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 KESTREL GOLD INC. 

 ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS 

 SEPTEMBER 27, 2018 

 

 MANAGEMENT INFORMATION CIRCULAR 

 

SOLICITATION OF PROXIES 

 

The information contained in this circular is furnished in connection with the solicitation by 

management of KESTREL GOLD INC. (the “Corporation”) of proxies to be used at the Annual 

and Special Meeting of the Shareholders of the Corporation (the “Meeting”) to be held on 

Thursday, the 27
th

 day of September, 2018 at 10:00 o'clock in the forenoon (Calgary time) at the 

place and for the purposes set forth in the accompanying Notice of Annual and Special Meeting 

(“Notice of Meeting”) and at any adjournment thereof.  The information contained in this 

Management Information Circular is given as at August 20, 2018, unless otherwise stated. 

 

The solicitation of proxies is made on behalf of the management of the Corporation.  The 

costs incurred in the preparation and mailing of the form of proxy, Notice of Meeting and this 

Management Information Circular will be borne by the Corporation.  In addition to the use of 

mails, proxies may be solicited personally or by telephone by directors, officers and employees of 

the Corporation, who will not be remunerated therefor.  The cost of the solicitation will be borne 

by the Corporation. 

 

APPOINTMENT AND REVOCATION OF PROXIES 

 

A Shareholder has the right to appoint a person or company (who need not be a 

shareholder) to represent him at the Meeting other than the persons designated in the 

enclosed proxy form and may do so either by inserting the name of his chosen nominee in the 

space provided for that purpose on the form and striking out the other names on the form, or by 

completing another proper form of proxy.  In any case, the form of proxy should be dated and 

executed by the shareholder or his attorney authorized in writing, or if the shareholder is a 

corporation, under its corporate seal or by an officer or attorney thereof duly authorized. 

 

To be effective, the proxy must be mailed so as to reach or be deposited with Computershare 

Trust Company of Canada (i) by mail using the enclosed return envelope; or (ii) by hand delivery 

to Computershare, Proxy Department, 100 University Avenue, 8
th

 Floor, Toronto, Ontario, M5J 

2Y1.  You may vote by telephone at 1-866-732-VOTE (8683) (toll free within North America) or 

1-312-588-4290 (outside North America), by facsimile to 1-866-249-7775 (within North 

America) or (416) 263-9524 (outside North America), or by Internet using the 15 digit control 

number located at the bottom of your proxy at www.investorvote.com.  All instructions are listed 

in the enclosed form of proxy.  Your proxy or voting instructions must be received in each case 

no later than 10:00 a.m. (Mountain Standard Time) on September 25, 2018, or, if the Meeting is 

adjourned,  not later than 48 hours (excluding Saturdays, Sundays and statutory holidays) before 

the beginning of any adjournment of the Meeting. 

 

In addition to revocation in any other manner permitted by law, a shareholder who has given a 

proxy may revoke it, any time before it is exercised, by instrument in writing executed by the 

http://www.investorvote.com/
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shareholder or by his attorney authorized in writing and deposited either at the registered office 

of the Corporation 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 

such meeting on the day of the Meeting, or any adjournment thereof. 

 

VOTING OF PROXIES 

 

All of the persons named in the enclosed form of proxy, who are officers and directors of the 

Corporation, have indicated their willingness to represent as proxy the shareholder who appoints 

them.  Each shareholder may instruct his proxy how to vote his shares by completing the blanks 

on the proxy form. 

 

Unless otherwise instructed in the proxy form, the proxy will be voted in favour of the 

resolution fixing the number of directors to be elected at the Meeting, in respect of the 

election of directors and the appointment of auditors, and in favour of any other proposed 

resolution as set forth under “Particulars of Matters to Be Acted Upon.” 

 

The enclosed form of proxy confers discretionary authority upon the persons named 

therein with respect to amendments and variations to matters identified in the Notice of 

Meeting and with respect to any other matters which may properly come before the 

Meeting.  Management of the Corporation knows of no such amendments, variations or other 

matters to come before the Meeting. 

 

ADVICE TO BENEFICIAL SHAREHOLDERS 

 

The Corporation is not using “notice-and-access” (as defined in National Instrument 54-101 

Communication with Beneficial Owners of Securities of a Reporting Issuer (“NI 54-101”)) to 

send their proxy-related materials to the shareholders of the Corporation. 

 

Only registered shareholders or the persons they appoint as their proxies are permitted to 

vote at the Meeting; however, in many cases, Common Shares of the Corporation beneficially 

owned by a person are registered either:  (i) in the name of an intermediary (an “Intermediary”) 

(which may include, among others, banks, trust companies, securities dealers or brokers and 

trustees or administrators of registered retirement savings plans, registered retirement income 

funds, registered education savings plans and similar plans); or (ii) in the name of a clearing 

agency, which in Canada, in the vast majority of cases, is CDS & Co. (the registration name for 

The Canadian Depository for Securities). 

 

Shareholders who hold their Common Shares of the Corporation through an Intermediary are 

referred to herein as Beneficial Owners. 

 

Under NI 54-101, Beneficial Owners are either: 

 

(i) “non-objecting beneficial owners” or “NOBOs”, who are Beneficial Owners who 

do not object to the disclosure by the Intermediary of ownership information 

about the Beneficial Owner; or 
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(ii) “objecting beneficial owners” or “OBOs”, who are Beneficial Owners who 

object to the disclosure by the Intermediary of ownership information about the 

Beneficial Owner. 

 

The Corporation is sending the Meeting materials (including the Notice of Meeting, this 

Management Information Circular and proxy-related materials) directly to NOBOs and has 

appointed Computershare Trust Company of Canada (the “Agent”) as its agent for this purpose. 

 

Included in the Meeting materials is a voting instruction form (“VIF”) sent by the Agent which 

requests instructions from the Beneficial Owner regarding voting of Common Shares to be voted 

at the Meeting.  In the case of NOBOs resident in foreign jurisdictions, an Intermediary VIF, 

referred to below, is sent on behalf of the Intermediary holding the Common Shares on behalf of 

the Beneficial Owner. 

 

Beneficial Owners are requested to complete and return the VIF at the address set forth in the 

VIF.  Alternatively, Beneficial Owners can vote on the Internet or by toll free telephone, by 

following the instructions in the VIF. 

 

The following disclosure is made pursuant to NI 54-101:  “These security holder materials are 

being sent to both registered and non-registered owners of the securities.  If you are a non-

registered owner, and the issuer or its agent has sent these materials directly to you, your name 

and address and information about your holdings of securities, have been obtained in accordance 

with applicable securities regulatory requirements from the intermediary holding on your behalf. 

By choosing to send these materials to you directly, the issuer (and not the intermediary holding 

on your behalf) has assumed responsibility for (i) delivering these materials to you, and (ii) 

executing your proper voting instructions.  Please return your voting instructions as specified in 

the request for voting instructions.” 

 

If the Beneficial Owner is an OBO or a NOBO resident in a foreign jurisdiction, included in the 

Meeting materials is a voting information form (“Intermediary VIF”) sent on behalf of the 

Intermediary holding the Common Shares on behalf of the Beneficial Owner.  The Intermediary 

VIF requests instructions from the Beneficial Owner regarding voting of Common Shares to be 

voted at the Meeting.  Beneficial Owners are requested to complete and return the Intermediary 

VIF at the address set forth in the Intermediary VIF.  Alternatively, Beneficial Owners can vote 

on the Internet or by toll free telephone, by following the instructions in the Intermediary VIF. 

 

The Corporation does not intend to pay for Intermediaries to forward to OBOs under NI 54-101 

the proxy-related materials and the Intermediary VIF, and the OBO will not receive the materials 

unless the OBO’s Intermediary assumes the cost of delivery. 

 

If the Beneficial Owner wishes to attend the Meeting and vote in person, or if the Beneficial 

Owner wishes to appoint another person to attend the Meeting and vote on behalf of the 

Beneficial Owner, the Beneficial Owner must insert the name of the Beneficial Owner or other 

person in the space provided in the VIF or the Intermediary VIF, as applicable, sign and date 

same, and mail same at the address set forth in the VIF or the Intermediary VIF.  Alternatively, 
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the Beneficial Owner or other person may be designated on the Internet by following the 

instructions in the VIF or the Intermediary VIF, as applicable.  Unless prohibited by law, the 

person whose name is written in the space provided in the VIF or the Intermediary VIF will have 

full authority to present matters to the Meeting and, provided that the voting section of the VIF or 

Intermediary VIF is not filled in, vote on all matters that are presented at the Meeting, even if 

those matters are not set out in the VIF or the Intermediary VIF or this Management Information 

Circular.  The Beneficial Owner should consult a legal advisor if the Beneficial Owner wishes to 

modify the authority of that person in any way. 

 

All references to shareholders in this Management Information Circular and the accompanying 

form of proxy and Notice of Meeting are to shareholders of record unless specifically stated 

otherwise.  Where documents are stated to be available for review or inspection, such items will 

be shown upon request to registered shareholders who produce proof of their identity. 

 

VOTING SHARES 

 

The Corporation’s issued and outstanding voting shares consist of 61,284,208 Common Shares. 

Holders of Common Shares are entitled to one vote at the Meeting for each Common Share held. 

 

The directors have fixed the close of business on August 20, 2018 as the record date for the 

Meeting.  Only shareholders of record as at the close of business on August 20, 2018 are entitled 

to receive notice of and to attend and vote at the Meeting except that a transferee of shares 

acquired after that date shall be entitled to vote at the Meeting if such transferee produces 

properly endorsed certificates for such shares or otherwise establishes ownership of such shares 

and has demanded not later than 10 days before the Meeting that the name of such transferee be 

included in the list of shareholders entitled to vote at the Meeting. 

 

QUORUM 

 

Pursuant to the by-laws of the Corporation, a quorum for the transaction of business at the 

Meeting shall be at least two (2) persons present holding or representing by proxy not less than 

five percent (5%) of the outstanding Common Shares of the Corporation entitled to vote at the 

Meeting. 

 

PRINCIPAL SHAREHOLDERS 

 

To the knowledge of the directors and executive officers of the Corporation, no person or 

company beneficially owned, or controlled or directed, directly or indirectly, voting securities 

carrying 10% or more of the voting rights attached to any class of voting securities of the 

Corporation.  

 

EXECUTIVE COMPENSATION 

 

The following disclosure of compensation paid, payable, awarded, granted, given, or otherwise 

provided, directly or indirectly, by the Corporation, or a subsidiary of the Corporation, to each 
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Named Executive Officer and director is made in accordance with the requirements of National 

Instrument 51-102.  Disclosure is required to be made in relation to each Named Executive 

Officer, being individuals who served as the Corporation’s Chief Executive Officer, Chief 

Financial Officer, and each of the three most highly compensated executive officers of the 

Corporation, including any of its subsidiaries, who at the end of the most recently completed 

financial year whose salary and bonus exceeded $150,000.  The Chief Executive Officer and the 

Chief Financial Officer of the Corporation are the Corporation’s only Named Executive Officers. 

 

The board of directors of the Corporation (the “Board”) is responsible for approving 

compensation, including long-term incentives in the form of stock options, to be granted to the 

Chief Executive Officer, the Chief Financial Officer and the directors. 

 

The compensation program of the Corporation is designed to attract, motivate, reward and retain 

knowledgeable and skilled executives required to achieve the Corporation's corporate objectives 

and increase shareholder value.  The main objective of the compensation program is to recognize 

the contribution of the executive officers to the overall success and strategic growth of the 

Corporation.  The compensation program is designed to reward management performance by 

aligning a component of the compensation with the Corporation's business performance and 

share value.  The philosophy of the Corporation is to pay the management a total compensation 

amount that is competitive with other Canadian junior companies and is consistent with the 

experience and responsibility level of the management.  The purpose of executive compensation 

is to reward the executives for their contributions to the achievements of the Corporation on both 

an annual and long term basis. 

 

Executive compensation is not based on specific performance goals or benchmarks, but is 

determined on a subjective basis by the board of directors. 

 

The compensation program provides incentives to its management and directors to achieve long 

term objectives through grants of stock options under the Corporation's stock option plan.  

Increasing the value of the Corporation's Common Shares increases the value of the stock 

options.  This incentive closely links the interests of the Named Executive Officers and directors 

to shareholders of the Corporation. 

 

The Corporation does take into account the options granted in prior years when considering new 

grants of options.  The allocation of the number of options granted among the directors and 

officers of the Corporation is determined by the entire board of directors. 

  

The board of directors does not specifically consider the implications of the “risks” associated 

with the Corporation’s compensation policies and practices because the types of compensation 

are relatively simple and do not generally create “risks” in and of themselves. 

 

The Corporation does not prohibit any Named Executive Officer or director from purchasing 

financial instruments including, for greater certainty, prepaid variable forward contracts, equity 

swaps, collars, or units of exchange funds, that are designed to hedge or offset a decrease in 
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market value of equity securities granted as compensation or held, directly or indirectly, by the 

Named Executive Officer or director. 

 

Summary Compensation Table 

The following table sets forth the compensation paid, payable, awarded, granted, given, or 

otherwise provided, directly or indirectly, by the Corporation, or a subsidiary of the Corporation, 

to each Named Executive Officer for the financial years ended September 30, 2017, 2016, and 

2015. 

  
 

 

 

Name and principal 

position 

 

 

 

Year 

 

 

 

Salary 

 

 

($) 

 

 

 

Share-

based 

 

($) 

 

 

 

Option-based 

awards 

 

($) 

Non-equity incentive plan 

compensation 

 

 

 

Pension 

value 

 

($) 

 

 

 

All other 

compensation 

 

($) 

 

 

 

Total 

compensation 

 

($) 

Annual 

incentive 

plans 

 

($) 

Long-term 

incentive 

plans 

 

($) 

Kevin V. Nephin (1) (2) 

Chief Executive Officer 

2017 

2016 

2015 

  76,560 

  21,100 

124,452 

Nil 

Nil 

Nil 

100,625 (3) 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

177,185 

  21,100 

124,452 

Robert H. Solinger (1) 

Chief Financial Officer 

2017   24,000 Nil   28,750 (3) Nil Nil Nil Nil   52,750 

Stuart W. Peterson (1) 

Chief Financial Officer 

2017 

2016 

2015 

Nil 

Nil 

  9,000 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

  9,000 

Notes: 

(1) With regard to the position of Chief Financial Officer, on January 29, 2017 Stuart W. Peterson 

resigned as Chief Financial Officer and Kevin V. Nephin was appointed as Chief Financial Officer; on 

March 15, 2017 Kevin V. Nephin resigned as Chief Financial Officer and Robert H. Solinger was 

appointed as Chief Financial Officer. 

(2) Kevin V. Nephin’s salary was paid to Balor Financial Ltd., which was wholly owned by Mr. Nephin. 

(3) The fair value of each granted option was determined using the black-Scholes option pricing model.  

For the purpose of the calculation, the following assumptions were used:  $0.05 exercise and share 

price, five years expiration, 178% volatility and 1.06% interest per annum.  The value assigned for 

each option is $0.06.  The Corporation chose this methodology because it is recognized as the most 

common methodology used for valuing options. 

 

Incentive Plan Awards 

Outstanding share-based awards and option-based awards 
 

The following table sets forth all awards outstanding at the end of the most recently completed 

financial year, including awards granted before the most recently completed financial year, for 

each NEO and director of the Company. 
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 Option-based Awards Share-based Awards 

Name Number of 

securities 

underlying 

unexercised 

options 

 

 

(#) 

Option 

exercise 

price 

 

 

 

 

($) 

Option 

expiration 

date 

Value of 

unexercised 

in-the-

money 

options 
(1)

 

 

 

($) 

Number of 

shares or 

units of 

shares that 

have not 

vested 

 

(#) 

Market or 

payout value 

of share-

based awards 

that have not 

vested 

 

($) 

Market or 

payout value 

of vested 

share-based 

awards not 

paid out or 

distributed 

($) 

Kevin V. Nephin 

Chief Executive 

Officer and 

Director 

1,750,000 $0.05 April 4, 

2022 

$140,000 n/a n/a n/a 

Robert H. 

Solinger 

Chief Financial 

Officer and 

Director 

   500,000 $0.05 April 4, 

2022 
$  40,000 n/a n/a n/a 

Scott C. Kellaway 

Director 

1,000,000 $0.05 April 4, 

2022 
$  80,000 n/a n/a n/a 

Note: 

(1) Calculated by multiplying the number of Common Shares purchasable on exercise of the options by the difference 

between the market price of the Common Shares at September 30, 2017 and the exercise price of the options.  The 

closing price of the Company’s Common Shares on the TSX Venture Exchange on September 29, 2017, the last date 

of trade prior to September 30, 2017, was $0.13. 

 

Incentive plan awards – value vested or earned during the year 

 

The following table sets forth the incentive plan awards, value vested or earned during the most 

recently completed financial year for each NEO and director of the Company. 

 
Name Option-based awards 

– Value vested 

during the year 

($) 
(i)

 

Share-based awards – 

Value vested during the 

year 

($) 

Non-equity incentive plan 

compensation – Value 

earned during the year 

($) 

Kevin V. Nephin $113,750
 (ii)

 n/a n/a 

Robert H. Solinger $  32,500
 (iii) 

n/a n/a 

Scott C. Kellaway $  65,000
 (iv) 

n/a n/a 

 
Notes: 

(i) The aggregate dollar value is the amount that would have been realized if the options under the option-based 

award had been exercised on the vesting date.  The aggregate dollar value is calculated by multiplying the 

number of Common Shares purchasable on exercise of the options on the vesting date by the difference 

between the market price of the Common Shares on the vesting date and the exercise price of the options. 

(ii) 1,750,000 options vested on the vesting date.  On the vesting date, the market price was $0.065.  The grant 

price was $0.05. 

(iii) 500,000 options vested on the vesting date.  On the vesting date, the market price was $0.065.  The grant 

price was $0.05 

(iv) 1,000,000 options vested on the vesting date.  On the vesting date, the market price was $0.065.  The grant 

price was $0.05. 
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Narrative Description of Option-based and Share-based plans 

The Corporation maintains a stock option plan (the “Stock Option Plan”). 

 

The Stock Option Plan provides that the Board may allocate non-transferable options to purchase 

Common Shares of the Corporation to Employees, Directors and Consultants, as defined in the 

policies of the TSX Venture Exchange (the “Exchange Policies”) of the Corporation and its 

subsidiaries.  Under the Stock Option Plan, the aggregate number of Common Shares to be 

delivered upon the exercise of all options granted under the Stock Option Plan shall not exceed 

10% of the issued Common Shares of the Corporation at the time of granting the options; unless 

the Corporation has obtained disinterested shareholder approval as provided for in the Exchange 

Policies, no individual shall, during any 12 month period, be granted an option which exceeds 

5% of the issued and outstanding Common Shares of the Corporation at the time of granting of 

the option; no Consultant to the Corporation shall, during any 12 month period, be granted an 

option which exceeds 2% of the issued and outstanding Common Shares of the Corporation at 

the time of granting of the option; no Employee conducting investor relations activities for the 

Corporation shall, during any 12 month period, be granted an option which exceeds 2% of the 

issued and outstanding Common Shares of the Corporation at the time of granting of the option; 

and the exercise price can only be at such price permitted by the Exchange Policies.  Options 

under the Stock Option Plan are non-assignable (except in the event of death) and may be 

exercisable for a term of up to ten years.  If the expiry date of the option falls within a blackout 

period, or within nine business days following the expiration of a blackout period, the expiry date 

of the option is automatically extended to the tenth business day after the end of the blackout 

period.  If an optionee ceases to be an Employee, Director or Consultant of the Corporation or its 

subsidiaries for any reason (other than for cause or other than for death), the option shall 

terminate within a reasonable period not to exceed 12 months (as fixed in the agreement 

evidencing the option) next succeeding the optionee ceasing to be in at least one of the foregoing 

categories.  The option shall terminate immediately if the optionee’s position is terminated for 

cause or if the optionee is removed as a director.  The option shall terminate within one year after 

the death of the optionee.  The Board may, at its sole discretion, determine the time during which 

options shall vest and the method of vesting, or that no vesting restriction shall exist. 

 

Pension Plan Benefits 

Defined Benefit Plans and Retirement Plans 

The Corporation does not have any pension or retirement plan. 

Deferred Compensation Plans 

The Corporation does not have a deferred compensation plan. 

 

TERMINATION AND CHANGE OF CONTROL BENEFITS 

 

There is no contract, agreement, plan or arrangement between the Corporation and any Named 

Executive Officer of the Corporation that provides for payments to a Named Executive Officer 

at, following, or in connection with any termination (whether voluntary, involuntary or 
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constructive), resignation, retirement, a change in control of the Corporation or a change in the 

Named Executive Officer’s responsibilities. 

 

Compensation of Directors 

The following table sets forth all amounts of compensation provided to the directors of the 

Corporation for the most recently completed financial year. 

 
Name Fees 

earned 

 

($) 
(i)

 

Share-

based 

awards 

($) 

Option-

based 

awards 
(ii)

 

($) 

Non-equity 

incentive plan 

compensation 

($) 

Pension 

value 

 

($) 

All other 

compensation 

 

($) 

Total 

 

 

($) 

Scott C. Kellaway Nil Nil 57,500 Nil Nil Nil 57,500 

Stuart Peterson Nil Nil Nil Nil Nil Nil Nil 

 

Notes: 

(i) Disclosure related to Kevin V. Nephin and Robert H. Solinger, who are directors and Named 

Executive Officers of the Corporation is provided under “Executive Compensation – Summary 

Compensation Table”. 

(ii) The fair value of each option granted on the grant date was determined using the Black-Scholes option 

pricing model.  For the purpose of the calculation, the following weighted average assumptions were 

used: $0.05 exercise and share price, five years expiration, 178% volatility and 1.06% interest per 

annum.  The value assigned for each option is $0.06.  The Corporation chose this methodology 

because it is recognized as the most common methodology used for valuing options. 

The Corporation does not prohibit any Named Executive Officer or director from purchasing 

financial instruments including, for greater certainty, prepaid variable forward contracts, equity 

swaps, collars, or units of exchange funds, that are designed to hedge or offset a decrease in 

market value of equity securities granted as compensation or held, directly or indirectly, by the 

Named Executive Officer or director. 

 

SECURITIES AUTHORIZED FOR ISSUANCE  

UNDER EQUITY COMPENSATION PLAN INFORMATION 

 

The following table sets forth information with respect to securities to be issued upon the 

exercise of outstanding options, warrants and rights granted pursuant to equity compensation 

plans of the Corporation as at the financial year ended September 30, 2017: 

 
 

 

 

Plan Category 

Number of securities to 

be issued upon exercise 

of outstanding options, 

warrants and rights 

Weighted average 

exercise price of 

outstanding options, 

warrants and rights 

Number of securities 

remaining available for 

future issuance under 

equity compensation plans 

Equity compensation 

plans approved by 

securityholders 

4,400,000 $0.05 1,728,420 

Equity compensation 

plans not approved by 

securityholders 

n/a n/a n/a 

Total   1,728,420 
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INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS 

 

No director, executive officer, employee or former director, executive officer or employee of the 

Corporation or its subsidiaries, or any proposed nominee for election as a Director of the 

Corporation, nor any associate of any such director, executive officer or proposed nominee, is, or 

has been at any time since the beginning of the last completed financial year, indebted to the 

Corporation or its subsidiaries nor has any such person been indebted to any other entity where 

such indebtedness is the subject of a guarantee, support agreement, letter of credit or similar 

arrangement or understanding, provided by the Corporation or any of its subsidiaries. 

 

MANAGEMENT CONTRACTS 

 

The Corporation has not entered into an agreement or arrangement under which management 

functions of the Corporation or any of its subsidiaries are to any substantial degree to be 

performed by a person or company other than by the directors or senior officers of the 

Corporation or its subsidiaries. 

 

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS 

 

Management of the Corporation is not aware of any material interests, direct or indirect, of any 

“informed person” (as defined in National Instrument 51-102)  of the Corporation, any proposed 

director of the Corporation, or any associate or affiliate of any informed person or proposed 

director of the Corporation in any transaction since the commencement of the last completed 

financial year of the Corporation, or in any proposed transaction, which has materially affected or 

will materially affect the Corporation or any of its subsidiaries. 

 

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

 

Management of the Corporation is not aware of any material interest, direct or indirect, by way of 

beneficial ownership of securities or otherwise, of any person who has been a director or 

executive officer since the beginning of the Corporation’s last financial year, of any proposed 

nominee for election as a director, or of any associate or affiliate of such director, executive 

officer or proposed nominee in any matter to be acted upon, other than the approval of the  stock 

option plan (see “Particulars of Matters to Be Acted Upon – Stock Option Plan”). 

 

CORPORATE GOVERNANCE 

 

National Policy 58-201 – Corporate Governance Guidelines and National Instrument 58-101 – 

Disclosure of Corporate Governance Practices, sets out a series of guidelines for effective 

corporate governance.  The Corporation has reviewed its own corporate governance practices in 

light of these guidelines.  In certain cases, the Corporation’s practices comply with the 

guidelines; however, the Board considers that some of the guidelines are not suitable for the 

Corporation at its current stage of development and therefore these guidelines have not been 

adopted. National Instrument 58-101 mandates disclosure of corporate governance practices 

which disclosure is set out below. 



 
 

 

Page 11 of 21 

 

 

Board of Directors 

The Board consists of three directors, two of whom are independent based upon the tests for 

independence set forth in National Instrument 52-110.  Scott C. Kellaway and Patrick Lynch are 

independent. Robert H.Solinger is not independent as he is the President, Chief Executive 

Officer and Chief Financial Officer of the Corporation. 

 

The independent directors have full access to management.  The independent directors are able to 

meet at any time without any members of management including the non-independent directors 

being present.  The independent members of the Audit Committee are able to meet with the 

Corporation’s auditors without management or the non-independent member of the Audit 

Committee being in attendance. 

 

Directorship 

The following directors of the Corporation are directors of other reporting issuers or the 

equivalent: 
Director Other Reporting Issuer 

Scott C. Kellaway Thunder River Enterprises Inc. 

Robert H. Solinger Darelle Online Solutions Inc. (TSXV) 

 

Orientation and Continuing Education 

The Board has not developed an official orientation or training program for new Board members. 

As required, new directors have the opportunity to become familiar with the Corporation by 

meeting with the other directors and with officers and employees.  Orientation activities are 

tailored to the particular needs and experience of each director and the overall needs of the 

Board.  Board members are encouraged to communicate with management and auditors and 

technical consultants if required.  They are expected to keep themselves current with industry 

trends and developments and changes in legislation with management’s assistance.  Board 

members have full access to the Corporation’s records. 

 

Ethical Business Conduct 

The Board has found that the fiduciary duties placed on individual directors pursuant to corporate 

legislation and the common law, and the conflict of interest provisions under corporate 

legislation which restricts an individual director’s participation in decisions of the board in which 

the director has an interest have been sufficient to ensure that the Board operates independently 

of management and in the best interests of the Corporation.  The Board has also adopted a 

whistleblower protection policy with respect to the confidential and anonymous reporting of 

complaints and irregularities. 

 

Nomination of Directors 

The Board has not appointed a nominating committee because the Board fulfills these functions. 

The Board assesses potential Board candidates to fill perceived needs on the Board for required 

skills, expertise, independence and other factors. 
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Compensation of Directors, the Chief Executive Officer and Chief Financial Officer 

The Board is responsible for approving compensation, including long-term incentives in the  

form of stock options, to be granted to the Chief Executive Officer, the Chief Financial Officer 

and the directors.  The Board determines compensation reflecting the need to provide incentive 

and compensation for the time and effort expended by the directors and officers while taking into 

account the financial and other resources of the Corporation. 

 

Board Committees 

The Corporation does not have any committees in addition to the Audit Committee. 

 

Assessments 

Based upon the Corporation’s size, its current state of development and the number of 

individuals on the Board, the Board considers a formal process for assessing regularly the 

effectiveness and contribution of the Board, as a whole, its committees or individual directors to 

be unnecessary at this time.  The Board plans to continue evaluating its own effectiveness on an 

ad hoc basis. 

 

AUDIT COMMITTEE 

Audit Committee Charter 

The text of the Corporation’s Audit Committee Charter is attached hereto as Schedule “A”. 

 

Composition of Audit Committee 

The Audit Committee is composed of three directors, Robert H. Solinger, Scott C. Kellaway and 

Patrick Lynch..  All of the members of the Audit Committee are “financially literate” within the 

meaning of National Instrument 52-110. Robert H. Solinger is financially literate by virtue of 

being a chartered accountant.  Scott C. Kellaway is financially literate by virtue of having been 

the President and Chief Executive Officer of Family Memorials Inc. which was listed on the TSX 

Venture Exchange. Patrick Lynch is financially literate by virtue of being a retired chartered 

accountant.  Two of the members of the committee namely, Scott C. Kellaway and Patrick 

Lynch, are “independent” within the meaning of the policies of the TSX Venture Exchange and 

National Instrument 52-110.  The Company is a “venture issuer” as defined in National 

Instrument 52-110 and as such is relying on the exemption from the requirement that all 

members of the audit committee be independent. 

 

COMPENSATION OF AUDITORS 

Audit Fees 

The aggregate audit fees of the Auditor for the fiscal year ended September 30, 2017 were 

$17,000 and were $10,000 for the fiscal year ended September 30, 2016. 
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Audit Related Fees 

The aggregate fees of the Auditor for assurance and related services that are reasonably related to 

the performance of the audit or review of the Company’s financial statements and are not 

reported under “Audit Fees” above for the fiscal year ended September 30, 2017 were $1,300 

(for review of accounting for stock-based compensation and recoverable value of exploration 

assets); and for the fiscal year ended September 30, 2016 were $200 (for CPAB fees). 

Tax Fees 

The aggregate fees for professional services rendered by the Auditor for tax compliance, tax 

advice and tax planning were $Nil for the fiscal year ended September 30, 2017; and were $Nil 

for the fiscal year ended September 30, 2016. 

All Other Fees 

The aggregate fees for products and services, other than the services reported in “Audit Fees”, 

“Audit Related Fees”, and “Tax Fees”, referred to above, provided to the Company by the 

Auditor were $386 for the fiscal year ended September 30, 2017 (for CPAB fees); and were 

$2,500 for the fiscal year ended September 30, 2016 (for assistance with management in 

responding to the Alberta Securities Commission comment letters). 

 

PARTICULARS OF MATTERS TO BE ACTED UPON 

 

To the knowledge of the Corporation’s directors, the only matters to be placed before the 

Meeting are those matters set forth in the accompanying Notice of Meeting, more particularly 

described as follows: 

 

Financial Statements 

At the Meeting, shareholders will receive and consider the audited financial statements of the 

Corporation for the financial year ended September 30, 2017, along with the auditors’ report 

thereon.  No vote by the shareholders with respect thereto is required or proposed to be taken. 

 

National Instrument 51-102, Continuous Disclosure Obligations, (the “Instrument”) provides 

that the Corporation is not required to send annual or interim financial statements to its registered 

shareholders, unless they request copies of same.  However, the Business Corporations Act 

(Alberta) requires that annual financial statements be sent to each shareholder, unless waived in 

writing by the shareholder.  The Instrument provides that shareholders will not receive interim 

financial statements and the management discussion and analysis for the interim financial 

statements unless requested. 

 

With respect to beneficial shareholders, the Instrument provides that the Corporation is only 

required to send annual or interim financial statements and the related management discussion 

and analysis to its beneficial shareholders if they request copies of same. 
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Shareholders are encouraged to review and, if action is desired, send the enclosed return card to 

the Corporation at 208, 110 – 12 Avenue S. W., Calgary, Alberta, T2R 0G7. 

 

Fix Number of Directors to be Elected 

The affairs of the Corporation are managed by a board of directors who are elected annually to 

hold office until the next annual meeting or until the director’s successor is elected or appointed.  

 

The Articles of the Corporation provide that the board of directors shall consist of a minimum of 

one and a maximum of eleven directors.  The Corporation is a “distributing corporation” as 

defined in the Business Corporations Act (Alberta) and accordingly, must have a minimum of 

three directors.  The Board currently consists of three members. 

 

The shareholders of the Corporation will be asked to consider and, if thought appropriate, to 

approve and adopt a resolution fixing the number of directors to be elected at the Meeting at 

three.  In order to be effective, the resolution requires the approval of a majority of votes cast by 

shareholders who vote in respect of the resolution 

 

Election of Directors 

Hereinafter set forth are the names of the persons for whom it is intended that votes will be cast 

for their election as directors pursuant to the proxy solicited hereby unless the shareholder directs 

that his shares be withheld from voting in the election of directors.  Management has been 

informed that each of the proposed nominees listed below is willing to serve as a director, if 

elected. 

 

In the following table and notes thereto is stated the name of each person proposed by 

management for election as a director, the person’s province or state and country of residence, 

the person’s positions and offices with the Corporation, if any, the person’s principal occupation 

or employment, the person’s period or periods of service as a director of the Corporation and the 

number of Common Shares of the Corporation beneficially owned, or controlled or directed, 

directly or indirectly, by the person as of the date hereof: 

 
 
 

Name, Residence 

And Office 

 
 

Director  

Since 

 
 

 

Principal Occupation 

 
Number of Common 

Shares as at the date 

hereof 

Robert H. Solinger * 

Alberta, Canada 

President, Chief Executive 

Officer, and Chief Financial 

Officer 

March, 

2017 

Self-employed as CFO consultant since 2012; 

from 2008 to 2012, CFO, VP Finance with 

Ironhorse Oil & Gas Inc. 

1,170,333 (Direct) 

Scott C. Kellaway * 

Ontario, Canada 

March 

2014 

President and Chief Executive Officer of Family 

Memorials Inc. 

 739,667 (Direct) 

465,000 (Indirect) 

Patrick Lynch * 

Alberta, Canada 

July, 2018 Retired since 2015; Vice President, Taxation, 

with Veresen Energy Inc. until retirement in 

2015 

Nil 

* Member of Audit Committee 
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The directors will hold office until the close of the next annual general meeting of shareholders, 

unless such office is earlier vacated by the death or resignation of the director or by removal or 

disqualification in accordance with the Business Corporations Act (Alberta). 

 

The information as to principal occupation and shares beneficially owned, or controlled or 

directed, directly or indirectly, not being within the knowledge of the Corporation, has been 

furnished by the respective nominee. 

 

To the knowledge of management of the Corporation, no proposed director is, or within the ten 

years prior to the date hereof has been, a director, chief executive officer or chief financial officer 

of any company (including the Corporation) that: (i) while that person was acting in that capacity 

was the subject of a cease trade order or an order similar to a cease trade order, or an order that 

denied the relevant company access to any exemption under Canadian securities legislation (any 

such order referred to as an “Order”), for a period of more than 30 consecutive days; or (ii) was 

subject to an Order that was issued after the proposed director ceased to be a director, chief 

executive officer or chief financial officer, and which resulted from an event that occurred while 

that person was acting in the capacity as a director, chief executive officer or chief financial 

officer, except as follows: 
 

1. On the February 3, 2016, the Alberta Securities Commission issued a cease trade order 

against the Corporation (the “AB Cease Trade Order”) as a result of the Corporation’s 

failure to file the annual audited financial statements, annual management’s discussion 

and analysis, and certification of annual filings for the year ended September 30, 2015.  

On February 5, 2016, the British Columbia Securities also issued a cease trade order 

against the Corporation (the “BC Cease Trade Order”) as a result of the Corporation’s 

failure to file annual audited financial statements for the year ended September 30, 

2015, and a Form 51-102F1 Management’s Discussion and Analysis for the period 

ended September 30, 2015.  On February 21, 2017, the AB Cease Trade Order and the 

BC Cease Trade Order were revoked. Scott C. Kellaway was a director on the dates of 

the AB Cease Trade Order and the BC Cease Trade Order. 

2. Scott C. Kellaway was on April 28, 2014 President, Chief Executive Officer of Family 

Memorials Inc. (“Family Memorials”) when Family Memorials announced (the “Default 

Notice”) that it would be unable to file its audited financial statements, management’s 

discussion and analysis and related Chief Executive Officer and Chief Financial Officer 

certificates for the year ended December 31, 2013 (the “Required Filings”) before the 

April 30, 2014 deadline.   As a result of this delay in the filing of the Required Filings, 

the Ontario Securities Commission (the “OSC”) issued a temporary management cease 

trade order (“MCTO”) on May 2, 2014 and a permanent MCTO on May 14, 2015 

against the Corporation’s Chief Executive Officer, Scott C. Kellaway, and the 

Corporation’s former Chief Financial Officer, as opposed to issuing a general cease 

trade order against the Corporation.  The MCTO prohibited all trading in securities of 

the Corporation, whether direct or indirect, by the Corporation’s Chief Executive 

Officer and Chief Financial Officer until two full business days following receipt by the 

OSC of the Required Filings.  The Corporation completed the Required Filings on May 

28, 2014 and the MCTO expired as of June 2, 2014. 

 

To the knowledge of management of the Corporation, no proposed director is or has been during 

the ten years prior to the date hereof, a director or executive officer of any company (including 

the Corporation) that, while that person was acting in that capacity, or within a year of that 
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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. 

 

To the knowledge of management of the Corporation, no proposed director, during the ten years 

prior to the date hereof, has 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 

assets of the proposed director. 

 

To the knowledge of the management of the Corporation, no proposed director has been subject 

to: (i) any penalties or sanctions imposed by a court relating to securities legislation or by a 

securities regulatory authority or has entered into a settlement agreement with a securities 

regulatory authority; or (ii) any other penalties or sanctions imposed by a court or regulatory 

body that would likely be considered important to a reasonable securityholder in deciding 

whether to vote for a proposed director. 

 

Appointment and Remuneration of Auditors 

It is intended to vote the proxy solicited hereby (unless the shareholder directs therein that his 

shares be withheld from voting in the appointment of auditors) to appoint the firm of Smythe 

Ratcliffe LLP, Chartered Accountants, Vancouver, British Columbia, as auditors of the 

Corporation to hold office until the next annual meeting of shareholders and to authorize the 

directors to fix their remuneration.  Smythe Ratcliffe LLP, Chartered Accountants were 

appointed as auditors for the Corporation on May 31, 2007. 

 

Stock Option Plan 

Pursuant to the Exchange Policies, the Corporation’s Stock Option Plan must receive shareholder 

approval annually. 

 

Set forth below is the resolution to be submitted to the shareholders in relation to approving the 

Stock Option Plan.  The resolution must be passed by a majority of the votes cast by holders of 

Common Shares who vote in respect of the resolution.  The resolution is as follows: 

 

“BE IT RESOLVED that the Stock Option Plan of the Corporation, pursuant to 

which the Board of Directors of the Corporation may allocate non-transferable options 

to purchase Common Shares of the Corporation to Employees, Directors and 

Consultants, as defined in the policies of the TSX Venture Exchange, be and the same 

is hereby ratified and approved.” 
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Other Matters 

Management is not aware of any matters to come before the Meeting other than those set forth in 

the Notice of Meeting.  If other matters come before the Meeting it is the intention of the 

individuals named in the form of proxy to vote the same in accordance with their best judgment 

in such matters. 

 

ADDITIONAL INFORMATION 

 

Additional information relating to the Corporation is available through the System for Electronic 

Document Analysis and Retrieval (“SEDAR”) through the Internet at www.sedar.com. 

 

To obtain copies of the Corporation’s financial statements and management discussion and 

analysis, shareholders are required to send the return card referred to under “Particulars of 

Matters to Be Acted Upon” – “Financial Statements”. 

 

Financial information relating to the Corporation is provided in the Corporation’s comparative 

financial statements and management discussion and analysis for its most recently completed 

financial year.  See “Particulars of Matters to Be Acted Upon” – “Financial Statements”. 

 

Dated: August 20, 2018 

 

http://www.sedar.com/
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Schedule “A” 

 
KESTREL GOLD INC. 

       (the “Corporation”) 

                 Audit Committee Charter 

 

A. Composition and Process 
 

1. The Audit Committee shall be composed of a minimum of three members of the Board of 

Directors, a majority of whom are independent. An independent director, as defined in National 

Instrument 52-110 - Audit Committees (“NI 52-110”) is a director who has no direct or indirect 

material relationship which could, in the view of the Corporation’s Board of Directors, be 

reasonably expected to interfere with the exercise of a members independent judgment or as 

otherwise determined to be independent in accordance with NI 52-110. 

 

2. Members shall serve one-year terms and may serve consecutive terms, which are encouraged to 

ensure continuity of experience. 

 

3. The Chairperson shall be appointed by the Board of Directors for a one-year term, and may serve 

any number of consecutive terms. 

 

4. All members of the Audit Committee shall be financially literate. Financial literacy is the ability to 

read and understand a balance sheet, income statement and cash flow statement that present a breadth 

and level of complexity comparable to the Corporation’s financial statements. 

 

5. The Chairperson shall, in consultation with management and the external auditor and internal auditor 

(if any), establish the agenda for the meetings and ensure that properly prepared agenda materials  are 

circulated to the members with sufficient time for study prior to the meeting. The external auditor will 

also receive notice of all meetings of the Audit Committee. The Audit Committee may employ a list of 

prepared questions and considerations as a portion of its review and assessment process. 

 

6. The Audit Committee shall meet at least four times per year and may call special meetings as 

required. A quorum at meetings of the Audit Committee shall be its Chairperson and one of its other 

members or the Chairman of the Board of Directors. The Audit Committee may hold its meetings, 

and members of the Audit Committee may attend meetings, by telephone conference if this is deemed 

appropriate. 

 

7. The minutes of the Audit Committee meetings shall accurately record the decisions reached and shall 

be distributed to Audit Committee members with copies to the Board of Directors,  the  Chief  

Executive Officer, the Chief Financial Officer and the external auditor. 

 

8. The Audit Committee reviews, prior to their presentation to the Board of Directors and their release, 

all material financial information required by securities legislation and policies. 

 

9. The Audit Committee enquires about potential claims, assessments and other contingent liabilities. 

 

10. The Audit Committee periodically reviews with management, depreciation and amortization policies, 

loss provisions and other accounting policies for appropriateness and consistency. 

 

11. The Charter of the Audit Committee shall be reviewed by the Board of Directors on an annual basis. 
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B. Authority 

 

1. Appointed by the Board of Directors pursuant to provisions of the Business Corporations Act 

(Alberta) and the bylaws of the Corporation. 

 

2. Primary responsibility for the Corporation’s financial reporting, accounting systems and internal 

controls is vested in senior management and is overseen by the Board of Directors. The Audit 

Committee is a standing committee of the Board of Directors established to assist it in fulfilling its 

responsibilities in this regard. The Audit Committee shall have responsibility for overseeing 

management reporting on internal controls. While it is management’s responsibility to design and 

implement an effective system of internal control, it is the responsibility of the Audit Committee to 

ensure that management has done so. 

 

3. In fulfilling its responsibilities, the Audit Committee shall have unrestricted access to the 

Corporation’s personnel and documents and will be provided with the resources necessary to carry out 

its responsibilities. 

 

4. The Audit Committee shall have direct communication channels with the internal auditor (if any) 

and the external auditor to discuss and review specific issues, as appropriate. 

 

5. The Audit Committee shall have the authority to engage independent counsel and other advisors 

as it determines necessary to carry out its duties. 

 

6. The Audit Committee shall establish the compensation to be paid to any advisors employed by the 

Audit Committee and such compensation shall be paid by the Corporation as directed by the Audit 

Committee. 

 

C. Relationship with External Auditors 

 

1. An external auditor must report directly to the Audit Committee. 

 

2. The Audit Committee is directly responsible for overseeing the work of the external auditor 

including the resolution of disagreements between management and the external auditor regarding 

financial reporting. 

 

3. The Audit Committee shall implement structures and procedures to ensure that it meets with the 

external auditor on at least annually in the absence of management. 

 

D. Accounting Systems, Internal Controls and Procedures 

 

1. Obtain reasonable assurance from discussions with and/or reports from management, and reports from 

external auditors that accounting systems are reliable and that the prescribed internal controls are 

operating effectively for the Corporation and its subsidiaries and affiliates. 

 

2. The Audit Committee shall review to ensure to its satisfaction that adequate procedures are in place for 

the review of the Corporation’s disclosure of financial information extracted or derived from the 

Corporation’s financial statements and will periodically assess the adequacy of those procedures. 

 

3. Direct the external auditor’s examinations to particular areas. 

 

4. Review control weaknesses identified by the external auditor, together with management's response. 
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5. Review with the external auditor its view of the qualifications and performance of the key financial 

and accounting executives. 

 

6. In order to preserve the independence of the external auditor the Audit Committee will: 

 

(a) recommend to the Board of Directors the external auditor to be nominated; and 

 

(b) recommend to the Board of Directors the compensation of the external auditor’s 

engagement; 

 

7. The Audit Committee shall review and pre-approve any engagements for non-audit services to be 

provided by the external auditor or its affiliates, together with estimated fees, and consider the impact on 

the independence of the external auditor. 

 

8. Review with management and with the external auditor any proposed changes in major accounting 

policies, the presentation and impact of significant risks and uncertainties, and key estimates and 

judgments of management that may be material to financial reporting. 

 

9. The Audit Committee shall review and approve the Corporation’s hiring policies regarding partners, 

employees and former partners and employees of the present and most recent former external auditor 

of the Corporation. 

 

10. The Audit Committee shall establish procedures for the receipt, retention and treatment of  complaints 

received by the Corporation regarding accounting, internal accounting controls or auditing matters and 

the confidential anonymous submission by employees of the Corporation of concerns regarding 

questionable accounting or auditing matters. 

 

11. The Audit Committee shall on an annual basis, prior to public disclosure of its annual financial 

statements, ensure that the external auditor has entered into a participation agreement and has not 

had its participant status terminated, or, if its participant status was terminated, has been reinstated 

in accordance with the Canadian Public Accountability Board (“CPAB”) bylaws and is in compliance 

with any restriction or sanction imposed by the CPAB. 

 

E. Statutory and Regulatory Responsibilities 

 

1. Annual Financial Information - review the annual audited financial statements and related 

management’s discussion and analysis (“MD&A”), including any letter to shareholders and related 

press releases, and recommend their approval to the Board of Directors, after discussing matters 

such as the selection of accounting policies (and changes thereto), major accounting judgments, 

accruals and estimates with management and the external auditor. 

 

2. Annual Report - review the management MD&A section and all other relevant sections of the 

annual report, if prepared, to ensure consistency of all financial information included in the annual 

report. 

 

3. Interim Financial Statements - review the quarterly interim financial statements and related MD&A, 

including any letter to shareholders and related press releases and recommend their approval to the 

Board of Directors. 

 

4. Earnings Guidance/Forecasts - review forecasted financial information and forward looking 

statements. 
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5. Review the Corporation’s financial statements, MD&A and earnings press releases before the 

Corporation publicly discloses this information. 

 

F. Reporting 

 

1. Report, through the Chairperson of the Audit Committee, to the Board of Directors following each 

meeting on the major discussions and decisions made by the Audit Committee. 

 

2. Report  annually  to  the  Board  of  Directors  on  the  Audit  Committee’s  responsibilities  and  

how  it  has discharged them. 

 

3. Review  the  Audit  Committee’s  Charter  annually  and  recommend  the  approval  of  any  

proposed amendments to the Board of Directors. 

 

G. Other Responsibilities 

 

1. Investigating fraud, illegal acts or conflicts of interest. 

 

2. Discussing selected issues with corporate counsel or the external auditor or management.   

 


