ST. AUGUSTINE GOLD AND COPPER LIMITED

Notice of Meeting and Information Circular
in respect of the

ANNUAL MEETING OF SHAREHOLDERS
to be held June 26, 2014

NOTICE OF THE ANNUAL MEETING OF SHAREHOLDERS
to be held June 26, 2014
TO THE SHAREHOLDERS OF ST. AUGUSTINE GOLD AND COPPER LIMITED
Notice is hereby given that the annual meeting (the "Meeting") of the holders ("Shareholders") of
common shares ("Common Shares") of St. Augustine Gold and Copper Limited (the "Company") will be
held at the Chase Building, conference room "A" located at 601 West Main, Spokane, Washington 99201,
on Thursday, June 26, 2014, at 3:00 p.m. (Pacific Standard time), for the following purposes:
1. to receive the audited financial statements of the Company for the year ended December 31,
2013, and the report of the auditors thereon;
2. to elect directors of the Company as described in the Information Circular accompanying this
Notice;
3. to appoint Ernst & Young LLP as auditors of the Company and to authorize the directors to fix the
remuneration to be paid to the auditors;
4. to approve the Stock Option Plan Renewal Resolution, an ordinary resolution set out in Appendix
“A” to the Company’s management information circular dated June 26, 2014 (the “Circular”),
approving the Company’s ability to continue to grant stock options under the 2011 stock option
plan for an additional three years and to re-approve the unallocated entitlements under the stock
option plan of the Company; and
5. To transact such other business as may properly come before the Meeting or any adjournment or
adjournments thereof.
The specific details of the matters to be considered at the Meeting are set out in the Information
Circular dated May 14, 2014 which accompanies this Notice. Only Shareholders of record at the
close of business on May 12, 2014, are entitled to receive notice of and to vote at the Meeting or
any adjournment thereof.
This year we are again posting electronic versions of the Circular and our Annual Report (collectively, the
“investor materials”) on our website for shareholder review – a process known as “Notice and Access.”
Electronic copies of the investor materials may be accessed at www.sagcmining.com/investors/financialsedar-filings/ and at www.sedar.com. Please contact us at 855.351.1223 or by email at
jissler@sagcmining.com before 5:00 p.m. PDT on June 12, 2014 if you would like to receive paper copies
of any of the investor materials in advance of the deadline to submit your vote, of if you have any
questions about Notice and Access. We will mail materials free of charge within three business days of
your request. All shareholders who have signed up for electronic delivery of the investor materials will
continue to receive them by email.
If you are a registered Shareholder and are unable to attend the Meeting in person, please date and
execute the accompanying form of proxy and return it in the envelope provided to Computershare Trust
Company, the registrar and transfer agent of the Common Shares, at 100 University Avenue, Toronto,
Ontario M5J 2Y1, by no later than 3:00 p.m. (Toronto time) on June 24, 2014, or two business days
preceding the date of any adjournment.
If you are not a registered Shareholder and receive these materials through your broker or through
another intermediary, please complete and return the form of proxy in accordance with the instructions
provided to you by your broker or by the other intermediary.
DATED at the City of Spokane, in the State of Washington, this 14th day of May, 2014.

BY ORDER OF THE BOARD OF DIRECTORS OF ST. AUGUSTINE GOLD AND COPPER LIMITED.
(Signed) "Andrew J. Russell"
President and Chief Executive Officer
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MANAGEMENT INFORMATION PROXY CIRCULAR

for the Annual Meeting of Shareholders to be held June 26, 2014

GENERAL PROXY INFORMATION
Purpose of Solicitation
This Information circular is furnished in connection with the solicitation of proxies by the
management of St. Augustine Gold and Copper Limited for use at the Meeting of the Shareholders
of Common Shares.
The meeting (the "Meeting") of the holders ("Shareholders") of common shares ("Common Shares") of
St. Augustine Gold and Copper Limited ("St. Augustine" or the "Company") will be held at the Chase
Building, conference room "A" located at 601 West Main, Spokane, Washington 99201, on June 26, 2014,
at 3:00 p.m. (Pacific Standard time) and at any adjournments thereof for the purposes set forth in the
Notice of Meeting accompanying this information circular (the "Information Circular"). Information
contained herein is given as of May 14, 2014, unless otherwise specifically stated.
Solicitation of proxies will be primarily by mail but may also be by telephone, facsimile, in person or by
other means of communication by directors, officers and employees of St. Augustine who will not be
additionally compensated. All costs and expenses incurred in connection with the solicitation of proxies
will be borne by St. Augustine.
Appointment and Revocation of Proxies
Enclosed herewith is a form of proxy for use at the Meeting. The persons named in the form of proxy are
directors and/or officers of St. Augustine. A Shareholder submitting a proxy has the right to appoint a
nominee (who need not be a Shareholder) to represent such Shareholder at the Meeting other
than the persons designated in the enclosed form of proxy by inserting the name of the chosen
nominee in the space provided for that purpose on the form of proxy and by striking out the
printed names.
A form of proxy will not be valid for the Meeting or any adjournment thereof unless it is signed by the
Shareholder or by the Shareholder's attorney authorized in writing or, if the Shareholder is a corporation,
it must be executed by a duly authorized officer or attorney thereof. The proxy to be acted upon must be
deposited with Computershare Trust Company, the registrar and transfer agent of the Common Shares,
at 100 University Avenue, Toronto, Ontario M5J 2Y1, by no later than 3:00 p.m. (Toronto time) on June
24, 2014, or two business days preceding the date of any adjournment.
A Shareholder who has given a proxy may revoke it prior to its use, in any manner permitted by law,
including by instrument in writing, executed by the Shareholder or by his or her attorney authorized in
writing or, if the Shareholder is a corporation, executed by a duly authorized officer or attorney thereof,
and deposited at the registered office of the Company at any time up to and including the last business
day preceding the day of the Meeting, or any adjournment thereof, at which the proxy is to be used or
with the chairman of the Meeting on the day of the Meeting or any adjournment thereof.
Advice to Beneficial Holders of Common Shares
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 do not hold their Common Shares in their own name (referred to in this Information Circular as
"Beneficial Shareholders") should note that only proxies deposited by Shareholders whose names

1

appear on the records of St. Augustine as the registered Shareholders can be recognized and acted upon
at the Meeting. If Common Shares are listed in an account statement provided to a Shareholder by a
broker, then in almost all cases those Common Shares will not be registered in the Shareholder's name
on the records of St. Augustine. Such Common Shares will more likely be registered under the names 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 CDS Depository and Clearing
Services Inc., which acts as nominee for many Canadian brokerage firms). Common Shares held by
brokers or their agents or nominees can only be voted (for or against resolutions) upon the instructions of
the Beneficial Shareholder. Without specific instructions, brokers and their agents and nominees are
prohibited from voting Common Shares for the broker's clients. Therefore, Beneficial Shareholders
should ensure that instructions respecting the voting of their Common Shares are communicated
to the appropriate person.
Applicable regulatory policy requires intermediaries/brokers to seek voting instructions from Beneficial
Shareholders in advance of shareholders' meetings. Every intermediary/broker has its own mailing
procedures and provides its own return instructions which should be carefully followed by Beneficial
Shareholders in order to ensure that their Common Shares are voted at the Meeting. Often, the form of
proxy supplied to a Beneficial Shareholder by its broker is identical to the form of proxy provided to
registered Shareholders; however, its purpose is limited to instructing the registered Shareholder how to
vote on behalf of the Beneficial Shareholder. The majority of brokers now delegate responsibility for
obtaining instructions from clients to Broadridge Financial Services, Inc. ("Broadridge"). Broadridge
typically mails a scanable voting instruction form in lieu of the form of proxy. The Beneficial Shareholder is
requested to complete and return the voting instruction form to them by mail or facsimile. Alternatively, the
Beneficial Shareholder can call a toll-free telephone number or visit www.proxyvote.com to vote the
Common Shares held by the Beneficial Shareholder. Broadridge then tabulates the results of all
instructions received and provides appropriate instructions respecting the voting of Common Shares to be
represented at the Meeting. A Beneficial Shareholder receiving a voting instruction form cannot use that
voting instruction form to vote Common Shares directly at the Meeting as the voting instruction form must
be returned as directed by Broadridge well in advance of the Meeting in order to have the Common
Shares voted.
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 (or agent of the broker), a Beneficial
Shareholder may attend at the Meeting as proxyholder for a registered Shareholder and vote the
Common Shares in that capacity. Beneficial Shareholders who wish to attend at the Meeting and
indirectly vote their Common Shares as proxyholder for a registered Shareholder should enter their own
names in the blank space on the instrument of proxy provided to them and return the same to their broker
(or the broker's agent) in accordance with the instructions provided by such broker (or agent), well in
advance of the Meeting.
Voting of Proxies
All Common Shares represented at the Meeting by properly executed proxies will be voted on any matter
that may be called for and, where a choice with respect to any matter to be acted upon has been
specified in the accompanying form of proxy, the Common Shares represented by the proxy will be voted
in accordance with such instructions. In the absence of any such instruction, the persons whose
names appear on the printed form of proxy will vote in favour of all the matters set out thereon.
The enclosed form of proxy confers discretionary authority upon the persons named therein. If
any other business or amendments or variations to matters identified in the Notice of Meeting
properly comes before the Meeting, then discretionary authority is conferred upon the person
appointed in the proxy to vote in the manner they see fit, in accordance with their best judgment.
At the time of the printing of this Information Circular, the management of St. Augustine knew of no such
amendment, variation or other matter to come before the Meeting other than the matters referred to in the
Notice of Meeting.
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Notice and Access
The Company is using the Notice and Access provisions of National Instrument 54-101 – Communication
with Beneficial Owners of Securities of a Reporting Issuer and National Instrument 51-102 – Continuous
Disclosure Obligations (“Notice and Access”) to provide meeting materials electronically for both
registered and non-registered shareholders. Instead of mailing meeting materials to shareholders, the
Company
has
posted
this
Circular
and
form
of
proxy
on
its
website
at
www.sagcmining.com/investors/financial-sedar-filings/, in addition to the System for Electronic Document
Analysis and Retrieval (“SEDAR”) at www.sedar.com. The Company has sent the Notice and a form of
proxy or voting instruction form (collectively, the “Notice Package”) to all shareholders informing them that
this Circular is available online and explaining how this Circular may be accessed. The Company will not
directly send the Notice Package to non-registered shareholders. Instead, the Company will pay
Intermediaries to forward the Notice Package to all non-registered shareholders.
The Company has elected to utilize Notice and Access because it allows for a reduction in the use of
printed paper materials and has reduced printing and mailing costs associated with the Company’s
shareholder meetings.
In accordance with Notice and Access, the Company set the Record Date at least 40 days before the
meeting.
Registered and non-registered shareholders who have signed up for electronic delivery of this Circular
and the Company’s Annual Report (which includes management’s discussion and analysis and
consolidated financial statements for the fiscal year ended December 31, 2013) (the “Annual Report”) will
continue to receive them by email. No shareholders will receive a paper copy of this Circular unless they
contact the Company, in which case the Company will mail this Circular within three business days of
any request provided the request is made before the date of the meeting or any adjournment thereof.
We must receive your request before 5:00 p.m. PDT on June 12, 2014, to ensure you will receive paper
copies in advance of the deadline to submit your vote. If your request is made after the meeting and
within one year of the Circular being filed, the Company will mail the Circular within 10 calendar days of
any request.
Voting Shares and Principal Holders Thereof
The board of directors of the Company ("Board of Directors" or "Board") has fixed May 12, 2014, as the
record date. Shareholders at the close of business on May 12, 2014, are entitled to receive notice of the
Meeting and to vote thereat or at any adjournments thereof on the basis of one vote for each Common
Share held, except to the extent that: (i) a registered Shareholder has transferred the ownership of any
Common Shares subsequent to May 12, 2014; and (ii) the transferee of those Common Shares produces
properly endorsed share certificates, or otherwise establishes that he or she owns the Common Shares
and demands, not later than 10 days before the Meeting, that his or her name be included on the list of
persons entitled to vote at the Meeting, in which case, the transferee shall be entitled to vote such
Common Shares at the Meeting. The transfer books will not be closed.
As of the date hereof, 487,758,334 Common Shares were issued and outstanding as fully paid and nonassessable.
As of the date hereof, to the knowledge of the directors and executive officers of St. Augustine, there are
no persons or companies who beneficially own, directly or indirectly, or control or direct Common Shares
carrying 10% or more of the voting rights attached to all of the Common Shares, except as set forth
below:
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Voting Securities Held

Percentage of Voting
Securities Held

Russell Mining and Minerals, Inc. (1)

144,000,000

29.52%

Queensberry Mining and Development Corp. (2)

102,718,500

21.06%

67,500,000

13.84%

Name

B2Gold Corp.

Notes
(1)
(2)

Andrew J. Russell is the President of Russell Mining and Minerals, ULC. (“RMMU”), which holds 144,000,000
Common Shares.
Manuel Paolo A. Villar is the President and Chief Executive Officer of Queensberry Mining and Development Corp.
("Queensberry"), which holds 102,718,500 shares (21.06%).

As of the date hereof, the directors and executive officers of St. Augustine, as a group, beneficially
owned, directly or indirectly, 247,466,500 Common Shares, representing 50.74% of the issued and
outstanding Common Shares.
As of the date hereof, the directors and executive officers of St. Augustine, as a group, beneficially
owned, directly or indirectly, 20,072,000 options ("Options") to purchase Common Shares issuable
pursuant to the Company's incentive stock option plan (the "Option Plan") of the Company. If all such
Options were exercised, the directors and executive officers of St. Augustine, as a group, would hold
approximately 52.68% of the then issued and outstanding Common Shares (on a fully diluted basis).
BUSINESS OF THE MEETING

Financial Statements
The audited financial statements of the Company for the year ended December 31, 2013, and the report
of the auditors thereon will be available at the Meeting. The audited financial statements and the report of
the auditors thereon were provided on or about March 24, 2014, to each Shareholder entitled to receive
them.
Election of Directors
In accordance with the policies of the TSX, the election of the board of directors will be conducted on an
individual, not a slate, basis. Each person elected as a director of the Company will hold office until the
close of the next annual meeting of Shareholders, or until his or her successor is duly elected or
appointed.
The enclosed form of proxy permits you to vote in favour of the nominees, or to withhold votes for
the nominees. It is the intention of the persons named in the enclosed form of proxy, if not
expressly directed to the contrary in such form of proxy, to vote such proxies "FOR" the election
of the nominees specified below.
Management has been informed that each of the proposed nominees are willing to serve as a director if
elected. If, for any reason, any of the nominees is unavailable to serve, the persons designated in the
form of proxy will be able to vote in their discretion for any substitute nominee or nominees.
The following table sets forth the name and jurisdiction of residence of each person that management
proposes to nominate at the Meeting for election as a director, the date each first became a director of the
Company, the current principal occupation, business or employment of each proposed nominee, the
principal occupation, business or employment of each during the past five years and the number of
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Common Shares beneficially owned, or controlled or directed, directly or indirectly, by each of them as at
May 12, 2014.

Name and Residence
Robert L. Russell

(1)

Office(s) held
with St.
Augustine
Director, Chairman
of the Board

Director
Since

Principal Occupation(s) During
the Last Five Years

January, 2011

Chairman of the board of directors
since January 2011, President and
CEO of Josephine Mining Corp
since March 2011; President and
Managing Director of Russell
Associates E & T LLC since
January 2008.
Executive Vice President, General
Counsel and Secretary of Red Lion
Hotels Corporation since February
2013. Mr. McKeirnan previously
held the position of Senior Vice
President, General Counsel from
March 2005 until February 2013.

Spokane, WA, USA

Thomas L.
(2)(3)(4)
McKeirnan

Director

January, 2011

Spokane, WA, USA

Max V. Anhoury

(2)(3)(4)

Director

January, 2011

Tucson, Arizona, USA

Terry J. Krepiakevich

(2)(3)(4)

Director

October, 2011

Vancouver, BC, Canada

Manuel Paolo A. Villar

(5)

Director

October, 2012

Mandaluyong City,
Philippines

Andrew J. Russell

(1)

Spokane, Washington, USA

CEO

Formerly a
director from
Jan. 2011 to
Oct. 2012,
then reappointed
Nov. 2013

Global sales and at Iovation, Inc.
since February 2009. President of
Topline Performance, Inc. since
January 2002.

Chief Financial Officer of SouthGobi
Resources Ltd., a mining company,
from June 2006 to July 2011, then a
Senior Advisor to the Southgobi
finance teams in Hong Kong and
Mongolia. Member of the Board of
Directors and audit committee chair
of Alexco Resource Corp., since
July 2009. Currently also a director
of Western Lithium USA Corp,
Kaizen Discovery, NovaCopper Inc,
and Meryllion Resources.
Mr. Villar has been the Director,
President and Chief Executive
Officer
of
Vista
Land
and
Lifescapes, Inc. as well as a
Director of Starmall, Inc., two large
Philippine corporations. He was
previously Head of Corporate
Planning for Crown Asia and a
consultant for McKinsey & Co.
President and CEO of the Company
since 2010, President and CEO of
Russell Mining and Minerals since
January
2009,
Vice-President,
Development of General Moly, Inc
from October 2007 to August 2008

Common
Shares
Beneficially
Owned
Directly or
Indirectly

29.52%

Less than
1%

Less than
1%

Less than
1%

21.06%

29.53%

Notes:
1)
2)
3)

Robert L. Russell is on the board of directors and is a shareholder of Russell Mining Corporation (“RMC”), which holds the
beneficial ownership to 144,000,000 Common Shares. Andrew J. Russell is the CEO and a shareholder of RMC.
Member of the Audit Committee.
Member of the Compensation Committee.
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4)
5)

Member of the Nominating and Corporate Governance Committee.
Manuel Paolo A. Villar is the President, Chief Executive Officer and a shareholder of Queensberry, which holds the
beneficial ownership to 102,500,000 Common Shares and owns personally another 218,500 Common Shares.

Additional Information Related to Voting Practices
The TSX has adopted amendments to its policies which require listed companies to disclose whether they
have adopted a majority voting policy for the election of directors for non-contested meetings and, if not,
(i) explain their practices for electing directors and (ii) why they have not adopted such a policy. As at the
date hereof, the Company does not have a majority voting policy for the election of directors for noncontested meetings, whereby if the number of securities withheld from voting for a particular director
nominee exceeds the number of securities voted for the election of that director nominee, then such
elected director would be expected to tender his or her resignation.
The Board, through its Nominating and Corporate Governance Committee, annually reviews as part of its
mandate the Company’s governance systems and elects to adopt the policies and practices that are
determined to be in the best interest of the Company and its Shareholders. The practice of the Company
is to consider the directors elected in accordance with the applicable corporate law and securities law
requirements to be duly elected directors. For details regarding the committee’s nomination function, see
"Corporate Governance Disclosure – Nomination of Directors". In addition, the Company considers that
its director nominees represent the appropriate set of individuals who are suitable for a well-balanced and
competent board of directors.
Given the directors that have been nominated at each of the annual shareholder meetings that have been
held since the Company completed its initial public offering have received a significant majority of the
votes cast at each of those meetings, and that each of the nominees will be returning as director if they
are elected at the Meeting, the Nominating and Corporate Governance Committee has not elected to
adopt a majority voting policy at the present time. As the date of the compliance is starting after June 30,
2014, the Nominating and Corporate Governance Committee will work towards the adoption of a majority
voting policy during the upcoming year as part of the Company's annual governance review process.
Corporate Cease Trade Orders or Bankruptcies
To the knowledge of management, no proposed director of the Company is, or has been, within the past
10 years before the date hereof, a director or executive officer of any issuer that, while that person was
acting in that capacity: (i) was the subject of a cease trade or similar order or an order that denied the
issuer access to any exemption under securities legislation for a period of more than 30 consecutive
days; or (ii) was subject to an event that resulted, after the person ceased to be a director or executive
officer, in the issuer being the subject of a cease trade or similar order or an order that denied the issuer
access to any exemption under securities legislation for a period of more than 30 consecutive days.
To the knowledge of management, no proposed director of the Company is, or has been, within the past
10 years before the date hereof, a director or executive officer of any issuer 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.
Personal Bankruptcies
To the knowledge of management, no proposed director of the Company has, within the 10 years before
the date hereof, become bankrupt, made a proposal under any legislation relating to bankruptcy or
insolvency, or became subject to or instituted any proceedings, arrangement or compromise with
creditors, or had a receiver, receiver manager or trustee appointed to hold such person's assets.
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Penalties or Sanctions
To the knowledge of management, no proposed director of the Company has: (i) been subject to 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, other than
penalties for late filing of insider reports; or (ii) been subject to any other penalties or sanctions imposed
by a court or regulatory body that would likely be considered important to a reasonable Shareholder in
deciding whether to vote for a proposed director.
Appointment of Auditors
At the Meeting, Shareholders will be asked to pass a resolution appointing Ernst & Young LLP, Chartered
Accountants, as auditors of the Company for the ensuing year, to hold office until the next annual meeting
of Shareholders and to authorize the Board to fix the remuneration to be paid thereto. Ernst & Young LLP
was first appointed as auditors of the Company on March 28, 2012.
The Board recommends that Shareholders vote FOR the resolution appointing Ernst & Young LLP as
auditors of the Company. In the absence of contrary directions, the persons named in the accompanying
form of proxy intend to vote the Common Shares represented thereby in favour of the resolution
appointing Ernst & Young LLP, Chartered Accountants, as auditors of the Company for the ensuing year.
Approval of Stock Option Plan
At the Meeting, Shareholders will be asked to consider and vote on an ordinary resolution (the “Stock
Option Plan Renewal Resolution”) approving, among other things, the Company’s ability to continue
granting options under the Company’s 2011 stock option plan (the “2011 Plan”) until June 26, 2017,
which is the date that is three years from the date of the Meeting.
A copy of the Stock Option Plan Renewal Resolution is attached hereto as Appendix A, and a copy of the
2011 Plan is set out in Exhibit 1 to Appendix A. A summary of such 2011 Plan is set out under “Executive
and Director Compensation — Option Plan” further below.
To be effective, the Stock Option Plan Renewal Resolution must be approved by more than 50% of the
votes cast by disinterested Shareholders (excluding the votes of any directors and officers and their
associates and affiliates entitled to participate in the 2011 Plan), voting in person or by proxy at the
Meeting. Accordingly, an aggregate of 247,466,500 Common Shares, representing 50.74% Common
Shares held by directors and officers entitled to participate in the 2011 Plan will be excluded from the vote
on the Stock Option Plan Renewal Resolution.
Unless a proxy specifies that the Common Shares it represents should be voted against the
approval of the Stock Option Plan Renewal Resolution or voted in accordance with the
specification in the proxy, the persons named in the form of proxy intend to vote FOR the
approval of the Stock Option Plan Renewal Resolution.
Other Business
Management is not aware of any other business to come before the Meeting other than as set forth in the
Notice of Meeting. If any other business properly comes before the Meeting, it is the intention of the
persons named in the form of proxy to vote the Common Shares represented thereby in accordance with
their best judgment on such matter.
INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED ON
Management of St. Augustine is not aware of any material interest, direct or indirect, of any director or
executive officer of St. Augustine or any associate or affiliate of any of the foregoing in any matter to be
acted on at the Meeting.
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EXECUTIVE AND DIRECTOR COMPENSATION
Compensation Discussion and Analysis
Introduction
The purpose of this Compensation Discussion and Analysis ("CD&A") is to provide information about the
Company's philosophy for executive compensation, the elements of compensation and the objectives for
such elements. This disclosure is intended to communicate the compensation provided to the Company's
senior leaders during 2013, being the six (6) identified named executive officers ("Named Executive
Officers").
The Named Executive Officers who are the focus of the CD&A are as follows:
x
x
x
x
x
x

Andrew J. Russell, Chief Executive Officer
JuliAnn M. Issler, Interim Chief Financial Officer(1)
Robert Orr, Chief Financial Officer(1)
Thomas C. Henderson, Chief Operational Officer
Kee Ming Chi, General Counsel
Louis H. Lazo, Vice President, Human Resources

Notes:
1)

On April 10, 2013, the Company announced that Mr. Orr had resigned from the Company as Chief Financial Officer. Ms.
JuliAnn Issler assumed the position of interim Chief Financial Officer after Mr. Orr’s resignation.

Compensation Philosophy and Objectives
The Compensation Committee is responsible for ensuring the Company's executive compensation
program reflects the objectives and long term interests of the Company. The primary objectives of the
Company's executive compensation program are: (i) to attract and retain talented and experienced
people; (ii) to motivate and reward executive officers; (iii) to align the interests of executive officers and
Shareholders; and (iv) to provide flexibility to enable the Company to be responsive to changes in the
organization, the marketplace and the economy.
The Company collects data from multiple sources to determine appropriate ranges of pay for executives
and other employees. The Company uses data from mining specific surveys as well as surveys of the
broad local and national markets. Survey information is combined with data collected from its reference
groups to establish pay ranges for its executive positions. The Company is in a unique position of
requiring talent commensurate with the mid-tier operating companies (based on the projected size and
complexity of Company's principal property, known as the "King-king Project") while currently being in a
development company stature. Therefore the Company established two reference groups. The
development/small operators group consisted of General Moly, Inc., NovaGold Resources, Inc.,
Seabridge Gold, Inc., Golden Minerals Company, Augusta Resource Corp., Mines Management, Aurizon
Mines, Ltd., Great Basin Gold, Ltd., Alamos Gold, Inc., and Revett Minerals, Inc The mid-tier group
consisted of Stillwater Mining Company, Golden Star Resources, Ltd., Thompson Creek Metals
Company, Inc., Agnico-Eagle Mines, Ltd., Centerra Gold, Inc., AuRico Gold, Inc., Coeur d’Alene Mines
Corporation, Hecla Mining Co., Eldorado Gold Corp., and Semafo, Inc.
The Company targets the median of the defined market for all elements of compensation. Executives
and employees have the opportunity to earn above median compensation for superior performance over
time. Individual compensation is determined based on individual and company performance. Individual
compensation is slotted, based on performance, within established ranges.
See "Corporate Governance Disclosure - Board Committees and their Mandates - Compensation
Committee" for details of the Compensation Committee's members, independence, responsibilities and
powers.
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Elements of Compensation
Standard compensation arrangements for the Named Executive Officers generally include three
key elements: (i) base salary; (ii) performance-based cash bonus; and (iii) equity in the form of options.
The Named Executive Officers are also eligible to participate in the same benefits as are offered to fulltime employees. The Company does not view these benefits as a significant element of its compensation
structure. The Compensation Committee does not have a formal policy for allocating compensation
between cash and non-cash compensation. Instead, the Compensation Committee currently determines
on a case-by-case basis the appropriate level and mix of various compensation components.
a) Base Salaries
The objective of base salary compensation is to attract, retain and reward executive officers and
employees. Base salary is intended to be competitive with companies of similar size and industry while
still allowing the Company to shop for talent in the broad market. In setting base compensation levels,
consideration is given to such factors as level of responsibility, expected levels of performance, and
experience.
Base salaries of executive officers are generally reviewed annually by the Compensation Committee. In
addition to the above factors, decisions regarding salary increases are impacted by each executive
officer's current salary and the amounts paid to similarly situated executives in our selected reference
groups of companies as well as those with comparable responsibilities in the broad market.
b) Performance Based Cash Bonuses
The Board, based upon recommendations from the Compensation Committee, has authority to award
discretionary annual cash bonuses to executives and employees, which are intended to motivate and
reward the recipients. The actual amount of any bonus is determined following a review of the
performance of the organization against its goals and each officer's individual performance. Bonus
decisions may be influenced by other criteria, including the Company's ability to pay such bonuses.
c) Options
Option grants are an integral component of the compensation package for the Company's senior officers
and other key employees. The Option Plan is designed to: (i) recognize and reward the impact of longerterm strategic actions undertaken by management; (ii) align the interests of the Company's executives
and employees with Shareholders; (iii) focus management on developing and successfully implementing
the continuing growth strategy of the Company; (iv) foster the retention of key management personnel;
and (v) attract talented individuals to the Company.
Option grants are approved by the Board after considering the recommendations of the Compensation
Committee. In granting new Options, consideration is given to: (i) the number and terms of Options
already outstanding on an individual basis; (ii) the limits imposed by the TSX and the Option Plan on the
total number of Options that may be outstanding; (iii) option practices and levels among other mining
companies; and (iv) the expected impact of the role of the executive on the Company's performance and
strategic development.
In recommending Option grants to the Board, the Compensation Committee considers the base salary of
the individual, the individual's responsibilities within the Company, previous Option grants to the
individual, and levels of equity awarded to similarly situated executives in the broader mining market and
within our reference groups of companies. The Compensation Committee then uses its discretion to
adjust the number of Options to be granted up or down based upon individual performance and other
factors. See "Option Plan" for details on the Option Plan.
d) Benefits and Other Perquisites
The Named Executive Officers are eligible to participate in the benefits generally offered to all full time
employees. These benefits and other perquisites include such items as life insurance, disability, medical,
dental, health and accident plans, up to five weeks of annual paid vacation, and parking. These benefits
9

and other perquisites are designed to be competitive overall with equivalent positions in similar
companies.
The Compensation Committee does not believe that its compensation programs encourage excessive or
inappropriate risk taking as the Company's employees receive both fixed and variable compensation, and
the fixed (salary) portion provides a competitive and steady income regardless of whether an employee
receives an annual cash bonus and what the current value of an employee's Options are.
Although the Company does not have a policy which prohibits any Named Executive Officer or director
from purchasing financial instruments designed to hedge or offset a decrease in market value of equity
securities granted as compensation or held by the Named Executive Officer or director, to the knowledge
of the Company no Named Executive Officer or director has entered into any such agreement.
Compensation Process
The Board, relying on significant input from the Compensation Committee, has the ultimate responsibility
for the Company's compensation program and compensation decisions. The Compensation Committee
and the Board generally seek advice of officers and other advisors when making these decisions.
The CEO, with the executive team, develops company and individual performance goals. Executive
performance is evaluated periodically by the CEO who makes pay recommendations to the Committee.
When determining senior officer compensation, the Board evaluates the Company's performance relative
to the corporate objectives and strategic business plans and the executives’ achievements during the
fiscal year.
Company and individual objectives are focused on the achievement of certain milestones that advance
the project’s design, permitting, funding and infrastructure.
Compensation Consulting and Resources
The Company did not retain an outside compensation consultant in 2012, choosing instead to rely on
internal resources. The Company’s VP of Human Resources had been a compensation consultant for 14
years prior to joining the Company in July of 2011.
The Company subscribed to the Mercer Consulting Mining Industry Survey and Equilar to obtain data to
support compensation decisions. Total cost of these resources was approximately $10,000.
Analysis of 2013 Compensation and Compensation Decisions
Compensation decisions and payments made during 2013 were affected by the circumstances of the
Company during the year. No executives were hired in 2013.
Year-end base rate adjustments and bonus determination for executives other than the CEO were based
on recommendations made to the Compensation Committee by the CEO considering the performance of
the organization against goals, the individual performance and contribution of the executive, and the
executive’s position in the established range. Recommendations related to CEO base compensation and
bonuses were developed by the Compensation Committee considering the same criteria and process.
In order to conserve cash, and because the Committee felt that current pay levels were appropriate, no
executives were awarded pay increases in 2014 for 2013 performance.
Share Performance Graph
The following graph and table illustrates the Company’s inception (August 17, 2010) to December 31,
2013 cumulative shareholder return based on a $100 investment on August 17, 2010 in the Company’s
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common shares compared to the cumulative return on a comparable investment on the SPDR Gold
Shares Exchange Traded Fund (formerly the S&P/TSX Capped Gold Index) and the S&P/TSX Composite
Index for the same period, ended December 31, 2013. Each index is as published by the TSX. The
calculations exclude trading commissions and taxes. Total shareholder returns from each investment can
be calculated from the quarter-end investment values shown in the following graph.

FROM INCEPTION (August 17, 2010) TOTAL COMMON SHAREHOLDER RETURN COMPARISONS
(Based on an initial investment of $100 on August 17, 2010 to December 31, 2013)

The Compensation Committee considers various factors in determining the compensation of the Named
Executive Officers, Common Share performance is one performance measure that is reviewed and taken
into consideration with respect to executive compensation. As a gold/copper company, the Company’s
Common Share price can be impacted by the market price of gold, which can fluctuate widely and be
affected by numerous factors that are beyond the Company’s control and difficult to forecast. The
Common Share price is also affected by other factors beyond the Company’s control, including general
and industry-specific economic and market conditions.
Over the period from inception (August 17, 2010) through December 31, 2013, the Company’s share
price has underperformed the S&P/TSX Composite and SDPR Gold Shares indices. The Company’s
share price decreased by 31.03% since inception, compared to an increase of 16.14% for the S&P/TSX
Composite Index and a decrease of 3.03% for the SPDR Gold Shares.
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Summary Compensation Table
The following table (presented in accordance with National Instrument Form 51-102F6- “Form 51-102F6”)
provides information concerning compensation of the Named Executive Officers for the year ended
December 31, 2013, 2012 and 2011.
Non-Equity Incentive
Plan Compensation
($)

Name and Principal Position

Year

Andrew J. Russell, President 2011
2012
(a)
& Chief Executive Officer
2013
2011
Robert Orr, Former Chief
2012
(b)
Financial Officer
2013
2011
JuliAnn M. Issler, Acting
2012
(c)
Chief Financial Officer
2013
Thomas C. Henderson, Chief 2011
2012
(d)
Operating Officer
2013
2011
Kee Ming Chi, General
2012
(e)
Counsel
2013
2011
Louis H. Lazo, VP Human
2012
(f)
Resources
2013

Salary
($)

398,333
450,000
450,000
NIL
200,000
105,047
73,864
155,000
177,500
306,250
275,001
275,000
205,833
366,000
366,000
86,061
214,999
215,000

ShareBased
Awards
($)

NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL

OptionBased
Awards
($)(1)

1,364,049
319,947
NIL
NIL
99,940
NIL
74,024
NIL
16,971
1,534,555
271,959
NIL
NIL
287,469
38,371
NIL
158,108
NIL

Annual Long-term
Incentive Incentive Pension
All Other
Total
Plans
Plans
Value Compensation Compensation
(2)
($)
($)
($)(3)
($)
($)

400,000
337,500
NIL
NIL
NIL
NIL
22,500
29,063
NIL
103,125
120,313
NIL
72,917
160,125
NIL
62,500
80,625
NIL

NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL

NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL
NIL

NIL
29,603
NIL
NIL
NIL
NIL
NIL
NIL
7,431
49,778
819
NIL
NIL
NIL
NIL
NIL
NIL
2,517

2,162,382
1,137,050
450,000
NIL
299,940
105,047
170,388
184,063
201,902
1,993,708
668,092
275,000
278,750
813,594
404,371
148,561
453,732
217,517

Notes:
1)

The value of option-based awards was determined using the Black-Scholes option pricing model, a commonly used
mathematical valuation model that ascribes a value to a stock option based on a number of factors, including the exercise price
of the option, the price of the underlying security on the date the option was granted, and assumptions with respect to the
volatility of the price of the underlying security, the expected life of the option, forfeitures, dividend yield and the risk-free rate of
return. The assumptions used in the pricing model are highly subjective and can materially affect the estimated fair value and
do not correspond to the actual value that will be recognized by the Named Executive Officers. Calculating the value of stock
options using this methodology is very different from a simple "in-the-money" value calculation. In fact, stock options that are
well out-of-the-money can still have a significant estimated "grant date fair value" based on a Black-Scholes valuation,
especially where, as in the case of the Company, the price of the share underlying the option is highly volatile. Whether, and to
what extent, a Named Executive Officer realizes value will depend on the Company’s actual operating performance, stock price
fluctuations and the Named Executive Officer’s continued employment. Accordingly, caution must be exercised in comparing
grant date fair value amounts with cash compensation or an in-the-money option value calculation. The same caution applies
to the amounts in the "Total Compensation" column above, which are based, in part, on the grant date fair value amounts set
out in the "Option Based Awards" column above. The value of the in-the-money options currently held by each Named
Executive Officer (based on share price less option exercise price) is set forth in "Outstanding Option-Based Awards" table
below.
a.

Andrew J. Russell – No options were issued to Mr. Russell in 2013. In 2012, the value of option-based
awards, using the Black-Scholes Option pricing model, was 1,000,000 shares multiplied by $0.04 and
1,229,000 shares multiplied by $0.23. The Options were granted at an exercise price of 1,000,000 shares at
CDN $1.54 and 1,229,000 at CDN $0.40. Key additional weighted average assumptions used were: (i) the risk
free interest rates, which was 1.14%; (ii) weighted average time to expiration of the Options which was
assumed to be 3 years; and (iii) the volatility was 80.0%. On March 1, 2013, Mr. Russell forfeited his 1,000,000
options which had been granted at an exercise price of CDN$1.54. In 2011, the value of option-based awards,
using the Black-Scholes Option pricing model, was 2,000,000 shares multiplied by $0.68. The 2,000,000
Options were granted at an exercise price of CDN $1.54. Key additional weighted average assumptions used
were: (i) the risk free interest rate, which was 2.26%; (ii) weighted average time to expiration of the Options
which was assumed to be 3 years; and (iii) the volatility was 90.0%. On July 1, 2013, Mr Russell forfeited his
2,000,000 options which had been granted at an exercise price of CDN$1.54.
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b.

Robert Orr - On April 10, 2013, the Company announced that Mr. Orr had resigned from the Company as Chief
Financial Officer. Mr. Orr had served as the Company's Chief Financial Officer since his appointment in May,
2012. In 2012, the value of option-based awards, using the Black-Scholes Option pricing model, was 1,000,000
shares multiplied by $0.10. The 1,000,000 Options were granted at an exercise price of CDN$0.20. Key
additional weighted average assumptions used were: (i) the risk free interest rate, which was 1.42%; (ii)
weighted average time to expiration of the Options which was assumed to be 3 years; and (iii) the volatility was
68.0%. Mr. Orr was retained on a consulting basis for a period of four months after his resignation in April of
2012 and as such his unvested options did not expire until August 1, 2013. At that time 333,333 unvested
options expired and the 666,667 vested options expired 90 days later.

c.

JuliAnn M. Issler - On April 10, 2013, the Company announced that Mrs. Issler assumed the position of interim
Chief Financial Officer after Mr. Orr’s resignation. In 2013, the value of option-based awards, using the BlackScholes Option pricing model, was 150,000 shares multiplied by $0.11. The 150,000 Options were granted at
an exercise price of CDN$0.20. Key additional weighted average assumptions used were: (i) the risk free
interest rate, which was 1.02%; (ii) weighted average time to expiration of the Options which was assumed to
be 3 years; and (iii) the volatility was 109.0%. No options were issued to Mrs. Issler in 2012. In 2011, the value
of option-based awards, using the Black-Scholes Option pricing model, was 200,000 shares multiplied by $0.37.
The 200,000 Options were granted at an exercise price of CDN$0.66. Key additional weighted average
assumptions used were (i) the risk free interest rate, which was 1.83%; (ii) weighted average time to the
expiration of the Option which was assumed to be 3 years; and (iii) the volatility was 90.0%.

d.

Thomas Henderson– No options were issued to Mr. Henderson in 2013. In 2012, the value of option-based
awards, using the Black-Scholes Option pricing model, was 200,000shares multiplied by $0.14 and 1,070,000
shares multiplied by $0.23. The Options were granted at an exercise price of 200,000 shares at CDN$0.28 and
1,070,000 at CDN$0.40. Key additional weighted average assumptions used were: (i) the risk free interest rate,
which was 2.26%; (ii) weighted average time to expiration of the Options which was assumed to be 3 years; and
(iii) the volatility was 90%. In 2011, the value of option-based awards, using the Black-Scholes Option pricing
model, was 2,250,000 shares multiplied by $0.68. The 2,250,000 Options were granted at an exercise price of
CDN$1.54. Key additional weighted average assumptions used were (i) the risk free interest rate, which was
2.26%; (ii) weighted average time to the expiration of the Option which was assumed to be 3 years; and (iii) the
volatility was 90.0%. On June 13, 2013 Mr. Henderson forfeited his 2,250,000 options which had been granted
at an exercise price of CDN$1.54.

e.

Kee Ming Chi – In 2013, the value of option-based awards, using the Black-Scholes Option pricing model, was
250,000 shares multiplied by $0.15. The 250,000 Options were granted at an exercise price of CDN$0.26. Key
additional weighted average assumptions used were: (i) the risk free interest rate, which was 1.05%; (ii)
weighted average time to expiration of the Options which was assumed to be 2.75 years; and (iii) the volatility
was 102.0%. In 2012, the value of option-based awards, using the Black-Scholes Option pricing model, was
2,000,000 shares multiplied by $0.14. The 2,000,000 Options were granted at an exercise price of CDN$0.28.
Key additional weighted average assumptions used were: (i) the risk free interest rate, which was 1.06%; (ii)
weighted average time to expiration of the Options which was assumed to be 3 years; and (iii) the volatility was
90.0%. No options were issued to Mr. Chi in 2011.

f.

Louis H. Lazo - No options were issued to Mr. Lazo in 2013. In 2012, the value of option-based awards, using
the Black-Scholes Option pricing model, was 1,100,000 shares multiplied by $0.14. The 100,000 Options were
granted at an exercise price of CDN$0.28. Key additional weighted average assumptions used were: (i) the risk
free interest rate, which was 1.06%; (ii) weighted average time to the expiration of the Options which was
assumed to be 3 years; and (iii) the volatility was 79.0%. No options were issued to Mr. Lazo in 2011.

2)

At December 31, 2013 there was a total of approximately $1.2 million accrued for annual incentive awards earned in 2013.
During April 2014, Company management determined that this amount would not be paid given the current financing status of
the Company. Approximately, seventy-five percent (75%) of the 2012 annual incentive awards were earned and were paid in
two tranches in 2013. Mr. Orr did not receive his incentive award as he resigned before the entire award was paid out. Mr. Orr
was retained on a consulting basis for a period of four months after his resignation in April of 2012 for total consulting fees of
$102,768. One hundred percent of the 2011 annual incentive awards were earned and paid in January of 2012. One time sign
on bonuses are included in the "Salary" column amount for Messrs. Henderson and Chi in the amounts of $100,000 and
$60,000, respectively, pursuant to their employment agreements.

3)

The amounts related to the 2013 year Mr. Lazo and Mrs. Issler relate to a travel incentive the Company introduced to save
money on overseas airfare. In 2012, the amount of $29,603 and $819 for Messrs, Russell and Henderson, respectively,
related to relocation expense reimbursements as per their employment agreements. The amount of $49,778 for Mr. Henderson
for 2011 relates to relocation expenses reimbursed to Mr. Henderson as per his employment agreement.
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Incentive Plan Awards
Value Vested or Earned During The Year
The following table sets forth information with respect to the value of Options and discretionary annual
cash bonus payments to the Named Executive Officers that vested or were earned during the year ended
December 31, 2013.
Options-Based Awards

Non-Equity Incentive Plan Compensation

Value Vested during the Year (1)
($)

Name

Value Earned During the Year
($)

Andrew J. Russell, CEO

NIL

NIL

Robert Orr, CFO

NIL

NIL

JuliAnn M. Issler, Acting CFO

NIL

NIL

Thomas C. Henderson, COO

NIL

NIL

Kee Ming Chi, General Counsel

NIL

NIL

Louis Lazo, VP Human Resources

NIL

NIL

(2)

Notes:
1)

The value that would have been realized from stock options is determined by multiplying the portion of each stock option
grant that vested during 2013 by the difference between the closing share price of St. Augustine Gold & Copper’s
Common Shares on the vesting date and the exercise price of the stock option. During the year ended December 31,
2013, none of the vesting dates had prices greater than the exercise price.

2)

At December 31, 2013 there was a total of approximately $1.2 million accrued for annual incentive awards earned in
2013. During April 2014, Company management determined that this amount would not be paid given the current
financing status of the Company.

Outstanding Option-Based Awards
The following table sets forth information with respect to the outstanding Options for each Named
Executive Officer as of December 31, 2013. The Company does not currently have in place a sharebased award plan.
Option-Based Awards
Number of Securities
Underlying
Unexercised Options
(#)

Name

Andrew J. Russell, CEO (3)
Robert Orr, CFO

1,229,000

(4)

JuliAnn M. Issler, Acting CFO

Price (1)
($)

$

NIL
(5)

Thomas C. Henderson, COO (6)
Kee Ming Chi, General Counsel

(7)

Louis Lazo, VP Human Resources

(8)

0.38
NIL

150,000
200,000
1,070,000
200,000
250,000
2,000,000
1,100,000
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Value of
Unexercised
In-the-Money

Option
Exercise

$
$
$
$
$
$
$

0.19
0.62
0.38
0.26
0.24
0.26
0.26

Option Expiration
Date

Options (2)
($)

10/18/2017

NIL

N/A

NIL

4/26/2018
7/5/2016
10/18/2017
1/26/2017
3/4/2018
1/26/2017
1/26/2017

NIL
NIL
NIL
NIL
NIL
NIL
NIL

Notes:
1)

The option exercise price has been converted from the Canadian Dollar to the US Dollar at December 31, 2013.

2)

The value of unexercised in-the-money Options is based on the number of Options held as of December 31, 2013,
and is calculated on the difference between the market value of the Common Shares on the TSX as at December
31, 2013, which was CDN$0.20 (USD$0.19), and the exercise price of the Option.

3)

At the time of granting, the Options were subject to a vesting schedule whereby one third vest immediately, one third
vests one year from the date of grant and the final third vests two years from the date of grant. As at December 31,
2013, two thirds of the 1,229,000 Options were fully vested. Mr. Russell forfeited 1,000,000 Options on March 1,
2013 and 2,000,000 Options on July 1, 2013 which had been granted at an exercise price of CDN$1.54.

4)

On April 10, 2013, the Company announced that Mr. Orr had resigned from the Company as Chief Financial Officer.
Mr. Orr had served as the Company's Chief Financial Officer since his appointment in May, 2012. Mr Orr was
retained on a consulting basis for a period of four months after his resignation in April of 2012 and as such his
unvested options did not expire until August 1, 2013. At that time 333,333 unvested options expired and 666,667
vested options expired 90 days later.

5)

On April 10, 2013, the Company announced that Mrs. Issler assumed the position of interim Chief Financial Officer
after Mr. Orr’s resignation. At the time of granting, all sets of Options were subject to a vesting schedule whereby
one third vest immediately, one third vests one year from the date of grant and final third vest two years from the
date of grant. As at December 31, 2013, one third of the 150,000 Options were fully vested and the entire 200,000
Options were fully vested.

6)

At the time of granting, all sets of Options were subject to a vesting schedule whereby one third vest immediately,
one third vests one year from the date of grant and final third vest two years from the date of grant. As at December
31, 2013, two thirds of all Options were fully vested. On June 13, 2013, Mr. Henderson forfeited 2,250,000 options
which had been granted at an exercise price of CDN$1.54.

7)

At the time of granting, the Options were subject to a vesting schedule whereby one half vests immediately and the
final half vests one year from the date of grant. As at December 31, 2013, one half of the 250,000 Options were fully
vested and the entire 2,000,000 Options were fully vested.

8)

At the time of granting, the Options were subject to a vesting schedule whereby one third vest immediately, one third
vests one year from the date of grant and the final third vests two years from the date of grant. As at December 31,
2013, two thirds of the 1,100,000 Options were fully vested.

Option Plan
The Option Plan is intended to provide an incentive, in the form of a proprietary interest in the Company,
to officers, directors and employees of the Company or its subsidiaries and any person or company
engaged to provide ongoing management or consulting services for the Company or its subsidiaries
(collectively, the "Participants") who are in a position to contribute materially to the successful operation
of the business of the Company, to increase their interest in the Company and to provide a means
through which the Company can attract and retain persons of experience and ability.
In order to create an immediate stake in the Company, executives, directors, and certain key employees
receive equity grants in the form of Options upon their hiring. Subsequent Option grants are made based
on performance, either at year-end during the normal performance review cycle, or during the year based
on achievement of significant milestones.
Some of the principal terms of the Option Plan are as follows:
x

Employees, officers, directors (subject to limitations) and service providers of the Company and
its affiliates ("Eligible Optionees") are eligible to participate in the Option Plan.

x

The maximum term for any Option will be five years pursuant to the Option Plan, subject to being
extended by 10 business days if the expiry date falls in a black out period or within five business
days following the end of a black out period.

x

The maximum number of Common Shares reserved for issuance by the Company pursuant to
the Option Plan shall not exceed 10% of the issued and outstanding Common Shares.
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x

The Option Plan provides that a grant of Options shall vest over a two year period with 1/3 of the
Options vesting on grant, and 1/3 on each of the first and second anniversaries of the grant date,
unless otherwise determined by the Board.

x

The Option Plan provides that, in the event an Eligible Optionee is terminated for cause, all
Options granted to such Eligible Optionee shall expire immediately. The default treatment of
Options in other termination events is:
- if an Eligible Optionee ceases to be a director, officer, employee or consultant of St.
Augustine (or an affiliate) other than termination for cause or death or Disability (as
defined in the Option Plan) only those Options vested at the date of such cessation will
be exercisable for a maximum period of 90 days (unless they expire at an earlier date);
and
- if an Eligible Optionee ceases to be a director, officer, employee or consultant of St.
Augustine (or an affiliate) by reason of death or Disability, the Options then vested will be
exercisable for a period of one year (unless they expire at an earlier date).

x

The Option Plan contains a definition of "Disability" to assist the Board in determining when a
holder of Options ceases to be an Eligible Optionee as a result of Disability.

x

Upon the occurrence of a Change of Control Transaction (as defined in the Option Plan) all
unexercised and unvested outstanding Options granted under the Option Plan vest and become
immediately exercisable. The Board discretion for outstanding Options contained in the Option
Plan has been removed in these circumstances.

x

The Board has the ability to suspend or terminate the Option Plan.

x

The Option Plan contains provisions specifically outlining amendments to the Option Plan which
may be made by the Board without the further approval of Shareholders. The rules of the TSX
require that in order for amendments to proceed without requiring securityholder approval, the
plan must specify if securityholder approval is required for each type of amendment to the
security-based compensation plan. If the security-based compensation plan does not have
specific amendment procedures in place, then every amendment will require securityholder
approval, even simple housekeeping matters. The amendment provisions in the Option Plan
contain the limitations on the ability to amend the plan or Options that are required by the TSX
and that are recommended best practices.

x

The Board may, subject to the prior consent of the Exchange, amend the Option Plan to the
extent that such amendment:
a)

b)
c)
d)
e)
f)

is for the purpose of curing any ambiguity, error or omission in the Option Plan or to
correct or supplement any provision of the Plan that is inconsistent with any other
provision of the Option Plan;
is necessary to comply with applicable law or the requirements of any stock exchange on
which the Common Shares are listed;
is an amendment to the Option Plan respecting administration and eligibility for
participation under the Option Plan;
changes the terms and conditions on which Options may be or have been granted
pursuant to the Option Plan, including changes to the vesting provisions and Option term;
alters, extends or accelerates the terms of vesting applicable to any Option;
changes the termination provisions of a Option or the Option Plan which does not entail
an extension beyond the original expiry date;
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g)
h)
i)

amends or modifies the mechanics of exercise of Options;
determines the adjustment provisions in the Option Plan; or
is an amendment to the Option Plan of a "housekeeping nature",

provided that in the case of any alteration, amendment or variance referred to in the Option Plan
amendment provisions, the alteration, amendment or variance does not:
i.
ii.
iii.
iv.

v.

vi.
vii.

viii.

ix.

amend the number of Common Shares issuable under the Option Plan;
add any form of financial assistance by the Company for the exercise of any
Option;
result in a material or unreasonable dilution in the number of outstanding
Common Shares or any material benefit to an Eligible Optionee;
change the class of eligible participants to the Option Plan which would have the
potential of broadening or increasing participation by insiders of the Company,
including any change to the insider participation limits;
reduce the exercise price of any Option or permit a reduction in the exercise
price of a Option by the cancellation and re-issue of Options to an Eligible
Optionee;
extend the term of Options beyond their original expiry date (unless the extension
is pursuant to any Black-Out Period that may be in effect);
permit the introduction or re-introduction of non-employee directors on a
discretionary basis or amend the limits on grants of Options to non-employee
directors above the amount contained therein;
permit an Eligible Optionee to transfer or assign Options to a new beneficial
holder, other than in the event of death or to a wholly owned family corporation;
or
amend the rights of the Company to amend the Option Plan.

x

Options are non-transferable and non-assignable, except in the limited circumstances of death or
to a corporation controlled by the holder and wholly owned by the holder and his or her spouse or
children.

x

The Option Plan includes a cashless exercise feature that allows holders of Options to surrender
vested Options unexercised to the Company in consideration for a payment in Common Shares
or cash (at the option of the holder and with the approval of the Board) equal to the difference
between the fair market value of the Common Shares (determined in accordance with the Option
Plan) and the aggregate exercise price for the Common Shares pursuant to the surrendered
Options. The number of Common Shares issuable shall be this difference divided by the five day
VWAP on the settlement date.

x

The number of Common Shares, when combined with any other share compensation
arrangements, issuable (or reserved for issuance) to "insiders" of St. Augustine and their
associates and affiliates may not exceed 10% of the issued and outstanding Common Shares (on
a non-diluted basis).

x

The issuance of Common Shares to any one "insider" of St. Augustine and such insider's
associates and affiliates, when combined with any other share compensation arrangements, may
not exceed 5% of the issued and outstanding Common Shares (on a non-diluted basis).

x

The number of Common Shares, when combined with any other share compensation
arrangements, issuable (or reserved for issuance) to "insiders" of St. Augustine and their
associates and affiliates within any one year may not exceed 10% of the issued and outstanding
Common Shares (on a non-diluted basis).
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x

The exercise price of Options shall not be less than the "market value" of the Common Shares at
the date of granting such Option. For purposes of the Option Plan, "market value" means the five
day volume weighted average price of the Common Shares on the TSX prior to the date on which
the Option is granted.

As of the date hereof, a total of 23,685,000 Common Shares are issuable upon exercise of currently
outstanding Options, representing approximately 4.86% of the issued and outstanding Common Shares.
Termination and Change of Control Benefits
In order to attract and retain highly experienced executives to the company, St. Augustine has elected to
provide certain termination and change of control benefits. Any payment made as a result of termination
of employment will require a general release of all claims against the Company.
The company currently provides no payment to NEO’s for termination for cause, or retirement.
Name

Not-for-Cause Termination

Change of Control

Andrew J. Russell, CEO

Payment of 3x base pay and 3x target
bonus with 90 days' notice for a total of
$2,700,000

Payment of 2x base pay and 2x
target bonus for a total of
$1,800,000

Robert Orr, CFO (1)

Payment of 1x base pay with 30 days'
notice for a total of $300,000

Payment of 1.5x base pay and 1.5x
target bonus for a total of $900,000

JuliAnn M. Issler, Interim CFO

Payment of 5x base monthly pay with 30
days' notice for a total of $77,083

Payment of 1x base pay for a total
of $185,000

Thomas C. Henderson, COO

Payment of 1x base pay with 90 days'
notice for a total of $275,000

Payment of 2x base pay and 2x
target bonus for a total of $825,000

Kee Ming Chi, General Counsel

Payment of 1x base pay with 90 days'
notice for a total of $366,000

Payment of 1.5x base pay and 1.5x
target bonus for a total of $823,500

Louis Lazo, VP Human Resources

Payment of 1x base pay with 30 days'
notice for a total of $215,000

Payment of 1.5x base pay and 1.5x
target bonus for a total of $483,750

Notes:
1)

On April 10, 2013, the Company announced that Mr. Orr had resigned from the Company as Chief Financial Officer.
Mr. Orr had served as the Company's Chief Financial Officer since his appointment in May, 2012. Mr Orr was
retained on a consulting basis for a period of four months after his resignation in April of 2012. Mr. Orr was paid a
total of $103,200 in consulting fees during this four month period.

Change of Control is deemed to have occurred at such time as the occurrence of a "change in
ownership", a "change in effective control" or a "change in the ownership of a substantial portion of the
assets" of a corporation. Each definition is intended to be consistent with relevant portions of US
Treasury Regulation §1.409A.
A "change in ownership" of the Company occurs on the date on which any one person, or more than one
person acting as a group, acquires ownership of Common Shares or ownership of shares of a parent of
the Company (together "Company Shares") that, together with the Company Shares held by such
person or group, constitutes more than 50% of the total fair market value or total voting power of the
Company Shares. If a person or group is considered either to own more than 50% of the total fair market
value or total voting power of the Company Shares, or to have effective control of the Company, and such
person or group acquires additional Company Shares, the acquisition of additional Company Shares by
such person or group shall not be considered to cause a "change in the ownership" of the Company or
parent.
A "change in effective control" occurs only on either of the following dates:
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a)

The date on which any one person, or more than one person acting as a group, acquires
(or has acquired during the twelve month period ending on the date of the most recent
acquisition by such person or persons) ownership of Company Shares possessing 50%
or more of the total voting power of the Company Shares. If a person or group is
considered to possess 50% or more of the total voting power of the Company Shares,
and such person or group acquires additional Company Shares, the acquisition of
additional Company Shares by such person or group shall not be considered to cause a
"change in effective control" of the Company or parent, or

b)

The date on which a majority of the members of the Company's Board or that of the
parent is replaced during any twelve month period by directors whose appointment or
election is not endorsed by a majority of the members of the applicable Board before the
date of the appointment or election.

A "change in the ownership of a substantial portion of the assets" of the Company shall occur on the date
on which any one person, or more than one person acting as a group, acquires (or has acquired during
the twelve month period ending on the date of the most recent acquisition by such person or persons)
assets from the Company or parent that have a total gross fair market value equal to more than 40% of
the total gross fair market value of all for the assets of the Company or parent immediately before such
acquisition or acquisitions. A transfer of assets shall not be treated as a "change in the ownership of a
substantial portion of the assets" when such transfer is made to an entity that is controlled by the
shareholders of the transferor corporation.
Notwithstanding these provisions, a Change of Control shall not be deemed to occur upon any increase in
ownership by the existing shareholder, RMC, in the Company.
Non-Executive Director Compensation
Non-Executive Director Compensation Table
The following table provides information concerning compensation paid to the non-executive directors for
the year ended December 31, 2013.

Name

Share-Based Option-Based
Awards
Awards
Fees Earned
($)
($)
($)

Non-Equity
Total
All Other
Incentive Plan Pension
Compensation Value Compensation Compensation
($)
($)
($)
($)

Max Anhoury

51,000

NIL

NIL

NIL

NIL

NIL

51,000

Terry Krepiakevich

65,750

NIL

NIL

NIL

NIL

NIL

65,750

Tom McKeirnan

54,000

NIL

NIL

NIL

NIL

NIL

54,000

Robert L Russell

33,500

NIL

NIL

NIL

NIL

NIL

33,500

Manuel Paolo A. Villar

30,500

NIL

NIL

NIL

NIL

NIL

30,500

Outstanding Option-Based Awards
The following table sets forth information with respect to the outstanding Options for each non-executive
director as of December 31, 2013. The Company does not currently have in place a share-based award
plan.
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Non-executive Director Stock Options Outstanding as at December 31, 2013

Name

Max Anhoury

(3)

Terry Krepiakevich (4)
Tom McKeirnan (3)
Robert L. Russell

(3)

Manuel Paolo A. Villar (5)

Value of
Unexercised
In-the-Money

Number of Securities
Underlying
Unexercised Options
(#)

Option
Exercise
Price (1)
($)

Option Expiration
Date

Options (2)
($)

1,100,000
921,000
1,100,000

1.45
0.38
0.50

2/11/2016
10/18/2017
10/11/2016

NIL
NIL
NIL

1,100,000
921,000
1,100,000
921,000
2,000,000

1.45
0.38
1.45
0.38
0.38

2/11/2016
10/18/2017
2/11/2016
10/18/2017
10/18/2017

NIL
NIL
NIL
NIL
NIL

Notes:
1)

The option exercise price has been converted from the Canadian Dollar to the US Dollar at December 31, 2013.

2)

The value of unexercised in-the-money Options is based on the number of Options held as of December 31, 2013, and is
calculated on the difference between the market value of the Common Shares on the TSX as at December 31, 2013,
which was CDN$0.20, and the exercise price of the option. At December 31, 2013, there were no Options considered to
be in-the-money.

3)

At the time of granting, the Options were subject to a vesting schedule whereby one third vest immediately, one third
vests one year from the date of grant and the final third vests two years from the date of grant. As at December 31, 2013,
the entire 1,100,000 Options were fully vested and two thirds of the 921,000 were fully vested.

4)

At the time of granting, the Options were subject to a vesting schedule whereby one third vest immediately, one third
vests one year from the date of grant and the final third vests two years from the date of grant. As at December 31, 2013,
the entire 1,100,000 Options were fully vested.

5)

At the time of granting, the Options were subject to a vesting schedule whereby one third vest immediately, one third
vests one year from the date of grant and the final third vests two years from the date of grant. As at December 31, 2013,
two thirds of the 2,000,000 Options were fully vested.

Incentive Plan Awards
Value Vested or Earned During The Year
The following table sets forth information with respect to the value of Options and discretionary annual
cash bonus payments to the non-executive directors that vested or were earned during the year ended
December 31, 2013.

Options-Based Awards
Value Vested during the Year (1)
($)

Non-Equity Incentive Plan
Compensation Value Earned
During the Year
($)

Max Anhoury

NIL

NIL

Terry Krepiakevich

NIL

NIL

Tom McKeirnan

NIL

NIL

Robert L Russell

NIL

NIL

Manuel Paolo A. Villar

NIL

NIL

Name
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS
The following table sets forth the number of Common Shares to be issued upon exercise of outstanding
Options, the weighted average exercise price of such outstanding Options and the number of Common
Shares remaining available for future issuance under the Option Plan as of December 31, 2013.

Plan Category

Equity compensation plans
approved by Shareholders
Equity compensation plans not
approved by Shareholders
Total

Number of Common Shares to be
issued upon exercise of
outstanding Options

Weighted-average
exercise price of
outstanding Options
(CDN $)

Number of Common Shares
remaining available for future
issuance under the Option
Plan (excluding securities
reflected in the first column)
(1)

20,628,834

0.72

21,496,999

NIL

NIL

NIL

20,628,834

0.72

21,496,999

Note:
1)

The maximum number of Common Shares reserved from time to time for issuance pursuant to Options granted pursuant
to the Option Plan together with Common Shares reserved for issuance pursuant to any predecessor stock option plan to
Eligible Optionees shall not exceed 10% of the aggregate number of issued and outstanding Common Shares of the
Company on a non-diluted basis at the time of grant.

Please refer to "Outstanding Option-Based Awards", for information concerning Options granted to and
held by Named Executive Officers and non-executive directors under the Option Plan as at the financial
year ended December 31, 2013.

INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
No executive officer, director or employees and no former executive officer, director or employee is
indebted to the Company or its subsidiaries other than in respect to 3,000,000 Common Shares which
were issued to certain prior officers of the Company for a total value as at December 31, 2013, of
$846,180 in exchange for non-interest bearing notes of CDN$900,000. The notes are collectible by the
Company upon the earlier of the sale of the holders’ Common Shares or December 23, 2015.
CORPORATE GOVERNANCE DISCLOSURE
The Board is committed to a high standard of corporate governance practices. The Board believes that
this commitment is not only in the best interest of the Shareholders but that it also promotes effective
decision making at the Board level. The Board is of the view that its approach to corporate governance is
appropriate and continues to work to align with the recommendations currently in effect and contained in
National Policy 58-201 - Corporate Governance Guidelines which are addressed below. In addition, the
Board monitors and considers for implementation by St. Augustine the corporate governance standards
which are proposed by various Canadian and U.S. regulatory authorities or which are published by
various non-regulatory organizations in Canada or the U.S. The Company strives to enhance its
disclosure to Shareholders on an annual basis.
Mandate of the Board
The Board has responsibility for the stewardship of the Company. The Board has adopted a formal
written mandate which is available at the Company’s website at www.sagcmining.com, under the heading
"Governance", as well on SEDAR at www.sedar.com. In carrying out this mandate, the Board meets
regularly and a broad range of matters are discussed and reviewed for approval. These matters include
overall corporate plans and strategies, budgets, internal controls and management information systems,
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risk management as well as interim and annual financial and operating results. The Board is also
responsible for the approval of all major transactions, including equity issuances, acquisitions and
dispositions, as well as the Company's debt and borrowing policies and setting the policies and principles
for CEO selection and performance. The Board strives to ensure that actions taken by management
correspond closely with the objectives of the Board.
Composition of the Board
Independence
The Board currently consists of six directors who provide the Company with a wide diversity of business
experience. Additional information for each of the directors can be found under the heading "Meeting
Matters - Election of Directors". The Board has determined that 4 of the 6 proposed directors are
independent as such term is defined by National Instrument 58-101 - Disclosure of Corporate
Governance Practices by having no direct or indirect material relationship with the Company, including
any business or other relationship, which could reasonably be expected to interfere with the director's
ability to act with a view to the best interest of the Company or which could reasonably be expected to
interfere with the exercise of the director's independent judgment.
Andrew J. Russell is not independent. He is considered to have a material relationship with the Company
(within the meaning of National Instrument 52-110, Audit Committees) as a result of his position as Chief
Executive Officer of the Company.
Robert L. Russell is not independent. He is considered to have a material relationship with the Company
(within the meaning of National Instrument 52-110 - Audit Committees) as a result of his position as
president of a subsidiary of the Company.
Annual Retainers and Meeting Participation Fees
The following table provides information concerning the Company's non-executive director fee structure in
effect during 2013.
Am ount
($)

Type of Fee
Annual Retainers
Director Annual Cash Retainer

$20,000

Committee Chair Annual Cash Retainer

$10,000

Attendance Fees
Board Meetings (per meeting)

$1,500

Committee Meetings (per meeting)

$1,500

Independent Committee Meetings (per meeting)

$750

Equity Com pensation
As determined by the
Board

Option grants and Stock Unit aw ards

Directors are also reimbursed for out-of-pocket expenses incurred in carrying out their duties as directors.
Board and Committee Meetings Held and Overall Attendance Levels in 2013
During the financial year ended December 31, 2013, fourteen (14) Board and standing committee
meetings were held. The attendance record of each director, in their capacity as such, for Board and
standing committee meetings held in 2013 was as follows:
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Board
Meetings
Attended

Independent
Committee
Meetings
Attended

Audit
Committee
Meetings
Attended

Compensation
Committee
Meetings
Attended

Nominating &
Corporate
Governance
Committee
Meetings
Attended

1 of 1

n/a

n/a

n/a

n/a

1 of 1

100%

Max Anhoury

8 of 8

n/a

4 of 4

1 of 1

1 of 1

14 of 14

100%

Terry Krepiakevich

8 of 8

n/a

4 of 4

1 of 1

1 of 1

14 of 14

100%

Tom McKeirnan

8 of 8

n/a

4 of 4

1 of 1

1 of 1

14 of 14

100%

Robert L. Russell, Chairman

8 of 8

n/a

n/a

n/a

n/a

8 of 8

100%

6 of 8

n/a

n/a

n/a

n/a

6 of 8

75%

Director

Andrew J. Russell, CEO

Manuel Paolo A. Villar

(1)

(2)

Total Number
of Meetings Attendance
Attended
Record

Notes:
1) On October 10, 2012, Mr. Andrew Russell resigned from his position as a director with the Company. On November 7,
2013 Mr. Russell was re-appointed to his position as a director with the Company.
2) Mr. Villar was appointed to the Board of Directors on October 18, 2012.

Other Directorships
The following directors currently serve on the board of directors of the reporting issuers (or equivalent)
listed below, each of which are reporting issuers in one or more Canadian (or foreign) jurisdictions:
Name

Name of Reporting Issuer

Manuel Paolo A. Villar

Vista Land & Lifescapes, Inc. (PSE), Starmalls, Inc.
(PSE)

Robert L. Russell

Josephine Mining Corp. (TSXV), Mines Management, Inc
(AMEX, TSX), CMX Gold & Silver Corp (unlisted)

Terry J. Krepiakevich

Alexco Resources Corp. (TSX, AMEX), Western Lithium
USA Inc.(TSX), Kaisen Discovery (TSXV), NovaCopper,
Inc. (TSX, AMEX) Meryllion Resources (TSXV)

Notes:
1)
2)
3)

TSX – Toronto Stock Exchange
TSXV – Toronto Stock Ventures Exchange
AMEX – American Stock Exchange

The Board has at least four regularly scheduled meetings per year. During all regularly scheduled
meetings (and certain other meetings), the Board and its committees conduct in camera sessions, at
which no members of management are present. The in camera sessions of the Board are held at such
times as the Chairman determines advisable. The in camera sessions are intended not only to encourage
the Board and its committees to fully and independently fulfill their mandates, but also to facilitate the
performance of the fiduciary duties and responsibilities of the Board and its committees to the
Shareholders. In 2013, the Board did not meet without management and non-independent directors
present.
Position Descriptions
Chairman
The Board has developed a written position description for the chairman, which provides that the
Chairman is to act as the leader of the Board, to manage and co-ordinate the activities of the Board and
to ensure that the Board is alert to its obligations to the Company.
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Committee Chairs
The Board has developed written position descriptions for the chairs of each committee. The chairs of
each committee are to provide effective leadership at the committee level and ensure that each
committee fulfills its mandate.
Chief Executive Officer
The Board has adopted a position description for its CEO, which is generally reviewed annually by the
Board. The CEO's principal duties and responsibilities are for planning the strategic direction of the
Company, providing leadership to the Company, reporting to the Board and overseeing the executive
management of the Company in particular with respect to the day-to-day affairs of the Company. In
addition, the written mandate of the Compensation Committee provides that it will conduct annual
performance reviews of the CEO with the results of such reviews to be communicated to the Board, giving
the Board a formal opportunity to provide direction and feedback to the CEO concerning the performance
of his or her duties.
Orientation and Continuing Education
The Company has not adopted a formalized process of orientation for new Board members. However, the
Corporate Governance Committee is mandated, as may be required from time to time, to oversee an
orientation and education program for new directors and ongoing educational opportunities for all
directors. Although no formal programs have been implemented to date, all directors are provided with
information about the Company, its strategy and operations and have access to the Company's policies,
mandates and terms of reference, including the Code of Business Conduct and Ethics.
All directors have been provided with this baseline of knowledge about the Company which serves as a
basis for informed decision making. This baseline of knowledge includes a combination of written material
and the ability to attend one-on-one meetings with senior management of the Company.
Directors are kept informed as to matters impacting, or which may impact, the Company's operations
through regular communications from management and reports and presentations at Board meetings.
Ethical Business Conduct
The Board has adopted a Code of Business Conduct and Ethics (the "Code") for all directors, officers,
employees and consultants of the Company. The Code is available at the Company’s website at
www.sagcmining.com, under the heading "Company – Corporate Governance", as well on SEDAR at
www.sedar.com. The Company expects that all directors, officers, employees and consultants of the
Company will adhere to the highest ethical standards in the Company's business activities. All directors,
officers, employees and consultants of the Company are expected to deal fairly with other employees,
customers, suppliers, competitors, governments and the general public.
The Board and management of the Company monitor compliance with the Code. All directors, officers,
employees and consultants of the Company are encouraged to report violations of the Code to an
employee's supervisor, any senior officer or director, the chair of the Audit Committee or the Chairman, as
may be appropriate in the circumstances. The Board has adopted a whistleblower policy (the
"Whistleblower Policy"), which is available at the Company’s website at www.sagcmining.com, under
the heading "Governance", as well on SEDAR at www.sedar.com.
No material change reports have been filed since the beginning of the Company's most recently
completed financial year that pertains to any conduct of a director or executive officer that constitutes a
departure from the Code.
The Code requires disclosure to the Board of any transactions or agreements in respect of which any
director or executive officer of the Company has a material interest and the extent and nature of that
interest. Any director with a conflict of interest or who is capable of being perceived as being in a conflict
of interest with respect to the Company must abstain from discussion and voting by the Board or any
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committee on any motion to recommend or approve the relevant agreement or transaction. The Board
itself must comply with conflict of interest provisions of the BVI Business Companies Act, 2004 in order to
ensure that directors exercise independent judgment in considering transactions and agreements in
respect of which a director or executive officer has a material interest.
The Board has adopted a Formal Disclosure Policy (the "Disclosure Policy"), in order to promote
consistent disclosure practices aimed at informative, timely and broadly disseminated disclosure of
material information to the market, in accordance with applicable securities legislation. A copy of the
Disclosure Policy is available at the Company’s website at www.sagcmining.com, under the heading
"Company – Corporate Governance", as well on SEDAR at www.sedar.com.
Nomination of Directors
The process for identifying and recommending the nomination of new Board candidates is the role of the
Nominating and Corporate Governance Committee. The Nominating and Corporate Governance
Committee will identify potential Board members from diverse professional and personal backgrounds
who combine a broad spectrum of experience and expertise with a reputation for integrity, which
assessment will include a consideration of diversity, age, skills, competencies and experience in the
context of the needs of the Board. A copy of the charter of the Nominating and Corporate Governance
Committee is available at the Company’s website at www.sagcmining.com, under the heading "Company
– Corporate Governance", as well on SEDAR at www.sedar.com.
Assessments
The Board does not have a formal process or steps established to satisfy itself that the Board, its
committees and its individual directors are performing effectively. The Board discusses these issues from
time to time among itself and management and implements such changes and makes such modifications
as are determined to be necessary or desirable.
Board Committees and their Mandates
The Board has the following standing committees: the Audit Committee, the Compensation Committee
and the Nominating and Corporate Governance Committee. The following is a description of the standing
committees and their current membership.
Audit Committee
Chair: Terry J. Krepiakevich
Members: Thomas L. McKeirnan, Max V. Anhoury
The Audit Committee is currently constituted with three independent directors. The Board has determined
that all of the members of the Audit Committee are "financially literate" as defined in National Instrument
52-110, Audit Committees. An individual is considered financially literate if he or she has the ability to
read and understand a set of financial statements that present a breadth and complexity of accounting
issues that are generally comparable to the breadth and complexity of issues that can reasonably be
expected to be raised by the issuer's financial statements.
The Audit Committee's primary functions are to assist the Board in fulfilling its oversight responsibilities
with respect to: (i) the integrity of the Company's financial statements; (ii) the integrity of the financial
reporting process; (iii) the system of internal control and management of financial risks (iv) the external
auditors' qualifications and independence; and (v) the external audit process and the Company's process
for monitoring compliance with laws and regulations.
The Audit Committee is directly responsible for recommending to the Board the nomination of the external
auditor, the compensation and retention of the external auditor, overseeing the work of the external
auditor, and the relationship of the external auditor with the Company (including the resolution of
disagreements between management and the external auditor regarding financial reporting). The Audit
Committee meets at least four times annually.
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Further information relating to the Audit Committee can be found in the Audit Committee Charter which is
available at the Company’s website at www.sagcmining.com, under the heading "Company – Corporate
Governance", as well on SEDAR at www.sedar.com and in the Company's annual information form dated
March 24, 2014 for the year ended December 31, 2013 (the "Annual Information Form").
Compensation Committee
Chair: Max V. Anhoury
Members: Terry J. Krepiakevich, Thomas L. McKeirnan
The Compensation Committee is currently constituted with three independent directors. All of these
directors have extensive business experience which provides them the understanding of effective
compensation principles.
The Compensation Committee's primary functions are to assist the Board of Directors in its oversight role
with respect to the Company’s global human resources strategy, policies and programs and all matters
relating to proper utilization of human resources within the Company, with special focus on management
succession, development and compensation.
Further information relating to the Compensation Committee can be found in the Compensation
Committee Charter which is available at the Company’s website at www.sagcmining.com, under the
heading "Company – Corporate Governance", as well on SEDAR at www.sedar.com.
The Compensation Committee has the authority to engage independent counsel and other advisors as it
determines necessary or advisable for its purposes.
The Compensation Committee meets as often as required, but not less frequently than annually.
Nominating And Corporate Governance Committee
Chair: Thomas L. McKeirnan
Members: Terry J. Krepiakevich, Max Anhoury
The Nominating and Corporate Governance ("N&GC") Committee is currently constituted with three
independent directors and all members have a working familiarity with corporate governance practices.
The Committee assists the Board of Directors in fulfilling its governance and oversight responsibilities.
The Committee's primary duties and responsibilities are to identify individuals qualified to become Board
and Board Committee members and recommend that the Board select director nominees for appointment
or election to the Board and develop and recommend to the Board corporate governance guidelines for
the Company and make recommendations to the Board with respect to corporate governance practices.
Further information relating to the N&GC Committee can be found in the Nominating and Corporate
Governance Committee Charter which is available at the Company's website at www.sagcmining.com,
under the heading "Company – Corporate Governance", as well on SEDAR at www.sedar.com.
The N&GC Committee meets as often as required, but not less frequently than annually.
INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS
Except as disclosed herein, neither the Company nor any director or officer of the Company, nor any
proposed nominee for election as a director of the Company, nor any other insider of the Company, nor
any associate or affiliate of any one of them has or has had, at any time since the beginning of the year
ended December 31, 2013, any material interest, direct or indirect, in any transaction or proposed
transaction that has materially affected or would materially affect the Company.
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ADDITIONAL INFORMATION
Additional information relating to the Company is available on SEDAR at www.sedar.com and in the
Company's Annual Information Form. Financial information is contained in the Company's Annual
Financial Statements, Annual MD&A, Interim Financial Statements and Interim MD&A. In addition, a
Shareholder may obtain copies of such documents by contacting JuliAnn Issler, Interim CFO, by mail at
601 W. Main Avenue, Suite 600, Spokane, Washington 99201, by telephone at 509.343.1211; toll free at
855.351.1223 or by email at jissler@sagcmining.com.
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Appendix B
STOCK OPTION PLAN RENEWAL RESOLUTION

In order to be effective, the following ordinary resolutions require approval by a majority of the
votes cast by disinterested shareholders (excluding the votes of any directors and officers and
their associates and affiliates entitled to participate in the 2011 Plan) present in person or by
proxy at the Meeting. See “Business of the Meeting —Approval of Stock Option Plan”.
“WHEREAS:
1. The Board of Directors adopted on March 10, 2011 the 2011 stock option plan (as amended and
restated from time to time, the “2011 Plan”) which does not have a fixed maximum number of
Common Shares issuable; and
2. The rules of Toronto Stock Exchange provide that all unallocated options, rights or other
entitlements under a security based compensation arrangement which does not have a fixed
number of maximum securities issuable, be approved every three years.
BE IT RESOLVED THAT:
1. All unallocated options under the 2011 Plan be and are hereby approved;
2. The Company have the ability to continue granting options under the 2011 Plan until June 26,
2017, which is the date that is three years from the date of the shareholder meeting at which
shareholder approval is being sought; and
3. Any director or officer of the Company be and is hereby authorized to do such things and to sign,
execute and deliver all documents that such director or officer may, in their discretion, determine
to be necessary in order to give full effect to the intent and purpose of this resolution.”
It is the intention of the persons named in the accompanying instrument of proxy, if not expressly
directed to the contrary in such instrument of proxy, to vote such proxies FOR the ordinary
resolution authorizing the approval of the Stock Option Plan Renewal Resolution.
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Exhibit 1 to Appendix A
2011 STOCK OPTION PLAN

ST. AUGUSTINE GOLD AND COPPER LIMITED
STOCK OPTION PLAN (2011)
The Board of Directors of St. Augustine Gold and Copper Limited (the "Corporation") wishes to establish
this stock option plan (the "Plan") governing the issuance of stock options ("Stock Options") to directors,
officers and employees of the Corporation or Affiliates of the Corporation and persons or corporations
who are consultants to the Corporation or its Affiliates on an on-going basis, or have been or are
expected to be a consultant to the Corporation or its Affiliates.
The terms and conditions of the Plan for issuance of Stock Options are as follows:
1.

Purposes
The principal purposes of the Plan are to:

2.

(a)

strengthen the ability of the Corporation to attract and retain qualified directors, officers,
employees, consultants and other service providers to the Corporation who are eligible to
receive options pursuant to applicable securities laws which the Corporation and its
Affiliates require;

(b)

promote a proprietary interest in the Corporation and its Affiliates;

(c)

provide an incentive element in compensation; and

(d)

promote the profitability of the Corporation and its Affiliates.

Definitions
(a)

"Affiliate" has the meaning set forth in the Securities Act (Alberta), as amended from
time to time;

(b)

"Associate" has the meaning set forth in the Securities Act (Alberta), as amended from
time to time;

(c)

"Black-out Period" means a period of time imposed by the Corporation upon certain
designated persons during which those persons may not trade in any securities of the
Corporation;

(d)

"Board " means the board of directors of the Corporation as it may be constituted from
time to time;

(e)

"Change of Control Transaction" means the occurrence of any of the following events:
(i)

the purchase or acquisition of Common Shares of the Corporation and/or
securities convertible into Common Shares of the Corporation or carrying the
right to acquire Common Shares of the Corporation ("Convertible Securities")
as a result of which a person, a group of persons or persons acting jointly or in
concert, or any Associates or Affiliates of any such person, group of persons or
any of such persons acting jointly or in concert (collectively, the "Holders")
beneficially own or exercise control or direction over Common Shares and/or
29

Convertible Securities of the Corporation that, assuming the conversion of the
Convertible Securities beneficially owned by the Holders thereof, would have the
right to cast more than 50% of the votes attached to all Common Shares of the
Corporation; or
(ii)

approval by the shareholders of the Corporation and subsequent completion of:
(A)

an amalgamation, arrangement, merger or other consolidation or
combination of the Corporation with another corporation or other entity
pursuant to which the shareholders of the Corporation immediately prior
to such transaction own securities of the successor or continuing
corporation or other entity following completion of such transaction that
would entitle them to cast less than 50% of the votes attaching to all of
the common shares or other voting shares in the capital of the successor
or continuing corporation or other entity;

(B)

a liquidation, dissolution or winding-up of the Corporation; or

(C)

the sale, lease or other disposition of all or substantially all of the assets
of the Corporation; or

(iii)

the election at a meeting of the Corporation's shareholders of a number of
directors of the Corporation, who were not included in the slate for election as
directors proposed to the Corporation's shareholders by the Corporation's prior
Board, and would represent a majority of the Board; or

(iv)

the appointment of a number of directors which would represent a majority of the
Board and which were nominated by any holder of Common Shares of the
Corporation or by any group of holders of Common Shares of the Corporation
acting jointly or in concert and not approved by the Corporation's prior Board,

but shall not include an acquisition of the Corporation's securities or assets by, or any
consolidation, merger or exchange of securities or assets with, any entity that,
immediately prior to such acquisition, consolidation, merger or exchange of securities
was a Subsidiary;
(f)

"Common Shares" means common shares in the capital of the Corporation;

(g)

"consultant" means a person or company, other than an employee, senior officer or
director of the Corporation or an Affiliate that:
(i)

is engaged to provide services to the Corporation or an Affiliate, other than
services provided in relation to a distribution of securities;

(ii)

provides services under a written contract with the Corporation or an Affiliate;
and

(iii)

spends or will spend a significant amount of time and attention on the affairs and
business of the Corporation or an Affiliate;

and includes, for an individual consultant, a company of which the individual consultant is an
employee or shareholder, and a partnership of which the individual consultant is an employee or
a partner;
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3.

(h)

"Disability" in respect of an Eligible Optionee means that such Eligible Optionee is
receiving benefits under any long term disability plan of the Corporation or an Affiliate or
is otherwise unable to perform his or her material and substantial duties with the
Corporation for a period of six cumulative months out of any 18 month period where such
inability arises as a result of sickness or injury, as determined by the Board;

(i)

"Eligible Optionee" has the meaning set forth in Section 4 hereof;

(j)

"Exchange" means the Toronto Stock Exchange or, in the event the Corporation is no
longer listed on the Toronto Stock Exchange, such other stock exchange on which the
Common Shares are then listed and posted for trading from time to time;

(k)

"insider" has the meaning set forth in the applicable rules or policies of the Exchange;

(l)

"Market Price" means the VWAP prior to the date the Stock Option is granted; provided
that in the event the Common Shares are not listed on any exchange, the Market Price
shall be such price as is determined by the Board, in good faith;

(m)

"security based compensation arrangement" has the meaning set forth in the
applicable rules or policies of the Exchange;

(n)

"Settlement Amount" has the meaning set forth in Section 11 hereof;

(o)

"Shareholders" means the holders of Common Shares of the Corporation;

(p)

"Stock Option Agreement" means a written stock option agreement entered into by an
Eligible Optionee and the Corporation pursuant to the terms of the Plan;

(q)

"Subsidiary" means (i) any corporation of which 95% of the capital stock of such
corporation is owned, directly or indirectly, by the Corporation, and (ii) any unincorporated
entity in respect of which the Corporation has, directly or indirectly, an equivalent degree
of ownership;

(r)

"Surrender Date" has the meaning set forth in Section 11 hereof;

(s)

"Total Common Shares" has the meaning set forth in Section 3 hereof; and

(t)

"VWAP" means the volume weighted average trading price of the Common Shares on
the Exchange for the five completed trading days.

Reservation of Shares
Subject to Section 15 of the Plan, the maximum number of Common Shares reserved from time
to time for issuance pursuant to Stock Options granted pursuant to the Plan together with
Common Shares reserved for issuance pursuant to any predecessor stock option plan to Eligible
Optionees shall not exceed 10% of the aggregate number of issued and outstanding Common
Shares of the Corporation on a non-diluted basis ("Total Common Shares") at the time of grant.
Any amendment to the maximum number of Common Shares reserved for issuance pursuant to
the exercise of stock options shall be approved by the Exchange and the Shareholders.

4.

Eligibility

Stock Options shall be granted, at the sole discretion of the Board, only to persons, firms or
corporations ("Eligible Optionees")
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who are directors, employees (full-time or part-time) or officers of the Corporation or its Affiliates,
or consultants to the Corporation or its Affiliates.
Stock Options may also be granted to corporations which are controlled by an Eligible Optionee.
Unless the context otherwise requires, the term Eligible Optionee as used herein, shall include
any such corporation. No Stock Options shall be granted pursuant to this Section 4 unless such
Eligible Optionee is a bona fide director, employee, officer or consultant of the Corporation.
For greater certainty, the Board's decision to approve the grant of a Stock Option in any year
shall not require the Board to approve the grant of a Stock Option to an Eligible Optionee in any
other year; nor shall the Board's decision with respect to the size or terms and conditions of a
Stock Option in any year require it to approve the grant of a Stock Option of the same size or with
the same terms and conditions to any Eligible Optionee in any other year. The Board shall not be
precluded from approving the grant of a Stock Option to any Eligible Optionee solely because the
Eligible Optionee may previously have been granted a Stock Option under the Plan or any other
security based compensation arrangement. No Eligible Optionee has any claim or right to be
granted a Stock Option, except as expressly provided in a Stock Option Agreement. In addition,
nothing in the Plan or in any Stock Option Agreement shall confer upon any holder of a Stock
Option the right to continue in the employ of the Corporation or an Affiliate of the Corporation, to
be entitled to any remuneration or benefits not set forth in the Plan or a Stock Option Agreement
or to interfere with or limit in any way the right of the Corporation or an Affiliate of the Corporation
to terminate the stock option holder's employment.
5.

Granting of Stock Options and Limitations
At the time a Stock Option is granted, the Board shall determine the number of Common Shares
of the Corporation purchasable under the Stock Option, the date when the Stock Option is to
become effective and, subject to the other provisions of the Plan, all other terms and conditions of
the Stock Option. All grants of Stock Options shall be subject to the following terms and
conditions:
(a)

no one Eligible Optionee can receive Stock Options that, when combined with any other
security based compensation arrangement, will entitle the Eligible Optionee to purchase
more than 5% of the outstanding issue;

(b)

the number of Common Shares of the Corporation reserved for issuance at any time to
insiders pursuant to Stock Options that, when combined with the number of Common
Shares of the Corporation issuable pursuant to any other security based compensation
arrangement, may not exceed 10% of the outstanding issue; and

(c)

there may not be issued to insiders, within a one-year period, a number of Common
Shares of the Corporation that, when combined with any other security based
compensation arrangement, will exceed 10% of the outstanding issue.

The aforementioned limits on the number of Common Shares reserved for issuance may be
formulated on a diluted basis with the consent of the Exchange.
The term "outstanding issue" means the number of Common Shares of the Corporation
outstanding immediately prior to the share issuance in question. Any Stock Options granted to a
corporation referred to in Section 4 hereof shall be included in the calculation of the Stock
Options held by an Eligible Optionee or insider.
6.

Exercise Price
The exercise price of each Stock Option shall be determined in the discretion of the Board at the
time of the granting of the Stock Option, provided that the exercise price shall not be lower than
the Market Price.
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7.

Term and Exercise Periods
Except as provided herein, all Stock Options shall be for a term and exercisable from time to time
as determined in the discretion of the Board at the time of the granting of the Stock Options.
The maximum term during which Stock Options may be exercised shall be determined by the
Board at the time of grant, but in no event shall the term of any Stock Option exceed 5 years from
the date of grant, unless such term is extended during a Black-out Period as permitted herein.
Unless otherwise determined by the Board, a grant of Stock Options shall vest as follows: (i) 1/3
of the number of Common Shares on the date of grant; (ii) 1/3 of the number of Common Shares
on the first anniversary of the date of grant; and (iii) 1/3 of the number of Common Shares on the
second anniversary of the date of grant.
Notwithstanding anything else contained herein, if the expiration date for a Stock Option occurs
during a Black-Out Period, or within five (5) business days immediately after a Black-Out Period
ends, then the expiration date for that Stock Option will be the date that is ten (10) business days
after the expiry date of the Black-Out Period.

8.

9.

Ceasing to be an Eligible Optionee
(a)

Termination for cause. If the employment or engagement of an Eligible Optionee to whom
a Stock Option was granted is terminated for cause, then all of the rights under any Stock
Option granted to such Eligible Optionee, whether or not vested, shall expire immediately
upon the giving to the Eligible Optionee of notice of such termination.

(b)

Termination and Retirement ,I ɚQ (OLJLEOH 2SWLRQHH FHDVHV WR EH D GLUHFWRU RIILFHU RU
employee of, or consultant to, the Corporation or an Affiliate thereof for any reason
(including retirement but excluding death, Disability and termination of employment by the
Corporation or any Affiliate for cause), then such Eligible Optionee may, but only within
the period of 90 days immediately succeeding such cessation (or such shorter period as
is set forth in the agreement evidencing the particular Stock Option) and in no event after
the expiration date of such Stock Option, exercise such Stock Option to the extent that
such Eligible Optionee was entitled to exercise such Stock Option at the date of such
cessation.

(c)

Death or Disability,IDQ(OLJLEOH2SWLRQHHFHDVHVWREHɚGLUHFWRURIILFHURUHPSOR\HHRI
RUFRQVXOWDQWWRWKH&RUSRUDWLRQRUɚ$IILOLDWHWKHUHRIE\UHDVRQRIGHDWKRU'LVDELOLW\the
Stock Option will continue to be exercisable by the Eligible Optionee or by the legal
representative of the Eligible Optionee, as applicable, as to such of the vested shares of
which such Stock Option has not previously been exercised pursuant to its terms for a
period of one year following such death or Disability, provided that the Stock Option shall
not in any case be exercisable on or after the expiration date in respect of such Stock
Option or in respect of Stock Options which are not exercisable as at the date of death or
Disability.

Non-Assignability
Stock Options shall not be assignable or transferable by an Eligible Optionee, except for: (i) a
limited right of assignment to allow the exercise of Stock Options by an Eligible Optionee's legal
representative in the event of death or Disability, subject to the terms upon which the Stock
Option is granted; and (ii) with the approval of the Board and the Exchange, a right to transfer
such Stock Options to a corporation controlled by the Eligible Optionee and wholly-owned by the
Eligible Optionee and his spouse or children.
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10.

Payment of Exercise Price
Except as provided in Section 11, all Common Shares issued pursuant to the exercise of a Stock
Option shall be paid for in full in Canadian funds at the time of exercise of the Stock Option and
prior to the issue of the shares. All Common Shares of the Corporation issued in accordance with
the foregoing shall be issued as fully paid and non-assessable Common Shares.

11.

Surrender of Stock Options in Lieu of Exercise
Where the Common Shares are listed and posted for trading on the Exchange, the Board may
from time to time in its sole and absolute discretion, permit unexercised Stock Options to be
surrendered to the Corporation following receipt of a notice of surrender by the Corporation from
the holder of the Stock Options in consideration of the receipt by the holder of such surrendered
Stock Options of an amount (the "Settlement Amount") equal to the excess, if any, of (A) the
aggregate fair market value of the Common Shares able to be purchased pursuant to the vested
and exercisable portion of the surrendered Stock Options on the date the notice of surrender was
received by the Corporation (the "Surrender Date"), being the VWAP on the Surrender Date
multiplied by the number of Common Shares able to be purchased pursuant to the vested and
exercisable portion of such surrendered Stock Options on the Surrender Date over (B) the
aggregate exercise price for the Common Shares able to be purchased pursuant to the vested
and exercisable portion of the surrendered Stock Options pursuant to the Stock Option
Agreement(s) representing such surrendered Stock Options. The Settlement Amount is payable
in Common Shares in an amount to be determined by dividing the Settlement Amount by the
VWAP on the Surrender Date, or in cash at the option of the holder with the approval of the
Board. Entitlements to fractional Common Shares will be rounded down to the next whole
number of Common Shares. The Corporation will withhold from the Settlement Amount such
amounts as may be required to be withheld according to law.

12.

Withholding
In connection with the exercise of an Option, the Eligible Optionee (or his or her heirs or
administrators) shall follow the Corporation's procedures and policies relating to the payment or
funding of any withholding taxes applicable to the exercise of the Option, including, where
required by the Corporation, the remittance to the Corporation by the Eligible Optionee (or his or
her heirs or administrators) of an amount of cash sufficient to satisfy any withholding
requirements relating to the exercise of the Option.

13.

Non-Exercise
The "reloading" of Stock Options is permitted under the Plan. If any Stock Options granted under
the Plan shall expire, terminate or be cancelled or surrendered for any reason without having
been exercised in full, any unpurchased Common Shares to which such Stock Options relate
shall be available for the purposes of the granting of further Stock Options under the Plan,
however, at no time shall there be outstanding Stock Options exceeding in the aggregate the
number of Common Shares of the Corporation reserved for issuance pursuant to Stock Options
under the Plan.

14.

Change of Control
Notwithstanding the terms of the Plan, but subject to the terms of any employment agreement, in
the event of an occurrence of a Change of Control Transaction all unexercised and unvested
outstanding Stock Options granted under the Plan shall vest and become immediately
exercisable in respect of any and all Common Shares for which the holder of Stock Options has
not exercised the Stock Options (notwithstanding that an agreement relating to the grant of Stock
Options states that those Stock Options are exercisable only during a later period or year).
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15.

Adjustment in Certain Circumstances
In the event:
(a)

of any change in the Common Shares of the Corporation through subdivision,
consolidation, reclassification, amalgamation, merger or otherwise; or

(b)

of any stock dividend to holders of Common Shares of the Corporation (other than such
stock dividends issued at the option of Shareholders in lieu of substantially equivalent
cash dividends); or

(c)

that any rights are granted to all or substantially all of the holders of Common Shares to
purchase Common Shares of the Corporation at prices substantially below fair market
value; or

(d)

that as a result of any recapitalization, merger, consolidation or otherwise the Common
Shares of the Corporation are converted into or exchangeable for any other shares;

then in any such case the Board may make such adjustment in the Plan and in the Stock Options
granted under the Plan as the Board may in its sole discretion (and without shareholder approval
but subject to Exchange approval) deem appropriate to prevent substantial dilution or
enlargement of the rights granted to, or available for, holders of Stock Options, and such
adjustments may be included in the Stock Options.
16.

Expenses
All expenses in connection with the Plan shall be borne by the Corporation.

17.

Compliance with Laws
The Corporation shall not be obliged to issue any shares upon exercise of Stock Options if the
issue would violate any law or regulation or any rule of any governmental authority or Exchange.
The Corporation shall not be required to issue, register or qualify for resale any shares issuable
upon exercise of Stock Options pursuant to the provisions of a prospectus or similar document,
provided that the Corporation shall notify the Exchange and any other appropriate regulatory
bodies in Canada of the existence of the Plan and the issuance and exercise of Stock Options.

18.

Form of Stock Option Agreement
A Stock Option granted under the Plan will not be exercisable by an Eligible Optionee until such
Stock Option has been evidenced by a Stock Option Agreement duly executed and delivered by
the Corporation and such Optionee, with the terms of such Stock Option Agreement to be in the
sole discretion of the Board, subject to compliance with the terms of the Plan and the Exchange.

19.

Amendments and Termination of Plan
The Corporation retains the right to amend from time to time or to suspend, terminate or
discontinue the terms and conditions of the Plan by resolution of the Board. Any amendments
shall be subject to the prior consent of any applicable regulatory bodies, including the Exchange.
Any amendment to the Plan shall take effect only with respect to Stock Options granted after the
effective date of such amendment, provided that it may apply to any outstanding Stock Options
with the mutual consent of the Corporation and the Eligible Optionees to whom such Stock
Options have been granted. The Board shall have the power and authority to approve
amendments relating to the Plan or to Stock Options (including pursuant to any written
employment agreement that may be entered into), without further approval of the Shareholders,
to the extent that such amendment:
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(a)

is for the purpose of curing any ambiguity, error or omission in the Plan or to correct or
supplement any provision of the Plan that is inconsistent with any other provision of the
Plan;

(b)

is necessary to comply with applicable law or the requirements of any stock exchange on
which the Common Shares are listed;

(c)

is an amendment to the Plan respecting administration and eligibility for participation
under the Plan;

(d)

changes the terms and conditions on which Stock Options may be or have been granted
pursuant to the Plan, including changes to the vesting provisions and Stock Option term;

(e)

alters, extends or accelerates the terms of vesting applicable to any Stock Option;

(f)

changes the termination provisions of a Stock Option or the Plan which does not entail an
extension beyond the original expiry date;

(g)

amends or modifies the mechanics of exercise of Stock Options;

(h)

determines the adjustment provisions in the Plan; or

(i)

is an amendment to the Plan of a "housekeeping nature";

provided that in the case of any alteration, amendment or variance referred to in this Section 19
the alteration, amendment or variance does not:
(i)

amend the number of Common Shares issuable under the Plan;

(ii)

add any form of financial assistance by the Corporation for the exercise of any
Stock Option;

(iii)

result in a material or unreasonable dilution in the number of outstanding
Common Shares or any material benefit to an Eligible Optionee;

(iv)

change the class of eligible participants to the Plan which would have the
potential of broadening or increasing participation by insiders of the Corporation,
including any change to the insider participation limits set out in Sections 5(b)
and 5(c) hereof;

(v)

reduce the exercise price of any Stock Option or permit a reduction in the
exercise price of a Stock Option by the cancellation and re-issue of Stock
Options to an Eligible Optionee;

(vi)

extend the term of Stock Options beyond their original expiry date (unless the
extension is pursuant to any Black-Out Period that may be in effect);

(vii)

permit the introduction or re-introduction of non-employee directors on a
discretionary basis or amend the limits on grants of Stock Options to nonemployee directors above the amount contained in Sections 5(d) and 5(e) hereof;

(viii)

permit an Eligible Optionee to transfer or assign Stock Options to a new
beneficial holder, other than in accordance with Section 9 hereof; or

(ix)

amend this Section 19.
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20.

Administration
The Plan shall be administered by the Board. The Board shall have full and final discretion to
interpret the provisions of the Plan and to prescribe, amend, rescind and waive rules and
regulations to govern the administration and operation of the Plan. All decisions and
interpretations made by the Board shall be binding and conclusive upon the Corporation and on
all persons eligible to participate in the Plan, subject to shareholder approval if required by the
Exchange.

21.

Delegation of Administration of the Plan
Subject to the Business Corporations Act (Alberta) or any other legislation governing the
Corporation, the Board may delegate to one or more directors, including a committee of the
Board, on such terms as it considers appropriate, all or any part of the powers, duties and
functions relating to the granting of Stock Options and the administration of the Plan.

22.

Applicable Law
The Plan shall be governed by and construed in accordance with the laws in force in the Province
of Alberta.

23.

Stock Exchange
To the extent applicable, the issuance of any shares of the Corporation pursuant to Stock Options
issued pursuant to the Plan is subject to approval of the Plan by the Exchange, and the Plan shall
be subject to the ongoing requirements of such exchange.

24.

Prior Plans
On the effective date of the Plan (as set out in Section 25) the Plan shall entirely replace and
supersede prior stock option plans enacted by the Corporation and, subject to the consent of the
holder, all outstanding options shall be deemed to be granted pursuant to the Plan.

25.

Effective Date
The Plan shall become effective as of and from, and the effective date of the Plan shall be upon
all necessary shareholder and regulatory approvals.
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