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CUB ENERGY INC.  
5120 Woodway Drive, Suite 10010  

Houston, Texas 77056 

April 10, 2017 

Dear Shareholder: 

We are pleased to invite you to attend the annual and special meeting of holders of common shares of Cub Energy 

Inc. to be held at Cub’s corporate headquarters in Houston, Texas, Board Room, 5120 Woodway Drive, Suite 

10010, Houston, Texas 77056, on Tuesday, May 16, 2017, commencing at 9:00 a.m. (Houston time).   

The items of business to be acted on by the shareholders are set forth in the enclosed notice of meeting and 

management information circular.  As your vote is important, your shares should be represented at the meeting 

whether or not you are able to attend.  If you do not plan to attend, please complete, date, sign and return the 

enclosed form of proxy so that your shares can be voted at the meeting in accordance with your instructions. 

If you have questions regarding Cub Energy Inc. and its future plans, please contact me by telephone at (713) 677-

0439 or by email at mikhail.afendikov@cubenergyinc.com. 

Sincerely, 

 

(signed) Mikhail Afendikov 

Chairman and Chief Executive Officer 

 

  



CUB ENERGY INC. 

NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS 

NOTICE IS GIVEN that the annual and special meeting of the holders of common shares of Cub Energy Inc. (“Cub” or 

the "Corporation") will be held at Cub’s corporate headquarters in Houston, Texas, Board Room, 5120 Woodway 

Drive, Suite 10010, Houston, Texas 77056, on Tuesday, May 16, 2017, commencing at 9:00 a.m. (Houston time), 

for the following purposes, each as described in the management information circular accompanying this notice of 

meeting:  

1. to receive the financial statements of the Corporation for the year ended December 31, 2016 and the 

auditor's report thereon; 

2. to appoint Davidson & Company LLP  as auditor of the Corporation for the financial year ended December 

31, 2017, and authorize the board of directors to fix the remuneration of the auditor; 

3. to elect the board of directors; 

4. to amend the Articles of the Corporation to consolidate the issued and outstanding common shares in a 

range of one common share for up to every 10 of the issued and outstanding common shares that the board 

of directors, in its sole discretion, determines to be appropriate; 

5. to approve the Corporation’s Stock Option Plan for the ensuing year; and 

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

The board of directors has fixed April 10, 2017, as the record date for the determination of shareholders entitled to 

notice of and to vote at the meeting and at any adjournment thereof.  Only shareholders of record on the record date 

are entitled to receive notice of and to vote at the meeting. 

A registered shareholder may appoint a proxyholder to attend and act at the meeting in accordance with the 

shareholder's instructions.  A shareholder wishing to appoint a proxyholder should complete, date and sign the 

enclosed form of proxy and deposit it with TSX Trust Company, Suite 300, 200 University Avenue, Toronto, 

Ontario M5H 4H1.  Proxies must be deposited with TSX Trust Company at least 48 hours, excluding Saturdays, 

Sundays and holidays, preceding the meeting. 

There are also procedures, described in the accompanying management information circular, for beneficial owners 

of shares to give voting instructions to the registered owners of those shares. 

DATED at Houston, Texas, April 10, 2017. 

By Order of the Board of Directors, 

 

(signed) Mikhail Afendikov 

Chairman and Chief Executive Officer 
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PROXY SOLICITATION MATTERS 

PURPOSE OF SOLICITATION 

This management Information Circular ("Information Circular") is furnished by the management of Cub Energy 

Inc. ("Cub" or the "Corporation") in connection with the solicitation of proxies by management of the Corporation 

for use at the annual and special meeting (the "Meeting") of holders ("Shareholders") of common shares 

("Common Shares") of the Corporation to be held at Cub’s corporate headquarters in Houston, Texas, Board 

Room, 5120 Woodway Drive, Suite 10010, Houston, Texas 77056, on Tuesday, May 16, 2017, commencing at 9:00 

a.m. (Houston time), and at any adjournment thereof, for the purposes set forth in the accompanying notice of the 

Meeting and this Information Circular.   

APPOINTMENT OF PROXIES 

The enclosed proxy is solicited by and on behalf of management of the Corporation.  The persons named in the 

enclosed form of proxy are officers of the Corporation.  A holder of Common Shares submitting a form of proxy 

has the right to appoint a person (who need not be a Shareholder of the Corporation) other than the persons 

designated in the form of proxy to attend and act for him or her at the Meeting.  A Shareholder desiring to 

appoint some other person to represent him or her at the Meeting may do so either by inserting such other 

person's name in the blank space provided in the form of proxy or by completing another form of proxy. 

To be used at the Meeting, a completed proxy must be deposited at the offices of TSX Trust Company, Suite 300, 

200 University Avenue, Toronto, Ontario, M5H 4H1, not less than 48 hours (excluding Saturdays, Sundays and 

holidays in Ontario), before the time set for the Meeting or any adjournment thereof.  Solicitation will be primarily 

by mail, but some proxies may be solicited personally or by telephone, facsimile transmission or other electronic 

means by officers, directors or employees of the Corporation at a nominal cost.  All costs in connection with the 

solicitation of proxies will be borne by the Corporation. 

VOTING OF PROXIES 

All Common Shares represented at the Meeting by properly executed proxies will be voted (including voting on any 

ballot), and where a choice with respect to any matter to be acted on has been specified in the form of proxy, the 

Common Shares represented by the proxy will be voted in accordance with such specification.  In the absence of 

any such specification, the persons named in the form of proxy, who are officers of the Corporation, will, if 

named as proxy, vote in favour of the resolutions set forth in the accompanying notice of the Meeting. 

The enclosed form of proxy confers discretionary authority upon the person named therein with respect to 

(a) amendments or variations to matters identified in the notice of the Meeting and (b) other matters which may 

properly come before the Meeting or any adjournment thereof.  As at the date of this Information Circular, 

management of the Corporation knows of no amendments, variations or other matters to come before the Meeting 

other than the matters referred to in the notice of the Meeting.  If any such amendment, variation or other matter 

properly comes before the Meeting, the Common Shares represented by proxies in favour of management will be 

voted on such matters in accordance with the best judgment of the person named in the proxy. 

REVOCATION OF PROXIES 

A holder of Common Shares who has given a proxy may revoke it as to any matter upon which a vote has not 

already been cast pursuant to the authority conferred by the proxy.  Subject to compliance with the 

requirements set forth in the following paragraph, the giving of a proxy will not affect the right of a holder of 

Common Shares to attend and vote in person at the Meeting. 

A Shareholder who has given a proxy may revoke it at any time prior to the exercise thereof either by  (a) signing a 

form of proxy bearing a later date and depositing the same with TSX Trust Company not less than 48 hours 

(excluding Saturdays, Sundays and holidays in Ontario) before the time set for the holding of the Meeting or any 

adjournment thereof, or with the chairman of the Meeting before any vote in respect of which the proxy is to be used 

shall have been taken, or (b) attending the Meeting in person and registering with the scrutineers as a Shareholder 

personally present. 
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VOTING SHARES AND RECORD DATE 

The authorized share capital of the Corporation consists of an unlimited number of Common Shares.  As at April 10, 

2017 (the "Record Date"), there were 312,015,355 Common Shares issued and outstanding. 

Common Shares 

The holders of Common Shares are entitled to one vote per Common Share held at meetings of Shareholders, to 

receive dividends, if, as and when declared by the board of directors of the Corporation (the “Board”) and to receive 

pro rata the remaining property and assets of the Corporation upon its dissolution or winding up.   

Record Date 

The Board has fixed April 10, 2017, as the Record Date for the determination of Shareholders entitled to notice of 

and to vote at the Meeting and at any adjournment thereof.  Shareholders of record at the close of business on the 

Record Date are entitled to such notice and to vote at the Meeting. 

Only forms of proxy from registered Shareholders as of the Record Date can be recognized and voted at the 

Meeting.  Persons who are beneficial holders of Common Shares as of the Record Date will be entitled to vote at the 

Meeting in accordance with the procedures established pursuant to Canadian Securities Administrators National 

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

ADVICE TO BENEFICIAL SHAREHOLDERS 

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

number of Shareholders do not hold shares in their own name.  Shareholders who do not hold shares in their 

own name (referred to in this Information Circular as “Beneficial Shareholders”) should note that only proxies 

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

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

statement provided to a Shareholder by a broker, then in almost all cases those Common Shares will not be 

registered in the Shareholder's name on the records of the Corporation.  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 majority of such 

shares are registered under the name of CDS & Co. (the registration name for The Canadian Depository for 

Securities, which acts as nominee for many Canadian brokerage firms).  Shares held by brokers or their agents or 

nominees can only be voted upon the instructions of the Beneficial Shareholder.  Without specific instructions, 

brokers and their agents and nominees are prohibited from voting 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.  

The Corporation is sending proxy-related materials directly to non-objecting Beneficial Shareholders under NI 54-

101.  Management of the Corporation intends to pay for intermediaries to forward to objecting Beneficial 

Shareholders under NI 54-101 the proxy-related materials. 

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 to clients, which should be carefully followed by Beneficial Shareholders in 

order to ensure that their Common Shares are voted at the Meeting.  The form of proxy supplied to a Beneficial 

Shareholder by its broker (or the agent of the broker) is similar to the form of proxy provided to registered 

Shareholders by the Corporation.  However, its purpose is limited to instructing the registered Shareholder (the 

broker or agent of the broker) on how to vote on behalf of the Beneficial Shareholder.  The majority of brokers now 

delegate responsibility for obtaining instructions from clients to Broadridge Financial Solutions, Inc. 

(“Broadridge”).  Broadridge typically prepares a machine-readable voting instruction form which is mailed to 

Beneficial Shareholders with a request that the Beneficial Shareholders return the forms to Broadridge or otherwise 

communicate voting instructions to Broadridge (i.e. by way of the Internet or telephone).  Broadridge then tabulates 

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

represented at the Meeting.  A Beneficial Shareholder receiving a Broadridge voting instruction form cannot 

use that form to vote Common Shares directly at the Meeting - the voting instruction form must be returned 

to Broadridge or voting instructions communicated to Broadridge well in advance of the Meeting in order to 

have the Common Shares voted. 
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Although a Beneficial Shareholder may not be recognized directly at the Meeting for 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 the registered Shareholder and vote the Common Shares in that capacity.  Beneficial 

Shareholders who wish to attend the Meeting and vote their Common Shares as proxyholder for the 

registered Shareholder should contact their broker or other intermediary well in advance of the Meeting. 

QUORUM FOR THE MEETING 

At the Meeting, a quorum shall be two persons present in person, each being a Shareholder entitled to vote there at 

or a duly appointed proxyholder or representative for a Shareholder so entitled.  If a quorum is present at the 

opening of the Meeting, the Shareholders present or represented may proceed with the business of the meeting 

notwithstanding that a quorum is not present throughout the Meeting.  If a quorum is not present at the opening of 

the Meeting, the Shareholders present or represented may adjourn the Meeting to a fixed time and place but may not 

transact any other business.  

APPROVAL REQUIREMENTS 

All of the matters to be considered at the Meeting are ordinary resolutions requiring approval by more than 50% of 

the votes cast in respect of the resolution by or on behalf of Shareholders present in person or represented by proxy 

at the Meeting except the special resolution to amend the Articles of the Corporation to approve a prospective share 

consolidation up to 10:1.  The special resolution to consolidate shares must be approved by a majority of not less 

than two-thirds of the votes cast in respect of the resolution by or on behalf of Shareholders present in person or 

represented by proxy at the Meeting.   

PRINCIPAL HOLDERS OF VOTING SHARES 

Other than as disclosed below, to the knowledge of the Corporation's directors and executive officers, as at the date 

of this Information Circular, no person or corporation beneficially owns, directly or indirectly, or controls or directs 

voting securities carrying 10% or more of the voting rights attached to the issued and outstanding Common Shares 

of the Corporation. 

Name No. of Common Shares % of Outstanding Common Shares 

Pelicourt Limited(1) 124,336,089 39.8% 

Fergava Finance Inc. 44,444,444 14.2% 

   

   

              

Notes:  

(1)  Mikhail Afendikov, Executive Chairman and Chief Executive Officer of the Corporation, owns a 31% 

interest in Pelicourt Limited. 

As of the Record Date, the directors and officers of Cub own, directly or indirectly, 1,485,572 Common Shares, 

representing approximately 0.5% of the issued and outstanding Common Shares, 7,400,000 Stock Options, 

representing approximately 50% of outstanding Stock Options, 1,224,548 Restricted Share Units, representing 100% 

of the outstanding RSUs, and zero Warrants. 

 

CURRENCY PRESENTATION IN INFORMATION CIRCULAR 

Unless otherwise indicated, references to "$" or "dollars" or “US$” are to United States Dollars and references to 

"CAD$" are to Canadian Dollars. 
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EXECUTIVE AND DIRECTOR COMPENSATION  

COMPENSATION DISCUSSION AND ANALYSIS  

The Corporation has established a Compensation, Nominating and Governance Committee (the “Compensation, 

Nominating and Governance Committee”) currently comprised of two directors, Frank Mermoud (Chair) and Tim 

Marchant.  The Corporation considers Messrs. Mermoud and Marchant to be independent directors.   

The education and experience of both Compensation, Nominating and Governance Committee members that is 

relevant to the performance of his responsibilities is as follows: 

 

Name Relevant Education and Experience 

 Frank Mermoud 

(Chair) 

Mr. Mermoud has extensive and high profile international experience in policy-making, 

international business, trade and investment.  Mr. Mermoud has been the President of 

Orpheus International, a Washington D.C. based private advisory firm since June 2011.  He 

also serves on the Executive Committee of the US-Ukraine Business Council and is a 

member of The Atlantic Council.  Mr. Mermoud was a Managing Director of Monument 

Capital Group LLC, a Washington, DC based private investment firm, from 2010 to May 

2011 and a Senior Partner at TD International LLC, a global strategic consultancy firm, 

from 2009 to 2010.  Mr. Mermoud also served as the Secretary of State's Special 

Representative for Commercial and Business Affairs at the U.S. Department of State from 

2002 through 2009.  With nearly 30 years of experience in the public and private sectors, 

Mr. Mermoud has exhibited a pro-active nature to business development, identifying 

investment and trade opportunities and facilitating capital in both the private equity and 

debt markets.  Mr. Mermoud received a Bachelor of Science in Foreign Service degree 

from Georgetown University.  Mr. Mermoud is fluent in French and has worked 

extensively throughout his career in Europe, Asia, Latin America and Africa. 

 

Tim Marchant 

 

Dr. Marchant has over 30 years petroleum experience in Canadian and international 

exploration, development, production and business development. From 1980 to 2009 Dr. 

Marchant was with Amoco and BP including positions as Chief Geologist Amoco Canada, 

Nile Delta Exploration Manager Amoco Egypt, VP Exploration BP Egypt Oil, Exploration 

Manager ExxonMobil Saudi Arabia, General Manager BP Abu Dhabi, President BP 

Kuwait Ltd. and VP Middle East E&P BP International.  Dr. Marchant has been an Adjunct 

Professor of Strategy and Energy Geopolitics, Haskayne School of Business, University of 

Calgary since September 2009. Dr. Marchant is currently a non-executive director of 

Vermilion Energy Inc. and Valeura Energy Inc. Dr. Marchant has a Ph.D. Geology, Trinity 

College, University of Dublin, Ireland, 1978, completed the Ivey Executive Program, 

University of Western Ontario, 1994 and the Institute of Corporate Directors Education 

Program in 2011. 

 

One of the mandates of the Compensation, Nominating and Governance Committee is to assist the Board in the 

review and approval of compensation matters.  The Compensation, Nominating and Governance Committee makes 

specific recommendations regarding compensation of the Corporation's directors and the Chief Executive Officer 

(“CEO”), Chief Operating Officer (“COO”), Chief Financial Officer (“CFO”) and General Counsel, Corporate 

Secretary and Chief Compliance Officer (“Executive Officers”).  

Objectives of the Compensation Program 

The Corporation's compensation program has been designed to attract, retain and inspire highly qualified and 

motivated individuals, and to provide fair and competitive compensation in accordance with industry standards and 

with the individual's expertise and experience.  

Overview of the Compensation Philosophy  

The following principles guide the Corporation's overall compensation philosophy with respect to its Executive 

Officers: 
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(a) compensation is determined on an individual basis by the need to attract and retain talented, high-

achievers;  

(b) calculating total compensation is set with reference to the market for similar jobs in similar 

locations;  

(c) an appropriate portion of total compensation is variable and linked to achievements, both 

individual and corporate;  

(d) internal equity is maintained such that individuals in similar jobs and locations are treated fairly; 

and  

(e) the Corporation supports reasonable expenses in order that employees continuously maintain and 

enhance their skills.  

The Board is given discretion to determine and adjust, year to year, the relative weighting of each form of 

compensation discussed above in a manner which best measures the success of the Corporation and its Executive 

Officers.  

Compensation of all Executive Officers is based primarily on corporate performance, which includes achievement of 

the Corporation's strategic objective of growth and the enhancement of Shareholder value through increases in the 

stock price resulting from increases in reserves and production, continued low cost production and enhanced annual 

cash flow.  

The Compensation Review Process  

The form and amount of compensation payable to Executive Officers and directors is evaluated by the 

Compensation, Nominating and Governance Committee and is guided by the following goals:  

(a) compensation should be commensurate with the time spent by the executive officers and directors 

in meeting their obligations and reflective of the compensation paid by companies similar in size 

and business to the Corporation;  

(b) the Corporation's compensation program should fairly compensate and motivate the executive 

officers and directors; and  

(c) the structure of the compensation should be simple, transparent and easy for Shareholders to 

understand.  

To determine compensation payable, the Compensation, Nominating and Governance Committee reviews 

compensation paid to executive officers  and directors of companies of similar business, size and stage of 

development and determines an appropriate compensation reflecting the need to provide incentive and compensation 

for the time and effort expended by the executive officers and directors while taking into account the financial and 

other resources of the Corporation.  Currently, the Corporation employees four Executive Officers, a geoscientist 

and an office manager at its corporate office, for a total of six employees.   Given the reduction in staff, the 

Executive Officers have taken on more responsibilities.    

BASE SALARY  

In September 2013, the Compensation, Nominating and Governance Committee developed formal executive 

employment agreements for: (1) Mikhail Afendikov, Executive Chairman and CEO; (2) Patrick McGrath, CFO; (3) 

Cliff West, COO; and (4) Rebecca Gottsegen, General Counsel, Corporate Secretary and Chief Compliance Officer 

(collectively “Executive Employment Agreements”).  The Board finalized and approved the Executive 

Employment Agreements, effective January 1, 2014 (automatically renewing each year), which include base salary, 

and discretionary bonuses, stock options and RSUs.  See “Termination and Change of Control Benefits.”  

Salaries form the primary component of the Corporation's compensation program for its Executive Officers.  Salary 

levels are determined with reference to market comparables for similar positions, as well as the performance of the 

executive, the individual experience and skills of, and expected contribution from, each executive, the roles and 

responsibilities of the executive and the financial resources of the Corporation.  No increases have been granted to 

Executives since the inception of the Executive Employment Agreements; in fact, the CEO’s base salary has been 

decreased for 2016 and 2017 from $550,000 to $330,000.   
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BONUS PLAN 

No formal bonus program was established for 2016 and no bonuses were paid in 2016.    

For 2017, the Compensation, Nominating and Governance Committee agreed not to establish any formal bonus 

criterion for 2017 and leave any bonus award to the discretion of the Committee and the Board. 

STOCK OPTION PLAN  

The Corporation has in effect a Stock Option Plan in order to provide effective incentives to directors, officers, 

senior management personnel, employees and consultants of the Corporation and to enable the Corporation to attract 

and retain experienced and qualified individuals in those positions by permitting such individuals to directly 

participate in an increase in per share value created for the Corporation's Shareholders. The Corporation currently 

has no equity compensation plans other than the Stock Option Plan and the Restricted Share Unit Plan (discussed 

below). The Stock Option Plan is an important part of the Corporation’s long-term incentive strategy for its 

executive officers, permitting them to participate in any appreciation of the market value of the common shares over 

a stated period of time. The Stock Option Plan is intended to reinforce commitment to long-term growth in 

profitability and shareholder value. The size of stock option grants to officers is dependent on each officer’s level of 

responsibility, authority and importance to the Corporation and the degree to which such executive officer’s long-

term contribution to the Corporation will be key to its long-term success. Previous grants of stock options are taken 

into account when considering new grants.  

The Corporation is seeking re-approval of the Shareholders at the Meeting for its Stock Option Plan. The significant 

terms of the Corporation's Stock Option Plan are set out below under the heading “Business to be Acted Upon at the 

Meeting – Annual Approval of Stock Option Plan”. On December 8, 2016, the granted options to aquire an aggregate 

of 15,000,000 common shares of the Corporation to directors, officers, employees and consultants. All options 

granted in prior years were voluntary cancelled in February 2015 and/or expired in May 2015.  

RESTRICTED SHARE UNIT PLAN 

At the 2014 Annual Meeting of Shareholders, disinterested Shareholders approved the Restricted Share Unit 

(“RSU”) Plan, which provides an additional pay-at-risk component to compensation of employees, officers, 

directors and consultants in order to participate in the market appreciation of the Common Shares over an extended 

period, thereby enhancing the Corporation's ability to attract, motivate and retain qualified personnel and further 

aligning the interests of the Corporation's employees, officers, directors and consultants with those of the 

Shareholders.  No RSUs were granted in 2015.  The only outstanding, unvested RSUs are 1,224,548 units (vesting 

on January 23, 2018) to Mr. Afendikov, at a price of CAD$0.05/per share as part of his compensation for 2014.  

This price per share was a 67% premium to the then market price on the issue date of January 23, 2015.   

OTHER COMPENSATION MATTERS  

Other than as specifically set forth above, the Corporation, at present, does not propose to pay any other long-term 

incentive awards to its executive officers.  The Corporation at present does not propose to establish any 

supplemental executive retirement plans, pension plans or disability benefits for the directors or the executive 

officers.  

DIRECTOR COMPENSATION 

The current Board has three directors.  The Board's director compensation policies provided that directors who are 

not also executive officers of the Corporation would be paid an annual retainer of CAD$75,000.  From time to time, 

the Board, in its discretion, may also compensate directors with fees for their services on Board projects or special 

Committees of the Board.  Board members are also eligible to participate in the Stock Option Plan and any other 

long-term compensation plans adopted by the Corporation from time to time.  The Corporation will reimburse 

directors for all reasonable expenses incurred in order to attend meetings.   

The Corporation maintains a director and officer liability insurance policy pursuant to which directors and officers 

are insured for liabilities which may arise from the conduct of their activities on behalf of the Corporation.  The 

amount of insurance coverage is CAD$15,000,000 per year, plus Side A -- Difference in Conditions (DIC) coverage 

of CAD$5,000,000 per year at an annual total premium cost of $51,268. 
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS 

The following table sets forth information with respect to the Corporation's Stock Option Plan and Restricted Share 

Unit Plan, the only compensation plans under which equity securities of the Corporation are authorized for issuance, 

as at December 31, 2016. 

Plan Category 

Number of Securities to be 

Issued Upon Exercise of 

Outstanding Options 

Weighted Average 

Exercise Price of 

Outstanding Options 

Number of Securities Remaining 

Available for Future Issuance Under 

Equity Compensation Plans(1) 

Equity compensation plan approved 
by security holders (Stock Option 

Plan) 

 

15,000,000 CAD$0.08 12,500,987 

Equity compensation plan  approved 

by security holders (RSU Plan) 

2,449,075 CAD$0.05 12,500,987 

Total:   12,500,987 (1) 

 

Note: 

 

(1) A total of 12,500,987 common shares can be issued through the Stock Option Plan or the RSU Plan as at December 31, 2016.  

SUMMARY COMPENSATION TABLES 

The following table provides a summary of the compensation earned during the last two financial years by the CEO, 

CFO and the COO (who is the third most highly compensated executive officer earning more than CAD$150,000 in 

total compensation during the most recently completed financial year) (for purposes of this Information Circular, the 

Named Executive Officers (“NEOs”) and the Directors). 

Table of Compensation Excluding Compensation Securities(1) 

 
 

 

Name 

and position 

 

 

 

Year 

Salary, 

consulting fee, 

retainer or 

commission ($) 

 

 

Bonus 

($) 

Committee 

or meeting 

fees 

($) 

 

 

Value of 

perquisites ($) 

Value of all 

other 

compensation 

($) 

 

Total 
compensation 

($) 

Mikhail Afendikov (2)  

Chairman & Chief 

Executive Officer 

2016 

2015 

 

 

330,000 

550,000 

- 

- 

- 

- 

- 

- 

- 

- 
330,000 

550,000 

 

Patrick McGrath  

Chief Financial Officer 

 

2016 

2015 

225,000 

225,000 

 

- 

- 

- 

- 

- 

- 

- 

- 
225,000 

225,000 

Cliff West  

Chief Operating Officer 

 

2016 

2015 

 

270,000 

270,000 

 

 

- 

- 

- 

- 

- 

- 

EXHIBIT 1 - 

- 

- 

EXHIBIT 2 - 

270,000 

270,000 

 

Tim Marchant  (1)(3) 

Director 
2016 

2015 

56,550 

58,845 

- 

- 
18,850 

19,615 

- 

- 

- 

- 
75,400 

78,460 

Frank Mermoud  (1)(4) 

Director 
2016 

2015 

56,550 

58,845 

- 

- 
18,850 

19,615 

- 

- 

- 

- 
75,400 

78,460 

Richard Stoneburner (1)(5)  
Director 

2016 

2015 

9,425 

58,845 

- 

- 
- 

19,615 

- 

- 

- 

- 
9,425 

78,460 
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Notes:  

(1) The Corporation's financial statements are presented in United States dollars ("US$"). Where amounts were paid in 

Canadian dollars, they have been converted to US$ for this table.  The Directors’ fees are annually CAD$75,000 with an 

additional CAD$25,000 fee for committee chairs. 

(2) In 2015, Mr. Afendikov received $75,000 in cash and the remainder of $450,000 has been voluntarily accrued by Mr. 

Afendikov and remains payable.  In 2016, Mr. Afendikov received $330,000 as follows: $267,530 was received in cash and 

the remainder of $62,470 was accrued.  Mr. Afendikov does not receive and is not entitled to any compensation for his 

services as a Director.   

(3) In 2014, Mr. Marchant received CAD$50,000 in cash and the remainder of his fees for 2014, CAD$50,000, was accrued.  In 

2015, all of Mr. Marchant’s fees were accrued.  The total amount accrued and owed to Mr. Marchant as of December 31, 

2015, was CAD$150,000.  In 2016, all accrued fees owed to Mr. Marchant were paid in addition to the 2016 fees for a total 

of CAD$250,000. 

(4) In 2014, Mr. Mermoud received CAD$50,000 in cash and the remainder of his fees for 2014, CAD$50,000, was accrued.  In 

2015, all of Mr. Mermoud’s fees were accrued.  The total amount accrued and owed to Mr. Mermoud as of December 31, 

2015, was CAD$150,000.  In 2016, all of the accrued fees owed to Mr. Mermoud were paid in addition to the 2016 fees for 

a total of CAD$250,000. 

(5) In 2014, Mr. Stoneburner received CAD$50,000 in cash and the remainder of his fees for 2014, CAD$50,000, was accrued.  

In 2015, all of Mr. Stoneburner’s fees were accrued.  The total amount accrued and owed to Mr. Stoneburner as of 

December 31, 2015, was CAD$150,000.  Mr. Stoneburner resigned effective February 12, 2016, with a total of 

CAD$162,500 accrued.  His outstanding fees remain accrued. 

 

Table Compensation Securities(1) 
 

The following table sets forth all compensation securities granted or issued to each NEO or Director in the most 

recently completed financial year ended December 31, 2016. 

 

 

 

 

 

 

Name 

and position 

 

 

 

 

Type of 

Compensat

ion 

Security 

Number of 

Compensation 

Securities, 

Number of 

Underlying 

Securities, and 

Percentage of 

Class 

 

 

 

 

 

Date  

of Issue 

or Grant  

 

 

 

Issue,  

Conversion 

or Exercise 

Price  

(CAD$)  

 

Closing 
Price of 

Security or 

Underlying 

Security on 

Date of Grant 

(CAD$) 

 

 

Closing  

Price of 

Security or 

Underlying 

Security at 

Year End 

(CAD$)  

 

 

 

 

 

 

 

Expiry  

Date  

Mikhail Afendikov (3) 

Chairman & Chief 

Executive Officer 

Stock 
Options 

 

2,400,000 December 
7, 2016 

0.08/per share 0.045/per 
share 

0.055/per share December 
7, 2026 

 

Patrick McGrath  

Chief Financial 
Officer 

 

Stock 

Options 

1,500,000 December 

7, 2016 

0.08/per share 0.045/per 

share 

0.055/per share December 

7, 2026 

Cliff West  
Chief Operating 

Officer 

 

Stock 
Options 

1,500,000 December 
7, 2016 

0.08/per share 0.045/per 
share 

0.055/per share December 
7, 2026 

Tim Marchant 
Director 

 
 

Stock 
Options 

1,000,000 December 
7, 2016 

0.08/per share 0.045/per 
share 

0.055/per share December 
7, 2026 

Frank Mermoud  

Director 

 

Stock 

Options 

1,000,000 December 

7, 2016 

0.08/per share 0.045/per 

share 

0.055/per share December 

7, 2026 

Notes:  

(1) The Corporation's financial statements are presented in United States dollars ("US$").  Where amounts were paid in 

Canadian dollars, they have been converted to US$ for this table unless otherwise stated in Canadian dollars (“CAD$”). 



-9- 

 

(2) The stock options noted in the table are subject to vesting period over eighteen months (18 months) with 33.3% of the 

Options vesting every 6 months. 

(3) In addition to the stock options awarded in December 2016, on January 23, 2015, the Corporation issued 3,673,642 RSUs to 

Mr. Afendikov, at a price of CAD$0.05/per share (total value CAD$182,682; US$158,333), vesting over three years, as part 

of his compensation for 2014.  The market price on January 23, 2015, was CAD$0.03/per share and, at the year ended 

December 31, 2015, the market price was CAD$0.02/per share.   On January 23, 2016, one third (1/3) or 1,224,547 RSUs 

vested and, as a result, 1,224,547 common shares were issued to Mr. Afendikov.  Pursuant to the RSU Plan, the Board opted 

to pay Mr. Afendikov the fair market value of the 1,224,547 RSUs that vested on January 23, 2017 (CAD$61,227 and 

cancelation of the 1,224,547 RSUs). The remaining 1,224,548 RSUs will vest on January 23, 2018.   

Table of Compensation Securities Exercised by Directors and NEOs 

No directors or NEOs exercised any compensation securities in the most recently completed financial year ended 

December 31, 2016 other than Mr. Afendikov’s RSUs..   

Pension Plan Benefits 

The Corporation does not have any defined benefit or defined contribution pension plans or deferred compensation 

plans for NEOs.   

TERMINATION AND CHANGE OF CONTROL BENEFITS 

Effective January 1, 2014, the Corporation entered into Executive Employment Agreements with Mikhail 

Afendikov, Executive Chairman and CEO, Cliff West, COO, Patrick McGrath, CFO, and Rebecca Gottsegen, 

General Counsel, Corporate Secretary and Chief Compliance Officer.  The Agreements provide as follows: 

Mikhail Afendikov, Executive Chairman and CEO 

Pursuant to his employment agreement, as amended, Mr. Afendikov is paid a base annual salary of $330,000  (“Base 

Salary”) (recently reduced from $550,000 to $330,000 effective January 1, 2016), as well as a potential bonus of 

$330,000 (“Bonus”) (reduced from $550,000 to $330,000 effective January 1, 2016). During the year ended 

December 31, 2016, Mr. Afendikov received his $330,000 compensation in the form of $267,530 in cash and 

$62,470 accrued. The Corporation may terminate the employment of Mr. Afendikov at any time, without cause, by 

providing him with a lump sum payment equal to 12 months Base Salary plus 12 months of his pro-rated Bonus, 

plus 10% of his annual salary in lieu of continued benefits, less applicable deductions required by law.   This same 

payment applies if Mr. Afendikov resigns with “good reason,” which is defined in the agreement under specific 

circumstances, such as diminution of duties/responsibilities, salary or relocation.  In the event the Corporation 

terminates the employment of Mr. Afendikov within two years after a change of control occurs, he will be entitled to 

be paid an amount equal to 24 months Base Salary plus 12 months of his pro-rated Bonus, plus 10% of his annual 

salary in lieu of continued benefits, less applicable deductions required by law.  This payment applies if Mr. 

Afendikov resigns with good reason within two years of the date of a change of control.  

Cliff West, COO 

Pursuant to his employment agreement, Mr. West is paid a base annual salary of $270,000  (“Base Salary”), less 

applicable deductions required by law, as well as a potential bonus of $270,000 (“Bonus”) based on achievement of 

certain objective corporate goals and individual performance goals. The Corporation may terminate the employment 

of Mr. West at any time, without cause, by providing him with a lump sum payment equal to 12 months Base Salary 

plus 12 months of his pro-rated Bonus, plus 10% of his annual salary in lieu of continued benefits, less applicable 

deductions required by law.   This same payment applies if Mr. West resigns with good reason or his employment is 

terminated within one year after a change of control occurs.   “Good reason” is defined in the agreement under 

specific circumstances, such as diminution of duties/responsibilities, salary or relocation.  Mr. West voluntarily 

resigned/retired subsequent to year end, on April 1, 2017.  No contractual termination benefits were triggered by his 

resignation; however, the Corporation’s Board of Directors, in its discretion, resolved to pay him $50,000 in 

severance.  

Patrick McGrath, CFO 

Pursuant to his employment agreement, Mr. McGrath is paid a base annual salary of $225,000  (“Base Salary”), less 
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applicable deductions required by law, as well as a potential bonus of $225,000 (“Bonus”) based on achievement of 

certain objective corporate goals and individual performance goals. The Corporation may terminate the employment 

of Mr. McGrath at any time, without cause, by providing him with a lump sum payment equal to 12 months Base 

Salary plus 12 months of his pro-rated Bonus, plus 10% of his annual salary in lieu of continued benefits, less 

applicable deductions required by law.   This same payment applies if Mr. McGrath resigns with good reason or his 

employment is terminated within one year after a change of control occurs.  “Good reason” is defined in the 

agreement under specific circumstances, such as diminution of duties/responsibilities, salary or relocation. 

Rebecca Gottsegen, General Counsel, Corporate Secretary and Chief Compliance Officer 

Pursuant to her employment agreement, Ms. Gottsegen is paid a base annual salary of $222,000  (“Base Salary”), 

less applicable deductions required by law, as well as a potential bonus of $222,000 (“Bonus”) based on 

achievement of certain objective corporate goals and individual performance goals. The Corporation may terminate 

the employment of Ms. Gottsegen at any time, without cause, by providing her with a lump sum payment equal to 

12 months Base Salary plus 12 months of his pro-rated Bonus, plus 10% of her annual salary in lieu of continued 

benefits, less applicable deductions required by law.   This same payment applies if Ms. Gottsegen resigns with good 

reason or her employment is terminated within one year after a change of control occurs. “Good reason” is defined 

in the agreement under specific circumstances, such as diminution of duties/responsibilities, salary or relocation. 

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON  

Management of the Corporation is not aware of any material interest of any director or nominee for director, or 

senior officer or anyone who has held office as such since the beginning of the Corporation's last financial year, or 

of any associate or affiliate of any of the foregoing, in any matter to be acted on at the Meeting other than the 

election of directors. 

INTEREST OF INSIDERS IN MATERIAL TRANSACTIONS  

Other than as disclosed in this Circular, there are no material interests, direct or indirect, of any insider of the 

Corporation, nominee for director, or associate or affiliate of an insider or a nominee for director, in any transaction 

or any proposed transaction within the three most recently completed financial years or during the current financial 

year that has materially affected or is reasonably expected to materially affect the Corporation. 

On October 2, 2013, the Corporation extended and increased the line of credit with its 39.9% shareholder, Pelicourt 

Limited, to $5 million at an interest rate of 9% payable semi-annually. The Pelicourt Loan expires on September 30, 

2016.  As of the date of this Information Circular, the Corporation has drawn down $2 million of the line of credit to 

fund development efforts on the Rusko-Komarovskye (“RK”) field in Western Ukraine.  On November 14, 2014, an 

amending agreement was signed that deferred interest payments until December 27, 2015.  Pelicourt notified the 

Corporation that it is having liquidity issues as a result of the September 22, 2014 National Bank of Ukraine 

resolution prohibiting the payment of cross-border dividends and will not be able to provide any further funding 

under the line of credit in 2015. On November 9, 2015, Pelicourt agreed to further defer interest payments on the 

Pelicourt Line of Credit until June 27, 2016, and principal payment until January 31, 2017. On November 15, 2016, 

the Pelicourt Line of Credit was revised with an effective date of February 1, 2017. The line of credit will be 

the $2 million currently outstanding with no additional amounts available to be drawn down. The interest rate 

was amended from the current 9% to 12% effective February 1, 2017. The due date was extended from 

January 31, 2017 to January 31, 2019. In addition, Pelicourt was granted security over Gastek which indirectly 

owns the 35% interest in KUB-Gas. The security is available on an event of default and limited only to the 

amount owing on the line of credit including principal and interest. 
 

AUDIT COMMITTEE  

In response to National Instrument 52-110 – Audit Committees ("NI 52-110"), Cub has established terms of 

reference for its Audit Committee (the "Audit Committee") to address such items as: (i) the procedure to nominate 

the external auditor and recommend its compensation; (ii) the overview of the external auditor's work; (iii) pre-
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approval of non audit services; (iv) the review of the financial statements, management's discussion and analysis and 

financial sections of other public reports requiring Board approval; (v) the procedure to respond to complaints 

respecting accounting, internal accounting controls or auditing matters and the procedure for confidential, 

anonymous submission by employees of concerns regarding questionable accounting or auditing matters; and (vi) 

the review of the Corporation's hiring policies towards present or former employees or partners of the Corporation's 

present or former external auditor. 

Audit Committee Charter, Composition and Relevant Education and Experience 

The Audit Committee is governed by its charter that is included in the Corporation’s Annual Information Form filed 

on SEDAR website at www.sedar.com and on the Corporation’s website at www.cubenergyinc.com. 

The Audit Committee is composed of the following directors: Tim Marchant (Chair), Frank Mermoud and Mikhail 

Afendikov.  Each of them is considered "independent" (with the exception of Mr. Afendikov due to his status as 

Executive Chairman and Chief Executive Officer) and "financially literate" within the meaning of NI 52-110.   

The education and experience of each Audit Committee member that is relevant to the performance of his 

responsibilities is as follows: 

 

 

 

 

Name Relevant Education and Experience 

 

Tim Marchant 

(Chair) 

 

 

Dr. Marchant has over 30 years petroleum experience in Canadian and international 

exploration, development, production and business development. From 1980 to 2009 Dr. 

Marchant was with Amoco and BP including positions as Chief Geologist Amoco Canada, 

Nile Delta Exploration Manager Amoco Egypt, VP Exploration BP Egypt Oil, Exploration 

Manager ExxonMobil Saudi Arabia, General Manager BP Abu Dhabi, President BP 

Kuwait Ltd. and VP Middle East E&P BP International.  Dr. Marchant has been an Adjunct 

Professor of Strategy and Energy Geopolitics, Haskayne School of Business, University of 

Calgary since September 2009. Dr. Marchant is currently a non-executive director of 

Vermilion Energy Inc. and Valeura Energy Inc. Dr. Marchant has a Ph.D. Geology, Trinity 

College, University of Dublin, Ireland, 1978, completed the Ivey Executive Program, 

University of Western Ontario, 1994 and the Institute of Corporate Directors Education 

Program in 2011. 

Frank Mermoud 

 

Mr. Mermoud has extensive and high profile international experience in policy-making, 

international business, trade and investment.  Mr. Mermoud has been the President of 

Orpheus International, a Washington D.C. based private advisory firm since June 2011.  He 

also serves on the Executive Committee of the US-Ukraine Business Council and is a 

member of The Atlantic Council.  Mr. Mermoud was a Managing Director of Monument 

Capital Group LLC, a Washington, DC based private investment firm, from 2010 to May 

2011 and a Senior Partner at TD International LLC, a global strategic consultancy firm, 

from 2009 to 2010.  Mr. Mermoud also served as the Secretary of State's Special 

Representative for Commercial and Business Affairs at the U.S. Department of State from 

2002 through 2009.  With nearly 30 years of experience in the public and private sectors, 

Mr. Mermoud has exhibited a pro-active nature to business development, identifying 

investment and trade opportunities and facilitating capital in both the private equity and 

debt markets.  Mr. Mermoud received a Bachelor of Science in Foreign Service degree 

from Georgetown University.  Mr. Mermoud is fluent in French and has worked 

extensively throughout his career in Europe, Asia, Latin America and Africa. 

 

Mikhail Afendikov Mr. Afendikov has been the Chairman and Chief Executive Officer of the Corporation 

since December 2, 2011.  Prior to that time, Mr. Afendikov was the Chief Executive 

Officer of Gastek LLC.  Mr. Afendikov and his two business partners started Gastek in 

2005 as their first investment in the oil and gas sector in Ukraine.  Since 2005, Mr. 

Afendikov has been the Chief Executive Officer of Clarkson Investment LLC and since 

http://www.cubenergyinc.com/
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Name Relevant Education and Experience 

1994 he has been a director of V.E.M.A. Shipping Co. Ltd.  Mr. Afendikov is a medical 

doctor who graduated from Donetsk State Medical University in Ukraine in 1987.  

 

Audit Committee Oversight 

At no time since the commencement of the Corporation's most recently completed financial year was a 

recommendation of the Audit Committee to nominate or compensate an external auditor not adopted by the Board. 

Pre-Approval Policies and Procedures 

The Corporation’s Audit Committee charter requires Audit Committee pre-approval of all non-audit mandates for 

services the external auditors undertake for the Corporation or its subsidiaries. 

External Auditor Service Fees (By Category) 

The aggregate fees billed by the Corporation's external auditors for the financial years ended December 31, 2016 

and 2015 are as follows:   

 

Financial Year Ending  Audit Fees Audit Related Fees (1) Tax Fees (2) All Other Fees (3) 

December 31, 2016 CAD$60,000 Nil Nil Nil 

December 31, 2015 CAD$ 55,000 Nil Nil Nil 

Notes: 

(1) Fees charged for assurance and related services reasonably related to the performance of an audit or review of the Corporation's financial 

statements and not included under “Audit Fees.” 

(2) Tax fees include amounts paid for income and other tax compliance, tax advice and tax planning and compliance services. 

(3) Fees for services other than disclosed in any other column. 

CORPORATE GOVERNANCE DISCLOSURE   

Cub's Board considers good corporate governance to be central to the effective and efficient operation of the 

Corporation.  The Canadian Securities Administrators have published guidelines for issuers to consider in 

developing their own corporate governance practices.  Annual disclosure of those practices is required.  The 

Corporation's corporate governance practices are set forth below. 

Board of Directors 

The Corporation currently has three directors, two of whom are independent.  The definition of independence used 

by the Board is that used by the Canadian Securities Administrators.  A director is independent if he or she has no 

direct or indirect material relationship with the Corporation.  A “material relationship” is a relationship which could, 

in the view of the Board, be reasonably expected to interfere with the exercise of a director's independent judgment.  

Certain types of relationships are by their nature considered to be material relationships. 

Directors, Frank Mermoud and Tim Marchant are independent.  Mikhail Afendikov is not independent because he is 

the Executive Chairman and Chief Executive Officer of the Corporation.   

The Board exercises its independent supervision over the Corporation's management through a combination of 

formal meetings of the Board as well as informal discussions amongst the Board members.  The independent 

directors can also hold scheduled meetings at which non-independent directors or members of management are not 

in attendance.  Where matters arise at Board meetings which require decision-making and evaluation by independent 

or non-management directors, the meeting breaks into an in camera session among the independent or non-

management directors. 

Directorships 

Certain directors are also directors of other issuers that are reporting issuers (or the equivalent), as follows: 
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Director Other Directorships Stock Exchange Listing 

Tim Marchant Vermilion Energy Inc. Toronto Stock Exchange 

 Valeura Energy Inc. Toronto Stock Exchange 

Orientation and Continuing Education 

The Board has established the Compensation, Nominating and Governance Committee.  The Compensation, 

Nominating and Governance Committee, with the assistance of the management of the Corporation, is responsible 

for providing orientation to new directors.  Director orientation and ongoing training includes presentations by 

senior management to familiarize directors with the Corporation's strategic plans, its significant financial, 

accounting and risk management issues, its compliance programs, its principal officers and its independent auditors.  

In 2013, the Corporation joined the Institute of Corporate Directors (“ICD”) and provided memberships for all 

directors.  Through ICD, directors have access to regular newsletters and seminars that provide regulatory updates 

and best governance practices.   

Ethical Business Conduct 

In 2013, the Corporation implemented a Code of Business Conduct and Ethics Policy, as well as a Business Integrity 

Policy, including anti-retaliation provisions for whistleblowers.  These policies provide guidance on the conduct of 

the Corporation’s business in accordance with high ethical standards and help mitigate the risks posed by exposure 

to foreign corrupt practices. Directors, officers, employees and consultants are asked annually to certify their review 

of, and compliance with, the policies.  Also, these policies are posted on the Corporation’s website (in both English 

and Ukrainian languages). Currently, the management and staff of the Corporation have extensive experience with 

global operations and are aware of the requirements of the foreign corrupt practices regulations and how to operate 

within those regulations in laws in the jurisdictions relevant to the operations of the Corporation.  

Additionally, the skill and knowledge of Board members and advice from counsel ensure that directors exercise 

independent judgment in considering transactions and agreements in respect of which a director or officer has a 

material interest.  Directors and officers are required to disclose dealings in any of the geographic areas in which the 

Corporation operates.  They are also subject to the general obligation under corporate law to disclose and not vote 

on any material contract or transaction with the Corporation in which the director or officer has an interest. 

Nomination of Directors 

When a Board vacancy occurs or is contemplated, any director or officer may make recommendations to the 

Compensation, Nominating and Governance Committee as to qualified individuals for nomination to the Board.  

In identifying new candidates, the Compensation, Nominating and Governance Committee will take into account the 

mix of director qualifications and experiences, perspectives and skills appropriate for the Corporation at that time.  

Compensation 

The Compensation, Nominating and Governance Committee receives recommendations from the management of the 

Corporation and reviews and makes recommendations to the Board regarding directors’ fees and the granting of 

stock options or RSUs to directors of the Corporation.  Directors may be compensated in cash and/or equity for their 

expert advice and contribution towards the success of the Corporation.  For further discussion on the director 

compensation review process, see “Executive and Director Compensation – Compensation Discussion and Analysis 

-- The Compensation Review Process.”  

Other Board Committees 

The Board also has a Reserves Committee, which is comprised of Messrs. Tim Marchant (Chair) and Frank 

Mermoud.  The Board functions as a whole to deliberate on other matters.  

Assessments 

The Compensation, Nominating and Governance Committee is responsible for evaluating the effectiveness of the 

Board, committees of the Board and individual directors based on their individual competencies, skills, personal 

qualities and contributions made to the Board. The Compensation, Nominating and Governance Committee, with the 
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participation of senior management of the Corporation, may recommend changes to enhance Board performance in 

light of the Corporation's circumstances, business strategies and applicable regulatory requirements.   

ADDITIONAL INFORMATION 

Financial information of the Corporation is provided in the Corporation's financial statements and management's 

discussion and analysis for its most recently completed financial year.  A copy of these documents may be obtained 

by contacting Cub Energy Inc. at 5120 Woodway Drive, Suite 10010, Houston, Texas 77056, Phone: (713) 677-

0439, Fax: (713) 677-0181. 

Copies of these documents as well as additional information relating to the Corporation contained in documents 

filed by the Corporation with Canadian Securities Regulatory Authorities may also be accessed through the SEDAR 

website at www.sedar.com. 

BUSINESS TO BE ACTED UPON AT THE MEETING 

1. FINANCIAL STATEMENTS AND AUDITOR'S REPORT 

The Corporation's audited financial statements for the year ended December 31, 2016, and the auditor's report 

thereon, will be submitted at the Meeting.  No vote is required or will be taken regarding the Corporation's audited 

financial statements.  

2. APPOINTMENT OF AUDITOR 

The Canada Business Corporations Act provides that the Shareholders of the Corporation shall, by ordinary 

resolution, appoint an auditor to hold such position until the close of the next annual meeting.  The Canada Business 

Corporations Act also provides that the remuneration of the auditor be fixed by the Shareholders or if not so fixed 

shall be fixed by the directors. 

The current auditor of the Corporation is Davidson & Company LLP Chartered Professional Accountants appointed 

as the Corporation’s auditor on January 19, 2016.  The Corporation's Audit Committee has recommended to the 

Board that Davidson & Company LLP be nominated for re-appointment as auditor of the Corporation for the 

financial year ended December 31, 2017, at a remuneration to be fixed by the Board. 

In the absence of contrary instructions, the persons named in the accompanying form of proxy intend to vote 

the Common Shares represented thereby in favour of the appointment of Davidson & Company LLP, 

Chartered Accountants, as auditor of the Corporation to hold office until the next annual meeting of 

Shareholders or until its successors are appointed, at a remuneration to be fixed by the Board of directors. 

3. ELECTION OF DIRECTORS 

There are presently three members of the Board and their terms of office expire at the Meeting. The Board has 

passed a resolution setting the number of directors to be elected at the Meeting at four.  The four persons named 

below are the nominees for election as directors.  Each director elected will hold office until his successor is elected 

or appointed, unless his office is earlier vacated under any of the relevant provisions of the Articles of the 

Corporation or the Canada Business Corporations Act. 

The following table sets out the name of each of the persons proposed to be nominated for election as a director; all 

positions and offices in the Corporation presently held by the individual; the individual’s principal occupation at 

present and the individual’s principal occupation during the preceding five years; the period during which the 

individual has served as a director; and the number of voting shares of the Corporation that the individual has 

advised are beneficially owned by him, directly or indirectly, or over which control or direction is exercised by him, 

as of the date hereof: 

http://www.sedar.com/
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Name and Place of 

Residence 

Present and Principal 

Occupation during the last 

five years(8) 

Date of Appointment as 

Director 

Common Shares 

Beneficially Owned 
(4) 

Mikhail Afendikov(1) 

San Rafael, California USA 

Chief Executive Officer and 

Executive Chairman of the 

Corporation 

December 2, 2011 1,224,547(5) 

Frank Mermoud (1)(2) (3) (6) 

Washington, DC, USA 

President, Orpheus 

International 

July 5, 2012 Nil 

Dr. Tim Marchant (1) (2) (3) (7) 

Calgary, Alberta, Canada 

Oil and Gas Professional and 

Adjunct Professor, University 

of Calgary 

May 30, 2013 86,125 

John Booth Chairman and Chief Executive 

Officer of Midpoint Holdings 

(until 2015) 

Barrister and Solicitor  

N/A Nil 

 

Notes: 

(1) Member of the Audit Committee.   

(2) Member of the Compensation, Nominating and Governance Committee.   

(3) Member of the Reserves Committee.  

(4) The information as to Common Shares beneficially owned, not being within the knowledge of the Corporation, has been 

furnished by the respective individuals or has been extracted from public filings or the register of shareholdings maintained 

by the Corporation's transfer agent. 

(5) Mr. Afendikov is a director and owns 31% of the shares of Pelicourt Limited, which in turn owns 124,336,089 (39.8%) of 

the Corporation’s Common Shares.  See “Principal Holders of Voting Securities.” Mr. Afendikov also holds 1,224,547 

common shares, which vested on January 23, 2016.  1,224,548 RSUs remain outstanding and vest on January 23, 2018.  

(6) Mr. Mermoud is the Chair of the Compensation, Nominating and Governance Committee.  

 

(7) Mr. Marchant is Chair of the Reserves Committee and Audit Committee. 

(8) For details on the principal occupation of director nominees during the last five years, see “Director Biographies” below. 

Director Biographies 

Mikhail Afendikov – Chief Executive Officer, Executive Chairman and Director  

Mr. Afendikov is the Chairman and Chief Executive Officer of the Corporation and has been since December 2, 

2011. He is also Chief Executive Officer of Gastek LLC. Mr. Afendikov and his two business partners started 

Gastek in 2005 as their first investment in the oil and gas sector in Ukraine. Since 2005, Mr. Afendikov has been the 

Chief Executive Officer of Clarkson Investment LLC and since 1994 he has been a director of V.E.M.A. Shipping 

Co. Ltd. Mr. Afendikov is a medical doctor who graduated from Donetsk State Medical University in Ukraine in 

1987. 

Frank Mermoud – Director  

Mr. Mermoud has extensive and high profile international experience in policy-making, international business, trade 

and investment.  Mr. Mermoud has been the President of Orpheus International, a Washington D.C. based private 

advisory firm since June 2011.  He also serves on the Executive Committee of the US-Ukraine Business Council and 

is a member of The Atlantic Council.  Mr. Mermoud was a Managing Director of Monument Capital Group LLC, a 

Washington, DC based private investment firm, from 2010 to May 2011 and a Senior Partner at TD International 

LLC, a global strategic consultancy firm, from 2009 to 2010.  Mr. Mermoud also served as the Secretary of State's 

Special Representative for Commercial and Business Affairs at the U.S. Department of State from 2002 through 
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2009.  With nearly 30 years of experience in the public and private sectors, Mr. Mermoud has exhibited a pro-active 

nature to business development, identifying investment and trade opportunities and facilitating capital in both the 

private equity and debt markets.  Mr. Mermoud received a Bachelor of Science in Foreign Service degree from 

Georgetown University.  Mr. Mermoud is fluent in French and has worked extensively throughout his career in 

Europe, Asia, Latin America and Africa. 

 

Dr. Timothy R. Marchant – Director  

Dr. Marchant has over 30 years petroleum experience in Canadian and international exploration, development, 

production and business development. From 1980 to 2009 Dr. Marchant was with Amoco and BP including 

positions as Chief Geologist Amoco Canada, Nile Delta Exploration Manager Amoco Egypt, VP Exploration BP 

Egypt Oil, Exploration Manager ExxonMobil Saudi Arabia, General Manager BP Abu Dhabi, President BP Kuwait 

Ltd. and VP Middle East E&P BP International.  Dr. Marchant has been an Adjunct Professor of Strategy and 

Energy Geopolitics, Haskayne School of Business, University of Calgary since September 2009. Dr. Marchant is 

currently a non-executive director of Vermilion Energy Inc. and Valeura Energy Inc. Dr. Marchant has a Ph.D. 

Geology, Trinity College, University of Dublin, Ireland, 1978, completed the Ivey Executive Program, University of 

Western Ontario, 1994 and the Institute of Corporate Directors Education Program in 2011. 

John Booth -- Director  

Mr. Booth is a Co-Founder and Non-Executive Director of Midpoint Holdings, having stepped down as Chairman 

and CEO in late 2015. Midpoint is an online peer to peer Foreign Exchange matching and 

international payment service based and regulated in London which listed in Toronto (TSXV) in 2013 via RTO. 

Mr. Booth is a qualified lawyer (Ontario, New York and DC) and has worked as an investment banker, broker and 

fund manager in increasingly senior roles in the international capital markets since 1990, with firms including 

Merrill Lynch International, ICAP, CEDEF, ABN AMRO Bank, CIBC, the World Bank and Climate Change 

Capital.  From 2004 until 2012 he was a partner with JAS Financial Products LLP, a U.K.-based alternative asset 

manager, which traded under the brand Conservation Finance International.  

 

Mr. Booth holds a BSc. (Hons) in Biology and Environmental Science from the University of Guelph, LLB & JD 

from the joint international law program at the Universities of Windsor and Detroit and LLM in International 

Finance, Tax and Environmental Law from Kings College, University of London.  

 

He currently serves as the Non-Executive Chairman of Laramide Resources (TSX & ASX) and as Non-Executive 

Director of Maya Gold & Silver (TSXV) where he chairs both the Audit and Governance Committees.  For four 

years he was the nominee director for the European Bank for Reconstruction and Development on the board of Tirex 

Resources (TSXV) and has been Chairman or Director of various other public companies over the past 20 years. 

Corporate Cease Trade Orders, Bankruptcies, Penalties or Sanctions 

To the best of the Corporation’s knowledge, none of the Corporation’s directors, officers, or Shareholders holding a 

sufficient number of securities of the Corporation to materially affect the control of the Corporation is, or during the 

ten years preceding the date of this Information Circular, has been a director or officer of any issuer that, while the 

person was acting in that capacity: (a) was the subject of a cease trade order or similar order, or an order that denied 

such issuer access to any exemption under securities legislation for a period of more than 30 consecutive days; or (b) 

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. 

In the absence of contrary instructions, the persons named in the accompanying form of proxy intend to vote 

the Common Shares represented thereby in favor of the election to the Board of directors of those persons 

designated as nominees for election as directors.  The Board does not contemplate that any of such nominees 

will be unable to serve as a director.  However, if for any reason any of the proposed nominees do not stand 

for election or are unable to serve as such, then the number of directors to be elected may be reduced (to not 

less than three) and/or proxies in favor of management designees will be voted for another nominee in the 

discretion of the persons named in the accompanying form of proxy, unless the Shareholder has specified in 

his proxy that his Common Shares are to be withheld from voting on the election of directors. 
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4. APPROVAL OF AMENDMENT OF ARTICLES FOR POSSIBLE CONSOLIDATION OF SHARES 

For the past three years, Shareholders have approved a special resolution to amend the Articles of the Corporation 

for a possible share consolidation.  No consolidation has occurred.  Management seeks approval of the same special 

resolution for the ensuing year, granting management, at its discretion, the authority to effect a consolidation of the 

issued and outstanding Common Shares of the Corporation. Shareholders will be asked to approve a special 

resolution to amend the Articles of the Corporation to consolidate the issued and outstanding Common Shares by 

changing up to every 10 of the issued and outstanding Common Shares into one (1) Common Share subject to 

regulatory approval (the “Consolidation”). For the Consolidation to be approved in accordance with applicable law, 

the special resolution must be approved by the affirmative vote of not less than two-thirds of the votes cast at the 

Meeting by the Shareholders present in person or by proxy. 

The Board believes that the Consolidation may be beneficial to the Corporation and it is appropriate and in the best 

interests of the Corporation to approve the possible Consolidation. 

Accordingly, Shareholders of the Corporation will be asked to approve the following special resolution: 

“BE IT RESOLVED THAT: 

1. The Articles of Amendment of the Corporation be amended by consolidating the issued and 

outstanding Common Shares of the Corporation by changing every 10 of the issued and 

outstanding Common Shares into one Common Share and any resulting fractional share 

entitlement remaining after conversion that is less than one-half of a Common Share will be 

cancelled and each fractional Common Share that is at least one-half of a Common Share will be 

rounded up to one whole Common Share;  

2. If the Consolidation referred to in paragraph 1 above is not acceptable to the Director under the 

CBCA or to the TSXV or is not suitable to achieve the Corporation’s objectives, the Board is 

hereby authorized to change the ratio upon which the Common Shares will be consolidated to one 

which is acceptable to the Board, the Director of the CBCA and the TSXV, provided such ratio is 

less than the ratio referred to in paragraph 1, and upon such determination by the Board, the 

resolutions in paragraph 1 above shall be deemed to be amended accordingly;  

3. If the Board should resolve after the passing of this special resolution that it would not be in the 

best interests of the Corporation to proceed with the Consolidation, then this special resolution 

shall thereupon be of no further effect; and  

4. Any director or officer of the Corporation is hereby authorized and empowered, acting for, in the 

name of and on behalf of the Corporation, to execute or to cause to be executed, under the seal of 

the Corporation or otherwise, and to deliver or to cause to be delivered, such other documents and 

instruments, and to do and to cause to be done, such other acts and things as in the opinion of such 

director or officer of the Corporation may be necessary or desirable in order to carry off the intent 

of the foregoing resolution and the matters authorized thereby, such determination to be 

conclusively evidenced by the execution and delivery of such document, agreement or instrument 

or the doing of any such act or thing.”  

Management recommends that you approve the consolidation, as it will provide the Corporation with increased 

flexibility.  A share consolidation does not change a Shareholder's proportionate interest in the Corporation. 

Unless the Shareholder has specified in the enclosed form of proxy that the shares represented by the proxy 

are to be voted against the resolution, the management representatives designated in the enclosed form of 

proxy intend to vote such shares, on any ballot that may be called for, in favour of the special resolution to 

amend the articles. 

The actual articles of amendment will be consistent with any determinations made by the directors of the 

Corporation as described above and may be comprised of one or more articles of amendment.  On receipt of each 

articles of amendment, the Director will issue a certificate of amendment.   



-18- 

 

5. ANNUAL APPROVAL OF STOCK OPTION PLAN 

Shareholders initially approved the Corporation's amended and restated Stock Option Plan on July 12, 2010.  It 

provides that the Board may grant options to directors, officers, key employees, consultants and, if applicable, 

management company employees for the purchase of Common Shares at prices determined in accordance with TSX 

Venture Exchange rules.  The Stock Option Plan is a "rolling" option plan, meaning that the number of additional 

Common Shares that may be reserved for issue on the grant of options (including RSUs) is a maximum of 10% of 

the issued and outstanding Common Shares from time to time.  As at the Record Date for the Meeting, 1,224,548 

RSUs of the Corporation were outstanding to Mikhail Afendikov, as discussed under the heading “Executive and 

Director Compensation – Restricted Share Unit Plan”. 

The maximum amount of stock options and RSUs that may be granted must not exceed 10% of the total number of 

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

RSUs) granted in any 12-month period to any one person cannot exceed 5% of the total number of issued and 

outstanding Common Shares (on a non-diluted basis).  Conditions relating to the vesting and expiry of stock options 

are set by the directors at the time of granting, however, stock options must expire no later than ten years after the 

date of grant.  The Stock Option Plan is in accordance with the applicable policy of the TSX Venture Exchange. 

The TSX Venture Exchange requires that all listed companies with a 10% rolling stock option plan obtain annual 

Shareholder approval of such plan.   

Shareholders will be asked at the Meeting to vote on a resolution to approve the Stock Option Plan for the ensuing 

year.  The resolution must be passed by a simple majority of the votes cast with respect to the resolution by 

Shareholders present in person or by proxy at the Meeting.  

In the absence of contrary instructions, the persons named in the accompanying form of proxy intend to vote 

the Common Shares represented thereby in favour of the resolution approving the Stock Option Plan of the 

Corporation for the ensuing year.  
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