iv) the purchase of 33% or more of the Voting Interests of the Corporation by a person or by an 
Associated Group or, in the aggregate, by one or more members of an Associated Group; 

(v) the acquisition of Voting Shares by any person, an Associated Group or one or more members of 
an Associated Group in the aggregate, increasing by the acquisition beneficially the Voting 
Interest of such person, Associated Group, or one or more members of an Associated Group in 
the aggregate to the level of a 33% Voting Interest in the Corporation by way of an incremental 
acquisition of such Voting Interests, however achieved 
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(hereinafter collectively referred to as “Ownership Change”; an Asset Disposition or an Ownership 
Change being collectively referred to as a “Change of Control” for the purposes of an Employment 
Agreement). 

Notwithstanding the foregoing, a Change of Control shall not be deemed to have occurred as a result of any Asset 
Disposition or any Ownership Change or any other transaction or group of transactions that does not in substance 
result in a change in the ultimate beneficial ownership or control of (i) all or substantially all of the property of the 
Corporation; or (ii) the Corporation or the resulting entity. 

For the purposes of an Employment Agreement, the following terms shall have the following meanings. 
“Associated Group” means two or more persons who are associated with respect to the exercise of rights attached 
to Voting Interests in an entity by contract, business arrangement, personal relationship, common control in fact 
through the ownership of Voting Interests, or otherwise, in such a manner that they would ordinarily be expected 
to act together on a continuing basis with respect to the exercise of those rights.  “Voting Interest” means, with 
respect to: (i) a corporation, company or other body corporate with share capital, means a Voting Share or any 
right which upon exercise, conversion or otherwise is capable of becoming, directly or indirectly, a Voting Share 
or giving to the holder thereof rights similar to those enjoyed by the owner of a Voting Share; (ii) a corporation, 
company or other body corporate without share capital, means an ownership interest in the assets thereof that 
entitles the owner to rights similar to those enjoyed by the owner of a Voting Share; and (iii) a partnership, trust, 
joint venture, association, unincorporated organization, government or an agency thereof, means an ownership 
interest in the assets thereof that entitles the owner to participate in the direction of the policy thereof.  “Voting 
Share” means: (i) a share in the capital of a corporation, company or other body corporate to which is attached a 
voting right ordinarily exercisable at meetings of shareholders of the corporation, company or other body 
corporate; and, (ii) any other right granted by or in respect of a corporation, company or other body corporate 
currently exercisable to elect or appoint: (a) individuals to the board of a corporation, company or other body 
corporate; or (b) individuals forming such other group of individuals comprising the directing mind or will of the 
corporation, company or other body corporate. 

The Option Plan 

The Option Plan provides that if an Offer (as such term is hereinafter defined) is made which, if successful, would 
result in a COC (as such term is hereinafter defined), then all unexercised and unvested outstanding Options shall 
immediately vest and become exercisable by the holders, notwithstanding any other vesting provisions in the 
Option Plan or in an agreement providing for the Option, as to all or any of the Common Shares in respect of 
which such Options have not previously been exercised, but such shares may only be purchased for tender 
pursuant to such Offer.  If for any reason such Common Shares are not taken up and paid for by the offeror 
pursuant to the Offer, any such Common Shares so purchased by an optionee shall be deemed to be cancelled and 
returned to the treasury of the Corporation, shall be added back to the number of Common Shares remaining 
available under the Option Plan and, upon presentation to the Corporation of share certificates representing such 
Common Shares properly endorsed for transfer back to the Corporation, the Corporation shall refund to the 
participant all consideration paid for such Common Shares and, in such event, the participant shall thereafter 
continue to hold the same number of unexercised and unvested outstanding Options on the same terms and 
conditions, including the exercise price thereof, as were applicable thereto immediately prior to time the subject 
Offer was made. 

For the purposes of the Option Plan, “Offer” means an offer made generally to the holders of the Common Shares 
in one or more jurisdictions to acquire, directly or indirectly, Common Shares and which is the nature of a 
“takeover bid” as defined under the Securities Act (Alberta) and where the Common Shares are listed and posted 
for trading on a stock exchange, not exempt from the formal bid requirements of the Securities Act (Alberta).  For 
the purposes of the Option Plan, “COC” means the purchase or acquisition of Common Shares and/or securities 
convertible into or exchangeable or exercisable for Common Shares as a result of which a person, group of persons 
or persons acting jointly or in concert, or persons who are Associates of or affiliated with, within the meaning of 
the Securities Act (Alberta), any such person, group or persons or any of such persons acting jointly or in concert, 
beneficially owns or exercises control or direction over Common Shares and/or securities convertible into or 
exchangeable or exercisable for Common Shares such that, assuming the conversion, exercise or exchange of all 
such securities, would entitle such person, group of persons or person acting jointly or in concert to cast 50% plus 
one of the votes attaching to all Common Shares, excluding, however, a purchase or acquisition of Common 
Shares in connection with a reverse take-over as defined in the policies of any stock exchanges upon which the 
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Common Shares are listed and posted for trading, and provided that the beneficial ownership by or exercise or 
control or direction over securities by shareholders of the Corporation as at the date of the Option Plan shall not 
constitute or be counted towards a Change of Control. 

Estimated Incremental Payments and Benefits as of December 31, 2008 

The following table sets forth the estimated incremental payments and benefits that would be received by the 
Named Executive Officers following a termination without cause or a change of control, in each case had such 
events occurred on December 31, 2008, and assuming the payment of severance in lieu of notice. Because all of 
the Options held by the Named Executive Officers on December 31, 2008 were “out-of-the-money”, no monetary 
benefits would have been received from Options held pursuant to the Option Plan  

Name and Principle Position 
Base Salary(1)

($) 
Tony van Winkoop, President 
and Chief Executive Officer 

200,689.11 

J. Paul Lawrence, Vice 
President, Finance and Chief 
Financial Officer 

175,689.11 

Ron Forth, Vice President, 
Engineering 

167,689.11 

Jay LaForge, Vice President, 
Operations 

160,689.11 

Gjoa Taylor, Vice President, 
Land 

159,378.03 

Note: 
(1) Represents the Named Executive Officer’s base salary for the Termination Period. 

Compensation of Directors 

Director Compensation Table  

The following table sets out the compensation paid to directors of the Corporation for the financial year ended 
December 31, 2008.   

Name(1) 
Fees Earned 

($) 

Option–based 
awards(2) 

($) 

All other 
compensation(3) 

($) 
Total(4) 

($) 
R. Neil Mackay 12,500.00 84,305.00 Nil 96,805.00 
William Hews 13,500.00 84,305.00 Nil 97,805.00 
Curtis R. Stewart 13,500.00 84,305.00 Nil 97,805.00 
R.H. (Harley) 
Kempthorne 

2,500.00 118,050.00 Nil 120,550.00 

Notes: 
(1) Information for Tony van Winkoop, the President, Chief Executive Officer and a director of the Corporation, is provided under 

“Compensation of Named Executive Officers”. 
(2) The Corporation has calculated the grant date fair value of the Options granted to the directors using the Black-Scholes-Merton 

model. The Corporation chose this methodology because it is recognized as the most common methodology used for valuing 
options and doing value comparisons.  The Black-Scholes-Merton assumptions used by the Corporation were: (i) an initial expected 
useful life of 2 to 4 years; (ii) a forfeiture rate of 0%; (iii) a range of volatilities of 32% to 100%; and (iv) a range of risk-free 
interest rates from 3.7% to 4.75%. 

(3) None of the directors received perquisites, including property or personal benefits not generally available to all employees that in 
aggregate were worth $50,000 or more, or were worth 10% or more of the director’s total salary for the financial year.  

(4) Represents the aggregate of Fees Earned, Option-based awards and All other compensation. 
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Outstanding Option-Based Awards 

The following table sets forth information in respect of Option-based awards outstanding at the end of the financial 
year ended December 31, 2008 held by the directors.   

Name(1) 

Number of securities 
underlying unexercised 

Options 

(#) 

Option exercise 
price  
($) 

Option expiration 
date 

Value of unexercised 
in-the-money 
Options(2)(3) 

($) 
R. Neil Mackay 50,000 

50,000 
100,000 
100,000 
100,000 
25,000 

0.36 
0.38 
0.50 
0.79 
1.21 
1.30 

13-Aug-2012 
14-Oct-2013 
19-Jul-2009 
23-Jun-2013 
15-Apr-2010 
09-Dec-2010 

Nil 
Nil 
Nil 
Nil 
Nil 
Nil 

William Hews 50,000 
50,000 

100,000 
100,000 
100,000 
25,000 

0.36 
0.38 
0.59 
0.79 
1.21 
1.30 

13-Aug-2012 
14-Oct-2013 
29-Oct-2009 
23-Jun-2013 
15-Apr-2010 
09-Dec-2010 

Nil 
Nil 
Nil 
Nil 
Nil 
Nil 

Curtis R. Stewart 50,000 
50,000 

100,000 
100,000 
200,000 
25,000 

0.36 
0.38 
0.50 
0.79 
1.21 
1.30 

13-Aug-2012 
14-Oct-2013 
19-Jul-2009 
23-Jun-2013 
15-Apr-2010 
09-Dec-2010 

Nil 
Nil 
Nil 
Nil 
Nil 
Nil 

R.H. (Harley) Kempthorne 50,000 
150,000 

0.38 
0.79 

14-Oct-2013 
23-Jun-2013 

Nil 
Nil 

Notes: 
(1) Information for Tony van Winkoop, the President, Chief Executive Officer and a director of the Corporation, is provided under 

“Compensation of Named Executive Officers”. 
(2) Based on the closing price of the Common Shares on December 31, 2008 of $0.21, being the last day the Common Shares traded on 

the TSX during the year ended December 31, 2008. 
(3) Based on the difference between the market price of the Common Shares underlying the Options at December 31, 2008 and the 

exercise price of the Options. 

Option-based Awards – Value Vested During the Year 

The following table sets forth information in respect of the value vested during the Corporation’s financial year 
ended December 31, 2008, in respect of Option-based awards for the directors of the Corporation. 

Name(1) 

Option-based awards – Value 
vested during the year(2)(3) 

($) 
R. Neil MacKay 9,333.28 
William Hews 9,333.28 
Curtis R. Stewart 9,333.28 
R.H. (Harley) Kempthorne Nil 

Notes: 
(1) Compensation information for Tony van Winkoop, the President, Chief Executive Officer and a director of the Corporation, is 

provided under the heading “Compensation of Named Executive Officers”. 
(2) Calculated based on the difference between the market price of the Common shares underlying the Options at the vesting date and 

the exercise price of the Option. 
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS 

The following table sets forth the Corporation’s compensation plans under which equity securities are authorized 
for issuance as at December 31, 2008.  

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 
The Option Plan 7,361,000 0.70 2,763,964 
Equity compensation plans not 
approved by security holders 

nil nil nil 

Total 7,361,000 0.70 2,763,964 

INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS 

Other than as set forth in the table below, no director, executive officer, employee, former director, former 
executive officer or former employee of the Corporation or its subsidiaries, or any associate or affiliate of the 
foregoing, have been indebted at any time since the beginning of the most recently completed financial year of the 
Corporation to the Corporation.  None of the persons described in the preceding sentence were at any time since 
the beginning of the most recently financial year of the Corporation indebted to another entity to which the 
indebtedness was the subject of a guarantee, “support agreement”, letter of credit or other similar arrangement or 
understanding provided by the Corporation or any of its subsidiaries. 

For the purposes of the above, “support agreement” includes, but is not limited to, an agreement to provide 
assistance in the maintenance or servicing of any indebtedness and an agreement to provide compensation for the 
purpose of maintaining or servicing any indebtedness of the borrower. 

INDEBTEDNESS OF DIRECTORS, EXECUTIVE OFFICERS AND CONSULTANTS UNDER SECURITIES 
PURCHASE PROGRAMS 

Name and Principal 
Position 

Involvement 
of Company 

or 
Subsidiary 

Largest 
Amount 

Outstanding 
During the 

Year Ended 
December 31, 

2008 
($) 

Amount 
Outstanding 

as at the 
Record Date 

($) 

Financially 
Assisted 

Securities 
Purchases 
During the 

Year Ended 
December 
31, 2008 

(#) 
Security for 

Indebtedness 

Amount 
Forgiven 

During the 
Year Ended 
December 
31, 2008 

($) 
Securities Purchase Programs 
Michael S. Vandale 
Former Director(1) 

Lender 225,000(2) Nil Nil (2) 225,000(2) 

Other Programs 
N/A N/A N/A N/A N/A N/A N/A 

Notes: 
(1) Mr. Vandale ceased to be a director of the Corporation on June 23, 2008. 
(2) Represents the amount owed to the Corporation pursuant to an interest-free loan (the “Loan”) made by the Corporation in the 

principal amount of $325,000 (of which $100,000 was forgiven in 2006) to Michael S. Vandale, a former director and officer of the 
Corporation, effective May 13, 2004.  The Loan was secured by a demand promissory note and a pledge of 325,000 Common 
Shares by Mr. Vandale to the Corporation.  Amounts owing under the Loan were to incur interest from the date of demand.  The 
Corporation never made demand under the Loan.  On May 21, 2008, the Corporation forgave all amounts owed under the Loan as 
consideration for services rendered.   

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS 

The Corporation is not aware of any material interest, direct or indirect, of any “informed person” of the 
Corporation, any proposed director of the Corporation or any associate or affiliate of any “informed person” or 
proposed director, in any transaction since the commencement of the Corporation’s most recently completed 
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financial year or in any proposed transaction which has materially affected or would materially affect the 
Corporation or any of its subsidiaries. 

For the purposes of the above, “informed person” means: (a) a director or executive officer of the Corporation; 
(b) a director or executive officer of a person or company that is itself an informed person or subsidiary of the 
Corporation; (c) any person or company who beneficially owns, directly or indirectly, voting securities of the 
Corporation or who exercises control or direction over voting securities of the Corporation or a combination of 
both carrying more than 10% of the voting rights attached to all outstanding voting securities of the Corporation 
other than voting securities held by the person or company as underwriter in the course of a distribution; and 
(d) the Corporation after having purchased, redeemed or otherwise acquired any of its securities, for so long as it 
holds any of its securities. 

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

Other than as set forth herein, the Corporation is not aware of any material interest, direct or indirect, by way of 
beneficial ownership of securities or otherwise, of any person who:  

(i)  has acted as director or executive officer of the Corporation since the beginning of the 
Corporation’s last financial year;  

(ii)  is a proposed nominee for election as a director of the Corporation; or 

(iii) is an associate or affiliate of any of the persons listed directly above in (i) and (ii), 

in any matter to be acted upon at the Meeting other than the election of directors or the approval of the Option 
Plan. 

MANAGEMENT CONTRACTS 

No management functions of the Corporation or its subsidiaries are, to any substantial degree, performed by a 
person or company other than the directors or senior officers of the Corporation. 

GOVERNANCE 

Board of Directors 

The Board, which has the statutory responsibility to oversee the conduct of the business of the Corporation and to 
supervise management, who are responsible for the daily conduct of the business of the Corporation, is comprised 
of six directors, of which five are independent and accordingly a majority of the directors are independent.  A 
director is independent if he would be independent within the meaning of section 1.4 of National Instrument 
52-110 - Audit Committees.  Currently, the independent directors are William Hews, R. Neil MacKay, Bill Powers, 
R.H. (Harley) Kempthorne and Curtis R. Stewart.  Tony van Winkoop is not be independent by virtue of being an 
executive officer of the Corporation. 

Bill Powers is presently a director of Admiral Bay Resources Inc. and PetroGlobe Inc., both reporting issuers.  
During the year ended December 31, 2008, the independent directors of the Corporation held four meetings at 
which the non-independent director and members of management were not in attendance.  These meetings were 
held immediately after all regularly scheduled meetings of the entire Board.  R. Neil MacKay is the chair of the 
Board and is considered independent.  R. Neil Mackay oversees the conduct of the Board on a whole and provides 
leadership to the Board.  In order to provide leadership for the independent directors, the Board encourages 
communication among the independent directors.  Since the beginning of the financial year ended December 31, 
2008, all directors attended all meetings held by the Board. 

Board Mandate 

The text of the Board’s written mandate is attached hereto as Schedule “A”. 
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Position Descriptions 

The Board has developed written position descriptions for the chair of the Board and for the chair of each Board 
committee.  The Board together with the Chief Executive Officer has developed a written position description for 
the Chief Executive Officer,  the text of which is available on the Corporation’s website. 

The Board has established the following Board committees comprised of the members and chaired by the 
individuals set out in the following table. 

Committee Members Independent 
Audit Committee William Hews, Chair 

R. Neil MacKay 
Bill Powers 

Yes 
Yes 
Yes 

Compensation Committee Curtis R. Stewart, Chair 
William Hews  

Yes 
Yes 

Reserves Committee Bill Powers 
Curtis R. Stewart 
R.H. (Harley) Kempthorne, Chair 

Yes 
Yes 
Yes 

Disclosure Committee R. Neil MacKay, Chair 
R.H. (Harley) Kempthorne 

Yes 
Yes 

Orientation and Continuing Education 

The Corporation has developed an orientation program for new directors as set out in the Corporation’s director’s 
manual (“Director’s Manual”) which contains information regarding the roles and responsibilities of the Board, 
each Board committee, the Board chair, the chair of each Board committee and the Chief Executive Officer of the 
Corporation.  The Director’s Manual contains information regarding the nature and operation of the Corporation’s 
business, its organizational structure, governance policies including the Board Mandate and each Board committee 
mandate, and the Corporation’s code of business conduct and ethics.  The Director’s Manual is to be updated as 
the Corporation’s business, governance documents and policies change.  The Corporation arranges for 
presentations to be made to the Board to inform directors regarding corporate developments and changes in legal, 
regulatory and industry requirements affecting the Corporation.  As well, directors are encouraged to visit the 
Corporation’s facilities, to interact with management and employees and to stay abreast of industry developments 
and the evolving business of the Corporation. 

Ethical Business Conduct 

The Corporation has adopted a written code of business conduct and ethics (the “Code”) for the Corporation’s 
directors, officers and employees.  The Board does not monitor compliance with the Code, but it encourages 
following the Code by making it widely available.  It is distributed to directors in the Director’s Manual and to 
officers and employees at the commencement of their employment, it is posted in gathering places at the office and 
work places of the Corporation and it is available on the Corporation’s website.  The Code reminds those engaged 
in service to the Corporation that they are required to report perceived or actual violations of the law, violations of 
the Corporation’s policies, dangers to health, safety and the environment, risks to the Corporation’s property and 
accounting or auditing irregularities to the Chairman of the Board who is an independent director of the 
Corporation.  In addition to requiring directors, officers and employees to abide by the Code, the Corporation 
encourages consultants, service providers and all parties who engage in business with the Corporation to contact 
the Chairman of the Board regarding any perceived and all actual breaches by the Corporation’s directors, officers 
and employees of the Code.  The Chairman of the Board is responsible for investigating complaints, presenting 
complaints to the applicable Board committee or the Board as a whole, and developing a plan for promptly and 
fairly resolving complaints.  Upon conclusion of the investigation and resolution of a complaint, the Chairman of 
the Board will advise the complainant of the corrective action measures that have been taken or advise the 
complainant that the complaint has not been substantiated.  The Code prohibits retaliation by the Corporation, its 
directors and management, against complainants who raise concerns in good faith and requires the Corporation to 
maintain the confidentiality of complainants to the greatest extent practical.  Complainants may also submit their 
concerns anonymously in writing.  In addition to the Code, the Corporation has an Audit Committee Mandate and 
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a Whistleblower Policy with respect to accounting and auditing irregularities.  Since the beginning of the 
Corporation’s most recently completed financial year, no material change reports have been filed that pertain to 
any conduct of a director or executive officer that constitutes a departure from the Code.  The Board encourages 
and promotes a culture of ethical business conduct by appointing directors who demonstrate integrity and high 
ethical standards in their business dealings and personal affairs.  Directors are required to abide by the Code and 
are expected to make responsible and ethical decisions in discharging their duties, thereby setting an example of 
the standard to which management and employees should adhere.  The Board is required by the Board Mandate to 
satisfy itself that the Chief Executive Officer and other executive officers are acting with integrity and fostering a 
culture of integrity throughout the Corporation.  The Board is responsible for reviewing departures from the Code, 
reviewing and either providing or denying waivers from the Code, and disclosing any waivers that are granted in 
accordance with applicable law.  In addition, the Board is responsible for responding to potential conflict of 
interest situations, particularly with respect to considering existing or proposed transactions and agreements in 
respect of which directors or executive officers advise they have a material interest.  The Board Mandate requires 
that directors and executive officers disclose any interest and the extent, no matter how small, of their interest in 
any transaction or agreement with the Corporation, and that directors excuse themselves from both Board 
deliberations and voting in respect of transactions in which they have an interest.  By taking these steps the Board 
strives to ensure that directors exercise independent judgement, unclouded by the relationships of the directors and 
executive officers to each other and the Corporation, in considering transactions and agreements in respect of 
which directors and executive officers have an interest. 

Nomination of Directors 

The Board does not have a nominating committee and responsibility for identifying new candidates to join the 
Board belongs to the Board as a whole.  The Board is responsible for identifying qualified candidates, 
recommending nominees for election as directors and appointing directors to committees.  The Board is requested 
to objectively consider the independence of candidates, financial acumen, skills and available time to devote to the 
duties of the Board in making their recommendations for nomination to the Board.  The Board reviews the 
composition and size of the Board and tenure of directors in advance of annual general meetings when directors 
are most commonly elected by the Corporation’s shareholders, as well as when individual directors indicate that 
their terms may end or that their status may change.  The Board encourages all directors to participate in 
considering the need for and in identifying and recruiting new nominees for the Board.  In doing so, the directors 
are requested by the Board to have regard to the skill sets that are deemed, from time to time, to be most desired in 
proposed nominees for the Board. 

Compensation 

The Corporation has a Compensation Committee that annually determines the compensation to be received by the 
Corporation’s directors, the Chief Executive Officer and executive officers.  The Compensation Committee is 
comprised entirely of independent directors.  For a detailed review of how compensation is determined, see 
“Compensation of Directors and Executive Officers – Compensation Discussion and Analysis” herein.   

Other Board Committees 

Other than the Audit Committee and the Compensation Committee, the only other standing committees of the 
Board are the Disclosure Committee and the Reserves Committee.  The function of the Disclosure Committee is to 
ensure that the written and oral communications by the Corporation to the public and to applicable regulatory 
authorities are disseminated in a timely and factually accurate manner and to assist the Corporation in maintaining 
and complying with its disclosure policy.  The function of the Reserves Committee is to meet with the 
Corporation’s independent reserves evaluation engineers, at least annually, to discuss the evaluation of the 
Corporation’s reserves and to assist the Corporation in fulfilling its duties and obligations under National 
Instrument 51-101 Standards of Disclosure for Oil and Gas Activities. 

Assessments 

In addition to determining compensation, the Compensation Committee is responsible for conducting an annual 
evaluation and assessment of the performance, contribution and effectiveness of individual directors, the Board 
chair and each Board committee chair, each Board committee and the Board as a whole.  The evaluation and 
review includes a Board questionnaire that asks directors to identify their own skills, their contributions to the 
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Board and Board committees and to rate their effectiveness, as well as a peer review questionnaire which asks 
directors to rate the contributions and effectiveness of their fellow Board members.  The annual review also asks 
directors to provide feedback on the Board Mandate, the Corporation’s charters, the Code and other policies.  The 
Compensation Committee is required to prepare a report on the information gathered pursuant to the annual 
assessment, the results of which are then presented to the Board in order to engage in a discussion regarding Board 
effectiveness and how to improve Board effectiveness. 

AUDIT COMMITTEE 

Under National Instrument 52-110 Audit Committees, the Corporation is required to include in its Annual 
Information Form (“AIF”) the disclosure required under Form 52-110F1 with respect to its audit committee, 
including the text of its audit committee charter, the composition of the audit committee and the fees paid to the 
external auditor and to include in the Circular a cross-reference to the sections in the AIF that contain the required 
information.  The Corporation’s disclosure with respect to the foregoing is contained in Appendix “D” of the 
Corporation’s AIF dated March 26, 2009 entitled “Information Concerning Audit Committee”.  

PARTICULARS OF MATTERS TO BE ACTED ON 

Fixing Number of Directors and Election of Directors 

For this forthcoming year, it is proposed that the Board shall consist of six (6) members.  Management therefore 
intends to place before the Meeting, for approval, with or without modification, a resolution fixing the Board at six 
(6) members for the next ensuing year.  Management does not contemplate that any of such nominees will be 
unable to serve as directors. However, if for any reason any of the proposed nominees do not stand for election or 
are unable to serve as such, proxies in favour of management designees will be voted for another nominee in their 
discretion unless the shareholder has specified in his or her proxy that their shares are to be withheld from voting 
in the election of directors.  Each director elected will hold office until the next annual meeting of shareholders or 
until his successor is duly elected, unless his office is earlier vacated in accordance with the By-laws of the 
Corporation. 

The following table sets forth the name of each of the persons proposed to be nominated for election as a director, 
all positions and offices in the Corporation presently held by him, his municipality of residence, his principal 
occupation at the present and during the preceding five years, the period during which he has served as a director 
and the number of voting Common Shares that he has advised are beneficially owned by him, directly or 
indirectly, or over which control or direction is exercised, as of the Record Date. 

Unless otherwise directed, it is the intention of the Management Designees to vote proxies in the 
accompanying form in favour of the ordinary resolution fixing the number of directors at six (6) members 
and the election of nominees hereinafter set forth, as a group, as directors for the ensuing year. 

Name and Municipality  
of Residence 

Principal Occupation for Past 
Five Years Director Since 

Voting Shares Beneficially 
Owned or over which Control 

or Direction is Exercised(6) 
Tony van Winkoop 
Alberta, Canada 

President and Chief Executive 
Officer of Arsenal since July 
2007; Vice-President, Explora-
tion from July 2006 to July 
2007. Prior thereto, General 
Manager of Development for 
PrimeWest Energy Trust (oil and 
gas trust), since 2001. 

June 23, 2008 2,742,920 
 

William Hews(1)(3) 

Alberta, Canada 
President of Fideliter Inc. 
(private consulting company). 

October 30, 2000(5) 933,173 
 

R. Neil MacKay(1)(4) 

Saskatchewan, Canada 
Partner of MacPherson Leslie & 
Tyerman LLP (law firm). 

June 29, 2004 4,226,169 

Curtis R. Stewart(2)(3) 

Alberta, Canada 
Partner of Bennett Jones LLP 
(law firm). 

June 29, 2004 662,317 
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Name and Municipality  
of Residence 

Principal Occupation for Past 
Five Years Director Since 

Voting Shares Beneficially 
Owned or over which Control 

or Direction is Exercised(6) 
R.H. (Harley) 
Kempthorne(2)(4) 
Alberta, Canada 

Vice President, Engineering of 
Gentry Resources Ltd. (a public 
oil and gas exploration and 
development company) from 
December 2006 to June 2008.  
Prior thereto, Manager, oil and 
gas for Petro-Canada from 
December 1981 to June 2006. 

June 23, 2008 2,623,000 
 

Bill Powers(1)(2) 
Illinois, U.S.A. 
 

Managing Member of Powers 
Asset Management LLC, an 
asset manager, since June 2005.  
Prior thereto, principal of 
Canadian Energy Viewpoint. 

June 23, 2008 279,108 
 

Notes: 
(1) Member of the Audit Committee. 
(2) Member of the Reserves Committee. 
(3) Member of the Compensation Committee. 
(4) Member of the Disclosure Committee. 
(5) Date of appointment as director or officer of Arsenal Capital Inc., a predecessor or the Corporation. 
(6) The information as to Common Shares beneficially owned, not being within the knowledge of the Corporation, has been provided 

by the directors.  The information above does not include Options. 

Corporate Cease Trade Orders or Bankruptcies 

None of the Corporation’s directors or executive officers, have, within 10 years prior to the date of this 
Information Circular, been a director, chief executive officer or chief financial officer of any company, including 
the Corporation and any personal holding companies, that: 

(i) was subject to a cease trade order, an order similar to a cease trade order or an order that denied 
the relevant company access to any exemption under securities legislation, that was in effect for 
a period of more than 30 consecutive days, that was issued while the director or executive officer 
was acting in the capacity as director, chief executive officer or chief financial officer of the 
relevant company; or  

(ii) was subject to a cease trade order, an order similar to a cease trade order or an order that denied 
the relevant company access to any exemption under securities legislation, that was in effect for 
a period of more than 30 consecutive days, that was issued after the director or executive officer 
ceased to be a director, chief executive officer or chief financial officer and which resulted from 
an event that occurred while that person was acting in the capacity as director, chief executive 
officer or chief financial officer. 

Bankruptcies  

None of the Corporation’s directors or executive officers, or a shareholder holding a sufficient number of 
securities of the Corporation to affect materially the control of the Corporation, or any personal holding companies 
of the foregoing, has within 10 years prior to the date of this Information Circular: 

(i) been a director or executive officer of any company, as applicable, that, while that person was 
acting in that capacity, or within a year of that person ceasing to act in that capacity, became 
bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was 
subject to or instituted any proceedings, arrangement or compromise with creditors or had a 
receiver, receiver manager, or trustee appointed to hold its assets; or  

(ii) become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or 
become subject to or instituted any proceedings, arrangement or compromise with creditors, or 
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had a receiver, receiver manager or trustee appointed to hold the assets of the director, executive 
officer or shareholder. 

Penalties or Sanctions 

None of the Corporation’s directors or executive officers, nor any shareholder holding a sufficient number of 
securities of the Corporation to affect materially the control of the Corporation, or any personal companies of the 
foregoing, have been subject to:  

(i) any penalties or sanctions imposed by a court relating to securities legislation or by a securities 
regulatory authority or has entered into a settlement agreement with a securities regulatory 
authority; or  

(ii) any other penalties or sanctions imposed by a court or regulatory body that would be likely to be 
considered important to a reasonable investor making an investment decision. 

Appointment of Auditor 

The management of the Corporation intends to nominate KPMG LLP, Chartered Accountants, for appointment as 
the auditors of the Corporation.  Instruments of proxy given pursuant to the solicitation by the management of the 
Corporation will, on any poll, be voted as directed and, if there is no direction, in favour of the appointment of 
KPMG LLP, Chartered Accountants, as the auditors of the Corporation to hold office until the close of the next 
annual general meeting of the Corporation, at a remuneration to be fixed by the directors.  KPMG LLP was first 
appointed auditor of the Corporation by resolution of the shareholders on August 3, 2003.  

Approval of Unallocated Options 

The rules of the TSX require that every three years after institution, all unallocated options, rights or other 
entitlements under a security based compensation arrangement which does not have a fixed maximum number of 
securities issuable, must be approved by shareholders.  The Option Plan was approved by shareholders on May 11, 
2006, and provides that the aggregate number of Common Shares reserved for issuance on exercise of all Options 
granted under the Option Plan at any time shall not exceed 10% of the number of Common Shares issued and 
outstanding at such time.  No Options have been granted by the Corporation since January of 2009.  The Board 
does not expect that Options will be granted between the date hereof until the date that the shareholders approve 
all unallocated options at the Meeting.  Any Options granted between the date hereof prior to the Meeting date will 
be subject to ratification by the shareholders.   

The Corporation has 101,249,646 Common Shares outstanding as at the date hereof and therefore pursuant to the 
Option Plan is able to grant Options for the acquisition of up to 10,124,964 Common Shares.  As at the date 
hereof, the Corporation has granted Options to acquire 9,049,000 Common Shares resulting in 1,075,964 
unallocated Option entitlements being currently available for grant under the Option Plan.  Accordingly, at the 
Meeting, shareholders will be asked to consider and, if deemed advisable, approve unallocated Option entitlements 
under the Option Plan.  See “Compensation of Directors and Officers – Compensation Discussion and Analysis - 
Option Plan” herein for a more detailed description of the Option Plan.  At the Meeting, shareholders will be 
asked to consider and, if deemed advisable, approve the following ordinary resolution. 

“BE IT RESOLVED as an ordinary resolution of the shareholders of Arsenal Energy Inc. (the “Corporation”) 
that: 

1. all unallocated option entitlements under the Corporation’s stock option plan (the “Stock Option Plan”) 
are hereby authorized and approved; 

2. the Corporation be and is  hereby authorized to continue granting options under the Stock Option Plan 
until June 19, 2012, being the date that is three years from the date of this shareholder approval of 
unallocated option entitlements under the Stock Option Plan; and 

3. any one director or officer of the Corporation be and is hereby authorized and directed to do such things 
and to execute and deliver all such instruments, deeds and documents, and any amendments thereto, as 
may be necessary or advisable in order to give effect to the foregoing resolution.” 
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Pursuant to the requirements of the TSX, the foregoing resolution must be approved by a simple majority of the 
votes cast at the Meeting by the shareholders voting in person or by proxy.  Previously allocated Options will 
continue unaffected by the approval or disapproval of the foregoing resolution.  Previously granted Options will 
not be available for reallocation if they are cancelled or terminated prior to exercise and the foregoing resolution is 
not approved.  If the foregoing resolution is not approved, there will be no further Options granted pursuant to the 
Option Plan.   

A copy of the Option Plan will be made available to any shareholder upon request.  Unless otherwise directed, it is 
the intention of the persons designated in the instrument of proxy to vote proxies in favour of the above resolution.  

Approval of Shareholders Right’s Plan 

At the Meeting, the shareholders will be asked to pass an ordinary resolution confirming the adoption of a 
shareholder rights plan agreement (the “Rights Plan” or “Plan”) dated as of March 20, 2009 between the 
Corporation and Computershare Trust Company of Canada. 

The Board has determined that the Rights Plan is in the best interests of the Corporation and its shareholders and 
unanimously recommends that the shareholders vote in favour of the Rights Plan.  The Rights Plan was not 
adopted in response to any specific proposal or intention to acquire control of the Corporation. 

Purpose of the Rights Plan 

Many public companies in Canada have shareholder rights plans in effect.  While securities legislation in Canada 
requires a take-over bid to be open for at least 35 days, the Board is concerned that this is too short a time for 
companies that are subject to unsolicited take-over bids to be able to respond to ensure that shareholders are 
offered full and fair value for their shares.  The Rights Plan is designed to give the Corporation’s shareholders 
sufficient time to properly assess a take-over bid without undue pressure and to give the Board time to consider 
alternatives designed to allow the Corporation’s shareholders to receive full and fair value for their Common 
Shares. 

The Board is also concerned that current Canadian take-over bid rules permit a person or company to obtain 
control or effective control of the Corporation without treating all shareholders equally. 

The Rights Plan is not intended to prevent a take-over bid or deter offers for Common Shares.  It is designed to 
encourage any bidder to provide shareholders with equal treatment and full and fair value for their Common 
Shares.  A summary of the Rights Plan is found below. 

Board Review of the Rights Plan 

In adopting the Rights Plan and recommending that shareholders vote in favour of the Rights Plan, the Board 
considered matters including experience of other issuers with rights plans in the context of take-over bids, judicial 
and regulatory consideration of shareholder rights plans, the terms and conditions of rights plans adopted by other 
Canadian companies and the commentary of the investment community on rights plans, including the published 
proxy voting guidelines. 

It is not the intention of the Board, in adopting the Rights Plan and proposing that it be approved by shareholders, 
to secure the continuance in office of the existing members of the Board or management, or to avoid an acquisition 
of control of the Corporation in a transaction that is fair and in the best interests of shareholders.  The Rights Plan 
will not detract from or lessen the duty of the Board to act honestly and in good faith with a view to the best 
interests of the Corporation.  The Board will continue to have the duty and power to take such actions and make 
such recommendations to shareholders of the Corporation as are considered appropriate. 

Summary of the Rights Plan 

The following is a summary of the principal terms of the Rights Plan, which is qualified in its entirety by reference 
to the text of the Rights Plan.  A copy of the complete Rights Plan has been filed with the Canadian Securities 
Administrators and is available on SEDAR at www.sedar.com.  Copies are also available from the Chief Financial 
Officer of the Corporation at its head office located at Suite 1900, 639 – 5th Avenue S.W., Calgary, Alberta, 
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T2P 0M9.  All capitalized terms used in this summary without definition have the meanings attributed to them in 
the Rights Plan. 

Effective Date and Term 

The Rights Plan came into effect on its approval by the Board on March 20, 2009.  Subject to approval and 
periodic confirmation by shareholders of the Corporation as discussed below, it will remain in effect until the 
termination of the annual meeting of the Corporation in the year 2012. 

Shareholder Approval 

The Rights Plan must be approved by more than 50% of the votes cast at the Meeting by shareholders present or 
voting by proxy.  In addition, the Rights Plan must be reconfirmed by more than 50% of the votes cast at each of 
the third and sixth annual meetings of the Corporation’s shareholders following the Meeting. 

Issue of Rights 

Immediately upon the Rights Plan coming into effect, one Right was issued and attached to each Common Share 
outstanding and will attach to each Common Share subsequently issued. 

Rights Exercise Privilege 

The Rights will separate from the Common Shares and will be exercisable on the close of business on the tenth 
trading day (the “Separation Time”) after the earlier of the date on which a person has acquired 20% or more of, or 
a person commences or announces a take-over bid for, the Corporation’s outstanding Common Shares, other than 
by an acquisition pursuant to a Permitted Bid or a Competing Permitted Bid.  The acquisition by a person (an 
“Acquiring Person”) of 20% or more of the Common Shares is referred to as a “Flip in Event”.  When a Flip-in 
Event occurs each Right (except for Rights beneficially owned by an Acquiring Person or certain transferees of an 
Acquiring Person, which Rights will be void pursuant to the Rights Plan) becomes a right to purchase from the 
Corporation, upon exercise thereof in accordance with the terms of the Rights Plan, that number of Common 
Shares having an aggregate market price on the date of consummation or occurrence of such Flip-in Event equal to 
twice the Exercise Price for an amount in cash equal to the Exercise Price.  The Exercise Price for the Rights 
provided for in the Rights Plan is $100.  As an example, if at the time of the Flip-in Event the Common Shares 
have a market price of $25.00, the holder of each Right would be entitled to receive $200 (twice the Exercise 
Price) in market value of the Common Shares (8 Common Shares) for $100, i.e. at a 50% discount. 

The issue of the Rights is not initially dilutive.  However, upon a Flip-in Event occurring and the Rights separating 
from the Common Shares, reported earnings per share may be affected.  Holders of Rights not exercising their 
Rights upon the occurrence of a Flip-in Event may suffer substantial dilution. 

Any Rights held by an Acquiring Person will become void upon the occurrence of a Flip-in Event.  Any offer 
other than a Permitted Bid, a competing Permitted Bid or a bid for which the Board has waived the application of 
the Rights Plan to a particular Flip-in Event (see “Waiver” below) will become prohibitively expensive for the 
Acquiring Person.  The Rights Plan is therefore designed to require any person interested in acquiring more than 
20% of the Common Shares to do so by way of a Permitted Bid or a Competing Permitted Bid or to make an offer 
which the Board considers to represent the full and fair value of the Common Shares. 

Exemptions for Portfolio Managers, etc. 

Portfolio managers (for fully managed accounts), mutual funds and their managers, trust companies (acting in their 
capacities as trustees and administrators), statutory bodies whose business includes the management of funds. 
administrators of registered pension plans and crown agents acquiring greater than 20% of the Common Shares are 
exempted from triggering a Flip-in Event, provided that they are not making, and are not part of a group making, a 
take-over bid. 

Grandfathered Person 

A person (a “Grandfathered Person”) who was the beneficial owner of more than 20% of the outstanding Common 
Shares on March 20, 2009 is deemed not to be an Acquiring Person until it ceases to own more than 20% of the 
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Common Shares or increases its beneficial ownership by more than 1% of the outstanding Common Shares on 
March 20, 2009 except in specified circumstances.  To the knowledge of the directors of the Corporation the 
Corporation does not have any Grandfathered Person. 

Certificates and Transferability 

Prior to the Separation Time, the Rights will be evidenced by a legend imprinted on the Common Share 
certificates of the Corporation and will not be transferable separately from the Common Shares.  Common Share 
certificates do not need to be exchanged to entitle a shareholder to these Rights.  The legend will be on all new 
certificates issued by the Corporation after the Effective Date.  From and after the Separation Time, the Rights will 
be evidenced by Rights certificates and will be transferable separately from the Common Shares. 

Permitted Bid Requirements 

The Permitted Bid requirements include the following: 

(i) the take-over bid must be made by way of a take-over bid circular; 

(ii) the take-over bid must be made to all holders of Common Shares (other than the 
bidder); 

(iii) the take-over bid provides that no Common Shares tendered pursuant to the take-over 
bid may be taken up prior to the expiry of a 60 day period following the date of the bid 
and unless at such date more than 50% of the Common Shares held by the Independent 
Shareholders (i.e. the shareholders, other than the bidder, its affiliates and persons 
acting jointly or in concert and certain other persons), have been tendered to the take-
over bid and not withdrawn: 

(iv) the take-over bid must be open for acceptance for a minimum period of 60 days; 

(v) the Common Shares deposited pursuant to the bid may be withdrawn until taken up or 
paid for; and 

(vi) if the minimum deposit condition described in (iii) above has been satisfied, the bidder 
must make a public announcement of that fact and the take-over bid must remain open 
for deposits of Common Shares for an additional 10 business days from the date of such 
public announcement. 

The Rights Plan allows for a competing Permitted Bid (a “Competing Permitted Bid”) to be made while a 
Permitted Bid is in existence.  A Competing Permitted Bid must satisfy all of the requirements of a Permitted Bid 
except that no Common Shares will be taken up or paid for pursuant to the Competing Permitted Bid prior to the 
close of business on a date that is no earlier than the later of: 

(a) 35 days after the date of the Competing Permitted Bid; and 

(b) the 60th day after the earliest date on which any other Permitted Bid that is then in existence was 
made. 

Waiver 

The Board, acting in good faith may, prior to the occurrence of a Flip-in Event, waive the application of the Rights 
Plan to a particular Flip-in Event (an “Exempt Acquisition”) where the take-over bid is made by a take-over bid 
circular to all holders of Common Shares.  Where the Board  of Directors exercises the waiver power for one take-
over bid, the waiver will also apply to any other take-over bid for the Corporation made by a take-over bid circular 
to all holders of Common Shares prior to the expiry of any other bid for which the Rights Plan has been waived. 
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Redemption 

The Board, with the approval of the majority of votes cast by shareholders (or the holders of the Rights if the 
Separation Time has occurred) voting in person and by proxy, at a meeting duly called for that purpose, may 
redeem all of the then outstanding Rights at $0.000001 per Right as adjusted by the terms of the Rights Plan.  
Rights shall be automatically redeemed following completion of a Permitted Bid, Competing Permitted Bid or 
Exempt Acquisition. 

Protection Against Dilution 

The Rights Plan contains detailed provisions regarding adjustments to the Exercise Price and the number and 
nature of the securities that may be purchased upon exercise of Rights outstanding to prevent dilution in the event 
of certain declarations of dividends, or consolidation of outstanding Common Shares, issuances of Common 
Shares (or other securities or rights) in respect of or in lieu of an exchange for existing Common Shares or other 
changes in the Common Shares. 

Amendment 

The Board may amend the Rights Plan with the approval of a majority of votes cast by shareholders (or the holders 
of the Rights if the Separation Time has occurred) voting in person and by proxy at a meeting duly called for that 
purpose.  The Board, without such approval, may correct clerical or typographical errors and, subject to the 
subsequent approval as noted above at the next meeting of the shareholders (or holders of Rights, as the case may 
be), may make amendments to the Rights Plan to maintain its validity due to changes in applicable legislation. 

Certain Canadian Federal Income Tax Considerations of the Rights Plan 

The following commentary summarizes certain Canadian federal income tax consequences of the issuance of the 
Rights.  It is of a general nature only and is not intended to constitute nor should it be construed to constitute legal 
or tax advice to any particular holder of Common Shares.  Such shareholders are advised to consult their own tax 
advisors regarding the consequences of acquiring, holding, exercising or otherwise disposing of their Rights, 
taking into account their own particular circumstances and any applicable foreign, provincial or territorial 
legislation. 

The Corporation did not receive any income for the purposes of the Income Tax Act (Canada) (the “ITA”) as a 
result of the issuance of the Rights.  The ITA provides that the value of a right to acquire additional shares of a 
corporation is not a taxable benefit which must he included in computing income of a shareholder, and is not 
subject to non-resident withholding tax, if the right is conferred on all holders of common shares.  Although the 
Rights are to be so conferred, the Rights could become void in the hands of certain holders of Common Shares 
upon certain triggering events occurring (such as a Flip-in Event) and, consequently, whether or not the issuance 
of the Rights is a taxable event is not entirely free from doubt.  In any event, only the amount or value of such 
benefit must be included in computing income of a shareholder.  The Corporation considers that the Rights have 
negligible monetary value because there is only a remote possibility that the Rights will ever be exercised.  If the 
Rights are disposed of (except on exercise thereof), a holder of Rights may be subject to tax in respect of the 
proceeds of disposition of such Rights. 

Eligibility for Investment in Canada 

Provided that at all material times the Corporation remains a “public corporation” for purposes of the ITA and 
deals at arm’s length with each person who is an annuitant, a beneficiary, an employer or a subscriber, as the case 
may be, under a registered retirement savings plan, a registered retirement income fund, a deferred profit sharing 
plan or a registered education savings plan (collectively, the “Plans”), the Rights will be qualified investments 
under the ITA for the Plans. 

Confirmation by Shareholders 

To be effective, the resolution must be passed by: 

(a) a simple majority of the votes cast thereon by the shareholders present in person or by proxy at 
the Meeting; and 
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(c) a simple majority of the votes cast thereon by the Shareholders present in person or by proxy at 
the Meeting without giving effect to any votes cast by any Grandfathered Person and any 
associate, affiliate and insider of a Grandfathered Person. 

The text of the resolution to confirm the Rights Plan and the rights distributed pursuant thereto is as follows: 

“BE IT RESOLVED as an ordinary resolution that: 

1. the shareholder rights plan, the terms and conditions of which are set out in the Shareholders Rights Plan 
Agreement dated March 20, 2009 between Arsenal Energy Inc. (the “Corporation”) and Computershare 
Trust Company of Canada (the “Rights  Agreement”), and the distribution and continued existence of the 
rights distributed pursuant to the Rights Agreement, as more particularly described in the Management 
Proxy and Information Circular dated May 20, 2009 be and the same is hereby ratified, confirmed and 
approved; 

2. any officer or director of the Corporation be and is hereby authorized and directed, for and on behalf of 
the Corporation to execute and deliver, under the corporate seal of the Corporation or otherwise, all such 
certificates, directions, notices, acknowledgements, receipts, documents, agreements and instruments and 
including, without limitation, execution of the Rights Agreement and to do or cause to be done all such 
other acts and things as such director or officer of the Corporation shall determine to be necessary or 
desirable in order to carry out the intent of this resolution and the matters authorized hereby, such 
determination to be conclusively evidenced by the execution and delivery of such documents or 
instruments or the doing of any such act or thing; and 

3. notwithstanding that these resolutions have been duly passed by the holders of the outstanding common 
shares of the Corporation, the directors of the Corporation are hereby authorized and empowered, if they 
decide not to proceed with any of the actions contemplated in the foregoing resolutions, to revoke these 
resolutions at any time prior to the proposed effective date for such action without further notice to, or 
approval of the holders of the common shares.” 

The Toronto Stock Exchange, on which the Common Shares are listed for trading, has accepted notice from the 
Corporation of the issue of the Rights and the Common Shares made subject to issuance on the exercise of the 
Rights, subject to shareholder ratification of the Rights Plan at the Meeting. 

The persons named in the enclosed form of proxy, if named as proxy, intend to vote in favour of the 
resolution regarding the Rights Plan unless a shareholder has specified in his proxy that his shares are to be 
voted against such resolution. 

Recommendation of the Board 

In adopting the Rights Plan, the Board considered the appropriateness of establishing a shareholder rights plan and 
concluded, for the reasons discussed above, that it was in the best interests of the Corporation and favourable to 
maximizing shareholder value to adopt the Rights Plan.  Accordingly, the Board unanimously recommends 
that shareholders of the Corporation ratify, confirm and approve the Rights Plan by voting in favour of the 
resolution confirming the Rights Plan and the rights distributed pursuant thereto. 

Other Business 

Management is not aware of any other matters to come before the Meeting other than those set out in the Notice of 
Meeting.  If other matters come before the Meeting, it is the intention of the individuals named in the form of 
proxy to vote the same in accordance with their best judgment in such matters. 

GENERAL 

All matters to be brought before the Meeting require, for the passing of same, a simple majority of the votes cast at 
the Meeting by the holders of Common Shares.  If a majority of the Common Shares represented at the Meeting 
should be voted against the appointment of KPMG LLP, Chartered Accountants, as the auditor of the Corporation, 
the Board will appoint another firm of chartered accountants based upon the recommendation of the Audit 
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Committee, which appointment for any period subsequent to the 2009 meeting of shareholders shall be subject to 
approval by the shareholders at the next annual and special meeting of shareholders. 

ADDITIONAL INFORMATION 

Additional information relating to the Corporation is on SEDAR at www.sedar.com. Shareholders may contact the 
Corporation at (403) 262-4854 to request copies of the Corporation’s financial statements and MD&A. Financial 
information is provided in the Corporation’s comparative financial statements and MD&A for the Corporation’s 
most recently completed financial year. 



 

 

SCHEDULE A 

ARSENAL ENERGY INC. 
(the “Corporation”) 

BOARD MANDATE 
(National Policy 58-201 Corporate Governance Guidelines) 

1. The Board of Directors of the Corporation (“Board”) is responsible for: 

(a) stewardship of the Corporation; 

(b) supervising the management of the business and affairs of the Corporation; and 

(c) providing leadership to the Corporation by practicing responsible, sustainable and ethical decision 
making. 

2. The Board has the responsibility to: 

(a) act honestly and in good faith with a view to the best interests of the Corporation; 

(b) exercise the care, diligence and skill that a reasonably prudent Board would exercise in 
comparable circumstances; and 

(c) direct management to ensure legal, regulatory and exchange requirements applicable to the 
Corporation have been met. 

3. A majority of the Board will, at all times, be independent directors as defined in then current laws 
applicable to the Corporation. 

4. To be considered for nomination and election to the Board, directors must demonstrate integrity and high 
ethical standards in their business dealings, their personal affairs and in the discharge of their duties to and 
on behalf of the Corporation. 

5. The Board is responsible to: 

(a) meet in person, or in exceptional circumstances by telephone conference call, at least once each 
quarter and as often thereafter as required to discharge the duties of the Board; 

(b) hold meetings of the independent directors without management and non independent directors 
present; and 

(c) comply with the position description applicable to individual directors. 

6. The Board is responsible to annually select a member of the Board, whether or not that member is 
independent, to serve as Board chair, or if the Chief Executive Officer of the Corporation (the “CEO”) is 
also the Board chair, a lead director to: 

(a) provide leadership to the independent directors;  

(b) manage the affairs of the Board; and  

(c) ensure that the Board functions effectively in fulfillment of its duties to the Corporation. 

7. The Board is responsible to: 

(a) establish such committees of the Board as are required by applicable law and as are necessary to 
effectively discharge the duties of the Board; 
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(b) appoint directors to serve as members of each committee;  

(c) appoint a chair of each committee to: 

(i) provide leadership to the committee; 

(ii) manage the affairs of the committee; and  

(iii) ensure that the committee functions effectively in fulfilling its duties to the Board and the 
Corporation; and 

(d) regularly receive and consider reports and recommendations of each committee, in particular: 

(i) Audit Committee reports and recommendations, particularly with respect to the 
Corporation’s annual audit; and 

(ii) Compensation Committee recommendations regarding corporate goals and objectives, 
Board assessments and compensation. 

8. The Board is responsible to: 

(a) select and appoint the CEO and with the assistance of the Compensation Committee, establish 
CEO goals and objectives and evaluate CEO performance; and 

(b) assist the CEO to select and appoint executive officers, establish executive officers’ goals and 
objectives and monitor their performance. 

9. The Board is responsible to: 

(a) annually review and either approve or require revisions to the mandates of the Board and each 
Board committee, position descriptions, the code of business conduct and ethics (the “Code”) and 
all other policies of the Corporation (collectively the “Governance Documents”); 

(b) take reasonable steps to satisfy itself that each director, the CEO and the executive officers are: 

(i) performing their duties ethically;  

(ii) conducting business on behalf of the Corporation in accordance with the requirements 
and the spirit of the Governance Documents;  

(iii) fostering a culture of integrity throughout the Corporation; and 

(c) arrange, on the advice of the Disclosure Committee, for the Governance Documents to be publicly 
disclosed. 

10. The Board is responsible, with the assistance of the Disclosure Committee, to: 

(a) approve and implement a disclosure policy which provides for disclosure and communications 
practices governing the Corporation; and 

(b) approve and maintain a process for the Corporation’s stakeholders to contact the independent 
directors directly with concerns and questions regarding the Corporation. 

11. The Board is responsible for: 

(a) reviewing departures from the Code;  

(b) providing or denying waivers from the Code; and 
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(c) disclosing departures from the Code including by filing required material change reports for 
material departures from the Code containing: 

(i) the date of the departure; 

(ii) the parties involved; 

(iii) the reason why the Board has or has not sanctioned the departure; and 

(iv) any measures taken to address or remedy the departure. 

12. The Board has the duty to: 

(a) adopt a strategic planning process for increasing shareholder value, annually approve a strategic 
plan, and regularly monitor the Corporation’s performance against its strategic plan; 

(b) approve capital and operating budgets to implement the strategic plan; 

(c) conduct periodic reviews of the Corporation’s resources, risks, and regulatory constraints and 
opportunities to facilitate the strategic plan; and 

(d) evaluate management’s analysis of the strategies of existing and potential competitors and their 
impact, if any, on the Corporation’s strategic plan. 

13. The Board has the duty to: 

(a) adopt a process to identify business risks and ensure appropriate systems to manage risks; and 

(b) together with the Audit Committee, ensure policies and procedures are in place and are effective to 
maintain the integrity of the Corporation’s: 

(i) disclosure controls and procedures; 

(ii) internal controls over financial reporting; and 

(iii) management information systems. 

14. The Board has the duty to: 

(a) review and on the advice of the Audit Committee, approve, prior to their public dissemination: 

(i) interim and annual financial statements and notes thereto;  

(ii) managements’ discussion and analysis of financial condition and results of operations;  

(iii) relevant sections of the annual report, annual information form and Information Circular 
containing financial information;  

(iv) forecasted financial information and forward looking statements; and  

(v) all press releases and other documents in which financial statements, earnings forecasts, 
results of operations or other financial information is disclosed; and 

(b) approve dividends and distributions, material financings, transactions affecting authorized capital 
or the issue and repurchase of shares and debt securities, and all material divestitures and 
acquisitions. 
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15. The Board has access to all books, records, facilities and personnel of the Corporation necessary for the 
discharge of its duties. 

16. The Board has the power, at the expense of the Corporation, to retain, instruct, compensate and terminate 
independent advisors to assist the Board in the discharge of its duties. 



 



 



PRINTED IN CANADA
O

O

55333



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




