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RYU APPAREL INC.  
1745 West 4th Avenue 

Vancouver, BC V6J 1M2 

Telephone: (604) 235-8880 

 

NOTICE OF ANNUAL GENERAL AND SPECIAL MEETING OF SHAREHOLDERS 

TO THE SHAREHOLDERS OF RYU APPAREL INC.: 

NOTICE IS HEREBY GIVEN that the annual general and special meeting (the “Meeting”) of shareholders 

of RYU Apparel Inc. (the “Company”) will be held at the offices of the Company at 1745 West 4th 

Avenue, Vancouver, BC  V6J 1M2, on Friday, February 26, 2021, at the hour of 10:00 a.m. (Vancouver 

time) for the following purposes: 

1. to receive the audited financial statements of the Company for the financial year ended 

December 31, 2019, and the accompanying report of the auditors; 

2. to set the number of directors of the Company for the ensuing year at four; 

3. to elect, individually, Cesare Fazari, Bill Marcus, Roger Edwards and Stephanie Crosby as 

the directors of the Company to serve until the next annual general meeting of 

shareholders;  

4. to appoint Dale Matheson Carr-Hilton Labonte LLP, Chartered Professional Accountants, 

as the auditors of the Company for the ensuing year and to authorize the directors of 

the Company to fix the remuneration to be paid to the auditor; 

5. to consider and, if thought fit, to pass, with or without amendment, an ordinary 

resolution, which must be approved by a simple majority of the votes cast by 

Shareholders (with directors, officers and 10% shareholders being excluded from 

voting), to approve an increase in the number of common shares of the Company 

issuable pursuant to the Company’s Revised 2014 Stock Option Plan and the Company’s 

Long-Term Performance Incentive Plan from 11,687,701 to 35,838,707, being the 

number equal to 20% of the issued and outstanding common shares as at January 15, 

2021, or such other number of common shares as may be permitted by the TSX Venture 

Exchange, as further described in the accompanying information circular 

(the “Information Circular”); 

6. as required by the TSX Venture Exchange, to consider and, if thought fit, to pass, with or 

without amendment, as an ordinary resolution on a disinterested shareholder basis, the 

issuance of 800,000 common shares in the capital of the Company to Marcello Leone, a 

former Chief Executive Officer and director of the Company, in connection with the 

conversion of a $320,000 severance liability currently owed by the Company to Mr. 

Leone in connection with his transition from the Company in April 2020;  
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7. to consider and, if thought fit, to pass, with or without amendment, an ordinary 

resolution to re-approve a shareholder rights plan, as further described in the 

Information Circular; and 

8. to transact such further or other business as may properly come before the Meeting and 

any adjournment or postponement thereof. 

The accompanying Information Circular provides additional information relating to the matters to be 

dealt with at the Meeting and is supplemental to, and expressly made a part of, this Notice of Annual 

General and Special Meeting of Shareholders (the “Notice”).  

The board of directors of the Company has fixed January 15, 2021 as the record date for the determination 

of shareholders entitled to notice of and to vote at the Meeting and at any adjournment or postponement 

thereof.  Each registered holder of common shares at the close of business on that date is entitled to such 

notice and to vote at the Meeting in the circumstances set out in the accompanying Information Circular. 

COVID-19 

In view of the current and rapidly evolving COVID-19 outbreak, the Company asks that, in considering 

whether to attend the Meeting in person, Shareholders follow the instructions of the Public Health Agency 

of Canada (https://www.canada.ca/en/public-health/services/diseases/2019-novel-coronavirus-

infection.html). The Company strongly encourages all Shareholders not to attend the Meeting, but to vote 

their respective shares by proxy in advance of the Meeting.  Additionally, the Company encourages 

Shareholders not to attend the Meeting in person if experiencing any of the described COVID-19 symptoms 

of fever, cough or difficulty breathing. The Company may take additional precautionary measures in relation 

to the Meeting in response to further developments in the COVID-19 outbreak.  

We strongly encourage you to vote your Shares by proxy prior to the Meeting rather than attend the 

Meeting in person. 

If you are a registered holder of common shares of the Company and are unable to attend the Meeting in 

person, please vote by proxy by following the instructions provided in the form of proxy at least 48 hours 

(excluding Saturdays, Sundays and holidays recognized in the Province of British Columbia) before the time 

and date of the Meeting or any adjournment or postponement thereof. 
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If you are a non-registered shareholder of the Company and received this Notice and accompanying 

materials through a broker, a financial institution, a participant, a trustee or administrator of a retirement 

savings plan, retirement income fund, education savings plan or other similar savings or investment plan 

registered under the Income Tax Act (Canada), or a nominee of any of the foregoing that holds your 

securities on your behalf (an “Intermediary”), please complete and return the materials in accordance with 

the instructions provided to you by your Intermediary.  

DATED at Vancouver, British Columbia, this 25th day of January, 2021. 

By Order of the Board of Directors of 

 

RYU APPAREL INC. 

 

“Cesare Fazari”  

Cesare Fazari 

Chief Executive Officer and Director 

 

PLEASE VOTE.  YOUR VOTE IS IMPORTANT.  WHETHER OR NOT YOU EXPECT TO ATTEND THE MEETING, 

PLEASE VOTE BY PROXY BY FOLLOWING THE INSTRUCTIONS PROVIDED IN THE ENCLOSED PROXY. 



 

 

 

RYU APPAREL INC.  
1745 West 4th Avenue 

Vancouver, BC  V6J 1M2 

Telephone: (604) 235-8880 

INFORMATION CIRCULAR 

January 22, 2021 

INTRODUCTION 

This information circular (the “Information Circular”) accompanies the notice of annual general and 

special meeting of shareholders (the ”Notice”) of RYU Apparel Inc. (the “Company”) and is furnished to 

shareholders (each, a “Shareholder”) holding common shares (each, a “Share”) in the capital of the 

Company in connection with the solicitation by the management of the Company of proxies to be voted 

at the annual general and special meeting (the “Meeting”) of the Shareholders to be held at 10:00 a.m. 

(Vancouver time) on Friday, February 26, 2021 at the offices of the Company at 1745 West 4th Avenue, 

Vancouver, BC  V6J 1M2, or at any adjournment or postponement thereof.  All references to 

Shareholders in this Information Circular are to registered Shareholders unless specifically stated 

otherwise. 

COVID-19 

In view of the current and rapidly evolving COVID-19 outbreak, the Company asks that, in considering 

whether to attend the Meeting in person, Shareholders follow the instructions of the Public Health Agency 

of Canada (https://www.canada.ca/en/public-health/services/diseases/2019-novel-coronavirus-

infection.html). The Company strongly encourages all Shareholders not to attend the Meeting, but to vote 

their respective shares by proxy in advance of the Meeting.  Additionally, the Company encourages 

Shareholders not to attend the Meeting in person if experiencing any of the described COVID-19 symptoms 

of fever, cough or difficulty breathing. The Company may take additional precautionary measures in relation 

to the Meeting in response to further developments in the COVID-19 outbreak.  

Date and Currency 

The date of this Information Circular is January 25, 2021.  Unless otherwise indicated, all dollar amounts 

referred to herein are in Canadian dollars. 

PROXIES AND VOTING RIGHTS 

Management Solicitation 

The solicitation of proxies by management of the Company will be conducted by mail and may be 

supplemented by telephone or other personal contact and such solicitation will be made without special 

compensation granted to the directors, regular officers and employees of the Company.  The Company 

does not reimburse Shareholders, nominees or agents for costs incurred in obtaining, from the 

principals of such persons, authorization to execute forms of proxy, except that the Company has 

requested brokers and nominees who hold stock in their respective names to furnish this Information 

Circular and related proxy materials to their customers, and the Company will reimburse such brokers 

and nominees for their related out of pocket expenses.  No solicitation will be made by specifically 

engaged employees or soliciting agents.  The cost of solicitation will be borne by the Company. 
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No person has been authorized to give any information or to make any representation other than as 

contained in this Information Circular in connection with the solicitation of proxies. If given or made, 

such information or representations must not be relied upon as having been authorized by the 

Company. The delivery of this Information Circular shall not create, under any circumstances, any 

implication that there has been no change in the information set forth herein since the date of this 

Information Circular. This Information Circular does not constitute the solicitation of a proxy by anyone 

in any jurisdiction in which such solicitation is not authorized, or in which the person making such 

solicitation is not qualified to do so, or to anyone to whom it is unlawful to make such an offer of 

solicitation. 

Appointment of Proxy 

Registered Shareholders are entitled to vote at the Meeting.  Each Shareholder is entitled to one vote 

for each Share that such Shareholder holds on January 15, 2021, (the “Record Date”) on the resolutions 

to be voted upon at the Meeting, and any other matter to properly come before the Meeting.  

The persons named as proxyholders (the “Designated Persons”) in the enclosed form of proxy are 

proposed directors and/or officers of the Company.  

A SHAREHOLDER HAS THE RIGHT TO APPOINT A PERSON OR COMPANY (WHO NEED NOT BE A 

SHAREHOLDER) OTHER THAN THE DESIGNATED PERSONS NAMED IN THE ENCLOSED FORM OF PROXY 

TO ATTEND AND ACT FOR OR ON BEHALF OF THAT SHAREHOLDER AT THE MEETING.   

A SHAREHOLDER MAY EXERCISE THIS RIGHT BY INSERTING THE NAME OF SUCH OTHER PERSON IN THE 

BLANK SPACE PROVIDED ON THE FORM OF PROXY. SUCH SHAREHOLDER SHOULD NOTIFY THE 

NOMINEE OF THE APPOINTMENT, OBTAIN THE NOMINEE’S CONSENT TO ACT AS PROXY AND SHOULD 

PROVIDE INSTRUCTION TO THE NOMINEE ON HOW THE SHAREHOLDER’S SHARES SHOULD BE VOTED. 

THE NOMINEE MUST BRING PERSONAL IDENTIFICATION TO THE MEETING. 

The Shareholder may vote by mail, by telephone or via the Internet by following instructions provided in 

the form of proxy at least 48 hours (excluding Saturdays, Sundays and holidays recognized in the 

Province of British Columbia) prior to the scheduled time of the Meeting, or any adjournment or 

postponement thereof. The Chairman of the Meeting, in his sole discretion, may accept completed 

forms of proxy on the day of the Meeting or any adjournment or postponement thereof. 

A proxy may not be valid unless it is dated and signed by the Shareholder who is giving it or by that 

Shareholder’s attorney-in-fact duly authorized by that Shareholder in writing or, in the case of a 

corporation, dated and executed by a duly authorized officer or attorney-in-fact for the corporation. If a 

form of proxy is executed by an attorney-in-fact for an individual Shareholder or joint Shareholders, or 

by an officer or attorney-in-fact for a corporate Shareholder, the instrument so empowering the officer 

or attorney-in-fact, as the case may be, or a notarially certified copy thereof, must accompany the form 

of proxy. 

Revocation of Proxies 

A Shareholder who has given a proxy may revoke it at any time before it is exercised by an instrument in 

writing: (a) executed by that Shareholder or by that Shareholder’s attorney-in-fact, authorized in writing, 

or, where the Shareholder is a corporation, by a duly authorized officer of, or attorney-in-fact for, the 

corporation; and (b) delivered either: (i) to the Company at the address set forth above, at any time up 

to and including the last business day preceding the day of the Meeting or, if adjourned or postponed, 

any reconvening thereof; (ii) to the Chairman of the Meeting prior to the vote on matters covered by the 
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proxy on the day of the Meeting or, if adjourned or postponed, any reconvening thereof; or (iii) in any 

other manner provided by law. 

Also, a proxy will automatically be revoked by either: (i) attendance at the Meeting and participation in a 

poll (ballot) by a Shareholder; or (ii) submission of a subsequent proxy in accordance with the foregoing 

procedures.  A revocation of a proxy does not affect any matter on which a vote has been taken prior to 

any such revocation. 

Voting of Shares and Proxies and Exercise of Discretion by Designated Persons 

A Shareholder may indicate the manner in which the Designated Persons are to vote with respect to a 

matter to be voted upon at the Meeting by marking the appropriate space.  The Shares represented by a 

proxy will be voted or withheld from voting in accordance with the instructions of the Shareholder on any 

ballot that may be called for and if the Shareholder specifies a choice with respect to any matter to be 

acted upon, the Shares will be voted accordingly. 

IF NO CHOICE IS SPECIFIED IN THE PROXY WITH RESPECT TO A MATTER TO BE ACTED UPON, THE PROXY 

CONFERS DISCRETIONARY AUTHORITY WITH RESPECT TO THAT MATTER UPON THE DESIGNATED 

PERSONS NAMED IN THE FORM OF PROXY. IT IS INTENDED THAT THE DESIGNATED PERSONS WILL VOTE 

THE SHARES REPRESENTED BY THE PROXY IN FAVOUR OF EACH MATTER IDENTIFIED IN THE PROXY. 

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

respect to other matters which may properly come before the Meeting, including any amendments or 

variations to any matters identified in the Notice, and with respect to other matters which may properly 

come before the Meeting. At the date of this Information Circular, management of the Company is not 

aware of any such amendments, variations, or other matters to come before the Meeting.  

In the case of abstentions from, or withholding of, the voting of the Shares on any matter, the Shares 

that are the subject of the abstention or withholding will be counted for determination of a quorum, but 

will not be counted as affirmative or negative on the matter to be voted upon.  

ADVICE TO BENEFICIAL SHAREHOLDERS 

The information set out in this section is of significant importance to those Shareholders who do not 

hold Shares in their own name. Shareholders who do not hold their 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 Company as the registered 

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

statement provided by a broker, then in almost all cases those Shares will not be registered in the 

Beneficial Shareholder’s name on the records of the Company.  Such Shares will more likely be 

registered under the names of the Beneficial Shareholder’s broker or an agent of that broker. In the 

United States, the vast majority of such Shares are registered under the name of Cede & Co. as nominee 

for The Depository Trust Company (which acts as depositary for many U.S. brokerage firms and 

custodian banks), and in Canada, the vast majority of such Shares are registered under the name of CDS 

& Co. (the registration name for CDS Clearing and Depository Services Inc., which acts as nominee for 

many Canadian brokerage firms).  Beneficial Shareholders should ensure that instructions respecting 

the voting of their Shares are communicated to the appropriate person well in advance of the 

Meeting. 

The Company does not have access to names of all of Beneficial Shareholders. Applicable regulatory 

policy requires intermediaries/brokers to seek voting instructions from Beneficial Shareholders in 
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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 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 Company. However, its purpose is limited to instructing the 

registered Shareholder (the broker or agent of the broker) 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”) in the United States and in Canada. Broadridge 

typically prepares a special voting instruction form, mails this form to the Beneficial Shareholders and 

asks for appropriate instructions regarding the voting of Shares to be voted at the Meeting. If Beneficial 

Shareholders receive the voting instruction forms from Broadridge, they are requested to complete and 

return the voting instruction forms to Broadridge by mail or facsimile. Alternatively, Beneficial 

Shareholders can call a toll-free number and access Broadridge’s dedicated voting website (each as 

noted on the voting instruction form) to deliver their voting instructions and to vote the Shares held by 

them. 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 as a proxy to vote Shares directly 

at the Meeting – the voting instruction form must be returned to Broadridge well in advance of the 

Meeting in order to have the applicable Shares voted at the Meeting. 

Although a Beneficial Shareholder may not be recognized directly at the Meeting for the purposes of 

voting Shares registered in the name of his, her or its broker (or agent of the broker), a Beneficial 

Shareholder may attend at the Meeting as proxyholder for the registered Shareholder and vote the 

Shares in that capacity. Beneficial Shareholders who wish to attend at the Meeting and indirectly vote 

their Shares as proxyholder for the registered Shareholder must enter their own names in the blank 

space on the instrument of proxy provided to them and return the same to their broker (or the broker’s 

agent) in accordance with the instructions provided by such broker (or agent), well in advance of the 

Meeting. 

Alternatively, a Beneficial Shareholder may request in writing that his, her or its broker send to the 

Beneficial Shareholder a legal proxy which would enable the Beneficial Shareholder to attend at the 

Meeting and vote his, her or its Shares.  

Beneficial Shareholders consist of non-objecting beneficial owners and objecting beneficial owners. A 

non-objecting beneficial owner is a beneficial owner of securities that has provided instructions to an 

intermediary holding the securities in an account on behalf of the beneficial owner that the beneficial 

owner does not object, for that account, to the intermediary disclosing ownership information about the 

beneficial owner under National Instrument 54-101 – Communication with Beneficial Owners of 

Securities of a Reporting Issuer (“NI 54-101”), of the Canadian Securities Administrators. An objecting 

beneficial owner is a beneficial owner of securities that has provided instructions to the intermediary 

holding the securities in an account on behalf of the beneficial owner that the beneficial owner objects, 

for that account, to the intermediary disclosing ownership information about the beneficial owner 

under NI 54-101.  

The Company is sending proxy-related materials directly to non-objecting beneficial owners of the 

Shares. The Company will not pay for the delivery of proxy-related materials to objecting beneficial 

owners of the Shares. The objecting beneficial owners of the Shares will not receive the materials unless 

their intermediary assumes the costs of delivery. 
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VOTING SECURITIES AND PRINCIPAL HOLDERS OF VOTING SECURITIES 

On July 22, 2020, the Company completed the consolidation of its common shares on a 10 old for 1 new 

share basis. All share and per share amounts in this have been retroactively adjusted for this 

consolidation. 

The Company is authorized to issue an unlimited number of Shares without par value and an unlimited 

number of preferred shares without par value.  As of the Record Date, determined by the board of 

directors (the “Board”) to be the close of business on January 15, 2021, a total of 179,193,537 Shares 

were issued and outstanding. Each Share carries the right to one vote at the Meeting.   

Only registered Shareholders as of the Record Date are entitled to receive notice of, and to attend and vote 

at, the Meeting or any adjournment or postponement of the Meeting. 

To the knowledge of the directors or executive officers of the Company, no persons or companies 

beneficially own, control or direct, directly or indirectly, Shares carrying 10% or more of the voting rights 

attached to the Shares, other than as set forth below: 

Name of Shareholder 

No. of Common Shares 

Held Percentage of Shareholdings(1) 

Cesare Fazari 20,989,355(2) 11.71%(3) 

(i) Based on 179,193,537 Common Shares issued and outstanding as of the Record Date. 

(ii) This includes: (i) 14,040,239 Common Shares held directly by Mr. Fazari; (ii) 5,462,390 Common Shares are held 

indirectly by Mr. Fazari through CESFJS Holdings Inc. (“CESFJS”), a company owned and controlled by Mr. Fazari; (iii) 

830,000 Common Shares held indirectly through Cesare Fazari RRSP; (iv) 630,026 Common Shares held indirectly 

through Cesare Fazari TFSA; and (v) 26,700 Common Shares held indirectly through The Fazari Family Trust. The total 

does not include: (i) 12,309,974 warrants convertible into Common Shares held directly by Mr. Fazari; (ii) 4,000,000 

warrants convertible into Common Shares held indirectly by Mr. Fazari through CESFJS; (iii) 830,000 warrants 

convertible into Common Shares held indirectly through Cesare Fazari RRSP; (iv) 630,026 warrants convertible into 

Common Shares held indirectly through Cesare Fazari TFSA; and (iv) 1,600,201 stock options convertible into Common 

Shares held directly by Mr. Fazari. 

(iii) On a partially diluted basis, Mr. Fazari would hold 35,839,355 Common Shares or 19.9% of the outstanding Common 

Shares. 

NUMBER OF DIRECTORS 

At the Meeting, Shareholders will be asked to pass an ordinary resolution to set the number of directors 

of the Company at four (4). An ordinary resolution needs to be passed by a simple majority of the votes 

cast by the Shareholders present in person or represented by proxy and entitled to vote at the Meeting. 

Management recommends the approval of setting the number of directors of the Company at four (4). 

ELECTION OF DIRECTORS 

The directors of the Company are elected at each annual meeting and hold office until the next annual 

meeting or until their successors are duly elected or appointed in accordance with the Company’s 

Articles, or until their earlier death, resignation or removal.  In the absence of instructions to the 

contrary, the enclosed form of proxy will be voted for the nominees listed in the form of proxy, all of 
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whom are presently members of the Board. The number of directors of the Company is currently set at 

four. 

The Company has adopted bylaws requiring advance notice of the nomination of directors in certain 

circumstances (the “Advance Notice Bylaws”). To be timely, the advance notice by the nominating 

Shareholder (the “Nominating Shareholder”) must be made: 

(a)  in the case of an annual meeting of shareholders, not less than 30 and not more than 65 

days prior to the date of the annual meeting of Shareholders; provided, however, that in 

the event that the annual meeting of Shareholders is to be held on a date that is less 

than 50 days after the date (the “Notice Date”) on which the first public announcement 

of the date of the annual meeting was made, notice by the Nominating Shareholder is to 

be made not later than the close of business on the 10th day after the Notice Date in 

respect of such meeting; and 

(b) in the case of a special meeting (which is not also an annual meeting) of Shareholders 

called for the purpose of electing directors (whether or not called for other purposes), 

not later than the close of business on the 15th day following the day on which the first 

public announcement of the date of the special meeting of Shareholders was made.  

For the further information about the Advance Notice Bylaws, please see the Company’s information 

circular dated November 23, 2015. 

No nominations of directors for the Meeting by Nominating Shareholders were received in accordance 

with the Advance Notice Bylaws. 

Management of the Company proposes to nominate each of the following persons for election as a 

director.  Information concerning such persons, as furnished by the individual nominees, is as follows: 

 

Name 

Province/State 

Country of Residence 

and Position(s) 

with the Company
(1)

 

Principal Occupation 

Business or Employment 

for Last Five Years
(1)

 

Periods during 

which 

Nominee has 

Served 

as a Director 

Number of  

Shares  

Owned
(1)

 

Cesare Fazari
(2)

 

Ontario, Canada 

CEO and Director 

As a founding partner in Northwood Developments for more 

than 30 years, Cesare Fazari has successfully specialized in 

commercial retail rollout, completing thousands of turnkey 

locations with major commercial franchises such as Respect 

Your Universe (RYU), Shoppers Drug Mart, Marshalls, Trade 

Secrets and Public Mobile to name a few. With his 

entrepreneurial vision, Cesare has been the seed Venture 

Capital investor in many successful public companies such as 

HEXO Corp., Ianthus, Drone Delivery Services, SEB, and 

others. Cesare also sits on the board as a director of the 

public merchant bank Fountain Asset Corpora�on and is on 

the advisory boards of several public and private companies. 

Cesare is the CEO and Chairman of the Board of RYU, an 

award winning urban athletic apparel and accessories brand 

engineered for the fitness, performance and lifestyle of the 

athletic man and woman. Once introduced to RYU, he 

became deeply passionate about the brand and its products 

as a shareholder and it has since become the foremost 

project of his 30-year professional career in business building 

and capital markets. 

April 20, 2020 to 

present
 20,989,355

(3) 
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Name 

Province/State 

Country of Residence 

and Position(s) 

with the Company
(1)

 

Principal Occupation 

Business or Employment 

for Last Five Years
(1)

 

Periods during 

which 

Nominee has 

Served 

as a Director 

Number of  

Shares  

Owned
(1)

 

Further, he has a vast portfolio of over one million square 

feet of real estate holdings which include hundreds of 

residential units and hundreds of thousands of square feet of 

commercial office space, commercial retail, industrial space 

and land. 

His philanthropic nature has led him to be actively involved in 

charitable organizations including The Breakfast Club of 

Canada, The Canadian Cancer Society and the Good Shepard 

Food Bank. He and his wife of over 30 years have raised three 

sons who together are all active in the family business. As a 

visionary, Cesare continues to build a portfolio of assets 

spanning several industries. 

Bill Marcus
(2)

 

Illinois, USA 

Director 

Mr. Marcus has spent 35 years in leading management roles 

in the financial markets. Currently a Senior Managing 

Director at Young America Capital and Partner at Green 

Table. He also serves as Vice Chairman of the Federal 

Enforcement Homeland Security Foundation since July 2012. 

Formerly, he served as Senior Managing Director of 

Hedgecovest LLC and Senior Managing Director of both Asset 

Alliance Corporation and its affiliate Hedgeharbor, Inc. from 

October 2010 to October 2015. 

December 4, 2014 

to present 
128,262

(4) 

Roger Edwards
(2)

 

Ontario, Canada 

Director  

Mr. Edwards is a highly regarded Canadian designer with over 

thirty years of experience designing and producing with 

premier Canadian apparel manufacturers.   He has developed 

a reputation as one of the top “Made in Canada” designers 

and has designed apparel collections with adidas, Reebok, 

the National Basketball Association, the National Hockey 

League, the National Football League, Major League Baseball 

and Team Canada. 

May 18, 2020 to 

present 
Nil

(5) 

Stephanie Crosby 

Quebec, Canada 

Director  

Committed to excellence, Stefanie Crosby’s expertise is 

proven with over 15 years of working experience. Stefanie 

has engaged in managerial positions in several businesses 

across a wide spectrum of industries.  As a seasoned 

executive, Stefanie has launched her consulting firm; 

Triumspear International, providing strategic leadership 

towards new business development. She develops projects 

and initiatives through close strategic partnerships with 

various constituents. On top of spearheading her firm, 

Stefanie was appointed a role as Professional Alliance Group 

to Morgan Stanley Wealth Management, where she 

leverages a specialized group that was created to help 

address the distinct wealth management needs of athletes, 

family offices, top professionals, captain of industry and 

institutional clients in various sectors. Stefanie is an Advocate 

for Group RMC USA, and they are now the largest 

commercial Real Estate landlord in Cleveland, Memphis, 

Kansas and top 3 in suburban Chicago. On a personal note, 

Stefanie was an Olympic-level athlete and holds an executive 

MBA from John Molson business School in Montreal, Canada. 

Stefanie is currently based between Montreal and New York 

and is fluent in French and English.  

Nominee 

Nil
(6)
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(1)
 Information has been furnished by the respective nominees individually, as at January 15, 2021. 

(2)
 Member of the audit committee of the Company. 

(3) 
Consists of: (i) 14,040,239 Shares held directly, (ii) 830,000 Shares held indirectly through Cesare Fazari RRSP, (iii) 630,026 

Shares held indirectly through Cesare Fazari TFSA, (iv) 5,462,390 Shares held indirectly through CESFJS Holdings Inc. 

(“CESFJS”), a company controlled by Mr. Fazari, and (v) 26,700 Shares held indirectly through The Fazari Family Trust. Does 

not include (i) 1,500,000 Share purchase warrants held directly, exercisable at $0.50 per Share until December 20, 2022; 

(ii) 10,859,974 Share purchase warrants held directly, exercisable at $0.055 per Share until October 29, 2022; (iii) 830,000 

Share purchase warrants held indirectly through Cesare Fazari RRSP, exercisable at $0.055 per Share until October 22, 

2022; (iv) 630,026 Share purchase warrants held indirectly through Cesare Fazari TFSA, exercisable at $0.055 per Share 

until October 22, 2022; and (v) 4,000,000 Share purchase warrants held indirectly through CESFJS, exercisable at $0.055 

per Share until October 22, 2022. Of the 1,600,201 options held directly, 250,000 are fully vested and exercisable at a price 

of $2.90 per Share until March 2, 2028, 200,000 options are fully vested and exercisable at a price of $0.50 per Share until 

April 14, 2025, 1,150,201 are fully vested and exercisable at a price of $0.12 per Share until November 9, 2023. 
(4)

 Does not include options to purchase 417,500 Shares, comprised of: (i) 2,500 options which are fully vested and 

exercisable at USD $0.80 per Share until March 11, 2023; (ii) 20,000 options which are fully vested and exercisable at $2.90 

per Share until March 2, 2023; (iii) 5,000 options which are fully vested and exercisable at $3.00 per Share until August 18, 

2024; (iv) 15,000 options which are fully vested and exercisable at $1.50 per Share until March 28, 2027; and (v) 375,000 

options, which are fully vested and exercisable at $0.12 per Share until November 9, 2023. 
(5) 

Does not include 425,000 options, which are fully vested and exercisable at $0.12 per Share until November 9, 2023. 
(6) 

Does not include 375,000 options, which are fully vested and exercisable at $0.12 per Share until November 9, 2023. 

Management recommends the approval of each of the nominees listed above for election as directors 

of the Company for the ensuing year. 

Corporate Cease Trade Orders  

No proposed director of the Company is, or within the ten (10) years before the date of this Information 

Circular has been, a director, chief executive officer or chief financial officer of any company that: 

(a) was subject to a cease trade order, an order similar to a cease trade order, or an order 

that denied the relevant company access to any exemption under securities legislation, 

that was in effect for a period of more than 30 consecutive days that was issued while 

the proposed director was acting in the capacity as director, chief executive officer or 

chief financial officer; or 

(b) was subject to a cease trade order, an order similar to a cease trade order, or an order 

that denied the relevant company access to any exemption under securities legislation, 

that was in effect for a period of more than 30 consecutive days that was issued after 

the 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 director, chief executive officer or chief financial officer. 

Bankruptcies  

To the best of management’s knowledge, no proposed director of the Company has, within 10 years 

before the date of this Information Circular, been a director or an executive officer of any company that, 

while that person was acting in that capacity, or within a year of that person ceasing to act in that 

capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, 

or was subject to or instituted any proceedings, arrangement or compromise with creditors, or had a 

receiver, receiver manager or trustee appointed to hold its assets. 

To the best of management’s knowledge, no proposed director of the Company has, within the ten (10) 

years before the date of this Information Circular, become bankrupt, made a proposal under any 
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legislation relating to bankruptcy or insolvency, or become subject to or instituted any proceedings, 

arrangement or compromise with creditors, or had a receiver, receiver manager or trustee appointed to 

hold the assets of the proposed director. 

Penalties and Sanctions  

No proposed director of the Company has been subject to: (a) 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 (b) 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. 

STATEMENT OF EXECUTIVE COMPENSATION 

General 

For the purpose of this Statement of Executive Compensation: 

“compensation securities” includes stock options, convertible securities, exchangeable securities and 

similar instruments including stock appreciation rights, deferred share units and restricted stock units 

granted or issued by the Company or one of its subsidiaries (if any) for services provided or to be 

provided, directly or indirectly to the Company or any of its subsidiaries (if any); 

“NEO” or “named executive officer” means: 

(a) each individual who served as chief executive officer (“CEO”) of the Company, or who 

performed functions similar to a CEO, during any part of the most recently completed 

financial year, 

(b) each individual who served as chief financial officer (“CFO”) of the Company, or who 

performed functions similar to a CFO, during any part of the most recently completed 

financial year,  

(c) the most highly compensated executive officer of the Company or any of its subsidiaries 

(if any) other than individuals identified in paragraphs (a) and (b) at the end of the most 

recently completed financial year whose total compensation was more than $150,000, 

as determined in accordance with subsection 1.3(5) of Form 51-102F6V, for that 

financial year, and 

(d) each individual who would be a NEO under paragraph (c) but for the fact that the 

individual was neither an executive officer of the Company or its subsidiaries (if any), 

nor acting in a similar capacity, at the end of that financial year; 

“plan” includes any plan, contract, authorization or arrangement, whether or not set out in any formal 

document, where cash, compensation securities or any other property may be received, whether for 

one or more persons; and 

“underlying securities” means any securities issuable on conversion, exchange or exercise of 

compensation securities. 
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Director and Named Executive Officer Compensation, excluding Compensation Securities 

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

provided, directly or indirectly, by the Company, or any subsidiary of the Company, to each NEO and 

each director of the Company, in any capacity, including, for greater certainty, all plan and non-plan 

compensation, direct and indirect pay, remuneration, economic or financial award, reward, benefit, gift 

or perquisite paid, payable, awarded, granted, given or otherwise provided to the NEO or director for 

services provided and for services to be provided, directly or indirectly, to the Company or any 

subsidiary of the Company for each of the two financial years ended December 31, 2019, other than 

stock options and other compensation securities.  The Company intends to hold a 2021 annual general 

meeting and circulate an information circular with annual information comparing the two years ended 

December 31, 2020 in mid-2021 after such financial information has been completed. 

Table of Compensation Excluding Compensation Securities 

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 

($) 

Cesare Fazari, 

CEO and 

Director
(1)

 

2019 

2018 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

Roger Edwards, 

Director
(2)

 

2019 

2018 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

Alex McAulay, 

CFO
(3)

 

2019 

2018 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

Marcello Leone, 

Former 

President, CEO & 

Director(4) 

2019 

2018 

320,000
(5) 

302,923
(6)

 

Nil 

100,000 

Nil 

Nil 

Nil 

Nil 

2,394
(7)

 

17,607
(8)

 

322,394 

420,530 

Pedro Villa, 

Former CFO
(8) 

2019 

2018 

34,692 

110,000 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

34,692 

110,000 

Brett Pawson, 

Former Sr., VP 

Retail and 

Operations and 

Interim Chief 

Financial 

Officer
(9)

 

2019 

2018 

137,000 

128,600 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

137,000 

128,600 

Bill Marcus, 

Director 

2019 

2018 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Martino 

Ciambrelli, 

Former 

Director
(10)

 

2019 

2018 

45,000
(11) 

19,500
(11)

 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

45,000
 

19,500 

Maria Leone, 

Former 

Director
(12)

 

2019 

2018 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 
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Table of Compensation Excluding Compensation Securities 

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 

($) 

Tony William 

Longo, 

Former 

Director
(13)

 

2019 

2018 

Nil 

N/A 

Nil 

N/A 

Nil 

N/A 

Nil 

N/A 

Nil 

N/A 

Nil 

N/A 

Camilo Lyon, 

Former 

Director
(14)

 

2019 

2018 

Nil 

N/A 

Nil 

N/A 

Nil 

N/A 

Nil 

N/A 

Nil 

N/A 

Nil 

N/A 

(1) Cesare Fazari was appointed as the CEO and a director of the Company on April 20, 2020. 

(2) Roger Edwards was appointed as a director of the Company on May 18, 2020. 

(3) Alex McAulay was appointed as the CFO of the Company on July 14, 2020. 

(4) Marcello Leone was appointed as the President, CEO and a director of the Company on December 4, 2014 and 

resigned as the President, CEO and a director on April 20, 2020.  

(5) During the year ended December 31, 2019, Marcello Leone received $320,000 as compensation for serving as CEO 

and $nil as compensation for serving as a director.  

(6) During the year ended December 31, 2018, Marcello Leone received $281,923 as compensation for serving as CEO 

and $nil as compensation for serving as a director. The Company also paid $21,000 in consulting fees to Naturo 

Investments Group, an entity controlled by Marcello Leone. 

(7) During the year ended December 31, 2019, Marcello Leone received $Nil as vacation pay, $2,394 as gym membership 

(taxable benefit) and $Nil as MSP (taxable benefit). During the year ended December 31, 2018, Marcello Leone 

received $16,154 as vacation pay, $1,165 as gym membership (taxable benefit) and $288 as MSP (taxable benefit) 

(8) Pedro Villa was appointed as the CFO of the Company on February 1, 2016 and resigned on April 23, 2019. 

(9) Brett Pawson was appointed as Sr. VP Retail and Operations of the Company on March 1, 2017 and resigned on 

July 10, 2020. Mr. Pawson was appointed as Interim Chief Financial Officer of the Company on April 24, 2019 and 

resigned on July 10, 2020. 

(10) Martino Ciambrelli was appointed as a director of the Company on December 4, 2014 and resigned on April 20, 2020. 

(11) The Company paid $19,500 and $45,000, respectively in 2018 and 2019, as consulting fees to Brelli Marketing, an 

entity controlled by Martino Ciambrelli. 

(12) Maria Leone was appointed as a director of the Company on December 4, 2014 and resigned on August 14, 2019. 

(13) Tony William Longo was appointed as a director of the Company on August 12, 2019 and resigned on May 14, 2020. 

(14) Camilo Lyon was appointed as a director of the Company on August 15, 2019 and resigned on February 24, 2020. 

Stock Options and Other Compensation Securities 

The following table sets out all compensation securities granted or issued to each director and NEO by 

the Company or any subsidiary thereof in the year ended December 31, 2019 for services provided, or to 

be provided, directly or indirectly, to the Company or any subsidiary thereof: 
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Compensation Securities 

Name and 

Position 

Type of 

Compensation 

Security 

Number of 

Compensation 

Securities, 

Number of 

Underlying 

Securities, and 

Percentage of 

Class 

Date of 

Issue or 

Grant 

Issue, 

Conversi

on or 

Exercise 

Price  

($) 

Closing 

Price of 

Security or 

Underlying 

Security on 

Date of 

Grant ($) 

Closing 

Price of 

Security or 

Underlying 

Security at 

Year End 

Expiry 

Date 

Cesare Fazari, 

CEO and 

Director
(1)

 

Stock Options
 

Nil N/A N/A N/A N/A N/A 

Roger Edwards, 

Director
(2)

 
Stock Options Nil N/A N/A N/A N/A N/A 

Alex McAulay, 

CFO
(3)

 
Stock Options Nil N/A N/A N/A N/A N/A 

Marcello Leone, 

Former 

President, CEO & 

Director(4) 

Stock Options Nil N/A N/A N/A N/A N/A 

Pedro Villa, 

Former CFO
(7) Stock Options Nil N/A N/A N/A N/A N/A 

Brett Pawson, 

Former Sr., VP 

Retail and 

Operations and 

Interim Chief 

Financial 

Officer
(8)

 

Stock Options Nil N/A N/A N/A N/A N/A 

Bill Marcus, 

Director 
Stock Options Nil N/A N/A N/A N/A N/A 

Martino 

Ciambrelli, 

Former 

Director
(9)

 

Stock Options Nil N/A N/A N/A N/A N/A 

Maria Leone, 

Former 

Director
(10)

 

Stock Options Nil N/A N/A N/A N/A N/A 

Tony William 

Longo, 

Former Director 

Stock Options Nil N/A N/A N/A N/A N/A 

Camilo Lyon, 

Former Director 
Stock Options Nil N/A N/A N/A N/A N/A 

As at December 31, 2019: 

1. Marcello Leone, the former President, CEO and a director of the Company, owned an aggregate 

of 730,000 compensation securities, comprised solely of stock options, of which 25,000 are held 

indirectly through Naturo, each of which is exercisable into one Share of the Company.  Of these 

stock options, 380,000 stock options, held directly by Mr. Leone, vest upon the Company 
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generating net income and positive cash from operations and are exercisable at $3.00 per share, 

of which 160,000 stock options expire on August 18, 2024 and 220,000 stock options expire on 

March 16, 2025. The 25,000 stock options held by Naturo are fully vested and are exercisable at 

$3.00 per Share until August 18, 2024; Mr. Leone also owned an aggregate of 75,000 

compensation securities, comprised solely of stock options, all of which vested immediately on 

the date of grant and each of which is exercisable into one Share of the Company at an exercise 

price of $1.50 per Share until March 28, 2027. Subsequent to the year ended December 31, 

2019, Mr. Leone resigned as the President, CEO and a director on April 20, 2020. 

2. Pedro Villa, the former CFO of the Company, owned an aggregate of 25,000 compensation 

securities, comprised solely of stock options, of which 25% vested upon grant, of which 25% 

vested on June 17, 2017, of which 25% will vest two years after grant and 25% of which will vest 

three years after grant, and each of which is exercisable into one Share of the Company at an 

exercise price of $2.50 per Share until June 16, 2021; Mr. Villa also owned an aggregate of 

35,000 compensation securities, comprised solely of stock options, all of which vested 

immediately on the date of grant and each of which is exercisable into one Share of the 

Company at an exercise price of $1.50 per Share until March 28, 2027. Mr. Villa also owned an 

aggregate of 30,000 compensation securities, comprised solely of stock options, all of which 

vested immediately and are exercisable into one Share of the Company at an exercise price of 

$2.90 per Share until March 2, 2028.  Mr. Villa resigned as CFO on April 23, 2019 and the 6,250 

unvested options terminated on April 23, 2020; 

3. Brett Pawson, the former Sr. VP Retail and Operations of the Company and currently a 

consultant of the Company, owned an aggregate 25,000 compensation securities, comprised 

solely of stock options, each of which is exercisable into one Share of the Company at an 

exercise price of $2.50 per Share until June 16, 2021; Mr. Pawson also owned an aggregate of 

25,000 compensation securities, comprised solely of stock options and each of which is 

exercisable into one Share of the Company at an exercise price of $1.50 per Share until March 

28, 2027; Mr. Pawson also owned an aggregate of 50,000 compensation securities, comprised 

solely of stock options, all of which vested immediately and are exercisable into one Share of 

the Company at an exercise price of $2.90 per Share until March 2, 2028. Subsequent to the 

year ended December 31, 2019, Mr. Pawson resigned as the Sr. VP Retail and Operations on 

July 10, 2020. 

4. Bill Marcus, a director of the Company, owned an aggregate of 42,500 compensation securities, 

comprised solely of stock options, which are fully vested, and of which (i) 2,500 are exercisable 

at US$8.00 per Share until March 11, 2023 and (ii) 5,000 are exercisable at $3.00 per Share until 

August 18, 2024; Mr. Marcus also owned an aggregate of 15,000 compensation securities, 

comprised solely of stock options, exercisable into one Share of the Company at an exercise 

price of $1.50 per Share until March 28, 2027; Mr. Marcus also owned an aggregate of 20,000 

compensation securities, comprised solely of stock options, all of which vested immediately and 

are exercisable into one Share of the Company at an exercise price of $2.90 per Share until 

March 2, 2023. 

5. Martino Ciambrelli, a former director of the Company, owned an aggregate of 30,000 options 

which are fully vested and exercisable at $2.90 per Share until March 2, 2023; 20,000 

compensation securities, comprised solely of stock options, each of which is fully vested and is 

exercisable at a price of $3.00 per Share until August 18, 2024; Mr. Ciambrelli also owned an 

aggregate of 11,250 compensation securities, comprised solely of stock options, 3,750 of which 

vested March 28, 2018, 3,750 of which will vest two years after grant and 3,750 of which will 
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vest three years after grant, and each of which is exercisable into one Share of the Company at 

an exercise price of $1.50 per Share until March 28, 2027. Subsequent to the year ended 

December 31, 2019, Mr. Ciambrelli resigned as a director on April 20, 2020. 

6. Maria Leone, a former director of the Company, owned an aggregate of 15,000 compensation 

securities, comprised solely of stock options, each of which is fully vested and is exercisable into 

one Share at a price of $3.00 per Share until August 18, 2024; and Mrs. Leone also owned an 

aggregate of 15,000 compensation securities, comprised solely of stock options, 25% of which 

vested upon grant, 25% of which vested March 28, 2018, 25% of which will vest two years after 

grant and 25% of which will vest three years after grant, and each of which is exercisable into 

one Share of the Company at an exercise price of $1.50 per Share until March 28, 2027; Mrs. 

Leone also owned an aggregate of 20,000 compensation securities, comprised solely of stock 

options, all of which vested immediately and are exercisable into one Share of the Company at 

an exercise price of $2.90 per Share until March 2, 2028. Ms. Leone resigned as a director on 

August 14, 2019 and all options terminated on August 14, 2020. 

Exercise of Compensation Securities by Directors and NEOs 

The following table sets forth the exercise of compensation securities during the year ended 

December 31, 2019:  

Exercise of Compensation Securities 

Name and 

Position 

Number of 

Common Shares 

Underlying 

Exercised 

Options 

Option 

Exercise Price 

($) 

Date of 

Exercise 

Closing 

Price of 

Security on 

Date of 

Exercise  

($) 

Difference 

Between 

Exercise 

Price and 

Closing 

Price on 

Date of 

Exercise 

 ($) 

Total Value 

on Date of 

Exercise  

($) 

N/A Nil N/A N/A N/A N/A N/A 

Stock Plans and other Incentive Plans 

Revised 2014 Plan 

All of the following information has been adjusted to reflect the 10 for 1 share consolidation of the 

Company’s common shares on July 22, 2020. 

On June 10, 2011, the board of directors of the Company (the “Board”) adopted the 2011 Incentive 

Award Plan (the “2011 Plan”) and on May 18, 2012, the Board approved certain revisions to the 2011 

Plan, resulting in the 2012 Stock Option Plan (the “2012 Plan”) whereby the aggregate number of 

securities reserved for issuance was revised to 424,396 Shares. On June 7, 2013, the Board approved 

certain revisions to the 2012 Plan, resulting in the 2013 Stock Option Plan (the “2013 Plan”), whereby 

the aggregate number of Shares reserved for issuance was revised to 585,121. On June 9, 2014, the 

Board approved certain revisions to the 2013 Stock Option Plan, resulting in the Company’s 2014 Stock 

Option Plan (the “2014 Plan”) whereby the aggregate number of Shares reserved for issuance set aside 

and made available for issuance under the 2014 Plan was revised from (i) 585,121 Shares at the time of 
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granting the options (including all options granted by the Company to date) to (ii) 809,051 Shares. On 

December 18, 2014, the Board approved certain revisions to the 2014 Stock Option Plan, resulting in the 

Company’s Revised 2014 Stock Option Plan (the “Revised 2014 Plan”), whereby the aggregate number 

of Shares reserved for issuance set aside and made available for issuance under the Revised 2014 Plan 

was revised from (i) 809,051 Shares at the time of granting the options (including all options granted by 

the Company to date) to (ii) 1,105,836 Shares.  On October 31, 2016, the Board approved certain 

revisions to the Revised 2014 Plan whereby the aggregate number of Shares reserved for issuance set 

aside and made available for issuance under the Revised 2014 Plan was revised from (i) 1,105,836 

Shares at the time of granting the options (including all optioned granted by the Company to date) to (ii) 

2,488,386 Shares. On November 14, 2019, the Board approved certain revisions to the Revised 2014 

Plan whereby the aggregate number of Shares reserved for issuance set aside and made available for 

issuance under the Revised 2014 Plan was revised from (i) 2,488,386 Shares at the time of granting the 

options (including all optioned granted by the Company to date) to (ii) 11,687,702 Shares.   

The Revised 2014 Plan is a fixed stock option plan, whereby the aggregate number of Shares reserved 

for issuance under the Revised 2014 Plan, including any other plan or agreement of the Company, shall 

not exceed 20% of the issued and outstanding Shares on January 15, 2021. The purpose of the Revised 

2014 Plan is to advance the interests of the Company and its Shareholders by attracting, retaining and 

motivating the performance of selected directors, officers, employees or consultants of the Company of 

high caliber and potential and to encourage and enable such persons to acquire and retain a proprietary 

interest in the Company by ownership of its stock.    

Summary of the Revised 2014 Plan Terms 

While the Shares are listed on the TSXV, the following terms apply to the Company’s Revised 2014 Plan: 

• the number of Shares which may be reserved in any 12-month period for issuance to any one 

individual upon exercise of all stock options held by that individual may not exceed 5% of the 

issued and outstanding Shares of the Company at the time of the grant; 

• the number of Shares which may be reserved in any 12 month period for issuance to any one 

consultant may not exceed 2% of the issued and outstanding Shares and the maximum number 

of Shares which may be reserved in any 12 month period for issuance to all persons engaged in 

investor relations activities may not exceed 2% of the issued and outstanding Shares of the 

Company; 

• options granted to any person engaged in investor relations activities will vest in stages over 12 

months with no more than ¼ of the stock options vesting in any three month period; 

• stock options granted to optionees engaged in investor relations activities on behalf of the 

Company expire 30 days after such optionees cease to perform such investor relations activities 

for the Company; and 

• the exercise price of any stock options granted under the Revised 2014 Plan shall be determined 

by the Board, but may not be less than the closing price of the Shares on the TSXV on the last 

trading day immediately preceding the date of the grant of such stock options (less any discount 

permissible under Exchange rules). 

The Revised 2014 Plan is administered by the Board or a special committee of directors, either of which 

has full and final authority with respect to the granting of all stock options thereunder.   Stock options 

may be granted under the Revised 2014 Plan to such directors, officers, employees or consultants of the 

Company, as the Board may from time to time designate. 
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The term of any stock options granted under the Revised 2014 Plan shall be determined at the time of 

grant but, subject to earlier termination in the event of termination or in the event of death, the term of 

any stock options granted under the Revised 2014 Plan may not exceed ten years. Options granted 

under the Revised 2014 Plan are not to be transferable or assignable other than by will or other 

testamentary instrument or pursuant to the laws of succession. 

Subject to certain exceptions, in the event that an employee, or consultant ceases to act in that capacity 

in relation to the Company, stock options granted to such employee, consultant or management 

company employee under the Revised 2014 Plan will expire one year after such individual or entity 

ceases to act in that capacity in relation to the Company, other than for cause, death, or disability. 

Options granted to an employee or consultant that ceases to act in that capacity in relation to the 

Company are terminated immediately upon the employee or consultant being terminated for cause.  In 

the event of death of an option holder, options granted under the Revised 2014 Plan expire one year 

from the date of the death of the option holder. 

The Revised 2014 Plan was approved by Shareholders at the Annual General and Special Meeting of 

Shareholders held on December 17, 2019. 

LTIP 

On November 9, 2017, the Board adopted the Long-Term Performance Incentive Plan (the “LTIP”), 

which provides for the issuance of “restricted share units”, “performance share units” and “deferred 

share units”. The Company implemented the LTIP alongside the Revised 2014 Plan. The LTIP was 

approved by the TSXV on February 26, 2018. 

Description of the LTIP 

The LTIP is available to directors, key employees and consultants of the Company, as determined by the 

Board. The aggregate number of Shares available for issuance under the LTIP in respect of awards, 

together with the number of Shares available for issuance in respect of options under the Revised 2014 

Plan, is 11,687,701(being the number of Shares issuable pursuant to the Revised 2014 Plan). 

So long as it is required by the rules and policies of the TSXV or such other exchange upon which the 

Shares may be come listed for trading the (“Exchange”), (i) the total number of Shares issuable to any 

participant under the LTIP, within any one-year period, together with Shares reserved for issuance to 

such participant under all of the Company’s other security-based compensation arrangements, shall not 

exceed 5% of the issued and outstanding Shares, (ii) the total number of Shares issuable to insiders 

under the LTIP, within any one-year period and at any time, together with Shares reserved for issuance 

to insiders under all of the Company’s other security-based compensation arrangements, shall not 

exceed 10% of the issued and outstanding Shares, (iii) the total number of Shares issuable to non-

executive directors under the LTIP, together with Shares reserved for issuance to non-executive 

directors under all of the Company’s other security-based compensation arrangements, shall not exceed 

3% of the issued and outstanding Shares, and (iv) the total number of Shares issuable to consultants 

under the LTIP, at any time, together with Shares reserved for issuance to consultants under all of the 

Company’s other security-based compensation arrangements, shall not exceed 2% of the issued and 

outstanding Shares in any twelve month period. The grant value of Shares issued or reserved for 

issuance pursuant to options under the LTIP, together with any Shares issued or reserved for issuance 

under all of the Company’s other security-based compensation arrangements, to any one non-executive 

Director cannot exceed $100,000 annually. Except as otherwise provided in an applicable award 

agreement or as determined by the Board, neither awards nor any rights under any such awards shall be 

assignable or transferable other than pursuant to a will or by the laws of descent and distribution. 
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The LTIP provides for the issuance of “restricted share units”, “performance share units” and “deferred 

share units”. 

Restricted Share Units. The LTIP provides that the Board may, from time to time, in its sole discretion, 

grant awards of restricted share units (“RSUs”) to directors, key employees and consultants. Each RSU 

shall represent one Share on vesting. RSUs shall be subject to such restrictions as the Board may 

establish in the applicable award agreement. The typical restriction for RSUs is time based (i.e. vesting 

after a fixed period of time). All RSUs will vest and become payable by the issuance of Shares at the end 

of the applicable restriction period if all applicable restrictions have lapsed. 

Restrictions on any RSUs shall lapse immediately and become fully vested to the participant upon a 

change of control. Upon the death of a participant, subject to the applicable award agreement, any RSUs 

that have not vested will be immediately forfeited and cancelled without payment, provided that any 

RSUs granted to such participant that had vested prior to the participant's death will accrue to the 

participant's estate in accordance with the LTIP. If a participant's employment is terminated for cause, 

any RSUs granted to the participant will immediately terminate without payment and be cancelled as of 

the termination date. If a participant's employment is terminated without cause, is voluntarily 

terminated by the participant or termination is due to the participant's retirement or disability, any RSUs 

granted to the participant will, subject to the applicable award agreement, immediately terminate 

without payment and be cancelled as of the termination date, provided, however, that any RSUs 

granted to such participant that had vested prior to the participant's termination without cause, 

voluntary termination, retirement or disability will accrue to the participant in accordance with the LTIP. 

In the case of directors, if a participant ceases to be a director for any reason, subject to the applicable 

award agreement, all RSUs granted to such participant will immediately terminate without payment and 

be cancelled, provided, however, that any RSUs granted to such participant that had vested prior to the 

participant ceasing to be a director will accrue to the participant in accordance with the LTIP. Where a 

consultant's service to the Company terminates for any reason, subject to the applicable award 

agreement and any other contractual commitments between the participant and the Company, all RSUs 

granted to such participant will immediately terminate without payment and be cancelled, provided, 

however, that any RSUs granted to such participant that had vested prior to the termination of the 

participant's service to the Company will accrue to the participant in accordance with the LTIP 

Performance Share Units. The LTIP provides that the Board may, from time to time, in its sole discretion, 

grant awards of performance share units (“PSUs”) to key employees and consultants. Each PSU shall, 

contingent upon the attainment of the performance criteria within the applicable performance cycle, 

represent one Share, unless otherwise specified in the applicable award agreement. The performance 

criteria will be established by the Board which, without limitation, may include criteria based on the 

participant's individual performance and/or financial performance of the Company and its subsidiaries. 

Typical performance criteria could include gross revenues, EBITDA, share price performance, the 

attainment of a specified amount of financing or satisfaction of a participant’s key performance 

indicators. The applicable award agreement may provide the Board with the right to revise the 

performance criteria during a performance cycle or after it has ended, if unforeseen events occur, 

including, without limitation, changes in capitalization, equity restructuring, acquisitions or divestitures, 

if such events have a substantial effect on the financial results of the Company and make the application 

of the performance criteria unfair absent a revision. 

All PSUs will vest and become payable to the extent that the performance criteria are satisfied in the 

sole determination of the Board. PSUs granted to a participant shall become fully vested and payable to 

such participant within 95 days after the last day of the performance cycle or upon a change of control. 

Upon the death of a participant, subject to the applicable award agreement, all PSUs granted to the 
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participant which, prior to the participant's death, had not vested, will immediately be forfeited and 

cancelled without payment, provided, however, that the Board may determine, in its discretion, the 

number of the participant's PSUs that will vest based upon the extent to which the applicable 

performance criteria have been satisfied in that portion of the performance cycle that has lapsed. If a 

participant's employment is terminated for cause, any PSUs granted to the participant will immediately 

terminate without payment and be cancelled as of the termination date. If a participant's employment is 

terminated without cause, by voluntary termination, or if the participant's employment terminates due 

to retirement or disability, all PSUs granted to the participant which, prior to such termination without 

cause, voluntary termination, retirement or disability, had not vested, will immediately be forfeited and 

cancelled without payment, provided, however, that the Board may determine, in its discretion, the 

number of the participant's PSUs that will vest based upon the extent to which the applicable 

performance criteria have been satisfied in that portion of the performance cycle that has lapsed. 

Where a consultant's service to the Company terminates for any reason, subject to the applicable award 

agreement and any other contractual commitments between the participant and the Company, all PSUs 

granted to such participant will immediately be forfeited and cancelled without payment, provided, 

however, that the Board may determine, in its discretion, the number of the participant's PSUs that will 

vest based upon the extent to which the applicable performance criteria have been satisfied in that 

portion of the performance cycle that has lapsed. 

Deferred Share Units. The LTIP provides that the Board may, from time to time, in its sole discretion, 

grant awards of deferred share units (“DSUs”) to directors in lieu of director fees (but not to key 

employees or consultants). Directors become participants effective as of the date each is first appointed 

or elected as a director and cease to be participants at the time they cease to be a director for any 

reason. The number of DSUs to be granted to a participant shall be calculated by dividing the amount of 

fees selected by the director by the market price on the grant date. The market price is defined in the 

LTIP as the five-day weighted average closing price of the Company's Shares on the immediately 

preceding five trading days prior to the grant date. 

Each participant shall be entitled to receive, subsequent to the effective date that the participant ceases 

to be a director for any reason or any earlier vesting period(s) set forth in the applicable award 

agreement, either (a) that number of Shares equal to the number of DSUs granted to such participant, 

or (b) a cash payment in an amount equal to the market price of the DSUs granted to such participant on 

the trading day following the day that the participant ceases to be a director, net of applicable 

withholdings, and subject to adjustments if the value of a DSU is determined during applicable black-out 

periods. Upon the death of a participant, such participant's estate shall be entitled to receive, within 120 

days, a cash payment or Shares that would otherwise have been payable upon such participant ceasing 

to be a director. 

The LTIP was approved by Shareholders at the Annual General and Special Meeting of Shareholders held 

on December 17, 2019. 
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Employment, Consulting and Management Agreements  

Other than as disclosed below, the Company or any of its subsidiaries has not entered into any 

agreement or arrangement under which compensation was provided during the most recently 

completed financial year or is payable in respect of services provided to the Company or any of its 

subsidiaries that were (a) performed by a director or NEO, or (b) performed by any other party but are 

services typically provided by a director or a NEO.  

On June 18, 2020, the Company entered into a consulting services agreement (“Agreement”) with ACM 

Management Inc. (“ACM”) whereby, ACM will provide CFO services and accounting services (“Services”) 

to the Company.  The term of this Agreement for the provision of the Services commenced effective 

June 22, 2020.  

On March 7, 2018, the Company entered into an executive employment agreement with Mr. Leone, the 

Company’s former CEO and President, which replaced his prior employment agreement, in exchange for 

the following: 

(a) a base salary of $320,000 per year, to be adjusted on January 1 of each year by an amount equal 

to the annual percentage increase as determined by the Consumer Price Index for the province 

of British Columbia for the previous year. The Board may, at its sole discretion, increase the base 

salary; 

(b) eligibility to participate in the Company’s bonus and other incentive compensation plans; and 

(c) a one-time milestone bonus of $100,000 in recognition of prior service and success with the 

Company and Respect Your Universe Inc., since commencement of his employment therewith. 

On April 20, 2020, Marcello Leone resigned from all positions with the Company and in connection 

therewith, the Company agreed to pay Mr. Leone a severance amount of $320,000. 

On February 1, 2016, the Company entered into an executive employment agreement with Pedro Villa 

to serve as CFO of the Company in exchange for a base salary of $110,000 per year. Mr. Villa resigned on 

April 23, 2019 and the executive employment agreement was terminated. 

On March 1, 2017, the Company entered into an executive employment agreement with Brett Pawson 

to serve as Sr. VP Retail and Operations of the Company in exchange for a base salary of $125,000 per 

year. On September 12, 2018, the Company approved an increase in base salary to $137,000 per year 

for Mr. Pawson. 

Oversight and Description of Director and NEO Compensation  

During the year ended December 31, 2019, no fees were paid to directors for their services as directors.  

The Board has not created or appointed a compensation committee given the Company’s current size 

and stage of development. All tasks related to developing and monitoring the Company’s approach to 

the compensation of the Company’s NEOs and directors are performed by the members of the Board. 

The compensation of the NEOs, directors and the Company’s employees or consultants, if any, is 

reviewed, recommended and approved by the Board without reference to any specific formula or 

criteria.  
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Executive officers’ compensation is currently composed of two major components: base salary and stock 

options. Interested executives do not participate in reviews, discussions or decisions of the Board 

regarding this remuneration.  

The base salary for each executive is determined having regard to the executive’s responsibilities 

individual performance factors, overall corporate performance, and the assessment of the Board of such 

matters as are presented to them by management.  

The second component of the executive officers’ compensation is stock options. The Company may from 

time to time grant stock options to executive officers under the stock option plan. Grants of stock 

options are intended to align the interests of the executive officers with those of the Shareholders over 

the longer term.  

There were no significant changes to the Company’s compensation policies that were made during or 

after the fiscal year ended December 31, 2019 that could or will have an effect on director or executive 

officer compensation.    

Pension Plan Benefits 

The Company does not have any pension, defined benefit, defined contribution or deferred 

compensation plans in place. 

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS 

The following table sets forth, as of the end of the Company’s most recently completed financial year, 

December 31, 2019 the number of securities to be issued upon exercise of outstanding stock options, 

the weighted-average exercise price and the number of securities remaining to be issued under equity 

compensation plans approved and not approved by the Shareholders:  

Plan Category 

Number of securities to 

be issued upon exercise 

of outstanding options, 

warrants and rights 

(a)
 

Weighted-average 

exercise price of 

outstanding options, 

warrants and rights 

(b) 

Number of securities remaining 

available for future issuance 

under equity compensation 

plans (excluding securities 

reflected in column (a)) 

(c) 

Equity compensation plans 

approved by security holders 1,964,000 $2.40 7,272,705 

Equity compensation plans not 

approved by security holders Nil N/A Nil 

Total 1,964,000 $2.40 7,272,705 

On November 9, 2017, the Board adopted the LTIP, which provides for the issuance of “restricted share 

units”, “performance share units” and “deferred share units”. The Company implemented the LTIP 

alongside the Revised 2014 Plan. The LTIP was approved by the TSXV on June 10, 2019 and September 

15, 2020. 

See “Particulars of Matters to be Acted Upon - Approval of the LTIP” for a full description of the terms of 

the LTIP. 

INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS 

No current or former director, executive officer or employee, proposed nominee for election to the 
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Board, or associate of such persons is, or has been, indebted to the Company since the beginning of the 

most recently completed financial year of the Company and no indebtedness remains outstanding as at 

the date of this Information Circular. 

None of the directors or executive officers of the Company is or, at any time since the beginning of the 

most recently completed financial year, has been indebted to the Company.  None of the directors’ or 

executive officers’ indebtedness to another entity is, or at any time since the beginning of the most 

recently completed financial year, has been the subject of a guarantee, support agreement, letter of 

credit or other similar arrangement or understanding provided by the Company. 

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS 

Except as otherwise disclosed herein, no (a) director or executive officer of the Company, (b) person or 

company who beneficially owns, directly or indirectly, Shares, or who exercises control or direction of 

Shares, or a combination of both, carrying more than ten percent of the voting rights attached to the 

Shares outstanding (an “Insider”), (c) director or executive officer of an Insider or (d) associate or 

affiliate of any of the directors, executive officers or Insiders, has had any material interest, direct or 

indirect, in any transaction since the commencement of the Company’s most recently completed 

financial year or in any proposed transaction which has materially affected or would materially affect 

the Company ended December 31, 2020, other than an interest arising solely from the ownership of 

Shares where such person or company will receive no extra or special benefit or advantage not shared 

on a pro rata basis by all Shareholders.  

On October 29, 2020, CESFJS Holdings Inc., a company wholly owned by Mr. Fazari, subscribed for a total 

of 4,000,000 units of the Company (each, a “October 2020 Unit”) at a price of $0.05 per October 2020 

Unit, for gross proceeds of $200,000.  Each October 2020 Unit was comprised of one Share and one 

warrant entitling the holder to purchase one Share at a price of $0.055 per Share for a period of two 

years, subject to an acceleration clause.  

On October 29, 2020, Mr. Fazari subscribed for a total of 12,320,000 October 2020 Units of the 

Company at a price of $0.05 per October 2020 Unit, for gross proceeds of $616,000.  Each October 2020 

Unit was comprised of one Share and one warrant entitling the holder to purchase one Share at a price 

of $0.055 per Share for a period of two years, subject to an acceleration clause.  

APPOINTMENT OF AUDITOR 

At the Meeting, Shareholders will be asked to pass an ordinary resolution to appoint Dale Matheson 

Carr-Hilton Labonte LLP, Chartered Professional Accountants, as auditors of the Company for the 

financial year ending December 31, 2020 and to authorize the directors of the Company to fix the 

remuneration to be paid to the auditors for the financial year ending December 31, 2020. An ordinary 

resolution needs to be passed by a simple majority of the votes cast by the Shareholders present in 

person or represented by proxy and entitled to vote at the Meeting. 

Dale Matheson Carr-Hilton Labonte LLP was first appointed as auditors on September 30, 2014. 

Management recommends that Shareholders vote for the approval of the appointment of Dale 

Matheson Carr-Hilton Labonte LLP as the Company’s auditors for the Company’s financial year ending 

December 31, 2020 and the authorization of the directors of the Company to fix the remuneration to 

be paid to the auditors for the financial year ending December 31, 2020. 
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AUDIT COMMITTEE DISCLOSURE 

Under National Instrument 52-110 – Audit Committees (“NI 52-110”), of the Canadian Securities 

Administrators, a reporting issuer is required to provide disclosure with respect to its audit committee, 

including the text of the audit committee charter, information regarding composition of the audit 

committee, and the fees paid to the external auditor. The Company provides the following disclosure 

with respect to its audit committee (the “Audit Committee”). 

Audit Committee Charter  

The Company adopted an audit committee charter on April 18, 2012.  The full text of the audit 

committee charter is attached as Schedule “A” hereto. 

Composition of the Audit Committee 

As of the date of this Information Circular, the following individuals are the members of the Audit 

Committee:  

 

Bill Marcus – Chairman  Independent Financially literate 

Roger Edwards  Independent Financially literate 

Cesare Fazari  Not Independent(1) Financially literate 

(1)
 Mr. Fazari is not independent, as he is also an officer of the Company.  

Relevant Education and Experience  

The relevant education and experience of the current members of our Audit Committee is as follows:   

Bill Marcus (Chairman) 

Mr. Marcus has spent 35 years in leading management roles in the financial markets. Currently a Senior 

Managing Director at Young America Capital and Partner at Green Table. He also serves as Vice 

Chairman of the Federal Enforcement Homeland Security Foundation since July 2012. Formerly he 

served as Senior Managing Director of Hedgecovest LLC and Senior Managing Director of both Asset 

Alliance Corporation and its affiliate Hedgeharbor, Inc. from October 2010 to October 2015. Prior to this, 

Mr. Marcus was Executive Vice-President, Head of Sales North America for Newedge Group since 2001. 

At Newedge, Mr. Marcus led sales, business development and coordination between the global offices, 

as well as between several of its parent banking groups.  Mr. Marcus directly managed top global 

relationships and business development with financial institutions including: asset managers, hedge 

funds, CTAs, investors, professional trading groups, corporations, governments and family offices. 
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Mr. Marcus achieved a dual B.S. from Syracuse University School of Management in 1982 and attended 

Harvard Business School in 1984.  He actively serves on the Board of Asset Alliance and the Gene Siskel 

Film Center, School of the Art Institute in Chicago.  

Roger Edwards 

Mr. Edwards is a highly regarded Canadian designer with over thirty years of experience designing and 

producing with premier Canadian apparel manufacturers. He has developed a reputation as one of the 

top 'Made in Canada' designers and has designed apparel collections with Adidas, Reebok, the National 

Basketball Association, the National Hockey League, the National Football League, Major League 

Baseball and Team Canada. 

Cesare Fazari 

Mr. Fazari is a founding partner of Northwood Developments and has been active in the company for 

over 30 years. He specializes in commercial retail rollout, having completed thousands of turnkey 

projects for major commercial franchises such as Shoppers Drug Mart, Marshalls, Trade Secrets and 

Public Mobile to name a few.  

Mr. Fazari has been the seed Venture Capital investor in many successful public companies such as 

Hydropothacary Corp., Ianthus, Drone Delivery Services and others, and is the current chief executive 

officer of RYU Apparel, Inc., a Canada-based urban athletic apparel company listed on the TSXV, 

since 2014. 

Audit Committee Oversight 

At no time since the commencement of the Company’s most recently completed financial year, was a 

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

by the Company’s Board. 

Reliance on Certain Exemptions 

Since the commencement of the Company’s most recently completed financial year, the Company has 

not relied on the exemptions in Sections 2.4, 6.1.1(4), 6.1.1(5), or 6.1.1(6) or Part 8 of NI 52-110. 

Pre-Approval Policies and Procedures 

Formal policies and procedures for the engagement of non-audit services have yet to be formulated and 

adopted. Subject to the requirements of NI 52-110, the engagement of non-audit services is considered 

by, as applicable, the Board and the Audit Committee, on a case-by-case basis. 

External Auditor Service Fees (By Category) 

In the following table, “Audit Fees” are fees billed by the Company’s external auditor for services 

provided in auditing the Company’s annual financial statements for the subject year.  “Audit-Related 

Fees” are fees not included in audit fees that are billed by the auditor for assurance and related services 

that are reasonably related to the performance of the audit review of the Company’s financial 

statements.  “Tax Fees” are fees billed by the auditor for professional services rendered for tax 

compliance, advice and planning.  “All Other Fees” are fees billed by the auditor for products and 

services not included in the foregoing categories. 
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The aggregate fees billed by the Company’s external auditors in each of the last two financial years, by 

category, are as follows:  

Financial Year 

Ended Audit Fees Audit Related Fees Tax Fees All Other Fees 

December 31, 2019 $112,000 $1,366 $7,000 $Nil 

December 31, 2018 $112,000 $24,000 $10,600 $Nil 

Exemption 

The Company is relying on the exemption provided by Section 6.1 of NI 52-110 which provides that the 

Company, as a venture issuer, is not required to comply with Part 3 (Composition of the Audit 

Committee) and Part 5 (Reporting Obligations) of NI 52-110. 

MANAGEMENT CONTRACTS 

Other than disclosed herein, there were no management functions of the Company, which were, to any 

substantial degree, performed other than by the directors or executive officers of the Company. 

CORPORATE GOVERNANCE 

General 

The Board believes that good corporate governance improves corporate performance and benefits all 

Shareholders. National Policy – 58-201 Corporate Governance Guidelines, as adopted by the British 

Columbia Securities Commission, provides non-prescriptive guidelines on corporate governance 

practices for reporting issuers such as the Company. In addition, National Instrument 58-101 –  

Disclosure of Corporate Governance Practices, of the Canadian Securities Administrators, prescribes 

certain disclosure by the Company of its corporate governance practices. This disclosure is presented 

below. 

Board of Directors 

The Board facilitates its exercise of independent supervision over the Company’s management through 

meetings of the Board.   

Each of Bill Marcus and Roger Edwards are “independent”, in that they are independent and free from 

any interest and any business or other relationship which could, or could reasonably be perceived to, 

materially interfere with their respective abilities to act in the best interests of the Company.  As Cesare 

Fazari is the CEO of the Company, he is not considered independent. 

Directorships 

The following table sets out information regarding other directorships presently held by directors of the 

Company with other reporting issuers (or the equivalent) in Canada or any foreign jurisdiction:  

 

Name of Director 

Names of Other Reporting 

Issuers 

Securities Exchange 

Cesare Fazari YDX Innovation Corp. TSX Venture(1) 
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Name of Director 

Names of Other Reporting 

Issuers 

Securities Exchange 

TruTrace Technologies Inc. Canadian(2) 

(1)
 TSX Venture Exchange 

(2)
 Canadian Securities Exchange 

Orientation and Continuing Education 

New board members receive an orientation package which includes reports on operations and results, 

and any public disclosure filings by the Company, as may be applicable. The Company does not take any 

steps to provide continuing education for directors.  

Ethical Business Conduct 

The Board has found that the fiduciary duties placed on individual directors by the Company’s governing 

corporate legislation and the common law, and the restrictions placed by applicable corporate 

legislation on 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 Company. 

Nomination of Directors  

The Company considers its size each year when it considers the number of directors to recommend to 

the Shareholders for election at the annual meeting of Shareholders, taking into account the number 

required to carry out the Board’s duties effectively and to maintain a diversity of view and experience. 

The Board does not have a nominating committee. The full Board is involved in nomination of new 

candidates for Board positions. Board members are asked for recommendations of people that they 

know of or have heard of that would contribute to the success of the Company if added to the Board. 

Compensation  

The Board has not created or appointed a compensation committee, given the Company’s current size 

and stage of development. All tasks related to developing and monitoring the Company’s approach to 

the compensation of the NEOs and directors are performed by the members of the Board. The 

compensation of the NEOs, directors and the Company’s employees or consultants, if any, is reviewed, 

recommended and approved by the Board without reference to any specific formula or criteria.  

Other Board Committees 

The Board has no committees other than the Audit Committee. 

Assessments 

The Company has no formal policy to monitor the effectiveness of the directors, the Board and the Audit 

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

Except as otherwise disclosed herein, no director or executive officer of the Company, who was a 

director or executive officer since the beginning of the Company’s last financial year, no proposed 

nominee for election as a director of the Company, and no associates or affiliates of any such directors, 

executive officers or nominees, has any material interest, direct or indirect, by way of beneficial 

ownership of Shares or other securities of the Company or otherwise, in any matter to be acted upon at 

the Meeting other than the election of directors. 

PARTICULARS OF MATTERS TO BE ACTED UPON 

As of the date of this Information Circular, management knows of no other matters to be acted upon at 

the Meeting.  However, should any other matters properly come before the Meeting, the Shares 

represented by the Proxy solicited hereby will be voted on such matters in accordance with the best 

judgment of the persons voting the Shares represented by the Proxy. 

OTHER MATTERS 

Approval of Amendment to Revised 2014 Plan and LTIP 

At the Meeting, Shareholders will be asked to pass an ordinary resolution to approve an increase in the 

number of Shares issuable pursuant to the Revised 2014 Plan and the LTIP, attached hereto as 

Schedule “B”, from 11,687,701 to 35,838,707, being the number equal to 20% of the issued and 

outstanding Shares as at January 15, 2021, or such other number of Shares as may be permitted by the 

Exchange.  

On January 15, 2021, the Board approved the increase in the number of Shares issuable pursuant to the 

Revised 2014 Plan and the LTIP from 11,687,701 to 35,838,707, subject to and effective upon receipt of 

the Shareholder approval and the Exchange approval.  

The Company currently has stock options and other securities authorized to be issued under the LTIP to 

acquire an aggregate of 11,687,701 Shares, pursuant to the Revised 2014 Plan and the LTIP, leaving a 

total of 66,500 stock options and other securities available for grants. 

The Revised 2014 Plan and LTIP are fixed incentive plans, whereby the aggregate number of Shares 

reserved for issuance under such plans, including any other plan or agreement of the Company, shall not 

exceed 20% of the issued and outstanding Shares on January 15, 2021. The purpose of the incentive 

plans is to advance the interests of the Company and its shareholders by attracting, retaining and 

motivating the performance of selected directors, officers, employees or consultants of the Company of 

high caliber and potential and to encourage and enable such persons to acquire and retain a proprietary 

interest in the Company by ownership of its stock. 

Shareholders will be asked to consider and, if thought fit, to pass the resolution set out below. In order 

to be effective, the resolution must be approved by a majority of the votes cast in person or by proxy in 

respect thereof by the Shareholders and approved by the Exchange. Shareholders may contact the 

Company at its office by mail at the address set out on Page 1 of this Information Circular to request a 

copy of the Revised 2014 Plan and the LTIP. 
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At the Meeting, the Shareholders will be asked to pass an ordinary resolution, which must be approved 

by a simple majority of the votes cast by Shareholders (with directors, officers and 10% shareholders 

being excluded from voting), the text of which will be in substantially the following form: 

“BE IT RESOLVED, as an ordinary resolution of the Shareholders, with or without 

amendment, that: 

1.  the number of common shares of the Company issuable pursuant to the Revised 2014 

Stock Option Plan and the Long-Term Performance Incentive Plan (together, the 

“Plans”) be increased from 11,687,701 to 35,838,707, which equals 20% of the issued 

and outstanding common shares of the Company on January 15, 2021, or such other 

number of common shares of the Company as may be permitted by the TSX Venture 

Exchange; 

2. the board of directors of the Company be authorized on behalf of the Company to make 

any amendments to the Plans as may be required by regulatory authorities, without 

further approval of the shareholders of the Company, in order to ensure re-approval of 

the Plans; and 

4. any one director or officer of the Company be and is hereby authorized and directed to 

do all such acts and things and to execute and deliver, under the corporate seal of the 

Company or otherwise, all such deeds, documents, instruments and assurances as in his 

or her opinion may be necessary or desirable to give effect to this resolution, including 

making any amendments to the Plans as may be required by regulatory authorities, 

without further approval of the shareholders of the Company.” 

Management recommends that Shareholders vote for the approval of the proposed amendments to 

the Plans. 

Approval of Share Issuance to Former CEO and Director 

The Company is seeking disinterested shareholder approval as an ordinary resolution to approve the 

issuance of 800,000 common shares in the capital of the Company (on an adjusted, post-consolidated 

basis) (the “Severance Shares”) to Marcello Leone, a former Chief Executive Officer and director of the 

Company in connection with the conversion of a $320,000 severance liability currently owed by the 

Company to Mr. Leone in connection with his transition from the Company in April 2020 

(the “Severance Liability”).  Any Shares held and voted by Mr. Leone, including any Shares held and 

voted by his Affiliates and Associates (as such terms are defined by the policies of the TSXV) will be 

disregarded and not counted in determining whether shareholder approval of the issuance of Severance 

Shares is obtained at the Meeting. 

Pursuant to a shares for debt submission submitted by the Company to the TSXV in April 2020, the 

Company sought approval from the TSXV to convert the Severance Liability in favor or Mr. Leone into 

800,000 common shares of the Company (formerly 8,000,000 common shares on a pre-consolidation 

basis) at a deemed price of $0.40 (formerly $0.04 on a pre-consolidation basis).  The proposed issuance 

of the Severance Shares will constitute 0.44% of the Company’s issued and outstanding shares based on 

the Company’s 179,993,537 current number of issued and outstanding shares.  Due to the severance 

amount involved, the TSXV advised that approval for the issuance of the Severance Shares was 

conditional upon receipt of disinterested shareholder approval at the Company’s next shareholder 

meeting.  In the event that the Company is unable to obtain disinterested shareholder approval at the 

Meeting and unable to obtain final TSXV approval for the issuance of the Severance Shares, the 
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Company has agreed that the Severance Liability will remain as a non-interest bearing unsecured liability 

of the Company until paid.  The Company has covenanted with Mr. Leone to undertake all commercially 

reasonable efforts to obtain shareholder approval at the Meeting to approve the conversion of the 

Severance Liability into the Severance Shares. 

Management recommends that Shareholders vote for the approval of the issuance of the Settlement 

Shares and conversion of the Severance Liability. 

Re-Approval and Authorization of Shareholder Rights Plan 

At the Meeting, Shareholders will be asked to pass an ordinary resolution to re-approve a shareholder 

rights plan (the “Rights Plan”). 

 

The objectives of the Rights Plan are to ensure, to the extent possible, that all shareholders are treated 

equally and fairly in connection with any take-over bid or similar proposal to acquire common shares of 

the Company. 

The following is a summary of the Rights Plan and is qualified in its entirety by the full text of the Rights 

Plan, a copy of which is attached as Schedule “C” to the notice of meeting and information circular dated 

November 9, 2017, which has been filed on SEDAR. A copy of the Rights Plan will be available at the 

Meeting and is available upon request from Alex McAulay, Chief Financial Officer, at 1745 West 4th 

Avenue, Vancouver, BC  V6J 1M2, Telephone No.: (604) 235-2880. 

 

Take-over bids may be structured in such a way as to be coercive or discriminatory in effect, or may be 

initiated at a time when it will be difficult for the Board to prepare an adequate response. Such offers 

may result in shareholders receiving unequal or unfair treatment, or not realizing the full or maximum 

value of their investment in the Company.  

 

The Rights Plan discourages the making of any such offers by creating the potential of significant dilution 

to any offeror who does so. This potential is created through the issuance to all shareholders of 

contingent rights to acquire additional common shares of the Company at a significant discount to then 

prevailing market prices, which could, in certain circumstances, become exercisable by all shareholders 

other than an offeror and its associates, affiliates and joint actors.  

 

An offeror can avoid that potential by making an offer that either: (i) qualifies as a “Permitted Bid” 

under the Rights Plan, and therefore meets certain specified conditions (including a minimum deposit 

period of 105 days) which aim to ensure that all shareholders are treated fairly and equally; or (ii) does 

not qualify as a “Permitted Bid” but is negotiated with the Company and has been exempted by the 

Board of Directors from the application of the Rights Plan in light of the opportunity to bargain for 

agreed terms and conditions to the offer that are believed to be in the best interests of shareholders. 

 

Notwithstanding that there have been recent amendments to the current Canadian securities legislation 

which include, inter alia, an increased minimum deposit period from 35 days to 105 days, the Board of 

Directors believes that the re-approval of the Rights Plan remains in the best interests of the Company 

and will ensure that all shareholders have an equal opportunity to participate in a change of control 

transaction. 

 

The Rights Plan is not being proposed in response to, or in anticipation of, any pending, threatened or 

proposed acquisition or takeover bid that is known to the management of the Company. The re-

approval of the Rights Plan is also not intended as a means to prevent a take-over of the Company, to 
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secure the continuance of management or the directors in their respective offices, or to deter fair offers 

for the common shares of the Company. 

 

The following summary of the Rights Plan is qualified in its entirety by reference to the complete text of 

the Shareholder Rights Plan Agreement to be entered into between the Company and Computershare 

Trust Company of Canada, as rights agent or such other rights agent as the directors of the Company 

may determine, in connection with the Rights Plan (if approved by the shareholders), the full text of 

which is attached as Schedule “C” to the notice of meeting and information circular dated November 9, 

2017, which has been filed on SEDAR. The Rights Plan shall govern in the event of any conflict between 

the provisions thereof and this summary.  

 

Term 

 

If re-approved at the Meeting, the Rights Plan (subject to earlier termination in accordance with its 

terms) will remain in effect until the third anniversary of the Meeting unless Independent Shareholders 

of the Company (as defined in the Rights Plan) ratify and confirm the Rights Plan. 

 

Issue of Rights 

 

One right (a “Right”) will be issued by the Company in respect of each Share that is outstanding at the 

close of business on the date of the Shareholder Rights Plan Agreement (the “Record Time”). One Right 

will also be issued for each additional Share (or other voting share of the Company) issued after the 

Record Time and prior to the earlier of the Separation Time (as defined below) and the time at which 

the Rights expire and terminate. 

 

The issuance of the Rights is not dilutive and will not affect reported earnings or cash flow per share 

unless the Rights separate from the underlying shares in connection with which they were issued and 

become exercisable or are exercised. 

 

The issuance of the Rights will also not change the manner in which Shareholders currently trade their 

Shares, and is not intended to interfere with the Company’s ability to undertake equity offerings in the 

future. 

 

Separation Time / Ability to Exercise Rights 

 

The Rights are not exercisable, and are not separable from the shares in connection with which they 

were issued, until the “Separation Time”, being the close of business on the date that is 10 business days 

after the public announcement of a person becoming an Acquiring Person (as defined below), the 

commencement of or first public announcement or disclosure of the intent of any person to make a 

take-over bid that does not qualify as a Permitted Bid (as defined below), the date on which a Permitted 

Bid ceases to qualify as a Permitted Bid, or such later time as the Board of Directors may determine. 

 

Acquiring Person 

 

A person will be considered to be an Acquiring Person for the purposes of the Rights Plan if they, 

together with their associates, affiliates and joint actors, acquire beneficial ownership (within the 

meaning of the Rights Plan) over 20% or more of the outstanding voting shares of the Company other 

than pursuant to a Permitted Bid or another type of transaction that is excepted under the Rights Plan. 
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In general terms, a person will not be considered to be an Acquiring Person for the purposes of the 

Rights Plan if it becomes the holder of 20% or more of the voting shares by reason of: (i) a reduction of 

the number of voting shares outstanding; (ii) an acquisition under a Permitted Bid (as defined below); 

(iii) an acquisition in respect of which the Board of Directors of the Company has waived the application 

of the Rights Plan; (iv) an acquisition under a dividend or interest reinvestment plan or a stock dividend 

or similar pro rata event; (v) an acquisition from treasury that does not result in an increase in the 

person’s proportionate shareholdings; or (vi) the exercise of convertible securities that were themselves 

received by the person pursuant to such a transaction; provided, however, that any subsequent increase 

by 1% or more in the person’s shareholdings (other than pursuant to an exempt transaction) will cause 

the person to be an Acquiring Person for the purposes of the Rights Plan. 

 

Consequences of a Flip-in Event 

 

A “Flip-in Event” refers to any transaction or event pursuant to which a person becomes an Acquiring 

Person. Following the occurrence of a Flip-in Event as to which the Board of Directors has not waived 

the application of the Rights Plan, each Right held by: 

 

a) an Acquiring Person (or any of its associates, affiliates or joint actors) on or after the earlier of 

the Separation Time or the first date of public announcement that an Acquiring Person has 

become such, shall become null and void; and 

 

b) any other shareholder shall entitle the holder thereof to purchase additional common shares 

from the Company at a substantial discount to the prevailing market price at the time. 

 

Permitted Bid Requirements 

 

An offeror may make a take-over bid for the Company without becoming an Acquiring Person (and 

therefore subject to the consequences of a Flip-in Event described above) if it makes a take-over bid (a 

“Permitted Bid”) that meets certain requirements, including that the bid must be: 

 

a) made pursuant to a formal take-over bid circular under applicable securities laws; 

 

b) made to all registered holders of voting shares (other than the offeror); and 

 

c) subject to irrevocable and unqualified provisions that: 

 

a. the bid will remain open for acceptance for at least 105 days from the date of the bid; 

 

b. the bid will be subject to a minimum tender condition of more than 50% of the voting 

shares held by independent shareholders; 

 

c. the bid will be extended for at least 10 business days if more than 50% of the voting 

shares held by independent shareholders are deposited to the bid (and the offeror shall 

make a public announcement of that fact); and 

 

d. any shares deposited can be withdrawn until taken up and paid for. 

 

A competing take-over bid that is made while a Permitted Bid is outstanding and satisfies all of the 

criteria for Permitted Bid status, except that it may expire on the same date (which may be less than 105 
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days after such bid is commenced) as the Permitted Bid that is outstanding, will be considered to be a 

“Permitted Bid” for the purposes of the Rights Plan. 

 

Certificates and Transferability 

 

Before the Separation Time, the Rights will be evidenced by a legend imprinted on share certificates 

issued after the effective date of the Shareholder Rights Plan Agreement. Although Rights will also be 

attached to Shares outstanding on the effective date, share certificates issued before the effective date 

will not (and need not) bear the legend. Shareholders will not be required to return their certificates to 

be entitled to the benefits of the Rights Plan. 

 

From and after the Separation Time, Rights will be evidenced by separate certificates. 

 

Before the Separation Time, Rights will trade together with, and will not be transferable separately 

from, the shares in connection with which they were issued. From and after the Separation Time, Rights 

will be transferable separately from the shares. 

 

Waiver 

 

A potential offeror for the Company that does not wish to make a Permitted Bid can nevertheless 

negotiate with the Board of Directors to make a formal take-over bid on terms that the Board of 

Directors considers fair to all shareholders, in which case the Board may waive the application of the 

Rights Plan. Any waiver of the Rights Plan’s application in respect of a particular take-over bid will 

constitute a waiver of the Rights Plan in respect of any other formal take-over bid made while the initial 

bid is outstanding. 

 

The Board of Directors may also waive the application of the Rights Plan in respect of a particular Flip-in 

Event that has occurred through inadvertence, provided that the Acquiring Person that inadvertently 

triggered the Flip-in Event thereafter reduces its beneficial holdings below 20% of the outstanding 

voting shares of the Company within 14 days or such other date as the Board of Directors may 

determine. 

 

With Shareholder approval, the Board of Directors may waive the application of the Rights Plan to any 

other Flip-in Event prior to its occurrence. 

 

Redemption 

 

Rights are deemed to be redeemed following completion of a Permitted Bid (including a competing 

Permitted Bid) or any other take-over bid in respect of which the Board of Directors has waived the 

Rights Plan’s application. 

 

With requisite approval, the Board of Directors may also, prior to the occurrence of a Flip-in Event, elect 

to redeem all (but not less than all) of the then outstanding Rights at a nominal redemption price of 

$0.00001 per right. 
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Directors’ Duties  

 

The re-approval of the Rights Plan will not in any way lessen or affect the duty of the Board to act 

honestly and in good faith with a view to the best interests of the Company. In the event of a take-over 

bid or any other such proposal, the Board will still have the duty to take such actions and make such 

recommendations to shareholders as are considered appropriate. 

 

Amendments 

 

The Company may, prior to the Meeting, amend the Shareholder Rights Plan Agreement without 

shareholder approval. If the Rights Plan is re-approved at the Meeting, amendments will thereafter be 

subject to shareholder approval, unless to correct any clerical or typographical error or (subject to 

confirmation at the next meeting of shareholders) make amendments that are necessary to maintain 

the Rights Plan’s validity as a result of changes in applicable legislation, rules or regulations. 

 

After re-approval, any amendments will also be subject to any requisite approval of any stock exchange 

on which the Shares are then trading. 

The Board is requesting that Shareholders re-approve the Rights Plan. Accordingly, at the Meeting, 

Shareholders will be asked to consider, and if thought fit, to approve the following ordinary resolution 

(the “Rights Plan Resolution”): 

“BE IT HEREBY RESOLVED, as an ordinary resolution of the shareholders of RYU Apparel Inc. (the 

“Company”), with or without amendment, that: 

1. the re-approval by the Company of a shareholder rights plan (the “Rights Plan”), in the form 

attached as Schedule “C” to the management information circular of the Company dated 

November 9, 2017, be and is hereby re-approved and authorized; 

2. the board of directors of the Company be authorized on behalf of the Company to make any 

amendments to the Rights Plan as may be required by regulatory authorities, without further 

approval of the shareholders of the Company, in order to ensure re-approval of the Rights Plan; 

and 

3. any one director or officer of the Company be and is hereby authorized and directed to do all 

such acts and things and to execute and deliver, under the corporate seal of the Company or 

otherwise, all such deeds, documents, instruments and assurances as in his or her opinion may 

be necessary or desirable to give effect to this resolution, including making any amendments to 

the Rights Plan as may be required by regulatory authorities, without further approval of the 

shareholders of the Company.” 

 

Management recommends that Shareholders vote for the Rights Plan Resolution. 
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ADDITIONAL INFORMATION 

Additional information about the Company can be obtained free of charge through the SEDAR website 

at www.sedar.com.  Shareholders may also contact Alex McAulay, Chief Financial Officer, at 1745 

West 4th Avenue, Vancouver, British Columbia  V6J 1M2, Telephone: (604) 235-8880, to request copies 

of the Company’s financial statements and the related Management’s Discussion and Analysis 

(the “MD&A”).  Financial information is provided in the Company’s comparative annual financial 

statements and MD&A for its most recently completed financial year and in the financial statements and 

MD&A for subsequent periods, which are available on SEDAR. 

Dated at Vancouver, British Columbia, the 25th day of January, 2021. 

ON BEHALF OF THE BOARD OF DIRECTORS OF 

RYU APPAREL INC. 

 

“Cesare Fazari”  

Cesare Fazari 

Chief Executive Officer and Director



 

 

SCHEDULE “A” 

AUDIT COMMITTEE CHARTER 

 

Purpose of the Committee 

The purpose of the Audit Committee is to assist the Board of Directors (the “Board”) in its oversight of 

the integrity of Respect Your Universe, Inc.’s (the “Company”) financial statements and other relevant 

public disclosures, the Company’s compliance with legal and regulatory requirements relating to 

financial reporting, the external auditors’ qualifications and independence and the performance of the 

internal audit function and the external auditors. 

Members of the Audit Committee 

At least one member must be “financially literate” as defined under National Instrument 52-110 Audit 

Committees (“NI 52-110”) and must be an “audit committee financial expert” as defined in Item 407 of 

Regulation S-K of the U.S. Securities and Exchange Commission having sufficient accounting or related 

financial management expertise to read and understand a set of financial statements, including the 

related notes, that present a breadth and level of complexity of accounting issues that are generally 

comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by 

the Company’s financial statements. 

A majority of the members of the Audit Committee must be “independent” as defined under Rule 10A-3 

under the U.S. Securities and Exchange Act of 1934, as amended and NI 52-110, while the Company is in 

the developmental stage of its business. 

The Board shall approve the members of the Audit Committee. 

Relationship with External Auditors 

The external auditors are the independent representatives of the Shareholders, but the external 

auditors are also accountable to the Board of Directors and the Audit Committee. 

The external auditors must be able to complete their audit procedures and reviews with professional 

independence, free from any undue interference from the management or directors. 

The Audit Committee must direct and ensure that the management fully co-operates with the external 

auditors in the course of carrying out their professional duties. 

The Audit Committee will have direct communications access at all times with the external auditors, and 

the external auditors will report directly to the Audit Committee. 

The Audit Committee shall pre-approve all services provided by the external auditors. 

Non-Audit Services 

The external auditors are prohibited from providing any non-audit services to the Company, without the 

express written consent of the Audit Committee. In determining whether the external auditors will be 

granted permission to provide non-audit services to the Company, the Audit Committee must consider 

that the benefits to the Company from the provision of such services, outweighs the risk of any 
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compromise to or loss of the independence of the external auditors in carrying out their auditing 

mandate. 

Notwithstanding section 4.1, the external auditors are prohibited at all times from carrying out any of 

the following services, while they are appointed the external auditors of the Company: 

(a) acting as an agent of the Company for the sale of all or substantially all of the 

undertaking of the Company; and 

(b)  performing any non-audit consulting work for any director or senior officer of the 

Company in their personal capacity, but not as a director, officer or insider of any other 

entity not associated or related to the Company. 

Appointment of Auditors 

The external auditors will be appointed each year by the Audit Committee, which appointment shall be 

submitted for ratification to the Shareholders of the Company at the annual general meeting of the 

Shareholders. 

Evaluation of Auditors 

The Audit Committee will review the performance of and fees paid to the external auditors on at least 

an annual basis, and notify the Board and the external auditors in writing of any concerns in regards to 

the performance of the external auditors, or the accounting or auditing methods, procedures, 

standards, or principles applied by the external auditors, or any other accounting or auditing issues 

which come to the attention of the Audit Committee. 

Remuneration of the Auditors 

The remuneration of the external auditors will be paid upon approval by the Audit Committee. 

The remuneration of the external auditors will be determined based on the time required to complete 

the audit and preparation of the audited financial statements, and the difficulty of the audit and 

performance of the standard auditing procedures under generally accepted auditing standards and 

generally accepted accounting principles of the United States. 

Termination of the Auditors 

The Audit Committee has the power to terminate the services of the external auditors, with or without 

the approval of the Board of Directors. 

Funding of Auditing and Consulting Services 

Auditing expenses and ordinary administrative expenses of the Audit Committee will be funded by the 

Company. The auditors must not perform any other consulting services for the Company, which could 

impair or interfere with their role as the independent auditors of the Company. 

Oversight of Internal Controls 

The Audit Committee will have the oversight responsibility for ensuring that the internal controls over 

financial reporting are implemented, maintained and monitored, and that such internal controls are 

effective. 
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Continuous Disclosure Requirements 

The Audit Committee shall review and discuss with senior management and the external auditor, before 

recommending them for approval by the Board: (1) annual consolidated financial statements of the 

Company and the related management’s discussion and analysis, and (ii) all critical accounting policies. 

The Audit Committee will approve the quarterly consolidated financial statements of the Company and 

the related management’s discussion and analysis after discussion with senior management and the 

external auditor. 

Other Auditing Matters 

The Audit Committee may meet with the Auditors independently of the management of the Company at 

any time, acting reasonably. 

The Auditors are authorized and directed to respond to all enquiries from the Audit Committee in a 

thorough and timely fashion, without reporting these enquiries or actions to the Board of Directors or 

the management of the Company. 

Annual Review 

The Audit Committee Charter will be reviewed annually by the Board of Directors and the Audit 

Committee to assess the adequacy of this Charter. 

The Audit Committee will conduct an annual self-evaluation of its performance. 

Independent Advisers 

The Audit Committee shall have the power to retain legal, accounting or other advisors to assist the 

Committee and the Company shall provide appropriate funding for the Audit Committee to retain such 

advisors. 



 

 

SCHEDULE “B” 

STOCK OPTION PLAN AND LONG-TERM PERFORMANCE INCENTIVE PLAN 



 

 

RYU APPAREL INC. 

 

Revised 2014 Stock Option Plan 

 

 This Revised 2014 Stock Option Plan (the “Plan”) provides for the grant of options to acquire shares 

of common stock, no par value (the “Common Stock”), of RYU Apparel Inc., a British Columbia company (the 

“Company”).  For the purposes of Eligible Employees (as defined below) who are subject to tax in the United States, 

stock options granted under this Plan that qualify under Section 422 of the United States Internal Revenue Code of 

1986, as amended (the “Code”), are referred to in this Plan as “Incentive Stock Options”.  Incentive Stock Options and 

stock options that do not qualify under Section 422 of the Code (“Non-Qualified Stock Options”) and stock options 

granted to non-United States residents under this Plan are referred to collectively as “Options”. 

1. PURPOSE 

1.1 The purpose of this Plan is to retain the services of valued key employees and consultants of the 

Company and such other persons as the Plan Administrator shall select in accordance with Section 3 below, and to 

encourage such persons to acquire a greater proprietary interest in the Company, thereby strengthening their 

incentive to achieve the objectives of the shareholders of the Company, and to serve as an aid and inducement in 

the hiring of new employees and to provide an equity incentive to consultants and other persons selected by the 

Plan Administrator. 

1.2 This Plan shall at all times be subject to all legal requirements relating to the administration of 

stock option plans, if any, under applicable Canadian federal and provincial, and United States federal and state 

securities laws, the Code, the rules of any applicable stock exchange or stock quotation system, and the rules of 

any foreign jurisdiction applicable to Options granted to residents therein (collectively, the “Applicable Laws”). 

2. ADMINISTRATION 

2.1 This Plan shall be administered initially by the Board of Directors of the Company (the “Board”), 

except that the Board may, in its discretion, establish a committee composed of two (2) or more members of the 

Board to administer the Plan, which committee (the “Committee”) may be an executive, compensation or other 

committee, including a separate committee especially created for this purpose. The Board or, if applicable, the 

Committee is referred to herein as the “Plan Administrator”. 

2.2 If and so long as the Common Stock is registered under Section 12(b) or 12(g) of the United 

States Securities Exchange Act of 1934, as amended (the “Exchange Act”), the Board shall consider in selecting the 

Plan Administrator and the membership of any Committee, with respect to any persons subject or likely to become 

subject to Section 16 of the Exchange Act, the provisions regarding (a) “outside directors” as contemplated by 

Section 162(m) of the Code, and (b) “Non-Employee Directors” as contemplated by Rule 16b-3 under the Exchange 

Act. 

2.3 The Committee shall have the powers and authority vested in the Board hereunder (including the 

power and authority to interpret any provision of the Plan or of any Option).  The members of any such Committee 

shall serve at the pleasure of the Board.  A majority of the members of the Committee shall constitute a quorum, 

and all actions of the Committee shall be taken by a majority of the members present.  Any action may be taken by 

a written instrument signed by all of the members of the Committee and any action so taken shall be fully effective 

as if it had been taken at a meeting. 

2.4 The Board may at any time amend, suspend or terminate the Plan, subject to such shareholder 

approval as may be required by Applicable Laws, including the rules of an applicable stock exchange or other 

national market system, provided that: 

(a) no Options may be granted during any suspension of the Plan or after termination of the Plan; 

and 



 

 

(b) any amendment, suspension or termination of the Plan will not affect Options already granted, 

and such Options will remain in full force and affect as if the Plan had not been amended, 

suspended or terminated, unless mutually agreed otherwise between the Optionee (as defined 

below) and the Plan Administrator, which agreement will have to be in writing and signed by the 

Optionee and the Company. 

2.5 Subject to the provisions of this Plan, and with a view to effecting its purpose, the Plan 

Administrator shall have sole authority, in its absolute discretion, to: 

(a) construe and interpret this Plan; 

(b) define the terms used in the Plan; 

(c) prescribe, amend and rescind the rules and regulations relating to this Plan; 

(d) correct any defect, supply any omission or reconcile any inconsistency in this Plan; 

(e) grant Options under this Plan; 

(f) determine the individuals to whom Options shall be granted under this Plan and whether the 

Option is an Incentive Stock Option or a Non-Qualified Stock Option, or otherwise; 

(g) determine the time or times at which Options shall be granted under this Plan; 

(h) determine the number of shares of Common Stock subject to each Option, the exercise price of 

each Option, the duration of each Option and the times at which each Option shall become 

exercisable; 

(i) determine all other terms and conditions of the Options; and 

(j) make all other determinations and interpretations necessary and advisable for the 

administration of the Plan.   

2.6 All decisions, determinations and interpretations made by the Plan Administrator shall be binding 

and conclusive on all participants in the Plan and on their legal representatives, heirs and beneficiaries, subject to 

any contrary determination by the Board. 

3. ELIGIBILITY 

3.1 Incentive Stock Options may be granted to any individual who, at the time the Option is granted, 

is an employee of the Company or any Related Company (as defined below) (“Eligible Employees”) subject to tax in 

the United States. 

3.2 Non-Qualified Stock Options may be granted to Eligible Employees, Consultants, and to such 

other persons who are not Eligible Employees as the Plan Administrator shall select, subject to any Applicable 

Laws.   

3.3 Options may be granted in substitution for outstanding options of another company in 

connection with the merger, consolidation, acquisition of property or stock or other reorganization between such 

other company and the Company or any subsidiary of the Company.  Options also may be granted in exchange for 

outstanding Options.   

3.4 Unless otherwise approved by the Plan Administrator and Disinterested Shareholders (as such 

term is defined in Applicable Laws), no person shall be eligible to receive in any fiscal year Options to purchase 



 

 

more than 5% of the outstanding shares of Common Stock (subject to adjustment as set forth in Section 5.1(m) 

hereof).  Any person to whom an Option is granted under this Plan is referred to as an “Optionee”.  Any person 

who is the owner of an Option is referred to as a “Holder”. 

3.5 While the Common Stock is listed on the TSX Venture Exchange (the “TSXV”), the maximum 

number shares of Common Stock subject to an Option to a Holder who is a Consultant (as defined by the policies 

of the TSXV) is presently limited to an amount equal to 2% of the then issued and outstanding shares of Common 

Stock (on a non-diluted basis) in any 12 month period. 

3.6 While the Common Stock is listed on the TSXV, the number of options granted to all persons in 

aggregate who are employed to perform Investor Relations Activities (as defined by the policies of the TSXV) is 

presently limited to an amount equal to 2% of the then issued and outstanding shares of Common Stock (on a non-

diluted basis) in any 12 month period, provided that such Options vest in stages over a 12 month period with no 

more than 1/4 of the Options vesting in any 3 month period. 

3.7 While the Common Stock is listed on the TSXV, the exercise price of the shares of Common Stock 

covered by each Option shall be determined by the Board or the Committee and the exercise price shall not be less 

than the price permitted by any stock exchange on which the common shares are then listed or other regulatory 

body having jurisdiction.  

3.8 While the Common Stock is listed on the TSXV, only individuals that a bona fide Directors, 

Employees, or Consultants of the Company or a subsidiary of the Company at the time of grant of such Options will 

be eligible to receive Options and the Company will ensure only eligible individuals receive Options. 

3.9 As used in this Plan, the term “Related Company” shall mean any company (other than the 

Company) that is a “Parent Company” of the Company or “Subsidiary Company” of the Company, as those terms 

are defined in Sections 424(e) and 424(f), respectively, of the Code (or any successor provisions) and the 

regulations thereunder (as amended from time to time). 

4. STOCK 

4.1 The Plan Administrator is authorized to grant Options to acquire up to a total of 35,838,707 

shares of Common Stock. The number of shares of Common Stock with respect to which Options may be granted 

hereunder is subject to adjustment as set forth in Section 5.1(m) hereof.  In the event that any outstanding Option 

expires or is terminated for any reason, the shares of Common Stock allocable to the unexercised portion of such 

Option may again be subject to an Option granted to the same Optionee or to a different person eligible under 

Section 3 of this Plan; provided however, that any cancelled Options will be counted against the maximum number 

of shares with respect to which Options may be granted to any particular person as set forth in Section 3 hereof. 

5. TERMS AND CONDITIONS OF OPTIONS 

5.1 Each Option granted under this Plan shall be evidenced by a written agreement approved by the 

Plan Administrator (the “Agreement”).  Agreements may contain such provisions, not inconsistent with this Plan, 

as the Plan Administrator in its discretion may deem advisable.  All Options also shall comply with the following 

requirements: 

(a) Number of Shares and Type of Option 

Each Agreement shall state the number of shares of Common Stock to which it pertains and, for 

Optionees subject to tax in the United States, whether the Option is intended to be an Incentive 

Stock Option or a Non-Qualified Stock Option, provided that: 

(i) in the absence of action to the contrary by the Plan Administrator in connection with 

the grant of an Option, all Options shall be Non-Qualified Stock Options; 



 

 

(ii) the aggregate fair market value (determined at the Date of Grant, as defined below) of 

the stock with respect to which Incentive Stock Options are exercisable for the first time 

by an Optionee subject to tax in the United States during any calendar year (granted 

under this Plan and all other Incentive Stock Option plans of the Company, a Related 

Company or a predecessor company) shall not exceed U.S.$100,000, or such other limit 

as may be prescribed by the Code as it may be amended from time to time (the “Annual 

Limit”); and 

(iii) any portion of an Option which exceeds the Annual Limit shall not be void but rather 

shall be a Non-Qualified Stock Option. 

(b) Date of Grant 

Each Agreement shall state the date the Plan Administrator has deemed to be the effective date of 

the Option for purposes of this Plan (the “Date of Grant”). 

(c) Option Price 

Each Agreement shall state the price per share of Common Stock at which it is exercisable.  The Plan 

Administrator shall act in good faith to establish the exercise price in accordance with Applicable 

Laws;  provided that: 

(i) the per share exercise price for an Incentive Stock Option or any Option granted to a 

“covered employee” as such term is defined for purposes of Section 162(m) of the Code 

(“Covered Employee”) shall not be less than the fair market value per share of the 

Common Stock at the Date of Grant as determined by the Plan Administrator in good 

faith; 

(ii) with respect to Incentive Stock Options granted to greater-than-ten percent (>10%) 

shareholders of the Company (as determined with reference to Section 424(d) of the 

Code), the exercise price per share shall not be less than one hundred ten percent 

(110%) of the fair market value per share of the Common Stock at the Date of Grant as 

determined by the Plan Administrator in good faith; 

(iii) Options granted in substitution for outstanding options of another company in 

connection with the merger, consolidation, acquisition of property or stock or other 

reorganization involving such other company and the Company or any subsidiary of the 

Company may be granted with an exercise price equal to the exercise price for the 

substituted option of the other company, subject to any adjustment consistent with the 

terms of the transaction pursuant to which the substitution is to occur; and 

(iv) with respect to Non-Qualified Stock Options, the exercise price per share shall be 

determined by the Plan Administrator at the time the Option is granted, but such price 

shall not be less than the closing trading price of the Common Stock on the OTCBB on 

the last trading day preceding the date on which the Option is granted (or if the 

Common Stock is not then listed and posted for trading on the OTCBB, on such other 

stock exchange on which the Common Shares are listed and posted for trading as may 

be selected by the Board of Directors).  In the event that the Common Stock is not listed 

and posted for trading on any stock exchange or other quotation systems, the exercise 

price shall be the fair market value of the Common Stock as determined by the Plan 

Administrator. 

(d) Duration of Options 

At the time of the grant of the Option, the Plan Administrator shall designate, subject to 

paragraph 5.1(g) below, the expiration date of the Option, which date shall not be later than ten (10) 

years from the Date of Grant; provided, that the expiration date of any Incentive Stock Option 



 

 

granted to a greater-than-ten percent (>10%) shareholder of the Company (as determined with 

reference to Section 424(d) of the Code) shall not be later than five (5) years from the Date of Grant.  

In the absence of action to the contrary by the Plan Administrator in connection with the grant of a 

particular Option, and except in the case of Incentive Stock Options as described above, all Options 

granted under this Plan shall expire five (5) years from the Date of Grant. 

(e) Vesting Schedule 

No Option shall be exercisable until it has vested.  The vesting schedule for each Option shall be 

specified by the Plan Administrator at the time of grant of the Option prior to the provision of 

services with respect to which such Option is granted; provided that if no vesting schedule is 

specified at the time of grant, the Option shall vest immediately.  

The Plan Administrator may specify a vesting schedule for all or any portion of an Option based on 

the achievement of performance objectives established in advance of the commencement by the 

Optionee of services related to the achievement of the performance objectives.  Performance 

objectives shall be expressed in terms of one or more of the following:  return on equity, return on 

assets, share price, market share, sales, earnings per share, costs, net earnings, net worth, 

inventories, cash and cash equivalents, gross margin or the Company’s performance relative to its 

internal business plan, or such other terms as determined and directed by the Board.  Performance 

objectives may be in respect of the performance of the Company as a whole (whether on a 

consolidated or unconsolidated basis), a Related Company, or a subdivision, operating unit, product 

or product line of either of the foregoing.  Performance objectives may be absolute or relative and 

may be expressed in terms of a progression or a range.  An Option that is exercisable (in full or in 

part) upon the achievement of one or more performance objectives may be exercised only following 

written notice to the Optionee and the Company by the Plan Administrator that the performance 

objective has been achieved. 

(f) Acceleration of Vesting 

The vesting of one or more outstanding Options may be accelerated by the Plan Administrator at 

such times and in such amounts as it shall determine in its sole discretion.  The vesting of Options 

also shall be accelerated under the circumstances described in Section 5.1(m) below. 

(g) Term of Option 

(i) Options that have vested as specified by the Plan Administrator or in accordance with 

this Plan, shall terminate, to the extent not previously exercised, upon the occurrence of 

the first of the following events: 

A. the expiration of the Option, as designated by the Plan Administrator in 

accordance with Section 5.1(d) above; 

B. the date of an Optionee’s termination of employment or contractual 

relationship with the Company or any Related Company for cause (as 

determined in the sole discretion of the Plan Administrator); 

C. unless as otherwise provided for in the Agreement, the expiration of one year 

from the date of an Optionee’s termination of employment or contractual 

relationship with the Company or any Related Company for any reason 

whatsoever other than cause, death or Disability (as defined below);  

D. while the Common Stock is listed on the TSXV, Options granted to Holders 

engaged in investor relations activities (as defined by the policies of the TSXV) 

on behalf of our company expire 30 days after such optionees cease to perform 

such investor relations activities for our company;  or 



 

 

E. the expiration of one year from termination of an Optionee’s employment or 

contractual relationship by reason of death or Disability (as defined below). 

(ii) Upon the death of an Optionee, any vested Options held by the Optionee shall be 

exercisable only by the person or persons to whom such Optionee’s rights under such 

Option shall pass by the Optionee’s will or by the laws of descent and distribution of the 

Optionee’s domicile at the time of death and only until such Options terminate as 

provided above.   

(iii) For purposes of the Plan, unless otherwise defined in the Agreement, “Disability” shall 

mean medically determinable physical or mental impairment which has lasted or can be 

expected to last for a continuous period of not less than six (6) months or that can be 

expected to result in death.  The Plan Administrator shall determine whether an 

Optionee has incurred a Disability on the basis of medical evidence acceptable to the 

Plan Administrator.  Upon making a determination of Disability, the Plan Administrator 

shall, for purposes of the Plan, determine the date of an Optionee’s termination of 

employment or contractual relationship. 

(iv) Unless accelerated in accordance with Section 5.1(f) above, unvested Options shall 

terminate immediately upon the Optionee resigning from or the Company terminating 

the Optionee’s employment or contractual relationship with the Company or any 

Related Company for any reason whatsoever, including death or Disability.   

(v) For purposes of this Plan, transfer of employment between or among the Company 

and/or any Related Company shall not be deemed to constitute a termination of 

employment with the Company or any Related Company.  For purposes of this 

subsection, employment shall be deemed to continue while the Optionee is on military 

leave, sick leave or other bona fide leave of absence (as determined by the Plan 

Administrator). The foregoing notwithstanding, employment shall not be deemed to 

continue beyond the first ninety (90) days of such leave, unless the Optionee’s re-

employment rights are guaranteed by statute or by contract. 

(h) Exercise of Options 

(i) Options shall be exercisable, in full or in part, at any time after vesting, until 

termination.  If less than all of the shares included in the vested portion of any Option 

are purchased, the remainder may be purchased at any subsequent time prior to the 

expiration of the Option term.  No portion of any Option for less than fifty (50) shares 

(as adjusted pursuant to Section 5.1(m) below) may be exercised; provided, that if the 

vested portion of any Option is less than fifty (50) shares, it may be exercised with 

respect to all shares for which it is vested.  Only whole shares may be issued pursuant to 

an Option, and to the extent that an Option covers less than one (1) share, it is 

unexercisable. 

(ii) Options or portions thereof may be exercised by giving written notice to the Company, 

which notice shall specify the number of shares to be purchased, and be accompanied 

by payment in the amount of the aggregate exercise price for the Common Stock so 

purchased, which payment shall be in the form specified in Section 5.1(i) below.  The 

Company shall not be obligated to issue, transfer or deliver a certificate of Common 

Stock to the Holder of any Option, until provision has been made by the Holder, to the 

satisfaction of the Company, for the payment of the aggregate exercise price for all 

shares for which the Option shall have been exercised and for satisfaction of any tax 

withholding obligations associated with such exercise.   



 

 

(iii) During the lifetime of an Optionee, Options are exercisable only by the Optionee or in 

the case of a Non-Qualified Stock Option, transferee who takes title to such Option in 

the manner permitted by subsection 5.1(k) hereof. 

(i) Payment upon Exercise of Option 

Upon the exercise of any Option, the aggregate exercise price shall be paid to the Company in cash 

or by certified or cashier’s check.  In addition, if pre-approved in writing by the Plan Administrator 

who may arbitrarily withhold consent, the Holder may pay for all or any portion of the aggregate 

exercise price by complying with one or more of the following alternatives: 

(i) by delivering to the Company shares of Common Stock previously held by such Holder, 

or by the Company withholding shares of Common Stock otherwise deliverable pursuant 

to exercise of the Option, which shares of Common Stock received or withheld shall 

have a fair market value at the date of exercise (as determined by the Plan 

Administrator) equal to the aggregate exercise price to be paid by the Optionee upon 

such exercise; or 

(ii) by complying with any other payment mechanism approved by the Plan Administrator 

at the time of exercise. 

(j) No Rights as a Shareholder 

A Holder shall have no rights as a shareholder with respect to any shares covered by an Option until 

such Holder becomes a record holder of such shares, irrespective of whether such Holder has given 

notice of exercise.  Subject to the provisions of Section 5.1(m) hereof, no rights shall accrue to a 

Holder and no adjustments shall be made on account of dividends (ordinary or extraordinary, 

whether in cash, securities or other property) or distributions or other rights declared on, or created 

in, the Common Stock for which the record date is prior to the date the Holder becomes a record 

holder of the shares of Common Stock covered by the Option, irrespective of whether such Holder 

has given notice of exercise. 

(k) Transfer of Option 

(i) Options granted under this Plan and the rights and privileges conferred by this Plan may 

not be transferred, assigned, pledged or hypothecated in any manner (whether by 

operation of law or otherwise) other than by will or by applicable laws of descent and 

distribution or pursuant to a qualified domestic relations order, and shall not be subject 

to execution, attachment or similar process; provided however that, subject to 

applicable laws, for Non-Qualified Stock Options, the Optionee’s heirs or administrators 

may exercise any portion of the outstanding Options within one year of the Optionee’s 

death. 

(ii) Upon any attempt to transfer, assign, pledge, hypothecate or otherwise dispose of any 

Option or of any right or privilege conferred by this Plan contrary to the provisions 

hereof, or upon the sale, levy or any attachment or similar process upon the rights and 

privileges conferred by this Plan, such Option shall thereupon terminate and become 

null and void. 

(l) Securities Regulation and Tax Withholding 

(i) Shares shall not be issued with respect to an Option unless the exercise of such Option 

and the issuance and delivery of such shares shall comply with all Applicable Laws.  The 

inability of the Company to obtain from any regulatory body the authority deemed by 

the Company to be necessary for the lawful issuance and sale of any Options or shares 

under this Plan, or the unavailability of an exemption from registration for the issuance 



 

 

and sale of any shares under this Plan, shall relieve the Company of any liability with 

respect to the non-issuance or sale of such Options or shares. 

(ii) As a condition to the exercise of an Option, the Plan Administrator may require the 

Holder to represent and warrant in writing at the time of such exercise that the shares 

are being purchased only for investment and without any then-present intention to sell 

or distribute such shares.  At the option of the Plan Administrator, a stop-transfer order 

against such shares may be placed on the stock books and records of the Company, and 

a legend indicating that the stock may not be pledged, sold or otherwise transferred 

unless an opinion of counsel is provided stating that such transfer is not in violation of 

any applicable law or regulation, may be stamped on the certificates representing such 

shares in order to assure an exemption from registration.  The Plan Administrator also 

may require such other documentation as may from time to time be necessary to 

comply with federal, provincial or state securities laws.  THE COMPANY HAS NO 

OBLIGATION TO UNDERTAKE REGISTRATION OF OPTIONS OR THE SHARES OF STOCK 

ISSUABLE UPON THE EXERCISE OF OPTIONS. 

(iii) The Holder shall pay to the Company by certified or cashier’s check, promptly upon 

exercise of an Option or, if later, the date that the amount of such obligations becomes 

determinable, all applicable federal, state, provincial, local and foreign withholding 

taxes that the Plan Administrator, in its discretion, determines to result upon exercise of 

an Option or from a transfer or other disposition of shares of Common Stock acquired 

upon exercise of an Option or otherwise related to an Option or shares of Common 

Stock acquired in connection with an Option.  Upon approval of the Plan Administrator, 

a Holder may satisfy such obligation by complying with one or more of the following 

alternatives selected by the Plan Administrator: 

A. by delivering to the Company shares of Common Stock previously held by such 

Holder or by the Company withholding shares of Common Stock otherwise 

deliverable pursuant to the exercise of the Option, which shares of Common 

Stock received or withheld shall have a fair market value at the date of exercise 

(as determined by the Plan Administrator) equal to any withholding tax 

obligations arising as a result of such exercise, transfer or other disposition; or 

B. by complying with any other payment mechanism approved by the Plan 

Administrator from time to time. 

(iv) The issuance, transfer or delivery of certificates of Common Stock pursuant to the 

exercise of Options may be delayed, at the discretion of the Plan Administrator, until the 

Plan Administrator is satisfied that the applicable requirements of the federal, provincial 

and state securities laws and the withholding provisions under Applicable Laws have 

been met and that the Holder has paid or otherwise satisfied any withholding tax 

obligation as described in paragraph 5.1(l)(iii) above. 

(m) Stock Dividend or Reorganization 

(i) If: (1) the Company shall at any time be involved in a transaction described in 

Section 424(a) of the Code (or any successor provision) or any “corporate transaction” 

described in the regulations thereunder; (2) the Company shall declare a dividend 

payable in, or shall subdivide, reclassify, reorganize, or combine, its Common Stock; or 

(3) any other event with substantially the same effect shall occur, the Plan Administrator 

shall, subject to applicable law, with respect to each outstanding Option, 

proportionately adjust the number of shares of Common Stock subject to such Option 

and/or the exercise price per share so as to preserve the rights of the Holder 



 

 

substantially proportionate to the rights of the Holder prior to such event, and to the 

extent that such action shall include an increase or decrease in the number of shares of 

Common Stock subject to outstanding Options, the number of shares available under 

Section 4 of this Plan and the exercise price for such Options shall automatically be 

increased or decreased, as the case may be, proportionately, without further action on 

the part of the Plan Administrator, the Company, the Company’s shareholders, or any 

Holder, so as to preserve the proportional rights of the Holder. 

(ii) For greater certainty, the exercise price for any options and the number of shares of 

Common Stock deliverable upon the exercise of the Options will be subject to 

adjustment in the case of any capital reorganization or of any reclassification of the 

capital of the Company, or in the case of the consolidation, merger or amalgamation of 

the Company with or into any other company (hereinafter collectively referred to as a 

“Reorganization”), each Option will, after such Reorganization, confer the right to 

purchase the number of shares of Common Stock or other securities of the Company (or 

of the company resulting from such Reorganization) which the Holder would have been 

entitled to upon the Reorganization if the Holder had been a shareholder of the 

Company at the time of such Reorganization. 

(iii) In the event that the presently authorized capital stock of the Company is changed into 

the same number of shares with a different par value, or without par value, the stock 

resulting from any such change shall be deemed to be Common Stock within the 

meaning of the Plan, and each Option shall apply to the same number of shares of such 

new stock as it applied to old shares immediately prior to such change. 

(iv) If the Company shall at any time declare an extraordinary dividend with respect to the 

Common Stock, whether payable in cash or other property, the Plan Administrator may, 

subject to applicable law, in the exercise of its sole discretion and with respect to each 

outstanding Option, proportionately adjust the number of shares of Common Stock 

subject to such Option and/or adjust the exercise price per share so as to preserve the 

rights of the Holder substantially proportionate to the rights of the Holder prior to such 

event, and to the extent that such action shall include an increase or decrease in the 

number of shares of Common Stock subject to outstanding Options, the number of 

shares available under Section 4 of this Plan shall automatically be increased or 

decreased, as the case may be, proportionately, without further action on the part of 

the Plan Administrator, the Company, the Company’s shareholders, or any Holder. 

(v) The foregoing adjustments in the shares subject to Options shall be made by the Plan 

Administrator, or by any successor administrator of this Plan, or by the applicable terms 

of any assumption or substitution document. 

(vi) The grant of an Option shall not affect in any way the right or power of the Company to 

make adjustments, reclassifications, reorganizations or changes of its capital or business 

structure, to merge, consolidate or dissolve, to liquidate or to sell or transfer all or any 

part of its business or assets. 

6. EFFECTIVE DATE; SHAREHOLDER APPROVAL 

6.1 Incentive Stock Options may be granted by the Plan Administrator from time to time on or after 

the date on which this Plan is adopted (the “Effective Date”) through the day immediately preceding the tenth 

anniversary of the Effective Date.   

6.2 Non-Qualified Stock Options may be granted by the Plan Administrator on or after the Effective 

Date and until this Plan is terminated by the Board in its sole discretion.   



 

 

6.3 Termination of this Plan shall not terminate any Option granted prior to such termination.   

6.4 The approval of Disinterested Shareholders will be obtained for any reduction in the exercise 

price of Options if the Optionee is an Insider of the Company at the time of the proposed amendment.  The terms 

“Disinterested Shareholder” and “Insider” shall have the meanings as defined for those terms in the Applicable 

Laws. 

6.5 Any Options granted by the Plan Administrator prior to the approval of this Plan by the 

shareholders of the Company shall be granted subject to ratification of this Plan by the shareholders of the 

Company within twelve (12) months before or after the Effective Date.  If such shareholder ratification is sought 

and not obtained, all Options granted prior thereto and thereafter shall be considered Non-Qualified Stock Options 

and any Options granted to Covered Employees will not be eligible for the exclusion set forth in Section 162(m) of 

the Code with respect to the deductibility by the Company of certain compensation.  In addition, any such Options 

will remain unvested unless and until shareholder approval is obtained. 

7. NO OBLIGATIONS TO EXERCISE OPTION 

7.1 The grant of an Option shall impose no obligation upon the Optionee to exercise such Option. 

8. PRIOR PLANS 

8.1 The Plan shall entirely replace and supersede any prior share option plan, adopted by the Board 

of Directors of the Company or its predecessor company, provided that the Plan does not affect any Options 

granted under any prior share option plan. 

9. SHAREHOLDER APPROVAL 

9.1  In this section the following terms have the following meanings: 

(a) “Disinterested Shareholder Approval” shall have the meaning as described in the TSXV 

Policies; 

(b) “Insider” means an insider as defined in the TSXV Policies; or as defined in securities 

legislation applicable to the Company; and 

(c) “TSXV Policies” means the rules and policies of the TSXV, as amended from time to time. 

9.2  If the shares of Common Stock are listed on the TSXV, unless Disinterested Shareholder Approval 

is obtained, under no circumstances will the Plan, together with all of the Company’s other previously established 

and outstanding stock option plans or grants, result in: 

(a) the aggregate number of shares of Common Stock reserved for issuance under Options 

granted to Insiders (as a group) at any point in time exceeding 10% of the issued shares.  

of Common Stock; 

(b) the grant to Insiders (as a group), within a 12 month period, of an aggregate number of 

Options exceeding 10% of the issued shares of Common Stock, calculated at the date an 

Option is granted to any Insider; or 

(c) the aggregate number of Options granted to any one Optionee (and companies wholly 

owned by that Optionee) within a 12 month period exceeding 5% of the issued shares of 

Common Stock, calculated on the date an Option is granted to the Optionee. 



 

 

9.3  If the shares of Common Stock are listed on the TSXV, the Company must obtain Disinterested 

Shareholder Approval for any amendment to Options held by Insiders that would have the effect of decreasing the 

exercise price of the Options. 

10. NO RIGHT TO OPTIONS OR TO EMPLOYMENT 

10.1 Whether or not any Options are to be granted under this Plan shall be exclusively within the 

discretion of the Plan Administrator, and nothing contained in this Plan shall be construed as giving any person any 

right to participate under this Plan.   

10.2 The grant of an Option shall in no way constitute any form of agreement or understanding 

binding on the Company or any Related Company, express or implied, that the Company or any Related Company 

will employ or contract with an Optionee for any length of time, nor shall it interfere in any way with the 

Company’s or, where applicable, a Related Company’s right to terminate Optionee’s employment at any time, 

which right is hereby reserved. 

11. APPLICATION OF FUNDS 

11.1 The proceeds received by the Company from the sale of Common Stock issued upon the exercise 

of Options shall be used for general corporate purposes, unless otherwise directed by the Board. 

12. INDEMNIFICATION OF PLAN ADMINISTRATOR 

12.1 In addition to all other rights of indemnification they may have as members of the Board, 

members of the Plan Administrator shall be indemnified by the Company for all reasonable expenses and liabilities 

of any type or nature, including attorneys’ fees, incurred in connection with any action, suit or proceeding to which 

they or any of them are a party by reason of, or in connection with, this Plan or any Option granted under this Plan, 

and against all amounts paid by them in settlement thereof (provided that such settlement is approved by 

independent legal counsel selected by the Company), except to the extent that such expenses relate to matters for 

which it is adjudged that such Plan Administrator member is liable for willful misconduct; provided, that within 

fifteen (15) days after the institution of any such action, suit or proceeding, the Plan Administrator member 

involved therein shall, in writing, notify the Company of such action, suit or proceeding, so that the Company may 

have the opportunity to make appropriate arrangements to prosecute or defend the same. 

13. AMENDMENT OF PLAN 

13.1 The Plan Administrator may, subject to Applicable Laws, at any time, modify, amend or terminate 

this Plan or modify or amend Options granted under this Plan, including, without limitation, such modifications or 

amendments as are necessary to maintain compliance with applicable statutes, rules or regulations; provided 

however that: 

(a) no amendment with respect to an outstanding Option which has the effect of reducing the 

benefits afforded to the Holder thereof shall be made over the objection of such Holder;  

(b) the events triggering acceleration of vesting of outstanding Options may be modified, expanded 

or eliminated without the consent of Holders; 

(c) the Plan Administrator may condition the effectiveness of any such amendment on the receipt of 

shareholder approval at such time and in such manner as the Plan Administrator may consider 

necessary for the Company to comply with or to avail the Company and/or the Optionees of the 

benefits of any securities, tax, market listing or other administrative or regulatory requirement; 

and 



 

 

(d) the Plan Administrator may not increase the number of shares available for issuance on the 

exercise of Incentive Stock Options without shareholder approval.   

13.2 Without limiting the generality of Section 11.1 hereof, the Plan Administrator may modify grants 

to persons who are eligible to receive Options under this Plan who are foreign nationals or employed outside 

Canada and the United States to recognize differences in local law, tax policy or custom. 

 

Effective Date: January 27, 2015, as amended November 30, 2016, December 12, 2018 and December 17, 2019. 

 

 



 

 

LONG-TERM PERFORMANCE INCENTIVE PLAN 

 
RYU APPAREL INC. 

(the “Company”) 

LONG-TERM PERFORMANCE INCENTIVE PLAN 

SECTION 1 

ESTABLISHMENT AND PURPOSE OF THIS PLAN 

The Company wishes to establish this long-term performance incentive plan (the “Plan”). The 

purpose of this Plan is to promote the long-term success of the Company and the creation of 

shareholder value by: (i) encouraging the attraction and retention of Directors, Key Employees and 

Consultants of the Company and its Subsidiaries; (ii) encouraging such Directors, Key Employees 

and Consultants to focus on critical long-term objectives; and (iii) promoting greater alignment of 

the interests of such Directors, Key Employees and Consultants with the interests of the Company. 

To this end, this Plan provides for the grant of Restricted Share Units, Performance Share Units and 

Deferred Share Units to Directors, Key Employees and Consultants of the Company as further 

described in this Plan. 

SECTION 2 

DEFINITIONS 

2.1 Definitions 

As used in this Plan, the following terms shall have the meanings set forth below: 

(a) “Associate” has the meaning ascribed thereto in the Securities Act; 

(b) “Award” means any award of Restricted Share Units, Performance Share Units or Deferred 

Share Units granted under this Plan; 

(c) “Award Agreement” means any written agreement, contract, or other instrument or 

document, including an electronic communication, as may from time to time be designated 

by the Company as evidencing any Award granted under this Plan; 

(d) “Board” means the board of directors of the Company; 

(e) “Change of Control” means the acquisition by any person or by any person and a joint 

actor, whether directly or indirectly, of voting securities (as such terms are interpreted in 

the Securities Act) of the Company, which, when added to all other voting securities of the 

Company at the time held by such person or by such person and a person “acting jointly or 

in concert” with another person, as that phrase is interpreted in National 

Instrument 62-103, totals for the first time not less than fifty (50%) percent of the 

outstanding voting securities of the Company or the votes attached to those securities are 

sufficient, if exercised, to elect a majority of the Board; 

(f) “Company” means RYU Apparel Inc., a company incorporated under the Business 

Corporations Act (British Columbia), and any of its successors or assigns; 
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(g) “Consultant” means a Person (other than a Key Employee or Director) that: 

(i) is engaged to provide, on an ongoing bona fide basis, consulting, technical, 

management or other services to the Company or an affiliate of the Company, 

other than services provided in relation to a distribution (as defined in the 

Securities Act); 

(ii) provides the services under a written contract between the Company or an affiliate 

of the Company and the Person, as the case may be; 

(iii) in the reasonable opinion of the Company, spends or will spend a significant 

amount of time on the affairs and business of the Company or an affiliate of the 

Company; and 

(iv) has a relationship with the Company or an affiliate of the Company that enables 

the Person to be knowledgeable about the business and affairs of the Company,  

and includes: 

(v) for a Person that is an individual, a corporation of which such individual is an 

employee or shareholder, and a partnership of which the individual is an employee 

or partner; and 

(vi) for a Person that is not an individual, an employee, executive officer or director of 

the consultant, provided that the individual employee, executive officer or director 

spends or will spend a significant amount of time on the affairs and business of the 

Company or an affiliate of the Company; 

(h) “Deferred Share Unit” means a right to receive on a deferred basis a payment in either 

Shares or cash as provided in Section 5.3 hereof and subject to the terms and conditions of 

this Plan and the applicable Award Agreement; 

(i) “Determination Date” means a date determined by the Board in its sole discretion but not 

later than 90 days after the expiry of a Performance Cycle; 

(j) “Director” means a member of the Board; 

(k) “Disability” means any medical condition which qualifies a Participant for benefits under a 

long-term disability plan of the Company or Subsidiary; 

(l) “Effective Date” has the meaning ascribed thereto in Section 8; 

(m) “Election Form” means the form to be completed by a Director specifying the amount of 

Fees he or she wishes to receive in Deferred Share Units under this Plan; 

(n) “Eligible Person” means Directors, Key Employees and Consultants; 

(o) “Exchange” means the TSX Venture Exchange, or such other exchange upon which the 

Shares of the Company may become listed for trading; 

(p) “Fees” means the annual board retainer, chair fees, meeting attendance fees or any other 

fees payable to a Director by the Company; 
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(q) “Grant Date” means, for any Award, the date specified by the Board as the grant date at 

the time it grants the Award or, if no such date is specified, the date upon which the Award 

was actually granted; 

(r) “Insider” means any insider, as that term is defined in the Securities Act; 

(s) “Investor Relations Activities” means any activities, by or on behalf of the Company or a 

shareholder of the Company, that promote or reasonably could be expected to promote 

the purchase or sale of securities of the Company, but does not include: 

(i) the dissemination of information provided, or records prepared, in the ordinary 

course of business of the Company 

(A) to promote the sale of products or services of the Company, or 

(B) to raise public awareness of the Company, that cannot reasonably be 

considered to promote the purchase or sale of securities of the Company; 

(ii) activities or communications necessary to comply with the requirements of: 

(A) applicable securities laws, or 

(B) Exchange requirements or the by-laws, rules or other regulatory 

instruments of any other self-regulatory body or exchange having 

jurisdiction over the Company; 

(iii) communications by a publisher of, or writer for, a newspaper, magazine or business 

or financial publication, that is of general and regular paid circulation, distributed 

only to subscribers to it for value or to purchasers of it, if: 

(A) the communication is only through the newspaper, magazine or 

publication; and 

(B) the publisher or writer receives no commission or other consideration 

other than for acting in the capacity of publisher or writer; or 

(iv) activities or communications that may be otherwise specified by the Exchange 

(t) “Key Employees” means employees, including officers, whether Directors or not, and 

including both full-time and part-time employees of the Company or any Subsidiary who, 

by the nature of their positions or jobs are, in the opinion of the Board, in a position to 

contribute to the success of the Company; 

(u) “Market Unit Price” means the value of a Share determined by reference to the five-day 

volume weighted average closing price of a Share on the immediately preceding five (5) 

Trading Days on which trading in the Shares took place; 

(v) “Option” means incentive share purchase options entitling the holder thereof to purchase 

Shares; 

(w) “Option Plan” means the 2014 Stock Option Plan of the Company, as amended and 

restated from time to time; 



 

4 

(x) “Participant” means any Eligible Person to whom Awards under this Plan are granted; 

(y) “Participant’s Account” means a notional account maintained for each Participant’s 

participation in this Plan which will show any Restricted Share Units, Performance Share 

Units or Deferred Share Units credited to a Participant from time to time; 

(z) “Performance-Based Award” means, collectively, Performance Share Units and Restricted 

Share Units; 

(aa) “Performance Criteria” means criteria established by the Board which, without limitation, 

may include criteria based on the Participant’s personal performance and/or financial 

performance of the Company and its Subsidiaries, and that are to be used to determine the 

vesting of the Performance Share Units; 

(bb) “Performance Cycle” means the applicable performance cycle of the Performance Share 

Units as may be specified by the Board in the applicable Award Agreement; 

(cc) “Performance Share Unit” means a right awarded to a Participant to receive a payment in 

Shares as provided in Section 5.2 hereof and subject to the terms and conditions of this 

Plan and the applicable Award Agreement; 

(dd) “Person” means any individual, corporation, partnership, association, joint-stock company, 

trust, unincorporated organization, or governmental authority or body; 

(ee) “Restriction Period” means the time period between the Grant Date and the Vesting Date 

of an Award of Restricted Share Units specified by the Board in the applicable Award 

Agreement, which period shall be no less than 12 months, provided the Board may, in its 

discretion, permit earlier vesting, no sooner than quarterly, of the Restricted Share Units; 

(ff) “Restricted Share Unit” means a right awarded to a Participant to receive a payment in 

Shares as provided in Section 5.1 hereof and subject to the terms and conditions of this 

Plan and the applicable Award Agreement; 

(gg) ‘‘Retirement” means retirement from active employment with the Company or a 

Subsidiary with the consent of an officer of the Company or the Subsidiary; 

(hh) “Securities Act” means the Securities Act (British Columbia), as amended, from time to 

time; 

(ii) “Security-Based Compensation Arrangement” shall have the meaning ascribed thereto in 

the rules and policies of the Exchange, or in the event that such term is not defined in the 

rules and policies of the Exchange, shall mean a stock option, including the Option Plan, 

employee stock purchase plan, long-term incentive plan or any other compensation or 

incentive mechanism involving the issuance or potential issuance of Shares to one or more 

full-time employees, officers, Insiders, service providers or Consultants of the Company or a 

Subsidiary, including a share purchase from treasury by a full-time employee, officer, 

Insider, service provider or Consultant which is financially assisted by the Company or a 

Subsidiary by way of loan, guarantee or otherwise; 

(jj) “Shares” means the common shares of the Company; 
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(kk) “Subsidiary” means a corporation, company or partnership that is controlled, directly or 

indirectly, by the Company; 

(ll) “Termination Date” means, as applicable: 

(i) in the event of a Participant’s Retirement, voluntary termination or termination of 

employment as a result of a Disability, the date on which such Participant ceases to 

be an employee of the Company or a Subsidiary; and 

(ii) in the event of termination of the Participant’s employment by the Company or a 

Subsidiary, the date on which such Participant is advised by the Company or a 

Subsidiary, in writing or verbally, that his or her services are no longer required; 

(mm) “Trading Day” means any date on which the Exchange is open for trading; and 

(nn) “Vesting Date” means in respect of any Award, the date when the Award is fully vested in 

accordance with the provisions of this Plan and the applicable Award Agreement. 

SECTION 3 

ADMINISTRATION 

3.1 Board to Administer Plan 

Except as otherwise provided herein, this Plan shall be administered by the Board and the Board 

shall have full authority to administer this Plan, including the authority to interpret and construe 

any provision of this Plan and to adopt, amend and rescind such rules and regulations for 

administering this Plan as the Board may deem necessary in order to comply with the requirements 

of this Plan. 

3.2 Delegation to Committee 

All of the powers exercisable hereunder by the Board may, to the extent permitted by applicable 

law and as determined by resolution of the Board, be delegated to and exercised by such 

committee as the Board may determine. 

3.3 Interpretation 

All actions taken and all interpretations and determinations made or approved by the Board in 

good faith shall be final and conclusive and shall be binding on the Participants and the Company. 

3.4 No Liability 

No Director shall be personally liable for any action taken or determination or interpretation made 

or approved in good faith in connection with this Plan and the Directors shall, in addition to their 

rights as Directors, be fully protected, indemnified and held harmless by the Company with respect 

to any such action taken or determination or interpretation made. The appropriate officers of the 

Company are hereby authorized and empowered to do all things and execute and deliver all 

instruments, undertakings and applications and writings as they, in their absolute discretion, 

consider necessary for the implementation of this Plan and of the rules and regulations established 

for administering this Plan. All costs incurred in connection with this Plan shall be for the account of 

the Company. 
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SECTION 4 

SHARES AVAILABLE FOR AWARDS 

4.1 Limitations on Shares Available for Issuance 

(a) The aggregate number of Shares issuable under this Plan in respect of Awards and under 

the Option Plan in respect of Options shall not exceed 35,838,707; 

(b) So long as it may be required by the rules and policies of the Exchange: 

(i) the total number of Shares issuable to any Participant under this Plan, within any 

one-year period, together with Shares reserved for issuance to such Participant 

under all of the Company’s other Security-Based Compensation Arrangements, 

shall not exceed five (5%) percent of the issued and outstanding Shares; 

(ii) at the time of grant of any Award hereunder, the total number of Shares issuable 

under this Plan to the Participant receiving such Award shall not exceed one (1%) 

percent of the issued and outstanding Shares; 

(iii) the total number of Shares issuable to any Participant under this Plan, within any 

one-year period, shall not exceed two (2%) percent of the issued and outstanding 

Shares; 

(iv) the total number of Shares issuable to Insiders under this Plan, within any one-year 

period and at any time under this Plan, together with Shares reserved for issuance 

to Insiders within any one-year period and at any time under all of the Company’s 

other Security-Based Compensation Arrangements, shall not exceed ten (10%) 

percent of the issued and outstanding Shares; and 

(v) the total number of Shares issuable to any Consultant, together with Shares 

issuable to such Consultant under all of the Company’s other Security-Based 

Compensation Arrangements, shall not exceed two (2%) percent of the issued and 

outstanding Shares in any twelve-month period; 

(c) the total number of Shares issuable to non-executive Directors under this Plan, together 

with Shares issuable to non-executive Directors under all of the Company’s other Security-

Based Compensation Arrangements, shall not exceed three (3%) percent of the issued and 

outstanding Shares; 

(d) the total number of Shares issuable to Persons performing Investor Relations Activities, 

together with Shares issuable to Persons performing Investor Relations Activities under all 

of the Company’s other Security-Based Compensation Arrangements, shall not exceed 

two (2%) percent of the issued and outstanding Shares in any twelve-month period; and 

(e) the grant value of Shares reserved for issuance pursuant to Awards hereunder, plus the 

grant value of Options granted under this any other Security-Based Compensation 

Arrangements of the Company to any one non-executive Director, shall not exceed 

$100,000 in any fiscal year, calculated by the Company as of the grant date. 

4.2 Accounting for Awards 

For purposes of this Section 4: 
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(a) if an Award is denominated in Shares, the number of Shares covered by such Award, or to 

which such Award relates, shall be counted on the Grant Date of such Award against the 

aggregate number of Shares available for granting Awards under this Plan; and 

(b) notwithstanding anything herein to the contrary, any Shares related to Awards which 

terminate by expiration, forfeiture, cancellation, or otherwise without the issuance of such 

Shares, or are exchanged with the Board’s permission, prior to the issuance of Shares, for 

Awards not involving Shares, shall be available again for granting Awards under this Plan. 

4.3 Anti-Dilution 

If the number of outstanding Shares is increased or decreased as a result of a stock split, 

consolidation or recapitalization and not as a result of the issuance of Shares for additional 

consideration or by way of stock dividend, the Board may make appropriate adjustments to the 

number and price (or other basis upon which an Award is measured) of Restricted Share Units, 

Performance Share Units and/or Deferred Share Units credited to a Participant. Any determinations 

by the Board as to the required adjustments shall be made in its sole discretion and all such 

adjustments shall be conclusive and binding for all purposes under this Plan. 

SECTION 5 

AWARDS 

5.1 Restricted Share Units 

(a) Eligibility and Participation - Subject to the provisions of this Plan and such other terms and 

conditions as the Board may prescribe, the Board may, from time to time, grant Awards of 

Restricted Share Units to Directors, Key Employees and Consultants. Restricted Share Units 

granted to a Participant shall be credited, as of the Grant Date, to the Participant’s Account. 

The number of Restricted Share Units to be credited to each Participant shall be 

determined by the Board in its sole discretion in accordance with this Plan. Each Restricted 

Share Unit shall, contingent upon the lapse of any restrictions, represent one (1) Share. The 

number of Restricted Share Units granted pursuant to an Award and the Restriction Period 

in respect of such Restricted Share Units shall be specified in the applicable Award 

Agreement. 

(b) Restrictions - Restricted Share Units shall be subject to such restrictions as the Board, in its 

sole discretion, may establish in the applicable Award Agreement, which restrictions may 

lapse separately or in combination at such time or times and on such terms, conditions and 

satisfaction of objectives as the Board may, in its discretion, determine at the time an 

Award is granted. 

(c) Vesting - All Restricted Share Units will vest and become payable by the issuance of Shares 

at the end of the Restriction Period if all applicable restrictions have lapsed, as such 

restrictions may be specified in the Award Agreement. 

(d) Change of Control - In the event of a Change of Control, all restrictions upon any Restricted 

Share Units shall lapse immediately and all such Restricted Share Units shall become fully 

vested in the Participant and will accrue to the Participant in accordance with Section 5.1(j) 

hereof. 
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(e) Death - Other than as may be set forth in the applicable Award Agreement, upon the death 

of a Participant, any Restricted Share Units granted to such Participant which, prior to the 

Participant’s death, have not vested, will be immediately and automatically forfeited and 

cancelled without further action and without any cost or payment, and the Participant or 

his or her estate, as the case may be, shall have no right, title or interest therein 

whatsoever. Any Restricted Share Units granted to such Participant which, prior to the 

Participant’s death, had vested pursuant to the terms of the applicable Award Agreement 

will accrue to the Participant’s estate in accordance with Section 5.1(j) hereof. 

(f) Termination of Employment 

(i) Where, in the case of a Key Employee, a Participant’s employment is terminated by 

the Company or a Subsidiary for cause, all Restricted Share Units granted to the 

Participant under this Plan will immediately terminate without payment, be 

forfeited and cancelled and shall be of no further force or effect as of the 

Termination Date. 

(ii) Where, in the case of a Key Employee, a Participant’s employment terminates by 

reason of termination by the Company or a Subsidiary without cause, by voluntary 

termination or due to Retirement by the Participant, all Restricted Share Units 

granted to the Participant under this Plan that have not vested will, unless the 

applicable Award Agreement provides otherwise and subject to the provisions 

below, immediately terminate without payment, be forfeited and cancelled and 

shall be of no further force or effect as of the Termination Date; provided, however, 

that any Restricted Share Units granted to such Participant which, prior to the 

Participant’s termination without cause, voluntary termination or Retirement, had 

vested pursuant to the terms of the applicable Award Agreement will accrue to the 

Participant in accordance with Section 5.1(j) hereof. 

(iii) Upon termination of a Participant’s employment with the Company or a Subsidiary, 

the Participant’s eligibility to receive further grants of Awards of Restricted Share 

Units under this Plan shall cease as of the Termination Date. 

(g) Disability - Where, in the case of a Key Employee, a Participant becomes afflicted by a 

Disability, all Restricted Share Units granted to the Participant under this Plan will continue 

to vest in accordance with the terms of such Restricted Share Units; provided, however, 

that no Restricted Share Units may be redeemed during a leave of absence. Where a Key 

Employee’s employment is terminated due to Disability, all Restricted Share Units granted 

to the Participant under this Plan that have not vested will, unless the applicable Award 

Agreement provides otherwise and subject to the provisions below, immediately terminate 

without payment, be forfeited and cancelled and shall be of no further force or effect as of 

the Termination Date; provided, however, that any Restricted Share Units granted to such 

Participant which, prior to the Participant’s termination due to Disability, had vested 

pursuant to terms of the applicable Award Agreement will accrue to the Participant in 

accordance with Section 5.1(j) hereof. 

(h) Cessation of Directorship - Where, in the case of Directors, a Participant ceases to be a 

Director for any reason, any Restricted Share Units granted to the Participant under this 

Plan that have not yet vested will, unless the applicable Award Agreement provides 

otherwise and subject to the provisions below, immediately terminate without payment, 

be forfeited and cancelled and shall be of no further force or effect as of the date the 
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Participant ceases to be a Director; provided, however, that any Restricted Share Units 

granted to such Participant which, prior to the Participant ceasing to be a Director for any 

reason, had vested pursuant to the terms of the applicable Award Agreement will accrue to 

the Participant in accordance with Section 5.1(j) hereof. 

(i) Termination of Service - Where, in the case of Consultants, a Participant’s service to the 

Company terminates for any reason, subject to the applicable Award Agreement and any 

other contractual commitments between the Participant and the Company, any Restricted 

Share Units granted to the Participant under this Plan that have not yet vested will be 

forfeited and cancelled and shall be of no further force or effect as of the date of 

termination of service; provided, however, that any Restricted Share Units granted to such 

Participant which, prior to the termination of the Participant’s service to the Company for 

any reason, had vested pursuant to the terms of the applicable Award Agreement will 

accrue to the Participant in accordance with Section 5.1(j) hereof. 

(j) Payment of Award - As soon as practicable after each Vesting Date of an Award of 

Restricted Share Units, the Company shall issue from treasury to the Participant, or if 

Section 5.1(e) applies, to the Participant’s estate, a number of Shares equal to the number 

of Restricted Share Units credited to the Participant’s Account that become payable on the 

Vesting Date. As of the Vesting Date, the Restricted Share Units in respect of which such 

Shares are issued shall be cancelled and no further payments shall be made to the 

Participant under this Plan in relation to such Restricted Share Units. 

5.2 Performance Share Units 

(a) Eligibility and Participation - Subject to the provisions of this Plan and such other terms and 

conditions as the Board may prescribe, the Board may, from time to time, grant Awards of 

Performance Share Units to Key Employees and Consultants. Performance Share Units 

granted to a Participant shall be credited, as of the Grant Date, to the Participant’s Account. 

The number of Performance Share Units to be credited to each Participant shall be 

determined by the Board, in its sole discretion, in accordance with this Plan. Each 

Performance Share Unit shall, contingent upon the attainment of the Performance Criteria 

within the Performance Cycle, represent one (1) Share. The number of Performance Share 

Units granted pursuant to an Award, the Performance Criteria which must be satisfied in 

order for the Performance Share Units to vest and the Performance Cycle in respect of such 

Performance Share Units shall be specified in the applicable Award Agreement. 

(b) Performance Criteria - The Board will select, settle and determine the Performance Criteria 

(including without limitation the attainment thereof), for purposes of the vesting of the 

Performance Share Units, in its sole discretion. An Award Agreement may provide the 

Board with the right, during a Performance Cycle or after it has ended, to revise the 

Performance Criteria and the Award amounts if unforeseen events (including, without 

limitation, changes in capitalization, an equity restructuring, an acquisition or a divestiture) 

occur which have a substantial effect on the financial results and which in the sole 

judgment of the Board make the application of the Performance Criteria unfair unless a 

revision is made. Notices will be provided by the Company to applicable regulatory 

authorities or stock exchanges as may be required with respect to the foregoing. 

(c) Vesting - All Performance Share Units will vest and become payable to the extent that the 

Performance Criteria set forth in the Award Agreement are satisfied for the Performance 
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Cycle, the determination of which satisfaction shall be made by the Board on the 

Determination Date. 

(d) Change of Control - In the event of a Change of Control, all Performance Share Units 

granted to a Participant shall become fully vested in such Participant (without regard to the 

attainment of any Performance Criteria) and shall become payable to the Participant in 

accordance with Section 5.2(i) hereof. 

(e) Death - Other than as may be set forth in the applicable Award Agreement and below, 

upon the death of a Participant, all Performance Share Units granted to the Participant 

which, prior to the Participant’s death, have not vested, will immediately and automatically 

be forfeited and cancelled without further action and without any cost or payment, and the 

Participant or his or her estate, as the case may be, shall have no right, title or interest 

therein whatsoever; provided, however, the Board may determine, in its sole discretion, the 

number of the Participant’s Performance Share Units that will vest based on the extent to 

which the applicable Performance Criteria set forth in the Award Agreement have been 

satisfied in that portion of the Performance Cycle that has lapsed. The Performance Share 

Units that the Board determines to have vested shall become payable in accordance with 

Section 5.2(i) hereof. 

(f) Termination of Employment 

(i) Where, in the case of Key Employees, a Participant’s employment is terminated by 

the Company or a Subsidiary for cause, all Performance Share Units granted to the 

Participant under this Plan will immediately terminate without payment, be 

forfeited and cancelled and shall be of no further force or effect as of the 

Termination Date. 

(ii) Where, in the case of Key Employees, other than as may be set forth in the 

applicable Award Agreement and below, a Participant’s employment is terminated 

by the Company or a Subsidiary without cause, by voluntary termination or due to 

Retirement, all Performance Share Units granted to the Participant which, prior to 

the Participant’s termination, have not vested, will immediately and automatically 

be forfeited and cancelled without further action and without any cost or payment, 

and the Participant shall have no right, title or interest therein whatsoever as of the 

Termination Date; provided, however, the Board may determine, in its sole 

discretion, the number of the Participant’s Performance Share Units that will vest 

based on the extent to which the applicable Performance Criteria set forth in the 

Award Agreement have been satisfied in that portion of the Performance Cycle that 

has lapsed. The Performance Share Units that the Board determines to have vested 

shall become payable in accordance with Section 5.2(i) hereof. 

(iii) In the case of Key Employees, upon termination of a Participant’s employment with 

the Company or a Subsidiary, the Participant’s eligibility to receive further grants of 

Awards of Performance Share Units under this Plan shall cease as of the 

Termination Date. 

(g) Disability - Where a Participant becomes afflicted by a Disability, all Performance Share 

Units granted to the Participant under this Plan will continue to vest in accordance with the 

terms of such Performance Share Units; provided, however, that no Performance Share 

Units may be redeemed during a leave of absence. Where a Participant’s employment is 
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terminated due to Disability, all Performance Share Units granted to the Participant under 

this Plan that have not vested will, unless the applicable Award Agreement provides 

otherwise and subject to the provisions below, immediately and automatically be forfeited 

and cancelled without further action and without any cost or payment, and the Participant 

shall have no right, title or interest therein whatsoever as of the Termination Date; 

provided, however, that the Board may determine, in its sole discretion, the number of the 

Participant’s Performance Share Units that will vest based on the extent to which the 

applicable Performance Criteria set forth in the Award Agreement have been satisfied in 

that portion of the Performance Cycle that has lapsed. The Performance Share Units that 

the Board determines to have vested shall become payable in accordance with 

Section 5.2(i) hereof. 

(h) Termination of Service - Where, in the case of Consultants, a Participant’s service to the 

Company terminates for any reason, subject to the applicable Award Agreement and any 

other contractual commitments between the Participant and the Company, all 

Performance Share Units granted to the Participant under this Plan that have not vested 

will, unless the applicable Award Agreement provides otherwise and subject to the 

provisions below, immediately and automatically be forfeited and cancelled without further 

action and without any cost or payment, and the Participant shall have no right, title or 

interest therein whatsoever as of the Termination Date; provided, however, that the Board 

may determine, in its sole discretion, the number of the Participant’s Performance Share 

Units that will vest based on the extent to which the applicable Performance Criteria set 

forth in the Award Agreement have been satisfied in that portion of the Performance Cycle 

that has lapsed. The Performance Share Units that the Board determines to have vested 

shall become payable in accordance with Section 5.2(i) hereof. 

(i) Payment of Award - Payment to Participants in respect of vested Performance Share Units 

shall be made after the Determination Date for the applicable Award and in any case within 

ninety-five (95) days after the last day of the Performance Cycle to which such Award 

relates. Such payments shall be made entirely in Shares. The Company shall issue from 

treasury to the Participant, or if Section 5.2(e) applies, to the Participant’s estate, a number 

of Shares equal to the number of Performance Share Units that have vested. As of the 

Vesting Date, the Performance Share Units in respect of which such Shares are issued shall 

be cancelled and no further payments shall be made to the Participant under this Plan in 

relation to such Performance Share Units. 

5.3 Deferred Share Units 

(a) Eligibility and Participation - Subject to the provisions of this Plan and such other terms and 

conditions as the Board may prescribe, the Board may, from time to time, grant Awards of 

Deferred Share Units to Directors in lieu of Fees. A Director becomes a Participant effective 

as of the date be or she is first appointed or elected as a Director and ceases to be a 

Participant at the time he or she ceases to be a Director for any reason. Deferred Share 

Units granted to a Participant in accordance with Section 5.3 hereof shall be credited, as of 

the Grant Date, to the Participant’s Account. 

(b) Election - Each Director may elect to receive any or all of his or her Fees in Deferred Share 

Units under this Plan. Elections by Participants regarding the amount of their Fees that they 

wish to receive in Deferred Share Units shall be made no later than 90 days after this Plan is 

adopted by the Board, and thereafter no later than December 31 of any given year with 

respect to Fees for the following year. Any Director who becomes a Participant during a 
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calendar year and wishes to receive an amount of his or her Fees for the remainder of that 

year in Deferred Share Units must make his or her election within 60 days of becoming a 

Director. 

(c) Calculation - The number of Deferred Share Units to be credited to the Participant’s 

Account shall be calculated by dividing the amount of Fees selected by a Director in the 

applicable Election Form by the Market Unit Price on the Grant Date (or such other price as 

required under Exchange policies) which shall be the 10th business day following each 

financial quarter end. If, as a result of the foregoing calculation, a Participant shall become 

entitled to a fractional Deferred Share Unit, the Participant shall only be credited with a full 

number of Deferred Share Units (rounded down) and no payment or other adjustment will 

be made with respect to the fractional Deferred Share Unit. 

(d) Payment of Award - Each Participant shall be entitled to receive, after the effective date 

that the Participant ceases to be a Director for any reason, on a day designated by the 

Participant and communicated to the Company by the Participant in writing at least 15 days 

prior to the designated day (or such earlier date after the Participant ceases to be a 

Director as the Participant and the Company may agree, which date shall be no later than 

the end of the calendar year following the year in which the Participant ceases to be a 

Director) and if no such notice is given, then on the first anniversary of the effective date 

that the Participant ceases to be a Director, at the sole discretion of the Board, either: 

(i) that number of Shares equal to the number of Deferred Share Units credited to the 

Participant’s Account, such Shares to be issued from treasury of the Company; or 

(ii) a cash payment in an amount equal to the Market Unit Price on the next Trading 

Day after the Participant ceases to be a Director of the Deferred Share Units 

credited to a Participant’s Account, net of applicable withholdings. 

(e) Exception - In the event that the value of a Deferred Share Unit would be determined with 

reference to a period commencing at a fiscal quarter-end of the Company and ending prior 

to the public disclosure of interim financial statements for the quarter (or annual financial 

statements in the case of the fourth quarter), the cash payment of the value of the Units 

will be made to the Participant with reference to the five (5) Trading Days immediately 

following the public disclosure of the interim financial statements for that quarter (or 

annual financial statements in the case of the fourth quarter). 

(f) Death - Upon death of a Participant, the Participant’s estate shall be entitled to receive, 

within 120 days after the Participant’s death and at the sole discretion of the Board, a cash 

payment or Shares that would have otherwise been payable in accordance with Section 

5.3(d) hereof to the Participant upon such Participant ceasing to be Director. 

(g) Deductions - Whenever cash is to be paid on redemption of Deferred Share Units, the 

Company shall have the right to deduct from all cash payments made to a Participant any 

taxes required by law to be withheld with respect to such payments. Whenever Shares are 

to be delivered on redemption of Deferred Share Units, the Company shall have the right to 

deduct from any other amounts payable to the Participant any taxes required by law to be 

withheld with respect to such delivery of Shares, or if any payment due to the Participant is 

not sufficient to satisfy the withholding obligation, to require the Participant to remit to the 

Company in cash an amount sufficient to satisfy any taxes required by law to be withheld. 
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At the sole discretion of the Board, a Participant may be permitted to satisfy the foregoing 

requirement by: 

(i) electing to have the Company withhold from delivery Shares having a value equal 

to the amount of tax required to be withheld; or 

(ii) delivering (on a form prescribed by the Company) an irrevocable direction to a 

securities broker approved by the Company to sell all or a portion of the Shares and 

deliver to the Company from the sales proceeds an amount sufficient to pay the 

required withholding taxes. 

5.4 General Terms Applicable to Awards 

(a) Forfeiture Events - The Board will specify in an Award Agreement at the time of the Award 

that the Participant’s rights, payments and benefits with respect to an Award shall be 

subject to reduction, cancellation, forfeiture or recoupment upon the occurrence of certain 

specified events, in addition to any otherwise applicable vesting or performance conditions 

of an Award. Such events shall include, but shall not be limited to, termination of 

employment for cause, violation of material Company policies, fraud, breach of 

non-competition, confidentiality or other restrictive covenants that may apply to the 

Participant or other conduct by the Participant that is detrimental to the business or 

reputation of the Company. 

(b) Awards May be Granted Separately or Together - Awards may, in the discretion of the 

Board, be granted either alone or in addition to, in tandem with, or in substitution for any 

other Award or any award granted under any other Security-Based Compensation 

Arrangement of the Company. Awards granted in addition to or in tandem with other 

Awards, or in addition to or in tandem with awards granted under any other Security-Based 

Compensation Arrangement of the Company, may be granted either at the same time as or 

at a different time from the grant of such other Awards or awards. 

(c) Non-Transferability of Awards - Except as otherwise provided in an Award Agreement or 

determined by the Board in its sole discretion, no Award and no right under any such 

Award, shall be assignable, alienable, saleable, or transferable by a Participant otherwise 

than by will or by the laws of descent and distribution. No Award and no right under any 

such Award, may be pledged, alienated, attached, or otherwise encumbered, and any 

purported pledge, alienation, attachment, or encumbrance thereof shall be void and 

unenforceable against the Company. 

(d) Conditions and Restrictions Upon Securities Subject to Awards - The Board may provide 

that the Shares issued under an Award shall be subject to such further agreements, 

restrictions, conditions or limitations as the Board in its sole discretion may specify, 

including without limitation, conditions on vesting or transferability and forfeiture or 

repurchase provisions or provisions on payment of taxes arising in connection with an 

Award. Without limiting the foregoing, such restrictions may address the timing and 

manner of any resales by the Participant or other subsequent transfers by the Participant of 

any Shares issued under an Award, including without limitation: 

(i) restrictions under an insider trading policy or pursuant to applicable law; 
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(ii) restrictions designed to delay and/or coordinate the timing and manner of sales by 

Participant and holders of other Security-Based Compensation Arrangements; 

(iii) restrictions as to the use of a specified brokerage firm for such resales or other 

transfers; and 

(iv) provisions requiring Shares to be sold on the open market or to the Company in 

order to satisfy tax withholding or other obligations. 

(e) Share Certificates - All Shares delivered under this Plan pursuant to any Award shall be 

subject to such stop transfer orders and other restrictions as the Board may deem 

advisable under this Plan or the rules, regulations, and other requirements of any securities 

commission, the Exchange, and any applicable securities legislation, regulations, rules, 

policies or orders, and the Board may cause a legend or legends to be put on any such 

certificates to make appropriate reference to such restrictions. 

(f) Conformity to Plan - In the event that an Award is granted which does not conform in all 

particulars with the provisions of this Plan, or purports to grant an Award on terms 

different from those set out in this Plan, the Award shall not be in any way void or 

invalidated, but the Award shall be adjusted to become, in all respects, in conformity with 

this Plan. 

5.5 General Terms Applicable to Performance-Based Awards 

(a) Performance Evaluation; Adjustment of Goals - At the time that a Performance-Based 

Award is first issued, the Board, in the Award Agreement or in another written document, 

shall specify whether performance will be evaluated including or excluding the effect of any 

of the following events that occur during the Performance Cycle or Restriction Period, as 

the case may be: 

(i) judgments entered or settlements reached in litigation; 

(ii) the write-down of assets; 

(iii) the impact of any reorganization or restructuring; 

(iv) the impact of changes in tax laws, accounting principles, regulatory actions or other 

laws affecting reported results; 

(v) extraordinary non-recurring items as may be described in the Company’s 

management’s discussion and analysis of financial condition and results of 

operations for the applicable financial year; 

(vi) the impact of any mergers, acquisitions, spin-offs or other divestitures; and 

(vii) foreign exchange gains and losses. 

(b) Adjustment of Performance-Based Awards - The Board shall have the sole discretion to 

adjust the determinations of the degree of attainment of the pre-established Performance 

Criteria or restrictions, as the case may be, as may be set out in the applicable Award 

Agreement governing the relevant Performance-Based Award. Notwithstanding any 

provision herein to the contrary, the Board may not make any adjustment or take any other 
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action with respect to any Performance-Based Award that will increase the amount payable 

under any such Award. The Board shall retain the sole discretion to adjust Performance-

Based Awards downward or to otherwise reduce the amount payable with respect to any 

Performance-Based Award. 

SECTION 6 

AMENDMENT AND TERMINATION 

6.1 Amendments and Termination of this Plan 

The Board may at any time or from time to time, in its sole and absolute discretion and without the 

approval of shareholders of the Company, amend, suspend, terminate or discontinue this Plan and 

may amend the terms and conditions of any Awards granted hereunder, subject to: 

(a) any required approval of any applicable regulatory authority or the Exchange; and 

(b) any approval of shareholders of the Company as required by the rules of the Exchange or 

applicable law, provided that shareholder approval shall not be required for the following 

amendments and the Board may make any changes which may include but are not limited 

to: 

(i) amendments of a “housekeeping nature”; 

(ii) amendments for the purpose of curing any ambiguity, error or omission in this Plan 

or to correct or supplement any provision of this Plan that is inconsistent with any 

other provision of this Plan; 

(iii) amendments which are necessary to comply with applicable law or the 

requirements of the Exchange; 

(iv) amendments respecting administration and eligibility for participation under this 

Plan; 

(v) changes to the terms and conditions on which Awards may be or have been 

granted pursuant to this Plan including changes to the vesting provisions and terms 

of any Awards; 

(vi) amendments which alter, extend or accelerate the terms of vesting applicable to 

any Awards; and 

(vii) changes to the termination provisions of an Award or this Plan which do not entail 

an extension beyond the original fixed term. 

If this Plan is terminated, prior Awards shall remain outstanding and in effect in accordance 

with their applicable terms and conditions. 

6.2 Amendments to Awards 

The Board may waive any conditions or rights under, amend any terms of, or amend, alter, 

suspend, discontinue, or terminate, any Awards theretofore granted, prospectively or retroactively. 

No such amendment or alteration shall be made which would impair the rights of any Participant, 

without such Participant’s consent, under any Award theretofore granted, provided that no such 
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consent shall be required with respect to any amendment or alteration if the Board determines in 

its sole discretion that such amendment or alteration either: 

(a) is required or advisable in order for the Company, this Plan or the Award to satisfy or 

conform to any law or regulation or to meet the requirements of any accounting standard; 

or 

(b) is not reasonably likely to significantly diminish the benefits provided under such Award. 

SECTION 7 

GENERAL PROVISIONS 

7.1 No Rights to Awards 

No Director, Key Employee, Consultant or other Person shall have any claim to be granted any 

Award under this Plan, or, having been selected to receive an Award under this Plan, to be selected 

to receive a future Award. There is no obligation for uniformity of treatment of Directors, Key 

Employees, Consultant or holders or beneficiaries of Awards under this Plan. The terms and 

conditions of Awards need not be the same with respect to each Participant. 

7.2 Withholding 

The Company shall be authorized to withhold from any Award granted or any payment due or 

transfer made under any Award or under this Plan the amount (in cash, Shares, other securities, or 

other Awards) of withholding taxes due in respect of an Award, its exercise, or any payment or 

transfer under such Award or under this Plan and to take such other action as may be necessary in 

the opinion of the Company to satisfy statutory withholding obligations for the payment of such 

taxes. 

7.3 No Limit on Other Security-Based Compensation Arrangements 

Nothing contained in this Plan shall prevent the Company or a Subsidiary from adopting or 

continuing in effect other Security-Based Compensation Arrangements, and such arrangements 

may be either generally applicable or applicable only in specific cases. 

7.4 No Right to Employment 

The grant of an Award shall neither constitute an employment contract nor be construed as giving a 

Participant the right to be retained in the employ of the Company. Further, the Company may at 

any time dismiss a Participant from employment, free from any liability, or any claim under this 

Plan, unless otherwise expressly provided in this Plan or in an applicable Award Agreement. 

7.5 No Right as Shareholder 

Neither the Participant nor any representatives of a Participant’s estate shall have any rights 

whatsoever as shareholders in respect of any Shares covered by such Participant’s Restricted Share 

Units, Performance Share Units and/or Deferred Share Units until the date of issuance of a share 

certificate to such Participant or representatives of a Participant’s estate for such Shares. 
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7.6 Governing Law 

This Plan and all of the rights and obligations arising herefrom shall be interpreted and applied in 

accordance with the laws of the Province of British Columbia and the federal laws of Canada 

applicable therein. 

7.7 Severability 

If any provision of this Plan or any Award is or becomes or is deemed to be invalid, illegal, or 

unenforceable in any jurisdiction, or as to any Person or Award, or would disqualify this Plan or any 

Award under any law deemed applicable by the Board, such provision shall be construed or 

deemed amended to conform to applicable laws, or if it cannot be so construed or deemed 

amended without, in the determination of the Board, materially altering the intent of this Plan or 

the Award, such provision shall be stricken as to such jurisdiction, Person or Award, and the 

remainder of this Plan and any such Award shall remain in full force and effect. 

7.8 No Trust or Fund Created 

Neither this Plan nor any Award shall create or be construed to create a trust or separate fund of 

any kind or a fiduciary relationship between the Company and a Participant or any other Person. To 

the extent that any Person acquires a right to receive payments from the Company pursuant to an 

Award, such right shall be no greater than the right of any unsecured creditor of the Company. 

7.9 No Fractional Shares 

No fractional Shares shall be issued or delivered pursuant to this Plan or any Award, and the Board 

shall determine whether cash, or other securities shall be paid or transferred in lieu of any 

fractional Shares, or whether such fractional Shares or any rights thereto shall be cancelled, 

terminated, or otherwise eliminated. 

7.10 Headings 

Headings are given to the Sections and subsections of this Plan solely as a convenience to facilitate 

reference. Such headings shall not be deemed in any way material or relevant to the construction 

or interpretation of this Plan or any provision thereof. 

7.11 No Representation or Warranty 

The Company makes no representation or warranty as to the value of any Award granted pursuant 

to this Plan or as to the future value of any Shares issued pursuant to any Award. 

7.12 No Representations or Covenant with Respect to Tax Qualification 

Although the Company may, in its discretion, endeavor to (i) qualify an Award for favourable 

Canadian tax treatment or (ii) avoid adverse tax treatment, the Company makes no representation 

to that effect and expressly disavows any covenant to maintain favorable or avoid unfavorable tax 

treatment. The Company shall be unconstrained in its corporate activities without regard to the 

potential negative tax impact on holders of Awards under this Plan. 



 

18 

7.13 Conflict with Award Agreement 

In the event of any inconsistency or conflict between the provisions of this Plan and an Award 

Agreement, the provisions of this Plan shall govern for all purposes. 

7.14 Compliance with Laws 

The granting of Awards and the issuance of Shares under this Plan shall be subject to all applicable 

laws, rules, and regulations, and to such approvals by any governmental agencies or stock 

exchanges on which the Company is listed as may be required. The Company shall have no 

obligation to issue or deliver evidence of title for Shares issued under this Plan prior to: 

(a) obtaining any approvals from governmental agencies that the Company determines are 

necessary or advisable; and 

(b) completion of any registration or other qualification of the Shares under any applicable 

national or foreign law or ruling of any governmental body that the Company determines to 

be necessary or advisable or at a time when any such registration or qualification is not 

current, has been suspended or otherwise has ceased to be effective. 

The inability or impracticability of the Company to obtain or maintain authority from any regulatory 

body having jurisdiction, which authority is deemed by the Company’s counsel to be necessary to 

the lawful issuance and sale of any Shares hereunder shall relieve the Company of any liability in 

respect of the failure to issue or sell such Shares as to which such requisite authority shall not have 

been obtained. 

SECTION 8 

EFFECTIVE DATE OF THIS PLAN 

8.1 Effective Date 

This Plan shall become effective upon the date (the “Effective Date”) of approval by the Board. 

SECTION 9 

TERM OF THIS PLAN 

9.1 Term 

This Plan shall terminate automatically 10 years after the Effective Date and may be terminated on 

any earlier date as provided in Section 6 hereof. 


