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MFS High Yield Municipal Trust

PORTFOLIO OF INVESTMENTS (unaudited) 8/31/10

Issuer Shares/Par Value ($)
Municipal Bonds � 157.4%
Airport & Port Revenue � 3.9%
Dallas Fort Worth, TX, International Airport Rev. Improvement, �B�, AGM, 5%, 2025 $ 3,000,000 $ 3,083,670
Maryland Economic Development Corp. Rev. (Terminal Project), �B�, 5.75%, 2035 285,000 297,725
Port Authority NY & NJ, Cons Thirty Seventh, AGM, 5.125%, 2030 1,450,000 1,526,676

$ 4,908,071

General Obligations - General Purpose � 0.4%
Luzerne County, PA, AGM, 6.75%, 2023 $ 455,000 $ 526,317

General Obligations - Improvement � 0.3%
Guam Government, �A�, 6.75%, 2029 $ 140,000 $ 159,095
Guam Government, �A�, 7%, 2039 160,000 180,581

$ 339,676

General Obligations - Schools � 2.2%
Beverly Hills, CA, Unified School District, Capital Appreciation, (Election of 2008), 0%, 2029 $ 2,195,000 $ 903,396
Beverly Hills, CA, Unified School District, Capital Appreciation, (Election of 2008), 0%, 2031 275,000 99,118
Beverly Hills, CA, Unified School District, Capital Appreciation, (Election of 2008), 0%, 2032 280,000 94,685
Beverly Hills, CA, Unified School District, Capital Appreciation, (Election of 2008), 0%, 2033 560,000 177,038
Irving, TX, Independent School District, Capital Appreciation, �A�, PSF, 0%, 2016 1,000,000 906,470
Los Angeles, CA, Unified School District, �D�, 5%, 2034 165,000 173,771
San Jacinto, TX, Community College District, 5.125%, 2038 430,000 457,757

$ 2,812,235

Healthcare Revenue - Hospitals � 37.2%
Allegheny County, PA, Hospital Development Authority Rev. (University of Pittsburgh Medical Center), �A�,
5.375%, 2029 $ 440,000 $ 472,793
Allegheny County, PA, Hospital Development Authority Rev. (West Penn Allegheny Health), �A�, 5%, 2028 435,000 344,685
Allegheny County, PA, Hospital Development Authority Rev. (West Penn Allegheny Health), �A�, 5.375%, 2040 625,000 474,156
Atchison, KS, Hospital Rev. (Atchison Hospital Assn.), �A�, 6.75%, 2030 320,000 320,528
Birmingham, AL, Baptist Medical Center, Special Care Facilities Rev. (Baptist Health Systems, Inc.), �A�, 5%,
2030 500,000 451,620
Brunswick, GA, Hospital Authority Rev. (Glynn-Brunswick Memorial Hospital), 5.625%, 2034 170,000 180,166
California Health Facilities Financing Authority Rev. (St. Joseph Health System), �A�, 5.75%, 2039 185,000 198,200
California Health Facilities Financing Authority Rev. (Sutter Health), �A�, 5%, 2042 500,000 503,970
California Municipal Finance Authority Rev. (Eisenhower Medical Center), �A�, 5.75%, 2040 40,000 40,931
California Statewide Communities Development Authority Rev. (Catholic Healthcare West), �K�, ASSD GTY,
5.5%, 2041 625,000 662,481
California Statewide Communities Development Authority Rev. (Catholic Healthcare West), �L�, ASSD GTY,
5.25%, 2041 870,000 906,897
California Statewide Communities Development Authority Rev. (Children�s Hospital), 5%, 2047 290,000 243,742
California Statewide Communities Development Authority Rev. (St. Joseph Health System), FGIC, 5.75%,
2047 635,000 659,860
Cullman County, AL, Health Care Authority (Cullman Regional Medical Center), �A�, 6.75%, 2029 60,000 63,177
Delaware County, PA, Authority Rev. (Mercy Health Corp.), ETM, 6%, 2016 (c) 965,000 1,011,281
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Delaware County, PA, Authority Rev. (Mercy Health Corp.), ETM, 6%, 2026 (c) 500,000 606,400
Erie County, PA, Hospital Authority Rev. (St. Vincent�s Health), �A�, 7%, 2027 410,000 420,201

1
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MFS High Yield Municipal Trust

PORTFOLIO OF INVESTMENTS (unaudited) 8/31/10 - continued

Issuer Shares/Par Value ($)
Municipal Bonds � continued
Healthcare Revenue - Hospitals � continued
Gage County, NE, Hospital Authority No. 1, Health Care Facilities Rev. (Beatrice Community Hospital &
Health Care Center), �B�, 6%, 2025 $ 70,000 $ 71,862
Gage County, NE, Hospital Authority No. 1, Health Care Facilities Rev. (Beatrice Community Hospital &
Health Care Center), �B�, 6.5%, 2030 230,000 235,131
Gage County, NE, Hospital Authority No. 1, Health Care Facilities Rev. (Beatrice Community Hospital &
Health Care Center), �B�, 6.75%, 2035 195,000 199,300
Garden City, MI, Hospital Finance Authority Rev. (Garden City Hospital), 5%, 2038 500,000 353,270
Genesee County, NY, Industrial Development Agency Civic Facility Rev. (United Memorial Medical
Center), 5%, 2027 90,000 80,315
Harris County, TX, Health Facilities Development Corp., Hospital Rev. (Memorial Hermann Healthcare
Systems), �B�, 7.25%, 2035 205,000 237,333
Idaho Health Facilities Authority Rev. (IHC Hospitals, Inc.), ETM, 6.65%, 2021 (c) 2,750,000 3,717,863
Illinois Finance Authority Rev. (Children�s Memorial Hospital), �A�, ASSD GTY, 5.25%, 2047 870,000 897,918
Illinois Finance Authority Rev. (Kewanee Hospital), 5.1%, 2031 400,000 332,400
Illinois Finance Authority Rev. (Provena Health), �A�, 7.75%, 2034 485,000 567,663
Illinois Finance Authority Rev. (Silver Cross Hospital & Medical Centers), 6.875%, 2038 485,000 521,685
Indiana Health & Educational Facilities Finance Authority Rev. (Sisters of St. Francis Health Services,
Inc.), �E�, AGM, 5.25%, 2041 660,000 685,667
Indiana Health & Educational Facilities Finance Authority, Hospital Rev. (Clarian Health), �A�, 5%, 2039 1,745,000 1,746,605
Indiana Health & Educational Facilities Finance Authority, Hospital Rev. (Community Foundation of
Northwest Indiana), 5.5%, 2037 945,000 945,350
Indiana Health & Educational Financing Authority Rev. (Community Foundation of Northwest Indiana ),
�A�, 6%, 2034 425,000 439,565
Johnson City, TN, Health & Educational Facilities Board Hospital Rev. (Mountain States Health Alliance),
�A�, 5.5%, 2031 1,120,000 1,133,810
Johnson City, TN, Health & Educational Facilities Board Hospital Rev. (Mountain States Health Alliance),
�A�, 5.5%, 2036 410,000 414,440
Kentucky Economic Development Finance Authority, Hospital Facilities Rev. (Baptist Healthcare System),
�A�, 5.375%, 2024 300,000 335,076
Kentucky Economic Development Finance Authority, Hospital Facilities Rev. (Baptist Healthcare System),
�A�, 5.625%, 2027 100,000 111,168
Kentucky Economic Development Finance Authority, Hospital Facilities Rev. (Owensboro Medical Health
System), �A�, 6.375%, 2040 570,000 612,516
Lake County, OH, Hospital Facilities Rev. (Lake Hospital Systems, Inc.), 5.625%, 2029 435,000 439,006
Lebanon County, PA, Health Facilities Authority Rev. (Good Samaritan Hospital), 5.9%, 2028 210,000 205,850
Louisiana Public Facilities Authority Hospital Rev. (Lake Charles Memorial Hospital), 6.375%, 2034 880,000 843,806
Louisville & Jefferson County, KY, Metro Government Health Facilities Rev. (Jewish Hospital & St.
Mary�s Healthcare), 6.125%, 2037 1,315,000 1,412,349
Louisville & Jefferson County, KY, Metropolitan Government Healthcare Systems Rev. (Norton
Healthcare, Inc.), 5.25%, 2036 1,265,000 1,285,986
Lufkin, TX, Health Facilities Development Corp. Rev. (Memorial Health System), 5.5%, 2032 60,000 57,521
Lufkin, TX, Health Facilities Development Corp. Rev. (Memorial Health System), 5.5%, 2037 60,000 56,804
Maryland Health & Higher Educational Facilities Authority Rev. (Anne Arundel Health System), �A�,
6.75%, 2039 735,000 861,347
Maryland Health & Higher Educational Facilities Authority Rev. (Washington County Hospital), 6%, 2043 120,000 124,006
Massachusetts Health & Educational Facilities Authority Rev. (Boston Medical Center), 5.25%, 2038 1,000,000 961,750
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MFS High Yield Municipal Trust

PORTFOLIO OF INVESTMENTS (unaudited) 8/31/10 - continued

Issuer Shares/Par Value ($)
Municipal Bonds � continued
Healthcare Revenue - Hospitals � continued
Massachusetts Health & Educational Facilities Authority Rev. (Jordan Hospital), �E�, 6.75%, 2033 $ 250,000 $ 251,355
Massachusetts Health & Educational Facilities Authority Rev. (Milford-Whitinsville Hospital), �C�, 5.25%,
2018 500,000 488,300
Massachusetts Health & Educational Facilities Authority Rev. (Quincy Medical Center), �A�, 6.5%, 2038 485,000 444,600
Montgomery, AL, Medical Clinic Board Health Care Facility Rev. (Jackson Hospital & Clinic), 5.25%, 2031 125,000 121,786
Montgomery, AL, Medical Clinic Board Health Care Facility Rev. (Jackson Hospital & Clinic), 5.25%, 2036 825,000 794,714
New Hampshire Business Finance Authority Rev. (Elliot Hospital Obligated Group), �A�, 6%, 2027 585,000 613,747
New Hampshire Health & Education Facilities Authority Rev. (Catholic Medical Center), �A�, 6.125%, 2012
(c) 175,000 194,553
New Hampshire Health & Education Facilities Authority Rev. (Catholic Medical Center), �A�, 6.125%, 2032 25,000 25,471
New Hampshire Health & Educational Facilities Authority Rev. (Memorial Hospital at Conway), 5.25%,
2021 530,000 537,033
New Hanover County, NC, Hospital Rev., AGM, 5.125%, 2031 895,000 949,291
New Jersey Health Care Facilities, Financing Authority Rev. (Robert Wood Johnson University Hospital),
5%, 2031 30,000 30,854
New Jersey Health Care Facilities, Financing Authority Rev. (St. Peter�s University Hospital), 5.75%, 2037 545,000 554,216
New Mexico Hospital Equipment Loan Council, Hospital Rev. (Rehoboth McKinley Christian Hospital), �A�,
5%, 2017 285,000 273,515
New York Dormitory Authority Rev., Non-State Supported Debt (Bronx-Lebanon Hospital Center), LOC,
6.5%, 2030 190,000 216,748
New York Dormitory Authority Rev., Non-State Supported Debt (Bronx-Lebanon Hospital Center), LOC,
6.25%, 2035 115,000 128,928
Norman, OK, Regional Hospital Authority Rev., 5%, 2027 155,000 136,220
Norman, OK, Regional Hospital Authority Rev., 5.375%, 2029 90,000 80,945
Norman, OK, Regional Hospital Authority Rev., 5.375%, 2036 235,000 200,218
Norman, OK, Regional Hospital Authority Rev., 5.125%, 2037 415,000 339,217
Olympia, WA, Healthcare Facilities Authority Rev. (Catholic Health Initiatives), �D�, 6.375%, 2036 1,095,000 1,239,047
Orange County, FL, Health Facilities Authority Hospital Rev. (Orlando Regional Healthcare), 5.75%, 2012
(c) 150,000 167,769
Palomar Pomerado Health Care District, CA, COP, 6.75%, 2039 1,010,000 1,113,565
Philadelphia, PA, Hospitals & Higher Education Facilities Authority Rev. (Temple University Health
System), �A�, 6.625%, 2023 375,000 375,218
Philadelphia, PA, Hospitals & Higher Education Facilities Authority Rev. (Temple University Health
System), �A�, 5.5%, 2030 480,000 447,086
Rhode Island Health & Educational Building Corp. Rev., Hospital Financing (Lifespan Obligated Group), �A�,
ASSD GTY, 7%, 2039 660,000 764,762
Royal Oak, MI, Hospital Finance Authority Rev. (William Beaumont Hospital), 8.25%, 2039 485,000 588,902
Salida, CO, Hospital District Rev., 5.25%, 2036 734,000 621,045
Scottsdale, AZ, Industrial Development Authority Hospital Rev. (Scottsdale Healthcare), �C�, ASSD GTY, 5%,
2035 60,000 61,615
Skagit County, WA, Public Hospital District No. 001 Rev. (Skagit Valley Hospital), 5.75%, 2032 90,000 91,053
South Lake County, FL, Hospital District Rev. (South Lake Hospital), 6.375%, 2034 250,000 256,315
South Lake County, FL, Hospital District Rev. (South Lake Hospital), �A�, 6%, 2029 85,000 89,234
South Lake County, FL, Hospital District Rev. (South Lake Hospital), �A�, 6.25%, 2039 125,000 131,161
Southwestern, IL, Development Authority Rev. (Anderson Hospital), 5.375%, 2015 427,000 429,506

3
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MFS High Yield Municipal Trust

PORTFOLIO OF INVESTMENTS (unaudited) 8/31/10 - continued

Issuer Shares/Par Value ($)
Municipal Bonds � continued
Healthcare Revenue - Hospitals �
continued
Southwestern, IL, Development
Authority Rev. (Anderson Hospital),
5.5%, 2020 $ 550,000 $ 552,552
Southwestern, IL, Development
Authority Rev. (Anderson Hospital),
5.125%, 2026 500,000 478,705
Sullivan County, TN, Health,
Educational & Housing Facilities Board
Hospital Rev. (Wellmont Health Systems
Project), �C�, 5.25%, 2036 1,085,000 1,037,607
Sumner County, TN, Health,
Educational & Housing Facilities Board
Rev. (Sumner Regional Health Systems,
Inc.), �A�, 5.5%, 2046 375,000 322,500
Tyler, TX, Health Facilities Development
Corp. (East Texas Medical Center), �A�,
5.25%, 2032 230,000 224,975
Tyler, TX, Health Facilities Development
Corp. (East Texas Medical Center), �A�,
5.375%, 2037 190,000 186,132
Virginia Small Business Financing
Authority, Hospital Rev. (Wellmont
Health Project), ��A��, 5.25%, 2037 470,000 454,857
Washington Health Care Facilities
Authority Rev. (Multicare Health
Systems), �B�, ASSD GTY, 6%, 2039 440,000 484,427
West Contra Costa, CA, Healthcare
District, AMBAC, 5.5%, 2029 105,000 110,570
Wisconsin Health & Educational
Facilities Authority Rev. (Aurora Health
Care, Inc.), 6.4%, 2033 350,000 361,942
Wisconsin Health & Educational
Facilities Authority Rev. (Fort
Healthcare, Inc.), 6.1%, 2034 750,000 767,415
Wisconsin Health & Educational
Facilities Authority Rev. (Wheaton
Franciscan Services), 5.75%, 2012 (c) 450,000 489,384
Wisconsin Health & Educational
Facilities Authority Rev. (Wheaton
Franciscan Services), 5.25%, 2034 935,000 883,865
Wisconsin Health & Educational
Facilities Authority Rev. (Wheaton
Franciscan Services), �A�, 5.25%, 2025 390,000 391,041

$ 46,952,411
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Healthcare Revenue - Long Term Care
� 25.5%
ABAG Finance Authority for Non-Profit
Corps., CA, Rev. (Casa de las
Campanas), 6%, 2037 $ 90,000 $ 93,005
Abilene, TX, Health Facilities
Development Corp., Retirement
Facilities Rev. (Sears Methodist
Retirement Systems, Inc.), �A�, 5.9%, 2025 750,000 648,255
Abilene, TX, Health Facilities
Development Corp., Retirement
Facilities Rev. (Sears Methodist
Retirement Systems, Inc.), �A�, 7%, 2033 200,000 182,732
Boston, MA, Industrial Development
Financing Authority Rev. (Springhouse,
Inc.), 5.875%, 2020 235,000

Exercise
price

Number
of

warrants

Remaining
contractual
life (years)

Warrants 2.50 1,171,500 0.58
Agent compensation warrants 2.10 623,909 0.75
Warrants 2.90 5,199,248 0.75
Warrants 3.25 1,000,000 1.23
Outstanding and exercisable at
June 30, 2008 7,994,657

Stockholder Communications to the Board

The Board has provided a process for stockholders to communicate with our directors. Stockholders and other
interested parties who wish to communicate with our directors may address their correspondence to the Board, to the
non-employee directors or any other group of directors or committee of the Board or to a particular director, in care of
our Chief Executive Officer at our address listed on the top of page one of this proxy statement.

Certain Relationships and Related Transactions

During the year ended June 30, 2008, directors received payments on account of professional fees and reimbursement
of expenses in the amount of $437,178 (2007: $1,161,339).

On January 8, 2008, the Company issued 195,000 shares to Directors as compensation at a trading value of $1.98 for a
total consideration of $386,100. On January 8, 2008, an officer was awarded 400,000 shares as compensation vesting
immediately at a trading value of $792,000.

On December 20, 2007, a director was issued 50,000 shares as compensation at a trading value of 1.75 for a total
consideration of $87,500.

During the year ended June 30, 2008 the Company made payments pursuant to a premises lease agreement with a
corporation having a shareholder in common with a director of the company (see Note 13).

In 2006, the Company entered into a premises lease agreement for office space in Ottawa with a corporation in which
Christopher Crupi is a shareholder and was formerly a director. The Company pays a monthly rent of approximately
$7,000 (Canadian) for 2008 which the Company believes represents the fair market value for similar leased space.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
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  Included in this proxy statement, annexes and associated documents are "forward-looking" statements, as well as
historical information. Although we believe that the expectations reflected in these forward-looking statements are
reasonable, we can give no assurance that the expectations reflected in these forward-looking statements will prove to
be correct. Our actual results could differ materially from those anticipated in forward-looking statements as a result
of certain factors. Forward-looking statements include those that use forward-looking terminology, such as the words
"anticipate," "believe," "estimate," "expect," "intend," "may," "project," "plan," "will," "shall," "should," and similar
expressions, including when used in the negative. Although we believe that the expectations reflected in these
forward-looking statements are reasonable and achievable, these statements involve risks and uncertainties and no
assurance can be given that actual results will be consistent with these forward-looking statements. All
forward-looking statements attributable to us are expressly qualified in their entirety by these and other factors.

14
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PROPOSAL ONE

ELECTION OF DIRECTORS

At the annual meeting, seven directors will be elected to serve a one year term or until the next annual shareholders
meeting and until such director's successor shall have been elected and qualified.

Our Board has nominated Christopher Crupi, Charles Reed, Michel Yvan Stinglhamber, Daniel Hachey, John Carden,
Ian Talbot and Robert Dinning. All nominees are currently members of the Board.

Each nominee has expressed his willingness to serve as a director if elected, and we know of no reason why any
nominee would be unable to serve. If a nominee becomes unavailable before the election, the proxies may be voted for
one or more substitute nominees designated by the Board, or the Board may decide to reduce the number of directors.

Set forth below is certain information with respect to each nominee for director.

Christopher Crupi

Mr. Crupi is a chartered accountant. He serves as our President, Chief Executive Officer and Director. Mr. Crupi
founded the Company in 2005 and oversees the administrative and operations activities of the Company. From 2000
to 2004, Mr. Crupi was a Vice President of PricewaterhouseCoopers LLP. Mr. Crupi received his Bachelor of
Commerce degree from the University of Ottawa in 1992. Mr. Crupi received his Chartered Accountant designation in
1995. Mr. Crupi is also a director of Industrial Minerals Inc., an OTC traded company.

Charles William Reed

Mr. Reed serves as our Vice President and Director. Mr. Reed has been our Vice President since 2005. Mr. Reed is
our manager of exploration in Mexico. Mr. Reed is a consultant to the Company and has committed 50% of his time
to his duties at Paramount. In addition to his duties at Paramount, Mr. Reed is also Chief Geologist of AmMex Gold
and Silver Corp. Mr. Reed has significant mining experience in Mexico, as he was formerly Chief Geologist - Mexico
for Minera Hecla S. A. de C. V. (�Hecla�), a subsidiary of Hecla Mining (NYSE:HL) from 1998 to 2004, and Regional
Geologist, Mexico and Central America for Echo Bay Exploration from 1993 to 1998. While at Hecla, Mr. Reed
supervised detailed exploration at the Noche Buena project, Sonora, and the San Sebastian silver and gold mine,
Durango. He also discovered and drilled the Don Sergio vein that was later put into production. Mr. Reed received his
Bachelor of Science Degree, Mineralogy, from the University of Utah in 1969 and is a Registered Professional
Geologist in the State of Utah. He also completed an Intensive Spanish Program at Institute De Lengua Espanola, San
Jose, Costa Rica in 1969.

John Carden, Ph.D.

Dr. Carden joined the Company as a director in 2006. Dr. Carden has more than twenty years experience in
exploration management, teaching, and research. Since 2001 Dr. Carden has been a geologic consultant for several
junior resource companies. Dr. Carden is currently a director of Corex Gold Corporation and Magnum Uranium
Corp., each TSX Venture Exchange listed companies. From 1998 to 2001, Dr. Carden was the President of Latitude
Minerals Corporation, a publicly traded company on the Canadian Venture Exchange, and Director of U.S.
Exploration for Echo Bay Mining from 1992 to 1998. Dr. Carden is a licensed Professional Geologist in the State of
Washington. Dr. Carden received both his Bachelor of Science and Master of Science in geology from Kent State
University in 1970 and 1971, respectively, and his doctorate in geology from Geophysical Institute, University of
Alaska in 1978.

Daniel Hachey
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Mr. Hachey joined the Company as a director in 2006. Mr. Hachey has a strong capital markets background with
twenty years of experience in investment banking largely in the area of public equity financing including initial public
offerings and private placements. Currently, Mr. Hachey is President and CEO of Greenwich Global Capital Inc., a
public capital pool company listed on the TSX Venture Exchange. From 2003 to 2003, Mr. Hachey was President and
CEO of Valencia Ventures Inc., a publicly-traded mining company listed on the TSX Venture Exchange. From 2001
to 2003, he led the Mining Investment Banking Group at Research Capital Corp.. From 1998 to 2001, Mr. Hachey
was at HSBC and leaving as Senior Vice President and Director, Head of Technology Group

15
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(investment banking). Mr. Hachey received a Bachelor of Science degree from Concordia University in 1982 and a
Master of Business Administration degree in finance from McGill University in 1986.

Michel Yvan Stinglhamber

Mr. Stinglhamber joined the Company as a director in May 2007. Mr. Stinglhamber has significant experience in the
Mexican mining industry. He currently represents Umicore Belgium in Mexico and as a director for Unimet SA de
CV, a wholly owned subsidiary of Umicore Belgium which is active in the fields of precious metals exploration.
Mr. Stinglhamber is also the Chairman of the Mining Group-Compania Minera Misiones SA de CV located in
Mexico. He is also on the Board of Directors of Marina Costa Baja in Mexico.

Since 1991, Mr. Stinglhamber has been involved in a number of mining ventures in Mexico. He was the president of
the Belgo Luxemburg Mexican Chamber of Commerce in 1987, and in 2002, was awarded the Belgian decoration of
�Officer of the Crown�.

Ian Talbot

Mr. Talbot joined the Company as a director effective May 31, 2007. He is an attorney and has significant experience
with both mining and exploration stage companies. He is the president and CEO of Arcus Development Group Inc., a
junior mineral exploration company. He is also a director of Rimfire Minerals Corporation, a junior exploration
company listed on the TSX Venture Exchange. In addition, Mr. Talbot currently acts as associate legal counsel to
Morton & Company, a boutique securities law firm in Vancouver, Canada.

Between 2002 and 2006, Mr. Talbot was employed by BHP Billiton World Exploration Inc. as senior legal counsel
and worked exclusively on mineral property acquisitions, dispositions and related junior exploration company
financings. During 2005, Mr. Talbot also acted as a BHP Billiton commercial manager and was responsible for the
management of a junior exploration company stock portfolio valued in excess of US$20 million.

Prior to joining BHP Billiton, Mr. Talbot was a practicing attorney concentrating in corporate and securities matters
for both public and private companies. He received his Bachelor of Laws degree from the University of British
Columbia in 1989 and received a Bachelor of Science (geology) from Brandon University in 1984.

Robert Dinning

Mr. Dinning joined Paramount in March 2008 as a director. Mr. Dinning is a Chartered Accountant, and life time
member of the Alberta Institute of Chartered Accountants. Mr. Dinning has operated a consulting practice since 1977.
He has an extensive background in corporate finance, operating in the mining and high tech industries. Mr. Dinning
has been an officer and director of various public and private companies for the past 35 years, including various
Companies in both the United States and Canada. Mr. Dinning has since 2000 held various positions with Apolo Gold
& Energy Corp., a Vancouver, British Columbia based company focused on precious metal mining opportunities in
Central and South America and currently serves as Apolo�s Chief Financial Officer, Secretary and as a Director.
Mr. Dinning also serves as the Chief Financial Officer, Secretary and as a director of Industrial Minerals Inc., an
Oakville, Ontario based, exploratory mining company. Mr. Dinning�s principal place of business is located at 12-1900
Indian River Cr North Vancouver B.C. Canada V7G 2R1.

The Board unanimously recommends that you vote ``FOR'' the appointment of each of the named directors.
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PROPOSAL TWO

RATIFICATION OF THE APPOINTMENT OF OUR INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

The Board has selected the firm of HLB Cinnamon Jang Willoughby & Company as our independent registered public
accounting firm for the year ending June 30, 2009, subject to ratification by our stockholders at the annual meeting.
HLB Cinnamon Jang Willoughby & Company was our independent registered public accounting firm the year ended
June 30, 2006 and 2007.

HLB Cinnamon Jang Willoughby & Company has been our independent registered public accounting firm since 2005.

AUDIT FEES. The aggregate fees billed for professional services rendered was $58,000 and $60,000 for the audit of
our annual financial statements for the fiscal years ended June 30, 2008 and 2007, respectively, and $18,000 and
$30,000 for the reviews of the financial statements included in our Forms 10-Q for the fiscal years ended 2008 and
2007 respectively.

TAX FEES. No fees were billed in each of the last two fiscal years for professional services rendered by the principal
accountant for tax compliance, tax advice and tax planning services.

ALL OTHER FEES. Other than the services described above, there were no other services provided by our principal
accountants for the periods indicated.

Representatives of HLB Cinnamon Jang Willoughby & Company are not expected to be present in person at the
annual meeting. However, they will be available to respond to questions via conference call.

The Board unanimously recommends that you vote ``FOR'' the ratification of the appointment of HLB
Cinnamon Jang Willoughby & Company as our independent registered public accounting firm for the years
ending June 30, 2009.

17
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PROPOSAL THREE

AMENDMENT TO OUR CERTIFICATE OF INCORPORATION TO INCREASE THE NUMBER OF OUR
AUTHORIZED SHARES OF COMMON STOCK.

INCREASE IN THE NUMBER OF AUTHORIZED SHARES OF COMMON STOCK

Our Articles of Incorporation currently authorize the issuance of 100 million shares of common stock. On October 2,
2008 our Board of Directors unanimously approved a proposal to amend our Articles of Incorporation to increase the
number of authorized shares of common stock from 100 million to 200 million shares of common stock. As of
September 30, 2008, 56,270,997 shares of common stock were outstanding.; 4,734,500 shares of common stock were
reserved for issuance upon the exercise of outstanding stock options and 7,994,657 shares of common stock were
reserved for issuance upon the exercise of outstanding warrants

Since inception, substantially all of our necessary funding has come from the proceeds of the sale of common stock.
We have also issued shares of our common stock to acquire mineral rights and mining interests. In order to continue
our drilling program and fund ongoing operations, we will need to secure additional capital. This will in all likelihood
require us to issue additional shares of common stock. Given current market conditions and the decline in the price of
our common stock, we believe that it is necessary to increase the number of shares of common stock that we are
authorized to issue to facilitate capital formation, acquire mining concessions and employ and retain qualified
personnel.

The additional shares of common stock would have rights identical to the shares of common stock currently
outstanding or reserved for issuance. Holders of our common stock are entitled to one vote for each share of common
stock held and are entitled to receive such dividends as may be declared from time to time by the Board of Directors.
In addition, upon a liquidation, dissolution or winding up of our affairs, the holders of common stock are entitled to
receive a pro rata portion of our net assets which remain, if any, after the payment of any debts, obligations and
liquidation preferences. There are no preemptive rights associated with any of our stock.

The Board of Directors believes that the availability of the proposed amount of additional authorized shares of
common stock will provide us with the flexibility to issue common stock in connection with equity financing, stock
options, warrants, possible future acquisitions, stock splits or other appropriate general corporate purposes. If the
proposal is approved, the additional shares will be available for issuance without further authorization of the
shareholders, unless such action is required by applicable law or the rules of the American Stock Exchange. At this
time, we have no plans, understandings or agreements for the issuance or use of the proposed additional shares of
common stock.

The issuance of additional shares of common stock or the rights to acquire such shares would have the effect of
diluting our earnings per share in the event that we become profitable and will dilute the voting power of current
shareholders who do not acquire sufficient additional shares to maintain their percentage of share ownership.

A copy of the proposed amendment to our articles of incorporation is attached hereto and marked Exhibit A.

The Board unanimously recommends that you vote ``FOR'' the ratification of the amendment to our certificate
of incorporation increasing the number of authorized shares of common stock to 200 million shares of $0.001
par valuecommon stock.
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PROPOSAL FOUR

RATIFICATION OF THE 2008/09 STOCK INCENTIVE AND EQUITY COMPENSATION PLAN

Introduction

The Board of Directors of Paramount believe that the proposed 2008/09 Stock Incentive and Equity Compensation
Plan (the �Plan�) will be effective in attracting directors, executives and employees to the Company by providing
incentives and rewards to those directors, executives, employees and consultants responsible for the Company�s
continued growth. The Board further believes that incentive stock options and nonqualified stock options granted
under the Plan would provide a form of incentive that aligns the economic interests of management, employees,
consultants and those of our stockholders.

The Board desires a plan that gives it flexibility to determine what types of awards are beneficial to the Company, its
employees, directors and stockholders as changes occur with respect to compensation trends, accounting treatment of
awards, tax treatment of awards to the Company or its employees or directors, or its cash flow needs.

The Plan will provide the flexibility that the Board desires. In addition to incentive stock options and nonqualified
stock options, the Plan will allow the Board or its compensation committee, as the administrator of the Plan, to award
stock options restricted shares and stock appreciation rights to employees, directors and consultants. We may also
issue registered shares if we register the Plan on Form S-8 with the SEC.

The Board of Directors of Paramount has unanimously approved the adoption of the Plan. A copy of the Plan is
included herewith and marked Exhibit B.

Material Features of the Plan

The material features of the Plan are summarized below. The summary is qualified in its entirety by reference to the
specific provisions of the Plan, the full text of which is set forth as Exhibit A to this proxy statement.

Administration

The Plan will be administered by the Compensation Committee of the Board of Directors. The Committee will have
the authority to determine, within the limits of the express provisions of the Plan, the individuals to whom awards will
be granted, the nature, amount and terms of such awards and the objectives and conditions for earning such awards or
grants.

Types of Awards

Awards under the Plan may include restricted shares of common stock , registered shares of Common Stock, (if a
registration statement has been filed) nonqualified stock options, incentive stock options (�ISOs�) and stock appreciation
rights (�SARs�). Restricted Shares are shares of common stock issued to a recipient subject to such terms and
conditions, including, without limitation, forfeiture and to such restrictions against sale, transfer or other disposition,
as the Committee may determine at the time of issuance. A SAR is the right to receive cash, common stock or both
based on the increase in the market value of the shares of common stock covered by such SAR from the initial date of
the performance period for such SAR to the date of exercise. We may only issue registered securities if the Company
files a Registration Statement with the Securities and Exchange Commission.

The Committee may determine that all or a portion of an award may be deferred, that it may be vested at such times
and upon such terms as the Committee may select, or that a recipient must be an employee or director at the time the
award is paid or exercised. The Plan provides that ISOs may be granted to a recipient during a calendar year only if
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the aggregate fair market value (determined as of the time an ISO is granted) of common stock with respect to which
ISOs are exercisable for the first time by such recipient during any calendar year under the Plan and any other
�incentive stock option plans� maintained by the Company does not exceed $100,000.

Eligible Recipients of Awards

The Committee may grant awards to any of the Company�s employees, to a member of the Board of Directors and to
our consultants.
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Restrictions on Awards to Insiders

No Award under the Plan shall be granted if the aggregate number of shares of common stock (i) issued to insiders (as
that term is defined in the Plan) of the Company within any one year period, or (ii) issuable to insiders at any time,
under the Plan and any other security based compensation arrangement of the Company could exceed 10% of the
Company�s shares of common stock issued and outstanding, on a non-diluted basis, at the time of the grant of the
Award.

Term of Options

The term of each stock option shall be fixed by the Committee but no stock option shall be exercisable more than ten
(10) years after the date the stock option is granted. If any stock options are set to expire during any black-out period
which would prohibit the option holder from exercising the stock option during the black-out period, then in that event
the option term shall be extended for an additional ten (10) days beyond the end of any black-out period to permit the
holder to exercise the stock option.

Market Appreciation of Stock Appreciation Rights

The Plan provides for Tandem and Non-Tandem Stock Appreciation Rights. A Tandem Stock Appreciation Right
shall mean the right to surrender to the Company all (or a portion) of a stock option in exchange for an amount in cash
or stock equal to the excess of (i) the fair market value (as that term is defined in the Plan), on the date such stock
option (or such portion thereof) is surrendered, of the common stock covered by such stock option (or such portion
thereof), over (ii) the aggregate exercise price of such stock option (or such portion thereof). A Non-Tandem Stock
Appreciation Right shall mean the right to receive an amount in cash or stock equal to the excess of (x) the fair market
value of a share of common stock on the date such right is exercised, over (y) the aggregate exercise price of such
right, other than on surrender of a stock option.

Stock Award Pricing

The Committee shall determine the price, if any, to be paid by the recipient of an award of restricted stock and
registered stock under the Plan.

Assignability

No award granted pursuant to the Plan is transferable or assignable by its recipient other than by will or the laws of
descent and distribution.

Shares Subject to the Plan

An aggregate of 4,000,000 (4 million) shares of common stock is reserved for issuance under the Plan representing
7.1% of the Company�s issued and outstanding shares of common stock as of September 30, 2008. Shares of common
stock to be delivered or purchased under the Plan may be either authorized but unissued common stock or treasury
shares.

Anti-Dilution Protection

In the event of any changes in the capital structure of the Company, including a change resulting from a stock
dividend or stock split, or combination or reclassification of shares, the Board of Directors is empowered to make
such equitable adjustments with respect to awards or any provisions of the Plan as it deems necessary and appropriate,
including, if necessary, any adjustments in the maximum number of shares of common stock subject to the Plan or in
the number of shares of common stock subject to an outstanding award.
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Merger, Consolidation, Reorganization, Liquidation, Etc.

If after the date of the adoption of the Plan, the Company becomes a party to any corporate merger, consolidation,
major acquisition of property for stock, reorganization, or liquidation, the Board of Directors is authorized under the
Plan to make such arrangements it deems advisable with respect to outstanding awards, which shall be binding upon
the recipients of such awards, including, but not limited to, the substitution of new awards for any awards then
outstanding, the assumption of any such awards, and the termination of or payment for such awards.
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Market Value Restrictions

The amounts of certain awards are based on the fair market value of a share of common stock at a specified point in
time. The exercise price per share of common stock under each nonqualified stock option or ISO granted under the
Plan, which is paid to the Company at the time of the exercise, shall be determined by the Committee, but may not be
less than the fair market value of such common stock on the date of grant of such option. �Fair market value� of a share
of common stock as of a given date is defined by the Plan to be as of any given date: (i) if the Common Stock is listed
on a national securities exchange, foreign stock exchange or quoted on the Nasdaq National Market or Nasdaq
SmallCap Market, the closing price of the Common Stock on the trading market for the Common Stock, as selected by
the Committee, on the trading date preceding the given date, as reported by the exchange or Nasdaq, as the case may
be, (ii) if the Common Stock is not listed on a national securities exchange, foreign stock exchange or quoted on the
Nasdaq National Market or Nasdaq SmallCap Market, but is traded in the over-the-counter market, the closing bid
price for the Common Stock on such date, as reported by the OTC Bulletin Board or the National Quotation Bureau,
Incorporated or similar publisher of such quotations;

No Repricing

Except for adjustments made pursuant to the anti-dilution provisions of the Plan, or by reason of a merger,
consolidation, major acquisition of property for stock, reorganization or liquidation, the exercise or purchase price
under any outstanding award granted under the Plan may not be decreased after the date of grant, nor may any
outstanding award granted under the Plan be surrendered to the Company as consideration for the grant of a new
award with a lower exercise or purchase price in the absence of the approval of the holders of a majority of the shares
of our common stock present in person or by proxy at a duly constituted meeting of our shareholders.

Termination of Employment

Generally, unless otherwise determined by the Committee at grant, if a Participant is terminated for cause, any Stock
Option held by such Participant shall thereupon terminate and expire as of the date of termination. Unless otherwise
determined by the Committee at grant, any Stock Option held by a Participant:

(i)

on death or termination of employment or consultancy by reason of disability or retirement may be exercised, to the
extent exercisable at the Participant�s death or termination, by the legal representative of the estate or Participant as the
case may be, at any time within a period of one (1) year from the date of such death or termination;

(ii)

on termination of employment or consultancy by involuntary termination without cause or for good reason may be
exercised, by the Participant at any time within a period of ninety (90) days from the date of such termination; or

(iii)

on termination of employment or consultancy by voluntary termination but without good reason and occurs prior to,
or more than ninety (90) days after, the occurrence of an event which would be grounds for termination by the
Company for cause, any Stock Option held by such Participant may be exercised, to the extent exercisable at
termination, by the Participant at any time within a period of thirty (30) days from the date of such termination,

but in no event beyond the expiration of the stated term of such Stock Option.
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Amendments to the Plan

The Board may at any time amend, in whole or in part, any or all of the provisions of the Plan, or suspend or terminate
the Plan entirely. Provided, however, that, unless otherwise required by law or specifically provided in the Plan, the
rights of a Participant with respect to Awards granted prior to such amendment, suspension or termination, may not be
impaired without the consent of such Participant and, provided further, without the approval of the stockholders of the
Company, if and to the extent required by the applicable provisions of Rule 16b-3 of the 1934 Act or, if and to the
extent required, under the applicable provisions of the Code, no amendment may be made which would, among other
things: increase the aggregate number of Common Shares that may be issued under the Plan; change the classification
of Participants eligible to receive Awards under the Plan; decrease the minimum option price of any Stock Option;
extend the maximum option period; change any rights under the Plan with regard to non-employee directors; or
require stockholder approval in order for the Plan to continue to comply with the applicable provisions.
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Awards to be Granted Under the Plan

The exact types and amounts of any awards to be made by the Committee to any eligible employees or directors
pursuant to the Plan are not presently determinable. As a result of the discretionary nature of the Plan, it is not possible
to state who the participants in such Plan will be, the number of options or other awards to be received by any person
or group, or the benefits that would have been received by certain persons or groups under the Plan during the last
fiscal year if the Plan had been in effect during the year.

Federal Income Tax Consequences

The federal income tax consequences of the issuance and/or exercise of awards under the Plan are as described below.
The following information is not a definitive explanation of the tax consequences of the awards, and recipients should
consult with their own tax advisors with respect to the tax consequences inherent in the ownership and/or exercise of
the awards, and the ownership and disposition of any underlying securities. Tax consequences will also vary
depending upon the jurisdiction where the recipient of the award may reside.

Restricted Shares

A recipient will not be taxed at the date of an award of Restricted Shares, provided that the Restricted Shares are
subject to substantial risk of forfeiture, but will be taxed at ordinary income rates on the fair market value of any
restricted shares as of the date that the restrictions lapse, unless the recipient, within 30 days after transfer of such
Shares to the recipient, elects under Section 83(b) of the Internal Revenue Code to include in income the fair market
value of the Restricted Shares as of the date of such transfer. The Company will be entitled to a corresponding
deduction. Any disposition of shares after restrictions lapse will be subject to the regular rules governing long-term
and short-term capital gains and losses, with the basis for this purpose equal to the fair market value of the shares at
the end of the restricted period (or on the date of the transfer of the restricted shares, if the employee elects to be taxed
on the fair market value upon such transfer). Dividends received by a recipient during the restricted period will be
taxable to the recipient at ordinary income tax rates and will be deductible by the Company, unless the recipient has
elected to be taxed on the fair market value of the restricted shares upon transfer, in which case they will thereafter be
taxable to the recipient as dividends and will not be deductible by the Company.

Incentive Stock Options

A recipient who is granted an ISO will not recognize any taxable income for federal income tax purposes on either the
grant or the exercise of the ISO. If the recipient disposes of the shares purchased pursuant to the ISO more than two
years after the date of grant and more than one year after the transfer of the shares to him (the required statutory
�holding period�), (a) the recipient will recognize long-term capital gain or loss, as the case may be, equal to the
difference between the selling price and the option price; and (b) the Company will not be entitled to a deduction with
respect to the shares of stock so issued.

If the holding period requirements are not met, any gain realized upon disposition will be taxed as ordinary income to
the extent of the excess of the lesser of (i) the excess of the fair market value of the shares at the time of exercise over
the option price, or (ii) the gain on the sale. The Company will be entitled to a deduction in the year of disposition in
an amount equal to the ordinary income recognized by the recipient. Any additional gain will be taxed as short-term or
long-term capital gain depending upon the holding period for the stock. A sale for less than the option price results in
a capital loss. Generally, if an ISO is not exercised within three months following a participant�s termination of
employment, the ISO will be treated as a nonqualified stock option.

Ordinarily, the excess of the fair market value of the shares on the date of exercise over the option price is an
alternative minimum tax addition. A corresponding alternative minimum tax subtraction is allowed in the year in
which the shares are disposed. See �Alternative Minimum Tax,� below.
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Nonqualified Stock Options

The recipient of a nonqualified stock option under the Plan will not recognize any income for federal income tax
purposes on the grant of the option. Generally, on the exercise of the option, the recipient will recognize taxable
ordinary income equal to the excess of the fair market value of the shares on the exercise date over the option price for
the shares. The Company generally will be entitled to a deduction on the date of exercise in an amount equal to the
ordinary income recognized by the recipient. Upon disposition of the shares purchased pursuant
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to the stock option, the recipient will recognize long-term or short-term capital gain or loss, as the case may be, equal
to the difference between the amount realized on such disposition and the basis for such shares, which basis includes
the amount previously recognized by the recipient as ordinary income.

Stock Appreciation Rights

A recipient who is granted stock appreciation rights will not recognize any taxable income on the receipt of the SARs.
Upon the exercise of an SAR, (a) the recipient will recognize ordinary income equal to the amount received (the
increase in the fair market value of one share of our common stock from the date of grant of the SAR to the date of
exercise) and (b) we will be entitled to a deduction on the date of exercise in an amount equal to the ordinary income
recognized by the recipient.

Tandem Stock Appreciation Rights

Stock Appreciation Rights may be granted in conjunction with all or part of any Stock Option (a �Reference Stock
Option�) granted under the Plan (�Tandem Stock Appreciation Rights�). In the case of a Non-Qualified Stock Option,
such rights may be granted either at or after the time of the grant of such Reference Stock Option. In the case of an
Incentive Stock Option, such rights may be granted only at the time of the grant of such Reference Stock Option.

A Tandem Stock Appreciation Right or applicable portion thereof granted with respect to a Reference Stock Option
shall terminate and no longer be exercisable upon the termination or exercise of the Reference Stock Option, except
that, unless otherwise determined by the Committee, in its sole discretion, at the time of grant, a Tandem Stock
Appreciation Right granted with respect to less than the full number of shares covered by the Reference Stock Option
shall not be reduced until and then only to the extent the exercise or termination of the Reference Stock Option causes
the number of shares covered by the Tandem Stock Appreciation Right to exceed the number of shares remaining
available and unexercised under the Reference Stock Option.

Upon the exercise of a Tandem Stock Appreciation Right, a Participant shall be entitled to receive up to, but no more
than, an amount in cash and/or Common Shares equal in value to the excess of the fair market value of one Common
Share over the option price per share specified in the Reference Stock Option multiplied by the number of shares in
respect of which the Tandem Stock Appreciation Right shall have been exercised, with the Committee having the
right to determine the form of payment.

Non-Tandem Stock Appreciation Rights

Stock Appreciation Rights may also be granted without reference to any Stock Options granted under the Plan
(�Non-Tandem Stock Appreciation Rights�). The term of each Non-Tandem Stock Appreciation Right shall be fixed by
the Committee, but shall not be greater than ten (10) years after the date the right is granted.

Non-Tandem Stock Appreciation Rights shall be exercisable at such time or times and subject to such terms and
conditions as shall be determined by the Committee at grant. Subject to such terms and conditions, Non-Tandem
Stock Appreciation Rights may be exercised in whole or in part at any time during the option term, by giving written
notice of exercise to the Company specifying the number of Non-Tandem Stock Appreciation Rights to be exercised.

Upon the exercise of a Non-Tandem Stock Appreciation Right, a Participant shall be entitled to receive, for each right
exercised, up to, but no more than, an amount in cash and/or Common Shares equal in value to the excess of the fair
market value of one Common Share on the date the right is exercised over the fair market value of one (1) Common
Share on the date the right was awarded to the Participant.

Alternative Minimum Tax
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In addition to the federal income tax consequences described above, a recipient may be subject to the alternative
minimum tax (�AMT�), which is payable only to the extent it exceeds the recipient�s regular tax liability. The AMT is
assessed on the recipient�s alternative minimum taxable income in excess of an exemption amount that varies by filing
status. For purposes of computing the AMT, the alternative minimum taxable income is equal to taxable income
(1) increased by tax preference items and (2) increased or reduced by certain AMT �adjustments.� Federal law currently
provides for a minimum tax credit that may be applied against the recipient�s regular tax liability in years following a
year in which the recipient is subject to AMT. The minimum tax credit is limited to the

23

Edgar Filing: MFS HIGH YIELD MUNICIPAL TRUST - Form N-Q

27



excess, if any, of the regular tax over the tentative AMT for the year. Any credit not used because of the limitation
may be carried forward indefinitely.

If approved by our stockholders, the Plan shall be effective on that date.

Vote Required

The approval of the Plan will require the affirmative vote of the holders of a majority of the shares of Paramount�s
common stock present or represented at the meeting.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� THE PLAN IN SUBSTANTIALLY THE
SAME FORM AS INCLUDED AS AN EXHIBIT TO THIS PROXY STATEMENT.
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PROPOSAL FIVE

RATIFICATION OF A PROPOSAL BY OUR BOARD OF DIRECTORS TO RESET THE EXERCISE
PRICE OF ALL OUTSTANDING COMMON STOCK OPTIONS

Our shareholders will be asked to ratify a resolution adopted by our Board of Directors to amend our outstanding
common stock options pursuant to the following terms and conditions:

If this proposal is agreed to, our Board of Directors will reconvene for a meeting no later than 30 days following the
adoption of this resolution. At that meeting we will amend the exercise price of l outstanding options got our current
employees and consultants such that the new exercise price will be equal to the greater of 40% of the previously
granted exercise price or the closing bid price of our common stock as reported by the American Stock Exchange on
the effective date on which our Board chooses to reprice the outstanding options.

The following table sets forth our outstanding stock options:

Number
Weighted Avg.
Exercise Price

Balance, beginning of year 1,620,000 $2.24
Granted

Granted

Granted

Granted

1,615,000 

150,000 

62,500 

1,342,000 

$2.42

$3.15

$2.50

$2.50
Granted 50,000 $2.25
Granted 10,000 $2.50
Expired on cancelled (115,000) $2.37
Balance, end of period 4,734,500 $2.43

At June 30, 2008, there were 4,734,500 exercisable options outstanding.

Our compensation committee believes that repricing the exercise price of our outstanding options is critical to
retaining the services of key employees, consultants as well as retaining the services of the current board members.
Our entire Board of Directors has endorsed this proposal.

We believe that the significant decline in the price of our common stock since the grant of the options is primarily due
to market conditions beyond our control. We are not rewarding employees or management for poor business
decisions. Rather, just the opposite. Since successfully completing our primary funding in March 2007, our focus has
been and continues to be expanding our drilling program, securing a 100% equity interest in our joint venture and
acquiring ownership stakes in mineral rich properties in areas which we believe which will enhance our likelihood in
identifying a joint venture partner to commercially exploit our mineral reserves.

Our geologists, consultants, employees as well as our Board members have always believed in our drilling program
and the ultimate success of the Company. As a result, these people have agreed to accept substantially less than the
fair market value for their services. These people believe in our project and business plan and as a result, chose to be
equity participants in our business. The overall decline in the stock market as well as the deteriorating economy has
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made it extremely difficult for these individuals to rely almost exclusively, especially in the case of our board
members as stock options as a form of compensation. We believe that these people should not be penalized for matters
outside of our control.

Drilling results on our properties have proven to be promising. As such, we intend to go to the financial community in
search of additional equity financing. If we are successful in securing additional funding, we want to devote as much
of this funding as possible to expanding our drilling program. If we were to pay our employees, including our board
members, the fair market value for their services in cash, a large percentage of any equity funding would be diverted
to employee compensation as opposed to expanding our drilling program. If we cannot expand our drilling program,
the likelihood of demonstrating proven reserves and securing a joint venture partner or securing the sale of the
properties will be diminished. This will have a significant adverse affect on our business operations and will in all
likelihood further depress the price of our common stock.
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We do not believe that hiring new employees and offering these employees a new compensation package is helpful in
moving forward with our business plan. Rather, our ongoing program will be delayed while these employees
acclimate themselves to our operations and procedures. Even assuming we could recruit new employees, of which
there can be no assurance, the exercise price of any options which we may grant, will in all likelihood, be no less
favorable than the new exercise price which we are suggesting for current option holders.

We are not repricing our options to provide additional compensation to our employees. Rather, repricing our securities
will enable us to move forward with our business plan with a qualified team of professionals. We will not reprice any
options that have been granted to employees no longer employed by the Company.

The Board unanimously recommends that you vote ``FOR'' the ratification of the Board�s resolution to reprice
the exercise price of currently outstanding stock options.  

OTHER MATTERS

 The Board does not know of any other matter that may be brought before the annual meeting. However, if any such
other matters are properly brought before the meeting, the proxies may use their own judgment to determine how to
vote your shares.

TO VOTE BY MAIL

If you wish to vote by mail, please mark, sign and date your proxy card and return it in the postage paid envelope we
have provided or return it to Paramount at 346 Waverley Street Ottawa. Ontario Canada K2P OW5
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EXHIBIT A

FORM OF CERTIFICATE OF AMENDMENT

State of Delaware

Certificate of Amendment

Of Certificate of Incorporation

Of Paramount Gold and Silver Corp.

Paramount Gold and Silver Corp., a corporation organized and existing under and by virtue of the General
Corporation Law (the �GCL�) of the State of Delaware (the �Corporation�);

FIRST: That at a meeting of the Board of Directors of the Corporation, resolutions were duly adopted setting forth a
proposed amendment to the Certificate of Incorporation of said Corporation, declaring said amendment to be
advisable and calling a meeting of the stockholders of said Corporation for consideration thereof. The resolution
setting forth the proposed amendment is as follows:

RESOLVED, that the Certificate of Incorporation of this Corporation be amended by changing the Article thereof
numbered �Fourth� so that, as amended, said Article shall be and read as follows: The amount of the total authorized
capital stock of this Corporation is 200,000,000 shares of $0.001 par value common stock.

SECOND: That thereafter, pursuant to resolution of its Board of Directors, at the annual meeting of the stockholders
of said Corporation was duly called and held upon notice in accordance with Section 222 of the General Corporation
Law of the state of Delaware at which meeting the necessary number of shares as required by statute were voted in
favor of the amendment.

THIRD: That said amendment was duly adopted in accordance with the provisions of Section 242 of the General
Corporation Law of the state of Delaware.

IN WITNESS WHEREOF, said Corporation has caused this certificate to be signed by the undersigned, an authorized
officer this ___ day of ________ , 2008

By: ________________

A-1
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EXHIBIT B

PARAMOUNT GOLD AND SILVER CORP.

2008/09 STOCK INCENTIVE AND EQUITY COMPENSATION PLAN

B-1
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PARAMOUNT GOLD AND SILVER CORP.

2008/09 STOCK INCENTIVE AND EQUITY COMPENSATION PLAN

ARTICLE I

PURPOSE

The purpose of this Paramount Gold and Silver Corp. 2008/09 Stock Incentive and Compensation Plan (the "Plan") is
to enhance the profitability and value of Paramount Gold and Silver Corp. (the "Company") for the benefit of its
stockholders by enabling the Company (i) to offer employees and consultants of the Company and its Affiliates stock
based incentives and other equity interests in the Company, thereby creating a means to raise the level of stock
ownership by employees and consultants in order to attract, retain and reward such employees and consultants and
strengthen the mutuality of interests between employees or consultants and the Company's stockholders and (ii) to
offer equity based awards to non-employee directors thereby attracting, retaining and rewarding such non-employee
directors and strengthening the mutuality of interests between non-employee directors and the Company's
stockholders.

ARTICLE II

DEFINITIONS

For purposes of this Plan, the following terms shall have the following meanings:

2.1 "Affiliate" shall mean, other than the Company, each of the following: (i) any Subsidiary; (ii) any Parent; (iii) any
corporation, trade or business (including, without limitation, a partnership or limited liability company) which is
directly or indirectly controlled fifty percent (50%) or more (whether by ownership of stock, assets or an equivalent
ownership interest or voting interest) by the Company or one of its Affiliates; and (iv) any other entity, approved by
the Committee as an Affiliate under the Plan, in which the Company or any of its Affiliates has a material equity
interest.

2.2 "Award" shall mean any award under this Plan of any Stock Option, Stock Appreciation Right or Restricted Stock.
All Awards shall be confirmed by, and subject to the terms of, a written agreement executed by the Company and the
Participant.

2.3 "Black-out Period" means any black-out period self-imposed by the Company that restricts the purchase and sale
of the Company�s securities by designated persons for a period of time; for greater certainty a "Black-out Period"
includes any quarterly or special black-out period self-imposed by the Company but excludes any cease trade order
imposed against the Company or an Insider.

2.4 "Board" shall mean the Board of Directors of the Company.

2.5 "Cause" shall mean, with respect to a Participant's Termination of Employment or Termination of Consultancy,
unless otherwise determined by the Committee at grant, or, if no rights of the Participant are reduced, thereafter: (i) in
the case where there is no employment agreement, consulting agreement, change in control agreement or similar
agreement in effect between the Company or an Affiliate and the Participant at the time of the grant of the Award (or
where there is such an agreement but it does not define "cause" (or words of like import)), termination due to a
Participant's dishonesty, fraud, insubordination, willful misconduct, refusal to perform services (for any reason other
than illness or incapacity) or materially unsatisfactory performance of his or her duties for the Company as determined
by the Committee in its sole discretion; or (ii) in the case where there is an employment agreement, consulting
agreement, change in control agreement or similar agreement in effect between the Company or an Affiliate and the
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Participant at the time of the grant of the Award that defines "cause" (or words of like import), as defined under such
agreement; provided, however, that with regard to any agreement that conditions "cause" on occurrence of a change in
control, such definition of "cause" shall not apply until a change in control actually takes place and then only with
regard to a termination thereafter. With respect to a Participant's Termination of Directorship, Cause shall mean an act
or failure to act that constitutes "cause" for removal of a director under applicable state corporate law.
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2.6"Change in Control" shall have the meaning set forth in Article XI.

2.7 "Code" shall mean the Internal Revenue Code as amended. Any reference to any section of the Code shall also be
a reference to any successor provision and any Treasury regulation thereunder.

2.8 "Committee" shall mean a committee of the Board that may be appointed from time to time by the Board. To the
extent determined appropriate by the Board, or to the extent required under Rule 16b-3 and Section 162(m) of the
Code, such committee shall consist of one or more non-employee directors, each of whom shall be a non-employee
director as defined in Rule 16b-3 and an outside director as defined under Section 162(m) of the Code. To the extent
that no Committee exists which has the authority to administer the Plan, the functions of the Committee shall be
exercised by the Board. If for any reason the appointed Committee does not meet the requirements of Rule 16b-3 or
Section 162(m) of the Code, such noncompliance with the requirements of Rule 16b-3 or Section 162(m) of the Code
shall not affect the validity of the awards, grants, interpretations or other actions of the Committee. Notwithstanding
the foregoing, with respect to the application of the Plan to non-employee directors, Committee shall mean the Board.

2.9 "Common Stock" shall mean the Company's common stock, $0.001 par value per share, of the Company.

2.10 "Company" shall mean Paramount Gold and Silver Corp., a Delaware corporation.

2.11 "Consultant" shall mean any advisor or consultant to the Company or an Affiliate who is eligible pursuant to
Article V to be granted Awards under this Plan.

2.12 "Disability" shall mean total and permanent disability, as defined in Section 22(e)(3) of the Code.

2.13 "Eligible Employees" shall mean the employees or Consultants of the Company and its Affiliates who are
eligible pursuant to Article V to be granted Awards under this Plan. Notwithstanding the foregoing, with respect to the
grant of Incentive Stock Options, Eligible Employees shall mean the employees of the Company, its directors,
whether employee directors or non employee directors, its Subsidiaries and its Parents who are eligible pursuant to
Article V to be granted Stock Options under the Plan.

2.14 "Exchange Act" shall mean the Securities Exchange Act of 1934, as amended.

2.15 "Fair Market Value" for purposes of this Plan, unless otherwise required by any applicable provision of the Code
or any regulations issued thereunder, shall mean, as of any given date: (i) if the Common Stock is listed on a national
securities exchange, foreign stock exchange or quoted on the Nasdaq National Market or Nasdaq SmallCap Market,
the closing price of the Common Stock on the trading market for the Common Stock, as selected by the Committee,
on the trading date preceding the given date, as reported by the exchange or Nasdaq, as the case may be, (ii) if the
Common Stock is not listed on a national securities exchange, foreign stock exchange or quoted on the Nasdaq
National Market or Nasdaq SmallCap Market, but is traded in the over-the-counter market, the closing bid price for
the Common Stock on such date, as reported by the OTC Bulletin Board or the National Quotation Bureau,
Incorporated or similar publisher of such quotations; and (iii) if the fair market value of the Common Stock cannot be
determined pursuant to clause (i) or (ii) above, such price as the Committee shall determine, in good faith, based on
reasonable methods set forth under Section 422 of the Code and the regulations thereunder including. For purposes of
the grant of any Award, the applicable date shall be the date on which the Award is granted or, in the case of a Stock
Appreciation Right, the date a notice of exercise is received by the Committee or, if the sale of Common Stock shall
not have been reported or quoted on such date, the first day prior thereto on which the sale of Common Stock was
reported or quoted. If the Fair Market Value is determined by a closing price on a foreign stock exchange that reports
in a currency other than US dollars, the Fair Market Value shall be converted into US dollars at the most recently
published applicable noon exchange rate of the Federal Reserve Bank of New York at the time of the conversion.

Edgar Filing: MFS HIGH YIELD MUNICIPAL TRUST - Form N-Q

36



2.16 "Good Reason" with respect to a Participant's Termination of Employment or Termination of Consultancy shall
mean (i) in the case where there is no employment agreement, consulting agreement, change in control agreement or
similar agreement in effect between the Company or an Affiliate and the Participant at the time of the grant of the
Award (or where there is such an agreement but it does not define "Good Reason" (or words of like import)), or where
"Good Reason" is not otherwise determined by the Committee at grant, or, if no rights of the Participant are reduced,
thereafter, a voluntary termination due to "good reason," as the Committee, in its sole discretion, decides to treat as a
Good Reason termination, or (ii) in the case where there is an employment
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agreement, consulting agreement, change in control agreement or similar agreement in effect between the Company or
an Affiliate and the Participant at the time of the grant of the Award that defines "good reason" (or words of like
import), as defined under such agreement; provided, however, that with regard to any agreement that conditions "good
reason" on occurrence of a change in control, such definition of "good reason" shall not apply until a change in control
actually takes place and then only with regard to a termination thereafter.

2.17 "Incentive Stock Option" shall mean any Stock Option awarded under this Plan intended to be and designated as
an "Incentive Stock Option" within the meaning of Section 422 of the Code.

2.18 "Insider" means an insider, as such term is defined in The Toronto Stock Exchange Company Manual, as
amended, of the Company.

2.19 "Limited Stock Appreciation Right" shall mean an Award of a limited Tandem Stock Appreciation Right or a
Non-Tandem Stock Appreciation Right made pursuant to Section 8.5 of this Plan.

2.20 "Non-Qualified Stock Option" shall mean any Stock Option awarded under this Plan that is not an Incentive
Stock Option.

2.21 "Non-Tandem Stock Appreciation Right" shall mean a Stock Appreciation Right entitling a Participant to receive
an amount in cash or Common Stock (as determined by the Committee in its sole discretion) equal to the excess of: (i)
the Fair Market Value of a share of Common Stock as of the date such right is exercised, over (ii) the aggregate
exercise price of such right.

2.22 "Parent" shall mean any parent corporation of the Company within the meaning of Section 424(e) of the Code.

2.23 "Participant" shall mean the following persons to whom an Award has been made pursuant to this Plan: Eligible
Employees of, and Consultants to, the Company and its Affiliates and non-employee directors of the Company;
provided, however, that non-employee directors shall be Participants for purposes of the Plan solely with respect to
Awards pursuant to Article IX.

2.24 "Restricted Stock" shall mean an award of shares of Common Stock under the Plan that is subject to restrictions
under Article VII.

2.25 "Restriction Period" shall have the meaning set forth in Subsection 7.3(a) with respect to Restricted Stock for
Eligible Employees.

2.26 "Retirement" with respect to a Participant's Termination of Employment or Termination of Consultancy, shall
mean a Termination of Employment or Termination of Consultancy without Cause from the Company by a Participant
who has attained (i) at least age eighty (80). With respect to a Participant's Termination of Directorship, Retirement
shall mean the failure to stand for reelection or the failure to be reelected after a Participant has attained age eighty
(80).

2.27 "Rule 16b-3" shall mean Rule 16b-3 under Section 16(b) of the Exchange Act as then in effect or any successor
provisions.

2.28 "Section 162(m) of the Code" shall mean the exception for performance-based compensation under Section
162(m) of the Code and any Treasury regulations thereunder.

2.29 "Stock Appreciation Right" shall mean the right pursuant to an Award granted under Article VIII. A Tandem
Stock Appreciation Right shall mean the right to surrender to the Company all (or a portion) of a Stock Option in
exchange for an amount in cash or stock equal to the excess of (i) the Fair Market Value, on the date such Stock
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Option (or such portion thereof) is surrendered, of the Common Stock covered by such Stock Option (or such portion
thereof), over (ii) the aggregate exercise price of such Stock Option (or such portion thereof). A Non-Tandem Stock
Appreciation Right shall mean the right to receive an amount in cash or stock equal to the excess of (x) the Fair
Market Value of a share of Common Stock on the date such right is exercised, over (y) the aggregate exercise price of
such right, other than on surrender of a Stock Option.

2.30 "Stock Option" or "Option" shall mean any Option to purchase shares of Common Stock granted to Eligible
Employees or Consultants pursuant to Article VI.
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2.31 "Subsidiary" shall mean any corporation that is defined as a subsidiary corporation in Section 424(f) of the Code.

2.32 "Ten Percent Stockholder" shall mean a person owning Common Stock of the Company possessing more than
ten percent (10%) of the total combined voting power of all classes of stock of the Company, its Subsidiaries and/or
its Parents in the manner provided under Section 422 of the Code.

2.33 "Termination of Consultancy" shall mean, with respect to an individual, that the individual is no longer acting as
a Consultant to the Company or an Affiliate. In the event an entity shall cease to be an Affiliate, there shall be deemed
a Termination of Consultancy of any individual who is not otherwise a Consultant of the Company or another
Affiliate at the time the entity ceases to be an Affiliate. In the event that a Consultant becomes an Eligible Employee
upon the termination of his consultancy, the Committee, in its sole and absolute discretion, may determine that no
Termination of Consultancy shall be deemed to occur until such time as such Consultant is no longer a Consultant or
an Eligible Employee.

2.34 "Termination of Directorship" shall mean, with respect to a non-employee director, that the non-employee
director has ceased to be a director of the Company.

2.35 "Termination of Employment," except as provided in the next sentence, shall mean (i) a termination of service
(for reasons other than a military or personal leave of absence granted by the Company) of a Participant from the
Company and its Affiliates; or (ii) when an entity which is employing a Participant ceases to be an Affiliate, unless the
Participant thereupon becomes employed by the Company or another Affiliate. In the event that an Eligible Employee
becomes a Consultant upon the termination of his employment, the Committee, in its sole and absolute discretion,
may determine that no Termination of Employment shall be deemed to occur until such time as such Eligible
Employee is no longer an Eligible Employee or a Consultant. The Committee may otherwise define Termination of
Employment in the Option grant or, if no rights of the Participant are reduced, may otherwise define Termination of
Employment thereafter, including, but not limited to, defining Termination of Employment with regard to entities
controlling, under common control with or controlled by the Company rather than just the Company and its Affiliates
and/or entities that provide substantial services to the Company or its Affiliates to which the Participant has
transferred directly from the Company or its Affiliates at the request of the Company.

2.36 "Transfer" or "Transferred" shall mean anticipate, alienate, attach, sell, assign, pledge, encumber, charge or
otherwise transfer.

ARTICLE III

ADMINISTRATION

3.1 THE COMMITTEE. The Plan shall be administered and interpreted by the Committee or if no Committee, by the
Board of Directors.

3.2 AWARDS. The Committee shall have full authority to:

(a) to select the Eligible Employees and Consultants to whom Stock Options, Stock Appreciation Rights, Restricted
Stock or Registered Stock may from time to time be granted hereunder;

(b) to determine whether and to what extent Stock Options, Stock Appreciation Rights, Restricted Stock, Registered
Stock or any combination thereof are to be granted hereunder to one or more Eligible Employees or Consultants;

(c) to determine, in accordance with the terms of this Plan, the number of shares of Common Stock to be covered by
each Award to an Eligible Employee or Consultant granted hereunder;
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(d) to determine the terms and conditions, not inconsistent with the terms of this Plan, of any Award granted
hereunder to an Eligible Employee or Consultant (including, but not limited to, the exercise or purchase price (if any),
any restriction or limitation, any vesting schedule or acceleration thereof, or any forfeiture restrictions or waiver
thereof, regarding any Stock Option or other Award, and the shares of Common Stock relating thereto, based on such
factors, if any, as the Committee shall determine, in its sole discretion);
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(e)

Intentionally Deleted.

(f)

Intentionally Deleted.

(g) to modify, extend or renew a Stock Option, subject to Article XII hereof, provided, however, that if a Stock Option
is modified, extended or renewed and thereby deemed to be the issuance of a new Stock Option under the Code or the
applicable accounting rules, the exercise price of such Stock Option may continue to be the original exercise price
even if less than the Fair Market Value of the Common Stock at the time of such modification, extension or renewal;

(h) to determine whether a Stock Option is an Incentive Stock Option or Non-Qualified Stock Option, whether a Stock
Appreciation Right is a Tandem Stock Appreciation Right or Non-Tandem Stock Appreciation Right or whether an
Award is intended to satisfy Section 162(m) of the Code;

(i) to determine whether to require an Eligible Employee or Consultant, as a condition of the granting of any Award,
to not sell or otherwise dispose of shares acquired pursuant to the exercise of an Option or as an Award for a period of
time as determined by the Committee, in its sole discretion, following the date of the acquisition of such Option or
Award; and

(j) Intentionally Deleted.

(k) to grant Awards under the Plan as a conversion from, and replacement of, comparable stock options, stock
appreciation rights or restricted stock held by employees of another entity who become Eligible Employees of, or
Consultants to, the Company or an Affiliate as the result of a merger or consolidation of the employing entity with the
Company or an Affiliate, or as the result of the acquisition by the Company of property or stock of the employing
corporation. The Company may direct that replacement Awards be granted on such terms and conditions as the
Committee considers appropriate in the circumstances, including, without limitation that Non-Qualified Stock Options
shall be granted in lieu of Incentive Stock Options.

3.3 GUIDELINES. Subject to the terms and conditions of the Plan, the Committee shall have the authority to adopt,
alter and repeal such administrative rules, guidelines and practices governing this Plan and perform all acts, including
the delegation of its administrative responsibilities, as it shall, from time to time, deem advisable; to construe and
interpret the terms and provisions of this Plan and any Award issued under this Plan (and any agreements relating
thereto); and to otherwise supervise the administration of this Plan. The Committee may correct any defect, supply
any omission or reconcile any inconsistency in this Plan or in any agreement relating thereto in the manner and to the
extent it shall deem necessary to carry this Plan into effect, but only to the extent any such action would be permitted
under the applicable provisions of Rule 16b-3 (if any) and the applicable provisions of Section 162(m) of the Code (if
any). The Committee may adopt special guidelines and provisions for persons who are residing in, or subject to the
taxes of countries other than the United States to comply with applicable tax and securities laws. If ,or to the extent
applicable, this Plan is intended to comply with Section 162(m) of the Code and the applicable requirements of Rule
16b-3 and shall be limited, construed and interpreted in a manner so as to comply therewith.

3.4 DECISIONS FINAL. Any decision, interpretation or other action made or taken in good faith by or at the
direction of the Company, the Board, or the Committee (or any of its members) arising out of or in connection with
the Plan shall be within the absolute discretion of all and each of them, as the case may be, and shall be final, binding
and conclusive on the Company and all employees and Participants and their respective heirs, executors,
administrators, successors and assigns. The Committee shall not be bound to any standards of uniformity or similarity
of action, interpretation or conduct in the discharge of its duties hereunder, regardless of the apparent similarity of the
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matters coming before it.

3.5 RELIANCE ON COUNSEL. The Company, the Board or the Committee may consult with legal counsel, who
may be counsel for the Company or other counsel, with respect to its obligations or duties hereunder, or with respect
to any action or proceeding or any question of law, and shall not be liable with respect to any action taken or omitted
by it in good faith pursuant to the advice of such counsel.

3.6 PROCEDURES. If the Committee is appointed, the Board may designate one of the members of the Committee as
chairman and the Committee shall hold meetings, subject to the By-Laws of the Company, at such times and places as
it shall deem advisable. A majority of the Committee members shall constitute a quorum. All determinations of the
Committee shall be made by a majority of its members. Any decision or determination
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reduced to writing and signed by all Committee members in accordance with the By-Laws of the Company shall be
fully effective as if it had been made by a vote at a meeting duly called and held. The Committee shall keep minutes
of its meetings and shall make such rules and regulations for the conduct of its business as it shall deem advisable.

3.7 DESIGNATION OF CONSULTANTS--LIABILITY.(a) The Committee may designate employees of the
Company and professional advisors to assist the Committee in the administration of the Plan and may grant authority
to employees to execute agreements or other documents on behalf of the Committee.

(b) The Committee may employ such legal counsel, consultants and agents as it may deem desirable for the
administration of the Plan and may rely upon any opinion received from any such counsel or consultant and any
computation received from any such consultant or agent. Expenses incurred by the Committee or Board in the
engagement of any such counsel, consultant or agent shall be paid by the Company. The Committee, its members and
any person designated pursuant to paragraph (a) above shall not be liable for any action or determination made in
good faith with respect to the Plan.

To the maximum extent permitted by applicable law, no officer of the Company or member or former member of the
Committee or of the Board shall be liable for any action or determination made in good faith with respect to the Plan
or any Award granted under it. To the maximum extent permitted by applicable law and the Certificate of
Incorporation and By-Laws of the Company and to the extent not covered by insurance, each employee of the
Company and member or former member of the Committee or of the Board shall be indemnified and held harmless by
the Company against any cost or expense (including reasonable fees of counsel reasonably acceptable to the
Company) or liability (including any sum paid in settlement of a claim with the approval of the Company), and
advanced amounts necessary to pay the foregoing at the earliest time and to the fullest extent permitted, arising out of
any act or omission to act in connection with the Plan, except to the extent arising out of such officer's, member's or
former member's own fraud or bad faith. Such indemnification shall be in addition to any rights of indemnification the
employees, officers, directors or members or former officers, directors or members may have under applicable law or
under the Certificate of Incorporation or By-Laws of the Company or Affiliate. Notwithstanding anything else herein,
this indemnification will not apply to the actions or determinations made by an individual with regard to Awards
granted to him or her under this Plan.

ARTICLE IV

SHARE AND OTHER LIMITATIONS

4.1 SHARES.(a) GENERAL LIMITATION. The aggregate number of shares of Common Stock which may be issued
or used for reference purposes under this Plan or with respect to which other Awards may be granted shall not exceed
4,000,000 (four million) shares (subject to any increase or decrease pursuant to Section 4.2) which may be either
authorized and unissued Common Stock or Common Stock held in or acquired for the treasury of the Company.

If any Option or Stock Appreciation Right granted under this Plan expires, terminates or is canceled for any reason
without having been exercised in full or, with respect to Options, the Company repurchases any Option pursuant to
Section 6.3(f), the number of shares of Common Stock underlying the repurchased Option, and/or the number of
shares of Common Stock underlying any unexercised Stock Appreciation Right or Option shall again be available for
the purposes of Awards under the Plan. If a Tandem Stock Appreciation Right or a Limited Stock Appreciation Right
is granted in tandem with an Option, such grant shall only apply once against the maximum number of shares of
Common Stock which may be issued under this Plan. In determining the number of shares of Common Stock
available for Awards other than Awards of Incentive Stock Options, if Common Stock has been delivered or
exchanged by a Participant as full or partial payment to the Company for the exercise price or for withholding taxes,
in connection with the exercise of a Stock Option or the number shares of Common Stock otherwise deliverable has
been reduced for full or partial payment for the exercise price or for withholding taxes, the number of shares of
Common Stock delivered, exchanged or reduced shall again be available for purposes of Awards under this Plan.
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In the event Awards are granted to employees or Consultants pursuant to Section 3.2(l), the aggregate number of
shares of Common Stock available under the Plan for Awards other than Incentive Stock Options shall be increased
by the number of shares of Common Stock which may be issued or used for reference with respect to those Awards
granted pursuant to Section 3.2(l). The maximum number of shares of Common Stock which may be
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issued under this Plan with respect to Incentive Stock Options shall not be increased (subject to any increase or
decrease pursuant to Section 4.2).

Notwithstanding anything else contained herein to the contrary, the Committee shall be prohibited from granting any
Award if the aggregate number of shares of Common Stock (i) issued to Insiders of the Company within any one year
period, or (ii) issuable to Insiders at any time, under this Plan and any other security based compensation arrangement
of the Company, could exceed 10% of the Company�s shares of Common Stock issued and outstanding, on a
non-diluted basis, at the time of the grant of the Award.

4.2 CHANGES.(a) The existence of the Plan and the Awards granted hereunder shall not affect in any way the right or
power of the Board or the stockholders of the Company to make or authorize any adjustment, recapitalization,
reorganization or other change in the Company's capital structure or its business, any merger or consolidation of the
Company or its Affiliates, any issue of bonds, debentures, preferred or prior preference stock ahead of or affecting
Common Stock, the dissolution or liquidation of the Company or its Affiliates, any sale or transfer of all or part of its
assets or business or any other corporate act or proceeding.

(b) In the event of any such change in the capital structure or business of the Company by reason of any stock
dividend or distribution, stock split or reverse stock split, recapitalization, reorganization, merger, consolidation,
split-up, combination or exchange of shares, distribution with respect to its outstanding Common Stock or capital
stock other than Common Stock, sale or transfer of all or part of its assets or business, reclassification of its capital
stock, or any similar change affecting the Company's capital structure or business and the Committee determines an
adjustment is appropriate under the Plan, then the aggregate number and kind of shares which thereafter may be issued
under this Plan, the number and kind of shares or other property (including cash) to be issued upon exercise of an
outstanding Option or other Awards granted under this Plan and the purchase price thereof shall be appropriately
adjusted consistent with such change in such manner as the Committee may deem equitable to prevent substantial
dilution or enlargement of the rights granted to, or available for, Participants under this Plan or as otherwise necessary
to reflect the change, and any such adjustment determined by the Committee shall be binding and conclusive on the
Company and all Participants and employees and their respective heirs, executors, administrators, successors and
assigns.

(c) Fractional shares of Common Stock resulting from any adjustment in Options or Awards pursuant to Section 4.2(a)
or (b) shall be aggregated until, and eliminated at, the time of exercise by rounding-down for fractions less than
one-half (1/2) and rounding-up for fractions equal to or greater than one-half (1/2). No cash settlements shall be made
with respect to fractional shares eliminated by rounding. Notice of any adjustment shall be given by the Committee to
each Participant whose Option or Award has been adjusted and such adjustment (whether or not such notice is given)
shall be effective and binding for all purposes of the Plan.

(d) In the event of a merger or consolidation in which the Company is not the surviving entity or in the event of any
transaction that results in the acquisition of substantially all of the Company's outstanding Common Stock by a single
person or entity or by a group of persons and/or entities acting in concert, or in the event of the sale or transfer of all
of the Company's assets (all of the foregoing being referred to as "Acquisition Events"), then the Committee may, in
its sole discretion, terminate all outstanding Options and Stock Appreciation Rights of Eligible Employees and
Consultants, effective as of the date of the Acquisition Event, by delivering notice of termination to each such
Participant at least twenty (20) days prior to the date of consummation of the Acquisition Event; provided, that during
the period from the date on which such notice of termination is delivered to the consummation of the Acquisition
Event, each such Participant shall have the right to exercise in full all of his or her Options and Stock Appreciation
Rights that are then outstanding (without regard to any limitations on exercisability otherwise contained in the Option
or Award Agreements) but contingent on occurrence of the Acquisition Event, and, provided that, if the Acquisition
Event does not take place within a specified period after giving such notice for any reason whatsoever, the notice and
exercise shall be null and void.
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(e) If an Acquisition Event occurs, to the extent the Committee does not terminate the outstanding Options and Stock
Appreciation Rights pursuant to this Section 4.2(d), then the provisions of Section 4.2(b) shall apply.
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ARTICLE V

ELIGIBILITY

5.1 All employees, directors, and Consultants to the Company and its Affiliates are eligible to be granted
Non-Qualified Stock Options, Stock Appreciation Rights, Restricted Stock and Registered Stock, subject to any filing
requirements, under this Plan. All employees of the Company, its Subsidiaries and its Parents are eligible to be
granted Incentive Stock Options under the Plan. Eligibility under this Plan shall be determined by the Committee.

ARTICLE VI

STOCK OPTION GRANTS

6.1 OPTIONS. Each Stock Option granted hereunder shall be one of two types: (i) an Incentive Stock Option intended
to satisfy the requirements of Section 422 of the Code or (ii) a Non-Qualified Stock Option.

6.2 GRANTS. The Committee shall have the authority to grant to any Eligible Employee one or more Incentive Stock
Options, Non-Qualified Stock Options, or both types of Stock Options (in each case with or without Stock
Appreciation Rights). The Committee shall have the authority to grant to any Consultant one or more Non-Qualified
Stock Options (with or without Stock Appreciation Rights). To the extent that any Stock Option does not qualify as an
Incentive Stock Option (whether because of its provisions or the time or manner of its exercise or otherwise), such
Stock Option or the portion thereof which does not qualify, shall constitute a separate Non-Qualified Stock Option.
Notwithstanding any other provision of this Plan to the contrary or any provision in an agreement evidencing the grant
of a Stock Option to the contrary, any Stock Option granted to an Eligible Employee of an Affiliate (other than an
Affiliate which is a Parent or a Subsidiary) or to any Consultant shall be a Non-Qualified Stock Option.

6.3 TERMS OF OPTIONS. Options granted under this Plan shall be subject to the following terms and conditions,
shall be subject to Section 3.2 hereof and the other provisions of this Plan, and shall be in such form and contain such
additional terms and conditions, not inconsistent with the terms of this Plan, as the Committee shall deem desirable:

(a) OPTION PRICE. The option price per share of Common Stock purchasable under either an Incentive Stock Option
or Non-Qualified Stock Option shall be determined by the Committee at the time of grant but shall not be less than
100% of the Fair Market Value of the share of Common Stock at the time of grant. Notwithstanding the foregoing, if
an Option is modified, extended or renewed and, thereby, deemed to be the issuance of a new Option under the Code,
the exercise price of an Option may continue to be the original exercise price even if less than the Fair Market Value
of the Common Stock at the time of such modification, extension or renewal.

(b) OPTION TERM. The term of each Stock Option shall be fixed by the Committee, but no Stock Option shall be
exercisable more than ten (10) years after the date the Option is granted. If any Stock Options are set to expire during
any Black-out Period which would prohibit the option holder from exercising the Stock Option during that Black-out
Period, then in that event the option term shall be extended for an additional ten (10) business days beyond the end of
any Black-out Period to permit the option holder to exercise the Stock Option (the �Black-out Expiration Term�). The
Black-out Expiration Term is fixed and shall not be subject to the discretion of the Board of Directors or the
Committee.

(c) EXERCISABILITY. Stock Options shall be exercisable at such time or times and subject to such terms and
conditions as shall be determined by the Committee at grant. If the Committee provides, in its discretion, that any
Stock Option is exercisable subject to certain limitations (including, without limitation, that it is exercisable only in
installments or within certain time periods), the Committee may waive such limitations on the exercisability at any
time at or after grant in whole or in part (including, without limitation, that the Committee may waive the installment
exercise provisions or accelerate the time at which Options may be exercised), based on such factors, if any, as the
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Committee shall determine, in its sole discretion.

(d) METHOD OF EXERCISE. Subject to whatever installment exercise and waiting period provisions apply under
subsection (c) above, Stock Options may be exercised in whole or in part at any time during the Option term, by
giving written notice of exercise to the Company specifying the number of shares of Common Stock to be purchased.
At or after grant, payment in full or in part may be made at the election of the optionee as follows: (i) in cash or by
check, bank draft or money order payable to the order of the Company; (ii) if the Common Stock is traded on a
national securities exchange, the Nasdaq Stock Market, Inc. or quoted on a national quotation system
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sponsored by the National Association of Securities Dealers, through a �cashless exercise� procedure whereby the
Participant delivers irrevocable instructions to a broker to deliver promptly to the Company an amount equal to the
purchase price, (iii) in the form of Common Stock owned by the Participant (and for which the Participant has good
title free and clear of any liens and encumbrances) or (iv) in the form of Restricted Stock; provided, however, that in
each case, such payment is equivalent to on the Fair Market Value of the Common Stock on the payment date as
determined by the Committee (without regard to any forfeiture restrictions applicable to such Restricted Stock). No
shares of Common Stock shall be issued until full payment, (and if payment is by installments all payments have been
received), as provided herein, therefor has been made or provided for. If payment in full or in part has been made in
the form of Restricted Stock, an equivalent number of shares of Common Stock issued on exercise of the Option shall
be subject to the same restrictions and conditions, during the remainder of the Restriction Period, applicable to the
Restricted Stock surrendered therefor.

(e) INCENTIVE STOCK OPTION LIMITATIONS. To the extent that the aggregate Fair Market Value (determined
as of the time of grant) of the Common Stock with respect to which Incentive Stock Options are exercisable for the
first time by an Eligible Employee during any calendar year under the Plan and/or any other stock option plan of the
Company or any Subsidiary or Parent exceeds $100,000, such Options shall be treated as Options which are not
Incentive Stock Options. In addition, if an Eligible Employee does not remain employed by the Company, any
Subsidiary or Parent at all times from the time the Option is granted until three (3) months prior to the date of exercise
(or such other period as required by applicable law), such Option shall be treated as an Option which is not a
Non-Qualified Stock Option.

Should the foregoing provision not be necessary in order for the Stock Options to qualify as Incentive Stock Options,
or should any additional provisions be required, the Committee may amend the Plan accordingly, without the
necessity of obtaining the approval of the stockholders of the Company.

(f) BUY OUT AND SETTLEMENT PROVISIONS. The Committee may at any time on behalf of the Company offer
to buy out an Option previously granted, based on such terms and conditions as the Committee shall establish and
communicate to the Participant at the time that such offer is made.

(g) FORM, MODIFICATION, EXTENSION AND RENEWAL OF OPTIONS. Subject to the terms and conditions
and within the limitations of the Plan, an Option shall be evidenced by such form of agreement or grant as is approved
by the Committee, and the Committee may modify, extend or renew outstanding Options granted under the Plan
(provided that the rights of a Participant are not reduced without his consent), or accept the surrender of outstanding
Options (up to the extent not theretofore exercised) and authorize the granting of new Options in substitution therefor
(to the extent not theretofore exercised.

(h) DEFERRED DELIVERY OF COMMON SHARES. The Committee may in its discretion permit Participants to
defer delivery of Common Stock acquired pursuant to a Participant's exercise of an Option in accordance with the
terms and conditions established by the Committee.

6.4 TERMINATION OF EMPLOYMENT. The following rules apply with regard to Options upon the Termination of
Employment or Termination of Consultancy of a Participant:

(a) TERMINATION BY REASON OF DEATH. If a Participant's Termination of Employment or Termination of
Consultancy is by reason of death, any Stock Option held by such Participant, unless otherwise determined by the
Committee at grant or, if no rights of the Participant's estate are reduced, thereafter, may be exercised, to the extent
exercisable at the Participant's death, by the legal representative of the estate, at any time within a period of one (1)
year from the date of such death, but in no event beyond the expiration of the stated term of such Stock Option.

(b) TERMINATION BY REASON OF DISABILITY. If a Participant's Termination of Employment or Termination
of Consultancy is by reason of Disability, any Stock Option held by such Participant, unless otherwise determined by

Edgar Filing: MFS HIGH YIELD MUNICIPAL TRUST - Form N-Q

50



the Committee at grant or, if no rights of the Participant are reduced, thereafter, may be exercised, to the extent
exercisable at the Participant's termination, by the Participant (or the legal representative of the Participant's estate if
the Participant dies after termination) at any time within a period of one (1) year from the date of such termination, but
in no event beyond the expiration of the stated term of such Stock Option.
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(c) TERMINATION BY REASON OF RETIREMENT. If a Participant's Termination of Employment or Termination
of Consultancy is by reason of Retirement, any Stock Option held by such Participant, unless otherwise determined by
the Committee at grant, or, if no rights of the Participant are reduced, thereafter, shall be fully vested and may
thereafter be exercised by the Participant at any time within a period of one (1) year from the date of such termination,
but in no event beyond the expiration of the stated term of such Stock Option; provided, however, that, if the
Participant dies within such exercise period, any unexercised Stock Option held by such Participant shall thereafter be
exercisable, to the extent to which it was exercisable at the time of death, for a period of one (1) year (or such other
period as the Committee may specify at grant or, if no rights of the Participant's estate are reduced, thereafter) from
the date of such death, but in no event beyond the expiration of the stated term of such Stock Option.

(d) INVOLUNTARY TERMINATION WITHOUT CAUSE OR TERMINATION FOR GOOD REASON. If a
Participant's Termination of Employment or Termination of Consultancy is by involuntary termination without Cause
or for Good Reason, any Stock Option held by such Participant, unless otherwise determined by the Committee at
grant or, if no rights of the Participant are reduced, thereafter, may be exercised, to the extent exercisable at
termination, by the Participant at any time within a period of ninety (90) days from the date of such termination, but in
no event beyond the expiration of the stated term of such Stock Option.

(e) TERMINATION WITHOUT GOOD REASON. If a Participant's Termination of Employment or Termination of
Consultancy is voluntary but without Good Reason and occurs prior to, or more than ninety (90) days after, the
occurrence of an event which would be grounds for Termination of Employment or Termination of Consultancy by
the Company for Cause (without regard to any notice or cure period requirements), any Stock Option held by such
Participant, unless otherwise determined by the Committee at grant or, if no rights of the Participant are reduced,
thereafter, may be exercised, to the extent exercisable at termination, by the Participant at any time within a period of
thirty (30) days from the date of such termination, but in no event beyond the expiration of the stated term of such
Stock Option.

(f) OTHER TERMINATION. Unless otherwise determined by the Committee at grant or, if no rights of the
Participant are reduced, thereafter, if a Participant's Termination of Employment or Termination of Consultancy is for
any reason other than death, Disability, Retirement, Good Reason, involuntary termination without Cause or voluntary
termination as provided in subsection (e) above, any Stock Option held by such Participant shall thereupon terminate
and expire as of the date of termination, provided that (unless the Committee determines a different period upon grant
or, if no rights of the Participant are reduced, thereafter) in the event the termination is for Cause or is a voluntary
termination without Good Reason within ninety (90) days after occurrence of an event which would be grounds for
Termination of Employment or Termination of Consultancy by the Company for Cause (without regard to any notice
or cure period requirement), any Stock Option held by the Participant at the time of occurrence of the event which
would be grounds for Termination of Employment or Termination of Consultancy by the Company for Cause shall be
deemed to have terminated and expired upon occurrence of the event which would be grounds for Termination of
Employment or Termination of Consultancy by the Company for Cause.

ARTICLE VII

STOCK AWARDS

7.1 STOCK AWARDS. Shares of Restricted Stock or Registered Stock may be issued to Eligible Employees or
Consultants either alone or in addition to other Awards granted under the Plan. The Committee shall determine the
eligible persons to whom, and the time or times at which, grants of Restricted Stock or Registered Stock will be made,
the number of shares to be awarded, the price (if any) to be paid by the recipient (subject to Section 7.2), the time or
times within which such Awards may be subject to forfeiture, the vesting schedule and rights to acceleration thereof,
and all other terms and conditions of the Awards.
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7.2 AWARDS AND CERTIFICATES. The prospective Participant selected to receive a Stock Award shall not have
any rights with respect to such Award, unless and until such Participant has delivered a fully executed copy of the
applicable agreement evidencing the Award (the "Stock Award Agreement") to the Company and has otherwise
complied with the applicable terms and conditions of such Award. Further, such Award shall be subject to the
following conditions:

(a) PURCHASE PRICE. The purchase price of Restricted Stock shall be fixed by the Committee.
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(b) ACCEPTANCE. Stock Awards must be accepted within a period of sixty (60) days (or such shorter period as the
Committee may specify at grant) after the Award date, by executing a Stock Award Agreement and by paying
whatever price (if any) the Committee has designated thereunder.

(c) LEGEND. If the Company should issue to a Plan Participant restricted shares of common stock, the Company may
place an appropriate restrictive legend on the Shares so issued.

(d) CUSTODY. The Committee may require that any stock certificates evidencing restricted shares be held in custody
by the Company until the restrictions thereon shall have lapsed, and that, as a condition of any Restricted Stock
Award, the Participant shall have delivered a duly signed stock power, endorsed in blank, relating to the Common
Stock covered by such Award.

7.3 RESTRICTIONS AND CONDITIONS ON RESTRICTED STOCK AWARDS. The shares of Restricted Stock
awarded pursuant to this Plan shall be subject to Article X and the following restrictions and conditions:

(a) RESTRICTION PERIOD; VESTING AND ACCELERATION OF VESTING. The Participant shall not be
permitted to Transfer shares of Restricted Stock awarded under this Plan during a period set by the Committee (the
"Restriction Period") commencing with the date of such Award, as set forth in the Restricted Stock Award agreement
and such agreement shall set forth a vesting schedule and any events which would accelerate vesting of the shares of
Restricted Stock. Within these limits, based on service, or other criteria determined by the Committee, the Committee
may provide for the lapse of such restrictions in installments in whole or in part, or may accelerate the vesting of all or
any part of any Restricted Stock Award.

(b) RIGHTS AS STOCKHOLDER. Except as provided in this subsection (b) and subsection (a) above and as
otherwise determined by the Committee, the Participant shall have, with respect to the shares of Restricted Stock, all
of the rights of a holder of shares of Common Stock of the Company including, without limitation, the right to receive
any dividends, the right to vote such shares and, subject to and conditioned upon the full vesting of shares of
Restricted Stock, the right to tender such shares. Notwithstanding the foregoing, the payment of dividends shall be
deferred until, and conditioned upon, the expiration of the applicable Restriction Period, unless the Committee, in its
sole discretion, specifies otherwise at the time of the Award.

(c) LAPSE OF RESTRICTIONS. If and when the Restriction Period expires without a prior forfeiture of the
Restricted Stock subject to such Restriction Period, the certificates for such shares shall be delivered to the Participant.
All legends shall be removed from said certificates at the time of delivery to the Participant except as otherwise
required by applicable law.

(d) TERMINATION OF EMPLOYMENT OR TERMINATION OF CONSULTANCY FOR RESTRICTED STOCK.
Subject to the applicable provisions of the Restricted Stock Award agreement and this Plan, upon a Participant's
Termination of Employment or Termination of Consultancy for any reason during the relevant Restriction Period, all
Restricted Stock still subject to restriction will vest or be forfeited in accordance with the terms and conditions
established by the Committee at grant or thereafter.

ARTICLE VIII

STOCK APPRECIATION RIGHTS

8.1 TANDEM STOCK APPRECIATION RIGHTS. Stock Appreciation Rights may be granted in conjunction with all
or part of any Stock Option (a "Reference Stock Option") granted under this Plan ("Tandem Stock Appreciation
Rights"). In the case of a Non-Qualified Stock Option, such rights may be granted either at or after the time of the
grant of such Reference Stock Option. In the case of an Incentive Stock Option, such rights may be granted only at the
time of the grant of such Reference Stock Option.
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8.2 TERMS AND CONDITIONS OF TANDEM STOCK APPRECIATION RIGHTS. Tandem Stock Appreciation
Rights shall be subject to such terms and conditions, not inconsistent with the provisions of this Plan, as shall be
determined from time to time by the Committee, including Article X and the following: (a) TERM. A Tandem Stock
Appreciation Right or applicable portion thereof granted with respect to a Reference Stock Option shall terminate and
no longer be exercisable upon the termination or exercise of the Reference Stock Option, except that, unless otherwise
determined by the Committee, in its sole discretion, at the time of grant, a Tandem Stock Appreciation Right granted
with respect to less than the full number of shares covered by the Reference Stock
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Option shall not be reduced until and then only to the extent the exercise or termination of the Reference Stock Option
causes the number of shares covered by the Tandem Stock Appreciation Right to exceed the number of shares
remaining available and unexercised under the Reference Stock Option.

(b) EXERCISABILITY. Tandem Stock Appreciation Rights shall be exercisable only at such time or times and to the
extent that the Reference Stock Options to which they relate shall be exercisable in accordance with the provisions of
Article VI and this Article VIII.

(c) METHOD OF EXERCISE. A Tandem Stock Appreciation Right may be exercised by an optionee by surrendering
the applicable portion of the Reference Stock Option. Upon such exercise and surrender, the Participant shall be
entitled to receive an amount determined in the manner prescribed in this Section 8.2. Stock Options which have been
so surrendered, in whole or in part, shall no longer be exercisable to the extent the related Tandem Stock Appreciation
Rights have been exercised.

(d) PAYMENT. Upon the exercise of a Tandem Stock Appreciation Right a Participant shall be entitled to receive up
to, but no more than, an amount in cash and/or Common Stock (as chosen by the Committee in its sole discretion)
equal in value to the excess of the Fair Market Value of one share of Common Stock over the option price per share
specified in the Reference Stock Option multiplied by the number of shares in respect of which the Tandem Stock
Appreciation Right shall have been exercised, with the Committee having the right to determine the form of payment.
If the Committee elects to pay such amount to a Participant in Common Stock, such Common Stock shall be valued at
Fair Market Value on the day of exercise of the Tandem Stock Appreciation Right.

(e) DEEMED EXERCISE OF REFERENCE STOCK OPTION. Upon the exercise of a Tandem Stock Appreciation
Right, the Reference Stock Option or part thereof to which such Stock Appreciation Right is related shall be deemed
to have been exercised for the purpose of the limitation set forth in Article IV of the Plan on the number of shares of
Common Stock to be issued under the Plan.

8.3 NON-TANDEM STOCK APPRECIATION RIGHTS. Non-Tandem Stock Appreciation Rights may also be
granted without reference to any Stock Options granted under this Plan.

8.4 TERMS AND CONDITIONS OF NON-TANDEM STOCK APPRECIATION RIGHTS. Non-Tandem Stock
Appreciation Rights shall be subject to such terms and conditions, not inconsistent with the provisions of this Plan, as
shall be determined from time to time by the Committee, including Article X and the following:

(a) TERM. The term of each Non-Tandem Stock Appreciation Right shall be fixed by the Committee, but shall not be
greater than ten (10) years after the date the right is granted.

(b) EXERCISABILITY. Non-Tandem Stock Appreciation Rights shall be exercisable at such time or times and
subject to such terms and conditions as shall be determined by the Committee at grant. If the Committee provides, in
its discretion, that any such right is exercisable subject to certain limitations (including, without limitation, that it is
exercisable only in installments or within certain time periods), the Committee may waive such limitation on the
exercisability at any time at or after grant in whole or in part (including, without limitation, that the Committee may
waive the installment exercise provisions or accelerate the time at which rights may be exercised), based on such
factors, if any, as the Committee shall determine, in its sole discretion.

(c) METHOD OF EXERCISE. Subject to whatever installment exercise and waiting period provisions apply under
subsection (b) above, Non-Tandem Stock Appreciation Rights may be exercised in whole or in part at any time during
the option term, by giving written notice of exercise to the Company specifying the number of Non-Tandem Stock
Appreciation Rights to be exercised.
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(d) PAYMENT. Upon the exercise of a Non-Tandem Stock Appreciation Right a Participant shall be entitled to
receive, for each right exercised, up to, but no more than, an amount in cash and/or Common Stock (as chosen by the
Committee in its sole discretion) equal in value to the excess of the Fair Market Value of one share of Common Stock
on the date the right is exercised over the Fair Market Value of one (1) share of Common Stock on the date the right
was awarded to the Participant. If the Committee elects to pay such amount to a Participant in Common Stock, such
Common Stock shall be valued at Fair Market Value as the day of exercise of the Non-Tandem Stock Appreciation
Right.
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8.5 LIMITED STOCK APPRECIATION RIGHTS. The Committee may, in its sole discretion, grant Tandem and
Non-Tandem Stock Appreciation Rights either as a general Stock Appreciation Right or as a Limited Stock
Appreciation Right. Limited Stock Appreciation Rights may be exercised only upon a Change in Control (to the
extent provided in an Award agreement granting such Limited Stock Appreciation Rights) or the occurrence of such
other event as the Committee may, in its sole discretion, designate at the time of grant or thereafter. Upon the exercise
of Limited Stock Appreciation Rights, except as otherwise provided in an Award agreement, the Participant shall
receive in cash or Common Stock, as determined by the Committee, an amount equal to the amount (1) set forth in
Section 8.2(d) with respect to Tandem Stock Appreciation Rights or (2) set forth in Section 8.4(d) with respect to
Non-Tandem Stock Appreciation Rights.

8.6 TERMINATION OF EMPLOYMENT OR TERMINATION OF CONSULTANCY. The following rules apply
with regard to Stock Appreciation Rights upon the Termination of Employment or Termination of Consultancy of a
Participant:

(a) TERMINATION BY DEATH. If a Participant's Termination of Employment or Termination of Consultancy is by
reason of death, any Stock Appreciation Right held by such Participant, unless otherwise determined by the
Committee at grant or if no rights of the Participant's estate are reduced, thereafter, may be exercised, to the extent
exercisable at the Participant's death, by the legal representative of the estate, at any time within a period of one (1)
year from the date of such death or until the expiration of the stated term of such Stock Appreciation Right, whichever
period is the shorter.

(b) TERMINATION BY REASON OF DISABILITY. If a Participant's Termination of Employment or Termination
of Consultancy is by reason of Disability, any Stock Appreciation Right held by such participant, unless otherwise
determined by the Committee at grant or, if no rights of the Participant are reduced, thereafter, may be exercised, to
the extent exercisable at the Participant's termination, by the Participant (or the legal representative of the Participant's
estate if the Participant dies after termination) at any time within a period of one (1) year from the date of such
termination or until the expiration of the stated term of such Stock Appreciation Right, whichever period is the
shorter.

(c) TERMINATION BY REASON OF RETIREMENT. If a Participant's Termination of Employment or Termination
of Consultancy is by reason of Retirement, any Stock Appreciation Right held by such Participant, unless otherwise
determined by the Committee at grant or, if no rights of the Participant are reduced, thereafter, shall be fully vested
and may thereafter be exercised by the Participant at any time within a period of one (1) year from the date of such
termination or until the expiration of the stated term of such right, whichever period is the shorter; provided, however,
that, if the Participant dies within such one (1) year period, any unexercised Non-Tandem Stock Appreciation Right
held by such Participant shall thereafter be exercisable, to the extent to which it was exercisable at the time of death,
for a period of one (1) year (or such other period as the Committee may specify at grant or if no rights of the
Participant are reduced, thereafter) from the date of such death or until the expiration of the stated term of such right,
whichever period is the shorter.

(d) INVOLUNTARY TERMINATION WITHOUT CAUSE OR TERMINATION FOR GOOD REASON. If a
Participant's Termination of Employment or Termination of Consultancy is by involuntary termination without Cause
or for Good Reason, any Stock Appreciation Right held by such participant, unless otherwise determined by the
Committee at grant or if no rights of the participant are reduced, thereafter, may be exercised, to the extent exercisable
at termination, by the Participant at any time within a period of ninety (90) days from the date of such termination or
until the expiration of the stated term of such right, whichever period is shorter.

(e) TERMINATION WITHOUT GOOD REASON. If a Participant's Termination of Employment or Termination of
Consultancy is voluntary but without Good Reason and occurs prior to, or more than ninety (90) days after, the
occurrence of an event which would be grounds for Termination of Employment or Termination of Consultancy by
the Company for Cause (without regard to any notice or cure period requirements), any Stock Appreciation Right held
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by such Participant, unless greater or lesser exercise rights are provided by the Committee at the time of grant or, if no
rights of the participant are reduced, thereafter, may be exercised, to the extent exercisable at termination, by the
Participant at any time within a period of thirty (30) days from the date of such termination, but in no event beyond
the expiration of the stated term of such Stock Appreciation Right.
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(f) OTHER TERMINATION. Unless otherwise determined by the Committee at grant, or, if no rights of the
Participant are reduced thereafter, if a Participant's Termination of Employment or Termination of Consultancy is for
any reason other than death, Disability, Retirement, Good Reason, involuntary termination without Cause or voluntary
termination as provided in subsection (e) above, any Stock Appreciation Right held by such Participant shall
thereupon terminate or expire as of the date of termination, provided, that (unless the Committee determines a
different period upon grant, or, if no rights of the Participant are reduced, thereafter) in the event the termination is for
Cause or is a voluntary termination as provided in subsection (e) above, within ninety (90) days after occurrence of an
event which would be grounds for Termination of Employment or Termination of Consultancy by the Company for
Cause (without regard to any notice or cure period requirement), any Stock Appreciation Right held by the Participant
at the time of the occurrence of the event which would be grounds for Termination of Employment or Termination of
Consultancy by the Company for Cause shall be deemed to have terminated and expired upon occurrence of the event
which would be grounds for Termination of Employment or Termination of Consultancy by the Company for Cause.

ARTICLE IX

INTENTIONALLY DELETED

ARTICLE X

NON-TRANSFERABILITY

Except as provided in the last sentence of this Article X, no Stock Option or Stock Appreciation Right granted to an
Employee or Consultant shall be Transferable by the Participant otherwise than by will or by the laws of descent and
distribution. All Stock Options and all Stock Appreciation Rights granted to an Employee or Consultant shall be
exercisable, during the Participant's lifetime, only by the Participant. Tandem Stock Appreciation Rights shall be
Transferable, to the extent permitted above, only with the underlying Stock Option. Shares of Restricted Stock under
Article VII may not be Transferred prior to the date on which shares are issued, or, if later, the date on which any
applicable restriction lapses. No Award shall, except as otherwise specifically provided by law or herein, be
Transferable in any manner, and any attempt to Transfer any such Award shall be void, and no such Award shall in
any manner be liable for or subject to the debts, contracts, liabilities, engagements or torts of any person who shall be
entitled to such Award, nor shall it be subject to attachment or legal process for or against such person. All Stock
Options granted to non-employee directors shall be Transferable solely to such non-employee director's principal
employer (other than the Company or an Affiliate) at the time of grant if the terms of such non-employee director's
employment so require. Notwithstanding the foregoing, the Committee may determine at the time of grant or
thereafter, that a Non-Qualified Stock Option that is otherwise not transferable pursuant to this Article X is
transferable in whole or part and in such circumstances, and under such conditions, as specified by the Committee.

ARTICLE XI

CHANGE IN CONTROL PROVISIONS

11.1 BENEFITS. In the event of a Change in Control of the Company (as defined below), except as otherwise
provided by the Committee upon the grant of an Award, each Participant shall have the following benefits: (a) Unless
otherwise provided in the applicable award agreement, all outstanding Options and the related Tandem Stock
Appreciation Rights and Non-Tandem Stock Appreciation Rights of such Participant granted prior to the Change in
Control shall be fully vested and immediately exercisable in their entirety. The Committee, in its sole discretion, may
provide for the purchase of any such Stock Options by the Company for an amount of cash equal to the excess of the
Change in Control Price (as defined below) of the shares of Common Stock covered by such Stock Options, over the
aggregate exercise price of such Stock Options. For purposes of this Section 11.1, "Change in Control Price" shall
mean the higher of (i) the highest price per share of Common Stock paid in any transaction related to a Change in
Control of the Company, or (ii) the highest Fair Market Value per share of Common Stock at any time during the sixty
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(60) day period preceding a Change in Control.

(b) Unless otherwise provided in the applicable award agreement, the restrictions to which any shares of Restricted
Stock of such Participant granted prior to the Change in Control are subject shall lapse as if the applicable Restriction
Period had ended upon such Change in Control.
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(c) Notwithstanding anything else herein, the Committee may, in its sole discretion, provide for accelerated vesting of
an Award upon a Termination of Employment during the Pre-Change in Control Period. Unless otherwise determined
by the Committee, the "Pre-Change in Control Period" shall mean the one hundred eighty (180) day period prior to a
Change in Control.

11.2 CHANGE IN CONTROL. A "Change in Control" shall be deemed to have occurred:

(a) upon any "person" as such term is used in Sections 13(d) and 14(d) of the Exchange Act (other than the Company,
any trustee or other fiduciary holding securities under any employee benefit plan of the Company, or any company
owned, directly or indirectly, by the stockholders of the Company in substantially the same proportions as their
ownership of Common Stock of the Company, becoming the owner (as defined in Rule 13d-3 under the Exchange
Act), directly or indirectly, of securities of the Company representing forty percent (40%) or more of the combined
voting power of the Company's then outstanding securities (including, without limitation, securities owned at the time
of any increase in ownership);

(b) during any period of two consecutive years, individuals who at the beginning of such period constitute the Board
of Directors, and any new director (other than a director designated by a person who has entered into an agreement
with the Company to effect a transaction described in paragraph (a), (c), or (d) of this section) or a director whose
initial assumption of office occurs as a result of either an actual or threatened election contest (as such terms are used
in Rule 14a-11 of Regulation 14A promulgated under the Exchange Act) or other actual or threatened solicitation of
proxies or consents by or on behalf of a person other than the Board of Directors of the Company whose election by
the Board of Directors or nomination for election by the Company's stockholders was approved by a vote of at least
two-thirds of the directors then still in office who either were directors at the beginning of the two-year period or
whose election or nomination for election was previously so approved, cease for any reason to constitute at least a
majority of the Board of Directors;

(c) upon the merger or consolidation of the Company with any other corporation, other than a merger or consolidation
which would result in the voting securities of the Company outstanding immediately prior thereto continuing to
represent (either by remaining outstanding or by being converted into voting securities of the surviving entity) more
than fifty percent (50%) of the combined voting power of the voting securities of the Company or such surviving
entity outstanding immediately after such merger or consolidation; provided, however, that a merger or consolidation
effected to implement a recapitalization of the Company (or similar transaction) in which no person (other than those
covered by the exceptions in (a) above) acquires more than forty percent (40%) of the combined voting power of the
Company's then outstanding securities shall not constitute a Change in Control of the Company; or

(d) upon the stockholder's of the Company approval of a plan of complete liquidation of the Company or an agreement
for the sale or disposition by the Company of all or substantially all of the Company's assets other than the sale of all
or substantially all of the assets of the Company to a person or persons who beneficially own, directly or indirectly, at
least fifty percent (50%) or more of the combined voting power of the outstanding voting securities of the Company at
the time of the sale.

ARTICLE XII

TERMINATION OR AMENDMENT OF THE PLAN

12.1 TERMINATION OR AMENDMENT. Notwithstanding any other provision of this Plan, the Board may at any
time, and from time to time, amend, in whole or in part, any or all of the provisions of the Plan, or suspend or
terminate it entirely, retroactively or otherwise, without stockholder approval. By way of example and without
limiting the generality of the foregoing, the Board of Directors reserves the right, without stockholder approval, to (i)
make amendments of a clerical nature that clarify language or understanding of the terms of the Plan, (ii) amend the
vesting provisions of a Stock Option or the Plan, (iii) amend the provisions with respect to termination or death of a
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Participant, including but not limited to the length of time to exercise a Stock Option upon termination or death, (iv)
add a deferred or restricted share unit or any other provision which results in Participants receiving Common Stock
while no cash consideration is received by the Company; (v) change the method of calculating a minimum exercise
price per Common Stock for Stock Options under Section 6.3 of the Plan; and (vi) adjust accordingly the number of
Common Stock available under the Plan, the Common Stock subject to any Award and the exercise price of the
Common Stock subject to Stock Options as a result of the events described in Section 4.2(b) of the Plan. (c)Without
limiting the generality of the foregoing, the Board of Directors reserves the right,
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without stockholder approval, to (i) make amendments of a clerical nature that clarify language or understanding of
the terms of the Plan, (ii) amend the vesting provisions of a Stock Option or the Plan, (iii) amend the provisions with
respect to termination or death of a Participant, including but not limited to the length of time to exercise a Stock
Option upon termination or death, (iv) add a deferred or restricted share unit or any other provision which results in
Participants receiving Common Stock while no cash consideration is received by the Company; (v) change the method
of calculating a minimum exercise price per Common Stock for Stock Options under Section 6.3 of the Plan; and (vi)
adjust accordingly the number of Common Stock available under the Plan, the Common Stock subject to any Award
and the exercise price of the Common Stock subject to Stock Options as a result of the events described in Section
4.2(b) of the Plan. Notwithstanding the foregoing:

(a) unless otherwise required by law or specifically provided herein, the rights of a Participant with respect to Awards
granted prior to such amendment, suspension or termination, may not be impaired without the consent of such
Participant; and

(b) stockholder approval shall be required, only if and to the extent required by the rules of a stock exchange on which
the Company�s Common Stock is listed for trading, the applicable provisions of Rule 16b-3 or, if and to the extent
required, under the applicable provisions of Section 162(m) of the Code, or with regard to Incentive Stock Options,
Section 422 of the Code, for an amendment which would (i) except as permitted in Section 4.1(a), increase the
aggregate number of shares of Common Stock that may be issued under this Plan; (ii) change the classification of
employees, Consultants, directors and non-employee directors eligible to receive Awards under this Plan; (iii)
decrease the minimum option price of any Stock Option; (iv) extend the maximum option period under Section 6.3;
(v) change any rights under the Plan with regard to non-employee directors; or (vi) require stockholder approval in
order for the Plan to continue to comply with the applicable provisions, if any, of Rule 16b-3, Section 162(m) of the
Code, any applicable state law, or, with regard to Incentive Stock Options, Section 422 of the Code.

The Committee may amend the terms of any Award theretofore granted, prospectively or retroactively, but, subject to
Article IV above or as otherwise specifically provided herein, no such amendment or other action by the Committee
shall impair the rights of any holder without the holder's consent.

ARTICLE XIII

UNFUNDED PLAN

This Plan is intended to constitute an "unfunded" plan for incentive compensation. With respect to any payments as to
which a Participant has a fixed and vested interest but which are not yet made to a Participant by the Company,
nothing contained herein shall give any such Participant any rights that are greater than those of a general creditor of
the Company.

ARTICLE XIV

GENERAL PROVISIONS

14.1 LEGEND. The Committee may require each person receiving shares pursuant to an Award under the Plan to
represent to and agree with the Company in writing that the Participant is acquiring the shares without a view to
distribution thereof. In addition to any legend required by this Plan, the certificates for such shares may include any
legend which the Committee deems appropriate to reflect any restrictions on Transfer. All certificates for shares of
Common Stock delivered under the Plan shall be subject to such stock transfer orders and other restrictions as the
Committee may deem advisable under the rules, regulations and other requirements of the Securities and Exchange
Commission, any stock exchange upon which the Common Stock is then listed or any national securities association
system upon whose system the Common Stock is then quoted, any applicable federal or state securities law, and any
applicable corporate law, and the Committee may cause a legend or legends to be put on any such certificates to make
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appropriate reference to such restrictions.

14.2 OTHER PLANS. Nothing contained in this Plan shall prevent the Board from adopting other or additional
compensation arrangements, subject to stockholder approval if such approval is required; and such arrangements may
be either generally applicable or applicable only in specific cases.

14.3 NO RIGHT TO EMPLOYMENT/DIRECTORSHIP. Neither this Plan nor the grant of any Award hereunder
shall give any Participant or other employee any right with respect to continuance of employment by the Company or
any Affiliate, nor shall there be a limitation in any way on the right of the Company or any Affiliate by
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which an employee is employed to terminate his employment at any time. Neither this Plan nor the grant of any
Award hereunder shall impose any obligations on the Company to retain any Participant as a director nor shall it
impose on the part of any Participant any obligation to remain as a director of the Company.

14.4 WITHHOLDING OF TAXES. The Company shall have the right to deduct from any payment to be made to a
Participant, or to otherwise require, prior to the issuance or delivery of any shares of Common Stock or the payment
of any cash hereunder, payment by the Participant of, any Federal, state or local taxes required by law to be withheld.
Upon the vesting of Restricted Stock, or upon making an election under Code Section 83(b), a Participant shall pay all
required withholding to the Company. The Committee may permit any such withholding obligation with regard to any
Participant to be satisfied by reducing the number of shares of Common Stock otherwise deliverable or by delivering
shares of Common Stock already owned. Any fraction of a share of Common Stock required to satisfy such tax
obligations shall be disregarded and the amount due shall be paid instead in cash by the Participant.

14.5 LISTING AND OTHER CONDITIONS.

(a) Intentionally Deleted.

(b) If at any time counsel to the Company shall be of the opinion that any sale or delivery of shares of Common Stock
pursuant to an Award is or may in the circumstances be unlawful or result in the imposition of excise taxes on the
Company under the statutes, rules or regulations of any applicable jurisdiction, the Company shall have no obligation
to make such sale or delivery, or to make any application or to effect or to maintain any qualification or registration
under the Securities Act of 1933, as amended, or otherwise with respect to shares of Common Stock or Awards, and
the right to exercise any Option shall be suspended until, in the opinion of said counsel, such sale or delivery shall be
lawful or will not result in the imposition of excise taxes on the Company.

14.6 GOVERNING LAW. This Plan shall be governed and construed in accordance with the laws of the state of
incorporation of the Company (regardless of the law that might otherwise govern under applicable principles of
conflict of laws).

14.7 CONSTRUCTION. Wherever any words are used in this Plan in the masculine gender they shall be construed as
though they were also used in the feminine gender in all cases where they would so apply, and wherever any words
are used herein in the singular form they shall be construed as though they were also used in the plural form in all
cases where they would so apply. To the extent applicable, the Plan shall be limited, construed and interpreted in a
manner so as to comply with the applicable requirements of Rule 16b-3 and Section 162(m) of the Code; however,
noncompliance with Rule 16b-3 or Section 162(m) of the Code shall have no impact on the effectiveness of a Stock
Option granted under the Plan.

14.8 OTHER BENEFITS. No Award payment under this Plan shall be deemed compensation for purposes of
computing benefits under any retirement plan of the Company or its subsidiaries nor affect any benefits under any
other benefit plan now or subsequently in effect under which the availability or amount of benefits is related to the
level of compensation.

14.9 COSTS. The Company shall bear all expenses included in administering this Plan, including expenses of issuing
Common Stock pursuant to any Awards hereunder.

14.10 NO RIGHT TO SAME BENEFITS. The provisions of Awards need not be the same with respect to each
Participant, and such Awards to individual Participants need not be the same in subsequent years.

14.11 DEATH/DISABILITY. The Committee may in its discretion require the transferee of a Participant to supply it
with written notice of the Participant's death or Disability and to supply it with a copy of the will (in the case of the
Participant's death) or such other evidence as the Committee deems necessary to establish the validity of the transfer
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of an Award. The Committee may also require the agreement of the transferee to be bound by all of the terms and
conditions of the Plan.

14.12 SECTION 16(b) OF THE EXCHANGE ACT. All elections and transactions under the Plan by persons subject
to Section 16 of the Exchange Act involving shares of Common Stock are intended to comply with any applicable
condition under Rule 16b-3. The Committee may establish and adopt written administrative guidelines, designed to
facilitate compliance with Section 16(b) of the Exchange Act, as it may deem necessary or proper for the
administration and operation of the Plan and the transaction of business thereunder.
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14.13 SEVERABILITY OF PROVISIONS. If any provision of the Plan shall be held invalid or unenforceable, such
invalidity or unenforceability shall not affect any other provisions hereof, and the Plan shall be construed and enforced
as if such provisions had not been included.

14.14 HEADINGS AND CAPTIONS. The headings and captions herein are provided for reference and convenience
only, shall not be considered part of the Plan, and shall not be employed in the construction of the Plan.

ARTICLE XV

TERM OF PLAN

No Award shall be granted pursuant to the Plan on or after the tenth anniversary of the earlier of the date the Plan is
adopted or the date of stockholder approval, but Awards granted prior to such tenth anniversary may extend beyond
that date.

ARTICLE XVI

NAME OF PLAN

This Plan shall be known as the PARAMOUNT GOLD AND SILVER CORP. 2008/09 STOCK INCENTIVE
AND EQUITY COMPENSATION PLAN.

This Plan was duly approved by the Company�s Board of Directors and executed as of October 2, 2008.

By order of the Board of Directors

Christopher Crupi, Chairman
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DETACH AND RETURN THIS PORTION ONLY

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

Paramount Gold and Silver Corp.

The Board of Directors recommends a vote �FOR�

the Nominees listed below and �FOR� Proposals 2, 3 and 4.

1. Vote on Directors

Christopher Crupi

Charles (Bill) Reed

Daniel Hachey

John Carden

Michel Yvan Stinglhamber

  Ian Talbot

  Robert Dinning

For

All

[ ]

Withhold
All

[ ]

For All
Except

[ ]

To withhold authority to vote for any individual
nominee(s), mark �For All Except� and write the names(s)
of the nominee(s) for whom you withhold your vote on
the line below.

____________________________________________

2. Vote on ratification of
HLB Cinnamon Jang
Willoughby & Company as
our independent registered
public accountants

For

[ ]

Against

[ ]

Abstain

[ ]

3. Vote on Amendment to
our Certificate of
Incorporation to increase the
number of authorized shares
of common stock to
200,000,000 shares.

For

[ ]

Against

[ ]

Abstain

[ ]

4. Vote on ratification of our
2008/09 Stock Incentive and
Equity Compensation Plan

 5. Vote on reducing the
exercise

For

[ ]

For

[ ]

Against

[ ]

Against

[ ]     

Abstain

[ ]

Abstain

[ ]
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price of our outstanding
common stock options

Please sign exactly as name appears hereon. If shares are held by joint tenants, both should sign. When signing as
attorney, executor, administrator, trustee or guardian, please give full title as such. If a corporation, please sign full
corporate name by president or other authorized officer. If a partnership, please sign in partnership name by
authorized person.

For address changes and/or comments, please check this box

and write them on the back where indicated.  [ ]

___________________________ __________ _________________________ __________
Signature [Please sign within box] Date Signature (Joint Owners) Date
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COMMON STOCK

PARAMOUNT GOLD AND SILVER CORP.

346 Waverley Street

Ottawa, Ontario Canada K2P OW5

ANNUAL MEETING OF STOCKHOLDERS: November 21, 2008

This Proxy is Solicited on Behalf of the Board of Directors

The undersigned, hereby appoints ___________________ and ____________________ or either of them acting
separately, as attorneys in fact and proxies with full power of substitution to vote, as designated on the reverse side, all
shares of Common Stock of Paramount Gold and Silver Corp. which the undersigned may be entitled to vote at the
Annual Meeting of Stockholders to be held at ___________________ on November 21, 2008  and at any
adjournments thereof, upon all matters which may properly come before said Annual Meeting.

(If no name is identified above, it shall be conclusively presumed that Christopher Crupi and Charles Reed, or either
of them acting separately has been designated attorney in fact)

This proxy shall be voted in accordance with the instructions marked on the reverse side hereof. If no choice is
marked, the above appointed proxies have discretionary authority with respect to the election of directors,
Proposals 2, 3 and 4 and any other matter that may properly come before the Annual Meeting. The
above-appointed proxies will exercise any discretionary authority to vote �FOR� the nominees for election as
directors and �FOR� proposals 2, 3 and 4.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF THE COMPANY.

THIS PROXY MAY BE REVOKED AT ANY TIME PRIOR TO THE VOTING THEREOF.

NOTE: THIS PROXY MUST BE SIGNED AND DATED ON THE REVERSE SIDE.

Address Changes/Comments:

_____________________________________________________________________________________________

_____________________________________________________________________________________________

_____________________________________________________________________________________________

_____________________________________________________________________________________________

Edgar Filing: MFS HIGH YIELD MUNICIPAL TRUST - Form N-Q

71


