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FINANCIAL AND OPERATING HIGHLIGHTS

(Expressed in thousands of Canadian doll Three Months Ended Nine Months Ended
except per boe and share amounts) September 30 September 30
2019 2018 2019 2018
OPERATIONS
Average daily production
Light oil (bbl/d) 155 193 170 209
Natural gas (mcf/d) 2,639 3,242 2,675 2,788
NGLs (bbl/d) 57 88 62 65
Total equivalent (boe/d) 652 821 678 739
Average prices
Light oil ($/bbl) $ 66.94 ¢ 80.42 $ 67.06 $ 75.38
Natural gas ($/mcf) 0.93 1.50 1.51 1.52
NGLs (S/bbl) 39.32 59.41 47.08 59.79
Operating netback
Revenue (S/boe) S 23.11 S 31.18 $ 27.11 S 32.33
Realized loss on risk management
contracts ($/boe) (0.27) (2.52) (0.15) (1.59)
Royalties ($/boe) (3.86) (6.53) (4.60) (7.32)
Net operating expenses® ($/boe) (11.03) (10.69) (11.50) (12.53)
Transportation expenses ($/boe) (2.61) (2.42) (2.33) (2.07)
Operating netback (Y ($/boe) S 534 S 9.02 $ 853 S 8.82
FINANCIAL
Oil and natural gas revenues ) S 1,386 S 2,355 $ 5021 § 6,523
Operating income(® 321 679 1,580 1,780
Cash provided by operating activities 181 309 946 1,085
Per share — basic and diluted 0.02 N/A 0.08 N/A
Adjusted funds flow (%) 110 619 885 1,613
Per share — basic and diluted 0.01 N/A 0.08 N/A
Net income (loss) and comprehensive
income (loss) (407) 21 (371) (672)
Per share — basic and diluted (0.04) N/A (0.03) N/A
Capital expenditures 406 39 559 313
Net working capital® 19 274 19 274
Shares outstanding (‘000s) 11,207 N/A 11,207 N/A
Weighted average shares outstanding
basic and diluted (‘000s) 11,207 N/A 11,206 N/A

(MOperating netback, operating income, net operating expenses, adjusted funds flow and net working capital are non-1FRS
measures. See “Non- IFRS Measures”.

(@ Before royalties.

@) N/A is defined as Not Applicable.
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Management'’s discussion and analysis (“MD&A”) is Briko Energy Corp.’s (“Briko” or the “Corporation”) explanation of
its financial performance for the period covered by the unaudited condensed interim financial statements along with an
analysis of the Corporation’s financial position. Comments relate to and should be read in conjunction with the audited
financial statements of the Corporation for the years ended December 31, 2018 and 2017, and the unaudited condensed
interim financial statements as at and for the three and nine months ended September 30, 2019 and 2018. This MD&A
is dated November 29, 2019 and based on information available to that date. All figures provided herein and in the
September 30, 2019 unaudited condensed interim financial statements are reported in Canadian dollars.

Briko commenced operations on December 20, 2018 resulting from the plan of arrangement involving lkkuma
Resources Corp. (“lkkuma”), Pieridae Energy Limited (“Pieridae”), Briko and the shareholders of Ikkuma. Briko is an
Alberta company focused on the development of Cardium light oil in the foothills area of Alberta and is pursuing an
expanded inventory of optimization and development drilling initiatives. Briko’s assets in the Alberta Foothills area
consists of land, reserves, infrastructure and oil and liquids-rich opportunities.

COMMON CONTROL TRANSACTION AND COMPARATIVE INFORMATION

On December 20, 2018, Ikkuma, Pieridae and Briko, at that time a wholly-owned subsidiary of Ikkuma, and the
shareholders of Ikkuma completed a plan of arrangement (the “Arrangement”) under the Business Corporations
Act (Alberta), whereby Pieridae acquired all of the issued and outstanding shares of Ikkuma.

Pursuant to the Arrangement, lkkuma shareholders received 0.1 of a share of Briko for each Ikkuma common share
and 0.1 of a common share purchase warrant of Briko. Each whole warrant entitles the holder to acquire one
common share of Briko at an exercise price of $1.10 per share at any time on or before June 28, 2019. On April 29,
2019, Briko’s Board of Directors approved an extension to the expiry date of the common share purchase warrants
from June 28, 2019 to June 26, 2020.

Pursuant to an asset conveyance agreement (the “Conveyance Agreement”) between Briko and Ikkuma made as of
September 21, 2018, Ikkuma assigned and transferred to Briko certain interests in its Cardium light-oil focused
Alberta Footbhills properties (the “Cardium Qil Properties”).

Since the shareholders of Briko and Ikkuma upon the close of the Arrangement were the same, the transaction is a
common control transaction. Financial and operating results below present the historical financial position, results
of operations and cash flows of Ikkuma’s Cardium Qil Properties for all prior periods up to and including September
21, 2018 on a carve-out basis as if they had operated as a stand-alone entity subject to Ikkuma’s control. The
financial position, results of operations and cash flows prior to September 21, 2018 (the date of the Conveyance
Agreement) include the Cardium Oil Properties and from September 21, 2018 forward include the actual historical
results of Briko after assuming the Cardium Oil Properties upon the completion of the Plan of Arrangement.

For reporting purposes, it is assumed that Briko held these assets prior to December 20, 2018 and as such,
information provided includes production for the comparative period in 2018.
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NON-IFRS MEASURES
FUNDS FLOW FROM OPERATIONS AND ADJUSTED FUNDS FLOW

Two of the benchmarks Briko uses to evaluate its performance are “funds flow from operations” and “adjusted funds
flow”, which are separate and distinct from “cash provided by operating activities”. Funds flow from operations and
adjusted funds flow are non-IFRS measures that are commonly used in the oil and gas industry. Funds flow from
operations represents cash provided by operating activities before changes in operating non-cash working capital.
Adjusted funds flow represents cash provided by operating activities before changes in non-cash working capital and
decommissioning obligation expenditures incurred. The Corporation considers both to be key measures that
demonstrate the ability of the Corporation’s continuing operations to generate the cash flow necessary to fund
future growth through capital investment. Funds flow from operations or adjusted funds flow should not be
considered an alternative to or more meaningful than cash used in operating activities as determined in accordance
with IFRS as an indicator of the Corporation’s performance. Briko’s determination of funds flow from operations or
adjusted funds flow may not be comparable with that of other companies. The following table reconciles Briko’s
cash provided by operating activities to funds flow from operations and adjusted funds flow:

(thousands of dollars)

Three months ended Nine months ended

September 30 September 30 September 30 September 30

2019 2018 2019 2018

Cash provided by operating activities $ 181 $ 309 S 946 S 1,085
Changes in non-cash working capital balances relating to

operating activities (71) 310 (61) 528

Funds from operations S 110 $ 619 S 885 S 1,613

Adjusted funds flow S 110 $ 619 S 885 S 1,613

NET WORKING CAPITAL

Net working capital includes total current assets and current liabilities excluding current lease obligations and short-
term derivative assets and liabilities related to the Corporation’s risk management activities.

OPERATING NETBACK, OPERATING INCOME AND NET OPERATING EXPENSES

Management uses certain industry benchmarks such as operating netback, operating income and net operating
expenses as derived from the netback to analyze financial and operating performance. These benchmarks as
presented do not have any standardized meanings prescribed by IFRS and therefore may not be comparable with
the calculation of similar measures for other entities. Operating netback equals oil and natural gas revenue
(including realized gains and losses on commodity risk management contracts) less royalties, net operating expenses
and transportation expenses as calculated on a boe basis. Operating income is calculated in the same method as
the operating netback, but is presented on a total basis rather than on a boe basis. Management considers operating
netback and operating income as important measures to evaluate the Corporation’s operational performance as
these measures demonstrate Briko’s field level profitability relative to current commodity prices. Net operating
expenses are a non-IFRS measure calculated as operating expenses less other income. Other income includes gas
processing income earned from fees charged to third parties at facilities where Briko has an ownership interest.
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RESULTS OF OPERATIONS

PRODUCTION
Three months ended Nine months ended

September 30 September 30 September 30 September 30

2019 2018 2019 2018

Light oil (bbls/d) 155 193 170 209
Natural gas (mcf/d) 2,639 3,242 2,675 2,788
NGLs (bbls/d) 57 88 62 65
Total boe/d 652 821 678 739

Total production for the nine months ended September 30, 2019 decreased 8% as compared to the prior period in
2018 primarily due to natural production decline. Total production for the three months ended September 30, 2019
decreased 21% primarily due to natural production decline and downtime for scheduled field maintenance which
accounted for approximately 50 boe/d of reduced production.

OIL AND NATURAL GAS REVENUE

(thousandsof dollars except prices)

Three months ended Nine months ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018

Revenue
Light oil S 954 S 1,428 $ 3,119 $ 4,298
Natural gas 226 447 1,104 1,155
NGLs 206 480 798 1,070
Total S 1,386 S 2,355 S 5021 $ 6,523
Realized Prices
Light oil ($/bbl) $ 66.94 S 80.42 $ 67.06 S 75.38
Natural gas ($/mcf) 0.93 1.50 1.51 1.52
NGLs ($/bbl) 39.32 59.41 47.08 59.79
Average price per boe $ 2311 §$ 31.18 $ 27.11 S 32.33
Benchmark Pricing
Edmonton light sweet (Cdn $/bbl) S 6820 S 81.91 S 69.40 S 77.90
Natural gas — NYMEX (USD $/MMBtu) 2.23 2.90 2.67 2.89
Natural gas — AECO (5A) daily index (Cdn $/mcf) S 091 S 1.17 S 151 S 1.48

Total revenue for the three and nine months ended September 30, 2019 decreased by 41% and 23% respectively as
compared to the prior periods of 2018. The decreases are primarily due to the decrease in the Corporation’s realized
average price per boe due to lower realized prices and decreased production for the three and nine months ended
September 30, 2019.

Briko’s realized light oil price for the three and nine months ended September 30, 2019 decreased 17% and 11%
respectively over the same periods of 2018. Similarly, the Corporation’s benchmark pricing, Edmonton light sweet,
decreased by 17% and 11% as compared to the same periods of 2018.

Briko’s realized natural gas price for the three months ended September 30, 2019 decreased 38% over the same
period of 2018. The decrease is consistent with the weakening of the daily AECO and NYMEX index, the Corporation’s
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benchmark pricing. Briko’s realized natural gas price for the nine months ended September 30, 2019 of $1.51 per
mcf was comparable to $1.52 per mcf for the same period of 2018 and was also aligned with the benchmark pricing.
Effective May 1, 2019, the Corporation diversified its natural gas pricing through a NYMEX based contract expiring
October 31, 2021, at a fixed volume of 750 MMBtu/d, or approximately 25% of the Corporation’s current gas
production, at the Nymex daily index price less a fixed differential of $1.675 USD/MMBtu.

RISK MANAGEMENT CONTRACTS

The Corporation enters into risk management commodity contracts in order to reduce volatility in financial results
and protect the Corporation’s financial position. Briko’s strategy focuses on the use of costless collars, options and
swaps to limit exposure to fluctuations in commaodity prices while allowing for participation in commodity price
increases. The Corporation’s financial risk management activities are conducted pursuant to the Corporation’s Risk
Management Policy approved by the board of directors. These contracts had the following impact on the statements
of income (loss) and comprehensive income (loss):

(thousandsof dollars except per boe) Three months ended Nine months ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018
Realized loss on financial instruments S (16) S (190) $ (28) S (320)
Per boe (0.27) (2.52) (0.15) (1.59)
Unrealized gain (loss) on financial instruments S (10) S (106) $ 33 $ (931)
Per boe (0.17) (1.41) 0.18 (4.62)

At September 30, 2019, the Corporation held the following risk management commodity contracts:

Light Ol (WTEBCd1)

Remaining Term Option Traded Volume (bbl/d) Strike Price
October 1, 2019 - December 31, 2019 Put Acquired 100 $70.00/bbl
January 1, 2020 - June 30, 2020 Put Acquired 100 $65.00/bbl

Subsequent to September 30, 2019, the Corporation entered into the following risk management commodity
contract:

Natural Gas (AECECdn)

Remaining Term Option Traded Volume (GJ/d) Strike Price
November 1, 2019 — March 31, 2020 Put Acquired 1,500 $2.00/G)J
April 1, 2020 — September 30, 2020 Put Acquired 1,000 $1.50/G)J

In addition to the risk management contracts above, the Corporation has entered into physical delivery sales
contracts to manage commodity risk. These contracts are considered normal sales contracts and are not recorded
at fair value in the condensed interim financial statements.

The Corporation has the following physical commodity contracts in place as also described above at September 30,
2019:

Natural GasBasis Differential

Price (NYMEX less
Remaining Term Type Volume (MMBtu/d) US$/MMBtu)

October 1, 2019 - October 31, 2021 Basis Differential 750 ($1.675)/MMBtu
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ROYALTIES

(thousandsof dollars except per boe) Three months ended Nine months ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018
Royalties S 231 S 494 S 852 S 1,477
Per boe 3.86 6.53 4.60 7.32
Percentage of revenue (“Royalty Rate”) 17% 21% 17% 23%

Briko’s royalty rate for the three and nine months ended September 30, 2019 decreased by 19% and 26%
respectively over the prior periods of 2018. The decrease is primarily due to the weakening of the Edmonton light
sweet benchmark price when compared to the same periods of 2018.

NET OPERATING EXPENSES

(thousands of dollars, except per boe) Three months ended Nine months ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018
Operating expenses S 852 § 982 S 2,514 S 2,809
Other income (191) (173) (385) (281)
Net operating expenses 661 809 2,129 2,528
Per boe $ 11.03 $ 10.69 S 11.50 S 12.53

Per unit net operating expenses for the three months ended September 30, 2019 of $11.03 per boe is comparable
to the $10.69 per boe reported in the prior period of 2018. Per unit net operating expenses for the nine months
ended September 30, 2019 decreased by 8% over the same period of 2018. The decrease is primarily due to field
optimization initiatives on the assets acquired on December 21, 2017 in the foothills of Alberta and an increase in
gas processing income at the Corporation’s non-operated facilities.

TRANSPORTATION EXPENSES

(thousands of dollars, except per boe)

Three months ended Nine months ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018
Gas transportation S 56 S 46 S 163 S 109
QOil transportation 101 137 269 309
Transportation expense S 157 S 183 S 432 S 418
Per boe S 2.61 S 2.42 S 2.33 S 2.07

Briko’s per unit transportation expense for the three and nine months ended September 30, 2019 increased by 8%
and 13% respectively over the prior periods of 2018.

Q3 2019 MD&A 6



OPERATING INCOME & OPERATING NETBACKS

Operating Income

(thousands of dollars)

Three months ended

Nine months ended

September 30 September 30 September 30 September 30

2019 2018 2019 2018

Revenue 1,386 S 2,355 5021 $ 6,523

Realized loss on risk management contracts (16) (190) (28) (320)

Royalties (231) (494) (852) (1,477)

Net operating expenses (661) (809) (2,129) (2,528)

Transportation expenses (157) (183) (432) (418)

Operating income 321§ 679 $ 1,580 $ 1,780

REeiRH SR backs Three months ended Nine months ended

(dollars per bop September 30 September 30 September 30 September 30
2019 2018 2019 2018
Revenue 2311 §$ 31.18 S 27.11 S 32.33
Realized loss on risk management contracts (0.27) (2.52) (0.15) (1.59)
Royalties (3.86) (6.53) (4.60) (7.32)
Net operating expenses (11.03) (10.69) (11.50) (12.53)
Transportation expenses (2.61) (2.42) (2.33) (2.07)
Operating netbacks 534 § 9.02 S 853 S 8.82

Briko’s operating netback for the three months ended September 30, 2019 decreased by 41% over the prior period
in 2018 due primarily to the decrease in revenue, which was partially offset by the decrease in royalties and
decreased realized losses on risk management contracts. Briko’s operating netback for the nine months ended
September 30, 2019 was comparable to the prior period in 2018.

GENERAL AND ADMINISTRATIVE (“G&A”) EXPENSES

(thousandsof dollars except per boe)

Three months ended

Nine months ended

September 30 September 30 September 30 September 30

2019 2018 2019 2018

Gross expenses 229 S 103 S 757 S 258
Operator’s recoveries (18) (28) (62) (59)
Capitalized costs - (15) - (32)
G&A expenses 211 S 60 695 S 167
Per boe 3.52 S 0.18 375 $ 0.83

Per unit G&A expenses for the three and nine months ended September 30, 2019 increased substantially as
compared to the prior periods of 2018. The Corporation commenced independent operations on December 20, 2018
following the completion of the Arrangement. The increase in G&A expenses in 2019 are reflective of the
Corporation’s ongoing independent operations since December 20, 2018.
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FINANCE EXPENSE

(thousandsof dollars except per boe) Three months ended Nine months ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018
Interest on lease obligations S 7 S - S 14 S -
Accretion on decommissioning obligation 51 56 153 160
Total finance expenses S 58 S 56 S 167 S 160
Finance expense boe S 0.97 S 0.74 $ 090 S 0.79

Briko’s finance expense for the three and nine months ended September 30, 2019 increased as compared to the
prior periods of 2018 due to the additional interest associated with finance leases upon adoption of IFRS 16.

Accretion expense represents the Corporation’s accretion on decommissioning obligations. Accretion on
decommissioning obligations for the three and nine months ended September 30, 2019 were comparable to the

prior periods of 2018.

SHARE-BASED COMPENSATION

(thousandsof dollarg Three months ended Nine months ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018
Gross expenses S 120 S 15 S 196 S 44
Capitalized expense - (6) - (15)
Total share-based compensation S 120 S 9 S 196 S 29

On May 7, 2019, the Corporation issued 950,000 stock options at an exercise price of $1.10 per share. The
Corporation had no stock options outstanding prior to May 7, 2019. Share-based compensation expense for the
three and nine months ended September 30, 2019 increased as compared to the respective prior periods as a
result of the initial issuance of stock options. Share-based compensation recorded in the prior periods were
allocated from lkkuma’s share-based compensation to Briko in proportion to Briko’s production relative to the
total Ikkuma production.

DEPLETION AND DEPRECIATION

(thousandsof dollars except per boe) Three months ended Nine months ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018
Depletion and depreciation expense S 329 S 427 S 926 S 1,165
Per boe S 5.47 S 5.65 S 5.00 S 5.77

Per unit depletion and depreciation expenses for the three months ended September 30, 2019 of $5.47 per boe
were comparable to the $5.65 per boe for the prior period of 2018. Per unit depletion and depreciation expenses
for the nine months ended September 30, 2019 decreased by 13% due to the reduction in the depletable base
resulting from the impairment expense recognized in the fourth quarter of 2018.

IMPAIRMENT

There were no impairment indicators identified for the three months ended September 30, 2019 or for the three or
nine months ended September 30, 2018. Commaodity prices remain volatile, and accordingly, impairment charges
or recoveries could be recorded in future periods.
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CAPITAL EXPENDITURES

Total capital expenditures for the nine months ended September 30, 2019 of $0.6 million was higher than the $0.3
million reported in the prior period of 2018. The increase was primarily due to a turnaround at a non-operated
facility. Briko has established a prudent capital expenditure program for 2019 and 2020 that is expected to focus on
maintenance and optimization initiatives.

DECOMMISSIONING OBLIGATION

As at September 30, 2019, the decommissioning obligation of the Corporation was $10.5 million (December 31, 2018 -
$10.1 million).

CASH PROVIDED BY OPERATING ACTIVITIES, ADJUSTED FUNDS FLOW AND NET INCOME (LOSS)

(thousands of dollars, except per share amoul

Three months ended Nine months ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018
Cash provided by operating activities S 181 S 309 S 946 S 1,085
Adjusted funds flow 110 619 885 1,613
Per share — basic and diluted 0.01 N/A 0.08 N/A
Net income (loss) (407) 21 (371) (672)
Per share — basic and diluted (0.04) N/A (0.03) N/A

Cash provided by operating activities and adjusted funds flow for the three and nine months ended September 30, 2019
are lower than the comparable periods of 2018 primarily due to the decrease in operating netbacks. Briko’s net income
(loss) for the three months ended September 30, 2019 was lower than the net income (loss) reported in the comparable
period primarily due to the decrease in operating netbacks. Briko’s net loss for the nine months ended September 30,
2019 was lower than the net loss reported in the comparable period primarily due to the unrealized losses on risk
management contracts.

DEFERRED INCOME TAX

Briko has tax pools of approximately $12.3 million including $0.9 million of non-capital loss carry-forwards, available for
deduction against future taxable income. Non-capital losses expire between 2027 and 2038. The asset remains
unrecognized as at September 30, 2019.
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LIQUIDITY AND CAPITAL RESOURCES
LIQUIDITY RISK

Liquidity risk is the risk that the Corporation will not be able to meets its financial obligations as they become due. The
Corporation’s approach to managing liquidity is to ensure that it will have sufficient liquidity to meet its short-term and
long-term financial obligations when due, under both normal and unusual conditions, without incurring unacceptable
losses or risking harm to the Corporation’s reputation. The Corporation’s financial liabilities include accounts payable
and accrued liabilities that are due within the next year. At September 30, 2019, the Corporation had no debt
outstanding. To manage liquidity risk, the Corporation will seek to issue equity, issue debt or operate within cash flow.

CAPITAL MANAGEMENT

The Corporation’s share structure includes working capital and shareholders’ equity. Briko’s primary capital management
objective is to maintain a strong financial position in order to continue the future growth of the Corporation. The
Corporation monitors its capital structure and makes adjustments on an ongoing basis in order to maintain the flexibility
needed to achieve long-term objectives. To manage the capital structure, the Corporation may adjust capital spending,
hedge future revenue and costs, issue new equity or issue debt.

COMMITMENTS

The following are the obligations of the Corporation representing future commitments.

(thousands of dollars) 2019 2020 2021 2022 2023  Thereafter Total
Office lease S 7 S 104 S 119 S 11 S - S - S 241
Firm transportation 39 154 105 98 98 219 713
Total $ a6 $ 258§ 24 109 $ 8 219 954

RELATED PARTY TRANSACTIONS

The Corporation did not have any related party transactions in the three and nine months ended September 30, 2019.

COMMON SHARE INFORMATION

Three Months Ended Nine Months Ended
September 30 September 30 September 30 September 30
2019 2018 2019 2018
Outstanding common shares end of period 11,206,626 1 11,206,626 1
Weighted average outstanding common shares
basic and diluted %) 11,206,626 N/A 11,206,334 N/A

MTheC o r p o r stotkiogtions andvarrants are antidilutive

At November 29, 2019, the Corporation had 11,206,626 common shares, 950,000 stock options ($1.10 strike price),
11,205,006 warrants ($1.10 strike price), 675,000 warrants ($1.35 strike price) and 675,000 warrant rights ($1.10
strike price) outstanding. At November 29, 2019, there were no preferred shares issued or outstanding.
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GUIDANCE

Briko’s average production for 2019 is expected to be in the range of 625 — 675 boe/d. Based on these production
estimates, combined with the Corporation’s hedge position and its current cost structure, adjusted funds flow for
2019 is expected to be in excess of $1.0 million, representing approximately $0.09 per share in 2019.

OFF BALANCE SHEET ARRANGEMENTS

The Corporation does not believe it has any guarantees or off-balance sheet arrangements that have, or are reasonably
likely to have, a current or future effect on the Corporation’s financial condition, results of operations, liquidity or capital
expenditures.

ADDITIONAL DISCLOSURES

QUARTERLY FINANCIAL INFORMATION

(thousands of dollars, except daily production, Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4
average wellhead price and per share amounts) 2019 2019 2019 2018 2018 2018 2018 2017
Average daily production (boe/d) 652 715 668 777 821 765 629 104
Oil and natural gas revenue 1,386 1,786 1,849 1,519 2,355 2,383 1,785 387
Average price ($/boe) 23.11 27.45 30.74 21.25 31.18 34.21 31.56 41.53
Capital expenditures 406 153 25 4 39 50 224 1,484
Property acquisitions - - - - - - - 6,988
Cash provided by operations 181 207 558 692 309 385 391 89

Per share — basic and diluted 0.02 0.02 0.05 0.06 N/A N/A N/A N/A
Adjusted funds flow 110 424 351 63 619 790 204 550

Per share — basic and diluted 0.01 0.04 0.03 0.01 N/A N/A N/A N/A
Net income (loss) (407) 31 5 (8,469) 21 (238) (455)  (17,867)

Per share — basic and diluted (0.04) 0.00 0.00 (0.76) N/A N/A N/A N/A

CHANGES IN ACCOUNTING POLICIES

The Corporation has applied the following new accounting pronouncement in preparing the September 30, 2019
unaudited quarterly financial statements. The Corporation has not early adopted any standard, interpretation or
amendment that has been issued but is not yet effective.

Adoption of IFRS 16 - Leases

The Corporation adopted IFRS 16 using the modified retrospective approach, and therefore comparative information
has not been restated and continues to be reported under IAS 17 and IFRIC 4. The cumulative effect of initially applying
the standard was recognized through $0.2 million in right-of-use assets (included in “Property, plant and equipment”)
and $0.2 million in lease obligations. The weighted average incremental borrowing rate used to calculate the lease
obligation at adoption was 6.0%. The right-of-use assets and lease obligations recognized relate to the Corporation’s
leases for oil well equipment rentals.

The adoption of IFRS 16 included the following elections:

I The Corporation elected to use hindsight in determining the lease term where the contract contains
terms to extend or terminate the lease;
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9 The Corporation elected to account for leases with a remaining term of less than 12 months at January
1, 2019 as short-term leases;

I The Corporation elected to account for lease payments as an expense and not recognize a right-of-use
asset if the underlying asset is of a lower dollar value;

I The Corporation elected to apply a single discount rate to a portfolio of leases with similar
characteristics; and

9 The Corporation recognized lease liabilities at the present value of the remaining lease payments,
discounted using the interest rate implicit in the lease or the Corporation’s incremental borrowing rate
as at January 1, 2019. The associated right-of-use assets will be measured at the amount equal to the
lease liability on the date of transition, with no impact to opening retained earnings (deficit).

ADVISORIES

FORWARD LOOKING STATEMENTS

This MD&A contains forwa#ldoking statements and forwasdboking information within the meaning of applicable
securiteslawsThe use of any of the words “expect”, d7ant‘incayp’at e
will”, “project”, “should”, “believe”, “planaekng “inten
statements or information.Forward looking statements and information in this MD&A includes, but is not limited to,

Bro’ s estimated production for 2019 amd aigt sassesgnteigofi pat ed
future plans and operations, drilling plans, and the timing thereof, capital expenditures, timing of capital expenditures,

and methods of financing capital expenditures and the ability to fund financial liabilities, production estimatetgdxp
commodity mix and prices, future operating costs, future transportation costs, expected royalty rates, general and
administrative expenses, interest rates, debt levels, funds flow(fissed inpperations and the timing of and impact of
implementing accounting policies, estimates regarding undeveloped land position and estimated future drilling,
completion, recompletion or reactivation locations may constitute fordeolling statements and information under

applicable securities laws and necessanlyolve risks including, without limitation, risks associated with oil and gas
exploration, development, exploitation, production, marketing and transportation, loss of markets, volatility of
commaodity prices, currency fluctuations, imprecision of resstmnates, environmental risks, competition from other
producers, inability to retain drilling rigs and other services, incorrect assessment of the value of acquisitions, failure t
realize the anticipated benefit of acquisitions, the inability to fudblize the benefits of acquisitions, delays resulting

from or inability to obtain required regulatory approvals and inability to access sufficient capital from internal and
external sources. Adsc onsequence, t he Cor por a teriayfronsthoseetpressdd infoe sul t s
implied by, the forwardooking statements. Forwaidoking statements or information is based on a number of factors

and assumptions which have been used to develop such statements and information but which mayberowvarrect.

Although the Corporation believes that the expectations and assumptions reflected in such-fookemgl statements

or information are reasonable, undue reliance should not be placed on felwakidg statements because the
Corporationcannot give any assurance that they will prove to be correct. In addition to other factors and assumptions
which may be identified in this document and other documents filed by the Corporation, assumptions have been made
regarding, among other things: elimpact of increasing competition; the general stability of the economic and political
environment in which the Corporation operates; the ability of the Corporation to obtain qualified staff, equipment and
services in a timely and cost efficient mannaitlicg results; the ability of the operator of the projects which the
Corporation has an interest in to operate the field in
obtain financing on acceptable terms; field production rated decline rates; the ability to reduce operating costs; the

ability to replace and expand oil and natural gas reserves through acquisition, development or exploration; the timing

and costs of pipeline, storage and facility construction and expansioabiiity of the Corporation to secure adequate

product transportation; future petroleum and natural gas prices; currency exchange and interest rates; the regulatory
framework regarding royalties, taxes, and environmental matters in the jurisdictionsdh thiei Corporation operates;

and the Corporation’s ability to successfully market it
the foregoing list of factors is not exhaustive. Furthermore, the forleaking statements contained this MD&A are
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made as at the date of this MD&A and the Corporation does not undertake any obligation to update publicly or to revise
any of the included forwarbboking statements, whether as a result of new information, future events, or otherwise,
excep as may be required by applicable securities laws.

Certain information set out herein may be considered as
laws. The purpose of this financial outlook is to provide readers with disclosure regardimgieasonable expectations

as to the aticipated results of its proposed business activities for the periods indicated. Readers are cautioned that the
financial outlook may not be appropriate for other purposes.

CONVERSIONS

The oil and gas industry commonly expresses production volumessaadrrer e s on a “barrel of oil
whereby natural gas volumes are converted at the ratio of six thousand cubic feet to one barrel of oil. The intention is to
sum oil and natural gas measurement units into one basis for improved amdlysssilts and comparisons with other

industry participants.

Throughout this MD&A the Corporation has used the 6:1 boe measure which is the approximate energy equivalency of
the two commaodities during combustion. Boe does not represent a value equivaeheywellhead nor at the plant

gate which is where the Corporation sells its production volumes, and therefore, may be a misleading measure,
particularly if used in isolation. Given that the value ratio based on the current price of crude oil asddmpatural

gas is significantly different from the energy equivaleot:1, utilizing a 6:1 conversion may be misleading as an
indication of value.
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