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LETTER TO IKKUMA SHAREHOLDERS
November 14, 2018
Dear Ikkuma Shareholders:
You are invited to attend a special meeting (the “Meeting”) of holders (“Ikkuma Shareholders”) of common
shares (“Ikkuma Shares”) of Ikkuma Resources Corp. (“Ikkuma” or the “Corporation”) to be held at the offices
of Borden Ladner Gervais LLP at Suite 1900, 520 – 3rd Avenue S.W., Calgary, Alberta on Monday, December 17,
2018 at 10:00 a.m. (MST). At the Meeting, you will be asked to consider and, if deemed advisable, approve a
special resolution approving a plan of arrangement (the “Arrangement”) involving Ikkuma, Briko Energy Corp.
(“ExploreCo”), Pieridae Energy Limited (“Pieridae”) and the Ikkuma Shareholders to be carried out pursuant to an
arrangement agreement between the Corporation and Pieridae.
Full details of the Arrangement are set out in the accompanying Notice of Special Meeting of Ikkuma Shareholders
and Management Information Circular and Proxy Statement (the “Information Circular”). The Information
Circular contains a detailed description of the Arrangement, including certain risk factors relating to the completion
of the Arrangement. You should consider carefully all of the information in the Information Circular. If you require
assistance, consult your financial, legal, tax or other professional advisors.
Pursuant to the Arrangement, Ikkuma Shareholders (other than dissenting Ikkuma Shareholders) will receive for
each Ikkuma Share held:
(i)

0.1926 of one common share of Pieridae (each whole share being a “Pieridae Share”); and

(ii)

0.1 of one common share of ExploreCo (each whole share being an “ExploreCo Share”) and 0.1
of one common share purchase warrant of ExploreCo (each whole warrant being an “ExploreCo
Warrant” and, together with the ExploreCo Shares, the “ExploreCo Securities”).

The issuance of the ExploreCo Securities is subject to the receipt of customary regulatory approvals by the Alberta
Energy Regulator (the “AER”) of the transfer of the ExploreCo Assets; such approval by the AER was received on
October 26, 2018. Provided the AER does not revoke or change its approval before closing of the Arrangement, the
ExploreCo Securities will be issued as set forth above. Each whole ExploreCo Warrant entitles the holder thereof to
acquire one ExploreCo Share for a period of one hundred and eighty (180) calendar days from the date of issuance
at a subscription price of $1.10 per ExploreCo Share.
On September 21, 2018, Ikkuma transferred certain interests in its Cardium light oil-focused Alberta Foothills
properties (the “ExploreCo Assets”) to ExploreCo. As stated above, regulatory approval for such transfers was
provided by the AER on October 26, 2018.
For additional details about the Arrangement, see “The Arrangement” and “The Arrangement Agreement” in the
Information Circular which accompanies this letter.
The Arrangement is subject to customary conditions for a transaction of this nature, which include court and
regulatory approvals, and approval by: (i) not less than two-thirds of the votes cast by the Ikkuma Shareholders,
present in person or represented by proxy at the Meeting; and (ii) by a majority of the votes cast by Ikkuma
Shareholders, present in person or represented by proxy at the Meeting, after excluding the votes cast by those
persons whose votes may not be included in determining minority approval of a “business combination” pursuant to
Multilateral Instrument 61-101 – Protection of Minority Security Holders in Special Transactions.
The board of directors of Ikkuma (the “Ikkuma Board”), after consulting with its financial and legal
advisors, and after consideration of, among other things, the fairness opinion of KES 7 Capital Inc., has
unanimously determined that the Arrangement is in the best interests of the Corporation, that the
consideration to be received by Ikkuma Shareholders pursuant to the Arrangement is fair, from a financial
point of view, to Ikkuma Shareholders and unanimously recommends that Ikkuma Shareholders vote in
favour of the Arrangement. All of the directors and officers of Ikkuma and certain other Ikkuma Shareholders,
who own in the aggregate approximately 19% of the outstanding Ikkuma Shares have entered into support
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agreements with Ikkuma and Pieridae pursuant to which they have agreed to, among other things, vote their Ikkuma
Shares in favour of the Arrangement.
Your vote is important regardless of the number of Ikkuma Shares you own. All Ikkuma Shareholders are
encouraged to take the time to complete, sign, date and, in the case of registered Ikkuma Shareholders, return the
enclosed applicable form of proxy in accordance with the instructions set out therein and in the Information Circular
so that your Ikkuma Shares can be voted at the Meeting in accordance with your instructions. If you are a
non-registered Ikkuma Shareholder and hold your Ikkuma Shares through a broker, custodian, nominee or other
intermediary, follow their instructions.
If you are a registered Ikkuma Shareholder, in order to receive the Pieridae Shares, ExploreCo Shares and
ExploreCo Warrants that you are entitled to upon the completion of the Arrangement, you must complete and sign
the enclosed Letter of Transmittal and return it, together with your share certificate(s) and any other required
documents and instruments, to Alliance Trust Company, in accordance with the procedures set out in the enclosed
Letter of Transmittal.
Registered Ikkuma Shareholders may also use the internet site at
www.alliancetrust.ca/shareholders/ to transmit their voting instructions.
The Information Circular contains a detailed description of the Arrangement. Please give this material your careful
consideration and, if you require assistance, consult your financial, legal, tax or other professional advisors. Please
complete and deliver the form of proxy which is enclosed in order to ensure your representation at the Meeting.
On behalf of the Ikkuma Board, I would like to express our gratitude for the ongoing support our Ikkuma
Shareholders have demonstrated with respect to our decision to take part in this important event in the history of the
Corporation. We would also like to thank our employees who have worked very hard on this task and for providing
their support for the proposed transaction.
Yours truly,
(signed) “Tim de Freitas”
Tim de Freitas
President, CEO
Ikkuma Resources Corp.
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IKKUMA RESOURCES CORP.
NOTICE OF SPECIAL MEETING OF IKKUMA SHAREHOLDERS
TO BE HELD ON DECEMBER 17, 2018
NOTICE IS HEREBY GIVEN that, pursuant to an order (the “Interim Order”) of the Court of Queen’s Bench of
Alberta dated November 13, 2018, a special meeting (the “Meeting”) of the holders (“Ikkuma Shareholders”) of
common shares (“Ikkuma Shares”) of Ikkuma Resources Corp. (“Ikkuma” or the “Corporation”) will be held at
the offices of Borden Ladner Gervais LLP at Suite 1900, 520 – 3rd Avenue S.W., Calgary, Alberta, on Monday,
December 17, 2018, at 10:00 a.m. (MST) for the following purposes:
(a)

to consider, pursuant to the Interim Order and, if deemed advisable, to approve, with or without variation, a
special resolution (the “Arrangement Resolution”), the full text of which is set forth in Appendix A to the
accompanying information circular and proxy statement dated November 14, 2018 (the “Information
Circular”), to approve a plan of arrangement under Section 193 of the Business Corporations Act (Alberta)
(the “Arrangement”), all as more particularly described in the Information Circular; and

(b)

to transact such other business, including amendments to the foregoing, as may properly be brought before
the Meeting or any adjournment or postponement thereof.

The record date for determination of Ikkuma Shareholders entitled to receive notice of and to vote at the Meeting is
November 14, 2018 (the “Record Date”).
Only Ikkuma Shareholders whose names have been entered in the register of the holders of Ikkuma Shares on the
close of business on the Record Date will be entitled to receive notice of and to vote at the Meeting in respect of
Ikkuma Shares, provided that, to the extent an Ikkuma Shareholder transfers ownership of any Ikkuma Shares after
the Record Date and the transferee of those Ikkuma Shares produces properly endorsed certificates evidencing such
Ikkuma Shares or otherwise establishes ownership of such shares and demands, not later than 10 days before the
Meeting, to be included in the list of Ikkuma Shareholders eligible to vote at the Meeting, such transferee will be
entitled to vote those Ikkuma Shares at the Meeting.
Registered holders of Ikkuma Shares have the right to dissent with respect to the Arrangement Resolution and, if the
Arrangement Resolution is passed, to be paid the fair value of their securities in accordance with the provisions of
Section 191 of the Business Corporations Act (Alberta), as modified by the Interim Order. An Ikkuma
Shareholder’s right to dissent is more particularly described in the accompanying Information Circular. Failure to
strictly comply with the requirements set forth in Section 191 of the Business Corporations Act (Alberta), as
modified by the Interim Order, may result in the loss of any right of dissent. A dissenting registered Ikkuma
Shareholder must send to Ikkuma a written objection to the Arrangement Resolution, which written
objection must be received by Ikkuma, c/o Borden Ladner Gervais LLP, Centennial Place, East Tower, 1900,
520 – 3rd Avenue S.W., Calgary Alberta T2P 0R3, Attention: David T. Madsen, Q.C., by 4:00 pm. (MST) on
December 10, 2018 (or the business day that is five business days prior to the date of the Meeting if it is not
held on December 17, 2018). Persons who are beneficial owners of Ikkuma Shares registered in the name of a
broker, custodian, nominee or other intermediary who wish to dissent should be aware that only registered
holders of Ikkuma Shares and are entitled to dissent. Accordingly, a beneficial owner of Ikkuma Shares who
desires to exercise the right of dissent must make arrangements for the registered holder of such Ikkuma
Shares to dissent on the holder’s behalf. Alternatively, the beneficial owner could make arrangements for the
Ikkuma Shares to be registered in such holder’s name prior to the time the written objection to the
Arrangement Resolution is required to be received by the Corporation.
It is desirable that as many Ikkuma Shares as possible be represented at the Meeting. If you do not expect to
attend and would like your Ikkuma Shares represented, please complete the enclosed instrument of proxy
and return it as soon as possible in the envelope provided for that purpose. In order to be effective, a proxy
must be forwarded so as to reach or be deposited with Alliance Trust Company at Suite 1010, 407 – 2nd
Street S.W., Calgary, Alberta, T2P 2Y3; or by facsimile: (403) 237-6181, not less than 48 hours, excluding
Saturdays, Sundays and statutory holidays, preceding the Meeting or any adjournment or postponement
thereof. Shareholders may also use the internet site at www.alliancetrust.ca/shareholders/ to transmit their
voting instructions.
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Dated at the City of Calgary, in the Province of Alberta, this 14th day of November, 2018.
BY ORDER OF THE BOARD OF DIRECTORS OF
IKKUMA RESOURCES CORP.
(signed) “Tim de Freitas”
Tim de Freitas
President, CEO
Ikkuma Resources Corp.
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IN THE COURT OF QUEEN’S BENCH OF ALBERTA
JUDICIAL CENTRE OF CALGARY
IN THE MATTER OF SECTION 193 OF THE BUSINESS
CORPORATIONS ACT, R.S.A. 2000, c. B-9, AS AMENDED
AND IN THE MATTER OF A PROPOSED ARRANGEMENT
INVOLVING IKKUMA RESOURCES CORP., BRIKO ENERGY CORP.,
PIERIDAE ENERGY LIMITED AND
THE SHAREHOLDERS OF IKKUMA RESOURCES CORP.
NOTICE OF ORIGINATING APPLICATION
NOTICE IS HEREBY GIVEN that an originating application (the “Application”) has been filed with the Court of
Queen’s Bench of Alberta, Judicial Centre of Calgary (the “Court”) on behalf of Ikkuma Resources Corp.
(“Ikkuma”) with respect to a proposed arrangement (the “Arrangement”) under Section 193 of the Business
Corporations Act (Alberta), R.S.A. 2000, c. B-9, as amended (the “ABCA”), involving Ikkuma, Briko Energy Corp.
(“ExploreCo”), Pieridae Energy Limited (“Pieridae”) and holders (“Ikkuma Shareholders”) of common shares of
Ikkuma. The Arrangement is described in greater detail in the information circular and proxy statement of Ikkuma
dated November 14, 2018 (the “Information Circular”) accompanying this Notice of Originating Application.
At the hearing of the Application, Ikkuma intends to seek:
(a)

an order approving the Arrangement pursuant to the provisions of Section 193 of the ABCA;

(b)

a declaration that the terms and conditions of the Arrangement, and the procedures relating thereto, are fair,
substantively and procedurally, to the Ikkuma Shareholders and the other persons affected;

(c)

an order declaring that registered Ikkuma Shareholders shall have the right to dissent in respect of the
Arrangement in accordance with the provisions of Section 191 of the ABCA, as modified by the interim
order (the “Interim Order”) of the Court dated November 13, 2018;

(d)

a declaration that the Arrangement will, upon the filing of the Articles of Arrangement and the issuance of
the proof of filing of Articles of Arrangement pursuant to the provisions of Section 193 of the ABCA,
become effective in accordance with its terms and will be binding on and after the Effective Time, as
defined in the plan of arrangement attached as Schedule “A” to the arrangement agreement dated as of
August 23, 2018 and as amended November 13, 2018 between Ikkuma and Pieridae; and

(e)

such other and further orders, declarations and directions as the Court may deem just.

AND NOTICE IS FURTHER GIVEN that the said Application was directed to be heard before a Justice of the
Court of Queen’s Bench of Alberta, at the Edmonton Law Courts Building, 1A Sir Winston Churchill Square,
Edmonton, AB, Canada, on the 18th day of December, 2018 at 10:00 a.m. (MST), or as soon thereafter as counsel
may be heard. Any Ikkuma Shareholder or any other interested party desiring to support or oppose the Application,
may appear at the time of hearing in person or by counsel for that purpose. Any Ikkuma Shareholder or any
other interested party desiring to appear at the hearing for the final order is required to file with the Court of
Queen’s Bench of Alberta, Judicial Centre of Edmonton, and serve upon Ikkuma on or before 4:00 p.m.
(MST) on December 11, 2018, a notice of intention to appear, including an address for service in the Province
of Alberta, indicating whether such Ikkuma Shareholder or other interested party intends to support or
oppose the application or make submissions thereat, together with a summary of the position such Ikkuma
Shareholder or other interested party intends to advocate before the Court and any evidence or materials
which are to be presented to the Court by such Ikkuma Shareholder or other interested party. Service on
Ikkuma shall be effected by delivery to the solicitors for Ikkuma at the address below. If any Ikkuma Shareholder or
any other interested party does not attend, either in person or by counsel, at that time, the Court may approve the
Arrangement as presented, may approve it subject to such terms and conditions as the Court shall deem fit, or may
refuse to approve the Arrangement, without any further notice.
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AND NOTICE IS FURTHER GIVEN that no further notice of the Application will be given by Ikkuma and that
in the event the hearing of the Application is adjourned, only those persons who have appeared before the Court for
the application at the hearing, or who have filed a notice of intention to appear as described above, shall be served
with notice of the adjourned date.
AND NOTICE IS FURTHER GIVEN that the Court, by the Interim Order, has given directions as to the calling
and holding of a special meeting of Ikkuma Shareholders for the purpose of such Ikkuma Shareholders voting upon
a special resolution to approve the Arrangement and, in particular, has directed that registered Ikkuma Shareholders
shall have the right to dissent with respect to the Arrangement in accordance with the provisions of Section 191 of
the ABCA, as modified by such Interim Order.
AND NOTICE IS FURTHER GIVEN that the final order of the Court approving the Arrangement will, if granted,
serve as the basis for an exemption from the registration requirements of the United States Securities Act of 1933, as
amended, pursuant to Section 3(a)(10) thereof, with respect to the issuance of the Pieridae Shares, the ExploreCo
Shares and the ExploreCo Warrants issuable to Ikkuma Shareholders pursuant to the Arrangement.
AND NOTICE IS FURTHER GIVEN that a copy of the said Application and other documents in the proceedings
will be furnished to any Ikkuma Shareholders or other interested party requesting the same by the undermentioned
solicitors for Ikkuma upon written request delivered to such solicitors as follows:
Borden Ladner Gervais LLP
Centennial Place, East Tower
1900, 520 – 3rd Avenue S.W.
Calgary, Alberta T2P 0R3
Attention: David T. Madsen, Q.C.
Facsimile No.: (403) 266-1395
DATED at the City of Calgary, in the Province of Alberta, this 14th day of November, 2018.
BY ORDER OF THE BOARD OF DIRECTORS OF
IKKUMA RESOURCES CORP.
(signed) “Tim de Freitas”
Tim de Freitas
President, CEO
Ikkuma Resources Corp.
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MANAGEMENT INFORMATION CIRCULAR AND PROXY STATEMENT
Introduction
This Management Information Circular and Proxy Statement (the “Information Circular”) is furnished in
connection with the solicitation of proxies by and on behalf of the management of Ikkuma for use at the
Meeting and any adjournments or postponements thereof. No person has been authorized to give any
information or make any representation in connection with the Arrangement or any other matters to be
considered at the Meeting other than those contained in this Information Circular and, if given or made, any
such information or representation must not be relied upon as having been authorized.
All summaries of, and references to, the Arrangement in this Information Circular are subject to, and qualified in
their entirety by, reference to the complete text of the Plan of Arrangement, a copy of which is attached as
Schedule “A” to the Arrangement Agreement, which can be found under Ikkuma’s SEDAR profile at
www.sedar.com. You are urged to carefully read the full text of the Plan of Arrangement.
Unless otherwise noted, all capitalized terms used in this Information Circular but not otherwise defined herein have
the meanings set forth under “Glossary of Terms”. Information contained in this Information Circular is given as of
November 14, 2018 unless otherwise specifically stated.
The information concerning Pieridae contained in and incorporated by reference in this Information Circular has
been provided by Pieridae for inclusion in this Information Circular. Although Ikkuma has no knowledge that any
statements contained herein taken from or based on such information provided by Pieridae are untrue or incomplete,
Ikkuma assumes no responsibility for the accuracy of such information or for any failure by Pieridae to disclose
events which may have occurred or may affect the significance or accuracy of any such information but which are
unknown to Ikkuma.
This Information Circular does not constitute an offer to sell, or a solicitation of an offer to purchase securities in
connection with the Arrangement, or the solicitation of a proxy, in any jurisdiction, to or from any person to whom it
is unlawful to make such offer, solicitation or an offer or proxy solicitation in such jurisdiction. The delivery of this
Information Circular does not, under any circumstances, imply or represent that there has been no change in the
information set forth herein since the date of this Information Circular.
Ikkuma Shareholders should not construe the contents of this Information Circular as legal, tax or financial advice
and should consult with their own professional advisors in considering the relevant legal, tax, financial or other
matters contained in this Information Circular.
If you hold Ikkuma Shares through an intermediary, you should contact your intermediary for instructions and
assistance in voting and surrendering the Ikkuma Shares that you beneficially own.
NO CANADIAN SECURITIES REGULATORY AUTHORITY HAS PASSED UPON THE ACCURACY OR
ADEQUACY OF THIS INFORMATION CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS AN
OFFENCE.
Forward-looking Information and Statements
Certain statements and other information contained in this Information Circular constitute forward-looking
information and forward-looking statements (collectively, “forward-looking statements”). These forward-looking
statements relate to future events or future performance. All statements other than statements of historical fact may
be forward-looking statements. Forward-looking statements are often, but not always, identified by the use of words
such as “seek”, “anticipate”, “plan”, “continue”, “estimate”, “expect”, “may”, “will”, “project”, “predict”,
“potential”, “targeting”, “intend”, “could”, “might”, “should”, “believe”, “future”, “continue” or similar expressions
or the negatives thereof.
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In particular, this Information Circular contains forward-looking statements pertaining to:
x

the anticipated benefits of the Arrangement;

x

the structure and effect of the Arrangement

x

the timing of the Meeting and the Final Order;

x

the anticipated Effective Date;

x

stock exchange delisting and listing and the timing thereof;

x

the treatment of Ikkuma Shareholders under tax laws;

x

treatment under government regulatory regimes including the receipt of approvals under the Canada
Transportation Act and the Competition Act; and

x

the business objectives, capital expenditure, oil and gas reserves and operations of ExploreCo.
Appendix D – “Information Regarding ExploreCo – Forward-Looking Information and Statements”.

See

Forward-looking statements respecting:
x

the anticipated benefits of the Arrangement are based upon a number of factors including, the Fairness
Opinion (see “The Arrangement – Fairness Opinion”), the terms and conditions of the Arrangement
Agreement (see “The Arrangement” and “The Arrangement Agreement”), and current industry, economic
and market conditions (see “The Arrangement – Reasons for and Benefits of the Arrangement”) and the
business and operations of Pieridae, Ikkuma and ExploreCo (see “Information Regarding Ikkuma”;
Appendix D – “Information Concerning ExploreCo”; and Appendix E – “Information Concerning
Pieridae”);

x

the structure and effect of the Arrangement are based upon the terms of the Arrangement Agreement and
the transactions contemplated thereby (see “The Arrangement” and “The Arrangement Agreement”);

x

the consideration to be received by Ikkuma Shareholders as a result of the Arrangement is based upon the
terms of the Arrangement Agreement and the Plan of Arrangement (see “The Arrangement” and “The
Arrangement Agreement”);

x

certain steps in, and timing of, the Arrangement are based upon the terms of the Arrangement Agreement
and, in respect of the ability and necessary time to receive the required Court, Canada Transportation Act
and Competition Act approvals, are based upon advice received from counsel to the Corporation (see “The
Arrangement” and “The Arrangement Agreement”);

x

the listing of the Pieridae Shares issuable pursuant to the Arrangement on the TSXV and the delisting of the
Ikkuma Shares from the TSXV is based on receiving approval from, and fulfilling all of the requirements
of the TSXV (see “The Arrangement – Stock Exchange Listings”);

x

the treatment of the Ikkuma Shareholders under Tax laws is subject to the statements under “Principal
Canadian Federal Income Tax Considerations”;

x

the business and operations of ExploreCo following completion of the Arrangement are based on several
assumptions regarding the oil and gas industry, certain price assumptions for oil and gas and the accuracy
of oil and gas reserves estimates. (see Appendix D – “Information Regarding ExploreCo – ForwardLooking Information and Statements”).

By their very nature, forward-looking statements involve known and unknown risks, uncertainties and other factors
that may cause actual results or events to differ materially from those anticipated in such forward-looking
statements. Ikkuma believes the expectations reflected in those forward-looking statements are reasonable but no
assurance can be given that these expectations will prove to be correct and such forward-looking statements
included in this Information Circular should not be unduly relied upon. These statements speak only as of the date
of this Information Circular.
Some of the risks that could cause results to differ materially from those expressed in the forward-looking
statements include:
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x

the inability to obtain required consents, permits or approvals, including Court approval of the
Arrangement, Ikkuma Shareholder approval of the Arrangement, and Regulatory Approvals in accordance
with the required timelines contained in the Arrangement Agreement;

x

the inability to satisfy the other conditions to the Arrangement Agreement prior to the Outside Date;

x

the failure to realize anticipated benefits of the Arrangement;

x

the other factors discussed under the heading “Risk Factors” in this Information Circular;

x

the other factors discussed under the heading “Risk Factors” in Appendix D – “Information Concerning
ExploreCo”; and

x

the other factors discussed under the heading “Risk Factors” in Appendix E – “Information Concerning
Pieridae”.

Readers are cautioned that the foregoing lists of factors are not exhaustive. The forward-looking statements
contained in this Information Circular are expressly qualified by this cautionary statement. Except as required by
law, Ikkuma does not undertake any obligation to publicly update or revise any forward-looking statements and
readers should also carefully consider the matters discussed under the heading “Risk Factors” in this Information
Circular and under the heading “Risk Factors” in Appendix D – “Information Concerning ExploreCo” and under the
heading “Risk Factors” in Appendix E – “Information Concerning Pieridae”.
Information for Ikkuma Shareholders in the United States
The Pieridae Shares, the ExploreCo Shares and the ExploreCo Warrants issuable to Ikkuma Shareholders in
exchange for their Ikkuma Shares pursuant to the Arrangement have not been and will not be registered under the
U.S. Securities Act, and such securities will be issued in reliance upon the exemption from the registration
requirements under the U.S. Securities Act provided by Section 3(a)(10) thereof, on the basis of approval of the
Court. The Court will consider, among other things, the fairness of the terms and conditions of the Arrangement to
Ikkuma Shareholders.
The solicitation of proxies for the Meeting is not subject to the requirements applicable to proxy statements under
the U.S. Exchange Act. Accordingly, the solicitations and transactions contemplated in this Information Circular are
made in the United States for securities of a Canadian issuer in accordance with Canadian corporate and securities
laws, and this Information Circular has been prepared solely in accordance with disclosure requirements applicable
in Canada. Ikkuma Shareholders in the United States should be aware that such requirements are different from
those of the United States applicable to proxy statements under the U.S. Exchange Act and registration statements
under the U.S. Securities Act. Specifically, information concerning the assets and operations of Pieridae and
ExploreCo, respectively, has been prepared in accordance with Canadian standards and may not be comparable in
all respects to similar information for United States companies. In particular, and without limiting the foregoing,
information included in this Information Circular regarding oil and gas operations and properties and estimates of oil
and gas resources has been prepared in accordance with Canadian disclosure standards, which differ in certain
respects from the disclosure standards applicable to information included in reports and other materials filed with
the SEC by issuers subject to SEC reporting and disclosure requirements.
All audited and unaudited financial statements and other financial information included in this Information Circular
have been prepared in Canadian dollars unless otherwise noted, and in accordance with IFRS, and such financial
statements are subject to Canadian auditing and auditor independence standards, which differ from generally
accepted accounting principles as in effect in the United States (“U.S. GAAP”) and United States auditing and
auditor independence standards in certain material respects. Consequently, such financial statements and other
financial information are not comparable in all respects to financial statements and other financial information
prepared in accordance with U.S. GAAP and financial statements that are subject to United States auditing and
auditor independence standards.
The enforcement by Ikkuma Shareholders of civil liabilities under the United States federal or state securities laws
may be affected adversely by the fact that the Corporation, ExploreCo and Pieridae are organized under the laws of
Alberta (in the case of the Corporation and ExploreCo) and Canada (in the case of Pieridae), that the officers and
directors of Ikkuma, ExploreCo and Pieridae are residents of countries other than the United States, that the experts
3

named in this Information Circular are residents of countries other than the United States, and that all of the assets of
the Corporation, ExploreCo and Pieridae are, or will be, located outside the United States. In addition, the courts
of Canada may not enforce judgments of United States courts obtained in actions against such persons
predicated upon civil liabilities under the federal or state securities laws of the United States.
Pieridae Shares, ExploreCo Shares and the ExploreCo Warrants to be received by Ikkuma Shareholders pursuant to
the Arrangement will be freely tradable under the U.S. Securities Act, except by persons who are “affiliates” of
Pieridae and/or ExploreCo after the Arrangement or were affiliates of Pieridae and/or ExploreCo within 90 days
prior to completion of the Arrangement. Any resale of such Pieridae Share, ExploreCo Shares and/or ExploreCo
Warrants by such an affiliate (or, if applicable, former affiliate) may be subject to the registration requirements of
the U.S. Securities Act, absent an exemption therefrom. See “The Arrangement – Principal Legal Matters – United
States Securities Laws Matters” in this Information Circular.
PIERIDAE SHARES, EXPLORECO SHARES AND THE EXPLORECO WARRANTS ISSUABLE
PURSUANT TO THE ARRANGEMENT HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SEC OR THE SECURITIES REGULATORY AUTHORITY OF ANY STATE OF THE UNITED STATES,
NOR HAS THE SEC OR THE SECURITIES REGULATORY AUTHORITY OF ANY STATE OF THE
UNITED STATES PASSED ON THE ADEQUACY OR ACCURACY OF THIS INFORMATION
CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.
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GLOSSARY OF TERMS
Unless the context otherwise requires, when used in this Information Circular the following terms shall have the
meanings set forth below.
“ABCA” means the Business Corporations Act, R.S.A. 2000, c. B-9;
“Acquisition Proposal” means any inquiry or the making of any proposal, whether or not in writing, to Ikkuma or
the Ikkuma Shareholders from any Person or group of Persons acting jointly or in concert which constitutes, or may
reasonably be expected to lead to (in either case whether in one transaction or a series of transactions): (i) a direct or
indirect acquisition from Ikkuma or Ikkuma Shareholders of any of the securities of Ikkuma that, when taken
together with the securities of Ikkuma held by the proposed acquiror, and any Person acting jointly or in concert
with the acquiror, would constitute 20% or more of the voting securities of Ikkuma or its subsidiaries or rights or
interests therein or thereto; (ii) any acquisition of a substantial amount of assets of Ikkuma or its subsidiaries
(excluding the ExploreCo Assets); (iii) an amalgamation, arrangement, merger, business combination, consolidation
or other similar transaction involving Ikkuma or its subsidiaries; (iv) any take-over bid, issuer bid, exchange offer,
share exchange recapitalization, liquidation, dissolution, reorganization or similar transaction involving Ikkuma or
its subsidiaries; or (v) any other transaction, the consummation of which would or could reasonably be expected to
impede, materially interfere with, prevent or delay the transactions contemplated by the Arrangement Agreement or
the Arrangement or which would or could reasonably be expected to materially reduce the benefits to Pieridae under
the Arrangement Agreement or the Arrangement; except that for the purpose of the definition of “Superior
Proposal” below, the references in the definition of “Acquisition Proposal” to “20% or more of the voting securities”
shall be deemed to be references to “50% or more of the voting securities”, and the references to “a substantial
amount of assets” shall be deemed to be references to “all or substantially all of the assets”, and the term
“Acquisition Proposal” shall exclude the Arrangement and the transactions contemplated by the Arrangement
Agreement (including for greater certainty the Secondary Transaction and the transfer of the ExploreCo Assets to
ExploreCo pursuant to the ExploreCo Conveyance Agreement);
“AER” means the Alberta Energy Regulator (or any successor Government Authority)
“AER Approval” means a completed and finalized approval by the AER pursuant to the Oil and Gas Conservation
Act (Alberta) and the regulations, guidelines and directives thereunder, the effect of which is the completion of the
transfer and assignment to ExploreCo of the ExploreCo Assets;
“affiliate” has the meaning set forth in the Securities Act, R.S.A. 2000, c. S-4;
“allowable capital loss” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income
Tax Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital Losses”;
“Arrangement” means the arrangement pursuant to Section 193 of the ABCA set forth in the Plan of Arrangement;
“Arrangement Agreement” means the arrangement agreement dated as of August 23, 2018 and amended as of
November 13, 2018 between Pieridae and the Corporation pursuant to which the parties have proposed to implement
the Arrangement, as such agreement may be amended or restated;
“Arrangement Resolution” means the special resolution in respect to the Arrangement and other related matters to
be considered at the Meeting, substantially in the form attached as Appendix A to this Information Circular;
“Articles of Arrangement” means the articles of arrangement in respect of the Arrangement required under
subsection 193(10) of the ABCA to be sent to the Registrar after the Final Order has been made, giving effect to the
Arrangement;
“Beneficial Shareholder” has the meaning ascribed thereto under the heading “General Proxy Matters – Advice for
Beneficial Holders – Beneficial Shareholders”;
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“Broadridge” has the meaning ascribed thereto under the heading “General Proxy Matters – Advice for Beneficial
Holders – Beneficial Shareholders”;
“Business Day” means a day other than a Saturday, Sunday or other than a day when banks in the City of Calgary,
Alberta are not generally open for business;
“Canada Transportation Act” means the Canada Transportation Act, S.C. 1996, c. 10, as amended;
“Canada Transportation Act Approval” means notification of the transaction contemplated by the Arrangement
Agreement shall have been provided to the Minister of Transport pursuant to subsection 53.1(1) of the Canada
Transportation Act and: (i) Pieridae shall have received a notice from the Minister of Transport pursuant to
subsection 53.1(4) of the Canada Transportation Act that the Minister of Transport is of the opinion that the
transactions contemplated by the Arrangement Agreement do not raise issues with respect to the public interest as it
relates to national transportation, or (ii) the transactions contemplated by the Arrangement Agreement shall have
been approved by the Governor in Council in accordance with subsections 53.2(7) of the Canada Transportation
Act;
“Commissioner” means Commissioner of Competition, and includes any person duly authorized to exercise the
powers and perform the duties on behalf of the Commissioner of Competition;
“Continuing Employees” means all Employees (as defined in the Arrangement Agreement) whom Pieridae has
specifically agreed in writing with Ikkuma (prior to the Effective Time) are to continue with Ikkuma;
“Closing” means the completion of the transactions contemplated by the Arrangement Agreement;
“Competition Act” means the Competition Act, R.S.C. 1985, c. C-34, as amended;
“Competition Act Approval” means that: (i) an advance ruling certificate pursuant to Section 102 of the
Competition Act shall have been issued by the Commissioner in respect of the Arrangement; (ii) the Commissioner
shall have waived the obligation to notify and supply information under Part IX of the Competition Act pursuant to
subsection 113(c) of the Competition Act and confirmed, in writing, that he does not, at that time, intend to make an
application under Section 92 of the Competition Act in respect of the Arrangement; or (iii) the Parties shall have
notified the Commissioner under Section 114 of the Competition Act and, the relevant waiting period under Section
123 of the Competition Act shall have expired or been waived, and the Commissioner shall have confirmed, in
writing, that he does not, at that time, intend to make an application under Section 92 of the Competition Act in
respect of the Arrangement.
“Confidentiality Agreement” means the mutual confidentiality agreement between Pieridae and Ikkuma dated
January 17, 2018;
“Counsel” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income Tax
Considerations”;
“Court” means the Court of Queen’s Bench of Alberta;
“CRA” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income Tax
Considerations”;
“Depositary” means Alliance Trust Company as depositary for the Ikkuma Shares in connection with the
Arrangement;
“Dissenting Shareholders” means registered Ikkuma Shareholders who validly exercise Dissent Rights;
“Dissent Rights” means the right of a registered holder of Ikkuma Shares to dissent to the Arrangement Resolution
and to be paid the fair value of the Ikkuma Shares in respect of which the registered Shareholder dissents, all in
accordance with section 191 of the ABCA, the Interim Order and Article 4 of the Plan of Arrangement;
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“Effective Date” means the date the Arrangement becomes effective pursuant to the ABCA;
“Effective Time” means the time the Arrangement becomes effective on the Effective Date pursuant to the ABCA;
“Equity Warrants” means 3,333,333 warrants that entitle the holders thereof to acquire Ikkuma Shares on a one for
one basis at an exercise price of $1.00 per share prior to May 22, 2019;
“ExploreCo” means Briko Energy Corp., a corporation incorporated under the laws of the Province of Alberta;
“ExploreCo Assets” means, collectively, the assets to be transferred from Ikkuma to ExploreCo pursuant to the
ExploreCo Conveyance Agreement;
“ExploreCo Board” means the board of directors of ExploreCo as it may be comprised from time to time;
“ExploreCo Conveyance Agreement” means the conveyance agreement dated September 21, 2018 between
Ikkuma and ExploreCo, effecting the transfer of the ExploreCo Assets to ExploreCo in consideration for ExploreCo
Shares and the assumption by ExploreCo of all of the Assumed Liabilities (as defined in the ExploreCo Conveyance
Agreement);
“ExploreCo Securities” means the ExploreCo Shares and the ExploreCo Warrants;
“ExploreCo Shareholders” means the holders of ExploreCo Shares;
“ExploreCo Shares” means common shares in the capital of ExploreCo;
“ExploreCo Warrants” means common share purchase warrants of ExploreCo entitling the holder to the right to
acquire one ExploreCo Share for each ExploreCo Warrant held, at a price of $1.10 per ExploreCo Share, until the
date that is 180 calendar days following the Effective Date, all in accordance with the terms and conditions of the
certificates representing such ExploreCo Warrants;
“Fairness Opinion” means the verbal opinion of KES 7 as of August 23, 2018 and subsequently confirmed in
writing which written opinion is attached as Appendix C to this Information Circular;
“Final Order” means the final order of the Court approving the Arrangement pursuant to subsection 193(9)(a) of
the ABCA in respect of Ikkuma, as such order may be affirmed, amended or modified by any court of competent
jurisdiction;
“Government Authority” means any multinational, federal, provincial, state, regional, municipal, local or other
government, governmental or public department, any government, quasi-government, administrative or regulatory
authority (including the TSXV), agency, board, body, commission, instrumentality, court or tribunal or any central
bank (or similar monetary or regulatory authority) thereof, any tax authority, any ministry or department or agency
of the foregoing or any entity exercising executive, legislative, judicial, regulatory or administrative functions of or
pertaining to any of the foregoing, in each case whether domestic or foreign;
“Holder” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income Tax
Considerations”;
“IFRS” means Canadian generally accepted accounting principles for publicly accountable enterprises, being
International Financial Reporting Standards as adopted by the Canadian Accounting Standards Board effective for
periods beginning on or after January 1, 2011;
“Ikkuma” or the “Corporation” means Ikkuma Resources Corp., a corporation existing under the laws of Alberta;
“Ikkuma Board” means the board of directors of Ikkuma as it may be comprised from time to time;
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“Ikkuma Damages Event” has the meaning ascribed thereto under the heading “The Arrangement Agreement –
Damages Events – Ikkuma Damages”;
“Ikkuma Option Plan” means the amended and restated stock option plan of Ikkuma adopted on May 5, 2015;
“Ikkuma Options” means the outstanding stock options, whether or not vested, to acquire Ikkuma Shares granted
pursuant to the Ikkuma Option Plan;
“Ikkuma Reorganization” has the meaning ascribed thereto under the heading “Principal Canadian Federal
Income Tax Considerations – Holders Resident in Canada – Ikkuma Reorganization”;
“Ikkuma Shareholders” means the holders from time to time of Ikkuma Shares, collectively or individually, as the
context requires;
“Ikkuma Shares” means the common shares in the capital of Ikkuma;
“Ikkuma Class A Shares” means Class A Shares in the capital of Ikkuma, to be created as part of the Plan of
Arrangement;
“Information Circular” means this management information circular and proxy statement of the Corporation dated
November 14, 2018, together with all appendices hereto, sent by Ikkuma to the Ikkuma Shareholders in connection
with the Meeting;
“Interim Order” means the interim order of the Court dated November 13, 2018 concerning the Arrangement under
subsection 193(4) of the ABCA containing declarations and directions with respect to the Arrangement and the
holding of the Meeting, as such order may be affirmed, amended or modified by any court of competent jurisdiction;
“IRS” has the meaning ascribed thereto under the heading “Certain United States Federal Income Tax
Considerations”;
“KES 7” means, KES 7 Capital Inc.;
“Laws” means all laws, including the common law, by-laws, statutes, rules, regulations, principles of law, orders,
ordinances, protocols, codes, guidelines, policies, notices, directions and judgments or other requirements and the
terms and conditions of any grant of approval, permission, authority or license of any Government Authority
(including the TSXV) or self-regulatory authority and the term “applicable” with respect to such Laws and in a
context that refers to one or more Parties, means such Laws as are applicable to such Party or its business,
undertaking, property or securities and emanate from a Person having jurisdiction over the Party or Parties or its or
their business, undertaking, property or securities;
“Letter of Transmittal” means the letter of transmittal enclosed with this Information Circular pursuant to which
an Ikkuma Shareholder is required to deliver certificates representing Ikkuma Shares in order to receive the
consideration payable in respect of such Ikkuma Shares under the Arrangement;
“Material Adverse Change” or “Material Adverse Effect” means any fact or state of facts, circumstance, change,
effect or occurrence that individually or in the aggregate is, or may reasonably be expected to be, material and
adverse to the condition (financial or otherwise), business, operations, affairs, assets, liabilities (contingent,
contractual or otherwise), capitalization, production, licenses, permits, rights, privileges, results of operations,
prospects or cash flows of a Party and its subsidiaries, taken as a whole, other than any fact or state of facts,
circumstance, change, effect or occurrence resulting from (i) conditions affecting the oil and gas industry generally
and not specifically relating to a Party or its subsidiary, including changes in royalties, Laws, IFRS or taxes;
(ii) general economic, financial, currency exchange, securities or commodity prices in Canada or elsewhere; (iii) the
announcement of the execution of the Arrangement Agreement or the transactions contemplated hereby; (iv) any
decline in crude oil or natural gas prices on a current or forward basis; (v) acts of God, calamities, national or
international political or social conditions, including the engagement of hostilities by or with any other country
which have commenced or worsened after the date of the Arrangement Agreement; (vi) any action or inaction taken
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by a Party that is made at the request of the other Party in writing or that is consented to by the other Party in the
Arrangement Agreement or expressly in writing; or (vii) any matter which is expressly disclosed in the Disclosure
Letter, provided, however, that the change or effect referred to in (i) or (ii) above does not primarily relate only to
(or have the effect of primarily relating only to) Ikkuma or Pieridae or disproportionately affects Ikkuma or Pieridae
compared to other entities of similar size and operating in the oil and gas industry, in which case, the relevant
exclusion from this definition of Material Adverse Change or Material Adverse Effect referred to in (i) or (ii) above
will not be applicable to Ikkuma or Pieridae, as applicable;
“Meeting” means the special meeting of Ikkuma Shareholders to be held on Monday, December 17, 2018, to
consider the Arrangement Resolution and related matters, and any adjournments thereof;
“MI 61–101” means Multilateral Instrument 61-101 – Protection of Minority Security Holders in Special
Transactions;
“NI 51–101” means National Instrument 51-101 – Standards of Disclosure for Oil and Gas Activities;
“NI 51–102” means National Instrument 51-102 – Continuous Disclosure Obligations;
“Non-Solicit Agreement” means an agreement between ExploreCo and Pieridae, in form and on terms mutually
acceptable to each of ExploreCo and Pieridae, acting reasonably, pursuant to which ExploreCo agrees not to employ
or engage, either directly or indirectly, any Key Employee (as defined in the Arrangement Agreement) or any
Continuing Employee (who are not consultants of Ikkuma) at any time during the period commencing on the date of
the Arrangement Agreement and ending on the second anniversary of the date of closing of the Arrangement;
“Non-Resident Holder” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income
Tax Considerations – Holders Not Resident in Canada”;
“Notice of Meeting” means the Notice of Special Meeting that accompanies this Information Circular;
“Option Exercise and Cancellation Agreements” means the agreement entered into by each Optionholder with
Ikkuma, in form and on terms mutually acceptable to each of Pieridae and Ikkuma acting reasonably, pursuant to
which each such holder agrees to conditionally exercise or cancel such holder’s Options under the Arrangement;
“Optionholders” means the holders of Ikkuma Options, collectively or individually, as the context requires;
“Outside Date” means December 31, 2018 or such other date as may be agreed to in writing by Pieridae and
Ikkuma; provided that if the Information Circular and other documentation required in connection with the Meeting
is mailed to Ikkuma Shareholders on or after December 1, 2018, the Outside Date shall be extended to the date that
is thirty-five (35) days from the date the Information Circular and other documentation required in connection with
the Meeting is mailed to Ikkuma Shareholders;
“Parties” means, collectively, Pieridae and Ikkuma, and “Party” means any one of them;
“Person” includes an individual, limited or general partnership, limited liability company, limited liability
partnership, trust, joint venture, association, body corporate, unincorporated organization, trustee, executor,
administrator, legal representative, Government Authority or any other entity, whether or not having legal status;
“Pieridae” means Pieridae Energy Limited;
“Pieridae Shares” means common shares in the capital of Pieridae;
“Plan of Arrangement” means the plan of arrangement substantially in the form set out in Schedule “A” to the
Arrangement Agreement as amended or supplemented from time to time in accordance with Articles 6 of the Plan of
Arrangement thereof and Article 7 of the Arrangement Agreement
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“Pieridae Damages Event” has the meaning ascribed thereto under the heading “The Arrangement Agreement Damages Events – Pieridae Damages”;
“Pro Forma Financial Statements” means the unaudited pro forma financial statements for Pieridae as at and for
the period ended June 30, 2018 and for the year ended December 31, 2017 that is attached to this Information
Circular as Appendix G;
“Record Date” means the close of business on November 14, 2018;
“Registrar” means the Registrar of Corporations or a Deputy Registrar of Corporations appointed under Section
263 of the ABCA;
“Representatives” means in respect of Pieridae or Ikkuma, as applicable, its officers, directors, employees, advisors
(including investment bankers acting under an engagement with such Party), representatives and agents;
“Resident Holder” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income Tax
Considerations – Holders Resident in Canada”;
“SEC” means the United States Securities and Exchange Commission;
“Secondary Transaction” means the sale by Ikkuma to a third party of certain non-core midstream assets, for
aggregate gross proceeds of not less than $18 million;
“SEDAR” means the System for Electronic Document Analysis and Retrieval;
“Share Exchange” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income Tax
Considerations – Holders Resident in Canada – Share Exchange”;
“subsidiary” has the meaning set forth in the Securities Act, R.S.A. 2000, c. S 4;
“Superior Proposal” means an unsolicited written bona fide Acquisition Proposal: (i) that is not subject to a
financing condition and the funds or other consideration necessary for the consummation of the Acquisition
Proposal at the time and on the basis set forth therein are reasonably likely to be available, as demonstrated to the
satisfaction of the Ikkuma Board, acting in good faith (after receiving advice from its financial advisor and legal
counsel); (ii) that the Ikkuma Board determines in good faith (after receiving advice from its financial advisor and
legal counsel) is capable of being completed in accordance with its terms without undue delay, taking into account
all financial, legal, regulatory and other aspects of such proposal and the Person making such proposal; (iii) that did
not result from or involve a breach of Section 3.5 of the Arrangement Agreement; (iv) that is not subject to any due
diligence or access condition; and (v) in respect of which the Ikkuma Board has determined in good faith (after the
receipt of advice from its legal counsel in respect of (A) below, and its financial advisor in respect of (B) below, in
each case as reflected in the minutes of the Ikkuma Board), that (A) failure to recommend such Acquisition Proposal
would be inconsistent with its fiduciary duty under applicable Laws; and (B) such Acquisition Proposal if
consummated in accordance with its terms, would result in a transaction more favourable to the Ikkuma
Shareholders from a financial point of view than the transaction contemplated by the Arrangement Agreement
(including, in each case, after taking into account any modifications to the Arrangement Agreement proposed by
Pieridae as contemplated by subsection 3.5(d) of the Arrangement Agreement);
“Support Agreements” means the support agreements between Pieridae and certain Ikkuma Shareholders pursuant
to which each such Ikkuma Shareholder has agreed to vote the Ikkuma Shares beneficially owned or controlled by
such Ikkuma Shareholder in favour of the Arrangement Resolution and to otherwise support the Arrangement and
other related matters to be considered at the Meeting;
“Tax Act” means the Income Tax Act, R.S.C. 1985, c. 1 (5th Supp.) and the regulations thereunder, all as amended;
“Taxes” shall mean all taxes, duties, assessments, imposts and levies however denominated, including any interest,
penalties, fines, successor liabilities or other additions that may become payable in respect thereof, imposed by any
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Government Authority, which shall include those levied on, measured by, or referred to as, income, capital, gross
receipts, profits (including federal income taxes and provincial income taxes), payroll and employee withholding,
unemployment insurance, social insurance taxes, sales and use taxes, ad valorem taxes, excise taxes, franchise taxes,
business license taxes, occupation taxes, real and personal property taxes, stamp taxes, environmental taxes, carbon
taxes, transfer taxes, workers compensation and other governmental charges, and other obligations of the same or of
a similar nature to any of the foregoing;
“taxable capital gain” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income
Tax Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital Losses”;
“Tax Proposals” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income Tax
Considerations”;
“Tax Regulations” has the meaning ascribed thereto under the heading “Principal Canadian Federal Income Tax
Considerations”;
“Taxing Authority” means any Government Authority responsible for the imposition, collection, assessment or
administration of any Tax;
“Term Loan” means the senior secured second lien credit agreement dated as of May 25, 2017, as amended on
September 13, 2017, December 28, 2017 and May 28, 2018, among Ikkuma, as borrower, and Her Majesty the
Queen in Right of Alberta and other banks and financial institutions from time to time parties thereto as lenders, and
as may be amended after the date of the Arrangement Agreement provided such amendment is agreed to in writing
by Pieridae;
“Term Loan Warrants” means 6,750,000 warrants that entitle the holder thereof to acquire Ikkuma Shares on a
one for one basis at an exercise price of $0.86 per share prior to May 25, 2020;
“Transfer Agent” means Alliance Trust Company, in its capacity as transfer agent for the Ikkuma Shares;
“TSXV” means the TSX Venture Exchange;
“United States” or “U.S.” means the United States of America;
“U.S. Exchange Act” means the United States Securities Exchange Act of 1934, as amended;
“U.S. Securities Act” means the United States Securities Act of 1933, as amended; and
“Warrants” means, collectively, the Equity Warrants and the Term Loan Warrants.
Certain other terms used herein but not defined herein are defined in the Arrangement Agreement and, unless the
context otherwise requires, shall have the same meanings herein as in the Arrangement Agreement.
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CURRENCY
In this Information Circular, except where otherwise indicated, all dollar amounts are expressed in Canadian dollars,
and all references to “$” and “dollars” are to Canadian dollars.
The following table sets forth, for each of the periods indicated, the high and low rates of exchange for one
Canadian dollar expressed in United States dollars, the average rate of exchange during each such period and the end
of period rate, each based on the noon rate quoted by the Bank of Canada for 2015 and 2016 and the daily exchange
rate quoted by the Bank of Canada for 2017 (the “Daily Rate”). The Bank of Canada ceased reporting its noon rate
on April 28, 2017.

High ............................................
Low ............................................
End of Period..............................

Year ended December 31,
2016
2015

Six Months Ended
June 30, 2018

2017

USD $0.8138
USD $0.7513
USD $0.7594

USD $0.8245
USD $0.7276
USD $0.7971

USD $0.7972
USD $0.6855
USD $0.7448

USD $0.8527
USD $0.7148
USD $0.7225

On August 23, 2018, the last trading day prior to the announcement of the Arrangement, the exchange rate for one
Canadian dollar expressed in United States dollars, based on the Daily Rate, was USD $0.7655. On November 13,
2018, the last trading day prior to the date of this Information Circular, the exchange rate for one Canadian dollar
expressed in United States dollars, based on the Daily Rate, was USD $0.7552.
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SUMMARY INFORMATION
The following is a summary of certain information contained elsewhere in this Information Circular, including the
Appendices hereto, is provided for convenience only and is subject to, and qualified in its entirety by, reference to
the more detailed information contained or referred to elsewhere in this Information Circular or in the Appendices
hereto. Terms with initial capital letters used in this Summary are defined in the “Glossary of Terms”.
The Meeting
The Meeting will be held at the offices of Borden Ladner Gervais LLP at Suite 1900, 520 – 3rd Avenue S.W.,
Calgary, Alberta, Canada on Monday, December 17, 2018 at 10:00 a.m. (MST) for the purposes set forth in the
accompanying Notice of Meeting. At the Meeting the Ikkuma Shareholders will be asked to consider and, if
deemed advisable, to approve, with or without variation, the Arrangement Resolution, the full text of which is set
forth as Appendix A to this Information Circular.
The Record Date for determining Ikkuma Shareholders entitled to receive notice of and to vote at the Meeting is
November 14, 2018. See “General Proxy Matters – Appointment and Revocation of Proxies”.
Summary of the Arrangement
Ikkuma entered into the Arrangement Agreement with Pieridae on August 23, 2018, which was amended on
November 13, 2018. The Arrangement Agreement provides for the implementation of the Plan of Arrangement (a
copy of which is attached as Schedule “A” to the Arrangement Agreement).
Pursuant to the Arrangement, Ikkuma Shareholders (other than dissenting Ikkuma Shareholders) will receive for
each Ikkuma Share held:
(i)

0.1926 of one Pieridae Share; and

(ii)

0.1 of ExploreCo Share and 0.1 of one ExploreCo Warrant.

The issuance of the ExploreCo Securities is subject to the receipt of customary regulatory approvals by the AER of
the transfer of the ExploreCo Assets; such approval by the AER was received on October 26, 2018. Provided the
AER does not revoke or change its approval before closing of the Arrangement, the ExploreCo Securities will be
issued as set forth above. Each whole ExploreCo Warrant entitles the holder thereof to acquire one ExploreCo Share
for a period of one hundred and eighty (180) calendar days from the date of issuance at a subscription price of $1.10
per ExploreCo Share.
The Arrangement is subject to customary conditions for a transaction of this nature, which include Court and
regulatory approvals, and approval by: (i) not less than two-thirds of the votes cast by the Ikkuma Shareholders,
present in person or represented by proxy at the Meeting; and (ii) by a majority of the votes cast by Ikkuma
Shareholders, present in person or represented by proxy at the Meeting, after excluding the votes cast by those
persons whose votes may not be included in determining minority approval of a “business combination” pursuant to
MI 61-101.
See “The Arrangement – Summary of the Arrangement”, “The Arrangement – Arrangement Steps”, “The
Arrangement – Effects of the Arrangement” and “Risk Factors – Risks Relating to the Arrangement”.
Ikkuma Resources Corp.
Ikkuma is a diversified growth-oriented public oil and gas company with holdings in both conventional and
unconventional projects in Western Canada. The Corporation is focused in the Foothills Region of Western Canada
with a team that has extensive experience in the area with the unique skills at successfully exploiting a complex and
potentially prolific play type.
The Ikkuma Shares are listed and traded on the TSXV. The trading symbol for the Ikkuma Shares is “IKM”.
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The head office of the Corporation is located at Suite 2700, 605 – 5th Avenue S.W., Calgary, Alberta T2P 3H5 and
its registered office is located at 1900, 520 – 3rd Avenue S.W., Calgary, Alberta T2P 0R3.
See “Information Concerning Ikkuma”.
ExploreCo.
ExploreCo was incorporated under the ABCA on August 13, 2018 under the name “2136884 Alberta Ltd.” On
September 11, 2018, Articles of Amendment were filed to change the name of the company to “Briko Energy Corp.”
ExploreCo is currently a wholly-owned subsidiary of Ikkuma. ExploreCo was incorporated for the purposes of
participating in the Arrangement and acquiring the ExploreCo Assets and has not carried on any active business
other than in connection with the Arrangement, the ExploreCo Conveyance Agreement and related matters and as
discussed in this Information Circular. Pursuant to the ExploreCo Conveyance Agreement, the ExploreCo Assets
were transferred from Ikkuma to ExploreCo effective September 21, 2018.
The head office of ExploreCo is located at Suite 2700, 605 – 5th Avenue S.W., Calgary, Alberta T2P 3H5 and its
registered office is located at 1900, 520 – 3rd Avenue S.W., Calgary, Alberta T2P 0R3.
See “Information Concerning ExploreCo” and Appendix D – “Information Concerning ExploreCo”.
Pieridae
Founded in 2011, Pieridae, a majority Canadian owned corporation based in Calgary, is focused on the development
of integrated energy-related activities, from the exploration and extraction of natural gas to the development,
construction and operation of the Goldboro LNG facility and the production of LNG for sale to Europe and other
markets. Pieridae is on the leading edge of the re-integration of the LNG value chain in North America. Pieridae
Shares trade on the TSXV. The trading symbol for Pieridae Shares is “PEA”.
The project head office of Pieridae for its Goldboro LNG facility is located at 1718 Argyle Street, Suite 730,
Halifax, Nova Scotia B3J 3N6 and its registered office is located at 1600, 333 7th Avenue SW, Calgary, Alberta
T2P 2Z1.
See “Information Concerning Pieridae” and Appendix E – “Information Concerning Pieridae”.
Background to the Arrangement
The Arrangement is the result of extensive and considered negotiations between representatives of Pieridae and
Ikkuma. This Information Circular contains a summary of the events leading up to the negotiation of the
Arrangement Agreement and the meetings, negotiations, discussions and actions between the Parties that preceded
the execution and public announcement of the Arrangement Agreement. See “The Arrangement – Background to
the Arrangement”.
Reasons for and Benefits of the Arrangement
In unanimously determining that the Arrangement is in the best interests of the Corporation and unanimously
recommending to Ikkuma Shareholders that they approve the Arrangement, the Ikkuma Board considered and relied
upon a number of strategic, financial, operational and other factors including the financial metrics of the proposed
transaction, the long-term prospects for growth of Ikkuma on a stand-alone basis, the long-term prospects for growth
of Pieridae, and the prospects for the combined operations of Pieridae and Ikkuma. The Ikkuma Board and
management of Ikkuma believe that the Arrangement provides a number of anticipated benefits. See “The
Arrangement – Reasons for and Benefits of the Arrangement”.
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Fairness Opinion
The Ikkuma Board engaged KES 7 to prepare and deliver the Fairness Opinion to the Ikkuma Board. KES 7 has
provided the Fairness Opinion to the Ikkuma Board to the effect that, as of August 23, 2018 and subject to the
assumptions, qualifications and limitations contained therein, the consideration to be received by Ikkuma
Shareholders under the Arrangement is fair, from a financial point of view, to Ikkuma Shareholders.
The summary of the Fairness Opinion in this Information Circular is qualified in its entirety by reference to the full
text of the Fairness Opinion. The Fairness Opinion is subject to the assumptions, qualifications and limitations
contained therein and should be read in its entirety. The Fairness Opinion was provided for the information and
assistance of the Ikkuma Board in connection with its consideration of the Arrangement. The Fairness
Opinion does not address the merits of the underlying decision by Ikkuma to enter into the Arrangement
Agreement or the Arrangement and does not constitute, nor should it be construed as, a recommendation to
any Ikkuma Shareholder as to how such Ikkuma Shareholder should vote with respect to the Arrangement
Resolution or any related matter. Ikkuma Shareholders are urged to read the Fairness Opinion in its entirety.
See Appendix C for the full text of the Fairness Opinion and “The Arrangement – Fairness Opinion”.
Recommendation of the Ikkuma Board
The Ikkuma Board, after consulting with its financial and legal advisors, and after careful consideration of, among
other things, the Fairness Opinion: (a) has unanimously determined that the Arrangement is in the best interests of
the Corporation; (b) has unanimously determined that the consideration to be received by Ikkuma Shareholders
pursuant to the Arrangement is fair, from a financial perspective, to Ikkuma Shareholders; and (c) unanimously
recommends that Ikkuma Shareholders vote in favour of the Arrangement Resolution. See “The Arrangement –
Recommendation of the Ikkuma Board”.
Support Agreements
The directors and officers of Ikkuma and certain other Ikkuma Shareholders who beneficially own or exercise
control or direction over, approximately 19% of the issued and outstanding Ikkuma Shares in aggregate have entered
into Support Agreements pursuant to which they have agreed to, among other things, vote their Ikkuma Shares in
favour of the Arrangement Resolution at the Meeting. See “The Arrangement –Support Agreements”.
Effects of the Arrangement
Ikkuma Shares
The Arrangement provides, for among other things, the acquisition of all of the issued and outstanding Ikkuma
Shares by Pieridae. Ikkuma Shareholders (other than Dissenting Shareholders) will receive for each Ikkuma Share
held: (i) 0.1926 of one Pieridae Share; and (ii) 0.1 of one ExploreCo Share and 0.1 of an ExploreCo Warrant. The
issuance of the ExploreCo Securities is subject to the receipt of customary regulatory approvals by the AER of the
transfer of the ExploreCo Assets; such approval by the AER was received on October 26, 2018. Provided the AER
does not revoke or change its approval before closing of the Arrangement, the ExploreCo Securities will be issued as
set forth above. Each whole ExploreCo Warrant entitles the holder thereof to acquire one ExploreCo Share for a
period of one hundred and eighty (180) calendar days from the date of issuance at a subscription price of $1.10 per
ExploreCo Share. Upon completion of the Arrangement, Ikkuma will become a wholly-owned subsidiary of
Pieridae. See “The Arrangement – Effects of the Arrangement – Ikkuma Shares”.
Ikkuma Options
The Arrangement will result in a “change of control” for purposes of the Ikkuma Option Plan. Pursuant to the
Ikkuma Option Plan, Ikkuma may make such arrangements as it deems appropriate for the exercise of outstanding
Options in the event of a “change of control”.
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In order to facilitate the exercise of all Ikkuma Options the Ikkuma Board has approved the accelerated vesting of all
outstanding Ikkuma Options effective immediately before the Effective Time and conditional upon: (i) the
Arrangement becoming effective; and (ii) with respect to a particular Optionholder, the agreement of such
Optionholder to exercise (including on a “cashless exercise” basis) or terminate its Ikkuma Options (for nominal
consideration) pursuant to (and to execute and deliver) an Option Exercise and Cancellation Agreement.
It is expected that all Optionholders will enter into Option Exercise and Cancellation Agreements whereby they will
agree to exercise or surrender for cancellation all of their Ikkuma Options effectively immediately before the
Effective Time and conditional upon the Effective Time occurring. Ikkuma Optionholders who exercise Ikkuma
Options in accordance with their terms and the Option Exercise and Cancellation Agreements will receive Ikkuma
Shares and will participate in the Arrangement in the same manner as the Ikkuma Shareholders.
As a result, all outstanding Ikkuma Options shall be fully vested and will be either exercised immediately before the
Effective Time in accordance with their terms and the Option Exercise Agreements or be terminated in accordance
with the Option Exercise and Cancellation Agreements or the Plan of Arrangement.
See “The Arrangement – Effects of the Arrangement – Ikkuma Options”.
Ikkuma Warrants
The Warrants (to the extent not exercised) will continue in effect following completion of the Arrangement.
Pursuant to the Arrangement Agreement Ikkuma has agreed not to pay the holders of Warrants any amount of
consideration therefor or make any amendment to the outstanding Warrants. One of the mutual conditions to
completion of the Arrangement is that Pierdiae and ExploreCo shall have each executed one or more written
instruments assuming the respective rights and obligations of Ikkuma under the certificates representing the
Warrants.
See “The Arrangement – Effects of the Arrangement – Ikkuma Warrants”.
The Arrangement Agreement
The Arrangement will be effected pursuant to the Arrangement Agreement. The Arrangement Agreement contains
covenants, representations and warranties of and from each of Ikkuma and Pieridae, and containing various
conditions precedent, both mutual and with respect to the specific obligations of Ikkuma and Pieridae. The
Arrangement Agreement provides that, upon the occurrence of certain termination events, either of the Parties may
be required to pay the other Party a termination fee of $3 million. See “The Arrangement Agreement”.
This Information Circular contains a summary of certain provisions of the Arrangement Agreement and is
qualified in its entirety by the full text of the Arrangement Agreement, a copy of which can be found under
Ikkuma’s SEDAR profile at www.sedar.com.
Stock Exchange Listings
It is a condition to the completion of the Arrangement that the TSXV will have conditionally approved the listing of
the Pieridae Shares to be issued pursuant to the Arrangement. The TSXV granted conditional approval for the listing
of such Pieridae Shares on October 25, 2018. Listing will be subject to Pieridae fulfilling all the requirements of the
TSXV set forth in its conditional listing approval.
As part of the Plan of Arrangement each issued and outstanding Ikkuma Share (other than those held by Dissenting
Shareholders) shall be exchanged with Ikkuma for one Ikkuma Class A Share, 0.1 of an ExploreCo Share and 0.1 of
an ExploreCo Warrant. Each issued and outstanding Ikkuma Class A Shares (other than those held by Pieridae and
Dissenting Shareholders) shall be transferred to Pieridae in exchange for 0.1926 of a Pieridae Share. It is a
condition to the completion of the Arrangement that the TSXV shall have approved the listing of the Ikkuma Class
A Shares, with such listing to be effective at the time such Ikkuma Class A Shares are to be acquired by Pieridae
pursuant to the Plan of Arrangement, failing which, Ikkuma shall have provided to Pieridae evidence of Ikkuma’s
reasonable commercial efforts to procure the aforementioned approval. Listing will be subject to Ikkuma fulfilling
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all the requirements of the TSXV. It is expected that such Ikkuma Class A Shares will be delisted from the TSXV
following completion of the Arrangement.
It is intended that the Ikkuma Shares will be delisted from the TSXV following completion of the Arrangement. It is
not intended that the ExploreCo Shares or ExploreCo Warrants will be listed on a stock exchange following
completion of the Arrangement, however ExploreCo will be a reporting issuer in each of the provinces of Canada
other than Quebec, upon completion of the Arrangement.
See “The Arrangement – Stock Exchange”.
Procedure for the Arrangement to Become Effective
Procedural Steps
The Arrangement is proposed to be carried out pursuant to Section 193 of the ABCA. The following procedural
steps must be taken in order for the Arrangement to become effective:
(a)

the Arrangement must be approved by the Ikkuma Shareholders in the manner set forth in the Interim
Order;

(b)

the Court must grant the Final Order approving the Arrangement;

(c)

all conditions precedent to the Arrangement, as set forth in the Arrangement Agreement, must be satisfied
or waived by the appropriate Party;

(d)

the Final Order and Articles of Arrangement in the form prescribed by the ABCA must be filed with the
Registrar; and

(e)

the proof of filing to be issued by the Registrar pursuant to subsections 193(11) and 193(12) of the ABCA
in respect of the Articles of Arrangement must be issued.

Ikkuma Shareholders Approval
At the Meeting, pursuant to the Interim Order, Ikkuma Shareholders will be asked to approve the Arrangement
Resolution. Each Ikkuma Shareholder shall be entitled to vote on the Arrangement Resolution, with the Ikkuma
Shareholders entitled to one vote per Ikkuma Share held. The Arrangement will require approval by: (i) not less
than two-thirds of the votes cast by the Ikkuma Shareholders, present in person or represented by proxy at the
Meeting; and (ii) by a majority of the votes cast by Ikkuma Shareholders, present in person or represented by proxy
at the Meeting, after excluding the votes cast by those persons whose votes may not be included in determining
minority approval of a “business combination” pursuant to MI 61-101. The Arrangement Resolution must receive
the requisite Ikkuma Shareholder approval in order for Ikkuma to seek the Final Order and implement the
Arrangement on the Effective Date in accordance with the terms of the Final Order. See “General Proxy Matters –
Procedure and Votes Required”.
For information with respect to the procedures for Ikkuma Shareholders to follow to receive their consideration
pursuant to the Arrangement, see “Procedures for the Surrender of Ikkuma Shares and Receipt of Consideration”.
See also “Summary of the Arrangement” above.
Court Approval
The Arrangement requires the Court’s approval of the Final Order. Prior to the mailing of this Information Circular,
the Corporation obtained the Interim Order authorizing and directing the Corporation to call, hold and conduct the
Meeting and to submit the Arrangement to the Ikkuma Shareholders for approval. A copy of the Interim Order is
attached as Appendix B to this Information Circular. Subject to the terms of the Arrangement Agreement and the
approval of the Arrangement Resolution by the Ikkuma Shareholders, Ikkuma will make an application to the Court
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for the Final Order. The hearing in respect of the Final Order is expected to take place on December 18, 2018 at
10:00 a.m. (MST) at the Edmonton Law Courts Building, 1A Sir Winston Churchill Square, Edmonton, AB Canada.
See “The Arrangement – Procedure for the Arrangement Becoming Effective – Court Approval”.
Other Required Regulatory Approvals
The completion of the Arrangement is also subject to the receipt of the Canada Transportation Act Approval, which
approval is described in more detail under “Principal Legal Matters – Other Required Regulatory Approvals”.
Timing
If the Meeting is held as scheduled and is not adjourned or postponed and the other necessary conditions at that
point in time are satisfied or waived, Ikkuma will apply for the Final Order approving the Arrangement. If the Final
Order is obtained on December 18, 2018 in form and substance satisfactory to the Corporation and Pieridae, and all
other conditions set forth in the Arrangement Agreement are satisfied or waived, including the receipt of all required
regulatory approvals, the Corporation currently expects the Effective Date to occur in the fourth quarter of 2018. It
is not possible, however, to state with certainty when the Effective Date will occur. The Effective Date could be
delayed for a number of reasons, including an objection before the Court at the hearing of the application for the
Final Order on December 18, 2018 or the failure to obtain all regulatory approvals in the time-frames anticipated.
See “The Arrangement – Timing”.
Dissent Rights of Registered Ikkuma Shareholders
Pursuant to the Interim Order, registered holders of Ikkuma Shares have Dissent Rights with respect to the
Arrangement Resolution of Ikkuma, c/o Borden Ladner Gervais LLP, Centennial Place, East Tower, 1900, 520 – 3rd
Avenue S.W., Calgary, Alberta, T2P 0R3, Attention: David T. Madsen, Q.C., if a written objection to the
Arrangement Resolution is received by 4:00 p.m. (MST) on December 10, 2018 (or the Business Day that is five
Business Days prior to the date of the Meeting if it is not held on December 17, 2018), and such holder complies
with Section 191 of the ABCA, as modified by the Interim Order. Provided that the Arrangement becomes
effective, each Dissenting Shareholder will be entitled to be paid the fair value of the Ikkuma Shares in respect of
which the holder dissents in accordance with Section 191 of the ABCA, as modified by the Interim Order. See
Appendices B and G for a copy of the Interim Order and the provisions of Section 191 of the ABCA, respectively.
It is a condition to Pieridae’s obligation to complete the Arrangement that Ikkuma Shareholders holding no more
than 5% of the Ikkuma Shares shall have exercised Dissent Rights that have not been withdrawn as at the Effective
Date.
The statutory provisions covering the right to dissent are technical and complex. Failure to strictly comply with
the requirements set forth in Section 191 of the ABCA, as modified by the Interim Order, may result in the
loss of any right to dissent. Persons who are beneficial owners of Ikkuma Shares registered in the name of a
broker, custodian, nominee or other intermediary who wish to dissent, should be aware that only the
registered holder of such Ikkuma Shares is entitled to dissent. Accordingly, a beneficial owner of Ikkuma
Shares desiring to exercise its Dissent Rights must make arrangements for the registered holder to dissent on such
holder’s behalf. Alternatively, a Beneficial Shareholder could make arrangements for the Ikkuma Shares to be
registered in such holder’s name prior to the time the written objection to the Arrangement Resolution is required to
be received by the Corporation. Pursuant to the Interim Order, a registered Ikkuma Shareholder may not exercise
Dissent Rights in respect of only a portion of such holder’s Ikkuma Shares. See “Rights of Dissent”.
Principal Canadian Federal Income Tax Considerations
Ikkuma Shareholders should carefully read the information under “Principal Canadian Federal Income Tax
Considerations” in this Information Circular, which qualifies and provides further detail on the information set forth
below.
An Ikkuma Shareholder (other than a Dissenting Shareholder) who holds Ikkuma Shares as capital property
generally will only realize a capital gain for Canadian federal income tax purposes if and to the extent the fair
market value of the ExploreCo Shares and ExploreCo Warrants received for such Ikkuma Shares under the
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Arrangement exceeds such Holder’s adjusted cost base of the Ikkuma Shares and any reasonable costs of
disposition, subject to the detailed provisions of the Tax Act. Any capital gain realized by a Non Resident Holder
upon such Holder’s disposition of Ikkuma Shares generally will not be subject to Canadian federal income taxation
unless such Ikkuma Shares represent taxable Canadian property to such Non Resident Holder and do not constitute
treaty protected property.
Other Tax Considerations
This Information Circular does not address any tax considerations of the Arrangement other than Canadian
federal income tax considerations to Ikkuma Shareholders. All Ikkuma Shareholders should also consult
their own tax advisors regarding relevant provincial or territorial redundant tax considerations of the
Arrangement. Ikkuma Shareholders who are resident in jurisdictions other than Canada should consult
their tax advisors with respect to the relevant tax implications of the Arrangement, including any associated
filing requirements, in such jurisdictions.
Selected Pro Forma Consolidated Financial Information
The following information should be read in conjunction with (a) the pro forma financial statements of Pieridae
following completion of the Arrangement, which are attached as Appendix G to this Information Circular; (b) the
unaudited condensed interim consolidated financial statements of Ikkuma for the three and six month periods ended
June 30, 2018 and 2017; (c) the audited consolidated financial statements of Ikkuma for the years ended December
31, 2017 and December 31, 2016; (d) the audited consolidated financial statements of Pieridae for the years ended
December 31, 2017 and December 31, 2016 which are attached hereto as Schedule “A” to Appendix E; and (e) the
interim consolidated financial statements of Pieridae for the three and six month periods ended June 30, 2018 and
2017 which are attached hereto as Schedule “B” to Appendix E,. The following table sets out certain financial
information for Ikkuma and Pieridae as at June 30, 2018 and pro forma financial information for Pieridae after
giving effect to the Arrangement and is presented for illustrative purposes only and is not necessarily indicative of
the operating or financial results that would have occurred had the Arrangement actually occurred. The summary
unaudited pro forma consolidated financial information below is derived from the Pro Forma Financial Statements
and should be read in conjunction with the Pro Forma Financial Statements, related notes and other financial
information appearing elsewhere in this Information Circular. See the Pro Forma Financial Statements attached
hereto as Appendix G.
Pro Forma Statement of
Financial Position Data
(in thousands $)

Ikkuma
June 30, 2018

Pieridae
June 30, 2018

Pieridae
Arrangement)

Assets

$325,663

$70,599

$384,642

Liabilities

$234,481

$15,275

$242,097

Shareholder’s Equity

$91,182

$55,324

$139,545

(post

Selected Pro Forma Financial Information for ExploreCo
The Information Circular contains certain unaudited pro forma financial information for ExploreCo after giving
effect to the Arrangement for the year ended December 31, 2017 and for the six months ended June 30, 2018,
attached as Schedule C to Appendix D of this Information Circular. Reference should also be made to: (i) the
audited financial statements of ExploreCo attached; and (ii) the financial statements of the ExploreCo Assets, each
of which are incorporated by reference herein. See Appendix D – “Information Concerning ExploreCo”.
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Risk Factors
There is a risk that the Arrangement may not be completed and if the Arrangement is not completed, the Corporation
will continue to face the risks that it currently faces with respect to its affairs, business and operations and future
prospects. The Arrangement Agreement may also be terminated by the Parties in certain circumstances. Failure to
complete the Arrangement could materially negatively impact the trading price of the Ikkuma Shares. If the
Arrangement is completed, there can be no assurance as to the future financial condition and results of operations of
ExploreCo. See “Risk Factors”.
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THE ARRANGEMENT
Background to the Arrangement
The Arrangement is the result of arm’s length negotiations between Ikkuma and Pieridae and their respective
advisors. The following is a summary of events leading up to the negotiation of the Arrangement Agreement and
the execution and public announcement of the Arrangement Agreement.
On January 15, 2018, representatives of Pieridae approached management of Ikkuma expressing its interest in
pursuing a business opportunity with Ikkuma. On January 22, 2018, Ikkuma and Pieridae entered into the
Confidentiality Agreement that allowed for the provision of certain information to Pieridae in order for Pieridae and
its employees, officers, directors, consultants and agents to complete an initial due diligence review of Ikkuma and
its operations. Thereafter, the management teams of Ikkuma and Pieridae met on several occasions during which
they undertook more detailed operational due diligence reviews of each other.
During February 2018, Pieridae technical staff met with Ikkuma technical staff to review Ikkuma’s existing land
base and natural gas production capabilities for the Goldboro LNG facility to meet production requirements. In
March 2018, a virtual data room was established including reserves, geology, land and infrastructure information.
Throughout April and May 2018, mutual due diligence reviews were completed by Pieridae and Ikkuma and further
discussions of the merits of a possible strategic transaction were conducted.
On May 22, 2018, the Ikkuma Board met to discuss a non-binding offer, in the form of a draft term sheet provided
by Pieridae which set out the terms and conditions by which Pieridae and Ikkuma would enter into a business
combination. The terms and conditions of such draft term sheet were not acceptable to the Ikkuma Board.
On June 15, 2018, the Chief Executive Officer of Pieridae held an information session with the Ikkuma Board.
Certain members of the Ikkuma Board held follow up discussions at a meeting on June 25, 2018 with a view to
outlining the terms and conditions upon which Ikkuma would be interested in pursuing a business combination with
Pieridae.
On June 26, 2018, Pieridae issued a non-binding letter of intent to Ikkuma (the “Letter of Intent”). On June 26,
2018, Ikkuma also retained KES 7 as its strategic financial advisor, including, if applicable, to provide to the Ikkuma
Board their opinion as to the fairness of the consideration to be received by Ikkuma Shareholders under a potential
transaction, from a financial point of view, to Ikkuma Shareholders.
The Ikkuma Board met on June 27, 2018 to discuss the Letter of Intent. KES 7 attended the board meeting and
provided an initial presentation Pieridae’s proposal. Following the board meeting, further negotiations were entered
into between Ikkuma and Pieridae. Ikkuma provided various comments on the proposed Letter of Intent and, after
certain revisions were made thereto, the Letter of Intent was executed by each of Pieridae and Ikkuma on June 28,
2018.
At a meeting of the Ikkuma Board held on July 25, 2018, the Ikkuma Board approved the establishment of a special
committee of the Ikkuma Board (the “Special Committee”) comprised of David Anderson, Robert Dales, Charle
Gamba and Michael Kohut. The mandate of the Special Committee included considering and responding to all
aspects of the proposed transaction with Pieridae or potential alternative transactions, including, where considered
advisable, negotiating the terms thereof and to deal with or authorizing or instructing management of Ikkuma in
dealing with all matters relating to the proposed transaction and making such recommendations to the Ikkuma Board
(and to the Ikkuma Shareholders if a shareholder vote is required), as the Special Committee considered advisable,
including without limitation relating to the Ikkuma Board’s recommendation to the Ikkuma Shareholders with
respect to the proposed transaction.
From June 28, 2018 to August 22, 2018, additional due diligence was conducted by each of Ikkuma’s and Pieridae’s
evaluation team and legal advisors and negotiations continued regarding the terms of a potential transaction. During
this time, members of Ikkuma’s senior management team and its external legal counsel, Borden Ladner Gervais
LLP, worked with Pieridae and its external legal counsel, Norton Rose Fulbright Canada LLP, on the drafting and
negotiation of the Arrangement Agreement, Plan of Arrangement and related agreements and documents.
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The Special Committee met formally on three occasions; the 14th, 19th and 23rd of August, 2018. On August 14,
2018, the Special Committee met and was provided with a report from Ikkuma management with respect to the
further due diligence review conducted by and on behalf of Ikkuma since the execution of the Letter of Intent on
June 28, 2018. On August 19, 2018 the Special Committee and the Ikkuma Board held a meeting with Ikkuma
management and its financial advisor. During this meeting, the Special Committee received an update from
management on the results of recent negotiations between Ikkuma and Pieridae with respect to the terms and
conditions of the proposed Arrangement Agreement. After considering this report, the Special Committee provided
its own report and recommendations to the Ikkuma Board which included its support for management’s continuing
negotiations with Pieridae regarding various outstanding matters related to the proposed transaction. At the August
19, 2018 meeting, the Ikkuma Board unanimously accepted and approved the report and the recommendations of the
Special Committee.
On August 23, 2018, the Special Committee and the Ikkuma Board held further meetings with management and its
legal and financial advisor to discuss the terms of the proposed Arrangement Agreement, the Plan of Arrangement
and related matters and fully considered its duties and responsibilities to the Corporation, including the impact of the
proposed transaction on Ikkuma Shareholders and other stakeholders. KES 7 provided the Ikkuma Board with its
detailed financial analysis and advice in respect of Ikkuma, Pieridae, ExploreCo and the proposed Arrangement and
delivered its verbal opinion that, as at August 23, 2018 (subsequently confirmed in writing) and subject to the
review of the final form of definitive documents and the assumptions, limitations and qualifications described in
their opinion, the consideration to be received by Ikkuma Shareholders under the Arrangement is fair, from a
financial point of view, to Ikkuma Shareholders. The Special Committee unanimously determined to recommend
that the Ikkuma Board approve the execution and delivery of the Arrangement Agreement and all other documents
contemplated or required to be executed by the Corporation in connection with the Arrangement and that the Ikkuma
Shareholders vote in favour of the Arrangement. Following those deliberations, the Ikkuma Board unanimously
determined that the Arrangement is in the best interests of the Corporation and unanimously determined that the
consideration to be received by Ikkuma Shareholders pursuant to the Arrangement is fair, from a financial point of
view, to Ikkuma Shareholders. The Ikkuma Board then unanimously resolved to approve the Arrangement
Agreement and to unanimously recommend to the Ikkuma Shareholders that they vote in favour of the Arrangement.
Following the meeting of the Ikkuma Board, the Corporation and Pieridae entered into the Arrangement Agreement,
each of the directors and officers of the Corporation and certain other Ikkuma Shareholders executed Support
Agreements, and a news release announcing the Arrangement was issued on the morning of August 24, 2018.
On November 13, 2018, the parties entered into an amended agreement to the Arrangement Agreement providing
for the issuance of the ExploreCo Warrants under the Arrangement.
On November 13, 2018, the Ikkuma Board approved this Information Circular and unanimously reconfirmed their
approval of the Arrangement and recommendation that the Ikkuma Shareholders vote in favour of the Arrangement
Resolution.
On November 14, 2018, Ikkuma entered into an amended and restated senior secured credit agreement in respect of
the Term Loan, which provided for an additional $20 million term loan. The senior secured term loan facility of $65
million matures on the earliest of the Closing and March 31, 2022 and if the Closing occurs, the repayment of the
senior secured term loan facility is expected to be funded from proceeds secured by Pieridae in compliance with its
covenants under Section 3.1(u) of the Arrangement Agreement. Proceeds from the additional $20 million term loan
will be used to repay the Credit Agreement and the remaining proceeds will be used to fund the Corporation’s flowthrough obligations and for general corporate purposes.
Reasons for and Benefits of the Arrangement
In unanimously determining that the Arrangement is in the best interests of the Corporation and unanimously
recommending to Ikkuma Shareholders that they approve the Arrangement, the Ikkuma Board considered and relied
upon a number of strategic, financial, operational and other factors including the financial metrics of the proposed
transaction, the long-term prospects for growth of Ikkuma on a stand-alone basis, the long-term prospects for growth
of Pieridae, and the prospects for the combined operations of Pieridae and Ikkuma, including, without limitation the
following:
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(a)

the Ikkuma Board’s assessment of the current and future state of the debt and equity markets that could be
available to the Corporation to provide the Corporation with the full amount of funding it requires to
finance its business and operations, including the risk that such funding may not be obtained in a
reasonable time or in full or on terms satisfactory to the Corporation, as well as the Ikkuma Board’s
assessment of market conditions including commodity prices for oil, natural gas and natural gas liquids;

(b)

the Fairness Opinion to the effect that, as of the date of the Fairness Opinion, and subject to the
assumptions, limitations, and qualifications contained therein the consideration to be received by Ikkuma
Shareholders under the Arrangement is fair, from a financial point of view, to Ikkuma Shareholders;

(c)

the Arrangement will require approval by: (i) not less than two-thirds of the votes cast by the Ikkuma
Shareholders, present in person or represented by proxy at the Meeting; and (ii) by a majority of the votes
cast by Ikkuma Shareholders, present in person or represented by proxy at the Meeting, after excluding the
votes cast by those persons whose votes may not be included in determining minority approval of a
“business combination” pursuant to MI 61-101;

(d)

the Arrangement will only become effective if, after hearing from all interested persons who choose to
appear before it, the Court determines that the Arrangement is fair to the Ikkuma Shareholders;

(e)

the terms and conditions of the Arrangement Agreement, including the conditions to completion of the
Arrangement;

(f)

Pieridae’s obligation to complete the Arrangement being subject to a limited number of conditions which
the Ikkuma Board believes are reasonable under the circumstances;

(g)

Ikkuma Board’s belief that the Arrangement is likely to be completed in accordance with its terms and
within a reasonable time, with Closing currently expected in the fourth quarter of 2018;

(h)

the ability of the Ikkuma Board, in certain circumstances, to consider and recommend approval of a
Superior Proposal;

(i)

the appropriateness of the termination fee payable to Ikkuma upon an Ikkuma Damages Event and right to
match as an inducement to Pieridae to enter into the Arrangement Agreement and the likely impact of such
fee and terms upon any potential subsequent Superior Proposal in respect of Ikkuma;

(j)

if the Arrangement Agreement is terminated in certain circumstances, Pieridae has agreed to pay damages
to Ikkuma in connection with the Arrangement to a maximum of $3.0 million; and

(k)

registered Ikkuma Shareholders may, upon compliance with certain conditions and in certain
circumstances, exercise Dissent Rights.

The Ikkuma Board and management of Ikkuma believe that the Arrangement provides a number of anticipated
benefits including, without limitation, the following:
(a)

the exchange ratio values the Ikkuma Shares at $0.86 per share (excluding the value of ExploreCo Shares
and ExploreCo Warrants), representing a premium of 188% to the closing price of $0.30 per Ikkuma Share
on the TSXV as of August 23, 2018;

(b)

through the receipt of the ExploreCo Shares and ExploreCo Warrants, Ikkuma Shareholders, will be able to
continue to participate in ongoing oil development opportunities relating to the ExploreCo Assets to be held
by ExploreCo upon completion of the Arrangement;

(c)

the Arrangement is anticipated to enhance value for Ikkuma Shareholders through ownership in a larger
company focused on the development of integrated energy-related activities, from the exploration and
extraction of natural gas to the development, construction and operation of the Goldboro LNG facility and
the production of LNG for sale to Europe and other international markets;
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(d)

as part of the acquisition Pieridae will retain the experienced and well regarded team of Ikkuma, and the
acquisition of Ikkuma will advance Pieridae’s strategic position in North America as a fully integrated
LNG enterprise, from upstream development of natural gas reserves and resources to the production of
liquefied natural gas; and

(e)

following the acquisition Pieridae will have greater financial and human resources, enabling it to more
effectively accelerate the development, exploration and production of Ikkuma’s existing portfolio of natural
gas opportunities.

The foregoing discussion of the information and factors considered and given weight by the Ikkuma Board is not
intended to be exhaustive. In reaching the determination to approve and recommend the Arrangement, the Ikkuma
Board did not assign any relative or specific weights to the foregoing factors, but individual directors may have
given different weights to different factors. The full Ikkuma Board was present at the August 23, 2018 meeting at
which the Arrangement was approved and they were unanimous in their recommendation that the Ikkuma
Shareholders vote in favour of the Arrangement Resolution. On November 14, 2018, among other matters, the
Ikkuma Board approved the contents of this Information Circular and unanimously reconfirmed their approval of the
Arrangement and recommendation that the Ikkuma Shares vote in favour of the Arrangement Resolution.
The directors and officers of Ikkuma and certain other Ikkuma Shareholders who beneficially own or exercise
control or direction over, approximately 19% of the issued and outstanding Ikkuma Shares in aggregate have entered
into Support Agreements pursuant to which they have agreed to, among other things, vote their Ikkuma Shares in
favour of the Arrangement Resolution at the Meeting.
Fairness Opinion
KES 7 was engaged by Ikkuma pursuant to an engagement agreement dated June 26, 2018 (the “Engagement
Agreement”) to provide financial advice and assistance to Ikkuma in connection with the Arrangement and, if
requested, to prepare and deliver to the Ikkuma Board the Fairness Opinion. KES 7 has not prepared a valuation of
Ikkuma, Pieridae, or any of their respective securities or assets, and the Fairness Opinion should not be construed as
such. The terms of the Engagement Agreement provide that KES 7 will receive a fee for its services, a portion of
which is payable on delivery of the Fairness Opinion (regardless of its conclusion) and a portion of which is
contingent on completion of the Arrangement. Furthermore, Ikkuma has agreed to indemnify KES 7, in certain
circumstances, against certain expenses, losses, claims, actions, suits, proceedings, damages and liabilities which
may arise directly or indirectly from services performed by KES 7 in connection with the Engagement Agreement.
At the meeting of the Ikkuma Board on August 23, 2018, KES 7 delivered its verbal opinion that, as at August 23,
2018 (subsequently confirmed in writing) and subject to the review of the final form of definitive documents and the
assumptions, limitations and qualifications described in their opinion, the consideration to be received by Ikkuma
Shareholders under the Arrangement is fair, from a financial point of view, to Ikkuma Shareholders. On November
13, 2018, KES 7 delivered the written Fairness Opinion to the Ikkuma Board.
The Fairness Opinion does not address the relative merits of the Arrangement as compared to other business
strategies or transactions that might be available with respect to Ikkuma or Ikkuma’s underlying business decision to
effect the Arrangement. The Fairness Opinion does not address any terms of the Arrangement Agreement, except as
specifically set forth therein.
In the course of preparing the Fairness Opinion, KES 7, among other things: (i) reviewed drafts of the Arrangement
Agreement, the Support Agreements and related agreements; (ii) reviewed certain public and non-public business
and financial information regarding Ikkuma’s business and prospects, including internal financial analyses of
Ikkuma prepared by management of Ikkuma; (iii) held discussions with members of the senior management of
Ikkuma regarding their strategic and financial rationale for the Arrangement as well as their assessment of the past
and current business operations, financial condition and future prospects of Ikkuma and ExploreCo; (iv) reviewed
the valuation and financial metrics of certain mergers and acquisitions which KES 7 deemed generally relevant in
evaluating the Arrangement; (v) reviewed certain public and non-public business and financial information
regarding Pieridae; and (vi) conducted such other studies, analyses, inquiries, and investigations as KES 7 deemed
appropriate.
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The full text of the Fairness Opinion, which sets forth, among other things, assumptions made, procedures
followed, matters considered and limitations on the review undertaken by KES 7 in rendering its opinion, is
attached as Appendix C to this Information Circular. The Fairness Opinion was provided for the information
and assistance of the Ikkuma Board in connection with its consideration of the Arrangement. The Fairness Opinion
does not address the merits of the underlying decision by Ikkuma to enter into the Arrangement Agreement or the
Arrangement and does not constitute, nor should it be construed as, a recommendation to any Ikkuma Shareholder as
to how such Ikkuma Shareholder should vote with respect to the Arrangement Resolution or any related matter.
Ikkuma Shareholders are urged to read the Fairness Opinion in its entirety. This summary of the Fairness Opinion is
qualified in its entirety by reference to the full text of such opinion.
Neither KES 7 nor any of its affiliates is an insider, associate or affiliate (as those terms are defined in the Securities
Act (Alberta) (the “Securities Act”) of Ikkuma, Pieridae, or any of their respective associates or affiliates
(collectively, the “Interested Parties”, or individually an “Interested Party”). Neither KES 7 nor any of its affiliates
is an advisor to any of the Interested Parties with respect to the Arrangement other than to Ikkuma pursuant to the
Engagement Agreement. KES 7 and its affiliates have not acted as lead or co-lead manager on any offering of
securities of Ikkuma, Pieridae, or any other Interested Party, and have not had a material financial interest in any
transaction involving Ikkuma, Pieridae, or any other Interested Party during the 12 months preceding the date on
which KES 7 was first contacted in respect of the Fairness Opinion, other than services provided under the
Engagement Agreement and as described herein. KES 7 and its affiliates act as a merchant bank and target bespoke
investments for both their own capital and that of their funding partners, that include institutions, family offices and
high-net-worth individuals. KES 7’s corporate finance expertise is centred around structured finance, M&A, and goprivate/go-public transactions. The fees payable to KES 7 in connection with the Engagement Agreement and the
Fairness Opinion are not financially material to KES 7. KES 7 may advise (and potentially invest in) ExploreCo.
Also, KES 7 may in the future, in the ordinary course of its business, perform financial advisory or investment
banking services for Ikkuma, Pieridae, or any other Interested Party.
Recommendation of the Ikkuma Board
The Ikkuma Board, after consulting with its financial and legal advisors, and after careful consideration of, among
other things, the Fairness Opinion: (a) has unanimously determined that the Arrangement is in the best interests of
the Corporation; (b) has unanimously determined that the consideration to be received by Ikkuma Shareholders
pursuant to the Arrangement is fair, from a financial point of view, to Ikkuma Shareholders; and (c) unanimously
recommends that Ikkuma Shareholders vote in favour of the Arrangement Resolution.
Summary of the Arrangement
The following is a summary only of certain of the material terms of the Arrangement Agreement, including the Plan
of Arrangement and is subject to, and qualified in its entirety by, the full text of the Arrangement Agreement, and the
Plan of Arrangement, which is attached as Schedule “A” to the Arrangement Agreement.
Ikkuma entered into the Arrangement Agreement with Pieridae on August 23, 2018, which was amended on
November 13, 2018. The Arrangement Agreement provides for the implementation of the Plan of Arrangement (a
copy of which is attached as Schedule “A” to the Arrangement Agreement).
Pursuant to the Arrangement, Ikkuma Shareholders (other than dissenting Ikkuma Shareholders) will receive for
each Ikkuma Share held: (i) 0.1926 of one Pieridae Share; and (ii) 0.1 of an ExploreCo Share and 0.1 of an
ExploreCo Warrant.
The issuance of the ExploreCo Securities is subject to the receipt of customary regulatory approvals by the AER of
the transfer of the ExploreCo Assets; such approval by the AER was received on October 26, 2018. Provided the
AER does not revoke or change its approval before closing of the Arrangement, the ExploreCo Securities will be
issued as set forth above. Each whole ExploreCo Warrant entitles the holder thereof to acquire one ExploreCo Share
for a period of one hundred and eighty (180) calendar days from the date of issuance at a subscription price of $1.10
per ExploreCo Share.
The Arrangement is subject to customary conditions for a transaction of this nature, which include Court and
regulatory approvals, and approval by: (i) not less than two-thirds of the votes cast by the Ikkuma Shareholders,
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present in person or represented by proxy at the Meeting; and (ii) by a majority of the votes cast by Ikkuma
Shareholders, present in person or represented by proxy at the Meeting, after excluding the votes cast by those
persons whose votes may not be included in determining minority approval of a “business combination” pursuant to
MI 61-101.
In addition, pursuant to the ExploreCo Conveyance Agreement, Ikkuma transfered to ExploreCo the ExploreCo
Assets, and as consideration for the ExploreCo Assets, ExploreCo issued to Ikkuma, nine (9) ExploreCo Shares and
ExploreCo’s agreement and undertaking to issue to Ikkuma, immediately prior to the Effective Time, the ExploreCo
Warrants. ExploreCo Shares and ExploreCo Warrants will ultimately be distributed to former Ikkuma Shareholders
as described above, all in accordance with the terms of the Plan of Arrangement.
See “The Arrangement – Arrangement Steps”, “The Arrangement – Effects of the Arrangement”, “The Arrangement
Agreement” and “The ExploreCo Conveyance Agreement”.
Arrangement Steps
The following summarizes the steps that will occur under the Plan of Arrangement on the Effective Date, if all
conditions to the completion of the Arrangement have been satisfied or waived. The following description of steps is
subject to, and qualified in its entirety by, the full text of the Plan of Arrangement attached as Schedule “A” to the
Arrangement Agreement.
Pursuant to the Plan of Arrangement, commencing at the Effective Time, each of the events set out below shall
occur and shall be deemed to occur in the following order without any further act or formality except as otherwise
provided in the Arrangement Agreement:
(a)

each Ikkuma Share held by a Dissenting Shareholder who has validly exercised its Dissent Rights, and
which Dissent Rights remain valid immediately prior to the Effective Time, shall be, and shall be deemed
to be, transferred by the holder thereof, without any further act or formality on its part, free and clear of all
liens, to Pieridae, and thereupon each Dissenting Shareholder shall have the rights set out in Article 4 and
the names of such Dissenting Shareholders shall be removed from the register of Ikkuma Shares with
respect to all such Ikkuma Shares;

(b)

any outstanding Ikkuma Options shall be terminated without any payment or consideration therefor, and
Ikkuma shall have no further liabilities or obligations to the former holders thereof with respect to such
Ikkuma Options;

(c)

if AER Approval is received on or prior to the Effective Date;

(d)

in the course of a reorganization of Ikkuma’s authorized and issued share capital the articles of Ikkuma
shall be amended to add a class of shares designated as “Class A Shares”, having the following rights,
privileges, restrictions and conditions attaching thereto:
(i)

Dividends: The holders of the Ikkuma Class A Shares are entitled to receive dividends, if, as and
when declared by the board of directors of Ikkuma, out of the assets of Ikkuma properly applicable
to the payment of dividends in such amounts and payable at such times and at such place or places
in Canada as the board of directors of Ikkuma may from time to time determine. Subject to the
rights of the holders of any other class of shares of Ikkuma entitled to receive dividends in priority
to or rateably with the Ikkuma Class A Shares, the board of directors of Ikkuma may in its sole
discretion declare dividends on the Ikkuma Shares to the exclusion of any other class of shares of
Ikkuma;

(ii)

Voting Rights: The holders of the Ikkuma Class A Shares are entitled to receive notice of and to
attend all annual and special meetings of the shareholders of Ikkuma, and to two votes at all such
meetings in respect of each Ikkuma Class A Share held;
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(iii)

Participation upon Liquidation, Dissolution or Winding-Up: In the event of the liquidation,
dissolution or winding-up of Ikkuma or other distribution of assets of Ikkuma among its
shareholders for the purpose of winding-up its affairs, the holders of the Ikkuma Class A Shares
shall, subject to the rights of the holders of any other class of shares of Ikkuma upon such a
distribution in priority to the Ikkuma Class A Shares, be entitled to participate rateably in any
distribution of the assets of Ikkuma; and

(iv)

Modification of Rights: The rights and restrictions attached to the Ikkuma Class A Shares shall not
be modified unless the holders of the Ikkuma Class A Shares consent thereto by separate
resolution. Such consent may be obtained in writing signed by the holders of all of the issued and
outstanding Ikkuma Class A Shares or by a resolution passed by at least 75% of the votes cast at a
separate meeting of the holders of Ikkuma Class A Shares who are present in person or
represented by proxy at such meeting; and

(e)

each issued and outstanding Ikkuma Share (other than those held by Dissenting Shareholders) shall be
exchanged with Ikkuma (free and clear of any liens, encumbrances or claims) for one Ikkuma Class A
Share, 0.1 of an ExploreCo Share, and 0.1 of an ExploreCo Warrant;

(f)

each issued and outstanding Ikkuma Class A Share (other than those held by Pieridae and Dissenting
Shareholders) shall be, and shall be deemed to be, transferred to Pieridae (free and clear of any liens,
encumbrances or claims) in exchange for 0.1926 of a Pieridae Share;

(g)

if AER Approval is not received on or prior to the Effective Date each issued and outstanding Ikkuma
Share (other than those held by Pieridae and Dissenting Shareholders) shall be, and shall be deemed to be,
transferred to Pieridae (free and clear of any liens, encumbrances or claims) in exchange for 0.1926 of a
Pieridae Share.

Fractional Securities
No certificates representing fractional Pieridae Shares, ExploreCo Shares or ExploreCo Warrants shall be issued or
delivered pursuant to the Arrangement. In the event a former Ikkuma Shareholder would otherwise be entitled to a
fractional Pieridae Share, ExploreCo Share or ExploreCo Warrant hereunder, the number of Pieridae Shares,
ExploreCo Shares or ExploreCo Warrants, as the case may be, issued to such former Ikkuma Shareholder shall be
rounded up to the next greater whole number of Pieridae Shares, ExploreCo Shares or ExploreCo Warrants, as the
case may be, where the fractional entitlement is equal to or greater than 0.5 and shall, without any additional
compensation, be rounded down to the next lesser whole number of Pieridae Shares, ExploreCo Shares or
ExploreCo Warrants, as the case may be, where the fractional entitlement is less than 0.5. In calculating such
fractional interests, all Ikkuma Shares registered in the name of or beneficially held by such former Ikkuma
Shareholder or their nominee shall be aggregated.
Effects of the Arrangement
Ikkuma Shares
Pursuant to the Arrangement, Ikkuma Shareholders (other than dissenting Ikkuma Shareholders) will receive for
each Ikkuma Share held: (i) 0.1926 of one Pieridae Share; and (ii) 0.1 of an ExploreCo Share and 0.1 of an
ExploreCo Warrant.
The issuance of the ExploreCo Securities is subject to the receipt of customary regulatory approvals by the AER of
the transfer of the ExploreCo Assets; such approval by the AER was received on October 26, 2018. Provided the
AER does not revoke or change its approval before closing of the Arrangement, the ExploreCo Securities will be
issued as set forth above. Each whole ExploreCo Warrant entitles the holder thereof to acquire one ExploreCo Share
for a period of one hundred and eighty (180) calendar days from the date of issuance at a subscription price of $1.10
per ExploreCo Share.
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Ikkuma Options
The Arrangement will result in a “change of control” for purposes of the Ikkuma Option Plan. Pursuant to the
Ikkuma Option Plan, Ikkuma may make such arrangements as it deems appropriate for the exercise of outstanding
Options in the event of a “change of control”.
In order to facilitate the exercise of all Ikkuma Options the Ikkuma Board has approved the accelerated vesting of all
outstanding Ikkuma Options effective immediately before the Effective Time and conditional upon: (i) the
Arrangement becoming effective; and (ii) with respect to a particular Optionholder, the agreement of such
Optionholder to exercise (including on a “cashless exercise” basis) or terminate its Ikkuma Options (for nominal
consideration) pursuant to (and to execute and deliver) an Option Exercise and Cancellation Agreement.
It is expected that all Optionholders will enter into Option Exercise and Cancellation Agreements whereby they will
agree to exercise or surrender for cancellation all of their Ikkuma Options effectively immediately before the
Effective Time and conditional upon the Effective Time occurring. Ikkuma Optionholders who exercise Ikkuma
Options in accordance with their terms and the Option Exercise and Cancellation Agreements will receive Ikkuma
Shares and will participate in the Arrangement in the same manner as the Ikkuma Shareholders.
As a result, all outstanding Ikkuma Options shall be fully vested and will be either exercised immediately before the
Effective Time in accordance with their terms and the Option Exercise Agreements or be terminated in accordance
with the Option Exercise and Cancellation Agreements or the Plan of Arrangement.
Ikkuma Warrants
The Warrants (to the extent not exercised) will continue in effect following completion of the Arrangement.
Pursuant to the Arrangement Agreement Ikkuma has agreed not to pay the holders of Warrants any amount of
consideration therefor or make any amendment to the outstanding Warrants. One of the mutual conditions to
completion of the Arrangement is that Pierdiae and ExploreCo shall have each executed one or more written
instruments assuming the respective rights and obligations of Ikkuma under the certificates representing the
Warrants.
Interests of Directors and Executive Officers in the Arrangement
The directors and executive officers of Ikkuma may have interests in the Arrangement that are, or may be, different
from, or in addition to, the interests of other Ikkuma Shareholders. These interests include those described below.
The Ikkuma Board was aware of these interests and considered them, among other matters, when recommending
approval of the Arrangement by Ikkuma Shareholders.
Ikkuma Securities Ownership
The chart below sets forth the Ikkuma Shares, Ikkuma Options and Equity Warrants which the directors and
executive officers of Ikkuma beneficially own, directly or indirectly, or exercise control or direction over, as of the
date hereof. All of the Ikkuma Shares held by the directors and executive officers of Ikkuma will be treated in the
same fashion under the Arrangement as Ikkuma Shares held by any other Ikkuma Shareholder:
Ikkuma Shares Held(1)

Ikkuma
Options Held(3)

Equity
Warrants Held

David G. Anderson
Director

1,387,500
(1.27%)

300,000
(3.20%)

Nil

Kimberley Benders
Corporate Controller

181,649
(0.17%)

507,000
(5.40%)

Nil

Robert J. Dales
Director

838,116
(0.77%)

207,000
(2.21%)

500,000
(7.41%)

Tim de Freitas

821,279

1,225,000

520,000

Name and Position
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Ikkuma Shares Held(1)
(0.75%)

Ikkuma
Options Held(3)
(13.05%)

Equity
Warrants Held
(7.70%)

Dorothy Else
Director

315,958
(0.29%)

485,000
(5.17%)

266,667
(3.95%)

Greg Feltham
Vice President, Exploration

454,202
(0.42%)

710,000
(7.57%)

200,000
(2.96%)

Charle Gamba
Director

421,667
(0.39%)

207,000
(2.21%)

266,667
(3.95%)

William C. Guinan
Director

537,667
(0.49%)

207,000
(2.21%)

466,667
(6.91%)

Michael Kohut
Director

516,333
(0.47%)

207,000
(2.21%)

333,333
(4.94%)

Yvonne McLeod
Senior Vice President

397,925
(0.36%)

710,000
(7.57%)

266,667
(3.95%)

James (Rich) Rowe
Vice President, Land

185,024
(0.17%)

710,000
(7.57%)

Nil

John Van de Pol
Senior Vice President and Chief Financial Officer

428,319
(0.39%)

400,000
(4.26%)

Nil

6,485,639
(5.93%)

5,875,000
(62.7%)

2,820,001
(84.6%)

Name and Position
President, Chief Executive Officer and a Director

Total

Notes:
(1) Percentages based on 109,334,987 Ikkuma Shares outstanding as of the date hereof.
(2) Percentages based on 9,368,200 Ikkuma Options outstanding as of the date hereof.
(3) Percentages based on 3,333,333 Equity Warrants outstanding as of the date hereof.

Change of Control
Ikkuma has entered into employment agreements (“Employment Agreements”) with each of its executive officers.
Each of the Employment Agreements provides that in the event of a change of control of the Corporation, each of
the officers may be entitled to the product of 120% of the monthly base salary the executive is receiving or entitled
to at the time of the change of control, multiplied by twelve. Completion of the Arrangement would constitute a
“change of control” for the purposes of such agreements.
Pursuant to the terms of the Arrangement Agreement, it is expected that each of the members of the Ikkuma Board
and each of the officers of Ikkuma that are not continuing in employment with Ikkuma after the Effective Time shall
provide their written resignations as directors and officers effective on or before the Effective Time, together with a
mutual release, in form and substance satisfactory to Pieridae, acting reasonably, in favour of such directors and
officers and Ikkuma. Following completion of the Arrangement, it is anticipated that John Van de Pol will resign
from Ikkuma and that each of the other executive officers will continue their employment with Pieridae.
In order to facilitate the exercise of all Ikkuma Options upon the Arrangement becoming effective, the Ikkuma
Board has approved the vesting of all outstanding Ikkuma Options effective immediately before the Effective Time
and conditional upon: (i) the Arrangement becoming effective; and (ii) with respect to a particular Optionholder, the
agreement of such Optionholder to exercise (including on a “cashless exercise” basis) or terminate the Ikkuma
Options (for nominal consideration) pursuant to (and to execute and deliver) an Option Exercise and Cancellation
Agreement, in order that all such outstanding Ikkuma Options shall be fully vested and will be either exercised
immediately before the Effective Time in accordance with their terms and the Option Exercise Agreements or be
terminated in accordance with the Option Exercise and Cancellation Agreements or the Plan of Arrangement.
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It is expected that each of the directors and officers of Ikkuma will enter into Option Exercise and Cancellation
Agreements whereby they will agree to exercise or surrender for cancellation all of their Ikkuma Options effectively
immediately before the Effective Time and conditional upon the Effective Time occurring.
The chart below sets forth the estimated amount of additional compensation the officers of Ikkuma will be entitled
to receive as a result of the change of control of the Corporation in connection with their respective Employment
Agreements and the number of Ikkuma Options held by the executive officers of Ikkuma for which vesting will be
accelerated:

Estimated
Retention/Severance
Amount(1)

Number of Ikkuma Options
Held

Number of unvested
Ikkuma Options which vest
upon the Arrangement
becoming effective

Kimberley Benders
Corporate Controller

$216,000

507,000

416,667

Greg Feltham
Vice President, Exploration

$240,000

710,000

500,000

Tim de Freitas
President, Chief Executive
Officer and a Director

$282,000

1,225,000

883,333

Yvonne McLeod
Senior Vice President

$264,000

710,000

500,000

James (Rich) Rowe
Vice President, Land

$240,000

710,000

544,667

John Van de Pol
Senior Vice President and
Chief Financial Officer

$258,000

400,000

400,000

Name and Position

Note:
(1) It is expected that Mr. Van de Pol will be receiving a severance payment of $258,000 on the closing of the Arrangement and that all of the
other executive officers of Ikkuma will receive a retention bonus up to the aggregate amount noted in the table above, payable as to 20% on
the date that is one year from the Closing Date and as to 80% on the date that is two years from the Closing Date, provided they do not
resign or are terminated for cause prior to such payment.

Continuing Insurance Coverage for Directors and Officers of Ikkuma
The Arrangement Agreement provides that for a period of six years after the Effective Time, Pieridae shall, or shall
cause Ikkuma or any successor of Ikkuma (including any successor resulting from the winding up or liquidation or
dissolution of Ikkuma) to, maintain Ikkuma’s current directors’ and officers’ insurance policy or an equivalent
policy on a six year “trailing” or “run-off” basis subject in either case to terms and conditions no less advantageous
to the directors and officers of Ikkuma than those contained in the policy in effect on the date hereof, for all present
and former directors and officers of Ikkuma, covering claims made prior to or within six years after the Effective
Time. Pieridae shall also cause Ikkuma or any successor of Ikkuma to indemnify the present and former directors
and officers of Ikkuma to the fullest extent to which Ikkuma is required to indemnify such officers and directors
under its articles, by-laws and contracts of indemnity disclosed to Pieridae prior to the date hereof, in each case in
accordance with the provisions of its articles and bylaws and such contracts of indemnity.
ExploreCo
Certain directors and officers of Ikkuma are or may be directors or officers of ExploreCo and may, following
completion of the Arrangement, receive remuneration for acting in that capacity. See Appendix D – Compensation
of Executive Officers and Directors.
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Support Agreements
The directors and officers of Ikkuma and certain other Ikkuma Shareholders who beneficially own or exercise
control or direction over, approximately 19% of the issued and outstanding Ikkuma Shares in aggregate have entered
into Support Agreements pursuant to which they have agreed to, among other things, vote their Ikkuma Shares in
favour of the Arrangement Resolution at the Meeting.
Each Support Agreement automatically terminates on the earliest of: (a) the termination of the Arrangement
Agreement in accordance with its terms; (b) the Effective Date; and (c) the Outside Date. Each Support Agreement
may also be terminated on mutual agreement, by written notice of the Ikkuma Shareholder to Pieridae in certain
circumstances and by written notice of Pieridae to the Ikkuma Shareholder in certain circumstances.
Non-Solicit Agreement
Pursuant to the Non-Solicit Agreement to be signed on the Effective Date, ExploreCo will agree not to employ or
engage, either directly or indirectly, any Key Employee (as defined in the Arrangement Agreement) or any
Continuing Employee (and who are not consultants of Ikkuma) at any time during the period commencing on the
date of the Arrangement Agreement and ending on the second anniversary of the date of closing of the Arrangement.
Stock Exchange Listings
It is a condition to the completion of the Arrangement that the TSXV will have conditionally approved the listing of
the Pieridae Shares to be issued pursuant to the Arrangement. The TSXV granted conditional approval for the listing
of such Pieridae Shares on October 25, 2018. Listing will be subject to Pieridae fulfilling all the requirements of the
TSXV set forth in its conditional listing approval.
As part of the Plan of Arrangement, each issued and outstanding Ikkuma Share (other than those held by Dissenting
Shareholders) shall be exchanged with Ikkuma for one Ikkuma Class A Share and 0.1 of an ExploreCo Share and
0.1 of an ExploreCo Warrant. Each issued and outstanding Ikkuma Class A Share (other than those held by Pieridae
and Dissenting Shareholders) shall be transferred to Pieridae in exchange for 0.1926 of a Pieridae Share. It is a
condition to the completion of the Arrangement that the TSXV shall have approved the listing of the Ikkuma Class
A Shares, with such listing to be effective at the time such Ikkuma Class A Shares are to be acquired by Pieridae
pursuant to the Plan of Arrangement, failing which, Ikkuma shall have provided to Pieridae evidence of Ikkuma’s
reasonable commercial efforts to procure the aforementioned approval. Listing will be subject to Ikkuma fulfilling
all the requirements of the TSXV. It is expected that such Ikkuma Class A Shares will be delisted from the TSXV
following completion of the Arrangement.
It is intended that the Ikkuma Shares will be delisted from the TSXV following completion of the Arrangement. It is
not intended that the ExploreCo Shares or ExploreCo Warrants will be listed on a stock exchange following
completion of the Arrangement, however ExploreCo will be a reporting issuer in each of the provinces of Canada
other than Quebec, upon completion of the Arrangement.
Procedure for the Arrangement Becoming Effective
The Arrangement is proposed to be carried out pursuant to Section 193 of the ABCA. The following procedural
steps must be taken for the Arrangement to become effective:
(a)

the Arrangement must be approved by the Ikkuma Shareholders in the manner set forth in the Interim
Order;

(b)

the Court must grant the Final Order approving the Arrangement;

(c)

all conditions precedent to the Arrangement, as set forth in the Arrangement Agreement, must be satisfied
or waived by the appropriate Party;
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(d)

the Final Order and Articles of Arrangement in the form prescribed by the ABCA must be filed with the
Registrar; and

(e)

the proof of filing to be issued by the Registrar pursuant to subsections 193(11) and 193(12) of the ABCA
in respect of the Articles of Arrangement must be issued.

Ikkuma Shareholder Approvals
At the Meeting, pursuant to the Interim Order, Ikkuma Shareholders will be asked to approve the Arrangement
Resolution. Each Ikkuma Shareholder shall be entitled to vote on the Arrangement Resolution, with the Ikkuma
Shareholders entitled to one vote per Ikkuma Share held. The Arrangement will require approval by: (i) not less
than two-thirds of the votes cast by the Ikkuma Shareholders, present in person or represented by proxy at the
Meeting; and (ii) by a majority of the votes cast by Ikkuma Shareholders, present in person or represented by proxy
at the Meeting, after excluding the votes cast by those persons whose votes may not be included in determining
minority approval of a “business combination” pursuant to MI 61-101. The Arrangement Resolution must receive
the requisite Ikkuma Shareholder approval in order for Ikkuma to seek the Final Order and implement the
Arrangement on the Effective Date in accordance with the terms of the Final Order.
For information with respect to the procedures for Ikkuma Shareholders to follow to receive their consideration
pursuant to the Arrangement, see “Procedures for the Surrender of Ikkuma Shares and Receipt of Consideration”.
See also “The Arrangement” and “General Proxy Matters – Procedure and Votes Required”.
Court Approval
Interim Order
On November 13, 2018, the Court granted the Interim Order directing the calling of the Meeting and prescribing the
conduct of the Meeting and other matters. The Interim Order is attached as Appendix B to this Information Circular.
Final Order
The ABCA provides that a plan of arrangement requires Court approval. Subject to the terms of the Arrangement
Agreement, and if the Arrangement Resolution is approved by the Ikkuma Shareholders at the Meeting in the
manner required by the Interim Order, Ikkuma will make application to the Court for the Final Order.
The application for the Final Order approving the Arrangement is scheduled for December 18, 2018 at 10:00 a.m.
(MST), or as soon thereafter as counsel may be heard, at the Edmonton Law Courts Building, 1A Sir Winston
Churchill Square, Edmonton, AB Canada. At the hearing, any Ikkuma Shareholder and any other Interested Party
who wishes to participate or to be represented or to present evidence or argument may do so, subject to filing with
the Court and serving upon Ikkuma a Notice of Intention to Appear together with any evidence or materials that
such party intends to present to the Court on or before 4:00 p.m. (MST) on December 11, 2018. Service of such
notice shall be effected by service upon the solicitors for Ikkuma: Borden Ladner Gervais LLP, Centennial
Place, East Tower, 1900, 520 – 3rd Avenue S.W., Calgary, Alberta T2P 0R3, Attention: David T. Madsen,
Q.C. See the Notice of Originating Application accompanying this Information Circular.
The Court has been advised that the Final Order, if granted, will constitute the basis for an exemption from the
registration requirements of the U.S. Securities Act, pursuant to Section 3(a)(10) thereof, with respect to the
issuance of Pieridae Shares, ExploreCo Shares and ExploreCo Warrants issuable to Ikkuma Shareholders pursuant
to the Arrangement.
Ikkuma has been advised by its counsel, Borden Ladner Gervais LLP, that the Court has broad discretion under the
ABCA when making orders with respect to plans of arrangement and that the Court will consider, among other
things, the fairness and reasonableness of the Arrangement, both from a substantive and a procedural point of view.
The Court may approve the Arrangement either as proposed or as amended in any manner the Court may direct,
subject to compliance with such terms and conditions, if any, as the Court thinks fit.
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Depending upon the nature of any required amendments, the Corporation and/or Pieridae may determine not to
proceed with the Arrangement.
Timing
If the Meeting is held as scheduled and is not adjourned or postponed and the other necessary conditions at that
point in time are satisfied or waived, Ikkuma will apply for the Final Order approving the Arrangement. If the Final
Order is obtained on December 18, 2018 in form and substance satisfactory to the Corporation and Pieridae, and all
other conditions set forth in the Arrangement Agreement are satisfied or waived, including the receipt of all required
regulatory approvals, the Corporation currently expects the Effective Date to occur in the fourth quarter of 2018. It
is not possible, however, to state with certainty when the Effective Date will occur. The Effective Date could be
delayed for a number of reasons, including an objection before the Court at the hearing of the application for the
Final Order on December 18, 2018 or the failure to obtain all regulatory approvals in the time-frames anticipated.
The Arrangement will become effective upon the filing with the Registrar of the Articles of Arrangement and a copy
of the Final Order, together with such other materials as may be required by the Registrar.
THE ARRANGEMENT AGREEMENT
The following is a summary only of the material terms of the Arrangement Agreement and is subject to, and
qualified in its entirety by, the full text of the Arrangement Agreement. Capitalized terms used under this heading
“The Arrangement Agreement” but not otherwise defined have the meanings set forth in the Arrangement
Agreement. Ikkuma Shareholders are urged to read the Arrangement Agreement including the Plan of Arrangement
in its entirety. A copy of the Arrangement Agreement can be found under Ikkuma’s SEDAR profile at
www.sedar.com and the Plan of Arrangement is attached to the Arrangement Agreement as Schedule “A”.
Representations, Warranties and Covenants
The Arrangement Agreement contains certain customary representations and warranties of each of Ikkuma and
Pieridae relating to, among other things, their respective organization, capitalization, operations, compliance with
laws and regulations and other matters, including their authority to enter into the Arrangement Agreement and to
consummate the Arrangement. For the complete text of the applicable provisions, see Sections 4.1 and 4.2 of the
Arrangement Agreement.
In addition, pursuant to the Arrangement Agreement, each of the Parties has covenanted, among other things, until
the earlier of the Effective Date or the termination of the Arrangement Agreement, to maintain their respective
businesses and refrain from taking certain actions outside the ordinary course of business. For the complete text of
the applicable provisions, see Sections 3.1, 3.2 and 3.3 of the Arrangement Agreement.
Covenants of the Corporation Regarding Non-Solicitation
Pursuant to the Arrangement Agreement:
(a)

Ikkuma has agreed to immediately cease and cause to be terminated all existing discussions or negotiations
including through any of its Representatives, if any, with any parties initiated before the date of the
Arrangement Agreement with respect to any Acquisition Proposal and, in connection therewith, Ikkuma
shall discontinue access to any of its confidential information (and not establish or allow access to any of
its confidential information, or any data room, virtual or otherwise) and shall as soon as possible request, to
the extent that it is entitled to do so (and exercise all rights it has to require) the return or destruction of all
information provided to any third parties who have entered into a confidentiality agreement with Ikkuma
relating to an Acquisition Proposal and shall request (and exercise all rights to require) the destruction of all
material including or incorporating or otherwise reflecting any material confidential information regarding
Ikkuma and shall use all reasonable commercial efforts to ensure that such requests are honoured in
accordance with the terms of the applicable confidentiality agreement with such parties. Ikkuma agrees
that it shall not terminate, waive, amend or modify any provision of any existing confidentiality agreement
relating to an Acquisition Proposal or any standstill agreement to which it is a party (it being acknowledged
and agreed that the automatic termination of any standstill provisions of any such agreement as the result of
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the entering into and announcement of the Arrangement Agreement by Ikkuma, pursuant to the express
terms of any such agreement, shall not be a violation of subsection 3.5(a) of the Arrangement Agreement).
Ikkuma undertakes to enforce all standstill, non-disclosure, non-disturbance, non-solicitation and similar
covenants that it has entered into prior to date of the Arrangement Agreement.
(b)

Ikkuma has also agreed not to, directly or indirectly, do or authorize or permit any of its Representatives to
do, any of the following:
(i)

solicit, facilitate, initiate, encourage or take any action to solicit, facilitate, initiate, entertain or
encourage any inquiries or communication regarding or the making of any proposal or offer that
constitutes or may constitute an Acquisition Proposal, including by way of furnishing information;

(ii)

enter into or participate in any negotiations or initiate any discussion regarding an Acquisition
Proposal, or furnish to any other Person any information with respect to its businesses, properties,
operations or conditions (financial or otherwise) in connection with an Acquisition Proposal or
otherwise cooperate in any way with, or assist or participate in, facilitate or encourage, any effort
or attempt of any other Person to do or seek to do any of the foregoing;

(iii)

waive, or otherwise forbear in the enforcement of, or enter into or participate in any discussions,
negotiations or agreements to waive or otherwise forbear in respect of, any rights or other benefits
under confidential information agreements, including any “standstill provisions” thereunder; or

(iv)

accept, recommend, approve or enter into an agreement to implement an Acquisition Proposal;

provided, however, that notwithstanding any other provision of the Arrangement Agreement, Ikkuma and
its Representatives may:
(v)

enter into or participate in any discussions or negotiations with a third party who (without any
solicitation, initiation or encouragement, directly or indirectly, after the date of the Arrangement
Agreement, by Ikkuma or any of its Representatives) seeks to initiate such discussions or
negotiations and, subject to execution of a confidentiality and standstill agreement substantially
similar to the Confidentiality Agreement (provided that such confidentiality agreement shall
provide for disclosure thereof (along with all information provided thereunder) to Pieridae as set
out below), may furnish to such third party information concerning Ikkuma and its business,
properties and assets, in each case if, and only to the extent that:
(A)

the third party has first made a written bona fide Acquisition Proposal that the Ikkuma
Board determines, in good faith, constitutes or could reasonably be expected to constitute
a Superior Proposal, that did not result from a breach of the Arrangement Agreement; and

(B)

prior to furnishing such information to or entering into or participating in any such
negotiations or initiating any discussions with such third party, Ikkuma provides prompt
notice to Pieridae to the effect that it is furnishing information to or entering into or
participating in discussions or negotiations with such Person or entity together with a
copy of the confidentiality agreement referenced above and if not previously provided to
Pieridae, copies of all information provided to such third party concurrently with the
provision of such information to such third party;

(vi)

comply with National Instrument 62-104 - Take-over Bids and Issuer Bids and similar provisions
under applicable Canadian securities Laws relating to the provision of directors’ circulars and
make appropriate disclosure with respect thereto to its securityholders; and

(vii)

accept, recommend, approve or enter into an agreement to implement a Superior Proposal from a
third party, but only if prior to such acceptance, recommendation, approval or implementation, the
Ikkuma Board shall have concluded in good faith, after considering all proposals to adjust the
terms and conditions of the Arrangement Agreement contemplated by subsection 3.5(d) of the
Arrangement Agreement and after receiving the advice of outside counsel as reflected in minutes
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of the Ikkuma Board, that the failure to take such action is inconsistent with the discharge of the
fiduciary duties of the Ikkuma Board under applicable Laws and Ikkuma complies with its
obligations set forth in subsection 3.5(d) of the Arrangement Agreement and terminates the
Arrangement Agreement in accordance with subsection 8.1(g) of the Arrangement Agreement and
concurrently therewith pays the amount required by Section 6.1 of the Arrangement Agreement.
(c)

Ikkuma will promptly (and in any event within 24 hours) notify Pieridae (at first orally and then in writing)
of any Acquisition Proposal (or any amendment thereto), or any request for non-public information relating
to Ikkuma, or any amendments to the foregoing. Such notice will include a copy of any written Acquisition
Proposal (and any amendment thereto) which has been received or, if no written Acquisition Proposal has
been received, a description of the material terms and conditions of, and the identity of the Person making
any inquiry, proposal, offer or request. Ikkuma will also provide such further and other details of the
Acquisition Proposal (or any amendment thereto) as Pieridae may reasonably request.

(d)

Ikkuma shall give Pieridae, in writing, at least three complete Business Days advance notice of any
decision by the Ikkuma Board to accept, recommend, approve or enter into an agreement to implement a
Superior Proposal, which notice shall include: (i) confirmation that the Ikkuma Board, in consultation with
its financial advisor and legal advisors, has determined that the Acquisition Proposal which is the subject
matter of the notice constitutes a Superior Proposal; (ii) full particulars of the financial consideration
payable under such Acquisition Proposal; (iii) the identity of the third party making the Superior Proposal;
and (iv) confirmation that the entering into of a definitive agreement to implement such Superior Proposal
is not subject to any further due diligence or access condition. During such three Business Day period,
Ikkuma agrees not to accept, recommend, approve or enter into any agreement to implement such Superior
Proposal and not to release the party making the Superior Proposal from any standstill provisions and shall
not withdraw, redefine, modify or change its recommendation in respect of the Arrangement. In addition,
during such three Business Day period, Ikkuma shall, and shall cause its financial and legal advisors to,
negotiate in good faith with Pieridae and its financial and legal advisors to make such adjustments to the
provisions of the Arrangement Agreement and the Arrangement as would enable Ikkuma to proceed with
the Arrangement as amended rather than the Superior Proposal. In the event Pieridae proposes to amend
the Arrangement Agreement and the Arrangement such that the Superior Proposal ceases to be a Superior
Proposal and so advises the Ikkuma Board, in writing, prior to the expiry of such three Business Day
period, the Ikkuma Board shall not accept, recommend, approve or enter into any agreement to implement
such Superior Proposal and shall not release the party making the Superior Proposal from any standstill
provisions and shall not withdraw, redefine, modify or change its recommendation in respect of the
Arrangement. Notwithstanding the foregoing, and for greater certainty, Pieridae shall have no obligation to
make or negotiate any changes to the Arrangement Agreement or the Arrangement in the event that Ikkuma
is in receipt of a Superior Proposal.

(e)

If required by Pieridae, Ikkuma will, on the first Business Day subsequent to the three Business Day period
in subsection 3.5(d) of the Arrangement Agreement (and in no case during such three Business Day
period), re-affirm its recommendation of the Arrangement by press release promptly in the event that (i)
any Acquisition Proposal which is publicly announced is determined not to be a Superior Proposal; or (ii)
the Parties have entered into an amended agreement pursuant to subsection 3.5(d) of the Arrangement
Agreement which results in any Acquisition Proposal not being a Superior Proposal.

(f)

Pieridae agrees that all information that may be provided to it by Ikkuma with respect to any Superior
Proposal pursuant to Section 3.5 of the Arrangement Agreement shall be treated as if it were “Confidential
Information” as that term is defined in the Confidentiality Agreement and shall not be disclosed or used
except in accordance with the provisions of the Confidentiality Agreement or in order to enforce its rights
under the Arrangement Agreement in legal proceedings.

(g)

Each Party shall ensure that its Representatives retained by it are aware of the provisions of Section 3.5 of
the Arrangement Agreement. Pieridae shall be responsible for any breach of Section 3.5 of the
Arrangement Agreement by its Representatives, and Ikkuma shall be responsible for any breach of Section
3.5 of the Arrangement Agreement by its Representatives.
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Conditions of Closing
Mutual Conditions
The Arrangement Agreement provides that the respective obligations of the Parties to consummate the transactions
contemplated hereby, and in particular the Arrangement, are subject to the satisfaction, on or before the Effective
Date or such other time specified, of the following conditions, any of which may be waived by the mutual written
consent of such Parties without prejudice to their right to rely on any other of such conditions:
(a)

on or prior to the Mailing Date (as defined in the Arrangement Agreement), the Interim Order shall have
been granted in form and substance satisfactory to each of Pieridae and Ikkuma, acting reasonably, and
such order shall not have been set aside or modified in a manner unacceptable to Pieridae and Ikkuma,
acting reasonably, on appeal or otherwise;

(b)

the Arrangement Resolution shall have been passed by the holders of Ikkuma Shares on or prior to the
Outside Date in accordance with the Interim Order;

(c)

on or prior to the Outside Date, the Final Order shall have been granted in form and substance satisfactory
to each of Pieridae and Ikkuma, acting reasonably;

(d)

the Articles of Arrangement to be filed with the Registrar in accordance with the Arrangement shall be in
form and substance satisfactory to each of Pieridae and Ikkuma, acting reasonably;

(e)

the Arrangement shall have become effective on or prior to the Outside Date in accordance with the terms
of the Plan of Arrangement;

(f)

the TSXV shall have conditionally approved the listing of Pieridae Shares issuable pursuant to the
Arrangement;

(g)

Pieridae and ExploreCo shall have each executed one or more written instruments assuming the respective
rights and obligations of Ikkuma under the certificates representing the Warrants;

(h)

Canada Transportation Act Approval and Competition Act Approval shall have been received; and

(i)

there shall be no action taken under any existing applicable Law that:
(i)

makes illegal or otherwise directly or indirectly restrains, enjoins or prohibits the Arrangement or
any other transactions contemplated in the Arrangement Agreement; or

(ii)

results in a judgment or assessment of material damages directly or indirectly relating to the
transactions contemplated in the Arrangement Agreement.

The foregoing conditions are for the mutual benefit of Pieridae and Ikkuma and may be asserted by Pieridae and
Ikkuma regardless of the circumstances and may be waived by Pieridae and Ikkuma (with respect to such Party) in
their sole discretion, in whole or in part, at any time and from time to time without prejudice to any other rights
which Pieridae or Ikkuma may have.
Additional Conditions in Favour of Pieridae
The Arrangement Agreement provides that the obligation of Pieridae to consummate the transactions contemplated
hereby, and in particular the Arrangement, is subject to the satisfaction, on or before the Effective Date or such other
time specified, of the following conditions:
(a)

(i) the representations and warranties in subsections 4.2(g), 4.2(aa), 4.2(bb) and 4.2(cc) of the Arrangement
Agreement shall be true and correct as of the date of the Arrangement Agreement and the Effective Date as
if made on such date (except, it being understood that the number of Ikkuma Shares outstanding in
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subsection 4.2(g) of the Arrangement Agreement may increase from the number outstanding on the date of
the Arrangement Agreement solely as a result of the exercise of Ikkuma Options or Warrants); and (ii) the
remaining representations and warranties made by Ikkuma in Section 4.2 of the Arrangement Agreement
shall be true and correct as of the Effective Date as if made on and as of such date (except to the extent
such remaining representations and warranties speak as of an earlier date or except as affected by the
transactions contemplated or permitted by the Arrangement Agreement), except where the failure of such
remaining representations and warranties to be true and correct would not, or would not reasonably be
expected to result in a Material Adverse Change in respect of Ikkuma or, would not, or would not
reasonably be expected to, directly or indirectly, adversely affect the completion of the Arrangement in
accordance with its terms, and Ikkuma shall have provided to Pieridae a certificate of a senior officer of
Ikkuma certifying, on behalf of Ikkuma, as to such matters on the Effective Date;
(b)

Ikkuma shall have complied in all respects with its covenants and obligations in the Arrangement
Agreement except where the failure to comply in all respects with its covenants and obligations would not
result or would not reasonably be expected to result in a Material Adverse Change in respect of Ikkuma or
would not, or would not reasonably be expected to, materially impede completion of the Arrangement and
Ikkuma shall have provided to Pieridae a certificate of a senior officer of Ikkuma certifying, on behalf of
Ikkuma, as to such compliance and Pieridae shall have no actual knowledge to the contrary;

(c)

Ikkuma shall have furnished Pieridae with:
(i)

certified copies of the resolutions duly passed by the Ikkuma Board approving the Arrangement
Agreement and the consummation of the transactions contemplated hereby; and

(ii)

certified copies of the resolutions of Ikkuma Shareholders, duly passed at the Meeting, approving
the Arrangement Resolution;

(d)

there shall not have occurred any change after the date of the Arrangement Agreement, or prior to the date
of the Arrangement Agreement which has not been publicly disclosed or disclosed to Pieridae in writing
prior to the date of the Arrangement Agreement (or any condition, event or development involving a
prospective change) in the business, affairs, operations, assets, capitalization, financial condition,
production, availability of credit, prospects, licenses, permits, rights, privileges or liabilities, whether
contractual or otherwise, of Ikkuma and which, in the judgment of Pieridae, acting reasonably, is or would
reasonably be expected to cause a Material Adverse Change with respect to Ikkuma;

(e)

the total available tax pools of Ikkuma shall not be less than the amount set forth in the Disclosure Letter;

(f)

Ikkuma’s average net production (excluding production from the ExploreCo Assets and excluding shut-in
production disclosed in writing to Pieridae prior to the execution date of the Arrangement Agreement) shall
not be less than 15,500 BOE/d consisting of a minimum of 90% natural gas;

(g)

Ikkuma’s net undeveloped land position (excluding the ExploreCo Assets) shall not be less than 300,000
acres;

(h)

no act, action, suit, proceeding, objection or opposition shall have been threatened or taken against or
affecting Ikkuma before or by any Government Authority, whether or not having the force of Law and no
Law, regulation, policy, judgment, decision, order, ruling or directive (whether or not having the force of
Law) shall have been proposed, enacted, promulgated, amended or applied, which in the sole judgment of
Pieridae, acting reasonably, in either case has had or, if the Arrangement was consummated, would result in
a Material Adverse Change in Ikkuma or would have a Material Adverse Effect on the ability of the Parties
to complete the Arrangement;

(i)

the Ikkuma Information Circular and other documentation required in connection with the Meeting shall be
mailed to the Ikkuma Shareholders in connection with the Meeting on or before December 31, 2018 or such
other date as agreed to in writing by Pieridae and Ikkuma, provided the failure to mail by such date is not
caused by a material breach of Pieridae’s covenants under the Arrangement Agreement;
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(j)

Ikkuma shall have obtained all necessary consents, waivers, permissions and approvals by or from relevant
third parties, on terms and conditions satisfactory to Pieridae, acting reasonably, including:

(k)

the approval of the Ikkuma Shareholders required for the Arrangement pursuant to the ABCA, the
constating documents of Ikkuma and as required by the Court;

(l)

all applicable consents and waivers pursuant to the Credit Agreement and the Term Loan;

(m)

all applicable consents and waivers of rights of first refusal or other restrictions on the transfer, sale or
assignment of Ikkuma’s assets; and

(n)

releases and registrable discharges in respect of all security interests held by third parties against Ikkuma or
its assets;

(o)

(i) the Change of Control Payments and severance payments shall have been made (or provisions to make
such payments shall have been made to the satisfaction of Pieridae) to the applicable directors, officers and
other Employees of Ikkuma on the Effective Date, prior to the Effective Time in accordance with Section
2.4 of the Arrangement Agreement and the aggregate of all severance and all Change of Control Payments,
whether paid by Ikkuma on or before the Effective Time or payable by Ikkuma thereafter, shall not exceed
$3 million; and (ii) each of the members of the Ikkuma Board, and each of the officers of Ikkuma that are
not continuing in employment with Ikkuma after the Effective Time, shall have provided their written
resignations as directors and officers effective on or before the Effective Time together with a mutual
release, in form and substance satisfactory to Pieridae, acting reasonably, in favour of such directors and
officers and Ikkuma, and the Ikkuma Board shall have been constituted with nominees of Pieridae as of the
Effective Date;

(p)

the aggregate Ikkuma Debt shall not be greater than $66 million plus the CEE Expenditures Amount;

(q)

provided that the Secondary Transaction has closed prior to the Effective Date, all amounts owing pursuant
to the Credit Agreement and Term Loan shall have been repaid and the Credit Agreement and Term Loan
shall have been terminated;

(r)

either (i) Ikkuma shall have completed the Secondary Transaction for aggregate proceeds of not less than
$16 million or (ii) Pieridae shall have procured debt financing (including by way of an assumption of all
amounts owing pursuant to a credit facility entered into by Ikkuma prior to the Closing Date that is agreed
to in writing by Pieridae), and/or completed an equity financing (on commercially reasonable terms) for
aggregate proceeds of not less than $16 million;”

(s)

all outstanding Ikkuma Options shall have been exercised, cancelled or terminated;

(t)

each of the Key Employees and 80% of the Continuing Employees shall have signed and returned the
confirmation of employment terms letter by the Return Date;

(u)

the TSXV shall have approved the listing of the Ikkuma Class A Shares in the capital of Ikkuma that are to
be created and issued pursuant to the Plan of Arrangement, with such listing to be effective at the time such
Ikkuma Class A Shares are to be acquired by Pieridae pursuant to the Plan of Arrangement, failing which,
Ikkuma shall have provided to Pieridae evidence of Ikkuma’s reasonable commercial efforts to procure the
aforementioned approval;

(v)

ExploreCo shall have executed the Non-Solicit Agreement; and

(w)

holders of not more than 5% of the issued and outstanding Ikkuma Shares, in the aggregate, shall have
exercised rights of dissent in relation to the Arrangement.
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The foregoing conditions are for the exclusive benefit of Pieridae and may be asserted by Pieridae regardless of the
circumstances or may be waived by Pieridae, in its sole discretion, in whole or in part, at any time and from time to
time without prejudice to any other rights which Pieridae may have.
Additional Conditions in Favour of the Corporation
The Arrangement Agreement provides that the obligations of Ikkuma to consummate the transactions contemplated
hereby, and in particular the Arrangement, is subject to the satisfaction, on or before the Effective Date or such other
time specified, of the following conditions:
(a)

the representations and warranties made by Pieridae in Section 4.1 of the Arrangement Agreement shall be
true and correct as of the Effective Date as if made on and as of such date (except to the extent such
representations and warranties speak as of an earlier date or except as affected by the transactions
contemplated or permitted by the Arrangement Agreement), except where the failure of such
representations and warranties to be true and correct would not, or would not reasonably be expected to
result in a Material Adverse Change in respect of Pieridae or, would not, or would not reasonably be
expected to, directly or indirectly, adversely affect the completion of the Arrangement in accordance with
its terms, and Pieridae shall have provided to Ikkuma a certificate of a senior officer of Pieridae certifying,
on behalf of Pieridae, as to such matters on the Effective Date;

(b)

Pieridae shall have complied in all respects with its covenants and obligations in the Arrangement
Agreement except where the failure to comply in all respects with its covenants and obligations would not
result or would not reasonably be expected to result in a Material Adverse Change in respect of Pieridae or
would not, or would not reasonably be expected to, materially impede completion of the Arrangement and
Pieridae shall have provided to Ikkuma a certificate of a senior officer of Pieridae certifying, on behalf of
Pieridae, as to such compliance and Ikkuma shall have no actual knowledge to the contrary;

(c)

Pieridae shall have furnished Ikkuma with certified copies of the resolutions duly passed by the board of
directors of Pieridae approving the Arrangement Agreement and the consummation of the transactions
contemplated hereby;

(d)

Pieridae shall have executed the Transportation Agreement;

(e)

Pieridae shall have filed the UFK Application and received an affirmative response from or on behalf of the
German government, which response is confirming in principle the availability of such supplemental
government finance credit guarantee;

(f)

Pieridae shall have received a construction permit from the Nova Scotia Utility and Review Board, with or
without conditions, for the construction of the Goldboro LNG Facility;

(g)

Pieridae shall have provided to Ikkuma evidence of amendment(s) to the FOB LNG Sale and Purchase
Agreement dated May 31, 2013, as amended between Uniper Global Commodities S.E. and Goldboro LNG
Limited Partnership extending deadlines and milestones to reflect anticipated timelines as at the Effective
Date and clarifying that the supply of natural gas is to be derived from an appropriate mix of proven
reserves and from resources reflecting the completion of the Arrangement, in a manner acceptable to
Ikkuma, acting reasonably, failing which, Pieridae shall have provided to Ikkuma evidence of Pieridae’s
reasonable commercial efforts to procure the aforementioned amendments;

(h)

two nominees of Ikkuma (not disqualified from being a director under Section 105(1) of the ABCA, and
that have consented to act) shall be appointed to the board of directors of Pieridae, with one such nominee
to be appointed effective upon closing of the Arrangement and the second such nominee to be appointed at
the first annual general meeting of holders of Pieridae Shares held after completion of the Arrangement;

(i)

provided that in no event shall there be an obligation to repay more than an aggregate of the sum of $66
million plus the CEE Expenditures Amount, Pieridae shall have: (i) procured debt financing (including by
way of an assumption of all amounts owing pursuant to the Term Loan), and/or completed an equity
financing, in each case on commercially reasonable terms, to assume or repay all amounts owing pursuant
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to the Term Loan and unless the Pieridae is assuming the Term Loan, Pieridae shall have repaid, or made
available to Ikkuma sufficient funds to repay, all amounts owing under the Term Loan; and (ii) if Ikkuma
shall not have completed the Secondary Transaction for aggregate proceeds of not less than $16 million,
procured debt financing (including by way of an assumption of all amounts owing pursuant to a credit
facility entered into by Ikkuma prior to the Closing Date that is agreed to in writing by Pieridae), and/or
completed an equity financing on commercially reasonable terms, for not less than $16 million and unless
Pieridae is assuming the credit facility, Pieridae shall have repaid, or made available to Ikkuma sufficient
funds to repay, all amounts owing under the Credit Agreement in the event the Secondary Transaction has
not been completed;
(j)

receipt of the AER Approval unless such approval has not be received prior to the Outside Date;

(k)

there shall not have occurred any change after the date of the Arrangement Agreement, or prior to the date
of the Arrangement Agreement which has not been publicly disclosed or disclosed to Ikkuma in writing
prior to the date of the Arrangement Agreement (or any condition, event or development involving a
prospective change) in the business, affairs, operations, assets, capitalization, financial condition, prospects,
licenses, permits, rights, privileges or liabilities, whether contractual or otherwise, of Pieridae and which, in
the judgment of Ikkuma, acting reasonably, is or would reasonably be expected to cause a Material Adverse
Change with respect to Pieridae or its subsidiaries, taken as a whole;

(l)

no act, action, suit, proceeding, objection or opposition shall have been threatened or taken against or
affecting Pieridae or its subsidiaries before or by any Government Authority, whether or not having the
force of Law and no Law, regulation, policy, judgment, decision, order, ruling or directive (whether or not
having the force of Law) shall have been proposed, enacted, promulgated, amended or applied, which in
the sole judgment of Ikkuma, acting reasonably, in either case has had or, if the Arrangement was
consummated, would result in a Material Adverse Change in Pieridae or its subsidiaries, taken as a whole
or would have a Material Adverse Effect on the ability of the Parties to complete the Arrangement; and

(m)

Pieridae shall have obtained all required third party consents and approvals in respect of the transactions
contemplated hereby on terms and conditions satisfactory to Ikkuma, acting reasonably.

The foregoing conditions are for the exclusive benefit of Ikkuma and may be asserted by Ikkuma regardless of the
circumstances or may be waived by Ikkuma in its sole discretion, in whole or in part, at any time and from time to
time without prejudice to any other rights which Ikkuma may have.
Termination of the Arrangement Agreement
The Arrangement Agreement may be terminated at any time prior to the Effective Date:
(a)

by mutual written consent of Pieridae and Ikkuma;

(b)

by either Pieridae or Ikkuma if the Arrangement Resolution shall have failed to receive the requisite vote of
the Ikkuma Shareholders for approval at the Meeting (including any adjournment or postponement thereof)
in accordance with the Interim Order;

(c)

by either Pieridae or Ikkuma if the Effective Time shall not have occurred on or prior to the Outside Date,
except that the right to terminate the Arrangement Agreement under subsection 8.1(c) of the Arrangement
Agreement shall not be available to any Party whose failure to fulfill any of its obligations has been the
cause of, or resulted in, the failure of the Effective Time to occur by such date;

(d)

as provided in Section 5.4 of the Arrangement Agreement; provided that the Party seeking termination is
not then in breach of the Arrangement Agreement so as to cause any of the conditions set forth in Sections
5.1, 5.2 and 5.3 of the Arrangement Agreement, as applicable, not to be satisfied;

(e)

by Pieridae upon the occurrence of a Pieridae Damages Event as provided in Section 6.1 of the
Arrangement Agreement;
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(f)

by Ikkuma upon the occurrence of
Arrangement Agreement; or

an Ikkuma Damages Event as provided in Section 6.2 of the

(g)

by Ikkuma if it accepts, recommends, approves or enters into an agreement to implement a Superior
Proposal pursuant to subsection 6.1(c) of the Arrangement Agreement; provided that Ikkuma (i) has
complied with its obligations set forth in Section 3.5 of the Arrangement Agreement and (ii) concurrently
pays the amount required pursuant to Section 6.1 of the Arrangement Agreement.

In the event of the termination of the Arrangement Agreement in the circumstances set out in Section 8.1 of the
Arrangement Agreement, the Arrangement Agreement shall forthwith become void and neither Party shall have any
liability or further obligation to the other Party hereunder except with respect to the obligations set forth in or as
otherwise specified in Article 6 of the Arrangement Agreement and subsection 3.1(m) of the Arrangement
Agreement which shall survive such termination. For greater certainty, unless payment is made to either Party by
the other Party pursuant to Section 6.3 of the Arrangement Agreement, nothing contained in Section 8.1 of the
Arrangement Agreement shall relieve either Party from any liability for any breach by it of the Arrangement
Agreement, including from any inaccuracy in any of its representations and warranties and any non-performance by
it of its covenants made in the Arrangement Agreement prior to the date of such termination. No termination of the
Arrangement Agreement shall affect the obligations of the Parties pursuant to the Confidentiality Agreement, except
to the extent specified therein.
Nothing in the Arrangement Agreement shall preclude a Party from seeking injunctive relief to restrain any breach
or threatened breach of the covenants or agreements set forth in the Arrangement Agreement or the Confidentiality
Agreement or otherwise to obtain specific performance of any of such act, covenants or agreements, without the
necessity of posting bond or security in connection therewith.
Damages Events
Pieridae Damages
If at any time after the execution of the Arrangement Agreement:
(a)

other than as a direct result of and in direct response to a material breach or non-performance by Pieridae of
any of its covenants, agreements, representations and warranties in the Arrangement Agreement the Ikkuma
Board fails to unanimously recommend, or changes, withdraws or modifies any of their recommendations
or determinations referred to in subsection 3.2(q) of the Arrangement Agreement in a manner adverse to
Pieridae or shall have resolved to do so prior to the Effective Date, or has failed to publicly reconfirm any
such recommendation upon the written request of Pieridae within three Business Days of such request, or
otherwise fails to mail the Ikkuma Information Circular to the Ikkuma Shareholders containing the
recommendations or determinations referred to in subsection 3.2(q) of the Arrangement Agreement;

(b)

(i) a bona fide Acquisition Proposal (or bona fide intention to make one) is publicly announced, proposed,
offered or made prior to the termination of the Arrangement Agreement; (ii) after such Acquisition
Proposal shall have been made known, made or announced, the Ikkuma Shareholders do not approve the
Arrangement, the Arrangement is not submitted for their approval or the Arrangement is not otherwise
completed in the manner contemplated in the Arrangement Agreement; and (iii) within twelve months of
the date the first Acquisition Proposal is publicly announced, proposed, offered or made a definitive
agreement relating to any Acquisition Proposal is entered into or any Acquisition Proposal is consummated
or effected;

(c)

the Ikkuma Board fails to promptly reaffirm any of its resolutions, recommendations or determinations in
the manner and within the time period set out in subsection 3.5(e) of the Arrangement Agreement;

(d)

Ikkuma accepts, recommends, approves or enters into an agreement to implement a Superior Proposal;

(e)

Ikkuma breaches or is in not in compliance with any of its representations, warranties or covenants made in
the Arrangement Agreement (without giving effect to the materiality qualifiers contained therein) which
breach or non-compliance individually or in the aggregate causes or would reasonably be expected to cause
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a Material Adverse Change with respect to Ikkuma or materially impedes the completion of the
Arrangement and Ikkuma fails to cure such breach within five Business Days after receipt of written notice
thereof from Pieridae (except that no cure period shall be provided for a breach which by its nature cannot
be cured and, in no event, shall any cure period extend beyond the Outside Date);
(each of the above being a “Pieridae Damages Event”), then in the event of the termination of the Arrangement
Agreement pursuant to Section 8.1 of the Arrangement Agreement as a result thereof, Ikkuma shall pay to Pieridae
$3.0 million as liquidated damages in immediately available funds to an account designated by Pieridae within one
Business Day after the first to occur of the events described above, or in respect of subsection (e) above, following
Pieridae’s demand therefor, and after such event but prior to payment of such amount, Ikkuma shall be deemed to
hold such funds in trust for Pieridae; provided that in the case of a Pieridae Damages Event pursuant to subsection
6.1(c) of the Arrangement Agreement such payment shall be made by Ikkuma to Pieridae concurrently with the
acceptance, recommending, approving or entering into of the Superior Proposal by Ikkuma. Ikkuma shall only be
obligated to pay a maximum of $3.0 million pursuant to Section 6.1 of the Arrangement Agreement.
Ikkuma Damages
If at any time after the execution of the Arrangement Agreement, Pieridae breaches or is not in compliance with any
of its representations, warranties or covenants made in the Arrangement Agreement, other than with respect to
subsection 5.3(i) of the Arrangement Agreement (without giving effect to the materiality qualifiers contained
therein), which breach or non-compliance individually or in the aggregate causes or would reasonably be expected
to cause a Material Adverse Change with respect to Pieridae or its subsidiaries, taken as a whole, or materially
impedes the completion of the Arrangement and Pieridae fails to cure such breach within five Business Days after
receipt of written notice thereof from Ikkuma (except that no cure period shall be provided for a breach which by its
nature cannot be cured and, in no event, shall any cure period extend beyond the Outside Date) (an “Ikkuma
Damages Event”), then in the event of the termination of the Arrangement Agreement pursuant to Section 8.1 of the
Arrangement Agreement as a result thereof (provided that no event in the nature of subsections 6.1(a), 6.1(b) or
6.1(c) of the Arrangement Agreement has occurred) Pieridae shall pay to Ikkuma $3.0 million as liquidated damages
in immediately available funds to an account designated by Ikkuma following Ikkuma’s demand therefor, and after
such event but prior to payment of such amount, Pieridae shall be deemed to hold such funds in trust for Ikkuma.
Pieridae shall only be obligated to pay a maximum of $3.0 million pursuant to Section 6.2 of the Arrangement
Agreement. Notwithstanding the foregoing, in the event Pieridae fails to satisfy the obligation set forth in
subsection 5.3(i)(i) of the Arrangement Agreement and the Arrangement Agreement is terminated pursuant to
Section 8.1 of the Arrangement Agreement as a result thereof Pieridae shall pay to Ikkuma $500,000 as expense
reimbursement in immediately available funds to an account designated by Ikkuma following Ikkuma’s demand
therefor, and after such event but prior to payment of such amount, Pieridae shall be deemed to hold such funds in
trust for Ikkuma which payment shall be the sole remedy for the failure to satisfy such obligation.
Amendment
The Arrangement Agreement may at any time and from time to time before or after the holding of the Meeting be
amended by written agreement of the Parties hereto without, subject to applicable Laws, further notice to or
authorization on the part of their respective securityholders and any such amendment may, without limitation:
(a)

change the time for performance of any of the obligations or acts of the Parties;

(b)

waive any inaccuracies or modify any representation or warranty contained in the Arrangement Agreement
or in any document delivered pursuant thereto;

(c)

waive compliance with or modify any of the covenants contained in the Arrangement Agreement and waive
or modify performance of any of the obligations of the Parties; or

(d)

waive compliance with or modify any other conditions precedent contained in the Arrangement Agreement,

provided that no such amendment reduces or materially adversely affects the consideration to be received by an
Ikkuma Shareholder without approval by the Ikkuma Shareholders given in the same manner as required for the
approval of the Arrangement or as may be ordered by the Court.
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EXPLORECO CONVEYANCE AGREEMENT
The following is a summary only of the material terms of the ExploreCo Conveyance Agreement. Ikkuma
Shareholders are urged to read the ExploreCo Conveyance Agreement, a copy of which has been filed under
Ikkuma’s SEDAR profile at www.sedar.com.
Conveyance of the ExploreCo Assets
Pursuant to the Arrangement Agreement, Ikkuma, as the sole shareholder of ExploreCo, covenanted and agreed to
cause ExploreCo to take all steps, to do and perform all such acts and things and to execute and deliver all such
agreements, documents and other instruments, on a reasonable commercial basis, as are necessary or desirable to
effect and complete the execution of the ExploreCo Conveyance Agreement and the transactions contemplated
therein and in the Plan of Arrangement in accordance with the terms and conditions of the Arrangement Agreement
and thereof.
Ikkuma and ExploreCo entered into the ExploreCo Conveyance Agreement, whereby Ikkuma transferred all of the
ExploreCo Assets to ExploreCo on an “as is, where is” basis and without relying on any representations or
warranties, on September 21, 2018. AER Approval for the transfer of the ExploreCo Assets was received on
October 26, 2018. See “The Arrangement Agreement – Conditions of Closing”.
The Consideration
Ikkuma transferred the ExploreCo Assets in consideration for nine (9) ExploreCo Shares and ExploreCo’s
agreement and undertaking to issue to Ikkuma, immediately prior to the Effective Time, the ExploreCo Warrants,
which consideration was determined to have a fair market value equal to the purchase price of $12,500,000 and in
determining the purchase price, the parties took into account, among other things, ExploreCo’s assumption of
responsibility for the Assumed Liabilities.
See also “General Development of the Business – The ExploreCo Conveyance Agreement” in Appendix D –
“Information Concerning ExploreCo”.
PRINCIPAL LEGAL MATTERS
Court Approval and Completion of the Arrangement
An arrangement under the ABCA requires Court approval. See “The Arrangement – Procedure for the Arrangement
Becoming Effective – Court Approval”.
Assuming that the Final Order is granted, and that the other conditions set forth in the Arrangement Agreement are
satisfied or waived by the Party or Parties for whose benefit they exist, then the Articles of Arrangement will be
filed with the Registrar to give effect to the Arrangement and all other arrangements and documents necessary to
complete the Arrangement will be delivered as soon as reasonably practicable thereafter. Subject to receipt of the
Final Order and the satisfaction of the other conditions to the completion of the Arrangement, Ikkuma currently
expects the Effective Date of the Arrangement to occur in the fourth quarter of 2018.
Canadian Securities Laws Matters
MI 61-101
MI 61-101 is intended to regulate certain transactions to ensure equality of treatment among securityholders,
generally requiring enhanced disclosure, approval by a majority of securityholders excluding interested or related
parties, independent valuations and, in certain instances, approval and oversight of the transaction by a special
committee of independent directors. The protections of MI 61-101 generally apply to “business combinations” that
terminate the interests of securityholders without their consent.
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The Arrangement may be considered a “business combination” under MI 61-101 because the payments to and
benefits to be received by officers and directors of Ikkuma described under the headings “The Arrangement –
Interests of Directors and Executive Officers in the Arrangement” may be considered a “collateral benefit” for the
purposes of MI 61-101.
For the purposes of MI 61-101, directors and officers of Ikkuma receive a “collateral benefit” if they are entitled to
receive, subject to certain exceptions, directly or indirectly, as a consequence of the Arrangement, an increase in
salary, a lump sum payment, a payment for surrendering securities, or other enhancement in benefits related to past
or future services as an employee, director or consultant of Ikkuma or of another person, regardless of the existence
of any offsetting costs to the related party or whether the benefit is provided, or agreed to, by Ikkuma or another
party to the Arrangement.
Each of the directors and officers of Ikkuma holds Ikkuma Shares, Ikkuma Options and/or Warrants. The Ikkuma
Board has approved the vesting of all outstanding Ikkuma Options, conditional upon the Effective Time occurring,
in order that all outstanding Ikkuma Options shall be fully vested and may be exercised in connection with the
Arrangement. In addition, one officer of Ikkuma will receive a change of control payment pursuant to his
Employment Agreement as a result of the Arrangement. The other employees will be entitled to receive a retention
bonus in certain circumstances. The accelerated vesting of Ikkuma Options and the receipt of change of control
amounts may be considered to be “collateral benefits” received by the applicable directors and officers of Ikkuma
for the purposes of MI 61-101. See “The Arrangement – Interests of Directors and Executive Officers in the
Arrangement” for information regarding the benefits and other payments to be received by each of the directors and
officers of Ikkuma in connection with the Arrangement.
MI 61-101 expressly excludes benefits from being “collateral benefits” if such benefits are received solely in
connection with the related party’s services as an employee, director or consultant under certain circumstances,
including where the related party beneficially owns or exercises control or direction over less than 1% of the
outstanding securities at the time the Arrangement was agreed to and: (i) the benefit is not conferred for the purpose,
in whole or in part, of increasing the value of the consideration paid to the related party for securities relinquished
under the transaction; (ii) the conferring of the benefit is not, by its terms, conditional on the related party supporting
the transaction is any manner; and (iii) full particulars of the benefit are disclosed in the disclosure document for the
transaction.
Benefits are also expressly excluded from being “collateral benefits” if: (i) the related party discloses to an
independent committee the amount of the consideration that the related party expects that it will be beneficially
entitled to receive under the terms of the transaction in exchange for equity securities beneficially owned by the
related party; (ii) the independent committee, acting in good faith, determines that the value of the benefit, net of any
offsetting costs to the related party, is less than 5% of the value referred to in (i); and (iii) the independent
committee’s determination is disclosed in the disclosure document for the transaction.
Each of Kimberley Benders, Dorothy Else, Charle Gamba, Michael Kohut, James (Rich) Rowe and John Van de Pol
beneficially owns or exercises control or direction over less than 1% of the outstanding securities at the time the
Arrangement was agreed to. In addition, an independent committee of the Ikkuma Board, consisting of Dorothy
Else, Charle Gamba and Michael Kohut, has determined that the value of any benefit to be received by each of
David Anderson and Robert Dales in connection with the Arrangement is less than 5% of the total value of the
consideration they expect to be entitled to receive under the Arrangement in exchange for their respective securities.
Therefore each of David Anderson and Robert Dales will not receive a “collateral benefit” (as defined in MI 61101). However, each of Timothy de Freitas, Gregory Feltham, William Guinan and Yvonne McLeod will receive a
“collateral benefit” (as defined in MI 61-101). See “The Arrangement – Interests of Directors and Executive Officers
in the Arrangement” for detailed information regarding the benefits and other payments to be received by each of
the directors and officers in connection with the Arrangement.
Accordingly, the Arrangement Resolution requires “minority approval” in accordance with MI 61-101 and must be
approved by a majority of the votes cast by Ikkuma Shareholders after excluding those votes attaching to Ikkuma
Shares beneficially owned, or over which control or direction is exercised, by each of Timothy de Freitas, Gregory
Feltham, William Guinan and Yvonne McLeod. The number of Ikkuma Shares beneficially owned, or over which
control or direction is exercised, by Timothy de Freitas, Gregory Feltham, William Guinan and Yvonne McLeod and
for which the votes attached to which will be excluded in determining minority approval of the Arrangement
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Resolution is 2,186,790 Ikkuma Shares representing approximately 2.00% of the issued and outstanding Ikkuma
Shares (on a non-diluted basis).
Although the Arrangement is considered a “business combination” under MI 61-101, Ikkuma is not required to
obtain a “formal valuation” under MI 61-101.
Resale of Securities Received in the Arrangement
Pieridae Shares, ExploreCo Shares and ExploreCo Warrants to be issued to Ikkuma Shareholders pursuant to the
Arrangement will be issued in reliance on exemptions from the prospectus requirements of applicable Securities
Laws in Canada and will generally not be subject to any resale restrictions under applicable Securities Laws in
Canada (provided the conditions set out in subsection 2.6(3) of National Instrument 45-102 – Resale of Securities,
are satisfied). Ikkuma Shareholders should consult with their own financial and legal advisors with respect to the
tradability of Pieridae Shares, ExploreCo Shares and ExploreCo Warrants received on completion of the
Arrangement.
United States Securities Laws Matters
Pieridae Shares, ExploreCo Shares and ExploreCo Warrants issuable to Ikkuma Shareholders in exchange for their
Ikkuma Shares under the Arrangement have not been and will not be registered under the U.S. Securities Act, and
such securities will be issued in reliance upon the exemption from the registration requirements of the U.S.
Securities Act provided by Section 3(a)(10) thereof. Section 3(a)(10) exempts the issuance of securities issued in
exchange for one or more bona fide outstanding securities from the general requirement of registration where the
terms and conditions of the issuance and exchange of such securities have been approved by any court of competent
jurisdiction, after a hearing upon the fairness of the terms and conditions of the issuance and exchange at which all
persons to whom the securities will be issued have the right to appear and receive timely notice thereof. The Court
is authorized to conduct a hearing at which the fairness of the terms and conditions of the Arrangement will be
considered. The Court granted the Interim Order on November 13, 2018 and, subject to the approval of the
Arrangement by the Ikkuma Shareholders, a hearing on the Arrangement will be held on December 18, 2018 by the
Court.
Pieridae Shares, ExploreCo Shares and ExploreCo Warrants to be received by Ikkuma Shareholders pursuant to the
Arrangement will be freely tradable under the U.S. Securities Act, except by persons who are “affiliates” of Pieridae
and ExploreCo after the Arrangement or were affiliates of Pieridae within 90 days prior to completion of the
Arrangement. Persons who may be deemed to be “affiliates” of an issuer include individuals or entities that control,
are controlled by, or are under common control with, the issuer, whether through ownership of voting securities, by
contract or otherwise, and generally include executive officers and directors of the issuer as well as principal
shareholders of the issuer.
Any resale of such Pieridae Shares, ExploreCo Shares and ExploreCo Warrants by such an affiliate (or, if
applicable, former affiliate) may be subject to the registration requirements of the U.S. Securities Act, absent an
exemption therefrom. Subject to certain limitations, such affiliates (and former affiliates) may immediately resell
such Pieridae Shares, ExploreCo Shares and ExploreCo Warrants outside the United States without registration
under the U.S. Securities Act pursuant to and in accordance with Regulation S under the U.S. Securities Act. Such
Pieridae Shares, ExploreCo Shares and ExploreCo Warrants may also be resold in transactions completed in
accordance with Rule 144 under the U.S. Securities Act, if available.
The foregoing discussion is only a general overview of certain requirements of the U.S. Securities Act applicable to
the resale of Pieridae Shares to be received upon completion of the Arrangement. All holders of such securities
are urged to consult with counsel to ensure that the resale of their securities complies with applicable
securities legislation.
Judicial Developments
The Plan of Arrangement will be implemented pursuant to Section 193 of the ABCA, which provides that, where it
is impractical to effect an arrangement under any other provision of the ABCA, a corporation may apply to the
Court for an order approving the arrangement proposed by such corporation. An application will be made by
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Corporation for approval of the Arrangement pursuant to this section of the ABCA. See “The Arrangement –
Procedure for the Arrangement Becoming Effective – Court Approval”. Although there have been a number of
judicial decisions considering this section and applications to various arrangements, there have not been, to the
knowledge of Ikkuma, any recent significant decisions that would apply in this instance. Ikkuma Shareholders
should consult their legal advisors with respect to the legal rights available to them in relation to the
Arrangement.
Other Required Regulatory Approvals
To the best knowledge of the Corporation, there are no filings, consents, waiting periods or approvals required to be
made with, applicable to, or required to be received from any Governmental Authority in connection with the
Arrangement except as described below and the Court’s approval of the Final Order, which will be sought on or
about December 18, 2018 and which is a condition to the completion of the Arrangement.
Competition Act Approval
Part IX of the Competition Act requires that the parties to certain classes of transactions provide prescribed
information to the Commissioner where the applicable thresholds set out in sections 109 and 110 of the Competition
Act are exceeded and no exemption applies (Notifiable Transactions).
Subject to certain limited exemptions, a Notifiable Transaction cannot be completed until the parties to the
transaction have each submitted the information prescribed pursuant to Subsection 114(1) of the Competition Act (a
Notification) to the Commissioner and the applicable waiting period has expired or been terminated early by the
Commissioner.
The waiting period is 30 days after the day on which the parties to the Notifiable Transaction have both submitted
their respective Notifications, provided that, before the expiry of this period, the Commissioner has not notified the
parties that he requires additional information that is relevant to the Commissioner’s assessment of the transaction
pursuant to Subsection 114(2) of the Competition Act (a Supplementary Information Request). If the Commissioner
provides the parties with a Supplementary Information Request, then the Notifiable Transaction cannot be
completed until 30 days after compliance with such Supplementary Information Request, provided that there is no
order issued by the Competition Tribunal in effect prohibiting completion at the relevant time.
A Notifiable Transaction may be completed without complying with the Notification requirement if the
Commissioner issues an advance ruling certificate (an ARC) on the basis that he is satisfied that there are not
sufficient grounds on which to apply to the Competition Tribunal for an order challenging the transaction; or a
Notifiable Transaction may be completed before the end of the applicable waiting period if the Commissioner
notifies the parties that he does not, at that time, intend to challenge the transaction by making an application under
section 92 of the Competition Act (a No Action Letter). An ARC exempts the parties from the Notification
requirements under the Competition Act and bars the Commissioner from bringing an application challenging the
transaction, provided the transaction is substantially completed within one year. A No Action Letter waives the
formal Notification requirements under the Competition Act and confirms that the Commissioner does not intend at
that time to challenge the transaction, but the Commissioner reserves the right to challenge the transaction before the
Competition Tribunal at any time within one year of the transaction being completed.
The parties to a Notifiable Transaction may apply to the Commissioner for an ARC or a No Action Letter as an
alternative or in addition to filing Notifications.
Whether or not a merger is subject to notification under Part IX of the Competition Act, the Commissioner can
apply to the Competition Tribunal for a remedial order under section 92 of the Competition Act at any time before
the merger has been completed or, if completed, within one year after it was substantially completed, provided that,
subject to certain exceptions, the Commissioner did not issue an ARC in respect of the merger. On application by
the Commissioner under section 92 of the Competition Act, the Competition Tribunal may, where it finds that the
merger prevents or lessens, or is likely to prevent or lessen, competition substantially, order that the merger not
proceed or, if completed, order its dissolution or the disposition of some of the assets or shares involved in the
merger; in addition to, or in lieu thereof, with the consent of the person against whom the order is directed and the
Commissioner, the Competition Tribunal may order a person to take any other action. The Competition Tribunal is
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prohibited from issuing a remedial order where it finds that the merger or proposed merger has brought or is likely
to bring about gains in efficiency that will be greater than, and will offset, the effects of any prevention or lessening
of competition that will result or is likely to result from the merger and that the gains in efficiency would not likely
be attained if the order were made. Where the Commissioner brings an application under section 92 of the
Competition Act, he may also bring an application to enjoin closing of a proposed merger pending the Competition
Tribunal’s disposition of the Commissioner’s section 92 application.
The transactions contemplated by the Arrangement Agreement are a Notifiable Transaction. Pieridae filed a request
to the Commissioner to issue an ARC or, in the alternative, a No Action Letter, on October 12, 2018. In response to
such request, on October 25, 2018, the Commissioner issued an ARC in respect of the transactions contemplated by
Arrangement Agreement.
Canada Transportation Act Approval
The transactions contemplated by the Arrangement Agreement also may be subject to notification under subsection
53.1(1) of the Canada Transportation Act and, in such event, cannot be completed until the federal Minister of
Transport has provided his opinion that the transactions contemplated by the Arrangement Agreement do not raise
issues with respect to the public interest as it relates to national transportation or, if such notice is not provided, the
Governor in Council approves the transaction under the Canada Transportation Act. While Pieridae and Ikkuma are
of the view that the Canada Transportation Act likely does not apply to the transactions contemplated by the
Arrangement Agreement, as a precaution Pieridae filed a notice under the Canada Transportation Act to the Minister
of Transport on October 12, 2018.
PRINCIPAL CANADIAN FEDERAL INCOME TAX CONSIDERATIONS
In the opinion of Borden Ladner Gervais LLP, counsel to the Corporation (“Counsel”), the following is a fair and
adequate summary, as of the date hereof, of the principal Canadian federal income tax considerations generally
applicable to a person who is a beneficial owner of Ikkuma Shares in respect of the transactions described herein,
and who, for all purposes of the Tax Act and at all relevant times: (a) deals at arm’s length with the Corporation,
ExploreCo and Pieridae; (b) is not affiliated with any of the Corporation, ExploreCo and Pieridae; and (c) holds the
Ikkuma Shares and any Ikkuma Class A Shares, ExploreCo Shares, ExploreCo Warrants and Pieridae Shares
(collectively, “Securities”) as capital property.
Securities will generally be considered to be capital property unless the Holder uses or holds such securities in the
course of carrying on a business of buying or selling securities or acquired such securities in one or more
transactions considered to be an adventure or concern in the nature of trade with respect to such Securities.
This summary is not applicable to a Holder: (a) that is a “financial institution”, as defined in subsection 142.2(1) of
the Tax Act for the purposes of the mark-to-market rules therein; (b) that is a “specified financial institution”, as
defined in subsection 248(1) of the Tax Act; (c) an interest in which is a “tax shelter”, as defined in subsection
237.1(1) of the Tax Act, or a “tax shelter investment”, as defined in subsection 143.2 of the Tax Act; (d) that reports
its “Canadian tax results”, as defined in subsection 261(1) of the Tax Act, in a currency other than Canadian
currency; (e) who has entered into or will enter into, in respect of any of the Securities, a “derivative forward
agreement” or a “synthetic disposition arrangement”, each as defined in subsection 248(1) of the Tax Act; (f) that is
a partnership; (g) who has acquired or will acquire Securities pursuant to a stock option agreement or any employee
incentive plan, including Optionholders; (h) who holds warrants or other rights to acquire shares of the Corporation,
including Equity Warrants and Term Loan Warrants; or (g) that is exempt from tax under Part I of the Tax Act,
except for the limited discussion under the heading “Principal Canadian Federal Income Tax Considerations –
Eligibility for Investment”. Such Holders should consult their own tax advisors to determine the tax consequences to
them of the acquisition, holding and disposition of Securities. In addition, this summary does not address the
deductibility of interest by a Holder who has borrowed money, or will borrow money, to acquire Securities.
This summary is based on the facts set out in this Information Circular, the current provisions of the Tax Act and the
regulations thereunder (the “Tax Regulations”) in force as of the date hereof, all specific proposals to amend the
Tax Act publicly announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof (the “Tax
Proposals”), Counsel’s understanding of the current administrative policies and assessing practices of the CRA
made publicly available prior to the date hereof, and certificates as to certain factual matters from an officer of the
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Corporation. Except for the Tax Proposals, this summary does not take into account or anticipate any changes in
law, whether by legislative, governmental or judicial action, or changes in the CRA’s administrative policies or
assessing practices, nor does it take into account or consider any other Canadian federal tax considerations or any
provincial, territorial or foreign considerations, which may differ materially from those discussed herein. This
summary assumes that the Tax Proposals will be enacted as currently proposed, but no assurance can be given that
this will be the case. There can be no assurance that the CRA will not change its administrative policies or assessing
practices. The Corporation has not obtained, nor sought, an advance tax ruling from the CRA in respect of any of the
matters discussed herein.
This summary is of a general nature only and is not exhaustive of all possible Canadian federal income tax
considerations. This summary is not intended to be, nor should it be construed to be, legal or tax advice or
representations to any particular Holder. Accordingly, each Holder should obtain independent advice
regarding the income tax consequences of acquiring, holding and disposing of Securities pursuant to the
Arrangement.
Holders Resident in Canada
The following part of this summary is applicable to a Holder who, at all relevant times, is or is deemed to be resident
in Canada for the purposes of the Tax Act and any applicable income tax treaty (each, a “Resident Holder”).
Certain Resident Holders (other than certain traders or dealers in securities) whose Ikkuma Shares, Ikkuma Class A
Shares, and Pieridae Shares might not otherwise constitute capital property may be entitled to make an irrevocable
election pursuant to subsection 39(4) of the Tax Act to have their Ikkuma Shares, Ikkuma Class A Shares, Pieridae
Shares and every other “Canadian security” (as defined in subsection 39(6) of the Tax Act) owned or subsequently
acquired by them deemed to be capital property for the purposes of the Tax Act. ExploreCo Shares and ExploreCo
Warrants are not expected to qualify for the subsection 39(4) election. Resident Holders contemplating a
subsection 39(4) election should first consult with their own tax advisors.
Ikkuma Reorganization
A Resident Holder (other than a Dissenting Shareholder) who exchanges his, her or its Ikkuma Shares for Ikkuma
Class A Shares, ExploreCo Shares and ExploreCo Warrants pursuant to the Arrangement (the “Ikkuma
Reorganization”) will be deemed to have received a taxable dividend equal to the amount, if any, by which the fair
market value of the ExploreCo Shares and ExploreCo Warrants distributed to the Resident Holder on the Ikkuma
Reorganization exceeds the paid-up capital of the Resident Holder’s Ikkuma Shares determined immediately before
the Ikkuma Reorganization. Any such taxable dividend will be taxable as described under the heading “Principal
Canadian Federal Income Tax Considerations – Holders Resident in Canada – Taxation of Dividends”.
An officer of the Corporation has informed Counsel that the Corporation expects that the aggregate fair market value
of all ExploreCo Shares and ExploreCo Warrants distributed to Ikkuma Shareholders on the Ikkuma Reorganization
under the Arrangement will not exceed the paid-up capital of the Ikkuma Shares. Accordingly, the Corporation does
not expect that any Resident Holder will be deemed to receive a taxable dividend on the Ikkuma Reorganization.
However, and notwithstanding that the Corporation’s management considers its expectation to be reasonable,
whether this expectation is correct is a question of fact that can only be determined at the time of the Ikkuma
Reorganization. Any such determination made by the Corporation is not binding on the CRA or any particular
Resident Holder.
A Resident Holder who exchanges his, her or its Ikkuma Shares for Ikkuma Class A Shares, ExploreCo Shares and
ExploreCo Warrants will also realize a capital gain equal to the amount, if any, by which the aggregate fair market
value of such Exploreco Shares and ExploreCo Warrants at the time of the Ikkuma Reorganization, less the amount
of any taxable deemed dividend to be received by the Resident Holder as described above, exceeds the total of: (a)
the adjusted cost base, as defined in the Tax Act, to the Resident Holder of the Ikkuma Shares immediately before
the Ikkuma Reorganization; and (b) the Resident Holder’s reasonable costs of disposition. The taxation of capital
gains and capital losses is described below under the heading “Principal Canadian Federal Income Tax
Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital Losses.”

48

A Resident Holder will acquire: (a) the ExploreCo Shares and ExploreCo Warrants received on the Ikkuma
Reorganization at a cost equal to their fair market value, respectively, at the time of the Ikkuma Reorganization; and
(b) the Ikkuma Class A Shares received on the Ikkuma Reorganization at a cost equal to the amount, if any, by
which the adjusted cost base of the Resident Holder’s Ikkuma Shares immediately before the Ikkuma
Reorganization exceeds the aggregate fair market value of the ExploreCo Shares and ExploreCo Warrants received
by the Resident Holder on and at the time of the Ikkuma Reorganization.
Share Exchange
After the Ikkuma Reorganization, Resident Holders (other than Dissenting Shareholders) will dispose of their
Ikkuma Class A Shares solely in exchange for Pieridae Shares pursuant to the Arrangement (the “Share
Exchange”). Where a Resident Holder does not choose to recognize a capital gain (or capital loss) in respect of the
Share Exchange, such Resident Holder will be deemed pursuant to section 85.1 of the Tax Act, and provided the
requirements thereof have been satisfied, to have disposed of the Ikkuma Class A Shares for proceeds of disposition
equal to the Resident Holder’s adjusted cost base (as defined in the Tax Act) of the Ikkuma Class A Shares,
determined immediately before the exchange and as described above in respect of the Ikkuma Reorganization, and
the Resident Holder will be deemed to have acquired the Pieridae Shares at an aggregate cost equal to the proceeds
of disposition of the Ikkuma Class A Shares. This cost will be averaged with the adjusted cost base of all other
Pieridae Shares held by the Resident Holder for the purposes of determining the adjusted cost base of each Pieridae
Share held by the Resident Holder.
Where a Resident Holder chooses to recognize a capital gain (or capital loss) on the Share Exchange, the Resident
Holder will realize a capital gain (or capital loss) equal to the amount, if any, by which the aggregate fair market
value of the Pieridae Shares received exceeds (or is less than) the total of: (a) the adjusted cost base, as defined in
the Tax Act, to the Resident Holder of the Ikkuma Class A Shares immediately before the Share Exchange and as
described above in respect of the Ikkuma Reorganization; and (b) the Resident Holder’s reasonable costs of
disposition. For a description of the tax treatment of capital gains and capital losses, see “Principal Canadian
Federal Income Tax Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital Losses”
below. The cost of the Pieridae Shares acquired on the Share Exchange will be equal to the fair market value
thereof. This cost is generally averaged with the adjusted cost of all other Pieridae Shares held by the Resident
Holder for the purpose of determining the adjusted cost base of each Pieridae Share held by the Resident Holder.
Disposition of ExploreCo Shares, ExploreCo Warrants and Pieridae Shares
A Resident Holder who disposes or is deemed for the purposes of the Tax Act to have disposed of an ExploreCo
Share, an ExploreCo Warrant (other than upon the exercise or expiry thereof, as described below) or a Pieridae
Share (other than upon a disposition to the issuer thereof, subject to certain detailed exceptions in the Tax Act) will
generally realize a capital gain (or capital loss) in the taxation year of disposition equal to the amount, if any, by
which the proceeds of disposition are greater (or less) than the total of: (a) the adjusted cost base, as defined in the
Tax Act, to the Resident Holder of the ExploreCo Share, ExploreCo Warrant or Pieridae Share, as the case may be,
immediately before the disposition or deemed disposition; and (b) the Resident Holder’s reasonable costs of the
disposition. The taxation of capital gains and capital losses is described below under the heading “Principal
Canadian Federal Income Tax Considerations – Holders Resident in Canada – Taxation of Capital Gains and
Capital Losses”.
Exercise or Expiry of ExploreCo Warrants
The exercise of an ExploreCo Warrant for an ExploreCo Share will generally be deemed not to be a disposition of
property and therefore no gain or loss will result. The cost to a Resident Holder of an ExploreCo Share acquired on
the exercise of the ExploreCo Warrant will generally be equal to the sum of the adjusted cost base of the ExploreCo
Warrant and the amount paid by the Resident Holder to exercise such ExploreCo Warrant. The adjusted cost base at
a particular time to a Resident Holder of an ExploreCo Share acquired on the exercise of an ExploreCo Warrant or
otherwise is generally determined by averaging the cost of such ExploreCo Share with the adjusted cost base of all
ExploreCo Shares held by the Resident Holder as capital property at that time.
The expiry of an unexercised ExploreCo Warrant will constitute a disposition of that ExploreCo Warrant for nil
proceeds of disposition, resulting in the Resident Holder realizing a capital loss in the amount equal to the adjusted
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cost base of such ExploreCo Warrant to the Resident Holder immediately prior to its expiry. The taxation of capital
gains and capital losses is described below under the heading “Principal Canadian Federal Income Tax
Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital Losses”.
Taxation of Dividends
A Resident Holder will be required to include in computing its income for a taxation year any dividend received or
deemed to be received on the Ikkuma Reorganization, on an Ikkuma Class A Share, on an ExploreCo Share or on a
Pieridae Share, as the case may be.
In the case of a Resident Holder that is an individual (other than certain trusts), such dividend or deemed dividend
will be subject to the gross-up and dividend tax credit rules normally applicable under the Tax Act to dividends
received from taxable Canadian corporations. Dividends that are designated by Ikkuma, ExploreCo or Pieridae as
“eligible dividends” will be subject to an enhanced gross-up and tax credit regime, pursuant to the rules in the Tax
Act. There may be limitations on the ability of Ikkuma, ExploreCo and Pieridae to designate dividends as eligible
dividends.
In the case of a Resident Holder that is a corporation, the amount of any dividend that is included in its income for a
taxation year will generally be deductible in computing its taxable income for that taxation year. A Resident Holder
that is a “private corporation” or a “subject corporation”, each as defined in the Tax Act, will generally be liable to
pay a refundable tax under Part IV of the Tax Act on dividends received or deemed to be received on the Ikkuma
Reorganization, on a Ikkuma Class A Share, on an ExploreCo Share and on a Pieridae Share, to the extent such
dividends are deductible in computing the Resident Holder’s taxable income for the year. In certain circumstances,
subsection 55(2) of the Tax Act will treat a dividend received or deemed to be received by a Resident Holder that is
a corporation as proceeds of disposition or a capital gain. Resident Holders that are corporations should consult their
own tax advisors having regard to the potential application of this provision to their own particular circumstances.
Taxation of Capital Gains and Capital Losses
A Resident Holder must include in income for a taxation year one-half of any capital gain (a “taxable capital gain”)
realized by the Resident Holder on the disposition or deemed disposition of an Ikkuma Share, a Ikkuma Class A
Share, an ExploreCo Share, an ExploreCo Warrant or a Pieridae Share in the year. The Resident Holder must deduct
one-half of the amount of any capital loss (“allowable capital loss”) realized by the Resident Holder in a taxation
year on the disposition or deemed disposition of an Ikkuma Share, an Ikkuma Class A Share, an ExploreCo Share,
an ExploreCo Warrant or a Pieridae Share from taxable capital gains realized in such year. Allowable capital losses
in excess of taxable capital gains realized by the Resident Holder in a taxation year may be carried back and
deducted in any of the three preceding taxation years or carried forward and deducted against net taxable capital
gains in any subsequent year, subject to the detailed provisions of the Tax Act.
The amount of any capital loss otherwise realized by a Resident Holder that is a corporation or a trust (other than a
mutual fund trust) on the disposition or deemed disposition of an Ikkuma Share, Ikkuma Class A Share, ExploreCo
Share or Pieridae Share may be reduced by the amount of any dividends received or deemed to have been received
by it on such share to the extent and in the circumstances prescribed by the Tax Act.
In the context of the disposition of ExploreCo Shares, the Tax Act entitles individuals to a lifetime exemption from
tax on up to $848,252 (indexed for dispositions occurring after 2018) of capital gains realized on the sale of a share
which is a “qualified small business corporation share”, as defined in the Tax Act. An individual’s entitlement to
utilize this capital gains exemption and to realize the full benefit thereof is subject to a number of restrictions,
limitations and conditions, including that the corporation must qualify as a “Canadian-controlled private
corporation”, as defined in the Tax Act. The rules relating to the use of the exemption in respect of the disposition of
ExploreCo Shares are complex. No opinion is provided herein by Counsel as to the qualification of the
ExploreCo Shares as qualified small business corporation shares for the purposes of the capital gains
exemption. Resident Holders are urged to consult with their tax advisors with respect to the availability of
the exemption on a disposition of ExploreCo Shares.
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Refundable Tax
A Resident Holder that is a Canadian-controlled private corporation, as defined in the Tax Act, will be subject to a
refundable tax in respect of its aggregate investment income for the year, which may include any capital gains
realized on a disposition of Securities, and any dividends or deemed dividends that are not deductible by the
Canadian-controlled private corporation in computing its taxable income.
Minimum Tax
A Resident Holder who is an individual (other than certain specified trusts) may have an increased liability for
alternative minimum tax as a result of capital gains realized on a disposition of Securities.
Dissenting Shareholders
A Dissenting Shareholder to whom Pieridae consequently pays the fair value of his, her or its Ikkuma Shares will
realize a capital gain (or capital loss) to the extent that the amount paid by Pieridae for those Ikkuma Shares
(excluding interest) exceeds (or is exceeded by) the total of: (a) the adjusted cost base, as defined in the Tax Act, to
the Resident Holder of the Ikkuma Shares immediately before the Effective Time; and (b) the Resident Holder’s
reasonable costs of disposition. The taxation of capital gains and capital losses is described above under the heading
“Principal Canadian Federal Income Tax Considerations – Holders Resident in Canada – Taxation of Capital
Gains and Capital Losses.”
Any interest awarded by the Court to a Dissenting Shareholder will be included in such Resident Holder’s income
for the purposes of the Tax Act. Resident Holders who are contemplating exercising their Dissent Rights should
consult their own tax advisors.
Eligibility for Investment
The Ikkuma Class A Shares and the Pieridae Shares, if issued on the date hereof, would be qualified investments
under the Tax Act for trusts governed by a registered retirement savings plan (“RRSP”), a registered retirement
income fund (“RRIF”), a registered education savings plan (“RESP”), a deferred profit sharing plan (“DPSP”), a
registered disability savings plan (“RDSP”) or a tax-free savings account (“TFSA”), each as defined in the Tax Act,
(collectively “Exempt Plans”) at any particular time, provided that, at that time, the Ikkuma Class A Shares or the
Pieridae Shares, as the case may be, are listed on a “designated stock exchange” for the purposes of the Tax Act
(which currently includes the TSXV).
The ExploreCo Shares and ExploreCo Warrants, if issued on the date hereof, would be qualified investments on
such date under the Tax Act for a RESP, RRIF, RRSP or TFSA provided that: (a) ExploreCo is a “specified small
business corporation” (“SSBC”) for the purposes of the Tax Regulations; (b) the ExploreCo Shares and the
ExploreCo Warrants, as the case may be, are not a “prohibited investment” in respect of the particular RESP, RRIF,
RRSP or TFSA; and (c) in the case of the ExploreCo Warrants, ExploreCo is not a person who is an annuitant, a
beneficiary, an employer or a subscriber under, or on behalf of, the particular Exempt Plan, and ExploreCo deals at
arm’s length with all such perosns.
In order to qualify as a SSBC, ExploreCo must satisfy several technical requirements set forth in the Tax Act. An
officer of Ikkuma has represented to Counsel that ExploreCo anticipates meeting the requirements to qualify as a
SSBC immediately after the Ikkuma Reorganization. However, no assurance can be provided that ExploreCo will
qualify as an SSBC.
Securities of a particular corporation will generally be a “prohibited investment”, as defined in subsection 207.01 of
the Tax Act, for a RRSP, RRIF, RESP, RDSP or TFSA if the annuitant of the RRSP or RRIF, the subscriber of the
RESP or the holder of the TFSA or RDSP, as the case may be: (a) does not deal at arm’s length with the particular
corporation for the purposes of the Tax Act; or (b) has a “significant interest”, as defined in subsection 207.04(4) of
the Tax Act, in the particular corporation. A “significant interest” generally includes, but is not limited to, the
ownership of 10% or more of any class of issued shares of the particular corporation. In addition, securities of a
particular corporation will generally not be a “prohibited investment” if they are “excluded property”, as defined in
subsection 207.01(1) of the Tax Act.
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Notwithstanding that the Ikkuma Class A Shares, the Pieridae Shares, the ExploreCo Shares and the ExploreCo
Warrants may be a qualified investment for an Exempt Plan of a particular Holder, as described above, the annuitant
under such RRSP or RRIF, the subscriber of such RESP, or the holder of such RDSP or TFSA, as the case may be,
will be subject to a penalty tax on such shares if such shares are a “prohibited investment”, as described immediately
above, for the RRSP, RRIF, RESP, RDSP or TFSA.
Holders who currently hold Ikkuma Shares in an Exempt Plan or who wish to hold any such securities in an
Exempt Plan should consult their own tax advisors as to the application of these rules in their particular
circumstances.
Holders Not Resident in Canada
The following part of this summary is generally applicable to a Holder who, for the purposes of the Tax Act and any
applicable income tax treaty, at all relevant times: (a) is not resident or deemed to be resident in Canada; and (b)
does not use or hold, and is not deemed to use or hold, Securities in connection with carrying on a business in
Canada (a “Non-Resident Holder”). Special rules, which are not discussed in this summary, may apply to a NonResident Holder that is an insurer that carries on an insurance business in Canada or elsewhere, or an “authorized
foreign bank”, as defined in the Tax Act.
Non-Resident Holders should consult with their own tax advisors with respect to the tax consequences to
them of acquiring, holding and disposing of Securities.
Ikkuma Reorganization
The discussion of the income tax consequences of the Ikkuma Reorganization for Resident Holders under the
heading “Principal Canadian Federal Income Tax Considerations – Holders Resident in Canada – Ikkuma
Reorganization” generally will also apply to Non-Resident Holders in respect of the Ikkuma Reorganization, subject
to the discussion regarding Non-Resident Holders herein and the detailed rules in the Tax Act.
Provided that the aggregate fair market value of the ExploreCo Shares and ExploreCo Warrants received by a NonResident Holder does not exceed the paid-up capital of the Non-Resident Holder’s Ikkuma Shares, which an officer
of the Corporation has advised Counsel is expected to be the case, the Non-Resident Holder will not be deemed to
have received a dividend for the purposes of the Tax Act, and the adjusted cost base to a Non-Resident Holder of its
Ikkuma Class A Shares will be equal to the amount, if any, by which the adjusted cost base of the Non-Resident
Holder’s Ikkuma Shares exceed the aggregate fair market value of the ExploreCo Shares and ExploreCo Warrants
received by the Non-Resident Holder on the Ikkuma Reorganization.
In the event that the fair market value of the ExploreCo Shares and ExploreCo Warrants received by a Non-Resident
Holder exceeds the paid-up capital of the Non-Resident Holder’s Ikkuma Shares, contrary to the expectation of an
officer of the Corporation referenced above, the Non-Resident Holder will be deemed to have received a dividend
for the purposes of the Tax Act in an amount equal to such excess, and the Corporation will be permitted or required
to withhold 25% (or such reduced rate as is provided for under an applicable tax treaty) of such deemed dividend
and remit the same to the CRA. The Corporation or Pieridae shall be permitted to withhold a portion of the Ikkuma
Class A Shares, ExploreCo Shares. ExploreCo Warrants or Pieridae Shares otherwise deliverable to the NonResident Holder and sell the same on behalf of the Non-Resident Holder in order to remit such amounts to the CRA.
If the aggregate fair market value of the ExploreCo Shares and ExploreCo Warrants received by the Non-Resident
Holder on the Ikkuma Reorganization exceeds the adjusted cost base, as defined in the Tax Act, to the Non-Resident
Holder of its Ikkuma Shares immediately before the Ikkuma Reorganization, the Non-Resident Holder’s reasonable
costs of disposition and any deemed dividend arising on the Ikkuma Reorganization as described above, the NonResident Holder will be deemed to realize a capital gain from the disposition of its Ikkuma Shares equal to such
excess, and the adjusted cost base to the Non-Resident Holder of its Ikkuma Class A Shares will be deemed to be
nil.
A Non-Resident Holder will not be subject to Canadian tax on capital gains realized on the Ikkuma Reorganization
unless the Ikkuma Shares constitute “taxable Canadian property” for purposes of the Tax Act, as discussed below
under the heading “Taxable Canadian Property”.
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A Non-Resident Holder will not be subject to section 116 withholding tax provided that the Ikkuma Shares are not
“taxable Canadian property” for the purposes of the Tax Act or the Ikkuma Shares are listed on a “designated stock
exchange” for the purposes of the Tax Act (which currently includes the TSXV) at the time of the Ikkuma
Reorganization.
Share Exchange
The discussion of the income tax consequences of the Share Exchange for Resident Holders under the heading
“Principal Canadian Federal Income Tax Considerations – Holders Resident in Canada – Share Exchange”
generally will also apply to Non-Resident Holders in respect of the Share Exchange, subject to the discussion
regarding Non-Resident Holders herein and the detailed rules in the Tax Act.
A Non-Resident Holder will not be subject to section 116 withholding of tax provided that the Ikkuma Class A
Shares are not “taxable Canadian property” for the purposes of the Tax Act or the Ikkuma Class A Shares are listed
on a “designated stock exchange” for the purposes of the Tax Act (which currently includes the TSXV) at the time
of the Share Exchange.
Dissenting Non-Resident Holders
The discussion of the income tax consequences relating to Resident Holders that are Dissenting Shareholders under
the heading “Principal Canadian Federal Income Tax Considerations – Holders Resident in Canada – Dissenting
Shareholders” will also generally apply to Non-Resident Holders to whom Pieridae consequently pays the fair value
of his, her or its Ikkuma Shares, subject to the discussion regarding Non-Resident Holders herein and the detailed
rules in the Tax Act.
A Non-Resident Holder that is a Dissenting Shareholder will not be subject to Canadian tax on capital gains realized
on a disposition of Ikkuma Shares unless the Ikkuma Shares constitute “taxable Canadian property” for purposes of
the Tax Act, as discussed below under the heading “Principal Canadian Federal Income Tax Considerations –
Holders Not Resident in Canada – Taxable Canadian Property”.
A Non-Resident Holder that is a Dissenting Shareholder will not be subject to section 116 withholding tax provided
that the Ikkuma Shares are not “taxable Canadian property” for the purposes of the Tax Act or the Ikkuma Shares
are listed on a “designated stock exchange” for the purposes of the Tax Act (which currently includes the TSXV) at
the Effective Time.
A Dissenting Non-Resident Holder will not be subject to any Canadian withholding tax on any interest awarded to
the Non-Resident Holder in respect of the exercise of dissent rights under the Arrangement, provided that such
interest is not “participating debt interest” for the purposes of the Tax Act.
Dividends
Dividends paid or credited or deemed to be paid or credited to a Non-Resident Holder on the Ikkuma
Reorganization, on an Ikkuma Class A Share, or on an ExploreCo Common Share or a Pieridae Share will be subject
to Canadian withholding tax at the rate of 25%, subject to any reduction in the rate of withholding to which the NonResident Holder is entitled under any applicable income tax convention. For example, under the Canada-U.S.
Income Tax Convention (1980) (the “Convention”), where such dividends are considered to be paid to or derived by
a Non-Resident Holder that is the beneficial owner of the dividends and is a U.S. resident for the purposes of, and is
entitled to benefits in accordance with, the provisions of the Convention, the applicable rate of Canadian
withholding tax is generally reduced to 15%.
Disposition of ExploreCo Shares, ExploreCo Warrants and Pieridae Shares
A Non-Resident Holder who disposes or is deemed for the purposes of the Tax Act to have disposed of an
ExploreCo Share, an ExploreCo Warrant or a Pieridae Share will generally, subject to the detailed rules in the Tax
Act, realize a capital gain (or capital loss) in the taxation year of the disposition equal to the amount, if any, by
which the proceeds of disposition are greater (or less) than the total of: (a) the adjusted cost base, as defined in the
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Tax Act, to the Resident Holder of the ExploreCo Share, ExploreCo Warrant or Pieridae Share, as the case may be,
immediately before the disposition or deemed disposition; and (b) the Resident Holder’s reasonable costs of the
disposition.
A Non-Resident Holder will generally be subject to Canadian tax on such gain (or loss) only if the ExploreCo Share,
ExploreCo Warrant or Pieridae Share, as the case may be, is “taxable Canadian property” for the purposes of the
Tax Act. See the discussion below under the heading “Principal Canadian Federal Income Tax Considerations –
Holders Not Resident in Canada – Taxable Canadian Property” regarding whether or not the ExploreCo Share,
ExploreCo Warrant or Pieridae Share will be taxable Canadian property for a particular Non-Resident Holder.
Taxable Canadian Property
Provided that the Ikkuma Shares, the Ikkuma Class A Shares or the Pieridae Shares are, at the time of the applicable
disposition, listed on a “designated stock exchange, as defined in the Tax Act (which currently includes the TSXV),
the Ikkuma Shares, Ikkuma Class A Shares and Pieridae Shares generally will not constitute taxable Canadian
property of a Non-Resident Holder at that time unless, at any time in the 60-month period preceding the disposition
the following two conditions are met concurrently: (a) 25% or more of the issued shares of any class of the capital
stock of the applicable corporation were owned by any combination of: (i) the Non-Resident Holder; (ii) persons
with whom the Non-Resident Holder did not deal at arm’s length; and (iii) partnerships in which persons referred to
in (i) or (ii) hold a membership interest (directly or indirectly through one or more partnerships); and (b) more than
50% of the fair market value of the Ikkuma Shares, Ikkuma Class A Shares or Pieridae Shares, as the case may be,
was derived, directly or indirectly, from one or any combination of: (i) real or immovable property situated in
Canada; (ii) “Canadian resource properties”, as defined in the Tax Act; (iii) “timber resource properties”, as defined
in the Tax Act; and (iv) options in respect of, or interests in, or civil law rights in, property described in (i) to (iii),
whether or not such property exists.
Since the ExploreCo Shares will not be listed on a “designated stock exchange” for the purposes of the Tax Act, the
ExploreCo Shares and the ExploreCo Warrants will be taxable Canadian property where, at any time during the 60month period preceding a disposition of the ExploreCo Shares or ExploreCo Warrants, as the case may be, more
than 50% of the fair market value of the shares of ExploreCo is derived, directly or indirectly, from one or any
combination of: (i) real or immovable property situated in Canada; (ii) “Canadian resource properties”, as defined in
the Tax Act; (iii) “timber resource properties”, as defined in the Tax Act; and (iv) options in respect of, or interests
in, or civil law rights in, property described in (i) to (iii), whether or not such property exists. An officer of the
Corporation has represented to Counsel that these conditions are expected to be met. Accordingly, a Non-Resident
Holder will generally be taxable in Canada on a gain realized upon a disposition of ExploreCo Shares or ExploreCo
Warrants and a 25% withholding tax will generally apply under section 116 of the Tax Act upon a disposition of
ExploreCo Shares or ExploreCo Warrants by a Non-Resident Holder, subject to the detailed provisions of the Tax
Act.
Notwithstanding the foregoing, an Ikkuma Share, a Ikkuma Class A Share, an ExploreCo Share or an ExploreCo
Warrant may otherwise be deemed to be taxable Canadian property to a Non-Resident Holder for the purposes of the
Tax Act. A Non-Resident Holder who disposes of taxable Canadian property will generally be required to file a
Canadian tax return for the taxation year in which the disposition of property occurs. If Ikkuma Shares, Ikkuma
Class A Shares, ExploreCo Shares, ExploreCo Warrants or Pieridae Shares constitute taxable Canadian property, a
Non-Resident Holder may be entitled to claim an exemption from tax in Canada under the terms of a tax treaty or
convention between Canada and the country of residence of the Non-Resident Holder in respect of capital gains
realized on the disposition of such Securities. Non-Resident Holders should consult their own tax advisors with
respect to these matters, having regard to their own particular circumstances.
RISK FACTORS
In evaluating whether to approve the Arrangement Resolution, Ikkuma Shareholders should carefully consider the
following risk factors. See also the risk factors discussed in the annual information form of Ikkuma dated April 24,
2018 for the year ended December 31, 2017, the annual information form of Pieridae dated June 21, 2018 for the
year ended December 31, 2017 and under the heading “Risk Factors” in Appendix D – “Information Concerning
ExploreCo”.
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Risks Relating to the Arrangement
Consideration payable under the Arrangement
As AER Approval has been received, the ExploreCo Shares and ExploreCo Warrants will be distributed to Ikkuma
Shareholders provided the ART Approval is not revoked or changed, which is not expected. In the event AER
Approval is revoked or changed before the Outside Date, the consideration to be received by Ikkuma Shareholders
(other than dissenting Ikkuma Shareholders) will only consist of 0.1926 of one Pieridae Share for each Ikkuma
Share held.
Possible failure to realize anticipated benefits of the Arrangement
The Arrangement is subject to normal commercial risks that such transaction may not be completed on the terms
negotiated or at all. Ikkuma is proposing to complete the Arrangement to create the opportunity to realize certain
benefits described under “The Arrangement – Reasons for and Benefits of the Arrangement”. Achieving the benefits
of the Arrangement depends in part on successfully consolidating functions and integrating personnel, operations
and procedures in a timely and efficient manner, as well as the ability of Pieridae to realize the anticipated growth
opportunities and synergies from combining the business of Ikkuma with that of Pieridae. The integration of the
Ikkuma business requires the dedication of substantial effort by management of Pieridae following the Arrangement
which may divert management’s focus and resources from other strategic opportunities and from operational matters
during this process. The integration process may result in the loss of key employees and the disruption of ongoing
business, and employee relationships that may adversely affect the Pieridae’s ability to achieve the anticipated
benefits of the Arrangement.

The Arrangement is subject to satisfaction or waiver of various conditions
Completion of the Arrangement is subject to, among other things, the approval of the Court, Ikkuma Shareholder
approval, and the receipt of all necessary regulatory approvals, including Canada Transportation Act Approval, all
of which may be outside the control of both Ikkuma and Pieridae. There can be no assurance that these conditions
will be satisfied or that the Arrangement will be completed as currently contemplated or at all. Delays in the
completion of the Arrangement could, among other things, result in additional transaction costs, loss of revenue or
other negative effects associated with uncertainty about completion of the Arrangement. In addition, if the
Arrangement is not completed, Ikkuma or Pieridae could be subject to litigation related to any failure to complete
the Arrangement or related to any enforcement proceeding commenced against Ikkuma or Pieridae to perform their
respective obligations under the Arrangement Agreement.
Termination of the Arrangement Agreement
The Arrangement Agreement may be terminated by the Parties in certain circumstances. Accordingly, there is no
certainty, nor can Ikkuma provide any assurance, that the Arrangement Agreement will not be terminated by any
Party before the completion of the Arrangement. Failure to complete the Arrangement could materially negatively
impact the trading prices of the Ikkuma Shares. Moreover, if the Arrangement Agreement is terminated, there is no
assurance that the Ikkuma Board will be able to find a party willing to pay an equivalent or a more attractive price
for Ikkuma Shares than the price to be paid pursuant to the terms of the Arrangement Agreement.
The Pro Forma Financial Statements are presented for illustrative purposes only and may not be an indication of
Pieridae’s financial condition or results of operations following the Arrangement
The Pro Forma Financial Statements are presented for illustrative purposes only and may not be an indication of the
financial condition or results of operations of Pieridae following the Arrangement for several reasons. The Pro
Forma Financial Statements have been derived from the respective historical financial statements of Ikkuma and
Pieridae, and certain adjustments and assumptions made as of the dates indicated therein have been made to give
effect to the Arrangement. The information upon which these adjustments and assumptions have been made is
preliminary and these kinds of adjustments and assumptions are difficult to make with complete accuracy.
Moreover, the Pro Forma Financial Statements do not include, among other things, estimated cost or synergies,
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adjustments related to restructuring or integration activities, future acquisitions or disposals not yet known or
probable, or impacts of Arrangement-related change in control provisions that are currently not factually supportable
and/or probable of occurring. Therefore, the Pro Forma Financial Statements are presented for informational
purposes only and are not necessarily indicative of what Pieridae’s actual financial condition or results of operations
would have been had the Arrangement been completed on the date indicated. Accordingly, the combined business,
assets, results of operations and financial condition may differ significantly from those indicated in the Pro Forma
Financial Statements.
Ikkuma directors and officers may have interests in the Arrangement different from the interests of Ikkuma
Shareholders following completion of the Arrangement
Certain of the directors and executive officers of Ikkuma and Pieridae negotiated the terms of the Arrangement
Agreement, and the Ikkuma Board has unanimously recommended that Ikkuma Shareholders vote in favour of the
Arrangement. These directors and executive officers may have interests in the Arrangement that are different from,
or in addition to, those of Ikkuma Shareholders generally. These interests include, but are not limited to, the
continued employment of certain executive officers of Ikkuma and by Pieridae. Ikkuma Shareholders should be
aware of these interests when they consider the Ikkuma Board’s unanimous recommendation. The Ikkuma Board
was aware of, and considered, these interests when they declared the advisability of the Arrangement Agreement
and unanimously recommended that Ikkuma Shareholders pass the Pétrolia Arrangement Resolution.
Risks Relating to the Corporation
If the Arrangement is not completed, the Corporation will continue to face the risks that it currently faces with
respect to its affairs, business and operations and future prospects. Such risk factors are set forth and described in
the Corporation’s annual information form dated April 24, 2018 for the year ended December 31, 2017, which has
been filed on SEDAR.
In addition, the failure of Ikkuma to comply with certain terms of the Arrangement Agreement may result in Ikkuma
being required to indemnify Pieridae, the result of which could have a Material Adverse Effect on Ikkuma’s
financial position and results of operations and its ability to fund growth prospects and current operations.
Risks Relating to ExploreCo
General
An investment in ExploreCo should be considered highly speculative due to the nature of its activities and the stage
of its development upon completion of the Arrangement. ExploreCo was incorporated for the purposes of
participating in the Arrangement and acquiring the ExploreCo Assets and has not carried on any active business
other than in connection with the Arrangement and related matters and as discussed in this Information Circular.
ExploreCo carries on the exploration for, and the development and production of, oil and natural gas in respect of
the ExploreCo Assets. The risks and uncertainties set forth below and in Appendix D – “Information Concerning
ExploreCo – Risk Factors” are not the only ones facing ExploreCo. Additional risks and uncertainties not presently
known to ExploreCo or that ExploreCo currently considers immaterial may also impair the business and operations
of ExploreCo and cause the price of the ExploreCo Shares to decline. If any of such risks actually occur,
ExploreCo’s business may be harmed and its financial condition and results of operations may suffer significantly.
Readers should carefully consider the risk factors in Appendix D – “Information Concerning ExploreCo – Risk
Factors” in addition to the other information contained in Appendix D – “Information Concerning ExploreCo” and
this Information Circular before investing in ExploreCo Shares.
Other Risks
For a complete description of the other risks relating to the business and operations of ExploreCo, see Appendix D –
“Information Concerning ExploreCo – Risk Factors”.
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PROCEDURES FOR THE SURRENDER OF IKKUMA SHARES AND RECEIPT OF CONSIDERATION
Procedures for Ikkuma Shareholders
The details of the procedures for the deposit of physical certificates representing Ikkuma Shares and the delivery by
the Depositary of Pieridae Shares, ExploreCo Shares and ExploreCo Warrants payable to former registered Ikkuma
Shareholders are set out in the Letter of Transmittal accompanying this Information Circular. Registered Ikkuma
Shareholders who have not received a Letter of Transmittal should contact Alliance Trust Company at Suite 1010,
407 – 2nd Street S.W., Calgary, Alberta, T2P 2Y3, by telephone at (403) 237-6111 or by email at
inquiries@alliancetrust.ca. The Letter of Transmittal will also be filed under Ikkuma’s company profile at
www.sedar.com.
Only registered Ikkuma Shareholders are required to submit a Letter of Transmittal. If you are a Beneficial
Shareholder holding your Ikkuma Shares through a nominee such as a broker or dealer, you should carefully
follow any instructions provided to you by such nominee.
Registered Ikkuma Shareholders must validly complete, duly sign and return the enclosed Letter of Transmittal
together with the certificate(s) representing their Ikkuma Shares, to the Depositary at one of the offices specified in
the Letter of Transmittal.
Registered Ikkuma Shareholders who deposit a validly completed and duly signed Letter of Transmittal, together
with accompanying share certificate(s), will be forwarded the consideration to which they are entitled as soon as
practicable after the later of the Effective Date and the date of receipt by the Depositary of the Letter of Transmittal
and accompanying certificate(s) representing Ikkuma Shares. Once registered Ikkuma Shareholders surrender their
share certificates, they will not be entitled to sell the Ikkuma Shares to which those certificates relate.
Registered Ikkuma Shareholders who do not forward to the Depositary a validly completed and duly signed Letter of
Transmittal, together with their share certificate(s), will not receive the consideration to which they are otherwise
entitled until deposit is made. Whether or not Ikkuma Shareholders forward their share certificate(s) upon the
completion of the Plan of Arrangement on the Effective Date, Ikkuma Shareholders will cease to be shareholders of
the Corporation as of the Effective Date and will only be entitled to receive Pieridae Shares, ExploreCo Shares and
ExploreCo Warrants to which they are entitled under the Plan of Arrangement or, in the case of registered Ikkuma
Shareholders who properly exercise Dissent Rights, the right to receive fair value for their Ikkuma Shares in
accordance with Section 191 of the ABCA, as modified by the Interim Order.
The method of delivery of certificates representing Ikkuma Shares and all other required documents is at the option
and risk of the person depositing their Ikkuma Shares. Any use of the mail to forward certificates representing
Ikkuma Shares and/or the related Letters of Transmittal shall be at the election and sole risk of the person depositing
Ikkuma Shares, and documents so mailed shall be deemed to have been received by the Corporation only upon
actual receipt by the Depositary. If such certificates and other documents are to be mailed, the Corporation
recommends that registered mail be used with proper insurance and an acknowledgement of receipt requested.
Certificate(s) representing Pieridae Shares, ExploreCo Shares and ExploreCo Warrants payable under the
Arrangement to a former registered holder of Ikkuma Shares who has complied with the procedures set out above
and in the Letter of Transmittal will be, as soon as practicable after the Effective Date and after the receipt of all
required documents: (i) forwarded to the former Ikkuma Shareholder at the address specified in the Letter of
Transmittal by first-class mail; or (ii) made available at the office of the Depositary at which the Letter of
Transmittal and the certificate(s) representing Ikkuma Shares were delivered for pick-up by the Ikkuma Shareholder,
as requested by the Ikkuma Shareholder in the Letter of Transmittal. If no address is provided on the Letter of
Transmittal, certificates will be forwarded to the address of the holder as shown on the register maintained by the
Transfer Agent. Under no circumstances will interest accrue or be paid by Ikkuma, Pieridae or the Depositary on
Pieridae Shares, ExploreCo Shares and ExploreCo Warrants exchanged for the Ikkuma Shares to persons depositing
Ikkuma Shares with the Depositary, regardless of any delay in making any payment for the Ikkuma Shares.
Where a certificate representing Ikkuma Shares has been lost or destroyed, the registered holder of that share
certificate should immediately complete the Letter of Transmittal as fully as possible and forward it, together with
an affidavit describing the loss, to the Depositary in accordance with instructions in the Letter of Transmittal.
The Depositary has been instructed to respond with replacement share certificate requirements, which are also set
out in Section 5.2 of the Plan of Arrangement. A copy of the Plan of Arrangement is attached as Schedule “A” to
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the Arrangement Agreement. All required documentation must be completed and returned to the Depositary before
a cheque will be issued.
The Depositary will act as the agent of persons who have deposited Ikkuma Shares pursuant to the Arrangement for
the purpose of receiving the consideration to be paid to Ikkuma Shareholders pursuant to the Arrangement and
transmitting it to such persons, and receipt of such consideration by the Depositary will be deemed to constitute
receipt of payment by persons depositing Ikkuma Shares pursuant to the Arrangement.
Beneficial Shareholders whose Ikkuma Shares are registered in the name of an intermediary (a bank, trust
company, securities broker, trustee or other nominee) should contact that intermediary for instructions and
assistance in delivering those Ikkuma Shares.
Fractional Securities
No certificates representing fractional Pieridae Shares, ExploreCo Shares and ExploreCo Warrants shall be issued or
delivered pursuant to the Arrangement. In the event a former Ikkuma Shareholder would otherwise be entitled to a
fractional Pieridae Share, ExploreCo Share and ExploreCo Warrant hereunder, the number of Pieridae Shares,
ExploreCo Shares and ExploreCo Warrants, as the case may be, issued to such former Ikkuma Shareholder shall be
rounded up to the next greater whole number of Pieridae Shares, ExploreCo Shares and ExploreCo Warrants, as the
case may be, where the fractional entitlement is equal to or greater than 0.5 and shall, without and additional
compensation, be rounded down to the next lesser whole number of Pieridae Shares, ExploreCo Shares and
ExploreCo Warrants, as the case may be, where the fractional entitlement is less than 0.5. In calculating such
fractional interests, all Ikkuma Shares registered in the name of or beneficially held by such former Ikkuma
Shareholder or their nominee shall be aggregated.
Cancellation of Rights of Ikkuma Shareholders
From and after the Effective Time, certificates formerly representing Ikkuma Shares under the Arrangement shall
represent only the right to receive the consideration to which the former Ikkuma Shareholders are entitled under the
Arrangement, or as to those held by Dissenting Shareholders, other than those Dissenting Shareholders deemed to
have participated in the Arrangement pursuant to Section 4.1 of the Plan of Arrangement, to receive the fair value of
the Ikkuma Shares represented by such certificates.
Subject to applicable law relating to unclaimed property, any share certificate formerly representing Ikkuma Shares
that is not deposited with all other documents as required by this Arrangement on or before the day that is three
years less one day from the Effective Date shall cease to represent a right or claim of any kind or nature and, for
greater certainty, the right of the holder of such Ikkuma Shares to receive certificates representing ExploreCo
Shares, ExploreCo Warrants and/or Pieridae Shares, together with all dividends, distributions or cash payments
thereon held for such holder, shall be deemed to be surrendered to ExploreCo or Pieridae, respectively. On such
date, the consideration in the form of Pieridae Shares, ExploreCo Shares and ExploreCo Warrants to which
such former holder was entitled shall be deemed to have been cancelled, and none of Pieridae, Ikkuma,
ExploreCo or any other Person shall have any obligations to issue such Pieridae Shares, ExploreCo Shares or
ExploreCo Warrants, as the case may be.
RIGHTS OF DISSENT
The following description of the rights of Dissenting Shareholders is not a comprehensive statement of the
procedures to be followed by a Dissenting Shareholders who seeks payment of the fair value of their Ikkuma
Shares and is subject to, and qualified in its entirety by, the reference to the full text of the Interim Order,
which is attached to this Information Circular as Appendix B, and the text of Section 191 of the ABCA, which
is attached to this Information Circular as Appendix F Pursuant to the Interim Order, Dissenting
Shareholders are given rights analogous to rights of dissenting shareholders under the ABCA. A Dissenting
Shareholder who intends to exercise the right to dissent should carefully consider and comply with the
provisions of Section 191 of the ABCA, as modified by the Plan of Arrangement and the Interim Order.
Failure to comply with the provisions of that section, as modified by the Interim Order, and to adhere to the
procedures established therein may result in the loss of all rights thereunder.
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The Court hearing the application for the Final Order has the discretion to alter the Dissent Rights described herein
based on the evidence presented at such hearing.
Under the Interim Order, a registered Ikkuma Shareholder is entitled, in addition to any other rights the
holder may have, to dissent and to be paid by Pieridae the fair value of the Ikkuma Shares held by the holder
in respect of which the holder dissents, determined as of the close of business on the last Business Day before
the day on which the resolution from which such holder dissents was adopted. Only registered Ikkuma
Shareholders may dissent. Persons who are beneficial owners of Ikkuma Shares registered in the name of a
broker, custodian, nominee or other intermediary who wish to dissent should be aware that they may only do
so through the registered owner of such Ikkuma Shares. Accordingly, a beneficial owner of Ikkuma Shares
desiring to exercise Dissent Rights must make arrangements for the registered holder of such Ikkuma Shares
to dissent on behalf of the holder. Alternatively, Beneficial Shareholders could make arrangements for the
Ikkuma Shares to be registered in such holder’s name prior to the time the written objection to the
Arrangement Resolution is required to be received by the Corporation.
A Dissenting Shareholder must send to Ikkuma a written objection to the Arrangement Resolution, which
written objection must be received by Ikkuma, c/o Borden Ladner Gervais LLP, Centennial Place, East
Tower, 1900, 520 – 3rd Avenue S.W., Calgary, Alberta, T2P 0R3, Attention: David T. Madsen Q.C., by 4:00
p.m. (MST) on December 10, 2018 (or the Business Day that is five Business Days prior to the date of the
Meeting if it is not held on December 17, 2018). No Ikkuma Shareholder who has voted Ikkuma Shares in
favour of the Arrangement Resolution shall be entitled to exercise Dissent Rights with respect to such Ikkuma
Shares. Pursuant to the Interim Order, a registered Ikkuma Shareholder may not exercise the right to
dissent in respect of only a portion of such holder’s Ikkuma Shares, but must dissent with respect to all of the
Ikkuma Shares held by the holder.
It is a condition to Pieridae’s obligation to complete the Arrangement that Ikkuma Shareholders holding no more
than 5% of the Ikkuma Shares shall have exercised Dissent Rights that have not been withdrawn as at the Effective
Date.
An application may be made to the Court by Pieridae or by a Dissenting Shareholder to fix the fair value of the
Dissenting Shareholder’s Ikkuma Shares. If such an application to the Court is made by either Pieridae or a
Dissenting Shareholder, Pieridae must, unless the Court otherwise orders, send to each Dissenting Shareholder who
holds the same type of Ikkuma Shares for which the application was made, a written offer to pay such person an
amount considered by Pieridae to be the fair value of the Ikkuma Shares held by such Dissenting Shareholders. The
offer, unless the Court otherwise orders, will be sent at least 10 days before the date on which the application is
returnable, if Pieridae is the applicant, or within 10 days after Pieridae is served with notice of the application, if a
Dissenting Shareholder is the applicant. The offer will be made on the same terms to each Dissenting Shareholder
and will be accompanied by a statement showing how the fair value was determined.
In such circumstances, a Dissenting Shareholder may make an agreement with Pieridae for the purchase of its
Ikkuma Shares in the amount of Pieridae’s offer (or otherwise) at any time before the Court pronounces an order
fixing the fair value of the applicable Ikkuma Shares.
A Dissenting Shareholder is not required to give security for costs in respect of an application and, except in special
circumstances, will not be required to pay the costs of the application and appraisal. On the application, the Court
will make an order fixing the fair value of the Ikkuma Shares of all Dissenting Shareholders who are parties to the
application, giving judgment in that amount against Pieridae and in favour of each of those Dissenting Shareholders,
and fixing the time within which Pieridae must pay that amount payable to the Dissenting Shareholders. The Court
may, in its discretion, allow a reasonable rate of interest on the amount payable to each Dissenting Shareholder
calculated from the date on which the Dissenting Shareholder ceases to have any rights as an Ikkuma Shareholders
until the date of payment.
On the Arrangement becoming effective, or upon the making of an agreement between Pieridae and the Dissenting
Shareholders as to the payment to be made by Pieridae to the Dissenting Shareholder, or the pronouncement of a
Court order, whichever first occurs, the Dissenting Shareholder will cease to have any rights as an Ikkuma
Shareholders other than the right to be paid the fair value of such Ikkuma Shares in the amount agreed to between
Pieridae and the Ikkuma Shareholders or in the amount of the judgment, as the case may be. Until one of these
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events occurs, the Ikkuma Shareholders may withdraw its dissent, or if the Arrangement has not yet become
effective, the Corporation may rescind the Arrangement Resolution, and in either event, the dissent and appraisal
proceedings in respect of that Ikkuma Shareholders will be discontinued.
Pieridae shall not make a payment to a Dissenting Shareholder if there are reasonable grounds for believing that
Pieridae is or would after the payment be unable to pay its liabilities as they become due, or that the realizable value
of the assets of Pieridae would thereby be less than the aggregate of its liabilities. In such event, Pieridae shall
notify each Dissenting Shareholder that it is lawfully unable to pay Dissenting Shareholders for their Ikkuma Shares
in which case the Dissenting Shareholder may, by written notice to Pieridae within 30 days after receipt of such
notice, withdraw its written objection, in which case such Ikkuma Shareholders shall, in accordance with the Interim
Order, be deemed to have participated in the Arrangement as an Ikkuma Shareholders. If the Dissenting
Shareholder does not withdraw its written objection it retains its status as a claimant against Pieridae to be paid as
soon as Pieridae is lawfully entitled to do so or, in a liquidation, to generally be ranked subordinate to creditors but
prior to its shareholders.
All Ikkuma Shares held by registered Ikkuma Shareholders who exercise their Dissent Rights will, if the holders are
ultimately entitled to be paid the fair value thereof, be deemed to be transferred to the Corporation in exchange for
such fair value as of the Effective Date. If such Ikkuma Shareholders are ultimately not entitled to be paid the fair
value for the Ikkuma Shares, such Ikkuma Shares will be deemed to have participated in the Arrangement on the
same basis as any non-Dissenting Shareholder as at and from the Effective Time.
The above summary does not purport to provide a comprehensive statement of the procedures to be followed by a
Dissenting Shareholder who seeks payment of the fair value of their Ikkuma Shares. Section 191 of the ABCA, as
modified by the Interim Order, requires adherence to the procedures established therein and failure to do so may
result in the loss of all rights thereunder. Accordingly, each Dissenting Shareholder who is considering
exercising Dissent Rights should carefully consider and comply with the provisions of that section, the full
text of which is set out in Appendix F to this Information Circular, as modified by the Interim Order, and
consult their own legal advisor.
INFORMATION CONCERNING IKKUMA
General
The Corporation was incorporated pursuant to the provisions of the Business Corporations Act (British Columbia)
on October 18, 1979 as “Rambler Explorations Ltd.”. The Corporation changed its name to “Ramcor Resources
Inc.” on January 11, 1985. The Corporation changed its name to “Rampton Oil Corporation” on June 1, 1993. The
Corporation changed its name to “Rampton Resource Corporation” on July 17, 1996. The Corporation changed its
name to “PanTerra Exploration Corp.” on August 15, 2002. The Corporation changed its name to “PanTerra
Resource Corp.” on September 1, 2004. The Corporation continued out of British Columbia to Alberta on October
27, 2005 as “PanTerra Resource Corp.” The Corporation changed its name to “Ikkuma Resources Corp.” and
amended its articles to effect a 10:1 consolidation on September 19, 2014.
Ikkuma does not have any subsidiaries other than ExploreCo.
The head office of the Corporation is located at Suite 2700, 605 – 5th Avenue S.W., Calgary, Alberta T2P 3H5 and
its registered office is located at 1900, 520 – 3rd Avenue S.W., Calgary, Alberta T2P 0R3.
Description of the Business of Ikkuma
Ikkuma is a diversified growth-oriented public oil and gas company with holdings in both conventional and
unconventional projects in Western Canada. The Corporation is focused in the Foothills Region of Western Canada
with a team that has extensive experience in the area with the unique skills at successfully exploiting a complex and
potentially prolific play type.
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Recent Developments
On August 23, 2018, Ikkuma entered into the Arrangement Agreement with Pieridae, which was amended on
November 13, 2018. Pursuant to the Arrangement, Ikkuma Shareholders (other than dissenting Ikkuma
Shareholders) will receive for each Ikkuma Share held: (i) 0.1926 of one Pieridae Share; and (ii) 0.1 of an
ExploreCo Share and 0.1 of an ExploreCo Warrant. See “The Arrangement – Summary of the Arrangement”, “The
Arrangement – Arrangement Steps”, “The Arrangement – Effects of the Arrangement” and “Risk Factors – Risks
Relating to the Arrangement” in the Information Circular.
On November 14, 2018, Ikkuma entered into an amended and restated senior secured credit agreement in respect of
the Term Loan, which provided for an additional $20 million term loan. The senior secured term loan facility of $65
million matures on the earliest of the Closing and March 31, 2022 and if the Closing occurs, the repayment of the
senior secured term loan facility is expected to be funded from proceeds secured by Pieridae in compliance with its
covenants under Section 3.1(u) of the Arrangement Agreement. Proceeds from the additional $20 million term loan
will be used to repay the Credit Agreement and the remaining proceeds will be used to fund the Corporation’s flowthrough obligations and for general corporate purposes.
Market for Ikkuma Shares
The Ikkuma Shares are listed and traded on the TSXV. The trading symbol for the Ikkuma Shares is “IKM”.
The following table sets forth the reported high and low sales prices (which are not necessarily the closing prices)
and the trading volumes for the Ikkuma Shares on the TSXV as reported by sources Ikkuma believes to be reliable
for the periods indicated:
Price Range ($)
Date

High

Trading Volume
Low

2017
January
February
March
April
May
June
July
August
September
October
November
December

1.10
0.95
0.83
0.76
0.76
0.76
0.76
0.76
0.73
0.72
0.64
0.53

0.87
0.78
0.66
0.62
0.54
0.54
0.56
0.29
0.29
0.29
0.29
0.29

4,361,100
1,945,200
4,024,914
1,301,176
3,009,917
1,651,120
687,343
6,234,360
2,143,473
1,584,487
4,513,697
1,680,551

January
February
March
April
May
June
July
August
September
October
November 1-13

0.51
0.39
0.39
0.38
0.38
0.35
0.37
0.66
0.60
0.68
0.66

0.29
0.29
0.24
0.27
0.25
0.32
0.29
0.26
0.48
0.53
0.52

4,748,514
4,718,443
2,110,768
5,052,015
8,416,880
1,840,670
1,413,720
7,363,650
3,799,131
2,462,800
1,475,000

2018

On August 23, 2018, the last trading day prior to the date of the public announcement of the Arrangement, the
closing price of the Ikkuma Shares on the TSXV was $0.30. On November 13, 2018, the last trading day prior to
the date of this Circular, the closing price of the Ikkuma Shares on the TSXV was $0.52.
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Legal Proceedings and Regulatory Actions
During the financial year ended December 31, 2017, there have been no legal proceedings to which the Corporation
is or was a party to, or that any of the Corporation’s property is or was the subject of, which is or was, or can be
reasonably considered to be, material to the Corporation or any of its properties and the Corporation is not aware of
any such legal proceedings that are contemplated. For the purposes of the foregoing, a legal proceeding is not
considered to be “material” by the Corporation if it involves a claim for damages and the amount involved,
exclusive of interest and costs, does not exceed 10% of the Corporation’s current assets, provided that if any
proceeding presents in large degree the same legal and factual issues as other proceedings pending or known to be
contemplated, the Corporation has included the amount involved in the other proceedings in computing the
percentage.
During the financial year ended December 31, 2017, there were no penalties or sanctions imposed against the
Corporation by a court relating to securities legislation or by a securities regulatory authority, nor were there any
other penalties or sanctions imposed by a court or regulatory body against the Corporation, and the Corporation has
not entered into any settlement agreements before a court relating to securities legislation or with a securities
regulatory authority.
Auditors, Transfer Agent and Registrar
KPMG LLP, Chartered Professional Accountants, of Calgary, Alberta are the auditors of the Corporation and were
appointed as the auditors of the Corporation on July 2, 2014.
The transfer agent and registrar for the Ikkuma Shares is Alliance Trust Company. The Ikkuma Shares are
transferable at the offices of Alliance Trust Company in Calgary, Alberta and Toronto, Ontario.
INFORMATION CONCERNING EXPLORECO
ExploreCo was incorporated under the ABCA on August 13, 2018 under the name “2136884 Alberta Ltd.” On
September 11, 2018, Articles of Amendment were filed to change the name of the company to “Briko Energy Corp.”
ExploreCo is currently a wholly-owned subsidiary of Ikkuma. ExploreCo was incorporated for the purposes of
participating in the Arrangement and acquiring the ExploreCo Assets and has not carried on any active business
other than in connection with the Arrangement, the ExploreCo Conveyance Agreement and related matters and as
discussed in this Information Circular. Pursuant to the ExploreCo Conveyance Agreement, the ExploreCo Assets
were transferred from Ikkuma to ExploreCo September 21, 2018.
The head office of ExploreCo is located at Suite 2700, 605 – 5th Avenue S.W., Calgary, Alberta T2P 3H5 and its
registered office is located at 1900, 520 – 3rd Avenue S.W., Calgary, Alberta T2P 0R3.
See Appendix D – “Information Concerning ExploreCo”.
INFORMATION CONCERNING PIERIDAE
Founded in 2011, Pieridae, a majority Canadian owned corporation based in Calgary, is focused on the development
of integrated energy-related activities, from the exploration and extraction of natural gas to the development,
construction and operation of the Goldboro LNG facility and the production of LNG for sale to Europe and other
markets. Pieridae is on the leading edge of the re-integration of the LNG value chain in North America.
Pieridae Shares are listed and traded on the TSXV. The trading symbol for Pieridae Shares is “PEA”.
The project head office of Pieridae for its Goldboro LNG facility is located at 1718 Argyle Street, Suite 730,
Halifax, Nova Scotia B3J 3N6 and its registered office is located at 1600, 333 7th Avenue SW, Calgary, Alberta
T2P 2Z1.
See Appendix E – “Information Concerning Pieridae”.
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GENERAL PROXY MATTERS
Solicitation of Proxies
This solicitation is made on behalf of the management of the Corporation. This Information Circular and other
proxy-related materials are not being sent to registered or beneficial owners of the Common Shares using the
Notice-and-Access procedures contained in National Instrument 54-101– Communications with Beneficial Owners
of Securities of a Reporting Issuer. The cost incurred in the preparation and mailing of both the Instrument of Proxy
and this Information Circular will be borne by the Corporation. In addition to the use of mail, proxies may be
solicited by personal interviews, personal delivery, telephone or any form of electronic communication by directors,
officers and employees of the Corporation who will not be directly compensated therefor. Any third party costs
thereof will be borne by the Corporation.
Management of the Corporation does not intend to pay for intermediaries to forward to objecting Beneficial
Shareholders the proxy-related materials and Form 54-101F7 - Request for Voting Instructions Made by
Intermediary, and in the case of an objecting Beneficial Shareholder, the objecting Beneficial Shareholder will not
receive the materials unless the objecting Beneficial Shareholder’s intermediary assumes the cost of delivery.
Appointment and Revocation of Proxies
In order to be effective, a proxy must be forwarded so as to reach or be deposited with Alliance Trust Company at
Suite 1010, 407 – 2nd Street S.W., Calgary, Alberta, T2P 2Y3; or by facsimile: (403) 237-6181, not less than 48
hours, excluding Saturdays, Sundays and statutory holidays, preceding the Meeting or any adjournment or
postponement thereof. Shareholders may also use the internet site at www.alliancetrust.ca/shareholders/ to transmit
their voting instructions. A proxy must be executed by the shareholder or by his attorney authorized in writing, or if
the shareholder is a corporation, under its seal or by an officer or attorney thereof duly authorized. A proxy is valid
only at the Meeting in respect of which it is given or any adjournment of the Meeting.
Each shareholder submitting a proxy has the right to appoint a person to represent him or it at the Meeting
other than the persons designated in the Instrument of Proxy furnished by the Corporation. The shareholder
may exercise this right by striking out the names of the persons so designated and inserting the name of the desired
representative in the blank space provided, or by completing another form of proxy and in either case depositing the
proxy with Transfer Agent at the place and within the time specified above for the deposit of proxies.
An instrument of proxy may be revoked by the person giving it at any time prior to the exercise thereof. If a
person who has given a proxy attends personally at the Meeting at which such proxy is to be voted, such
person may revoke the proxy and vote in person by depositing an instrument in writing executed by the
shareholder or its attorney authorized in writing with the Chairman of the Meeting on the day of the Meeting
or any adjournment thereof. In addition to revocation in any other manner permitted by law, a proxy may be
revoked by instrument in writing executed by the shareholder or its attorney authorized in writing, or if the
shareholder is a corporation, under its seal or by an officer or attorney thereof duly authorized, and deposited with
the Transfer Agent at the place specified above for the deposit of proxies and at any time up to and including the last
Business Day preceding the Meeting, or any adjournment thereof.
Exercise of Discretion of Proxy
The Ikkuma Shares represented by the enclosed Instrument of Proxy will be voted or withheld from voting in
accordance with the instructions of the shareholder. The persons appointed under the enclosed Instrument of
Proxy are conferred with discretionary authority with respect to amendments or variations of those matters
specified in the Instrument of Proxy and Notice of Meeting and with respect to any other matters which may
properly be brought before the Meeting or any adjournment thereof. If any such matters should come before
the Meeting, it is the intention of the persons named in the enclosed Instrument of Proxy to vote such proxy in
accordance with their best judgment unless the shareholder has specified to the contrary or that Ikkuma
Shares are to be withheld from voting. At the time of printing this Information Circular, management of the
Corporation is not aware of any such amendment, variation or other matter.
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Unless otherwise specified, proxies in the accompanying form will be voted in favour of the Arrangement
Resolution.
Advice for Beneficial Holders
The information set forth in this section is of significant importance to many shareholders, as a substantial
number of shareholders do not hold Ikkuma Shares in their own name. Shareholders who do not hold their
Ikkuma Shares in their own name (referred to herein as “Beneficial Shareholders”) are advised that only proxies
from shareholders of record can be recognized and voted upon at the Meeting. If Ikkuma Shares are listed in an
account statement provided to a shareholder by a broker, then in almost all cases those Ikkuma Shares will not be
registered in the shareholder’s name on the records of the Corporation. Such Ikkuma Shares will more likely be
registered under the name of the shareholder’s broker or an agent of that broker. In Canada, the vast majority of such
Ikkuma Shares are registered under the name of CDS & Co. (the registration name for The Canadian Depositary for
Securities Limited, which acts as nominee for many Canadian brokerage firms). In the United States, the majority of
such shares are registered in the name of CEDE & Co., which company acts as a nominee for many U.S. brokerage
firms.
Existing regulatory policy requires brokers and other Intermediaries to seek voting instructions from Beneficial
Shareholders in advance of shareholders’ meetings. The various brokers and other intermediaries have their own
mailing procedures and provide their own return instructions to clients, which should be carefully followed by
Beneficial Shareholders in order to ensure that their Ikkuma Shares are voted at the Meeting. The form of proxy
supplied to a Beneficial Shareholder by its broker (or the agent of the broker) is substantially similar to the form of
proxy provided directly to registered Ikkuma Shareholders by the Corporation. However, its purpose is limited to
instructing the registered Ikkuma Shareholder (i.e., the broker or agent of the broker) how to vote on behalf of the
Beneficial Shareholder. The vast majority of brokers now delegate responsibility for obtaining instructions from
clients to Broadridge in Canada. Broadridge typically prepares a machine-readable voting instruction form, mails
those forms to Beneficial Shareholders and asks Beneficial Shareholders to return the forms to Broadridge, or
otherwise communicate voting instructions to Broadridge (by way of the Internet or telephone, for example).
Broadridge then tabulates the results of all instructions received and provides appropriate instructions respecting the
voting of shares to be represented at the Meeting. A Beneficial Shareholder who receives a Broadridge voting
instruction form cannot use that form to vote Ikkuma Shares directly at the Meeting. The voting instruction
forms must be returned to Broadridge (or instructions respecting the voting of Ikkuma Shares must
otherwise be communicated to Broadridge) well in advance of the Meeting in order to have the Ikkuma
Shares voted. If you have any questions respecting the voting of Ikkuma Shares held through a broker or
other intermediary, please contact that broker or other Intermediary for assistance.
Although a Beneficial Shareholder may not be recognized directly at the Meeting for the purposes of voting Ikkuma
Shares registered in the name of his broker, a Beneficial Shareholder may attend the Meeting as proxyholder for the
registered shareholder and vote the Ikkuma Shares in that capacity. Beneficial Shareholders who wish to attend
the Meeting and indirectly vote their Ikkuma Shares as proxyholder for the registered shareholder, should
enter their own names in the blank space on the form of proxy provided to them and return the same to their
broker (or the broker’s agent) in accordance with the instructions provided by such broker.
If you have any questions respecting the voting of Ikkuma Shares held through a broker or other intermediary,
please contact that broker or other intermediary for assistance. All references to shareholders in this Information
Circular and the accompanying Instrument of Proxy and Notice of Meeting are to shareholders of record, unless
specifically stated otherwise.
Procedure and Votes Required
The Interim Order provides that each holder of Ikkuma Shares at the close of business on the Record Date will be
entitled to receive notice of, to attend and to vote on the Arrangement Resolution at the Meeting. Any transferee or
person acquiring Ikkuma Shares after the Record Date may, on proof of ownership of Ikkuma Shares, demand of the
Transfer Agent not later than 10 days before the Meeting that his or its name be included in the list of persons
entitled to attend and vote at the Meeting. As at the Record Date, the Corporation had 109,334,987 Ikkuma Shares
outstanding. Each Ikkuma Share confers upon the holder thereof the right to one vote.
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At least two persons present in person, each being a shareholder entitled to vote thereat or a duly appointed
proxyholder or representative for an absent shareholder so entitled and representing in the aggregate not less than ten
percent (10%) of the outstanding shares of the Corporation carrying voting rights at the Meeting shall constitute
quorum for the Meeting.
To the knowledge of the directors and executive officers of the Corporation, as of the date hereof no person or
company beneficially owns, or controls or directs, directly or indirectly, more than 10% of the voting rights attached
to all of the outstanding Ikkuma Shares as at the date of this Information Circular.
Pursuant to the Interim Order, each Ikkuma Shareholder will be entitled to vote in accordance with the provisions set
out below.
(a)

each Ikkuma Shareholder entitled to vote at the Meeting will be entitled to one vote for each Ikkuma Share
held;

(b)

the Arrangement will require approval by: (i) not less than two-thirds of the votes cast by the Ikkuma
Shareholders, present in person or represented by proxy at the Meeting; and (ii) by a majority of the votes
cast by Ikkuma Shareholders, present in person or represented by proxy at the Meeting, after excluding the
votes cast by those persons whose votes may not be included in determining minority approval of a
“business combination” pursuant to MI 61-101;

(c)

the quorum at the Meeting in respect of Ikkuma Shareholders shall be at least two persons present in
person, each being a shareholder entitled to vote thereat or a duly appointed proxyholder or representative
for an absent shareholder so entitled and representing in the aggregate not less than ten percent (10%) of
the outstanding Ikkuma Shares carrying voting rights at the Meeting; and

(d)

if within 30 minutes of the appointed time of the Meeting a quorum in respect of the Ikkuma Shareholders
is not present, the Meeting shall stand adjourned to the same day in the next week at the time and place as
determined by the Chairman of the Meeting, and if at such adjourned meeting a quorum of Ikkuma
Shareholders is not present, the Ikkuma Shareholders present shall be a quorum for all purposes.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS

No director, proposed nominee for election as a director of the Corporation, executive officer, employee or former
executive officer, director or employee of the Corporation, or any associate of any such director, officer or employee
is, or has been at any time since the beginning of the most recently completed financial year of the Corporation,
indebted to the Corporation, nor, at any time since the beginning of the most recently completed financial year of the
Corporation has, any indebtedness of any such person been the subject of a guarantee, support agreement, letter of
credit or other similar arrangement or understanding provided by the Corporation.
INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS
Except as disclosed under “The Arrangement – Interests of Directors and Executive Officers in the Arrangement”,
none of the Corporation’s directors or executive officers or companies or persons that beneficially own or control or
direct, directly or indirectly, or a combination of both, more than 10% of the Ikkuma Shares, a director or executive
officer of such 10% holder, or any of their respective associates and affiliates, has any material interest in any
transaction with the Corporation since the commencement of the Corporation’s last financial year or in any proposed
transaction which has materially affected or would materially affect the Corporation which has not been previously
disclosed.
There are potential conflicts of interest to which the directors and officers of the Corporation may be subject in
connection with the operations of the Corporation. Some of the directors and officers of the Corporation are engaged
and will continue to be engaged in other business opportunities on their own behalf and on behalf of other
corporations and situations may arise where such directors and officers will be in competition with the Corporation.
Individuals concerned shall be governed in any conflicts or potential conflicts by applicable Law and internal
policies of the Corporation.
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INTEREST OF CERTAIN PERSONS OR COMPANIES IN MATTERS TO BE ACTED UPON
No director or executive officer of the Corporation or any associate or affiliate of any one of them, has any material
interest, direct or indirect, by way of beneficial ownership of securities or otherwise, in any matter to be acted on at
the Meeting, except as described in this Information Circular under the heading “The Arrangement – Interests of
Directors and Executive Officers in the Arrangement
INTERESTS OF EXPERTS
Certain legal matters in connection with the Arrangement will be passed upon for the Corporation by Borden Ladner
Gervais LLP. Certain legal matters in connection with the Arrangement will be passed upon for Pieridae by Norton
Rose Fulbright Canada LLP.
As at the date hereof, the partners and associates of Borden Ladner Gervais LLP and Norton Rose Fulbright Canada
LLP, respectively, beneficially own, directly or indirectly, less than 1% of the outstanding Ikkuma Shares and less
than 1% of the outstanding Pieridae Shares.
KPMG LLP, the auditors of Ikkuma have confirmed that they are independent with respect to Ikkuma within the
meaning of the relevant rules and related interpretations prescribed by the relevant professional bodies in Canada
and any applicable legislation or regulations.
ADDITIONAL INFORMATION
Additional financial information is provided in the Corporation’s audited financial statements and management’s
discussion and analysis for the financial year ended December 31, 2017.
Any request for these documents can be made by contacting John Van de Pol, Senior Vice President and Chief
Financial Officer of Ikkuma at Suite 2700, 605 – 5th Avenue S.W., Calgary, Alberta, T2P 3H5 and/or fax (403) 2615902. Information relating to the Corporation can also be obtained on SEDAR under the Corporation’s profile at
www.sedar.com.
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APPENDIX A
ARRANGEMENT RESOLUTION
“BE IT RESOLVED THAT:
(a)

The arrangement (the “Arrangement”) under Section 193 of the Business Corporations Act (Alberta) (the
“ABCA”) of Ikkuma Resources Corp. (“Ikkuma”) and involving, Briko Energy Corp. (“ExploreCo”),
Pieridae Energy Limited (“Pieridae”) and the shareholders of Ikkuma (“Ikkuma Shareholders”), as more
particularly described and set forth in the management information circular and proxy statement of Ikkuma
dated November 14, 2018 (the “Circular”), all as may be amended or modified in accordance with its
terms, are hereby authorized, approved and adopted.

(b)

The plan of arrangement involving Ikkuma, ExploreCo, Pieridae and the Ikkuma Shareholders, as it may be
or have been amended or modified in accordance with its terms (the “Plan of Arrangement”), the full text
of which is set out in Schedule “A” to the arrangement agreement dated as of August 23, 2018 and as
amended November 13, 2018 (the “Arrangement Agreement”), is hereby authorized, approved and
adopted.

(c)

Notwithstanding that this resolution has been passed (and the Arrangement adopted) by the Ikkuma
Shareholders or that the Arrangement has been approved by the Court of Queen’s Bench of Alberta (the
“Court”), the directors of Ikkuma are hereby authorized and empowered, at their discretion, without further
notice to or approval of the Ikkuma Shareholders: (i) to amend the Arrangement Agreement or the Plan of
Arrangement to the extent permitted by the Arrangement Agreement or the Plan of Arrangement, as
applicable, and, if required, approved by the Court; and (ii) subject to the terms of the Arrangement
Agreement, not to proceed with the Arrangement.

(d)

Any officer or director of Ikkuma is hereby authorized and directed for and on behalf of Ikkuma to make an
application to the Court for an order approving the Arrangement and to deliver to the Registrar under the
ABCA the articles of arrangement and such other documents as are necessary or desirable to the Registrar
pursuant to the ABCA in accordance with the Arrangement Agreement.

(e)

Any officer or director of Ikkuma is hereby authorized and directed for and on behalf of Ikkuma to execute
or cause to be executed and to deliver or cause to be delivered, all such other documents and instruments
and to perform or cause to be performed all such other acts and things as in such person’s opinion may be
necessary or desirable to give full force and effect to the foregoing resolutions and the matters authorized
thereby, such determination to be conclusively evidenced by the execution and delivery of such document,
agreement or instrument or the doing of any such act or thing.”
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APPENDIX B
INTERIM ORDER
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Clerk’s Stamp:
COURT FILE NUMBER

1803-22195

COURT

COURT OF QUEEN’S BENCH OF ALBERTA

JUDICIAL CENTRE

EDMONTON

MATTER

IN THE MATTER OF Section 193 of the
Business Corporations Act, R.S.A. 2000, c. B-9,
as amended
AND IN THE MATTER OF a proposed plan
of arrangement involving Ikkuma Resources
Corp., Briko Energy Corp., Pieridae Energy
Limited and the shareholders of Ikkuma
Resources Corp.

APPLICANT

IKKUMA RESOURCES CORP.

DOCUMENT

INTERIM ORDER

ADDRESS FOR SERVICE AND
CONTACT INFORMATION OF
PARTY FILING THIS DOCUMENT

BORDEN LADNER GERVAIS LLP
Centennial Place, East Tower
1900, 520 – 3rd Avenue S.W.
Calgary, Alberta T2P 0R3
Telephone: (403) 232-9500
Fax Number: (403) 266-1395
Attention: David T. Madsen, Q.C.
File No.: 441801-000030

Date on Which Order Was Pronounced:

NOVEMBER 13, 2018

Name of Judge Who Made This Order:

JUSTICE K.G. NIELSEN

INTERIM ORDER
UPON the Originating Application (the “Application”) of Ikkuma Resources Corp. (“Ikkuma”) pursuant
to Section 193 of the Business Corporations Act, R.S.A., 2000, c. B-9 (the “ABCA”);
AND UPON reading the Affidavit of Tim de Freitas, President and Chief Executive Officer of Ikkuma,
sworn November 7, 2018 and the documents referred to therein (the “Affidavit”);
AND UPON hearing counsel for Ikkuma;
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FOR THE PURPOSES OF THIS INTERIM ORDER:
(a)

the capitalized terms not defined in this interim order (the “Order”) shall have the
meanings attributed to them in the management information circular and proxy statement
of Ikkuma (the “Information Circular”), a draft copy of which is attached as Exhibit “A”
to the Affidavit; and

(b)

all references to “Arrangement” used herein mean the plan of arrangement as described in
the Affidavit and in the form attached as Schedule “A” to the Arrangement Agreement,
which is attached as Exhibit “B” to the Affidavit.

IT IS HEREBY ORDERED AND ADJUDGED THAT:
General
1.

Ikkuma shall seek approval of the Arrangement by the holders (the “Ikkuma Shareholders”) of
common shares (the “Ikkuma Shares”) of Ikkuma, in the manner set forth below.

The Meeting
2.

Ikkuma shall call and conduct a special meeting (the “Meeting”) of Ikkuma Shareholders on or
about December 17, 2018. At the Meeting, the Ikkuma Shareholders will consider and vote upon
the Arrangement Resolution and such other business as may be properly brought before the
Meeting or any adjournment or postponement thereof, all as more particularly described in the
Information Circular. Ikkuma Shareholders shall be entitled to one vote in respect of the
Arrangement Resolution for each Ikkuma Share held.

3.

A quorum at the Meeting shall be at least two persons present, each being a shareholder entitled to
vote thereat or a duly appointed proxyholder or representative for an absent shareholder so entitled
and representing in the aggregate not less than 10% of the outstanding Ikkuma Shares. If a quorum
is present at the opening of the Meeting, the Ikkuma Shareholders present or represented may
proceed with the business of the meeting notwithstanding that a quorum is not present throughout
the Meeting. If within 30 minutes of the appointed time of the Meeting a quorum in respect of the
Ikkuma Shareholders is not present, the Meeting shall stand adjourned to the same day in the next
week at the time and place as determined by the Chairman of the Meeting, and if at such adjourned
meeting a quorum of Ikkuma Shareholders is not present, the Ikkuma Shareholders present shall be
a quorum for all purposes.
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4.

In all other respects, the Meeting shall be conducted in accordance with the articles and bylaws of
Ikkuma and the ABCA, as modified by this Order.

5.

The record date for the Meeting has been fixed by the Ikkuma Board at the close of business on
November 14, 2018 (the “Record Date”), which date shall not change as a consequence of any
adjournment or postponement of the Meeting. Ikkuma Shareholders of record as at the Record Date
shall be entitled to receive notice of the Meeting. Ikkuma Shareholders of record will be entitled to
vote those Ikkuma Shares included in the list of Ikkuma Shareholders prepared as at the Record
Date. If an Ikkuma Shareholder transfers Ikkuma Shares after the Record Date and the transferee
of those Ikkuma Shares, having produced properly endorsed certificates evidencing such Ikkuma
Shares or having otherwise established that the transferee owns such Ikkuma Shares, demands, at
least 10 days before the Meeting, that the transferee’s name be included in the list of Ikkuma
Shareholders entitled to vote at the Meeting, such transferee shall be entitled to vote such Ikkuma
Shares at the Meeting.

6.

Ikkuma is authorized and directed to send the Information Circular to the Ikkuma Shareholders.

Conduct of the Meeting
7.

The Chairman of the Meeting shall be any officer or director of Ikkuma.

8.

The only persons entitled to attend and speak at the Meeting shall be the Ikkuma Shareholders or
their authorized representatives, Ikkuma’s directors and officers, Ikkuma’s auditors and legal
counsel, and such other persons permitted to attend the Meeting by the Chairman of the Meeting.

9.

The Arrangement will require approval by: (i) not less than two-thirds of the votes cast by the
Ikkuma Shareholders, present in person or represented by proxy at the special meeting of Ikkuma
Shareholders (the “Meeting”) called to consider the Arrangement; and (ii) by a majority of the
votes cast by Ikkuma Shareholders, present in person or represented by proxy at the Meeting, after
excluding the votes cast by those persons whose votes may not be included in determining minority
approval of a “business combination” pursuant to MI 61-101.

10.

To be valid, a proxy must be deposited with Alliance Trust Company of Canada in the manner
described in the Information Circular.
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11.

The Chair of the Meeting may waive generally any time limits for the deposit of proxies or
communication of voting instructions if, in the exercise of his or her discretion, he or she deems it
advisable to do so.

12.

The accidental omission to give notice of the Meeting or the non-receipt of the notice shall not
invalidate any resolution passed or proceedings taken at the Meeting.

13.

Subject to the Arrangement Agreement, Ikkuma is authorized to adjourn or postpone the Meeting
on one or more occasions (whether or not a quorum is present) and for such period or periods of
time as Ikkuma deems advisable, without the necessity of first convening the Meeting or first
obtaining any vote of the Ikkuma Shareholders (or any of them) in respect of the adjournment or
postponement. Notice of such adjournment or postponement may be given by such method as
Ikkuma determines is appropriate in the circumstances. If the Meeting is adjourned or postponed
in accordance with this Order, the references to the Meeting in this Order shall be deemed to be the
Meeting as adjourned or postponed, as the context allows.

Dissent Rights
14.

The registered holders of Ikkuma Shares are, subject to the provisions of this Order and the Plan of
Arrangement, accorded the right of dissent under Section 191 of the ABCA with respect to the
Arrangement Resolution.

15.

In order to exercise such right of dissent under subsection 191(5) of the ABCA:
(a)

a written objection to the Arrangement Resolution must be received by Ikkuma c/o its
counsel Borden Ladner Gervais LLP, Suite 1900, 520 – 3rd Avenue S.W., Calgary, Alberta
T2P 0R3, Attention: David T. Madsen, Q.C., by 4:00 p.m. (MST time) on December 10,
2018 (or the Business Day that is five Business Days prior to the date of the Meeting if it
is not held on December 17, 2018);

(b)

a dissenting Ikkuma Shareholder shall not have voted their Ikkuma Shares at the Meeting,
either by proxy or in person, in favour of the Arrangement Resolution;

(c)

a holder of Ikkuma Shares may not exercise the right of dissent in respect of only a portion
of the holder’s Ikkuma Shares, but must dissent with respect to all of the Ikkuma Shares
held by the holder; and
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(d)

the exercise of such right of dissent must otherwise comply with the requirements of
Section 191 of the ABCA, as modified by the Plan of Arrangement and this Order.

16.

A Dissenting Shareholder shall, on the Effective Date, cease to have any rights as a holder of
Ikkuma Shares and shall only be entitled to be paid by Pieridae the fair value of the Dissenting
Shareholder’s Ikkuma Shares. A Dissenting Shareholder who is paid the fair value of the holder’s
Ikkuma Shares shall be deemed to have transferred the holder’s Ikkuma Shares to Pieridae on the
Effective Date, notwithstanding the provisions of Section 191 of the ABCA.

17.

Subject to further order of this Court, the rights available to the Ikkuma Shareholders under the
ABCA and the Plan of Arrangement to dissent from the Arrangement Resolution shall constitute
full and sufficient rights of dissent for the Ikkuma Shareholders with respect to the Arrangement
Resolution.

18.

Notice to the Ikkuma Shareholders of their right of dissent with respect to the Arrangement
Resolution and to receive, subject to the provisions of the ABCA and the Plan of Arrangement, the
fair value of their Ikkuma Shares shall be given by including information with respect to this right
in the Information Circular to be sent to Ikkuma Shareholders in accordance with paragraph 19 of
this Order.

Notice
19.

An Information Circular, substantially in the form attached as Exhibit “A” to the Affidavit with
amendments thereto as counsel for Ikkuma may determine necessary or desirable (provided such
amendments are not inconsistent with the terms of this Order), shall be sent, by or on behalf of
Ikkuma to:
(a)

the registered Ikkuma Shareholders who held Ikkuma Shares as of the Record Date by prepaid first class or ordinary mail, addressed to each such Ikkuma Shareholder at his, her or
its address as shown on the books and records of Ikkuma as of the Record Date, not later
than 21 days prior to Meeting; and

(b)

the directors and auditors of Ikkuma by pre-paid first class or ordinary mail, by courier, by
delivery in person, or by electronic mail, addressed to each director and firm of auditors,
as applicable, not later than 21 days prior to the date of the Meeting.
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In calculating the 21 day period, the date of mailing shall be included and the date of the Meeting
shall be excluded.
20.

Delivery of the Information Circular in the manner directed by this Order shall be deemed to be
good and sufficient service upon the Ikkuma Shareholders, the directors and auditors of Ikkuma of:
(a)

this Order;

(b)

the Notice of Special Meeting; and

(c)

the Notice of Originating Application,

all in substantially the forms set forth in the Information Circular, together with instruments of
proxy and such other material as Ikkuma may consider fit.
Solicitation of Proxies
21.

Ikkuma is authorized to use the proxies enclosed with the Information Circular, subject to its ability
to insert dates and other relevant information in the final forms of such proxy. Ikkuma is authorized,
at its expense, to solicit proxies, directly and through its officers, directors and employees, and
through such agents or representatives as Ikkuma may retain for that purpose, and such solicitation
may be by mail or such other forms of personal and electronic communication as they may
determine.

Amendments to the Arrangement
22.

Ikkuma is authorized to make such amendments, revisions or supplements to the Arrangement as
it may determine necessary or desirable, provided that such amendments are made in accordance
with and in the manner contemplated by the Arrangement Agreement. The Arrangement as so
amended, revised or supplemented shall be the Arrangement submitted to the Meeting and the
subject of the Arrangement Resolution, without need to return to this Court to amend this Order.

Amendments to the Meeting Materials
23.

Ikkuma is authorized to make such amendments, revisions or supplements (“Additional
Information”) to the Information Circular, form of proxy (“Proxy”), Notice of Special Meeting,
form of Letter of Transmittal and Notice of Originating Application as it may determine, and
Ikkuma may disclose such Additional Information, including material changes, by the method and
in the time most reasonably practicable in the circumstances as determined by Ikkuma. Without

7
limiting the generality of the foregoing, if any material change or material fact arises between the
date of this Order, and the date of the Meeting, which change or fact, if known prior to mailing of
the Information Circular, would have been disclosed in the Information Circular, then:
(a)

Ikkuma shall advise the Ikkuma Shareholders of the material change or material fact by
disseminating and filing a news release (“News Release”) in accordance with applicable
securities laws; and

(b)

provided that the News Release describes the applicable material change or material fact
in reasonable detail, Ikkuma shall not be required to deliver an amendment to the
Information Circular to the Ikkuma Shareholders or otherwise give notice to the Ikkuma
Shareholders of the material change or material fact other than dissemination or filing of
the News Release as aforesaid.

Final Application
24.

Subject to further Order of this Court, and provided that the Ikkuma Shareholders have approved
the Arrangement in the manner directed by this Court and the directors of Ikkuma have not revoked
their approval of the Arrangement, Ikkuma may proceed with an application for approval of the
Arrangement and the Final Order on December 18, 2018 at 10:00 a.m. (MST time) or so soon
thereafter as counsel may be heard at the Edmonton Law Courts, Edmonton, Alberta. Subject to
the Final Order, and to the issuance of the proof of filing of the Articles of Arrangement, all Ikkuma
Shareholders, Ikkuma, Briko Energy Corp., Pieridae, and all other persons will be bound by the
Arrangement in accordance with its terms.

25.

Any Ikkuma Shareholder or any other interested party (“Interested Party”) desiring to appear at
the hearing of the application for the Final Order is required to file with this Court and serve upon
Ikkuma on or before 4:00 p.m. (MST time) on December 11, 2018, a Notice of Intention to Appear
including an address for service in the Province of Alberta, indicating whether such Interested Party
intends to support or oppose the application or make submission thereat, together with a summary
of the position such Interested Party intends to advocate before the Court and any evidence or
materials which are to be presented to the Court. Service of this notice on Ikkuma shall be effected
by service upon the solicitors for Ikkuma c/o Borden Ladner Gervais LLP, Suite 1900, 520 – 3rd
Avenue S.W., Calgary, Alberta T2P 0R3, facsimile: (403) 266-1395, Attention: David T. Madsen,
Q.C.
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26.

In the event that the application for the Final Order is adjourned, only those parties appearing before
this Court for the application for the Final Order, and those Interested Parties serving a Notice of
Intention to Appear in accordance with paragraph 25 of this Order, shall have notice of the
adjourned date.

Leave to Vary Interim Order
27.

Ikkuma is entitled at any time to seek leave to vary this Interim Order upon such terms and the
giving of such notice as this Court may direct.

(signed) “K.G. Nielsen”
Justice of the Court of Queen’s Bench of Alberta

APPENDIX C
FAIRNESS OPINION

C-1

November 13, 2018
The Board of Directors
Ikkuma Resources Corp
Suite 2700, 605 – 5th Avenue SW
Calgary, AB, T2P 3H5
To the Board of Directors:
KES 7 Capital Inc. (“KES 7”) understands that Ikkuma Resources Corp. (“Ikkuma”)
has entered into an arrangement agreement (the “Arrangement Agreement”) dated
as of August 23, 2018 with Pieridae Energy Limited (“Pieridae”) pursuant to which
Pieridae would acquire all of the issued and outstanding common shares (the
“Common Shares”) of Ikkuma and the holders of Common Shares (the
“Shareholders”) will receive for each Common Share held: (i) 0.1926 of a common
share of Pieridae; and (ii) 0.1 of a common share of a new corporation (“ExploreCo”),
subject to customary regulatory approvals by the Alberta Energy Regulator (the
“AER”) of the transfer of the certain interests of Ikkuma in its Cardium, light oil-focused
Alberta Foothills properties (the “ExploreCo Assets”) (the “Arrangement”). If such
AER approval is not received by December 31, 2018, no shares of ExploreCo will be
distributed to Shareholders and Shareholders will not receive any further
consideration.
KES 7 understands that the Arrangement Agreement was amended on November 13,
2018 to provide that, in addition to the consideration set forth in the Arrangement
Agreement, Shareholders would receive, for each Common Share held, 0.1 of a
common share purchase warrant of ExploreCo (each whole warrant being an
“ExploreCo Warrant”), subject to customary regulatory approvals by the AER of the
transfer of the certain interests of Ikkuma in its Cardium, light oil-focused Alberta
Foothills properties. If such AER approval is not received by December 31, 2018, no
shares or warrants of ExploreCo will be distributed to Shareholders and Shareholders
will not receive any further consideration. Each whole ExploreCo Warrant entitles the
holder thereof to acquire one common share of ExploreCo for a period of one hundred
and eighty (180) calendar days from the date of issuance at a price of $1.10 per
common share of ExploreCo.
The above description is summary in nature. The specific terms and conditions of the
Arrangement are set out in the Arrangement Agreement and will be more fully
described in the notice of special meeting of shareholders and management
information circular and proxy statement (the “Circular”), which is to be mailed to the
Shareholders in connection with the Arrangement.
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Engagement of KES 7
KES 7 was engaged by Ikkuma pursuant to an engagement agreement dated June
26, 2018 (the “Engagement Agreement”) to provide financial advice and assistance
to Ikkuma in connection with the Arrangement and, if requested, to prepare and
deliver to the Board of Directors of Ikkuma an opinion as to the fairness, from a
financial point of view, of the consideration to be received by the Shareholders
pursuant to the Arrangement (the “Fairness Opinion”). KES 7 has not prepared a
valuation of Ikkuma, Pieridae or any of their respective securities or assets, and the
Fairness Opinion should not be construed as such.
The terms of the Engagement Agreement provide that KES 7 will receive a fee for its
services, a portion of which is payable on delivery of the Fairness Opinion (regardless
of its conclusion) and a portion of which is contingent on completion of the
Arrangement. Furthermore, Ikkuma has agreed to indemnify KES 7, in certain
circumstances, against certain expenses, losses, claims, actions, suits, proceedings,
damages and liabilities which may arise directly or indirectly from services performed
by KES 7 in connection with the Engagement Agreement.
On August 23, 2018 at the request of the Board of Directors of Ikkuma, KES 7 orally
delivered the Fairness Opinion to the Board of Directors of Ikkuma based upon and
subject to the scope of review, assumptions and limitations and other matters
described herein. This Fairness Opinion provides the same opinion, in writing, as that
given orally by KES 7 on August 23, 2018.
The Fairness Opinion represents the opinion of KES 7 and its form and content have
been approved by a committee of senior investment banking professionals of KES 7,
each of whom is experienced in merger, acquisition, divestiture, valuation, and
fairness opinion matters.
Relationship with Interested Parties
Neither KES 7 nor any of its affiliates is an insider, associate or affiliate (as those
terms are defined in the Securities Act (Alberta) (the “Securities Act”)) of Ikkuma,
Pieridae, or any of their respective associates or affiliates (collectively, the “Interested
Parties”, or individually an “Interested Party”). Neither KES 7 nor any of its affiliates
is an advisor to any of the Interested Parties with respect to the Arrangement other
than to Ikkuma pursuant to the Engagement Agreement.
KES 7 and its affiliates have not acted as lead or co-lead manager on any offering of
securities of Ikkuma, Pieridae, or any other Interested Party, and have not had a
material financial interest in any transaction involving Ikkuma, Pieridae, or any other
Interested Party during the 12 months preceding the date on which KES 7 was first





contacted in respect of the Fairness Opinion, other than services provided under the
Engagement Agreement and as described herein.
KES 7 and its affiliates act as a merchant bank and target bespoke investments for
both their own capital and that of their funding partners, that include institutions, family
offices and high-net-worth individuals. KES 7’s corporate finance expertise is centred
around structured finance, M&A, and go-private/ go-public transactions.
The fees payable to KES 7 in connection with the Engagement Agreement and the
Fairness Opinion are not financially material to KES 7. KES 7 may advise (and
potentially invest in) ExploreCo. Also, KES 7 may in the future, in the ordinary course
of its business, perform financial advisory or investment banking services for Ikkuma,
Pieridae, or any other Interested Party.
Scope of Review
In connection with the Fairness Opinion, KES 7 reviewed and relied upon (without
attempting to verify independently the completeness, accuracy or fair presentation of)
or carried out, among other things, the following:
1) The Arrangement Agreement
2) The form of Support Agreement to be entered into by Pieridae and each director
and officer of Ikkuma dated August 23, 2018
3) Audited annual financial statements for each of Ikkuma and Pieridae/ Petrolia
and related management’s discussion and analysis for the fiscal years ended
December 31, 2017, 2016, and 2015
4) Unaudited interim financial statements for each of Ikkuma and Pieridae and
related management’s discussion and analysis for the three months ended
March 31, 2018
5) Annual information forms for Ikkuma for the fiscal years ended December 31,
2017, 2016, and 2015 and for Pieridae/ Petrolia for the fiscal years ended
December 31, 2017 and 2015
6) Notices of annual meetings and related circulars of each of Ikkuma and
Pieridae/ Petrolia for the fiscal years ended December 31, 2017, 2016 and 2015
7) Most recent reserve reports for each of Ikkuma, Pieridae and the ExploreCo
Assets as of December 31, 2017





8) Presentation material provided to KES 7 covering technical aspects of Ikkuma’s
assets and the ExploreCo Assets
9) Land, production, well, and infrastructure and marketing summary documents of
Ikkuma and the ExploreCo Assets
10)Budgets, forecasts, projections and estimates provided for each of Ikkuma,
Pieridae and ExploreCo by or on behalf of management of Ikkuma and Pieridae
11)Written responses provided by Ikkuma management in response to due
diligence question lists submitted by KES 7
12)Written responses provided by Pieridae management in response to due
diligence question lists submitted by KES 7
13)Representations contained in separate certificates dated August 23, 2018 from
senior officers of Ikkuma and Pieridae as to the completeness and accuracy of
the information upon which this Fairness Opinion is based (the “Certificates”)
14)Various research publications prepared by equity research analysts regarding
Ikkuma, Pieridae, ExploreCo and other selected public companies considered
relevant
15)Public information relating to the business, operations, and financial
performance of Ikkuma, Pieridae, ExploreCo and other selected public
companies considered relevant
16)Public information with respect to certain other transactions of a comparable
nature considered relevant
17)Discussions with senior management of Ikkuma and Pieridae with respect to the
information referred to above and other issues considered relevant
18)Such other corporate, industry, and financial market information, investigations
and analyses as KES 7 considered necessary or appropriate in the
circumstances
KES 7 has not, to the best of its knowledge, been denied access by Ikkuma or
Pieridae to any information requested by KES 7.
KES 7 did not meet with the auditors of Ikkuma or Pieridae and has assumed the
accuracy, completeness and fair presentation of, and has relied upon, without
 




independent verification, the financial statements of Ikkuma and Pieridae and any
reports of the auditors thereon.
Prior Valuations
Senior officers of Ikkuma, on behalf of Ikkuma, and senior officers of Pieridae, on
behalf of Pieridae, have represented to KES 7 in the Ikkuma Certificate and Pieridae
Certificate, respectively, that, among other things, to the best of their knowledge,
information and belief after due inquiry, there have been no valuations or appraisals
relating to Ikkuma or Pieridae or any of their respective affiliates or any of their
respective material assets or liabilities made in the preceding 24 months and in the
possession or control of Ikkuma or Pieridae other than those which have been
provided to KES 7 or, in the case of valuations known to Ikkuma or Pieridae which
they do not have within their possession or control, notice of which has not been given
to KES 7.
Assumptions and Limitations
With Ikkuma’s acknowledgement and agreement as provided for in the Engagement
Agreement, KES 7 has relied upon the accuracy, completeness, and fair presentation
of all data and other information obtained by it from public sources or provided to it by
Ikkuma, Pieridae, or their representatives, or otherwise obtained by KES 7. The
Fairness Opinion is premised and conditional upon such accuracy, completeness and
fair presentation and there being no misrepresentation (as defined in the Securities
Act) of the foregoing data and other information. KES 7 has assumed that there is no
information relating to the business, operations and assets of Ikkuma, Pieridae, or
their respective affiliates that could reasonably be expected to be material to the
Fairness Opinion that has not been disclosed or made available to KES 7. Subject to
the exercise of professional judgment, and except as expressly described herein, KES
7 has not attempted to verify independently the accuracy, completeness or fair
presentation of any of the foregoing data and other information.
With respect to the budgets, forecasts, projections or estimates provided to KES 7 and
used in its analyses, KES 7 notes that projecting future results is inherently subject to
uncertainty. KES 7 has assumed, however, that such budgets, forecasts, projections
and estimates were prepared using the assumptions identified therein which KES 7
has been advised are (or were at the time of preparation and continue to be), in the
opinion of Ikkuma and Pieridae, reasonable in the circumstances. KES 7 expresses no
independent view as to the reasonableness of such budgets, forecasts, projections
and estimates or the assumptions on which they are based. KES 7 was not engaged
to review and has not reviewed any of the legal, tax or accounting aspects of the
Arrangement. KES 7 has assumed that the Arrangement complies with all applicable
laws.
 




Senior officers of Ikkuma, on behalf of Ikkuma, have represented to KES 7 in the
Ikkuma Certificate, to the best of their knowledge, information and belief after due
inquiry: (i) that Ikkuma has no information or knowledge of any facts, public or
otherwise, not specifically provided to KES 7 relating to Ikkuma or Pieridae which
would reasonably be expected to affect materially the Fairness Opinion; (ii) with the
exception of forecasts, projections or estimates referred to in subparagraph (iv) below,
the information, data and other material (collectively, the “Information”) as filed under
Ikkuma’s profile on the System for Electronic Document Analysis and Retrieval
(“SEDAR”) and/or provided to KES 7 by or on behalf of Ikkuma or its representatives
in respect of Ikkuma and its affiliates in connection with the Arrangement is or, in the
case of historical Information was, at the date of preparation, true, complete and
accurate and did not and does not contain any untrue statement of a material fact and
does not omit to state a material fact necessary to make the Information not
misleading in the light of circumstances in which it was presented; (iii) to the extent
that any of the Information identified in subparagraph (ii) above is historical, there
have been no changes in any material facts or new material facts since the respective
dates thereof which have not been disclosed to KES 7 or updated by more current
information not provided to KES 7 by Ikkuma and there has been no material change,
financial or otherwise in the financial condition, assets, liabilities (contingent or
otherwise), business, operations or prospects of Ikkuma and no material change has
occurred in the Information or any part thereof which would have or which would
reasonably be expected to have a material effect on the Fairness Opinion; (iv) any
portions of the Information provided to KES 7 (or filed on SEDAR) which constitute
forecasts, projections or estimates were prepared using the assumptions identified
therein, which, in the reasonable opinion of Ikkuma, are (or were at the time of
preparation and continue to be) reasonable in the circumstances; (v) there have been
no valuations or appraisals relating to Ikkuma or Pieridae or any of their respective
affiliates or any of their respective material assets or liabilities made in the preceding
24 months and in the possession or control of Ikkuma other than those which have
been provided to KES 7 or, in the case of valuations known to Ikkuma which it does
not have within its possession or control, notice of which has not been given to KES 7;
(vi) there have been no verbal or written offers or serious negotiations for or
transactions involving any material property of Ikkuma or any of its affiliates during the
preceding 24 months which have not been disclosed to KES 7; (vii) since the dates on
which the Information was provided to KES 7 (or filed on SEDAR), no material
transaction has been entered into by Ikkuma or any of its affiliates; (viii) other than as
disclosed in the Information, none of Ikkuma or any of its affiliates has any material
contingent liabilities and there are no actions, suits, claims, proceedings,
investigations or inquiries pending or threatened against or affecting the Arrangement,
Ikkuma or any of its affiliates at law or in equity or before or by any federal, national,
provincial, state, municipal or other governmental department, commission, bureau,
board, agency or instrumentality which may, in any way, materially adversely affect
Ikkuma or its affiliates or the Arrangement; (ix) all financial material, documentation
 




and other data concerning the Arrangement, Ikkuma and its affiliates, including any
projections or forecasts provided to KES 7, were prepared on a basis consistent in all
material respects with the accounting policies applied in the most recent audited
consolidated financial statements of Ikkuma, as applicable; (x) there are no
agreements, undertakings, commitments or understanding (whether written or oral,
formal or informal) relating to the Arrangement, except as have been disclosed in
complete detail to KES 7; (xi) the contents of any and all documents prepared in
connection with the Arrangement for filing with regulatory authorities or delivery or
communication to securityholders of Ikkuma (collectively, the “Disclosure
Documents”) have been, are and will be true, complete and correct in all material
respects and have not and will not contain any misrepresentation (as defined in the
Securities Act) and the Disclosure Documents have complied, comply and will comply
with all requirements under applicable laws; (xii) Ikkuma has complied in all material
respects with the Engagement Agreement, including the terms and conditions of the
Indemnity attached thereto; and (xiii) to the best of its knowledge, information and
belief after due inquiry, there is no plan or proposal for any material change (as
defined in the Securities Act) in the affairs of Ikkuma which have not been disclosed to
KES 7.
Senior officers of Pieridae, on behalf of Pieridae, have represented to KES 7 in the
Pieridae Certificate, to the best of their knowledge, information and belief after due
inquiry: (i) that Pieridae has no information or knowledge of any facts, public or
otherwise, not specifically provided to KES 7 relating to Ikkuma or Pieridae which
would reasonably be expected to affect materially the Fairness Opinion; (ii) with the
exception of forecasts, projections or estimates referred to in subparagraph (iv) below,
the Information as filed under Pieridae’s profile on SEDAR and/or provided to KES 7
by or on behalf of Pieridae or its representatives in respect of Pieridae and its affiliates
in connection with the Arrangement is or, in the case of historical Information was, at
the date of preparation, true, complete and accurate and did not and does not contain
any untrue statement of a material fact and does not omit to state a material fact
necessary to make the Information not misleading in the light of circumstances in
which it was presented; (iii) to the extent that any of the Information identified in
subparagraph (ii) above is historical, there have been no changes in any material facts
or new material facts since the respective dates thereof which have not been
disclosed to KES 7 or updated by more current information not provided to KES 7 by
Pieridae and there has been no material change, financial or otherwise in the financial
condition, assets, liabilities (contingent or otherwise), business, operations or
prospects of Pieridae and no material change has occurred in the Information or any
part thereof which would have or which would reasonably be expected to have a
material effect on the Fairness Opinion; (iv) any portions of the Information provided to
KES 7 (or filed on SEDAR) which constitute forecasts, projections or estimates were
prepared using the assumptions identified therein, which, in the reasonable opinion of
Pieridae, are (or were at the time of preparation and continue to be) reasonable in the
 




circumstances; (v) there have been no valuations or appraisals relating to Ikkuma or
Pieridae or any of their respective affiliates or any of their respective material assets or
liabilities made in the preceding 24 months and in the possession or control of
Pieridae other than those which have been provided to KES 7 or, in the case of
valuations known to Pieridae which it does not have within its possession or control,
notice of which has not been given to KES 7; (vi) there have been no verbal or written
offers or serious negotiations for or transactions involving any material property of
Pieridae or any of its affiliates during the preceding 24 months which have not been
disclosed to KES 7; (vii) since the dates on which the Information was provided to
KES 7 (or filed on SEDAR), no material transaction has been entered into by Pieridae
or any of its affiliates; (viii) other than as disclosed in the Information, none of Pieridae
or any of its affiliates has any material contingent liabilities and there are no actions,
suits, claims, proceedings, investigations or inquiries pending or threatened against or
affecting the Arrangement, Pieridae or any of its affiliates at law or in equity or before
or by any federal, national, provincial, state, municipal or other governmental
department, commission, bureau, board, agency or instrumentality which may, in any
way, materially adversely affect Pieridae or its affiliates or the Arrangement; (ix) all
financial material, documentation and other data concerning the Arrangement,
Pieridae and its affiliates, including any projections or forecasts provided to KES 7,
were prepared on a basis consistent in all material respects with the accounting
policies applied in the most recent audited consolidated financial statements of
Pieridae, as applicable; (x) there are no agreements, undertakings, commitments or
understanding (whether written or oral, formal or informal) relating to the Arrangement,
except as have been disclosed in complete detail to KES 7; (xi) the contents of any
and all documents prepared in connection with the Arrangement for filing with
regulatory authorities or delivery or communication to securityholders of Pieridae have
been, are and will be true, complete and correct in all material respects and have not
and will not contain any misrepresentation (as defined in the Securities Act) and the
Disclosure Documents have complied, comply and will comply with all requirements
under applicable laws; and (xii) to the best of its knowledge, information and belief
after due inquiry, there is no plan or proposal for any material change (as defined in
the Securities Act) in the affairs of Pieridae which have not been disclosed to KES 7.
In preparing the Fairness Opinion, KES 7 has made several assumptions, including
that all final versions of all agreements and documents to be executed and delivered
in respect of or in connection with the Arrangement will conform in all material
respects to the drafts provided to KES 7, that all conditions precedent to be satisfied to
complete the Arrangement can and will be satisfied, that all approvals, authorizations,
consents, permissions, exemptions or orders of relevant regulatory authorities, courts
of law, or third parties required in respect of or in connection with the Arrangement will
be obtained in a timely manner, without adverse condition or qualification, that all
steps or procedures being followed to implement the Arrangement are valid and
effective and will comply with applicable laws and regulatory requirements, and the
 




Disclosure Documents will be accurate, in all material respects, and will comply, in all
material respects, with the requirements of all applicable laws. In its analysis in
connection with the preparation of the Fairness Opinion, KES 7 made numerous
assumptions with respect to industry performance, general business and economic
conditions, and other matters, many of which are beyond the control of KES 7,
Ikkuma, Pieridae and their respective affiliates or any other party involved in the
Arrangement. The Fairness Opinion is conditional on all such assumptions being
correct.
The Fairness Opinion has been provided for the exclusive use of the Board of
Directors of Ikkuma and is not intended to be, and does not constitute, a
recommendation to the Board of Directors of Ikkuma. The Fairness Opinion does not
address the relative merits of the Arrangement as compared to other transactions or
business strategies that might be available to Ikkuma, nor does it address the
underlying business decision to implement the Arrangement. KES 7’s conclusion as to
the fairness, from a financial point of view, of the consideration to be received by the
Shareholders pursuant to the Arrangement is based on its review of the Arrangement
taken as a whole, rather than any particular element. KES 7 expresses no opinion with
respect to future trading prices of securities of any Interested Party following the
announcement and completion of the Arrangement. The Fairness Opinion does not
constitute a recommendation to acquire or dispose of securities of any Interested
Party.
The Fairness Opinion is rendered as of August 23, 2018 on the basis of securities
markets, economic and general business and financial conditions prevailing on that
date and the condition and prospects, financial and otherwise, of Ikkuma, Pieridae,
and their respective subsidiaries and affiliates as reflected in the Information provided
or otherwise available to KES 7. Although KES 7 reserves the right to change or
withdraw the Fairness Opinion in the event that there is any material change in any
fact or matter affecting the Fairness Opinion, it disclaims any undertaking or obligation
to advise any person of any such change that may come to its attention.
KES 7 is not an expert on, and did not render advice to the Board of Directors of
Ikkuma regarding, legal, tax, accounting or regulatory matters.
The Fairness Opinion may not be used by any person or relied upon by any person
other than the Board of Directors of Ikkuma in connection with the Arrangement and
for inclusion in the Circular (together with a summary therefor in a form acceptable to
KES 7) without the express prior written consent of KES 7. Other than the foregoing,
the Fairness Opinion is not to be reproduced, disseminated, quoted from or referred to
(in whole or in part) without KES 7’s prior written consent.






The preparation of a fairness opinion is a complex process and is not necessarily
amenable to partial analysis or summary description. KES 7 believes that its analyses
must be considered as a whole and that selecting portions of the analyses or the
factors considered by it, without considering all factors and analyses together, could
create an incomplete view of the process underlying the Fairness Opinion.
Accordingly, the Fairness Opinion should be read in its entirety.
Approach to Fairness
In considering the fairness of the consideration to be received by the Shareholders
pursuant to the Arrangement from a financial point of view, KES 7 principally
considered and relied upon the following approaches: (i) a comparison of the
consideration to be received by the Shareholders pursuant to the Arrangement to a
Net Asset Value (“NAV”) of Ikkuma; (ii) a comparison of the multiples implied by the
Arrangement to the multiples implied by precedent gas-weighted transactions in the
Canadian marketplace; (iii) a comparison of the multiples implied by comparable gasweighted Canadian exploration and production companies whose securities are
publicly traded to the multiples implied by the consideration to be received by the
Shareholders pursuant to the Arrangement; (iv) an assessment of the relative
contribution of each of Ikkuma and Pieridae to selected financial and operating metrics
of the pro forma entity; and (v) a comparison of the consideration to be received by the
Shareholders pursuant to the Arrangement to recent market trading prices of the
Common Shares.
Conclusion
Based upon and subject to the foregoing and such other matters that KES 7
considered relevant, KES 7 is of the opinion that, as of August 23, 2018, the
consideration to be received by the Shareholders pursuant to the Arrangement is fair,
from a financial point of view, to the Shareholders. Furthermore, based upon and
subject to the foregoing and such other matters that KES 7 considered relevant, KES
7’s opinion that, as of August 23, 2018, the consideration to be received by the
Shareholders pursuant to the Arrangement is fair, from a financial point of view, to the
Shareholders, would be unchanged had the ExploreCo Warrants been included in the
consideration contemplated by the Arrangement Agreement.
Yours very truly,
KES 7 CAPITAL INC.

By:

________________________________________
Mark Christensen, President & CEO
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NOTICE TO READER
ExploreCo is currently a wholly-owned subsidiary of Ikkuma. ExploreCo was incorporated for the purposes of
participating in the Arrangement and acquiring the ExploreCo Assets and has not carried on any active business
other than in connection with the Arrangement, the ExploreCo Conveyance Agreement and related matters and as
discussed in this Information Circular. Pursuant to the ExploreCo Conveyance Agreement, the ExploreCo Assets
were transferred from Ikkuma to ExploreCo effective September 21, 2018.
The Arrangement provides Ikkuma Shareholders with the opportunity to participate in the business of ExploreCo
through the ownership of ExploreCo Shares. Assuming the Arrangement Resolution is approved, immediately
following the Effective Time, among other things, Ikkuma Shareholders (excluding Dissenting Shareholders) will
ultimately receive, for each Ikkuma Share held: (i) 0.1926 of one Pieridae Share; and (ii) 0.1 of an ExploreCo Share
and 0.1 of an ExploreCo Warrant and ExploreCo will own the ExploreCo Assets. Unless otherwise noted, the
disclosure in this Appendix has been prepared assuming that the Arrangement and the issuance of such
Pieridae Shares, ExploreCo Shares and ExploreCo Warrants has been completed.
All capitalized terms used in this Appendix but not otherwise defined herein have the meanings set forth in the
“Glossary of Terms” in the Information Circular to which this Appendix is attached.
No securities regulatory authority or stock exchange has expressed an opinion about the Arrangement or the Pieridae
Shares, ExploreCo Shares or ExploreCo Warrants to be issued pursuant to the Arrangement and it is an offence to
claim otherwise.
An investment in ExploreCo should be considered highly speculative due to the nature of its activities and the
present stage of its development. ExploreCo was incorporated for the purposes of participating in the Arrangement
and acquiring the ExploreCo Assets and has not carried on any active business other than in connection with the
Arrangement and related matters and as discussed in the Information Circular and this Appendix. See “Risk
Factors”.
The following information is a summary of the business and affairs of ExploreCo and should be read together with
the more detailed information regarding the Arrangement contained elsewhere in the Information Circular and the
financial statements, operating statements, pro forma financial statements, management’s discussion and analysis
and reserves disclosure relating to ExploreCo and the ExploreCo Assets, as applicable, in this Appendix or the
Schedules attached to this Appendix.
In this Appendix, dollar amounts are expressed in Canadian dollars unless otherwise stated.
PRESENTATION OF RESERVES AND PRODUCTION INFORMATION
Disclosure of Information
Deloitte LLP (“Deloitte”) prepared the reserves summary report entitled “Ikkuma Resources Corp. Reserve
summary reports for ExploreCo and Non-ExploreCo assets” dated as of September 14, 2018 (the “Reserves
Report”), summarising subsets of the independent reserve evaluation of Ikkuma Resources Corp., effective
December 31, 2017. The Reserves Report reflects no changes from the reserve report issued by Deloitte on April 11,
2018, only a separation of the assets into two companies, ExploreCo and Ikkuma. These evaluations were prepared
in accordance with the standards contained in NI 51-101 and the Canadian Oil and Gas Evaluation Handbook (the
“COGE Handbook”) that were in effect at the relevant time.
With respect to the disclosure of reserves contained herein relating to portions of ExploreCo’s properties, the
estimates of reserves and future net revenue for individual properties may not reflect the same confidence level as
estimates of reserves and future net revenue for all properties, due to the effects of aggregation. Estimates of future
net revenue, whether calculated without discount or using a discount rate, do not represent fair market value.
Unless otherwise indicated, all volumes of ExploreCo’s reserves presented herein are on a “gross” basis.
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Non-IFRS Measures
Within this Appendix, references are made to terms commonly used in the oil and natural gas industry. Management
uses certain industry benchmarks such as operating netback and operating income 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 petroleum and natural gas revenue including realized gains and losses on
commodity risk management contracts less royalties, operating expenses and transportation expenses 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 its operational performance as these measures demonstrate ExploreCo’s field level profitability
relative to current commodity prices.
Two of the benchmarks ExploreCo uses to evaluate its performance are “funds flow from (used in) operations” and
“adjusted funds flow”, which are separate and distinct from “cash provided by (used in) operating activities”. Funds
flow from (used in) operations and adjusted funds flow are non-IFRS measures that are commonly used in the oil
and gas industry. Funds flow from (used in) operations represent 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.
ExploreCo considers both to be key measures that demonstrate the ability of ExploreCo’s continuing operations to
generate the cash flow necessary to fund future growth through capital investment. Funds flow from (used in)
operations or adjusted funds flow should not be considered an alternative to or more meaningful than cash provided
by (used in) operating activities as determined in accordance with IFRS as an indicator of ExploreCo’s performance.
ExploreCo’s determination of funds flow from (used in) operations or adjusted funds flow may not be comparable
with that of other companies.
Net working capital deficiency (surplus) includes total current assets and current liabilities excluding short-term
derivative assets and liabilities related to ExploreCo’s risk management activities.
Caution Respecting BOE
In this Appendix, the abbreviation BOE means a barrel of oil equivalent on the basis of 1 BOE to 6 Mcf of natural
gas when converting natural gas to BOEs. BOEs may be misleading, particularly if used in isolation. A BOE
conversion ratio of 6 Mcf to 1 BOE is based on an energy equivalency conversion method primarily applicable at
the burner tip and does not represent a value equivalency at the wellhead
ABBREVIATIONS AND CONVERSIONS
Abbreviations
The following abbreviations have the meanings set forth below.
AECO
API
bbl/d
bbls
BOE
BOE/d
GJ
GJ/d
Lt
Lt/d
M$

Alberta Energy Company interconnect with Nova system, the Canadian benchmark for natural gas
pricing
American Petroleum Institute
Barrels per day
Barrels
Barrel of oil equivalent of natural gas and crude oil on the basis of one bbl of crude oil for 6 Mcf of
natural gas
Barrel of oil equivalent per day
Gigajoule
Gigajoule per day
Long tons
Long tons per day
Thousands of dollars
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m3
Mbbl
MBOE
Mcf
Mcf/d
MMBtu
MMcf
MMcf/d
NGL
WTI

Cubic metres
Thousand barrels
Thousand barrels of oil equivalent
Thousand cubic feet
Thousand cubic feet per day
One million British thermal units
Million cubic feet
Million cubic feet per day
Natural gas liquids
West Texas Intermediate of Cushing, Oklahoma, the benchmark for crude oil pricing purposes

Conversions
The following table sets forth certain standard conversions from Standard Imperial Units to the International System
of Units (or metric units).
To Convert From

To

Multiply By

Mcf
m3
bbls
m3
Feet
Metres
Miles
Kilometres
Acres
Hectares
Gigajoules
MMBtu

m3
Cubic feet
m3
Bbls
Metres
Feet
Kilometres
Miles
Hectares
Acres
MMBtu
Gigajoules

28.174
35.494
0.159
6.293
0.305
3.281
1.609
0.621
0.405
2.500 (Alberta and British Columbia)
0.950
1.0526

FORWARD LOOKING INFORMATION AND STATEMENTS
This Appendix contains forward-looking statements and forward-looking information (collectively, “forwardlooking statements”). These statements relate to future events or ExploreCo’s future performance. All statements
other than statements of historical fact may be forward-looking statements. In some cases, forward-looking
statements can be identified by terminology such as “may”, “will”, “should”, “expect”, “plan”, “anticipate”,
“believe”, “estimate”, “predict”, “potential”, “continue”, or the negative of these terms or other comparable
terminology. These statements are only predictions. Actual events or results may differ materially. In addition, this
Appendix may contain forward-looking statements attributed to third party industry sources. Although ExploreCo
believes these publications and reports can be reasonably relied on, it has not independently verified any of the data
or other statistical information contained therein, nor has it ascertained or validated the underlying economic or
other assumptions. Undue reliance should not be placed on these forward-looking statements, as there can be no
assurance that the plans, intentions or expectations upon which they are based will occur. By its nature, forwardlooking information involves numerous assumptions, known and unknown risks and uncertainties, both general and
specific, that contribute to the possibility that the predictions, forecasts, projections and other forward-looking
statements will not occur. Forward-looking statements in this Appendix include, but are not limited to, statements
with respect to:
x
x
x

the Arrangement;
the business of the Meeting;
the funds available to ExploreCo following completion of the Arrangement and the use of such
available funds;
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x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x

the recruitment of additional experienced officers, employees and third-party consultants and
contractors;
the estimated fair market value of ExploreCo;
the number of employees of ExploreCo and the proposed compensation of the executive officers
and directors of ExploreCo following completion of the Arrangement;
the establishment of committees of the ExploreCo Board following completion of the
Arrangement, including the members thereof;
corporate governance matters relating to ExploreCo following completion of the Arrangement;
the principal shareholders of ExploreCo upon completion of the Arrangement;
the anticipated shareholdings of the executive officers and directors of ExploreCo upon
completion of the Arrangement;
the business strategy and business plans of ExploreCo following completion of the Arrangement;
capital expenditure programs and future capital requirements and the timing and method of
financing thereof;
ExploreCo’s exploration and development activities;
drilling inventory, drilling plans and timing of drilling, re-completion and tie-in of wells;
the production from ExploreCo’s assets;
results of various projects of ExploreCo;
estimated abandonment and reclamation costs;
ExploreCo’s access to adequate pipeline capacity and third-party infrastructure;
growth expectations within ExploreCo;
the performance and characteristics of ExploreCo’s oil and natural gas properties;
the quantity and quality of ExploreCo’s oil and natural gas reserves;
timing of development of undeveloped reserves;
the tax horizon and taxability of ExploreCo;
supply and demand for oil, natural gas liquids and natural gas;
ExploreCo’s acquisition strategy, the criteria to be considered in connection therewith and the
benefits to be derived therefrom;
realization of the anticipated benefits of acquisitions and dispositions;
commodity prices and costs;
ExploreCo’s hedging activities; and
treatment under government regulation and taxation regimes.

With respect to forward looking statements contained in this Appendix, ExploreCo has made assumptions regarding,
among other things:
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x

the completion of the Arrangement and the timing thereof;
the use of available funds;
the receipt, in a timely manner, of Court approval and Regulatory Approvals and Ikkuma
Shareholder and third-party approvals in respect of the Arrangement;
future crude oil, natural gas and NGL prices and commodity prices generally;
future interest and exchange rates;
the ability of ExploreCo to obtain qualified staff, drilling and related equipment in a timely and
cost-efficient manner to meet its needs;
the timing and amount of capital expenditures;
future operating costs and future cash flow;
future capital expenditures to be made by ExploreCo;
future sources of funding for ExploreCo’s capital program;
ExploreCo’s future debt levels;
oil, natural gas and NGL production levels;
prevailing weather conditions;
general economic and financial market conditions;
government regulation in the areas of taxation, royalty rates and environmental protection;
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x
x
x
x
x
x
x
x
x
x
x

production of new and existing wells and the timing of new wells coming on-stream;
the performance characteristics of oil and natural gas properties;
the size of ExploreCo’s oil, natural gas and NGL reserves and the recoverability of its reserves;
the ability to raise capital and to continually add to reserves through exploration and development;
ability to select and acquire suitable producing properties or prospective properties;
the success of exploration and development activities;
ExploreCo’s ability to market production of oil and natural gas successfully to customers;
ability to access gathering, processing and pipeline systems;
the applicability of technologies for recovery and production of ExploreCo’s reserves;
the geography of the areas in which ExploreCo is conducting exploration and development
activities; and
the impact of competition on ExploreCo.

Although ExploreCo believes that the expectations reflected in the forward-looking statements are reasonable, there
can be no assurance that such expectations will prove to be correct. ExploreCo cannot guarantee future results,
levels of activity, performance, or achievements. Moreover, neither ExploreCo nor any other person assumes
responsibility for the outcome of the forward-looking statements. There are many risks and other factors beyond
ExploreCo’s control which could cause results to differ materially from those expressed in the forward-looking
statements contained in this Appendix. These risks and other factors include, but are not limited to:
x
x

x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x
x

risks relating to ExploreCo relating to the Arrangement, including the risk of termination of the
Arrangement Agreement;
the inability to obtain required consents, permits or approvals, including Court approval of the
Arrangement, ExploreCo Shareholder approval of the Arrangement and Regulatory Approvals in
accordance with the required timelines contained in the Arrangement Agreement;
inability to satisfy the other conditions to the Arrangement Agreement prior to the Outside Date;
the failure to realize anticipated benefits of the Arrangement and the acquisition of the ExploreCo
Assets;
general economic conditions in Canada, the United States and globally including reduced
availability of debt and equity financing generally;
fluctuations in the price of oil, natural gas liquids and natural gas;
risks related to exploration, development and production of oil and gas reserves;
failure to realize anticipated benefits of acquisitions and dispositions;
failure to access sufficient capital, bank debt and/or equity;
liabilities inherent in oil and natural gas operations and potential limitations of insurance;
geological, technical, drilling and processing problems and other difficulties in producing reserves
dependence on third party operators;
unanticipated operating events which can reduce production or cause production to be shut in or
delayed;
failure to obtain industry partner and other third party consents and approvals, when required;
stock market volatility and market valuations;
inability to obtain right to surface access;
project development risks;
inability to access gathering, processing and pipeline systems;
fluctuation in foreign exchange or interest rates;
risks related to ExploreCo’s hedging strategies;
competition for, among other things, capital, acquisitions or reserves, undeveloped land and
skilled personnel;
competition for and inability to retain drilling rigs and other services;
fluctuations in supply and demand for oil, natural gas liquids and natural gas;
risks related to ExploreCo’s title to its oil and natural gas interests;
impact of governmental regulation of the oil and gas industry, including environmental regulation;
inability to obtain required approvals from regulatory authorities; and
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x

the other factors considered under “Risk Factors” in the Information Circular and this Appendix.

These factors should not be considered as exhaustive. Statements relating to “reserves” are by their nature forwardlooking statements, as they involve the implied assessment, based on certain estimates and assumptions that the
resources described can be profitably produced in the future.
The above summary of assumptions and risks related to forward-looking information has been provided in this
Appendix in order to provide readers with a more complete perspective on ExploreCo’s future operations. Readers
are cautioned that this information may not be appropriate for other purposes.
The forward-looking statements contained in this Appendix are expressly qualified by this cautionary
statement. ExploreCo is not under any duty to update or revise any of the forward-looking statements except
as expressly required by applicable securities laws.
CORPORATE STRUCTURE OF EXPLORECO
Name, Address and Incorporation
ExploreCo was incorporated under the ABCA on August 13, 2018 under the name “2136884 Alberta Ltd.” On
September 11, 2018, Articles of Amendment were filed to change the name of the company to “Briko Energy Corp.”
The head office of ExploreCo is located at Suite 2700, 605 – 5th Avenue S.W., Calgary, Alberta T2P 3H5 and its
registered office is located at 1900, 520 – 3rd Avenue S.W., Calgary, Alberta T2P 0R3.
Intercorporate Relationships
As of the date of the Information Circular, ExploreCo is a wholly-owned subsidiary of Ikkuma. After giving effect
to the Arrangement ExploreCo will be wholly-owned by the Ikkuma Shareholders who hold Ikkuma Shares
immediately prior to the Effective Time, other than those Ikkuma Shareholders who exercise the Dissent Rights
provided under the terms of the Arrangement.
ExploreCo does not have any subsidiaries.
GENERAL DEVELOPMENT OF THE BUSINESS
General
ExploreCo was incorporated for the purposes of participating in the Arrangement and acquiring the ExploreCo
Assets and has not carried on any active business other than in connection with the Arrangement, the ExploreCo
Conveyance Agreement and related matters and as discussed in this Information Circular. Pursuant to the
ExploreCo Conveyance Agreement, the ExploreCo Assets were transferred from Ikkuma to ExploreCo effective
September 21, 2018.
For a description of the ExploreCo Assets, see “The ExploreCo Conveyance Agreement” in the Information Circular
and “Statement of Reserves Data and Other Oil and Gas Information Regarding the ExploreCo Assets” in this
Appendix.
The Arrangement
The following is a summary only of certain material terms of the Plan of Arrangement and is subject to, and is
qualified in its entirety by, the full text of the Plan of Arrangement attached as Schedule “A” to the Arrangement
Agreement.
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Ikkuma entered into the Arrangement Agreement with Pieridae on August 23, 2018. The Arrangement Agreement
provides for the implementation of the Plan of Arrangement (a copy of which is attached as Schedule “A” to the
Arrangement Agreement).
Pursuant to the Arrangement, Ikkuma Shareholders (other than dissenting Ikkuma Shareholders) will receive for
each Ikkuma Share held:
(i)

0.1926 of one Pieridae Share; and

(ii)

0.1 of an ExploreCo Share and 0.1 of one ExploreCo Warrant.

Each whole ExploreCo Warrant entitles the holder thereof to acquire one ExploreCo Share for a period of one
hundred and eighty (180) calendar days from the date of issuance at a subscription $1.10 per ExploreCo Share.
See “The Arrangement – Summary of the Arrangement”, “The Arrangement – Arrangement Steps” and “The
Arrangement – Effects of the Arrangement” in the Information Circular.
The ExploreCo Conveyance Agreement
The following is a summary only of the material terms of the ExploreCo Conveyance Agreement. Ikkuma
Shareholders are urged to read the ExploreCo Conveyance Agreement, a copy of which has been filed on Ikkuma’s
SEDAR profile at www.sedar.com.
Unless otherwise indicated, capitalized terms used in this section but not otherwise defined in this Appendix or in
the “Glossary of Terms” in the Information Circular shall have the meanings ascribed thereto in the ExploreCo
Conveyance Agreement.
Pursuant to the Arrangement Agreement, Ikkuma, as the sole shareholder of ExploreCo, covenanted and agreed to
cause ExploreCo to take all steps, to do and perform all such acts and things and to execute and deliver all such
agreements, documents and other instruments, on a reasonable commercial basis, as are necessary or desirable to
effect and complete the execution of the ExploreCo Conveyance Agreement and the transactions contemplated
therein and in the Plan of Arrangement in accordance with the terms and conditions of the Arrangement Agreement
and thereof.
Ikkuma and ExploreCo entered into the ExploreCo Conveyance Agreement, whereby Ikkuma transferred all of the
ExploreCo Assets to ExploreCo on an “as is, where is” basis and without relying on any representations or
warranties, on September 21, 2018, 2018.
The Consideration
Ikkuma transferred the ExploreCo Assets in consideration for nine (9) ExploreCo Shares and ExploreCo’s
agreement and undertaking to issue to Ikkuma, immediately prior to the Effective Time, the ExploreCo Warrants,
which consideration was determined to have a fair market value equal to the purchase price of $12,500,000 and in
determining the purchase price, the parties took into account, among other things, ExploreCo’s assumption of
responsibility for the Assumed Liabilities.
It is expected that the ExploreCo Shares will be split prior to the closing of the Arrangement in order to provide for
the issuance of 0.1 of an ExploreCo Share for each Ikkuma Share outstanding immediately prior to the Effective
Time. Pursuant to the ExploreCo Conveyance Agreement, Ikkuma is conveying the ExploreCo Assets to ExploreCo
in consideration for: (a) nine (9) ExploreCo Shares; and (b) ExploreCo’s agreement and undertaking to issue to
Ikkuma, immediately prior to the Effective Time, the number of ExploreCo Warrants that is equal to the number of
ExploreCo Shares that are issued and outstanding immediately follow and as a result of such share split.
Pursuant to the ExploreCo Conveyance Agreement, ExploreCo shall be entitled to all revenues accruing in respect
of the ExploreCo Assets from and after the Conveyance Effective Time (as defined in the ExploreCo Conveyance
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Agreement), and without limiting the other provisions in the ExploreCo Conveyance Agreement, ExploreCo shall be
responsible for all costs, expenses and liabilities relating to or arising in connection with the ExploreCo Assets from
and after the Conveyance Effective Time, on and subject to the following:
(a)

revenues from and after the Conveyance Effective Time shall accrue in accordance with IFRS;

(b)

the following shall be included in the Assumed Liabilities from and after the Conveyance Effective Time:
(i)

costs (including all capital expenditures) pertaining to work performed or goods or services
provided with respect to the ExploreCo Assets, including costs of conveyancing and any
deposit(s) advanced by Ikkuma on behalf of ExploreCo, in each case as set forth in Article 3 of the
ExploreCo Conveyance Agreement;

(ii)

all rentals, property taxes, freehold mineral taxes, and other periodic payments (other than income
taxes) relating to the ExploreCo Assets;

(iii)

the applicable lessor royalties, operating costs, treating, processing and transportation expenses
and other costs and expenses associated with the ExploreCo Assets and the production of
Petroleum Substances (as defined in the ExploreCo Conveyance Agreement);

(iv)

an amount equal to $500 per day representing ExploreCo’s share of Ikkuma’s general and
administrative costs and overhead expenses, payable by ExploreCo, in respect of the ownership
and operation of the ExploreCo Assets, from September 21, 2018, 2018 to and including the
Effective Date;

(v)

an amount equal to $100,000, on account of the transaction costs relating to ExploreCo and the
transactions provided for in the ExploreCo Conveyance Agreement; and

(vi)

without duplicating any amounts specifically provided for under the ExploreCo Conveyance
Agreement to be paid by ExploreCo to Ikkuma, an amount equal to the actual amount of any and
all costs and expenses paid by Ikkuma for and on behalf of ExploreCo pertaining to the
organization of ExploreCo and its respective ownership and operation of the ExploreCo Assets
following the Conveyance Effective Time, other than those costs expressly contemplated by
Section 2.3(2) and Section 3.2(3) of the ExploreCo Conveyance Agreement which shall be
reimbursed by ExploreCo in accordance with such provisions, and for greater certainty the parties
acknowledge all of Ikkuma’s costs referred to in Section 3.1(1) of the ExploreCo Conveyance
Agreement are deemed to be included in Section 2.5(1)(b)(iv) or Section 2.5(1)(b)(v) of the
ExploreCo Conveyance Agreement,

it being acknowledged by the parties that, for certainty, Ikkuma shall, from September 21, 2018 to the
Effective Date, pay all amounts payable by ExploreCo in respect of the ownership and operation of the
ExploreCo Assets, subject always to the obligation of ExploreCo to reimburse Ikkuma for such amounts on
the Effective Date; and
(c)

there shall not be any adjustment on account of income taxes.

ExploreCo acknowledged, without duplicating any amounts specifically provided for under the ExploreCo
Conveyance Agreement to be paid by ExploreCo to Ikkuma, that any and all costs regarding any private placement
or other equity financing, debt financing or any other financing transaction for and on behalf of ExploreCo as well
as all costs directly related to the setup of the business operations of ExploreCo shall be the sole responsibility of
ExploreCo.
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The ExploreCo Assets
The ExploreCo Assets include all of Ikkuma’s right, title, estate and interest in the petroleum, natural gas and related
hydrocarbon rights and related personal property interests within, upon or under the lands and leases in the Alberta
Foothills area. This area consists of lands and assets geographically from Grande Cache, Alberta to Fort MacLeod,
Alberta. The area includes existing oil production as well as oil and liquids rich opportunities. As at December 31,
2017, the ExploreCo Assets consisted of an interest in 317,847 gross (220,525 net) acres within this area. Along
with the significant land holdings, the Explore Assets include an interest in pipeline and facility infrastructure
whereby it is able to transport production to the Ram River Gas Plant, other gas plants and NOVA sales meters
without incurring third party disruption.
Letter of Credit
Pursuant to the ExploreCo Conveyance Agreement, ExploreCo shall deliver to Ikkuma a letter of credit on the
Effective Date. The letter of credit shall be in form and substance acceptable to Ikkuma, acting reasonably and
following consultation with Pieridae, including the key terms and conditions set forth in Schedule “F” to the
ExploreCo Conveyance Agreement and Article 5 of the ExploreCo Conveyance Agreement, which letter of credit is
to be posted by ExploreCo at the Effective Date in favour of Ikkuma as security for the costs associated with the
environmental, abandonment, remediation, reclamation and other similar liabilities and obligations associated with
the Interest in the Facilities (as such terms are defined in the ExploreCo Covance Agreement).
Non- Solicit Agreement
Pursuant to the Non-Solicit Agreement to be signed on the Effective Date, ExploreCo will agree not to employ or
engage, either directly or indirectly, any Key Employee (as defined in the Arrangement Agreement) or any
Continuing Employee (who are not consultants of Ikkuma) at any time during the period commencing on the date of
the Arrangement Agreement and ending on the second anniversary of the date of closing of the Arrangement. See
“The Arrangement – Non-Solicitation Agreement” in the Information Circular.
DESCRIPTION OF THE BUSINESS
General Description of the Business
ExploreCo was incorporated for the purposes of participating in the Arrangement and acquiring the ExploreCo
Assets and has not carried on any active business other than in connection with the Arrangement, the ExploreCo
Conveyance Agreement and related matters and as discussed in this Information Circular. Pursuant to the
ExploreCo Conveyance Agreement, the ExploreCo Assets were transferred from Ikkuma to ExploreCo effective
September 21, 2018.
ExploreCo’s business is the exploration for, and development and production of, oil and natural gas in respect of the
ExploreCo Assets. ExploreCo will be an Alberta Foothills Cardium light oil focussed company, with undeveloped
land, a production base and associated infrastructure. Estimated production on Closing will be approximately 400 600 BOE per day.
Stated Business Objective
ExploreCo will be an Alberta Foothills Cardium light oil focussed company, with undeveloped land, crude oil and
natural gas reserves and a production base with associated infrastructure. Management of ExploreCo will also
consider asset and corporate acquisition opportunities that meet its business parameters.
ExploreCo will seek to identify and acquire strategic oil and gas properties where it believes further exploitation,
development and exploration opportunities exist. While ExploreCo believes that it has the skills and resources
necessary to achieve its stated objectives, participation in the exploration for, and development of, oil and gas has a
number of inherent risks. See “Risk Factors” in this Appendix.
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Marketing
ExploreCo’s crude oil, natural gas and NGL production will be sold primarily through marketing companies at
current market prices. Crude oil contracts are generally month to month and cancellable on 30 days’ notice, NGL
contracts are generally for a period of up to one year and are cancellable on 90 days’ notice and natural gas contracts
are generally for one year.
Cyclical and Seasonal Nature of Industry
ExploreCo’s operational results and financial condition will be dependent on the prices received for oil and natural
gas production. Oil and natural gas prices have fluctuated widely during recent years. Such prices are determined by
supply and demand factors, including weather and general economic conditions, as well as conditions in other oil
and natural gas regions. Any decline in oil and natural gas prices could have an adverse effect on the financial
condition of Ikkuma. See “Risk Factors – Prices, Markets and Marketing of Crude Oil and Natural Gas” in this
Appendix.
The production of oil and natural gas is dependent on access to areas where development of reserves is to be
conducted. Seasonal weather variations, including freeze-up and break-up, affect access in certain circumstances.
See “Risk Factors – Seasonality” in this Appendix.
Employees
ExploreCo has appointed two (2) officers, one of whom may be employed by ExploreCo following completion of
the Arrangement. Between now and closing of the Arrangement, the ExploreCo Board will continue to evaluate
prospective officers with the intention to appoint an executive team, with experience in the Alberta Foothills where
the ExploreCo Assets are located. See “Directors and Executive Officers” in this Appendix. To proceed with the
development of the ExploreCo Assets, ExploreCo expects that it will require additional experienced officers,
employees and third-party consultants and contractors. See “Risk Factors – Risks Relating to the Management of
ExploreCo – Reliance on Personnel” in this Appendix.
Specialized Skill and Knowledge
ExploreCo believes its success will be dependent on the performance of management and key employees who
possess specialized knowledge and skills relating to oil and gas operations. ExploreCo intends to recruit officers,
employees and third-party consultants and contracts that have adequate personnel with the specialized skills required
to successfully carry out its operations. See “Risk Factors – Reliance on Key Personnel” in this Appendix.
Competitive Conditions
The oil and gas industry is competitive. See “Risk Factors – Risks Relating to ExploreCo and the ExploreCo Assets
– Competition” in this Appendix.
Environmental Protection
The oil and gas industry is subject to environmental regulations pursuant to applicable legislation. Such legislation
provides for restrictions and prohibitions on release or emission of various substances produced in association with
certain oil and gas industry operations, and requires that well and facility sites be abandoned and reclaimed to the
satisfaction of environmental authorities. ExploreCo maintains an insurance program consistent with industry
practice to protect against losses due to accidental destruction of assets, well blowouts, pollution and other operating
accidents or disruptions. ExploreCo has established operational and emergency response procedures and safety and
environmental programs to reduce potential loss exposure. No assurance can be given that the application of
environmental laws to the business and operations of ExploreCo will not result in a curtailment of production or a
material increase in the costs of production, development or exploration activities or otherwise adversely affect
ExploreCo’s financial condition, results of operations or prospects. See “Risk Factors – Environmental Risks” in this
Appendix.
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Social and Environmental Policies
As ExploreCo was recently incorporated and has not carried on any active business other than as discussed in the
Information Circular and this Appendix, ExploreCo has not yet implemented any social or environmental policies.
ExploreCo will be committed to meeting industry standards in each jurisdiction in which it operates with respect to
human rights, environment, health and safety policies. Management, employees and contractors will be governed by
and required to comply with ExploreCo’s pending environment, health and safety policy as well as all applicable
federal, provincial and municipal legislation and regulations.
ExploreCo will establish roles and responsibilities to facilitate effective management of its anticipated environment,
health and safety policy throughout the organization. It will be the primary responsibility of the future managers,
supervisors and other senior field staff of ExploreCo to oversee safe work practices and ensure that rules,
regulations, policies and procedures are being followed.
Bankruptcy and Similar Procedures
There has been no bankruptcy, receivership or similar proceedings against ExploreCo, or any voluntary bankruptcy,
receivership or similar proceedings by ExploreCo.
Material Restructuring Transactions
Other than the Arrangement, there have been no material restructuring transactions of ExploreCo. Pursuant to the
Plan of Arrangement, the former Ikkuma Shareholders (other than Dissenting Shareholders) will receive Pieridae
Shares, ExploreCo Shares and ExploreCo Warrants. See “General Development of the Business – The
Arrangement” in this Appendix and “The Arrangement” in the Information Circular.
STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS INFORMATION
REGARDING THE EXPLORECO ASSETS
Deloitte, independent petroleum engineers of Calgary, Alberta, prepared the Reserves Report evaluating the proved
and probable crude oil, natural gas and NGL reserves attributable to Ikkuma and the present value of estimated
future cash flow from such reserves, based on forecast price and cost assumptions. The disclosure below represents
the evaluation in respect of the proved and probable crude oil, natural gas and NGL reserves attributable to
ExploreCo Assets. All of ExploreCo’s reserves are in Canada, and, specifically, in Alberta. The reserves
information was prepared and is presented in accordance with the requirements of NI 51-101.
In preparing the Reserves Report, Deloitte obtained information from Ikkuma, which included land data, well
information, geological information, reservoir studies, estimates of on-stream dates, contract information, current
hydrocarbon product prices, operating cost data, capital budget forecasts, financial data and future operating plans.
Other engineering, geological or economic data required to conduct the evaluation and upon which the Reserves
Report is based, was obtained from public records, other operators and from Deloitte’s non-confidential files. The
extent and character of ownership and the accuracy of all factual data supplied for the independent evaluation, from
all sources, was accepted by Deloitte as represented.
Disclosure of Reserves Data
It should not be assumed that the estimates of future net revenues presented in the tables below represent the fair
market value of the reserves. There are numerous uncertainties inherent in estimating quantities of crude oil, NGL
and natural gas reserves and the future cash flows attributed to such reserves. The reserve and associated cash flow
information set forth in this Appendix are estimates only. The recovery and reserve estimates of the crude oil, NGL
and natural gas reserves provided herein are estimates only and there is no guarantee that the estimated reserves will
be recovered. Actual crude oil, natural gas and NGL reserves may be greater than or less than the estimates provided
herein. In general, estimates of economically recoverable crude oil and natural gas reserves and the future net cash
flows therefrom are based upon a number of variable factors and assumptions, such as historical production from the
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properties, production rates, ultimate reserve recovery, timing and amount of capital expenditures, marketability of
crude oil and natural gas, royalty rates, the assumed effects of regulation by governmental agencies and future
operating costs, all of which may vary materially from actual results. For those reasons, among others, estimates of
the economically recoverable crude oil and natural gas reserves attributable to any particular group of properties,
classification of such reserves based on risk of recovery and estimates of future net revenues associated with
reserves may vary and such variations may be material. The actual production, revenues, taxes and development and
operating expenditures with respect to the reserves associated with the ExploreCo Assets may vary from the
information presented herein and such variations could be material.
The following tables, based on the Reserves Report and the price forecast prepared by Deloitte, which is the average
of the pricing, inflation and exchange rate forecasts of four independent reserve evaluators, namely Deloitte, GLJ
Petroleum Consultants Ltd., McDaniels & Associates Consultants Ltd. and Sproule Associates Limited (the
“Deloitte Consensus Price Forecast”), show the estimated share of oil, natural gas and NGL reserves attributable
to the properties forming the ExploreCo Assets and the present value of estimated future net revenue for these
reserves, after provision for Alberta gas cost allowance, using forecast price and cost assumptions. All evaluations
of the present worth of estimated future net revenue in the Reserves Report are stated after provision for
estimated future capital expenditures, both before and after income taxes, but, except where otherwise
indicated, prior to indirect costs, well abandonment and disconnect costs and surface lease reclamation costs
and do not necessarily represent the fair market value of the reserves.
Throughout the following summary tables differences may arise due to rounding.
In accordance with the requirements of NI 51-101, attached hereto are the following appendices:
Schedule “F”:

Report on Independent Reserves Data by Independent Qualified Reserves
Evaluator or Auditor in Form 51-101F2 containing certain information
estimated using forecast prices and costs based on December 31, 2017
pricing assumptions

Schedule “G”:

Report of Management and Directors on Oil and Gas Disclosure in Form
51-101F3

Schedule “H”:

Definitions Used for Reserves Categories

The following table summarizes the oil and gas reserves attributable to the ExploreCo Assets as of December 31,
2017 based on forecast price and cost assumptions.
SUMMARY OF OIL AND GAS RESERVES
as of December 31, 2017
FORECAST PRICES AND COSTS
RESERVES
LIGHT CRUDE OIL AND
MEDIUM CRUDE OIL
RESERVES
CATEGORY

Gross
(Mstb)

Net
(Mstb)

CONVENTIONAL NATURAL GAS(1)

HEAVY CRUDE OIL
Gross
(Mstb)

Net
(Mstb)

Gross
(Mmcf)

Net
(Mmcf)

NATURAL GAS LIQUIDS
Gross
(Mbbl)

Net
(Mbbl)

PROVED
Developed
Producing
Developed NonProducing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED

606.2

464.5

0.0

0.0

8,147.3

7,290.5

129.4

85.7

85.6

81.1

0.0

0.0

570.0

449.2

17.2

11.2

326.5

290.6

0.0

0.0

643.8

605.3

8.8

8.1

1,018.3

836.1

0.0

0.0

9,361.0

8,345.0

155.3

105.0

653.7

550.9

0.0

0.0

4,130.9

3,698.2

66.3

49.1

1,672.0

1,387.0

0.0

0.0

13,491.9

12,043.0

221.6

154.1
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PLUS PROBABLE

Note:
(1)

Natural gas volumes include associated, non-associated and solution gas.

The following tables summarize the undiscounted value and the present value, discounted at 5%, 10%, 15% and
20%, of ExploreCo’s estimated future net revenue based on forecast price and cost assumptions as of December 31,
2017.
SUMMARY OF NET PRESENT VALUES OF
FUTURE NET REVENUE
as of December 31, 2017(1)
FORECAST PRICES AND COSTS

BEFORE INCOME TAXES
DISCOUNTED AT (%/year)
RESERVES
CATEGORY

0
(M$)

5
(M$)

10
(M$)

15
(M$)

40,372.9

29,109.8

22,573.1

18,413.7

UNIT VALUE
BEFORE
INCOME TAX
DISCOUNTED
AT 10%/year

AFTER INCOME TAXES
DISCOUNTED AT (%/year)
20
(M$)

0
(M$)

5
(M$)

10
(M$)

15
(M$)

20
(M$)

32736.1

23,659.0

18,403.2

15,060.1

12,775.2

12.79

$/BOE

PROVED
Developed
Producing

15,573.8

Developed
NonProducing

4,867.7

4,026.7

3,455.7

3,046.0

2,738.6

3,553.4

2,932.5

2,511.9

2,210.1

1,983.5

20.68

Undeveloped

4,210.5

2,104.7

644.6

-385.7

-1,128.0

3,058.5

1,184.2

-112.4

-1,025.7

-1,681.6

1.61

TOTAL
PROVED

49,451.1

35,241.2

26,673.3

21,074.0

17,184.3

39,348.0

27,775.8

20,802.7

16,244.6

13,077.0

11.44

PROBABLE

38,230.0

22,769.9

15,346.5

11,181.8

8,590.4

27,961.4

16,450.9

10,912.3

7,805.4

5,876.8

12.62

TOTAL
PROVED
PLUS
PROBABLE

87,681.1

58,011.1

42,019.8

32,255.9

25,774.7

67,309.4

44,226.6

31,715.0

24,050.0

18,953.8

11.84

Note:
(1)

Values reflect abandonment and reclamation costs for all existing wells assigned reserves and for all future locations assigned reserves
in respect of the ExploreCo Assets in the Reserves Report in the aggregate amount of $2.6 million (undiscounted) for total proved
reserves and $3.3 million (undiscounted) for total proved plus probable reserves.
TOTAL FUTURE NET REVENUE
(UNDISCOUNTED)
as of December 31, 2017
FORECAST PRICES AND COSTS

RESERVES
CATEGORY

REVENUE
(M$)

ROYALTIES
(M$)

OPERATING
COSTS
(M$)

DEVELOPMENT
COSTS
(M$)

ABANDONMENT
AND
RECLAMATION
COSTS
(M$)

FUTURE
NET
REVENUE
BEFORE
INCOME
TAXES
(M$)

INCOME
TAXES
(M$)

FUTURE
NET
REVENUE
AFTER
INCOME
TAXES
(M$)

Proved Reserves

133,720.6

19,534.4

49,999.2

12,094.5

2,641.4

49,451.1

10,103.1

39,348.0

Proved Plus
Probable
Reserves

221,571.1

31,683.7

80,738.1

18,214.9

3,253.3

87,681.1

20,371.7

67,309.4
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FUTURE NET REVENUE
BY PRODUCTION TYPE
as of December 31, 2017
FORECAST PRICES AND COSTS

RESERVES
CATEGORY

FUTURE NET
REVENUE BEFORE
INCOME TAXES
(discounted at
10%/Year)
(M$)

PRODUCT TYPE
Light and Medium Crude Oil (including solution gas and associated by-products)
Conventional Natural Gas (including associated by-products)
Total

Proved Reserves

Proved Plus Probable
Reserves

UNIT VALUE
BEFORE INCOME
TAXES
(discounted at
10%/Year)
($/BOE)

19,915.0
6,758.3
26,673.3

15.48
6.46
11.44

33,576.5
8,443.3
42,019.8

15.67
6.01
11.84

Light and Medium Crude Oil (including solution gas and associated by-products)
Conventional Natural Gas (including associated by-products)
Total

Pricing Assumptions
Deloitte employed the following pricing, exchange rate and inflation rate assumptions in estimating reserves data
attributable to the ExploreCo Assets using forecast prices and costs as of December 31, 2017.

Light Oil

Year
Historical
2013
2014
2015
2016
2017
Forecast
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
Thereafter

Notes:
(1)
(2)

Canadian
Light Sweet
Crude(2)
40° API
($Cdn/Bbl)

FORECAST PRICES USED IN PREPARING RESERVES DATA
Deloitte LLP
Summary of 4 Consultants’ Average Price Forecasts(1)
Effective December 31, 2017
Natural Gas
Natural Gas Liquids

Alberta
AECO-C ($Cdn/
MMbtu)

Edmonton
Propane
($Cdn/Bbl)

Edmonton
Butane
($Cdn/Bbl)

Edmonton
Pentanes
Plus
($Cdn/Bbl)

Operating Cost
Inflation Rate
(%/Yr)

93.36
94.00
57.00
52.22
62.11

3.17
4.50
2.69
2.16
2.16

38.54
42.93
5.35
8.71
27.56

77.44
59.43
33.70
31.45
40.96

103.52
101.47
55.15
52.43
62.85

67.80
71.08
73.52
77.98
81.64
83.56
85.74
87.95
89.99
91.82
93.65

2.39
2.71
3.14
3.42
3.62
3.75
3.90
4.03
4.14
4.24
4.33

37.39
37.96
37.62
39.43
40.57
41.13
42.24
43.36
44.42
45.35
46.31

55.63
65.87
57.13
67.86
58.99
69.50
62.51
72.99
65.80
75.46
67.30
77.25
69.02
79.31
70.74
81.37
72.34
83.29
73.83
84.98
75.29
86.70
Escalation rate of 2.0% thereafter

Exchange Rate
($US/$Cdn)

0.9%
1.9%
1.1%
1.4%
1.6%

0.972
0.906
0.783
0.755
0.771

0.5%
1.5%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%

0.788
0.800
0.816
0.834
0.835
0.845
0.845
0.845
0.845
0.845
0.845

The average of the escalated price forecasts of three independent reserve evaluators, namely Deloitte, GLJ Petroleum Consultants
Ltd., McDaniels & Associates Consultants Ltd. and Sproule Associates Limited.
Edmonton Par prior to 2014.

The weighted average realized sales prices attributable to the ExploreCo Assets for the year ended December 31,
2017 were $57.50/Bbl for oil, $47.23/Bbl for NGLs and $2.30/Mcf for natural gas, before derivative financial
instruments.
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Reserves Reconciliation
The following table sets forth a reconciliation of the total gross (before royalty) proved, probable and proved plus
probable reserves attributable to the ExploreCo Assets as at December 31, 2017 based on forecast price and cost
assumptions.
LIGHT CRUDE OIL AND MEDIUM
CRUDE OIL

FACTORS
December 31, 2016
Production
Technical Revisions
Extensions &
Improved Recovery
Discoveries
Acquisitions
Dispositions
Economic Factors
Infill Drilling
December 31, 2017

Note:
(1)

Conventional Gas

NATURAL GAS LIQUIDS
Gross
Proved
Plus
Probable
(MMcf)

Gross
Proved
Plus
Probable
(Mstb)

Gross Proved
(Mstb)

Gross
Probable
(Mstb)

Gross
Proved Plus
Probable
(Mstb)

265
-20
-60

534
0
-190

799
-20
-250

804
-31
-81

1,833
0
-899

2,637
-31
-981

15
-1
-3

36
0
-23

52
-1
-26

154
0
684
0
-5
0
1,018

114
0
192
0
4
0
654

268
0
876
0
-2
0
1,672

392
0
8,417
0
-139
0
9,361

293
0
2,846
0
58
0
4,131

685
0
11,263
0
-81
0
13,492

6
0
142
0
-4
0
155

5
0
47
0
1
0
66

11
0
189
0
-3
0
222

Gross Proved
(MMcf)

Gross
Probable
(Mmcf)

Gross Proved
(Mstb)

Gross
Probable
(Mstb)

Natural gas volumes include solution gas, associated and non-associated gas.

Additional Information Relating to Reserves Data for the ExploreCo Assets
Undeveloped Reserves
Undeveloped reserves are attributed by Deloitte in accordance with standards and procedures contained in the
COGE Handbook. Proved undeveloped reserves are those reserves that can be estimated with a high degree of
certainty and are expected to be recovered from known accumulations where a significant expenditure is required to
render them capable of production. Probable undeveloped reserves are those reserves that are less certain to be
recovered than proved reserves and are expected to be recovered from known accumulations where a significant
expenditure is required to render them capable of production. Proved and probable undeveloped reserves have been
assigned in accordance with engineering and geological practices as defined under NI 51-101. In general,
undeveloped reserves associated with the ExploreCo Assets are planned to be developed over the next two to three
years.
In some cases, it will take longer than two to three years to develop these reserves. There are a number of factors
that could result in delayed or cancelled development, including the following: (i) changing economic conditions
(due to pricing, operating and capital expenditure fluctuations); (ii) changing technical conditions (including
production anomalies, such as water breakthrough or accelerated depletion, or to changes in geological
interpretation, including reservoir continuity and quality); (iii) multi-zone developments (for instance, a prospective
formation completion may be delayed until the initial completion formation is no longer economic); (iv) a larger
development program may need to be spread out over several years to optimize capital allocation and facility
utilization; and (v) surface access issues (including those relating to land owners, weather conditions and regulatory
approvals). For more information, see “Risk Factors” in this Appendix.

D - 17

Proved Undeveloped Reserves
The following table sets forth the proved undeveloped reserves, by product type, first attributed as reserves for the
following financial periods and first attributed to the ExploreCo Assets for each of the following financial year
periods.

Year/Period
December 31, 2015
December 31, 2016
December 31, 2017
Notes:
(1)
(2)

LIGHT CRUDE OIL AND
MEDIUM
CRUDE OIL
Cumulative
First
at Year
Attributed
End(1)
(Mbbl)
(Mbbl)
0
0
0
139.3
139.3
326.5

CONVENTIONAL NATURAL
GAS(2)
Cumulative
First
at Year
Attributed
End(1)
(MMcf)
(MMcf)
0
0
0
355.1
355.1
643.8

NATURAL GAS
LIQUIDS
Cumulative
First
at Year
Attributed
End(1)
(Mbbl)
(Mbbl)
0
0
0
7.1
7.1
8.8

Cumulative at year end is cumulative of previous year/period plus first attributed, less developed during the year/period.
Natural gas volumes include solution gas, associated and non-associated gas.

Deloitte has assigned 443 MBOE of proved undeveloped reserves attributable to the ExploreCo Assets in the
Reserves Report under forecast prices and costs, together with approximately $11.9 million of associated
undiscounted future capital expenditures. Proven undeveloped capital spending in respect of the ExploreCo Assets
in the first two forecast years of the Reserves Report accounts for approximately $11.9 million or 100%, of the total
forecast.
Probable Undeveloped Reserves
The following tables set forth the probable undeveloped reserves, by product type, first attributed to the ExploreCo
Assets in each of the following financial periods.

Year
December 31, 2015
December 31, 2016
December 31, 2017
Notes:
(1)
(2)

LIGHT CRUDE OIL AND
MEDIUM
CRUDE OIL
First
Cumulative
Attributed
at Year End(1)
(Mbbl)
(Mbbl)
0
0
0
537.5
537.5
739.3

CONVENTIONAL NATURAL
GAS(2)
First
Cumulative
Attributed
at Year End(1)
(MMcf)
(MMcf)
0
0
0
1,766.7
1,766.7
1660.4

NATURAL GAS
LIQUIDS
First
Cumulative
Attributed
at Year End(1)
(Mbbl)
(Mbbl)
0
0
0
35.3
35.3
24.3

Cumulative at year end is cumulative of previous year/period plus first attributed, less developed during the year/period.
Natural gas volumes include solution gas, associated and non-associated gas.

Deloitte has assigned 1,040 MBOE of probable undeveloped reserves attributable to the ExploreCo Assets in the
Reserves Report forecast prices and costs, together with approximately $18.0 million of associated undiscounted
future capital expenditures. Probable undeveloped capital spending in respect of the ExploreCo Assets in the first
two forecast years of the Reserves Report accounts for approximately $11.9 million or 66%, of the total forecast.
Significant Factors or Uncertainties
The process of estimating reserves is complex. It requires significant judgments and decisions based on available
geological, geophysical, engineering and economic data. These estimates may change substantially as additional
data from ongoing development activities and production performance becomes available and as economic
conditions impacting oil and gas prices and costs change. The reserve estimates contained herein are based on
current production forecasts, commodity prices and economic conditions. Reserves attributable to the ExploreCo
Assets are evaluated by Deloitte, an independent engineering firm.
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Estimates made are reviewed and revised, either upward or downward, as warranted by new information. Revisions
are often required due to changes in well performance, commodity prices, economic conditions and governmental
restrictions. Although every reasonable effort is made to ensure that reserve estimates are accurate, reserve
estimation is an inferential science. ExploreCo’s actual production, revenues, taxes, development and operating
expenditures with respect to its reserves may vary from such estimates, and such variances could be material. See
“Risk Factors – Reserves Estimates” in this Appendix.
ExploreCo estimates the total cost of future abandonment and reclamation for the existing wells, associated
production facilities and infrastructure comprising the ExploreCo Assets and the expected timing of the costs to be
incurred in future periods. ExploreCo has a process for estimating these costs, which considers past experience,
applicable current regulations, technology and industry standards, actual and anticipated costs, the type and depth of
the well (or the nature and size of the facility), and the geographic location. It is expected that ExploreCo will incur
abandonment and reclamation costs on 57 gross (33 net) wells, comprising currently producing, non-producing and
service wells. As at December 31, 2017, the estimated share of the total abandonment and reclamation costs for the
existing wells and facilities comprising the ExploreCo Assets was estimated to be $14.0 million undiscounted
(approximately $3.3 million discounted at 10%), of which it is expected that ExploreCo will pay approximately $0.4
million over the next five financial years.
Of the undiscounted future abandonment and reclamation costs to be incurred over the life of the proved plus
probable reserves comprising the ExploreCo Assets, approximately $3.3 million has been deducted in estimating the
future net revenue in the Reserves Report, which represents ExploreCo’s total existing estimated abandonment and
reclamation costs, plus all forecast estimates of abandonment and reclamation costs attributable to future
development activity associated with the reserves.
Future Development Costs
The following table sets forth development costs deducted in the estimation of the future net revenue attributable to
the ExploreCo Assets attributable to the reserve categories noted below, using forecast prices and costs.
Undiscounted Forecast Prices and Costs
Proved Plus
Proved
Probable
Reserves
Reserves
(M$)
(M$)
4,810.5
4,810.5
7,067.6
7,067.6
0
6,120.5
0
0
0
0
11,878.1
17,988.6

Year
2018
2019
2020
2021
Remaining Years
Total Undiscounted

ExploreCo expects to fund the development costs of these reserves through a combination of the funds available
from internally generated cash flow, proceeds from the exercise of the ExploreCo Warrants and the issuance of new
equity and/or debt where and when it believes appropriate. See “Available Funds and Principal Purposes” in this
Appendix.
There can be no guarantee that funds will be available or that the ExploreCo Board will allocate funding to develop
all of the reserves attributable in the Reserves Report. Failure to develop those reserves could have a negative impact
on ExploreCo’s future cash flow.
The interest or other costs of external funding are not included in the reserves and future net revenue estimates set
forth above and would reduce the reserves and future net revenue to some degree depending upon the funding
sources utilized. ExploreCo does not anticipate that interest or other funding costs would make further development
of any of the ExploreCo Assets uneconomic.
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See “Risk Factors – Risks Relating to ExploreCo and the ExploreCo Assets – Substantial Capital Requirements;
Liquidity” and “Risk Factors – Risks Relating to ExploreCo and the ExploreCo Assets – Reserve Estimates” in this
Appendix.
Other Oil and Gas Information
The following is a description of the principal oil and gas properties, and a description of the major plants, facilities
and installations forming the ExploreCo Assets.
Oil and Gas Properties
Alberta Foothills
This area consists of lands and assets geographically from Grande Cache, Alberta to Fort MacLeod, Alberta. The
area includes existing oil production as well as oil and liquids rich opportunities. As at December 31, 2017, the
ExploreCo Assets consisted of an interest in 317,847 gross (220,525 net) acres within this area. Along with the
significant land holdings, the ExploreCo Assets include an interest in pipeline and facility infrastructure whereby it
is able to transport production to the Ram River Gas Plant, other gas plants and NOVA sales meters. This area is
also where ExploreCo is expected to be developing light oil in the Cardium formation. The area is accessed by high
grade year round roads that are used to truck production from the ExploreCo Assets to terminals near Rocky
Mountain House, Alberta and Grande Prairie, Alberta as applicable.
Oil and Gas Wells
The following table sets forth the number and status of wells as at December 31, 2017 in respect of the ExploreCo
Assets.
PRODUCING
Oil
Natural Gas
Gross(1)
Net(2)
Gross
Net
13
6
25
13
13
6
25
13

Location
Alberta
TOTAL
Notes:
(1)
(2)

NON-PRODUCING
Oil
Natural Gas
Gross
Net
Gross
Net
8
6
11
8
8
6
11
8

SERVICE
WELLS
Gross
Net
0
0
0
0

“Gross” wells means the number of wells in which ExploreCo has a working interest or a royalty interest that may be convertible to a
working interest.
“Net” wells means the aggregate number of wells obtained by multiplying each gross well by ExploreCo’s percentage working
interest therein.

Properties with no Attributed Reserves
The following table sets forth the gross and net acres of unproved properties in respect of the ExploreCo Assets as at
December 31, 2017 and the net area of unproved property for which ExploreCo expects its rights to explore, develop
and exploit to expire during the next year. ExploreCo has a 69% working interest in its undeveloped land.

LOCATION
Alberta
TOTAL
Notes:
(1)
(2)

UNPROVED PROPERTIES - UNDEVELOPED LAND
(acres)
Gross(1)
Net(2)
Net Acres to Expire in 2018
317,847
220,525
6,600
317,847
220,525
6,600

“Gross Acres” are the total acres in which ExploreCo has or had an interest.
“Net Acres” is the aggregate of the total acres in which ExploreCo has or had an interest multiplied by ExploreCo’s working interest
percentage held therein.

There are no costs or work commitments associated with Ikkuma’s non-producing properties except for annual lease
rental payments.
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Significant Factors or Uncertainties Relevant to Properties with No Attributed Reserves.
There are no significant economic factors and uncertainties which affect the anticipated development or production
activities on certain of ExploreCo’s properties with no attributed reserves.
Forward Contracts
ExploreCo’s operational results and financial condition will be dependent upon the prices received for oil and
natural gas production. Oil and natural gas prices have fluctuated widely in recent years. Such prices are primarily
determined by economic and political factors. Supply and demand factors, as well as weather and conditions in other
oil and natural gas regions of the world also impact prices. Any upward or downward movement in oil and natural
gas prices could have an effect on ExploreCo’s financial condition.
ExploreCo may use certain financial instruments to hedge its exposure to commodity price fluctuations on a portion
of its crude oil and natural gas production. These hedging activities could expose ExploreCo to losses or gains. See
“Risk Factors – Risks Relating to ExploreCo and the ExploreCo Assets – Hedging”.
Tax Horizon
As a newly incorporated entity, ExploreCo has not been required to pay any income related taxes. Following the
conveyance of the ExploreCo Assets pursuant to the ExploreCo Conveyance Agreement, ExploreCo has
approximately $12.5 million of tax pools available, primarily Canadian Oil and Gas Property Expense and Capital
Cost Allowance deductions. It is expected, based upon current legislation, the projections contained in the Reserves
Report and various other assumptions that no cash income taxes are to be paid by ExploreCo in the near future. A
higher level of capital expenditures than those contained in the Reserves Report, or further additional acquisitions,
could further extend the estimated tax horizon.
Income Taxes
ExploreCo will file all required income tax returns and believes that it is in full compliance with the provisions of
the Tax Act and all other applicable provincial tax legislation. However, such returns are subject to reassessment by
the applicable tax authority. In the event of a successful reassessment of ExploreCo, whether by re-characterization
of exploration and development expenditures or otherwise, such reassessment may have an impact on current and
future taxes payable.
Income tax laws relating to the oil and natural gas industry, such as the treatment of resource taxation or dividends,
may in the future be changed or interpreted in a manner that adversely affects ExploreCo. Furthermore, tax
authorities having jurisdiction over ExploreCo may disagree with how ExploreCo calculates its income for taxes
Costs Incurred
The following table summarizes property acquisition costs, exploration costs and development costs (before
property dispositions) incurred during the year ended December 31, 2017 attributable to the ExploreCo Assets. The
amounts reported as unproved acquisition costs and exploration costs are consistent with capital expenditures
classified as exploration and evaluation assets under IFRS. The amounts reported as proved acquisition costs and
development costs are consistent with capital expenditures classified as property, plant and equipment under IFRS.
Acquisitions and Capital Expenditures
Nature of cost
Property Acquisition Costs
Proved
Unproved
Exploration Costs
Development Costs
Total

Amount (M$)
6,988
17,404
24,392
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Exploration and Development Activities
In 2017, 1 development oil well and 1 exploratory oil well (gross and net), as based on the Lahee Classification
System, was drilled in respect of the ExploreCo Assets.
Production Estimates
The following table discloses, by product type, the estimated yearly average volume of working interest share of
production estimated for the ExploreCo Assets before the deduction of royalties for the first year for gross proved
reserves and gross probable reserves as reported in the Reserves Report effective December 31, 2017, based on
forecast prices and costs.

ExploreCo
Proved
Developed producing
Developed non-producing
Undeveloped
Total Proved
Probable
Total Proved Plus
Probable

Light Crude Oil
and Medium
Crude Oil (Bbl/d)

Conventional Natural
Gas (Mcf/d)

Natural Gas
Liquids (Bbl/d)

Combined (BOE/d)

201.9
67.2
106.6
325.9
34.9

2,408.7
212.4
213.4
2,728.2
116.4

39.8
4.1
2.9
45.3
1.8

643.0
106.7
145.1
825.9
56.1

360.7

2,844.6

47.1

881.8

The Kiskiu and Stolberg properties accounts for 20% or more of the estimated production set forth in the
immediately preceding tables. The following table discloses by product type the volume of working interest share
of production estimated for the Kiskiu and Stolberg properties before the deduction of royalties for the first year for
gross proved reserves and gross probable reserves as reported in the Reserves Report effective December 31, 2017,
based on forecast prices and costs.
The estimated average daily volume of production for the Kiskiu property as reported in the Reserves Report are as
follows:
Light Crude Oil
and Medium Crude
Oil (Bbl/d)

Conventional Natural
Gas
(Mcf/d)

Developed producing

0.0

825.1

33.7

171.2

Developed non-producing

0.0

76.4

3.1

15.8

Undeveloped

0.0

0.0

0.0

0.0

Total Proved

0.0

863.6

35.3

179.2

Probable

0.0

9.3

0.4

2.0

0.0

872.9

35.7

181.2

Kiskiu
Proved

Total Proved Plus Probable
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Natural Gas Liquids
(Bbl/d)

Combined
(BOE/d)

The estimated average daily volume of production for the Stolberg property as reported in the Reserves Report are
as follows:
Light Crude Oil
and Medium Crude
Oil (Bbl/d)

Conventional Natural
Gas
(Mcf/d)

169.9

658.0

0.9

7.1

17.1

0.0

10.0

Undeveloped

117.1

93.7

0.1

132.8

Total Proved

195.4

688.1

1.0

311.1

2.2

12.4

0.0

4.3

197.6

700.5

1.0

315.4

Stolberg
Proved
Developed producing
Developed non-producing

Probable
Total Proved Plus Probable

Natural Gas Liquids
(Bbl/d)

Combined
(BOE/d)
280.5

Production History
The following table summarizes the average daily production before deduction of royalties attributable to the
ExploreCo Assets, for the periods indicated:
Product
Light & Medium Crude Oil (Bbl/d)
NGLs (Bbl/d)
Conventional Natural Gas (Mcf/d)
Total (BOE/d)

Year

2017
Q3

Q4
54
3
86
72

58
6
234
104

Q2

Q1

51
3
36
60

26
3
38
36

80
1
36
87

Netback History
The following table sets forth information respecting average net product prices received, royalties paid, production
expenses and operating netbacks received in respect of production of crude oil and natural gas from the ExploreCo
Assets for the periods indicated.
Category
Selling prices
Oil ($/Bbl)
NGLs ($/Bbl)
Natural gas ($/Mcf)

Year

2017
Q3

Q4

Q2

Q1

57.50

58.29

53.31

56.33

60.04

47.23

54.31

36.7

41.89

54.02

2.30

2.02

2.22

3.18

3.29

3.30

2.13

3.44

4.25

3.77

14.45

12.96

14.98

17.23

12.77

(0.42)

(0.08)

(3.22)

(0.43)

0.17

7.05

4.85

8.81

11.10

6.18

-

-

-

-

-

0.18

0.14

0.23

0.30

0.29

40.88

36.96

47.93

76.67

27.32

Royalties
Oil ($/Bbl)
NGLs ($/Bbl)
Natural gas ($/Mcf)
Transportation and selling expenses
Oil ($/Bbl)
NGLs ($/Bbl)
Natural gas ($/Mcf)
Production expenses(1)
Oil ($/Bbl)
NGLs ($/Bbl)
Natural gas ($/Mcf)

-

-

-

-

-

2.28

2.00

3.33

2.96

2.39
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Category
Operating netbacks
Oil ($/Bbl)
NGLs ($/Bbl)
Natural gas ($/Mcf)
Note:
(1)

Year

2017
Q3

Q4

Q2

Q1

6.27

14.35

(6.87)

(35.69)

22.77

32.78

41.35

21.71

24.66

41.24

0.25

(0.04)

1.88

0.35

0.44

Production expenses include mineral lease and surface lease rentals, property taxes and expenses related to the operation and
maintenance of wells, production facilities and gathering systems.

Production Volume by Field
The following table discloses for each important field, and in total, the production volumes attributable to the
ExploreCo Assets for the financial year ended December 31, 2017 for each product type.

Field
Alberta Foothills
TOTAL

Light Crude Oil
and Medium
Crude Oil
(Bbl/d)
54

Natural Gas
Liquids
(Bbl/d)

54
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3

Conventional
Natural Gas
(Mcf/d)
86

3

86

Combined
(BOE/d)

%
72
72

SELECTED FINANCIAL INFORMATION AND
MANAGEMENT’S DISCUSSION AND ANALYSIS
Financial Statements
The following financial statements are attached to this Appendix:
Schedule A

Audited financial statements of ExploreCo as at and for the period from
incorporation of ExploreCo on August 13, 2018 to August 31, 2018 (the
“ExploreCo Financial Statements”).

Schedule B

Audited carve-out financial statements in respect of the ExploreCo Assets as at
and for the years ended December 31, 2017 and 2016 and unaudited interim
carve-out financial statements in respect of the ExploreCo Assets as at June 30,
2018 and for the three and six months ended June 30, 2018 and 2017.

Schedule C

Unaudited pro forma financial statements as at and for the six months ended
June 30, 2018 and for the year ended December 31, 2017.

Selected Pro Forma Financial Information for ExploreCo
The following is a summary of selected unaudited pro forma financial information of ExploreCo following
completion of the Arrangement. The unaudited pro forma financial information set forth below and the unaudited
pro forma financial statements attached as Schedule C to this Appendix are not necessarily indicative of the results
of operations that would have occurred during the period ended June 30, 2018 had the Arrangement been effective
prior to such periods. The following is a summary only and must be read in conjunction with the information
contained under the headings “The Arrangement” and “Information Concerning ExploreCo” in the Information
Circular and the other information included in this Appendix, including the unaudited pro forma financial statements
of ExploreCo attached as Schedule C to this Appendix.
As at June 30, 2018 (M$)
Total Assets

27.3

Total Liabilities

11.8

Owner’s Net Investment

15.5

Management’s Discussion and Analysis
Included as Schedule D to this Appendix is the following management’s discussion and analysis in respect of the
ExploreCo Assets:
(a)

management’s discussion and analysis of the financial condition and results of operations of the
ExploreCo Assets for the three and six months ended June 30, 2018; and

(b)

management’s discussion and analysis of the financial conditions and results of operations for the
year ended December 31, 2017.
AVAILABLE FUNDS AND PRINCIPAL PURPOSES

After giving effect to the Arrangement and without giving effect to the exercise of the ExploreCo Warrants,
ExploreCo is expected to have working capital available to it of approximately $0.5 (after the deduction of
transaction costs in connection with the Arrangement and after all necessary operating adjustments to be made
pursuant to the ExploreCo Conveyance Agreement). See “General Development of the Business – General” and
“Capitalization” in this Appendix.
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It is expected that these available funds will be used to fund ExploreCo’s exploration and development activities and
for general working capital purposes, which is consistent with the business objectives of ExploreCo set out under the
heading “Description of the Business – Stated Business Objective” in this Appendix. Other than the successful
completion of the Arrangement, there is no particular significant event or milestone that must be met for
ExploreCo’s business objectives to be met.
While ExploreCo intends to use the available funds as stated above, there may be circumstances that are not known
at this time where a reallocation of the available funds may be advisable for business reasons that management
believes are in ExploreCo’s best interests and as a result there is no assurance ExploreCo will use the funds available
as stated. See “Forward Looking Information and Statements” and “Risk Factors – Risks Relating to an Investment
in the ExploreCo Shares – Discretion in Use of Funds” in this Appendix.
The estimated available working capital of ExploreCo upon completion of the Arrangement is inherently difficult to
calculate and is dependent upon assumptions such as the completion of the Arrangement, future results of and
expenditures by Ikkuma to the date of calculation, the costs of the Arrangement and other factors. The actual
available working capital of ExploreCo upon the completion of the Arrangement may be materially different than
the current estimates and such a difference could have a material adverse effect on the financial position of
ExploreCo and its ability to fund its exploration, development and production activities relating to the ExploreCo
Assets. See “Forward Looking Information and Statements”, “Risk Factors – Risks Relating to the Arrangement –
Other Risks Relating to the Arrangement”, and “Risk Factors – Risks Relating to ExploreCo and the ExploreCo
Assets – Working Capital” in this Appendix.
Pursuant to the ExploreCo Conveyance Agreement, ExploreCo has agreed to indemnify Ikkuma in certain
circumstances. See “General Development of the Business – The ExploreCo Conveyance Agreement” in this
Appendix.
DIVIDEND POLICY
There are no restrictions in ExploreCo’s articles or elsewhere which could prevent ExploreCo from paying
dividends. It is not currently contemplated that any dividends will be paid on any shares of ExploreCo in the
immediate future, as it is anticipated that all available funds will be invested to finance the growth of ExploreCo’s
business. The directors of ExploreCo will determine if, and when, dividends will be declared and paid in the future
from funds properly applicable to the payment of dividends based on ExploreCo’s financial position at the relevant
time. Any decision to pay dividends on any shares of ExploreCo will be made by the directors on the basis of
ExploreCo’s earnings, financial requirements and other factors existing at such future time, including, but not
limited to, commodity prices, production levels, capital expenditure requirements, debt service requirements, if any,
operating costs, royalty burdens, foreign exchange rates and the satisfaction of the liquidity and solvency tests
imposed by the ABCA for the declaration and payment of dividends.
DESCRIPTION OF SHARE CAPITAL
ExploreCo is authorized to issue an unlimited number of ExploreCo Shares and an unlimited number of preferred
shares, issuable in series (“ExploreCo Preferred Shares”), of which ten (10) ExploreCo Share and no ExploreCo
Preferred Shares are issued and outstanding as of the date of the Information Circular. See “Prior Sales” in this
Appendix.
It is expected that the ExploreCo Shares will be split prior to the closing of the Arrangement in order to provide for
the issuance of 0.1 of an ExploreCo Share for each Ikkuma Share outstanding immediately prior to the Effective
Time.
Pursuant to the Arrangement, Ikkuma will be removed from the register of ExploreCo Shares. See the “The
Arrangement – Arrangement Steps” in the Information Circular. Following completion of the Arrangement
(assuming that there are no Dissenting Shareholders), assuming all of the Ikkuma Options are exercised prior to the
Arrangement and none of the Equity Warrants or the Term Loan Warrants are exercised prior to the Arrangement
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and none of the ExploreCo Warrants are exercised, there will be approximately 11.9 million ExploreCo Shares and
no ExploreCo Preferred Shares issued and outstanding. See “Capitalization” and “Prior Sales” in this Appendix.
The following is a description of the rights, privileges, restrictions and conditions attaching to the ExploreCo Shares
and the ExploreCo Preferred Shares.
ExploreCo Shares
The holders of ExploreCo Shares are entitled to receive notice of and to attend at and to vote one vote per
ExploreCo Share at meetings of ExploreCo Shareholders, to receive dividends declared on the ExploreCo Shares,
subject to the rights of the holders of shares ranking prior to the ExploreCo Shares and to receive pro rata the
remaining property upon dissolution in equal rank with the holders of other ExploreCo Shares.
ExploreCo Preferred Shares
The ExploreCo Preferred Shares may be issued from time to time in one or more series, each series consisting of a
number of ExploreCo Preferred Shares as determined by the ExploreCo Board who may also fix the designations,
rights, privileges, restrictions and conditions attaching to the shares of each series of ExploreCo Preferred Shares.
The ExploreCo Preferred Shares of each series shall, with respect to payment of dividends and distributions of assets
in the event of liquidation, dissolution or winding-up of ExploreCo, whether voluntary, or any other distribution of
the assets of ExploreCo among its shareholders for the purpose of winding-up its affairs, rank equally with the
ExploreCo Preferred Shares of every other series then outstanding and shall be entitled to preference over the
ExploreCo Shares, and the shares of any other class ranking junior to the ExploreCo Preferred Shares.
ExploreCo Warrants
The holders of ExploreCo Warrants will be entitled to the right to acquire one ExploreCo Share for each ExploreCo
Warrant held, at a price of $1.10 per ExploreCo Share, until the date that is 180 calendar days following the
Effective Date.
CAPITALIZATION
The following table sets forth the capitalization of ExploreCo as at September 30, 2018 both before and after giving
pro forma effect to the Arrangement. The table should be read in conjunction with the ExploreCo Financial
Statements attached hereto as Schedule A.

Authorized
Unlimited

Outstanding as at
September 30, 2018
$12.5 million(2)
(10 ExploreCo Shares)

Outstanding as at September 30,
2018 after giving effect to the
Arrangement (1)
$12.5 million(2)
(11.9 million ExploreCo Shares)

ExploreCo Preferred Shares

Unlimited

Nil

Nil

ExploreCo Warrants

11.9 million

Nil

$13.1 million
(11.9 million ExploreCo Warrants)

Designation
ExploreCo Shares

Notes:
(1)

(2)

Assumes that: (i) no Dissent Rights are exercised; (ii) all of the Ikkuma Options are exercised prior to the Arrangement; (iii) none of
the Equity Warrant or the Term Loan Warrants are exercised prior to the Arrangement; and (iv) 118,703,187 Ikkuma Shares are
outstanding prior to the Effective Time. To the extent the actual factors and circumstances differ from the assumptions set forth
above, the number of ExploreCo Shares outstanding will also differ.
Based on a purchase price of $12.5 million for the ExploreCo Assets which is subject to adjustment. See “General Developments of
the Business – The ExploreCo Conveyance Agreement – The Consideration” in this Appendix.
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PRIOR SALES
The following table sets forth the ExploreCo Shares issued by ExploreCo within the past 12 months:

Date
August 13, 2018
September 21, 2018
Notes:
(1)

(2)

Number of ExploreCo
Shares issued
1
9(1)

Issue Price per ExploreCo
Share
$1.00
$1,388,889

Aggregate Issue Price
$1.00
$12,500,000(2)

Issued pursuant to the ExploreCo Conveyance Agreement as consideration, along with ExploreCo’s agreement and undertaking to
issue to Ikkuma, immediately prior to the Effective Time, the ExporeCo Warrants, for the assignment and transfer from Ikkuma of the
ExploreCo Assets. It is expected that the ExploreCo Shares will be split prior to the closing of the Arrangement in order to provide
for the issuance of 0.1 of an ExploreCo Share for each Ikkuma Share outstanding immediately prior to the Effective Time.
Based on a purchase price of $12.5 million for the ExploreCo Assets which is subject to adjustment. See “General Developments of
the Business – The ExploreCo Conveyance Agreement – The Consideration” in this Appendix.

It is expected that the ExploreCo Shares will be split prior to the closing of the Arrangement in order to provide for
the issuance of 0.1 of an ExploreCo Share for each Ikkuma Share outstanding immediately prior to the Effective
Time. Pursuant to the ExploreCo Conveyance Agreement, Ikkuma is conveying the ExploreCo Assets to ExploreCo
in consideration for: (a) nine (9) ExploreCo Shares; and (b) ExploreCo’s agreement and undertaking to issue to
Ikkuma, immediately prior to the Effective Time, the number of ExploreCo Warrants that is equal to the number of
ExploreCo Shares that are issued and outstanding immediately follow and as a result of such share split.
Pursuant to the Plan of Arrangement, the ExploreCo Shares and ExploreCo Warrants will ultimately be distributed
to former Ikkuma Shareholders, all in accordance with the terms of the Plan of Arrangement. See the Information
Circular under the heading “The Arrangement – Arrangement Steps”.
For illustrative purposes, approximately 11.9 million ExploreCo Shares and 11.9 million ExploreCo Warrants could
be issued to the former Ikkuma Shareholders upon completion of the Arrangement assuming that: (i) no Dissent
Rights are exercised; (ii) all of the Ikkuma Options are exercised prior to the Arrangement; (iii) none of the Equity
Warrant or the Term Loan Warrants are exercised prior to the Arrangement; and (iv) 118,703,187 Ikkuma Shares are
outstanding prior to the Effective Time. To the extent the actual factors and circumstances differ from the
assumptions set forth herein, the number of ExploreCo Shares and ExploreCo Warrants outstanding will also differ.
TRADING PRICE AND VOLUME
The ExploreCo Shares are not currently traded or quoted on a Canadian marketplace. It is not intended that the
ExploreCo Shares will be listed on a stock exchange following completion of the Arrangement.
ESCROWED SECURITIES
As of the date of the Information Circular, no securities of any class of ExploreCo are held in escrow or are subject
to a contractual restriction on transfer. To the knowledge of ExploreCo, no securities of ExploreCo are anticipated
to be held in escrow or subject to a contractual restriction on transfer following completion of the Arrangement.
PRINCIPAL SECURITYHOLDERS
All of the issued and outstanding ExploreCo Shares are currently held by Ikkuma. To the knowledge of ExploreCo,
as of the date of the Information Circular, there are no persons who will, immediately following completion of the
Arrangement, directly or indirectly, own or exercise control or direction over, securities carrying more than ten
percent of the voting rights attached to any class of voting securities of ExploreCo.
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DIRECTORS AND EXECUTIVE OFFICERS
The following table provides the name, province and country of residence, positions held with ExploreCo and
principal occupation during the preceding five years of each of the current directors and executive officers of
ExploreCo, together with their pro forma holdings of ExploreCo Shares upon completion of the Arrangement.
Between now and closing of the Arrangement, the ExploreCo Board will continue to evaluate prospective officers
with the intention to appoint an executive team, with experience in the Alberta Foothills where the ExploreCo
Assets are located. In the event that such executive team is not in place on or prior to the closing of the
Arrangement, Michael Kohut will continue to serve as the President and Chief Executive Officer and William C.
Guinan will continue to serve as the Corporate Secretary of ExploreCo on closing and the ExploreCo Board will
continue to recruit and evaluate prospective executive officers.
Name, Province and
Country of Residence
Michael Kohut
Alberta, Canada

Offices Held and Time as
Director or Officer
President, Chief Executive
Officer and Director since
August 22, 2018

Principal Occupation During the
Past 5 Years
Retired businessman since April 2018.
Prior thereto, Vice President, Finance of
Paramount Resources Ltd. since
November 2017. Prior thereto, Chief
Financial Officer of Trilogy Energy
Corp. from June 2006 to October 2017.

Pro Forma Holdings of
ExploreCo Shares(1)
72,333
0.61%

William C. Guinan
Alberta, Canada

Corporate Secretary since
August 13, 2018

Partner with Borden Ladner Gervais
LLP.

74,467
0.63%

Mark Dickinson
Ontario, Canada

Director since October 11,
2018

Principal of KES 7 Capital Inc. since
May 2018. Prior thereto, President of
Carlin Capital Corp. from February 2018
to May 2018. Prior thereto, Managing
director of Desjardins Securities Inc.
from August 2012 to February 2018.

12,619
0.11%

Tim de Freitas
Alberta, Canada

Director since October 11,
2018

President and CEO of Ikkuma since May
2014. Prior thereto, Vice President,
Exploration and Chief Operating Officer
of Manitok Energy Inc. from inception
in 2005 until October 2013.

204,627
1.72%

John Van de Pol
Alberta, Canada

Director since October 26,
2018

Senior Vice President and Chief
Financial Officer of the Ikkuma since
January 2018. Prior thereto, Senior Vice
President and Chief Financial Officer of
Painted Pony Energy Ltd. from January
2015 to August 2017. Prior thereto, Vice
President, Finance and Chief Financial
Officer of Painted Pony Energy Ltd.
From September 2013 to January 2015.

82,831
0.70%

Note:
(1)

Assumes that: (i) no Dissent Rights are exercised; (ii) all of the Ikkuma Options are exercised prior to the Arrangement; (iii) none of
the Equity Warrant or the Term Loan Warrants are exercised prior to the Arrangement; and (iv) 118,703,187 Ikkuma Shares are
outstanding prior to the Effective Time. To the extent the actual factors and circumstances differ from the assumptions set forth
above, the number of ExploreCo Shares outstanding will also differ.

The directors of ExploreCo will hold office until the first annual meeting of the ExploreCo Shareholders or until his
or her successor is duly elected or appointed, unless his or her office is earlier vacated in accordance with
ExploreCo’s articles or by-laws.
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As at the date hereof, the directors and executive officers of ExploreCo listed above do not beneficially own,
directly or indirectly, or exercise control or direction over any ExploreCo Shares. Following completion of the
Arrangement, it is expected that the directors and executive officers of ExploreCo listed above shall beneficially
own or control or direct, directly or indirectly, approximately 446,877 ExploreCo Shares and 350,461 ExploreCo
Warrants, being approximately 3.76% of the issued and outstanding ExploreCo Shares and 2.96% of the issued and
outstanding ExploreCo Warrants, assuming that: (i) no Dissent Rights are exercised; (ii) all of the Ikkuma Options
are exercised prior to the Arrangement; (iii) none of the Equity Warrant or the Term Loan Warrants are exercised
prior to the Arrangement; and (iv) 118,703,187 Ikkuma Shares are outstanding prior to the Effective Time. To the
extent the actual factors and circumstances differ from the assumptions set forth herein, the number of ExploreCo
Shares and ExploreCo Warrants outstanding will also differ.
Backgrounds of Management of ExploreCo
The following is a description of the background and experience of each member of management of ExploreCo:
Michael Kohut – President, Chief Executive Officer and Director
Michael Kohut was the Vice President, Finance of Paramount Resources Ltd. from November 2017 to April 1, 2018.
Prior thereto, Mr. Kohut served as the Chief Financial Officer of Trilogy Energy Corp. from June 2006 to October
2017. Mr. Kohut also serves as a member of the audit committee for Big Rock Brewery Inc. Mr. Kohut also has over
20 years of public issuer experience, both as an officer and as a director.
William C. Guinan – Corporate Secretary
Mr. Guinan is a partner at the law firm of Borden Ladner Gervais LLP, Calgary, Alberta. Mr. Guinan specializes in
oil and gas and securities law with a focus on governance matters, private and public offerings and mergers and
acquisitions. Mr. Guinan has served as a director and officer of a numerous public companies and is currently a
director and Corporate Secretary of Kelt Exploration Ltd. and of Ikkuma Resources Corp., both oil and gas
exploration and production companies. Mr. Guinan received a Bachelor of Business Administration degree from
Acadia University in 1977 and a Master of Business Administration and Bachelor of Laws degrees from Dalhousie
University in 1982.
Corporate Cease Trade Orders
None of the current or proposed directors or executive officers of ExploreCo is or has been, within the ten years
prior to the date of the Information Circular, a director, chief executive officer or chief financial officer of any
company (including ExploreCo) that, (i) while the person was acting in the capacity as director, chief executive
officer or chief financial officer, was the subject of a cease trade or similar order or an order that denied the relevant
company access to any exemption under securities legislation, that was in effect for a period of more than 30
consecutive days; or (ii) was subject to a cease trade or similar order or an order that denied the relevant issuer
access to any exemption under securities legislation, for a period of more than 30 consecutive days, that was issued
after the director, chief executive officer or chief financial officer ceased to be a director, chief executive officer or
chief financial officer and which resulted from an event that occurred while that person was acting in the capacity as
a director, chief executive officer or chief financial officer.
Bankruptcies
Other than as set forth below, none of the current or proposed directors, executive officers or securityholders holding
a sufficient number of securities of ExploreCo to affect materially the control of ExploreCo is or has, within the last
ten years prior to the date of the Information Circular, been a director or executive officer of any company
(including ExploreCo) that, while such person was acting in that capacity, or within a year of that person ceasing to
act in that capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or
was subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver
manager or trustee appointed to hold its assets.
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Mr. Michael Kohut was a director of Great Prairie Energy Services Inc. (“Great Prairie”) on January 22, 2016
when it applied for and obtained an order from the Court of Queen’s Bench of Alberta under the Companies’
Creditors Arrangement Act. Mr. Kohut resigned as a director of Great Prairie on January 22, 2016.
In addition, none of the current or proposed directors, executive officers or securityholders holding a sufficient
number of securities of ExploreCo to affect materially the control of ExploreCo has, within the ten years prior to the
date of the Information Circular, become bankrupt, made a proposal under any legislation relating to bankruptcy or
insolvency, or become subject to or instituted any proceedings, arrangement or compromise with creditors, or had a
receiver, receiver manager or trustee appointed to hold the assets of the director, executive officer or securityholder.
Penalties or Sanctions
None of the current or proposed directors, executive officers or securityholders holding a sufficient number of
securities of ExploreCo to affect materially the control of ExploreCo has been subject to: (i) any penalties or
sanctions imposed by a court relating to securities legislation or by a securities regulatory authority or has entered
into a settlement agreement with a securities regulatory authority; or (ii) any other penalties or sanctions imposed by
a court or regulatory body that would likely be considered important to a reasonable investor in making an
investment decision.
Conflicts of Interest
There are potential conflicts of interest to which the directors and officers of ExploreCo may become subject in
connection with the operations of ExploreCo. In particular, certain directors and officers of ExploreCo are involved
in managerial or director positions with other oil and gas companies whose operations may, from time to time, be in
direct competition with those of ExploreCo or with entities which may, from time to time, provide financing to, or
make equity investments in, competitors of Ikkuma. Conflicts, if any, will be subject to the procedures and remedies
available under the ABCA. The ABCA provides that, in the event that a director has an interest in a contract or
proposed contract or agreement, the director shall disclose his interest in such contract or agreement and shall refrain
from voting on any matter in respect of such contract or agreement unless otherwise provided by the ABCA. As at
the date of the Information Circular, ExploreCo is not aware of any existing or potential material conflicts of interest
between ExploreCo and any director or officer of ExploreCo.
COMPENSATION OF EXECUTIVE OFFICERS AND DIRECTORS
To date, ExploreCo has not carried on any active business other than in respect of the transfer of the ExploreCo
Assets from Ikkuma pursuant to the ExploreCo Conveyance Agreement and has not completed a fiscal year of
operations. No compensation has been paid by ExploreCo to its executive officers or directors and none will be paid
until after the Arrangement has been completed. Following completion of the Arrangement, it is anticipated that the
executive officers of ExploreCo will initially be paid salaries that are less than the median level of salaries paid at
other oil and gas companies of similar size and character; however, no definitive determinations with respect to
executive compensation have been made as of the date of the Information Circular.
As of the date of the Information Circular, there are no executive employment contracts in place between ExploreCo
and any of the executive officers of ExploreCo and there are no provisions with ExploreCo for compensation for the
executive officers of ExploreCo in the event of termination of employment or a change in responsibilities following
a change of control of ExploreCo. It is expected that ExploreCo will enter into executive employment contracts with
each of the executive officers of ExploreCo after the completion of the Arrangement.
ExploreCo has not established an annual retainer fee or attendance fee for directors; however, ExploreCo will
reimburse directors for all reasonable expenses incurred in order to attend meetings.
Stock Option Plan
ExploreCo adopted a stock option plan (the “ExploreCo Option Plan”). The ExploreCo Option Plan provides that
the ExploreCo Board may from time to time, in its discretion, grant to directors, officers, employees or consultants
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of ExploreCo or its subsidiaries, non-transferable options (“ExploreCo Options”), provided that the number of
ExploreCo Shares reserved for issuance will not exceed 10% of the issued and outstanding ExploreCo Shares.
In connection with the foregoing, the number of ExploreCo Shares reserved for issuance to any one person under
ExploreCo Options granted in any twelve month period will not exceed five percent (5%) of the issued and
outstanding ExploreCo Shares determined at the date of grant, or two percent (2%) in the case of an optionee who is
a consultant. In addition, no more than an aggregate of two percent (2%) of the issued and outstanding ExploreCo
Shares determined at the date of grant may be granted to employees conducting investor relations activities.
If an optionee ceases to be a director, officer, employee or consultant of ExploreCo or its subsidiaries for any reason
other than death, any ExploreCo Options granted to such optionee shall terminate on the 30th day following the
optionee’s ceasing to be a director, officer, employee or consultant, as the case may be, and in all cases must expire
no later than the expiry date of such ExploreCo Options; however, such ExploreCo Options may be exercised by an
optionee who has ceased to be a director, officer, employee or consultant only if the optionee was entitled to
exercise the ExploreCo Options at the date of such cessation pursuant to the terms of the optionee’s stock option
agreement. In the event of the death of an optionee, the ExploreCo Option previously granted to such optionee shall
be exercisable within one (1) year following the date of the death of the optionee or prior to the expiry date of such
ExploreCo Option. The exercise price and term of the ExploreCo Options shall be determined by the ExploreCo
Board at the time any ExploreCo Option is granted. The ExploreCo Board may, in its sole discretion, determine the
time during which ExploreCo Options shall vest and the method of vesting, or that no vesting restriction shall exist.
No ExploreCo Options have been granted as of the date hereof. Following completion of the Arrangement, it is
anticipated that ExploreCo will issue ExploreCo Options; however, no definitive determinations with respect to
executive or director compensation have been made as of the date of the Information Circular.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
At no time since the incorporation of ExploreCo has there been any indebtedness, other than routine indebtedness, of
any director or executive officer of ExploreCo, or any of their associates or affiliates, to ExploreCo or to any other
entity which is, or at any time since the beginning of the most recently completed financial period has been, the
subject of a guarantee, support agreement, letter of credit or other similar arrangement or understanding provided by
ExploreCo.
No director, executive officer, employee or former executive officer, director or employee of ExploreCo, or any
associate of any such director, officer or employee is, or has been at any time since the incorporation of ExploreCo,
indebted to ExploreCo, nor, at any time since the incorporation of ExploreCo has, any indebtedness of any such
person been the subject of a guarantee, support agreement, letter of credit or other similar arrangement or
understanding provided by ExploreCo.
CORPORATE GOVERNANCE INFORMATION
The following sets out information in respect of ExploreCo’s proposed corporate governance practices in
accordance with National Instrument 58-101 – Disclosure of Corporate Governance Practices.
ExploreCo Board
The proposed ExploreCo Board is expected to be comprised of three (3) directors, of which two (2) are independent
within the meaning of “independence” in section 1.4 of National Instrument 52-110 – Audit Committees (“NI 52110”). Accordingly, a majority of the ExploreCo Board is expected to be independent. The independent judgement
of the ExploreCo Board in carrying out its responsibilities is the responsibility of all directors. It is expected that the
ExploreCo Board will facilitate independent supervision of management through meetings of the ExploreCo Board
and through frequent informal discussions among independent members of the ExploreCo Board and management.
In addition, it is expected that the ExploreCo Board will have free access to ExploreCo’s external auditors, legal
counsel and to any of ExploreCo’s officers.
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In order to facilitate the exercise of independent judgment, it is expected that members of the ExploreCo Board will
recuse themselves from the discussion of and voting on any matters of ExploreCo which may be perceived to place
them in a conflict of interest. In addition, it is anticipated that the independent directors of ExploreCo will hold
regularly scheduled meetings at which non-independent directors and members of management are not in
attendance, typically in conjunction with each regularly scheduled meeting of the of ExploreCo Board. Further, the
ExploreCo Board is expected to facilitate its independent supervision over management by reviewing and approving
long-term strategic, business and capital plans, material contracts and business transactions, and all debt and equity
financing transactions. Through its audit committee, the ExploreCo Board will examine the effectiveness of
ExploreCo’s internal control processes and information systems.
The following proposed directors of ExploreCo serve as directors of other reporting issuers as indicated in the table
below.
Name of Director

Name of Reporting Issuer and Stock Exchange

Michael Kohut

Big Rock Brewery Inc. (TSX), Ikkuma Resources Corp. (TSXV)

Mark Dickinson

Nil

Tim de Freitas

Ikkuma Resources Corp. (TSXV)

Board Mandate
The ExploreCo Board has approved a formal written mandate. The primary responsibilities of the ExploreCo Board
are: (a) to maximize long term shareholder value; (b) to approve the strategic plan of ExploreCo; (c) to ensure that
processes, controls and systems are in place for the management of the business and affairs of ExploreCo and to
address applicable legal and regulatory compliance matters; (d) to maintain the composition of the ExploreCo Board
in a way that provides an effective mix of skills and experience to provide for the overall stewardship of ExploreCo;
(e) to ensure that ExploreCo meets its obligations on an ongoing basis and operates in a safe and reliable manner;
and (f) to monitor the performance of the management of ExploreCo to ensure that it meets its duties and
responsibilities to the shareholders. The ExploreCo Board operates by delegating certain of its authorities to
management and by reserving certain powers to itself. Subject to the articles and by-laws of ExploreCo and the
ABCA, the ExploreCo Board may constitute, seek the advice of, and delegate certain powers, duties and
responsibilities to, committees of the ExploreCo Board.
Position Descriptions
As the committees of the ExploreCo Board have not been constituted as of the date of the Information Circular, the
ExploreCo Board has not developed written position descriptions for the chair of each committee. Further, the
ExploreCo Board and the Chief Executive Officer have not developed a written position description for the Chief
Executive Officer as ExploreCo was only recently incorporated. It is expected that the foregoing position
descriptions will be developed following completion of the Arrangement.
Orientation and Continuing Education
While ExploreCo does not currently have a formal orientation and education program for new directors, ExploreCo
expects to provide such orientation and education on an informal basis. Directors are encouraged to visit
ExploreCo’s facilities, to interact with management and employees and to stay abreast of industry developments and
the evolving business of ExploreCo.
Ethical Business Conduct
The ExploreCo Board encourages and promotes a culture of ethical business conduct by appointing directors who
demonstrate integrity and high ethical standards in their business dealings and personal affairs. Directors are
expected to make responsible and ethical decisions in discharging their duties, thereby setting an example of the
standard to which management and employees should adhere.
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Under the ABCA, directors and officers are required to disclose any direct or indirect interest in any material
contract or material transaction or proposed material contract or proposed material transaction and, except in a few
limited cases, not vote on any resolution to approve any such contract or transaction.
Nomination of Directors
The ExploreCo Board as a whole is responsible for considering and recommending nominees for election as
directors and recommending members and chairs of ExploreCo Board committees. In addition, the ExploreCo Board
will accept the suggestions of the officers and directors of ExploreCo in carrying out this function.
Compensation
ExploreCo’s executive compensation program is administered by the ExploreCo Board. The ExploreCo Board is
responsible for reviewing and considering: (i) executive compensation policies, practices and overall compensation
philosophy; (ii) total compensation packages for all officers, employees and consultants of ExploreCo; (iii) bonus
and stock options; and (iv) major changes in ExploreCo’s benefit plans. The ExploreCo Board is also responsible for
reviewing the adequacy and form of directors’ compensation to ensure it realistically reflects the responsibilities and
risks of membership on the ExploreCo Board.
Other Committees
No committees of the ExploreCo Board have been constituted as of the date of the Information Circular.
Assessments
The ExploreCo Board is responsible to review the performance of the directors and the performance of the
ExploreCo Board. While no formal evaluation has been conducted to date, the ExploreCo Board will rely on
informal evaluation of the effectiveness through both formal and information communications with ExploreCo
Board members and through participation with other ExploreCo Board members on committees and matters relating
to the ExploreCo Board. The ExploreCo Board may consider more formal evaluation processes in the future.
AUDIT COMMITTEE INFORMATION
The Audit Committee is a committee of the ExploreCo Board to which the ExploreCo Board delegates its
responsibility for oversight of the financial reporting process. The Audit Committee is also responsible for
managing, on behalf of the shareholders, the relationship between ExploreCo and the external auditor.
The Audit Committee’s Charter
A copy of the proposed charter of the Audit Committee is attached as Schedule E to this Appendix (the “Audit
Committee Charter”).
Composition of the Audit Committee
The proposed members of the Audit Committee are Mark Dickinson, Michael Kohut and John Van de Pol, each of
whom are considered “financially literate” within the meaning of NI 52-110. Mark Dickinson and John Van de Pol
are considered “independent” within the meaning of NI 52-110. For the purposes of NI 52-110, a member of an
audit committee is independent if the member has no direct or indirect material relationship with a company. A
material relationship means a relationship which could, in the view of a company’s board of directors, reasonably
interfere with the exercise of a member’s independent judgment. For the purposes of NI 52-110, a member of an
audit committee is considered financially literate if he or she has the ability to read and understand a set of financial
statements that present a breadth and level of complexity of accounting issues that are generally comparable to the
breadth and complexity of the issues that can reasonably be expected to be raised by a company.
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Relevant Education and Experience
Collectively, the Audit Committee has the education and experience to fulfill the responsibilities outlined in the
Audit Committee Charter. Each member has: (a) an understanding of the accounting principles used by ExploreCo
to prepare its financial statements; (b) the ability to assess the general application of those principles in connection
with the estimates, accruals and reserves; (c) experience in preparing, auditing, analyzing or evaluating financial
statements that present a breadth and level of complexity of accounting issues that are generally comparable to the
breadth and complexity of issues that can reasonably be expected to be raised by the issuer’s financial statements, or
experience actively supervising individuals engaged in such activities; and (d) an understanding of internal controls
and procedures for financial reporting.
The following sets forth the relevant education and experience of each of the proposed members of the Audit
Committee.
Mark Dickinson – Chairman
Mark Dickinson has more than 20 years of experience in capital markets in Canada, US and Europe. Mr. Dickinson
was the President of Carlin Capital Corp. from February 2018 to May 2018. Prior thereto, Mr. Dickinson was a
Managing Director of Desjardins Securities Inc. from August 2012 to February 2018.
Michael Kohut
Michael Kohut was the Vice President, Finance of Paramount Resources Ltd. from November 2017 to April 1, 2018.
Prior thereto, Mr. Kohut served as the Chief Financial Officer of Trilogy Energy Corp. from June 2006 to October
2017. Mr. Kohut also serves as a member of the audit committee for Big Rock Brewery Inc. Mr. Kohut also has over
20 years of public issuer experience, both as an officer and as a director.
John Van de Pol
John Van del Pol has been the Senior Vice President and Chief Financial Officer of Ikkuma since January 2018.
Prior thereto, Mr. Van de Pol was the Senior Vice President and Chief Financial Officer of Painted Pony Energy
Ltd. from January 2015 to August 2017. Prior thereto, Mr. Van de Pol was the Vice President, Finance and Chief
Financial Officer of Painted Pony Energy Ltd. from September 2013 to January 2015.
Audit Committee Oversight
At no time since the incorporation has a recommendation of the Audit Committee to nominate or compensate an
external auditor not been adopted by the ExploreCo Board.
Reliance on Certain Exemptions
At no time since the incorporation has ExploreCo relied on an exemption from Section 2.4 of NI 52-110 or an
exemption from NI 52-110, in whole or in part, granted under Part 8 of NI 52-110 (securities regulatory authority
exemption)
Pre-Approval Policies and Procedures
The Audit Committee is authorized by the ExploreCo Board to review the performance of ExploreCo’s external
auditors, and approve in advance the provision of services other than audit services and to consider the
independence of the external auditors, including reviewing the range of services provided in the context of all
consulting services bought by ExploreCo. The Audit Committee is authorized to approve in advance any non-audit
services, including tax advisory and compliance services, provided by the external auditors.
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External Auditor Service Fees (By Category)
As of the date of the Information Circular, ExploreCo has not paid any fees to external auditors since incorporation.
RISK FACTORS
An investment in ExploreCo should be considered highly speculative due to the nature of its activities and the stage
of its development upon completion of the Arrangement. ExploreCo was incorporated for the purposes of
participating in the Arrangement and acquiring the ExploreCo Assets and has not carried on any active business
other than in connection with the Arrangement, the ExploreCo Conveyance Agreement and related matters.
ExploreCo’s business is the exploration for, and the development and production of, oil and natural gas in respect of
the ExploreCo Assets. The risks and uncertainties set forth below are not the only ones facing ExploreCo.
Additional risks and uncertainties not presently known to ExploreCo or that ExploreCo currently considers
immaterial may also impair the business and operations of ExploreCo. If any of the following risks actually occur,
ExploreCo’s business may be harmed and its financial condition and results of operations may suffer significantly.
Readers should carefully consider the following risk factors in addition to the other information contained in this
Appendix and the Information Circular before investing in ExploreCo Shares. See “Risk Factors” in the
Information Circular.
Risks Relating to the Arrangement
Possible Failure to Realize the Anticipated Benefits of the Arrangement and the Acquisition of the ExploreCo
Assets
ExploreCo is proposing to complete the Arrangement and the acquisition of the ExploreCo Assets to position itself
in the oil and gas industry and to create the opportunity to realize certain benefits. Achieving the benefits of the
acquisition of the ExploreCo Assets depends in part on factors outside of ExploreCo’s control, including, but not
limited to, commodity prices, regulatory regimes and tax and royalty regimes. The consideration for the ExploreCo
Assets is partially based on engineering and economic assessments made by independent petroleum engineers as
well as actual historical financial and operating results. These assessments and historical results include a number of
material assumptions and factors regarding matters such as recoverability and marketability of oil, natural gas and
NGL, future prices of oil, natural gas and NGL, and operating costs, future capital expenditures and royalties and
other government levies which will be imposed over the producing life of the reserves. Many of these factors are
subject to change and are beyond the control of the operators of the ExploreCo Assets and ExploreCo. In particular,
changes in the prices of and markets for petroleum, natural gas, NGL and sulphur from those anticipated at the time
of making such assessments will affect the return on the value of the ExploreCo Shares. In addition, all such
assessments involve a measure of geological and engineering uncertainty which could result in lower production and
reserves than that attributed to the ExploreCo Assets.
Acquisitions of oil and gas properties or companies are based in large part on engineering, environmental and
economic assessments made by the acquiror, independent engineers and consultants. These assessments include a
series of assumptions regarding such factors as recoverability and marketability of oil and natural gas,
environmental restrictions and prohibitions regarding releases and emissions of various substances, future prices of
oil and gas, future operating costs, future capital expenditures and royalties and other government levies which will
be imposed over the producing life of the reserves. Many of these factors are subject to change and are beyond the
control of ExploreCo. All such assessments involve a measure of geologic, engineering, environmental and
regulatory uncertainty that could result in lower production and reserves or higher operating or capital expenditures
than anticipated. Although select title and environmental reviews are conducted prior to any purchase of resource
assets, such reviews cannot guarantee that any unforeseen defects in the chain of title will not arise to defeat
ExploreCo title to certain assets or that environmental defects, liabilities or deficiencies do not exist or are greater
than anticipated. Such deficiencies or defects could adversely affect the value of the ExploreCo Assets and
ExploreCo securities.
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Other Risks Relating to the Arrangement
For a description of the other risks related to the Arrangement, see the Information Circular under the heading “Risk
Factors – Risks Relating to the Arrangement”.
Risks Relating to ExploreCo and the ExploreCo Assets
Market for Securities
There is no market through which the ExploreCo Shares may be sold and shareholders may not be able to resell the
ExploreCo acquired pursuant to the Arrangement. This may affect the pricing of the ExploreCo in the secondary
market, the transparency and availability of trading prices, the liquidity of the securities and the extent of issuer
regulation. There can be no assurance that an active trading market will develop for the ExploreCo Shares.
Exploration, Development and Production Risks
Oil and natural gas operations involve many risks that even a combination of experience, knowledge and careful
evaluation may not be able to overcome. There is no assurance that expenditures made on exploration by ExploreCo
will result in new discoveries of oil or natural gas in commercial quantities. It is difficult to project the costs of
implementing an exploratory drilling program due to the inherent uncertainties of drilling in unknown formations,
the costs associated with encountering various drilling conditions such as over pressured zones and tools lost in the
hole, and changes in drilling plans and locations as a result of prior exploratory wells or additional seismic data and
interpretations thereof. The long-term commercial success of ExploreCo depends on its ability to find, acquire,
develop and commercially produce oil and natural gas reserves. Without the continual addition of new reserves,
ExploreCo’s existing reserves, and the production from them, will decline over time as ExploreCo produces from
such reserves. A future increase in the ExploreCo’s reserves will depend on both the ability of ExploreCo to explore
and develop its existing properties and on its ability to select and acquire suitable producing properties or prospects.
There is no assurance that ExploreCo will be able to continue to find satisfactory properties to acquire or participate
in. Moreover, management of ExploreCo may determine that current markets, terms of acquisition, participation or
pricing conditions make potential acquisitions or participations uneconomic. There is also no assurance that
ExploreCo will discover or acquire further commercial quantities of oil and natural gas.
Future oil and gas exploration may involve unprofitable efforts, not only from dry wells but from wells that are
productive but do not produce sufficient net revenues to return a profit after drilling, completing, operating and other
costs. Completion of a well does not assure a profit on the investment or recovery of drilling, completion and
operating costs.
Drilling hazards or environmental damage could greatly increase the cost of operations and various field operating
conditions may adversely affect the production from successful wells. These conditions include, but are not limited
to, delays in obtaining governmental approvals or consents, shut-ins of connected wells resulting from extreme
weather conditions, insufficient storage or transportation capacity or other geological and mechanical conditions.
While diligent well supervision and effective maintenance operations can contribute to maximizing production rates
over time, it is not possible to eliminate production delays and declines from normal field operating conditions,
which can negatively affect revenue and cash flow levels to varying degrees.
Oil and natural gas exploration, development and production operations are subject to all the risks and hazards
typically associated with such operations, including, but not limited to, fire, explosion, blowouts, cratering and spills
or other environmental hazards. These typical risks and hazards could result in substantial damage to oil and natural
gas wells, production facilities, other property, the environment and personal injury.
Oil and natural gas production operations are also subject to all the risks typically associated with such operations,
including encountering unexpected formations or pressures, premature decline of reservoirs and the invasion of
water into producing formations. Losses resulting from the occurrence of any of these risks may have a material
adverse effect on ExploreCo’s business, financial condition, results of operations and prospects.
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As is standard industry practice, ExploreCo is not fully insured against all risks, nor are all risks insurable. Although
ExploreCo maintains liability insurance in an amount that it considers consistent with industry practice, liabilities
associated with certain risks could exceed policy limits or not be covered. In either event ExploreCo could incur
significant costs. See “– Insurance” below.
Prices, Markets and Marketing of Crude Oil and Natural Gas
Oil and natural gas are commodities whose prices are determined based on world demand, supply and other factors,
all of which are beyond the control of ExploreCo. World prices for oil and natural gas have fluctuated widely in
recent years. Any material decline in prices will result in a reduction of net production revenue. Oil and natural gas
prices have varied greatly over the last two years and are expected to remain volatile in the near future in response to
a variety of factors beyond ExploreCo’s control, including, but not limited to: (i) global energy supply, production
and policies, including the ability of OPEC to set and maintain production levels in order to influence prices for oil;
(ii) political conditions, instability and hostilities; (iii) global and domestic economic conditions, including currency
fluctuations; (iv) the level of consumer demand, including demand for different qualities and types of crude oil and
liquids and the availability and pricing of alternative fuel sources; (v) the production and storage levels of North
American natural gas and crude oil and the supply and price of imported oil and liquefied natural gas; (vi) weather
conditions; (vii) the proximity of reserves to, and capacity of, transportation facilities and the availability of refining
and fractionation capacity; (viii) the ability, considering regulation and market demand, to export oil and liquefied
natural gas and NGLs from North America; (ix) the effect of world-wide energy conservation and greenhouse gas
reduction measures and the price and availability of alternative fuels; and (x) government regulations. Certain wells
or other projects may become uneconomic as a result of a decline in world oil prices and natural gas prices, leading
to a reduction in the future volume of ExploreCo’s oil and gas production. ExploreCo might also elect not to
produce from certain wells at lower prices. All these factors could result in a material decrease in ExploreCo’s
future net production revenue, causing a reduction in its oil and gas acquisition and development activities. In
addition, bank borrowings available to ExploreCo will be in part determined by the borrowing base of ExploreCo.
A sustained material decline in prices from historical average prices could reduce ExploreCo’s future borrowing
base, therefore reducing the bank credit available to ExploreCo, and could require that a portion of any existing bank
debt of ExploreCo be repaid.
In addition to establishing markets for its oil and natural gas, ExploreCo must also successfully market its oil and
natural gas to prospective buyers. The marketability and price of oil and natural gas which may be acquired or
discovered by ExploreCo will be affected by numerous factors beyond its control. ExploreCo will be affected by the
differential between the price paid by refiners for light quality oil and the grades of oil produced by ExploreCo. The
ability of ExploreCo to market natural gas may depend upon its ability to acquire space on pipelines which deliver
natural gas to commercial markets. ExploreCo will also likely be affected by deliverability uncertainties related to
the proximity of its reserves to pipelines and processing facilities and related to operational problems with such
pipelines and facilities and extensive government regulation relating to price, taxes, royalties, land tenure, allowable
production, the export of oil and natural gas and the management of other aspects of the oil and natural gas business.
ExploreCo has limited direct experience in the marketing of oil and natural gas.
Capital Markets
ExploreCo, along with all other oil and gas entities, may have restricted access to capital, bank debt and equity. The
lending capacity of all financial institutions has diminished and risk premiums have increased. As future capital
expenditures will be financed out of funds generated from operations, non-core property dispositions, borrowings
and possible future equity sales, ExploreCo’s ability to do so is dependent on, among other factors, the overall state
of capital markets and investor appetite for investments in the energy industry and ExploreCo’s securities in
particular.
To the extent that external sources of capital become limited or unavailable or available on onerous terms,
ExploreCo’s ability to make capital investments and maintain existing assets may be impaired, and its assets,
liabilities, business, financial condition and results of operations may be materially and adversely affected as a
result.
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Based on current funds available and expected funds generated from operations, ExploreCo believes it has sufficient
funds available to fund its projected capital expenditures. However, if funds generated from operations are lower
than expected or capital costs for these projects exceed current estimates, or if ExploreCo incurs major unanticipated
expense related to development or maintenance of its existing properties, it may be required to seek additional
capital to maintain its capital expenditures at planned levels. Failure to obtain any financing necessary for
ExploreCo’s capital expenditure plans may result in a delay in development or production on ExploreCo’s
properties.
Regulatory
Various levels of governments impose extensive controls and regulations on oil and natural gas operations
(exploration, production, pricing, marketing and transportation). Governments may regulate or intervene with
respect to exploration and production activities, prices, taxes, royalties and the exportation of oil and natural gas.
Amendments to these controls and regulations may occur from time to time in response to economic or political
conditions. The implementation of new regulations or the modification of existing regulations affecting the oil and
natural gas industry could reduce demand for crude oil and natural gas and increase ExploreCo’s costs, either of
which may have a material adverse effect on ExploreCo’s business, financial condition, results of operations and
prospects.
In addition to regulatory requirements pertaining to the production, marketing and sale of oil and natural gas
mentioned above, ExploreCo’s business and financial condition could be influenced by federal legislation affecting,
in particular, foreign investment, through legislation such as the Competition Act (Canada) and the Investment
Canada Act (Canada).
Insurance
ExploreCo’s involvement in the exploration for and development of oil and gas properties may result in ExploreCo
becoming subject to liability for pollution, blow-outs, property damage, personal injury and other hazards. Although
ExploreCo has obtained insurance in accordance with industry standards to address such risks, such insurance has
limitations on liability that may not be sufficient to cover the full extent of such liabilities. In addition, such risks
may not, in all circumstances be insurable or, in certain circumstances, ExploreCo may elect not to obtain insurance
to deal with specific risks due to the high premiums associated with such insurance or for other reasons. The
payment of such uninsured liabilities would reduce the funds available to ExploreCo. The occurrence of a
significant event that ExploreCo is not fully insured against, or the insolvency of the insurer of such event, could
have a material adverse effect on ExploreCo’s financial position, results of operations or prospects.
Operational Dependence
Other companies operate some of the assets in which ExploreCo has an interest. As a result, ExploreCo will have
limited ability to exercise influence over the operation of those assets or their associated costs, which could
adversely affect ExploreCo’s financial performance. ExploreCo’s return on assets operated by others will therefore
depend upon a number of factors that may be outside of ExploreCo’s control, including the timing and amount of
capital expenditures, the operator’s expertise and financial resources, the approval of other participants, the selection
of technology and risk management practices.
In addition, due to the current low and volatile commodity prices, many companies, including companies that may
operate some of the assets in which ExploreCo has an interest, may be in financial difficulty, which could impact
their ability to fund and pursue capital expenditures, carry out their operations in a safe and effective manner and
satisfy regulatory requirements with respect to abandonment and reclamation obligations. If companies that operate
some of the assets in which ExploreCo has an interest fail to satisfy regulatory requirements with respect to
abandonment and reclamation obligations, Ikkuma may be required to satisfy such obligations and to seek recourse
from such companies. To the extent that any of such companies go bankrupt, become insolvent or make a proposal
or institute any proceedings relating to bankruptcy or insolvency, it could result in such assets being shut-in,
ExploreCo potentially becoming subject to additional liabilities relating to such assets and ExploreCo having
difficulty collecting revenue due from such operators. Any of these factors could materially adversely affect
ExploreCo’s financial and operational results.
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Project Risks
ExploreCo manages a variety of small and large projects in the conduct of its business. Project delays may delay
expected revenues from operations. Significant project cost over-runs could make a project uneconomic.
ExploreCo’s ability to execute projects and market oil and natural gas will depend upon numerous factors beyond
ExploreCo’s control, including:
x
x
x
x
x
x
x
x
x
x
x
x
x

the availability of processing capacity;
the availability and proximity of pipeline capacity;
the availability of storage capacity;
the supply of and demand for oil and natural gas;
the availability of alternative fuel sources;
the effects of inclement weather;
the availability of drilling and related equipment;
unexpected cost increases;
accidental events;
currency fluctuations;
changes in regulations;
the availability and productivity of skilled labour; and
the regulation of the oil and natural gas industry by various levels of government and
governmental agencies.

Because of these factors, ExploreCo could be unable to execute projects on time, on budget or at all, and may not be
able to effectively market the oil and natural gas that it produces.
Gathering and Processing Facilities and Pipeline Systems
ExploreCo delivers its products through gathering, processing and pipeline systems some of which it does not own.
The amount of oil and natural gas that ExploreCo can produce and sell is subject to the accessibility, availability,
proximity and capacity of these gathering, processing and pipeline systems. The lack of availability of capacity in
any of the gathering, processing and pipeline systems, and in particular the processing facilities, could result in
ExploreCo’s inability to realize the full economic potential of its production or in a reduction of the price offered for
ExploreCo’s production. Although pipeline expansions are ongoing, the lack of firm pipeline capacity continues to
affect the oil and natural gas industry and limit the ability to produce and to market oil and natural gas production. In
addition, the pro-rationing of capacity on inter-provincial pipeline systems also continues to affect the ability to
export oil and natural gas. Unexpected shut downs or curtailment of capacity of pipelines for maintenance or
integrity work because of actions taken by regulators could also affect ExploreCo’s production, operations and
financial results. Furthermore, producers are increasingly turning to rail as an alternative means of transportation.
In recent years, the volume of crude oil shipped by rail in North America has increased dramatically. Any significant
change in market factors or other conditions affecting these infrastructure systems and facilities, as well as any
delays in constructing new infrastructure systems and facilities could harm ExploreCo’s business and, in turn,
ExploreCo’s financial condition, results of operations and cash flows.
Following major accidents in Lac-Megantic, Quebec and North Dakota, the Transportation Safety Board of Canada
and the U.S. National Transportation Board have recommended additional regulations for railway tank cars carrying
crude oil. In June 2015, as a result of these recommendations, the Government of Canada passed the Safe and
Accountable Rail Act which increased insurance obligations on the shipment of crude oil by rail and imposed a per
tonne levy of $1.65 on crude oil shipped by rail to compensate victims and for environmental cleanup in the event of
a railway accident. In addition to this legislation, new regulations have implemented the TC-117 standard for all rail
tank cars carrying flammable liquids which formalized the commitment to retrofit, and eventually phase out DOT111 tank cars carrying crude oil. The increased regulation of rail transportation may reduce the ability of railway
lines to alleviate pipeline capacity issues and add additional costs to the transportation of crude oil by rail. On July
13, 2016, the Minister of Transport (Canada) issued Protective Direction No. 38, which directed that the shipping of
crude oil on D07- 111 tank cars end by November 1, 2016. Tank cars entering Canada from the United States will be
monitored to ensure that they are compliant with Protective Direction No. 38.
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A portion of ExploreCo’s production may, from time to time, be processed through facilities owned by third parties
and over which ExploreCo does not have control. From time to time these facilities may discontinue or decrease
operations either as a result of normal servicing requirements or as a result of unexpected events. A discontinuation
or decrease of operations could materially adversely affect ExploreCo’s ability to process its production and to
deliver the same for sale.
Substantial Capital Requirements; Liquidity
ExploreCo anticipates that it will make substantial capital expenditures for the acquisition, exploration development
and production of oil and natural gas reserves in the future. If ExploreCo’s future revenues or reserves decline,
ExploreCo may have limited ability to expend the capital necessary to undertake or complete future drilling
programs. There can be no assurance that debt or equity financing, or cash generated by operations will be available
or sufficient to meet these requirements or for other corporate purposes or, if debt or equity financing is available,
that it will be on terms acceptable to ExploreCo. Moreover, future activities may require ExploreCo to alter its
capitalization significantly. The inability of ExploreCo to access sufficient capital for its operations could have a
material adverse effect on ExploreCo’s financial condition, results of operations or prospects.
Working Capital
The estimated available working capital and bank credit of ExploreCo upon completion of the Arrangement is
inherently difficult to calculate and is dependent upon assumptions such as the completion of the Arrangement,
future results of and expenditures by Ikkuma to the date of calculation, the costs of the Arrangement and other
factors. The actual available working capital of ExploreCo upon the completion of the Arrangement may be
materially different than the current estimates and such a difference could have a material adverse effect on the
financial position of ExploreCo and its ability to fund its exploration, development and production activities relating
to the ExploreCo Assets. See “Available Funds and Principal Purposes” in this Appendix.
Competition
The oil and gas industry is highly competitive. ExploreCo actively competes for reserve acquisitions, exploration
leases, licences and concessions and skilled industry personnel with a substantial number of other oil and gas
entities, many of which have significantly greater financial resources, staff and facilities than ExploreCo.
ExploreCo’s competitors include integrated oil and natural gas companies and numerous other independent oil and
natural gas companies and individual producers and operators. Certain of ExploreCo’s customers and potential
customers may themselves explore for oil and natural gas and the results of such exploration efforts could affect
ExploreCo’s ability to sell or supply oil or gas to these customers in the future. ExploreCo’s ability to successfully
bid on and acquire additional property rights, to discover reserves to participate in drilling opportunities and to
identify and enter into commercial arrangements with customers will be dependent upon developing and
maintaining close working relationships with its future industry partners and joint operators and its ability to select
and evaluate suitable properties and to consummate transactions in a highly competitive environment. Competitive
factors in the distribution and marketing of oil and natural gas include price and methods and reliability of delivery
and storage. Competition may also be presented by alternate fuel sources.
Cost of New Technologies
The oil industry is characterized by rapid and significant technological advancements and introductions of new
products and services utilizing new technologies. Other oil and gas companies may have greater financial, technical
and personnel resources that allow them to enjoy technological advantages and may in the future allow them to
implement new technologies before ExploreCo. There can be no assurance that ExploreCo will be able to respond to
such competitive pressures and implement such technologies on a timely basis or at an acceptable cost. One or more
of the technologies currently utilized by ExploreCo or implemented in the future may become obsolete. In such case,
ExploreCo’s business, financial condition and results of operations could be materially adversely affected. If
ExploreCo is unable to utilize the most advanced commercially available technology, its business, financial
condition and results of operations could be materially adversely affected.
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Failure to Realize Anticipated Benefits of Acquisitions and Dispositions
As part of its ongoing strategy, ExploreCo may complete acquisitions of assets or other entities in the future.
Achieving the benefits of completed and future acquisitions depends in part on successfully consolidating functions
and integrating operations, procedures and personnel in a timely and efficient manner, as well as ExploreCo’s ability
to realize the anticipated growth opportunities and synergies from combining the acquired businesses and operations
with those of ExploreCo. The integration of acquired businesses and entities requires the dedication of substantial
management effort, time and resources which may divert management’s focus and resources from other strategic
opportunities and from operational matters during this process. The integration process may result in the loss of key
employees and the disruption of ongoing business, customer and employee relationships that may adversely affect
ExploreCo’s ability to achieve the anticipated benefits of any acquisitions. In addition, non-core assets may be
periodically disposed of so ExploreCo can focus its efforts and resources more efficiently. Depending on the state of
the market for such non-core assets, certain non-core assets of ExploreCo, if disposed of, may realize less than their
carrying value on the financial statements of ExploreCo.
Variations in Foreign Exchange Rates and Interest Rates
World oil and gas prices are quoted in United States dollars and the price received by Canadian producers is
therefore affected by the Canadian/U.S. dollar exchange rate, which will fluctuate over time. In recent years, the
Canadian dollar has seen a material decrease in value against the United States dollar. Any material increases in the
value of the Canadian dollar may negatively impact ExploreCo’s operating entities production revenues. Any
increase in the future Canadian/United States exchange rates could accordingly impact the future value of
ExploreCo’s reserves as determined by independent evaluators.
To the extent that ExploreCo engages in risk management activities related to foreign exchange rates, there is a
credit risk associated with counterparties with which ExploreCo may contract.
An increase in interest rates could result in a significant increase in the amount ExploreCo pays to service debt,
which could negatively impact the market price of the ExploreCo Shares.
Title
Title to oil and natural gas interests is often not capable of conclusive determination without incurring substantial
expense. In accordance with industry practice, ExploreCo will conduct such title reviews in connection with its
principal properties as it believes are commensurate with the value of such properties. However, no absolute
assurances can be given that title defects do not exist. If title defects do exist, it is possible that ExploreCo may lose
all or a portion of its right title and interest in and to the properties to which the title defects relate.
Environmental Risks
All phases of the oil and natural gas business present environmental risks and hazards and are subject to
environmental regulation pursuant to a variety of international conventions and federal, provincial and municipal
laws and regulations. Environmental legislation provides for, among other things, restrictions and prohibitions on
spills, releases or emissions of various substances produced in association with oil and gas operations. The
legislation also requires that wells and facility sites be operated, maintained, abandoned and reclaimed to the
satisfaction of applicable regulatory authorities. Compliance with such legislation can require significant
expenditures and a breach may result in the imposition of fines and penalties, some of which may be material.
Environmental legislation is evolving in a manner expected to result in stricter standards and enforcement, larger
fines and liability and potentially increased capital expenditures and operating costs. The discharge of oil, natural
gas or other pollutants into the air, soil or water may give rise to liabilities to foreign governments and third parties
and may require ExploreCo to incur costs to remedy such discharge. No assurance can be given that the application
of environmental laws to the business and operations of ExploreCo will not result in a curtailment of production or a
material increase in the costs of production, development or exploration activities or otherwise adversely affect
ExploreCo’s financial condition, results of operations or prospects.
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Climate Change Regulation
Climate change policy is evolving at regional, national and international levels, and political and economic events
may significantly affect the scope and timing of climate change measures that are ultimately put in place. Current
greenhouse gas (“GHG”) emissions legislation has not resulted in material compliance costs, however, it is not
possible at this time to predict whether proposed legislation or regulations will be adopted, and any such future laws
and regulations could result in additional compliance costs or additional operating restrictions.
Adverse impacts to ExploreCo’s business as a result of comprehensive GHG legislation or regulation applied to
ExploreCo’s business in Alberta or any jurisdiction in which ExploreCo operates, may include, but are not limited
to: (i) increased compliance costs; (ii) permitting delays; (iii) substantial costs to generate or purchase emission
credits or allowances adding costs to the products ExploreCo produces; and (iv) reduced demand for crude oil and
certain refined products. Emission allowances or offset credits may not be available for acquisition or may not be
available on an economic basis. Required emission reductions may not be technically or economically feasible to
implement, in whole or in part, and failure to meet such emission reduction requirements or other compliance
mechanisms may have a material adverse effect on ExploreCo’s business resulting in, among other things, fines,
permitting delays, penalties and the suspensions of operations.
ExploreCo’s analysis suggests that it will remain financially resilient over the long-term under a range of climate
policy scenarios. However, beyond existing legal requirements, the extent and magnitude of any adverse impacts of
any additional programs or additional regulations cannot be reliably or accurately estimated at this time because
specific legislative and regulatory requirements have not been finalized and uncertainty exists with respect to the
additional measures being considered and the time frames for compliance. Consequently, no assurances can be
given that the effect of future climate change regulations will not be significant to ExploreCo.
Climate Change
Climate change policy is evolving at regional, national and international levels, and political and economic events
may significantly affect the scope and timing of climate change measures that are ultimately put in place. The
federal and certain provincial governments have implemented legislation aimed at incentivizing the use of
alternatives fuels and in turn reducing carbon emissions. The taxes placed on carbon emissions may have the effect
of decreasing the demand for oil and natural gas products and at the same time, increasing ExploreCo’s operating
expenses, each of which may have a material adverse effect on ExploreCo’s profitability and financial condition.
Further, the imposition of carbon taxes puts us at a disadvantage with ExploreCo’s counterparts who operate in
jurisdictions where there are less costly carbon regulations.
Adverse impacts to ExploreCo’s business as a result of comprehensive carbon emission legislation or regulation
applied to ExploreCo’s business in Alberta or any jurisdiction in which ExploreCo operates, may include, but are
not limited to: (i) increased compliance costs; (ii) permitting delays; (iii) substantial costs to generate or purchase
emission credits or allowances adding costs to the products ExploreCo produces; and (iv) reduced demand for crude
oil and certain refined products. Emission allowances or offset credits may not be available for acquisition or may
not be available on an economic basis. Required emission reductions may not be technically or economically
feasible to implement, in whole or in part, and failure to meet such emission reduction requirements or other
compliance mechanisms may have a material adverse effect on ExploreCo’s business resulting in, among other
things, fines, permitting delays, penalties and the suspensions of operations.
Reserve Estimates
There are numerous uncertainties inherent in estimating quantities of oil, natural gas and NGL reserves and cash
flows to be derived therefrom, including many factors beyond ExploreCo’s control. The information concerning
reserves and associated cash flow set forth in this Appendix represents estimates only. In general, estimates of
economically recoverable oil and natural gas reserves and the future net cash flows therefrom are based upon a
number of variable factors and assumptions, such as historical production from the properties, production rates,
ultimate reserve recovery, timing and amount of capital expenditures, marketability of oil and natural gas, royalty
rates, the assumed effects of regulation by governmental agencies and future operating costs, all of which may vary
from actual results. For those reasons, estimates of the economically recoverable oil and natural gas reserves
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attributable to any particular group of properties, classification of such reserves based on risk of recovery and
estimates of future net revenues expected therefrom prepared by different engineers, or by the same engineers at
different times, may vary. ExploreCo’s actual production, revenues, taxes and development and operating
expenditures with respect to its reserves will vary from estimates thereof and such variations could be material.
Further, the evaluations are based, in part, on the assumed success of the exploitation activities intended to be
undertaken in future years. The reserves and estimated cash flows to be derived therefrom contained in such
evaluations will be reduced to the extent that such exploitation activities do not achieve the level of success assumed
in the evaluation.
In accordance with applicable securities laws, Deloitte has used forecast price and cost estimates in calculating
reserve quantities. Actual future net cash flows will be affected by other factors such as actual production levels,
supply and demand for oil and natural gas, curtailments or increases in consumption by oil and natural gas
purchasers, changes in governmental regulation or taxation and the impact of inflation on costs. Actual production
and cash flows derived therefrom will vary from the estimates contained in the Reserves Report, and such variations
could be material. The Reserves Report is based in part on the assumed success of activities ExploreCo intends to
undertake in future years. The reserves and estimated cash flows to be derived therefrom contained in the Reserves
Report will be reduced to the extent that such activities do not achieve the level of success assumed in the Reserves
Report.
The Reserves Report is effective as of a specific effective date and has not been updated and thus does not reflect
changes in ExploreCo’s reserves since that date.
Reserve Replacement
ExploreCo’s future oil and natural gas reserves, production, and cash flows to be derived therefrom are highly
dependent on ExploreCo successfully acquiring or discovering new reserves. Without the continual addition of new
reserves, any existing reserves ExploreCo may have at any particular time and the production therefrom will decline
over time as such existing reserves are exploited. A future increase in ExploreCo’s reserves will depend not only on
ExploreCo’s ability to develop any properties it may have from time to time, but also on its ability to select and
acquire suitable producing properties or prospects. There can be no assurance that ExploreCo’s future exploration
and development efforts will result in the discovery and development of additional commercial accumulations of oil
and natural gas.
Reliance on Key Personnel
ExploreCo’s future success depends in large measure on its ability to recruit and retain certain key personnel. The
exploration for, and the development and production of, oil and natural gas with respect to the ExploreCo Assets
requires experienced executive and management personnel and operational employees and contractors with
expertise in a wide range of areas, including particular expertise in the foothills. There can be no assurance that all
of the required executive and management personnel and operational employees and contractors with the necessary
expertise will be available. Further, the loss of any key personnel may have a material adverse effect on ExploreCo’s
business, financial condition, results of operations and prospects. ExploreCo currently does not have any “key man”
insurance in place.
Any inability on the part of ExploreCo to attract and retain qualified personnel may delay or interrupt the
exploration for, and development and production of, oil and natural gas with respect to ExploreCo’s assets.
Sustained delays or interruptions could have a material adverse effect on the financial condition and performance of
ExploreCo. In addition, rising personnel costs would adversely impact the costs associated with the exploration for,
and development and production of, oil and natural gas in respect of ExploreCo’s assets, which could be significant
and material.
Political Uncertainty
In the last several years, the United States and certain European countries have experienced significant political
events that have cast uncertainty on global financial and economic markets. During the 2016 presidential campaign
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in the United States a number of election promises were made and the new American administration has begun
taking steps to implement certain of these promises. The administration has announced withdrawal of the United
States from the Trans-Pacific Partnership and Congress has passed sweeping tax reform, which among other things,
significantly reduces corporate tax rates in the United States, potentially affecting the competitiveness of other
jurisdictions, including Canada. The new administration in the United States has also taken action with respect to
reduction of regulation which may also affect relative competitiveness of other jurisdictions.
In addition, on September 30, 2018 the United States, Mexico and Canada announced the completion of negotiations
concerning the North American Free Trade Agreement, signalling their intention to adopt a new United StatesMexico-Canada Agreement (“USMCA”). The proposed USMCA remains subject to further legal review and the
domestic ratification procedures of each of the United States, Mexico and Canada. As the final terms and ratification
of the USMCA remain uncertain, it is unclear how this agreement may affect Canada and in particular the oil and
gas industry.
It is unclear exactly what other actions the new administration in the United States will implement, and if
implemented, how these actions may affect Canada and in particular the oil and gas industry. Any actions taken by
the United States administration, including policies intended to reduce regulation and taxation in the United States or
restrict immigration and access into the United States for citizens of certain countries, may have a negative effect on
the Canadian economy and on the businesses, financial conditions, results of operations and the valuation of
Canadian oil and natural gas companies, including ExploreCo.
In addition to the foregoing, the citizens of the United Kingdom voted to withdraw from the European Union and the
Government of the United Kingdom has started taking steps to implement such withdrawal. Some European
countries have also experienced the rise of antiestablishment political parties and public protests held against opendoor immigration policies, trade and globalization. To the extent that certain political actions taken in North
America, Europe and elsewhere in the world result in a marked decrease in free trade, access to personnel and
freedom of movement it could have an adverse effect on ExploreCo’s ability to market its products internationally,
increase costs for goods and services required for third party lessees’ operations, reduce their access to skilled labour
and as a result, negatively impact ExploreCo’s business, operations, financial conditions and the market value of the
ExploreCo Shares.
Geo-Political Risks
The marketability and price of oil and natural gas that may be acquired or discovered by ExploreCo is and will
continue to be affected by political events throughout the world that cause disruptions in the supply of oil. Conflicts,
or conversely peaceful developments, arising in the Middle East, and other areas of the world, have a significant
impact on the price of oil and natural gas. Any particular event could result in a material decline in prices and
therefore result in a reduction of ExploreCo’s net production revenue.
In addition, ExploreCo’s expected oil and natural gas properties, wells and facilities could be subject to a terrorist
attack. As the oil and gas industry in Canada is a key supplier of energy to the United States, certain terrorist groups
may target Canadian oil and gas properties, wells and facilities in an effort to choke the United States economy. If
any of ExploreCo’s properties, wells or facilities are the subject of terrorist attack it could have a material adverse
effect on ExploreCo. ExploreCo does not have insurance to protect against the risk from terrorism.
Management of Growth
ExploreCo may be subject to growth-related risks including capacity constraints and pressure on its internal systems
and controls. The ability of ExploreCo to manage growth effectively will require it to continue to implement and
improve its operations and financial systems and to expand, train and manage its employee base. The inability of
ExploreCo to deal with this growth could have a material adverse impact on its business, operations and prospects.
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Expiration of Licences and Leases
ExploreCo’s properties will be held in the form of licences and leases and working interests in licences and leases. If
ExploreCo or the holder of the licence or lease fails to meet the specific requirement of a licence or lease, the licence
or lease may terminate or expire. There can be no assurance that any of the obligations required to maintain each
licence or lease will be met. The termination or expiration of ExploreCo’s licences or leases or the working interests
relating to a licence or lease may have a material adverse effect on results of operations and business.
Permits and Licenses
The operations of ExploreCo may require licenses and permits from various governmental authorities. There can be
no assurance that ExploreCo will be able to obtain all necessary licenses and permits that may be required to carry
out exploration and development at its projects. Further, if ExploreCo or the holder of the licence or lease fails to
meet the specific requirement of a licence or lease, the licence or lease may terminate or expire. There can be no
assurance that any of the obligations required to maintain each licence or lease will be met. The termination or
expiration of ExploreCo’s licenses or leases or the working interests relating to a licence or lease may have a
material adverse effect on ExploreCo’s business, financial condition, results of operations and prospects.
Liability Management
Alberta has developed liability management programs designed to prevent taxpayers from incurring costs associated
with suspension, abandonment, remediation and reclamation of wells, facilities and pipelines in the event that a
licensee or permit holder becomes defunct. These programs generally involve an assessment of the ratio of a
licensee’s deemed assets to deemed liabilities. If a licensee’s deemed liabilities exceed its deemed assets, a security
deposit is required. Changes to the ratio of ExploreCo’s deemed assets to deemed liabilities or changes to the
requirements of liability management programs may result in significant increases to the security that must be
posted. In addition, the liability management system may prevent or interfere with ExploreCo’s ability to acquire or
dispose of assets as both the vendor and the purchaser of oil and gas assets must be in compliance with the liability
management programs (both before and after the transfer of the assets) for the applicable regulatory agency to allow
for the transfer of such assets.
Additional Funding Requirements
ExploreCo’s cash flow from its reserves may not be sufficient to fund its ongoing activities at all times. From time
to time, ExploreCo may require additional financing in order to carry out its oil and gas acquisition, exploration and
development activities. Failure to obtain such financing on a timely basis could cause ExploreCo to forfeit its
interest in certain properties, miss certain acquisition opportunities and reduce or terminate its operations. If
ExploreCo’s revenues from its reserves decrease as a result of lower oil and natural gas prices or otherwise, it will
affect ExploreCo’s ability to expend the necessary capital to replace its reserves or to maintain its production. If
ExploreCo’s cash flow from operations is not sufficient to satisfy its capital expenditure requirements, there can be
no assurance that additional debt or equity financing will be available to meet these requirements or be available on
favourable terms. Any equity financing may result in a change of control of ExploreCo or holders of ExploreCo
Shares suffering further dilution. Continued uncertainty in domestic and international credit markets could
materially affect ExploreCo’s ability to access sufficient capital for its capital expenditures and acquisitions, and as a
result, may have a material adverse effect on ExploreCo’s ability to execute its business strategy and on its business,
financial condition, results of operations and prospects.
Issuance of Debt
From time to time ExploreCo may enter into transactions to acquire assets or the shares of other corporations. These
transactions may be financed partially or wholly with debt, which may increase ExploreCo’s debt levels above
industry standards. Neither ExploreCo’s articles nor its bylaws limit the amount of indebtedness that ExploreCo
may incur. The level of ExploreCo’s indebtedness from time to time could impair ExploreCo’s ability to obtain
additional financing in the future on a timely basis to take advantage of business opportunities that may arise.
ExploreCo’s ability to meet its debt service obligations will depend on ExploreCo’s future operations which are
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subject to prevailing industry conditions and other factors, many of which are beyond the control of ExploreCo.
Certain of the indebtedness of ExploreCo may bear interest at rates which fluctuate with prevailing interest rates,
increases in such rates would increase ExploreCo interest payment obligations and could have a material adverse
effect on ExploreCo’s financial condition and results of operations. Further, ExploreCo’s indebtedness may be
secured by substantially all of ExploreCo’s assets. In the event of a violation by ExploreCo of any of its loan
covenants or any other default by ExploreCo on its obligations relating to its indebtedness, the lender could declare
such indebtedness to be immediately due and payable and, in certain cases, foreclose on ExploreCo’s assets.
Hedging
From time to time ExploreCo may enter into agreements to receive fixed prices on its oil and natural gas production
to offset risk of revenue losses if commodity prices decline; however, if commodity prices increase beyond the
levels set in such agreements, ExploreCo will not benefit from such increases. Similarly, from time to time
ExploreCo may enter into agreements to fix the exchange rate of Canadian to United States dollars in order to offset
the risk of revenue losses if the Canadian dollar increases in value compared to the United States dollar, however, if
the Canadian dollar declines in value compared to the United States dollar, ExploreCo will not benefit from its
fluctuating exchange rate. In addition, from time to time, ExploreCo may enter into agreements to fix the interest
rate on its debt to offset the risk of higher interest expenses during a period of rising borrowing costs, however, if
borrowing costs decline, ExploreCo will not be able to benefit from such declines.
Availability of Drilling Equipment and Access Restrictions
Oil and natural gas exploration and development activities are dependent on the availability of drilling and related
equipment in the particular areas where such activities will be conducted. Demand for such limited equipment or
access restrictions may affect the availability of such equipment to ExploreCo and may delay exploration and
development activities.
Aboriginal Claims
Aboriginal peoples have claimed aboriginal title and rights to portions of western Canada. ExploreCo is not aware
that any claims have been made in respect of its property and assets; however, if a claim arose and was successful
this could have an adverse effect on ExploreCo and its operations.
Global Financial Crisis
Market events and conditions, including disruptions in the international credit markets and other financial systems,
and the deterioration of global economic conditions caused significant volatility to commodity prices over the last
few years. These conditions have resulted in a loss of confidence in the broader U.S. and global credit and financial
markets, resulting in the collapse of, and government intervention in, major banks, financial institutions and insurers
and creating a climate of greater volatility, less liquidity, widening of credit spreads, a lack of price transparency,
increased credit losses and tighter credit conditions. Notwithstanding various actions by governments, concerns
about the general condition of the capital markets, financial instruments, banks, investment banks, insurers and other
financial institutions caused the broader credit markets to further deteriorate and stock markets to decline
substantially. These factors have negatively impacted company valuations and may continue to impact the
performance of the global economy going forward.
If the economic climate in the U.S. or the world generally deteriorates further, demand for petroleum products could
diminish further and prices for oil and natural gas could decrease further, which could adversely impact ExploreCo’s
results of operations, liquidity and financial condition.
Seasonality
The level of activity in the Canadian oil and gas industry is influenced by seasonal weather patterns. Wet weather
and spring thaw may make the ground unstable. Consequently, municipalities and provincial transportation
departments enforce road bans that restrict the movement of rigs and other heavy equipment, thereby reducing
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activity levels. Also, certain oil and gas producing areas are located in areas that are inaccessible other than during
the winter months because the ground surrounding the sites in these areas consists of swampy terrain. There can be
no assurance that these seasonal factors will not adversely affect the timing and scope of ExploreCo’s exploration
and development activities, which could in turn have a material adverse impact on ExploreCo’s business, operations
and prospects.
Third Party Credit Risk
ExploreCo is, or may be exposed to, third party credit risk through its contractual arrangements with its current or
future joint venture partners, marketers of its petroleum and natural gas production and other parties. In the event
such entities fail to meet their contractual obligations to ExploreCo, such failures could have a material adverse
effect on ExploreCo and its cash flow from operations. In addition, poor credit conditions in the industry and of
joint venture partners may impact a joint venture partner’s willingness to participate in ExploreCo’s ongoing capital
program, potentially delaying the program and the results of such program until ExploreCo finds a suitable
alternative partner.
Alternatives to and Changing Demand for Petroleum Products
Fuel conservation measures, alternative fuel requirements, increasing consumer demand for alternatives to oil and
natural gas, and technological advances in fuel economy and energy generation devices could reduce the demand for
crude oil and other liquid hydrocarbons. ExploreCo cannot predict the impact of changing demand for oil and
natural gas products, and any major changes may have a material adverse effect on ExploreCo’s business, financial
condition, results of operations and cash flows.
Hydraulic Fracturing
Concern has been expressed over the potential environmental impact of hydraulic fracturing operations, including
water aquifer contamination and other qualitative and quantitative effects on water resources as large quantities of
water are used and injected fluids either remain underground or flow back to the surface to be collected, treated and
disposed of. Regulatory authorities in certain jurisdictions have announced initiatives in response to such concerns.
Federal, provincial and local legislative and regulatory initiatives relating to hydraulic fracturing, as well as
governmental reviews of such activities could result in increased costs, additional operating restrictions or delays,
and adversely affect ExploreCo’s production. Public perception of environmental risks associated with hydraulic
fracturing can further increase pressure to adopt new laws, regulation or permitting requirements or lead to
regulatory delays, legal proceedings and/or reputational impacts. Any new laws, regulations or permitting
requirements regarding hydraulic fracturing could lead to operational delay, increased operating costs, and thirdparty or governmental claims. They could also increase ExploreCo’s costs of compliance and doing business as well
as delay the development of hydrocarbon (natural gas and oil) resources, which may not be commercial without the
use of hydraulic fracturing. Restrictions on hydraulic fracturing could also reduce the amount of oil and natural gas
that ExploreCo is ultimately able to produce from its reserves.
In the event federal, provincial, local, or municipal legal restrictions are adopted in areas where ExploreCo is
currently conducting, or in the future plan to conduct operations, ExploreCo may incur additional costs to comply
with such requirements that may be significant in nature, experience delays or curtailment in the pursuit of
exploration, development, or production activities, and perhaps even be precluded from the drilling of wells. In
addition, if hydraulic fracturing becomes more regulated, ExploreCo’s fracturing activities could become subject to
additional permitting requirements and result in permitting delays as well as potential increases in costs. Restrictions
on hydraulic fracturing could also reduce the amount of oil and natural gas that ExploreCo is ultimately able to
produce from its reserves.
Tax Horizon
It is expected, based upon current legislation, the projections contained in the Reserves Report and various other
assumptions that no cash income taxes are to be paid by ExploreCo in the near future. A lower level of capital
expenditures than those contained in the Reserves Report or should the assumptions used by ExploreCo prove to be
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inaccurate, ExploreCo may be required to pay cash income taxes sooner than anticipated, which will reduce cash
flow available to ExploreCo.
Risks Relating to the Management of ExploreCo
Reliance on Personnel
ExploreCo’s future success will depend in large measure on certain key personnel. The exploration for, and the
development and production of, oil and natural gas with respect to the ExploreCo Assets will require experienced
executive and management personnel with expertise in a wide range of areas. There can be no assurance that all of
the required executive and management personnel with the necessary expertise will be available. Further, the loss of
any key executive and management personnel may have a material adverse effect on ExploreCo’s business, financial
condition, results of operations and prospects. ExploreCo does not anticipate implementing any “key man”
insurance.
In addition, the competition for qualified executive and management personnel in the oil and natural gas industry is
intense and there can be no assurance that ExploreCo will be able to attract and retain all personnel necessary for the
development and operation of the business of ExploreCo. Competition for qualified executive and management
personnel may also result in increases to compensation paid for such personnel.
Any inability on the part of ExploreCo to attract and retain the required executive and management personnel with
the necessary expertise may delay or interrupt the exploration for, and development and production of, oil and
natural gas with respect to the ExploreCo Assets. Sustained delays or interruptions could have a material adverse
effect on the financial condition and performance of ExploreCo. In addition, rising personnel costs would adversely
impact the costs associated with the exploration for, and development and production of, oil and natural gas in
respect of the ExploreCo Assets, which could be significant and material.
Potential Conflicts of Interest
There may be circumstances in which the interests of ExploreCo and its affiliates will conflict with those of
shareholders. ExploreCo and its affiliates may acquire oil and natural gas properties on their own behalf or on behalf
of persons other than the shareholders. Neither ExploreCo, nor its management, will carry on their full-time activity
on behalf of shareholders and, when acting on their own behalf or on behalf of others, may at times act in
competition with the interests of shareholders.
In the event of such conflicts, decisions will be made on a basis consistent with the provisions of any relevant
contractual arrangements and objectives and financial resources of each group of interested parties. ExploreCo will
use all reasonable efforts to resolve such conflicts of interest in a manner which will treat ExploreCo, and the other
interested party, fairly taking into account all of the circumstances of ExploreCo and such interested party and to act
honestly and in good faith in resolving such matters.
Circumstances may arise where members of the ExploreCo Board are directors or officers of corporations which are
in competition to the interests of ExploreCo. No assurances can be given that opportunities identified by such board
members will be provided to ExploreCo.
Certain directors of ExploreCo are also directors of other oil and gas companies and as such may, in certain
circumstances, have a conflict of interest requiring them to abstain from certain decisions. Conflicts, if any, will be
subject to the procedures and remedies of the ABCA. See “Directors and Officers – Conflicts of Interest” in this
Appendix.
Internal Controls
Effective internal controls are necessary for ExploreCo to provide reliable financial reports and to help prevent
fraud. Although ExploreCo will undertake a number of procedures in order to help ensure the reliability of its
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financial reports, including those imposed on it under Canadian securities laws, ExploreCo cannot be certain that
such measures will ensure that ExploreCo will maintain adequate control over financial processes and reporting.
Failure to implement required new or improved controls, or difficulties encountered in their implementation, could
harm ExploreCo’s results of operations or cause it to fail to meet its reporting obligations. If ExploreCo or its
independent auditors discover a material weakness, the disclosure of that fact, even if quickly remedied, could
reduce the market’s confidence in ExploreCo financial statements and harm the trading price of the ExploreCo
Shares.
Dividends
To date, ExploreCo has not paid any dividends on the ExploreCo Shares and does not anticipate the payment of any
dividends on the ExploreCo Shares for the foreseeable future, though it is a possibility that ExploreCo may pay
dividends in the future if it has started generating sufficient positive cash flow. Any future determination to pay
dividends will be at the discretion of the ExploreCo Board and will depend on the financial condition, business
environment, operating results, capital requirements, any contractual restrictions on the payment of dividends and
any other factors that the ExploreCo Board deems relevant.
Litigation
In the normal course of ExploreCo’s operations, it may become involved in, named as a party to, or be the subject
of, various legal proceedings, including regulatory proceedings, tax proceedings and legal actions, related to
personal injuries, property damage, property tax, land rights, the environment and contract disputes. The outcome of
outstanding, pending or future proceedings cannot be predicted with certainty and may be determined adversely to
ExploreCo and as a result, could have a material adverse effect on ExploreCo’s assets, liabilities, business, financial
condition and results of operations
Breach of Confidentiality
While discussing potential business relationships or other transactions with third parties, ExploreCo may disclose
confidential information relating to the business, operations or affairs of ExploreCo. Although confidentiality
agreements are signed by third parties prior to the disclosure of any confidential information, a breach could put
ExploreCo at competitive risk and may cause significant damage to its business. The harm to ExploreCo’s business
from a breach of confidentiality cannot presently be quantified, but may be material and may not be compensable in
damages. There is no assurance that, in the event of a breach of confidentiality, ExploreCo will be able to obtain
equitable remedies, such as injunctive relief, from a court of competent jurisdiction in a timely manner, if at all, in
order to prevent or mitigate any damage to its business that such a breach of confidentiality may cause.
Information Technology Systems and Cyber-Security
ExploreCo relies heavily on information technology, such as computer hardware and software systems, in order to
properly operate its business. In the event ExploreCo is unable to regularly deploy software and hardware,
effectively upgrade systems and network infrastructure, and take other steps to maintain or improve the efficiency
and efficacy of systems, the operation of such systems could be interrupted or result in the loss, corruption, or
release of data, compromise confidential customer or employee information, result in the disruption of business,
theft or extortion of funds, regulatory infractions, loss of competitive advantage and reputational damage. In
addition, information systems could be damaged or interrupted by natural disasters, force majeure events,
telecommunications failures, power loss, acts of war or terrorism, computer viruses, malicious code, physical or
electronic security breaches, intentional or inadvertent user misuse or error, or similar events or disruptions. Any of
these or other events could cause interruptions, delays, loss of critical and/or sensitive data or similar effects, which
could have a material adverse impact on the protection of intellectual property, and confidential and proprietary
information, and on ExploreCo’s business, financial condition, results of operations and cash flows.
In the ordinary course of business, ExploreCo collects, uses and stores sensitive data, including intellectual property,
proprietary business information and personal information of ExploreCo’s employees and third parties. Despite
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ExploreCo’s security measures, its information systems, technology and infrastructure may be vulnerable to attacks
by hackers and/or cyberterrorists or breaches due to employee error, malfeasance or other disruptions. Any such
breach could compromise information used or stored on ExploreCo’s systems and/or networks and, as a result, the
information could be accessed, publicly disclosed, lost or stolen.
To date ExploreCo has not experienced any material losses relating to cyber-attacks or other information security
breaches. However, there can be no assurance that ExploreCo will not incur such losses in the future. Any such
access, disclosure or other loss of information could result in legal claims or proceedings, liability under laws that
protect the privacy of personal information, regulatory penalties or other negative consequences, including
disruption to ExploreCo’s operations and damage to its reputation, which could have a material adverse effect on
ExploreCo’s business, financial condition, results of operations and cash flows. Although ExploreCo maintains a
risk management program, which includes an insurance component that may provide coverage for the operational
impacts from an attack to, or breach of, ExploreCo’s information technology and infrastructure, including process
control systems, ExploreCo does not maintain stand-alone cyber insurance. Furthermore, not all cyber risks are
insurable. As a result, ExploreCo’s existing insurance may not provide adequate coverage for losses stemming from
a cyber-attack to, or breach of, its information technology and infrastructure.
Although to date ExploreCo has not experienced any material losses relating to cyber-attacks or other information
security breaches, there can be no assurance that ExploreCo will not incur such losses in the future
Reputation Risk
ExploreCo relies on its reputation to build and maintain positive relationships with stakeholders, to recruit and retain
staff, and to be a credible trusted company. Any actions that ExploreCo takes that causes a negative public opinion
has the potential to negatively impact ExploreCo’s reputation which may adversely impact its share price,
development plans or its ability to continue operations. Although ExploreCo maintains a risk management program,
which includes an insurance component that may provide coverage for the operational impacts from an attack to, or
breach of, ExploreCo’s information technology and infrastructure, including process control systems, ExploreCo
does not maintain stand-alone cyber insurance. Furthermore, not all cyber risks are insurable. As a result,
ExploreCo’s existing insurance may not provide adequate coverage for losses stemming from a cyber-attack to, or
breach of, its information technology and infrastructure.
Forward-Looking Statements and Information May Prove Inaccurate
Shareholders and prospective investors are cautioned not to place undue reliance on the ExploreCo’s forwardlooking statements and information. By its nature, forward-looking statements and information involve numerous
assumptions, known and unknown risk and uncertainties, of both a general and specific nature, that could cause
actual results to differ materially from those suggested by the forward-looking information or contribute to the
possibility that predictions, forecasts or projections will prove to be materially inaccurate. Additional information on
the risks, assumptions and uncertainties related to forward-looking statements and information are found under the
heading “Forward-Looking Information and Statements” in this Appendix.
Risks Relating to an Investment in the ExploreCo Shares
Discretion in Use of Funds
ExploreCo currently intends to use available funds as described under the heading “Available Funds and Principal
Purposes” in this Appendix. While ExploreCo currently intends to use the funds as described herein, there may be
circumstances that are not known at this time where a reallocation of available funds may be advisable for business
reasons that management believes are in ExploreCo’s best interests. As a result, there is no assurance ExploreCo
will use the available funds as stated. Management will have discretion in the actual application of available funds
and the failure by management to apply these funds effectively could have a material adverse effect on the business
of ExploreCo.
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Dilution
ExploreCo may make future acquisitions or enter into financings or other transactions involving the issuance of
securities of ExploreCo which may be dilutive. ExploreCo Shares, including rights, warrants, special warrants,
subscription receipts and other securities to purchase, to convert into or to exchange into ExploreCo Shares, may be
created, issued, sold and delivered on such terms and conditions and at such times as the ExploreCo Board may
determine. The issuance of these ExploreCo Shares would result in dilution to holders of ExploreCo Shares.
LEGAL PROCEEDINGS
There are no legal proceedings to which ExploreCo is a party or in respect of which any of the property of
ExploreCo is subject and ExploreCo is not aware of any contemplated proceedings.
REGULATORY ACTIONS
Since the date of incorporation of ExploreCo, there have been no: (i) no penalties or sanctions imposed against
ExploreCo or by a court relating to securities legislation or by a securities regulatory authority; (ii) no other
penalties or sanctions imposed by a court or regulatory body against ExploreCo that would likely be considered
important to a reasonable investor in making an investment decision; and (iii) no settlement agreements ExploreCo
entered into before a court relating to a securities legislation or with a securities regulatory authority.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
Except as disclosed in the Information Circular, including this Appendix, none of the directors or executive officers
of ExploreCo or any person or company that owns directly or indirectly, or exercises control or direction over, more
than ten percent of the ExploreCo Shares, or any associate or affiliate of any of the foregoing persons or companies,
has or has had any material interest, direct or indirect, in any past transaction or any proposed transaction that has
materially affected or is reasonably expected to materially affect ExploreCo.
AUDITORS, TRANSFER AGENT AND REGISTRAR
Auditors
The auditors of ExploreCo are KPMG LLP, Chartered Professional Accountants, 205 – 5th Avenue S.W., Suite
3100, Calgary, Alberta T2P 4B9.
Transfer Agent and Registrar
The transfer agent and registrar for the ExploreCo Shares is Alliance Trust Company. ExploreCo Shares will be
transferable at the offices of Alliance Trust Company in Calgary, Alberta and Toronto, Ontario.
MATERIAL CONTRACTS
The only material contracts entered into by ExploreCo since incorporation is the ExploreCo Conveyance Agreement
and no other material contract is currently proposed to be entered into by ExploreCo prior to the completion of the
Arrangement, other than contracts entered into in the ordinary course of business. See “General Development of the
Business – The ExploreCo Conveyance Agreement” in this Appendix.
A copy of the ExploreCo Conveyance Agreement, is filed under Ikkuma’s SEDAR profile at www.sedar.com. A
copy of the ExploreCo Conveyance Agreement may be inspected at the head office of ExploreCo located at Suite
2700, 605 – 5th Avenue S.W., Calgary, Alberta T2P 3H5, during normal business hours from the date of the
Information Circular until the completion of the Arrangement.
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INTERESTS OF EXPERTS
Deloitte prepared the Reserves Report. As of the date of the Reserves Report, the principals of Deloitte own, directly
or indirectly, less than one percent of the outstanding ExploreCo Shares as of the date of the Information Circular.
The principals of Deloitte will own, directly or indirectly, less than one percent of the outstanding ExploreCo Shares
following completion of the Arrangement. Deloitte neither received nor will receive any interest, direct or indirect,
in any securities or other property of Ikkuma or ExploreCo or their affiliates in connection with the preparation of
the Reserves Report.
KPMG LLP, the auditors of ExploreCo, have confirmed that they are independent with respect to ExploreCo within
the meaning of the relevant rules and related interpretations prescribed by the relevant professional bodies in Canada
and any applicable legislation or regulations.
Certain legal matters relating to the Arrangement are to be passed upon by Borden Ladner Gervais LLP on behalf of
ExploreCo. Based on securityholdings as of the date of the Information Circular and the assumptions set forth under
the heading “Directors and Executive Officers” in this Appendix, the partners and associates of Borden Ladner
Gervais LLP will beneficially own, directly or indirectly, less than one percent of the outstanding ExploreCo Shares
after giving effect to the Arrangement.
In addition, none of the aforementioned persons or companies, nor any director, officer or employee of any of the
aforementioned persons or companies, is or is expected to be elected, appointed or employed as a director, officer or
employee of ExploreCo or of any associate or affiliate of ExploreCo, other than William C. Guinan, a partner of
Borden Ladner Gervais LLP, who is the Corporate Secretary of ExploreCo.
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SCHEDULE A
AUDITED FINANCIAL STATEMENTS OF EXPLORECO
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Financial Statements of

Briko Energy Corp.
(formerly 2136884 Alberta Ltd.)
For the period of incorporation on August 13, 2018 to August 31, 2018

KPMG LLP
205 5th Avenue SW
Suite 3100
Calgary AB T2P 4B9
Telephone (403) 691-8000
Fax (403) 691-8008
www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT
To the Shareholder of Briko Energy Corp. (formerly 2136884 Alberta Ltd.)
We have audited the accompanying financial statement of Briko Energy Corp. (formerly
2136884 Alberta Ltd.), which comprises the statement of financial position as at August
31, 2018, the statements of changes in shareholder’s equity and cash flows for the period
from incorporation on August 13, 2018 to August 31, 2018, and notes, comprising a
summary of significant accounting policies and other explanatory information.
Management’s responsibility for the financial statements
Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.
Auditors’ responsibility
Our responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal
control relevant to the entity’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated
with KPMG International Cooperative (“KPMG International”), a Swiss entity. KPMG Canada provides services to
KPMG LLP.

Opinion
In our opinion, the financial statements presents fairly, in all material respects, the financial
position of Briko Energy Corp. (formerly 2136884 Alberta Ltd.) as at August 31, 2018, and
its financial performance and its cash flows for the period from incorporation on August 13,
2018 to August 31, 2018 in accordance with International Financial Reporting Standards.

Chartered Professional Accountants
October 12, 2018
Calgary, Canada

STATEMENT OF FINANCIAL POSITION
(Expressed in Canadian dollars)
As At:

August 31, 2018

ASSETS
Current assets
Cash
Total Assets

$

1

$

1

$

1

$

1

Shareholder’s equity
Share capital

(Note 4)

Total Shareholder’s Equity
Subsequent event

(Note 1)

The accompanying notes are an integral part of these financial statements.

On behalf of the Board
“Signed”

M.G. Kohut
Director
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STATEMENTS OF CHANGES IN SHAREHOLDER’S EQUITY
(Expressed in Canadian dollars)

Issuance of common shares on incorporation
Balance at August 31, 2018
The accompanying notes are an integral part of these financial statements.
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Number of
Common Shares
1

Amount
$

1

1

$

1

STATEMENTS OF CASH FLOWS
(Expressed in Canadian dollars)

For the period of incorporation on August 13, 2018 to
August 31, 2018

Financing activities
Issuance of common shares

$

1

Cash provided by financing activities

$

1

Change in cash and cash equivalents

$

1

Cash & cash equivalents – August 13, 2018

-

Cash & cash equivalents – August 31, 2018

$

The accompanying notes are an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
As at August 31, 2018 and for the period from incorporation on August 13, 2018 to August 31, 2018
(Expressed in Canadian dollars except share amounts)
1.

REPORTING ENTITY
Briko Energy Corp. (the “Corporation” or “Briko”) was incorporated under the Business Corporations Act (Alberta) on August
13, 2018 as 2136884 Alberta Ltd. On September 11, 2018, Articles of Amendment were filed to change the name of the
Corporation to Briko Energy Corp. The Corporation is a wholly owned subsidiary of Ikkuma Resources Corp. (“Ikkuma”).
The Corporation has not yet commenced commercial operations. Briko was incorporated for the sole purpose of
participating in the arrangement under the Business Corporations Act (Alberta) (the “Arrangement”) between Pieridae
Energy Limited (the “Purchaser”) and Ikkuma, whereby the Purchaser will acquire all of the issued and outstanding shares
of Ikkuma in exchange for 0.1926 of a common share of Pieridae for each Ikkuma common share. Additionally, Ikkuma
shareholders will receive 0.1 of a share of Briko for each Ikkuma common share and 0.1 of a common share purchase warrant
(“Warrant”) of Briko for each Ikkuma common share. Each whole Warrant will entitle the holder to acquire one common
share of Briko at an exercise price of $1.10 per share at any time on or before 90 days following the closing of the
Arrangement. Pursuant to the Arrangement and the conveyance agreement entered into between Ikkuma and Briko on
September 21, 2018, Ikkuma transferred certain Cardium light oil focussed properties and associated infrastructure assets
to Briko in exchange for the common shares and Warrants of Briko.
The principal address of Briko is located at Suite 2700, 605 – 5th Avenue S.W. Calgary, AB, T2P 3H5 and the registered office
of Briko is located at Suite 1900, 520 – 3rd Avenue S.W.

2.

BASIS OF PRESENTATION
These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) and
were authorized for issuance by the Board of Directors of Briko on October 12, 2018. The financial statements are presented
in Canadian dollars, which is the Corporation’s functional currency. As there have been no operations from the date of
incorporation to August 31, 2018, a statement of income and comprehensive income has not been provided.

3.

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to the period presented in these financial statements.
a)

Cash
Cash is comprised of cash on hand.

b)

Share Capital
Costs directly attributable to the issue of common shares are recognized as a reduction of equity, net of deferred
income taxes.

4.

SHARE CAPITAL
The authorized share capital of the Corporation includes an unlimited number of common shares and an unlimited number
of preferred shares. The following table summarizes the change in common shares issued and outstanding:
(expressed in Canadian dollars)

Number of Common Shares

Amount

Balance at August 13, 2018

-

$

-

Issuance of common shares upon incorporation
Balance at August 31, 2018

1
1

$

1
1
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SCHEDULE B
FINANCIAL STATEMENTS IN RESPECT OF THE EXPLORECO ASSETS

D-B-1

Carve-Out Financial Statements of

Briko Energy Corp.
(formerly 2136884 Alberta Ltd.)
Assets and Operations from Ikkuma
Resources Corp.
For the years ended December 31, 2017 and December 31, 2016

KPMG LLP
205 5th Avenue SW
Suite 3100
Calgary AB T2P 4B9
Telephone (403) 691-8000
Fax (403) 691-8008
www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Briko Energy Corp. (formerly 2136884 Alberta Ltd.)
We have audited the accompanying carve-out financial statements of Briko Energy Corp.
(formerly 2136884 Alberta Ltd.) (defined as the assets and operations contributed to Briko
Energy Corp. from Ikkuma Resources Corp.), as described in note 1 to the carve-out
financial statements, which comprise the carve-out statements of financial position as at
December 31, 2017 and December 31, 2016, the carve-out statements of loss and
comprehensive loss, changes in owners’ net investment and cash flows for the years
ended December 31, 2017 and December 31, 2016, and notes, comprising a summary of
significant accounting policies and other explanatory information.
Management’s Responsibility for the Carve-out Financial Statements
Management is responsible for the preparation and fair presentation of these carve-out
financial statements in accordance with International Financial Reporting Standards, and
for such internal control as management determines is necessary to enable the
preparation of carve-out financial statements that are free from material misstatement,
whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these carve-out financial statements based
on our audits. We conducted our audits in accordance with Canadian generally accepted
auditing standards. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the carve-out
financial statements are free from material misstatement. An audit involves performing
procedures to obtain audit evidence about the amounts and disclosures in the carve-out
financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the carve-out financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal
control relevant to the entity’s preparation and fair presentation of the carve-out financial
statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the carve-out financial statements. We believe that
the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated
with KPMG International Cooperative (“KPMG International”), a Swiss entity. KPMG Canada provides services to
KPMG LLP.

Opinion
In our opinion, the carve-out financial statements present fairly, in all material respects, the
carve-out financial position of Briko Energy Corp. (formerly 2136884 Alberta Ltd.) (defined
as the assets and operations contributed to Briko Energy Corp. from Ikkuma Resources
Corp.) as at December 31, 2017 and December 31, 2016 and its carve-out financial
performance and its carve-out cash flows for the years ended December 31, 2017 and
December 31, 2016 in accordance with International Financial Reporting Standards.
Emphasis of Matter
Without modifying our opinion, we draw attention to Note 4 to the carve-out financial
statements, which describes the basis of preparation used in these carve-out financial
statements. Note 4 states that the carve-out financial statements have been prepared on a
carve-out basis and the results require management to make judgments, estimates and
assumptions that affect the reported amounts at the date of the carve-out financial
statements of assets, liabilities, owners’ net investment, revenues and expenses, and
disclosures in the notes to the carve-out financial statements.

Chartered Professional Accountants
October 12, 2018
Calgary, Canada

CARVE-OUT STATEMENTS OF FINANCIAL POSITION
(Expressed in thousands of Canadian dollars)

December 31, 2017

As At:

December 31, 2016

ASSETS
Current assets
Accounts receivable

$

270 $

212

Prepaid expenses and deposits

22

59

Fair value of risk management contracts

13

-

305

271

(Note 14)

Non-current assets
Exploration and evaluation
Property, plant and equipment

(Note 9)

1,498

1,539

(Note 10)

24,683

11,898

$

26,486 $

13,708

$

763 $

2,189

Total Assets
LIABILITIES AND OWNERS’ NET INVESTMENT
Current liabilities
Accounts payable and accrued liabilities
Fair value of risk management contracts

(Note 14)

-

4

763

2,193

Non-current liabilities
Flow-through share premium

466

Deferred tax

(Note 12)

-

1,200

Decommissioning obligation

(Note 13)

9,319

864

9,319

2,530

16,404

8,985

Owners’ net investment
Owners’ net investment
Total Liabilities and Owners’ Net Investment

Commitments

$

(Note 16)

The accompanying notes are an integral part of these carve-out financial statements.

On behalf of the Board
“Signed”

M.G. Kohut
Director
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26,486 $

13,708

CARVE-OUT STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
(Expressed in thousands of Canadian dollars)

For the year ended
December 31,
2017

For the year ended
December 31,
2016

Revenues
Oil and natural gas

$

Royalties
Realized gain on risk management contracts
Unrealized gain (loss) on risk management
contracts

(Note 14)

1,262

$

386

(69)

(29)

1,193

357

11

6

17

(4)

1,221

359

Operating

909

256

Transportation

145

44

56

15

(Note 14)

Expenses

General and administrative
Share-based compensation
Impairment
Acquisition costs
Depletion and depreciation

6

-

(Note 11)

19,500

-

(Note 8)

540

-

(Note 10)

Loss from operations
Finance expense

(Note 13)

Loss before taxes

570

150

21,726

465

(20,505)

(106)

(38)

(17)

(20,543)

(123)

(1,666)

862

Taxes
Deferred income tax expense (recovery)

(Note 12)

(1,666)
Net loss and comprehensive loss

$

The accompanying notes are an integral part of these carve-out financial statements.
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(18,877)

862
$

(985)

CARVE-OUT STATEMENTS OF CHANGES IN OWNERS’ NET INVESTMENT
(Expressed in thousands of Canadian dollars)

Total owners’ net investment

Balance at December 31, 2015

$

2,065

Net contributions from Ikkuma Resources Corp.

8,707

Flow-through share premium

(804)

Share-based compensation

2

Net loss

(985)

Balance at December 31, 2016

$

Net contributions from Ikkuma Resources Corp.

8,985
26,285

Share-based compensation

11

Net loss

(18,877)

Balance at December 31, 2017

$

The accompanying notes are an integral part of these carve-out financial statements.

Page|5

16,404

CARVE-OUT STATEMENTS OF CASH FLOWS
(Expressed in Canadian dollars)

For the year ended
December 31,
2017

For the year ended
December 31,
2016

Operating activities
Net loss

$

Depletion and depreciation

(18,877)

$

(985)

570

150

19,500

-

6

-

(17)

4

(1,666)

862

38

17

110

(65)

(336)

(17)

26,285

8,707

26,285

8,707

(17,404)

(10,665)

-

(8)

(6,988)

-

(1,557)

1,983

(25,949)

(8,690)

Change in cash and cash equivalents

-

-

Cash & cash equivalents, beginning of year

-

-

Impairment expense

(Note 11)

Share-based compensation
Unrealized loss (gain) on risk management contracts
Deferred tax expense (recovery)
Accretion expense
Changes in non-cash working capital

(Note 15)

Cash provided by (used in) operating activities
Financing activities
Owners’ net investment
Cash provided by (used in) financing activities
Investing activities
Property, plant and equipment expenditures
Exploration and evaluation asset expenditures
Property, plant and equipment acquired, net
Changes in non-cash working capital

(Note 15)

Cash provided by (used in) investing activities

Cash & cash equivalents, end of year

$

The accompanying notes are an integral part of these carve-out financial statements.
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-

$

-

NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS
As at December 31, 2017 and December 31, 2016.
(Expressed in Canadian dollars except per share amounts)
1.

REPORTING ENTITY
On August 23, 2018, Pieridae Energy Limited (the “Purchaser” or “Pieridae”) and Ikkuma Resources Corp. (“Ikkuma”) entered
into an arrangement agreement (the “Arrangement”), whereby the Purchaser will acquire all of the issued and outstanding
shares of Ikkuma in exchange for 0.1926 of a common share of Pieridae for each Ikkuma common share. Additionally,
Ikkuma shareholders will receive 0.1 of a share of Briko Energy Corp. (the “Corporation” or “Briko”) for each Ikkuma common
share and 0.1 of a common share purchase warrant (“Warrant”) of Briko for each Ikkuma common share. Each whole
Warrant will entitle the holder to acquire one common share of Briko at an exercise price of $1.10 per share at any time on
or before 90 days following the closing of the Arrangement. Pursuant to the Arrangement and the conveyance agreement
entered into between Ikkuma and Briko on September 21, 2018, Ikkuma transferred certain Cardium light oil focussed
properties and associated infrastructure assets (the “Cardium Oil Properties”) to Briko in exchange for the common shares
and Warrants of Briko.
The principal address of Briko is located at 2700, 605 – 5th Avenue S.W. Calgary, AB, T2P 3H5. The registered address of
Briko is located at 1900, 520-3rd Avenue S.W. Calgary, AB, T2P 0R3. Briko was incorporated under the Business Corporations
Act (Alberta) on August 13, 2018 as 2136884 Alberta Ltd. On September 11, 2018, Articles of Amendment were filed to
change the name of the Corporation to Briko Energy Corp.

2.

BASIS OF PRESENTATION
These carve-out financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) and were authorized for issuance by the Board of Directors of Briko on October 12, 2018. The carve-out financial
statements are based on the terms of the Arrangement and present the historic carve-out financial position, results of
operations, changes in owners’ net investment and cash flows of the Cardium Oil Properties transferred to Briko. The data
presented in these carve-out financial statements is derived from the accounting records of Ikkuma on a carve-out basis and
should be read in conjunction with Ikkuma’s annual audited Financial Statements and the notes thereto for the year ended
December 31, 2017. The carve-out financial statements consist of statements of financial position, statements of loss and
comprehensive loss, statements of changes in owners’ net investment and statement of cash flows.
The carve-out financial statements are presented in Canadian dollars, which is the functional currency for both Briko and
Ikkuma.

3.

BASIS OF MEASUREMENT
As the proposed Arrangement results in a transfer of certain assets and liabilities from Ikkuma to Briko, these carve-out
financial statements have been prepared using the predecessor values method. Prior to the Arrangement, Ikkuma’s
exploration and production operations represented a single reportable segment. As a result of the Arrangement,
proportions of the financial statement line items were required to be carved-out for those items directly attributable to the
assets and liabilities being transferred to Briko, via certain estimates, judgements, assumptions and allocations for the
creation of these carve-out financial statements.
As further described in note 4, the preparation of these carve-out financial statements requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported amounts of
carved-out assets, liabilities, income (loss) and expenses. Management believes that the estimates and assumptions
underlying these carve-out financial statements are reasonable and these estimates and assumptions are reviewed on an
ongoing basis. However, due to the measurement uncertainty inherent in estimates, judgements and assumptions, these
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS
carve-out financial statements may not reflect Briko’s results of operations, financial position and cash flows in the future or
what Briko’s operations, financial position and cash flows would have been if Briko had been a stand-alone company.

4.

CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES
The timely preparation of the carve-out financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and reported amounts of assets, liabilities, income (loss) and
expenses. Accordingly, actual results may differ from these estimates. Estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimates are revised and
in any future periods affected. Significant judgments and estimates made by management in the preparation of these carveout financial statements are outlined below.

Significant judgements and estimates
Accounts receivable
Accounts receivable attributable to the Cardium Oil Properties were estimated based on the last month’s accrued revenue
for each fiscal year end, assuming a 31 day payment cycle and the estimated accounts receivable directly attributable to the
Cardium Oil Properties.
Prepaid expenses and deposits
Amounts attributable to Briko were estimated based on the proved plus probable (2P) reserve values attributable to the
Cardium Oil Properties as a percentage of the total Ikkuma 2P reserves value prior to carve-out.
Exploration and evaluation assets
Explorations and evaluation assets attributed to Briko consist of undeveloped land directly associated with the Cardium Oil
Properties, which have been recorded based on the assets historical cost.
Acquisition
The acquisition amounts attributed to Briko were estimated based on the 2P reserve values directly attributable to the
Cardium Oil Properties as a percentage of the Ikkuma 2P reserve values associated with the assets acquired from the
Foothills Acquisition (see note 8).
Property, plant and equipment
Property, plant and equipment assets attributed to Briko were allocated based on the asset amounts directly related to the
Cardium Oil Properties and were based on historical cost and were assumed to be funded from owner’s investment through
equity.
Fair value of risk management contracts
Amounts related to the fair value of risk management contracts were calculated on a fair value basis, allocating the realized
and unrealized gains or losses to the Cardium Oil Properties based on Briko’s share of the total Ikkuma production volumes
in the period. The unrealized gain or loss in the period then determined the fair value of the contracts at the period end
dates.
Accounts payable and accrued liabilities
Accounts payable attributable to the Cardium Oil Properties were estimated based on the amounts directly related to the
Cardium Oil Properties for each fiscal year end. Accrued liabilities include capital expenditures directly attributable to the
Cardium Oil Properties.
Flow-through share premium
The flow-through share premium attributable to the Cardium Oil Properties were estimated based on the amounts directly
related to the Cardium Oil Properties.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS
Decommissioning obligation
The decommissioning obligation for Briko was calculated based on the estimated future abandonment and remediation
costs for the wells and facilities directly associated with the Cardium Oil Properties.
Accretion
The accretion attributable to the Cardium Oil Properties were estimated based on the accretion related to the
decommissioning obligation of Briko.
Depletion and depreciation
Depletion and depreciation amounts were calculated in accordance with the policy outlined in note 5, based on the allocated
capital amounts described above.
Impairment
Impairment was calculated in accordance with the policy outlined in note 5.
Deferred income taxes
The deferred income taxes attributed to the Cardium Oil Properties were allocated based on the carve-out net income before
tax adjusting for temporary and permanent differences. The opening balance of deferred tax assets and liabilities was recreated using tax pools directly associated with the Cardium Oil Properties for carve-out purposes.
Revenues, royalty expense, transportation expense and operating expense
Revenues, royalty expense, transportation expense and operating expense were derived from the individual lease operating
statements for the Cardium Oil Properties.
General and administrative
The general and administrative costs attributed to Briko were allocated based on a proportion of these expenses based on
the Cardium Oil Properties share of the total Ikkuma production volumes in the period.
Share-based compensation
The share-based compensation costs attributed to Briko were allocated based on a proportion of these expenses based on
the Cardium Oil Properties share of the total Ikkuma production volumes in the period.
Acquisition Costs
The acquisition costs attributed to Briko were estimated based on the 1P reserve values directly attributable to the Cardium
Oil Properties (see note 8).
Debt
There has been no debt allocated to Briko as there is no direct legal agreement providing for lending as specifically relates
to the Cardium Oil Properties. This is consistent with the Arrangement in that no debt was assumed by Briko from Ikkuma.

Critical accounting judgements
The following are the critical accounting judgments that management has made in the process of applying the Corporation’s
accounting policies and that have the most significant effect on the amounts recognized in these carve-out financial
statements:
Identification of cash generating units
The Corporation’s assets are aggregated into cash-generating units, for the purpose of calculating impairment, based on
their ability to generate largely independent cash inflows. By their nature, these estimates and assumptions are subject to
measurement uncertainty and may impact the carrying value of the Corporation’s assets in future periods.
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NOTES TO THE CARVE-OUT FINANCIAL STATEMENTS
Identification of impairment indicators
Judgments are required to assess when impairment indicators, or reversal indicators, exist and impairment testing is
required. In determining the recoverable amount of assets, in the absence of quoted market prices, impairment tests are
based on estimates of reserves, production rates, future oil and natural gas prices, future costs, discount rates, market value
of land and other relevant assumptions.
Exploration and evaluation
The application of the Corporation’s accounting policy for exploration and evaluation requires management to make certain
judgments as to future events and circumstances as to whether economic quantities of reserves have been found in
assessing commercial viability and technical feasibility.
Deferred taxes
Judgments are made by management to determine the likelihood of whether deferred income tax assets at the end of the
reporting period will be realized from future taxable earnings. To the extent that assumptions regarding future profitability
change, there can be an increase or decrease in the amounts recognized in respect of deferred tax assets as well as the
amount recognized in income or loss for the period in which the change occurs.

Critical accounting estimates
The following are the key assumptions concerning the sources of estimating uncertainty at the end of the reporting period
that have a significant risk of causing adjustments to the carrying amounts of assets and liabilities.
Reserves
The assessment of reported recoverable quantities of proved and probable reserves include estimates regarding production
profile, commodity prices, exchange rates, remediation costs, timing and amount of future development, production,
transportation and marketing costs for future cash flows. It also requires interpretation of geological and geophysical models
in anticipated recoveries. The economical, geological and technical factors used to estimate reserves may change from
period to period. Changes in reported reserves can impact the carrying values of the Corporation’s property, plant and
equipment, the calculation of depletion and depreciation, the provision for decommissioning obligations and the recognition
of deferred tax assets due to changes in expected future cash flows. The recoverable quantities of reserves and estimated
cash flows from the Corporation’s petroleum and natural gas interests are independently evaluated by qualified reserve
evaluators at least annually.
The Corporation’s petroleum and natural gas reserves represent the estimated quantities of petroleum and natural gas and
natural gas liquids that geological, geophysical and engineering data demonstrate with a specified degree of certainty to be
economically recoverable in future years from known reservoirs and that are considered economically producible. Such
reserves may be considered commercially producible if management has the intention of developing and producing them
and such intention is based upon (i) a reasonable assessment of the future economics of such production; (ii) a reasonable
expectation that there is a market for all or substantially all the expected petroleum and natural gas production; and (iii)
evidence that the necessary production, transmission and transportation facilities are available or can be made available.
Reserves may only be considered proven and probable if the ability to produce is supported by either production or
conclusive formation tests. Briko’s petroleum and gas reserves are determined pursuant to National Instrument 51-101,
Standard for Disclosures for Oil and Gas Activities.
Business combinations
In a business combination, management makes estimates of the fair value of assets acquired and liabilities assumed, which
includes assessing the value of oil and gas properties based upon the estimation of recoverable quantities of proven and
probable reserves acquired.
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Decommissioning obligation
The Corporation estimates future remediation costs of production facilities, wells and pipelines at different stages of
development and construction of assets or facilities. In most instances, removal of assets occurs many years into the future.
This requires assumptions regarding abandonment date, future environmental and regulatory legislation, the extent of
reclamation activities, the engineering methodology for estimating costs, future removal technologies in determining the
removal cost and liability-specific discount rates to determine present value of these cash flows.
Share-based compensation
All equity-settled, share-based awards issued by the Corporation are fair valued using the Black-Scholes option-pricing
model. In assessing the fair value of equity-based compensation, estimates have to be made regarding the expected
volatility in share price, weighted average expected life of the instrument, expected dividend yield, risk-free interest rate
and estimated forfeitures at the initial grant date.
Impairment of non-financial assets
For the purposes of determining the extent of any impairment or its reversal, estimates must be made regarding future cash
flows by taking into account key assumptions including future petroleum and natural gas prices, expected forecasted
production volumes and anticipated recoverable quantities of proved and probable reserves. These assumptions are subject
to change as new information becomes available. Changes in economic conditions can also affect the rate used to discount
future cash flow estimates. Changes in the aforementioned assumptions could affect the carrying amount of the
Corporation’s assets, and impairment charges and reversals will affect income or loss.
Deferred taxes
Tax provisions are based on enacted or substantively enacted laws. Changes in those laws could affect amounts recognized
in profit or loss both in the period of change, which would include any impact on cumulative provisions and in future periods.
Deferred tax assets are recognized only to the extent it is considered probable that those assets will be recoverable. This
involves an assessment of when those deferred tax assets are likely to reverse.
Derivative financial instruments
The Corporation’s estimate of fair value of derivative financial instruments is dependent on estimate forward prices and
volatility of those prices.

5.

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all years presented in these carve-out financial
statements.

Revenue recognition
Revenue from the sale of petroleum and natural gas and related by-products is recorded when the significant risks and
rewards of ownership of the product is transferred to the buyer, which is usually when legal title passes to the external party.
Royalty income is recognized as it accrues in accordance with the terms of the overriding royalty agreements.

Cash and cash equivalents
Cash and cash equivalents include cash deposits and investments with an original maturity of three months or less that are
held with a financial institution.

Jointly owned assets
Certain activities of the Corporation are conducted jointly with others where the participants have a direct ownership
interest in jointly owned assets. Accordingly, the accounts of Briko reflect only its proportionate share of revenues, expenses
and capital expenditures related to these jointly owned assets.
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Exploration and evaluation
Costs incurred prior to obtaining the right to explore a mineral resource are recognized as an expense in the period incurred.
Exploration and evaluation comprise the Corporation’s exploration and evaluation projects that are pending determination
of technical feasibility and commercial viability.
Exploration and evaluation expenditures are initially capitalized and may include mineral license acquisitions, geological and
geophysical evaluations, technical studies, exploration drilling and testing and directly attributable general and
administrative costs. Tangible assets acquired, which are consumed in developing an intangible exploration asset, are
recorded as part of the cost of the exploration asset. The costs are accumulated in cost centers by exploration area pending
determination of technical feasibility and commercial viability.
The technical feasibility and commercial viability of extracting a mineral resource in an exploration area is generally
considered to be determinable when economical quantities of proved and probable reserves have been discovered. A
review of each exploration area is carried out at each reporting date to ascertain whether reserves have been discovered.
Upon determination of commercial proved and probable reserves, associated exploration costs are transferred from
exploration and evaluation to property, plant and equipment as reported on the Statements of Financial Position.
Exploration and evaluation assets are reviewed for impairment prior to any such transfer. Assets classified as exploration
and evaluation are not subject to depletion and depreciation until they are classified to property, plant and equipment.
Exploration and evaluation assets are assessed for impairment if: (a) sufficient data exists to determine technical feasibility
and commercial viability; (b) facts and circumstances suggest that the carrying amount exceeds the recoverable amount.
For purposes of impairment testing, exploration and evaluation assets are allocated to related cash generating units
(“CGU’s”).

Property, plant and equipment
Recognition and measurement
Property, plant and equipment are measured at cost less accumulated depletion and depreciation and accumulated
impairment losses. Property, plant and equipment include land and lease acquisition costs, geological and geophysical costs,
costs of drilling and equipping productive wells, costs for production facilities, decommissioning costs, and other directly
attributable administrative costs. Property, plant and equipment are accumulated in cost centres based on CGU’s for
impairment testing. When significant parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items (major components).
Gains and losses on disposal of property, plant and equipment, property swaps and farm-outs are determined by comparing
the proceeds or fair value of the asset received or given up with the carrying amount of property, plant and equipment and
are recognized in profit or loss.
Costs incurred subsequent to the determination of technical feasibility and commercial viability and the costs of replacing
parts of property, plant and equipment are capitalized only when they increase the future economic benefits embodied in
the specific asset to which they relate. All other expenditures are recognized in profit or loss as incurred. Such capitalized
petroleum and natural gas assets and equipment generally represent costs incurred in developing proved and/or probable
reserves and bringing on or enhancing production from such reserves, and are accumulated on a field or geotechnical area
basis. The carrying amount of any replaced or sold component is derecognized. The costs of the day-to-day servicing of
property, plant and equipment are recognized in profit or loss as incurred.
Depletion and depreciation
The net carrying value of property, plant and equipment is depleted using the unit of production method by reference to
the ratio of production in the year to the related proven and probable reserves, taking into account estimated future
development costs necessary to bring those reserves into production. Relative volumes of reserves and production are
converted at the energy equivalent conversion ratio of six thousand cubic feet of natural gas to one barrel of oil. Future
development costs are estimated by taking into account the level of development required to produce those reserves. These
estimates are reviewed by independent engineers at least once annually.
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Capitalized plant turnaround costs are depreciated on a straight-line basis over the estimated time until the next turnaround
is completed. Corporate assets, which includes office furniture and equipment, software and computer equipment, are
depreciated on a straight-line basis over the estimated five year useful lives of the assets.
Assets held for sale
Non-current assets, or disposal groups consisting of assets and liabilities, are classified as held for sale if their carrying
amounts will be recovered through a sale transaction rather than through continuing use. The condition is met when the
sale is highly probable and the asset is available for immediate sale in its present condition. Non-current assets classified as
held for sale are measured at the lower of the carrying amount and fair value less costs to sell, with impairments recognized
in profit or loss in the period measured. Non-current assets and disposal groups held for sale are presented in current assets
and liabilities on the statement of financial position.

Impairment
Financial assets
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired.
A financial asset is considered to be impaired if objective evidence indicates that one or more events have had a negative
effect on the estimated future cash flows of that asset. An impairment loss in respect of a financial asset measured at
amortized cost is calculated as the difference between its carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate.
Individually significant financial assets are tested for impairment on an individual basis. The remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics. All impairment losses are recognized in profit or
loss. An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment loss
was recognized.
Non-financial assets
The carrying amounts of the Corporation’s non-financial assets, other than exploration and evaluation and deferred tax
assets, are reviewed at each reporting date to determine whether there is any indication of impairment. If any such
indication exists, then the assets recoverable amount is estimated. Exploration and evaluation assets are assessed for
impairment when they are reclassified to property, plant and equipment, and also if facts and circumstances suggest that
the carrying amount exceeds the recoverable amount.
For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generates cash
inflows from continuing use that are largely independent of the cash inflows of other assets or group of assets or CGU’s. The
recoverable amount of an asset or a CGU is the greater of its value in use and its fair value less costs to sell. In assessing
value in use, the estimated future cash flows from proved and probable reserves are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. Fair value less costs to sell is determined as the amount that would be obtained from the disposition of the asset in
an arm’s length transaction between knowledgeable and willing parties. The petroleum and natural gas future prices used
in the impairment test are based on period-end commodity price forecasts estimated by the Corporation’s independent
reserves evaluator and are adjusted for petroleum and natural gas differentials, transportation and marketing costs specific
to the Corporation.
Where circumstances change such that an impairment no longer exists or is less than the amount previously recognized, the
carrying amount of the CGU is increased to the revised estimate of its recoverable amount as long as the revised estimate
does not exceed the carrying amount that would have been determined, net of depletion and depreciation, had no
impairment loss been recognized for the CGU in prior periods. A reversal of an impairment loss is recognized immediately
through income or loss.
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Provisions
Provisions are recognized when the Corporation has a present obligation (legal or constructive) as a result of a past event if
it is probable that the Corporation will be required to settle the obligation and if a reliable estimate can be made of the
amount of the obligation.
The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at
the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. When a provision
is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those
cash flows (where the effect of the time value of money is significant).
When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a
receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the amount of the
receivable can be measured reliably.
Provisions are not recognized for future operating losses.

Decommissioning obligations
The Corporation’s activities give rise to dismantling, decommissioning and site disturbance remediation activities. Provision
is made for the estimated cost of site restoration and capitalized in the relevant asset category.
Decommissioning obligations are measured at the present value of management’s best estimate of expenditure required to
settle the present obligation at the statement of financial position date. Subsequent to the initial measurement, the
obligation is adjusted at the end of each period to reflect the passage of time and changes in the estimated future cash flows
underlying the obligation. The increase in the provision due to the passage of time is recognized as a finance cost whereas
increases/decreases due to changes in the estimated future cash flows are capitalized. Actual costs incurred upon
settlement of the decommissioning obligations are charged against the provision to the extent the provision was established.

Share-based compensation
Equity-settled share-based awards when granted by the Corporation include stock options granted to directors, officers,
employees and key consultants. The fair value determined at the grant date of an award is expensed on a graded basis over
the vesting period of each respective tranche of an award with a corresponding adjustment to contributed surplus. In
calculating the expense of share-based awards, the Corporation revises its estimate of the number of equity instruments
expected to vest by applying an estimated forfeiture rate for each vesting tranche and subsequently revising this estimate
throughout the vesting period, as necessary, with a final adjustment to reflect the actual number of awards that vest. Upon
the exercise of share-based awards, consideration paid together with the amount previously recognized in contributed
surplus is recorded as an increase to share capital. In the event that vested share-based awards expire without being
exercised, previously recognized compensation costs associated with such rewards are not reversed.
The fair value of equity-settled share-based awards is measured using the Black-Scholes option-pricing model taking into
account the terms and conditions upon which the awards were granted. Measurement inputs as at the grant date include:
share price, exercise price, expected volatility, weighted average expected life of the instruments, expected dividends and
the risk-free interest rate applicable to the term of the award.
A portion of share-based compensation expense directly attributable to the exploration and development of the
Corporation’s assets are capitalized.

Finance expense
Finance expense comprises accretion on decommissioning obligations.
Borrowing costs incurred for the construction of qualifying assets are capitalized during the period of time that is required
to complete and prepare the assets for their intended use or sale. All other borrowing costs are recognized in profit or loss
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using the effective interest rate method. The capitalization rate used to determine the amount of borrowing costs to be
capitalized is the weighted average interest rate applicable to the Corporation’s outstanding borrowings during the period.

Income tax
Income tax expense comprises current and deferred tax and is recognized in net income or loss except to the extent that it
relates to items recognized directly in equity.
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted
at the reporting date, and any adjustments to tax payable in respect of previous years.
Deferred tax is recognized using the balance sheet method, providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is not recognized on the initial recognition of assets or liabilities in a transaction that is not a business combination. In
addition, deferred tax is not recognized for taxable temporary differences arising on the initial recognition of goodwill.
Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse, based
on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax assets and liabilities are
offset if there is a legally enforceable right to offset and they relate to income taxes levied by the same tax authority on the
same taxable entity (or on different tax entities) with either the intent to settle current tax liabilities and assets on a net basis
or the intent to realize tax assets and liabilities simultaneously.
A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available and may be
applied against the temporary difference. Deferred tax assets are reviewed at each reporting date and are reduced to the
extent that it is no longer probable that the related tax benefit will be realized.

Flow-through shares
The resource expenditure deductions for income tax purposes related to exploration and development activities funded by
flow-through share arrangements are renounced to investors in accordance with tax legislation. On issuance, the premium
received on the flow-through shares (defined as the difference in price over a common share with no tax attributes) is
recognized on the statement of financial position. As expenditures are incurred, the deferred taxes associated with the
renounced tax deductions are recognized through profit and loss along with a pro-rata portion of the deferred premium.

Financial instruments
Non-derivative financial instruments
Non-derivative financial instruments are comprised of cash and cash equivalents, accounts receivable, accounts payable and
accrued liabilities. Non-derivative financial instruments are recognized initially at fair value plus, for instruments not at fair
value through comprehensive income or loss, any directly attributable transaction costs. Subsequent to initial recognition
non-derivative financial instruments are measured as described below.
Cash and cash equivalents comprise cash on hand, term deposits held with banks and other short-term highly liquid
investments with original maturities of three months or less. Bank overdrafts that are repayable on demand and form an
integral part of the Corporation’s cash management, whereby management has the ability and intent to net bank overdrafts
against cash, are included as a component of cash and cash equivalents for the purpose of the statement of cash flows.
Accounts receivable, accounts payable and accrued liabilities are measured at amortized cost using the effective interest
method, less any impairment losses.
Derivative financial instruments
The Corporation enters into certain financial derivative contracts in order to manage the exposure to market risks from
fluctuations in commodity prices, interest rates and the exchange rate between Canadian and United States dollars. These
instruments are not used for trading or speculative purposes. The Corporation has not designated its financial derivative
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contracts as effective accounting hedges, and thus has not applied hedge accounting, even though the Corporation considers
all financial derivative contracts to be economic hedges. As a result, all financial derivative contracts are classified at fair
value through profit or loss and are recorded on the statement of financial position at fair value. Transaction costs are
recognized in comprehensive income or loss when incurred.

Owners’ net investment
The owners’ net investment includes the retained earnings (deficit) in respect of the Cardium Oil Properties, contributed
surplus arising from share-based compensation expense and the owners’ determined investment.

6.

FUTURE ACCOUNTING POLICIES
The Corporation has reviewed the following new and revised accounting pronouncements that have been issued and have
not been applied in preparing the carve-out financial statements for the year ended December 31, 2017. The following may
have an impact on the Corporation’s financial statements on their respective effective dates:
Financial instruments
As of January 1, 2018, the Corporation will adopt IFRS-9 Financial Instruments, which is the result of the first phase of the
IASB project to replace IAS-39 Financial Instruments: Recognition and Measurement. The new standard replaces the current
multiple classification and measurement models for financial assets and liabilities with a single model that has two
classification categories: amortized cost and fair value. In addition, updates have also been applied surrounding hedge
accounting requirements which are now more aligned with an entity’s risk management activities. Briko does not currently
apply hedge accounting to its financial instrument contracts and does not currently intend to apply hedge accounting to any
of its financial instrument contracts upon adoption of IFRS-9.
Revenue recognition
As of January 1, 2018, the Corporation has adopted IFRS-15 Revenue from Contracts with Customers. The standard replaces
IAS-11 Construction Contracts; IAS-18 Revenue, IFRIC-13 Customer Loyalty Programmes, IFRIC-15 Agreements for the
Construction of Real Estate, IFRIC-18 Transfers of Assets from Customers and SIC-31 Revenue-Barter Transactions Involving
Advertising Services. The standard dictates the recognition and measurement requirements for reporting the nature,
amount, timing and uncertainty of revenue resulting from an entity’s contracts with customers. The standard has been
adopted using the modified retrospective approach effective January 1, 2018. The Corporation has determined that there
is no impact to earnings.
Leases
As of January 1, 2019, the Corporation will be required to adopt IFRS-16 Leases. For lessees applying the new standard, a
single recognition and measurement model for leases would apply, with required recognition of assets and liabilities for most
leases. The standard may be applied retrospectively or using a modified retrospective approach. Briko is in the process of
identifying and gathering contracts impacted by the new standard. It is anticipated that the adoption of IFRS 16 will have an
impact on the Corporation’s statement of financial position.

7.

DETERMINATION OF FAIR VALUES
A number of the Corporation’s accounting policies and disclosures require the determination of fair value, for both financial
and non-financial assets and liabilities. Fair values have been determined for measurement and disclosure purposes based
on the following methods (when applicable, further information about the assumptions made in determining fair values is
disclosed in the notes specific to that asset or liability).

Property, plant and equipment
The fair value of property, plant and equipment recognized in a business combination is based on market values. The market
value of property, plant and equipment is the estimated amount for which property and equipment could be exchanged on
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the acquisition date between a willing buyer and a willing seller in an arm’s length transaction after proper marketing
wherein the parties had each acted knowledgeably, prudently and without compulsion. The market value of petroleum and
natural gas properties and intangible exploration assets is estimated with reference to the discounted cash flows expected
to be derived from petroleum and natural gas production based on externally prepared reserve reports. The risk-adjusted
discount rate is specific to the asset with reference to general market conditions.
The market value of other items of property, plant and equipment is based on the quoted market prices for similar items.

Cash and cash equivalents, accounts receivable and accounts payable and accrued liabilities
The fair value of cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities are estimated as
the present value of future cash flows, discounted at the market rate of interest at the reporting date. At December 31,
2017 and 2016, the fair value of accounts receivable and accounts payable and accrued liabilities approximated their carrying
value due to their short term to maturity.

Derivatives
The fair value of forward contracts and swaps are determined by discounting the difference between the contracted prices
and published forward price curves as at the statement of financial position date, using the remaining contracted petroleum
and natural gas volumes and a risk-free interest rate (based on published government rates). The fair value of options and
costless collars is based on option models that use published information with respect to volatility, prices and interest rates.

8.

ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT
The Corporation closed an acquisition of certain natural gas assets located in the Foothills of Alberta (the “Foothills
Acquisition”) on December 21, 2017 for cash consideration of $7.0 million. The results of operations for the acquisition are
included on the statement of comprehensive loss for the period following the close of the transaction on December 21,
2017. On acquisition, the Corporation recorded the decommissioning obligation at a credit adjusted risk free rate of 14%
resulting in a decommissioning obligation totaling $1.7 million. Subsequent to the date of acquisition, the decommissioning
obligation was revalued using the risk free rate, resulting in an adjustment of $6.0 million to property, plant and equipment.
The Corporation incurred $0.5 million of costs relating to this acquisition, which have been expensed and included in
acquisition costs.
The acquisitions were accounted for as business combinations using the acquisition method of accounting based on fair
values as follows:
Fair value of net assets acquired:

Year Ended December 31,
2017

(thousands of dollars)
Property, plant and equipment

8,736

Decommissioning obligations

(1,748)

Net assets acquired

$

6,988

Year Ended December 31,
2017

Consideration:
(thousands of dollars)
Cash

$

6,988

Management developed the above estimates at the time of financial statement preparation with the most recent
information available. Amendments may be required as these estimate amounts are finalized, including the determination
of decommissioning obligations required and the closing of right of first refusal agreements.
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9.

EXPLORATION AND EVALUATION
(thousands of dollars)
At December 31, 2015

$

Additions

1,611
8

Transfers to property, plant and equipment

(80)

At December 31, 2016

1,539

Transfers to property, plant and equipment

(41)

At December 31, 2017

$

1,498

Exploration and evaluation (“E&E”) assets consist of the Corporation’s undeveloped land, seismic and exploration projects,
which are pending the determination of technical feasibility and commercial viability.
As at December 31, 2017 and December 31, 2016, the Corporation determined that no indicators of impairment existed on
E&E assets, therefore an impairment test was not performed.

10.

PROPERTY, PLANT AND EQUIPMENT
Cost
(thousands of dollars)
At December 31, 2015

$

Additions

610
10,667

Transfers from exploration and evaluation

80

Change in decommissioning obligations

691

At December 31, 2016

12,048

Additions

17,409

Acquisitions

8,736

Transfers from exploration and evaluation

41

Change in decommissioning obligations

6,669

At December 31, 2017

$

44,903

$

-

Accumulated Depletion and Depreciation
(thousands of dollars)
At December 31, 2015
Depletion and depreciation

150

At December 31, 2016

150

Depletion and depreciation

570

Impairment (note 11)

19,500

At December 31, 2017

$

20,220

Net Book Value
(thousands of dollars)
At December 31, 2016

$

11,898

At December 31, 2017

$

24,683
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At December 31, 2017, future development costs of Briko’s proved plus probable reserves of $18.2 million were
included in the depletion calculations (December 31, 2016 – $12.0 million). Residual value of $1.4 million (December
31, 2016 – $0.1 million) was excluded from the depletion calculations.

11.

IMPAIRMENT ON PROPERTY, PLANT AND EQUIPMENT
As at December 31, 2017, due to the continued volatility in the oil and gas market and less than expected results of the 2017
drilling program, the Corporation determined a trigger to be present in two of its CGU’s (Ojay/Narraway CGU and Northern
Foothills CGU) and completed an impairment test. Recoverable amounts for the Corporation’s CGU’s were estimated based
on fair value less costs to sell (“FVLCS”). FVLCS was calculated using the present value of the CGU’s expected before tax
future cash flows estimated by the Corporation’s third party reserve evaluators at a 12 - 25 percent discount rate. It was
determined that the carrying value of the Ojay/Narraway CGU exceeded the recoverable amount by $19.5 million.
The following table outlines the forward commodity price estimates used in the December 31, 2017 impairment tests:
As at December 31, 2017:

Canadian Light Sweet Crude
(Cdn$/bbl) (1)

AECO Gas
(Cdn$/mmbtu) (1)

2018

67.80

2.39

2019

71.08

2.71

2020

73.52

3.14

2021

77.98

3.42

2022

81.64

3.62

2023

83.56

3.75

2024

85.74

3.90

2025

87.95

4.03

2026

89.99

4.14

2027

91.82

4.24

2028
Remainder
(1)

93.65

4.33

+2.0%/yr

+2.0%/yr

Product sales prices will reflect these reference prices with further adjustments for product quality differentials and
transportation to point of sale.

As at December 31, 2016, due to continued volatility in the oil and gas market, the Corporation determined a trigger to be
present and completed an impairment test. Recoverable amounts for the Corporation’s CGU’s were estimated based on
fair value less costs to sell (“FVLCS”). FVLCS was calculated using the present value of the CGU’s expected before tax future
cash flows estimated by the Corporation’s third party reserve evaluators at a 10 - 20 percent discount rate. It was
determined that the recoverable amount exceeded the carrying value for the Corporation’s CGU’s and therefore no
impairment was recorded.
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The following table outlines the forward commodity price estimates used in the December 31, 2016 impairment tests:
As at December 31, 2016:

Canadian Light Sweet Crude
(Cdn$/bbl) (1)

AECO Gas
(Cdn$/mmbtu) (1)

2017

68.24

3.43

2018

73.16

3.17

2019

76.25

3.26

2020

79.37

3.67

2021

82.56

3.86

2022

84.85

3.97

2023

87.15

4.11

2024

89.50

4.23

2025

91.89

4.31

2026

94.01

4.41

2027

95.85

4.50

+2.0%/yr

+2.0%/yr

Remainder
(2)

12.

Product sales prices will reflect these reference prices with further adjustments for product quality differentials and
transportation to point of sale.

DEFERRED TAX
The provision for income tax in these carve-out statements differs from the results of applying the combined federal and
provincial tax rates to the Corporation’s (loss) before taxes. These differences are explained in the following table:
(thousands of dollars)
December 31, 2017
Loss before taxes

$

20,543

December 31, 2016
$

123

Combined federal and provincial income tax rate

27.00%

26.85%

Computed income tax benefit

(5,547)

(33)

812

895

Tax effects of
Flow-through share renunciation
Share-based compensation

2

Change in tax rates and other

7

-

3,060

-

Change in unrecognized deferred tax asset
Deferred tax expense (recovery)

$

(1,666)

$

862

The components of deferred income tax assets and liabilities are as follows:
(thousands of dollars)
December 31, 2017
Property, plant and equipment

$

Fair value of risk management contracts

(1,619)

December 31, 2016
$

(2,091)

(4)

-

Decommissioning obligations

2,516

232

Non-capital losses

2,057

512

110

147

(3,060)

-

Share issue costs and other
Change in unrecognized deferred tax asset
Deferred tax

$
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(thousands of dollars)
Property, plant and equipment(1)

December 31,
2016

Recognized in
Loss

$

$

Fair value of risk management contracts

$

(466)

$

(1,619)

-

(4)

(4)

232

2,284

2,516

Non-capital losses

512

1,545

2,057

Share issue costs and

other(2)

Deferred tax
(2)

938

December 31,
2017

Decommissioning obligations

Change in unrecognized deferred tax asset

(1)

(2,091)

Other

$

147

(37)

110

-

(3,060)

(3,060)

(1,200)

$

1,666

$

(466)

$

-

December 31, 2016 - $0.5 million recognized in other.
December 31, 2016 - $0.2 million recognized in other.

Briko has non-capital losses of $7.6 million at December 31, 2017 ($1.9 million – December 31, 2016) that expire between
2036 and 2037.

13.

DECOMMISSIONING OBLIGATION
(thousands of dollars)

Year Ended
December 31, 2017

Decommissioning obligation, beginning of year

$

864

Year ended
December 31, 2016
$

156

Obligation incurred

466

708

Obligation acquired

1,748

-

Change in estimated future cash outflows
Change in discount rate on acquisition
Accretion expense
Decommissioning obligation, end of year

$

227

(17)

5,976

-

38

17

9,319

$

864

The Corporation’s decommissioning obligations result from net ownership interests in petroleum and natural gas assets
including well sites and processing facilities. The Corporation estimates the total undiscounted amount of cash flows
required to settle its decommissioning obligations is approximately $14.0 million (December 31, 2016 – $1.4 million).
As at December 31, 2017, a risk free rate of 2.26% (December 31, 2016 – 2.0%) and an inflation rate of 2.0% (December
31, 2016 – 2.0 %) was used to calculate the fair value of the decommissioning obligations.

14.

FINANCIAL RISK MANAGEMENT
The Corporation’s activities expose it to a variety of financial risk that arise as a result of its exploration, development,
production, and financing activities such as:
x
x
x

market risk;
credit risk; and
liquidity risk.

This note presents information about the Corporation’s exposure to each of the above risks, the Corporation’s objectives,
policies and processes for measuring and managing risk, and the Corporation’s management of capital. Further quantitative
disclosures are included throughout these carve-out financial statements.
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The Board of Directors oversees management’s establishment and execution of the Corporation’s risk management
framework. Management has implemented and monitors compliance with risk management policies. The Corporation’s
risk management policies are established to identify and analyze the risks faced by the Corporation, to set appropriate risk
limits and controls, and to monitor risks and adherence to market conditions and the Corporation’s activities.

Market risk
Market risk is the risk that changes in market conditions, such as commodity prices, foreign exchange rates and interest rates
will affect the Corporation’s cash flow, income or the value of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable parameters, while maximizing the
Corporation’s return.
The Corporation utilizes financial derivative contracts to manage market risks. All such transactions will need to be approved
by the Board of Directors in accordance with the Corporation’s risk management policy.
Foreign currency exchange rate risk
Foreign currency exchange rate risk is the risk that the fair value of future cash flows will fluctuate as a result of changes in
foreign exchange rates. Substantially all of the Corporation’s petroleum and natural gas sales are conducted in Canada and
are denominated in Canadian dollars. Canadian commodity prices are influenced by fluctuations in the Canadian to United
States dollar exchange rate.
Interest rate risk
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market interest rates. Interest rate
risk applies if the company has debt.
Commodity price risk
Commodity price risk is the risk that future cash flows will fluctuate as a result of changes in commodity prices. Commodity
prices for petroleum and natural gas are impacted by not only the relationship between the Canadian and United States
dollar, but also global economic events that dictate the levels of supply and demand. The Corporation has attempted to
mitigate a portion of the commodity price risk through the use of various financial contracts as outlined below. The hedging
policy will need to be approved by the Corporation’s board of directors. The commodity contracts included are the full
contracts that were allocated to Briko based on production volumes.
Risk management contracts are recorded on the statement of financial position at fair value at each reporting period with
the change in fair value being recognized as an unrealized gain or loss on the statement of loss.
The Corporation’s risk management contracts are measured in accordance with a three level hierarchy. The hierarchy
groups financial assets and liabilities into three levels based on the significance of inputs used in measuring the fair value of
the financial assets and liabilities. The fair value hierarchy has the following levels:
Level 1:
Level 2:
Level 3:

fair value is based on quoted prices (unadjusted) in active markets for identical assets or liabilities;
fair value is based on inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and
fair value is based on inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

The Corporation’s risk management contracts are valued using Level 2 of the hierarchy.
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At December 31, 2017 the Corporation has risk management contracts in place through Ikkuma as follows:
Natural gas (AECO)
Remaining Term

Option Traded

Volume (GJ/d)

Strike Price ($Cdn/GJ)

January 1, 2018 - March 31, 2018

Fixed price swap

1,000

$2.36

January 1, 2018 - March 31, 2018

Fixed price swap

3,000

$2.41

January 1, 2018 - December 31, 2018

Fixed price swap

5,000

$2.70

January 1, 2018 - December 31, 2018

Fixed price swap

5,500

$2.72

January 1, 2018 - December 31, 2018

Fixed price swap (1)

2,500

$2.80

January 1, 2019 - December 31, 2019

Call option - sold

7,000

$3.00

January 1, 2019 - December 31, 2019

Call option - sold

6,000

$3.00

(1)

This contract has a European option whereby if the price on settlement each month exceeds $2.80/GJ the contract doubles to
5,000 GJ @ $2.80.

Changes in commodity price assumptions can have a significant effect on the fair value of risk management contracts.
For the risk management contracts in place at December 31, 2017, a 10% decrease to the natural gas price outlined in
the contracts above would result in an approximate nil decrease in net loss for the year then ended (December 31,
2016 – nil).
The following table provides a summary of how risk management contracts allocated to the Corporation are classified
on the statement of financial position:
(thousands of dollars)

December 31,
2017

Current assets

$

Current liabilities

13

December 31,
2016
$

-

Net fair value of risk management contracts

$

13

(4)

$

(4)

Subsequent to December 31, 2017, the Corporation entered into the following risk management commodity contracts
through Ikkuma:
Natural gas (AECO)
Remaining Term
November 1, 2018 – March 31, 2019

Option Traded

Volume (GJ/d)

Strike Price ($ Cdn/GJ)

Fixed price swap

10,000

$1.89

Option Traded

Volume (bbl/d)

Strike Price ($Cdn/bbl)

Call option - sold

200

$77.50

Light Oil (WTI)
Remaining Term
February 1, 2018 - December 31, 2018

Credit risk
Credit risk is the risk of financial loss to the Corporation if a customer or counterparty to a financial instrument fails to meet
its contractual obligations, and arises principally from the Corporation’s receivable from partners in jointly owned assets,
natural gas marketers and counterparties to derivative financial contracts.
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Substantially all of the Corporation’s petroleum and natural gas production is marketed under standard industry terms. Sales
from petroleum and natural gas marketers are normally collected on the 25th day of the month following production. The
Corporation’s policy to mitigate credit risk associated with these balances is to establish marketing relationships with
creditworthy purchasers. The Corporation historically has not experienced any collection issues with its petroleum and
natural gas marketers. Receivables from partners in jointly owned assets are typically collected within one to three months
of the bill being issued to the partner. The Corporation attempts to mitigate the risk from receivables from partners in jointly
owned assets by obtaining partner approval of significant capital expenditures prior to the expenditure. However, the
receivables are from participants in the petroleum and natural gas sector, and collection of the outstanding balances can be
impacted by industry factors such as commodity price fluctuations, limited capital availability and unsuccessful drilling
programs. The Corporation does not typically obtain collateral from petroleum and natural gas marketers or partners in
jointly owned assets; however the Corporation can cash call for major projects and does have the ability, in most cases, to
withhold production from these partners in the event of non-payment.
Derivative contracts can consist of commodity, interest rate and foreign exchange contracts used to manage the
Corporation’s exposure to fluctuations in commodity prices, interest rates and the exchange rate between United States
and Canadian dollars. The Corporation manages the credit risk exposure related to derivative assets by selecting investment
grade counterparties and by not entering into contracts for trading or speculative purposes.
The carrying amount of accounts receivable and fair value risk management contracts, when outstanding, represents the
maximum credit exposure. As at December 31, 2017 and 2016, the Corporation’s accounts receivables consisted of
petroleum and natural gas marketers, receivables from partners in jointly owned assets and the fair value of risk
management contracts. As at December 31, 2017 and 2016, the Corporation’s accounts receivables were all current (less
than 90 days).

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 they 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. To manage liquidity risk, the Corporation will seek to issue equity, issue debt or
operate within cash flow.

Capital Management
The Corporation’s objective when managing capital is to maintain a flexible capital structure that will allow it to execute on
its capital expenditure program, which includes expenditures on oil and gas activities that may or may not be successful.
Therefore, the Corporation monitors the level of risk incurred in its capital expenditures to balance the proportion of debt
and equity in its capital structure. The Corporation’s share structure includes owners’ net investment and working capital.
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 new debt.
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15.

SUPPLEMENTAL INFORMATION
The table below provides supplemental information for the statement of cash flows:
(thousands of dollars)

December 31,
2017

December 31,
2016

Changes in non-cash working capital
Accounts receivable

$

(58)

Prepaid expenses and deposits
Accounts payable and accrued liabilities

$

(212)

37

(59)

(1,426)

2,189

$

(1,447)

$

1,918

$

110

$

(65)

$

(1,447)

$

1,918

Changes relating to
Operating activities
Investing activities

16.

(1,557)

1,983

COMMITMENTS
(thousands of dollars)
2018
Operating Leases

$

6

$

20

Firm transportation
Total

2019
$

14

1

2020
$

10
$

11

-

2021
$

6
$
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6

-

2022
$

4
$

4

-

Thereafter
$

3
$

3

-

Total
$

10
$

10

7
47

$

54

Interim Condensed Carve-Out Financial Statements of

Briko Energy Corp.
(formerly 2136884 Alberta Ltd.)
Assets and Operations from Ikkuma
Resources Corp.
For the period ended June 30, 2018

INTERIM CONDENSED CARVE-OUT STATEMENTS OF FINANCIAL POSITION
(Expressed in thousands of Canadian dollars; unaudited)

As At:

June 30, 2018

December 31, 2017

ASSETS
Current assets
Accounts receivable

$

1,410

$

270

Prepaid expenses and deposits

71

22

Fair value of risk management contracts

64

13

1,545

305

(Note 9)

Non-current assets
Exploration and evaluation

(Note 6)

1,498

1,498

Property, plant and equipment

(Note 7)

24,228

24,683

Total Assets

$

27,271

$

26,486

$

1,517

$

763

LIABILITIES AND OWNERS’ NET INVESTMENT
Current liabilities
Accounts payable and accrued liabilities
Fair value of risk management contracts

(Note 9)

724

-

2,241

763

Non-current liabilities
Fair value of risk management contracts

(Note 9)

152

-

Decommissioning obligation

(Note 8)

9,423

9,319

9,575

9,319

15,455

16,404

Owners’ net investment
Owners’ net investment
Total Liabilities and Owners’ Net Investment

Commitments

$

27,271

(Note 10)

The accompanying notes are an integral part of these interim condensed carve-out financial statements.

On behalf of the Board
“Signed”

M.G. Kohut
Director
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$

26,486

INTERIM CONDENSED CARVE-OUT STATEMENTS OF LOSS AND COMPREHENSIVE
LOSS
(Expressed in thousands of Canadian dollars; unaudited)

Three months ended June 30
2018
2017

Six months ended June 30
2018
2017

Revenues
Petroleum and natural gas

(Note 5) $

Royalties

2,383

$

157

$

4,168 $

605

(539)

(14)

(983)

(42)

1,844

143

3,185

563

(131)

-

(130)

-

(581)

2

(825)

6

108

-

108

-

1,240

145

2,338

569

Operating

830

187

1,827

400

Transportation

Realized gain (loss) on risk management
contracts
Unrealized gain (loss) on risk management
contracts
Other income

Expenses
140

27

235

73

General and administrative

61

10

107

23

Share-based compensation

12

-

20

-

382

97

738

271

1,425

321

2,927

767

(185)

(176)

(589)

(198)

(53)

(7)

(104)

(14)

(238)

(183)

(693)

(212)

-

(48)

-

518

(238)

(135)

(693)

(730)

Depletion and depreciation

(Note 7)

Loss from operations
Finance expense

(Note 8)

Loss before taxes
Taxes
Deferred income tax expense (recovery)

Loss and comprehensive loss

$

The accompanying notes are an integral part of these interim condensed carve-out financial statements.
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INTERIM CONDENSED CARVE-OUT STATEMENTS OF CHANGES IN OWNERS’ NET
INVESTMENT
(Expressed in thousands of Canadian dollars)

Total owners’ net investment

Balance at December 31, 2016

$

Net contributions from Ikkuma Resources Corp.

8,985
11,031

Net loss

(730)

Balance at June 30, 2017

$

Net contributions from Ikkuma Resources Corp.

19,286
15,254

Share-based compensation

11

Net loss

(18,147)

Balance at December 31, 2017

$

Net contributions from Ikkuma Resources Corp.

16,404
(285)

Share based compensation

29

Net loss

(693)

Balance at June 30, 2018

$

The accompanying notes are an integral part of these interim condensed carve-out financial statements.
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15,455

INTERIM CONDENSED CARVE-OUT STATEMENTS OF CASH FLOWS
(Expressed in thousands of Canadian dollars; unaudited)

Three months ended June 30
2018
2017

Six months ended June 30
2018
2017

Operating activities
Net loss

$

(238)

$

(135)

$

(693)

$

(730)

Depletion and depreciation

382

97

738

271

Share-based compensation

12

-

20

-

581

(2)

825

(6)

53

7

104

14

-

(83)

-

144

(405)

(62)

(218)

98

385

(178)

776

(209)

(85)

5,475

(285)

11,031

(85)

5,475

(285)

11,031

(50)

(1,876)

(274)

(9,441)

(250)

(3,421)

(217)

(1,381)

(300)

(5,297)

(491)

(10,822)

Change in cash and cash equivalents

-

-

-

-

Cash & cash equivalents, beginning of period

-

-

-

-

Unrealized loss (gain) on risk management
contracts
Accretion
Deferred tax expense (recovery)
Changes in non-cash working capital
Cash provided by (used in) operating activities

Financing activities
Owners’ net investment
Cash provided by (used in) financing activities

Investing activities
Property, plant and equipment expenditures
Changes in non-cash working capital
Cash used in investing activities

Cash & cash equivalents, end of period

$

-

$

-

$

The accompanying notes are an integral part of these interim condensed carve-out financial statements.
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NOTES TO THE INTERIM CONDENSED CARVE-OUT FINANCIAL STATEMENTS
For the three and six months ended June 30, 2018 and 2017.
(Expressed in thousands of Canadian dollars; unaudited)
1.

REPORTING ENTITY
On August 23, 2018, Pieridae Energy Limited (the “Purchaser”) and Ikkuma Resources Corp. (“Ikkuma”) entered into an
arrangement agreement (the “Arrangement”), whereby the Purchaser will acquire all of the issued and outstanding shares
of Ikkuma in exchange for 0.1926 of a common share of Pieridae for each Ikkuma common share. Additionally, Ikkuma
shareholders will receive 0.1 of a share of Briko Energy Corp. (the “Corporation” or “Briko”) for each Ikkuma common share
and 0.1 of a common share purchase warrant (“Warrant”) of Briko for each Ikkuma common share. Each whole Warrant
will entitle the holder to acquire one common share of Briko at an exercise price of $1.10 per share at any time on or before
90 days following the closing of the Arrangement. Pursuant to the Arrangement and the conveyance agreement entered
into between Ikkuma and Briko on September 21, 2018, Ikkuma transferred certain Cardium light oil focussed properties
and associated infrastructure assets (the “Cardium Oil Properties”) to Briko in exchange for the common shares and
Warrants of Briko.
The principal address of Briko is located at 2700, 605 – 5th Avenue S.W. Calgary, AB, T2P 3H5. The registered address of
Briko is located at 1900, 520-3rd Avenue S.W. Calgary, AB, T2P 0R3. Briko was incorporated under the Business Corporations
Act (Alberta) on August 13, 2018 as 2136884 Alberta Ltd. On September 11, 2018, Articles of Amendment were filed to
change the name of the Corporation to Briko Energy Corp.

2.

BASIS OF PRESENTATION
These interim condensed carve-out financial statements for the three and six months ended June 30, 2018 and 2017 (“Carveout Financial Statements”) have been prepared following the same basis of measurement, critical accounting judgements
and estimates and accounting policies as summarized in notes 3, 4 and 5, respectively, to the audited carve-out financial
statements of Briko for the years ended December 31, 2017 and 2016 as included in Appendix D of the information circular
and proxy statement of Ikkuma with respect to the Arrangement dated October 18, 2018. They do not include all of the
required disclosures for annual financial statements and therefore should be read in conjunction with the Annual carve-out
financial statements and the notes thereto. The Carve-out Financial Statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) and were authorized for issuance by the Board of Directors of Briko on
October 12, 2018. The Carve-out Financial Statements are based on the terms of the Arrangement and present the historic
carve-out financial position, results of operations, changes in owners’ net investment and cash flows of the Cardium Oil
Properties transferred to Briko. The data presented in these Carve-out Financial Statements is derived from the accounting
records of Ikkuma. The Carve-out Financial Statements consist of statements of financial position, statements of loss and
comprehensive loss, statements of changes in owners’ net investment and statement of cash flows.
The Carve-out Financial Statements are presented in Canadian dollars, which is the functional currency for both Briko and
Ikkuma.

3.

CHANGES IN ACCOUNTING POLICIES
The Corporation has applied the following new and revised accounting pronouncements in preparing the June 30, 2018
Carve-out Financial Statements. The Corporation has not early adopted any standard, interpretation or amendment that
has been issued but is not yet effective.
IFRS-9 Financial Instruments
As of January 1, 2018, the Corporation has adopted IFRS-9 Financial Instruments, which is the result of the first phase of the
IASB project to replace IAS-39 Financial Instruments: Recognition and Measurement. The new standard replaces the current
multiple classification and measurement models for financial assets and liabilities with a single model that has two
classification categories: amortized cost and fair value. The classification of financial assets under IFRS 9 is generally based
on the business model for managing the financial assets and the financial asset’s contractual cash flow characteristics. IFRS-

P a g e |5

NOTES TO THE INTERIM CONDENSED CARVE-OUT FINANCIAL STATEMENTS
9 eliminates the previous IFRS-39 categories of held to maturity, loans and receivables and available for sale. The new
standard introduces changes to hedge accounting requirements to align accounting with an entity’s risk management
activities.
The transition to IFRS-9 had no material effect on the Corporation’s financial statements. Cash and cash equivalents, if any,
accounts receivables and accounts payables continue to be measured at amortized cost and are now classified as amortized
cost. Briko does not currently apply hedge accounting to its financial instrument contracts.
IFRS-15 Revenue from Contracts with Customers
As of January 1, 2018, the Corporation has adopted IFRS-15 Revenue from Contracts with Customers. The standard replaces
IAS-11 Construction Contracts; IAS-18 Revenue, IFRIC-13 Customer Loyalty Programmes, IFRIC-15 Agreements for the
Construction of Real Estate, IFRIC-18 Transfers of Assets from Customers and SIC-31 Revenue-Barter Transactions Involving
Advertising Services. The standard dictates the recognition and measurement requirements for reporting the nature,
amount, timing and uncertainty of revenue resulting from an entity’s contracts with customers. The Corporation adopted
IFRS-15 via the modified retrospective adoption approach effective January 1, 2018. Briko has reviewed its revenue streams
and underlying contracts with customers using the IFRS 15 five-step model, which did not result in any changes to the
comparative period or the opening deficit.
Revenue Recognition Policy
Revenue from the sale of petroleum and natural gas is measured based on the consideration specified in contracts with
customers. The Corporation recognizes revenue when it transfers control of the product to the buyer. This is generally at
the time the customer obtains legal title to the product and when it is physically transferred to the custody transfer point
agreed with the customer, often terminals, pipelines or other transportation methods.
The Corporation evaluates its arrangements with 3rd parties and partners to determine if the Corporation acts as the
principal or as an agent. In making this evaluation, management considers if the Corporation obtains control of the product
delivered, which is indicated by the Corporation having the primary responsibility for the delivery of the product, having the
ability to establish prices or having inventory risk. If the Corporation acts in the capacity of an agent rather than as a principal
in a transaction, then the revenue is recognized on a net-basis, only reflecting the fee, if any, realized by the Corporation
from the transaction.

4.

FUTURE ACCOUNTING POLICIES
As of January 1, 2019, the Corporation will be required to adopt IFRS-16 Leases. For lessees applying the new standard, a
single recognition and measurement model for leases would be adopted and would require recognition of assets and
liabilities for most leases. The standard may be applied retrospectively or by using a modified retrospective approach. Briko
is in the process of identifying and gathering contracts impacted by the new standard. It is anticipated that the adoption of
IFRS-16 will have an impact on the Corporation’s statement of financial position.
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5.

PETROLEUM AND NATURAL GAS REVENUE
The Corporation’s major revenue sources are comprised of sales from the production of light oil, natural gas, natural gas
liquids (“NGLs”) and sulphur. The sale of these products is recognized when control of the product transfers to the customer
and the cash collection is reasonably probable, upon delivery of the product. The sale of produced commodities are under
contracts of varying terms of up to one year. Revenues are typically collected on the 25th day of the month following
production. Product sales are based on fixed or variable price contracts. Transaction prices for variable priced contracts are
based on benchmark commodity prices and other variable factors, including quality differentials and location.
Gross Revenue

Three months ended June 30
2018
2017

(thousands of dollars)

Six months ended June 30
2018
2017

Major product lines
Light oil

$

1,639

$

135

$

2,869

$

570

Natural gas

343

11

708

21

NGLs

401

11

589

14

-

-

2

-

Sulphur
Petroleum and natural gas revenue

$

2,383

$

157

$

4,168

$

605

The Corporation generates gas processing income for fees charged to third parties provided at facilities where Briko
has an ownership interest. This revenue is classified as ‘other income’ on the condensed interim statement of loss and
comprehensive loss.

6.

EXPLORATION AND EVALUATION
(thousands of dollars)
At December 31, 2016

$

1,539

$

1,498

Transfers to property, plant and equipment

(41)

At December 31, 2017 and June 30, 2018

Exploration and evaluation (“E&E”) assets consist of the Corporation’s undeveloped land, seismic and exploration
projects that are pending the determination of technical feasibility and commercial viability.

7.

PROPERTY, PLANT AND EQUIPMENT
Cost
(thousands of dollars)
At December 31, 2016

$

Additions

12,048
17,409

Acquisitions

8,736

Transfers from exploration and evaluation

41

Change in decommissioning obligations

6,669

At December 31, 2017

44,903

Additions

283

At June 30, 2018

$
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Accumulated Depletion and Depreciation
(thousands of dollars)
At December 31, 2016

$

Depletion and depreciation

150
570

Impairment

19,500

At December 31, 2017

20,220

Depletion and depreciation

738

At June 30, 2018

$

20,958

At December 31, 2017

$

24,683

At June 30, 2018

$

24,228

Net Book Value
(thousands of dollars)

Depletion
At June 30, 2018, future development costs of Briko’s proved plus probable reserves of $18.2 million were included in the
depletion calculations (December 31, 2017, $18.2 million). Residual value of $1.4 million (December 31, 2017, $1.4 million)
was excluded from the depletion calculations.
At June 30, 2018 it was determined that no impairment indicators existed on the Corporation’s cash generating units and
therefore no impairment tests were performed.

8.

DECOMMISSIONING OBLIGATION
(thousands of dollars)

Six months ended
June 30, 2018

Decommissioning obligation, beginning of period

$

9,319

Year ended
December 31, 2017
$

864

Obligation incurred

-

466

Obligation acquired

-

1,748

Change in estimated future cash outflows

-

227

-

5,976

104

38

Change in discount rate on acquisition
Accretion expense
Decommissioning obligation, end of period

$

9,423

$

9,319

The Corporation’s decommissioning obligations result from net ownership interests in petroleum and natural gas assets
including well sites and processing facilities. The Corporation estimates the total undiscounted amount of cash flows
required to settle its decommissioning obligations is approximately $14.0 million (December 31, 2017 – $14.0 million).
As at June 30, 2018, a risk free rate of 2.26% (December 31, 2017 – 2.26%) and an inflation rate of 2.0% (December 31,
2017 – 2.0 %) was used to calculate the fair value of the decommissioning obligations.

9.

FINANCIAL RISK MANAGEMENT
It is the Corporation’s policy to economically hedge some oil and natural gas sales through the use of various financial
forward sales risk management contracts. The Corporation does not apply hedge accounting for these contracts. The
Corporation’s production is sold using “spot” or near term contracts, with prices fixed at the time of transfer of custody or
on the basis of a monthly average market price. Briko does not enter into commodity contracts other than to meet the
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Corporation’s expected sales requirements. The commodity contracts included are the full contracts that were allocated to
Briko based on production volumes.
The fair value of options and costless collars is based on option models that use published information with respect to
volatility, prices and interest rates. These instruments are considered level two under the fair value hierarchy. The fair value
of forward contracts and swaps is determined by discounting the difference between the contracted prices and published
forward price curves as at the date of the statement of financial position, using the remaining contracted oil and natural gas
volumes and a risk-free interest rate (based on published government rates).
At June 30, 2018 the Corporation held risk management commodity contracts in place through Ikkuma as follows:
Natural Gas (AECO $Cdn)
Remaining Term

Option Traded

Volume (GJ/d)

Strike Price

(1)

2,500

$2.80

July 1, 2018 - December 31, 2018

Call option - sold

2,500

$2.80

July 1, 2018 - December 31, 2018

Fixed price swap

5,000

$2.70

July 1, 2018 - December 31, 2018

Fixed price swap

5,500

$2.72

November 1, 2018 - March 31, 2019

Fixed price swap

10,000

$1.89

Jan 1, 2019 - December 31, 2019

Call option - sold

6,000

$3.00

Jan 1, 2019 - December 31, 2019

Call option - sold

7,000

$3.00

July 1, 2018 - December 31, 2018

(1)

Fixed price swap

This contract has a European option whereby if the price on settlement each month exceeds $2.80/GJ the contract double to
5,000 GJ @ $2.80.

Natural Gas (NYMEX $Cdn)
Remaining Term
Jan 1, 2019 - December 31, 2019

Option Traded

Volume (MMBtu/d)

Strike Price

Fixed price swap

10,000

$3.69

At June 30, 2018, a 10% decrease to the natural gas price outlined in the contracts above would result in an approximate nil
increase in net loss (June 30, 2017 – nil).
Light Oil (WTI $Cdn)
Remaining Term

Option Traded

Volume (bbl/d)

July 1, 2018 - December 31, 2018

Call option - sold

200

Strike Price
$77.50

Jan 1, 2019 - June 30, 2019

Fixed price swap

100

$80.60

Jan 1, 2019 - December 31, 2019

Fixed price swap

100

$80.00

The following table provides a summary of how risk management contracts allocated to the Corporation are classified on
the statement of financial position:
(thousands of dollars)
As at:

June 30, 2018

Current assets

$

64

Current liabilities

(724)

Non-current liabilities

(152)

Net fair value of risk management contracts

$
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(812)

December 31, 2017
$

13
-

$

13

NOTES TO THE INTERIM CONDENSED CARVE-OUT FINANCIAL STATEMENTS
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 they 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. To manage liquidity risk, the Corporation will seek to issue equity, issue debt or
operate within cash flow.

Capital Management
The Corporation’s objective when managing capital is to maintain a flexible capital structure that will allow it to execute on
its capital expenditure program, which includes expenditures on oil and gas activities that may or may not be successful.
Therefore, the Corporation monitors the level of risk incurred in its capital expenditures to balance the proportion of debt
and equity in its capital structure. The Corporation’s share structure includes owners’ net investment and working capital.
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 new debt.

10.

COMMITMENTS
(thousands of dollars)
2018
Operating Leases

$

Firm transportation
Total

9

2019
$

86
$

95

5

2020
$

171
$

176

-

2021
$

95
$

95
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-

2022
$

42
$

42

-

Thereafter
$

34
$

34

-

Total
$

102
$

102

14
530

$

544

SCHEDULE C
UNAUDITED PRO FORMA FINANCIAL STATEMENTS
IN RESPECT OF THE EXPLORECO ASSETS

D-C-1

Pro Forma Financial Statements of

BRIKO ENERGY CORP.
(formerly 2136884 Alberta Ltd.)
As at and for the six months ended June 30, 2018
and for the year ended December 31, 2017

BRIKO ENERGY CORP.
(formerly 2136884 Alberta Ltd.)
Pro Forma Statement of Financial Position
As at June 30, 2018
(Unaudited)
($000’s)

Briko Energy

Briko Carve-Out
Assets

Adjustments
(note 2a)

Pro Forma
Briko Energy

Notes

Assets
Current assets:
Accounts receivable
Prepaid expenses and deposits
Fair value of risk management contracts

$

Property, plant and equipment
Exploration and evaluation
$

-

$

$

1,410
71
64
1,545
24,228
1,498
27,271

$

$

-

$

-

$

1,410
71
64
1,545
24,228
1,498
27,271

Liabilities
Current liabilities:
Accounts payable and accrued liabilities
Fair value of risk management contracts

$

Fair value of risk management contracts
Decommissioning obligations

Shareholders’ equity
Share capital
Owners’ net investment

$
See accompanying notes to pro forma financial statements.

-

$

1,517
724
2,241

$

100
100

2(b)

$

1,617
724
2,341

-

152
9,423

-

152
9,423

-

9,575

-

9,575

-

-

-

15,455
15,455

-

$

27,271

15,455
(100)
(15,455)
(100)
$

-

2(c)
2(b)
2(c)

15,355
15,355
$

27,271

BRIKO ENERGY CORP.
(formerly 2136884 Alberta Ltd.)
Pro Forma Statement of Loss
Six months ended June 30, 2018
(Unaudited)
($000’s, except per share amounts)

Briko Energy
Revenues:
Petroleum and natural gas
Royalties

$

Realized loss on risk
management contracts
Unrealized loss on risk
management contracts
Other income

Expenses:
General and administrative
Operating
Transportation
Finance expense
Share-based compensation
Depletion and depreciation

Loss before taxes
Deferred income tax recovery
Net loss

-

Briko Carve-Out
Assets

$

Net loss per share (note 3):
Basic
Diluted
See accompanying notes to pro forma financial statements.

$

-

Pro Forma
Briko Energy

Notes

$

4,168
(983)
3,185

-

(130)

-

(130)

-

(825)
108
2,338

-

(825)
108
2,338

-

107
1,827
235
104
20
738

-

107
1,827
235
104
20
738

-

3,031

-

3,031

-

$

4,168
(983)
3,185

Adjustments

-

(693)

$

(693)

-

$

-

(693)

$

$
$

(693)

(0.06)
(0.06)

BRIKO ENERGY CORP.
(formerly 2136884 Alberta Ltd.)
Pro Forma Statement of Loss
For the year ended December 31, 2017
(Unaudited)
($000’s except per share amounts)

Briko Energy
Revenues:
Petroleum and natural gas
Royalties

$

Realized gain on risk
management contracts
Unrealized gain on risk
management contracts

Expenses:
General and administrative
Operating
Transportation
Finance expense
Impairment
Acquisition costs
Share-based compensation
Depletion and depreciation

Loss before taxes
Deferred income tax recovery
Net loss

$

Net loss per share (note 3):
Basic
Diluted
See accompanying notes to pro forma financial statements.

-

Briko Carve-Out
Assets

$

1,262
(69)
1,193

Adjustments

$

-

Notes

Pro Forma
Briko Energy

$

1,262
(69)
1,193

-

11

-

11

-

17
1,221

-

17
1,221

-

56
909
145
38
19,500
540
6
570

-

56
909
145
38
19,500
540
6
570

-

21,764

-

21,764

-

(20,543)

-

(20,543)

-

$

(1,666)
(18,877)

$

-

$

(1,666)
(18,877)

$
$

(1.68)
(1.68)

BRIKO ENERGY CORP.
(formerly 2136884 Alberta Ltd.)
Notes to Pro Forma Financial Statements
As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

1. BASIS OF PRESENTATION:
The accompanying unaudited pro forma statement of financial position of Briko Energy Corp. (the
"Corporation" or "Briko") as at June 30, 2018 and the unaudited pro forma statements of loss for
the six months ended June 30, 2018 and the year ended December 31, 2017 (the "pro forma
statements") have been prepared to reflect the plan of arrangement whereby Pieridae Energy Ltd.
(“Pieridae”) acquires all of the issued and outstanding common shares of Ikkuma Resources
Corp. (“Ikkuma”). In accordance with the plan of arrangement, Ikkuma conveyed certain cardium
light oil focussed properties and associated infrastructure assets (the “Briko Carve-Out Assets”) to
Briko in exchange for shares and warrants of Briko (the “Arrangement”) on September 21, 2018.
Ikkuma shareholders will vote on the above noted plan of arrangement at the Ikkuma Special
Meeting to be held on December 17, 2018.
The unaudited pro forma statements gives pro forma effect to the Arrangement, specifically the
conveyance of the Briko Carve-Out Assets in exchange for shares and warrants, in accordance
with National Instrument 51-102 Continuous Disclosure Obligations by applying pro forma
adjustments to Briko’s and the Briko Carve-Out Assets historical financial statements. The pro
forma statement of financial position as at June 30, 2018 gives effect to the Arrangement and
assumptions described herein as if they had occurred on June 30, 2018. The pro forma
statements of net loss for the six months ended June 30, 2018 and the year ended December 31,
2017 give effect to the Arrangement and assumptions described herein as if they had occurred on
January 1, 2017. The accounting policies used in the preparation of the pro forma statements are
those set out in Briko’s audited carve-out financial statements as at and for the year ended
December 31, 2017 and Briko’s unaudited interim condensed carve-out financial statements as at
and for the six months ended June 30, 2018, which were prepared in accordance with
International Financial Reporting Standards ("IFRS") The pro forma information has been
prepared from information derived from and should be read in conjunction with:
x

Briko Energy Corp’s (formerly 2136884 Alberta Ltd.) audited financial statements at as
August 31, 2018 and for the period from incorporation on August 13, 2018 to August 31,
2018, together with the accompanying notes;

x

Briko Energy Corp’s audited carve-out financial statements related to the Briko Carve-Out
Assets as at December 31, 2017 and for the year ended December 31, 2017, together
with the accompanying notes; and

x

Briko Energy Corp’s unaudited interim condensed carve-out financial statements related
to Briko Carve-Out Assets as at June 30, 2018 and for the six months ended June 30,
2018, together with the accompanying notes.

The unaudited pro forma statements may not be indicative of the results that actually would have
occurred if the events reflected therein had been in effect on the dates indicated or of the results
which may be obtained in the future. In preparing these unaudited pro forma statements, no
adjustments have been made to reflect the operating synergies and administrative cost savings
that could result from the operations of the combined assets.

2. PRO FORMA UNAUDITED STATEMENT OF FINANCIAL POSITION ADJUSTMENTS:

BRIKO ENERGY CORP.
(formerly 2136884 Alberta Ltd.)
Notes to Pro Forma Financial Statements, Page 2
As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

The pro forma statement of financial position gives effect to the following transactions and
assumptions:
a) Under the Arrangement Briko will issue common shares and warrants in exchange for the
Briko Carve-Out Assets, such that Ikkuma shareholders will receive in exchange for each
Ikkuma common share:
i.

0.1 of a common share of Briko;

ii.

0.1 of a common share purchase warrant of Briko.

In exchange, Briko will acquire the Briko Carve-Out Assets from Ikkuma which will be
recorded at Ikkuma’s previous cost based on continuity of interest accounting.
The carve-out of the assets and liabilities from Ikkuma to Briko is a common control
transaction as the assets and liabilities will be controlled by the same party before and
after the Arrangement. As a result, the assets and liabilities will be recorded in Briko at the
predecessor book value of Ikkuma. The difference between the assumed fair value of the
shares expected to be issued and the book value of the assets acquired has been
recorded in owners’ net investment in the pro forma statements of financial position.
b) Increase of $0.1 million in accounts payable and accrued liabilities to accrue for Briko’s
portion of the estimated costs to complete the Arrangement.
c) The amount of Ikkuma’s net investment in Briko, which was recorded in Brikos owners’
net investment, is reclassified to share capital to correspond to the common share and
warrants issued under the conveyance.
3. NET LOSS PER SHARE:
Pro forma amounts at June 30, 2018 and December 31, 2017 are as follows:
(000’s)
Net loss

June 30, 2018
$
(693)

December 31, 2017
$ (18,877)

Weighted average shares outstanding:
Briko shares issued to Ikkuma shareholders
Briko shares issued on exercise of Ikkuma options
Basic and diluted

10,933
273
11,206

10,933
273
11,206

Net loss per share:
Basic and diluted:

($0.06)

($1.68)

The warrants issued pursuant to the Arrangement have been excluded from dilution loss per
share calculations as they are anti-dilutive.

SCHEDULE D
MANAGEMENT’S DISCUSSION AND ANALYSIS
IN RESPECT OF THE EXPLORECO ASSETS

D-D-1

Management’s Discussion & Analysis

Briko Energy Corp.
(formerly 2136884 Alberta Ltd.)
Assets and Operations from Ikkuma
Resources Corp.
For the three and six months ending June 30, 2018 and June 30, 2017

The following management discussion complements and supplements the unaudited interim condensed carve-out
financial statements as at June 30, 2018 and for the three and six months ended June 30, 2018 and 2017 of Briko
Energy Corp. (formerly 2136884 Alberta Ltd.) (“Briko” or the “Corporation”). The management’s discussion and
analysis (“MD&A”) should be read in conjunction with the unaudited interim condensed carve-out financial
statements and the audited carve-out financial statements and related notes for the years ended December 31,
2017 and December 31, 2016. The unaudited interim condensed carve-out financial statements and the audited
carve-out financial statements have been derived from the accounting records of Ikkuma Resources Corp.
(“Ikkuma”) and should also be read in conjunction with Ikkuma’s historical annual and interim financial statements
and Ikkuma’s annual information form for the years ended December 31, 2017 and 2016. Ikkuma’s historical annual
and interim financial statements are available at www.sedar.com under Ikkuma’s SEDAR profile.
The unaudited interim condensed carve-out financial statements and audited carve-out financial statements of Briko
are prepared based on the proposed terms of the arrangement agreement (the “Arrangement”), whereby Pieridae
Energy Ltd. (“Pieridae”) will acquire all of the issued and outstanding shares of Ikkuma in exchange for 0.1926 of a
common share of Pieridae for each Ikkuma common share. Additionally, Ikkuma shareholders will receive 0.1 of a
share of Briko for each Ikkuma common share and 0.1 of a common share purchase warrant of Briko for each Ikkuma
common share. The carve-out financial statements reflect the assets and operations to be conveyed to Briko
consisting of certain Cardium oil properties and associated infrastructure in exchange for the shares and warrants
of Briko. This MD&A discusses those operations and financial results.
Management is responsible for the integrity of the information contained in this MD&A and for consistency between
the MD&A and the unaudited interim condensed carve-out financial statements. In preparing these statements,
estimates, judgements and allocations were necessary and management believes these have been based on careful
judgements and are properly presented. The unaudited interim condensed carve-out financial statements have
been prepared using policies and procedures established by management and fairly reflect Briko’s financial position,
results of operations, changes in owners’ net investment and cash flow from operations. In this MD&A, unless
otherwise indicated, all monetary amounts are in Canadian dollars as are all references to “$”. Where amounts have
been expressed on a barrel of oil equivalent (boe) basis, natural gas volumes have been converted to oil equivalence
at 6,000 cubic feet of gas to 1 barrel of oil. This conversion ratio of 6:1 is based on an energy-equivalent conversion
for the individual products, primarily applicable at the burner tip, and does not represent a value equivalency at the
wellhead. Such disclosures of boe may be misleading, particularly if used in isolation. Readers should be aware that
historical results are not necessarily indicative of future performance.
Briko’s Board of Directors have reviewed and approved the unaudited interim condensed carve-out financial
statements and MD&A as at June 30, 2018 and for the three and six months ended June 30, 2018 and 2017. This
MD&A is dated October 12, 2018.

NON-IFRS MEASURES
FUNDS FROM OPERATIONS AND ADJUSTED FUNDS FLOW
Two of the benchmarks Briko uses to evaluate its performance are “funds flow from (used in) operations” and
“adjusted funds flow”, which are separate and distinct from “cash provided by (used in) operating activities”. Funds
flow from (used in) operations and adjusted funds flow are non-IFRS measures that are commonly used in the oil
and gas industry. Funds flow from (used in) operations represent cash provided by operating activities before
changes in operating non-cash working capital. Adjusted funds flow represent 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 (used in)
operations or adjusted funds flow should not be considered an alternative to or more meaningful than cash provided
by (used in) operating activities as determined in accordance with IFRS as an indicator of the Corporation’s
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performance. Briko’s determination of funds flow from (used in) operations or adjusted funds flow may not be
comparable with that of other companies. The following table reconciles Briko’s cash provided by (used in) operating
activities to funds flow from (used in) operations and adjusted funds flow:
(thousands of dollars)

Three months ended
June 30
2018

Cash provided by (used in) operating activities

$

Changes in non-cash working capital balances relating to operating activities
Funds from (used in) operations

$

$

$

(178)

2018
$

776 $

62

790

$

-

Adjusted funds flow

June 30

2017

385
405

Decommissioning obligation expenditures

Six months ended

June 30

(116)

218
$

994 $

-

790

$

(116)

June 30
2017
(209)
(98)
(307)

$

994 $

(307)

WORKING CAPITAL
Net working capital deficiency (surplus) includes total current assets and current liabilities excluding short-term
derivative assets and liabilities related to the Corporation’s risk management activities.
OPERATING NETBACK, OPERATING INCOME AND NET OPERATING EXPENSE
Management uses certain industry benchmarks such as operating netback, operating income and net operating
expense 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 petroleum 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
expense is 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.

RESULTS OF OPERATIONS
PRODUCTION
Three months ended

Six months ended

June 30

June 30

June 30

June 30

2018

2017

2018

2017

2,757

38

2,557

37

237

26

217

53

NGLs (bbls/d)

69

3

54

2

Total boe/d

765

36

697

61

Natural gas (mcf/d)
Light oil (bbls/d)

Total production for the three and six months ended June 30, 2018 was higher than the comparable periods in 2017
due to the increased production associated with the December 21, 2017 acquisition of certain natural gas assets in
the Foothills of Alberta (the “Foothills Acquisition”). The Foothills Acquisition contributed 740 boe/d and 667 boe/d
for the three and six months ended June 30, 2018, respectively.

P a g e |2

PETROLEUM AND NATURAL GAS REVENUE
(thousands of dollars, except prices)

Three months ended

Six months ended

June 30

June 30

June 30

June 30

2018

2017

2018

2017

Revenue
Natural gas

$

Light oil
NGLs
Sulphur
Total

343

$

10

$

$

21

135

2,868

570

401

12

589

14

1
$

709

1,638

2

2,383

$

1.36

$

157

$

3.18

$

4,168

$

1.53

$

605

Realized Prices
Natural gas ($/mcf)

$

Light oil ($/bbl)

76.13

NGLs ($/bbl)
Average price per boe

56.34

63.80

73.10

41.84

3.23
59.11

60.10

43.58

$

34.21

$

48.60

$

33.02

$

54.71

$

80.63

$

61.56

$

75.90

$

62.61

Benchmark Pricing
Edmonton Par (Cdn $/bbl)
Natural gas – AECO (7A) monthly index (Cdn $/mcf)
Natural gas – AECO (5A) daily index (Cdn $/mcf)

1.02
$

1.18

2.76
$

2.77

1.43
$

1.62

2.84
$

2.73

Total revenue for the three and six months ending June 30, 2018 was higher than the comparable periods in 2017
due to the increased production period over period.
Briko’s realized light oil price for the three and six months ended June 30, 2018 increased 35% and 24% over the
same periods of 2017, respectively. This increase is consistent with the strengthening of the Edmonton Par reference
price for the same periods. Briko’s realized oil price for the three and six months ending June 30, 2018 was 94% and
96% of the Edmonton Par reference price, respectively.
Briko’s realized natural gas price for the three and six months ended June 30, 2018 decreased 57% and 53% over the
same periods of 2017, respectively. The decrease is consistent with the weakening of both the daily and monthly
AECO indexes, the Corporation’s benchmark pricing.
RISK MANAGEMENT CONTRACTS
(thousands of dollars, except per boe)

Realized gain (loss) on financial instruments

Three months ended

$

Per boe
Unrealized gain (loss) on financial instruments
Per boe

June 30

June 30

June 30

June 30

2018

2017

2018

2017

(131)

$

(1.88)
$

Six months ended

(581)
(8.34)

-

$

$

2
0.52

(130)

$

(1.03)
$

(825)
(6.54)

-

$

6
0.55

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, swaps and call options
to limit exposure to fluctuations in commodity prices while allowing for participation in commodity price increases.
These contracts as allocated to Briko had the following impact on the statement of loss and comprehensive loss:
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At June 30, 2018 the Corporation held the following risk management commodity contracts through Ikkuma:
Natural Gas (AECO $Cdn)
Remaining Term

Option Traded

Volume (GJ/d)

Strike Price

July 1, 2018 - December 31, 2018

Fixed price swap(1)

2,500

$2.80

July 1, 2018 - December 31, 2018

Call option - sold

2,500

$2.80

July 1, 2018 - December 31, 2018

Fixed price swap

5,000

$2.70

July 1, 2018 - December 31, 2018

Fixed price swap

5,500

$2.72

November 1, 2018 - March 31, 2019

Fixed price swap

10,000

$1.89

Jan 1, 2019 - December 31, 2019

Call option - sold

6,000

$3.00

Jan 1, 2019 - December 31, 2019

Call option - sold

7,000

$3.00

(1)

This contract has a European option whereby if the price on settlement each month exceeds $2.80/GJ the contract doubles to 5,000 GJ
@ $2.80.

Natural Gas (NYMEX $Cdn)
Remaining Term
Jan 1, 2019 - December 31, 2019

Option Traded

Volume (MMBtu/d)

Strike Price

Fixed price swap

10,000

$3.69

Volume (bbl/d)

Strike Price

Light Oil (WTI $Cdn)
Remaining Term

Option Traded

July 1, 2018 - December 31, 2018

Call option - sold

200

$77.50

Jan 1, 2019 – June 30, 2019

Fixed price swap

100

$80.60

Jan 1, 2019 - December 31, 2019

Fixed price swap

100

$80.00

Briko has been assigned interest in Ikkuma’s risk management contracts based on Briko’s share of the total Ikkuma
production volumes in the period. The unrealized gain or loss then determined the fair value of the contract at the
period end dates.
ROYALTIES
(thousands of dollars, except per boe)

Royalties

Three months ended

$

Six months ended

June 30

June 30

June 30

June 30

2018

2017

2018

2017

539

$

14

$

983

$

42

Per boe

7.74

4.16

7.79

3.79

Percentage of revenue (“Royalty Rate”)

23%

9%

24%

7%

Briko’s royalty rate for the three and six months ended June 30, 2018 increased over the prior periods of 2017 due
to the higher oil royalty expense associated with the oil wells acquired in the Foothills Acquisition.
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NET OPERATING EXPENSES
(thousands of dollars, except per boe)

Operating expenses

Three months ended

$

June 30

June 30

June 30

2018

2017

2018

2017

$

(108)

Net operating expenses
Per boe

June 30

830

Other income

10.39

187

$

-

722
$

Six months ended

57.74

$

400

(108)

187
$

1,827

-

1,719
$

13.63

400
$

36.24

Per unit operating expenses for the three and six months ended June 30, 2018 decreased over the prior periods of
2017 due to the increase in production period over period.
TRANSPORTATION EXPENSES
(thousands of dollars, except per boe)

Gas transportation

Three months ended

$

June 30

June 30

June 30

June 30

2018

2017

2018

2017

36

Oil transportation

Six months ended

$

104

1

$

26

63

$

172

2
71

Transportation expense

$

140

$

27

$

235

$

73

Per boe

$

2.01

$

8.52

$

1.86

$

6.63

Briko’s per unit transportation expenses for the three and six months ended June 30, 2018 is lower than the
comparable period as the Foothills Acquisition properties have lower transportation expenses in comparison to
Briko’s historical transportation costs.
OPERATING INCOME AND OPERATING NETBACKS
Operating Income (Loss)

Three months ended

(thousands of dollars)

Revenue

$

Six months ended

June 30

June 30

June 30

June 30

2018

2017

2018

2017

2,383

$

157

$

4,168

$

605

Realized loss on risk management contracts

(131)

-

(130)

-

Royalties

(539)

(14)

(983)

(42)

Net operating expense

(722)

(187)

(1,719)

(400)

Transportation expense

(140)

(27)

(235)

(73)

Operating income (loss)

$

851

$

P a g e |5

(71)

$

1,101

$

90

Operating Netbacks

Three months ended

(dollars per boe)

Revenue

$

Realized loss on risk management contracts

June 30

June 30

June 30

June 30

2018

2017

2018

2017

34.21

$

48.60

(1.88)

Royalties
Net operating expense
Transportation expense
Operating netbacks

Six months ended

33.02

$

54.71

(1.03)

-

(7.74)

(4.16)

(7.79)

(3.79)

(10.39)

(57.74)

(13.63)

(36.24)

(2.01)
$

$

-

12.19

(8.52)
$

(21.82)

(1.86)
$

8.71

(6.63)
$

8.05

Briko’s operating netback for the three and six months ended June 30, 2018 increased over the prior periods in 2017
due to the decrease in net operating expense and transportation expense, which were partially offset by a decrease
in revenue and an increase in royalties.
GENERAL AND ADMINISTRATIVE (“G&A”) EXPENSES
(thousands of dollars, except per boe)

Three months ended
June 30
2018

Gross expenses

$

Operator’s recoveries

85

June 30

2017
$

(9)

Capitalized expenses

Six months ended
June 30

24

2018
$

-

(15)

June 30

154

2017
$

(17)

(14)

51
(2)

(30)

(26)

G&A expenses

$

61

$

10

$

107

$

23

Per boe

$

0.87

$

3.09

$

0.84

$

2.06

A portion of Ikkuma’s G&A expenses have been allocated to Briko in proportion to Briko’s production relative to the
total Ikkuma production during the period. Per unit G&A expenses for the three and six months ended June 30, 2018
is lower than the comparable period, primarily due to the increase in production period over period.
FINANCE EXPENSE
(thousands of dollars)

Three months ended

Six months ended

June 30

June 30

June 30

June 30

2018

2017

2018

2017

Accretion on decommissioning obligations

$

53

$

7

$

104

$

14

per boe

$

0.76

$

2.15

$

0.82

$

1.26

Finance expense represents the Corporation’s accretion on decommissioning obligations. Accretion on
decommissioning obligations for the three and six months ended June 30, 2018 increased compared to the prior
period due to the incremental accretion expense associated with the additional wells and facilities from the Foothills
Acquisition.
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SHARE-BASED COMPENSATION
(thousands of dollars)

Three months ended
June 30
2018

Gross expenses

$

Capitalized expense
Total share-based compensation

17

12

June 30

2017
$

(5)
$

Six months ended
June 30

-

2018
$

$

-

June 30

29

2017
$

(9)
$

20

1
(1)

$

-

A portion of Ikkuma’s share-based compensation expenses have been allocated to Briko in proportion to Briko’s
production relative to the total Ikkuma production during the period. Share-based compensation expense for the
three and six month periods ended June 30, 2018 increased as compared to the respective prior year periods as a
result of the increase in stock options outstanding.
DEPLETION AND DEPRECIATION
(thousands of dollars, except per boe)

Three months ended
June 30

Six months ended
June 30

2018

June 30

2017

June 30

2018

2017

Depletion and depreciation expense

$

382

$

97

$

738

$

271

Per boe

$

5.49

$

29.97

$

5.85

$

24.50

Per unit depletion and depreciation expenses for the three and six months ended June 30, 2018 decreased 82% and
76% respectively from the prior periods ended June 30, 2017 due to the lower depletion rates associated with assets
acquired in the Foothills Acquisition and the reduction in the depletable base resulting from the fourth quarter 2017
impairment expense.
CAPITAL EXPENDITURES
(thousands of dollars)

Three months ended
June 30

June 30

2018
Land & seismic

$

Drilling and completions
Facilities, equipment and pipelines
Other
Total exploration and development

June 30

2018
$

-

2017
$

-

36

1,539

244

8,961

-

337

30

480

50

$

$

June 30

2017
$

14
$

Property acquisition
Total capital expenditure

-

Six months ended

50

1,876

$

$

1,876

274

$

$

274

9,441
-

$

9,441

Total exploration and development expenditures for the three and six months ended June 30, 2018 is lower than
the comparative prior periods in 2017 due to decreased capital activity as the Corporation focused its efforts on the
integration and optimization of the assets acquired in the Foothills Acquisition.
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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 they 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. To manage liquidity risk, the Corporation will
seek to issue equity, issue debt or operate within cash flow.
CAPITAL MANAGEMENT
The Corporation’s objective when managing capital is to maintain a flexible capital structure that will allow it to execute
on its capital expenditure program, which includes expenditures on oil and gas activities that may or may not be
successful. Therefore, the Corporation monitors the level of risk incurred in its capital expenditures to balance the
proportion of debt and equity in its capital structure. The Corporation’s share structure includes owners’ net investment
and working capital. 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 new debt.

DEFERRED TAX
The Corporation has $nil deferred income tax expense (recovery) in the three and six months ended June 30, 2018 (six
months ended June 30, 2017 reported a $0.5 million deferred income tax expense). Briko also has an unrecognized
deferred income tax asset as at June 30, 2018 and as at December 31, 2017.
As at June 30, 2018, Briko has tax pools of approximately $27.5 million ($28.2 million – December 31, 2017) including
non-capital losses of $9.1 million ($7.6 million – December 31, 2017) available for deduction against future taxable
income that expire between 2036 and 2037.

COMMITMENTS
Throughout the course of its ongoing business, the Corporation enters into various commitments such as credit
agreements, purchase of services, royalty agreements, operating agreements, processing agreements, right of way
agreements and lease obligations for office space and field equipment. These obligations reflect market conditions
prevailing at the time of contract. Briko believes it has adequate sources of capital to fund all commitments as they
come due. Commitments have been allocated to Briko based on production volume. The following are the obligations
of the Corporation through Ikkuma representing future commitments.
(thousands of dollars)
Operating leases

2018
$

9

$

95

Firm transportation
Total

2019
$

5

$

176

86

2020
$

-

$

95

171

2021
$

95

-

2022
$

42
$

42

-

Thereafter
$

-

$

102

34
$

34

Total
$

14

$

544

102

530

RELATED PARTY TRANSACTIONS
The Corporation did not have any related party transactions in the three and six months ended June 30, 2018.
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OFF BALANCE SHEET ARRANGEMENTS
The Corporation did not have any off balance sheet arrangements in the three and six months ended June 30, 2018.

ADDITIONAL DISCLOSURE
QUARTERLY ANALYSIS
(thousands of dollars, except daily production and
average wellhead price)

Q2 2018

Average daily production (boe/d)

Q1 2018

765

629

2,383

$

$

34.21

$

31.56

$

27,271

$

26,828

$

50

$

224
391
204

Petroleum and natural gas revenue

$

Average wellhead price ($/boe)
Total assets
Exploration and development expenditures

1,785

Cash provided by (used in) operating activities

$

385

$

Funds flow from (used in) operations

$

790

$

Adjusted funds flow

$

790

$

204

Net loss and comprehensive loss

$

(238)

$

(455)

Significant factors and trends that have impacted the Corporation’s results during the above periods include:
x
x
x

Q2 2018 net loss and comprehensive loss is due to the unrealized loss on risk management contracts.
Q2 2018 increase in adjusted funds flow increased from the prior quarter due to a reduction in operating
expenses and an increase in the average wellhead price during the quarter.
Q1 2018 net loss and comprehensive loss is negative due to the unrealized loss on risk management contracts.

CHANGES IN ACCOUNTING POLICIES
The Corporation has applied the following new and revised accounting pronouncements in preparing the June 30, 2018
unaudited quarterly carve-out financial statements. The Corporation has not early adopted any standard, interpretation
or amendment that has been issued but is not yet effective.
IFRS-9 Financial Instruments
As of January 1, 2018, the Corporation has adopted IFRS-9 Financial Instruments, which is the result of the first phase of
the IASB project to replace IAS-39 Financial Instruments: Recognition and Measurement. The new standard replaces the
current multiple classification and measurement models for financial assets and liabilities with a single model that has
two classification categories: amortized cost and fair value. The classification of financial assets under IFRS 9 is generally
based on the business model for managing the financial assets and the financial asset’s contractual cash flow
characteristics. IFRS-9 eliminates the previous IFRS-39 categories of held to maturity, loans and receivables and available
for sale. The new standard introduces changes to hedge accounting requirements to align accounting with an entity’s
risk management activities.
The transition to IFRS-9 had no material effect on the Corporation’s financial statements. Cash and cash equivalents, if
any, accounts receivables and accounts payables continue to be measured at amortized cost and are now classified as
amortized cost. Briko does not currently apply hedge accounting to its financial instrument contracts.
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IFRS-15 Revenue from Contracts with Customers
As of January 1, 2018, the Corporation has adopted IFRS-15 Revenue from Contracts with Customers. The standard
replaces IAS-11 Construction Contracts; IAS-18 Revenue, IFRIC-13 Customer Loyalty Programmes, IFRIC-15 Agreements
for the Construction of Real Estate, IFRIC-18 Transfers of Assets from Customers and SIC-31 Revenue-Barter Transactions
Involving Advertising Services. The standard dictates the recognition and measurement requirements for reporting the
nature, amount, timing and uncertainty of revenue resulting from an entity’s contracts with customers. The Corporation
adopted IFRS-15 via the modified retrospective adoption approach effective January 1, 2018. Briko has reviewed its
revenue streams and underlying contracts with customers using the IFRS 15 five-step model, which did not result in any
changes to the comparative period or the opening deficit.
Revenue Recognition Policy
Revenue from the sale of petroleum and natural gas is measured based on the consideration specified in contracts with
customers. The Corporation recognizes revenue when it transfers control of the product to the buyer. This is generally
at the time that the customer obtains legal title to the product and when it is physically transferred to the custody transfer
point agreed with the customer, often terminals, pipelines or other transportation methods.
The Corporation evaluates its arrangements with 3rd parties and partners to determine if the Corporation acts as the
principal or as an agent. In making this evaluation, management considers if the Corporation obtains control of the
product delivered, which is indicated by the Corporation having the primary responsibility for the delivery of the product,
having the ability to establish prices or having inventory risk. If the Corporation acts in the capacity of an agent rather
than as a principal in a transaction, then the revenue is recognized on a net-basis, only reflecting the fee, if any, realized
by the Corporation from the transaction.
FUTURE ACCOUNTING PRONOUNCEMENTS
The Corporation has reviewed the following new and revised accounting pronouncements that have been issued but are
not yet effective and determined that the following may have an impact on the Corporation’s financial statements:
IFRS-16 Leases
As of January 1, 2019, the Corporation will be required to adopt IFRS-16 Leases. For lessees applying the new standard,
a single recognition and measurement model for leases would be adopted and would require recognition of assets and
liabilities for most leases. The standard may be applied retrospectively or by using a modified retrospective approach.
Briko is in the process of identifying and gathering contracts impacted by the new standard. It is anticipated that the
adoption of IFRS-16 will have an impact on the Corporation’s statement of financial position.

ADVISORIES
FORWARD-LOOKING STATEMENTS
This MD&A contains forward-looking statements and forward-looking information within the meaning of applicable
securities laws. The use of any of the words “expect”, “anticipate”, “continue”, “estimate”, “objective”, “ongoing”, “may”,
“will”, “project”, “should”, “believe”, “plans”, “intends” and similar expressions are intended to identify forward-looking
statements or information. In particular, management’s assessment of 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 estimates, expected commodity mix and prices, future operating
costs, future transportation costs, expected royalty rates, general and administrative expenses, interest rates, debt levels,
funds flow from (used in) operations 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 forward-looking statements and information under applicable securities laws and necessarily involve risks
including, without limitation, risks associated with oil and gas exploration, development, exploitation, production,
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marketing and transportation, loss of markets, volatility of commodity prices, currency fluctuations, imprecision of
reserve estimates, environmental risks, competition from other producers, inability to retain drilling rigs and other
services, incorrect assessment of the value of acquisitions, failure to realize the anticipated benefit of acquisitions, the
inability to fully realize 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. As a consequence, the
Corporation’s actual results may differ materially from those expressed in, or implied by, the forward-looking statements.
Forward-looking statements or information is based on a number of factors and assumptions which have been used to
develop such statements and information but which may prove to be incorrect. Although the Corporation believes that
the expectations and assumptions reflected in such forward-looking statements or information are reasonable, undue
reliance should not be placed on forward-looking statements because the Corporation cannot 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: the impact 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
manner; drilling results; the ability of the operator of the projects which the Corporation has an interest in to operate the
field in a safe, efficient and effective manner; the Corporation’s ability to obtain financing on acceptable terms; field
production rates and 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 expansion; the ability 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 jurisdictions in which the Corporation operates; and the Corporation’s ability to successfully
market its petroleum and natural gas products. Readers are cautioned that the foregoing list of factors is not exhaustive.
Furthermore, the forward-looking statements contained in this MD&A are 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 forward-looking
statements, whether as a result of new information, future events, or otherwise, except as may be required by applicable
securities laws.
Certain information set out herein may be considered as “financial outlook” within the meaning of applicable securities
laws. The purpose of this financial outlook is to provide readers with disclosure regarding Briko’s reasonable expectations
as to the anticipated 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 volumes and reserves on a “barrel of oil equivalent” basis (“boe”)
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 analysis of results 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 commodities during combustion. Boe does not represent a value equivalency at the wellhead 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 as compared to natural
gas is significantly different from the energy equivalency of 6:1, utilizing a 6:1 conversion may be misleading as an
indication of value.
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Management’s Discussion & Analysis

Briko Energy Corp.
(formerly 2136884 Alberta Ltd.)
Assets and Operations from Ikkuma
Resources Corp.
For the years ended December 31, 2017 and December 31, 2016

The following management discussion complements and supplements the audited carve-out financial statements as
at December 31, 2017 and 2016 and for the years ended December 31, 2017 and 2016 of Briko Energy Corp.
(formerly 2136884 Alberta Ltd.) (“Briko” or the “Corporation”). The management’s discussion and analysis
(“MD&A”) should be read in conjunction with the audited carve-out financial statements and related notes for the
years ended December 31, 2017 and December 31, 2016. The audited carve-out financial statements have been
derived from the accounting records of Ikkuma Resources Corp. (“Ikkuma”) and should also be read in conjunction
with Ikkuma’s historical annual and interim financial statements and Ikkuma’s annual information form for the years
ended December 31, 2017 and 2016. Ikkuma’s historical annual and interim financial statements are available at
www.sedar.com under Ikkuma’s SEDAR profile.
The audited carve-out financial statements of Briko are prepared based on the proposed terms of the arrangement
agreement (the “Arrangement”), whereby Pieridae Energy Ltd. (“Pieridae”) will acquire all of the issued and
outstanding shares of Ikkuma in exchange for 0.1926 of a common share of Pieridae for each Ikkuma common share.
Additionally, Ikkuma shareholders will receive 0.1 of a share of Briko for each Ikkuma common share and 0.1 of a
common share purchase warrant of Briko for each Ikkuma common share. The carve-out financial statements reflect
the assets and operations to be conveyed to Briko consisting of certain Cardium oil properties and associated
infrastructure in exchange for the shares and warrants of Briko. This MD&A discusses those operations and financial
results.
Management is responsible for the integrity of the information contained in this MD&A and for consistency between
the MD&A and the audited carve-out financial statements. In preparing these statements, estimates, judgements
and allocations were necessary and management believes these have been based on careful judgements and are
properly presented. The audited carve-out financial statements have been prepared using policies and procedures
established by management and fairly reflect Briko’s financial position, results of operations, changes in owners’ net
investment and cash flow from operations. In this MD&A, unless otherwise indicated, all monetary amounts are in
Canadian dollars as are all references to “$”. Where amounts have been expressed on a barrel of oil equivalent
(boe) basis, natural gas volumes have been converted to oil equivalence at 6,000 cubic feet of gas to 1 barrel of oil.
This conversion ratio of 6:1 is based on an energy-equivalent conversion for the individual products, primarily
applicable at the burner tip, and does not represent a value equivalency at the wellhead. Such disclosures of boe
may be misleading, particularly if used in isolation. Readers should be aware that historical results are not
necessarily indicative of future performance.
Briko’s Board of Directors have reviewed and approved the audited carve-out financial statements and MD&A as at
December 31, 2017 and 2016 and for the years ended December 31, 2017 and 2016. This MD&A is dated October
12, 2018.

NON-IFRS MEASURES
FUNDS FROM OPERATIONS AND ADJUSTED FUNDS FLOW
Two of the benchmarks Briko uses to evaluate its performance are “funds flow from (used in) operations” and
“adjusted funds flow”, which are separate and distinct from “cash used in operating activities”. Funds flow from
(used in) operations and adjusted funds flow are non-IFRS measures that are commonly used in the oil and gas
industry. Funds flow from (used in) operations represent cash provided by operating activities before changes in
operating non-cash working capital. Adjusted funds flow represent 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 (used in)
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 (used in) operations or adjusted funds flow may not be comparable with that of
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other companies. The following table reconciles Briko’s cash used in operating activities to funds flow from (used
in) operations and adjusted funds flow:
(thousands of dollars)

Year Ended December 31,
2017

Cash used in operating activities

$

(336)

$

(446)

2016
$

(17)

Changes in non-cash working capital balances relating to
operating activities

(110)

Funds flow from (used in) operations
Decommissioning obligation expenditures
Acquisition costs
Adjusted funds flow

$

65
$

48

-

-

540

-

94

$

48

WORKING CAPITAL
Net working capital deficiency (surplus) includes total current assets and current liabilities excluding short-term
derivative assets and liabilities related to the Corporation’s risk management activities.
OPERATING NETBACK AND OPERATING INCOME
Management uses certain industry benchmarks such as operating netback and operating income 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 petroleum and natural gas revenue including realized gains and losses on commodity
risk management contracts less royalties, operating expenses and transportation expenses 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
its operational performance as these measures demonstrate Briko’s field level profitability relative to current commodity
prices.

RESULTS OF OPERATIONS
PRODUCTION
Year Ended December 31,
2017

2016

Natural gas (mcf/d)

86

25

Light oil (bbls/d)

54

18

NGL (bbls/d)

3

-

Total boepd

72

22

The total production of 72 boepd for the year ended December 31, 2017 increased by 227% as compared to the 22
boepd reported in the year ended December 31, 2016. This increase is due to the increased production from two
wells that came on production in the fourth quarter of 2016 related to the Narraway Cardium oil program and also
due to the increased production from the acquisition of assets located in the Alberta foothills (the “Foothills
Acquisition”), which closed on December 21, 2017.
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PETROLEUM AND NATURAL GAS REVENUE
(thousands of dollars, except per boe)

Year Ended December 31,
2017

2016

Revenue
Natural gas

$

72

Light oil
NGLs
Total

$

19

1,135

365

55

2

$

1,262

$

386

$

2.30

$

2.08

Realized Prices
Natural gas ($/mcf)
Light oil ($/bbl)

57.50

56.01

NGLs ($/bbl)

47.10

23.71

Average price ($/boe)

48.27

47.55

Benchmark Pricing
Light Oil Edmonton Par (Cdn $/bbl)

$

62.84

$

52.75

Natural gas AECO (7A) monthly index (Cdn $/mcf)

2.42

2.08

Natural gas AECO (5A) daily index (Cdn $/mcf)

2.15

2.15

Briko’s revenue of $1.3 million for the year ended December 31, 2017 increased by 227% as compared to the $0.4 million
reported in the prior period. The increase is due to the increase in production period over period.
Briko’s realized light oil price for the year ended December 31, 2017 increased by 3% as compared to the prior period.
The Corporation’s benchmark pricing, light oil Edmonton par, increased by 19% period over period. The inconsistency
between the increase in the Corporation’s realized and Benchmark prices is due to the timing of when the new wells
began to produce in 2016. As the Corporation’s oil production came on late in the fourth quarter of 2016, the
Corporation’s realized oil pricing is higher as compared with the yearly average benchmark pricing. The Benchmark price
for the full year ended December 31, 2017 as compared to the Benchmark price for the three months ended December
31, 2016 of $61.61 is an increase of 2% and comparable to the 3% increase in realized pricing.
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, swaps and call options
to limit exposure to fluctuations in commodity prices while allowing for participation in commodity price increases.
These contracts as allocated had the following impact on the statement of loss and comprehensive loss:
(thousands of dollars, except per boe)

Year Ended December 31,
2017

Realized gain on risk management contracts

$

Per boe
Unrealized gain (loss) on risk management contracts
Per boe
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11

2016
$

6

0.43

0.75

17

(4)

0.64

(0.48)

At December 31, 2017 the Corporation held the following risk management commodity contracts through Ikkuma:
Natural Gas (AECO $Cdn)
Remaining Term

Option Traded

Volume (GJ/d)

Strike Price ($Cdn/GJ)

January 1, 2018 - March 31, 2018

Fixed price swap

1,000

$2.36

January 1, 2018 - March 31, 2018

Fixed price swap

3,000

$2.41

January 1, 2018 - December 31, 2018

Fixed price swap

5,000

$2.70

January 1, 2018 - December 31, 2018

Fixed price swap

5,500

$2.72

January 1, 2018 - December 31, 2018

Fixed price swap (1)

2,500

$2.80

January 1, 2019 - December 31, 2019

Call option - sold

7,000

$3.00

January 1, 2019 - December 31, 2019

Call option - sold

6,000

$3.00

(1)

This contract has a European option whereby if the price on settlement each month exceeds $2.80/GJ the contract doubles to 5,000 GJ
@ $2.80.

Subsequent to December 31, 2017, the Corporation entered into the following risk management commodity contracts through
Ikkuma:
Natural gas (AECO)
Remaining Term
November 1, 2018 – March 31, 2019

Option Traded

Volume (GJ/d)

Strike Price ($ Cdn/GJ)

Fixed price swap

10,000

$1.89

Option Traded

Volume (bbl/d)

Strike Price ($Cdn/bbl)

Call option - sold

200

$77.50

Light Oil (WTI)
Remaining Term
February 1, 2018 - December 31, 2018

Briko has been assigned interest in Ikkuma’s risk management contracts based on Briko’s share of the total Ikkuma
production volumes in the period. The unrealized gain or loss then determined the fair value of the contract at the
period end dates.
ROYALTIES
(thousands of dollars, except per boe)

Year Ended December 31,
2017

Royalties

$

Per boe
Percentage of revenue (“Royalty Rate”)

69

2016
$

29

2.63

3.61

5%

8%

Briko’s royalty rate for the year ended December 31, 2017 of 5% is lower than the 8% rate reported in the year
ended December 31, 2016 due to the lower royalty rates associated with the wells acquired from the Foothills
Acquisition.
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OPERATING EXPENSES
(thousands of dollars, except per boe)

Year Ended December 31,
2017

Operating expenses

$

Per boe

909

2016
$

34.78

256
31.56

Per unit operating expenses increased by 10% in 2017 compared to the prior period of 2016 due to the higher per
unit operating costs associated with the Foothills Acquisition properties and the high operating costs associated with
the wells from the Narraway Cardium oil program, which experienced initial production difficulties.
TRANSPORTATION EXPENSES
(thousands of dollars, except per boe)

Year Ended December 31,
2017

Gas transportation

$

Oil transportation

6

2016
$

139

Total transportation expenses

$

Per boe

145

1
43

$

5.55

44
5.37

Briko’s per unit transportation expenses of $5.55/boe in the years ended December 31, 2017 is comparable to the
$5.37/boe reported in the same period of 2016. Total transportation expenses for the year ended December 31,
2017 increased by 230% as compared to the same period in 2016 due to the increase in production.
OPERATING INCOME & OPERATING NETBACKS
Operating Income

Year Ended December 31,

(thousands of dollars)

2017

Revenue

$

Realized gain (loss) on risk management contracts

1,262

2016
$

386

11

6

(69)

(29)

Operating expenses

(909)

(256)

Transportation expenses

(145)

(44)

Royalties

Operating income

$

150

Operating Netbacks

$

63

Year Ended December 31,

(dollars per boe)

2017

Revenue

$

Realized gain (loss) on risk management contracts

48.27

2016
$

0.43

Royalties
Operating expenses
Transportation expenses
Operating netbacks

$

47.55
0.75

(2.63)

(3.61)

(34.78)

(31.56)

(5.55)

(5.37)

5.74

$

7.76

Briko’s operating netback for the year ended December 31, 2017 is lower than the comparable period due to the
increase in operating expenses.
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GENERAL AND ADMINISTRATIVE (“G&A”) EXPENSES
(thousands of dollars, except per boe)

Year Ended December 31,
2017

Gross expenses

$

Operator’s recoveries

100

2016
$

(37)

Capitalized expenses

60
(44)

(7)

(1)

G&A expenses

$

56

$

15

Per boe

$

2.15

$

1.86

A portion of Ikkuma’s G&A expenses have been allocated to Briko in proportion to Briko’s production relative to the
total Ikkuma production during the period. Per unit G&A expenses for the year ended December 31, 2017 are 16%
higher than the comparable period, primarily due to costs associated with personnel changes during the year.
ACQUISITION COSTS
(thousands of dollars, except per boe)

Year Ended December 31,
2017

2016

Acquisition costs

$

540

$

-

Per boe

$

20.66

$

-

The Corporation incurred and was allocated acquisition costs of $0.5 million for the year ended 2017 related to the
Foothills Acquisition.
FINANCE EXPENSE
(thousands of dollars)
2017

Year Ended December 31,
2016

Accretion on decommissioning obligations

$

38

$

17

Per boe

$

1.45

$

2.09

Finance expense represents the Corporation’s accretion on decommissioning obligations. Accretion on
decommissioning obligations for the year ended December 31, 2017 increased by 124% compared to the prior period
due to the incremental accretion expense associated with the additional wells and facilities from the Foothills
Acquisition.
SHARE-BASED COMPENSATION
(thousands of dollars)

Year Ended December 31,
2017

Gross expenses

$

Capitalized expenses

11

2016
$

(5)

Total share-based compensation

$

6

2
(2)

$

-

A portion of Ikkuma’s share-based compensation expenses have been allocated to Briko in proportion to Briko’s
production relative to the total Ikkuma production during the period. Share-based compensation increased for the
year ended December 2017 due to the grant of 6,159,500 stock options in Ikkuma at an exercise price of $0.86 on
June 8, 2017. Stock options granted have a five year term to expiry and a three year vesting period from the date of
grant.
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IMPAIRMENT
(thousands of dollars)

Year Ended December 31,
2017

Property, plant and equipment

$

2016

19,500

$

-

As at December 31, 2017, primarily due to further declines in the oil and gas markets and less than expected drilling
results and associated reserve volume additions, the Corporation determined a trigger to be present across two of
its cash generating units (“CGUs”) and completed impairment tests accordingly. It was determined that the carrying
value of the Ojay/Narraway CGU exceeded the recoverable amount by $19.5 million. Therefore, a $19.5 million
impairment charge was recorded in 2017.
As at December 31, 2016, due to declines in forward natural gas prices, the Corporation determined a trigger to be
present and completed impairment tests. It was determined that the recoverable amounts of its CGU was
sufficiently higher than the carrying value for Briko and accordingly no impairment expense was recorded.
DEPLETION AND DEPRECIATION
(thousands of dollars, except per boe)

Year Ended December 31,
2017

2016

Depletion and depreciation expense

$

570

$

150

Per boe

$

21.81

$

18.49

Per unit depletion and depreciation expenses for the year ended December 31, 2017 increased 18% from the prior
period ended December 31, 2016. The increase is largely attributed to the higher depletion rates associated with
the Narraway Cardium oil program as drilling costs into a new oil pool exceeded reserve volume additions.
CAPITAL EXPENDITURES
(thousands of dollars)

Year Ended December 31,
2017

Land and seismic

$

Drilling and completions
Facilities, equipment and pipelines
Other

-

2016
$

8

16,844

10,446

560

219

-

Total exploration and development

$

Property acquisitions

17,404

$

10,673

6,988

Total capital expenditures

$

24,392

$

10,673

In 2017, the Corporation spent a total of $17.4 million on exploration and development expenditures. The
Corporation’s focus in 2017 was on the development of the Narraway Cardium oil program and included drilling and
completing two gross (2.0 net) horizontal oil wells and one gross (1.0 net) vertical well recompletion in a new oil
pool. The results of the drilling program were less than expected, but confirms the oil fairway as previously defined.
The well performance in 2017 provides more technical data in support of further development of the Corporation’s
extensive drilling inventory.
On December 21, 2017, the Corporation closed the Foothills Acquisition for cash consideration of $7.0 million.
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DECOMMISSIONING OBLIGATIONS
As at December 31, 2017, the decommissioning obligation of the Corporation was $9.3 million (2016 - $0.9 million).
Briko recorded an obligation of $1.7 million (based on a fair value discount) for the Foothills Acquisition closed during
the year. The decommissioning obligation for the Foothills Acquisition was subsequently revalued using the riskfree rate of 2.26% resulting in an additional $6.0 million obligation.

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. To manage liquidity risk, the Corporation will seek to issue
equity, issue debt or operate within cash flow.
CAPITAL MANAGEMENT
The Corporation’s objective when managing capital is to maintain a flexible capital structure that will allow it to execute
on its capital expenditure program, which includes expenditures on oil and gas activities that may or may not be
successful. Therefore, the Corporation monitors the level of risk incurred in its capital expenditures to balance the
proportion of debt and equity in its capital structure. The Corporation’s share structure includes owners’ net investment
and working capital. 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 new debt.

DEFERRED TAX
The Corporation has a deferred income tax recovery of $1.7 million in the year ended December 31, 2017 (December
31, 2016 - $0.9 million deferred income tax expense) and an unrecognized deferred tax asset (December 31, 2016 - $1.2
million liability).
As at December 31, 2017, Briko has tax pools of approximately $28.2 million ($8.1 million – December 31, 2016) including
non-capital losses of $7.6 million ($1.9 million – December 31, 2016) available for deduction against future taxable
income that expire between 2036 and 2037.

COMMITMENTS
Throughout the course of its ongoing business, the Corporation enters into various commitments such as credit
agreements, purchase of services, royalty agreements, operating agreements, processing agreements, right of way
agreements and lease obligations for office space and field equipment. These obligations reflect market conditions
prevailing at the time of contract. Briko believes that it has adequate sources of capital to fund all commitments as they
come due. Commitments have been allocated to Briko based on production volume. The following are the obligations
of the Corporation through Ikkuma representing future commitments.
(thousands of dollars)
Operating Leases

2018
$

Firm transportation
Total

6

2019
$

14
$

20

1

2020
$

10
$

11

-

2021
$

6
$

6
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-

2022
$

4
$

4

-

Thereafter
$

3
$

3

-

Total
$

10
$

10

7
47

$

54

RELATED PARTY TRANSACTIONS
The Corporation did not have any related party transactions in the year ended December 31, 2017 or December 31,
2016.

OFF BALANCE SHEET ARRANGEMENTS
The Corporation did not have any off balance sheet arrangements in the year ended December 31, 2017 or December
31, 2016.

ADDITIONAL DISCLOSURE
SELECTED ANNUAL INFORMATION
(thousands of dollars, except daily production and
average wellhead price)

Year ended
December 31, 2017

Average daily production (boe/d)

Year ended
December 31, 2016

72

Petroleum and natural gas revenue

$

22

1,262

$

386

Average wellhead price ($/boe)

$

48.27

$

47.55

Total assets

$

26,486

$

13,708

Exploration and development expenditures

$

17,404

$

10,673

Property acquisitions

$

6,988

$

-

Cash used in operating activities

$

(336)

$

(17)

Funds flow from (used in) operations

$

(446)

$

48

Adjusted funds flow

$

94

$

48

Net loss and comprehensive loss

$

(18,877)

$

(985)

FUTURE ACCOUNTING PRONOUNCEMENTS
The Corporation has reviewed the following new and revised accounting pronouncements that have been issued but are
not yet effective and determined that the following may have an impact on the Corporation’s financial statements:
(a) Financial Instruments:
As of January 1, 2018, the Corporation will adopt IFRS-9 Financial Instruments, which is the result of the first
phase of the IASB project to replace IAS-39 Financial Instruments: Recognition and Measurement. The new
standard replaces the current multiple classification and measurement models for financial assets and liabilities
with a single model that has two classification categories: amortized cost and fair value. In addition, updates
have also been applied surrounding hedge accounting requirements which are now more aligned with an
entity’s risk management activities. Briko does not currently apply hedge accounting to its financial instrument
contracts and does not currently intend to apply hedge accounting to any of its financial instrument contracts
upon adoption of IFRS 9.
(b) Revenue from Contracts with Customers:
As of January 1, 2018, the Corporation has adopted IFRS-15 Revenue from Contracts with Customers. The
standard replaces IAS-11 Construction Contracts; IAS-18 Revenue, IFRIC-13 Customer Loyalty Programmes,
IFRIC-15 Agreements for the Construction of Real Estate, IFRIC-18 Transfers of Assets from Customers and SIC31 Revenue-Barter Transactions Involving Advertising Services. The standard dictates the recognition and
measurement requirements for reporting the nature, amount, timing and uncertainty of revenue resulting from
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an entity’s contracts with customers. The standard has been adopted using the modified retrospective
approach effective January 1, 2018. The Corporation has determined that there is no impact to earnings.
(c) Leases:
As of January 1, 2019, the Corporation will be required to adopt IFRS-16 Leases. For lessees applying the new
standard, a single recognition and measurement model for leases would apply, with required recognition of
assets and liabilities for most leases. The standard may be applied retrospectively or using a modified
retrospective approach. Briko is in the process of identifying and gathering contracts impacted by the new
standard. It is anticipated that the adoption of IFRS 16 will have an impact on the Corporation’s statement of
financial position.
FORWARD-LOOKING STATEMENTS
This MD&A contains forward-looking statements and forward-looking information within the meaning of applicable
securities laws. The use of any of the words “expect”, “anticipate”, “continue”, “estimate”, “objective”, “ongoing”, “may”,
“will”, “project”, “should”, “believe”, “plans”, “intends” and similar expressions are intended to identify forward-looking
statements or information. In particular, management’s assessment of 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 estimates, expected commodity mix and prices, future operating
costs, future transportation costs, expected royalty rates, general and administrative expenses, interest rates, debt levels,
funds flow from (used in) operations 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 forward-looking statements and information under applicable securities laws and necessarily involve risks
including, without limitation, risks associated with oil and gas exploration, development, exploitation, production,
marketing and transportation, loss of markets, volatility of commodity prices, currency fluctuations, imprecision of
reserve estimates, environmental risks, competition from other producers, inability to retain drilling rigs and other
services, incorrect assessment of the value of acquisitions, failure to realize the anticipated benefit of acquisitions, the
inability to fully realize 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. As a consequence, the
Corporation’s actual results may differ materially from those expressed in, or implied by, the forward-looking statements.
Forward-looking statements or information is based on a number of factors and assumptions which have been used to
develop such statements and information but which may prove to be incorrect. Although the Corporation believes that
the expectations and assumptions reflected in such forward-looking statements or information are reasonable, undue
reliance should not be placed on forward-looking statements because the Corporation cannot 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: the impact 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
manner; drilling results; the ability of the operator of the projects which the Corporation has an interest in to operate the
field in a safe, efficient and effective manner; the Corporation’s ability to obtain financing on acceptable terms; field
production rates and 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 expansion; the ability 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 jurisdictions in which the Corporation operates; and the Corporation’s ability to successfully
market its petroleum and natural gas products. Readers are cautioned that the foregoing list of factors is not exhaustive.
Furthermore, the forward-looking statements contained in this MD&A are 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 forward-looking
statements, whether as a result of new information, future events, or otherwise, except as may be required by applicable
securities laws.
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Certain information set out herein may be considered as “financial outlook” within the meaning of applicable securities
laws. The purpose of this financial outlook is to provide readers with disclosure regarding Briko’s reasonable expectations
as to the anticipated 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 volumes and reserves on a “barrel of oil equivalent” basis (“boe”)
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 analysis of results 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 commodities during combustion. Boe does not represent a value equivalency at the wellhead 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 as compared to natural
gas is significantly different from the energy equivalency of 6:1, utilizing a 6:1 conversion may be misleading as an
indication of value.
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SCHEDULE E
PROPOSED AUDIT COMMITTEE CHARTER OF EXPLORECO
I.

The Board of Directors’ Mandate for the Audit Committee

A.

The Board of Directors (“Board”) has responsibility for the stewardship of Briko Energy Corp. (the
“Corporation”). To discharge that responsibility, the Board is obligated by the Business Corporations Act
(Alberta) to supervise the management of the business and affairs of the Corporation. The Board’s
supervisory function involves Board oversight or monitoring of all significant aspects of the management
of the Corporation’s business and affairs.
Public financial reporting and disclosure by the Corporation are fundamental to the Corporation’s business
and affairs. The objective of the Board’s monitoring of the Corporation’s financial reporting and disclosure
is to gain reasonable assurance of the following:
1)

that the Corporation complies with all applicable laws, regulations, rules, policies and other
requirement of governments, regulatory agencies and stock exchanges, if applicable, relating to
financial reporting and disclosure;

2)

that the accounting principles, significant judgements and disclosures which underlie or are
incorporated in the Corporation’s financial statements are appropriate in the prevailing
circumstances;

3)

that the Corporation’s quarterly and annual financial statements are accurate within a reasonable
level of materiality and present fairly the Corporation’s financial position and performance in
accordance with generally accepted accounting principles; and

4)

that appropriate information concerning the financial position and performance of the Corporation
is disseminated to the public, to the extent required by applicable securities laws, in a timely
manner in accordance with corporate and securities law and with stock exchange regulations, if
applicable.

The Board is of the view that monitoring of the Corporation’s financial reporting and disclosure policies
and procedures cannot be reliably met unless the following activities (the “Fundamental Activities”) are,
in all material respects, conducted effectively:

(a)

the Corporation’s accounting functions are performed in accordance with a system of
internal financial controls designed to capture and record properly and accurately all of
the Corporation’s financial transactions and consistent with internal financial controls
implemented by companies of similar size and peer group as the Corporation;

(b)

the internal financial controls are regularly assessed for effectiveness and efficiency
consistent with assessments performed by companies of similar size and peer group as
the Corporation;

(c)

the Corporation’s quarterly and annual financial statements are properly prepared by
management to comply with International Financial Reporting Standards (“IFRS”);

(d)

the Corporation’s annual financial statements are reported on by an external auditor
appointed by the shareholders of the Corporation.

To assist the Board in its monitoring of the Corporation’s financial reporting and disclosure and to conform
to applicable corporate and securities law, the Board has established the Audit Committee (the
“Committee”) of the Board.
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B.

C.

Composition of Committee
1)

The Committee shall be appointed annually by the Board and consist of at least three members
from among the directors of the Corporation, a majority of whom shall be an independent director
(as determined under applicable laws). Officers of the Corporation, who are also directors, may
not serve as members of the Committee;

2)

The Board shall designate the Chairman of the Committee; and

3)

In the event of a vacancy arising in the Committee or a loss of independence of any member, the
Committee will fill the vacancy within six months or by the following annual shareholders’
meeting if sooner.

Reliance on Experts
In contributing to the Committee’s discharging of its duties under this mandate, each member of the
Committee shall be entitled to rely in good faith upon:

D.

1)

financial statements of the Corporation represented to him by an officer of the Corporation or in a
written report of the external auditors to present fairly the financial position of the Corporation in
accordance with generally accepted accounting principles; and

2)

any report of a lawyer, accountant, engineer, appraiser or other person whose profession lends
credibility to a statement made by any such person.

Limitations on Committee’s Duties
In contributing to the Committee’s discharging of its duties under Terms of Reference, each member of the
Committee shall be obliged only to exercise the care, diligence and skill that a reasonably prudent person
would exercise in comparable circumstances. Nothing in these Terms of Reference is intended, or may be
construed, to impose on any member of the Committee a standard of care or diligence that is in any way
more onerous or extensive than the standard to which all Board members are subject. The essence of the
Committee’s duties is monitoring and reviewing to endeavor to gain reasonable assurance (but not to
ensure) that the Fundamental Activities are being conducted effectively and that the objectives of the
Corporation’s financial reporting are being met and to enable the Committee to report thereon to the Board.

II.

Audit Committee Terms of Reference
The Committee’s Terms of Reference outlines how the Committee will satisfy the requirements set forth by
the Board in its mandate. Terms of Reference reflect the following:
x
x
x

A.

Operating Principles;
Operating Procedures;
Specific Responsibilities and Duties.

Operating Principles
The Committee shall fulfill its responsibilities within the context of the following principles:
1)

Committee Values
The Committee expects the management of the Corporation to operate in compliance with
corporate policies; reflecting laws and regulations governing the Corporation; and to maintain
strong financial reporting and control processes.
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2)

Communications
The Committee and members of the Committee expect to have direct, open and frank
communications throughout the year with management, other Committee Chairmen, the external
auditors, and other key Committee advisors or Corporation staff members as applicable.

3)

Financial Literacy
All Committee members should be sufficiently versed in financial matters to read and understand
the Corporation’s financial statements and also to understand the Corporation’s accounting
practices and policies and the major judgements involved in preparing the financial statements.

4)

Annual Audit Committee Work Plan
The Committee, in consultation with management and the external auditors, shall develop an
annual Committee work plan responsive to the Committee’s responsibilities as set out in these
Terms of Reference. In addition, the Committee, in consultation with management and the
external auditors, shall participate in a process for review of important financial topics that have
the potential to impact the Corporation’s financial disclosure.
The work plan will be focused primarily on the annual and interim financial statements of the
Corporation; however, the Committee may at its sole discretion, or the discretion of the Board,
review such other matters as may be necessary to satisfy the Committee’s Terms of Reference.

5)

Meeting Agenda
Committee meeting agendas shall be the responsibility of the Chairman of the Committee in
consultation with Committee members, senior management and the external auditors.

6)

Committee Expectations and Information Needs
The Committee shall communicate its expectations to management and the external auditors with
respect to the nature, timing and extent of its information needs. The Committee expects that
written materials will be received from management and the external auditors at a reasonable time
in advance of meeting dates.

7)

External Resources
To assist the Committee in discharging its responsibilities, the Committee may at its discretion, in
addition to the external auditors, at the expense of the Corporation, retain one or more persons
having special expertise, including independent counsel.

8)

In Camera Meetings
At the discretion of the Committee, the members of the Committee shall meet in private session
with the external auditors. In addition, at the discretion of the Committee, the members of the
Committee shall meet in private with the management of the Corporation, without the auditors
being present at such meeting.

9)

Reporting to the Board
The Committee, through its Chairman, shall report after each Committee meeting to the Board at
the Board’s next regular meeting.
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10)

Committee Self-Assessment
The Committee shall annually review, discuss and assess its own performance. In addition, the
Committee shall periodically review its role and responsibilities.

11)

The External Auditors
The Committee expects that, in discharging their responsibilities to the shareholders, the external
auditors shall report directly to and be accountable to the Board through the Committee. The
external auditors shall report all material issues or potentially material issues, either specific to the
Corporation or to the financial reporting environment in general, to the Committee.

B.

C.

Operating Procedures
1)

The Committee shall meet at least four times annually, or more frequently as circumstances
dictate. Meetings shall be held at the call of the Chairman, upon the request of two members of
the Committee or at the request of the external auditors.

2)

A quorum shall be a majority of the members.

3)

Unless the Committee otherwise specifies, the Secretary (or his or her deputy) of the Corporation
shall act as Secretary of all meetings of the Committee.

4)

In the absence of the Chairman of the Committee, the members shall appoint an acting Chairman.

5)

A copy of the minutes of each meeting of the Committee shall be provided to each member of the
Committee and to each director of the Corporation in a timely fashion.

Specific Responsibilities and Duties
To fulfill its responsibilities and duties, the Committee shall:
1)

Financial Reporting
(a)

Review, prior to public release, the Corporation’s annual and quarterly financial
statements with management and the external auditors with a view to gaining reasonable
assurance that the statements (i) are accurate within reasonable levels of materiality,
(ii) complete, (iii) represent fairly the Corporation’s financial position and performance in
accordance with IFRS. The Committee shall report thereon to the Board before such
financial statements are approved by the Board;

(b)

Receive from the external auditors reports of their review of the annual and quarterly
financial statements and any management letters issued to the management of the
Corporation;

(c)

Receive from management a copy of the representation letter provided to the external
auditors and receive from management any additional representations required by the
Committee;

(d)

Review, prior to public release, to the extent required pursuant to applicable securities
laws, and, if appropriate, recommend approval to the Board, of news releases, to the
extent required pursuant to applicable securities laws, and reports to shareholders issued
by the Corporation with respect to the Corporation’s annual and quarterly financial
statements;
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2)

3)

(e)

Review and, if appropriate, recommend approval to the Board of prospectuses, material
change disclosures of a financial nature, management discussion and analysis, annual
information forms and similar disclosure documents that may be issued by the
Corporation; and

(f)

Review and validate procedures for the receipt, retention and resolution of complaints
received by the Corporation from any party regarding accounting, auditing or internal
controls. For greater certainty, the Committee’s responsibilities in this area will not
include complaints about minor operational issues. (Examples of minor operational
issues include late payment of invoices, minor disputes over accounts owing or
receivable, revenue and expense allocations and other similar items characteristic of the
normal daily operations of the accounting department of an oil and gas company.)

Accounting Policies
(a)

Review with management and the external auditors the appropriateness of the
Corporation’s accounting policies, disclosures, reserves, key estimates and judgements,
including changes or variations thereto.

(b)

Obtain reasonable assurance that they are in compliance with IFRS from management
and external auditors and report thereon to the Board.

(c)

Review with management and the external auditors the apparent degree of conservatism
of the Corporation’s underlying accounting policies, key estimates and judgements and
provisions along with quality of financial reporting.

(d)

Participate, if requested, in the resolution of disagreements, between management and the
external auditors.

(e)

Review with management the categorization of flow-through expenditures and the
qualification of such expenditures to satisfy the Corporation’s existing obligations.

Risk and Uncertainty
(a)

(b)

Acknowledging that it is the responsibility of the Board, in consultation with
management, to identify the principal business risks facing the Corporation, determine
the Corporation’s tolerance for risk and approve risk management policies, the
Committee shall focus on financial risk and gain reasonable assurance that financial risk
is being effectively managed or controlled by:
(i)

reviewing with management the Corporation’s tolerance for financial risks;

(ii)

reviewing with management its assessment of the significant financial risks
facing the Corporation;

(iii)

reviewing with management the Corporation’s policies and any proposed
changes thereto for managing those significant financial risks;

(iv)

reviewing with management its plans, processes and programs to manage and
control such risks;

Review policies and compliance therewith that require significant actual or potential
liabilities, contingent or otherwise, to be reported to the Board in a timely fashion;

D-E-5

4)

5)

(c)

Review foreign currency, interest rate and commodity price risk mitigation strategies,
including the use of derivative financial instruments;

(d)

Review the adequacy of insurance coverages maintained by the Corporation;

(e)

Review regularly with management, the external auditors and the Corporation’s legal
counsel, any legal claim or other contingency, including tax assessments, that could have
a material effect upon the financial position or operating results of the Corporation and
the manner in which these matters have been disclosed in the financial statements.

Financial Controls and Control Deviations
(a)

Review the plans of the external auditors to gain reasonable assurance that the evaluation
and testing of applicable internal financial controls is comprehensive, coordinated and
cost-effective;

(b)

Receive regular reports from management and the external auditors on all significant
deviations or indications/detection of fraud and the corrective activity undertaken in
respect thereto;

(c)

Institute a procedure that will permit any employee, including management employees, to
bring to the attention of the Chairman of the Committee, under conditions of
confidentiality, concerns relating to financial controls and reporting which are material in
scope and which cannot be addressed, in the employee’s judgement, through existing
reporting structures in the Corporation;

(d)

Review, and periodically assess the adequacy of controls over financial information
disclosed to the public, which is extracted or derived from the Corporation’s financial
statements.

Compliance with Laws and Regulations
(a)

(b)

6)

Review regular reports from management and others (e.g. external auditors) with respect
to the Corporation’s compliance with laws and regulations having a material impact on
the financial statements including:
(i)

tax and financial reporting laws and regulations;

(ii)

legal withholding requirements;

(iii)

other laws and regulations which expose directors to liability;

Review the filing status of the Corporation’s tax returns, flow-through share renunciation
filings and those of its subsidiaries.

Relationship with External Auditors
(a)

Recommend to the Board the nomination of the external auditors;

(b)

Approve the remuneration and the terms of engagement of the external auditors;

(c)

Review the performance of the external auditors annually or more frequently as required;

(d)

Receive annually from the external auditors an acknowledgement in writing that the
shareholders, as represented by the Board and the Committee, are their primary client;
D-E-6

7)

(e)

Receive a report annually from the external auditors with respect to their independence,
such report to include a disclosure of all engagements (and fees related thereto) for
non-audit services by the Corporation;

(f)

Review with the external auditors the scope of the audit, the areas of special emphasis to
be addressed in the audit, and the materiality levels which the external auditors propose
to employ;

(g)

Meet with the external auditors in the absence of management to determine, inter alia,
that no management restrictions have been placed on the scope and extent of the audit
examinations by the external auditors or the reporting of their findings to the Committee;

(h)

Establish effective communication processes with management and the Corporation’s
external auditors to assist the Committee to monitor objectively the quality and
effectiveness of the relationship among the external auditors, management and the
Committee; and

(i)

Establish a reporting relationship between the external auditors and the Committee such
that the external auditors can bring directly to the Committee matters that, in the
judgement of the external auditors, merit the Committee’s attention. In particular, the
external auditors will advise the Committee as to disagreements between management
and the external auditors regarding financial reporting and how such disagreements were
resolved.

Other Responsibilities
(a)

Approve annually the reasonableness of the expenses of the Chairman of the Board and
the Chief Executive Officer;

(b)

After consultation with the Chief Financial Officer and the external auditors, consider, at
least annually, the quality and sufficiency of the Corporation’s accounting and financial
personnel and other resources;

(c)

Approve in advance non-audit services, including tax advisory and compliance services,
provided by the external auditors. However, the Committee can establish a threshold
amount for fees for non-audit services to be provided by the external auditors without
advance approval of the Committee. The nature of such services and the associated cost
will be provided to the Committee at the next following meeting.

(d)

Investigate any matters that, in the Committee’s discretion, fall within the Committee’s
duties;

(e)

Perform such other functions as may from time to time be assigned to the Committee by
the Board;

(f)

Review and update the Terms of Reference on a regular basis for approval by the Board;
and

The Committee will review disclosures regarding the organization and duties of the Committee to be included in any
public document, including quarterly and annual reports to shareholders, information circulars and annual
information forms.
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SCHEDULE F
REPORT ON INDEPENDENT RESERVES DATA
BY INDEPENDENT QUALIFIED RESERVES EVALUATOR
To the Board of Directors of Ikkuma Resources Corp. in respect of the assets held by Ikkuma Resources Corp. (the
“Company”):
1.

We have evaluated the Company’s reserves data as at December 31, 2017. The reserves data are estimates of
proved reserves and probable reserves and related future net revenue as at December 31, 2017, estimated using
forecast prices and costs.

2.

The reserves data are the responsibility of the Company’s management. Our responsibility is to express an
opinion on the reserves data based on our evaluation.

3.

We carried out our evaluation in accordance with standards set out in the Canadian Oil and Gas Evaluation
Handbook (the “COGE Handbook”), maintained by the Society of Petroleum Evaluation Engineers (Calgary
Chapter).

4.

Those standards require that we plan and perform an evaluation to obtain reasonable assurance as to whether the
reserves data are free of material misstatement. An evaluation also includes assessing whether the reserves data
are in accordance with principles and definitions presented in the COGE Handbook.

5.

The following table sets forth the estimated future net revenue (before deduction of income taxes) attributed to
proved plus probable reserves, estimated using forecast prices and costs on a before tax basis and calculated
using a discount rate of 10 percent, included in the reserves data of the Company as of December 31, 2017, and
identifies the respective portions thereof that we have audited, evaluated and reviewed and reported on to the
Company’s management and Board of Directors:

Independent
Qualified
Reserves
Evaluator or
Auditor
Deloitte LLP

Description and
Preparation Date
of Evaluation
Report
Ikkuma Resources
Corp. ExploreCo
Assets

Net Present Value of Future Net Revenue
Before Income Taxes (10% Discount Rate)

Location of
Reserves
(Country)
Canada

Audited
(M$)
--

Evaluated
(M$)
42,019.8

Reviewed
(M$)
--

Total
(M$)
42,019.8

Canada

--

446,142.0

--

446,142.0

December 31, 2017
Deloitte LLP

Ikkuma Resources
Corp. Excluding
ExploreCo Assets
December 31, 2017

6.

In our opinion, the reserves data evaluated by us have, in all material respects, been determined and are
presented in accordance with the COGE Handbook, consistently applied. We express no opinion on the reserves
data we reviewed but did not evaluate.

7.

We have no responsibility to update the report referred to in paragraph 5 for events and circumstances occurring
after the effective date of our reports entitled “Ikkuma Resources Corp. Reserves estimation and economic
evaluation December 31, 2017”.

8.

Because the reserves data are based on judgements regarding future events, actual results will vary and the
variations may be material.
D-F-1

Executed as to our report referred to above:
Deloitte LLP
700, 850 2nd Street SW
Calgary, Alberta T2P 0L8

(signed) “Andrew R. Botterill”
Partner
Execution Date: September 14, 2018
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SCHEDULE G
REPORT OF MANAGEMENT AND DIRECTORS
ON OIL AND GAS DISCLOSURE
Management of Ikkuma Resources Corp. (the “Company”) are responsible for the preparation and disclosure of
information with respect to the Company’s oil and gas activities in accordance with securities regulatory
requirements. This information includes reserves data which are estimates of proved reserves and probable reserves
and related future net revenue as at December 31, 2017, estimated using forecast prices and costs.
An independent qualified reserves evaluator has evaluated the Company’s reserves data. The report of the
independent qualified reserves evaluator will be filed with securities regulatory authorities concurrently with this
report.
The reserves committee of the board of directors of the Company has
(a)

reviewed the Company’s procedures for providing information to the independent qualified
reserves evaluator;

(b)

met with the independent qualified reserves evaluator to determine whether any restrictions
affected the ability of the independent qualified reserves evaluator to report without reservation;
and

(c)

reviewed the reserves data with management and the independent qualified reserves evaluator.

The reserves committee of the board of directors has reviewed the Company’s procedures for assembling and
reporting other information associated with oil and gas activities and has reviewed that information with
management. The board of directors has approved
(a)

the content and filing with securities regulatory authorities of Form 51-101F1 containing reserves
data and other oil and gas information;

(b)

the filing of Form 51-101F2 which is the report of the independent qualified reserves evaluator on
the reserves data; and

(c)

the content and filing of this report.

Because the reserves data are based on judgments regarding future events, actual results will vary and the variations
may be material.
(signed) “Tim de Freitas”
President and Chief Executive Officer
(signed) “Greg Feltham”
Vice President, Operations
(signed) “Charle Gamba”
Director
(signed) “Robert Dales”
Director
Dated this 14th day of September, 2018.
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SCHEDULE H
DEFINITIONS USED FOR RESERVE CATEGORIES
The following definitions form the basis of the classification of reserves and values presented in the Reserves
Report. They have been prepared by the Standing Committee on Reserves Definitions of the Petroleum Society of
the CIM incorporated in the COGE Handbook and specified by NI 51-101.
Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be recovered
from known accumulations, from a given date forward, based on:
x
x
x
x

analysis of drilling, geological, geophysical and engineering data;
the use of established technology;
specified economic conditions, which are generally accepted as being reasonable, and shall be
disclosed; and
a remaining reserve life of 50 years.

Reserves are classified according to the degree of certainty associated with the estimates.
1.

Proved Reserves
Proved reserves are those reserves that can be estimated with a high degree of certainty to be recoverable.
It is likely that the actual remaining quantities recovered will exceed the estimated proved reserves.

2.

Probable Reserves
Probable reserves are those additional reserves that are less certain to be recovered than proved reserves. It
is equally likely that the actual remaining quantities recovered will be greater or less than the sum of the
estimated proved plus probable reserves.

3.

Possible Reserves
Possible reserves are those additional reserves that are less certain to be recovered than probable reserves.
It is unlikely that the actual remaining quantities recovered will exceed the sum of the estimated proved
plus probable plus possible reserves. Possible reserves have not been considered in this report.

Other criteria that must also be met for categorization of reserves are provided in Section 5.5 of the COGE
Handbook.
Each of the reserves categories (proved, probable, and possible) may be divided into developed or undeveloped
categories.
4.

Developed Reserves
Developed reserves are those reserves that are expected to be recovered from existing wells and installed
facilities or, if facilities have not been installed, that would involve a low expenditure (e.g., when compared
to the cost of drilling a well) to put the reserves on production. The developed category may be subdivided
into producing and non-producing.

5.

Developed Producing Reserves
Developed producing reserves are those reserves that are expected to be recovered from completion
intervals open at the time of the estimate. These reserves may be currently producing or, if shut in, they
must have previously been on production, and the date of resumption of production must be known with
reasonable certainty.
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6.

Developed Non-Producing Reserves
Developed non-producing reserves are those reserves that either have not been on production, or have
previously been on production, but are shut in, and the date of resumption of production is unknown.

7.

Undeveloped Reserves
Undeveloped reserves are those reserves expected to be recovered from known accumulations where a
significant expenditure (e.g., when compared to the cost of drilling a well) is required to render them
capable of production. They must fully meet the requirements of the reserves classification (proved,
probable, possible) to which they are assigned.
In multi-well pools, it may be appropriate to allocate total pool reserves between the developed and
undeveloped categories or to subdivide the developed reserves for the pool between developed producing
and developed non-producing. This allocation should be based on the estimator’s assessment as to the
reserves that will be recovered from specific wells, facilities, and completion intervals in the pool and their
respective development and production status.

8.

Levels of Certainty for Reported Reserves
The qualitative certainty levels contained in the definitions in Sections 1, 2 and 3 are applicable to
individual reserves entitles, which refers to the lowest level at which reserves estimates are made, and to
reported reserves, which refers to the highest level sum of individual entity estimates for which reserve
estimates are made.
Reported total reserves estimated by deterministic or probabilistic methods, whether comprised of a single
reserves entity or an aggregate estimate for multiple entities, should target the following levels of certainty
under a specific set of economic conditions:
(a)

There is a 90% probability that at least the estimated proved reserves will be recovered.

(b)

There is a 50% probability that at least the sum of the estimated proved reserves plus probable
reserves will be recovered.

(c)

There is a 10% probability that at least the sum of the estimated proved reserves plus probable
reserves plus possible reserves will be recovered.

A quantitative measure of the probability associated with a reserves estimate is generated only when a
probabilistic estimate is conducted. The majority of reserves estimates will be performed using
deterministic methods that do not provide a quantitative measure of probability. In principle, there should
be no difference between estimates prepared using probabilistic or deterministic methods.
Additional clarification of certainty levels associated with reserves estimates and the effect of aggregation
is provided in Section 5.5.3 of the COGE Handbook. Whether deterministic or probabilistic methods are
used, evaluators are expressing their professional judgement as to what are reasonable estimates.
9.

Remaining Recoverable Reserves are the total remaining recoverable reserves associated with the acreage
in which the Company has an interest.

10.

Company Gross Reserves are the Company’s working interest share of the remaining reserves, before
deduction of any royalties.

11.

Company Net Reserves are the gross remaining reserves of the properties in which the Company has an
interest, less all Crown, freehold, and overriding royalties and interests owned by others.
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12.

Net Production Revenue is income derived from the sale of net reserves of oil, pipeline gas, and gas
by-products, less all capital and operating costs.

13.

Fair Market Value is defined as the price at which a purchaser seeking an economic and commercial
return on investment would be willing to buy, and a vendor would be willing to sell, where neither is under
compulsion to buy or sell and both are competent and have reasonable knowledge of the facts.

14.

Barrels of Oil Equivalent (BOE) Reserves - BOE is the sum of the oil reserves, plus the gas reserves
divided by a factor of 6, plus the natural gas liquid reserves, all expressed in barrels or thousands of barrels.
Equivalent reserves can also be expressed in thousands of cubic feet of gas equivalent (McfGE) using a
conversion ratio of 1 bbl:6 Mcf.

15.

Oil (or Crude Oil) – a mixture consisting mainly of pentanes and heavier hydrocarbons that exists in the
liquid phase in reservoirs and remains liquid at atmospheric pressure and temperature. Crude oil may
contain small amounts of sulphur and other non-hydrocarbons, but does not include liquids obtained from
the processing of natural gas.

16.

Gas (or Natural Gas) – a mixture of lighter hydrocarbons that exist either in the gaseous phase or in
solution in crude oil in reservoirs, but are gaseous at atmospheric conditions. Natural gas may contain
sulphur or other non-hydrocarbon compounds.

17.

Non-Associated Gas – an accumulation of natural gas in a reservoir where there is no crude oil.

18.

Associated Gas - the gas cap overlying a crude oil accumulation in a reservoir.

19.

Solution Gas - gas dissolved in crude oil.

20.

Natural Gas By Products – those components that can be removed from natural gas including, but not
limited to, ethane, propane, butanes, pentanes plus, condensate, and small quantities of non-hydrocarbons.

21.

Products Types – sub-classify the principle product types of petroleum, crude oil, gas and by products,
into specific groupings based on the properties of the hydrocarbon and the properties of the accumulation
and reservoir rock from which it is found. Regulatory agencies may define in legislation the production
types they require to be used for reporting purposes in their jurisdiction. The Canadian Securities
Association (CSA) defines the following Product Types for reporting purposes in National Instrument 51
101, effective July 1, 2015.
Crude Oil
(a)

Light Crude Oil means crude oil with a relative density greater than 31.1 degrees API gravity.

(b)

Medium Crude Oil means crude oil with a relative density greater than 22.3 degrees API gravity
and less than or equal to 31.1 degrees API gravity;

(c)

Heavy Crude Oil means crude oil with a relative density greater than 10 degrees API gravity and
less than or equal to 22.3 degrees API gravity;

(d)

Tight Oil means crude oil:
(i)

contained in dense organic rich rocks, including low-permeability shales, siltstones and
carbonates, in which the crude oil is primarily contained in microscopic pore spaces that
are poorly connected to one another, and

(ii)

that typically requires the use of hydraulic fracturing to achieve economic production
rates;
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(e)

(f)

Bitumen means a naturally occurring solid or semi solid hydrocarbon:
(i)

consisting mainly of heavier hydrocarbons, with a viscosity greater than 10,000
millipascal-seconds (mPa.s) or 10,000 centipoise (cP) measured at the hydrocarbon’s
original temperature in the reservoir and at atmospheric pressure on a gas free basis, and

(ii)

that is not primarily recoverable at economic rates through a well without the
implementation of enhanced recovery methods;

Synthetic Crude Oil means a mixture of liquid hydrocarbons derived by upgrading bitumen,
kerogen or other substances such as coal, or derived from gas to liquid conversion and may
contain sulphur or other compounds;

Natural Gas
(g)

Conventional Natural Gas means natural gas that has been generated elsewhere and has migrated
as a result of hydrodynamic forces and is trapped in discrete accumulations by seals that may be
formed by localized structural, depositional or erosional geological features;

(h)

CoalBed Methane means natural gas that

(i)

(j)

(k)

(i)

primarily consists of methane, and

(ii)

is contained in a coal deposit;

Shale Gas means natural gas:
(i)

contained in dense organic-rich rocks, including low-permeability shales, siltstones and
carbonates, in which the natural gas is primarily absorbed on the kerogen or clay
minerals, and

(ii)

that usually requires the use of hydraulic fracturing to achieve economic production rates;

Synthetic Gas means a gaseous fluid:
(i)

generated as a result of the application of an in-situ transformation process to coal or
other hydrocarbon-bearing rock, and

(ii)

comprised of not less than 10% by volume of methane;

Gas Hydrates means a naturally occurring crystalline substance composed of water and gas in an
ice lattice structure;

By Products
(l)

Natural Gas Liquids means those hydrocarbon components that can be recovered from natural
gas as a liquid including, but not, limited to, ethane, propane, butanes, pentanes plus and
condensates.
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NOTICE TO READER
The information concerning Pieridae contained in this Appendix has been provided by Pieridae for inclusion in this
Appendix. Although Ikkuma has no knowledge that would indicate that any of such information is untrue or
incomplete, Ikkuma does not assume any responsibility for the accuracy or completeness of such information or the
failure by Pieridae to disclose events which may have occurred or may affect the completeness of such information
but which are unknown to Ikkuma.
All capitalized terms used in this Appendix but not otherwise defined herein have the meanings set forth in the
“Glossary of Terms” in the Information Circular to which this Appendix is attached.
No securities regulatory authority or stock exchange has expressed an opinion about the Arrangement or the Pieridae
Shares, ExploreCo Shares or ExploreCo Warrants to be issued pursuant to the Arrangement and it is an offence to
claim otherwise.
An investment in Pieridae should be considered highly speculative due to the nature of its activities and the present
stage of its development. See “Risk Factors”.
The following information is a summary of the business and affairs of Pieridae and should be read together with the
more detailed information regarding the Arrangement contained elsewhere in the Information Circular and the
financial statements and management’s discussion and analysis relating to Pieridae in the schedules attached to this
Appendix, and the financial statements, management’s discussion and analysis, pro forma financial statements and
reserves disclosure relating to Ikkuma contained elsewhere in the Information Circular.
In this Appendix, dollar amounts are expressed in Canadian dollars unless otherwise stated.
ABBREVIATIONS AND CONVERSIONS
Abbreviations
The following abbreviations have the meanings set forth below.
AOF
ARTC
Bcf
boe
bopd
bwpd
COGE
Cr
DCQ
DFIT
DST
DSU
FH
GCA
GOR
GORR
KB
LNG
LPG
McfGE
Mcfpd
MPR

absolute open flow
Alberta Royalty Tax Credit
billion cubic feet
barrels of oil equivalent
barrels of oil per day
barrels of water per day
Handbook Canadian Oil and Gas Evaluation Handbook
Crown
daily contract quantity
diagnostic fracture injection testing
drill stem test
drilling spacing unit
Freehold
gas cost allowance
gas-oil ratio
gross overriding royalty
kelly bushing
liquid natural gas
liquid petroleum gas
thousands of cubic feet of gas equivalent
thousands of cubic feet per day
maximum permissive rate
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MRL
NC
NCI
NGL
NI 51-101
NORR
NPI
OC
ORRI
P&NG
PG
PIIP
PSU
PVT
RS
SPE-PRMS
TCGSL
TVD
UOCR
WI

maximum rate limitation
‘new’ Crown
net carried interest
natural gas liquids
National Instrument 51-101
net overriding royalty
net profits interest
‘old’ Crown
overriding royalty interest
petroleum and natural gas
petroleum and gas
Petroleum Initially-In-Place
production spacing unit
pressure-volume-temperature
underground reservoir
Society of Petroleum Engineers - Petroleum Resources Management System
TransCanada Gas Services Limited
total vertical deep
Unit Operating Cost Rates for operating gas cost allowance
working interest

Conversions
The following table sets forth certain conversions from Imperial to Metric units.
Conversion Factors — Imperial to Metric
barrels (bbl) (@ 60°F)
bbl (@ 60°F)
bbl (@ 60°F)
bbl (@ 60°F)
bbl (@ 60°F)
thousands of cubic feet (Mcf) (@
14.65 psia, 60°F)
Mcf (@ 14.65 psia, 60°F)
acres
acres
acre feet (ac-ft)
Mcf/ac-ft (@ 14.65 psia, 60°F)
Btu
British thermal units per standard
cubic foot (Btu/Scf)
(@ 14.65 psia, 60°F)
$/Mcf (1,000 Btu gas)
$/Mcf (@ 14.65 psia, 60°F) Alta.
$/Mcf (@ 15.025 psia, 60°F), B.C.
feet (ft)
miles (mi)
$/bbl
GOR (scf/bbl)
horsepower
psi

x 0.15898
x 0.15798
x 0.15873
x 0.15881
x 0.15891
x 28.17399

= cubic metres (m3) (@ 15°C), water
= m3 (@ 15°C), Ethane
= m3 (@ 15°C), Propane
= m3 (@ 15°C), Butanes
= m3 (@ 15°C), oil, Pentanes Plus
= m3 (@ 101.325 kPaa, 15°C)

x 0.02817399

= 1,000 cubic metres (103m3) (@
101.325 kPaa, 15°C)
= hectares (ha)
= 1,000 square metres (103m2)
= 10,000 cubic metres (104m3) (ha.m)
= 103m3/m3 (@ 101.325 kPaa, 15°C)
= joules (J)
= megajoules per cubic metre (MJ/m3)
(@ 101.325 kPaa, 15°C)

x 0.4046856
x 4.046856
x 0.123348
x 22.841028
x 1054.615
x 0.03743222

x 0.9482133
x 35.49373
x 34.607860
x 0.3048
x 1.609344
x 6.29287
x 0.177295
x 0.7456999
x 6.894757

= dollars per gigajoule ($/GJ)
= $/103m3 (@ 101.325 kPaa, 15°C)
= $/103m3 (@ 101.325 kPaa, 15°C)
= metres (m)
= kilometres (km)
= $/m3 (average for 30°-50° API)
= gas/oil ratio (GOR) (m3/m3)
= kilowatts (kW)
= kilopascals (kPa)
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long tons (LT)
pounds (lb)
gallons (Imperial)
gallons (U.S.)
barrels per million cubic feet
(bbl/MMcf) (@ 14.65 psia) (C3)
bbl/MMcf (C4)
bbl/MMcf (C5+)
LT/MMcf (sulphur)

x 1.016047
x 0.453592
x 4.54609
x 3.785412
x 5.6339198

gallons (Imperial) per thousand
cubic feet (gal (Imp)/Mcf) (C5+)
gallons (U.S.) per thousand cubic
feet (gal (U.S.)/Mcf) (C5+)
degrees Rankine (°R)
centipoises

x 161.3577

= tonnes (t)
= kilograms (kg)
= litres (L) (.001 m3)
= litres (L) (.001 m3)
= cubic metres per million cubic metres
(m3/106m3)
= (m3/106m3)
= (m3/106m3)
= tonnes per million cubic metres
(t/106m3)
= millilitres per cubic metre (mL/m3)

x 134.3584

= (mL/m3)

x 0.555556
x 1.0

= Kelvin (K)
= millipascal seconds (mPa.s)

x 5.6367593
x 5.6403087
x 36.063298

FORWARD LOOKING STATEMENTS
Certain of the statements contained herein including, without limitation, management plans and assessments of
future plans and operations, Pieridae’s expected 2018 capital budget, expected timing for spending capital associated
with certain joint venture arrangements, Pieridae's future business plan and strategy, Pieridae's criteria for evaluating
acquisitions and other opportunities, Pieridae's intentions with respect to future acquisitions and other opportunities,
plans and timing for development of undeveloped and probable resources, timing of when Pieridae may be taxable,
estimated abandonment and reclamation costs, plans regarding hedging, wells to be drilled, the weighting of
commodity expenses, and capital expenditures and the nature of capital expenditures and the timing and method of
financing thereof, may constitute “forward-looking statements” or “forward-looking information” within the
meaning of applicable securities laws (collectively “forward-looking statements”). Words such as “may”, “will”,
“should”, “could”, “anticipate”, “believe”, “expect”, “intend”, “plan”, “potential”, “continue”, “shall”, “estimate”,
“expect”, “propose”, “might”, “project”, “predict”, “forecast” and similar expressions may be used to identify these
forward-looking statements. These statements reflect management's current beliefs and are based on information
currently available to management.
Forward-looking statements involve significant risk and uncertainties. A number of factors could cause actual results
to differ materially from the results discussed in the forward-looking statements including, but not limited to, risks
associated with oil and gas exploration, development, exploitation, production, marketing and transportation, loss of
markets, volatility of commodity prices, currency fluctuations, imprecision of resources estimates, environmental
risks, competition from other producers, incorrect assessment of the value of acquisitions, failure to realize the
anticipated benefits of acquisitions, delays resulting from or inability to obtain required regulatory approvals and
ability to access sufficient capital from internal and external sources and the risk factors outlined under “Risk
Factors” and elsewhere herein. The recovery and estimates of Pieridae's resources provided herein are estimates
only and there is no guarantee that the estimated resources will be recovered. As a consequence, actual results may
differ materially from those anticipated in the forward-looking statements.
Forward-looking statements are based on a number of factors and assumptions which have been used to develop
such forward-looking statements but which may prove to be incorrect. Although Pieridae believes that the
expectations reflected in such forward-looking statements are reasonable, undue reliance should not be placed on
forward-looking statements because Pieridae can give no assurance that such expectations will prove to be correct.
In addition to other factors and assumptions which may be identified in this document, assumptions have been made
regarding, among other things: the impact of increasing competition; the general stability of the economic and
political environment in which Pieridae operates; the timely receipt of any required regulatory approvals; the ability
of Pieridae to obtain qualified staff, equipment and services in a timely and cost efficient manner; the ability of the
operator of the projects which Pieridae has an interest in, to operate the field in a safe, efficient and effective
manner; the ability of Pieridae to obtain financing on acceptable terms; the ability to replace and expand oil and
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natural gas resources through acquisition, development and exploration; the timing and costs of pipeline, storage and
facility construction and expansion and the ability of Pieridae to secure adequate product transportation; future oil
and natural gas prices; currency, exchange and interest rates; the regulatory framework regarding royalties, taxes and
environmental matters in the jurisdictions in which Pieridae operates; and the ability of Pieridae to successfully
market its oil and natural gas products. As of December 31, 2017, no oil or natural gas reserves have been assigned
to any of the properties in which Pieridae has an interest.
Readers are cautioned that the foregoing list of factors is not exhaustive. Additional information on these and other
factors that could affect Pieridae's operations and financial results are included in reports on file with Canadian
securities regulatory authorities and may be accessed through the SEDAR website (www.sedar.com), and at
Pieridae's website (www.pieridaeenergy.com). Although the forward-looking statements contained herein are based
upon what management believes to be reasonable assumptions, management cannot assure that actual results will be
consistent with these forward-looking statements. Investors should not place undue reliance on forward-looking
statements. These forward-looking statements are made as of the date of the Information Circular and Pieridae
assumes no obligation to update or review them to reflect new events or circumstances except as required by
applicable securities laws.
Forward-looking statements contained herein concerning the oil and gas industry and Pieridae's general expectations
concerning this industry are based on estimates prepared by management using data from publicly available industry
sources as well as from resource reports, market research and industry analysis and on assumptions based on data
and knowledge of this industry which Pieridae believes to be reasonable. However, this data is inherently imprecise,
although generally indicative of relative market positions, market shares and performance characteristics. While
Pieridae is not aware of any misstatements regarding any industry data presented herein, the industry involves risks
and uncertainties and is subject to change based on various factors.
CORPORATE STRUCTURE OF PIERIDAE
Name, Address and Incorporation
Pétrolia inc. (“Pétrolia”), a predecessor corporation of Pieridae, was incorporated on January 22, 2002 under the
name 9112-6094 Quebec Inc. pursuant to Part 1A of the Companies Act (Quebec). Subsequently, Pétrolia changed
its name to Pétrolia Inc. by Articles of Amendment dated September 10, 2002. On October 21, 2004, Pétrolia filed
Articles of Amendment in order to amend its share capital, convert its issued and outstanding shares into common
shares and to remove the private company provisions from its Articles.
Pieridae Energy Limited (“Former Pieridae”), the other predecessor corporation of Pieridae, was incorporated on
May 29, 2012 pursuant to the Canada Business Corporations Act (“CBCA”) and was extra-provincially registered
on May 31, 2012 under the ABCA.
On October 24, 2017, pursuant to a plan of arrangement under the CBCA (the “Pétrolia Arrangement”), Former
Pieridae and Pétrolia amalgamated and continued as one corporation under the CBCA with the name Pieridae
Energy Limited (“Pieridae”).
Pieridae is a reporting issuer, or the equivalent, in British Columbia, Alberta and Québec. The shares of Pieridae
trade on the TSXV under the symbol “PEA”. The registered office of Pieridae is located at 1600, 333 7th Avenue
S.W., Calgary, Alberta T2P 2Z1. The head office of Pieridae is located at 2400 440 – 2nd Avenue S.W., Calgary,
Alberta, T2P 5E9 and its operations offices are located at 1718 Argyle Street, Suite 730, Halifax, Nova Scotia B3J
3N6 and 511, Saint-Joseph Street East, 2nd Floor, local 304, Québec City, Québec G1K 3B7.
Intercorporate Relationships
The following table describes the intercorporate relationships among Pieridae and its material direct and indirect
subsidiaries.
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Subsidiary
Pieridae Energy (Canada) Ltd.
Goldboro LNG Limited Partnership
9290834 Canada Ltd.
Pieridae Energy (USA) Ltd.
Goldboro LNG Limited Partnership II
Pieridae Production GP Ltd.
Pieridae Production Limited Partnership
Atlantic Offshore Production Ltd.
Pieridae Offshore Development Limited Partnership
Pieridae Alberta Production Ltd.
Pieridae Alberta Development Limited Partnership
Pieridae Quebec Production Ltd.
Pieridae Quebec Development Limited Partnership
Pétrolia Anticosti Inc.

Jurisdiction of
Incorporation
or Formation

Percentage of Voting
Securities
(direct or indirect)

Federal
Alberta
Federal
Federal
Alberta
Alberta
Alberta
Federal
Alberta
Federal
Alberta
Federal
Alberta
Quebec

99.073%
99%
100%
100%
100%
50%
20%
100%
100%
100%
100%
100%
100%
100%

Pieridae Energy (Canada) Ltd.
Pieridae Energy (Canada) Ltd. (“Pieridae Canada”) is the sole general partner of Goldboro LNG Limited
Partnership. Pieridae Canada was incorporated on February 14, 2012 under the CBCA and was extra-provincially
registered under the ABCA on October 3, 2012 and under the Corporations Registration Act (Nova Scotia) on
October 5, 2012.
Goldboro LNG Limited Partnership
Goldboro LNG Limited Partnership (“Goldboro Canada LP”) was formed on December 11, 2012 under the
Partnership Act (Alberta) for the purposes of developing, constructing and operating the proposed Goldboro LNG
Facility to be situated on the Atlantic Ocean coast in the Municipality of the District of Guysborough, Nova Scotia.
9290834 Canada Ltd.
9290834 Canada Ltd. (“9290834”) was incorporated on May 11, 2015 under the CBCA and was extra-provincially
registered on June 4, 2015 under the Corporations Registration Act (Nova Scotia). 9290834, in its capacity as agent
and bare trustee of Pieridae Canada and Goldboro Canada LP, holds legal title to the lands on which the proposed
Goldboro LNG Facility (as defined below) is being developed and is proposed to be constructed and operated.
Pieridae Energy (USA) Ltd.
Pieridae Energy (USA) Ltd. (“Pieridae USA”) is the sole general partner of Goldboro LNG Limited Partnership II.
Pieridae USA was incorporated on August 16, 2013 under the CBCA and was extra-provincially registered under
the ABCA on August 22, 2013 and under the Corporations Registration Act (Nova Scotia) on November 6, 2013.
Goldboro LNG Limited Partnership II
Goldboro LNG Limited Partnership II (“Goldboro USA LP”) was formed on September 24, 2013 under the
Partnership Act (Alberta) for the purposes of procuring long-term natural gas supply from producers in the United
States and transporting the natural gas to the proposed Goldboro LNG Facility for sale to Goldboro Canada LP for
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use as feed gas and fuel in the production of LNG. No such supply agreement has been entered into by Goldboro
USA LP with any such producers.
Pieridae Production GP Ltd.
Pieridae Production GP Ltd. (“Production GP”) is the sole general partner of Pieridae Production Limited
Partnership. Production GP was incorporated on February 5, 2013 under the ABCA and was extra-provincially
registered on March 1, 2013 under the Business Corporations Act (New Brunswick).
Pieridae Production Limited Partnership
Pieridae Production Limited Partnership (“Production LP”) was formed on February 27, 2013 under the
Partnership Act (Alberta) for the purposes of acquiring and developing natural gas resource properties in New
Brunswick.
Atlantic Offshore Production Ltd.
Atlantic Offshore Production Ltd. (“Atlantic Production”) is the sole general partner of Pieridae Offshore
Development Limited Partnership. Atlantic Production was incorporated on September 23, 2015 under the CBCA
and was extra-provincially registered on September 25, 2015 under the ABCA and on September 28, 2015 under the
Companies Act (Nova Scotia). Atlantic Production is presently inactive.
Pieridae Offshore Development Limited Partnership
Pieridae Offshore Development Limited Partnership (“Offshore Development LP”) was formed on October 20,
2015 under the Partnership Act (Alberta) for the purposes of acquiring and developing natural gas resource
properties in Nova Scotia and offshore Nova Scotia. Offshore Development LP is presently inactive.
Pieridae Alberta Production Ltd.
Pieridae Alberta Production Ltd. (“Alberta Production”) is the sole general partner of Pieridae Alberta
Development Limited Partnership. Alberta Production was incorporated on June 6, 2018 under the CBCA and was
extra-provincially registered on June 7, 2018 under the ABCA. Alberta Production is presently inactive.
Pieridae Alberta Development Limited Partnership
Pieridae Alberta Development Limited Partnership (“Alberta Development LP”) was formed on June 29, 2018
under the Partnership Act (Alberta) for the purposes of acquiring and developing natural gas resource properties in
Western Canada. Alberta Development LP is presently inactive.
Pieridae Quebec Production Ltd.
Pieridae Quebec Production Ltd. (“Quebec Production”) is the sole general partner of Pieridae Quebec
Development Limited Partnership. Quebec Production was incorporated on December 27, 2017 under the CBCA
and was extra-provincially registered on January 9, 2018 under the Business Corporations Act (Quebec).
Pieridae Quebec Development Limited Partnership
Pieridae Quebec Development Limited Partnership (“Quebec Development LP”) was formed on April 13, 2018
under the Partnership Act (Alberta) for the purposes of acquiring and developing natural gas resource properties in
Quebec. Quebec Development LP holds the resource properties formerly held by Pétrolia Inc.
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Pétrolia Anticosti Inc.
Pétrolia Anticosti Inc. (“Pétrolia Anticosti”) was incorporated on March 17, 2014 under the to the Business
Corporations Act (Quebec) and currently provides services in relation to the demobilization of infrastructure and the
capping of wells necessitated by the Anticosti Settlement.
BUSINESS OF PIERIDAE
Description of the Business
Pieriade’s mission is to build shareholder value by becoming the first fully integrated independent LNG producer in
Canada. Pieridae’s business activities are centred on the development of the following fields of the energy sector:
(a) the production and procurement of Canadian and U.S. natural gas; (b) the processing and liquefaction of that
natural gas in the production of LNG at a facility owned by Pieridae; and (c) the sale of the LNG to customers for
export to international markets and to specific markets in North America. Value will be created to the extent that the
price for LNG in international markets (which is often oil influenced) exceeds the aggregate of the cost of the
natural gas production and procurement in the North American market and related costs including transportation,
liquefaction, shipping and regasification.
Pieridae’s business model is based upon the traditional integrated model for the LNG industry which is
characterized by the ownership of both natural gas resources and liquefaction capacity (the “Goldboro LNG
Project”). In terms of liquefaction capacity, Pieridae is developing a natural gas liquefaction facility to be situated
on the Atlantic Ocean coast, near the community of Goldboro, Nova Scotia (the “Goldboro LNG Facility”). This
traditional model allows for more flexible management and mitigation of risks along the value chain. This project is
at its development stage and Pieridae is seeking to secure sales, procurement, transportation, financing and get all
regulatory approval for a final investment decision in Q4 2018/Q1 2019.
The Goldboro LNG Facility will be located on the coast of the Atlantic Ocean, approximately two kilometres from
the communities of Goldboro in the West, and Drum Head in the East. The Facility will include one, or possibly two
liquefaction trains, each with the annual production capacity of approximately 5 MMTPA of LNG; a power plant
which will generate the electricity required to produce LNG; two LNG storage tanks; as well as marine structures
and a jetty which will be equipped to accommodate two LNG carriers of up to 250,000 m3 of LNG each.
Pieridae’s management team is comprised of a proven team of professional management in all key operational areas
of the organization. See “Directors and Executive Officers” in this Appendix.
As at December 31, 2017, a total of 20 persons were employed or engaged by Pieridae.
Social and Environmental Policies
Pieridae has adopted policies relating to health, safety and environmental matters. Pieridae’s objective is to pursue
its business strategy while ensuring that its operations meet applicable safety standards and account for
environmental and social impacts. Occupational and community health and safety are key concerns in the planning
and performance of exploration work. Special attention is also paid to local community and business relationships,
as well as environmental protection.
It has also established monitoring committees in a joint initiative with the municipalities having the mandate to
facilitate the exchange and dissemination of project information. The committees hold meetings quarterly, or more
frequently as needed.
In Nova Scotia, under the Environmental Assessment Approval, Pieridae has established a Community Liaison
Committee and Fisheries Advisory Committee. In addition Pieridae has developed a complaint resolution plan,
along with a Mi’kmaq Communication Plan, Community Communication Plan, and Archaeology and heritage
resources monitoring and contingency plan which are updated periodically.
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Protection of environment
Pieridae’s operations are regulated by laws and regulations with respect to, among others, environmental protection.
Environmental consequences are difficult to identify, whether in terms of level, timeline or impact. Pieridae is
operating in accordance with the applicable environmental protection laws and regulations in force.
Competition
The oil and gas and LNG industries are extremely competitive in every aspect. Pieridae competes with other
companies that have greater financial resources, staff and facilities than those of Pieridae. Competition could affect
Pieridae’s ability to acquire properties or capital for its future plans. Pieridae believes that its competitive position is
equivalent to that of other integrated LNG development issuers of a similar size and at a similar stage of
development.
Legislative Framework
On December 9, 2016, Bill 106: An Act regarding the implementation of the 2030 Energy Policy and amending
various legislative provisions was adopted at the Québec National Assembly. This law provides a legislative
framework specific to the hydrocarbons exploration and exploitation activities, which were previously governed by
the Mining Act.
The Petroleum Resources Act and its regulations were published on September 5, 2018 and became in force on
September 20, 2018. This new Act and regulations govern the management of land-based oil and gas activities
carried out pursuant to exploration, production and hydrocarbon storage licences, the management of hydrocarbon
exploration, production and storage licences, oil and gas activities in hydrous environments and regarding fees,
duties on the substances withdrawn.
In Nova Scotia, all environmental regulations are pursuant to the Environment Act which applies to LNG. Also,
other provincial departments such as Lands and Forestry, Transportation and Infrastructure Renewal along with
Department of Mines and Energy also have acts and subsequent regulations which apply to or are associated with
LNG. Some of these Acts include, but are not limited to, Crown Lands Act, Endangered Species Act, the Highway’s
Act and the Pipeline Act. In addition federal Departments and agencies have acts and legislation associated with
LNG such as Transport Canada and Department of Fisheries and Oceans. Some of these Acts include Department of
Transport Act, Canada Shipping Act and Fisheries Act. Many fall under the umbrella of Nova Scotia Environmental
Assessment Approval and associated applications for approval
Furthermore, there is presently a government imposed moratorium on the use of hydraulic fracturing in New
Brunswick which effectively prevents any further exploration and development by Production LP of its natural gas
resource properties in that province.
Skills and Specialized Knowledge
Pieridae’s business requires specialized skills and knowledge in all of its aspects including, but not limited to, oil
and gas operations, LNG facility engineering and construction and LNG operations. The employees, subcontractors
and consultants of Pieridae have the required expertise and specialized knowledge to allow Pieridae to carry out its
activities.
Reorganization
Other than the Pétrolia Arrangement, Pieridae or any of its subsidiaries have not been the object of any
reorganization within the three most recently completed financial years. Pieridae completed, during the current
financial year, the transfer of the licences it holds for oil and gas exploration in Quebec to Pieridae Quebec
Development Limited Partnership.
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GENERAL DEVELOPMENT OF THE BUSINESS
Three Year History of Former Pieridae
The following is a summary description of the major events which influenced the general development of Former
Pieridae and which are material to the current business of Pieridae, for the financial years completed on December
31, 2015 and December 31, 2016 and for part of the financial year completed on December 31, 2017 until its
amalgamation with Pétrolia on October 24, 2017.
2015
On May 22, 2015, the U.S. Department of Energy (“US DOE”) issued the Order No. 3639 authorizing the annual
export, by pipeline, of up to 292 Bcf of natural gas sourced from the United States to Canada for end use in Canada
or, after liquefaction in Canada, to export, by vessel, the LNG produced from such natural gas to countries with
which the United States has a free-trade agreement. This authorization is for a period of twenty years commencing
on the earlier of date of first export and May 22, 2022.
On August 6, 2015 the deadline for the commencement of work on the Project Site (as defined below) imposed by
the environmental assessment approval issued by the Minister of the Environment of Nova Scotia of the proposed
Goldboro LNG Facility to be located on the 109 hectares (269.4 acres) of unimproved land situated within the
Goldboro industrial park ( the “Project Site”) was extended from March 21, 2016 to March 21, 2018.
On August 13, 2015, the National Energy Board (“NEB”) issued the Export Licence GL-313 authorizing the export
from Canada up to 16.675 billion cubic meters of natural gas each year for a period of twenty years commencing on
the date of first export. On the same date, the NEB issued the Import Licence GL-314 authorizing the import to
Canada up to 11.845 billion cubic meters of natural gas each year for a period of twenty years commencing on the
date of first import.
On December 3, 2015, the Project Site was identified and acquired by 9290834 as agent and bare trustee of Pieridae
Canada as general partner of Goldboro Canada LP.
In 2015, Former Pieridae increased its interest in Production LP to 20%. Production LP owns certain natural gas
resource properties situated in New Brunswick. Under certain circumstances it is possible for Former Pieridae to
increase this interest to 50%. However, there is presently a government imposed moratorium on the use of hydraulic
fracturing in New Brunswick which effectively prevents any further exploration and development by Production LP
of its natural gas resource properties in that province. The other partner in Production LP is ORLEN Upstream
Canada Ltd., an affiliate of Polski Koncern Naftowy Orlen Spóáka Akcyjna which is a public corporation listed on
the Warsaw stock exchange and is a major Polish oil refiner and petrol retailer with operations in Poland as well as
the Czech Republic, Germany and the Baltic States.
2016
On February 5, 2016, the US DOE issued the Order No. 3768 authorizing the annual export, using the capacity of
the U.S. portion of the Maritimes & Northeast Pipeline that is in service as of February 5, 2016, of up to 292 Bcf
natural gas sourced from the United States to Canada for liquefaction in Canada and re-export as LNG to countries
with which the United States does not have a free-trade agreement. This authorization is for a period of twenty years
commencing on the earlier of the date of first commercial re-export and February 5, 2023. The volume of natural gas
that is authorized for export under Order No. 3768 is not additive to the volume of natural gas that is authorized for
export under Order No. 3639.
On May 20, 2016, the Export Licence GL-313 and Import Licence Gl-314 issued by the NEB on August 13, 2015
were officially approved by Order in Council No. P.C. 2016-391.
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2017
On May 3, 2017, Former Pieridae completed the successful negotiation of a collective agreement affecting 15 of the
relevant trade unions in Nova Scotia which will be relied upon to construct the Goldboro LNG Facility.
On July 28, 2017, the Labour Board (Nova Scotia) issued the orders LB-1322 and LB-1323 declaring that the
collective agreement is a project agreement with effect commencing July 27, 2017 in accordance with subsection
5(3) of the Construction Project Labour Relations Act (Nova Scotia).
On October 24, 2017 the deadline for the commencement of work on the Project Site imposed by paragraph 1.3 of
the environmental assessment approval issued by the Minister of the Environment of Nova Scotia of the proposed
Goldboro LNG Facility was extended from March 21, 2018 to March 21, 2019. On November 9, 2018 the
Government of Nova Scotia confirmed that this condition was satisfied by the clearing of the Project Site in early
2018.
Three Year History of Pétrolia
The following is a summary description of the major events which influenced the general development of Pétrolia
and which are material to the current business of Pétrolia, for the financial years completed on December 31, 2015
and December 31, 2016 and for part of the financial year completed on December 31, 2017 until its amalgamation
with Pieridae on October 24, 2017.
2015
A production pump arrived at the site of the Haldimand No. 4 well on April 24, 2015. The pump was used to
complete well cleaning operations. To install the pump, the well was opened twice: once on March 31, 2015, and a
second time on April 24, 2015. The first opening allowed the verification of the production separator before pump
installation. The opening of the well on March 31, 2015 enabled the production of 10.2 cubic metres (“m³”) (64
barrels) of light crude oil by natural means and of 17.31 m³ (109 barrels) upon reopening on April 24, 2015. A total
of 120.4 m³ (757 barrels) of drilling fluids mixed with light crude oil was collected during the short-term evaluation
test, including 54 m³ (340 barrels) of light crude oil between February 3 and 15, 2015. In July 2015, Pieridae
developed a plan to complete further clean-up operations. In August 2015, permit applications were submitted
relating to this clean-up program.
On August 5, 2015, Pieridae announced the development of a resource confirmation program for the Bourque
project to follow up on the results obtained during the merging of the 2008 3D seismic data and data gathered during
2012 drillings (reprocessing).
On October 6, 2015, Pieridae announced that a completion permit was issued by the Ministère de l'Énergie et des
Ressources naturelles du Québec (“MERN”) for the Haldimand No. 4 well. This permit authorized the cleaning of
the well the commencement of the long-term production test. The cleaning operation took place between October 18
and December 20, 2015. It consisted in successive phases of cleaning with nitrogen, then acid, and a final cleaning
with nitrogen. A period of natural flow followed the cleaning operation, during which the well produced up to 59.8
barrels (9.5 m3) of crude oil per day, with an average 43.5 barrels (6.9 m3) per day, totalling 360 barrels (57.2 m3)
during a period of just over 8 days, between December 12 and 20, 2015. Such production of an average 43.5 barrels
(6.9 m3) per day compares favourably with the 13.8 barrels (2.19 m3) per day observed just before the cleaning
operation, thus confirming the efficiency of the operation. The team then worked on preparing the next stages,
including a long-term production test.
Following the closing of a first phase of financing by Ressources Québec inc. (“Ressources Québec”) and TUGLIQ
Energy Corp. (“TUGLIQ Energy”) for the Bourque permits on November 6, 2015, a joint venture was created by
Pieridae, Ressources Québec and TUGLIQ Energy. For the purposes of this transaction, the value of the Bourque
permits was based on exploration expenses incurred by Pieridae in the amount of $21,888,692. Ressources Québec
invested $918,200 in the joint venture in exchange for a 4.8% participation in Pieridae’s permits on the Bourque
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property, while TUGLIQ Energy acquired a 5.29% participation in such permits in exchange for its investment of
$1,350,000.
Thus, further to this transaction, Pieridae held a 89.91% participation in the permits related to the Bourque property.
2016
On May 18, 2016, Pieridae announced the commencement of long-term production testing on Haldimand 4. Pieridae
was issued all the necessary government approvals to begin such production test. Pieridae and its then partner
Québénergie Inc. (“Québénergie”) approved the long-term test program.
On July 15, 2016, Pieridae confirmed that it had closed the second phase of the financing for the Bourque project by
Ressources Québec for a total amount of $8,500,000. This investment constituted a direct participation in the four
permits related to the Bourque property in the amount of $2,000,000 in cash and a contribution of $6,500,000, by
way of calls for funds, to carry out the exploration program. This investment allowed Ressources Québec to obtain
an additional 38.88% interest in Pieridae’s participation and a 1.32% of TUGLIQ Énergy’s participation in such
permits. The proceeds of this financing are used by Pieridae to carry out the exploration program on the Bourque
property. Following the completion of this second phase of financing of the Bourque property, Pieridae’s
participation in the joint venture amounted to 51.03 %, Ressources Québec to 45 % and TUGLIQ Energy to 3.97 %.
On September 2, 2016, Pieridae confirmed the existence of a functional oil reservoir comprised of natural fractures
on the Haldimand property as well as the suspension of the production test for the Haldimand No. 4 well, started in
May 2016.
On September 26, 2016, Pieridae announced the commencement of the operations leading to the drilling of the
lateral section of Bourque No. 1. The drilling of the horizontal leg of the reservoir was followed by logging and
completion. The lower open hole section of the well was permanently abandoned through the installation of 4
cement plugs. Thereafter, the drilling rig was moved a few metres (“m”) away towards the enlarged portion of the
Bourque No. 1 site in order to drill a third well (Bourque HZ No. 3).
On December 23, 2016, Pieridae announced that the most recent step in the process of verifying the presence of
resources on the Bourque property, namely the re-entry and completion of Bourque No. 1 as well as an additional
drilling (Bourque HZ No. 3), was completed on time and within the budget. This drilling revealed the presence of
gas and oil in the Forillon formation. The Bourque HZ No. 3 completion program was delayed in order to analyze
the data collected on Bourque No. 1 and to finalize the plan for production tests. As a result, Pieridae demobilized
the equipment until spring 2017. In the meantime, measuring instruments were installed in the wells in order to
continue collecting data and the site was secured for the rest of the season.
2017
During the first quarter of the fiscal year 2017, the Québec government confirmed its support for Anticosti’s
designation as a UNESCO World Heritage Site. Following this announcement, the Québec government-initiated
negotiations with Pieridae and its partners in Anticosti Hydrocarbons L.P. with the aim of ending oil and natural gas
exploration on Anticosti Island. On July 24, 2017, the Government of Québec adopted an order in council, published
in the Gazette officielle du Québec and effective July 28, 2017, prohibiting the exploration and development of oil
and gas on Anticosti Island. It also announced the conclusion of agreements with certain companies involved in oil
and gas exploration on Anticosti Island, particularly Junex inc. as well as Corridor Resources Inc. and Saint-Aubin
E&P (Québec) inc., two of the partners of Anticosti Hydrocarbons L.P.
On September 29, 2017, the Government of Québec and Pieridae entered into a settlement agreement concerning the
cessation of oil & gas exploration and development activities on Anticosti Island. The cessation of work, the end of
the exploration program, as well as the termination of the operator contract held by Pétrolia Anticosti were
negotiated in return for a $20.4 million financial compensation for Pieridae, which held a 21.67% interest in the
Anticosti project and $150,000 for Petrolia Anticosti Inc. Under this agreement, the Government of Québec obtained
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the rights to certain of Pieridae’s exploration and evaluation assets on Anticosti Island and will assume the financial
obligations related to the future restoration of these properties, for which a net liability of $152,677 was recorded as
at September 29, 2017, consisting of exploration and evaluation assets of $147,975 and a provision for site
restoration of $300,652. Also, under this agreement, the Government of Québec undertook to vote, through
Ressources Québec, in favour of the proposed Pétrolia Arrangement as well as to sign the support and pooling
agreement and the same escrow agreement as the other Pétrolia insiders.
On October 23, 2017, Pétrolia acquired complete control of the Haldimand project. Previously, it had a 50% interest
with Québénergie holding the other 50%.
Developments in 2017 Subsequent to the Pétrolia Arrangement
As of November 23, 2017, Pieridae announced the update of a report prepared by Sproule Associates Limited
(“Sproule”) for its Bourque property. The partners on the Bourque project are Pieridae, Ressources Québec and
Tugliq. Pieridae is the operator of Bourque and majority owner.
Pieridae completed the re-entry drilling of Bourque No. 1 (Bourque HZ No. 1R1) and drilling of a second horizontal
well (Bourque HZ No. 3) on the same site. Upon completion of the drilling of these wells in December 2016,
Pieridae installed pressure gauges and the wells were shut-in for the winter. In May 2017, these gauges were
recovered with additional production tests conducted in July 2017.
The results of the production tests and sample analyses were used to assess the best means to put these wells into
production. In late August 2017, Sproule received all this new data as well as 66 km2 of reprocessed 3D seismic data
obtained in 2015. Sproule was then mandated to prepare an update of the evaluation report of the resource contained
within the Bourque project, effective as of December 31, 2017.
The operations on these two wells have established the presence of oil and gas in the reservoir. It has also revealed
that the reservoir is tight and will require some stimulation to allow for economic production.
Recent Developments
Pieridae Receives Permit to Construct the Goldboro LNG Facility
The Nova Scotia Utility and Review Board issued the permit to construct the Goldboro LNG Facility on November
5, 2018. Pieridae expects to proceed to satisfy each of the associated conditions of that permit and to commence the
construction of the Goldboro LNG Facility as soon as a positive financial investment decision is taken by Pieridae.
In anticipation of the commencement of construction, Pieridae has engaged Hatch Ltd. to act as its engineering
adviser. Hatch was selected due to its core competencies in the conversion, storage, handling and transportation of
LNG, which is critical to ensuring a well-thought-out plan that incorporates all aspects of the project site. Hatch has
a global network of approximately 9,000 professionals spanning over 150 countries in various sectors including
energy and infrastructure. Pieridae is also continuing to engage with First Nations so that the Mi’kmaq people will
realize on the opportunities contemplated by the Memorandum of Understanding signed in August, 2013.
Pieridae Eligible to Benefit from Additional Conditional Loan Support from the German Government
Pieridae announced on October 29, 2018 that its proposed financing of upstream activities within the Goldboro LNG
Project has received a written confirmation of eligibility in principle for up to US $1.5 billion of untied loan
guarantee by the German federal government under its UFK program (Bundesgarantien für ungebundene
Finanzkredite). This confirmation satisfies a condition to completion of the Arrangement and marks an important
milestone in advancing the integrated Goldboro LNG Project towards a final investment decision. This prospective
US $1.5 billion German government loan guarantee in relation to the proposed financing of conventional upstream
natural gas development is in addition to a like confirmation of UFK eligibility that was previously announced,
namely for up to US $3 billion of prospective German government loan guarantees for the proposed financing of the
construction of the Goldboro LNG Project train 1 and all associated facilities. The terms and conditions of both
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guarantees are yet to be negotiated in the context of an overall project financing. Given that the rationale of
Germany´s UFK program is to enhance security of commodity supply, the actual grant of the guarantees will be
subject to, among other things, a commitment that a specified amount of LNG produced annually from the proposed
Goldboro LNG facility over a term of twenty years will be delivered to, and be regasified in, Europe. In 2013,
Uniper Global Commodities S.E. entered into a twenty-year agreement with Goldboro Canada LP to purchase
approximately 5 million tons per annum of LNG produced from train 1 of the proposed Goldboro LNG Facility.
This agreement was subsequently amended on February 3, 2016, June 2, 2017 and November 1, 2018 thereby
extending the deadline imposed on Pieridae for satisfying certain conditions thereunder. The amendment of this
agreement on November 1, 2018 satisfies a condition to the completion of the Arrangement.
On August 15, 2018 Pieridae announced the appointment of KfW IPEX-Bank as an adviser in assisting it to finalize
a multibillion U.S. dollar untied loan guarantee from the German federal government under its UFK program.
New Regulations regarding Quebec Oil and Gas Development
On September 20, 2018 the Government of Quebec adopted new regulations aimed at Quebec oil and gas
development. The new regulations impact oil and gas development within a 1,000 m radius of any urban area. The
new regulations will apply to some of Pieridae’s properties in Quebec. Pieridae is assessing the impact of the new
regulations and is working with the Quebec government to mitigate and manage impacts to Pieridae’s properties in
Quebec.
Appointment of CFO
Mario Racicot resigned as the chief financial officer of Pieridae on September 1, 2018 and on September 14, 2018
Pieridae announced the appointment of Ms. Melanie Litoski as Chief Financial Officer (“CFO”) of Pieridae. See
“Directors and Executive Officers” in this Appendix E for additional information regarding Ms. Litoski.
Debt or Equity Financing
The completion of the Arrangement and the concomitant acquisition by Pieridae of Ikkuma represents an important
step forward in Pieridae’s objective of procuring sufficient long-term volumes of natural gas for use as feedstock
and fuel in the production of LNG from Train 1 of the Goldboro LNG facility. It is a condition to completion of the
Arrangement that Pieridae shall have: (i) procured debt financing (including by way of an assumption of amounts
owing pursuant to the Term Loan), and/or completed an equity financing, in each case on commercially reasonable
terms, to assume or repay all amounts owing pursuant to the Term Loan and unless Pieridae assumes the Term Loan,
Pieridae shall have repaid, or made available to Ikkuma sufficient funds to repay, all amounts owing under the Term
Loan; and (ii) if Ikkuma shall not have completed the Secondary Transaction for aggregate proceeds of not less than
$16 million, procured debt financing (including by way of an assumption of amounts owing pursuant to a debt
financing entered into by Ikkuma prior to the Closing Date that is agreed to in writing by Pieridae), and/or
completed an equity financing, in each case on commercially reasonable terms, for not less than $16 million and
unless Pieridae assumes such debt financing, Pieridae shall have repaid, or made available to Ikkuma sufficient
funds to repay, all amounts owing under the Credit Agreement in the event the Secondary Transaction has not been
completed, provided that in no event shall there be an obligation to repay more than an aggregate of the sum of $66
million plus the CEE Expenditures Amount. Pieridae is seeking to obtain such financing on or before the Effective
Date. See “Risk Factors” in this Appendix E.
Agreement to Negotiate Offtake Agreement for Train 2 Produced LNG
Pieridae announced on May 7, 2018 that it entered into a term sheet to negotiate a binding LNG sale and purchase
agreement to supply Canadian-sourced liquefied natural gas to Europe from Train 2 of the Goldboro LNG facility.
Under the term sheet with Pieridae, the offtaker (subsequently disclosed as AXPO Trading A.G.) will purchase up to
one million tonnes per annum of LNG commencing from the start of commercial deliveries of LNG (expected in
2023) and last for a 10-year period.
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Appointment of Financial Advisors
Pieridae announced on February 27, 2018 that it has engaged Morgan Stanley & Co, LLC and SG Americas
Securities, LLC to serve as financial advisors for Pieridae’s Goldboro LNG integrated project. Pieridae intends to
raise up to the US $10 billion in equity and project financing to fulfill its mandate to become the first independently
operated integrated LNG project in North America.
OIL AND GAS INFORMATION
Pieridae Properties
The information set forth herein and in Schedule E to this Appendix is based on a report dated March 15, 2018,
revised as of October 3, 2018, entitled “Technical Review of P&NG Holdings of Pieridae Energy Limited in Quebec
and New Brunswick (as of December 31, 2017)” prepared by Pieridae Energy Limited and audited by Sproule in
accordance with NI 51-101 (the “Report”), a copy of which is set forth in Schedule F to this Appendix. See the
Report for additional Pieridae oil and gas information.
As of December 31, 2017, no oil or natural gas reserves have been assigned to any of the properties in which
Pieridae has an interest.
Licences and Partnerships
Pieridae hold licences for and interests in an area of 10,117.75 km2, amounting to nearly 19% of Quebec’s territory
under licence. Located in Eastern Quebec, these areas are known for their oil potential. Pieridae’s territories under
licence also offer the potential of discovering natural gas and possibly liquid natural gas.
In addition, there are three partnership agreements covering portions of the territories under licences to be held by
Pieridae:
•

On the territory covered by the Bourque licences (see map below), Pieridae hold a 51% interest in each of
the 4 licences, covering a total area of approximately 742 km2. TUGLIQ Energy holds a 4% interest and
Ressources Québec holds a 45% interest respectively in such licences.

•

Pieridae holds a 20% interest in Production LP, which owns certain natural gas resource properties situated
in New Brunswick. Under certain circumstances it is possible for Pieridae to increase this interest to 50%.
However, there is presently a government imposed moratorium on the use of hydraulic fracturing in New
Brunswick which effectively prevents any further exploration and development by Production LP of its
natural gas resource properties in that province. The other partner in Production LP is ORLEN Upstream
Canada Ltd., an affiliate of Polski Koncern Naftowy Orlen Spóáka Akcyjna which is a public corporation
listed on the Warsaw stock exchange and is a major Polish oil refiner and petrol retailer with operations in
Poland as well as the Czech Republic, Germany and the Baltic States.

•

On the territory covered by the Baie-des-Chaleurs–Matapédia and Ristigouche licences (see map below),
Pieridae hold a 50% interest in conjunction with Saint-Aubin Énergie S.A.S. (a subsidiary of Maurel &
Prom and Maurel & Prom International) which also holds a 50% interest in 13 licences, covering an area of
over 1,800 km2.

•

The remaining licence blocks are wholly owned by Pieridae.

The following map plots the locations of the licences held by Pieridae and its partners.
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Description of the Properties
Pieridae’s land holdings as of December 31, 2017 are located in the Province of Quebec and the Province of New
Brunswick. These include lands held under oil and gas exploration licences (“PG”) or underground reservoir
exploration licences (“RS”) issued by the Government of Quebec and an ownership interest of 20% in Production
LP. In total, such lands cover an area of 1,026,246 hectares on a gross basis and 883,721 hectares on a net basis. All
properties of Pieridae are onshore and none of them will expire within the year. Moreover, all wells drilled on
Pieridae’s properties are non-producing.
In the Gaspé Peninsula, the land is divided for the sake of convenience into seven properties, Gaspé, Bourque,
Gastonguay, Gaspésia, Marcel Tremblay, Edgar and Matapédia-Restigouche, covering 1,011,876 gross hectares.
Property

Number of Permits

Working Interest (%)

Gross Area (ha)

Net Area (ha)

4 PG

51

74,267

37,876.2

Gaspé (including Haldimand)

12 PG(1) 6 RS(2)

100

269,143

269,143.0

Gastonguay

13 PG(1)

100

259,015

259,015.0

Gaspésia

7 RS(3)

100

137,000

137,000.0

Edgar

3 RS(3)

100

50,010

50,010.0

Marcel Tremblay

2 RS(3)

100

33,165

33,165.0

6 PG(1) & 7 RS(4)

50

189,276

94,638

Total Québec Pieridae

1,011,876

880,847

Quebec
Bourque

Matapédia and Restigouche
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Property
New Brunswick

Number of Permits

Working Interest (%)

Gross Area (ha)

Net Area (ha)

8

20

14,371

2,874.2

1,026,246

883,721

Total Pieridae
Notes:
(1)
(2)
(3)
(4)

Oil and gas exploration licences obtained April 28, 2009.
Underground reservoir permit licenses November 21, 2005.
Underground reservoir licenses obtained April 28, 2009.
Underground reservoir licenses obtained November 23, 2007.

On May 6, 2008 Pétrolia signed a comprehensive agreement that amended a prior agreement with Junex Inc.
(“Junex”) pertaining to the Gaspé and Gastonguay properties. Under this agreement, Pétrolia acquired a 100%
interest over an area of 6,043 km2 on these properties, subject to royalties varying from 0.5% to 2.5% on future
production of hydrocarbons. Also, under the agreement, Pétrolia and Junex agreed to become 50/50 partners in a
block of licences covering an approximate area of 291 km2, with Junex acting as operator. On the same date a
second agreement (the “Haldimand Joint Operating Agreement” or “JOA Haldimand”) defined a development
area of 9 km2 around Haldimand N°1 well, which was held as to a 45% interest by each of Pétrolia and Junex with
Gastem holding the remaining 10% (the “Haldimand Project”). Some licences for these properties are subject to
royalties of 5%.
On July 30, 2009, Pétrolia became the operator of the Haldimand Project, assuming control from Junex pursuant to
an amendment to the Haldimand Joint Operating Agreement dated July 22, 2009. As part of the amending
agreement, Pétrolia also acquired from Junex an additional 9% interest in a block of licences covering 291 km2 (the
“Haldimand Joint Lands”) after drilling the Haldimand N°2 well and doing additional work on the Haldimand N°1
well. As of October 1, 2009, Pétrolia also acquired Gastem’s 10% working interest in the Haldimand Joint Lands.
Pétrolia’s interest in the Haldimand Project thus increased to 64%.
On June 6, 2010, a further agreement was concluded with Junex, whereby the limits of some jointly held licences in
the Gaspé area were modified with the approval of the regulatory authorities and the Haldimand Joint Lands were
divided equally amongst the partners. Junex kept the modified permit 2005RS120, adjacent to its Galt Property
while Pétrolia kept the areas located closer to the Haldimand Project.
On December 8, 2010, Québénergie acquired an interest in 11 whole PG licences, one full RS permit, and a portion
of RS permit (2009RS112). Québénergie obtained a 32% working interest in the Haldimand Joint Lands, which is
50% of Pétrolia’s original 64% working interest. The interest is less royalties payable to third parties, which
amounts vary by permit.
On December 20, 2011, Pétrolia announced that together with its partner Québénergie, they purchased all of the
interests held by Junex in the Haldimand Joint Lands. With this transaction Pétrolia and Québénergie acquired 100%
ownership of the deposit with each owning equal shares in such deposit and the surrounding properties.
On October 23, 2017, Pétrolia bought back Québénergie's interest in the Haldimand discovery area and the 13
exploration permits of the Gaspé Property (Block). Following this transaction, Pétrolia increased its working interest
to 100% in the Haldimand area (13 exploration permits).
The licences issued by the Government of Québec give Pieridae the exclusive right to undertake oil and gas and
underground reservoir exploration work for an initial five year period, with the possibility of further annual renewals
for another five years, provided certain obligations are fulfilled. These obligations were met each year. The
minimum required expenditure must be equivalent to $0.50 per hectare the first year. The minimum expenditure
increases by $0.50 per hectare in each subsequent year, reaching $2.50 per hectare in the fifth year. For each
additional renewal, the rental fee is fixed at $0.50 per hectare and the work obligations are equivalent to $2.50 per
hectare. In June 2011, the Quebec National Assembly adopted the Act to limit oil and gas activities (Bill 18)
(amended in June 2014) which provides that until the adoption of a statute dealing with oil and gas activities or a
date determined by the Government of Quebec, oil and gas activities in the St. Lawrence River upstream of
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Anticosti Island and on the islands situated in that part of the river are prohibited. Holders of licenses to explore for
petroleum, natural gas and underground reservoirs are exempted from performing the exploration work required by
law and the terms of such licenses are suspended.
For the Quebec exploration licences, Pieridae expended $2,480,619 in 2017 as exploration expenses and $200,293 in
property annuities and acquisition costs. The exploration expenses already incurred over the licences are sufficient
to meet the minimum work obligation for the next fiscal year that would have been applicable, notwithstanding Bill
18.
The following sections present additional information regarding each of the property blocks held by Pieridae.
New Brunswick Assets
On March 4, 2013, Former Pieridae entered into an agreement with Contact Exploration Inc. (subsequently Kicking
Horse Energy Inc.) to establish Production LP in order to acquire and develop natural gas resources in New
Brunswick. As at January 1, 2014, Former Pieridae, as a limited partner, had a 16.98% interest in Production LP and
made no further contributions to Production LP during that year. During 2015 Former Pieridae invested an
additional $750,000 in Production LP and increasing its ownership interest to 20%. Pieridae is entitled to contribute
an additional $14,125,000 to Production LP prior to any further funding by the other partner, and to thereby increase
its ownership in Production LP to 50%. In late 2015 ORLEN Upstream Canada Ltd. acquired Kicking Horse Energy
Inc.
There is presently a government imposed moratorium on the use of hydraulic fracturing in New Brunswick which
effectively prevents any further exploration and development by Production LP of its natural gas resource properties
in that province.
Pieridae Land Holdings in New Brunswick as of December 31, 2017
Property

New Brunswick
Property

Permits

Acquisition Date

Gross Area (Ha)

Working Interest (%)

Net Area (Ha)

01-01

01/01/2014

6,376

20

1,275.2

01-01/27

02/01/2014

359

20

71.8

01-01/36

03/01/2014

359

20

71.8

01-01/85 ijop

04/01/2014

90

20

18.0

01-01/86

05/01/2014

359

20

71.8

07-01

06/01/2014

5,032

20

1,006.5

07-03

07/01/2014

718

20

143.7

07-04

08/01/2014

1,077

20

TOTAL

14,371

215.3
2,874.2

Exploration Licences
Gaspésia Property
This block is 100% owned by Pieridae and is the western-most block located on the Gaspé Peninsula. It was
acquired in 2002 as seven oil and gas exploration licences having a total surface area of 137,000 hectares. The
licences were converted to underground storage exploration licences (RS) as of April 28, 2009, thus extending their
life. The block covers a part of the Connecticut Valley – Gaspé Synclinorium, showing a thick Silurian-Devonian
sedimentary sequence lying over a highly deformed Cambrian-Ordovician substratum.
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Permits

Acquisition Date

Gross Area (Ha)

Working Interest (%)

Net Area (Ha)

2009RS226

04/28/2009

19,061

100

19,061

2009RS228

04/28/2009

18,580

100

18,580

2009RS229

04/28/2009

21,004

100

21,004

2009RS230

04/28/2009

17,538

100

17,538

2009RS231

04/28/2009

20,517

100

20,517

2009RS232

04/28/2009

20,577

100

20,577

2009RS236

04/28/2009

19,723

100

19,723

Property

Gaspésia – Property
Licenses “100%
Pieridae”

TOTAL

137,000

137,000

The Gaspésia Block is located in the northern half of the Connecticut Valley – Gaspé Synclinorium basin where
important anticlinal structures and numerous fault traps are interpreted from surface geology and are also observed
on existing seismic data within the Devonian and Silurian sections. Based on available geological, geochimical and
geophysical data, Pieridae believes this property has interesting gas and oil potential worthy of further exploration
work. Thermal maturity studies indicate that the sedimentary section in the general area is gas prone but, locally, in
the north-central part, it could still be in the oil window.
Following a geochemical survey by Vista Geosciences in 2009, Pétrolia carried out a surface geochemical survey
using a technology developed by Gore. The survey was conducted in February 2011. A detailed plan was developed
to cover a significant lead found in Permit 2009RS228 with a pseudo-3D seismic survey. The objective of the survey
was to confirm the existence and size of the prospect. At the end of the reporting period, a geophysical permit had
been obtained. More recently, Pieridae has not conducted any major activities over the Gaspésia Property as it has
given higher priority to its Anticosti projects and Haldimand projects. Work performed in the Matapédia Project to
the south has tested a major anticline with a significant extension within the Gaspésia Property.
A 169.5 km2 Pseudo 3D seismic survey is planned to define a major structure mapped with already acquired 2D
seismic lines. The new survey is designed to confirm the structural closure. 1,090 km of Airborne Hydrocarbon
Geochemical Sensing System survey and optional 1,194 km of Airborne Electromagnetic Survey are also planned to
confirm the prospectively of this feature. Though it was planned that those surveys would be undertaken in 2017, the
provincial permits necessary to proceed with such surveys have not yet been obtained.
Pieridae expects to undertake the planned seismic surveys once the necessary permits are received. Given positive
survey results, Pieridae would assess the drilling of an exploratory well. The main objectives are the Val-Brilliant
Silurian sandstones and Sayabec Silurian carbonates. This is a dry gas prospect.
Edgar Property
This property is 100% owned by Pieridae and consists of three oil and gas exploration licences (PG) acquired in
April, 2006. The licences were converted to underground storage exploration licences (RS) as of April 28, 2009,
thus extending their term. The property is located in the northeastern extension of the Gaspésia Block. Because of
the interesting results obtained from a 2007 government thermal maturation study over this area, Pétrolia acquired
the exploration land over a large domal structure. The thermal maturation results indicate some parts of the property
have potential for oil and gas preservation. The three licences, summarized below, cover a total area of 50,010
hectares.
Property
Edgar – Property
Licenses “100%
Pieridae”

Permits

Acquisition Date

Gross Area (Ha)

Working Interest (%)

Net Area (Ha)

2009RS233

04/28/2009

21,157

100

21,157

2009RS234

04/28/2009

14,128

100

14,128

2009RS235

04/28/2009

14,725

100

14,725
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Property

Permits

Acquisition Date

Gross Area (Ha)

TOTAL

Working Interest (%)

50,010

Net Area (Ha)
50,010

Other than geochemical sampling performed in February 2011, Pieridae has not conducted any major activities over
the Edgar Block in recent years as it has given higher priority to projects in the eastern Gaspé region. Pieridae is
evaluating the existing data and considering the resumption of active exploration on this property.
Marcel Tremblay Property
This property is 100% owned by Pieridae and consists of two oil and gas exploration licences (PG) acquired in July
2007. It is located directly to the north of the Gaspésia Block and has a total surface area of 33,165 hectares. The
licences were converted to underground storage exploration licences (RS) as of April 28, 2009, thus extending their
term.
Property

Permits

Acquisition Date

Gross Area (Ha)

Working Interest (%)

Net Area (Ha)

Marcel Tremblay Property Licenses
“100% Pieridae”

2009RS225

04/28/2009

19,563

100

19,563

2009RS227

04/28/2009

19,563

100

19,563

TOTAL

33,165

33,165

More recently, Pieridae has not conducted any major activities over the Marcel Tremblay Block as it had higher
priority projects in the eastern Gaspé region. Pieridae is evaluating the existing data and considering the resumption
of active exploration on this property.
Matapédia and Ristigouche Property
The Matapédia Property is located south-east of the Lac Matapédia area, adjacent to the Gaspésia Property. The five
licences of the property were initially acquired by Gastem in 2009. In 2013 the licences were acquired by the 50/50
joint venture between Pétrolia and Saint-Aubin Énergie S.A.S. (Maurel & Prom and Maurel & Prom International).
Hydrocarbon shows have been recorded in the Matapédia sector (seeps in the northern section, microseeps, and
subsurface liquid hydrocarbons) which would suggest that the area is favourable for oil, condensate, and dry gas
accumulations.
A variety of work has been undertaken in the area since 2001, including seismic surveys (2001, 2009), geochemical
surveys, (2007, 2008, and 2009) and an aeromagnetic survey (2011). Some of the rocks in the Matapédia sector
represent potential reservoirs, including the Val-Brillant Formation, which is composed of sandstone with partially
porous intervals. Shows of hydrocarbons have been recorded in the Val-Brillant Formation. A flat spot was also
found in a seismic profile at the Val-Brillant/Sayabec doublet. Hydrothermal dolomites in the Sayabec Formation
are another potential reservoir.
In September and October 2013 Pétrolia drilled the core hole – La Vérendrye 2013, to confirm the presence of gas
indicated by the well Great Plains Noël et al N°1 La Vérendrye drilled in 1972. The new slim hole well was cored
through two reservoir targets: the Val Brilliant and the shallower Saint Leon formations.
Several down-hole samples were collected that confirmed the presence of gas in the low porosity sandstone
reservoirs. As this was a test well it was abandoned in accordance with applicable regulations. Pieridae will continue
to work up the data on this play to estimate the gas in-place and if a portion of this gas can be recovered. The low
porosity nature of the reservoirs will most likely require some form of wellbore stimulation.
The Restigouche Property is located in the southern Gaspé Peninsula, on the north shore of Chaleur Bay and is
included with the Matapédia Property. The seven licences of the property were initially acquired by Gastem in 2007.
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In 2013 the licences were acquired by the 50/50 joint venture between Pétrolia and Saint-Aubin Énergie S.A.S.
(Maurel & Prom and Maurel & Prom International).
Research indicates that some of the Restigouche area would be prospective for oil and condensate, while the other
would be prospective for gas. Several formations in this area have been targeted as potential reservoirs, such as the
White Head and the La Vieille Formation. The White Head Formation comprises fractured limestones in fresh
fractures, emit strong odors suggesting a migration of hydrocarbons. The La Vieille Formation is, in turn, partially
composed of hydrothermal dolomites. To the south in New Brunswick, asphaltene-rich solid bitumen (migrabitume)
has been found in similar dolomites, indicating that there has been migration of hydrocarbons.
Seismic surveys were conducted in 2003 covering portions of the Restigouche Project area. In 2011, an
aeromagnetic survey was conducted and an environmental study in advance of any future drilling. A structure seen
on the seismic has been interpreted as a barrier reef complex in the West Point Formation. The reef complex of West
Point elsewhere in cores have indicated locally preserved porosity, thus making this structure a potential target.
Pieridae has additional studies to complete prior to any exploration drilling.
Property

Matapédia and
Ristigouche –
Property Licenses
“50% Pieridae”

Permits

Acquisition Date

Gross Area (Ha)

Working Interest (%)

Net Area (Ha)

2009PG578

09/01/2009

14,254

50

7,127

2009PG579

09/01/2009

15,309

50

7,655

2009PG580

09/01/2009

19,007

50

9,504

2009PG581

09/01/2009

5,100

50

2,550

2009PG582

09/01/2009

21,000

50

10,500

2009PG583

09/01/2009

14,722

50

7,361

2009PG939

10/23/2007

9,216

50

4,608

2009PG940

10/23/2007

11,128

50

5,564

2009PG941

10/23/2007

13,439

50

6,720

2009PG942

10/23/2007

18,998

50

9,499

2009PG943

10/23/2007

18,200

50

9,100

2009PG944

10/23/2007

22,327

50

11,164

2009PG945

10/23/20007

6,576

50

3,288

TOTAL

189,276

94,638

Gaspé Property
The Gaspé Property is located in the east-central part of the Gaspé Peninsula. Pieridae initially acquired these
exploration licences from Junex in 2005 and has concentrated a large part of its exploration to date on this property.
As a result of a June 8, 2010 asset exchange agreement with Junex and with the approval of the ministère des
Resources naturelles et de la Faune (MRNF) (Quebec), Junex kept the totality of the revised licence 2005RS120
while Pieridae kept the totality of revised licences 2005RS111, 112 and 122 and within licence 2005RS123, all the
area outside of the 900 hectares Haldimand Joint Lands. On December 20, 2011, Junex transferred its share on the
Haldimand Block (900 ha) to Pieridae/Québénergie. On December 20, 2011, Pétrolia announced that together with
its partner Québénergie, they purchased all of the interests held by Junex in the Haldimand Joint Lands. On October
23, 2017, Pétrolia bought back Québénergie's interest in the Haldimand discovery area and the 13 exploration
permits of the Gaspé Property (Block). With this transaction Pétrolia acquired 100% ownership of the deposit with
each owning equal shares in such deposit and the surrounding properties. The block is now comprised of 16 oil and
gas (PG) and 5 underground reservoir (RS) exploration licences, covering 3,434 km2. A royalty of 5.0% on future
production encumbers the following 11 licences on the Gaspé Block: 2005RS111, 2005RS112, 2005RS122,
2009PG496, 2009PG497, 2009PG498, 2009PG499, 2009PG502, 2009PG503, 2009PG504, 2009PG505.
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Property

Permits

Acquisition Date

Gross Area (Ha)

Working Interest (%)

Net Area (Ha)

(1)

11/21/2005

20,249

100

20,249

(1)

11/21/2005

19,539

100

19,539

(1)&(2)

11/21/2005

23,043

100

23,043

2005RS112
2005RS112
2005RS123

Gaspé – Property
Licenses “100%
Pieridae”

(1)

2005RS123

11/21/2005

900

100

900

2009PG499(1)

04/28/2009

10,634

100

10,634

2009PG502(1)

04/28/2009

17,395

100

17,395

2009PG503

(1)

04/28/2009

22,901

100

22,901

2009PG505

(1)

04/28/2009

14,842

100

14,842

2009PG506

(1)

04/28/2009

12,369

100

12,369

2009RS111(1)

04/28/2009

9,415

100

9,415

2009PG511

04/28/2009

21,595

100

21,595

2009PG512

04/28/2009

24,873

100

24,873

2009PG518

04/28/2009

14,448

100

14,448

2009PG519

04/28/2009

16,695

100

16,695

2009PG520

04/28/2009

2,251

100

2,251

2009PG521

04/28/2009

17,353

100

17,353

2009PG522

04/28/2009

20,641

100

20,641

TOTAL

Bourque – Property
Licenses “51%
Pieridae”

269,143

269,143

2009PG496

(1)

04/28/2009

17,898

51

9,128

2009PG497

(1)

04/28/2009

24,120

51

12,301

2009PG498

(1)

04/28/2009

13,419

51

6,844

2009PG499

(1)

04/28/2009

18,830

51

9,603

TOTAL

74,267

37,876

Notes:
(1)
(2)

Subject to a royalty of 5.0 percent on future production.
Haldimand underground reservoir license.

As a result of these modifications, the total area covered by the contract licences is now 343,410 hectares on a gross
basis and 307,019 on a net basis.
The Gaspé Property is characterized by the presence of oil shows (about 60 known sites) in the Devonian sandstones
and limestones, which explains the interest in this region by explorers for more than a century. Most of the early
work involved shallow drilling and was lacking either a geological description or petrophysical well logs. Since
1970, better knowledge was acquired from the results of 9 wells and more than 600 km of seismic lines (including
Pieridae’s 105 km). The main exploration targets correspond to fractures zones in the upper Gaspé limestone or
Gaspé sandstone. Other potential targets over the property are Siluro-Devonian reef features and Devonian or
Silurian hydrothermal breccias in fracture zones near major faults.
Pieridae has identified and assigned different projects names to the various exploration areas within the Gaspé
Property.
As of December 31, 2017, Pieridae has 5 (5 net) non-producing wells in place on the Gaspé property including 3 on
Haldimand, one on Tar Point and one on Le Ber. Pieridae also has 4 (2.04 net) non-producing wells in place on
Bourque.
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Haldimand Project
The Haldimand discovery was made by Pétrolia in 2006 with the drilling of Haldimand No.1 which tested oil
53ÛAPI from shaly sandstones within the York River Formation. The formation is characterized by low primary
matrix porosity with open fractures. The second well Haldimand No. 2 was drilled in 2009 approximately 1000
meters to the northwest of the discovery well. Following the drilling of Haldimand No. 2, Sproule carried out an
audit of Pieridae’s resource estimate which classified the oil as a Contingent Resource. Pétrolia subsequently drilled
a horizontal well Haldimand No.4 in 2014 to further assess the development of the resource using horizontal well
technology, and has been conducting tests on the horizontal well. A long term production test on Haldimand No 4
was done in 2016.
The production test on Haldimand 4 resulted in the natural production, without artificial aid, of high quality oil (API
53Û). But, even with intersecting the natural fracture network, it was observed that the formation has low
permeability and productivity. Thus, in order to improve the productivity of the formation, Pieridae is working on
developing a stimulation program for the future that would allow for optimal production of the Haldimand reservoir.
This program will be presented to the Gaspé citizens' committee as well as representatives from the municipality.
Schedule E to this Appendix includes the range of contingent resources and Petroleum Initially-In-Place estimates
for the Haldimand Project as evaluated by Sproule. According to Sproule’s report, the best estimate of the
Discovered Petroleum Initially-in-Place (“DPIIP”) is 87,968 Mbbl. The best’s un-risked estimates of the Contingent
Resources are 12,354 Mboe (5,373 Mbbl of oil and 41,887 MMcf of conventional natural gas. The contingent
resources are sub-classified as “Development Unclarified” with a probability of development estimated at 37%. The
best risked estimates is 4,571.1 Mboe (1,988.1 Mbbl of oil and 15,498.1 MMcf of conventional natural gas) (Risked
=Best*37).
Bourque Project
The Bourque Project was initiated in 2007 and is located in the northwestern portion of the Gaspé Property 30 km
east of Murdochville and 50 km west of the town of Gaspé. This property consists of four licences, at the time 95
percent owned by Pétrolia.
On August 5, 2008, Pétrolia signed a $20 million farmout agreement with Pilatus Energy Canada (“Pilatus”). This
sum was to be invested in exploration and development work for the project. The first phase of the work, a 3D
seismic survey over an area of 65 km², was carried out during the summer of 2008. The seismic data acquired was
processed at the end of 2008, with the data quality being very good. The interpretation of this new data was
performed in early winter 2009, with Pétrolia and its partner identifying several potential drilling targets and
building a first drilling pad on the most promising site.
Unfortunately, the 2008-2009 global economic turmoil affected the partner’s ability to assemble the capital required
to go ahead with the drilling operations. Pétrolia and Pilatus thus agreed to terminate the farmout agreement, with
Pilatus keeping a 5% working interest in the Bourque Lands and maintaining its participation as shareholder of
Pétrolia. Subsequently, the holdings of Pilatus were reduced to 1% when it failed to meet certain contractual
obligations. In January 2017, Pétrolia bought back from Pilatus all its rights, title and interest in the properties.
Pétrolia requested and obtained in April 2012 from the Ministry of Natural Resources and Wildlife permits to drill
two wells called Bourque N°1 and Bourque N°2. Concurrently, efforts to secure the financing of these two wells
came to fruition. In May 2012 Pétrolia completed equity financing with Investissement Québec for an amount of
$10 million, and with investors introduced by National Bank Financial and Laurentian Bank for a total of
$5,750,003, such amounts providing sufficient funding to commit to a drilling rig and plan a drilling campaign in the
second half of 2012.
In the first well, Bourque N°1, spudded on July 19, 2012, significant gas shows were encountered during the
drilling. Eight (8) drill stem tests were run over a gross interval of 1,700 metres.
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The platform for the second well, Bourque N°2, was constructed during this period, and the drilling of this well
started on October 31, 2012. The main target, a patch reef, was encountered and the well was drilled to a total deep
of 2,678 metres. The main target, a pinnacle reef, was encountered at the bottom of the well.
In August 2015, Pétrolia announced that it had completed the reprocessing of the seismic data related to the Bourque
Project and that it had developed a program for further technical work to assess the production capacity of the
Forillon Formation in Bourque No. 1 and Bourque No. 2.
On November 6, 2015, Pétrolia confirmed the closing of a $5,150,000 investment, the first phase of financing for the
Bourque property. In this investment, the private placement of Ressources Québec reached $2,881,800. Ressources
Québec also invested $918,200 in the Bourque property through a joint venture set up by Pétrolia, with TUGLIQ
Énergie. TUGLIQ Énergie's investment in the Bourque property, through the same joint venture, was $1,350,000.
On July 15, 2016, Pétrolia confirmed closing of the second phase of funding for the Bourque project by Ressources
Québec, acting as agent of the Government of Québec, for a total amount of $8,500,000. Following the completion
of this second phase of financing for the Bourque property, the interests of the various companies in the joint
venture amounted to 51.03% for Petrolia, 45% for Ressources Québec, and 3.97% for TUGLIQ Énergie.
A work program was drawn up for the re-entry of Bourque No. 1 and the directional drilling of a new 1,800 m
lateral in the prospective zone of the Forillon Formation. This work was to be followed by the drilling of a new
Bourque HZ No. 3 well, located on the same drilling pad, with a horizontal drain of 1,500 m to test the northern
flank of an anticlinal structure located southeast of the pad. The drilling of the two wells was to be followed by the
installation of temporary production equipment to enable the completion and subsequent production tests of both
wells.
On September 26, 2016, Pétrolia announced the beginning of the drilling of the Bourque HZ No. 1 R1 (re-entry)
well. The lower open hole section of the Bourque No. 1 well was permanently abandoned by setting 4 cement plugs
in the 1,693 m to 2,746 m interval. The sidetracked section of the well was initiated by milling a window through
the 9ǫ” casing of the well, from 1,221 to 1,227 metres
From that window, the well was progressively deviated to the southwest down to measured depth of 1,641 metres
(“MD”) corresponding to a true vertical depth (“TVD”) of 1,509 metres and the intermediate casing was set at 1,635
m MD (1,505 m TVD). The total measured drilling depth of the horizontal well was 3,450 metres. The drilling of
the 1,815 m horizontal drain in the Forillon Formation was followed by logging operations. Completion equipment
was installed in preparation for the acidification of the horizontal drain.
The drilling rig was then moved 53 m to the southeast, on the same platform, in order to drill the Bourque HZ No. 3
well. This new horizontal well was drilled to test the Forillon formation at a TVD of 1,297 metres. From that depth,
a horizontal drain of 1,497 metres length was then drilled through the reservoir up to the total measured depth of
3,075 metres.
After rig release, a coiled tubing unit was mobilized on the site and acidification of the horizontal section of the
Bourque HZ No. 1 R1 was done followed by cleanup and tests. Because of the early onset of winter, no stimulation
work was completed on Bourque HZ No. 3 well.
Bourque HZ N°1 R1 main results
After having recovered 181 m³ of fluids used during the completion carried out in late 2016, the Bourque HZ No. 1
R1 well experienced, in its initial production period, a decrease of its gas flow to the surface from 40,400 to 4,700
m³/ day after 2 hours 20 minutes and, after 4 hours, down to a flow too small to be measured. Its flow was made up
of wet gas in which 120 litres of light oil (43.57 ° API) were recovered. The well was then closed for a 27-hour
period for pressure buildup. After such period of closure and a 2,620 kPa head pressure, and before the two downhole recorders were to be put in place, a static pressure gradient survey was performed (wells closed at the surface).
This survey showed that the base of the production casing of Bourque HZ No. 1 R1 contained light oil (0.70 kg/l)
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from the measured depth of 1,625 m located near the entrance of the horizontal drain to the measured depth of 1,471
m (1,439 m TVD) which suggests an oil column at a vertical depth of 66 m. This oil column is topped by low
pressure wet gas.
After a further 24-hour period of closure and a rise of head pressure to 3,128 kPa, the well was then put into
production on a 6.25 mm (¼”) flow-control valve for a period of eight hours. During runoff, the gas flow to the
surface reached 5,080 m³/ d to subsequently decrease to 1,180 m³/ d at the end of the test period.
The analysis of the pressure buildup data revealed that the initial reservoir pressure was 9,065 kPa and at the end of
the closure period it was 8,833 kPa. The well was subsequently left closed for a final pressure buildup with the two
down-hole recorders until May 17, 2017 (3,740 hours). During the recovery of the down-hole recorders, a static
pressure gradient survey was performed (wells closed at the surface). This survey indicated that the production
casing was filled with light oil (0.72 kg/l) to a measured depth of 693m (686 m TVD), which corresponds to an oil
column at a vertical depth of 819 m. This oil column is topped by low pressure wet gas.
The presence of an oil column that pulled up in the casing up to 686 m TVD indicates that Bourque HZ No. 1 R1
Forillon is a reservoir containing light oil and that the amount of associated gas may be less important than initially
assessed. A specific depth sampling procedure is required to define the exact mix of light oil and gas condensate.
A diagnostic analysis of the log-log plot-flow regime identification has been performed on the pressure buildup data
and good agreement was obtained by applying a horizontal well in a dual porosity reservoir model. The shape of the
derivative pattern suggests that the Bourque HZ No. 1 R1 reservoir is mostly made up of naturally fractured
carbonate rocks and blocks of matrix porosity leading up to open fissures.
Bourque Well HZ No. 3 main results
More than 88.3 m³ of fluid was injected in the Bourque HZ No. 3 well during cleanup operations, from the setup of
coil tubing on December 16, 2016 to the end of operations on December 20, 2016. 54.4 m³ of fluid was recovered in
storage tanks. The difference, being 33.9 m³, was injected into the formation during these operations.
On December 20, 2016, a one-hour production test with a 6.25 mm (¼”) flow-control valve produced flammable gas
with an initial flow of 860 m³/ d decreasing to a flow too small to be measured. After this production period, two
down-hole recorders were lowered. The presence of a gas/fluid interface was detected at about 935 m. The well was
then closed for a final pressure buildup until May 17, 2017 (representing 3,580 hours).
On May 17, 2017, during the removal of down-hole recorders, a static pressure survey was performed (wells closed
at the surface). This survey showed that the production casing was filled with water (1.06 kg/l) up to the measured
depth of 536 m, which corresponds to a water column at a vertical depth of 762 m. This water column is topped with
non-pressurized gas. Taking into account the open horizontal drain and the water column in the casing, the total
volume is estimated at 34.5 m³, which corresponds to the remaining water/brine remaining in the well at the end of
the stimulation test. The analysis of pressure buildup data reveals that the initial reservoir pressure of the Bourque
HZ No. 3 well is approximately 8,234 kPa.
Schedule E to this Appendix includes the range of contingent and prospective resources and Petroleum Initially-InPlace estimates for the Bourque Project as evaluated by Sproule. According to Sproule’s report, the best estimate of
the Total Petroleum Initially-in-Place (“TPIIP”) for the pool volume is 827,000 Mbbl. The DPIIP is estimated at
62,000 Mbbl and the Undiscovered Petroleum Initially-in-Place (“UPIIP”) is estimated at 765,000 Mbbl.
For Pieridae working interest, the TPIIP in the pool volume is 422,018 Mbbl, the DPIIP is estimated at 31,639 Mbbl
and the UPIIP is estimated at 390,380 Mbbl.
The best estimate of the un-risked Contingent Resources for the pool volume is 5,714.7 Mboe (2,241.0 Mbbl of oil,
17,753 MMcf of conventional natural gas and 514.8 Mbbl of NGL). The best estimate of Pieridae un-risked
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Contingent Resources is 2,926.2 Mboe (1,143.6 Mbbl of oil, 9,059.6 MMcf of conventional natural gas and 262.7
Mbbl of NGL). The contingent resources are sub-classified as “Development Unclarified”.
The best estimate of the un-risked Prospective Resources in the pool volume is 44,294.2 Mboe (16,062.0 Mbbl of
oil, 144,287 MMcf of conventional natural gas and 4,184.3 Mbbl of NGL). The best estimate of the un-risked
Company Prospective Resources is 22,603.3 Mboe (8,196.4 Mbbl of oil, 73,629.7 MMcf of conventional natural gas
and 2,135.3 Mbbl of NGL). The Prospective Resource is sub-classified as prospective (Prospect).
A 30% chance of development risk (70% chance of not proceeding with development) is assigned by Sproule to
Contingent Resources. A 26% chance of commerciality risk (74% chance of not proceeding with development) is
assigned by Sproule to Prospective Resources. This is the product of a 30% chance of development risk and a 90%
chance of discovery risk.
The best estimate of the risked Contingent Resources for the pool volume is 1,714.4 Mboe (672.3 Mbbl of oil, 5,326
MMcf of conventional natural gas and 154.5 Mbbl of NGL). The best estimate of Pieridae risked Contingent
Resources is 874.9 Mboe (343.1 Mbbl of oil, 2,717.9 MMcf of conventional natural gas and 78.8 Mbbl of NGL).
The contingent resources are sub-classified as “Development Unclarified”.
The best estimate of the risked Prospective Resources in the pool volume is 11,516.5 Mboe (4,176.1 Mbbl of oil,
37,515 MMcf of conventional natural gas and 1,087.9 Mbbl of NGL). The best estimate of the risked Company
Prospective Resources is 5,876.9 Mboe (2,131.1 Mbbl of oil, 19,143.7 MMcf of conventional natural gas and 555.2
Mbbl of NGL). The Prospective Resource is sub-classified as prospective (Prospect).
Haldimand Fairway Project
The Haldimand Fairway Project was conceived during 2008. It includes the areas located to the northwest and
southeast of the Haldimand Project, in which Pieridae holds a 100% interest.
Pieridae believes these areas present geological characteristics resembling those observed in the Haldimand Field
area. During the 2007-2008 financial year, Pétrolia invested $1.2 million in exploration work on this project to
identify targets to be drilled. In December 2008 Pétrolia carried out an 83-kilometre 2D seismic program. As a result
of this program, Pieridae split the project area into two projects, the first being Tar Point, which is the Southern
Haldimand Fairway and constitutes the natural extension of the Pieridae- Haldimand N°1 area to the southeast, and
Corte-Real to the northwest.
Tar Point (South)
In the Southern Haldimand Fairway, the results of the 2D seismic, combined with the surface geology and an
aeromagnetic survey acquired by Pieridae in 2008, defined two drilling targets. This led to the selection of a site on
a structure known as the Tar Point anticline, near Anse-à-Brillant, 18 km southeast of Gaspé. A well drilled on the
anticline in 1950, about 2 km northwest of the proposed site, intersected traces of petroleum in the York River
Formation (Devonian sandstones), with a strong gas show at the bottom, at a depth of about 2,155 m, in limestones
of the Indian Cove Formation. Moreover, in a coastal section less than one kilometre from the proposed site, liquid
petroleum has been observed in several open fractures of the York River Formation and in amygdules in a
Carboniferous dyke.
The well Pieridae-Tar Point N°1, drilled from October 23 to December 7, 2009, reached a total depth of 2,434 m,
intersecting in the process 1536 m of York River Formation, 619 m of Indian Cove Formation and, after going
through a fault, drilling through 150 m of Grès de Gaspé. The following information was gathered from this well:
1.

The upper section of the York River Formation does not contain any hydrocarbons on account of
its shallow burial depth.
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2.

The lower section of the York River Formation contains indications of light oil with porosity and
permeability characteristics similar to those found on the Haldimand Project.

3.

In the Indian Cove Formation, two 100 m sections with open fractures have given numerous
indications of hydrocarbons.

Following completion, the well is currently shut-in.
A DFIT carried out in November 2011 confirmed the possibility of increasing production with an appropriated
stimulation program.
As of December 31, 2017, Pieridae has one non-producing well in place on the Tar Point property.
Corte-Real (North)
In the Northern Haldimand Fairway, the seismic suggest the presence of reefs within the Chaleurs Group. The
Northern Haldimand Corridor thus shows similarities to the Bourque Project. Reefal traps are very abundant in the
Western Canadian Sedimentary Basin, and also in Ontario and Michigan, which further supports Pieridae's interest
in this region. The old seismic data, combined with the new data acquired by Pieridae in 2008, should enable a
drilling target to be identified in this area. The present estimate is that a well 2,000 metres deep would be necessary
to reach the reef-bearing strata. Pieridae is looking for a partner to help explore this area and exploration of this area
will depend on the results of the two Bourque wells.
Gastonguay Property
The Gastonguay Property is located in the east-central part of the Gaspé Peninsula. It is subdivided into 13 oil and
gas exploration licences (PG) covering an area of 259,015 hectares.
On this property, which is located over large anticlinal structures, very little exploration has been done to date but
the presence of oil and gas in fractures has been shown in the Murdochville skarn area in mining cores. Various
exploration targets in Devonian and Silurian limestones and sandstones, at depths ranging from 1,000 to 4,000
metres, are expected. One well was drilled in the 1980s to a depth of 1,800 metres on one of the anticline; however,
the deeper targeted Silurian was not reached.
Property

Gastonguay Property
Licenses “100%
Pieridae”

Permits

Acquisition Date

Gross Area (Ha)

Working Interest (%)

Net Area (Ha)

2009PG494

04/28/2009

21,977

100

21,977

2009PG495

04/28/2009

23,278

100

23,278

2009PG500

04/28/2009

22,645

100

22,645

2009PG501

04/28/2009

21,284

100

21,284

2009PG507

04/28/2009

15,186

100

15,186

2009PG508

04/28/2009

18,496

100

18,496

2009PG509

04/28/2009

24,174

100

24,174

2009PG510

04/28/2009

21,596

100

21,596

2009PG513

04/28/2009

17,483

100

17,483

2009PG514

04/28/2009

16,374

100

16,374

2009PG515

04/28/2009

18,057

100

18,057

2009PG516

04/28/2009

15,800

100

15,800

2009PG517

04/28/2009

22,665

100

22,665

TOTAL

259,015
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259,015

Exploration Costs
In 2017 Pieridae expended $2,480,619 on exploration activities on its permits less exploration subsidies and a
partner contribution of $1,307,119. As of December 31, 2017, Pieridae had cumulative exploration expenditures on
its oil and gas properties of $75,389,905. Pieridae has met all of the required current financial obligations on all
permits.
Wells Drilled in 2017
No wells were drilled in 2017. Completion work and production tests have been done on Bourque HZ No. 1R and
Bourque HZ No. 3.
INDUSTRY CONDITIONS
Government Regulations
The oil and gas industry in Canada is subject to extensive controls and regulations imposed by various levels of
government. Oil and gas operations are subject to Canadian federal, provincial, territorial and local laws and
regulations, which regulate, among other things, land tenure and the exploration, development, production, handling,
storage, transportation and disposal of oil and gas, oil and gas by-products and other substances and materials
produced or used in connection with oil and gas operations. These laws and regulations may change in response to
changing economic or political conditions.
Failure to comply with the laws and regulations may result in administrative, civil and criminal penalties, remedial
obligations and injunctions that could delay, limit or prohibit certain operations. All laws and regulations are a
matter of public record and Pieridae is unable to predict what additional laws, regulations or amendments may be
enacted.
Pricing and Marketing
Natural Gas
The price of natural gas, and also oil, is determined by negotiations between buyers and sellers. Such price depends,
in part, on natural gas quality, prices of competing natural gas and other fuels, distance to market, access to
downstream transportation, length of contract term, weather conditions, the supply/demand balance and other
contractual terms. Natural gas exported from Canada is subject to 28 regulations by the NEB and the government of
Canada. Exporters are free to negotiate price and other terms with purchasers, provided that export contracts meet
the criteria prescribed by the NEB and the government of Canada.
Natural gas exported from Canada is subject to regulation by the NEB and the Government of Canada. Exporters are
free to negotiate prices and other terms with purchasers, provided that the export contracts must continue to meet
certain other criteria prescribed by the NEB and the Government of Canada. Natural gas (other than propane, butane
and ethane) exports for a term of less than two years or for a term of two to 20 years (in quantities of not more than
30,000 m3 per day) must be made pursuant to an NEB order. Any natural gas export to be made pursuant to a
contract of longer duration (to a maximum of 25 years) or for a larger quantity requires an exporter to obtain an
export licence from the NEB.
Natural Gas Liquids
In Canada, the price of NGL sold in intraprovincial, interprovincial and international trade is determined by
negotiation between buyers and sellers. Such price depends, in part,
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on the quality of the NGL, prices of competing chemical feed stock, distance to market, access to downstream
transportation, length of contract term, the supply/demand balance and other contractual terms. NGL exported from
Canada are subject to regulation by the NEB and the Government of Canada. Exporters are free to negotiate prices
and other terms with purchasers, provided that the export contracts must continue to meet certain criteria prescribed
by the NEB and the Government of Canada. NGL may be exported for a term of no more than one year in respect of
propane and butane, and no more than two years in respect of ethane, all exports requiring an order of the NEB.
The North American Free Trade Agreement
The North American Free Trade Agreement (“NAFTA”) among the governments of Canada, the United States and
Mexico became effective on January 1, 1994. In the context of energy resources, Canada continues to remain free to
determine whether exports of energy resources to the United States or Mexico will be allowed, provided that any
export restrictions do not: (i) reduce the proportion of energy resources exported relative to the total supply of goods
of the party maintaining the restriction as compared to the proportion prevailing in the most recent 36 month period;
(ii) impose an export price higher than the domestic price (subject to an exception with respect to certain measures
which only restrict the volume of exports); and (iii) disrupt normal channels of supply.
All three signatory countries are prohibited from imposing a minimum or maximum export price requirement in any
circumstance where any other form of quantitative restriction is prohibited. The signatory countries are also
prohibited from imposing a minimum or maximum import price requirement except as permitted in enforcement of
countervailing and anti-dumping orders and undertakings. NAFTA requires energy regulators to ensure the orderly
and equitable implementation of any regulatory changes and to ensure that the application of those changes will
cause minimal disruption to contractual arrangements and avoid undue interference with pricing, marketing and
distribution arrangements, all of which are important for Canadian oil and natural gas exports. NAFTA contemplates
the reduction of Mexican restrictive trade practices in the energy sector and prohibits discriminatory border
restrictions and export taxes.
On September 30, 2018, after a year of negotiation, the United States, Mexico and Canada reached a new trade
agreement to be called the United States-Mexico-Canada Agreement (“USMCA”). Pieridae is currently assessing
the impacts on its activities.
The Comprehensive and Progressive Agreement For Trans-Pacific Partnership
In October 2015, Canada concluded negotiations for a free trade agreement between the members of the TransPacific Partnership (“TPP”), which includes Canada, Australia, Brunei, Chile, Japan, Malaysia, Mexico, New
Zealand, Peru, Singapore, the United States and Vietnam. All 12 countries signed 29 TPP in 2016. However, in
2017, the United States withdrew from TPP and the remaining 11 countries agreed to try to revive the deal without
United States participation. On March 8, 2018, representatives from the 11 remaining countries met in Santiago,
Chile to sign the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (“CPTPP”). Assuming
the CPTPP comes into force, almost all tariffs between CPTPP member countries are expected to be reduced or
eliminated, and non-tariff barriers to trade are expected to be removed.
Other International Agreements
Canada has also pursued a number of other international free trade agreements with other countries around the
world. As a result, a number of free trade or similar agreements are in force between Canada and certain other
countries while in other circumstances Canada has been unsuccessful in its efforts. Canada and the European Union
recently agreed to the Comprehensive Economic and Trade Agreement (“CETA”), which provides for duty-free,
quota-free market access for Canadian oil and gas products to the European Union. Although CETA remains subject
to ratification by certain national legislatures in the European Union, provisional application of CETA commenced
on September 21, 2017.
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While it is uncertain what effect CETA or any other trade agreements will have on the oil and gas industry in
Canada, the lack of available infrastructure for the offshore export of oil and gas may limit the ability of Canadian
oil and gas producers to benefit from such trade agreements.
Land Tenure
Provincial and federal governments grant rights to explore for and produce oil and natural gas pursuant to leases,
licences, and permits for varying terms, and on conditions set forth in provincial legislation including requirements
to perform specific work or make payments.
Continuing interests in petroleum and natural gas licences are earned by drilling wells. A lease is proven productive
at the end of its initial term by drilling, producing, mapping, being part of a unit agreement or paying offset
compensation. If a lease is proven productive, it will continue indefinitely beyond its initial term. The tenure comes
to an end only when the holder can no longer prove its well is capable of producing oil or gas.
Many jurisdictions in Canada have legislation in place for mineral rights reversion to the Crown of stratigraphic
formations that cannot be shown to be capable of production at the end of their primary lease term. In some
provinces, energy companies are able to continue lease terms for non-productive lands if certain criteria are met
under the relevant legislation.
Certain oil and natural gas mineral interests are privately-owned and rights to explore and produce on such lands are
granted by leases on the terms and conditions negotiated between the landowner and the lessee.
Production And Operation Regulations
The oil and natural gas industry in Canada is highly regulated and subject to significant control by provincial
regulators. Regulatory approval is required for, among other things, the drilling of oil and natural gas wells,
construction and operations of facilities, the storage, injection and disposal of substances and the abandonment and
reclamation of well-sites. In order to conduct oil and gas operations and remain in good standing with the applicable
provincial regulator, Pieridae must comply with applicable legislation, regulations, orders, directives and other
directions (all of which are subject to governmental oversight, review and revision, from time to time). Compliance
with such legislation, regulations, orders, directives or other directions can be costly and a breach of the same may
result in fines or other sanctions.
Pipeline Capacity
Despite some recent oil pipeline capacity expansions, the overall pipeline capacity in Canada is constrained.
Notwithstanding limited pipeline capacity in Canada, Pieridae projects sufficient capacity for the foreseeable future
considering the actual pipeline network with limited improvements.
Royalties
For crude oil, natural gas and related production from Crown lands, the royalty regime significantly impacts the
profitability of production. Crown royalties are determined by governmental regulation and are generally calculated
as a percentage of the value of the gross production. The value of production and the royalty rates generally depend
on prescribed reference prices, well productivity, geographical location, the field discovery date and the type of
product produced.
Provincial governments will, from time to time, adopt incentive programs designed to encourage oil and gas
exploration and development activity and improve earnings and cash flow within the industry.
These programs may include royalty rate reductions, drilling credits, royalty holidays or royalty tax credits. Such
programs are often of limited duration and target specified types of oil and gas activities.
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Nova Scotia
Nova Scotia prescribed royalties on Petroleum products range from 2% to 50% according to the article 72(1) of the
Offshore Petroleum Royalty Regulations made under Section 23 of the Offshore Petroleum Royalty Act.
Québec
Before September 20, 2018, Quebec did not have a legislative and regulatory regime that is specific to the oil and
gas industry. Its oil and gas resources were regulated principally under the province's mining laws and regulations
pursuant to which royalty rates of 5 to 12.5% of the market value of petroleum and natural gas production apply,
depending on the average daily production at the wellhead.
In December 2016, Québec passed An Act to implement the 2030 Energy Policy and amend various legislative
provisions. This legislation included the new Petroleum Resources Act, which, once in force on September 20, 2018,
replaced existing provisions of the Mining Act and established a licence and authorization system for the
development of petroleum resources in Québec. Under Québec's new regulations to the Petroleum Resources Act,
the royalty regime remains the same as under the Mining Act and its regulations.
New Brunswick
New Brunswick uses a two-tier royalty regime for natural gas production. The basic royalty rate is equal to the
greater of 4% of the wellhead price or 2% of gross revenues. After a project has recovered all its eligible costs and
begins to make a profit, the producer must also pay 25% of the excess of revenues over eligible costs.
The royalty rate for NGL is 10% of gross revenues.
Environmental Regulations
The oil and natural gas industry is currently subject to environmental regulations pursuant to a variety of provincial
and federal legislation, all of which is subject to governmental review and revision from time to time. Such
legislation provides for, among other things, restrictions and prohibitions on the spill, release or emission of various
substances produced in association with certain oil and gas industry operations, such as sulphur dioxide and nitrous
oxide. In addition, such legislation sets out the requirements with respect to oilfield waste handling and storage,
habitat production and the satisfactory operation, maintenance, abandonment and reclamation of well and facility
sites. Compliance with such legislation can require significant expenditures and a breach of such requirements may
result in suspension or revocation of necessary licenses and authorizations, civil liability for pollution damage, and
the imposition of material fines and penalties. In addition to these specific, known requirements, future changes to
environmental legislation, including anticipated legislation for air pollution and GHG emissions, may impose further
requirements on operators and other companies in the oil and natural gas industry.
Federal
On a Federal level and pursuant the Prosperity Act, the Government of Canada amended or appealed several pieces
of federal environmental legislation and in addition, created a new federal environment assessment regime. The
changes to the environmental legislation under the Prosperity Act are intended to provide for more efficient and
timely environmental assessments of projects that previously had been subject to overlapping legislative jurisdiction.
On June 20, 2016, the federal government launched a review of current environmental and regulatory processes. On
February 8, 2018, the Government of Canada introduced draft legislation to overhaul the existing environmental
assessment process and replace the NEB with the Canadian Energy Regulator (“CER”). Pursuant to the draft
legislation, the Impact Assessment Agency of Canada (the “Agency”) would replace the Canadian Environmental
Assessment Agency. It appears that additional categories of projects may be included within the new impact
assessment process, such as large-scale wind power facilities and in-situ oil sands facilities. The revamped approval
process for applicable major developments will have specific legislated timelines at each stage of the formal impact
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assessment process. The Agency’s process would focus on: (i) early engagement by proponents to engage the
Agency and all stakeholders such as the public and indigenous groups prior to the formal impact assessment process;
(ii) potentially increased public participation where the project undergoes a panel review; (iii) providing analysis of
the potential impacts and effects of a project without making recommendations, to support a public-interest
approach to decision-making, with cost-benefit determinations and approvals made by the Minister of Environment
and Climate Change or the cabinet of the federal government; (iv) analyzing further specified factors for projects
such as alternatives to the project and social and indigenous issues in addition to health, environmental and
economic impacts; -44- and (v) overseeing an expanded follow-up, monitoring and enforcement process with
increased involvement of indigenous peoples and communities. As to the proposed CER, many of its activities
would be similar to the NEB, albeit with a different structure and the notable exception that the CER would no
longer have primary responsibility in the consideration of the new major projects, instead focusing on the lifecycle
regulation (e.g. overseeing construction, tolls and tariffs, operations and eventual winding down) of approved
projects, while providing for expanded participation by communities and indigenous peoples. It is unclear when the
new regulatory scheme will come into force or whether any amendments will be made prior to coming into force.
Until then, the federal government's interim principles released on January 27, 2016 will continue to guide decisionmaking authorities for projects currently undergoing environmental assessment. The eventual effects of the proposed
regulatory scheme on proponents of major projects remains unclear.
Nova Scotia
Environmental laws in Nova Scotia are largely set out in the Environment Act which applies to LNG activities.
Moreover, other provincial departments such as Lands and Forestry along with Department of Mines and Energy
also have acts and subsequent regulations which apply to LNG and concern environment. In addition federal
departments and agencies have acts and legislation associated with LNG such as Transport Canada and Department
of Fisheries and Oceans. Many environmental regulations fall under the umbrella of the Nova Scotia Environmental
Assessment Approval process and applications for approval.
Québec
Environmental laws in Québec are largely set out in the Environment Quality Act, which requires parties looking to
conduct certain commercial and industrial activities to first obtain a certification of authorization from the Québec
Minister of Sustainable Development, Environment and Parks. The legislation is widely construed so as to include
anyone erecting or altering a structure, undertaking to operate an industry, carrying on an activity, using an
industrial process or increasing the production of any goods or services if it seems likely that this will result in an
emission of contaminants or change the quality of the environment (with some exceptions). The Environment
Quality Act applies to the majority of oil and gas operations in Québec.
In September 2017, Government of Québec released new draft regulations to the Petroleum Resources Act. This
legislation and its regulations will, once in force, govern all oil and gas activities in Québec. These regulations cover
oil and gas development on land and in bodies of water, licences for activities like exploration, development and
storage and pipeline construction.
On September 20, 2018, Government of Québec adopted the new legislative and regulatory provisions pertaining to
the exploration and exploitation of hydrocarbons in Québec, the Petroleum Resources Act and its regulations.
New Brunswick
The New Brunswick Government’s environmental laws are largely set out in its climate change action plan, which
was released in December 2016, and the indefinite moratorium on hydraulic fracturing through the “An Act to
Amend the Oil and Gas Act”.
On February 26, 2016, the NB Commission released its report to the New Brunswick Government, which report sets
forth the NB Commission's findings, reviews the potential impact of shale development in New Brunswick and
identifies five options available to New Brunswick. These options are: (i) implement a legislated ban on hydraulic
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fracturing; (ii) maintain the moratorium; (iii) maintain the moratorium until there is in place an enhanced regulatory
system, an independent research and monitoring program and sufficient public support to proceed with a
government-sponsored exploration program similar to the federal/provincial agreements that led to oil and gas
offshore developments in Nova Scotia and in Newfoundland and Labrador; (iv) remove the moratorium all or in
part, with an enhanced regulatory system and an independent research and monitoring program; or (v) remove the
moratorium with no changes to current regulations.
Climate Change Regulations
Federal
Canada has been a signatory to the United Nations Framework Convention on Climate Change (the “UNFCCC”)
since 1992. Since its inception, the UNFCCC has instigated numerous policy experiments with respect to climate
governance. On April 22, 2016, 197 countries signed the Paris Agreement, committing to prevent global
temperatures from rising more than 2° Celsius above pre-industrial levels and to pursue efforts to limit this rise to no
more than 1.5° Celsius. As of February 1, 2018, 174 of the 197 parties to the convention have ratified the Paris
Agreement. Following the Paris Agreement and its ratification in Canada, the Government of Canada pledged to cut
its emissions by 30% from 2005 levels by 2030.
Additionally, on December 9, 2016, the federal government formally announced the Pan-Canadian Framework on
Clean Growth and Climate Change. As a result, the federal government will implement a Canada-wide carbon
pricing scheme beginning in 2018. This may be implemented through either a cap and trade system or a carbon tax
regime at the option of each province or territory. The federal government will impose a price on carbon of $10 per
tonne on any province or territory which fails to implement its own system by 2018. This amount will increase by
$10 annually until it reaches $50 per tonne in 2022 at which time the program will be reviewed.
In early 2018, the federal government released its legislative proposal for the federal carbon pricing system, entitled
the Greenhouse Gas Pollution Pricing Act (the “GGPPA”). The GGPPA reinforces the approach taken in the PCF
and is only intended to serve as a regulatory backstop in the event a province or territory does not otherwise
implement an adequate provincial or territorial GHG regime.
To complement carbon pricing, a Clean Fuel Standard with the objective of achieving annual reductions of 30 Mt of
GHG emissions by 2030 is being developed by the federal government. The standard would require reductions in
the carbon footprint of the fuels supplied in Canada, based on life cycle analysis. The approach will not differentiate
between crude oil types produced in or imported into Canada. This standard is expected to apply to a broad suite of
fuels used in transportation, industry, homes and buildings.
In general, there is uncertainty with regard to the impact of federal or provincial climate change and environmental
laws and regulations, as it is currently not possible to predict the extent of future requirements. Any new laws and
regulations, or additional requirements to existing laws and regulations, could have a material impact on Pieridae’s
operations and cash flow.
Nova Scotia
Amendments to the Environment Act were passed in October 2017 and were proclaimed on February 15, 2018.
Nova Scotia then adopted regulations on GHG emissions. The provincial rules related to the GHG reporting are set
out in Quantification, Reporting, and Verification of Greenhous Gas Emissions Regulations and Standards of
Quantification, Reporting and Verification of Greenhous Gas Emissions. The first set of regulations is now in effect
and requires certain companies to report their GHG emissions and get them verified by a third party.
The amendments also allow government to create the cap and trade program and regulations to support it. Such cap
and trade regulation would be designed to reduce greenhouse gas emissions by attaching a price or cost to emissions
creating an incentive to reduce GHG emissions. The government of Nova Scotia has proposed a cap and trade
program which is still under development and may come into force in 2019.
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Québec
Québec operates under its 2013-2020 Climate Change Action Plan, which calls for a 20% reduction in GHG
emissions below 1990 levels by 2020. As part of this plan, the Québec Government passed the Environmental
Quality Act, which empowers the government to set emission limits, establish reporting requirements for GHG
emitters and establish a cap-and-trade system.
Regulations to the Environmental Quality Act established Québec's cap-and-trade system in 2012. Under this
system, the province sets GHG reduction targets and businesses that emit 25,000 tonnes or more of carbon dioxide
equivalent per year must cover their GHG emissions with an equivalent number of emissions allowances (in the
form of emission units, offset credits or early reduction credits). Québec awards a number of free emission units,
primarily to industrial emitters exposed to foreign competition. However, the number of units allocated free of
charge drops 1-2% per year. Emitters with GHG emissions in excess of the number of units allocated must purchase
emissions allowances at auctions or on the carbon market. Emitters with reduced GHG emissions can sell their
excess allowances on the carbon market.
In September 2017, Québec signed a cap-and-trade linking agreement with Ontario and California, which came into
force on January 1, 2018. This agreement replaces a former agreement between just Québec and California and it
allows any allowances issued by any of the three parties to be accepted by any of the three cap-and-trade programs.
The first joint auction of allowances from Ontario, Québec and California was in February 2018.
Québec's comprehensive Energy Policy 2030 (“Policy 2030”) seeks to significantly alter Québec's energy profile by
2030 through five demanding targets: enhance energy efficiency by 15%, reduce the amount of petroleum products
consumed by 40%, eliminate the use of thermal coal-based energy, increase overall renewable energy output by
25% and increase bioenergy production by 50%. Policy 2030 has a budget of more than $4 billion over 15 years and
will involve the implementation of numerous new regulations.
In December 2016, the Québec Government passed An Act to implement the 2030 Energy Policy and amend various
legislative provisions. This legislation includes the Petroleum Resources Act, which, once in force, will replace
existing provisions of the Mining Act and establish a licence and authorization system for the exploration,
production, and storage of petroleum. It also created Energy Transition Québec, an agency charged with
implementing Québec's 2030 target of reducing GHG emissions to 37.5% below 1990 levels.
In March 2017, the Québec Government amended the Environment Quality Act. The amendments, some of which
took effect immediately and some of which will come into force over the next two years, will substantially impact
the environmental assessment procedure and authorization of industrial projects in Québec.
New Brunswick
In December 2016, New Brunswick released a climate change action plan, transitioning to a Low- Carbon Economy.
Pursuant to this plan, the province intends to create a carbon pricing system and introduce caps on GHG emissions
that reflect the realities of the New Brunswick economy. Other initiatives under the plan include the phasing out of
coal as a source of electricity, investing in new pollution-reduction technology, and increasing progress reporting
and oversight by government committees.
In December 2017, New Brunswick introduced the Climate Change Act in its legislature. This legislation, if passed
in its current form, will introduce a modified carbon pricing system. New Brunswick will deliver the carbon tax
aspect of the pricing system by simply redirecting existing taxes on gasoline and diesel to fund programs that
combat climate change. The legislation also allows for New Brunswick to enter an agreement with the federal
government whereby the federal backstop standard will be applied to large emitters in New Brunswick. Under this
legislation, New Brunswick aims to reduce GHG emissions to 14.8 megatonnes by 2020, 10.7 megatonnes by 2030
and 5 megatonnes by 2050. It is unclear whether or not this carbon pricing system will meet the federal backstop
standard.
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Even without the Climate Change Act, New Brunswick has already met its 2020 emissions reduction goal, which
was a 35% reduction from 1990 levels. It has also met the Paris Agreement's 2030 goal of a 30% reduction from
2005 levels.
Accountability and Transparency
The federal Extractive Sector Transparency Measures Act (the “ESTMA”) imposes mandatory reporting
requirements on certain entities engaged in the commercial development of oil, gas or minerals, which includes
exploration, extraction and holding permits to explore or extract. All companies subject to ESTMA are required to
report payments over $100,000 made to any level of a Canadian or foreign government, including royalty payments,
taxes (other than consumption taxes and personal income taxes), fees, production entitlements, bonuses, dividends
(other than ordinary dividends paid to shareholders) and infrastructure improvement payments. These categories are
distinct; regardless of the aggregate payment amount, one or more individual categories must reach the $100,000
threshold for reporting to be required.
Any persons or entities found in violation of the ESTMA (which includes making a false report, failing to make the
report public or failing to maintain records for the prescribed period) can be fined up to $250,000 for each day that
the offence continues. There is a further fine of up to $250,000 for any person or entity who has structured payments
in order to avoid the obligation to report such payments under the ESTMA. Officers or directors who authorized or
acquiesced in the commission of an offence can be subject to personal liability, regardless of whether the entity for
which they acted has been prosecuted or convicted. The ESTMA contains a due diligence defence whereby no
person will be found guilty of an offence under the ESTMA if the person can establish that he or she exercised due
diligence to avoid committing the offence. Additionally, there is a five year limitation period (from the time when
the subject matter of the proceeding arouses) within which proceedings must be brought for offences under the
ESTMA.
DIVIDENDS AND DIVIDEND POLICY
Pétrolia declared a special dividend on its common shares in a total amount of $9,011,998.20 (or $0.083041 per
Pétrolia share based on 108,524,683 shares issued and outstanding at the time) to its shareholders of record as of
October 20, 2017, which was paid concurrently with closing of the Pétrolia Arrangement.
Pieridae’s dividend policy consists in retaining its earnings in order to finance future growth. As a result, Pieridae
has no intention of paying dividends in the foreseeable future. Any future decision to pay dividends will be at the
discretion of the board of directors and will depend on the financial position of Pieridae, its results of operations and
its capital requirements and such other factors as the board of directors considers relevant.
DESCRIPTION OF SHARE CAPITAL
The authorized capital of Pieridae consists of an unlimited number of common shares without nominal value, of
which 50,572,765 Pieridae Shares were issued and outstanding as of the date of the Information Circular.
As of the date of the Information Circular Pieridae also had outstanding 2,802,947 stock options (“Pieridae
Options”) to purchase an aggregate of 2,802,947 Pieridae Shares at prices ranging from $0.005 to $8.04. All
warrants to purchase Pieridae Shares expired November 5, 2018.
The holders of Pieridae Shares are entitled to one vote per share at all meetings of shareholders of Pieridae and are
entitled to dividends, if and when declared by the directors of Pieridae, and to the distribution of the residual assets
of Pieridae in the event of the liquidation, dissolution or winding-up of Pieridae.
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FINANCIAL INFORMATION AND MANAGEMENT’S DISCUSSION AND ANALYSIS
Financial Statements
Included as Schedule A to this Appendix are the following financial statements:
(i)

Audited consolidated financial statements of Pieridae for the year ended December 31, 2017 with
comparative figures for the year ended December 31, 2016, together with the notes thereto and the report of
the auditors thereon.

(ii)

Audited consolidated financial statements of Former Pieridae for the year ended December 31, 2016 with
comparative figures for the year ended December 31, 2015, together with the notes thereto and the report of
the auditors thereon.

(iii)

Audited consolidated financial statements of Former Pieridae for the year ended December 31, 2015 with
comparative figures for the year ended December 31, 2014, together with the notes thereto and the report of
the auditors thereon.

(iv)

Audited consolidated financial statements of Pétrolia for the year ended December 31, 2016 with
comparative figures for the year ended December 31, 2015, together with the notes thereto and the report of
the auditors thereon.

(v)

Audited consolidated financial statements of Pétrolia for the year ended December 31, 2015 with
comparative figures for the year ended December 31, 2014, together with the notes thereto and the report of
the auditors thereon.

Selected Pro Forma Consolidated Financial Information
The following information: (i) should be read in conjunction with (a) the pro forma financial statements of Pieridae
following completion of the Arrangement, which are attached as Appendix G to the Information Circular; (b) the
unaudited condensed interim consolidated financial statements of Ikkuma for the three and six month periods ended
June 30, 2018 and 2017; (c) the audited consolidated financial statements of Ikkuma for the years ended December
31, 2017 and December 31, 2016; (d) the audited consolidated financial statements of Pieridae for the years ended
December 31, 2017 and December 31, 2016 which are included in Schedule A to this Appendix; and (e) the interim
consolidated financial statements of Pieridae for the three and six month periods ended June 30, 2018 and 2017
which are included in Schedule A to this Appendix; and (ii) sets out certain financial information for Ikkuma and
Pieridae as at June 30, 2018 and pro forma financial information for Pieridae after giving effect to the Arrangement
and is presented for illustrative purposes only and is not necessarily indicative of the operating or financial results
that would have occurred had the Arrangement actually occurred.
The summary unaudited pro forma consolidated financial information below is derived from the Pro Forma
Financial Statements attached as Appendix G to the Information Circular and should be read in conjunction with the
Pro Forma Financial Statements, related notes and other financial information appearing elsewhere in the
Information Circular. See the Pro Forma Financial Statements attached as Appendix G to the Information Circular.
Balance Sheet Data
(in thousands $)
Assets
Liabilities
Shareholder's Equity

Ikkuma
June 30, 2018

Pieridae
June 30, 2018

Pieridae
(post Arrangement)

$325,663
$234,481
$91,182

$70,599
$15,275
$55,324

$381,642
$242,097
$139,545

E - 38

Management’s Discussion and Analysis
Included as Schedule C to this Appendix is the following management’s discussion and analysis in respect of
Pieridae:
(i)

Management’s discussion and analysis of the financial conditions and results of operations for the year
ended December 31, 2017.

(ii)

Management’s discussion and analysis of the financial condition and results of operations of Pieridae for
the three and six months ended June 30, 2018.
CONSOLIDATED CAPITALIZATION

The following table sets forth the consolidated capitalization of Pieridae as at June 30, 2018 (i) before giving effect
to the Arrangement; and (ii) after giving effect to the Arrangement.

Designation

Authorized

Pieridae Shares(1)

Unlimited

Pieridae term debt(4)

N/A

Outstanding as at June 30,
2018 before giving effect to
the Arrangement

Outstanding as at June 30, 2018
after giving effect to the
Arrangement

$129,041,000
(50,549,763 Pieridae Shares)

$211,056,556
(72,132,805 Pieridae Shares)(2)(3)

Nil

$50,000,000

Notes:
(1)

As at the date of the Information Circular, the following Pieridae Options were outstanding:
Pieridae Options Outstanding
15,830
15,000
37,081
6,250
6,250
80,829
8,333
44,115
441,150
441,150
32,291
441,150
91,118
1,007,400
125,000
10,000
2,802,947

(2)
(3)

(4)

Exercise price
$8.04
$8.04
$5.82
$6.84
$6.60
$4.08
$2.64
$0.01
$4.08
$4.08
$2.52
$5.67
$1.98
$5.67
$5.67
$5.67

Expiry date
December 5, 2018
May 27, 2019
November 25, 2019
March 25, 2020
May 27, 2020
November 24, 2020
May 25, 2021
June 8, 2021
June 8, 2021
June 13, 2021
August 25, 2021
October 19, 2021
November 16, 2021
January 28, 2023
June 27, 2023
September 6, 2023

Doesn’t include an equivalent of $83,082 in Pieridae Shares expected to be issued prior to completion of the Arrangement to directors
of Pieridae in accordance with Pieridae’s director compensation policy.
Assumes that 21,583,041 Pieridae Shares are issued to acquire all of the issued and outstanding common shares of Ikkuma based on
the exchange ratio of 0.1926 of a Pieridae Share for each common share of Ikkuma. As at the date of the Information Circular, there
were 109,334,987 common shares of Ikkuma issued and outstanding and it is expected that, out of the 9,368,200 outstanding Ikkuma
Options and 10,083,333 outstanding Warrants, 2,726,499 Ikkuma Options and nil outstanding Warrants will be exercised. Share value
at issuance is estimated at $3.80 per Pieridae Share.
Assumes Pieridae refinances or assumes Ikkuma’s term debt in the aggregate amount of $50,000,000.
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PRIOR SALES
The following table summarizes the issuances of Pieridae Shares within the twelve month period prior to the date of
the Information Circular.
Date of Issuance

Issue Price per Pieridae Share(1)

Number of Pieridae Shares Issued(1)

2017
October 4(5)
October 20(4)
October 24(2)
November 3(2)
November 3(2)
December 4(2)
December 13(2)
December 22(2)

$4.08
$5.67
$2.21
$1.98
$2.64
$1.98
$0.45
$0.45

53,306
1,100,935
661,725
6,250
6,250
1,875
661,725
11,028

$1.98
$1.98
$1.98
$2.64
$1.98
$1.98
$2.52
$4.08
$1.98
$2.52
$1.98
$4.90
$1.98
$1.98
$4.18
$2.64

2,604
1,875
3,906
2,083
156
3,906
3,125
18,750
5,208
2,083
2,500
19,766
1,302
1,302
21,960
1,042

2018
January 3(2)
January 8(2)
January 10(2)
January 10(2)
January 24(2)
January 29(2)
January 29(2)
February 26(2)
April 5(2)
April 5(2)
April 25(2)
May 8(3)
June 21(2)
June 27(2)
October 19(6)
November 8(2)
Notes:
(1)
(2)
(3)
(4)
(5)
(6)

Issue Price per Pieridae Share and Number of Pieridae Shares Issued are on a post-consolidation basis, subsequent to the amalgamation
of Pieridae and Pétrolia.
Issuances related to the exercises of Pieridae Options.
Pieridae Shares issued to employees in accordance with Pieridae’s RRSP matching policy.
Pieridae Shares issued in regards to the conversion of a US$5,000,000 convertible loan.
Pieridae Shares issued to current and former employees of Pieridae as partial payment for bonuses earned by such employees prior to
issuance of Pieridae Shares.
Pieridae Shares issued to directors in accordance with Pieridae’s Director Compensation Policy.

PRICE RANGE AND TRADING VOLUME OF PIERIDAE SHARES
The Pieridae Shares are listed and posted for trading on the TSXV under the symbol “PEA”. The following sets
forth the price range and volume of Pieridae Shares traded or quoted on the TSXV (as reported by such exchange)
for the periods indicated.
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Price Range(1)
High
($/share)

Low
($/share)

Volume(1)

2017
August
September
October
November
December

0.00
0.00
0.46
5.50
4.47

0.00
0.00
0.30
2.69
3.03

0
0
19,794,957
2,250,322
2,851,274

2018
January
February
March
April
May
June
July
August
September
October
November 1 – 13

5.50
5.95
5.58
4.98
4.95
4.80
4.45
4.49
3.87
4.50
4.55

4.15
4.30
4.51
4.25
4.41
4.21
3.00
3.13
3.00
3.30
3.56

3,013,356
565,339
213,576
218,652
232,500
151,497
1,500,377
1,228,573
408,942
580,446
105,776

Notes:
(1)

(2)

For periods prior to November 2, 2017, the price range and trading volume provided is for Pétrolia common shares traded or quoted
on reported by the TSXV. Trading was halted during August, 2017 and September, 2017 pending completion of the Pétrolia
Arrangement. Trading resumed on October 4, 2017 and was halted on October 16, 2017 pending completion of matters in connection
with the Pétrolia Arrangement (including a special dividend and share consolidation). On November 2, 2017 trading of Pieridae
Shares commenced on an ex-dividend and post-consolidated basis.
On November 13, 2018, the last trading day prior to the date of the Information Circular, the closing price of the Pieridae Shares on
the TSXV was $3.90 per share.

ESCROWED SECURITIES
Total Escrowed Securities
Below is a summary the aggregate number of Pieridae securities currently held in escrow.
Designation of Class
Pieridae Shares
Pieridae Options

Escrowed Securities(1) (#)
11,424,027
810,433

Percentage of Class
22.59%
28.91%

Notes:
(1)

Computershare Trust Company of Canada (“Computershare”) acts as depositary for all securities held in escrow.

Tier 2 Surplus Escrowed Securities
Below is a description of Pieridae’s securities that are currently held in escrow in accordance with the terms of a
Tier 2 surplus security escrow agreement (the “TSXV Surplus Escrow Agreement”).
Designation of Class
Pieridae Shares
Pieridae Options

Escrowed Securities(1) (#)
9,851,806
705,840

Percentage of Class
19.48%
25.18%
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Notes:
(1)

Computershare acts as depositary for the above securities held in escrow. The TSXV Surplus Escrow Agreement provides for a
release of 5% of the escrowed securities six months after the time of the final TSXV notice accepting completion of the Pétrolia
Arrangement (the “Exchange Notice”), 10% 12 months after the time of the Exchange Notice, 10% 18 months after the time of the
Exchange Notice, 15% 24 months after the time of the Exchange Notice, 15% 30 months after the time of the Exchange Notice, and
40% 36 months after the time of the Exchange Notice. Pursuant to the TSXV Surplus Escrow Agreement, such escrowed securities
can only be transferred in accordance with the policies of the TSXV.

Tier 1 Value Escrowed Securities
Below is a description of Pieridae’s securities that are currently held in escrow in accordance with the terms of Tier
1 value security escrow agreements (the “TSXV Tier 1 Value Escrow Agreements”).
Designation of Class
Pieridae Shares
Pieridae Options

Escrowed Securities(1) (#)
23,781
34,375

Percentage of Class
0.05%
1.23%

Notes:
(1)

Computershare acts as depositary for the above securities held in escrow. The TSXV Tier 1 Value Escrow Agreements provide for a
release of 25% of the escrowed securities every six months after the issuance of the Exchange Notice. Pursuant to the TSXV Surplus
Escrow Agreements, such escrowed securities can only be transferred in accordance with the policies of the TSXV.

Tier 2 Value Escrowed Securities
Below is a description of Pieridae’s securities that are currently held in escrow in accordance with the terms of a
Tier 2 value security escrow agreement (the “TSXV Tier 2 Value Escrow Agreement”).
Designation of Class
Pieridae Shares
Pieridae Options

Escrowed Securities(1) (#)
1,548,439
70,219

Percentage of Class
3.06%
2.51%

Notes:
(1)

Computershare acts as depositary for the above securities held in escrow. The TSXV Tier 2 Value Escrow Agreements provide for a
release of 15% of the escrowed securities every six months after the issuance of the Exchange Notice. Pursuant to the TSXV Tier 2
Value Escrow Agreement, such escrowed securities can only be transferred in accordance with the policies of the TSXV.

PRINCIPAL SECURITYHOLDERS
To the knowledge of the directors and executive officers of Pieridae, as the date of the Information Circular no
person beneficially owned, controlled or directed, directly or indirectly, more than 10% of the voting rights attached
to the outstanding Pieridae Shares other than as follows: (i) Electron Capital Partners, LLC filed a report dated
March 9, 2018, with securities regulators stating that it and its affiliate, Electron Global Master Fund, L.P.,
(collectively, “Electron”) control 5,269,727 (or approximately 10.43%) of the issued and outstanding Common
Shares as at the date of the report and as of July 31, 2018 Electron beneficially owned, or exercised control or
direction over, 7,127,775 common shares of Pieridae representing at that time approximately 14.1% of all such
issued and outstanding common shares of which 6,770,668 (approximately 13.39%) of such common shares of
Pieridae were owned or controlled by Electron Global Master Fund, L.P. and 357,107 (approximately 0.71%) of
such common shares of Pieridae were owned or controlled by Electron Capital Partners, LLC.; and Alfred Sorensen
Holdings Ltd., a private corporation controlled by Mr. Alfred Sorensen, is the registered holder of 9,784,235 (or
approximately 19.35%) of the issued and outstanding Pieridae Shares as at the date of the Information Circular.
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DIRECTORS AND EXECUTIVE OFFICERS
The following table sets forth the name and municipality of residence of the executive officers of Pieridae, the
office they hold with Pieridae and their principal occupation during the last five years.
Name, City, Province and Country of
Residence and Age

Office Held

Principal Occupation during the Five
Previous Years

Alfred Sorensen
Calgary, Alberta, Canada
Age: 57

President, Chief Executive Officer and
Director

President and CEO of Former Pieridae
since its founding in 2012. Prior thereto,
a principal founder of Galveston LNG
Inc. Director of Canadian Spirit
Resources Inc. since January 2012.

Melanie Litoski
Calgary, Alberta, Canada
Age: 47

Chief Financial Officer

Chief Financial Officer of Founders
Advantage Capital Corp. (March 2018 to
September 30, 2018). Vice President,
Controller for Dollar Financial Group
(2014 – March 2018). Vice President,
Finance and Controller for ENMAX
Corporation (2008 – 2014).

Thomas Dawson
Airdrie, Alberta, Canada
Age: 56

LNG President

Chief Operating Officer of Former
Pieridae since May 2012. Prior thereto, a
principle founder of Galveston LNG Inc.

Martin Bélanger
Calgary, Alberta, Canada
Age: 51

Production President

Interim President and Chief Executive
Officer of Pétrolia (from September 2016
until October 2017) and Director of
Pétrolia from March 26, 2015 until
October 24, 2017. Prior thereto, Director
of Business Development, Natural
Resources Solution Center for IBM
Canada Ltd. (September 2015 to August
2016);
Director,
Oil
Pipelines,
Commercial Operations Engineering,
TransCanada Pipelines Ltd. (September
2013 to May 2015); Director, Production
Operations, Laricinia Energy Ltd. (May
2011 to September 2013)

Thomas Ciz
Vancouver, British Columbia, Canada
Age: 58

General Counsel and Corporate Secretary

General Counsel to Former Pieridae since
August 1, 2015. Prior thereto Associate
Counsel at Farris, Vaughan, Wills &
Murphy LLP.

The following table presents the name and municipality of residence of the directors of Pieridae, their offices held
with Pieridae, the date on which they became directors and their principal occupations. Each director holds office
from the date of election until the next annual meeting of shareholders of Pieridae or until his successor has been
duly elected or appointed or he resigns or his office becomes vacant for any reason.
Name, City, Province and
Country of Residence and
Age
Myron A. Tétreault(2)
Calgary , Alberta, Canada
Age: 51

Office or Position
Held, (and Director
Since)
Chairman
(March 20, 2009)

Principal Occupation during the Five
Previous Years
Chairman of Calafate Holdings Ltd. since 1999.
Director of Fitzroy Developments Ltd. and
Northern Vision Development Corp since 2004.
Lead Director of PHX Energy Services Corp.
since 2012 (and director or officer of PHX
Energy Services Corp. and its predecessor since
1997.
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Number of Pieridae
Shares Owned or
Controlled(1)
100,000(5)
(0.20%)

Name, City, Province and
Country of Residence and
Age

Office or Position
Held, (and Director
Since)

Principal Occupation during the Five
Previous Years

Number of Pieridae
Shares Owned or
Controlled(1)

Alfred Sorensen
Calgary , Alberta, Canada
Age: 57

President, Chief
Executive Officer and
Director (October 24,
2017)

President and CEO of Pieridae since its
founding in 2012. Prior thereto, a principal
founder of Galveston LNG Inc. Director of
Canadian Spirit Resources Inc. since January
2012.

9,784,235(6)
(19.35%)

Andrew Judson(2)(3)
Calgary , Alberta, Canada
Age: 50

Director
(October 24, 2017)

Director and Senior Advisor of Daytona Power
Corp since April 2018, Prior thereto, Managing
Partner of Camcor Partners Inc. since 2013.
Prior thereto, a Managing Director with
FirstEnergy Capital Corp. since September
2007.

6,714(7)
(0.01%)

Matthew Rees(3)(4)
Calgary , Alberta, Canada
Age: 46

Director
(October 24, 2017)

President and Chief Executive Officer of
ORLEN Upstream Canada Ltd. since June
2015. Prior thereto, held positions with
Talisman Energy Inc. and Petro-Canada Oil &
Gas in the U.K., Columbia and Canada.

Nil

Charles Boulanger(2)(4)
Quebec, QC, Canada
Age: 60

Director
(December 11, 2012)

President and Chief Executing Officer of
LeddarTech Inc. and President of Moody
Management Inc.

49,155(8)
(0.10%)

Kjell Pedersen(3)(4)
Stavanger, Norway
Age: 65

Director
(June 27, 2018)

Director of Det Norske Oljeselskap AS from
2015 until 2016. Prior thereto, Chairman of
Aibel AS from April 2013 until March 2015.
Prior thereto, CEO of Petoro AS from 2001
until 2013. Vice Chairman of the Board of
AHLP from June 2014 until July 2016.

1,869(9)

Notes:
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)

Information regarding shares owned or controlled provided by directors.
Members of the Audit Committee.
Members of the Compensation and Governance Committee.
Members of the Reserve and Health, Safety and Environment Committee.
Not including 232,291 Pieridae Shares that may be issued upon exercise of Pieridae Options.
Not including 195,000 Pieridae Shares that may be issued upon exercise of Pieridae Options.
Not including 441,150 Pieridae Shares that may be issued upon exercise of Pieridae Options.
Not including 147,915 Pieridae Shares that may be issued upon exercise of Pieridae Options.
Not including 125,000 Pieridae Shares that may be issued upon exercise of Pieridae Options.

As at the date of the Information Circular, Pieridae’s directors and officers beneficially owned, or controlled or
directed, directly or indirectly, as a group, a total of 13,280,877 Pieridae Shares, representing approximately 26.3%
of issued and outstanding Pieridae Shares.
Corporate Cease Trade Orders
To the knowledge of Pieridae, and according to information provided by directors and officers, no director or office
of Pieridae is or has been, within the ten years preceding the date of the Information Circular, a director, chief
executive officer or chief financial officer of a company that was subject to an order that was issued while the
director or executive officer was acting in the capacity as director, chief executive officer or chief financial officer,
or was subject to an order that was issued after the director or executive officer ceased to be a director, chief
executive officer or chief financial officer and which resulted from an event that occurred while that person was
acting in the capacity as director, chief executive officer or chief financial officer. For the purposes of this
paragraph, “order” refers to (i) a cease trade order, (ii) an order similar to a cease trade order, or (iii) an order that
denied the relevant entity to any exemption under securities legislation.
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Bankruptcies
To the knowledge of Pieridae, none of its directors, executive officers or a shareholder holding a sufficient number
of securities of Pieridae to affect materially its control: (i) is, as at the date of the Information Circular, or has been
within the 10 years before the date of the Information Circular, a director or executive officer of any entity
(including Pieridae) that, while that person was acting in that capacity, or within a year of that person ceasing to act
in that capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was
subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver
manager or trustee appointed to hold its assets, state the fact; or (ii) has, within the 10 years before the date of the
Information Circular, become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency,
or become subject to or instituted any proceedings, arrangement or compromise with creditors, or had a receiver,
receiver manager or trustee appointed to hold the assets of the director, executive officer or shareholder.
Penalties or Sanctions
To the knowledge of Pieridae, none of its directors or executive officers, or any shareholder holding a sufficient
number of securities to affect materially the control of Pieridae, has been subject to: (i) any penalties or sanctions
imposed by a court relating to securities legislation or by a securities regulatory authority or has entered into a
settlement agreement with a securities regulatory authority; or (ii) any other penalties or sanctions imposed by a
court or regulatory body that would likely be considered important to a reasonable investor in making an investment
decision.
Conflicts of Interest
Certain directors and officers of Pieridae are associated with other resource companies which may lead to conflict of
interest situations. If a director or officer is placed in a situation of conflict of interest, such director or officer shall
abstain from taking part in relevant discussions, decisions, and voting. As at the date of the Information Circular,
Pieridae is not aware of any existing or potential material conflicts of interest between Pieridae and any director or
officer of Pieridae.
STATEMENT OF EXECUTIVE COMPENSATION
In this Appendix, a Named Executive Officer (“NEO”) means: (a) Pieridae’s Chief Executive Office (“CEO”); (b)
Pieridae’s Chief Financial Officer (“CFO”); (c) Pieridae’s three other most highly compensated executive officers at
the end of the financial year ended December 31, 2017, whose total compensation, individually, was greater than
$150,000; and (d) each individual who would be an NEO but for the fact that the individual was neither an executive
officer of Pieridae, nor serving in a similar capacity, at the end of the financial year ended December 31, 2017.
For the financial year ended December 31, 2017, Pieridae had six named NEOs namely, Alfred Sorensen (CEO);
Mario Racicot (CFO); Thom Dawson (President-LNG, previously Chief Operating Officer (“COO”) of Former
Pieridae), Martin Bélanger (President-Production, previously CEO of Pétrolia inc.), Myron Tétreault (Chairman of
the Board, previously Executive-Chairman of Pétrolia) and Thomas Ciz (General Counsel and Corporate Secretary).
Mr. Tétreault was considered a NEO until October 24, 2017.
Compensation Discussion and Analysis
Role of the Governance and Compensation Committee
In November 2017, the corporation formed a Governance and Compensation Committee which is responsible,
among other things, for the oversight of Pieridae’s compensation plans. The Governance and Compensation
Committee is comprised of Alfred Sorensen, Andrew Judson and Matthew Rees of which Andrew Judson and
Matthew Rees are considered to be independent members. Specifically, the Committee is responsible for reviewing
the corporation’s compensation philosophy and developing and fostering a compensation policy that rewards the
creation of shareholder value and reflects an appropriate balance between short and long-term performance. It is
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important to Pieridae to ensure it is capable of attracting, motivating and retaining individuals who will contribute to
the long-term success of Pieridae.
The Governance and Compensation Committee is responsible for negotiating the total compensation program for the
NEOs and any other officers, reviewing and advising on stock option guidelines, including making
recommendations on specific option grants, and reviewing and communicating to the Board the compensation policy
and principles that will be applied to other employees of Pieridae.
In reviewing executive compensation, the Governance and Compensation Committee will rely on the advice of the
CEO regarding other officers of Pieridae (including the NEOs) and will allow him to participate in the Governance
and Compensation Committee’s deliberations on those officers. The CEO will not, however, participate in any
manner in the deliberations of the Governance and Compensation Committee or the Board on his compensation. The
Governance and Compensation Committee may not delegate any of its responsibilities to another entity or to an
individual without the approval of the Board.
Composition of the Governance and Compensation Committee
Two of the members of the Governance and Compensation Committee are considered independent under National
Instrument 58-101 - Disclosure of Corporate Governance Practices.
Objectives of NEO Compensation Program and Compensation Philosophy
The objectives of Pieridae’s NEO compensation program are to: (a) attract, motivate and retain high-caliber
individuals; (b) align the interests of the NEOs with those of Pieridae’s shareholders; (c) establish an objective
connection between NEO compensation and Pieridae’s financial and business performance; and (d) incentivize the
NEOs to continuously improve operations and execute on corporate strategy. The NEO compensation program is,
therefore, designed to reward the NEOs for increasing shareholder value, achieving corporate performance that
meets pre-defined objective criteria and improving operations and executing on corporate strategy.
Pieridae’s policy with respect to the compensation of NEOs is to establish annual goals with respect to corporate
development and the individual areas of responsibility of each NEO and then to review total compensation with
respect to the achievement of these goals. In addition, Pieridae recognizes the importance of ensuring that overall
compensation for NEOs is not only internally equitable, but also competitive within the market segment.
Specifically, the Governance and Compensation Committee’s review and evaluation will include measurement of,
among others, the following areas: (a) the achievement of corporate objectives, such as financings, partnerships and
other business development, in particular having regard to budgetary constraints and other challenges facing
Pieridae; (b) Pieridae’s financial condition; and (c) Pieridae’s share price and market capitalization.
The NEO compensation program consists of two principal components: (a) base salary; and (b) longterm incentives.
Each component has a different function, as described in greater detail below, but all elements work together to
reward the NEOs appropriately for personal and corporate performance.
Base salaries are considered an essential element in attracting and retaining Pieridae’s senior executives (including
the NEOs) and rewarding them for corporate and individual performance. Base salaries are established taking into
account individual performance and experience, level of responsibility and competitive pay practices. Base salaries
are reviewed annually and adjusted, if appropriate, to reflect performance and market changes. Any increase to the
base salary of the CEO must be approved by the Board and will be based on the recommendation of the Governance
and Compensation Committee. The CEO is responsible for determining and approving any increase in salary for the
other NEOs.
Long-Term Incentives
Pieridae’s long-term incentive compensation for senior executives (including the NEOs) may be provided through
stock option grants under the Pieridae Option Plan. Participation in the Pieridae Option Plan is considered to be a
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material component of compensation that incentivizes the NEOs to create long-term shareholder value, as the value
of Pieridae Options is directly dependent on the market valuation of Pieridae. The Pieridae Option Plan also serves
to assist Pieridae in retaining senior executives as Pieridae Options granted under the Pieridae Option Plan typically
vest over time.
Each NEO is eligible for an annual option grant that will be approved from time to time by the Board and based on
the recommendation of the Governance and Compensation Committee. The number of stock options granted is
based on the NEO’s level of responsibility and personal performance and also competitive and market conditions.
Special option grants may be considered, if warranted, for performance or other reasons. Each NEO may be granted
options upon the commencement of employment with Pieridae. When determining whether and how many new
option grants will be made, the Board takes into account the amount and terms of any outstanding options. As of
December 31, 2017, Pieridae does not require its NEOs to own a specific number of Pieridae Shares. Pieridae is
currently working on implementing such a plan for 2018.
The Pieridae Option Plan requires that the option exercise price may not be less than the market price of the Pieridae
Shares at the time the option is granted, subject to any discounts permitted by applicable securities laws and stock
exchange rules. Pieridae Options vest in accordance with the terms under which Pieridae Options are granted which
are at the discretion of the Board and Pieridae Options expire no later than five years after the date of the grant. The
award of any options under the Pieridae Option Plan to the NEOs will be subject to the approval of the Board, based
on the recommendation of the Governance and Compensation Committee. For further details concerning the
Pieridae Option Plan, see “Equity Compensation Plan Information” below.
Risks associated with Compensation Policies and Practices
The Board and the Governance and Compensation Committee have considered the implications of the risks
associated with Pieridaes’ compensation policies or practices.
Each member of the Governance and Compensation Committee has been in a senior leadership position in various
organizations, and in those capacities obtained direct experience relevant to executive compensation, and has the
skills and experience that enable the Governance and Compensation Committee to make decisions on the suitability
of Pieridae’s compensation policies and practices.
The Governance and Compensation Committee reviews the NEO’s compensation based upon yearly corporate
accomplishments, market and sector comparisons, corporate budget and individual requirements for retaining the
NEOs. Compensation may consist of salary and stock options. Pieridae Options to acquire Pieridae Shares are
granted at the discretion of the Board and often in conjunction with grants of options to directors, executives,
employees and consultants to Pieridae.
Summary Compensation Table
The following table presents information concerning all compensation paid, payable, awarded, granted, given, or
otherwise provided to NEOs by Pieridae for services in all capacities to Pieridae during the last three financial years:
Non-equity incentive
plan compensation ($)
Name and
principal
position
Alfred
Sorensen
CEO(1)

Year

Salary
($)

Bonus
($)

Sharebased
awards
($)

Optionbased
awards(7)
($)

Annual
incentive
plans

Longterm
incentive
plans

Pension
value
($)

All other
compensation
($)

Total
compensation
($)

2017

137,500

Nil

-

-

-

-

-

-

137,500

2016

330,000

Nil

-

-

-

-

-

-

330,000

2015

330,000

Nil

-

-

-

-

-

-

330,000
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Non-equity incentive
plan compensation ($)
Name and
principal
position
Mario
Racicot
CFO(2)

Year

Salary
($)

Bonus
($)

Sharebased
awards
($)

Optionbased
awards(7)
($)

Annual
incentive
plans

Longterm
incentive
plans

Pension
value
($)

All other
compensation
($)

Total
compensation
($)

2017

145,000

70,000

-

Nil

-

-

-

Nil

215,000

2016

129,557

11,100

-

37,388

-

-

-

Nil

178,045

2015

29,886

6,000

-

15,400

-

-

-

Nil

51,286

Thom
Dawson
PresidentLNG(3)

2017

129,335

Nil

-

-

-

-

-

-

129,335

2016

275,000

Nil

-

-

-

-

-

-

275,000

2015

275,000

Nil

-

-

-

-

-

-

275,000

Martin
Bélanger
PresidentProduction(4)

2017

Nil

101,000

-

-

Nil

-

-

222,000

323,000

2016

Nil

Nil

-

-

24,075

-

-

95,700

119,775

2015

Nil

Nil

-

-

50,825

-

-

16,183

67,008

Thomas Ciz
General
Counsel(5)

2017

109,995

44,850

65,142

Nil

-

-

-

-

219,987

2016

219,992

Nil

N/A

Nil

-

-

-

-

219,992

2015

91,667

Nil

N/A

1,000,000

-

-

-

-

1,091,667

2017

Nil

134,000

-

Nil

-

-

-

149,091

283,091

2016

Nil

29,372

-

28,563

-

-

-

127,950

185,885

2015

Nil

26,738

-

23,100

-

-

-

118,825

168,663

Myron A.
Tétrault
Chairman(6)

Notes:
(1)

(2)

(3)

(4)

(5)

(6)

(7)

CEO of Pieridae since October 24, 2017. Previously CEO of Former Pieridae since its founding in 2012. For fiscal year 2017, an
amount of $76,290 included in the amounts presented in the “Total compensation” column represents Mr. Sorensen's compensation as
a CEO of Former Pieridae.
CFO of Pieridae since October 24, 2017. Previously CFO and Corporate secretary of Pétrolia from May 2016 until October 24, 2017.
For fiscal year 2017, an amount of $192,692 included in the amounts presented in the “Total compensation” column represents
Mr. Racicot's compensation as a CFO and Corporate Secretary of Pétrolia. Prior to that held the position of Corporate Affairs Manager
of Pétrolia from September 2015 to May 2016.
President-LNG of Pieridae since October 24, 2017. Previously COO of Former Pieridae since its founding in 2012. For fiscal year
2017, an amount of $78,327 included in the amounts presented in the “Total compensation” column represents Mr. Dawson's
compensation as a COO of Former Pieridae.
President-Production of Pieridae since October 24, 2017. Interim President and CEO of Pétrolia from September 2016 until
October 24, 2017. Director of Pétrolia from March 2015 until October 2017. For fiscal year 2017, an amount of $266,370 included in
the “Total Compensation” represents Mr. Bélanger compensation as Interim President and CEO of Pétrolia and $15,375 represents his
remuneration as a director. For fiscal year 2016, an amount of $21,700 included in the amount presented in the “all other
compensation” column and $6,825 presented in the “option-based awards” column represents Mr. Bélanger’s compensation as a
director. The services of Mr. Bélanger, as Interim President and CEO of Pétrolia were provided by Mr. Bélanger under the terms of a
Consulting Agreement.
General Counsel since October 24, 2017. Previously General Counsel of Former Pieridae since July 15, 2015. For fiscal year 2017, an
amount of $69,188 included in the amounts presented in the “Total compensation” column represents Mr. Ciz's compensation as a
General Counsel of Former Pieridae.
Chairman of Pieridae since November 2017, Previously Executive Chairman since 2014 of Pétrolia, Interim President and CEO of
Pétrolia from September 2013 to May 2014. For fiscal year 2017, an amount of $99,000 included in the amounts presented in the
“Total compensation” column represents Mr. Tétreault's compensation as an Executive Chairman of Pétrolia and the amounts of
$18,225 and $9,866 represent Mr. Tétreault's compensation as a director for Petrolia and Pieridae, respectively. For fiscal year 2016,
an amount of $26,750 (2015 - $25,325) included in the amounts presented in the “all other compensation” column as well as the
amounts presented in the “option-based awards” column for fiscal years, 2015 and 2016 represents Mr. Tétreault's compensation as a
director. The services of Mr. Tétreault, as Executive Chairman of Pétrolia, were provided under the terms of a consulting agreement.
The estimated fair value of the Pieridae Options granted as of the grant date has been calculated using the Black-Scholes-Merton
model.
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Incentive Plan Awards
Outstanding Share-based and Option-based Awards
The following table sets forth information in respect of all awards outstanding at the end of the last financial year to
Pieridae’s NEOs:
Option-based Awards

Number of
securities
underlying
unexercised
options
(#)

Name

(3)

($)

Option expiry date

($)

(#)

($)

Market or
payout value
of sharebased awards
that have
vested (not
paid or
distributed)
($)

Option
exercise
price

Value of
unexercised
in-the-money
options(1)

Number of
shares or
units of
shares that
have not
vested

Market or
payout value
of sharebased awards
that have not
vested

1.98

November 16, 2021

35,000

-

-

-

6,250

(3)

2.52

August 25, 2021

10,625

-

-

-

8,333

(2)

2.64

May 25, 2021

13,166

-

-

-

8,333

(2)

4.08

November 4, 2020

1,167

-

-

-

6,250(3)

1.98

November 16, 2021

14,000

-

-

-

2.52

August 25, 2021

21,250

-

-

-

4.08

November 24, 2020

583

-

-

-

6.60

May 27, 2020

-

-

-

-

15,625
Mario Racicot

(2)

12,500
Martin Bélanger

Share-based Awards

4,166

(2)

6,250
6,250

6.84

March 25, 2020

-

-

-

-

Thomas Ciz

441,150

5.67

October 19, 2021

-

-

-

-

Myron A. Tétrault

15,625(3)

1.98

November 16, 2021

35,000

-

-

-

2.52

August 25, 2021

14,166

-

-

-

4.08

November 24, 2020

1,750

-

-

-

8,333

(2)
(2)

12,500

8,333

5.82

November 25, 2019

-

-

-

-

12,500

8.04

May 27, 2019

-

-

-

-

33,333

11.76

September 14, 2018

-

-

-

-

Notes:
(1)
(2)

(3)

Based on the closing price of the common shares on the TSXV on December 31, 2017 ($4.22).
As required by the TSXV, these securities are held in escrow pursuant to the TSXV Tier 1 Value Escrow Agreement which provides
for a release of the Pieridae Tier 1 Value Escrowed Securities as set forth above. Pursuant to the TSXV Tier 1 Value Escrow
Agreement, the Pieridae Tier 1 Valued Escrow Securities can only be transferred in accordance with the TSXV policy.
As required by the TSXV, these securities are held in escrow pursuant to the TSXV Tier 2 Value Escrow Agreement which provides
for a release of the Pieridae Tier 2 Value Escrowed Securities as set forth above. Pursuant to the TSXV Tier 2 Value Escrow
Agreement, the Pieridae Tier 2 Valued Escrow Securities can only be transferred in accordance with the TSXV policy.

Incentive Plan Awards – Value Vested or Earned during the Year
The following table provides the value vested in relation to awards held by each NEO during the last financial year:

Name

Option-based Awards – Value
vested during the year(1)
($)

Share-based Awards – Value
vested during the year(1)
($)

Non-equity incentive plan
compensation – Value earned
during the year
($)

Alfred Sorensen

-

-

-
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Name

Option-based Awards – Value
vested during the year(1)
($)

Share-based Awards – Value
vested during the year(1)
($)

Non-equity incentive plan
compensation – Value earned
during the year
($)

Mario Racicot

13,147

-

-

Thom Dawson

-

-

-

Martin Béleanger

-

-

-

Thomas Ciz

500,000

65,142

-

Myron A. Tétrault

-

-

-

Notes:
(1)

The estimated fair value of the Pieridae Options granted as of the grant date has been calculated using the Black-Scholes-Merton
model.

Pension Plan Benefits
Defined Benefits Plan
Pieridae does not sponsor a defined benefits pension plan for any of its directors or officers except for Thomas Ciz.
However, Pieridae is not liable under such defined benefits pension plan, and is not obligated under relevant pension
legislation, to fund the amount of any unfunded liability or any solvency deficiency that may arise at any time under
that pension plan.
Termination and Change of Control Benefits
As at December 31, 2017, Pieridae was a party to executive employment agreements (“Contract of Service”) with
each of Messrs. Sorensen, Dawson and Ciz. The Contract of Service provide that such agreements may be
terminated by Pieridae (for reason other than ‘just cause’) by providing the employee with the minimum amount of
prior notice of termination that Pieridae is required to provide to the employee pursuant to the employment standards
legislation applicable in the province in which the employees are employed or a termination amount, in lieu of
notice, in an amount equal to the amount of wages that would have been earned during the notice period computed
in accordance with the employment standards legislation applicable in the province in which the employees are
employed.
The Contract of Service provides that if Pieridae terminates the employment within one hundred (100) days before,
or at any time after, the day that 50% or more of the Pieridae Shares are held by a Person, or by a group of Persons
that are ‘related’ or are ‘affiliated’, the notice period shall be deemed to be equal to the lesser of: a)twenty four
months; and b) the aggregate of six months and one (1) additional month for each calendar year throughout which
the employee was employed by Pieridae or by any of its affiliated corporations or by any predecessor corporation of
Pieridae.
As at December 31, 2017, Pieridae was party to an employment contract with Mr. Racicot, which indemnifies him
to receive as an indemnity in the event of termination of employment without just cause or of his resignation in the
12 months following a change of control (as defined in the employment contract): (a) a minimum of six months'
salary based on the executive's then annual salary, plus one month per year of service completed, up to a maximum
of 12 months, and; (b) one (1.0) times the average of any cash bonuses paid to the executive calculated for the same
period as the above point.
Name

Indemnity in the event of termination of employment after a change of control

Alfred Sorensen

$289,863

Mario Racicot

$170,043

Thom Dawson

$241,552
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Indemnity in the event of termination of employment after a change of control

Name
Martin Bélanger(1)

$18,500

Thomas Ciz

$123,607

Notes:
(1)

In 2017, Mr. Bélanger had a Consulting Service Agreement with Pieridae. This agreement provided that it may be terminated by
either party upon providing thirty (30) days written notice to the other party.

DIRECTOR COMPENSATION
Pieridae has structured director compensation with three goals in mind: (i) to reflect director’s responsibilities, time
commitment and expected contribution; (ii) to align a director’s interests with those of Pieridae’s shareholders; and
(iii) to be competitive with entities that are comparable to Pieridae in scope and complexity.
The table set forth under the heading “Director Compensation Table” shows the 2017 director fee schedule for
services provided to Pieridae. Pieridae's compensation policy stipulates that each director is entitled to receive
annual fees of $10,000 and that each director sitting on a committee is entitled to receive annual fees of $1,500.
The Vice-Chairman of the Pieridae board receives additional annual fees of $12,000, and the chairs of the Audit
Committee and the Compensation and Governance Committee along with the Reserves HSE Committee receive
additional annual fees of $7,500 and $5,500, respectively.
Non-executive directors also receive compensation of $750 for each meeting of the Pieridae board or of a committee
which they attend in person or by phone. An amount of $375 is allocated when an unscheduled meeting of the
Pieridae board must be held.
The directors are reimbursed for all reasonable expenses incurred in the execution of their functions.
For the year ended December 31, 2017, the directors of Pétrolia and Pieridae earned an aggregate total of $127,765
($93,225 for Pétrolia’s directors and $34,540 for Pieridae’s directors) in annual retainer fees and attendance fees.
Policy with respect to Share Ownership
Pursuant to the director compensation policy of Pétrolia, directors had to devote at least $20,000 to purchasing
Pieridae Shares during the first year of their term. In 2018 Pieridae adopted a share ownership policy which requires
each director (and certain senior management employees) to acquire and own shares of Pieridae having an aggregate
market value of 300% of their prevailing annualized cash compensation received or receivable from Pieridae. Each
director has three (3) years from the later of the date of their appointment as a director of Pieridae and October 24,
2017 to satisfy the share ownership requirements of this policy.
Director Compensation Table
The following table sets forth information with respect to all compensation elements paid to the non-executive
directors of Pieridae in 2017.

Fees Earned
($)

Share-based
Awards
($)

Option-based
Awards
($)

Non-Equity
Incentive Plan
Compensation
($)

Pension Value
($)

All Other
Compensation
($)

Total
Compensation
($)

Charles
Boulanger(2)

44,542

-

-

-

-

-

44,542

David
McCallum(3)

18,000

-

-

-

-

-

18,000

Karl

9,750

-

-

-

-

-

9,750

Name
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Fees Earned
($)

Share-based
Awards
($)

Option-based
Awards
($)

Non-Equity
Incentive Plan
Compensation
($)

Pension Value
($)

All Other
Compensation
($)

Total
Compensation
($)

Matthew Rees

n/a

-

-

-

-

-

n/a

Steve Harding

-

-

-

-

-

-

-

12,007

-

-

-

-

-

12,007

Name
McLellan(4)

Andrew
Judson
Notes:
(1)

The estimated fair value of the Pieridae Options granted as of the grant date has been calculated using the Black-ScholesMerton model.
Includes $31,875 received as compensation as a director of Pétrolia.
Fees earned (and total compensation) received as compensation as a director of Pétrolia.
Fees earned (and total compensation) received as compensation as a director of Pétrolia.

(2)
(3)
(4)

Share-based and Option-based Awards
The following table provides information concerning awards to the non-executive directors of Pieridae during 2017.

Name
Charles
Boulanger

Karl
Mcllelan(2)

Andrew Judson
David
McCallum(2)

Matthew Rees

Option-based Awards

Share-based Awards

Securities
underlying
unexercised
Options (#)

Option
Exercise
Price ($)

Market or
payout value
of unpaid
vested Sharebased
Awards ($)

8,333(4)

1.98

4,166(3)

4.08

3,750

5.82

2,500
4,166

8.04
8.04

12,500

4.08

8,333

5.82

6,250

8.04

441,150(3)

Value of
unexercised
in-the-money
Options(1) ($)

Shares that
have not
vested (#)

Market or
payout value
of unvested
Share-based
Awards ($)

November 16,
2021
November 24,
2020
November 25,
2019
May 27, 2019
December 5,
2018

18,666

-

-

-

584

-

-

-

-

-

-

-

-

-

-

-

November 24
,2020
November 24,
2019
December 5,
2018

1,750

-

-

-

-

-

-

-

-

-

-

-

4.08

June 13, 2021

61,761

-

-

-

6,250

1.98

14,000

-

-

-

4,166

4.08

583

-

-

-

2,500

5.82

-

-

-

-

2,083

8.04

November 16,
2021
November 24,
2020
November 25,
2019
December 5,
2018

-

-

-

-

n/a

n/a

n/a

n/a

n/a

n/a

Option
Expiry Date

n/a

Notes:
(1)
(2)

Based on the closing price of Pieridae Shares on the TSXV on December 31, 2017 ($4.22).
In accordance with the Pieridae Option Plan, Pieridae Options held by Mr. Mcllelan and Mr. McCallum expire 12 months after
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(3)

(4)

the date of their resignation as a director, being October 24, 2017, respectively.
These securities are held in escrow pursuant to the TSXV Tier 1 Value Escrow Agreement. See “Escrowed Securities”.
Pursuant to the TSXV Tier 1 Value Escrow Agreement, the Tier 1 Valued Escrow Securities can only be transferred in
accordance with the TSXV escrow policy.
These securities are held in escrow pursuant to the TSXV Tier 2 Value Escrow Agreement. See “Escrowed Securities”.
Pursuant to the TSXV Tier 2 Value Escrow Agreement, the Tier 2 Valued Escrow Securities can only be transferred in
accordance with the TSXV escrow policy.

Incentive Plan Awards – Value Vested or Earned during the Year
The following table provides the value vested in relation to awards held by each non-executive director during
2017.
Option-based Awards:
Value vested during the
year(1) ($)

Share-based Awards:
Value vested during the
year ($)

Non-equity Incentive Plan
Compensation: Value earned
during the year ($)

Charles Boulanger

-

-

-

David McCallum

-

-

-

145,600

-

-

Name

Andrew Judson
Notes:
(1)

The estimated fair value of Pieridae Options granted as of the grant date has been calculated using the Black-Scholes-Merton model.

Liability Insurance for Directors and Executive Officers
Pieridae has liability insurance for its directors and executive officers in respect of liability incurred in their capacity
as a director or executive officer. The insurance policy, effective October 24, 2017, and expiring on November 24,
2018, provides coverage of $10,000,000 in respect of each loss and per policy period. Prior to the close of the
Pétrolia transaction, and with respect to the 2016 – 2017 Policy Period, Former Pieridae paid an annual premium
of $14,500 (July 1, 2016 – July 1, 2017) for D&O insurance and Pétrolia paid an annual premium of $19,500 (July
2, 2016 – July 2, 2017) for D&O insurance. Run-off policies were implemented for both companies, with effect
from October 25, 2017, at the cost of $29,250 and $22,275 for Pétrolia and Former Pieridae, respectively.
EQUITY COMPENSATION PLAN INFORMATION
During 2018 Pieridae revised its director compensation policy and adopted an employee RRSP matching policy
pursuant to which director compensation and employee benefits are payable in part by the issuance of Pieridae
Shares based on the then prevailing share price and the balance in cash in an amount equal to applicable
withholding tax. Except for these policies and the Pieridae Option Plan (as defined below), Pieridae does not have
any compensation plans under which Pieridae Shares are authorized for issue. The following table sets forth
information regarding Pieridae’s equity compensation plan as at December 31, 2017.

Plan Category
Equity compensation plans
approved by security holders
Equity compensation plans not
approved by security holders
Total

Number of Pieridae Shares to
be issued upon exercise of
outstanding Options (a)

Weighted average exercise
price of outstanding Options
(b)

Number of securities
remaining available for
future issuance under equity
compensation plans
(excluding securities reflected
in column (a)) (c)

1,835,385

$4.92

3,212,735

n/a

n/a

n/a

1,835,385

$4.92

3,212,735
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Option Plan
As of the date of the Information Circular, Pieridae Options for the issuance of a total of 2,803,989 Pieridae Shares are
outstanding.
At the annual general and special meeting shareholders of Pieridae on June 27, 2018, Pieridae shareholders approved
an amended stock option plan (the “Pieridae Option Plan”).
The Pieridae Option Plan is a ‘rolling’ stock option plan under which options may be granted for a maximum of 10%
of the issued and outstanding Pieridae Shares at the time of the grant. The number of Pieridae Shares that may be
reserved under the Pieridae Option Plan automatically increases or decreases as the number of issued and outstanding
Pieridae Shares increases or decreases.
Pieridae has adopted the Pieridae Option Plan to provide additional incentives to attract, retain and motivate directors,
officers, employees and consultants.
The Pieridae Option Plan provides that the number of Pieridae Shares issuable under the Pieridae Option Plan may not
exceed 10% of the total number of issued and outstanding Pieridae Shares. In addition, the number of Pieridae Shares
reserved for issuance under the Pieridae Option Plan within a period of 12 months must not exceed the following
percentage of issued and outstanding Pieridae Shares: (i) 5% in the case of any one individual; (ii) 2% for all persons
performing investor relations activities provided that the options granted to such persons must vest in stages over the
12-month period with no more than ¼ of the options vesting in any three-month period; and (iii) 2% in the case of a
“consultant” (as defined in the Pieridae Option Plan).
Pieridae Options granted under the Pieridae Option Plan are non-transferable and vest in accordance with the schedule
established at the time of each grant (generally immediately for grants to directors and in four (4) or five (5) equal
annual tranches commencing as of the date of the grant for all other grants). Pieridae Options are exercisable, subject to
vesting, for a period of up to five (5) years from the date of the grant.
Employees, officers, directors and consultants of Pieridae, employees of any person providing management services to
Pieridae, or any company wholly owned by any of the aforementioned are entitled to participate in the Pieridae Option
Plan while they are engaged with Pieridae. If an option holder under the Pieridae Option Plan dies while engaged with
Pieridae (or with any other corporation which it controls), the right of that option holder (or of that option holder's legal
representative) to participate in the Pieridae Option Plan terminates as of the date of death, but any vested options may
be exercised until the earlier of one year after the date of death of such option holder and the date of expiration of the
option as otherwise applicable. If an option holder under the Pieridae Option Plan ceases to be employed by, or provide
services, to Pieridae (or by or to any other corporation which it controls), except in the case of termination for cause,
any vested options may be exercised until the earlier of three months (or twelve months for options granted on or
before the Arrangement Date) after the date that the option holder ceases to be so employed or ceases to provide such
services, as the case may be, and the date of expiration of the option as otherwise applicable, or for such longer period
as agreed by the Pieridae board and approved by the TSXV at any time prior to expiry of the option. If an option holder
under the Pieridae Option Plan ceases to be employed by or provide services to Pieridae as a result of termination for
cause, all options, whether or not vested, will terminate immediately without any right of exercise unless the Pieridae
board extends the date of such termination to a later date not to exceed beyond the fifth anniversary of the date the
option was granted.
Pieridae Options granted under the Pieridae Option Plan may be exercised only: (i) during the lifetime of the option
holder by such option holder personally and (ii) on the death of the option holder by the option holder’s legatees in
accordance with the terms and conditions of the option holder’s last will or by the option holder’s representative with
respect to the option holder’s estate. No assignment or transfer of options, whether voluntary, involuntary, by operation
of law or otherwise, vests any interest or right in such options whatsoever in any assignee or transferee and
immediately upon any assignment or transfer, or any attempt to make the same, such options will terminate and be of
no further force or effect. However, the Pieridae board retains discretion to waive this requirement, subject to the
approval of the TSXV, and permit the option holder or its legal representative to exercise all or any unvested part of an

E - 54

option if the option would have otherwise vested but for the option holder ceasing to be an “eligible person” (as defined
in the Pieridae Option Plan).
The Pieridae Option Plan is administered by the Pieridae board, which has authority and discretion, subject to the
express provisions of the plan, to interpret the Pieridae Option Plan, to amend the Pieridae Option Plan and to make all
other determinations deemed necessary or advisable for the administration of the Pieridae Option Plan. The Pieridae
board has the right, in its sole discretion, to amend, suspend or terminate the Pieridae Option Plan or any portion
thereof at any time, in accordance with applicable legislation, without obtaining the approval of shareholders; provided
that any amendment to any provision of the Pieridae Option Plan will be subject to any required regulatory approval,
stock exchange rules and the provisions of any applicable law, if any, that may require the approval of shareholders.
Notwithstanding the foregoing, Pieridae will be required to obtain the approval of disinterested shareholders for any
amendment related to: (i) issuance to any one individual within a 12 month period a number of common shares
exceeding 5% of the issued and outstanding common shares, and (ii) reducing the exercise price for outstanding
options granted to an insider of Pieridae.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
No current or former director, executive officer or employee of Pieridae nor any affiliates or associate of such persons
is as of the date of the Information Circular indebted to Pieridae or to any of its subsidiaries, or to any other entity
where the indebtedness is the subject of a guarantee, support agreement, letter of credit or other similar arrangement
or understanding provided by Pieridae.
No person who is or was, at any time during the most recently completed financial year of Pieridae, a director or
executive officer of Pieridae nor any associate of any such person, is or at any time since the beginning of the most
recently completed financial year of Pieridae has been indebted to Pieridae or whose indebtedness to another entity
is or at any time since the beginning of the most recently completed financial year of Pieridae has been the subject
of a guarantee, support agreement, letter of credit or other similar arrangement or understanding provided by
Pieridae under a securities purchase program or any other program.
CORPORATE GOVERNANCE INFORMATION
Board of Directors
The mandate of the Board is to supervise the management of the affairs of Pieridae and to act in the best interests of
Pieridae.
The Board meets at least once per quarter and at each meeting it reviews the activities of Pieridae. The frequency of
the meetings of the Board and the nature of the items on the agenda will vary depending on the activities and
priorities of Pieridae.
Myron A. Tétreault, Matthew Rees, Charles Boulanger, Andrew Jusdon and Kjell Pedersen are considered to be
independent members of the Board. Alfred Sorensen, Pieridae's President and Chief Executive Officer, is not
considered to be an independent member of the Board.
See Schedule G for information with respect to the governance practices of the Board for the year ended December
31, 2017.
Audit Committee
The Audit Committee's general mandate is to examine and recommend to the Board the approval of Pieridae's annual
and quarterly financial statements as well as the management reports and press releases related to these financial
statements, and in particular: (i) to study and assess all aspects of Pieridae 's financial information reporting process,
internal controls, risks, and insurance coverage; (ii) to present relevant recommendations on these subjects to the
Board; and (iii) to supervise the establishment and management of policies and directives regarding financial
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information and internal control, and to ensure that the process of certifying the annual financial statements meets
applicable standards.
In addition, this committee evaluates and supervises the risk-management program and provides pre- approval
reviews of all transactions between related parties; after this evaluation, it provides its recommendations to the
Board.
The Audit Committee ensures that the external auditors remain independent of the management of Pieridae. The Audit
Committee reviews the proposed audit and its execution, evaluates the auditors' performance, and makes
recommendations to the Board. The Audit Committee reviews the auditors' compensation, makes recommendations
in this regard, and pre-authorizes appointments unrelated to auditing, as permitted by law.
When it considers it necessary, the Audit Committee meets jointly and separately with Pieridae management and
with the external auditors to discuss Pieridae's financial affairs.
See Schedule D to this Appendix for a copy of the Audit Committee Charter.
Composition
The Audit Committee is comprised of Andrew Judson, Charles Boulanger and Myron A. Tétreault. All three (3)
members are considered to be independent members and all members have financial expertise, as defined in National
Instrument 52-110 Audit Committees (“NI 52-110”). According to NI 52-110, a person has ‘financial expertise’
when he/she has the ability to read and understand a set of financial statements presenting accounting matters of a
scope and level of complexity that are, on the whole, comparable with those that may reasonably be expected to be
raised by Pieridae 's financial statements.
Under NI 52-110 Pieridae, as a venture issuer, is exempt from the requirement that each of the members of its Audit
Committee be independent. However, in accordance with TSXV Policy 3.1, the majority of the members of Pieridae's
Audit Committee must be directors who are not executive officers or employees of Pieridae or of legal entities of its
group. The Audit Committee must include at least three directors, the majority of whom are not employees,
controlling shareholders, or executive officers of Pieridae.
Relevant Training and Experience
The training and experience of each member of the Audit Committee relevant to his/her responsibilities as members
of the Audit Committee are as follows.
Charles Boulanger graduated from Université Laval with a degree in mechanical engineering (1981) and acquired
senior management training from the International Centre for Research and Studies in Management (CIREM) in
1990. Since 2011, he has been president of Moody Management Inc., a private investment firm. He is also the
President and CEO of LeddarTech inc. Prior to that, he was founder, president and CEO of Groupe Unipex SAS in
2008 after serving as president of the Active Ingredients and Specialty Chemicals Division of Atrium Innovations
(TSX:ATB) from 2004 to 2008. He was also a founder and president of PÔLE Québec Chaudière-Appalaches after
being a partner with Phénix Capital. Mr. Boulanger has over 30 years' experience in senior management positions in
several industrial sectors with companies such as Shell Canada, Irving Oil, GSI Environment and Prolab
Technologies.
Andrew Judson has been a Managing Director of Camcor Partners Inc., a general partner and investment manager for a
series of limited partnerships mandated to invest in the Canadian upstream energy industry since 2013. Previously he
was a Managing Director with energy focused boutique investment dealer FirstEnergy Capital Corp. with offices in
Calgary and London, helping lead the capital markets group. Mr. Judson was responsible for covering some of the
largest institutional investors in Canada, the United States and Europe, and advising on their energy related investments.
Mr. Judson has extensive board governance experience and serves on several boards of directors of Camcor portfolio
companies.
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Myron A. Tétreault has been President since 1999 of Calafate Holdings Ltd., a private investment management and
venture capital company. Mr. Tétreault serves as the Lead Director of PHX Energy Services Corp. a TSX-listed
horizontal and directional drilling company. He is also a cofounder and director of Fitzroy Developments Ltd. (a private
real estate company), Northern Vision Development Corp. (a private real estate company) and of Webber Academy
Foundation (a nonprofit company that operates a private school in Calgary, Alberta). From August 1993 to December
1997, Mr. Tétreault was a corporate and securities lawyer with the law firm Bennett Jones Verchere (now Bennett
Jones, LLP). Mr. Tetreault has over twenty years of experience as a director and officer of numerous companies in the
oil & gas and oilfield services sector. Mr. Tétreault obtained his Juris Doctor degree (with distinction) from the
University of Saskatchewan in 1992 and his Bachelor of Business Administration degree (cum laude) from the
University of Ottawa in 1988. He is a member of the Law Society of Alberta and was a member of the Entrepreneurs'
Organization for 10 years.
External Auditor Service Fees
In addition to taking care of the audit of the financial statements, Pieridae’s auditor has provided other services to
Pieridae and invoiced the following fees over the course of the last two fiscal years.

Fees
(1)

Audit Fees
(2)

Audit-Related Fees
(3)

Fiscal Year ended on December
31, 2017 ($)

Fiscal Year ended on December
31, 2016 ($)

102,237

83,385

29,320

7,600

261,050

Amalgamation – Related Fees
(4)

31,384

11,200

(5)
Translation Fees

16,783

14,201

Total of all Fees:

440,774

116,386

Tax Fees

Notes:
(1)
(2)

(3)

(4)
(5)

Related to the total fees invoiced by Pieridae’s external auditor for the audit services. Audit fees invoiced to Petrolia were $85,450
and $66,660 for fiscal years 2017 and 2016, respectively.
Related to the total fees invoiced by Pieridae’s external auditor for related services that are reasonably related to the performance of
the audit of Pieridae and that are not reported under note (1) above. Audit-related fees invoiced to Petrolia were $6,320 and $7,600
for fiscal years 2017 and 2016, respectively.
Related to the total fees invoiced by Pieridae’s external auditor for services that were related to the amalgamation between Pieridae
and Petrolia and all its required disclosure excluding fees reported under note (1) and (2) above. Amalgamation-related fees invoiced to
Petrolia were $158,050 for fiscal years 2017.
Related to the total fees invoiced by Pieridae’s external auditor for professional services rendered for tax compliance and, tax advice.
Tax fees were invoiced to Petrolia in fiscal year 2017 and 2016.
Related to translation fees invoiced to Petrolia.

Reliance on Certain Exemptions
At no time since the commencement of Pieridae’s financial year ended December 31, 2015 did Pieridae rely on any
of the various exemptions provided for in NI 52-110. However, Pieridae is exempted from the application of Parts 3
and 5 of NI 52-110 as it is a venture issuer as defined in NI 52-110.
Pre-Approval Policies and Procedures
The Audit Committee has adopted specific policies and procedures for the engagement of non-audit services. See
the Audit Committee Charter set forth in Schedule D to this Appendix.
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Governance and Compensation Committee
The Governance and Compensation Committee is comprised of Andrew Judson, Kjell Pedersen and Matthew Rees.
All three (3) members are considered to be independent members. This Committee supervises matters related to the
governance of Pieridae and analyzes the adequacy and form of Pieridae's compensation of its directors and executive
officers.
Reserve and Health, Safety and Environment Committee
The Reserve and HSE Committee is comprised of Matthew Rees, Kjell Pedersen and Charles Boulanger. All three
(3) members are considered to be independent members. This Committee supervises matters in order to assist the
directors of Pieridae in satisfying their responsibilities in respect of the timely compliance by Pieridae with its
disclosure and related obligations under National Instrument 51-101 – Standards of Disclosure for Oil and Gas
Activities and the protection by Pieridae of the health and safety of its employees and of the environment.
RISK FACTORS
Risks Inherent to the Industry
The LNG, oil and gas industry involves a high degree of risk which even a combination of experience, knowledge
and careful evaluation may not be able to overcome. This includes risks normally incident to the natural gas and
LNG industries, including the fact that such industries are competitive, and Pieridae competes with numerous other
participants to attract and retain customers for its LNG production. There is no assurance that Pieridae will be able
to negotiate LNG sales and purchase agreements with new customers on favourable terms, that Uniper Global
Commodities S.E. (“Uniper”) will not terminate the LNG Sale and Purchase Agreement in accordance with its
terms, that potential customers (including Uniper) will be able to satisfy their obligations under such purchase and
sale agreements, of which Pieridae will be substantially dependent upon, and that Pieridae will be able to procure a
sufficient long-term supply of natural gas and long-term pipeline transportation capacity for use in the production of
LNG.
It also includes risks inherent to the oil and natural gas exploration industry, such as the requirement of additional
financing to support its operations. Pieridae will also compete with other companies that have greater financial
resources in the context of business opportunities to participate in promising projects. There are natural risks that
could cause damage to the environment, accidents or other unforeseen conditions that could result in damage to the
properties of Pieridae or to properties owned by third parties which could lead to potential liability toward third
parties. There can be no assurance that the development projects and exploration activities that may be implemented
in the future will result in reserves or that Pieridae will succeed in drilling productive wells at low exploration costs.
Nothing allows planning with certainty the impact that controls and regulations established by the various levels of
government will have on Pieridae’s operations, including with respect to the hydraulic fracturing process. Oil and
natural gas exploration and development activities in Canada may be subject to opposition from ecologist,
environmentalist, aboriginal and even political groups, and some properties may be subject to land claims by First
Nations. Access restrictions may affect Pieridae’s ability to procure drilling and related equipment and may delay
any exploration and development activities.
Additional Financing
Pieridae will require additional financing to support operations. A source of future funds available to Pieridae is the
issuance of additional shares. Pieridae’s operations may also be financed in whole or in part with debt, a partnership
agreement or a sale of an interest in an oil or natural gas property. Debt financing may increase Pieridae’s debt
levels above industry standards. Depending on future development and exploration plans, Pieridae may require
additional equity and/or debt financing that may not be available or available on favourable terms. The level of
Pieridae’s indebtedness that may occur from time to time could impair Pieridae’s ability to obtain additional
financing in the future on a timely basis to take advantage of business opportunities that may arise. Financing by
way of a partnership or sale of an interest may reduce the interest held by Pieridae in the properties in respect of
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which the financing is obtained. There can be no assurance that such financing will be available to Pieridae.
Furthermore, even if such financing is successfully secured, there can be no assurance it will be obtained on terms
favourable to Pieridae or provide Pieridae with sufficient funds to meet its objectives, which may adversely affect
Pieridae’s business and financial position. If financing is obtained by issuing additional equity, control of Pieridae
may be affected.
Flow-through Shares Financing
Before the Pétrolia Amalgamation, Pétrolia was financed in part by the issuance of flow-through shares for which
Pieridae has commitments to fulfil in 2018. Although Pieridae has taken all the necessary measures in this regard,
there is no guarantee that Pieridae will receive authorization and permits from government for completing the
planned work. As a result, there is a risk that it will not incur sufficient exploration expenses to fully meet its
undertaking to the subscribers of flow-through shares.
Competition
The LNG, oil and natural gas industry is extremely competitive. Pieridae competes with other companies that have
ongoing LNG projects. Competition may affect Pieridae’s ability to land customers, obtain sufficient supply or
access to transportation.
Environmental Issues
The LNG, oil and natural gas operations involve natural risks that could cause damage to the environment or other
unforeseen conditions that could result in damage to the properties of Pieridae or to properties owned by third
parties which could lead to potential liability toward third parties. The industry is subject to extensive environmental
local, provincial and federal legislations providing restrictions and prohibitions on the emissions or release of certain
substances produced in various activities within this industry. In addition, the legislation requires that land, wells
and facility sites that are abandoned be reclaimed to the satisfaction of government authorities at the end of the
licence validity period.
Compliance with environmental legislation can require significant expenditures and failure to comply with these
laws and regulations may result in the assessment of fines and penalties, orders to remediate property contamination
and the issuance of injunctions that could limit or prohibit our operations, all of which could have a material impact
on Pieridae. The discharge of oil, natural gas or other pollutants into the air, soil or water may give rise to liabilities
to governments and third parties and may require Pieridae to incur costs to remedy such discharge. It is likely the
trend to stricter environmental legislation will continue. Changes in environmental laws and regulations may be
enacted which could impose higher environmental standards which may increase the cost of Pieridae’s operations
and have a material adverse effect on our business, financial condition, results of operations and cash flows. No
assurance can be given that future environmental laws and regulations will not adversely impact Pieridae’s ability to
develop or operate its properties.
Pieridae believes that it is in material compliance with applicable environmental legislation and is committed to
continued compliance. Pieridae believes that it is reasonably likely a trend towards stricter standards in
environmental legislation will continue and Pieridae anticipates making increased expenditures of both a capital and
an expense nature as a result of increasingly stringent environmental laws, and such legislation may have a material
adverse effect on its business, financial condition, results of operations and cash flows.
See “Industry Conditions – Environmental Regulation” in this Appendix.
Oil and Natural Gas Prices
Pieridae’s operating results and financial position are partly dependent on the prices obtained for its eventual
production. There have been significant fluctuations in LNG, oil and natural gas prices in recent years. These prices
are based on international supply and demand, as well as other factors, such as climate, general economic conditions
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and conditions in other oil and natural gas producing regions, which are beyond Pieridae’s control. Any change in
LNG, oil and natural gas prices could have material adverse effects on Pieridae’s business and financial position.
Development of Reserves
The future success of the exploration work will depend on Pieridae’s ability to discover or acquire oil and natural
gas reserves that are economically recoverable. Pieridae will find or acquire reserves only if it conducts successful
exploration or development activities, concludes joint ventures and/or acquires properties containing proven
reserves. There can be no assurance that the development projects and exploration activities that may be
implemented in the future will result in reserves or that Pieridae will succeed in drilling productive wells at low
exploration costs. If prevailing LNG, oil and natural gas prices were to increase significantly, Pieridae’s exploration
costs to find or acquire reserves would be expected to increase. Drilling oil wells involves a high degree of risk
especially the risk of a dry hole or of a well that is not sufficiently productive to provide a return on the capital
expended to drill the well. Thus the LNG facility supply and Pieridae’s financial situation could be impacted by
these factors. As at December 31, 2017, no oil or natural gas reserves have been assigned to any of the properties in
which Pieridae has an interest.
Insurable Risks
Where possible, Pieridae will purchase liability insurance that will insure against risks and provide coverage in
accordance with industry standards. Pieridae or the other entities in which Pieridae will invest can suffer damages
resulting from incidents such as fires, blowouts, geological formation damage, oil spills as well as personal injury,
against which they may not be insured or they may choose not to be insured in light of high premium costs or other
reasons. In addition, indemnities could exceed the policy limits. The costs of repairing such damages or paying such
indemnities could cause the ongoing operation of Pieridae’s business to become unprofitable and/or impossible.
Conflicts of Interest
Certain directors of Pieridae serve on the boards of other corporations engaged in natural resource exploration and
development operations. Such ties could give rise to conflicts of interest. In making any decisions involving
Pieridae, these directors will satisfy their duties and obligations to deal fairly and in good faith with Pieridae and the
other entities. In addition, these directors will disclose their interest and refrain from voting on any matter that could
give rise to a conflict of interest.
Permits, Licences and Approvals
Pieridae’s business requires permits and licences from government authorities. There can be no assurance that
Pieridae will obtain all the permits and licences required to continue exploration operations. In addition, if Pieridae
commences commercial operation of property, it must obtain and comply with all the necessary permits and
licences. There can be no assurance that Pieridae will be able to obtain or comply with the requirements of such
permits and licences.
Title to Property
While Pieridae has taken reasonable steps to ensure it has good and valid title over its properties, there can be no
assurance that title to such properties will not be disputed or challenged. Third parties may have valid claims with
respect to Pieridae’s properties.
Litigation
Pieridae may be held liable for pollution or for other risks for which it cannot be insured or for risks it may choose
not to insure in light of high premium costs or other reasons. Payments of amounts in respect thereof may result in
the loss of assets of Pieridae.
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Regulatory Impact
The LNG, oil and natural gas industry is subject to controls and regulations established by the various levels of
government with respect to prices, royalties, land tenure, production quotas, imports and exports of LNG, oil,
natural gas and environmental protection.
Pieridae is not able to plan with certainty the impact these control measures and regulations and their amendments
will have on Pieridae’s operations. The industry is subject to environmental regulations pursuant to a variety of
provincial and federal legislation. These legislations provides restrictions and prohibitions on the emission or release
of various substances produced or used in association with certain production activities within the industry and
which affect the costs and location of wells and facilities and the extent to which activities are authorized. In
addition, the legislation requires land, wells and facility sites that are abandoned to be reclaimed to the satisfaction
of provincial authorities. Any breach of such legislation may result in the imposition of fines and penalties,
suspension or revocation of necessary licences, permits and authorizations to operate a business and enforcement of
civil liabilities for pollution damages. In Québec, environmental issues are governed mainly by the Environment
Quality Act (Québec). The act imposes obligations with respect to the environment, disclosure and monitoring.
Furthermore, the law sets forth an impact study and broader public consultation process regarding environmental
assessment and law enforcement issues. In Nova Scotia, environmental issues are governed mainly by the
Environment Department and the Environment Policy Documents, the environmental acts, legislations and
regulations. There are also Agencies, Boards and Commissions regarding the environment which have legal
authority to exercise power over people or an activity and function independent of Government. Their powers may
include licensing, advising a Minister, rule and policy making, and issuing approvals
The royalty program implemented by each province is a significant factor in the profitability of LNG, oil and natural
gas production. Royalties payable on output are determined by government regulation; they are calculated as a
percentage of the gross value of output and, typically, the rate of royalties payable depends in part on the prescribed
benchmark price, well productivity, geographical location, field discovery date and the type or quality of the
resource produced.
See “Industry Conditions” in this Appendix.
Hydraulic Fracturing
The hydraulic fracturing process gives rise to concerns in communities particularly with respect to the drilling fluids
used in the fracturing process and their effects on the aquifer, water use in connection with operations, the capability
to recycle such water and the seismic effects associated with the process. A number of Canadian provincial
governments are currently reviewing aspects of the scientific, regulatory and political framework in which the
hydraulic fracturing operations are carried out. At present, most of these governments are taking part in the
collection, review and assessment of technical information regarding the hydraulic fracturing process. Pursuant to
the new hydrocarbon legislative framework adopted in December 2016 and in force since September 20, 2018,
Québec legislation requires that wells and facility sites be built, operated, maintained, abandoned and restored to the
satisfaction of the applicable regulatory authorities. The new MERN regulations governing how hydraulic fracturing
is carried out under the Petroleum Resources Act . The Ministère du Développement Durable, de l’Environnement et
aux Changements Climatiques is also reviewing its main law, the Loi sur la Qualité de l’Environnement and some of
its related regulations in conjunction with the MERN. In province of Québec, hydraulic fracturing is now prohibited
in the geological formation named Utica shale in the St. Lawrence Lowlands area. Fracturing in any other geological
formation is only permitted at a depth greater than 1,000 meters from the surface.
The government of Nova Scotia has banned hydraulic fracturing since November, 2014. The government of New
Brunswick has also a ban on hydraulic fracturing.
Although Pieridae has no way of predicting the impact of any potential regulations on its business, the
implementation of new laws, regulations, permits or licences regarding the use or disposal of water, or hydraulic
fracturing in general, could increase Pieridae’s compliance costs and the operating and exploration costs of its
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properties, the litigiation risk and environmental liability of Pieridae and, in turn, adversely impact the future
prospects of Pieridae and its financial position.
Political and Social Risk
LNG, oil and natural gas exploration and development activities may be subject to opposition from ecologist,
environmentalist, aboriginal and non-governmental groups . Demonstrations or acts of civil disobedience could have
an impact on Pieridae’s business. There can be no assurance that such activities will not target projects in which
Pieridae holds an interest. Similarly, there can be no assurance as to any attitude or behaviour of a political party or a
political group (whether municipal, provincial or federal) that could have an impact on Pieridae’s business.
Land Claims
Some properties may be subject to land claims by First Nations. There can be no assurance that such land claims
will not be made against properties in which Pieridae holds an interest.
Availability of Drilling Equipment and Access
Oil and natural gas exploration and development activities are dependent on the availability of related equipment,
more specifically in the areas in which such activities are carried out. Demand for such equipment or access
restrictions may affect Pieridae’s ability to procure such equipment and may delay any exploration and development
activities.
Growth Management
Pieridae may be subject to growth risks including limitations and pressure on its internal control systems and
measures. Pieridae’s ability to manage growth effectively will require it to continuously implement and improve its
operating and financial systems and expand, train and manage its core workforce. Pieridae’s inability to support
such growth could have a material adverse impact on its business, operations and prospects.
International Protocols
Canada has signed international protocols and conventions setting forth certain environment requirements that may
adversely affect Pieridae’s business. See “Industry Conditions” in this Appendix.
Share Price Volatility
The price of Pieridae Shares is subject to changes owing to numerous factors beyond Pieridae’s control, including
reports pertaining to new information, changes in Pieridae’s financial position, sales of Pieridae Shares in the
market, Pieridae announcements or LNG, oil and natural gas prices. There can be no assurance that the market price
of Pieridae Shares will be protected from such fluctuations in the future.
Climate Change Regulations
Climate change policy is evolving at regional, national and international levels, and political and economic events
may significantly affect the scope and timing of climate change measures that are ultimately put in place. Current
greenhouse gas (“GHG”) emissions legislation has not resulted in material compliance costs, however, it is not
possible at this time to predict whether proposed legislation or regulations will be adopted, and any such future laws
and regulations could result in additional compliance costs or additional operating restrictions.
Adverse impacts to Pieridae’s business as a result of comprehensive GHG legislation or regulation applied to
Pieridae’s business in Alberta or any jurisdiction in which Pieridae operates, may include, but are not limited to: (i)
increased compliance costs; (ii) permitting delays; (iii) substantial costs to generate or purchase emission credits or

E - 62

allowances adding costs to the products Pieridae produces; and (iv) reduced demand for crude oil and certain refined
products. Emission allowances or offset credits may not be available for acquisition or may not be available on an
economic basis. Required emission reductions may not be technically or economically feasible to implement, in
whole or in part, and failure to meet such emission reduction requirements or other compliance mechanisms may
have a material adverse effect on Pieridae’s business resulting in, among other things, fines, permitting delays,
penalties and the suspensions of operations.
Pieridae’s analysis suggests that it will remain financially resilient over the long-term under a range of climate
policy scenarios. However, beyond existing legal requirements, the extent and magnitude of any adverse impacts of
any additional programs or additional regulations cannot be reliably or accurately estimated at this time because
specific legislative and regulatory requirements have not been finalized and uncertainty exists with respect to the
additional measures being considered and the time frames for compliance. See “Industry Conditions – Climate
Change Regulation” in this Appendix. Consequently, no assurances can be given that the effect of future climate
change regulations will not be significant to Pieridae.
Possible Failure to Realize Anticipated Benefits of the Arrangement
Pieridae and Ikkuma are proposing to complete the Arrangement to advance Pieridae’s strategic position in North
America as a fully integrated LNG enterprise. Achieving the benefits of the Arrangement depends in part on
successfully consolidating functions and integrating operations and procedures in a timely and efficient manner, as
well as Pieridae's ability to realize the anticipated growth and development opportunities and synergies from
combining Ikkuma's business and operations with that of Pieridae. The integration of acquired businesses requires
the dedication of substantial management effort, time and resources which may divert management's focus and
resources from other strategic opportunities and operational matters. It may be that Pieridae is not successful in
realizing the anticipated benefits of the Arrangement in whole or in part, and no assurance can be given that all (or
any) of the anticipated benefits of the Arrangement will be realized.
Additional Funding Requirements
It is a condition to completion of the Arrangement that Pieridae procure additional funding to repay certain amounts
owing by Ikkuma (not to exceed an aggregate of $66 million). Pieridae is seeking to obtain such financing on or
before the Effective Date. There are no assurances that such financing may be available or available on favourable
terms. Debt financing may increase Pieridae’s debt levels above industry standards. If financing is obtained by
issuing additional equity, existing Pieridae shareholders may experience dilution and control of Pieridae may be
affected.
Issuances of Pieridae Shares and Pieridae Share Price
Pieridae has assumed that approximately 21,583,040 Pieridae Shares will be issued pursuant to the Arrangement to
acquire all of the issued and outstanding common shares of Ikkuma. In addition, Pieridae may issue equity to
procure the financing required to complete the Arrangement. Future sales, or the ability for sale, of Pieridae Shares
in the public market could adversely affect the prevailing market price for Pieridae Shares.
LEGAL PROCEEDINGS
Except as disclosed below, Pieridae was not a party to any material legal proceeding, and its assets were not the
subject of material legal proceedings, during the year ended December 31, 2017. Pieridae is not aware that any such
legal proceeding is threatened.
In March 2013, the Centre québecois du droit à l’environnement brought a motion in the Superior Court of Quebec
against Pétrolia for a declaratory judgment regarding drilling activities carried out on Anticosti Island and planned
fracturing activities, alleging that such activities required the issuance of a certificate of authorization pursuant to the
provisions of the Environment Quality 145 Act (Québec). Based on a draft ministerial order providing a regulatory
framework for stratigraphic surveys on Anticosti Island issued by the MERN in June 2014 (and subsequently
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finalized in July 2014), the parties reached a settlement pertaining to stratigraphic surveys on Anticosti Island which
was approved by the Quebec Superior Court on June 26, 2014. This motion remains outstanding in all other regards
at the date hereof.
REGULATORY ACTIONS
As of the date of the Information Circular there are no: (i) no penalties or sanctions imposed against Pieridae or by a
court relating to securities legislation or by a securities regulatory authority; (ii) no other penalties or sanctions
imposed by a court or regulatory body against Pieridae that would likely be considered important to a reasonable
investor in making an investment decision; and (iii) no settlement agreements Pieridae entered into before a court
relating to a securities legislation or with a securities regulatory authority.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
Except as disclosed above under the heading “Principal Securityholders” in this Appendix, there is no material
interest, direct or indirect, of any director, executive officer, shareholder who beneficially owns, directly or
indirectly, more than 10 percent of Pieridae’s outstanding common shares, or of any associates or affiliates of such
persons, in any transaction within the three most recently completed fiscal years or during the current fiscal year
which has materially affected or will materially affect Pieridae.
AUDITORS, REGISTRAR AND TRANSFER AGENT
The auditors of Pieridae are Ernst & Young LLP, Chartered Accountants, Suite 2200, 215 2nd Street SW, Calgary,
Alberta T2P 1M4.
Computershare Trust Company of Canada, at its principal offices in Calgary, Alberta and Toronto, Ontario is the
transfer agent and registrar of the Pieridae Shares.
MATERIAL CONTRACTS
As of the date hereof, no material contracts entered into by Pieridae other than in the normal course of its activities
are in effect except the Arrangement Agreement and the LNG Sale and Purchase Agreement dated May 31, 2013
between Uniper and Goldboro Canada LP, as amended on February 3, 2016, June 2, 2017 and November 1, 2018
(the “LNG Purchase and Sale Agreement”).
The LNG Purchase and Sale Agreement is subject to early termination rights of Buyer and Seller and certain basic
term extension rights of Buyer, the basic term of the LNG Purchase and Sale Agreement commences on May 31,
2013 and terminates on the twentieth anniversary of the Start of Commercial Deliveries. The LNG Purchase and
Sale Agreement contemplates that commencing on the Start of Commercial Deliveries and throughout the balance of
the term thereof, Seller (as defined in the LNG Purchase and Sale Agreement) will sell to Buyer (as defined in the
LNG Purchase and Sale Agreement), and Buyer will purchase from the Seller, LNG having an energy content of
245,000,000 MMBtu per annum, subject to adjustment in accordance with Clause 5.2 thereof (the “Adjusted
Annual Contract Quantity”). Under the LNG Purchase and Sale Agreement Buyer is obliged to take and pay, or
compensate Seller if not taken, for the applicable Adjusted Annual Contract Quantity, subject to adjustment in
accordance with Clause 5.3(a) thereof. Buyer shall pay to Seller a price for each LNG cargo equal to the amount by
which the product obtained when the energy content of the LNG cargo, expressed in MMBtu, is multiplied by a
reference price, expressed in MMBtu. A redacted copy of the agreement is available on SEDAR at www.sedar.com.
INTEREST OF EXPERTS
Ernst & Young LLP (“EY”) are the external auditors who have prepared the independent auditors’ report to
shareholders of Pieridae regarding the financial statements of Pieridae for the year ended December 31, 2014. EY
has confirmed to Pieridae that they are independent from Pieridae within the meaning of the relevant rules and

E - 64

related interpretations prescribed by the relevant professional bodies in Canada and any applicable legislation or
regulations.
Sproule Associates Limited is the petroleum consulting firm who audited the technical report on the properties of
Pieridae as at December 31, 2017. At the time of preparation of such report, Sproule Associates Limited did not own
any Pieridae Shares.
Certain legal matters relating to the Arrangement are to be passed upon by Norton Rose Fulbright Canada LLP on
behalf of Pieridae. Based on security holdings as of the date of the Information Circular, the partners and associates
of Norton Rose Fulbright Canada LLP beneficially own, directly or indirectly, less than one percent of the issued
and outstanding Pieridae Shares.
ADDITIONAL INFORMATION
Additional information relating to Pieridae is available on the SEDAR website at www.sedar.com. Financial
information concerning Pieridae is provided in its financial statements for the year ended December 31, 2017 and
three and six months ended June 30, 2018 and the accompanying management's discussion and analysis,
respectively, which can be accessed on SEDAR at www.sedar.com.

E - 65

SCHEDULE A
ANNUAL FINANCIAL STATEMENTS OF PIERIDAE AND PÉTROLIA
Index of Financial Statements
–

Audited consolidated financial statements of Pieridae for the year ended December 31, 2017 with
comparative figures for the year ended December 31, 2016, together with the notes thereto and the report of
the auditors thereon.

–

Audited consolidated financial statements of Former Pieridae for the year ended December 31, 2016 with
comparative figures for the year ended December 31, 2015, together with the notes thereto and the report of
the auditors thereon.

–

Audited consolidated financial statements of Former Pieridae for the year ended December 31, 2015 with
comparative figures for the year ended December 31, 2014, together with the notes thereto and the report of
the auditors thereon.

–

Audited consolidated financial statements of Pétrolia for the year ended December 31, 2016 with
comparative figures for the year ended December 31, 2015, together with the notes thereto and the report of
the auditors thereon.

–

Audited consolidated financial statements of Pétrolia for the year ended December 31, 2015 with
comparative figures for the year ended December 31, 2014, together with the notes thereto and the report of
the auditors thereon.
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CONSOLIDATED FINANCIAL
STATEMENTS
DECEMBER 31, 2017

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Pieridae Energy Limited:

We have audited the accompanying consolidated financial statements of Pieridae Energy Limited, which
comprise the consolidated statements of financial position as at December 31, 2017 and 2016, and the
consolidated statements of loss and comprehensive income, changes in equity and cash flows for the years
then ended, and a summary of significant accounting policies and other explanatory information.
Management's responsibility for the consolidated financial statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.
Auditors’ responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditors consider internal control relevant to the
entity's preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide
a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Pieridae Energy Limited as at December 31, 2017 and 2016 and its financial performance and
its cash flows for the years then ended, in accordance with International Financial Reporting Standards.

Calgary, Canada
March 15, 2018

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
[Expressed in thousands Canadian dollars]

As at
As at December
December 31, 2017
31, 2016
$

ASSETS
Current
Cash and cash equivalents [note 6]
Cash and cash equivalents held for exploration purposes [note 6]
Restricted cash [note 6]
Receivables [note 7]
Prepaid expenses
Conversion right [note 17]
Total current assets

$

19 619
1 619
—
1 092
122
—
22 452

197
—
68
114
5
2 429
2 813

630
600
3 734
3 802
42 827
51 593
74 045

—
—
3 854
3 361
—
7 215
10 028

LIABILITIES AND EQUITY
Current
Trade and other payables [note 11]
Current portion of deferred lease inducements
Current portion of bank borrowings [note 12]
Partner advances for planned exploration work [note 13]
Provision for contingent liability [note 29]
Current portion of the provision for site restoration [note 15]
Liability related to flow-through shares [note 14]
Promissory notes [note 16]
Convertible loan [note 17]
Deferred accounts payable [note 18]
Total current liabilities

2 210
19
7
679
583
610
104
25
—
7 836
12 073

15 447
—
3 200
—
—
—
—
2 129
6 297
—
27 073

Non-current
Partners’ share in security deposits [note 15]
Deferred lease inducements
Bank borrowings [note 12]
Provision for site restoration [note 15]
Total non-current liabilities
Total liabilities

294
179
7
2 130
2 610
14 683

—
—
—
—
—
27 073

128 804
6 715
(77 633)
1 583
59 469
(107)
59 362
74 045

44 668
5 896
(68 808)
1 287
(16 957)
(88)
(17 045)
10 028

Non-current
Restricted cash equivalents [note 6]
Security deposits [note 15]
Interests in associates [note 8]
Property, plant and equipment [note 9]
Exploration and evaluation assets [note 10]
Total non-current assets

Equity
Share capital [note 20]
Contributed surplus
Retained earnings (deficit)
Accumulated other comprenhensive income
Equity (deficiency) attributable to equity holders of the Company
Non-controlling interests [note 21]
Total shareholders' equity (deficiency)

Contingencies [note 29]
See accompanying notes
On behalf of the Board of Directors,

(signed) Myron Tétreault

2

CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
[Expressed in thousands Canadian dollars]
For the years ended December 31

Revenues
Project management

Expenses
Administrative expenses
Operating expenses
Financial income and expenses
Share of net loss of associates [note 8]

Loss before taxes
Current income tax expense (recovery)
Deferred income tax expense (recovery)

2017

2016

$

$

90
90

—
—

1 063
5 019
3 175
120
9 377

1 350
12 860
(247)
125
14 088

(9 287)

(14 088)

—
(363)
(363)

—
—
—

Net loss for the year
Other comprehensive income to be reclassified to profit or loss
in subsequent years:
Exchange differences on translation of foreign operations
Net comprehensive loss for the year

(8 924)

(14 088)

(296)
(8 628)

(162)
(13 926)

Attributable to
Entity holders of the Company
Non-controlling interets [note 21]

(8 825)
(99)

(14 002)
(86)

Basic and diluted net loss [note 24]

(0.237)

(0.900)

See accompanying notes
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$

#

51 251
(1 395)
—
490
—
—
128 804

24 166
300 000
2 052 130
—
499 120
18 474 574
(18 474 574)
40 750 343
9 043 726
—
—
687 128
—
—
50 481 197

Share-based compensation [note 20]
Share issued on stock option exercise
Share issuance [note 20]
Issuance costs [note 20]
Conversion of Convertible loan
Balance as at October 24, 2017
Shares exchanged on reverse takeover
Existing shares of Pieridae Energy prior to reverse takeover
Shares issued to shareholders of Petrolia Inc. on reverse
takeover [note 5]
Issuance costs
Share-based compensation [note 20]
Share issued on stock option exercise
Non-controlling interests
Net loss and comprehensive loss
Balance as at December 31, 2017

See accompanying notes

218
2 724
25 652
(1 043)
6 239
78 458
(78 458)
78 458

20 000
55 556
—
—
—
—
15 599 158

Share issuances [note 20]
Conversion of warrants [note 20]
Share-based compensation [note 20]
Convertible loan extension [note 17]
Non-controlling interest [note 21]
Net comprehensive loss
Balance as at December 31, 2016
250
500
—
—
—
—
44 668

15 523 602

Balance as at January 1, 2016

43 918

Share capital

Common shares
$

—

—
—
—
—
—

—
—
—
—
—
—
—
—

500
(500)
—
—
—
—
—

—

Warrants
$

—
—
56
(154)
—
—
6 715

6 813
—
—

3 341
(2 424)
—
—

—
—
2 154
1 346
—
—
5 896

2 396

Contributed
surplus

[Expressed in thousands Canadian dollars]

—
—
—
—
—
(8 825)
(77 633)

—
—
—
—
—
(68 808)
—
—

—
—
—
—
—
(14 002)
(68 808)

(54 806)

$

Deficit
$

—
—
—
—
—
296
1 583

—
—
—
—
—
1 287
—
—

—
—
—
—
—
162
1 287

1 125

Foreign
currency
translation
reserve

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(7 367)

51 251
(1 395)
56
336
—
(8 529)
59 469

3 559
300
25 652
(1 043)
6 239
17 750
(78 458)
78 458

750
—
2 154
1 346
—
(13 840)
(16 957)

$

Total
equity

$

—
—
—
—
80
(99)
(107)

—
—
—
—
—
(88)
—
—

—
—
—
—
51
(86)
(88)

(53)

Non-Controlling
interests

(7 420)

4

51 251
(1 395)
56
336
80
(8 628)
59 362

3 559
300
25 652
(1 043)
6 239
17 662
(78 458)
78 458

750
—
2 154
1 346
51
(13 926)
(17 045)

$

Total
equity

CONSOLIDATED STATEMENTS OF CASH FLOWS
[Expressed in thousands Canadian dollars]

For the years ended December 31,

OPERATING ACTIVITIES
Net loss
Items not affecting cash:
Depreciation of property, plant and equipment
Deferred tax recovery
Share-based compensation
Amortization of deferred lease inducements
Accretion of convertible loan [note 17]
Share of net loss of associates [note 8]
Flow-through shares penalties [note 29]
Loss (gain) on conversion right [note 17]
Foreign exchange gain

Net change in non-cash operating items
Receivables
Prepaid expenses
Trade and other payables
Cash flows related to operating activities

2017

2016

$

$

(8 924)

(14 088)

5
(363)
3 615
(2)
398
120
(117)
2 257
(157)
(3 168)

7
—
2 154
—
552
125
—
(659)
(1 123)
(13 032)

(154)
(28)
(6 889)
(7 071)
(10 239)

759
(5)
3 961
4 715
(8 317)

INVESTING ACTIVITIES
Additions to property, plant and equipment
Acquisitions of oil and gas properties, net of recovered amounts
Increase in exploration and evaluation costs, net of recovered
amounts
Reverse takeover, net cash received [ note 5]
Cash flows related to investing activities

(9)
(2)

—
—

(181)
12 610
12 418

—
—
—

FINANCING ACTIVITIES
Issuance of share capital, net of costs [note 20]
Issuance of warrant [note 20]
Increase in restricted cash and cash equivalent [note 6]
Repayment of bank borrowings [note 12]
Issuance of promissory note [note 16]
Repayment of promissory note [note 16]
Cash flows related to financing activities

23 930
—
68
(3 201)
125
(2 153)
18 769

250
500
39
—
2 215
—
3 004

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Net foreign exchange difference
Cash and cash equivalents, end of period [note 30]

20 948
197
93
21 238

(5 313)
4 499
1 011
197

See accompanying notes
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31, 2017 and 2016

1. INCORPORATION, NATURE OF OPERATIONS AND APPROVAL
Incorporation and nature of business
Pieridae Energy Limited [the ³Company´ RU³3LHULGDH´], was incorporated on May 29, 2012 under
the laws of Canada to LQYHVWLQWKHGHYHORSPHQWRIDIXOO\LQWHJUDWHGOLTXHILHGQDWXUDOJDV>³/1*´@
project to be built in Goldboro, Nova Scotia. The Company is headquartered at 1600-333 7th Avenue
SW, Calgary, Alberta, T2P 2Z1.

Approval date
These consolidated financial statements were approved by the Board of Directors and authorized for
issue on March 15, 2018.

2. SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies used in preparing these consolidated financial statements are
summarized below:

2.1 Basis of preparation
The consolidated financial statements of the Company have been prepared in accordance with
International Financial Reporting Standards ³,)56´  DV LVVXHG E\ WKH ,QWHUQDWLRQDO Accounting
Standards Board ³,$6%´ DQGVHWRXWLQWKH CPA Canada Handbook.
The consolidated financial statements have been prepared on a historical cost basis, except for cash
and cash equivalents that have been measured at fair value. The Company has elected to present its
consolidated statement of income (loss) by function.

2.2 Functional and presentation currency
Items included in the financial statements are measured using the currency of the primary economic
environment in which the Company operates [the ³IXQFWLRQDOFXUUHQF\´@7KHIXQFWLRQDOFXUUHQF\
and presentation currency of the Company is the Canadian dollar.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31, 2017 and 2016

2.3 Principles of consolidation
These consolidated financial statements include the accounts of the Company and the subsidiaries
that it controls. The Company controls an entity when it has the power to direct the relevant activities
and the ability to use its power to affect the amount of its returns. Subsidiaries are fully consolidated
from the date the Company acquires control and are deconsolidated on the date control ends.
Intercompany transactions and balances and unrealized gains and losses on transactions between
these entities are eliminated. When there is a party with a non-controlling interest in a subsidiary
that the Company controls, that non-FRQWUROOLQJLQWHUHVWLVUHIOHFWHGDV³QRQ-FRQWUROOLQJLQWHUHVW´
These consolidated financial statements include the financial statements of the Company and the
following subsidiaries as at December 31, 2017:

Subsidiary

Location

Pieridae Energy (Canada) Ltd.
Goldboro LNG Limited Partnership
9290834 Canada Ltd
Pieridae Energy (USA) Ltd.
Atlantic Offshore Production Ltd.
Pieridae Offshore Development Limited Partnership
Pieridae Production GP Ltd.
Pieridae Production Limited Partnership
Pétrolia Anticosti Inc.

Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada

Interest
(as a %)
99
99
99
100
100
100
50
20
100

2.4 Revenue recognition
Purchases and sales of investments are recognized on the transaction date. Interest income is earned
with the passage of time and is recorded on an accrual basis. Revenue from project management is
recognized as projects are realized. Other income is recognized when the services are provided.

2.5 Financial instruments
The Company categorizes its financial instruments by class based on their nature and characteristics.
Management determines the classification on initial recognition, which is normally the date of the
transaction.
All revenues and expenses associated with financial instruments are presented in financial income
and expenses.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31, 2017 and 2016

[a] Financial assets at fair value through profit or loss
Financial assets are classified at fair value through profit or loss when acquired principally for the
purpose of selling in the near term, such as held-for-trading financial assets, or if so designated by
management. The instruments in this category comprise cash, cash equivalents, restricted cash
equivalents and conversion right.
Financial instruments included in this category are initially and subsequently measured at fair value.
Directly attributable transaction costs and changes in fair value are recognized in the consolidated
statements of income (loss). Instruments in this category are presented in current assets.

[b] Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market.
The instruments in this category include accounts receivable excluding commodity taxes and tax
credits receivable
Financial instruments included in this category are initially recognized at fair value and subsequently
measured at amortized cost using the effective interest method.
At the end of each reporting period, the Company determines whether there is objective evidence of
an impairment loss on a financial asset as a result of one or more events that occurred after the initial
UHFRJQLWLRQRIWKHILQDQFLDODVVHWDIIHFWLQJWKHDVVHW¶VHVWLPDWHGIXWXUHFDVKIORZV,PSDLUPHQWORVVHV
are recognized under financial expenses in the consolidated statements of income (loss) and
comprehensive income (loss).

[c] Other financial liabilities
Financial instruments in this category are initially measured at fair value, net of transaction costs.
Other finanical liabilities are subsequently measured at amortized cost. Any difference between the
initial carrying amount of other financial liabilities and their redemption value is recognized through
net income (loss) over the contractual term using the effective interest method. They are presented
in current liabilities when they are payable within 12 months of the end of the period; otherwise,
they are classified as non-current liabilities. Financing costs are amortized over the term of the
financing using the effective interest method. This category includes trade and other payables,
SDUWQHUV¶VKDUHLQVHFXULW\GHSRVLWV, bank borrowings, promissory notes, Goldboro land mortgage
and convertible loan.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31, 2017 and 2016

2.6 Basic and diluted net earnings (loss) per share
Basic net earnings (loss) per share is calculated by dividing net income (loss) attributable to
common shareholders of the Company by the weighted average number of common shares
outstanding during the year. Diluted net earnings (loss) per share is determined by adjusting the net
income (loss) attributable to common shareholders of the Company and the weighted average
number of common shares outstanding for the effects of all dilutive potential common shares.
Dilutive potential common shares are to be deemed to have been converted into common shares at
the beginning of the period or, if later, the date of the issue of the potential common shares.
For the purpose of calculating diluted net earnings (loss) per share, the exercise of dilutive options
and warrants of the entity is to be assumed.

2.7 Cash and cash equivalents
7KH &RPSDQ\¶V FDVK DQG FDVK HTXLYDOHQWV FRQVLVW RI FDVK DQG VKRUW-term investments with
maturities of three months or less from the date of acquisition or highly liquid investments that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value.

2.8 Restricted cash
Restricted cash comprises of cash held at a bank that is restricted in use to pay the associated interest
on the CompaQ\¶VGHEWUHIHUHQFHGLQnote 6

2.9 Inventories
Inventories consisting of drilling and fracturing equipment and drilling products are measured at the
lower of cost, determined using the average cost method, and net realizable value, which represents
replacement cost.
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2.10 Property, plant and equipment
Property, plant and equipment are recorded at historical cost less any accumulated depreciation and
accumulated impairment losses. Historical cost includes all costs directly attributable to the
acquisition. Recognition of costs in the carrying amount of an item of property, plant and equipment
ceases when the item is in the location and condition necessary for it to be capable of operating in
the manner intended by management. Property, plant and equipment are depreciated over their
expected useful lives using the following methods and period or annual rates:
Method
Rate and period
Leasehold improvements
IT, office and field equipment
Automotive equipment
Reserves
Field offices

Straight-line
Declining balance
and straight line
Declining balance
Declining balance
Declining balance

Lease term
20%, 30%
and 5 year
30%
20%
20%

Estimates of residual values, useful lives and depreciation methods are reviewed at each fiscal
year-end, taking into account the nature of the assets, intended use and technology developments.
Each part of an item of property, plant and equipment with a cost that is significant in relation to the
total cost of the item is depreciated separately.
Depreciation expense for each period is recognized in income (loss), except for certain items of
property, plant and equipment related to exploration activities whose depreciation expense is
included in the carrying amount of an exploration asset when such items are used in specific
exploration projects. Depreciation of an asset ceases when the asset is classified as held for sale or
when the asset is derecognized. Therefore, depreciation does not cease when the asset becomes idle
or is retired from active use unless the asset is fully depreciated.
Property, plant and equipment are derecognized upon disposal or when no future economic benefits
are expected from their use or disposal.
The gain or loss arising from the disposal of an item of property, plant and equipment is the
difference between the disposal proceeds and the net carrying amount of the asset and is recognized
in net income (loss) and presented separately in administrative expenses, unless the depreciation of
an item of property, plant and equipment was capitalized in exploration and evaluation asset
expenses, in which case the gain or loss is recognized as an increase or a decrease in the exploration
and evaluation asset.
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2.11 Exploration and evaluation assets
Exploration and evaluation assets include costs of acquiring oil and gas rights and the expenses
related to the exploration and evaluation of oil and gas properties. These assets are recognized as
intangible assets and carried at cost less any impairment losses, government assistance and partner
contributions.
Costs incurred before the legal rights are acquired to undertake exploration and evaluation activities
are recognized through net income (loss) when they are incurred. All costs of acquiring oil and gas
rights and the expenses related to exploration and evaluation activities are capitalized on the basis
of each property and project pending determination of the technical feasibility and commercial
viability of extracting an oil or gas resource. No amortization is recognized during the exploration
and evaluation phase. In particular, capitalized costs include topographical, geological, geochemical
and geophysical studies, exploration drilling, trenching, sampling, activities related to the evaluation
of the technical feasibility and the commercial viability of extracting an oil resource, and
share-based payments related to exploration and evaluation assets.
Whenever a project is considered no longer viable or is abandoned, the capitalized amount is written
down to its recoverable amount and the difference is then immediately recognized in net
income (loss).
When the technical feasibility and commercial viability of extracting a resource are demonstrable,
the exploration and evaluation assets related to the oil property are transferred to Oil and gas assets
under construction. Before the transfer, exploration and evaluation assets are tested for impairment,
and any impairment loss is recognized through net income (loss) before reclassification.
Once exploration and evaluation assets are transferred to Oil and gas assets under construction, all
subsequent costs related to construction, installation and completion of equipment and facilities are
capitalized in Oil and gas assets under construction. Once the development phase is complete, all
assets included in Oil and gas assets under construction are transferred to Oil and gas assets and
depreciated over their useful lives. To date, the Company has not demonstrated any commercial
viability of extracting oil and gas resources from its oil and gas properties.

2.12 Joint arrangements
A joint arrangement is defined as an arrangement in which two or more parties have joint control.
Joint control is the contractually agreed sharing of control of an arrangement, which exists only
when decisions about the relevant activities require unanimous consent of the parties sharing control.
A joint operation is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the assets and obligations for the liabilities relating to the arrangement.
The Company has entered into joint arrangements for the Bourque, Haldimand and Tar Point
No. 1 projects and the Matapédia property as described in note 9. The Company is designated as
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operator under operating contracts entered into with its partners. Accordingly, the Company incurs
exploration expenses relating to each project or property and recognizes them on a gross basis in the
consolidated financial statements. The exploration expenses are re-invoiced by the Company to its
partners based on their respective ownership percentages in the exploration licences and partnership
agreements, and partner contributions are recorded as a reduction of exploration expenses.
The amounts received from partners for the Bourque project before the work is carried out are
reported under Partner advances for planned exploration work in the consolidated statement of
financial position and partner contributions are recorded as a reduction of exploration expenses for
the Bourque project when exploration expenses are incurred.
When interests are disposed of, the cash considerations received from the acquirer are credited
against the carrying amount of the expenses previously capitalized, and any surplus is recognized
as a gain on the disposal of exploration and evaluation assets in net income (loss).

2.13 Government assistance
Resource-related tax credits and subsidies for exploration expenses are recorded as a reduction of
exploration expenses.
In the event of any differences between the amounts of government assistance claimed by the
Company and the amounts granted by the tax authorities, the resulting gain or loss is recognized in
the fiscal year in which the differences are determined.

2.14. Interest in associates
An associate is an entity over which the Company has significant influence. Significant influence is
the power to participate in the financial and operating policy decisions of the investee, but is not
control or joint control over those policies. The considerations made in determining significant
influence are similar to those necessary to determine control over subsidiaries.
7KH&RPSDQ\¶VLQYHVWPHQWVLQLWVDVVRFLDWHVDUHDFFRXQWHGIRUXVLQJWKHHTXLW\PHWKRG8QGHUWKH
equity method, the investment in an associate is initially recognized at cost. The carrying amount of
WKHLQYHVWPHQWLVDGMXVWHGWRUHFRJQL]HFKDQJHVLQWKH&RPSDQ\¶VVKDUHRIQHWDVVHWVRIWKHDVVRFLDWH
since the acquisition date. Goodwill relating to the associate is included in the carrying amount of
the investment and is neither amortized nor individually tested for impairment.
7KHFRQVROLGDWHGVWDWHPHQWVRIFRPSUHKHQVLYHORVVUHIOHFWVWKH&RPSDQ\¶VVKDUHRIWKHUHVXOWVRI
operations of the associate. Unrealized gains and losses resulting from transactions between the
Company and the associate are eliminated to the extent of the interest in the associate. The aggregate
RIWKH&RPSDQ\¶VVKDUHRISURILWRUORVVRIDQDVVRFLDWHLVSUHVHQWHGLQWKHFRQVROLGDWHGVWDWHPHQWV
of comprehensive loss and represents profit or loss after tax and non-controlling interests in the
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subsidiaries of the associate. The financial statements of the associate are prepared for the same
reporting period as the Company.
After application of the equity method, the Company determines whether it is necessary to recognize
an impairment loss on its investment in its associate. At each reporting date, the Company
determines whether there is objective evidence that the investment in the associate is impaired. If
there is such evidence, the Company calculates the amount of impairment as the difference between
the recoverable amount of the associate and its carrying value, then recognizes the loss in the
consolidated statements of comprehensive loss. Upon loss of significant influence over the associate,
the Company measures and recognizes any retained investment at its fair value. Any difference
between the carrying amount of the associate upon loss of significant influence and the fair value of
the retained investment and proceeds from disposal is recognized in profit or loss.

2.15 Impairment of non-financial assets
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows [cash-generating units]. Consequently, some assets, including the
interests in associates, are tested for impairment individually while exploration and evaluation assets
and property, plant and equipment are tested at the cash-generating unit level. Management assesses
the impairment indicators of exploration and evaluation assets for each property or project that
constitutes a cash-generating unit. All individual assets or cash-generating units are tested for
impairment whenever events or changes in circumstances indicate that their carrying amounts may
not be recoverable. In addition, if the technical feasibility and commercial viability of extracting an
oil or natural gas resource is demonstrable, the exploration and evaluation assets related to the
corresponding oil and gas property must be tested for impairment before being transferred to Oil
and gas assets.
The interests in associates is impaired and impairment losses are incurred if, and only if, there is
objective evidence of impairment as a result of one or more events that occurred after the initial
recognition of the asset and that loss event has an impact on the estimated future cash flows from
the interest that can be reliably estimated. Losses expected as a result of future events, no matter
how likely, are not recognized. Objective evidence that the interests in associates are impaired
includes observable data that comes to the attention of the Company about the following loss events:
(a)

It becoming probable that the associates will enter bankruptcy or other financial
reorganization;
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(b) Observable data indicating that there is a measurable decrease in the estimated future cash
flows from associates since the initial recognition of those interests, including national or local
economic conditions that correlate with defaults on the assets of the associate such as declining
crude oil or natural gas prices or adverse changes in industry conditions affecting the
associates;
(c)

$VVRFLDWHV¶VLJQLILFDQWILQDQFLDOGLIILFXOWLHV

(d) A contractual breach by associates.
In addition to the types of events in the paragraph above, objective evidence of impairment for the
interests in the associates includes information about significant changes with an adverse effect that
have taken place in the technological, market, economic or legal environment in which the associates
operate, and indicates that the cost of the investment in the equity instrument may not be recovered.
A significant or prolonged decline in the fair value of an investment in an equity instrument below
its cost is also objective evidence of impairment.
Regarding the exploration and evaluation assets, management determines for each asset whether the
facts and circumstances could indicate an impairment loss. Such facts and circumstances include,
but are not limited to, the following:
(a) The period for which the Company has the right to explore in the specific area has expired
during the period or will expire in the near future, and is not expected to be renewed;
(b) Substantive expenditures on further exploration for and evaluation of oil and gas resources in
the specific area are neither budgeted nor planned;
(c) Exploration for and evaluation of oil and gas resources in the specific area have not led to the
discovery of commercially viable quantities of oil and gas resources, and the Company has
decided to discontinue such activities in the specific area;
(d) Sufficient data exist to indicate that, although a development in the specific area is likely to
proceed, the carrying amount of the exploration and evaluation asset is unlikely to be recovered
in full from successful development or by sale.
An impairment loss is recognized for the amount by which the carrying amount of an asset or cashgenerating unit exceeds its recoverable amount. The recoverable amount of an asset or a cashgenerating unit is the higher of its fair value less cost to sell and its value in use. To determine value
in use, management estimates expected future cash flows from each asset or cash-generating unit
and determines a suitable interest rate in order to calculate the present value of those cash flows.
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An impairment loss is recognized immediately in the statement of comprehensive income (loss) and
is used to reduce the individual asset or allocated pro-rata to the assets of the cash-generating unit.
All assets are subsequently reassessed to determine whether there is any indication that previously
recognized impairment losses may no longer exist. An impairment loss is reversed if the recoverable
amount of an asset or cash-generating unit exceeds its carrying value but must not exceed the
carrying value that would have been determined, net of depreciation, if no impairment had been
recorded.

2.16 Provision for site restoration
A provision for environmental restoration is recognized when:
(i) The Company has a present legal or constructive obligation as a result of past events;
(ii) It is more likely than not that an outflow of resources will be required to settle the obligation;
and
(iii) The amount can be reliably estimated.
The estimated value of a future obligation associated with the provision for site restoration related
to oil and gas properties is recognized as a liability in the period in which it is incurred, with a
corresponding amount capitalized to exploration and evaluation assets and amortized over the same
period as the underlying asset. The Company estimates the liability based on the estimated cost to
abandon and reclaim a site in relation to its net ownership interest in the wells and facilities,
including the estimated schedule of costs that will be incurred for that purpose in future periods.
This estimate is periodically reviewed and changes are recorded prospectively as an increase or
decrease in the provision for site restoration and the underlying exploration and evaluation asset.
Changes in the net present value of the future liability associated with site restoration are accounted
for as an accretion expense on a time-proportionate basis and recognized in income (loss) for the
year. Actual costs incurred upon settlement of the liability are charged to the liability up to the
amount of the liability recognized.

2.17 Operating leases
Leases in which a significant portion of the risks and rewards are retained by the lessor are classified
as operating leases. Payments made under operating leases are recognized as an expense on a
straight-line basis over the lease term. Related costs, such as those relating to maintenance and
insurance, are recognized as expenses as they are incurred.
Lease inducements obtained on signing a lease are recognized as a liability and amortized over the
lease term.
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2.18 Taxes
The Company follows the deferred tax asset and liability method of accounting for income taxes.
Under this method, deferred income tax assets and liabilities are determined based on differences
between the carrying amount and tax basis of assets and liabilities. Any change in the net amount of
deferred income tax assets and liabilities is recognized in net income (loss), except for the income
tax related to items included in equity, in which case it is recognized in equity.
Deferred tax assets and liabilities are measured using substantively enacted and enacted tax rates
and laws expected to apply to taxable income in the years in which the differences are expected to
be recovered or settled. Deferred income tax assets are recognized when it is probable that they will
be realized. Deferred income tax assets and liabilities are not discounted.
Under tax legislation for flow-through investments, the Company is required to renounce deductions
for exploration and evaluation expenses in favour of investors. When the Company incurs eligible
expenses and renounces tax deductions, the renounced tax deductions are recognized in
income (loss) as an increase in deferred tax and a deferred tax liability is recognized for the
temporary difference between the carrying value of the eligible expenses capitalized as assets and
its tax basis.
Current tax assets or liabilities are obligations or claims for current or prior periods to be paid to or
recovered from tax authorities that are still outstanding at the end of the reporting period. Current
tax is payable on taxable profit, which differs from net income (loss). It is calculated using tax rates
and laws enacted at the end of the reporting period.

2.19 Equity
Share capital
Share capital is recorded at the subscribed value of the shares issued. Costs related to the issuance
of shares, warrants or stock options are recognized in equity, net of taxes, as a deduction of the
issuance proceeds in the year of transaction.
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Issuance of flow-through shares
The Company finances the cost of some exploration and evaluation assets through the issuance of
flow-through shares. The issuance of flow-through shares is accounted for as a compound financial
instrument. The liability component represents the obligation to transfer tax deductions to investors.
Proceeds from the issuance of shares by flow-through investments are allocated to flow-through
shares issued and a liability using the residual method. Proceeds are first allocated to shares
according to the quoted price of existing shares at the time of issuance and any residual amount is
allocated to the liability, which is reversed through income (loss) under deferred tax recovery when
the eligible expenses are incurred.

Retained earnings
Retained earnings include all current and prior period retained profits and losses.

2.20 Share-based compensation
The Company has an equity-settled, share-based compensation plan for eligible directors,
employees and consultants. The plan does not include a cash-settlement option. The Company
occasionally issues broker warrants.
All goods and services received in exchange for share-based compensation awards are measured at
fair value. Where employees are rewarded using share-based payments, the fair values of
HPSOR\HHV¶VHUYLFHVDUHGHWHUPLQHGLQGLUHFWO\E\UHIHUHQFHWRWKHIDLUYDOXHRIWKHHTXLW\LQVWUXPHQWV
granted. The same method is used for transactions with consultants who receive share-based
payments and provide services whose fair value cannot be reliably determined. The fair value is
measured at the date of grant.
Share-based payments, except broker warrants, are ultimately expensed in income (loss) or
capitalized as exploration and evaluation assets, depending on the nature of the payment, with a
corresponding credit to contributed surplus within equity. Share-based payments to brokers, in
connection with equity financing, are recognized as costs related to the issuance of equity
instruments, with a corresponding credit to contributed surplus within equity.
Each tranche in an award with graded vesting is considered a separate grant with a different vesting
date and fair value.
If vesting periods apply, the expense is allocated over the vesting period, based on the best available
estimate of the number of share options expected to vest. Any cumulative adjustment prior to vesting
is recognized in the current period. No adjustment is made to any expense in prior periods if share
options ultimately exercised are different from that estimated on vesting.
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When a share option or broker warrant is exercised, the proceeds received net of any directly
attributable transaction costs are recorded in share capital. The accumulated expenses related to the
share options and broker warrants recorded in contributed surplus are transferred to share capital.

2.21 Segmented information
Segmented information is reported in accordance with IFRS 8, Operating Segments, which requires
the Company to present and disclose segmented information in accordance with the information that
is regularly reviewed by the chief operating decision-makers, namely the President and the Board
RI'LUHFWRUVWRDVVHVVWKH&RPSDQ\¶VSHUIRUPDQFH
The Company operates within one segment being its Canadian operating segment.

3. CHANGES IN ACCOUNTING POLICIES
3.1 Standards adopted during the current year
As at January 1, 2017, the Company adopted the following standards:

IAS 7, Statement of cash flow
In January 2016, the IASB issued amendments to IAS 7 Statement of Cash Flows. The
amendments were intended to clarify IAS 7 to improve information provided to users of financial
VWDWHPHQWVDERXWDQHQWLW\¶VILQDQFLQJDFWLYLWLHV$GRSWLRQRIWKLVDPHQGPHQWKDG no impact on the
&RPSDQ\¶VFRQVROLGDWHGILQDQFLDl statements.

3.2 Future changes in accounting policies
7KHVWDQGDUGVLVVXHGE\WKH,$6%WKDWZHUHQRWDSSOLFDEOHDVDWWKHGDWHRILVVXHRIWKH&RPSDQ\¶V
consolidated financial statements are described below.
The Company will adopt those standards in forthcoming fiscal years.

IFRS 15, Revenue from Contracts with Customers
In May 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers, which constitutes
a single standard for the recognition of revenue from all contracts with customers, except for
insurance contracts, lease contracts, financial instruments and certain non-monetary exchanges.
This new standard sets out a single, five-step model for recognizing revenues. In July 2015,
the IASB issued a decision to defer the effective date of this new standard from January 1, 2017 to
January 1, 2018. The Company is currently assessing the impact of this standard on its consolidated
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financial statements, which impact will be limited so long as the Company is in the development
and exploration stage.

IFRS 9, Financial Instruments
In July 2014, the IASB issued IFRS 9, Financial Instruments, which makes the following changes
to the recognition of financial instruments:
භ
භ
භ

The classification and measurement approach for financial assets must reflect the business
model with which they are managed and their cash flow characteristics;
Impairment is to be based on the expected credit loss model;
+HGJHDFFRXQWLQJPXVWWDNHLQWRDFFRXQWWKHHQWLW\¶VULVNPDQDJHPHQWSUDFWLFHV

The Company is currently assessing the impact of this standard, which is to be applied
retrospectively, and its changes on its consolidated financial statements.

IFRS 16, Leases
In January 2016, the IASB issued IFRS 16, Leases. This standard provides a single model under
which most leases will be recognized in the statement of financial position.
Certain exemptions will apply for short-term leases and leases of low-value assets. IFRS 16 will be
effective for fiscal years beginning on or after January 1, 2019. The Company is currently assessing
the impact of this new standard on its consolidated financial statements.

4. JUDGMENTS, ESTIMATES AND ASSUMPTIONS
When preparing the consolidated financial statements, Management undertakes a number of
judgments, estimates and assumptions about recognition and measurement of assets, liabilities,
revenues and expenses. Actual results may differ from the estimates, assumptions and judgments
made by Management, and will seldom equal the estimated results. Information about the significant
judgments, estimates and assumptions that have the most impact on the recognition and
measurement of assets, liabilities, revenues and expenses are discussed below.
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4.1 Judgments
Going concern assumption
When preparing the consolidated financial statements, management is required to make an
DVVHVVPHQWRIWKH&RPSDQ\¶VDELOLW\WRFRQWLQXHDVDJRLQJFRQFHUQ:KHQPDQDJHPHQWLVDZDUH
in making this assessment, of material uncertainties related to events or conditions that may cast
VLJQLILFDQWGRXEWXSRQWKH&RPSDQ\¶VDELOLW\WRFRQWLQXHDVDJRLQJFRQFHUQWKH&RPSDQ\VKDOO
disclose those uncertainties. In assessing whether the going concern assumption is appropriate,
management took into account all available information about the future, which is at least, but not
limited to, twelve months from the end of the statement of financial position.
Management has concluded that there are no materials uncertainties related to events or conditions
that may cast sigQLILFDQWGRXEWXSRQWKH&RPSDQ\¶VDELOLW\WRFRQWLQXHDVDJRLQJFRQFHUQIRUWKH
next twelve months. Judgement was involved in that assessment.
The Company expects to incur further losses in the development of its business and will require
additional debt and equity financing to fund future phases in the development of its LNG project
and associated natural gas assets.
7KH&RPSDQ\¶VDELOLW\WRFRQWLQXHDVDJRLQJFRQFHUQKLQJHVRQLWVDELOLW\WRREWDLQWKHQHFHVVDU\
financing to pursue its project development, including existing and expected funding commitments
from third parties. Refer to note 27 “Financial instruments” and the section within entitled
³/LTXLGLW\DQGIXQGLQJULVN´IRUDGHWDLOHGGHVFULSWLRQRIWKHUHTXLUHPHQWVIRUDGGLWLRQDOGHEWDQG
equity financing.

Impairment of exploration and evaluation assets
Judgment is required to assess when impairment indicators exist. Management determines for each
asset, whether the facts and circumstances could indicate an impairment loss or reversal. This
assessment requires significant Management judgment given the current background of declining
crude oil and natural gas prices which reduces the &RPSDQ\¶V DELOLW\ WR REWDLQ WKH QHFHVVDU\
financing to complete future development and future profitable production or to dispose the
properties for proceeds exceeding their carrying amount. Given the uncertainty related to the
econoPLF YLDELOLW\ RI LWV RLO DQG JDV SURSHUWLHV 0DQDJHPHQW¶V DQDO\VLV LV EDVHG SULPDULO\ RQ
qualitative factors [note 2.15]. In particular, the Company considered fluctuations in oil prices, its
financing capacity for completing its exploration projects, the exploration budgets adopted by
the &RPSDQ\¶V %RDUG RI 'LUHFWRUV DQG LWV SDUWQHUV WKH &RPSDQ\¶V FRPPLWPHQWV WR FDUU\ RXW
exploration work under the issuance of flow-through shares in accordance with timelines,
IOXFWXDWLRQVLQWKH&RPSDQ\¶VVWRFNSULFHDQGits capacity to obtain the required licences.
Management has determined that no impairment indicator requires impairment testing for the
exploration and evaluation assets.
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5. BUSINESS COMBINATION – REVERSE TAKEOVER
On October 24, 2017, after the approval of shareholders and as per the Canada Business
Corporations Act., the amalgamation between the Company and Petrolia Inc., which was
incorporated and a reporting issuer in Quebec, was entered into by way of a plan of arrangement
(the Arrangement) to form the amalgamated company named Pieridae Energy Limited.
,QDFFRUGDQFHZLWK,)56³%XVLQHVV&RPELQDWLRQV´WKHWUDQVDFWLRQLVDUHYHUVHWDNHRYHURIDQ
operating company, Petrolia Inc. management has determined that the definition of a business under
the standard has been met. The resulting financial statements are presented as a continuance of
Pieridae Energy Limited (accounting acquirer), and comparative figures presented in the financial
statements are those of Pieridae Energy LLPLWHG 7KH UHVXOWV RI 3HWUROLD¶V RSHUDWLRQV KDYH EHHQ
LQFOXGHGLQWKH&RPSDQ\¶VILQDQFLDOVWDWHPHQWVIURPWKHFORVLQJGDWHRI2FWREHUDQGJRLQJ
forward.
Pursuant to the Arrangement, the common shares in the capital of Pétrolia (the "Pétrolia Shares")
were consolidated (the "Consolidation") on the basis of one (1) post-Consolidation Pétrolia Share
for each twelve (12) Pétrolia Shares held by a Pétrolia shareholder (a "Pétrolia Shareholder")
(subject to rounding). Pieridae will issue to the holders ("Former Pieridae Shareholders") of
common shares in the capital of Former Pieridae ("Former Pieridae Shares") 2.2057526 common
shares in the capital of Pieridae ("Pieridae Shares") for each one (1) Former Pieridae Share held by
a Former Pieridae Shareholder (subject to rounding), for aggregate consideration of 40,750,343
Pieridae Shares issuable to Former Pieridae Shareholders in exchange for the 18,474,574 Former
Pieridae Shares which were outstanding at the effective time of the Arrangement. Similarly, at the
effective time of the Arrangement, Pieridae issued to the Pétrolia Shareholders one (1) Pieridae
Share for each one (1) Pétrolia Share held by a Pétrolia Shareholder in exchange for the 9,043,726
Pétrolia Shares (on a post-Consolidation basis) which were outstanding at the effective time of the
Arrangement. Each Pieridae Share issuable to Former Pieridae Shareholders or to Pétrolia
Shareholders pursuant to the Arrangement were issued at a deemed price of $5.667 per Pieridae
Share (on a post-Consolidation basis). After giving effect to the Arrangement, there will be
approximately 49,794,063 Pieridae Shares issued and outstanding (calculated on a non-diluted
basis).
The fair value of the consideration paid, calculated as $51,250,795, is determined based on the
percentage of ownership of the amalgamated entity that was transferred to Petrolia Shareholder upon
the completion of the Arrangement. This value represents the fair value of the number of shares that
the Company would have had to issue for the ratio of ownership interest in the amalgamated entity
to be the same as if the Arrangement had taken legal form of Pieridae acquiring 100% of the shares
of Pétrolia Shares.
7KHIROORZLQJWDEOHGHVFULEHVPDQDJHPHQW¶VGHWHUPLQDWLRQRISXUFKDse price allocation over the
IDLUYDOXHRI3HWUROLD,QF¶VQHWDVVHWVDFTXLUHGXSRQFRPSOHWLRQRIWKHreverse takeover on October
24, 2017.
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(in thousands Canadian dollars)
Consideration
Share issued
Allocation
Cash and cash equivalent
Cash and cash equivalent for exploration
Restricted cash and cash equivalent
Working capital (deficiency)
Security deposit
Property, plant and equipment
Exploration and evaluation assets
Partner advances for planned exploration work
3DUWQHUV¶VKDUHLQVHFXULW\GHSRVLWV
Provision for contingent liabilities
Liability related to flow-through shares
3DUWQHU¶VVKDUHLQVHFXULW\GHSRVLW
Deferred lease inducements
Provision for site restoration
Deferred tax liabilities

$51,251

$9,606
3,004
630
(434)
600
452
42,616
(806)
(294)
(700)
(104)
(15)
(201)
(2,740)
(363)
51,251

Additionally, as a result of the Arrangement: (i) 343,747 share purchase warrants of Pétrolia (on a
post-Consolidation basis) were replaced with 343,747 share purchase warrants of Pieridae with
identical terms; (ii) 1,325,000 stock options of Former Pieridae were replaced with 2,922,618 stock
options of Pieridae with substantially identical terms; and (iii) 641,019 stock options of Pétrolia (on
a post-Consolidation basis) were replaced with 641,019 stock options of Pieridae with identical
terms.
If the acquisition had occurred on January 1 2017, WKH&RPSDQ\¶VUHYHQXHVDQGQHWORVVZRXOGKDYH
increased by $342,000 and $14,342,000, respectively. OQ D QRUPDOL]HG EDVLV WKH &RPSDQ\¶V
revenues and net loss would have increased by $40,000 and $4,001,000, respectively.
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6. CASH AND CASH EQUIVALENTS

Cash
Less: Cash and cash equivalents held for
exploration purposes
Flow-through shares1
Bourque project2

Less: Restricted cash equivalents3
Cash and cash equivalents

2017
$
[000s]

2016
$
[000s]

21,868

265

940
679
20,249

²
²
68

630

68

19,619

197

1

Cash and cash equivalents held for exploration purposes related to flow-through shares represent
the unexpended proceeds of financing related to flow-through shares. According to restrictions
imposed under financing arrangements, the Company must allocate these funds to the exploration
of oil and gas properties.

2

Cash and cash equivalents earmarked for future exploration work on the Bourque project represent
the remaining cash as at December 31, 2017 from partner advances which, under the agreements,
must be spent on exploration work related to the Bourque project.

3

As at December 31, 2017, a portion of cash and cash equivalents was pledged as security for the
performance bonds issued for total amount of $630,000 [note 15].
As at December 31, 2016, a restricted cash account of $68,000 had been established to fund the
interest payable to maturity of the Goldboro Land Mortgage [note 12]. The mortgage was repaid
on November 1, 2017 and the cash account was released from any restriction.

As at December 31, 2017, the portion of cash and cash equivalents pledged as security for the
performance bonds bore interest at 0.95% maturing on February 1, 2018. This instrument is
redeemable at any time without penalty.
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7. RECEIVABLES

Hydrocarbure Anticosti SECި
Partner
Commodity taxes
Interest receivable
Other

2017
$
[000s]

2016
$
[000s]

844
9
207
7
25
1,092

²
²
114
²
²
114

ިPetrolia Anticosti is the operator for Hydrocarbure Anticosti in regards to the exploration work on
Anticosti Island. The receivable amount comprises recharge of work performed and an amount of
$610,000 to assume the liability related to site restoration [Note 15]. Hydrocarbure Anticosti is
own by Ressources Quebec, a state company of the Government of Quebec.

8. INTERESTS IN ASSOCIATES
On March 4, 2013, the Company entered into a partnership to establish Pieridae Production LP [the
³3DUWQHUVKLS´@ DQG 3LHULGDH 3URGXFWLRQ *3 3LHULGDH Production LP was formed to develop gas
resources in New Brunswick, Nova Scotia and the Northeast US. The Company as at January 1,
2014 had a 16.98% ownership, and made no further contributions to the Partnership during 2014.
During 2015, the Company invested an additional $750,000 increasing its ownership to 20%. Under
the terms of the Partnership agreement, the Company is entitled to contribute an additional
$14,125,000 to the partnership, prior to any further funding being made by the other partner, and
increasing its ownership in Pieridae Production LP to 50%.
7KH&RPSDQ\¶VLQWHUHVWLQ3LHULGDH3URGXFWLRQ/3DQG3LHULGDH3URGXFWLRQ*3DUHDFFRXQWHGIRU
using the equity method in the consolidated financial statements.
(in thousands Canadian dollars)
Balance as at January 1, 2015

$3,979

Share in net loss of associates

(125)

Balance as at December 31, 2016

3,854

Share in net loss of associates

(120)

Value of the interest as at December 31, 2017

3,734
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The associates have no contingent liabilities or capital commitments as at December 31, 2017;
however, under the terms of the operating agreement in place for the Partnership there was an agreed
annual fee of $600,000 to be paid by Pieridae Production LP to the operator. This amount has been
adjusted to $60,000 for 2018.
Summarized financial statement information of the Partnership is disclosed below:
2017
$

2016
$
[000s]

[000s]
Current assets
Non-current assets
Current liabilities
Net loss for the year

104
20,145
(1,317)
(626)

134
20,145
(1,947)
(600)

9. PROPERTY, PLANT AND EQUIPMENT

Land
$
[000s]
Gross carrying amount
Balance as at
December 31, 2016
Additions
Business combination
Disposals
Balance as at
December 31, 2017
Accumulated depreciation
Balance as at
December 31, 2016
Depreciation
Balance as at
December 31, 2017
Net carrying amount as at
December 31, 2017

Leasehold
improvements
$
[000s]

—

—
—

3,354

IT, office and
field
Automotive
equipment
equipment
$
$
[000s]
[000s]

35
9

—
—

Reserves
$
[000s]

Field
offices
$
[000s]

Total
$
[000s]

—
—

—
—

3,389
9

71

179

50

11

87

54

452

—

—

—

—

—

—

—

3,425

179

94

11

87

54

3,850

—
—

—

28
10

—

—

—

4

1

3

2

28
20

—

4

38

1

3

2

48

175

56

10

84

52

3,802

3,425

25

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31, 2017 and 2016

Leasehold
improvements
$
[000s]

Land
$
[000s]
Gross carrying amount
Balance as at
December 31, 2015
Additions
Disposals
Balance as at
December 31, 2016
Accumulated depreciation
Balance as at
December 31, 2015
Depreciation
Balance as at
December 31, 2016
Net carrying amount as at
December 31, 2016

IT, office and
field
equipment
$
[000s]

Automotive
equipment
$
[000s]

Field
offices
$
[000s]

Reserves
$
[000s]

Total
$
[000s]

²
²

²
²
²

35
²
²

²
²
²

²
²
²

²
²
²

3,389
²
²

3,354

²

35

²

²

²

3,389

²
²

²
²

21
7

²
²

²
²

²
²

21
7

²

²

28

²

²

²

28

3,354

²

7

²

²

²

3,354

3,361

10. EXPLORATION AND EVALUATION ASSETS
Oil and gas properties

Québec
Gastonguay
Gaspésia ± Edgar ± MarcelTremblay
Gaspé1
Bourque project1
Haldimand ± Tar Point
No. 1 projects1
Matapédia
Total oil and gas properties

December 31,
2016
$
[000s]

Business
combination
$
[000s]

—

779

—

—

779

—
—
—

515
565
151

—
—
—

1
1
—

516
566
151

—
—
—

2,638
216
4,864

—
—
—

—
—
2

2,638
216
4,866

Disposals
$
[000s]

Additions
$
[000s]

December 31,
2017
$
[000s]
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Exploration expenses
December 31,
2016
$
[000s]
Québec
Gastonguay
Gaspésia ± Edgar ± MarcelTremblay
Gaspé
Bourque project
Haldimand project
Tar Point project No. 1
Matapédia

Revenue from oil reserve
evaluation:
Gaspé
Haldimand project
Total exploration expenses

Disposals
$
[000s]

Additions
$
[000s]

December 31,
2017
$
[000s]

—

53

—

—

53

—
—
—
—
—
—
—

3,164
2,761
13,694
13,538
4,030
512
37,752

—
—
—
—
—
—
—

8
29
149
148
1
1
336

3,172
2,790
13,843
13,686
4,031
513
38,088

December 31,
2016
$
[000s]
Deductions
Exploration subsidies and partner
contributions:
Gastonguay
Gaspésia ± Edgar ± MarcelTremblay
Gaspé
Bourque project
Haldimand project
Tar Point No. 1 project
Matapédia

Business
combination
$
[000s]

Disposals
$
[000s]

Additions
$
[000s]

December 31,
2017
$
[000s]

—

—

—

—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
—
127
—
—
—
127

—
—
127
—
—
—
127

—
—
—

—
—
—

—
—
—

—
—
—
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Summary as at December 31, 2017
December 31,
2016
$
[000s]
Oil and gas properties
Exploration expenses
Exploration and evaluation assets

1

—
—
—

Business
combination
$
[000s]
4,864
37,752
42,616

Disposals
$
[000s]
—
—
—

Additions
$
[000s]
2
209
211

December
31, 2017
$
[000s]
4.866
37,961
42,827

These properties are subject to royalties should they become productive. To date, the Company
has satisfied all required obligations.

Gaspé property
Haldimand project
The Company has ownership of 13 licences for the Gaspé property including those for the
Haldimand and Tar Point projects.

Bourque project
The Company has an agreement with Ressources Québec inc. and TUGLIQ Energy Corp. to share
the exploration costs and risks related to the Bourque project. For Phase I of the project, Ressources
Québec inc. and TUGLIQ Energy Corp. have advanced to the Company amounts of $918,200 and
$1,350,000, respectively, for a total amount of $2,268,200 to finance the exploration work, in
exchange for interests amounting to 4.8% and 5.29%, respectively, in the four licences related to the
Bourque property.
Ressources Québec inc. financed the second phase of the Bourque project for a total amount of
$8,500,000. This investment consisted of a direct interest in the four licences related to the Bourque
property, amounting to $2,000,000 in cash, and a $6,500,000 contribution following a call for funds
for exploration work financing. With this investment, Ressources Québec inc. obtained 38.88% of
WKH&RPSDQ\¶VLQWHUHVWLQWKHVHOLFHQFHVDQG% of the interest of TUGLIQ Energy Corp. in these
licences. Upon completion of this second phase of financing, the interests in the four licences related
to the Bourque property amounted to 51.03% for the Company, 45% for Ressources Québec inc.
and 3.97% for TUGLIQ Energy Corp.
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Matapédia property
The Company has a partnership agreement with Saint-Aubin Énergie S.A.S., a subsidiary of Maurel
& Prom, which proceeded with the joint acquisition of equal shares of 13 licences in the Gaspé
Peninsula.

11. TRADE AND OTHER PAYABLES
2017
$
[000s]
Trade payables and accrued liabilities
Salaries, fees, vacation pay and director
fees

2016
$
[000s]

1,993

14,716

217
2,210

731

15,447

12. BANK BORROWINGS
2017
$
[000s]
Golboro Land Mortgage bearing interest at a rate equal
to the prime rate lending rate of Nova Scotia Bank plus
2% per annum and maturing on August 4, 2017.ި
Ford Credit loan to acquire automotive equipment,
repayable in $600 monthly payments of principal and
interest at 2.5% and maturing on November 4, 2019.
Less current portion

2016
$
[000s]

—

3,200

14

—

7
7

3,200
3,200

The minimum principal payments to be made over the next two years are as follows: 2018 ± $7,000;
and 2019 ± $7,000.

ި On December 3, 2015, the Company completed the purchase of approximately 107.5 hectares
>DFUHV@RIODQGIURPWKH0XQLFLSDOLW\RIWKH'LVWULFWRI*X\VERURXJK>WKH³*ROGERUR/DQG´@
for $3,200,000. This property is located in the Goldboro Industrial Park and will serve as the site for
the proposed LNG facility. As part of the purchase agreement, the Company has the right to sell the
land back to the Municipality of the District of Guysborough at any time prior to March 31, 2019
for the purchase price. The Municipality of the District of Guysborough also has the right to
repurchase the land for the purchase price at any time after December 31, 2018 if the Company has
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not made its final investment decision on the construction of its LNG project or not received the
necessary regulatory permits to commence construction of the LNG project. The Company
capitalized a further $154,000 of legal and other costs associated with the acquisition of the
Goldboro Land.
In connection with this purchase, the Company entered into a $3,200,000 loan agreement [the
³*ROGERUR/DQG0RUWJDJH´@ZLWKWKH%DQNRI1RYD6FRWLDLQ+DOLID[WRILQDQFHWKHSXUFKDVH8QGHU
the terms of the Goldboro Land Mortgage, interest is to be paid monthly at a rate equal to the prime
lending rate of the Bank of Nova Scotia plus 2.0% per annum. The Goldboro Land Mortgage
matured on November 4, 2017 and was repaid on November 1, 2017. The loan was secured by the
Goldboro Land and a restricted bank account has been established to fund the interest payable to
maturity.

13. PARTNER ADVANCES FOR PLANNED EXPLORATION WORK
The following table shows the reconciliation of partner advances for planned exploration work on
the Bourque project:

Balance, beginning of year
Business combination
Partner advances
Partner contributions to exploration work carried out
Balance, end of year

2017
$
[000s]

2016
$
[000s]

—
806
—
(127)
679

²
²
²
²
²

30

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31, 2017 and 2016

14. LIABILITY RELATED TO FLOW-THROUGH SHARES
The following table shows the reconciliation of the liability related to flow-through shares:
2017
$
[000s]
Balance, beginning of year
Business combination
Issuance of flow-through shares [note 20]
Reduction of the liability based on the work carried out
in respect of which the Company has renounced the tax
deductions [note 19]
Balance, end of year

2016
$
[000s]

²
104
²

²
²
²

²
104

²
²

15. PROVISION FOR SITE RESTORATION
Management calculates the total provision for future site restoration based on the &RPSDQ\¶VQHW
share, on the basis of the interest held in the properties being drilled, of the estimated costs of
abandoning and restoring wells and facilities, and of the estimated timing of future costs to
be incurred.
As at December 31, 2017, the total future estimated amount required to settle obligations related to
site restoration, indexed at 2%, stood at $2,740,000. The total future amount will be discounted
using a weighted average rate of 2.5% over a horizon ranging from 1 to 19 years. The total
undiscounted amount of the estimated cash flows required to settle these obligations was
$3,705,000.
The following table presents the reconciliation of the provision for site restoration:
2017
$
[000s]

2016
$
[000s]

Balance, beginning of year
Business combination
Balance, end of year

²
2,740
2,740

²
²
²

Less current portion

(610)
2,130

²
²
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Security deposits amounting to $600,000 were paid by the Company under performance guarantees
and letters of guarantee amounting to $630,000 were issued by a financial institution to the Ministère
des Ressources naturelles to guarantee the completion of certain site closures. The performance
guarantee must be kept in effect until the definitive closure of the wells. The partners advanced an
amount of $294,000 to finance their share of the security deposits relating to the Bourque project
[note 13] and that amount is reported in non-current liabilities as it is will be recovered by the
partners once the security deposits are released by the Ministère des Ressources naturelles.
Current portion of an amount of $610,000, comprises the provision for two wells located on
Anticosti Island and for which the Governement of Quebec, through Hydrocarbure Anticosti SEC,
will assume the liability. An account receivable for the same amount is recognized in account
receivables [note 7].

16. PROMISSORY NOTES
2017
$
[000s]
US dollar promissory notes
Balance, beginning of year
Issued [US$ 1.1 million]
Foreign exchange
Reimbursement
Canadian dollar promissory notes
Balance, beginning of year
Issued
Reimbursement

2016
$
[000s]

1,477
²
(76)
(1,401)
²

²
1,563
(86)

652
125
(752)
25

²
652
²
652

1,477

On January 11, 2016, the Company entered into a promissory note with one of its shareholders for
US$1.1 million. The promissory note is unsecured, bears interest at a rate of 10% per annum and is
due upon demand.
On May 3, 2016, the Company entered into two promissory notes with two of its shareholders for
$300,000. In 2016, the Company has entered into further promissory notes with three of its
shareholders for a further $352,000.
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On April 1, 2017, the Company entered in two promissory notes for an amount of $75,000 and
entered in another for an amount of $50,000 on August 1, 2017.
All outstanding promissory notes were reimbursed on December 1, 2017 except for a note of an
amount of $25,000. The promissory notes are unsecured, bear interest at a rate of 10% per annum
and are due upon demand.

17. CONVERTIBLE LOAN AND CONVERSION RIGHT
On November 27, 2015, the Company agreed to a US$5,000,000 loan with one of its shareholders
>WKH³/RDQ$JUHHPHQW´@8QGHUWKHWHUPVRIWKH/RDQ$JUHHPHQWLQWHUHVWLVWREHSDLGDWDUDWHRI
10% per annum, with interest paid at maturity of the loan. Any outstanding amount under the Loan
Agreement, including any unpaid interest, can be converted into common shares of the Company
at either the option of the holder, at a conversion price of $15.00 per share at any time prior to
maturity, or at the option of the Company, at a conversion price of $12.50 per share on the day prior
to maturity. The Loan Agreement provides security to the holder of a floating charge of all of the
&RPSDQ\¶VULJKWWLWOHHVWDWHDQGLQWHUHVWLQDQGWRDOORILWVSUHVHQWDQGDIWHU-acquired real property.
The loan was to mature at the earlier of October 1, 2017 and the date the final investment decision
is made by the Company on the Goldboro LNG facilities or the date there is a change of control of
the Company. The conversion feature was determined to be a derivative and is required to be
separated from the convertible loan and accounted for at fair value. The loan was converted by the
Company on October 20, 2017 for 449,120 common shares of the Company.
As the convertible loan was issued to a related party, the transaction was determined to be made
with an owner in that capacity. Accordingly, the difference between the fair value of the combined
convertible loan and conversion right and the cash consideration was recorded in contributed
surplus. When the loan was extended on September 28, 2016, the difference in fair value resultant
from the extension was also recorded in contributed surplus. However, all changes to the estimated
fair value of the conversion feature have been recorded in the consolidated statements of
comprehensive loss. The amounts recorded in contributed surplus are as follows:

Balance, beginning of year
Fair value of the conversion feature
Change in fair value attributable to the extension of
loan agreement
Balance, end of year

2017
$
[000s]

2016
$
[000s]

2,752
—

1,406
544

—
2,752

802
2,752

[a] Conversion right
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2017
$
[000s]

Balance, beginning of year
Gain (loss) on change in value of conversion right
Foreign exchange gain
Change in fair value attributable to the extension of
Loan agreement
Balance, end of year

2016
$
[000s]

2,429
(2,257)
(172)

927
659
41

—
—

802
2,429

Upon completion of the Loan Agreement, the initial value of the conversion right was calculated
utilizing a valuation method that incorporated both the Black-Scholes valuations of the conversion
rights held both by the Company and holder of the Loan Agreement and the associated estimated
probabilities of each conversion right being exercised. Subsequent changes in the fair value of the
equity conversion component were recorded within the consolidated statement of comprehensive
loss. The various assumptions utilized for the calculation of the conversion right are as follows:

Canadian to US dollar conversion rate
Share price (post-Consolidation)
Risk free rate
Expected life
Expected volatility
Probability of holder exercising
Probability of Company exercising

2017

2016

$1.2480
$5.67
0.48%
0.25 years
60%
5%
95%

$1.3427
$4.08
0.73%
0.75 years
60%
5%
95%
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[b] Convertible loan

2017
$
[000s]

Balance, beginning of year
Accretion
Foreign exchange gain
Extension of Loan Agreement
Conversion of Loan agreement
Balance, end of year

6,297
398
(455)
—
(6,240)
—

2016
$
[000s]

6,487
552
(198)
(544)
—
6,297

Upon completion of the Loan Agreement, the initial value of the convertible loan was calculated as
the present value of the expected future payments, including interest, utilizing an estimated market
interest rate for a similar loan of 20%. The difference between the loan proceeds received by the
Company and the present value of the expected future payments, and the value of the conversion
right, was recognized as contributed surplus. Subsequently, the Company has recognized accretion
of the convertible loan and the change in value associated with the change in the foreign exchange
rate of the loan, with these being recorded within the consolidated statements of comprehensive
loss.

18. DEFERRED ACCOUNTS PAYABLE
On July 29, 2017 the Company entered into an agreement with its vendor CB&I UK Limited
³&% ,´ ZKHUHE\WKH&RPSDQ\DJUHHGWRSD\*%3RIWRWDODPRXQWVGXHWR&% ,RI
GBP 6, 352,304. In exchange for the agreed payment, CB&I has agreed the remaining amount of
GBP 4,515,104 (CAD 7,659,000) and an amount of $177,000 due to CB&I Canada will be paid
only if a proceed decision on the LNG project results in the award of an engineering contract to
CB&I or another party. If the project does not proceed, or at any time Pieridae cancels or abandons
the project, the Company has no obligation to pay the remaining amount.
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19. DEFERRED TAX
Reconciliation of tax expense
The relationship between the expected income tax expense calculated on the basis of the combined
federal and provincial rate in Canada and the tax expense presented in net loss is reconciled as
follows:
2017
$
Loss before taxes
Income tax at combined statutory rate of 30.8%
[2016 ± 31.0%]
Adjustments for the following items:
Share-based payments
Accretion on convertible loan
Change in contingent liability
Non-deductible losses
Other non-deductible expenses
Impact of change in deferred tax rate
Change in unrecognized deferred tax assets
Deferred tax expense (recovery) recognized in net loss

2016
$
[000s]

[000s]

(9,287)

(14,088)

(2,860)

(4,367)

1,107
123
(36)
292
²
144
867
(363)

661
171
²
²
1
²
3,534
²

Deferred income taxes:
Recognized deferred tax assets and liabilities:
2017
$
Deferred tax assets
Non-capital losses
Deferred tax liabilities
Exploration and evaluation assets
Property plant and equipment

Deferred tax, net

2016
$
[000s]

[000s]

4,351

²
²

4,336
15
4,351

²
²
²

²

²
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Unrecognized deferred income tax assets:
2017
$

2016
$
[000s]

[000s]

Non-capital losses
Capital losses
Financing expenses
Property plant and equipment

18,401
292
836
²

17,000
²
²
4

Unrecognized deferred tax assets

19,529

17,004

As at December 31, 2017, the amounts and expiry dates of the tax attributes for which no deferred
tax assets are recognized are as follows:
2017
Canada
Federal
Provincial
$
$
[000s]
[000s]
2032
2033
2034
2035
2036
2037
Loss recognized to offset the deferred tax
liability

225
9,092
17,333
36,417
3,923
7,115

225
8,635
17,333
36,417
3,923
7,116

(14,126)

(14,126)

59,979

59,523

On December 31, 2017, the Company has carryforward net capital losses of an amount of $949,000
[2016 ± nil] for which no deferred tax assets are recognized. Net capital losses can be carryforward
indefinitely.

37

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31, 2017 and 2016

20. SHARE CAPITAL
Authorized
Unlimited number of common, participating, voting shares without par value.

Private placements
On April 27, 2016, the Company closed a private offering of 20,000 common shares at a price of
$12.50 per common share for aggregate cash proceeds of $250,000.
On May 3, 2016, the Company closed a private offering of $500,000 of warrants to existing
shareholders. The warrants had an automatic conversion date of July 1, 2016, or upon a change of
control of the Company if it occurred prior to that date, at a price equal to either $9.00 per common
share or at the price per common shares realized from the completion of a private placement prior
to July 1, 2016. The warrants were automatically converted on July 1, 2016 with the issuance of
55,556 common shares.
On August 28, 2017, the Company closed a private placement for a gross proceeds of $25,652,000,
which included the issuance of 1,970,600 subscription receipts at a subscription price of $12.50
($5.67 on a post-Consolidation basis) per subscription receipt which, immediately prior to the
completion of the Arrangement between Pieridae and Pétrolia, was converted into Pieridae Shares
and exchanged for common shares of the amalgamated company as part of the Arrangement and a
commission of $1,019,000 was satisfied by the issuance of 81,530 Pieridae Shares to the agents.
The company also incurred other issuance expenses amounting to $24,000 for a total net proceeds
of $24,609,000.

Exercise of stock options
During the year ended December 31, 2017, the Company received $636,000 for the issuance of
823,136 shares (on a post-Consolidation basis). Following the exercises, a total amount of
$2,578,000 was reclassified from contributed surplus to the share capital.

Consolidation of shares
On October 24, 2017 amalgamation between the Company and Petrolia Inc, was entered into by
way of a plan of arrangement. The consolidation of shares is detailed in note 5. In regards to this
plan of arrangement, the Company incurred transaction costs of $1,395,000.

Contribution of non-controlling interests
During the year ended December 31, 2017, the Company received $80,000 in contributions from
the non-controlling interests in Goldboro LNG Limited Partnership [note 21].
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Share-based payments
Pursuant to the Stock Option Plan, the Board of Directors may grant options to directors, officers,
employees and other service providers. The aggregate number of shares that may be reserved for
issuance pursuant to stock options may not exceed 10% of the issued and outstanding common
shares of the Company on a non-diluted basis as at the time of granting. Stock options expire not
more than five years from the date of grant, or earlier if the individual ceases to be associated with
the Company. As per the new Stock Option Plan adopted on October 24, 2017 with the reverse
takeover, options granted to directors vest immediately and for other participants, over a period of
three year (previously at the discretion of the Board of Directors).
All share-based compensation will be settled in equity. The Company has no legal or constructive
obligation to repurchase or settle the options.
The &RPSDQ\¶VVWRFNRSWLRQVDUHGHWDLOHGDVIROORZVIRUWKHUHSRUWLQJSHULRGVSUHVHQWHG, numbers
of shares and exercise prices are on a post-Consolidation basis [note 5]:
2017

Number of
options

Weighted
average
exercise
price

2016
Weighted
average
Number
exercise
of options
price

$

Outstanding, beginning of year
Business combination
Granted
Exercised
Forfeited

$

3,584,344
641,020
—
(1,348,854)
(1,041,125)

3.27
6.31
—
0.47
10.96

3,143,194
—
441,150
—
—

2.93
—
5.67
—
—

Outstanding, end of year

1,835,385

4.92

3,584,344

3.27

Exercisable

1,497,756

4.75

672,753

0.45

39

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31, 2017 and 2016
The following table provides summary information on the stock options issued and outstanding as
at December 31, 2017, numbers of shares and exercise prices are on a post-Consolidation basis
[note 5]:
Outstanding options

Range of
exercise prices

Number

Weighted
average
years to
expiry

<$0.01±$0.45
$1.98±$4.08
$5.67±$8.04
$10.68±$13.68
<$0.01–$13.68

44,115
1,176,377
575,310
39,583
1,835,385

3.44
3.44
3.29
0.62
3.33

Exercisable options
Weighted
average
exercise
price
Number
$
44,115
838,748
575,310
39,583
1,497,756

0.01
3.82
5.95
12.06
4.75

The following table provides summary information on the stock options issued and outstanding as
at December 31, 2016 numbers of shares and exercise prices are on a post-Consolidation basis
[note 5]:

Outstanding options

Range of exercise
prices
<$0.01±$0.45
$4.08
$5.67
<$0.01–$5.67

Number
1,378,594
882,300
1,323,450
3,584,344

Weighted
average years
to expiry
1.17
4.44
4.69
3.27

Exercisable options
Weighted
average
exercise
Number
price
672,753
—
—
672,753

$0.45
—
—
$0.45

The weighted fair value of stock options granted during 2016, on a post-Consolidation basis, was
$1.40 per option at the grant date.
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No stock option were granted in 2017. The fair value of stock options granted by the Company to
directors, officers and key employees in 2016 was determined using the Black-Scholes option
pricing model and the following weighted average assumptions, on a post-Consolidation basis:
016
Exercise price (post-Consolidation)
Risk-free interest rate
Average expected volatility
Expected life (years)
Expected dividend yield

$4.08
0.68%
60%
3-5 years
Nil

The underlying expected volatility was determined by reference to historical data over a period
comparable to the expected life of options.

Warrants
Outstanding warrants allow holders to subscribe to an equivalent number of common shares, on a
post-Consolidation basis, as follows:
2017
Number of warrants

Balance, beginning of year
Business combination
Issued
Expired
Balance, end of year

—
343,747
—
—
343,747

Weighted
average
exercise price
$

—
6.48
—
—
6.48

There was no outstanding warrant as at December 31, 2016
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The number of outstanding warrants that can be exercised for an equivalent number of common
shares, on a post-Consolidation basis, is established as follows:
2017
Number of
warrants

Expiry date
November 6, 2018

Exercise
price
$

343,747

6.48

There were no outstanding warrants as at December 31, 2016

21. NON-CONTROLLING INTEREST
During 2014, the Company, Pieridae Energy (Canada) Ltd. And Uniper entered into an agreement,
whereby Uniper acquired 1% ownership in Goldboro LNG LP and Pieridae Energy (Canada) Ltd.
for a total consideration $288 000. During 2017 and 2016, Uniper contributed a further $80,000 and
$51,000 respectively. In 2017, the ownership of Uniper was reduced to 0.79%.

22. LEASES

Minimum lease payments due
Less than
1 year
$

[000s]

1 to 5
years
$

[000s]

More than
5 years
$

[000s]

Total
$

[000s]

December 31, 2017

53

238

126

417

December 31, 2016

6

—

—

6

The Company leases offices under leases expiring in 2026 [2016 ± offices under leases were on
monthly basis without obligation of leasing].
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During the fiscal year, lease payments recognized as expenses, before amortization of deferred lease
inducements, totalled $52,000 [2016 ±$82,000], of which an amount of $4,000 [2016 ± nil] was
charged to exploration and evaluation assets. This amount represents minimum lease payments.
7KH &RPSDQ\¶V UHQWDO FRQWUDFWV GR QRW FRQWDLQ DQ\ FRQWLQJHQW UHQW FODXVHV UHVWULFWLRQV RQ
dividends, additional debt or further leasing.

23. EMPLOYEE BENEFITS EXPENSE
Expenses recognized for employee benefits are broken down below:

Salaries and employee benefits
Share-based compensation

Less: Amounts capitalized in exploration and evaluation assets
and re-invoiced
Employee benefits expense

2017
$
[000s]

2016
$
[000s]

965
3,615
4,580

1,272
2,154
3,426

162

—

4,610

3,426

2017
$
[000s]

2016
$
[000s]

3,595
20
3,615

2,154
—
2,154

Share-based compensation is broken down as follows:

Consolidated statements of loss
Exploration and evaluation assets
Total

24. LOSS PER SHARE
Basic loss per share is calculated by dividing net loss for the fiscal year by the weighted average
number of common shares outstanding during the period. In calculating diluted loss per share for
the years ended December 31, 2017 and 2016, potential common shares, such as certain options and
warrants, were not included as they would have the effect of decreasing the loss per share, which
would be antidilutive.
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Both basic and diluted loss per share have been calculated using net loss attributable to the entity
holders of the Company for the period as the numerator, therefore no adjustment to loss was
necessary.

2017

2016

$(8,825)

$(14,002)

37,312,304
—
37,312,304

15,565,045
²
15,565,045

$(0.237)
$(0.237)

$(0.900)
$(0.900)

Net loss attributable to entity holders of the Company
(in thousand Canadian dollars)
Weighted average number of shares ± basic¹
Dilutive effect of warrants and options
Weighted average number of diluted shares¹
Basic net loss per share¹
Diluted net loss per share¹

¹2017 weighted average number of shares and loss per share are calculated on a post-Consolidation
basis.

25. RELATED PARTY TRANSACTIONS
7KH &RPSDQ\¶V UHODWHG SDUWLHV LQFOXGH RWKHU related parties and key management personnel, as
described below.

Transactions with key management personnel
Key management personnel compensation includes the following expenses:
2017
$
[000s]
Short-term employee benefits:
Salaries and employee benefits
Director fees
Total
short-term
employee
benefits
Fees
Share-based compensation
Total compensation

2016
$
[000s]

520
35

511
²

555
63
450
1,068

511
210
1,540
2,261
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During the years ended December 31, 2017 and 2016, no options granted under the stock option
plan were exercised by key management personnel of the Company.

Related companies and other parties
Transactions were carried out:
With a company in which a director is a majority shareholder:

Comprehensive loss:
Other expenses

2017
$
[000s]

2016
$
[000s]

4

²

These transactions were in the normal course of business and measured at the exchange amount,
which is the amount of consideration established and agreed to by the related parties.

26. CAPITAL MANAGEMENT
7KH&RPSDQ\¶VFDSLWDOPDQDJHPHQWREMHFWLYHVDUHWRHQVXUHWKH&RPSDQ\¶VDELOLW\WRSXUVXHLWV
development and H[SORUDWLRQ DFWLYLWLHV 7KH &RPSDQ\¶V FDSLWDO FRQVLVWV RI VKDUH FDSLWDO
Management regularly reviews its capital management policy on a going concern basis and believes
WKDWWKLVLVDUHDVRQDEOHDSSURDFKFRQVLGHULQJWKH&RPSDQ\¶VVL]H
The &RPSDQ\¶VILQDQFLDOVWUDWHJ\LVGHYHORSHGDQGDGDSWHGDFFRUGLQJWRPDUNHWFRQGLWLRQVLQRUGHU
to maintain a flexible capital structure in compliance with the aforementioned objectives and to
respond to the risk characteristics of the underlying assets. In order to maintain or adjust its capital
structure, the Company may issue new shares, additional debt facilities and/or consider strategic
alliances including joint venture partners.
There were no material changes to the &RPSDQ\¶V FDSLWDO PDQDJHPHQW SROLFLHV GXULQJ WKH \HDU
ended December 31, 2017.

27. FINANCIAL INSTRUMENTS
Financial assets and financial liabilities are measured at fair value or amortized cost. The
classification of financial instruments as well as their carrying amounts and fair values are presented
in the table below:
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December 31, 2017
Fair value
Other
through profit Loans and financial
or loss
receivables liabilities
$
$
$

[000s]
Financial asset
Cash and cash equivalents1
Restricted cash equivalents
Receivables2

[000s]

[000s]

—
—
885
885

—
—
—
—

21,238
630
885
22,753

—
—
—
—
—
—

—
—
—
—
—
—

2,210
294
14
25
7,836
10,379

2,210
294
14
25
7,836
10,379

December 31, 2016
Fair value
Other
through profit Loans and financial
or loss
receivables liabilities
$
$
$

[000s]

Financial liability
Trade and other payables
Bank borrowings
Promissory notes
Convertible loan

[000s]

21,238
630
—
21,868

Financial liability
Trade and other payables
3DUWQHUV¶VKDUHLQVHFXULW\GHSRVLWV
Bank borrowings
Promissory notes
Deferred account payables

Financial asset
Cash and cash equivalents1
Restricted cash and cash equivalent
Receivables2
Conversion right [note 17]

Total
carrying
amount
$

[000s]

[000s]

Total
carrying
amount
$

[000s]

197
68
²
2,429
2,694

²
²
²
²
²

²
²
²
²
²

197
68
²
2,429
2,694

²
—
—
—
—

²
—
—
—
—

15,447
3,200
2,129
6,297
27,073

15,447
3,200
2,129
6,297
27,073

1

Fair value of cash and cash equivalents is equal to the carrying amount.

2

Excluding tax credits and commodity taxes as these amounts do not represent a contractual right to receive an amount.
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Risk management policy
7KH &RPSDQ\¶V ILQDQFLDO DVVHWV DQG OLDELOLWLHV H[SRVH LW WR YDULRXV ULVNV 7KHIROORZLQJ DQDO\VLV
provides an assessment of those risks as at the statement of financial position date of
December 31, 2017.

Credit risk
The assets that give rise to potential credit risk exposure for the Company consist primarily of cash
and cash equivalents, receivables and security deposits. Cash and cash equivalents are held with or
are issued by established Canadian financial institutions, whereas the security deposits are held by
the Government of Québec. Receivables primarily consist of amounts receivables in relation to
commodity taxes or from Government of Quebec subsidiaries. Management considers the risk of
non-collection to be low.

Liquidity and funding risk
Liquidity and funding risk is the risk that the Company may be unable to obtain sufficient cash or
its equivalent in a timely and cost effective manner to meet its commitments as they become due.
7KH &RPSDQ\¶V REMHFWLYH LQ PDQaging liquidity risk is to maintain sufficient readily available
reserves in order to meet its liquidity requirements as they become due. The Company manages its
capital structure, being its share capital and debt facilities, and makes adjustments to it based on the
funds available to the Company, in order to support future business opportunities. The Company
manages the capital structure and makes adjustments in light of changes in economic and market
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital
structure, the Company may issue new shares, additional debt facilities and/or consider strategic
alliances including joint venture partners. To date, the Company has funded its share of
commitments from existing cash balances, equity raises and through the issuance of the Goldboro
Land Mortgage, promissory notes and convertible loan.
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The tables below show the maturities of financial liabilities:

December 31, 2017

Trade and other payables
3DUWQHUV¶VKDUHLQVHFXULW\
deposits
Bank borrowings
Promissory notes
Deferred account payables

Current
portion
$

Due in
1 to 3 years
$

Due in 4 to
5 years
$

Due in
more
than 5
years
$

[000s]

[000s]

[000s]

[000s]

Total
$

[000s]

2,210

—

—

—

2,210

—
7
25
7,836
10,078

—
7
²
²
7

—
—
²
²
—

294
—
²
²
294

294
14
25
7,836
10,379

December 31, 2016

Trade and other payables
Bank borrowings
Promissory notes
Convertible loan

Current
portion
$

Due in
1 to 3 years
$

Due in 4 to
5 years
$

Due in
more
than 5
years
$

[000s]

[000s]

[000s]

[000s]

15,447
3,200
2,129
6,297
27,073

²
²
²
²
²

²
²
²
²
²

²
²
²
²
²

Total
$

[000s]
15,447
3,200
2,129
6,297
27,073
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Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market conditions. Market risk comprises three types of risk: interest rate risk,
currency risk and other price risk.

Interest rate risk
The Company is exposed to fair value risk through interest rate risk on its fixed-rate financial
instruments.

Currency risk
The Company is also exposed to fluctuations in foreign exchange rates as certain accounts payable
and accrued liabilities and commitments [note 11] are US dollar, UK pound sterling and Euro
denominated. If the Canadian dollar was to change by one percent against the various currency
exposures, the impact to the foreign exchange gain or loss would have been approximately $68,000.
To date, the Company has not entered into any foreign currency transactions or financial instruments
to manage currency risks.

Price risk
While the Company is still in a pre-development phase, it is not directly subject to fluctuations in
commodity prices. However, fluctuations in commodity prices, specifically the price of LNG and
the price of the North American gas supply, have a VLJQLILFDQW LPSDFW RQ WKH &RPSDQ\¶V ILQDO
investment decision for the LNG project. These commodity prices also have a significant impact on
WKH&RPSDQ\¶VDELOLW\WRDWWUDFWWKHQHFHVVDU\LQYHVWPHQWWRXOWLPDWHO\FRQVWUXFWWKH/1*SURMHFW
As the Company advances toward a final investment decision for the LNG project and pursues the
required financing it will evaluate a number of options to potentially manage this risk.
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28. COMMITMENTS
Under the terms of exploration licences granted by the Ministère des Ressources naturelles et de la
Faune du Québec, the Company is committed to pay fees in the amount of $2,922,000 by 2026.
The minimum payments required in the next five years are as follows:
2018

2019

2020

2021

2022

$

$

$

$

$

[000s]

[000s]

[000s]

[000s]

[000s]

136

177

489

526

136

The adoption of Bill 18 in Québec suspends some of these statutory work obligations for up to three
years while at the same time extending the validity of all the licences for the same period. In June
2014, this period was extended until an act on hydrocarbons is tabled. On December 9, 2016, Bill
106, Act to implement the 2030 Energy Policy and to amend various legislative provisions, was
adopted. However, as of the date of these financial statements, Bill 106 and its underlying
regulations have not yet come into force. As a result, even though the obligation pertaining to the
performance of statutory work remains suspended, the Company may still continue its exploration
operations.

29. CONTINGENCIES
Financing
The Company was financed in part by the issue of flow-through shares. However, although it has
taken all the necessary measures in this regard, there is no guarantee that the funds spent by
the Company regarding these shares will be deemed eligible by tax authorities in the event of an
audit. Refusal of certain expenses by the tax authorities would have a negative tax impact for
investors. Before amalgamation, during the fiscal year ended December 31, 2017, Petrolia received
$940,000 in private placements following the issuance of flow-through shares for which it
renounced to related tax deduction. The eligible expenses are to be incurred no later than
December 31, 2018.
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Environment
The &RPSDQ\¶V RSHUDWLRQV DUH UHJXODWHG E\ JRYHUQPHQWDO ODZV UHODWLQJ WR HQYLURQPHQWDO
protection. Environmental consequences are difficult to predict, whether in terms of their outcomes,
WLPLQJRULPSDFW&XUUHQWO\WRWKHEHVWRIPDQDJHPHQW¶VNQRZOHGJHWhe Company is operating in
compliance with current legislation.

Litigation
The Company is subject to certain legal disputes in the normal course of business. Management
believes that the Company has set aside sufficient provisions to cover potential losses in relation to
such litigation.

Provision for contingent liability
The following table presents the reconciliation of the provision for contingent liability:
2017
$
[000s]
Balance, beginning of year
Business combination
Change in provision
Balance, end of year

²
700
(117)
583

2016
$
[000s]
²
²
²
²

The Company was financed in part by the issuance of flow-through shares. As at December, 2017,
the balance of eligible expenses to be incurred amounted to $940,000 by December 31, 2018. An
amount of $895,000 was to be incurred by December 31, 2017 but the Company has not received
the necessary permits from the Government of Quebec for completing sufficient Canadian
exploration and evaluation expenses to fully meet its undertaking to the subscribers of flow-through
shares issued in 2016. Accordingly, the Company has recorded a provision of $700,000 through the
business combination and then adjusted the amount to $583,000 relating to potential penalties
relating thereto. If the Company receives the necessary permit from the government to execute the
planned exploration work, it expects to meet its obligation regarding expenses to be incurred before
December 31, 2018.
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30. SUPPLEMENTAL CASH FLOW INFORMATION
Reconciliation of the increase in exploration and evaluation costs, net of
recovered amounts:
2017

2016

$

$

[000]

[000]

Additions to exploration costs

209

²

Non-cash acquisition
Depreciation of property, plant and equipment
Share-based compensation
Amortization of deferred lease inducements

(15)
(16)
1

²
²
²

2

²

181

²

Change in non-cash working capital items
Increase in net exploration and evaluation costs, net of
recovered amounts

Other information:
2017
$

[000]
Interests paid
Interests received

1,005
64
2017
$

[000]
Cash
Less: Restricted cash equivalents

21,868
(630)
21,238

2016
$

[000]
88
²
2016
$

[000]
265
(68)
197
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31. COMPARATIVE FIGURES
Certain 2016 comparative figures have been reclassified to conform with the financial statements
presentation adopted for 2017.
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ADMINISTRATIVE AND OPERATING EXPENSES
For the years ended December 31
Schedule A
2017

2016

$
[000]

$
[000]

Administrative expenses
Share-based compensation

160

543

Salaries and employee benefits

462

558

38

—

Board of Directors fees
Travel
Professional services
Depreciation of property, plant and equipment

10
237

5

—

146

2

1 064

1 350

(1)
1 063

—
1 350

Other expenses
Total administrative expenses before re-invoicing of expenses
Re-invoicing of expenses

9
244

Schedule B
2017

2016

$
[000]

$
[000]

Operating expenses
Engineering and consulting
Environmental review
Share-based compensation
Salaries and employee benefits
Travel
Professional services
Depreciation of property, plant and equipment
Other expenses
Total operating expenses before re-invoicing of expenses and
transfer to exploration and evaluation assets
1

Re-invoicing of expenses
Transfer to exploration and evaluation assets

1

945

9 486

38

195

3 455

1 590

503

1 087

69

87

6

218

15
199

7
190

5 230
(33)
(178)
5 019

12 860
—
—
12 860

Re-invoiced expenses consist of salaries and employee benefits.
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FINANCIAL INCOME AND EXPENSES
For the years ended December 31

Schedule C
2017

2016

$
[000]

$
[000]

Financial income and expenses
Interest income
Bank charges
Interest expense
Accretion expense
Loss on conversion right
Penalties on flow-through shares
Loss (gain) on foreign exchange

(71)
21
844
398
2 257
(117)
(157)
3 175

—
6
977
552
(659)
—
(1 123)
(247)
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[Expressed in Canadian dollars]

Pieridae Energy Limited
December 31, 2016, 2015 and 2014

Independent Auditors’ Report

To the Directors of
Pieridae Energy Limited
We have audited the accompanying consolidated financial statements of Pieridae Energy Limited, which
comprise the consolidated statements of financial position as at December 31, 2016 and 2015, and the
consolidated statements of comprehensive loss, changes in equity and cash flows for each of the years in the
three year period ended December 31, 2016, and a summary of significant accounting policies and other
explanatory information.
Management’s responsibility for the consolidated financial statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
Auditors’ responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and plan and perform the audits to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the entity’s preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of
the consolidated financial statements.
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis
for our audit opinion.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Pieridae Energy Limited as at December 31, 2016 and 2015, and its financial performance and its cash flows for
each of the years in the three year period ended December 31, 2016 in accordance with International Financial
Reporting Standards.

9e]eZ]jÕjeg^=jfklQgmf_?dgZYdDaeal]\

–2–

Emphasis of matter
Without qualifying our opinion, we draw attention to Note 1 in the consolidated financial statements, which indicates
that Pieridae Energy Limited incurred a net loss of $14,088,000 during the year ended December 31, 2016 and as
of that date, the Company’s current liabilities exceeded its total assets by $24,260,000. These conditions, along
with other matters as set forth in Note 1, indicate the existence of material uncertainties that may cast significant
doubt about Pieridae Energy Limited’s ability to continue as a going concern.

Calgary, Canada
May 1, 2017

9e]eZ]jÕjeg^=jfklQgmf_?dgZYdDaeal]\

Pieridae Energy Limited

Consolidated statements of financial position
[Expressed in thousands of Canadian dollars]

As at December 31
2016

2015

$

$

Assets
Current
Cash and cash equivalents
Restricted cash [note 6]
Other current assets
Conversion right [note 7 [a] and 11]
Total current assets
Investments in associates [note 3]
Property, plant and equipment, net [note 4]

197
68
119
2,429
2,813

4,499
107
873
927
6,406

3,854
3,361
10,028

3,980
3,368
13,754

15,447
2,129
3,200
6,297
27,073

11,486
—
3,200
6,487
21,173

44,668
5,896
(68,808)
1,287
(16,957)
(88)
(17,045)
10,028

43,918
2,397
(54,806)
1,125
(7,366)
(53)
(7,419)
13,754

Liabilities and shareholders' deficiency
Current
Accounts payable and accrued liabilities
Promissory notes [note 5 and 11]
Goldboro land mortgage [note 6]
Convertible loan [note 7 [b] and 11]
Total current liabilities
Shareholders’ deficiency
Share capital [note 8]
Contributed surplus
Deficit
Accumulated other comprehensive income
Equity attributable to equity holders of the Company
Non-controlling interest [note 9]
Total shareholders' deficiency
Commitments and contingencies [note 14]

See accompanying notes
On behalf of the Board:
Director

Director

Pieridae Energy Limited

Consolidated statements of comprehensive loss
[Expressed in thousands of Canadian dollars]

Years ended December 31
2016

2015

2014

$

$

$

Expenses
Terminal development [note 15]
Employee benefits
Professional fees
Travel
Depreciation of property, plant and equipment
Loss before the following

10,236
3,426
444
97
7
14,210

30,612
2,189
1,162
301
7
34,271

12,553
282
184
147
7
13,173

113
42
78
554
787

104
—
91
165
360

Other expenses
Share of associates’ loss [note 3]
Loss (gain) on conversion right [note 7[a]]
Interest expense [note 12]
Foreign exchange loss (gain)

125
(659)
1,535
(1,123)
(122)

Loss before income taxes
Income tax recovery (expense) [note 13]
Net loss for the year

14,088
—
14,088

35,058
—
35,058

13,533
—
13,533

Other comprehensive income to be reclassified to profit or
loss in subsequent years
Exchange differences on translation of foreign operations
Total comprehensive loss for the year

(162)
13,926

(109)
34,949

(711)
12,822

14,002
86
14,088

34,613
336
34,949

12,691
131
12,822

0.90

2.26

0.97

Attributable to
Equity holders of the Company
Non-controlling interest [note 9]

Net loss per share attributable to equity holders of the Company
Basic and diluted
See accompanying notes

See accompanying notes

Balance as at December 31, 2013
Share issuances
Non-controlling interest [notes 1&9]
Total comprehensive loss for the year
Balance as at December 31, 2014
Issuances
Share-based compensation [note 8]
Convertible loan issuance [note 7]
Non-controlling interest [note 9]
Total comprehensive loss for the year
Balance as at December 31, 2015
Issuances [note 8]
Conversion of warrants [note 8]
Share-based compensation [note 8]
Convertible loan issuance/extension [note 7]
Non-controlling interest [note 9]
Total comprehensive loss for the year
Balance as at December 31, 2016

Pieridae Energy Limited

15,429
19,689
—
—
35,118
8,800
—
—
—
—
43,918
250
500
—
—
—
—
44,668

Share
capital
—
—
—
—
—
—
—
—
—
—
—
500
(500)
—
—
—
—
—

Warrants
—
—
—
—
—
—
991
1,406
—
—
2,397
—
—
2,154
1,346
—
—
5,897

Contributed
surplus
(6,683)
—
—
(13,402)
(20,085)
—
—
—
—
(34,721)
(54,806)
—
—
—
—
—
(14,002)
(68,808)

Deficit
305
—
—
711
1,016
—
—
—
—
109
1,125
—
—
—
—
—
162
1,287

Foreign currency
translation
reserve

Attributable to equity holders of the Company

[Expressed in thousands of Canadian dollars]

Consolidated statements of changes in equity

9,051
19,689
—
(12,691)
16,049
8,800
991
1,406
—
(34,613)
(7,367)
750
—
2,154
1,346
—
(13,840)
(16,957)

Total

—
—
218
(131)
87
—
—
—
196
(336)
(53)
—
—
—
—
51
(86)
(88)

Non- controlling
interest

9,051
19,689
218
(12,822)
16,136
8,800
991
1,406
196
(34,949)
(7,420)
750
—
2,154
1,346
51
(13,926)
(17,045)

Total
shareholders’
deficiency

Pieridae Energy Limited

Consolidated statements of cash flows
[Expressed in thousands of Canadian dollars]

Years ended December 31
2016

2015

2014

$

$

$

Operating activities
Net loss for the year
Adjustments to reconcile net loss for the year to cash
used in operating activities
Share-based compensation [note 8]
Depreciation of property, plant and equipment
Accretion of convertible loan [note 12]
Share of associates’ loss [note 3]
Loss (gain) on conversion right [note 7[a]]
Foreign exchange loss (gain)
Net change in non-cash working capital balances
related to operations
Cash used in operating activities

(14,088)

2,154
7
552
125
(659)
(1,123)
4,715
(8,317)

(35,058)

991
7
55
113
42
554
8,917
(24,379)

(13,533)

—
7
—
104
—
165
1,290
(11,967)

Investing activities
Investments in associates [note 3]
Minority interest
Purchase of property, plant and equipment [note 4]
Cash provided by (used in) investing activities

—
—
—
—

(750)
—
(3,354)
(4,104)

—
288
—
288

250
500
—
39
2,215
—
3,004

8,800
—
3,200
(107)
—
6,679
18,572

19,689
—
—
—
—
—
19,689

(5,313)
4,499
1,011
197

(9,911)
14,468
(58)
4,499

8,010
5,982
476
14,468

Financing activities
Proceeds of share issuance [note 8]
Proceeds of warrant issuance [note 8]
Issuance of Goldboro Land Mortgage [note 6]
(Increase) decrease in restricted cash [note 6]
Issuance of promissory note [note 5]
Issuance of convertible loan [note 7]
Cash provided by financing activities
Net increase (decrease) in cash during the year
Cash and cash equivalents, beginning of year
Net foreign exchange difference
Cash and cash equivalents, end of year
Cash interest paid
See accompanying notes

319

7
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Notes to consolidated financial statements
[Expressed in Canadian dollars, unless stated otherwise]

December 31, 2016, 2015 and 2014

1. Corporate information and basis of presentation
Corporate information
Pieridae Energy Limited [the “Company”] was incorporated on May 29, 2012 under the laws of Canada to invest
in the development of a fully integrated liquefied natural gas [“LNG”] project to be built in Goldboro, Nova Scotia.
The Company is headquartered in Calgary, Alberta.
The consolidated financial statements of the Company as at and for the year ended December 31, 2016 were
authorized for issue in accordance with a resolution of the directors on May 1, 2017.
Basis of presentation and consolidation
The consolidated financial statements and the notes hereto, have been prepared as at and for the years ended
December 31, 2016, 2015 and 2014 in accordance with International Financial Reporting Standards [“IFRS”] as
issued by the International Accounting Standards Board [“IASB”]. All amounts have been presented in Canadian
dollars, unless stated otherwise.
The consolidated financial statements have been prepared on a going concern basis using the historical cost
convention, which contemplates the realization of assets and settlements of liabilities in the normal course of
operations for the foreseeable future. As at December 31, 2016, the Company had current liabilities in excess of
current assets of $24,260,000 and during the year ended December 31, 2016, consistent with the developmental
stage of the organization, had generated a $14,088,000 net loss and $8,870,000 negative cash flow from
operations. These conditions indicate the existence of material uncertainties that may cast significant doubt about
Pieridae Energy Limited’s ability to continue as a going concern. The Company expects to incur further losses in
the development of its business and will require additional debt and equity financing to fund future phases in the
development of its LNG project and associated natural gas assets. These consolidated financial statements do not
reflect adjustments in the carrying value of assets and liabilities, revenue or expenses, nor the statement of financial
position classification that would be necessary if the going concern assumption was not valid; such adjustments
could be material. Refer to note 10, “Financial risk management objectives and policies” and the section within
entitled “Liquidity and funding risk” for a detailed description of the requirements for additional debt and equity
financing.
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Notes to consolidated financial statements
[Expressed in Canadian dollars, unless stated otherwise]

December 31, 2016, 2015 and 2014

The consolidated financial statements include the following entities of the Company:

Pieridae Energy Limited
Pieridae Energy (Canada) Ltd.
Goldboro LNG Limited Partnership
9290834 Canada Ltd.
Pieridae Energy (USA) Ltd.
Goldboro LNG Limited Partnership II
Atlantic Offshore Production Ltd.
Pieridae Offshore Development Limited Partnership
Pieridae Production GP Ltd.
Pieridae Production Limited Partnership

Jurisdiction of
incorporation

% ownership

Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada
Canada

Private shareholders
99%
99%
99%
100%
100%
100%
100%
50%
20% [2014 –16.98%]

On March 13, 2014, the Company, Pieridae Energy (Canada) Ltd. and Uniper Global Commodities Canada Inc.
[“Uniper”], formerly E.ON Climate & Renewables Canada Ltd., entered into an agreement whereby Uniper acquired
a 1% ownership in Goldboro LNG Limited Partnership and Pieridae Energy (Canada) Ltd. for cash consideration
of $288.
Subsidiaries are consolidated from the date of acquisition, being the date on which the Company obtains control,
and continue to be consolidated until the date when such control ceases. The financial statements of the
subsidiaries are prepared for the same reporting period as the parent company, using consistent accounting
policies. All intra-group balances, transactions, unrealized gains and losses resulting from intra-group transactions
and dividends are eliminated in full. When there is a party with a non-controlling interest in a subsidiary that the
Company controls, that non-controlling interest is reflected as “non-controlling interest”.

2. Summary of significant accounting policies
The following is a summary of the significant accounting policies followed by management of the Company in the
preparation of these consolidated financial statements:
Cash and cash equivalents
Cash and cash equivalents in the consolidated statements of financial position comprise cash at banks and on
hand and short-term deposits with a maturity of three months or less.
Restricted cash
Restricted cash in the consolidated statements of financial position comprises of cash held at a bank that is
restricted in use to pay the associated interest on the Company’s debt referenced in note 6.
Investments in associates
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An associate is an entity over which the Company has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but is not control or joint control over
those policies. The considerations made in determining significant influence are similar to those necessary to
determine control over subsidiaries.
The Company’s investments in its associates are accounted for using the equity method. Under the equity method,
the investment in an associate is initially recognized at cost. The carrying amount of the investment is adjusted to
recognize changes in the Company’s share of net assets of the associate since the acquisition date. Goodwill
relating to the associate is included in the carrying amount of the investment and is neither amortized nor
individually tested for impairment.
The consolidated statements of comprehensive loss reflects the Company’s share of the results of operations of
the associate. Unrealized gains and losses resulting from transactions between the Company and the associate
are eliminated to the extent of the interest in the associate. The aggregate of the Company’s share of profit or loss
of an associate is presented in the consolidated statements of comprehensive loss and represents profit or loss
after tax and non-controlling interests in the subsidiaries of the associate. The financial statements of the associate
are prepared for the same reporting period as the Company.
After application of the equity method, the Company determines whether it is necessary to recognize an impairment
loss on its investment in its associate. At each reporting date, the Company determines whether there is objective
evidence that the investment in the associate is impaired. If there is such evidence, the Company calculates the
amount of impairment as the difference between the recoverable amount of the associate and its carrying value,
then recognizes the loss in the consolidated statements of comprehensive loss. Upon loss of significant influence
over the associate, the Company measures and recognizes any retained investment at its fair value. Any difference
between the carrying amount of the associate upon loss of significant influence and the fair value of the retained
investment and proceeds from disposal is recognized in profit or loss.
Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and any accumulated impairment
losses. Cost comprises the purchase price or construction cost and any costs directly attributable to making the
asset capable of operating as intended. Depreciation is provided using the straight-line method over the estimated
useful lives of the various classes of assets and commences when the assets are ready for intended use.
Asset class
Office equipment

Estimated useful life range
5 years

The carrying amount of an item of property, plant and equipment is derecognized on disposal or when no future
economic benefits are expected from its use or disposal. The gain or loss arising from derecognition of property,
plant and equipment is included in the consolidated statements of comprehensive loss when the item is
derecognized.
Each asset’s estimated useful life, residual value and method of depreciation are reviewed and adjusted, if
appropriate, at each year-end.
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Foreign currencies
The Company’s consolidated financial statements are presented in Canadian dollars, which is also the Company’s
functional currency. Transactions in foreign currencies are initially recorded by the Company at their respective
functional currency rates prevailing at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency spot
rate of exchange at the reporting date. Non-monetary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rates as at the dates of initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value
is determined.
On consolidation, the assets and liabilities of foreign operations are translated into Canadian dollars at the rate of
exchange prevailing at the reporting date and their statements of comprehensive loss are translated at exchange
rates prevailing at the dates of the transactions. The exchange differences arising on translation for consolidation
are recognized in other comprehensive income. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is recognized in profit or loss.
Financial assets
Financial assets are initially recorded at fair value and designated upon inception into one of the following
four categories: held-to-maturity, available-for-sale, loans and receivables or at fair value through profit or
loss [“FVTPL”].
Financial assets classified as loans and receivables are measured at amortized cost less impairment. The
Company has classified its other current assets as loans and receivables.
Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses recognized
through earnings. The Company has classified its cash and cash equivalents, restricted cash and conversion
right as FVTPL.
Financial assets classified as held-to-maturity are measured at amortized cost. The Company has no financial
assets classified as held-to-maturity.
Financial assets classified as available-for-sale are measured at fair value with unrealized gains and losses
recognized in other comprehensive income, except for losses in value that are considered other than
temporary. The Company has no financial assets classified as available-for-sale.
Transaction costs associated with FVTPL financial assets are expensed as incurred, while transaction costs
associated with all other financial assets are included in the initial carrying amount of the asset.
Financial liabilities
Financial liabilities within the scope of IAS 39 Financial Instruments: Recognition and Measurement [“IAS 39”] are
classified as FVTPL, loans and borrowings, or as derivatives designated as hedging instruments in an effective
hedge, as appropriate. The Company determines the classification of its financial liabilities at initial recognition. All
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financial liabilities are recognized initially at fair value and, in the case of loans and borrowings, net of directly
attributable transaction costs, and are subsequently measured at amortized cost using the effective interest rate
method.
The Company’s financial liabilities classified as loans and borrowings include accounts payable and accrued
liabilities, the Goldboro Land Mortgage and the convertible loan, which are subsequently measured at amortized
cost.
Derecognition of financial assets and liabilities
Financial assets
A financial asset or, where applicable a part of a financial asset or part of a group of similar financial assets is
derecognized when:
The rights to receive cash flows from the asset have expired; or
The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a “pass-through” arrangement;
and either [a] the Company has transferred substantially all the risks and rewards of the asset, or [b] the
Company has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.
When the Company has transferred its rights to receive cash flows from an asset or has entered into a passthrough arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset
nor transferred control of the asset, a new asset is recognized to the extent of the Company’s continuing
involvement in the asset.
Financial liabilities
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognized in the consolidated statements of comprehensive loss.
Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statements of
financial position if there is a currently enforceable legal right to offset the recognized amounts and there is an
intention to settle on a net basis and to realize the assets and settle the liabilities simultaneously.
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Fair value measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants in the principal or most advantageous market at the reporting date. To estimate the
fair value of its financial instruments, the Company utilizes quoted market prices when available or third-party
models and valuation methodologies, that use observable market data.
The Company categorizes its financial instruments at fair value into one of three levels, depending on the
significance of inputs employed in the measurement:
Level 1 – Quoted prices are available in active markets for identical assets or liabilities as of the reporting
date. Active markets are those in which transactions occur in sufficient frequency and volume to provide
pricing information on an ongoing basis;
Level 2 – Pricing inputs are other than quoted prices in active markets included in Level 1. Prices in Level 2
are either directly or indirectly observable as of the reporting date. Level 2 valuations are based on valuation
models and techniques where the significant inputs are derived from quoted indices.
Level 3 – Valuations in this level are those with inputs for the asset or liability that are not based on observable
market data.
The Company’s cash and cash equivalents, restricted cash, other current assets and accounts payable and
accrued liabilities have fair values that approximate their carrying values due to the short-term nature of these
items. The conversion right and convertible loan are classified as a Level 3 instrument, due to the private nature
of the Company and limited trading in its share capital, and have been valued in this manner.
Current versus non-current classification
An asset (liability) is classified as current when it is expected to be realized (settled) within 12 months after the
consolidated statement of financial position date.
Capitalization of development costs
All costs incurred are expensed until the Company reaches project certainty and the IFRS criteria are met for
capitalization.
Income taxes
The Company follows the liability method of tax allocation in accounting for income taxes. Deferred tax assets and
liabilities are determined based on differences between the financial reporting and tax bases of assets and liabilities
and are measured using the substantively enacted tax rates and laws that will be in effect when the differences
are expected to reverse.
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Share-based payments
The Company has established a Stock Option Plan for the issuance of options to directors, officers, employees
and consultants to purchase common shares of the Company. The vesting period and expiry date for each option
grant is set at the discretion of the Board of Directors. Each vesting tranche is considered a separate award with
its own vesting period. The fair value of each tranche is measured at the grant date using the
Black-Scholes
option pricing model. Compensation costs are recognized over the vesting period for each particular tranche based
on the number of awards expected to vest, with a corresponding increase to contributed surplus. Compensation
costs are treated as general and administrative expenses. The number of option awards expected to vest is
reviewed at each reporting date, with any impact being recognized immediately. The cash proceeds received, net
of any directly attributable transaction costs, together with the amount recorded to contributed surplus are credited
to share capital when the options are exercised.
Segment reporting
The Company reports its operating segments in a manner consistent with the internal reporting provided to the
chief operating decision makers, determined to be the Board of the Directors and the senior executives. The
Company operates within one segment being its Canadian operating segment.
Consolidated statements of cash flows
The Company uses the indirect method to prepare the consolidated statements of cash flows. Cash flows in foreign
currencies are translated at average exchange rates. Exchange rate differences affecting cash items are presented
separately in the consolidated statements of cash flows.
Significant accounting judgments, estimates and assumptions
The preparation of the Company’s consolidated financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenue, expenses, assets and liabilities, and the
disclosure of contingent liabilities, at the reporting date. The estimates, assumptions and judgments made in
relation to the fair value of the conversion right and the convertible loan is subject to measurement uncertainty.
The fair value of the conversion right was measured using the Black-Scholes option pricing model. Measurement
inputs for this valuation include the share price on measurement date, exercise price, expected volatility of the
Company’s share price, expected life of the instrument, expected dividends, the risk-free interest rate, and the
probabilities of conversion. However, uncertainty about these assumptions and estimates could result in outcomes
that could require a material adjustment to the carrying amount of the asset or liability affected in the future.
The estimates and assumptions are based upon experience and various other factors that are believed to be
reasonable under the circumstances and are used to judge the carrying values of assets and liabilities that are not
readily apparent from other sources. The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognized in the period in which the estimates are revised or in the revision
period and future periods if the changed estimates affect both current and future periods.
Recent accounting pronouncements
The IASB has undertaken a three-phase project to replace IAS 39 with IFRS 9 Financial Instruments [“IFRS 9”]. In
November 2009, the IASB issued the first phase of IFRS 9, which details the classification and measurement
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requirements for financial assets. Requirements for financial liabilities were added to the standard in October
2010. The new standard replaces the current multiple classification and measurement models for financial assets
and liabilities with a single model that has only two classification categories: amortized cost and fair value. The
Company is currently assessing the impact of adopting IFRS 9 on its consolidated financial statements.
In November 2013, the IASB issued the third phase of IFRS 9, which details the new general hedge accounting
model. Hedge accounting remains optional and the new model is intended to allow reporters to better reflect risk
management activities in the financial statements and provide more opportunities to apply hedge accounting. The
Company does not employ hedge accounting. IFRS 9 is required to be adopted retrospectively for fiscal years
beginning January 1, 2018, with earlier adoption permitted.
In May 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers [“IFRS 15”], which is effective
from January 1, 2018, with early adoption permitted. The standard provides explicit guidance for multiple element
arrangements and for situations in which there are contract modifications. The adoption of IFRS 15 is not expected
to have a significant impact on the Company’s consolidated financial statements.
In January 2016, the IASB issued IFRS 16 Leases [“IFRS 16”], which replaces the current standard [IAS 17 Leases]
and removes the classification of leases as financing or operating in nature for lessees. As a result, all leases are
effectively treated as finance leases with required recognition on the statement of financial position. Leases with
a term of 12 months or less, and leases of low value items are exempted from this treatment. Lessors may continue
to classify a lease as either finance or operating. IFRS 16 is effective January 1, 2019, with earlier adoption
permitted. The Company is currently evaluating the impact of this standard on its consolidated financial
statements.
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3. Investments in associates
On March 4, 2013, the Company entered into a partnership to establish Pieridae Production LP [the “Partnership”]
and Pieridae Production GP. Pieridae Production LP was formed to develop gas resources in New Brunswick,
Nova Scotia and the Northeast US. The Company as at January 1, 2014 had a 16.98% ownership, and made no
further contributions to the Partnership during 2014. During 2015, the Company invested an additional $750,000,
increasing its ownership to 20%. Under the terms of the Partnership agreement, the Company is entitled to
contribute an additional $14,125,000 to the partnership, prior to any further funding being made by the other
partner, and increasing its ownership in Pieridae Production LP to 50%.
The Company’s interest in Pieridae Production LP and Pieridae Production GP are accounted for using the equity
method in the consolidated financial statements.
$

[000s]
Balance, January 1, 2014
Share of associates’ loss
Balance, December 31, 2014
Contributions
Share of associates’ loss
Balance, December 31, 2015
Share of associates’ loss
Balance, December 31, 2016

3,447
(104)
3,343
750
(113)
3,980
(125)
3,855

Summarized financial statement information of the Partnership is disclosed below:
2016

2015

2014

$

$

$

[000s]
Current assets
Non-current assets
Current liabilities
Net loss for the year

104
20,145
(1,317)
(626)

33
20,125
(599)
(606)

34
20,068
(688)
(610)

The associates have no contingent liabilities or capital commitments as at December 31, 2016 and December 31,
2015; however, under the terms of the operating agreement in place for the Partnership there is an agreed annual
fee of $600,000 to be paid by Pieridae Production LP to the operator.
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4. Property, plant and equipment
Goldboro
Land

Office
equipment

$

$

Total
$

[000s]
Cost
January 1, 2014 and December 31, 2014
Additions [note 6]
December 31, 2015
Additions [note 6]
December 31, 2016
Accumulated depreciation
January 1, 2014
Depreciation
December 31, 2014
Depreciation
December 31, 2015
Depreciation
December 31, 2016
Net book value
December 31, 2014
December 31, 2015
December 31, 2016
5.

—
3,354
3,354
—
3,354

35
—
35
—
35

35
3,354
3,389
—
3,389

—
—
—
—
—
—
—

7
7
14
7
21
7
28

7
7
14
7
21
7
28

—
3,354
3,354

21
14
7

21
3,368
3,361

Promissory notes
$

[000s]
US dollar promissory notes
Issued [US$ 1.1 million]
Foreign exchange loss (gain)
Canadian dollar promissory notes
Balance, December 31, 2016

1,563
(86)
1,477
652
2,129

On January 11, 2016, the Company entered into a promissory note with one of its shareholders for US$1.1
million. The promissory note is unsecured, bears interest at a rate of 10% per annum and is due upon demand.
On May 3, 2016, the Company entered into two promissory notes with two of its shareholders for $300,000.
Subsequently, the Company has entered into further promissory notes with three of its shareholders for a further
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$352,000. The promissory notes are unsecured, bear interest at a rate of 10% per annum and are due upon
demand.

6. Goldboro Land Mortgage
On December 3, 2015, the Company completed the purchase of approximately 107.5 hectares [265.5 acres] of
land from the Municipality of the District of Guysborough [the “Goldboro Land”] for $3.2 million. This property is
located in the Goldboro Industrial Park and will serve as the site for the proposed LNG facility. As part of the
purchase agreement, the Company has the right to sell the land back to the Municipality of the District of
Guysborough at any time prior to March 31, 2019 for the purchase price. The Municipality of the District of
Guysborough also has the right to repurchase the land for the purchase price at any time after December 31, 2018
if the Company has not made its final investment decision on the construction of its LNG project or not received
the necessary regulatory permits to commence construction of the LNG project. The Company capitalized a further
$154,000 of legal and other costs associated with the acquisition of the Goldboro Land.
In connection with this purchase, the Company entered into a $3.2 million loan agreement [the “Goldboro Land
Mortgage”] with the Bank of Nova Scotia in Halifax to finance the purchase. Under the terms of the Goldboro Land
Mortgage, interest is to be paid monthly at a rate equal to the prime lending rate of the Bank of Nova Scotia plus
2.0% per annum. A restricted bank account has been established to fund the interest payable to maturity. The
loan is secured by the Goldboro Land. The Goldboro Land Mortgage matures on August 4, 2017.

7. Convertible loan and conversion right
On November 27, 2015, the Company agreed to a US$5 million loan with one of its shareholders [the “Loan
Agreement”]. Under the terms of the Loan Agreement interest is to be paid at a rate of 10% per annum, with interest
paid at maturity of the loan. Any outstanding amount under the Loan Agreement, including any unpaid interest,
can be converted into common shares of the Company at either the option of the holder, at a conversion price of
$15.00 per share at any time prior to maturity, or at the option of the Company, at a conversion price of $12.50 per
share on the day prior to maturity (the “conversion feature”). The Loan Agreement provides security to the holder
of a floating charge of all of the Company’s right, title, estate and interest in and to all of its present and afteracquired real property. The loan was to mature at the earlier of October 1, 2016, the date the final investment
decision is made by the Company on the Goldboro LNG facilities or if the date there is a change of control of the
Company; however, on September 28, 2016 the Company and shareholder agreed to extend the maturity of the
loan until October 1, 2017. The conversion feature was determined to be a derivative and is required to be
separated from the convertible loan and accounted for at fair value.
As the convertible loan was issued to a related party, the transaction was determined to be made with an owner in
that capacity. Accordingly, the difference between the fair value of the combined convertible loan and conversion
right and the cash consideration was recorded in contributed surplus. When the loan was extended on September
28, 2016, the difference in fair value resultant from the extension was also recorded in contributed surplus.
However, all changes to the estimated fair value of the conversion feature have been recorded in the consolidated
statements of comprehensive loss. The amounts recorded in contributed surplus are as follows:
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2016

2015

2014

$

$

$

[000s]
Cash consideration received
Fair value of conversion feature
Change in fair value attributable extension of loan
agreement
Amount recognized in contributed surplus

—
544

6,679
936

—
—

802
1,346

(6,209)
1,406

—
—

2016

2015

2014

$

$

$

[a] Conversion right

[000s]
Beginning of year
Recognized on issuance
Gain (loss) on change in value of conversion right
Foreign exchange gain
Change in fair value attributable extension of loan
agreement
End of year

927
—
659
42
802
2,429

—
936
(42)
33

—
—
—
—

—
927

—
—

Upon completion of the Loan Agreement, the initial value of the conversion right was calculated utilizing a valuation
method that incorporated both the Black-Scholes valuations of the conversion rights held both by the Company
and holder of the Loan Agreement and the associated estimated probabilities of each conversion right being
exercised. The various assumptions utilized for the calculation of the conversion right are as follows:
As at December 31
Canadian to US dollar conversion rate
Share price
Risk free rate
Expected life
Expected volatility
Probability of holder exercising
Probability of Company exercising

2016

2015

$1.3427
$9.00
0.73%
0.75 years
60%
5%
95%

$1.3840
$12.50
0.62%
0.75 years
60%
25%
75%

Upon completion of the extension of the Loan Agreement, the value of the conversion right was revalued utilizing
the valuation method described above and utilizing the same assumptions except for the expected life, which
was updated for the one-year extension.
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[b] Convertible loan
2016

2015

2014

$

$

$

[000s]
Beginning of year
Recognized on issuance
Accretion
Foreign exchange loss
Extension of Loan Agreement
End of year

6,487
—
552
(197)
(544)
6,297

—
6,209
55
223
—
6,487

—
—
—
—
—
—

Upon completion of the Loan Agreement, the initial value of the convertible loan was calculated as the present
value of the expected future payments, including interest, utilizing an estimated market interest rate for a similar
loan of 20%. The difference between the loan proceeds received by the Company and the present value of the
expected future payments, and the value of the conversion right, was recognized as contributed surplus.
Subsequently, the Company has recognized accretion of the convertible loan and the change in value associated
with the change in the foreign exchange rate of the loan, with these being recorded within the consolidated
statements of comprehensive loss.
Upon completion of the extension of the Loan Agreement, the value of the convertible loan was recalculated as
the present value of the expected future payments, including interest, utilizing an estimated market interest rate
for a similar loan of 20%. The difference between the value of the loan and the present value of the expected future
payments and the difference between the recalculated value of the conversion right and the value of the loan prior
to the extension was recognized as contributed surplus.
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8. Shareholders’ equity (deficiency)
Common shares
As at December 31, 2016, the Company is authorized to issue an unlimited number of common shares. The
common shares are without nominal or par value.
The issued and outstanding common shares of the Company are as follows:
Number of shares
Balance, December 31, 2013
Issued August 29, 2014
Issued September 4, 2014
Issued October 1, 2014
Balance, December 31, 2014
Issued March 19, 2015
Issued December 17, 2015
Balance, December 31, 2015
Issued April 27, 2016
Issued July 1, 2016
Balance, December 31, 2016

12,359,412
1,194,649
401,781
597,760
14,553,602
950,000
20,000
15,523,602
20,000
55,556
15,599,158

$
[000s]
$15,429
10,693
3,616
5,380
$35,118
8,550
250
$43,918
250
500
44,668

On August 29, 2014, the Company closed a private offering of 1,176,853 common shares for an aggregate price
of US$10 million in two tranches of US$5 million, one tranche on August 29, 2014 and the second on October 1,
2014. Total cash received for both tranches totaled $10.8 million.
On August 29, 2014, the Company closed a private offering of 615,556 common shares at a price of $9 per
common share for aggregate cash proceeds of $5.5 million.
On September 4, 2014, the Company closed a private offering of 401,781 common shares at a price of $9 per
common share for aggregate cash proceeds of $3.6 million.
On March 19, 2015, the Company closed a private offering of 950,000 common shares at a price of $9 per common
share for aggregate cash proceeds of $8.6 million.
On December 17, 2015, the Company closed a private offering to an officer of the Company as part of their terms
of employment for 20,000 common shares at a price of $12.50 per common share for aggregate cash proceeds of
$0.25 million.
On April 27, 2016, the Company closed a private offering of 20,000 common shares at a price of $12.50 per
common share for aggregate cash proceeds of $0.25 million.
On May 3, 2016, the Company closed a private offering of $500,000 of warrants to existing shareholders. The
warrants had an automatic conversion date of July 1, 2016, or upon a change of control of the Company if it
occurred prior to that date, at a price equal to either $9.00 per common share or at the price per common shares
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realized from the completion of a private placement prior to July 1, 2016. The warrants were automatically
converted on July 1, 2016 with the issuance of 55,556 common shares.
Stock options
Pursuant to the Stock Option Plan, the Board of Directors may grant options to directors, officers, employees and
other service providers. The aggregate number of shares that may be reserved for issuance pursuant to stock
options may not exceed 10% of the issued and outstanding common shares of the Company on a non-diluted
basis as at the time of granting. Stock options expire not more than five years from the date of grant, or earlier if
the individual ceases to be associated with the Company, and the option vesting period is determined at the
discretion of the Board of Directors when granted. These options are equity settled share-based payment
transactions.
The following tables present the reconciliation of stock options granted:

Number of
options
#

Outstanding, January 1, 2014
Granted during 2014
Outstanding, December 31, 2014
Granted during 2015
Outstanding, December 31, 2015
Granted during 2016
Outstanding, December 31, 2016

Weighted average
exercise price
$

—
605,000
605,000
820,000
1,425,000
200,000
1,625,000

—
1.00
1.00
10.49
6.46
12.50
7.20

The fair value of all options granted, excluding those that vest upon certain performance criteria being met, have
been estimated at the grant date using the Black-Scholes option pricing model and are summarized in the following
table:

Weighted average fair value of stock options granted
Weighted average share price
Risk free interest rate
Expected life
Expected volatility
Dividend per share

2016

2015

$3.08
$9.00
0.68%
3 – 5 years
60%
Nil

$4.39
$10.75
0.40 – 0.80%
3 – 5 years
60%
Nil
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The average expected volatility used to estimate the fair value of options granted was based on volatility for other
private companies in similar early development opportunities. In addition, no estimated forfeiture rate has been
used in the calculation of share-based payment expense. During the year ended December 31, 2016, the
Company recognized $2,133,000 [2015 – $991,000, 2014 – nil] of share-based compensation costs as employee
benefits.
The following table summarizes the stock options outstanding and exercisable under the Stock Option Plan as at
December 31, 2016 and 2015:

Range of
exercise price
$

$0.01 – $0.99
$1.00 – $8.99
$9.00 – $12.49
>$12.50

Range of
exercise price
$

$0.01 – $0.99
$1.00 – $8.99
$9.00 – $12.49
>$12.50

Number of
options
outstanding

20,000
605,000
400,000
600,000

Number of
options
outstanding

20,000
605,000
400,000
400,000

Average
remaining
contractual
life
[years]

4.4
1.1
4.4
4.95
Average
remaining
contractual
life
[years]

4.5
2.1
4.5
4.8

Weighted
average
exercise
price
$

Number of
options
exercisable

$0.01
$1.00
$9.00
$12.50

—
305,000
—
—

Weighted
average
exercise
price
$

Number of
options
exercisable

$0.01
$1.00
$9.00
$12.50

—
305,000
—
—

Average
remaining
contractual
life
[years]

—
1.6
—
—
Average
remaining
contractual
life
[years]

—
2.1
—
—

Weighted
average
exercise
price
$

—
$1.00
—
—
Weighted
average
exercise
price
$

—
$1.00
—
—

9. Non-controlling interest
During 2014, the Company, Pieridae Energy (Canada) Ltd. and Uniper entered into an agreement, whereby Uniper
acquired a 1% ownership in Goldboro LNG Limited Partnership and Pieridae Energy (Canada) Ltd. for total
consideration of $288,000. The 1% ownership is being accounted for as a non-controlling interest. During 2016
and 2015, Uniper contributed a further $51,000 and $196,000 respectively to maintain its 1% ownership.

10.Financial risk management objectives and policies
The Company’s activities expose it to a variety of financial risks, including market and, credit risk and liquidity risk.
Reflecting the current stage of the Company, to invest in the development of a fully integrated LNG project to be
built in Goldboro, Nova Scotia, the Company’s overall risk management program focuses on facilitating the
Company’s growth plans and seeks to minimize potential adverse effects on the Company’s ability to execute its
business plan. Risk management is the responsibility of management and material risks are identified and
monitored by management.
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Market risk
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange
rates and equity or commodity prices. The Company is exposed to interest rate risk to the extent that changes in
market interest rates will impact interest earned on the Company’s cash and cash equivalents and on interest paid
on the Goldboro Land Mortgage. As a result of the Goldboro Land Mortgage, if the market interest rates change
by 1%, the impact on the interest expense is approximately $8,000 [2015 – $22,000] over the remaining term of
the mortgage, including the extension. The Company is also exposed to fluctuations in foreign exchange rates as
certain accounts payable and accrued liabilities and commitments and the convertible loan [note 14] are US dollar,
UK pound sterling and Euro denominated. If the Canadian dollar was to change by one cent against the various
currency exposures, the impact to the foreign exchange gain or loss would have been approximately $111,000
[2015 – $80,000]. To date, the Company has not entered into any foreign currency transactions or financial
instruments to manage these interest rates or currency risks.
While the Company is still in a pre-development phase, it is not directly subject to fluctuations in commodity prices.
However, fluctuations in commodity prices, specifically the price of LNG and the price of the North American gas
supply, have a significant impact on the Company’s final investment decision for the LNG project. These
commodity prices also have a significant impact on the Company’s ability to attract the necessary investment to
ultimately construct the LNG project. As the Company advances toward a final investment decision for the LNG
project and pursues the required financing it will evaluate a number of options to potentially manage this risk.
Credit risk
Credit risk arises from cash and cash equivalents and restricted cash balances held with banks and financial
institutions. The maximum exposure to credit risk is equal to the carrying value of the financial assets. The
Company’s cash and cash equivalents are held at large Canadian chartered banks and invested when appropriate
on short-term interest savings accounts. The Company’s accounts receivable balances relate to input tax credits
associated with the Goods and Service Tax it is required to pay on certain of its expenditures. As a result,
management believes the risk of loss is remote on these balances.
Liquidity and funding risk
Liquidity and funding risk is the risk that the Company may be unable to obtain sufficient cash or its equivalent in
a timely and cost effective manner to meet its commitments as they become due. The Company’s objective in
managing liquidity risk is to maintain sufficient readily available reserves in order to meet its liquidity requirements
as they become due. The Company manages its capital structure, being its share capital and debt facilities
[Goldboro Land Mortgage and convertible loan], and makes adjustments to it based on the funds available to the
Company, in order to support future business opportunities. The Company manages the capital structure and
makes adjustments in light of changes in economic and market conditions and the risk characteristics of the
underlying assets. To maintain or adjust the capital structure, the Company may issue new shares, additional debt
facilities and/or consider strategic alliances including joint venture partners.
To date, the Company has funded its share of commitments from existing cash balances, equity raises and through
the issuance of the Goldboro Land Mortgage and convertible loan.
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As at December 31, 2016, the Company’s anticipated future funding requirements include the funding of its
negative working capital [including the Goldboro Land Mortgage] and its commitments, which are summarized in
note 14, prior to reaching a final investment decision on the development of a fully integrated LNG project. In
general, the Company’s ability to continue operations and to ultimately pursue the development of the LNG project
is dependent on its ability to access additional funding over time. The Company at the date of the consolidated
financial statements has provided notification to certain vendors included in the accounts payable and accrued
liabilities, with which it has significant balances, that payment is pending the completion of an equity financing.

11.Related party transactions
The Company transacts with certain related parties in the normal course of business. Related parties include
shareholders Pieridae Production LP, Pieridae Production GP and the Company’s directors [key management
personnel] who receive a management fee for their services. The Company has identified its directors and officers
as its key management personnel. For the year ended December 31, 2016, the compensation for key management
of the Company and its subsidiaries amounted to $721,240 [2015 – $1,045,000, 2014 í $827,000].
The convertible loan and conversion right issued on November 27, 2015 and described in note 7 were entered into
with a shareholder of the Company.
The promissory notes issued and described in note 5 were with shareholders of the Company.

12.Interest
2016

2015

2014

$

$

$

[000s]
Interest income on cash and cash equivalents
Interest expense on Goldboro Land Mortgage
Interest expense on convertible loan
Accretion on convertible loan
Interest on convertible notes
Interest expense

—
150
664
552
169
1,535

(50)
7
66
55
—
78

(27)
—
—
—
118
91

The interest associated with the Convertible loan has been accrued as at December 31, 2016 and will either be
paid at the maturity date of the loan or converted to common shares.

13.Income taxes
Deferred tax assets are recognized to the extent that the realization of the related benefit through future taxable
profit is probable. The Company did not recognize any deferred tax assets because it is not probable that future
profits will be available against which the Company can utilize the benefits.
As at December 31, 2016, the Company has unrecognized tax losses of $54,839,761 that are available for 18 –
20 years for offsetting against future taxable profits of the companies in which the losses arose.
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14.Commitments and contingencies
The Company is committed for the use of office premises to future minimum payments of $6,000 in 2017 [$138,000
in 2016].

15.Terminal development expenses
Terminal Development Expenses are comprised of third party costs incurred to develop the LNG project. The
following table summarizes significant components of the Company’s terminal development expenses:
2016

2015

2014

$

$

$

[000s]
Engineering
Environmental review
Other
Total

9,822
195
219
10,236

30,037
289
286
30,612

9,541
253
2,759
12,553

16.Subsequent events
In connection with the Goldboro Land Mortgage, on March 20, 2017 the Company and the Bank of Nova Scotia
agreed to extend the maturity of the loan until August 4, 2017.
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NOTES TO THE CONDENSED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS
(UNAUDITED)

For the periods ended June 30, 2018 and 2017

1. INCORPORATION, NATURE OF OPERATIONS, CONDENSED
FINANCIAL INFORMATION AND APPROVAL
Incorporation and nature of business
Pieridae Energy Limited [the ³Company´RU³3LHULGDH´@, was incorporated on May 29, 2012 under
the laws of CanaGDWRLQYHVWLQWKHGHYHORSPHQWRIDIXOO\LQWHJUDWHGOLTXHILHGQDWXUDOJDV>³/1*´@
project to be built in Goldboro, Nova Scotia. The Company is headquartered at 1600-333 7th Avenue
SW, Calgary, Alberta, T2P 2Z1.

Approval date
These condensed interim consolidated financial statements for the six-month period ended June
30, 2018 and 2017 were approved by the Board of Directors on August 28, 2018.

Non-controlling interest
During 2014, the Company, Pieridae Energy (Canada) Ltd. and Uniper entered into an agreement,
whereby Uniper acquired 1% ownership in Goldboro LNG LP and Pieridae Energy (Canada) Ltd.
As at June 30, 2018, the ownership of Uniper was 0.8%.

2. BASIS FOR THE PREPARATION OF CONDENSED INTERIM
CONSOLIDATED FINANCIAL STATEMENTS
These condensed interim consolidated financial statements were prepared in accordance with
applicable IFRS and IAS 34, Interim Financial Reporting, published by the International
Accounting Standards Board (IASB) and set out in the CPA Canada Handbook. The accounting
policies and the methods of computation applied in these condensed interim consolidated financial
statements are the same as those in the most recent annual financial statements. The condensed
interim consolidated financial statements should be read in conjunction with the audited annual
financial statements for the fiscal year ended December 31, 2017, including the notes thereto.
All amounts are expressed in Canadian dollars unless stated otherwise.
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NOTES TO THE CONDENSED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS
(UNAUDITED)

For the periods ended June 30, 2018 and 2017
The consolidated interim financial statements have been prepared on a going concern basis using
the historical cost convention, which contemplates the realization of assets and settlements of
liabilities in the normal course of operations for the foreseeable future. During the six-month period
ended June 30, 2018, consistent with the developmental stage of the organization, the Company had
generated a $5,689,000 net loss and $3,901,000 negative cash flow from operations. These
conditions indicate the existence of material uncertainties that may cast significant doubt about
3LHULGDH(QHUJ\/LPLWHG¶VDELOLW\WRFRQWLQXHDVDJRLQJFRQFHUQ7KH&RPSDQ\H[SHFWVWRLQFXU
further losses in the development of its business and will require additional debt and equity financing
to fund future phases in the development of its LNG project and associated natural gas assets. While
the company has been successful in raising financing in the past, there can be no assurance that it
will be able to do so in the future. These condensed interim consolidated financial statements do not
reflect adjustments in the carrying value of assets and liabilities, revenue or expenses, nor the
statement of financial position classification that would be necessary if the going concern
assumption was not valid; such adjustments could be material.

3. CHANGES IN ACCOUNTING POLICIES
3.1 Standards adopted during the current year
As at January 1, 2018, the Company adopted the following standards:

IFRS 9, Financial Instruments
In July 2014, the IASB issued IFRS 9, Financial Instruments, which makes the following changes
to the recognition of financial instruments:
භ
භ
භ

The classification and measurement approach for financial assets must reflect the business
model with which they are managed and their cash flow characteristics;
Impairment is to be based on the expected credit loss model;
+HGJHDFFRXQWLQJPXVWWDNHLQWRDFFRXQWWKHHQWLW\¶VULVNPDQDJHPHQWSUDFWLFHV

The adoption of this standard KDGQRLPSDFWRQWKH&RPSDQ\¶VFRQVolidated financial statements.
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For the periods ended June 30, 2018 and 2017

IFRS 15, Revenue from Contracts with Customers
In May 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers, which constitutes
a single standard for the recognition of revenue from all contracts with customers, except for
insurance contracts, lease contracts, financial instruments and certain non-monetary exchanges.
This new standard sets out a single, five-step model for recognizing revenues. The adoption of this
standard KDGQRLPSDFWRQWKH&RPSDQ\¶VFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

3.2 Future changes in accounting policies
The standards issued by the IASB, but not yet effective DVDWWKHGDWHRILVVXHRIWKH&RPSDQ\¶V
condensed interim consolidated financial statements is described below.

IFRS 16, Leases
In January 2016, the IASB issued IFRS 16, Leases. This standard provides a single model under
which most leases will be recognized in the statement of financial position.
Certain exemptions will apply for short-term leases and leases of low-value assets. IFRS 16 will be
effective for fiscal years beginning on or after January 1, 2019. The Company is currently assessing
the impact of this new standard on its consolidated financial statements.
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For the periods ended June 30, 2018 and 2017

4. CASH AND CASH EQUIVALENTS
As at
June 30,
2018
$
[000s]

As at
December 31,
2017
$
[000s]

Cash

17,299

21,868

Less: Restricted cash equivalents1

1,130
16,169

630
21,238

790
729
1,519

940
679
1,619

14,650

19,619

Less: Cash and cash equivalents
held for exploration purposes
Flow-through shares2
Bourque project3

Cash and cash equivalents

1

As at June 30, 2018, a portion of cash and cash equivalents, of $630,000, pledged as security for
the performance bonds bear interest at 0.95% maturing on February 1, 2019. The remaining
portion of $500,000 pledged as security for the performance bonds bear interest at 1.90%. Both
instruments are redeemable at any time without penalty.

2

Cash and cash equivalents held for exploration purposes related to flow-through shares represent
the unexpended proceeds of financing related to flow-through shares. According to restrictions
imposed under financing arrangements, the Company must spend these funds on the exploration
of oil and gas properties.

3

Cash and cash equivalents earmarked for future exploration work on the Bourque project represent
the remaining cash as at June 30, 2018 from partner advances which, under the agreements, must
be spent on exploration work related to the Bourque project.

8

NOTES TO THE CONDENSED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS
(UNAUDITED)
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5. ACCOUNTS RECEIVABLE

Hydrocarbons Anticosti LPި
Partner
Commodity taxes
Interest receivable
Other

As at
June 30,
2018
$
[000s]

As at
December 31,
2017
$
[000s]

554
9
301
9
8
881

844
9
207
7
25
1,092

ި3HWUROLD$QWLFRVWLLVWKHRSHUDWRUIRU+\GURFDUEons Anticosti in regards to the exploration work on
Anticosti Island, Quebec. The receivable amount comprises chargebacks of work performed and an
amount of $685,000 to assume the liability related to site restoration [Note 12], net of an amount
received in advance of $144,000. Hydrocarbons Anticosti is owned by Ressources Quebec, a state
company of the Government of Quebec.

6. INTERESTS IN ASSOCIATES
On March 4, 2013, the Company entered into a partnership to establish Pieridae Production LP [the
³3DUWQHUVKLS´@ DQG 3LHULGDH 3URGXFWLRQ *3 3LHULGDH 3URGXFWLRQ /3 ZDV IRUPHG WR GHYHORS JDV
resources in New Brunswick, Nova Scotia and the Northeast US. The Company as at January 1,
2014 had a 16.98% ownership, and made no further contributions to the Partnership during 2014.
During 2015, the Company invested an additional $750,000 increasing its ownership to 20%. Under
the terms of the Partnership agreement, the Company is entitled to contribute an additional
$14,125,000 to the partnership, prior to any further funding being made by the other partner, and
increasing its ownership in Pieridae Production LP to 50%.
7KH&RPSDQ\¶VLQWHUHVWLQ3LHULGDH3URGXFWLRQ/P and Pieridae Production GP are accounted for
using the equity method in the consolidated financial statements.
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For the periods ended June 30, 2018 and 2017

(in thousands Canadian dollars)
Value of the interest as at December 31, 2017

3,734

Share in net loss of associates

(6)

Value of the interest as at June 30, 2018

3,728

Balance as at December 31, 2016

3,854

Share in net loss of associates

(60)

Value of the interest as at June 30, 2017

3,794

The associates have no contingent liabilities or capital commitments as at June 30, 2018; however,
under the terms of the operating agreement in place for the Partnership, there is an agreed annual
fee of $60,000 to be paid by Pieridae Production LP to the operator.
Summarized financial statement information of the Partnership is disclosed below:

Current assets
Non-current assets
Current liabilities

As at
June 30,
2018
$
[000s]

As at
December 31,
2017
$
[000s]

135
20,145
(1,978)

134
20,145
(1,947)

For the six months ended
June 30
2018
2017
$
$
Net loss for the period

(30)

(150)
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For the periods ended June 30, 2018 and 2017

7. PROPERTY, PLANT AND EQUIPMENT

Land
$
[000s]
Cost
Balance as at
December 31, 2017
Additions
Disposals
Balance as at
June 30, 2018

Land
Leasehold
improvements improvements
$
$
[000s]
[000s]

IT, office and
field
Automotive
equipment
equipment
$
$
[000s]
[000s]

Reserves
$
[000s]

Field
offices
$
[000s]

Total
$
[000s]

3,425
—
—

—
493
—

179
—
—

94
—
—

11
—
—

87
—
—

54
—
—

3,850
493
—

3,425

493

179

94

11

87

54

4,343

—
—

—
—

4
10

38
6

1
1

3
8

2
6

48
31

—

—

14

44

2

11

8

79

Net carrying amount as at
December 31, 2017

3,425

—

175

56

10

84

52

3,802

Net carrying amount as at
June 30, 2018

3,425

493

165

50

9

76

46

4,264

Accumulated depreciation
Balance as at
December 31, 2017
Depreciation
Balance as at
June 30, 2018
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For the periods ended June 30, 2018 and 2017

8. EXPLORATION AND EVALUATION ASSETS
Oil and gas properties
As at
December 31,
2017
$
[000s]
Québec
Gastonguay
Gaspésia ± Edgar ± MarcelTremblay
Gaspé1
Bourque project1
Haldimand ± Tar Point
No. 1 projects1
Matapédia
Total oil and gas properties

Disposals
$
[000s]

Additions
$
[000s]

As at
June 30,
2018
$
[000s]

779

—

28

807

516
566
151

—
—
—

23
25
8

539
591
159

2,638
216
4,866

—
—
—

29
—
113

2,667
216
4,979

Exploration expenses

Québec
Gastonguay
Gaspésia ± Edgar ± MarcelTremblay
Gaspé
Bourque project
Haldimand project
Tar Point project No. 1
Matapédia

As at
December 31,
2017
$
[000s]

Disposals
$
[000s]

Additions
$
[000s]

53

—

—

53

—
—
—
—
—
—
—

8
14
170
120
13
2
327

3,180
2,804
14,013
13,806
4,044
515
38,415

3,172
2,790
13,843
13,686
4,031
513
38,088

As at
June 30,
2018
$
[000s]

1

These properties are subject to royalties should they become productive. As of June 30, 2018, none
of these properties are in production.
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As at
December 31,
2017
$
[000s]
Deductions
Exploration subsidies and partner
contributions:
Gastonguay
Gaspésia ± Edgar ± MarcelTremblay
Gaspé
Bourque project
Haldimand project
Tar Point No. 1 project
Matapédia

Revenue from oil reserve
evaluation:
Gaspé
Haldimand project
Total exploration expenses

Disposals
$
[000s]

As at
June 30,
2018
$
[000s]

Additions
$
[000s]

—

—

—

—

—
—
127
—
—
—
127

—
—
—
—
—
—
—

—
—
23
—
—
—
23

—
—
150
—
—
—
150

—
—
—

—
—
304

—
—
37,961

—
—
38,265

Summary

Oil and gas properties
Exploration expenses
Exploration and evaluation assets

As at
December 31,
2017
$
[000s]

Disposals
$
[000s]

4,866
37,961
42,827

—
—
—

Additions
$
[000s]
113
304
417

As at
June 30,
2018
$
[000s]
4,979
38,265
43,244
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For the periods ended June 30, 2018 and 2017

9. TRADE AND OTHER PAYABLES
As at
June 30,
2018
$
[000s]
Trade payables and accrued liabilities
Salaries, fees, vacation pay and director
fees
Commodity taxes

As at
December 31,
2017
$
[000s]

2,299

1,993

345
11
2,655

217
²
2,210

10. PARTNER ADVANCES FOR PLANNED EXPLORATION WORK
The following table shows the reconciliation of partner advances for planned exploration work on
the Bourque project:

Balance, beginning of period
Business combination
Partner advances
Partner contributions to exploration work carried out
Balance, end of period

As at
June 30,
2018
$
[000s]

As at
December 31,
2017
$
[000s]

679
²
²
(23)
656

²
806
²
(127)
679
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11. FLOW-THROUGH SHARES PREMIUM
The following table shows the reconciliation of the liability related to flow-through shares premium:
As at
June 30,
2018
$
[000s]
Balance, beginning of period
Business combination
Issuance of flow-through shares
Reduction of the liability based on the work carried out
in respect of which the Company has renounced the tax
deductions
Balance, end of year

As at
December 31,
2017
$
[000s]

104
²
²

²
104
²

(16)
88

²
104

12. PROVISIONS
Provision for site restoration
Management calculates the total provision for future site restoration based on the &RPSDQ\¶VQHW
share, on the basis of the interest held in the properties being drilled, of the estimated costs of
abandoning and restoring wells and facilities, and of the estimated timing of future costs to
be incurred.
As at June 30, 2018, the total future estimated amount required to settle obligations related to site
restoration, indexed at 2%, stood at $2,842,000. The total future amount will be discounted using a
weighted average rate of 2.5% over a horizon ranging from 1 to 19 years. The total undiscounted
amount of the estimated cash flows required to settle these obligations was $3,781,000.
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The following table presents the reconciliation of the provision for site restoration:
As at
As at
June 30,
December 31,
2018
2017
$
$
[000s]
[000s]
Balance, beginning of period
Accretion
Change in estimates
Obligation settled
Business combination
Balance, end of period

2,740
26
217
(141)
²
2,842

²
²
²
²
2,740
2,740

Less current portion

(685)
2,157

(610)
2,130

To guarantee the completion of certain site closures, the Company paid security deposits amounting
to $600,000 and letters of guarantee amounting to $630,000 [note 4] were issued by a financial
institution to the Ministère des Ressources naturelles. The performance guarantees must be kept in
effect until the definitive closure of the wells. The partners advanced an amount of $294,000 to
finance their share of the security deposits relating to the Bourque project and that amount is
reported in non-current liabilities as it is will be recovered by the partners once the security deposits
are released by the Ministère des Ressources Naturelles.
The current portion of $685,000 comprises the provision for two wells located on Anticosti Island
and for which the Government of Quebec, through Hydrocarbons Anticosti LP, will assume the
liability. An account receivable for the same amount is recognized in accounts receivable [note 5].
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Provision for contingent liability
The following table presents the reconciliation of the provision for contingent liability:
As at
June 30,
2018
$
[000s]
Balance, beginning of period
Business combination
Change in provision
Balance, end of period

583
²
(55)
528

As at
December 31,
2017
$
[000s]
²
700
(117)
583

The Company was financed in part by the issuance of flow-through shares. The Company had to
incur eligible expenses by December 31, 2017 regarding a financing which closed on October 27,
2016. The Company had not received the necessary permits from the Government of Quebec for
completing sufficient Canadian exploration and evaluation expenses to fully meet its undertaking to
the subscribers of the flow-through shares. Accordingly, the Company has recorded a provision
relating to potential penalties relating thereto. During the first quarter of 2018, the Company paid
$55,000 of those penalties. In March 2018, the Government of Quebec granted an additional delay
which allows the Company until December 31, 2018 to incur the expenses without provincial
penalties. However, the Company hasn¶W UHFHLYHG DQ\ SHUPLW DQG therefore maintained this
provision. If the Company receives the necessary permits from the government to execute the
planned exploration work, it expects to meet its obligation regarding expenses to be incurred before
December 31, 2018.
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13. DEFERRED ACCOUNTS PAYABLE
On July 29, 2017, the Company entered into an agreement with its vendor McDermott (formerly
CB&I UK Limited) whereby the Company agreed to pay GBP 1,837,200 of total amounts due of
GBP 6,352,304. In exchange for the agreed payment, McDermott agreed that the remaining amount
of GBP 4,515,104 (CAD 7,837,000) and an amount of $177,000 due to its Canadian branch, for a
total of $8,014,000, will be paid only if a proceed decision on the LNG project results in the award
of an engineering contract to CB&I or another party. If the project does not proceed, or at any time
Pieridae cancels or abandons the project, the Company has no obligation to pay the remaining
amount. The variation of the deferred accounts payable relates to foreign exchange gain or loss.

14. SHARE CAPITAL
Authorized
Unlimited number of common, participating, voting shares without par value.

Exercise of stock options
During the six-month period ended June 30, 2018, 48,800 stock options were exercised for proceeds
of $140,000.

Registered Retirement Saving Plan
In accordance with its Registered Retirement Savings Plan (RRSP) matching policy, the Company
issued 19,766 common shares to its employees and directors at the price value of $4.90 per share.

Share-based payments
Pursuant to the Stock Option Plan, the Board of Directors may grant options to directors, officers,
employees and other service providers. The aggregate number of shares that may be reserved for
issuance pursuant to stock options may not exceed 10% of the issued and outstanding common
shares of the Company on a non-diluted basis as at the time of granting. Stock options expire not
more than five years from the date of grant, or earlier if the individual ceases to be associated with
the Company. As per the Stock Option Plan adopted on October 24, 2017, with the reverse takeover,
options granted to directors vest immediately and for other participants at the discretion of the Board
of Directors.
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All share-based compensation will be settled in equity. The Company has no legal or constructive
obligation to repurchase or settle the options.
The Company¶s stock options are detailed as follows for the reporting periods presented:

As at
June 30, 2018
Weighted
average
Number of
exercise
options
price

As at
December 31, 2017
Weighted
average
Number of
exercise
options
price

$

$

Outstanding, beginning of period
Business combination
Granted
Exercised
Forfeited

1,835,385
—
1,132,400
(48,800)
(47,081)

4.92
—
5.67
2.87
7.61

3,584,344
641,020
²
(1,348,854)
(1,041,125)

3.27
6.31
²
0.47
10.96

Outstanding, end of period

2,871,904

4.98

1,835,385

4.92

Exercisable

2,071,456

4.93

1,497,756

4.75

The fair value of stock options granted by the Company to directors, officers and key employees in
2018 was determined using the Black-Scholes option pricing model and the following weighted
average assumptions:
2018
Exercise price
Risk-free interest rate
Average expected volatility
Expected life (years)
Expected dividend yield

$5.67
1.98%
69%
3.75
Nil

The weighted fair value of stock options granted during 2018, was $2.70 per option at the grant date.
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The following table provides summary information on the stock options issued and outstanding as
at June 30, 2018:
Outstanding options

Range of
exercise prices
$0.01
$1.98±$4.08
$5.67±$8.04
$11.76
$0.01–$11.76

Number
44,115
1,121,329
1,673,127
33,333
2,871,904

Weighted
average
years to
expiry
2.94
2.94
3.71
0.21
3.35

Exercisable options
Weighted
average
exercise
price
Number
$
44,115
886,799
1,107,209
33,333
2,071,456

$0.01
$3.87
$5.77
$11.76
$4.93

The following table provides summary information on the stock options issued and outstanding as
at December 31, 2017
Outstanding options
Exercisable options
Weighted
average
Weighted
exercise
Range of exercise
price
average years
Number
Number
prices
$
to expiry
<$0.01±$0.45
$1.98±$4.08
$5.67±$8.04
$10.68±$13.68
<$0.01–$13.68

44,115
1,176,377
575,310
39,583
1,835,385

3.44
3.44
3.29
0.62
3.33

44,115
838,748
575,310
39,583
1,497,756

0.01
3.82
5.95
12.06
4.75

15. LOSS PER SHARE
Basic loss per share is calculated by dividing loss for the period by the weighted average number of
common shares outstanding during the period. In calculating diluted loss per share for the periods
ended June 30, 2018 and 2017, potential common shares, such as certain options and warrants, were
not included as they would have the effect of decreasing the loss per share, which would be
antidilutive.
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Both basic and diluted loss per share have been calculated using net loss for the period as the
numerator, therefore no adjustment to loss was necessary. The weighted average number of common
shares outstanding is increased by the weighted average number of additional common shares that
would have been outstanding had all the potentially dilutive shares been converted.
Weighted average number of shares and loss per share are calculated on a post-consolidation basis.
For the three months ended
June 30,
2018
2017¹
Net loss attributable to equity holders
(in thousands Canadian dollars)
Weighted average number of shares ±
basic
Dilutive effect of warrants and options
Weighted average number of diluted
shares

$(2,711)

$(1,572)

For the six months ended
June 30,
2018
2017¹

$(3,630)

$(5,653)

50,526,477
—

34,407,886
²

50,514,555
—

34,407,886
²

50,526,477

34,407,886

50,514,555

34,407,886

$(0.05)

$(0.05)

$(0.11)

$(0.11)

Net loss per share attributable to the
shareholders ± basic and diluted

¹ Weighted average number of shares and loss per share, on a pre-consolidation basis, were
15,599,158 and $(0.10) respectively for the three-month period ended June 30, 2017 and 15,599,158
and $(0.23) respectively for the six-month period ended June 31, 2017.

16. RELATED PARTY TRANSACTIONS
The &RPSDQ\¶V UHODWHG SDUWLHV LQFOXGH RWKHU UHODWHG SDUWLHV DQG NH\ PDQDJHPHQW SHUVRQQHO DV
described below.
None of the transactions involve special terms or conditions and no guarantees were given or
received. Outstanding balances are usually settled in cash or shares.
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Transactions with key management personnel
Key management personnel compensation includes the following expenses: As at
For the six months ended
June 30,
2018
2017
$
$
Short-term employee benefits:
Salaries and employee benefits
Director fees
Total short-term employee benefits
Fees
Share-based compensation
Total compensation

665
196
861
52
1,680
2,593

201
²
201
²
²
201

During the periods ended June 30, 2018 and 2017, no options granted under the stock option plan
were exercised by key management personnel of the Company.

17. FINANCIAL INSTRUMENTS
Financial assets and financial liabilities are measured at fair value or amortized cost. The
classification of financial instruments, as well as their carrying amounts and fair values, are
presented in the table below:
As at June 30,
2018
Amortized cost
$

[000s]
Financial assets
Cash and cash equivalents1
Restricted cash equivalents
Accounts receivable2

16,169
1,130
580
17,879
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As at June 30,
2018
Amortized cost
$

[000s]
Financial liabilities
Trade and other payables
3DUWQHUV¶VKDUHLQVHFXULW\GHSRVLWV
Bank borrowings
Deferred accounts payable

2,655
294
10
8,014
10,973
As at
December 31,
2017
Amortized cost
$

[000s]
Financial assets
Cash and cash equivalents1
Restricted cash equivalents
Accounts receivable2

Financial liabilities
Trade and other payables
3DUWQHUV¶VKDUHLQVHFXULW\GHSRVLWV
Bank borrowings
Promissory notes
Deferred accounts payable

21,238
630
885
22,753

2,210
294
14
25
7,836
10,379

1

Fair value of cash and cash equivalents is equal to the carrying amount.

2

Excluding tax credits and commodity taxes as these amounts do not represent a contractual right to receive an amount.
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18. CONTINGENCIES
Financing
The Company is financed in part by the issuance of flow-through shares. However, although it has
taken all the necessary measures in this regard, there is no guarantee that the funds spent by
the Company regarding these shares will be deemed eligible by tax authorities in the event of an
audit. Refusal of certain expenses by the tax authorities would have a negative tax impact for
investors. As at June 30, 2018, the balance of eligible expenses to be incurred amounted to $790,000
[December 31, 2017 ± $940,000]. The eligible expenses are to be incurred no later than
December 31, 2018.

Environment
The &RPSDQ\¶V RSHUDWLRQV DUH UHJXODWHG E\ JRYHUQPHQWDO ODZV UHODWLQJ WR HQYLURQPHQWDO
protection. Environmental consequences are difficult to predict, whether in terms of their outcomes,
WLPLQJRULPSDFW&XUUHQWO\WRWKHEHVWRIPDQDJHPHQW¶VNQRZOHGJHWKH Company is operating in
compliance with current legislation.

19.

SUPPLEMENTAL CASH FLOW INFORMATION

Reconciliation of the increase in exploration and evaluation costs, net of
recovered amounts:
For the six months ended
June 30,
2018
2017
$
$
[000]
[000]
Additions to exploration costs, net of recovered
amounts
Non-cash acquisition
Depreciation of property, plant and equipment
Amortization of deferred lease inducements
Stock-based compensation
Change in non-cash working capital items
Increase in exploration and evaluation costs, net of
recovered amounts

—

327
(21)
5
(145)
123

—
—
—
—

289

—
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For the six months ended
June 30,
2018
2017
$
$
[000]
[000]

Other information:
Interest paid
Interest received

568
95

88
—

20. SUBSEQUENT EVENTS
On August 24, the Company and Ikkuma Resources Corp. ³,NNXPD´ announced they have entered
into a definitive agreement dated August 23 WKH³$UUDQJHPHQW$JUHHPHQW´ SURYLGLQJIRU
the acquisition by Pieridae of all of the issued and outstanding shares of Ikkuma to be effected by
way of a plan of arrangement (the ³$UUDQJHPHQW´ XQGHUVHFWLRQ 193 of the Business Corporations
Act (Alberta).
On completion of the Arrangement, each shareholder of Ikkuma will receive, for each common
share of Ikkuma, 0.1926 of a common share of Pieridae and 0.1 of a share of ExploreCo (with
Ikkuma shareholders holding 100% of ExploreCo upon completion of the Arrangement), subject to
AER approval of the transfer of the Crude Oil Properties. If such AER approval is not received by
December 31, 2018, no shares of ExploreCo will be distributed to shareholders of Ikkuma and those
shareholders will not receive any further consideration. The exchange ratio values the shares of
Ikkuma at $0.86 per share (excluding the value of ExploreCo shares), representing a premium of
188% to the closing price of $0.30 per share as of August 23, 2018 of Ikkuma common shares on
the TSX Venture Exchange.
The Boards of Directors of each of Ikkuma and Pieridae have unanimously approved the
Arrangement Agreement, and the Ikkuma Board of Directors, on the recommendation of a
committee of independent directors, has unanimously determined that the Arrangement is in the best
interests of Ikkuma, determined that the Arrangement is fair, from a financial point of view, to the
Ikkuma shareholders and recommends that Ikkuma shareholders vote in favour of the Arrangement.
In addition, all of the directors and officers of Ikkuma and certain shareholders of Ikkuma, including
Alberta Investment Management Corporation, holding, in aggregate, 19% of the issued and
outstanding common shares of Ikkuma have entered into support agreements with Pieridae pursuant
to which they have agreed, among other things, to vote all Ikkuma common shares beneficially
owned or controlled by them in favour of the Arrangement.
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The Arrangement remains subject to customary conditions, including receipt of applicable court,
Ikkuma shareholder and regulatory approvals, and is expected to close in the fourth quarter of 2018.
A copy of the Arrangement Agreement (including the plan of arrangement) will be filed on the
SEDAR profile of both Pieridae and Ikkuma and will be available on www.sedar.com.
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SCHEDULE C
MANAGEMENT’S DISCUSSION AND ANALYSIS OF PIERIDAE

E-C-1

MANAGEMENT’S
DISCUSSION AND
ANALYSIS
FOR THE PERIOD ENDED DECEMBER 31, 2017

This management’s discussion and analysis (“MD&A”) provides a review by management of the financial position and
consolidated results of Pieridae Energy Limited (“Pieridae” or the “Company”) for the year ended December 31, 2017
compared with the year ended December 31, 2016. This MD&A is dated March 15, 2018 and should be read in
conjunction with the audited annual consolidated financial statements and the accompanying notes for the year ended
December 31, 2017 available on the Company’s website, www.pieridaeenergy.com, or on SEDAR, www.sedar.com. The
financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS). The
reporting currency is the Canadian dollar (C$) and all amounts are presented in Canadian dollars.

1. OUR BUSINESS AND MISSION
The Company was formed on October 24, 2017 on the amalgamation of Pieridae Energy Limited and Pétrolia Inc.
pursuant to a plan of arrangement effected pursuant to section 192 of the Canada Business Corporations Act.
Pieridae is a reporting issuer or the equivalent in British Columbia, Alberta and Québec. It is listed on the TSX
Venture Exchange under the symbol PEA.
Pieriade’s mission is to build shareholder value by becoming the first fully integrated independent LNG producer in
Canada. The Company is focused on the development of the Goldboro LNG Facility (as described below) and the
acquisition and development of resource properties for the extraction of natural gas for use as feed gas in the
production of LNG.

2. STRATEGIC OBJECTIVES AND PLANS
Our principal business objective is to make a positive financial investment decision in regard to the Goldboro LNG
Facility by the end of 2018 and, immediately thereafter, to commence the construction of the facility and to
implement its complementary upstream strategy.
The Company intends to develop, construct and operate the Goldboro LNG Facility in the Municipality of the
District of Guysborough, Nova Scotia. It is anticipated that the LNG will be produced from feed gas that is sourced
principally from resource properties acquired, owned and developed by the Company and supplemented, as
required, by the purchase of natural gas from independent producers in Canada and the United States under
medium and long term contracts. The company is also engaged in the exploration and development of its licences
in which it has an interest with the objective to develop said licences as appropriate.
The Company will also procure long-term pipeline transportation capacity on the TransCanada Mainline, the
Maritimes & Northeast Pipeline and inter-connecting pipeline to ensure transportation of the feed gas to the
facility.
The Company ensures that its commercial operations meet the highest safety standards while protecting the
environment.
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3. OVERVIEW OF SIGNIFICANT EVENTS AND HIGHLIGHTS
Goldboro LNG Facility
The Goldboro LNG Facility will consist of an LNG processing facility, storage tanks, power plant, marine works and
related infrastructure. The facility will be located at the Goldboro Industrial Park in Guysborough County, Nova
Scotia. The natural gas supply feeding the facility is to be delivered via the existing Maritimes & Northeast
Pipeline, the terminus of which is located directly adjacent to the facility. The intended markets for the LNG
produced at the Goldboro LNG Facility are Europe, South America and Asia.
The Goldboro LNG Facility will be located approximately two kilometres from the communities of Goldboro in the
west and Drum Head in the east, in Goldboro, Guysborough County, Nova Scotia. Initial permits allow for up to 10
million metric tons per annum (MMTPA) of LNG production capacity and the facility will be equipped to handle
LNG carriers of up to 250,000 m3. The facility has obtained its Environment Assessment Approval, National Energy
Board of Canada LNG export licence, United States Department of Energy LNG Free Trade Agreement and NonFree Trade Agreement licences and United States Department of Energy Statement on Energy in Transit between
Canada and the United States. On December 3, 2015, Pieridae completed the purchase of approximately 107.5
hectares (265.5 acres) of land located in the Goldboro Industrial Park, Nova Scotia which will be the site for the
proposed Goldboro LNG Facility.
The Facility is the only LNG project on the East Coast of Canada that has both key permits for its current stage of
development and a creditworthy offtake customer and Pieridae, along with its strategic partners, namely General
Electric, CB&I, Uniper Global Commodities SE and ORLEN Upstream Canada, a wholly owned subsidiary of Poland’s
PKN ORLEN S.A., is well positioned to become the first LNG liquefaction project to be constructed in Canada.
Focused on the development of the Goldboro LNG Facility, we have embarked on a strategy to consolidate natural
gas reserves in key natural gas basins to develop new international markets for Canadian and possibly U.S. natural
gas. With its first acquisition of resources in New Brunswick and through to our merger with Pétrolia Inc., the
Company seeks to build a long-term portfolio of natural gas to supply the Goldboro LNG Facility. We are the
leading edge of the re-integration of the LNG value chain in North America. The development of our own natural
gas prone properties will allow for a comprehensive risk management strategy. The Company is targeting the next
wave of worldwide LNG production, post 2020, and has sold 50% of the initial capacity of the Goldboro LNG
Facility under a 20 year, take-or-pay contract with Uniper Global Commodities SE, a wholly owned subsidiary of
Uniper SE, one of Europe’s largest gas companies.
On February 27, 2018, Pieridae announced that it has engaged Morgan Stanley & Co, LLC and SG Americas
Securiries, LLC as financial advisors to the Company in procuring up to US $10 billion in equity and project
financing to fund the construction of Goldboro LNG Facility and securing the Company’s mandate to become the
first independently operated integrated LNG project in Canada.
Pieridae forecasts continuing significant growth in international and domestic markets for liquefied natural gas as
consumers look to replace oil with cleaner burning natural gas in the electricity and transportation sectors.
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Business combination with Pétrolia Inc.
The Arrangement
Pieridae was formed on on October 24, 2017 with the completion of the amalgamation of Pieridae Energy Limited
(“Former Pieridae”) and Pétrolia Inc. pursuant to a Plan of Arrangement under Section 192 of the Canada Business
Corporations Act. Each common share in Former Pieridae was exchanged for 2.2057526 shares in Pieridae and
each common share in Pétrolia Inc. after consolidation on a 1 for 12 basis was exchanged for 1 share in Pieridae.
After completion of the Arrangement, Pétrolia shareholders held 18.40%, and Former Pieridae shareholders held
81.60%, of the outstanding common shares of Pieridae.
On November 1, 2017, the Company announced that it satisfied the TSX Venture Exchange Inc. listing conditions
and consequently the Final Exchange Bulletin pertaining to the Arrangement was issued at that date. Effective
November 2, 2017, the common shares or Pieridae of which 49,794,069 were issued and outstanding, commenced
trading on the TSX Venture Exchange and the common shares of Pétrolia Inc. were delisted.
Following closing of the Arrangement, the board of directors of Pieridae (the “Board”) appointed Myron Tétreault
as Chairman of the Board, and proceeded to form: (i) an Audit Committee comprised of Charles Boulanger,
Andrew Judson and Myron Tétreault; (ii) a Governance and Compensation Committee comprised of Matthew
Rees, Alfred Sorensen and Andrew Judson; and (iii) a Reserves, Health, Safety and Environment Committee
comprised of Matthew Rees, Charles Boulanger and Myron Tétreault.
Mr. Alfred Sorensen is the Chief Executive Officer of the Company while Mr. Thomas Dawson is the President,
Business Development, Mr. Martin Bélanger is the President, Operations and Engineering and Mr. Mario Racicot is
the Chief Financial Officer. The Company maintains its current offices in Calgary, Québec City and Halifax.
The Arrangement enabled Pieridae to strategically position itself in the North American equity markets as a
developing fully integrated energy company, from upstream production to the sale of LNG (field to flange).
Pieridae’s proposed Goldboro LNG Facility combined with the resource properties formerly held by Pétrolia Inc.,
constitute an opportunity for investors to participate in the growth and development of Canada’s only integrated
LNG facility holding key permits and approvals for its current stage of development. The combined expertise and
diversification of the two predecessor companies provide Pieridae with the potential for an effective and
sustainable long-term growth plan.

Private placement and convertible loan
On August 25, 2017, Former Pieridae closed a private placement of subscription receipts at a price of $12.50 per
subscription receipt for gross proceeds of $25,651,625, comprising a cash amount of $24,632,500 and $1,019,125
in subscription receipts issued to agents as commission. Furthermore, the full amount of the Pieridaie convertible
loan of US$5,000,000 was converted into Pieridae shares immediately before the closing of the Arrangement. Each
subscription receipt was automatically converted into one Pieridae share immediately prior to the completion of
the Arrangement. Each of these Pieridae shares was exchanged for 2.2057526 shares in Pieridae when the
Arrangement was completed.
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The net proceeds of the private placement will be used to fund certain activities to allow Pieridae to reach the
final investment decision with respect to the Goldboro LNG Facility as well as operational, exploration and working
capital needs.

Bourque project
As of November 23, 2017, Pieridae announced the update of a report prepared by Sproule Associates Limited
(“Sproule”) for its Bourque property. The partners on the Bourque project are Pieridae, Ressources Québec and
Tugliq. Pieridae is the operator of Bourque and majority owner.
This update follows the re-entry drilling of Bourque No. 1 (Bourque HZ No. 1R1) and drilling of a second horizontal
well (Bourque HZ No. 3) on the same site. Upon completion of the drilling of these wells in December 2016, the
Company installed pressure gauges and the wells were shut-in for the winter. In May 2017, these gauges were
recovered with additional production tests conducted in July 2017.
The results of the production tests and sample analyses have been used to assess the best means to put these
2
wells into production. In late August, Sproule received all this new data as well as 66 km of reprocessed 3D
seismic data obtained in 2015. Sproule was then mandated to prepare an update of the evaluation report of the
resource contained within the Bourque project, effective as of September 30, 2017. The final report was delivered
on November 15, 2017.
As of December 30, 2017, the TotalPetroleum Initially-in-Place (“TPIIP”) contained in the Bourque reservoir is
estimated to be at 827 million barrels. This volume is bracketed by estimates made with 90% and 10% certainty
resulting in volumes of 256 million barrels and 1,606 million barrels respectively. These estimates do not account
for the amount of petroleum in place thought to be recoverable nor the economic factors in their eventual
development, both of which may be affected by the completion and production methodologies utilized in the
wells.
The operations on these two wells have established the presence of oil and gas in the reservoir. It has also
revealed that the reservoir is tight and will require some stimulation to allow for economic production.

4. FORWARD-LOOKING STATEMENTS
Certain statements contained in this MD&A are forward-looking statements regarding in particular future events
or anticipated economic results or outlooks or future business opportunities of the Company. All statements other
than statements of historical fact may be considered forward-looking statements. Forward-looking statements
often, but not always, contain words such as “seek,” “anticipate,” “plan,” “continue,” “estimate,” “expect,” “may,”
“will,” “project,” “predict,” “potential,” “target,” “intend,” “understand,”“could,” “might”, “should”, “believe” and
similar expressions.
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The Company is of the view that the expectations set out in these forward-looking statements are reasonable but
makes no warranties that they will materialize. These statements have been made as at the date of this MD&A
and are based on a certain number of assumptions that might prove to be inaccurate, particularly those relating
to:
 The completion and results of the Company’s future work;
 The Company’s capacity to secure financing;
 The positive Final Investment Decision;
 The scale of discoveries or production of hydrocarbons;
 The Company’s ability to secure feed gas;
 The Company’s capacity to sign transportation agreements;
 The schedule and costs of the work planned by the Company and its partners;
 Oil and natural gas prices; and
 Regulatory impacts.
These forward-looking statements involve risks and uncertainties relating in particular to the Company’s activities.
Actual results may differ materially from those stated or implied in these forward-looking statements. The factors
that may cause actual results to differ materially include, but are not limited to, the risk factors described under
the “Risk factors” section in this MD&A, and which represent, according to the Company’s knowledge, the risks
known and unknown as well as the uncertainties facing us as at December 31, 2017.
Investors should not place undue reliance on forward-looking statements, as there can be no assurance that the
plans, intentions or expectations upon which they are based will materialize. Readers are cautioned that the
foregoing list of important factors is not exhaustive. Investors who base their opinion on the Company’s forward
looking statements should carefully consider the above factors as well as the uncertainties they represent and the
risk they entail. Readers are cautioned not to place undue reliance on the Company’s forward-looking statements.
Last, the Company does not intend, and does not assume any obligation, to update these forward-looking
statements, except as required by applicable law.

5. TERRITORIES UNDER LICENCE AND PARTNERSHIPS
Pieridae holds licences for and interests in an area of over 10 117.75 square kilometres (km²), amounting to
nearly 22.7% of Québec’s territory under licence. Located in Eastern Québec, these areas are largely known for
their oil potential. Pieridae’s territories under licence also offer the potential of discovering natural gas possibly
containing liquid natural gas.
There are two partnership agreements covering portions of the Company’s territories under licence:







For the Baie-des-Chaleurs–Matapédia and Ristigouche licences, Pieridae and Saint-Aubin
Énergie S.A.S. (a subsidiary of Maurel & Prom and Maurel & Prom International), each hold a 50%
interest in 13 licences covering an area of over 1,800 km².
The interests in the four Bourque property licences are as follows: Pieridae – 51.03%; TUGLIQ Energy
S.A.R.F. – 3.97%; and Ressources Québec inc. – 45%.
The remaining licence blocks are wholly owned by Pieridae.
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The following map plots the locations of the licences held by Pieridae Energy and its partners.

Pieridae also holds a 20% interest in Pieridae Production LP, which owns certain natural gas resource properties
situated in New Brunswick. Under certain circumstances it is possible for Pieridae to increase this interest to 50%.
However, there is presently a government imposed moratorium on the use of hydraulic fracturing in New
Brunswick which effectively prevents any further exploration and development by Pieridae Production LP
(“PPLP”)of its natural gas resource properties in that province. The other partner in Pieridae Production LP is
ORLEN Upstream Canada Ltd., an affiliate of Polski Koncern Naftowy Orlen Spóųka Akcyjna which is a public
corporation listed on the Warsaw stock exchange and is a major Polish oil refiner and petrol retailer with
operations in Poland as well as the Czech Republic, Germany and the Baltic States.
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6. PROJECTS, WORK PROGRAMS AND OUTLOOK
Goldboro LNG Project
Project outlook
Pieridae carries on its business indirectly, through its several limited partnerships in which it holds an interest as
shown in the diagram below. Pieridae’s Midstream Activities are carried on through its 99% interest in Goldboro
LNG LP while its Upstream Activities in the United States and in New Brunswick are carried on through its 100%
interest in Goldboro LNG LP II and its 20% interest in Pieridae Production LP, respectively.

Pieridae is in the development stage of its Midstream Activities and is in the early acquisition stage of its Upstream
Activities and therefore is not earning revenues from the sale of LNG, natural gas or any other product or service.
Pieridae anticipates that it will produce and procure sufficient natural gas supply, and will secure sufficient
pipeline transportation capacity, to be able to make a positive Financial Investment Decision (“FID”) in relation to
the proposed Goldboro LNG Facility on or before December 31, 2018 and that the construction and commissioning
of the Goldboro LNG Facility will be completed approximately four years thereafter. As of the date of the report,
Pieridae hasn’t yet entered into a natural gas supply agreement for the Goldboro LNG Facility.
The Goldboro LNG Facility will be located on the Atlantic Ocean coast of the Municipality, approximately two
kilometres from the communities of Goldboro in the West, and Drum Head in the East. The Facility will include one
or possibly two liquefaction trains, each with the annual production capacity of approximately 5 MTPA of LNG, a
power plant which will generate the electricity required to produce LNG, two LNG storage tanks as well as marine
structures and a jetty which will be equipped to accommodate two LNG carriers of up to 250,000 m3 of LNG each.

PIERIDAE ENERGY LIMITED

8
MD&A – December 31, 2017

The following are engineering diagrams of the proposed Goldboro LNG Facility:

Goldboro LNG LP contracted CB&I UK Limited and CB&I Canada Limited which have completed the Front End
Engineering and Design (“FEED”) of the Goldboro LNG Facility and Pieridae Energy is now preparing to request the
Class-2 open book cost estimate for the facility and to negotiate an engineering, procurement and construction
contract.
In order to assist Pieridae Energy to secure project financing for the construction of the first train of the Goldboro
LNG Facility, Uniper, on behalf of Goldboro LNG LP, filed a request under the "Untied Finance Credit" program
sponsored by the Federal Republic of Germany, for a preliminary determination of whether such project financing
would qualify for a loan guarantee from the German federal government. The Application was reviewed by both
PriceWaterhouseCoopers Aktiengesellschaft Wirtschaftsprüfungsgesellschaft and Euler Hermes Deutschland A.G.
which confirmed, as the joint representatives of the German government, that, in principle, construction of the
first train of the Goldboro LNG Facility would qualify for a US $3 billion loan guarantee under the Untied Finance
Credit program provided that, among other things, at least 1.5 MTPA of the LNG produced from the first train of
the Goldboro LNG Facility is delivered by Uniper to the Netherlands for regasification and is then transported by
pipeline to the Federal Republic of Germany for consumption in its domestic gas market. Uniper is contractually
obligated, pursuant to the LNG Sale and Purchase Agreement to satisfy this condition at all relevant times.
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Work completed and status update
The major achievements in the development of the Goldboro LNG Project include the following:

1. The confirmation in principle on April 25, 2013 that the project financing that is secured for the
construction of the first train of the Goldboro LNG Facility will qualify for a US $3 billion loan guarantee
from the German federal government provided that, among other things, at least 1.5 MTPA of the LNG
produced from the first train of the Goldboro LNG Facility is delivered by Uniper to the German domestic
gas market. Uniper is contractually obligated to satisfy this condition at all relevant times.

2. The pre-sale of 4.8 MTPA of LNG annually, on a “take or pay” basis to Uniper Global Commodities S.E.,
previously E.ON Global Commodities S.E., ("Uniper"), agreed to on May 31, 2013, for a term of 20 years
commencing at the start of commercial deliveries of LNG. This annual volume of LNG represents
substantially all of the LNG production from one of the two planned liquefaction trains of the Goldboro
LNG Facility
3.

The successful completion of the environmental assessment, by the Minister of the Environment of Nova
Scotia (the "Minister"), of the proposed Goldboro LNG Facility to be located on the Project Site on March
31, 2014 further renewed in August 2015 and October 2017.

4.

The issuance by the US DOE of Order No. 3639 on May 22, 2015 authorizing the annual export, by
pipeline, of up to 292 Bcf of natural gas sourced from the United States to Canada for end use in Canada
or, after liquefaction in Canada, to export, by vessel, the LNG produced from such natural gas to countries
with which the United States has a free-trade agreement. This authorization is for a period of twenty
years commencing on the earlier of date of first export and May 22, 2022.

5. The issuance by the National Energy Board (“NEB”) of Export Licence GL-313 on August 13, 2015
(ultimately approved May 26, 2016) authorizing the export from Canada up to 16.675 billion cubic meters
of natural gas each year for a period of twenty years commencing on the date of first export.
6.

The issuance by the NEB of Import Licence GL-314 on August 13, 2015 (ultimately approved May 26,
2016) authorizing the import to Canada up to 11.845 billion cubic meters of natural gas each year for a
period of twenty years commencing on the date of first import.

7.

The identification of the Project Site and its acquisition on December 3, 2015.

8.

The acquisition of a 20% interest in PPLP in 2015 which owns certain natural gas resource properties
situated in New Brunswick. Under certain circumstances it is possible to increase this interest to 50%.
However, there is presently a government imposed moratorium on the use of hydraulic fracturing in New
Brunswick which effectively prevents any further exploration and development by PPLP of its natural gas
resource properties in that province. The other partner in PPLP is ORLEN Upstream Canada Ltd., an
affiliate of Polski Koncern Naftowy Orlen Spóųka Akcyjna which is a public corporation listed on the
Warsaw stock exchange and is a major Polish oil refiner and petrol retailer with operations in Poland as
well as the Czech Republic, Germany and the Baltic States.
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9.

The issuance by the US DOE of Order No. 3768 on February 5, 2016 authorizing the annual export, using
the capacity of the U.S. portion of the M&N Pipeline that is in service as of February 5, 2016, of up to 292
Bcf natural gas sourced from the United States to Canada for liquefaction in Canada and re-export as LNG
to countries with which the United States does not have a free-trade agreement. This authorization is for
a period of twenty years commencing on the earlier of the date of first commercial re-export and
February 5, 2023. The volume of natural gas that is authorized for export under Order No. 3768 is not
additive to the volume of natural gas that is authorized for export under Order No. 3639.

10. The successful negotiation of a collective agreement on May 3, 2017 affecting 15 of the relevant trade
unions in Nova Scotia which will be relied upon to construct the Goldboro LNG Facility and the issuance
by the Labour Board (Nova Scotia) on July 28, 2017 of order LB-1322 and order LB-1323 declaring that the
collective agreement is a project agreement with effect commencing July 27, 2017 in accordance with
subsection 5(3) of the Construction Project Labour Relations Act (Nova Scotia).
11. The Business Combination with Pétrolia in 2017. Pieridae now owns certain natural gas resource
properties situated in Québec.

Completed Milestones
Project Site Acquisition
On December 3, 2015 Pieridae acquired the beneficial interest in and to the Project Site from the Municipality of
Guysboro in consideration for $3,2 million. The Project Site consists of approximately 107.5 hectares (265.5 acres)
of unimproved land situated within the Goldboro industrial park. The Project Site is a suitable location for the
proposed Goldboro LNG Facility for several reasons including the fact that the Goldboro industrial park is the
origination point of the main line of the Canadian portion of the Maritimes & Northeast Pipeline (the "M&N
Pipeline") as well as the landfall site for the Sable natural gas pipeline. The Project Site also has sheltered access to
the deep water of Isaacs Harbour.
Legal title to the Project Site is held by 9290834 as bare trustee and agent of Pieridae pursuant to a declaration of
bare trust and agency agreement made by 9290834 and Pieridae as of November 4, 2015. Pieridae has the right,
exercisable on sixty (60) days prior notice at any time before March 31, 2019, to require the Municipality to
repurchase the Project Site for $3,2 million on the terms and conditions of a put option registered against title to
the Project Site. In addition, the Municipality has the right, exercisable on sixty (60) days prior notice, to
repurchase the Project Site for $3,2 million on the terms and conditions of a call option registered against title to
the Project Site if Pieridae either: (a) fails to make a final investment decision to proceed with the construction of
the Goldboro LNG Facility on or before December 31, 2018; or (b) fails to obtain all regulatory permits that are
necessary to construct the Goldboro LNG Facility on or before December 31, 2018.
Environmental Assessment
On March 21, 2014, the Minister approved the proposed Goldboro LNG Facility pursuant to section 40 of the
Environment Act (Nova Scotia) and subsection 26(1) of the Environmental Assessment Regulations. The approval is
subject to approximately forty conditions which are described in more detail at:
http://novascotia.ca/nse/ea/goldboro-lng/conditions.pdf.
PIERIDAE ENERGY LIMITED

11
MD&A – December 31, 2017

One of the conditions (condition 1.3) requires that Pieridae commences work on the Goldboro LNG Facility within
two years of the issuance of the approval unless granted a written extension by the Minister. On August 6, 2015,
the Minister issued to Pieridae written confirmation that the deadline to commence work on the Goldboro LNG
Facility is extended to March 21, 2019.
The Canadian Environmental Assessment Agency determined pursuant to paragraph 128(1)(c) of the Canadian
Environmental Assessment Act (Canada) that a federal environmental assessment was not required to be obtained
by Pieridae in relation to the proposed Goldboro LNG Facility.
Environmental Protection
Pieridae is subject to, and to the best of its knowledge is in compliance with, federal, provincial and municipal
environmental legislation in all of its areas of activity. Pieridae recognizes that it must conduct all of its activities in
a manner that both protects and preserves the environment.
Upstream Strategy
On March 4, 2013, Pieridae entered into an agreement with Contact Exploration Inc. (subsequently Kicking Horse
Energy Inc.) to establish Pieridae Production LP (PPLP) in order to acquire and develop natural gas resources in
New Brunswick. As at January 1, 2014, Pieridae, as a limited partner, had a 16.98% interest in PPLP and has made
no further contributions to PPLP during that year. During 2015 Pieridae invested an additional $750,000 in PPLP,
increasing its ownership interest to 20%. Pieridae is entitled to contribute an additional $14,125,000 to PPLP prior
to any further funding by the other partner, and to thereby increase its ownership in PPLP to 50%. In late 2015,
ORLEN Upstream Canada Ltd. acquired Kicking Horse Energy Inc.
There is presently a government imposed moratorium on the use of hydraulic fracturing in New Brunswick which
effectively prevents any further exploration and development by PPLP of its natural gas resource properties in that
province.
On October 24th 2017, Pieridae entered into an agreement with Pétrolia inc., acquiring properties amounting to
nearly 22.7% of Québec’s territory under licence and located in the eastern part of the province.
The LNG Purchase and Sale Agreement
Pieridae Energy and Uniper have entered into an agreement dated May 31, 2013, as amended on February 3, 2016
and June 2, 2017 (the "LNG Sale and Purchase Agreement") which contemplates the sale each year by
Goldboro LNG LP, and the purchase by Uniper on a "take or pay" basis, of 4.8 MTPA of LNG for a term of 20 years
commencing at the start of commercial deliveries of LNG. Title and risk to the LNG will pass from Goldboro LNG LP
to Uniper at the point that the LNG passes from the Goldboro LNG Facility to the customer’s LNG vessel. The price
of LNG is expressed in U.S. dollars and is determined primarily by reference to the prevailing price for natural gas
quoted on a prescribed European index discounted for costs incurred by the customer for the transportation and
regasification of LNG. Under the terms of the LNG Sale and Purchase Agreement, Uniper has the right to terminate
the agreement in accordance with its terms, including in the event Goldboro LNG LP fails to meet certain
milestone deadlines (and such deadlines are not extended as agreed to between Uniper and Goldboro LNG LP).
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Labour Matters
In order to establish a basis for determining the labour component of the construction cost of the Goldboro LNG
Facility and to ensure that the construction of the Facility is not interrupted by a labour dispute, Pieridae Energy
negotiated a project special needs collective agreement (the "Collective Agreement") affecting 15 of the relevant
trade unions in Nova Scotia, of which 13 have signed and ratified the Collective Agreement.
On May 8, 2017 Nova Scotia Construction Labour Relations Association Limited, acting as the bargaining agent of
Goldboro LNG LP, applied to the Labour Board (Nova Scotia) pursuant to subsection 5(1) of the Construction
Project Labour Relations Act (Nova Scotia) for an order declaring the Collective Agreement to be a project
agreement and declaring it to be in effect and thereby binding on all relevant trade unions. This application was
opposed by the Operating Engineers, Local 721 which had applied to the Labour Board (Nova Scotia) under
subsections 14(1) and 15(1) of the Construction Project Labour Relations Act (Nova Scotia) for a hearing to
determine whether or not the Collective Agreement has the requisite approval of 85% of the relevant trade
unions. That hearing was held on July 27, 2017. On July 28, 2017 the Labour Board (Nova Scotia) issued order LB1322 and order LB-1323 declaring that the Collective Agreement is a project agreement and that it is effective
commencing July 27, 2017 in accordance with subsection 5(3) of the Construction Project Labour Relations Act
(Nova Scotia).
Market and Marketing Plans
Goldboro LNG LP has pre-sold substantially all of the LNG production from one of the two liquefaction trains
planned for the Goldboro LNG Facility to Uniper under the LNG Sale and Purchase Agreement for a term of twenty
years commencing at the start of commercial production.
Pieridae is in discussions with potential customers for the pre-sale of the LNG production from the second
liquefaction train planned for the Facility.
Regulatory - Canada
On August 13, 2015 the National Energy Board confirmed its decision, subject to the approval of the Governor in
Council, to issue a licence to Pieridae Energy to:
 Export from Canada up to 16.675 billion cubic meters of natural gas each year for a period of twenty
years commencing on the date of first export ("Export Licence GL-313"); and
 Import to Canada up to 11.845 billion cubic meters of natural gas each year for a period of twenty years
commencing on the date of first import ("Import Licence GL-314").
On May 26, 2016, the Governor in Council approved Export Licence GL-313 and Import Licence GL-314 pursuant to
section 117 of the National Energy Board Act (Canada).
Regulatory - United States
On May 22, 2015, the Department of Energy of the United States (the "US DOE") issued an order ("Order No.
3639") granting Goldboro LNG LP II authorization to export annually, by pipeline, up to 292 Bcf of natural gas
sourced from the United States to Canada for end use in Canada or, after liquefaction in Canada, to export, by
vessel, the LNG produced from such natural gas to countries with which the United States has a free-trade
agreement. This authorization is for a period of twenty years commencing on the earlier of date of first export and
May 22, 2022.
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On February 5, 2016, the US DOE issued an order ("Order No. 3768") granting Pieridae, as the general partner of
Goldboro LNG LP II, authorization to export annually, using the capacity of the U.S. portion of the M&N Pipeline
that is in service as of February 5, 2016, up to 292 Bcf natural gas sourced from the United States to Canada for
liquefaction in Canada and re-export as LNG to countries with which the United States does not have a free-trade
agreement. This authorization is for a period of twenty years commencing on the earlier of the date of first
commercial re-export and February 5, 2023. The volume of natural gas that is authorized for export under Order
No. 3768 is not additive to the volume of natural gas that is authorized for export under Order No. 3639.
The regulatory history of the applications made by Goldboro LNG LP II, including a copy of Order No. 3639 and
Order No. 3768, can be accessed at: https://energy.gov/fe/downloads/pieridae-energy-usa-ltd-fe-dkt-no-14-179lng.
Both Order No. 3639 and Order No. 3768 are subject to certain reporting requirements and other conditions
including the requirement to comply with the US DOE’s Procedures for Change in Control Affecting Applications
and Authorizations to Import or Export Natural Gas (79 FR 65541).
On December 18, 2015 Goldboro LNG LP II applied to the Assistant Secretary for Fossil Energy of the US DOE to
approve the change of control of it occasioned by the acquisition by ORLEN Upstream Canada Ltd. of all of the
issued and outstanding shares in the capital of Kicking Horse Energy Inc. which, at that time, owned (indirectly
through KCK Atlantic Holdings Ltd.) approximately 10,77% of the issued and outstanding shares in the capital of
Pieridae. On November 23, 2016, the US DOE notified Pieridae USA that the request for approval of the change in
control is granted.
On May 21, 2017 Goldboro LNG LP II applied to the Assistant Secretary for Fossil Energy of the US DOE to approve
the change of control of it occasioned by the proposed amalgamation of Pieridae and Pétrolia pursuant to the
Arrangement. This application remains outstanding as of the date of this Information Circular.
On August 30, 2016, the US DOE promulgated the Revised Procedures Affecting Applications and Authorizations
for the In-Transit Movement of Natural Gas (81 FR 59436) which clarify that in-transit shipments of natural gas are
not "imports" or "exports" within the meaning of section 3 of the Natural Gas Act (15 U.S. Code Chapter 15B).
Goldboro LNG LP II intends to rely on, and to comply with, these procedures in respect to possible shipments of
natural gas by pipeline from Western Canada through portions of the United States en route to the Goldboro LNG
Facility. For these purposes an "in-transit" shipment of natural gas includes a shipment of natural gas from Canada
that only temporarily passes through the United States before returning to Canada.

Project Competitive Advantage
Integrated LNG Business Model
Pieridae is currently Canada’s only integrated LNG enterprise holding key permits and approvals for its current
stage of development. Pieridae combines the world-class expertise, experience and assets diversification of two
companies – Pieridae and Pétrolia – which creates a model for effective and sustainable long-term growth. Half of
the initial capacity of the Goldboro LNG Facility is sold under a 20-year, take-or-pay contract with Uniper Global
Commodities SE, a 100% subsidiary of Uniper SE, one of Europe’s most important energy companies. From its first
acquisition of resources in New Brunswick, to its merger with Pétrolia, Pieridae has built an initial long-term
portfolio of natural gas reserves in key natural gas basins in Québec and New Brunswick with plans to increase its
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reserves in the near future. Pieridae’s Goldboro LNG Facility will be North America’s closest mainland LNG export
terminal to Europe. Pieridae’s integrated LNG business model enhances our ability to comprehensively manage
commercial risk.
Long Term Sales Contract
The primary sales contract with Uniper, a German utility, for approximately 5 MMTPA, gives us long term end user
1
market access. This is important as LNG buyers are now signing shorter and smaller contracts.
Financing (UFK)
As part of the agreement with Uniper, Pieridae is expected to receive an untied loan guarantee from Germany for
approximately 3.0 B$ on processing equipment. The low cost of capital and the amount of leverage which can be
achieved represent a significant advantage over competitors. Achieving a debt to equity structure of about 80/20
over the 50/50 of competitors on processing is a huge advantage since Pieridae’s cost of debt could be at
approximately 200 basis points lower than its competitors. All this translates into a cost of conversion of up to a
$1.00/MMbtu lower than an integrated LNG company without such guarantee.
World demand
According to the International Energy Agency, the global energy demand is expected to grow by 30% between
2
2015 and 2040 . Global demand for LNG is predicted to grow from approximately ~175 MMPTA in 2010 to
3
approximately ~375 MMPTA in 2020 and around ~575 MMPTA by 2035 .It is predicted that demand in 2017 will
increase ~9% to 280 MMTPA as China and Emerging markets will drive the demand growth over the next few
years driven by Southeast Asia’s demand. European demand is expected to buoy the global LNG demand from
4
2026 to 2030 .
Excess Supply
Controlling the value chain from feed to transport and liquefaction. Pieridae, as part of its value chain strategy,
plans to acquire stranded and economically constrained reserves and move them to world market prices. This
includes acquisitions and joint ventures to acquire reserves in Canada and the United States. At the moment, there
are multiple producers in Western Canada without a market to export their gas productions, driving the AECO
prices down. Combined to smaller oil and gas business having difficulty to get back on their feet since the 2014
decline in oil prices, Pieridae has the opportunity to acquire feedstock at a good price.
Transport Capacity
The gas supply from a variety of sources for the project will be delivered via existing pipelines to the final
connecting pipeline Maritimes and Northeast Pipeline (M&NP), located directly adjacent to the project site. All of
the Western Canada production would move through the TransCanada mainline with a tolling structure. This
system is under utilized with a current capacity of approximately 6 Bcf/day, but operating at about 2.4 Bcf/day.
TransCanada will also be able to toll separately its capacity starting in 2020, providing significantly discounted tolls.
Starting in 2020, TransCanada will be willing to provide 20 years fixed tolling on the pipeline path.

1

Royal Dutch Shell plc, Shell LNG outlook 2018: Supply Investment Required To Meet Long-Term Demand Growth, Shell interpretation of HIS Markit,
Wood Mackenzie FGE, BNEF and Poten & Partners Q4 2017 Data, page 26.
2
Royal Dutch Shell plc, Shell LNG outlook 2018: External Environment Creating More Opportunities For Gas And LNG, page 5.
3
Royal Dutch Shell plc, Shell LNG outlook 2018: Supply Investment Required To Meet Long-Term Demand Growth, Shell interpretation of HIS Markit,
Wood Mackenzie FGE, BNEF and Poten & Partners Q4 2017 Data, page 24.
4
Todd Kepler, CFA, Pieridae Energy Limited : On Track to Become Canada’s First Major LNG Exporter, Laurentian Bank Securities, Oil and Gas,
January 16, 2018, page 20.
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Delivery
The location of our LNG Facility is another of the essential advantages of the project. The land where the facility
will be built will allow North American gas to be turned into International gas, allowing all targeted markets to be
served within a 6 day baseload and a 14 days or less shipping range.

Planned work for 2018
For 2018, Pieridae will make its Final Investment Decision (“FID”) by the end of the year. To achieve this decision,
Pieridae will secure financing via debt and equity before the FID. It also plans on securing its gas supply,
transportation and sales for 1 and/or 2 trains in the upcoming quarters. The Corporation is working to insure that
it has all the regulatory permits needed and to obtain the approval by the Nova Scotia Energy Board for the First
End Engineering and Design (“FEED”) and make sure that all the other conditions are met.
For the facility, a Class 2 Open-book costs estimate will be completed prior to the FID. This cost estimate
represents a more detailed plan for the construction of the Facility. The Class 2 estimate is necessary to generate a
tender offer and to finalise the lump-sum contract by the engineering firm for the construction of the Goldboro
LNG Facility.

Haldimand project (Gaspé block)
Project background and potential
Discovered in 2006, Haldimand is a conventional deposit located in the York River Formation, which consists of
naturally fractured sandstone. It is located on the Haldimand Peninsula outside the Town of Gaspé, in a forest in
the Sandy Beach area. On October 23, 2017, Pieridae has acquired complete control of the project. Previously, the
Company had a 50% interest with Québénergie inc. holding the other 50%.
Over the years, exploration work has been carried out on the property, including the drilling of Haldimand 1, 2
and 4, three-dimensional seismic, surface geochemical and magnetotelluric surveys, reprocessing of data as well
as well cleaning operations. As at December 31, 2017, Pieridae and its partners have invested over $29 million in
the property. Following the work carried out, Pieridae confirmed the existence of a functional oil reservoir
comprising natural fractures on the Haldimand property. The production test carried out in 2016 on Haldimand 4
allowed the natural production, without artificial aid, of high quality oil (API 53). During this test program, which
included periods of production and stoppage, the well produced nearly 1,200 barrels of light oil without a pump.
This test also allowed the collection of important data on the permeability and porosity of the reservoir.
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As shown in the following table, as of October 31, 2017, an independent assessment by Sproule, an oil industry
consulting firm, calculated the best estimate of the Discovered Petroleum Initially-In-Place (DPIIP), unadjusted for
risk, at 87,9 million barrels and the Unrisked Contingent Ressources at 12,4 million barrels.
Crude (100%)
(millions of barrels)

Discovered Petroleum Initialy-In-Place
(DPIIP)
Contingent Resources

Low estimate

Best estimate

High estimate

13,8

87,9

199,1

1,4

12,4

28,4

Planned work for 2018
Pieridae is working on developing a stimulation program that would allow for optimal production of the
Haldimand reservoir. Once we have completed the analysis and studies of the data collected, we will work on
potential stimulation programs and will file application to obtain all the permits and authorizations necessary to
carry out those programs.

Bourque project
Project background and potential
The Bourque project, which was launched in 2007, is located on the northwestern part of the Gaspé property,
30 km east of Murdochville and 50 km west of the Town of Gaspé. There are four licences related to this property.
The Company’s interest in this project currently amounts to 51.03%, with the interests of Ressources Québec Inc.
and TUGLIQ Energy Corp. in the licences amounting to 45% and 3.97%, respectively.
A number of exploration programs have been carried out in the property in recent years, including a
three-dimensional seismic survey in 2008, the drilling of Bourque 1 and Bourque 2 in 2012, as well as the re-entry
of Bourque 1 and the driling of Bourque 3 in 2016. As at December 31, 2017, Pieridae and its partners have
invested nearly $31 million in the property.
The work made it possible to identify geological prospects in the Forillon Formation for which Sproule estimated,
as of September 30, 2017, the mean volume of Total Petroleum Initially-In-Place, unadjusted for risk, at 827
million barrells of oil.
Pieridae’s share
Total Petroleum Initially-In-Place (100%)
(51.03%)
(Mbbl)

Bourque North
Bourque South
Bourque 2 Region
Total

(Mbbl)

Low
estimate

Best
estimate

High
estimate

Mean
estimate

26
206
24
256

99
647
81
827

199
1,246
161
1,606

50
330
41
422
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Work completed and status update
Following the re-entry of Bourque 1 (Bourque HZ No. 1R1) and the drilling of Bourque 3 (Bourque HZ No. 3) carried
out in fall 2016 pressure gauges were installed and the wells were shut-in for the winter. The pressure data
recorders installed in the two wells in December 2016 were recovered on May 17, 2017.
On July 19, 2017, production tests on the Bourque No. 1 R1 and No. 3 wells were resumed.
The results of the production tests and sample analyses have been used to assess the best means to put these
2
wells into production. In late August, Sproule received all this new data as well as 66 km of reprocessed 3D
seismic data obtained in 2015. Sproule was then mandated to prepare an update of the evaluation report of the
resource contained within the Bourque project, effective as of September 30, 2017. The final report was delivered
on November 15, 2017.

Planned work for 2018
We plan on recovering the downhole gauges for further analysis of the data, after wich we will work toward
potential stimulations programs together with our Partners.

Other properties
Pieridae reviewed all of its data from his other properties in the Gaspé Peninsula to pinpoint areas with
characteristics similar to those found in the Bourque Project and identified high-potential development properties.

Planned work for 2018 :
2

For the Gaspé Peninsula, a 169.5 km Pseudo 3D seismic survey is planned to define a major structure mapped
with already acquired 2D seismic lines. The new survey is designed to confirm the structural closure. We will also
conduct a 1,090 km survey with an Airborne Hydrocarbon Geochemical Sensing System. Additionnal to this survey,
we have planned an optional 1,194 km of Airborne Electromagnetic Survey to confirm the prospectivety of this
feature. The Company is waiting for the legal authorizations and permits in order to proceed. Pending on
Authorizations these surveys are planned for the summer and fall of 2018. Given positive results, the drilling of an
exploratory well is tentatively forecast for the 2019 drilling season. The main objectives are the Val-Brilliant
Silurian sandstones and Sayabec Silurian carbonates, as a dry gas prospect. The work as planned should be:




A Pseudo 3D seismic survey & Processing for Gaspésia;



A Geophysical AEM-PTP, Passive Airborne Transient Pulse Electromagnetic, survey for Gaspesia,
Fletcher-Le Ber and Haldimand-Tar Point (Optional).

A Geochemical, Arial Hydrocarbons detection, survey with Sky Hunter for Gaspesia, Fletcher-Le Ber
and Haldimand-Tar Point;
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7. COMPANY EXPERTISE
Pieridae has a dynamic, motivated team, with highly skilled technical personnel, making the Company the first
integrated LNG player in Canada.
All Company worksites employ industry best practices. As a result, every effort is made to reduce environmental
and social risks as much as possible. On that front, an emergency measures plan tailored to the reality of each
region is prepared to prevent and react effectively to emergency situations.

8. MANAGEMENT’S ANALYSIS OF FINANCIAL INFORMATION
Selected annual information
December 31,
2017
2016
$
$
[000s]
[000s]
STATEMENT OF LOSS
Revenues
Net loss attributable to equity holders
Basic net loss per share
STATEMENT OF CASH FLOWS
Cash flows related to operating activities
Cash flows related to investing activities
Cash flows related to financing activities
STATEMENT OF FINANCIAL POSITION
Working capital
Total assets
Total liabilities
Equity (deficiency)

90
(8,825)
(0.237)

—

(14,002)
(0.900)

(10,239)
12,418
18,769

(8,317)

10,379
74,045
14,683
59,362

(24,260)
10,028
27,073
(17,045)

—

3,004

Operating results and cash position
For the year ended December 31, 2017, the Company’s revenues mainly consisted of project management
revenues totaling $90,000. Project management revenues comprise management fees invoiced by the Company
as a project operator for exploration and restoration work.
For 2017, the Company reported a net loss attributable to the equity holders of $9,182,000, compared with
$14,088,000 for the period ended December 31, 2016. This significant variation stemmed primarily from the
completion of the FEED in 2016. The net loss for period ended December 31, 2017 was also impacted by a loss on
conversion of the convertible loan in common shares for an amount of 2,987,000.
As at December 31, 2017, the Company had $21,238,000 in cash and cash equivalents and cash equivalent held for
exploration, and $10,379,000 in positive working capital.
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Analysis of cash flows
For the twelve-month period ended December 31, 2017, the Company’s operating activities used cash totalling
$10,599,000, compared with cash used amounting to $8,317,000 for the same period in 2016. The difference
arose primarily from the net change in non-cash operating items and the change in net loss between the periods.
Investing activities for the year ended December 31, 2017 generated $12,418,000 mainly due to net cash received
from the reverse takeover with Petrolia for an amount of $12,610,000.
Cash flows from financing activities for 2017 amounted to $18,769,000, primarily from proceeds totalling
$23,673,000, net of share issue expenses, from the issuance of 2,052,130 shares before the amalgamation with
Pétrolia. These proceeds are reduced by the repayment of bank borrowing for $3,201,000 and repayment of
promissory notes for an amount of $2,153,000. During the same period in 2016, financing activities generated
cash totalling $3,004,000 stemming for the most part from proceeds from the issuance of promissory notes
totalling an amount of $2,215,000 and for $750,000, net of share issuance costs, from the issuance of 75,556
shares.

Analysis of administrative and operating expenses
Detail of administrative expenses:
December 31,
2017
$
[000s]
Share-based compensation
Salaries and employee benefits
Board of Directors fees
Travel
Professional services
Depreciation of property, plant and equipment
Other expenses
Total administrative expenses before re-invoicing
Re-invoicing of expenses

December 31,
2016
$
[000s]

160
462
38
9
244
5
146
1,064
(1)
1,063

543
558
—
10
237
—
2
1,350
—
1,350

For the year ended December 31, 2017, administrative expenses, net of re-invoiced expenses, were down $287
from the year ended December 31, 2016. The key differences in administrative expenses were employees
compensation offset by costs associated with the reverse takeover. Employees compensation expenses were
down mainly due to lower share-based compensation, whereas Fees, Board of Directors fees and Shareholder
reporting expenses were up year-over-year due to the reverse takeover and its implications.
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Detail of operating expenses:
December 31,
2017
$
[000s]
Engineering and consulting
Environmental review
Share-based compensation
Salaries and employee benefits
Travel
Professional services
Depreciation of property, plant and equipment
Other expenses
Total administrative expenses before re-invoicing
Re-invoicing of expenses
Transfer to exploration and evaluation assets

December 31,
2016
$
[000s]

945
38
3,455
503
69
6
15
199
5,230
(33)
(178)
5,019

9,486
195
1,590
1,087
87
218
7
190
12,860
—
—
12,860

For the year ended December 31, 2017, operating expenses, net of re-invoiced expenses and transfer to
exploration assets, were down $7,841,000 from the year ended December 31, 2016. The key differences in
operating expenses were engineering and consulting and salaries and employee benefits compensated by an
increase in share-based compensation. Diminution of engineering and consulting fees is explained by important
non-recurring FEED expenses incurred in 2016. Salaries and employee benefits were low in 2017 due to staff
reductions. In counterpart, due to the reverse take-over between Pieridae and Pétrolia, some stock-options had
an accelerated vesting at the date of the transaction which impacted 2017 expense.
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Summary of quarterly results
The Company’s quarterly results may fluctuate significantly from quarter to quarter owing to the developement
stage of the Company.
The information for the summary of quarterly results is based on International Financial Reporting Standards
(IFRS).
December
2017
$
[000s]
Postconsolidation
Revenues (including financial income)
Net loss attributable to equity holders
Net loss per share
Basic
Diluted

Revenues (including financial income)
Net loss
Net loss per share
Basic
Diluted

September
2017
$
[000s]

June
2017
$
[000s]

March
2017
$
[000s]

161
(3,091)

—
(1,736)

—
(2,132)

—
(3,281)

(0.067)
(0.067)

(0.137)
(0.137)

(0.111)
(0.111)

(0.120)
(0.120)

December
2016
$
[000s]

September
2016
$
[000s]

June
2016
$
[000s]

March
2016
$
[000s]

—
(5,447)

—
(1,364)

—
(500)

—
(6,777)

(0.348)
(0.348)

(0.086)
(0.086)

(0.031)
(0.031)

(0.435)
(0.435)

Analysis of share of associates
The Company’s share in the net loss of associates for fiscal 2017 totalled $120,000 compared with $125,000 for
fiscal 2016.
Financial information:
Key financial information for the interests held by Pieridae in Pieridae Production LP [20% of units] is as follows:

Current assets
Non-current assets
Current liabilities
Net loss for the year
Share of Pieridae

2017
$
[000s]

2016
$
[000s]

134
20,145
(1,947)
(600)
(120)

104
20,145
(1,317)
(626)
(125)
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Related party transactions
The Company’s related parties include other related parties and key management personnel, as described below.
Transactions with key management personnel
Key management personnel compensation includes the following expenses:
2017
$
[000s]
Short-term employee benefits:
Salaries and employee benefits
Director fees
Total short-term employee benefits
Fees
Share-based compensation
Total compensation

2016
$
[000s]
511
—
511
210
1,540
2,261

520
35
555
63
547
1,165

During the years ended December 31, 2017 and 2016, no options granted under the stock option plan were
exercised by key management personnel of the Company.
Related companies and other parties
Transactions were carried out with a company in which a director is a majority shareholder:

Comprehensive loss:
Other expenses

2017
$
[000s]

2016
$
[000s]

4

—

These transactions were in the normal course of business and measured at the exchange amount, which is the
amount of consideration established and agreed to by the related parties.

Commitments
Under the terms of exploration licences granted by the Ministère des Ressources naturelles et de la Faune du
Québec, the Company is committed to pay fees in the amount of $2,922,000 by 2026. The minimum payments
required in the next five years are as follows:
2018

2019

2020

2021

2022

$

$

$

$

$

[000s]
136

[000s]
136

[000s]
177

[000s]
489

[000s]
526

The adoption of Bill 18 in Québec suspends some of these statutory work obligations for up to three years while
at the same time extending the validity of all the licences for the same period. In June 2014, this period was
extended until an act on hydrocarbons is tabled. On December 9, 2016, Bill 106, Act to implement the 2030
Energy Policy and to amend various legislative provisions, was adopted by the Government of Québec. However,
as of the date of these financial statements, no regulations related to Bill 106 has been adopted.
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Financial instrument disclosure
Risk management policy
The Company’s financial assets and liabilities expose it to various risks. The following analysis provides an
assessment of those risks as at the statement of financial position date, that is, December 31, 2017.

Credit risk
The assets that give rise to potential credit risk exposure for the Company consist primarily of cash and cash
equivalents, receivables and security deposits. The Company’s cash and cash equivalents are held with or are
issued by established Canadian financial institutions, while security deposits are made directly to the Government
of Québec. Receivables are mostly amounts related to commodity taxes or from subsidiaries of the Government of
Québec. Management considers the risk of non-recovery to be low.

Liquidity and funding risk
Liquidity and funding risk is the risk that the Company may be unable to obtain sufficient cash or its equivalent in a
timely and cost effective manner to meet its commitments as they become due. The Company’s objective in
managing liquidity risk is to maintain sufficient readily available reserves in order to meet its liquidity
requirements as they become due. The Company manages its capital structure, being its share capital and debt
facilities, and makes adjustments to it based on the funds available to the Company, in order to support future
business opportunities. The Company manages the capital structure and makes adjustments in light of changes in
economic and market conditions and the risk characteristics of the underlying assets. To maintain or adjust the
capital structure, the Company may issue new shares, additional debt facilities and/or consider strategic alliances
including joint venture partners. To date, the Company has funded its share of commitments from existing cash
balances and equity raises.

Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market conditions. Market risk comprises three types of risk: interest rate risk, currency risk and other
price risk.

Interest rate risk
The Company is exposed to fair value risk through interest rate risk on its fixed-rate financial instruments.

Currency risk
The Company is also exposed to fluctuations in foreign exchange rates as certain accounts payable and accrued
liabilities and commitments [note 11] are US dollar, UK pound sterling and Euro denominated. If the Canadian
dollar was to change by five percent against the various currency exposures, the impact to the foreign exchange
gain or loss would have been approximately $401,000. To date, the Company has not entered into any foreign
currency transactions or financial instruments to manage currency risks.
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Price risk
While the Company is still in a pre-development phase, it is not directly subject to fluctuations in commodity
prices. However, fluctuations in commodity prices, specifically the price of LNG and the price of the North
American gas supply, have a significant impact on the Company’s final investment decision for the LNG project.
These commodity prices also have a significant impact on the Company’s ability to attract the necessary
investment to ultimately construct the LNG project. As the Company advances toward a final investment decision
for the LNG project and pursues the required financing it will evaluate a number of options to potentially manage
this risk.

9. RISK FACTORS
The Company operates in an industry exposed to a variety of risk factors and uncertainties. The risks disclosed
below reflect, to its knowledge, the risks and uncertainties to which the Company is exposed as at
December 31, 2017.

Risks inherent to the industry
The LNG, oil and gas industry involves a high degree of risk which even a combination of experience, knowledge
and careful evaluation may not be able to overcome.

Additional financing
The Company will require additional financing to support operations. A source of future funds available to
the Company is the issuance of additional shares. The Company’s operations may also be financed in whole or in
part with debt, a partnership agreement or a sale of an interest in an oil or natural gas property. Debt financing
may increase the Company’s debt levels above industry standards. Depending on future development and
exploration plans, the Company may require additional equity and/or debt financing that may not be available or
available on favourable terms. The level of the Company’s indebtedness that may occur from time to time could
impair the Company’s ability to obtain additional financing in the future on a timely basis to take advantage of
business opportunities that may arise. Financing by way of a partnership or sale of an interest may reduce the
interest held by the Company in the properties in respect of which the financing is obtained. There can be no
assurance that such financing will be available to the Company. Furthermore, even if such financing is successfully
secured, there can be no assurance it will be obtained on terms favourable to the Company or provide
the Company with sufficient funds to meet its objectives, which may adversely affect the Company’s business and
financial position. If financing is obtained by issuing additional equity, control of the Company may be affected.

Flow-through shares financing
Before the amalgamation, Pétrolia was financed in part by the issuance of flow-through shares for which Pieridae
has commitments to fullfil in 2018. Although Pieridae has taken all the necessary measures in this regard, there is
no guarantee that the Company will receive autorization and permits from government for completing the
planned work. As a result, there is a risk that it will not incur sufficient exploration expenses to fully meet its
undertaking to the subscribers of flow-through shares.
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Competition
The LNG, oil and natural gas industry is extremely competitive. The Company competes with other companies that
have ongoing LNG projects. Competition may affect the Company’s ability to land customers, obtain sufficient
supply or access to transportation.

Environmental issues
The LNG, oil and natural gas operations involve natural risks that could cause damage to the environment or other
unforeseen conditions that could result in damage to the properties of the Company or to properties owned by
third parties which could lead to potential liability toward third parties. The industry is subject to extensive
environmental legislation providing restrictions and prohibitions on the emissions or release of certain substances
produced in various activities within this industry. In addition, the legislation requires that land, wells and facility
sites that are abandoned be reclaimed to the satisfaction of government authorities at the end of the licence
validity period.

Oil and natural gas prices
The Company’s operating results and financial position are partly dependent on the prices obtained for its
eventual production. There have been significant fluctuations in LNG, oil and natural gas prices in recent years.
These prices are based on international supply and demand, as well as other factors, such as climate, general
economic conditions and conditions in other oil and natural gas producing regions, which are beyond
the Company’s control. Any change in LNG, oil and natural gas prices could have material adverse effects on the
Company’s business and financial position.

Development of reserves
The future success of the exploration work will depend on Company’s ability to discover or acquire oil and natural
gas reserves that are economically recoverable. The Company will find or acquire reserves only if it conducts
successful exploration or development activities, concludes joint ventures and/or acquires properties containing
proven reserves. There can be no assurance that the development projects and exploration activities that may be
implemented in the future will result in reserves or that the Company will succeed in drilling productive wells at
low exploration costs. If prevailing LNG, oil and natural gas prices were to increase significantly, the Company’s
exploration costs to find or acquire reserves would be expected to increase. Drilling oil wells involves a high
degree of risk especially the risk of a dry hole or of a well that is not sufficiently productive to provide a return on
the capital expended to drill the well. Thus the LNG facility supply and the Company’s financial situation could be
impacted by these factors.

Insurable risks
Where possible, the Company will purchase liability insurance that will insure against risks and provide coverage in
accordance with industry standards. The Company or the other entities in which the Company will invest can
suffer damages resulting from incidents such as fires, blowouts, geological formation damage, oil spills as well as
personal injury, against which they may not be insured or they may choose not to be insured in light of high
premium costs or other reasons. In addition, indemnities could exceed the policy limits. The costs of repairing such
damages or paying such indemnities could cause the ongoing operation of the Company’s business to become
unprofitable and/or impossible.
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Conflicts of interest
Certain directors of the Company serve on the boards of other corporations engaged in natural resource
exploration and development operations. Such ties could give rise to conflicts of interest. In making any decisions
involving the Company, these directors will satisfy their duties and obligations to deal fairly and in good faith with
the Company and the other entities. In addition, these directors will disclose their interest and refrain from voting
on any matter that could give rise to a conflict of interest.

Permits, licences and approvals
The Company’s business requires permits and licences from government authorities. There can be no assurance
that the Company will obtain all the permits and licences required to continue exploration operations. In addition,
if the Company commences commercial operation of property, it must obtain and comply with all the necessary
permits and licences. There can be no assurance that the Company will be able to obtain or comply with the
requirements of such permits and licences.

Title to property
While the Company has taken reasonable steps to ensure it has good and valid title over its properties, there can
be no assurance that title to such properties will not be disputed or challenged. Third parties may have valid
claims with respect to the Company’s properties.

Litigation
The Company may be held liable for pollution or for other risks for which it cannot be insured or for risks it may
choose not to insure in light of high premium costs or other reasons. Payments of amounts in respect thereof may
result in the loss of assets of the Company.

Regulatory impact
The LNG, oil and natural gas industry is subject to controls and regulations established by the various levels of
government with respect to prices, royalties, land tenure, production quotas, imports and exports of LNG, oil,
natural gas and environmental protection.
Nothing allows us to plan with certainty the impact these control measures and regulations and their amendments
will have on the Company’s operations.
The industry is subject to environmental regulations pursuant to a variety of provincial and federal legislation.
These legislations provides restrictions and prohibitions on the emission or release of various substances produced
or used in association with certain production activities within the industry and which affect the costs and location
of wells and facilities and the extent to which activities are authorized. In addition, the legislation requires land,
wells and facility sites that are abandoned to be reclaimed to the satisfaction of provincial authorities. Any breach
of such legislation may result in the imposition of fines and penalties, suspension or revocation of necessary
licences, permits and authorizations to operate a business and enforcement of civil liabilities for pollution
damages. In Québec, environmental issues are governed mainly by the Environment Quality Act (Québec). The act
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imposes obligations with respect to the environment, disclosure and monitoring. Furthermore, the law sets forth
an impact study and broader public consultation process regarding environmental assessment and law
enforcement issues. In Nova Scotia, environmental issues are governed mainly by the Environment Department
and the Environment Policy Documents, the environmental acts, legislations and regulations. There are also
Agencies, Boards and Commissions regarding the environment which have legal authority to exercise power over
people or an activity and function independent of Government. Their powers may include licensing, advising a
Minister, rule and policy making, and issuing approvals
The royalty program implemented by each province is a significant factor in the profitability of LNG, oil and natural
gas production. Royalties payable on output are determined by government regulation; they are calculated as a
percentage of the gross value of output and, typically, the rate of royalties payable depends in part on the
prescribed benchmark price, well productivity, geographical location, field discovery date and the type or quality
of the resource produced.

Hydraulic fracturing
The hydraulic fracturing process gives rise to concerns in communities particularly with respect to the drilling
fluids used in the fracturing process and their effects on the aquifer, water use in connection with operations, the
capability to recycle such water and the seismic effects associated with the process. A number of Canadian
provincial governments are currently reviewing aspects of the scientific, regulatory and political framework in
which the hydraulic fracturing operations are carried out. At present, most of these governments are taking part in
the collection, review and assessment of technical information regarding the hydraulic fracturing process.
Pursuant to the new hydrocarbon legislative framework adopted in December 2016, Québec legislation requires
that wells and facility sites be built, operated, maintained, abandoned and restored to the satisfaction of the
applicable regulatory authorities. The Ministère de l’Énergie et des Ressources naturelles (“MERN”) will be issuing
regulations governing how hydraulic fracturing is to be carried out under the new legislation. The Ministère du
Développement Durable, de l’Environnement et aux Changements Climatiques is also reviewing its main law, the
Loi sur la Qualité de l’Environnement and some of its related regulations in conjunction with the MERN. The
government of Nova Scotia has banned hydraulic fracturing since November, 2014. The government of New
Brunswick has also a ban on hydraulic fracturing.
Although the Company has no way of predicting the impact of any potential regulations on its business, the
implementation of new laws, regulations, permits or licences regarding the use or disposal of water, or hydraulic
fracturing in general, could increase the Company’s compliance costs and the operating and exploration costs of
its properties, the litigiation risk and environmental liability of the Company and, in turn, adversely impact the
future prospects of the Company and its financial position.

Political and social risk
LNG, oil and natural gas exploration and development activities may be subject to opposition from ecologist,
environmentalist, aboriginal and non governmental groups . Demonstrations or acts of civil disobedience could
have an impact on the Company’s business. There can be no assurance that such activities will not target projects
in which the Company holds an interest. Similarly, there can be no assurance as to any attitude or behaviour of a
political party or a political group (whether municipal, provincial or federal) that could have an impact on the
Company’s business.
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Land claims
Some properties may be subject to land claims by First Nations. There can be no assurance that such land claims
will not be made against properties in which the Company holds an interest.

Availability of drilling equipment and access
Oil and natural gas exploration and development activities are dependent on the availability of related equipment,
more specifically in the areas in which such activities are carried out. Demand for such equipment or access
restrictions may affect the Company’s ability to procure such equipment and may delay any exploration and
development activities.

Growth management
The Company may be subject to growth risks including limitations and pressure on its internal control systems and
measures. The Company’s ability to manage growth effectively will require it to continuously implement and
improve its operating and financial systems and expand, train and manage its core workforce. The Company’s
inability to support such growth could have a material adverse impact on its business, operations and prospects.

International protocols
Canada has signed international protocols and conventions setting forth certain environment requirements that
may adversely affect the Company’s business.

Share price volatility
The price of common shares is subject to changes owing to numerous factors beyond the Company’s control,
including reports pertaining to new information, changes in the Company’s financial position, sales of the
Company’s shares in the market, Company announcements or LNG, oil and natural gas prices. There can be no
assurance that the market price of the Company’s shares will be protected from such fluctuations in the future.

10. OTHER INFORMATION
Supplemental documents
Certain supplemental documents, including prior management’s discussion and analysis and press releases, are
available online at www.sedar.com in the documents section or on Pieridae’s website at www.pieridaeenergy.com.
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Regulation 51-102 Section 5.3
Exploration expenses incured by Pétrolia (before amalgamation) and Pieridae for the year ended December
31, 2017 are detailed as follows:

Geology

Geophysics

Completion
and
drilling

$

$

$

$

$

$

$

$

$

$

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

Analysis

Fracturing

General
expenses

Options

Provision

Site
maintenance

Total

Anticosti

-

-

-

-

-

2

-

-

-

2

Gastonguay

-

-

-

-

-

-

-

-

-

-

Gaspésia
Marcel-Tremblay
Edgar

6

32

-

-

-

5

-

-

-

43

Gaspé

3

5

-

-

-

33

-

47

4

92

20

1

891

85

272

129

-

118

63

1,579

Haldimand

1

1

-

103

3

115

-

378

36

637

Tar Point

-

-

-

-

-

-

-

115

8

123

Bourque

Matapédia

-

3

-

-

-

1

-

-

-

4

30

42

891

188

275

285

-

658

111

2,480

Exploration expenses incured by Pétrolia for the year ended December 31, 2016 are detailed as follows:

Geology

Geophysics

Completion
and
drilling

$

$

$

$

$

$

$

$

$

$

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

Analysis

Fracking

General
expenses

Options

Provision

Site
maintenance

Total

Anticosti

-

-

-

-

-

3

-

26

-

29

Gastonguay

-

-

-

-

-

-

-

-

-

-

Gaspésia
Marcel-Tremblay
Edgar

-

-

-

-

-

-

-

-

-

-

Gaspé

81

19

13

-

-

36

13

32

1

195

Bourque

91

20

8,627

3

-

29

31

148

11

8,960

5

1

522

12

-

56

28

75

108

807

10

-

-

-

-

1

-

16

2

29

-

-

-

-

-

-

1

-

-

1

40

9,162

15

-

125

73

297

122

10,021

Haldimand
Tar Point
Matapédia

187
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Règlement 51-102 section 5.4
Information regarding shares issued, stock options and warrants as at March 15, 2017
Common shares: 50,517,602 shares are issued and outstanding.

Stock options outstanding: the stock options granted to directors, members of senior management, employees and
service providers are as follows:

Number

Exercise price

Expiry date

33,333
32,496
27,500
61,664
6,250
6,250
104,680
9,375
44,115
441,150
441,150
34,374
441,150
111,085
1,007,400
2,801,972

$11.76
$8.04
$8.04
$5.82
$6.84
$6.60
$4.08
$2.64
$0.01
$4.08
$4.08
$2.52
$5.67
$1.98
$5.67

September 14, 2018
December 5, 2018
May 27, 2019
November 25, 2019
25 mars 2020
May 27, 2020
November 24, 2020
May 25, 2021
June 8, 2021
June 8, 2021
June 13, 2021
August 25, 2021
October 19, 2021
November 16, 2021
January 28, 2023

Warrants outstanding: 343,747 warrants exercisable at a price of $6.48 per share until November 6, 2018.
Each warrant entitles the holder to purchase one common share of the Company at the stipulated exercise price until
the expiry date.

PIERIDAE ENERGY LIMITED

31
MD&A – December 31, 2017

11. MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL INFORMATION
Management is responsible for Pieridae’s financial statements, which have been approved by the Board of Directors on
recommendation of the Audit Committee. The financial statements have been prepared by management in accordance
with International Financial Reporting Standards. The annual consolidated financial statements of Pieridae Energy Limited
for the periods ended December 31, 2017 and 2016 were audited by the Company’s independent auditors. The financial
statements include certain amounts that are based on the use of estimates and judgments. Management has determined
such amounts on a reasonable basis in order to ensure that the financial statements are presented fairly in all
material respects.

Calgary, March 15, 2017
On behalf of the Board of Directors,

(signed) Alfred Sorenson
Alfred Sorensen
President

(signed) Mario Racicot
Mario Racicot
Chief Financial Officer
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MANAGEMENT’S
DISCUSSION AND
ANALYSIS
FOR THE PERIOD ENDED JUNE 30, 2018

dŚŝƐŵĂŶĂŐĞŵĞŶƚ͛ƐĚŝƐĐƵƐƐŝŽŶĂŶĚanalysis ;͞DΘ͟ͿƉƌŽǀŝĚĞƐĂƌĞǀŝĞǁďǇŵĂŶĂŐĞŵĞŶƚŽĨƚŚĞĨŝŶĂŶĐŝĂůƉŽƐŝƚŝŽŶĂŶĚ
consolidated results of Pieridae Energy Limited ;͞Pieridae͟ ŽƌƚŚĞ͞Company͟ͿĨŽƌthe six-month period ended June 30,
2018 compared with the six-month period ended June 30, 2017. This MD&A is dated August 28, 2018 and should be read
in conjunction with the unaudited condensed interim consolidated financial statements and the accompanying notes for
the six-month period ended June 30, 2018 and as well as the audited annual consolidated financial statements and the
MD&A for the year ended December 31, 2017 available on the Company͛ƐǁĞďƐŝƚĞ͕www.pieridaeenergy.com, or on
SEDAR, www.sedar.com. The financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS). The reporting currency is the Canadian dollar (C$) and all amounts are presented in
Canadian dollars.

1. OUR BUSINESS AND MISSION
The Company was formed on October 24, 2017 on the amalgamation of Pieridae Energy Limited and Pétrolia Inc.
pursuant to a plan of arrangement effected pursuant to section 192 of the Canada Business Corporations Act.
Pieridae is a reporting issuer or the equivalent in British Columbia, Alberta and Québec. It is listed on the TSX Venture
Exchange under the symbol PEA.
WŝĞƌŝĚĂĞ͛Ɛ͛ƐŵŝƐƐŝŽŶŝƐƚŽbuild shareholder value by becoming the first fully integrated independent LNG producer
in Canada. The Company is focused on the development of the Goldboro LNG Facility (as described below) and the
acquisition and development of resource properties for the extraction of natural gas for use as feed gas in the
production of LNG.

2. STRATEGIC OBJECTIVES AND PLANS
Our principal business objective is to make a positive financial investment decision in regard to the Goldboro LNG
Facility by the end of 2018 and, immediately thereafter, to commence the construction of the facility and to
implement its complementary upstream strategy.
The Company intends to develop, construct and operate the Goldboro LNG Facility in the Municipality of the District
of Guysborough, Nova Scotia. It is anticipated that the LNG will be produced from feed gas that is sourced principally
from resource properties acquired, owned and developed by the Company and supplemented, as required, by the
purchase of natural gas from independent producers in Canada and the United States under medium and long-term
contracts. The company is also engaged in the exploration and development of its licences in which it has an interest
with the objective to develop said licences as appropriate.
The Company will also procure long-term pipeline transportation capacity on the TransCanada Mainline, the
Maritimes & Northeast Pipeline and inter-connecting pipeline to ensure transportation of the feed gas to the facility.
The Company ensures that its commercial operations meet the highest safety standards while protecting the
environment.
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3. OVERVIEW OF SIGNIFICANT EVENTS AND HIGHLIGHTS
Business combination with Ikkuma Resources Corp.
On August 24, 2018, the Company and Ikkuma Resources Corp. (IKM ʹ d^ysͿ ;͞/ŬŬƵŵĂ͟Ϳ announced they have
ĞŶƚĞƌĞĚ ŝŶƚŽ Ă ĚĞĨŝŶŝƚŝǀĞ ĂŐƌĞĞŵĞŶƚ ĚĂƚĞĚ ƵŐƵƐƚ Ϯϯ͕ ϮϬϭϴ ;ƚŚĞ ͞ƌƌĂŶŐĞŵĞŶƚ ŐƌĞĞŵĞŶƚ͟Ϳ ƉƌŽǀŝĚŝŶŐ ĨŽƌ ƚŚĞ
acquisition by Pieridae of all of the issued and outstanding shares of Ikkuma to be effected by way of a plan of
ĂƌƌĂŶŐĞŵĞŶƚ;ƚŚĞ͞ƌƌĂŶŐĞŵĞŶƚ͟ͿƵŶĚĞƌƐĞĐƚŝŽŶ 193 of the Business Corporations Act (Alberta).
The completion of the Arrangement will provide Pieridae with ownership of an extensive area of producing and
gas-ƉƌŽŶĞƌĞƐĞƌǀĞĂŶĚƌĞƐŽƵƌĐĞƉƌŽƉĞƌƚŝĞƐƐŝƚƵĂƚĞĚƉƌŝŵĂƌŝůǇŝŶƚŚĞĐĞŶƚƌĂůůďĞƌƚĂ&ŽŽƚŚŝůůƐĂƌĞĂ;ƚŚĞ͞EĂƚƵƌĂů'ĂƐ
WƌŽƉĞƌƚŝĞƐ͟Ϳ͘ dŚĞ ƌƌĂŶŐĞŵĞŶƚ ŐƌĞĞŵĞnt also provides for the transfer, prior to the effective date of the
Arrangement, by Ikkuma of certain interests in Cardium light oil-ĨŽĐƵƐĞĚůďĞƌƚĂ&ŽŽƚŚŝůůƐƉƌŽƉĞƌƚŝĞƐ;ƚŚĞ͞ƌƵĚĞ
Kŝů WƌŽƉĞƌƚŝĞƐ͟Ϳ ƚŽ Ă ŶĞǁůǇ ĨŽƌŵĞĚ ƉƌŝǀĂƚĞ ĐŽƌƉŽƌĂƚŝŽŶ ;͞ǆƉůŽƌĞŽ͟Ϳ͕ ĐŽntingent on customary regulatory
ĂƉƉƌŽǀĂůƐďǇƚŚĞůďĞƌƚĂŶĞƌŐǇZĞŐƵůĂƚŽƌ;ƚŚĞ͞Z͟Ϳ͘
On completion of the Arrangement, each shareholder of Ikkuma will receive, for each common share of Ikkuma,
0.1926 of a common share of Pieridae and 0.1 of a share of ExploreCo (with Ikkuma shareholders holding 100% of
ExploreCo upon completion of the Arrangement), subject to AER approval of the transfer of the Crude Oil
Properties. If such AER approval is not received by December 31, 2018, no shares of ExploreCo will be distributed
to shareholders of Ikkuma and those shareholders will not receive any further consideration. The exchange ratio
values the shares of Ikkuma at $0.86 per share (excluding the value of ExploreCo shares), representing a premium
of 188% to the closing price of $0.30 per share as of August 23, 2018 of Ikkuma common shares on the TSX Venture
Exchange.
dŚĞĂĐƋƵŝƐŝƚŝŽŶŽĨ/ŬŬƵŵĂŝƐĂŶŝŵƉŽƌƚĂŶƚƐƚĞƉŝŶƚŚĞĞǆĞĐƵƚŝŽŶŽĨWŝĞƌŝĚĂĞ͛ƐƐƚƌĂƚĞŐŝĐƉůĂŶƐĨŽƌƚŚĞĂĐƋƵŝƐŝƚŝŽŶŽĨ
natural gas reserves and resources in its integrated business model. Pursuant to the Arrangement Pieridae will
acquire the Natural Gas Properties at metrics significantly below the cost of similar reserves and resources in other
parts of North America, which is expected to provide one of its long term competitive advantages for delivering
liquefied natural gas to European and other markets. The cost of acquisition represents less than 1.5% of the total
ĐŽƐƚ ŽĨ WŝĞƌŝĚĂĞ͛Ɛ ƉƌŽƉŽƐĞĚ 'ŽůĚďŽƌŽ >E' ƉƌŽũĞĐƚ ĂŶĚ ƌĞƉƌĞƐĞŶƚƐ Ă ƐŝŐŶŝĨŝĐĂŶƚ ƐƚĞƉ ƚŽǁĂƌĚƐ ƌĞĂĐŚŝŶŐ ƚŚĞ &ŝŶĂů
Investment Decision in 2018. Ikkuma is expected to provide a basis for further consolidation of long-life natural gas
assets in Alberta and British Columbia that are complementary to the feedstock needs of Pieridae.
dŚĞ ĂĐƋƵŝƐŝƚŝŽŶ ŽĨ /ŬŬƵŵĂ ĂĚǀĂŶĐĞƐ WŝĞƌŝĚĂĞ͛Ɛ ƐƚƌĂƚĞŐŝĐ ƉŽƐŝƚŝŽŶ ŝŶ EŽƌƚŚ ŵĞƌŝĐĂ ĂƐ Ă ĨƵůůǇ ŝŶƚĞŐƌĂƚĞĚ >E'
enterprise, from upstream development of natural gas reserves and resources to the production of liquefied natural
gas for sale to its existing customers in Europe. As part of the acquisition Pieridae will retain the experienced and
well regarded team of Ikkuma to lead the development of its natural gas properties both in Western and Eastern
Canada. It is expected that the Natural Gas Properties which are primarily conventional in nature will be developed
without the use of hydraulic fracturing.
ůĨƌĞĚ ^ŽƌĞŶƐĞŶ͕ K ŽĨ WŝĞƌŝĚĂĞ ƐƚĂƚĞĚ ͞dŚĞ ƉƵƌĐŚĂƐĞ ŽĨ /ŬŬƵŵĂ ďĞŐŝŶƐ ƚhe final steps to reaching the Final
Investment Decision which along with our other partners will ensure that Canada has the opportunity to export its
ƌĞƐŽƵƌĐĞƐƚŽŝŶƚĞƌŶĂƚŝŽŶĂůŵĂƌŬĞƚƐ͘͟
dŝŵ ĚĞ &ƌĞŝƚĂƐ͕ K ŽĨ /ŬŬƵŵĂ͕ ƐƚĂƚĞĚ ͞dŚĞ /ŬŬƵŵĂ ƚĞĂŵ ŝƐ ĞǆĐŝƚĞĚ ƚŽ see capital deployed to the prolific
conventional natural gas pools in the Alberta and BC Foothills and to supply gas through a fully integrated Canadian
>E'ŽŵƉĂŶǇ͘͟
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Both Pieridae and Ikkuma believe that the Goldboro LNG facility, combined with the natural gas properties of
/ŬŬƵŵĂ͕  ĐŽŶƚƌŝďƵƚĞƐ ƚŽ  ƚŚĞ ĞǀŽůƵƚŝŽŶ ĂŶĚ ŐƌŽǁƚŚ ŽĨ ĂŶĂĚĂ͛Ɛ ŽŶůǇ ŵĂũŽƌŝƚǇ ĂŶĂĚŝĂŶ ŽǁŶĞĚ ŝŶƚĞŐƌĂƚĞĚ >E'
enterprise.
The Boards of Directors of each of Ikkuma and Pieridae have unanimously approved the Arrangement Agreement,
and the Ikkuma Board of Directors, on the recommendation of a committee of independent directors, has
unanimously determined that the Arrangement is in the best interests of Ikkuma, determined that the Arrangement
is fair, from a financial point of view, to the Ikkuma shareholders and recommends that Ikkuma shareholders vote
in favour of the Arrangement. In addition, all of the directors and officers of Ikkuma and certain shareholders of
Ikkuma, including Alberta Investment Management Corporation, holding, in aggregate, 19% of the issued and
outstanding common shares of Ikkuma have entered into support agreements with Pieridae pursuant to which they
have agreed, among other things, to vote all Ikkuma common shares beneficially owned or controlled by them in
favour of the Arrangement. KES 7 Capital Inc. is acting as financial advisor to Ikkuma and has provided the Board
of Directors of Ikkuma with a fairness opinion regarding the Arrangement. Pieridae was represented by Laurentian
Bank Securities Inc.
The ArrangemenƚĂŶĚƌĞůĂƚĞĚƚƌĂŶƐĂĐƚŝŽŶƐ͕ĂƐĚĞƐĐƌŝďĞĚĂďŽǀĞ͕ĐŽŶƐƚŝƚƵƚĞĂŶĂƌŵ͛ƐůĞŶŐƚŚƚƌĂŶƐĂĐƚŝŽŶ;ǁŝƚŚŝŶƚŚĞ
meaning of applicable as defined in the policies of the TSX Venture Exchange, and none of the directors, officers or
insiders of Ikkuma have any interest in Pieridae or are insiders of Pieridae.
The Arrangement remains subject to customary conditions, including receipt of applicable court, Ikkuma
shareholder and regulatory approvals, and is expected to close in the fourth quarter of 2018. A copy of the
Arrangement Agreement (including the plan of arrangement) will be filed on the SEDAR profile of both Pieridae and
Ikkuma and will be available on www.sedar.com.
/ŬŬƵŵĂ͛ƐƐŚĂƌĞŚŽůĚĞƌƐǁŝůůďĞĂƐŬĞĚƚŽǀŽƚĞŽŶƚŚĞƚƌĂŶƐĂĐƚŝŽŶ ĂƚĂƐƉĞĐŝĂůƐŚĂƌĞŚŽůĚĞƌƐ͛ŵĞĞƚŝŶŐ͘ŶŝŶĨŽƌŵĂƚŝŽŶ
circular regarding the Arrangement is expected to be mailed to shareholders in September for a special meeting of
the holders of Ikkuma common shares to take place in October 2018.

Goldboro LNG Facility
The Goldboro LNG Facility will consist of an LNG processing facility, storage tanks, power plant, marine works and
related infrastructure. The facility will be located at the Goldboro Industrial Park in Guysborough County, Nova
Scotia. The natural gas supply feeding the facility is to be delivered via the existing Maritimes & Northeast Pipeline,
the terminus of which is located directly adjacent to the facility. The intended markets for the LNG produced at the
Goldboro LNG Facility are Europe, South America and Asia.
The Goldboro LNG Facility will be located approximately two kilometres from the communities of Goldboro in the
west and Drum Head in the east, in Goldboro, Guysborough County, Nova Scotia. Initial permits allow for up to 10
million metric tons per annum (MMTPA) of LNG production capacity and the facility will be equipped to handle LNG
carriers of up to 250,000 m3. The facility has obtained its Environment Assessment Approval, National Energy Board
of Canada LNG export licence, United States Department of Energy LNG Free Trade Agreement and Non-Free Trade
Agreement licences and United States Department of Energy Statement on Energy in Transit between Canada and
the United States. On December 3, 2015, Pieridae completed the purchase of approximately 107.5 hectares (265.5
acres) of land located in the Goldboro Industrial Park, Nova Scotia which will be the site for the proposed Goldboro
LNG Facility.
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The Facility is the only LNG project on the East Coast of Canada that has both key permits for its current stage of
development and a creditworthy offtake customer and Pieridae, along with its strategic partners, namely General
Electric, McDermott (formerly CB&I), Uniper Global Commodities SE and ORLEN Upstream Canada, a wholly owned
subsidiary of PolanĚ͛Ɛ W<E KZ>E ^͕͘͘ ŝƐ ǁĞůů ƉŽƐŝƚŝŽŶĞĚ ƚŽ ďĞĐŽŵĞ ƚŚĞ ĨŝƌƐƚ >E' ůŝƋƵĞĨĂĐƚŝŽŶ ƉƌŽũĞĐƚ ƚŽ ďĞ
constructed in Canada.
Focused on the development of the Goldboro LNG Facility, we have embarked on a strategy to consolidate natural
gas reserves in key natural gas basins to develop new international markets for Canadian and possibly U.S. natural
gas. With its first acquisition of resources in New Brunswick and through to our merger with Pétrolia Inc., the
Company seeks to build a long-term portfolio of natural gas to supply the Goldboro LNG Facility. We are the leading
edge of the re-integration of the LNG value chain in North America. The development of our own natural gas prone
properties will allow for a comprehensive risk management strategy. The Company is targeting the next wave of
worldwide LNG production, post 2020, and has sold 50% of the initial capacity of the Goldboro LNG Facility under a
20 year, take-or-pay contract with Uniper Global Commodities SE, a wholly owned subsidiary of Uniper SE, one of
ƵƌŽƉĞ͛ƐůĂƌŐĞƐƚŐĂƐĐŽŵƉĂŶŝĞƐ͘ Additionally, on may 7th, 2018, Pieridae Energy announced it had entered into a
term sheet to negotiate a binding liquefied natural gas sale and purchase agreement to supply LNG to Europe from
the Second Train of the Goldboro liquefaction facility. Under the term sheet, Axpo, a Swiss utility, will purchase up
to 1 million tonnes per annum of LNG. This contract is scheduled to begin from the Start of Commercial Deliveries
(currently estimated to be the first quarter of 2023) and last for a 10-year period.
On February 27, 2018, Pieridae announced that it has engaged Morgan Stanley & Co, LLC and SG Americas Securities,
LLC as financial advisors to the Company in procuring up to US $10 billion in equity and project financing to fund the
construction of Goldboro LNG &ĂĐŝůŝƚǇ ĂŶĚ ƐĞĐƵƌŝŶŐ ƚŚĞ ŽŵƉĂŶǇ͛Ɛ mandate to become the first independently
operated integrated LNG project in Canada.
On August 15, 2018, the Company announced the appointment of KfW IPEX-Bank as an adviser in assisting it to
finalize a multibillion USD untied loan guarantee from the German federal government under its UFK program
(Garantien für ungebundene Finanzkredite)
Pieridae forecasts continuing significant growth in international and domestic markets for liquefied natural gas as
consumers look to replace oil with cleaner burning natural gas in the electricity and transportation sectors.

Business combination with Pétrolia Inc.
The Arrangement
Pieridae was formed on October 24, 2017, with the completion of the amalgamation of Pieridae Energy Limited
;͞&ŽƌŵĞƌWŝĞƌŝĚĂĞ͟ͿĂŶĚWétrolia Inc. pursuant to a Plan of Arrangement under Section 192 of the Canada Business
Corporations Act. Each common share in Former Pieridae was exchanged for 2.2057526 shares in Pieridae and each
common share in Pétrolia Inc. after consolidation on a 1 for 12 basis was exchanged for 1 share in Pieridae. After
completion of the Arrangement, Pétrolia shareholders held 18.40%, and Former Pieridae shareholders held 81.60%,
of the outstanding common shares of Pieridae.
On November 1, 2017, the Company announced that it satisfied the TSX Venture Exchange Inc. listing conditions
and consequently the Final Exchange Bulletin pertaining to the Arrangement was issued at that date. Effective
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November 2, 2017, the common shares or Pieridae of which 49,794,069 were issued and outstanding, commenced
trading on the TSX Venture Exchange and the common shares of Pétrolia Inc. were delisted.
&ŽůůŽǁŝŶŐĐůŽƐŝŶŐŽĨƚŚĞƌƌĂŶŐĞŵĞŶƚ͕ƚŚĞďŽĂƌĚŽĨĚŝƌĞĐƚŽƌƐŽĨWŝĞƌŝĚĂĞ;ƚŚĞ͞ŽĂƌĚ͟ͿĂƉƉŽŝŶƚĞĚDǇƌŽŶdĠƚƌĞĂƵůƚ
as Chairman of the Board, and proceeded to form: (i) an Audit Committee comprised of Charles Boulanger, Andrew
Judson and Myron Tétreault; (ii) a Governance and Compensation Committee comprised of Matthew Rees, Alfred
Sorensen and Andrew Judson; and (iii) a Reserves, Health, Safety and Environment Committee comprised of
Matthew Rees, Charles Boulanger and Myron Tétreault.
Mr. Alfred Sorensen is the Chief Executive Officer of the Company while Mr. Thomas Dawson is the President,
Business Development, Mr. Martin Bélanger is the President, Operations and Engineering and Mr. Mario Racicot is
the Chief Financial Officer. The Company maintains its current offices in Calgary, Québec City and Halifax.
The Arrangement enabled Pieridae to strategically position itself in the North American equity markets as a
developing fully integrated energy company, from upstream production to the sale of LNG (field to flange).
WŝĞƌŝĚĂĞ͛Ɛproposed Goldboro LNG Facility combined with the resource properties formerly held by Pétrolia Inc.,
constitutes ĂŶŽƉƉŽƌƚƵŶŝƚǇĨŽƌŝŶǀĞƐƚŽƌƐƚŽƉĂƌƚŝĐŝƉĂƚĞŝŶƚŚĞŐƌŽǁƚŚĂŶĚĚĞǀĞůŽƉŵĞŶƚŽĨĂŶĂĚĂ͛ƐŽŶůǇŝŶƚĞŐƌĂƚĞĚ
LNG facility holding key permits and approvals for its current stage of development. The combined expertise and
diversification of the two predecessor companies provide Pieridae with the potential for an effective and sustainable
long-term growth plan.

Private placement and convertible loan
On August 25, 2017, Former Pieridae closed a private placement of subscription receipts at a price of $12.50 per
subscription receipt for gross proceeds of $25,651,625, comprising a cash amount of $24,632,500 and $1,019,125
in subscription receipts issued to agents as commission. Furthermore, the full amount of the Pieridae convertible
loan of US$5,000,000 was converted into Pieridae shares immediately before the closing of the Arrangement. Each
subscription receipt was automatically converted into one Pieridae share immediately prior to the completion of
the Arrangement. Each of these Pieridae shares was exchanged for 2.2057526 shares in Pieridae when the
Arrangement was completed.
The net proceeds of the private placement will be used to fund certain activities to allow Pieridae to reach the final
investment decision with respect to the Goldboro LNG Facility as well as operational, exploration and working capital
needs.
Anticosti arrangement
On September 29, 2017, the Government of Québec and the Company entered into a settlement agreement
concerning the cessation of oil & gas exploration and development activities on Anticosti Island. The cessation of
work, the end of the exploration program, as well as the amendment of the operator contract held by Pétrolia
Anticosti Inc. were negotiated in return for a $20.4 million financial compensation for the Company, of which
approximately $9M was distributed as dividend to Pétrolia Inc. shareholders, and $150,000 for Petrolia Anticosti
Inc. Under this agreement, the GŽǀĞƌŶŵĞŶƚŽĨYƵĠďĞĐŽďƚĂŝŶĞĚƚŚĞƌŝŐŚƚƐƚŽĐĞƌƚĂŝŶŽĨƚŚĞŽŵƉĂŶǇ͛ƐĞǆƉůŽƌĂƚŝŽŶ
and evaluation assets on Anticosti Island and will assume the financial obligations related to the future restoration
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of these properties. The restoration and abandonment activities started at the end of the second quarter of 2018
and are planned to be completed in the third quarter of 2018.

Regulation changes in the province of Quebec
The Quebec Minister of Natural Resources, Pierre Moreau, announced proposed regulations that will allow for the
exploration and exploitation of hydrocarbons in a large portion of the province of Quebec, particularly in the
Gaspésie region.
Subject to adoption of the regulation and analysis of the final version, Pieridae Energy anticipates these proposals
to impact its exploration projects in Gaspésie as follows.
Haldimand
The discovery of the Haldimand deposit dates back to 2005. The work completed to date by Sproule Associates
estimates the resources in place at approximately 87 million barrels, of which 12.3 million barrels oil equivalent have
been identified as possibly recoverable.
If the draft by-law is adopted as announced by the Minister, the Haldimand resources may be negatively impacted
by the new restrictions imposed as they are partly within the urban perimeter. As in the case of Anticosti, it is clear
that the first goal of the corporation is to develop this prospect, but if a change is made that prohibits the
development of a validly issued exploration licence, Pieridae will seek to negotiate a fair settlement for the
expropriation of the right to develop the resource.
Bourque
The Bourque property, located 30 km east of the town of Murdochville on Crown lands, is a significant discovery.
Pending a rigorous analysis of the regulatory texts to be published, it appears that if the proposed regulation is
adopted as announced by the Minister, the Bourque project could go forward under the proposed new regulatory
framework as it is not a shale resource nor near any of the restricted areas.
Gaspésia
Pieridae believes this proposed legislation will allow for the Quebec government to issue permits to complete the
proposed seismic program contemplated on the property this year.

Bourque project
As of November 23, 2017, Pieridae announced the update of a report prepared by Sproule Associates Limited
;͞^ƉƌŽƵůĞ͟Ϳ for its Bourque property. The partners on the Bourque project are Pieridae, Ressources Québec and
Tugliq. Pieridae is the operator of Bourque and majority owner.
This update follows the re-entry drilling of Bourque No. 1 (Bourque HZ No. 1R1) and drilling of a second horizontal
well (Bourque HZ No. 3) on the same site. Upon completion of the drilling of these wells in December 2016, the
Company installed pressure gauges and the wells were shut-in for the winter. In May 2017, these gauges were
recovered with additional production tests conducted in July 2017.
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The results of the production tests and sample analyses have been used to assess the best means to put these wells
into production. In late August, Sproule received all this new data as well as 66 km2 of reprocessed 3D seismic data
obtained in 2015. Sproule was then mandated to prepare an update of the evaluation report of the resource
contained within the Bourque project, effective as of September 30, 2017. The final report was delivered on
November 15, 2017.
As of December 30, 2017, the Total Petroleum Initially-in-WůĂĐĞ ;͞dW//W͟Ϳ contained in the Bourque reservoir is
estimated to be at 827 million barrels. This volume is bracketed by estimates made with 90% and 10% certainty
resulting in volumes of 256 million barrels and 1,606 million barrels respectively. These estimates do not account
for the amount of petroleum in place thought to be recoverable nor the economic factors in their eventual
development, both of which may be affected by the completion and production methodologies utilized in the wells.
The operations on these two wells have established the presence of oil and gas in the reservoir. It has also revealed
that the reservoir is tight and will require some stimulation to allow for economic production.

Nomination of Mr. Kjell Pedersen as a new independent director.
On June 27, 2018, Pieridae elected Mr. Kjell Pedersen as a new independent director. A native of Norway, Mr.
Pedersen has 40 years of experience in oil and gas exploration and production in Europe and North America. Mr.
Pedersen was Director of Det Norske Oljeselskap AS from 2015 until 2016. Prior thereto, he was Chairman of Aibel
AS from April 2013 until March 2015 and CEO of Petoro AS from 2001 until 2013. Petoro is owned by the Norwegian
government and manages over 1,000,000 barrels per day on behalf of the people of Norway. He began his career
as a drilling engineer with Exxon Mobil and has held various management positions at Esso and ExxonMobil in
Norway, the United States, Germany and the United Kingdom.

Change of the committee composition
Following the nomination of Mr Pedersen, the board of directors proceded to changes to two of its comittees: (i)
There were no changes to the audit committee. The Audit committee is composed of Charles Boulanger (chair),
Andrew Judson and Myron Tétrault; (ii) the reserves, health, safety and environment committee is now composed
of Matthew Rees (chair), Kjell Pedersen and Charles Boulanger and (iii) the governance and compensation
committee now comprises Andrew Judson (chair), Matthew Rees and Kjell Pedersen.

Change to the Company management team
On June 27, 2018, the company announced the resignation of its Chief Financial Officer (CFO), Mr. Mario Racicot.
Dƌ͘ZĂĐŝĐŽƚ͛ƐƌĞƐŝŐŶĂƚŝŽŶǁŝůůďĞĞĨĨĞĐƚŝǀĞ^ĞƉƚĞŵďĞƌϭ͕ϮϬϭϴ as he will retire.
Pieridae appointed Mr. Rob Dargewitcz as Vice President Finance and Risk Management. M. Dargewitcz brings over
20 years of experience in the Energy sector including the last 5 years as Treasurer of North West Redwater
Partnership (NWRP), an entity building a $9.7B Upgrader/Refinery just north of Edmonton, Alberta. Prior to NWRP,
Rob spent 15 years with Shell Canada where he had several positions over the years including Manager of Corporate
Finance - Mergers and Acquisitions, and Treasurer, as well as various other financial positions in all 4 divisions of
Shell Canada (Upstream, Downstream, Oil Sands, & Corporate).
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4. FORWARD-LOOKING STATEMENTS
Certain statements contained in this MD&A are forward-looking statements regarding in particular future events or
anticipated economic results or outlooks or future business opportunities of the Company. All statements other
than statements of historical fact may be considered forward-looking statements. Forward-looking statements
ŽĨƚĞŶ͕ďƵƚŶŽƚĂůǁĂǇƐ͕ĐŽŶƚĂŝŶǁŽƌĚƐƐƵĐŚĂƐ͞ƐĞĞŬ͕͟͞ĂŶƚŝĐŝƉĂƚĞ͕͟͞ƉůĂŶ͕͟͞ĐŽŶƚŝŶƵĞ͕͟͞ĞƐƚŝŵĂƚĞ͕͟͞ĞǆƉĞĐƚ͕͟͞ŵĂǇ͕͟
͞ǁŝůů͕͟͞ƉƌŽũĞĐƚ͕͟͞ƉƌĞĚŝĐƚ͕͟͞ƉŽƚĞŶƚŝĂů͕͟͞ƚĂƌŐĞƚ͕͟͞ŝŶƚĞŶĚ͕͟͞ƵŶĚĞƌƐƚĂŶĚ͕͟͞ĐŽƵůĚ͕͟͞ŵŝŐŚƚ͕͟͞ƐŚŽƵůĚ͕͟͞ďĞůŝĞǀĞ͟ĂŶĚ
similar expressions.
The Company is of the view that the expectations set out in these forward-looking statements are reasonable but
makes no warranties that they will materialize. These statements have been made as at the date of this MD&A and
are based on a certain number of assumptions that might prove to be inaccurate, particularly those relating to:
 The completion and results of the Company͛ƐĨƵƚƵƌĞǁŽƌŬ;
 The Company͛ƐĐĂƉĂĐŝƚǇƚŽƐĞĐƵƌĞĨŝŶĂŶĐŝŶŐ͖
 The positive Final Investment Decision;
 The scale of discoveries or production of hydrocarbons;
 The Company͛ƐĂďŝůŝƚǇƚŽƐĞĐƵƌĞĨĞĞĚŐĂƐ͖
 The Company͛ƐĐĂƉĂĐŝƚǇƚŽsign transportation agreements;
 The schedule and costs of the work planned by the Company and its partners;
 Oil and natural gas prices; and
 Regulatory impacts.
These forward-looking statements involve risks and uncertainties relating in particular to the Company͛ƐĂĐƚŝǀŝƚŝĞƐ͘
Actual results may differ materially from those stated or implied in these forward-looking statements. The factors
that may cause actual results to differ materially include, but are not limited to, the risk factors described under the
͞Risk factors͟ section in this MD&A, and which represent, according to the Company͛ƐŬŶŽǁůĞĚŐĞ͕ƚŚĞƌŝƐŬƐŬŶŽǁŶ
and unknown as well as the uncertainties facing us as at June 30, 2018 .
Investors should not place undue reliance on forward-looking statements, as there can be no assurance that the
plans, intentions or expectations upon which they are based will materialize. Readers are cautioned that the
foregoing list of important factors is not exhaustive. Investors who base their opinion on the Company͛ƐĨŽƌǁĂƌĚlooking statements should carefully consider the above factors as well as the uncertainties they represent and the
risk they entail. Readers are cautioned not to place undue reliance on the Company͛ƐĨŽƌǁĂƌĚ-looking statements.
Last, the Company does not intend and does not assume any obligation, to update these forward-looking
statements, except as required by applicable law.

5. TERRITORIES UNDER LICENCE AND PARTNERSHIPS
Pieridae holds licences for and interests in an area of over 10 117.75 square kilometres (km²), amounting to nearly
22.7% of YƵĠďĞĐ͛ƐƚĞƌƌŝƚŽƌǇƵŶĚĞƌůŝĐĞŶĐĞ͘ Located in Eastern Québec, these areas are largely known for their oil
potential. Pieridae͛ƐƚĞƌƌŝƚŽƌŝĞƐƵŶĚĞƌůŝĐĞŶĐĞĂůƐŽŽĨĨĞƌƚŚĞƉŽƚĞŶƚŝĂůŽĨĚŝƐĐŽǀĞƌŝŶŐŶĂƚƵƌĂůŐĂƐƉŽƐƐŝďůǇĐŽŶƚĂŝŶŝŶŐ
liquid natural gas.
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There are two partnership agreements covering portions of the Company͛ƐƚĞƌƌŝƚŽƌŝĞƐunder licence:







For the Baie-des-ChaleursʹMatapédia and Ristigouche licences, Pieridae and Saint-Aubin Énergie S.A.S.
(a subsidiary of Maurel & Prom and Maurel & Prom International), each hold a 50% interest in 13
licences covering an area of over 1,800 km².
The interests in the four Bourque property licences are as follows: Pieridae ʹ 51.03%; TUGLIQ Energy
S.A.R.F. ʹ 3.97%; and Ressources Québec inc. ʹ 45%.
The remaining licence blocks are wholly owned by Pieridae.

The following map plots the locations of the licences held by Pieridae Energy and its partners in Québec.

Pieridae also holds a 20% interest in Pieridae Production LP, which owns certain natural gas resource properties
situated in New Brunswick. Under certain circumstances, it is possible for Pieridae to increase this interest to 50%.
However, there is presently a government-imposed moratorium on the use of hydraulic fracturing in New Brunswick
which effectively prevents any further exploration and development by Pieridae Production LP ;͞WW>W͟Ϳ of its natural
gas resource properties in that province. The other partner in Pieridae Production LP is ORLEN Upstream Canada
>ƚĚ͕͘ĂŶĂĨĨŝůŝĂƚĞŽĨWŽůƐŬŝ<ŽŶĐĞƌŶEĂĨƚŽǁǇKƌůĞŶ^ƉſųŬĂŬĐǇũŶĂǁŚŝĐŚŝƐĂƉƵďůŝĐĐŽrporation listed on the Warsaw
stock exchange and is a major Polish oil refiner and petrol retailer with operations in Poland as well as the Czech
Republic, Germany and the Baltic States.
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The following map plots the locations of the licences held by Pieridae Energy and its partners in New-Brunswick.

6. PROJECTS, WORK PROGRAMS AND OUTLOOK
Goldboro LNG Project
Project outlook
Pieridae carries on its business indirectly, through its several limited partnerships in which it holds an interest as
shown in the diagram below. WŝĞƌŝĚĂĞ͛ƐDŝĚƐƚƌĞĂŵĐƚŝǀŝƚŝĞƐĂƌĞĐĂƌƌŝĞĚŽŶƚŚƌŽƵŐŚŝƚƐϵϵйŝŶƚĞƌĞƐƚŝŶGoldboro
LNG LP while its Upstream Activities in the United States and in New Brunswick are carried on through its 100%
interest in Goldboro LNG LP II and its 20% interest in Pieridae Production LP, respectively.
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Upstream Activities
Quebec, CAN

Upstream Activities
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Upstream Activities
New-Brunswick, CAN

Pieridae is in the development stage of its Midstream Activities and is in the early acquisition stage of its Upstream
Activities and therefore is not earning revenues from the sale of LNG, natural gas or any other product or service.
Pieridae anticipates that it will produce and procure sufficient natural gas supply, and will secure sufficient pipeline
transportation capacity, to be able to make a positive Financial Investment Decision ;͞&/͟Ϳ in relation to the
proposed Goldboro LNG Facility on or before December 31, 2018 and that the construction and commissioning of
the Goldboro LNG Facility will be completed approximately four years thereafter. As of the date of the report,
Pieridae hasŶ͛ƚ yet entered into a natural gas supply agreement for the Goldboro LNG Facility.
The Goldboro LNG Facility will be located on the Atlantic Ocean coast of the Municipality, approximately two
kilometres from the communities of Goldboro in the West, and Drum Head in the East. The Facility will include one
or possibly two liquefaction trains, each with the annual production capacity of approximately 5 MTPA of LNG, a
power plant which will generate the electricity required to produce LNG, two LNG storage tanks as well as marine
structures and a jetty which will be equipped to accommodate two LNG carriers of up to 250,000 m3 of LNG each.
The following are engineering diagrams of the proposed Goldboro LNG Facility:
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Goldboro LNG LP contracted CB&I UK Limited and CB&I Canada Limited which have completed the Front End
Engineering and Design ;͞&͟Ϳ of the Goldboro LNG Facility and Pieridae Energy has filed an Application for a
Permit to Construct a LNG Facility with the Nova Scotia Utility and Review Board ;͞E^hZ͟Ϳ and we expect
comments and delivery by Q2/Q3 2018.
In order to assist Pieridae Energy to secure project financing for the construction of the first train of the Goldboro
LNG Facility, Uniper, on behalf of Goldboro LNG LP, filed a request under the "Untied Finance Credit" program
sponsored by the Federal Republic of Germany, for a preliminary determination of whether such project financing
would qualify for a loan guarantee from the German federal government. The Application was reviewed by both
PriceWaterhouseCoopers Aktiengesellschaft Wirtschaftsprüfungsgesellschaft and Euler Hermes Deutschland A.G.
which confirmed, as the joint representatives of the German government, that, in principle, construction of the first
train of the Goldboro LNG Facility would qualify for a US $3 billion loan guarantee under the Untied Finance Credit
program provided that, among other things, at least 1.5 MTPA of the LNG produced from the first train of the
Goldboro LNG Facility is delivered by Uniper to the Netherlands for regasification and is then transported by pipeline
to the Federal Republic of Germany for consumption in its domestic gas market. Uniper is contractually obligated,
pursuant to the LNG Sale and Purchase Agreement to satisfy this condition at all relevant times.

Work completed and status update
The major achievements in the development of the Goldboro LNG Project include the following:

1. The confirmation in principle on April 25, 2013, that the project financing that is secured for the
construction of the first train of the Goldboro LNG Facility will qualify for a US $3 billion loan guarantee
from the German federal government provided that, among other things, at least 1.5 MTPA of the LNG
produced from the first train of the Goldboro LNG Facility is delivered by Uniper to the German domestic
gas market. Uniper is contractually obligated to satisfy this condition at all relevant times.

2. The pre-ƐĂůĞŽĨϰ͘ϴDdWŽĨ>E'ĂŶŶƵĂůůǇ͕ŽŶĂ͞ƚĂŬĞŽƌƉĂǇ͟ďĂƐŝƐƚŽhŶŝƉĞƌ'ůŽďĂůŽŵŵŽĚŝƚŝĞƐ^͕͘͘
previously E.ON Global Commodities S.E., ("Uniper"), agreed to on May 31, 2013, for a term of 20 years
commencing at the start of commercial deliveries of LNG. This annual volume of LNG represents
substantially all of the LNG production from one of the two planned liquefaction trains of the Goldboro
LNG Facility
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3.

The successful completion of the environmental assessment, by the Minister of the Environment of Nova
Scotia (the "Minister"), of the proposed Goldboro LNG Facility to be located on the Project Site on March
31, 2014, further renewed in August 2015 and October 2017.

4.

The issuance by the US DOE of Order No. 3639 on May 22, 2015, authorizing the annual export, by pipeline,
of up to 292 Bcf of natural gas sourced from the United States to Canada for end use in Canada or, after
liquefaction in Canada, to export, by vessel, the LNG produced from such natural gas to countries with
which the United States has a free-trade agreement. This authorization is for a period of twenty years
commencing on the earlier of date of first export and May 22, 2022.

5. The issuance by the EĂƚŝŽŶĂůŶĞƌŐǇŽĂƌĚ;͞NEB͟Ϳ of Export Licence GL-313 on August 13, 2015 (ultimately
approved May 26, 2016) authorizing the export from Canada up to 16.675 billion cubic meters of natural
gas each year for a period of twenty years commencing on the date of first export.
6.

The issuance by the NEB of Import Licence GL-314 on August 13, 2015 (ultimately approved May 26, 2016)
authorizing the import to Canada up to 11.845 billion cubic meters of natural gas each year for a period of
twenty years commencing on the date of first import.

7.

The identification of the Project Site and its acquisition on December 3, 2015.

8.

The acquisition of a 20% interest in PPLP in 2015 which owns certain natural gas resource properties
situated in New Brunswick. Under certain circumstances, it is possible to increase this interest to 50%.
However, there is presently a government-imposed moratorium on the use of hydraulic fracturing in New
Brunswick which effectively prevents any further exploration and development by PPLP of its natural gas
resource properties in that province. The other partner in PPLP is ORLEN Upstream Canada Ltd., an affiliate
ŽĨWŽůƐŬŝ<ŽŶĐĞƌŶEĂĨƚŽǁǇKƌůĞŶ^ƉſųŬĂŬĐǇũŶĂǁŚŝĐŚŝƐĂƉƵďůŝĐĐŽƌƉŽƌĂƚŝŽŶůŝƐƚĞĚŽŶƚŚĞtĂƌƐĂǁƐƚŽĐŬ
exchange and is a major Polish oil refiner and petrol retailer with operations in Poland as well as the Czech
Republic, Germany and the Baltic States.

9.

The issuance by the US DOE of Order No. 3768 on February 5, 2016, authorizing the annual export, using
the capacity of the U.S. portion of the M&N Pipeline that is in service as of February 5, 2016, of up to 292
Bcf natural gas sourced from the United States to Canada for liquefaction in Canada and re-export as LNG
to countries with which the United States does not have a free-trade agreement. This authorization is for
a period of twenty years commencing on the earlier of the date of first commercial re-export and February
5, 2023. The volume of natural gas that is authorized for export under Order No. 3768 is not additive to
the volume of natural gas that is authorized for export under Order No. 3639.

10. The successful negotiation of a collective agreement on May 3, 2017 affecting 15 of the relevant trade
unions in Nova Scotia which will be relied upon to construct the Goldboro LNG Facility and the issuance by
the Labour Board (Nova Scotia) on July 28, 2017 of order LB-1322 and order LB-1323 declaring that the
collective agreement is a project agreement with effect commencing July 27, 2017, in accordance with
subsection 5(3) of the Construction Project Labour Relations Act (Nova Scotia).
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11. The Business Combination with Pétrolia in 2017. Pieridae now owns certain natural gas resource properties
situated in Québec.
12. We filed the Application for Permit to Construct with the NSURB which is now reviewing all the
documentation.

Completed Milestones
Project Site Acquisition
On December 3, 2015, Pieridae acquired the beneficial interest in and to the Project Site from the Municipality of
Guysboro in consideration for $3,2 million. The Project Site consists of approximately 107.5 hectares (265.5 acres)
of unimproved land situated within the Goldboro industrial park. The Project Site is a suitable location for the
proposed Goldboro LNG Facility for several reasons including the fact that the Goldboro industrial park is the
origination point of the main line of the Canadian portion of the Maritimes & Northeast Pipeline (the "M&N
Pipeline") as well as the landfall site for the Sable natural gas pipeline. The Project Site also has sheltered access to
the deep water of Isaacs Harbour.
Legal title to the Project Site is held by 9290834 as bare trustee and agent of Pieridae pursuant to a declaration of
bare trust and agency agreement made by 9290834 and Pieridae as of November 4, 2015. Pieridae has the right,
exercisable on sixty (60) days prior notice at any time before March 31, 2019, to require the Municipality to
repurchase the Project Site for $3,2 million on the terms and conditions of a put option registered against title to
the Project Site. In addition, the Municipality has the right, exercisable on sixty (60) days prior notice, to repurchase
the Project Site for $3,2 million on the terms and conditions of a call option registered against title to the Project
Site if Pieridae either: (a) fails to make a final investment decision to proceed with the construction of the Goldboro
LNG Facility on or before December 31, 2018; or (b) fails to obtain all regulatory permits that are necessary to
construct the Goldboro LNG Facility on or before December 31, 2018.
We have now completed the land deforestation and grubbing in preparation for the next steps.
Environmental Assessment
On March 21, 2014, the Minister approved the proposed Goldboro LNG Facility pursuant to section 40 of the
Environment Act (Nova Scotia) and subsection 26(1) of the Environmental Assessment Regulations. The approval is
subject to approximately forty conditions which are described in more detail at:
http://novascotia.ca/nse/ea/goldboro-lng/conditions.pdf.
One of the conditions (condition 1.3) requires that Pieridae commences work on the Goldboro LNG Facility within
two years of the issuance of the approval unless granted a written extension by the Minister. On August 6, 2015,
the Minister issued to Pieridae written confirmation that the deadline to commence work on the Goldboro LNG
Facility is extended to March 21, 2019.
The Canadian Environmental Assessment Agency determined pursuant to paragraph 128(1)(c) of the Canadian
Environmental Assessment Act (Canada) that a federal environmental assessment was not required to be obtained
by Pieridae in relation to the proposed Goldboro LNG Facility.
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Environmental Protection
Pieridae is subject to, and to the best of its knowledge is in compliance with, federal, provincial and municipal
environmental legislation in all of its areas of activity. Pieridae recognizes that it must conduct all of its activities in
a manner that both protects and preserves the environment.
Upstream Strategy
On March 4, 2013, Pieridae entered into an agreement with Contact Exploration Inc. (subsequently Kicking Horse
Energy Inc.) to establish Pieridae Production LP (PPLP) in order to acquire and develop natural gas resources in New
Brunswick. As at January 1, 2014, Pieridae, as a limited partner, had a 16.98% interest in PPLP and has made no
further contributions to PPLP during that year. During 2015 Pieridae invested an additional $750,000 in PPLP,
increasing its ownership interest to 20%. Pieridae is entitled to contribute an additional $14,125,000 to PPLP prior
to any further funding by the other partner, and to thereby increase its ownership in PPLP to 50%. In late 2015,
ORLEN Upstream Canada Ltd. acquired Kicking Horse Energy Inc.
There is presently a government-imposed moratorium on the use of hydraulic fracturing in New Brunswick which
effectively prevents any further exploration and development by PPLP of its natural gas resource properties in that
province.
On October 24th, 2017, Pieridae entered into an agreement with Pétrolia inc., acquiring properties amounting to
ŶĞĂƌůǇϮϮ͘ϳйŽĨYƵĠďĞĐ͛ƐƚĞƌƌŝƚŽƌǇƵŶĚĞƌůŝĐĞŶĐĞ and located in the eastern part of the province.
The LNG Purchase and Sale Agreement
Pieridae Energy and Uniper have entered into an agreement dated May 31, 2013, as amended on February 3, 2016
and June 2, 2017 (the "LNG Sale and Purchase Agreement") which contemplates the sale each year by Goldboro LNG
LP, and the purchase by Uniper on a "take or pay" basis, of 4.8 MTPA of LNG for a term of 20 years commencing at
the start of commercial deliveries of LNG. Title and risk to the LNG will pass from Goldboro LNG LP to Uniper at the
point that the LNG passes ĨƌŽŵƚŚĞ'ŽůĚďŽƌŽ>E'&ĂĐŝůŝƚǇƚŽƚŚĞĐƵƐƚŽŵĞƌ͛Ɛ>E'ǀĞƐƐĞů͘dŚĞƉƌŝĐĞŽĨ>E'ŝƐĞǆƉƌĞƐƐĞĚ
in U.S. dollars and is determined primarily by reference to the prevailing price for natural gas quoted on a prescribed
European index discounted for costs incurred by the customer for the transportation and regasification of LNG.
Under the terms of the LNG Sale and Purchase Agreement, Uniper has the right to terminate the agreement in
accordance with its terms, including in the event Goldboro LNG LP fails to meet certain milestone deadlines (and
such deadlines are not extended as agreed to between Uniper and Goldboro LNG LP). Additionally, on May 7th, 2018,
Pieridae Energy announced it had entered into a term sheet to negotiate a binding liquefied natural gas sale and
purchase agreement to supply LNG to Europe from the Second Train of the Goldboro liquefaction facility. Under the
term sheet, Axpo, a Swiss utility,will purchase up to 1 million tonnes per annum of LNG. This contract is scheduled
to begin from the Start of Commercial Deliveries (currently estimated to be the first quarter of 2023) and last for a
10-year period.
Labour Matters
In order to establish a basis for determining the labour component of the construction cost of the Goldboro LNG
Facility and to ensure that the construction of the Facility is not interrupted by a labour dispute, Pieridae Energy
negotiated a project special needs collective agreement (the "Collective Agreement") affecting 15 of the relevant
trade unions in Nova Scotia, of which 13 have signed and ratified the Collective Agreement.
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On May 8, 2017 Nova Scotia Construction Labour Relations Association Limited, acting as the bargaining agent of
Goldboro LNG LP, applied to the Labour Board (Nova Scotia) pursuant to subsection 5(1) of the Construction Project
Labour Relations Act (Nova Scotia) for an order declaring the Collective Agreement to be a project agreement and
declaring it to be in effect and thereby binding on all relevant trade unions. This application was opposed by the
Operating Engineers, Local 721 which had applied to the Labour Board (Nova Scotia) under subsections 14(1) and
15(1) of the Construction Project Labour Relations Act (Nova Scotia) for a hearing to determine whether or not the
Collective Agreement has the requisite approval of 85% of the relevant trade unions. That hearing was held on
July 27, 2017. On July 28, 2017, the Labour Board (Nova Scotia) issued order LB-1322 and order LB-1323 declaring
that the Collective Agreement is a project agreement and that it is effective commencing July 27, 2017, in
accordance with subsection 5(3) of the Construction Project Labour Relations Act (Nova Scotia).
Market and Marketing Plans
Goldboro LNG LP has pre-sold substantially all of the LNG production from one of the two liquefaction trains planned
for the Goldboro LNG Facility to Uniper under the LNG Sale and Purchase Agreement for a term of twenty years
commencing at the start of commercial production and has entered into a term sheet to negotiate a binding sale
and purchase agreement where Axpo would purchase up to 1 million tonnes per annum of LNG. This second contract
is scheduled to begin from the Start of Commercial Deliveries and last for a 10-year period.
Regulatory - Canada
On August 13, 2015, the National Energy Board confirmed its decision, subject to the approval of the Governor in
Council, to issue a licence to Pieridae Energy to:
 Export from Canada up to 16.675 billion cubic meters of natural gas each year for a period of twenty years
commencing on the date of first export ("Export Licence GL-313"); and
 Import to Canada up to 11.845 billion cubic meters of natural gas each year for a period of twenty years
commencing on the date of first import ("Import Licence GL-314").
On May 26, 2016, the Governor in Council approved Export Licence GL-313 and Import Licence GL-314 pursuant to
section 117 of the National Energy Board Act (Canada).
Regulatory - United States
On May 22, 2015, the Department of Energy of the United States (the "US DOE") issued an order ("Order No. 3639")
granting Goldboro LNG LP II authorization to export annually, by pipeline, up to 292 Bcf of natural gas sourced from
the United States to Canada for end use in Canada or, after liquefaction in Canada, to export, by vessel, the LNG
produced from such natural gas to countries with which the United States has a free-trade agreement. This
authorization is for a period of twenty years commencing on the earlier of the date of first export and May 22, 2022.
On February 5, 2016, the US DOE issued an order ("Order No. 3768") granting Pieridae, as the general partner of
Goldboro LNG LP II, authorization to export annually, using the capacity of the U.S. portion of the M&N Pipeline that
is in service as of February 5, 2016, up to 292 Bcf natural gas sourced from the United States to Canada for
liquefaction in Canada and re-export as LNG to countries with which the United States does not have a free-trade
agreement. This authorization is for a period of twenty years commencing on the earlier of the date of first
commercial re-export and February 5, 2023. The volume of natural gas that is authorized for export under Order
No. 3768 is not additive to the volume of natural gas that is authorized for export under Order No. 3639.
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The regulatory history of the applications made by Goldboro LNG LP II, including a copy of Order No. 3639 and Order
No. 3768, can be accessed at https://energy.gov/fe/downloads/pieridae-energy-usa-ltd-fe-dkt-no-14-179-lng.
Both Order No. 3639 and Order No. 3768 are subject to certain reporting requirements and other conditions
ŝŶĐůƵĚŝŶŐƚŚĞƌĞƋƵŝƌĞŵĞŶƚƚŽĐŽŵƉůǇǁŝƚŚƚŚĞh^K͛ƐWƌŽĐĞĚƵƌĞƐĨŽƌŚĂŶŐĞŝn Control Affecting Applications and
Authorizations to Import or Export Natural Gas (79 FR 65541).
On December 18, 2015 Goldboro LNG LP II applied to the Assistant Secretary for Fossil Energy of the US DOE to
approve the change of control of it occasioned by the acquisition by ORLEN Upstream Canada Ltd. of all of the issued
and outstanding shares in the capital of Kicking Horse Energy Inc. which, at that time, owned (indirectly through KCK
Atlantic Holdings Ltd.) approximately 10,77% of the issued and outstanding shares in the capital of Pieridae. On
November 23, 2016, the US DOE notified Pieridae USA that the request for approval of the change in control is
granted.
On May 21, 2017, Goldboro LNG LP II applied to the Assistant Secretary for Fossil Energy of the US DOE to approve
the change of control of it occasioned by the proposed amalgamation of Pieridae and Pétrolia pursuant to the
Arrangement. This application remains outstanding as of the date of this report.
On August 30, 2016, the US DOE promulgated the Revised Procedures Affecting Applications and Authorizations for
the In-Transit Movement of Natural Gas (81 FR 59436) which clarify that in-transit shipments of natural gas are not
"imports" or "exports" within the meaning of section 3 of the Natural Gas Act (15 U.S. Code Chapter 15B).
Goldboro LNG LP II intends to rely on, and to comply with, these procedures in respect to possible shipments of
natural gas by pipeline from Western Canada through portions of the United States en route to the Goldboro LNG
Facility. For these purposes, an "in-transit" shipment of natural gas includes a shipment of natural gas from Canada
that only temporarily passes through the United States before returning to Canada.

Project Competitive Advantage
Integrated LNG Business Model
WŝĞƌŝĚĂĞŝƐĐƵƌƌĞŶƚůǇĂŶĂĚĂ͛ƐŽŶůǇŝŶƚĞŐƌĂƚĞĚ>E'ĞŶƚĞƌƉƌŝƐĞŚŽůĚŝŶŐŬĞǇƉĞƌŵŝƚƐĂŶĚĂƉƉƌŽǀĂůƐĨŽƌŝƚƐĐƵƌƌĞŶƚƐƚĂŐĞ
of development. Pieridae combines the world-class expertise, experience and assets diversification of two
companies ʹ Pieridae and Pétrolia ʹ which creates a model for effective and sustainable long-term growth. Half of
the initial capacity of the Goldboro LNG Facility is sold under a 20-year, take-or-pay contract with Uniper Global
ŽŵŵŽĚŝƚŝĞƐ^͕ĂϭϬϬйƐƵďƐŝĚŝĂƌǇŽĨhŶŝƉĞƌ^͕ŽŶĞŽĨƵƌŽƉĞ͛ƐŵŽƐƚŝŵƉŽƌƚĂŶƚĞŶĞƌŐǇĐŽŵƉĂŶŝĞƐ͘ From its first
acquisition of resources in New Brunswick to its merger with Pétrolia, Pieridae has built an initial long-term portfolio
of natural gas reserves in key natural gas basins in Québec and New Brunswick with plans to increase its reserves in
the near future. WŝĞƌŝĚĂĞ͛Ɛ'ŽůĚďŽƌŽ>E'&ĂĐŝůŝƚǇǁŝůůďĞEŽƌƚŚŵĞƌŝĐĂ͛ƐĐůŽƐĞƐƚŵĂŝŶůĂŶĚ>E'ĞǆƉŽƌƚƚĞƌŵŝŶĂůƚŽ
Europe. WŝĞƌŝĚĂĞ͛ƐŝŶƚĞŐƌĂƚĞĚ>E'ďƵƐŝŶĞƐs model enhances our ability to comprehensively manage commercial risk.
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Long-Term Sales Contract
The primary sales contract with Uniper, a German utility, for approximately 5 MMTPA, gives us long-term end user
market access. This is important as LNG buyers are now signing shorter and smaller contracts.1 The second
agreement, where the Axpo, a Swiss utility, would purchase up to 1 million tonnes per annum of LNG, is scheduled
to begin from the Start of Commercial Deliveries and last for a 10-year period.
Financing (UFK)
As part of the agreement with Uniper, Pieridae is expected to receive an untied loan guarantee from Germany for
approximately 3.0 B$ on processing equipment. The low cost of capital and the amount of leverage which can be
achieved represent a significant advantage over competitors. Achieving a debt to equity structure of about 80/20
over the 50/50 of competitors on processing is a huge advantage ƐŝŶĐĞ WŝĞƌŝĚĂĞ͛Ɛ cost of debt could be at
approximately 200 basis points lower than its competitors. All this translates into a cost of conversion of up to a
$1.00/MMbtu lower than an integrated LNG company without such guarantee.
World demand
According to the International Energy Agency, the global energy demand is expected to grow by 30% between 2015
and 20402. Global demand for LNG is predicted to grow from approximately ~175 MMPTA in 2010 to approximately
~375 MMPTA in 2020 and around ~575 MMPTA by 20353.It is predicted that demand in 2017 will increase ~9% to
280 MMTPA as China and Emerging markets will drive the demand growth over the next few years driven by
^ŽƵƚŚĞĂƐƚƐŝĂ͛ƐĚĞŵĂŶĚ͘ European demand is expected to buoy the global LNG demand from 2026 to 20304.
Excess Supply
Controlling the value chain from feed to transport and liquefaction. Pieridae, as part of its value chain strategy, plans
to acquire stranded and economically constrained reserves and move them to world market prices. This includes
acquisitions and joint ventures to acquire reserves in Canada and the United States. At the moment, there are
multiple producers in Western Canada without a market to export their gas productions, driving the AECO prices
down. Combined with smaller oil and gas business having difficulty to get back on their feet since the 2014 decline
in oil prices, Pieridae has the opportunity to acquire feedstock at a good price.
Transport Capacity
The gas supply from a variety of sources for the project will be delivered via existing pipelines to the final connecting
pipeline Maritimes and Northeast Pipeline (M&NP), located directly adjacent to the project site. All of the Western
Canada production would move through the TransCanada mainline with a tolling structure. This system is currently
underutilized with a current capacity of approximately 6 Bcf/day, but operating at about 2.4 Bcf/day.

1

Royal Dutch Shell plc, Shell LNG outlook 2018: Supply Investment Required To Meet Long-Term Demand Growth, Shell interpretation of HIS Markit,
Wood Mackenzie FGE, BNEF and Poten & Partners Q4 2017 Data, page 26.
2
Royal Dutch Shell plc, Shell LNG outlook 2018: External Environment Creating More Opportunities For Gas And LNG, page 5.
3
Royal Dutch Shell plc, Shell LNG outlook 2018: Supply Investment Required To Meet Long-Term Demand Growth, Shell interpretation of HIS Markit,
Wood Mackenzie FGE, BNEF and Poten & Partners Q4 2017 Data, page 24.
4
Todd Kepler, CFA, Pieridae Energy Limited: On Track to Become Canada’s First Major LNG Exporter, Laurentian Bank Securities, Oil and Gas, January
16, 2018, page 20.
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Delivery
The location of our LNG Facility is another of the essential advantages of the project. The land where the facility will
be built will allow North American gas to be turned into International gas, allowing all targeted markets to be served
within a 6-days baseload and a 14-days or less shipping range.

Planned work for 2018
For 2018, Pieridae intends to make its Final /ŶǀĞƐƚŵĞŶƚĞĐŝƐŝŽŶ;͞&/͟Ϳ ďǇƚŚĞ ĞŶĚŽĨ the year. To achieve this
decision, Pieridae is actively working towards securing financing via debt and equity. It also plans on securing its gas
supply, transportation and sales for 1 and/or 2 trains in the upcoming quarters. The Corporation is working to ensure
that it has all the regulatory permits needed and to obtain the approval by the Nova Scotia Energy Board for the
FronƚŶĚŶŐŝŶĞĞƌŝŶŐĂŶĚĞƐŝŐŶ;͞FEED͟Ϳ and make sure that all the other conditions are met.
For the facility, in the upcoming quarters, Pieridae intends to enter into an EPC agreement for construction of the
Goldboro LNG Facility. This agreement, will be the lump-sum contract by the engineering firm for the construction
of the Goldboro LNG Facility.

Haldimand project (Gaspé block)
Project background and potential
Discovered in 2006, Haldimand is a conventional deposit located in the York River Formation, which consists of
naturally fractured sandstone. It is located on the Haldimand Peninsula outside the Town of Gaspé, in a forest in the
Sandy Beach area. On October 23, 2017, Pieridae has acquired complete control of the project. Previously, the
Company had a 50% interest with Québénergie inc. holding the other 50%.
Over the years, exploration work has been carried out on the property, including the drilling of Haldimand 1, 2 and
4, three-dimensional seismic, surface geochemical and magnetotelluric surveys, reprocessing of data as well as well
cleaning operations. As at June 30, 2018, Pieridae and its partners have invested over $29 million in the property.
Following the work carried out, Pieridae confirmed the existence of a functional oil reservoir comprising natural
fractures on the Haldimand property. The production test carried out in 2016 on Haldimand 4 allowed the natural
production, without artificial aid, of high-quality oil (API 53). During this test program, which included periods of
production and stoppage, the well produced nearly 1,200 barrels of light oil without a pump. This test also allowed
the collection of important data on the permeability and porosity of the reservoir.
As shown in the following table, as of October 31, 2017, an independent assessment by Sproule, an oil industry
consulting firm, calculated the best estimate of the Discovered Petroleum Initially-In-Place (DPIIP), unadjusted for
risk, at 87,9 million barrels and the Unrisked Contingent Resources at 12,4 million barrels.
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Crude (100%)
(millions of barrels)

Discovered Petroleum Initially-In-Place
(DPIIP)
Contingent Resources

Low estimate

Best estimate

High estimate

13,8

87,9

199,1

1,4

12,4

28,4

Planned work for 2018
Pieridae is working on developing a stimulation program that would allow an optimal production of the Haldimand
reservoir. Once we have completed the analysis and studies of the data collected we will work on potential
stimulation programs and will file applications to obtain all the permits and authorizations necessary to carry out
those programs (should it be authorized by the new regulations).

Bourque project
Project background and potential
The Bourque project, which was launched in 2007, is located on the northwestern part of the Gaspé property, 30 km
east of Murdochville and 50 km west of the Town of Gaspé. There are four licences related to this property. The
Company͛ƐŝŶƚĞƌĞƐƚŝn this project currently amounts to 51.03%, with the interests of Ressources Québec Inc. and
TUGLIQ Energy Corp. in the licences amounting to 45% and 3.97%, respectively.
A number of exploration programs have been carried out in the property in recent years, including a
three-dimensional seismic survey in 2008, the drilling of Bourque 1 and Bourque 2 in 2012, as well as the re-entry
of Bourque 1 and the drilling of Bourque 3 in 2016. As at June 30, 2018 , Pieridae and its partners have invested
nearly $31 million in the property.
The work made it possible to identify geological prospects in the Forillon Formation for which Sproule estimated, as
of September 30, 2017, the mean volume of Total Petroleum Initially-In-Place, unadjusted for risk, at 827 million
barrels of oil.
Pieridae’s share
Total Petroleum Initially-In-Place (100%)
(51.03%)
(Mbbl)

Bourque North
Bourque South
Bourque 2 Region
Total

(Mbbl)

Low
estimate

Best
estimate

High
estimate

Mean
estimate

26
206
24
256

99
647
81
827

199
1,246
161
1,606

50
330
41
422
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Work completed and status update
Following the re-entry of Bourque 1 (Bourque HZ No. 1R1) and the drilling of Bourque 3 (Bourque HZ No. 3) carried
out in fall 2016 pressure gauges were installed and the wells were shut-in for the winter. The pressure data recorders
installed in the two wells in December 2016 were recovered on May 17, 2017.
On July 19, 2017, production tests on the Bourque No. 1 R1 and No. 3 wells were resumed.
The results of the production tests and sample analyses have been used to assess the best means to put these wells
into production. In late August, Sproule received all this new data as well as 66 km2 of reprocessed 3D seismic data
obtained in 2015. Sproule was then mandated to prepare an update of the evaluation report of the resource
contained within the Bourque project, effective as of September 30, 2017. The final report was delivered on
November 15, 2017.

Planned work for 2018
We plan on recovering the downhole gauges for further analysis of the data, after which we will work toward
potential stimulations programs together with our Partners.

Other properties
Pieridae reviewed all of its data from his other properties in the Gaspé Peninsula to pinpoint areas with
characteristics similar to those found in the Bourque Project and identified high-potential development properties.

Planned work for 2018 :
For the Gaspé Peninsula, a 169.5 km2 Pseudo 3D seismic survey is planned to define a major structure mapped with
already acquired 2D seismic lines. The new survey is designed to confirm the structural closure. We will also conduct
a 1,090 km survey with an Airborne Hydrocarbon Geochemical Sensing System. Additional to this survey, we have
planned an optional 1,194 km of Airborne Electromagnetic Survey to confirm the prospectivity of this feature. The
Company is waiting for the legal authorizations and permits in order to proceed. Pending on Authorizations these
surveys are planned for the summer and fall of 2018. Given positive results, the drilling of an exploratory well is
tentatively forecast for the 2019 drilling season. The main objectives are the Val-Brilliant Silurian sandstones and
Sayabec Silurian carbonates, as a dry gas prospect. The work as planned should be:




A Pseudo 3D seismic survey & Processing for Gaspésia;



A Geophysical AEM-PTP, Passive Airborne Transient Pulse Electromagnetic, survey for Gaspesia,
Fletcher-Le Ber and Haldimand-Tar Point (Optional).

A Geochemical, Arial Hydrocarbons detection, survey with Sky Hunter for Gaspesia, Fletcher-Le Ber
and Haldimand-Tar Point;

7. COMPANY EXPERTISE
Pieridae has a dynamic, motivated team, with highly skilled technical personnel, making the Company the first
integrated LNG player in Canada.
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All Company worksites employ industry best practices. As a result, every effort is made to reduce environmental
and social risks as much as possible. On that front, an emergency measures plan tailored to the reality of each region
is prepared to prevent and react effectively to emergency situations.

8. MANAGEMENT’S ANALYSIS OF FINANCIAL INFORMATION
Selected annual information
For the 3 months ended
June 30,
2018
2017
$
$
[000s]
[000s]
STATEMENT OF LOSS
Revenues
Net loss attributable to equity holders
Basic and diluted net loss per share (post-consolidation)

66
(2,711)
(0.054)

For the 6 months ended
June 30,
2018
2017
$
$
[000s]
[000s]

—

82

—

(1,572)
(0.046)

(5,653)
(0.112)

(3,630)
(0.105)

(3,901)
(773)
(389)

(860)

As at
June 30,
2018

As at
December
31,
2017
10,379
74,045
14,683
59,362

STATEMENT OF CASH FLOWS
Cash flows related to operating activities
Cash flows related to investing activities
Cash flows related to financing activities
STATEMENT OF FINANCIAL POSITION

Working capital
Total assets
Total liabilities
Equity

4,981
70,599
15,275
55,324

—

81

Operating results and cash position
For the three-month period ended June 30, 2018, the Company͛ƐƌĞǀĞŶƵĞƐ mainly consisted of project management
revenues totalling $66,000. Project management revenues comprise management fees invoiced by the Company as
a project operator for exploration and restoration work.
For the same period, the Company reported a net loss attributable to the equity holders of $2,711,000, compared
with $1,572,000 for the three-month period ended June 30, 2017. The variation is mainly due to salaries and sharebased compensation that increased by $1,227,000. Moreover, with the resumption of activities in 2018, engineering
expenses and environmental review increased by $854,000 and the Company incurred land clearing expenses for
$216,000. This is compensated by a non-recurring loss on conversion right of $1,232,000 incurred for the threemonth period ended June 30, 2017.
As at June 30, 2018, the Company had $16,169,000 in cash and cash equivalents and cash equivalent held for
exploration and $4,981,000 in positive working capital.
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Analysis of cash flows
For the six-month period ended June 30, 2018, the Company͛ƐŽƉĞƌĂƚŝŶŐĂĐƚŝǀŝƚŝĞƐƵƐĞĚĐĂƐŚƚŽƚĂůůŝŶŐΨ3,901,000,
compared with cash used amounting to $860,000 for the same period in 2017. The difference arose primarily from
the net loss and net change in non-cash operating items between the periods.
Investing activities for the six-month period ended June 30, 2018, used $773,000 mainly explained by the land
ŝŵƉƌŽǀĞŵĞŶƚƉĞƌĨŽƌŵĞĚŽŶ'ŽůĚďŽƌŽ͛ƐƐŝƚĞĂŶĚthe increase in exploration and evaluation costs.
Cash flows used from financing activities in the first two quarters of 2018 amounted to $389,000, primarily from the
increase in restricted cash and cash equivalent related to guarantee provided in the process of obtaining the permit
ƚŽĐŽŶƐƚƌƵĐƚ'ŽůĚďŽƌŽ͛ƐĨĂĐŝůŝƚǇ͘dŚŝƐĂŵŽƵŶƚŝƐŽĨĨƐĞƚďǇproceeds totalling $140,000 from the issuance of 48,800
shares through the exercise of stock options. These proceeds are reduced by the repayment of promissory notes for
an amount of $25,000. During the same period in 2017, financing activities generated cash totalling $81,000
stemming from proceeds from the issuance of promissory notes totalling an amount of $25,000 and decrease in
restricted cash for $28,000.

Analysis of administrative and operating expenses
Detail of administrative expenses:
For the 3 months ended
June 30,
2018
2017
$
$
[000s]
[000s]
Share-based compensation
Salaries and employee benefits
Board of Directors fees
Travel
Professional services
Depreciation of property, plant and equipment
Other expenses
Total administrative expenses before re-invoicing
Re-invoicing of expenses

399
377
150
50
716
5
65
1,762
(3)

1,759

35
2
Ͷ
Ͷ
594
Ͷ
Ͷ
631
Ͷ
631

For the three-month period ended June 30, 2018, administrative expenses, net of re-invoiced expenses, were up
$1,128,000 from the same period in 2017. The key differences in administrative expenses is explained by employees
and directors compensation as well as professional services.
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Detail of operating expenses:
For the 3 months ended
June 30,
2018
2017
$
$
[000s]
[000s]
Engineering and consulting
Environmental review
Land improvement
Share-based compensation
Salaries and employee benefits
Travel
Depreciation of property, plant and equipment
Other expenses
Total administrative expenses before re-invoicing
Re-invoicing of expenses
Transfer to land improvement
Transfer to exploration and evaluation assets

637
106
216
174
463
76
11
84
1,767
(53)
(5)
(134)
1,575

(111)
—
—

146
3
9
1
—

48
—
—
—

48

For the three-month period ended June 30, 2018, operating expenses, net of re-invoiced expenses and transfers,
were up $1,527,000 from the same period in 2017. Net of transfers, the key differences in operating expenses were
engineering and consulting, environmental review, land improvement, salaries and employee benefits and other
expenses. The engineering and consulting fees as well as environmental review rose due to the resumption of
activities following the financing obtained in the third quarter of 2017. Land improvement expenses represents a
portion of land deforestation and grubbing done in preparation for the construction of the LNG facility and its related
construction camp located on a parcel of land that will be leased at the beginning of the construction. Salaries and
employee benefits increased as employees were temporary laidoff from April to October while the Company was
closing its private placement and the amalgamation with Petrolia. Other expenses comprise, among others, licences
and rental expenses.

Summary of quarterly results
The Company͛ƐƋƵĂƌƚĞƌůǇƌĞƐƵůƚƐŵĂǇĨůƵĐƚƵĂƚĞƐŝŐŶŝĨŝĐĂŶƚůǇĨƌŽŵƋƵĂƌƚĞƌƚŽƋƵĂƌƚĞƌŽǁŝŶŐƚŽthe development stage
of the Company.
The information for the summary of quarterly results is based on International Financial Reporting Standards (IFRS).
All per share information are disclosed on a post-consolidation basis.

PIERIDAE ENERGY LIMITED

25
MD&A ʹ June 30, 2018

Revenues (including financial income)
Net loss attributable to equity holders
Net loss per share attributable to equity
holders
Basic and diluted (post-consolidation)

Revenues (including financial income)
Net loss attributable to equity holders
Net loss per share attributable to equity
holders
Basic and diluted (post-consolidation)

June
2018
$
[000s]

March
2018
$
[000s]

December
2017
$
[000s]

September
2017
$
[000s]

118
(2,711)

61
(2,942)

161
(3,064)

Ͷ
(2,131)

(0.054)

(0.058)

(0.067)

(0.062)

June
2017
$
[000s]

March
2017
$
[000s]

December
2016
$
[000s]

September
2016
$
[000s]

Ͷ
(1,572)

Ͷ
(2,058)

Ͷ
(5,426)

Ͷ
(1,343)

(0.046)

(0.060)

(0.158)

(0.039)

Analysis of share of associates
dŚĞŽŵƉĂŶǇ͛Ɛ share in the net loss of associates for the three-month period ended June 30, 2018, totalled $3,000
compared with $30,000 for the same period in 2017.
Financial information:
Key financial information for the interests held by Pieridae in Pieridae Production LP [20% of units] is as follows:
As at
June 30,
2018
$
[000s]
Current assets
Non-current assets
Current liabilities

135
20,145
(1,978)

As at
December 31,
2017
$
[000s]
134
20,145
(1,947)
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For the six months ended
June 30,
2018
2017
$
$
[000s]
[000s]
Net loss for the period
Share of Pieridae

(30)
(6)

(150)
(30)

Related party transactions
dŚĞŽŵƉĂŶǇ͛ƐƌĞůĂƚĞĚƉĂƌƚŝĞƐŝŶĐůƵĚĞŽƚŚĞƌƌĞůĂƚĞĚƉĂƌƚŝĞƐĂŶĚŬĞǇŵĂŶĂŐĞŵĞŶƚƉĞƌƐŽŶŶĞů͕ĂƐĚĞƐĐƌŝďĞĚďĞůŽǁ͘
Transactions with key management personnel
Key management personnel compensation includes the following expenses:
For the six months ended
June 30,
2018
2017
$
$
[000s]
[000s]
Short-term employee benefits:
Salaries and employee benefits
Director fees
Total short-term employee benefits
Fees
Share-based compensation
Total compensation

665
196
861
52
1,680
2,593

201
Ͷ
201
Ͷ
Ͷ
201

During the periods ended June 30 2018, and 2017, no options granted under the stock option plan were exercised
by key management personnel of the Company.

Financial instrument disclosure
Risk management policy
The Company͛Ɛ ĨŝŶĂŶĐŝĂů ĂƐƐĞƚƐ ĂŶĚ ůŝĂďŝůŝƚŝĞƐ ĞǆƉŽƐĞ ŝƚ ƚŽ ǀĂƌŝŽƵƐ ƌŝƐŬƐ͘ dŚĞ ĨŽůůŽǁŝŶŐ ĂŶĂůǇƐŝƐ ƉƌŽǀŝĚĞƐ ĂŶ
assessment of those risks as at the statement of financial position date, that is, June 30, 2018.

Credit risk
The assets that give rise to potential credit risk exposure for the Company consist primarily of cash and cash
equivalents, receivables and security deposits. The Company͛ƐĐĂƐŚĂŶĚĐĂƐŚĞƋƵŝǀĂůĞŶƚƐĂƌĞŚĞůĚǁŝƚŚŽƌĂƌĞŝƐƐƵĞĚ
by established Canadian financial institutions, while security deposits are made directly to the Government of
Québec. Receivables are mostly amounts related to commodity taxes or from subsidiaries of the Government of
Québec. Management considers the risk of non-recovery to be low.
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Liquidity and funding risk
Liquidity and funding risk is the risk that the Company may be unable to obtain sufficient cash or its equivalent in a
timely and cost-effective manner to meet its commitments as they become due. The Company͛Ɛ ŽďũĞĐƚŝǀĞ ŝŶ
managing liquidity risk is to maintain sufficient readily available reserves in order to meet its liquidity requirements
as they become due. The Company manages its capital structure, being its share capital and debt facilities, and
makes adjustments to it based on the funds available to the Company, in order to support future business
opportunities. The Company manages the capital structure and makes adjustments in light of changes in economic
and market conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital
structure, the Company may issue new shares, additional debt facilities and/or consider strategic alliances including
joint venture partners. To date, the Company has funded its share of commitments from existing cash balances and
equity raises.

Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market conditions. Market risk comprises three types of risk: interest rate risk, currency risk and price
risk.

Interest rate risk
The Company is exposed to fair value risk through interest rate risk on its fixed-rate financial instruments.

Currency risk
The Company is also exposed to fluctuations in foreign exchange rates as certain accounts payable and accrued
liabilities and commitments are US dollar, UK pound sterling and Euro denominated. If the Canadian dollar was to
change by five percent against the various currency exposures, the impact to the foreign exchange gain or loss would
have been approximately $66,000. To date, the Company has not entered into any foreign currency transactions or
financial instruments to manage currency risks.

Price risk
While the Company is still in a pre-development phase, it is not directly subject to fluctuations in commodity prices.
However, fluctuations in commodity prices, specifically the price of LNG and the price of the North American gas
supply, have a significant impact on the Company͛ƐĨŝŶĂůŝŶǀĞƐƚŵĞŶƚĚĞĐŝƐŝŽŶĨŽƌƚŚĞ>E'ƉƌŽũĞĐƚ͘dŚĞƐĞĐŽŵŵŽĚŝƚǇ
prices also have a significant impact on the Company͛Ɛ ĂďŝůŝƚǇ ƚŽ ĂƚƚƌĂĐƚ ƚŚĞ ŶĞĐĞƐƐĂƌǇ ŝŶǀĞƐƚŵĞŶƚ ƚŽ ƵůƚŝŵĂƚĞůǇ
construct the LNG project. As the Company advances toward a final investment decision for the LNG project and
pursues the required financing it will evaluate a number of options to potentially manage this risk.

9. RISK FACTORS
The Company operates in an industry exposed to a variety of risk factors and uncertainties. The risks disclosed below
reflect, to its knowledge, the risks and uncertainties to which the Company is exposed as at June 30, 2018.

PIERIDAE ENERGY LIMITED

28
MD&A ʹ June 30, 2018

Risks inherent to the industry
The LNG, oil and gas industry involves a high degree of risk which even a combination of experience, knowledge and
careful evaluation may not be able to overcome.

Additional financing
The Company will require additional financing to support operations. A source of future funds available to
the Company is the issuance of additional shares. The Company͛ƐŽƉĞƌĂƚŝŽŶƐŵĂǇĂůƐŽďĞĨŝŶĂŶĐĞĚŝŶǁŚŽůĞŽƌŝŶ
part with debt, a partnership agreement or a sale of an interest in an oil or natural gas property. Debt financing may
increase the Company͛ƐĚĞďƚůĞǀĞůƐĂďŽǀĞŝŶĚƵƐƚƌǇƐƚĂŶĚĂƌĚƐ͘ Depending on future development and exploration
plans, the Company may require additional equity and/or debt financing that may not be available or available on
favourable terms. The level of the Company͛Ɛ indebtedness that may occur from time to time could impair
the Company͛ƐĂďŝůŝƚǇƚŽŽďƚĂŝŶĂĚĚŝƚŝŽŶĂůĨŝŶĂŶĐŝŶŐŝŶƚŚĞĨƵƚƵƌĞŽŶĂƚŝŵĞůǇďĂƐŝƐƚŽƚĂŬĞĂĚǀĂŶƚĂŐĞŽĨďƵƐŝŶĞƐƐ
opportunities that may arise. Financing by way of a partnership or sale of an interest may reduce the interest held
by the Company in the properties in respect of which the financing is obtained. There can be no assurance that such
financing will be available to the Company. Furthermore, even if such financing is successfully secured, there can be
no assurance it will be obtained on terms favourable to the Company or provide the Company with sufficient funds
to meet its objectives, which may adversely affect the Company͛Ɛ ďƵƐŝŶĞƐƐ ĂŶĚ ĨŝŶĂŶĐŝĂů ƉŽƐŝƚŝŽŶ͘ If financing is
obtained by issuing additional equity, control of the Company may be affected.

Flow-through shares financing
Before the amalgamation, Pétrolia was financed in part by the issuance of flow-through shares for which Pieridae
has commitments to fulfil in 2018. Although Pieridae has taken all the necessary measures in this regard, there is no
guarantee that the Company will receive authorization and permits from the government for completing the
planned work. As a result, there is a risk that it will not incur sufficient exploration expenses to fully meet its
undertaking to the subscribers of flow-through shares.

Competition
The LNG and oil and natural gas industry is extremely competitive. The Company competes with other companies
that have ongoing LNG projects. Competition may affect the Company͛ƐĂďŝůŝƚǇƚŽland customers, obtain sufficient
supply or access to transportation.

Environmental issues
The LNG, oil and natural gas operations involve natural risks that could cause damage to the environment or other
unforeseen conditions that could result in damage to the properties of the Company or to properties owned by third
parties which could lead to potential liability toward third parties. The industry is subject to extensive environmental
legislation providing restrictions and prohibitions on the emissions or release of certain substances produced in
various activities within this industry. In addition, the legislation requires that land, wells and facility sites that are
abandoned be reclaimed to the satisfaction of government authorities at the end of the licence validity period.

Oil and natural gas prices
The Company͛ƐŽƉĞƌĂƚŝŶŐƌĞƐƵůƚƐĂŶĚĨŝŶĂŶĐŝĂůƉŽƐŝƚion are partly dependent on the prices obtained for its eventual
production. There have been significant fluctuations in LNG, oil and natural gas prices in recent years. These prices
are based on international supply and demand, as well as other factors, such as climate, general economic conditions
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and conditions in other oil and natural gas producing regions, which are beyond the Company͛ƐĐŽŶƚƌŽů͘ Any change
in LNG, oil and natural gas prices could have material adverse effects on the Company͛Ɛ ďƵƐŝŶĞƐƐ and financial
position.

Development of reserves
The future success of the exploration work will depend on ŽŵƉĂŶǇ͛Ɛability to discover or acquire oil and natural
gas reserves that are economically recoverable. The Company will find or acquire reserves only if it conducts
successful exploration or development activities, concludes joint ventures and/or acquires properties containing
proven reserves. There can be no assurance that the development projects and exploration activities that may be
implemented in the future will result in reserves or that the Company will succeed in drilling productive wells at low
exploration costs. If prevailing LNG, oil and natural gas prices were to increase significantly, the Company͛Ɛ
exploration costs to find or acquire reserves would be expected to increase. Drilling oil wells involves a high degree
of risk especially the risk of a dry hole or of a well that is not sufficiently productive to provide a return on the capital
expended to drill the well. Thus the LNG facility supply and the Company͛ƐĨŝŶĂŶĐŝĂůƐŝƚƵĂƚŝŽŶĐŽƵůĚďĞŝŵƉĂĐƚĞĚďǇ
these factors.

Insurable risks
Where possible, the Company will purchase liability insurance that will ensure against risks and provide coverage in
accordance with industry standards. The Company or the other entities in which the Company will invest can suffer
damages resulting from incidents such as fires, blowouts, geological formation damage, oil spills as well as personal
injury, against which they may not be insured or they may choose not to be insured in light of high premium costs
or other reasons. In addition, indemnities could exceed the policy limits. The costs of repairing such damages or
paying such indemnities could cause the ongoing operation of the Company͛Ɛ ďƵƐŝŶĞƐƐ ƚŽ ďĞĐŽŵĞ ƵŶƉƌŽĨŝƚĂďůĞ
and/or impossible.

Conflicts of interest
Certain directors of the Company serve on the boards of other corporations engaged in natural resource exploration
and development operations. Such ties could give rise to conflicts of interest. In making any decisions involving the
Company, these directors will satisfy their duties and obligations to deal fairly and in good faith with the Company
and the other entities. In addition, these directors will disclose their interest and refrain from voting on any matter
that could give rise to a conflict of interest.

Permits, licences and approvals
The Company͛ƐďƵƐŝŶĞƐƐƌĞƋƵŝƌĞƐƉĞƌŵŝƚƐĂŶĚůŝĐĞŶĐĞƐĨƌŽŵŐŽǀĞƌŶŵĞŶƚĂƵƚŚŽƌŝƚŝĞƐ͘ There can be no assurance
that the Company will obtain all the permits and licences required to continue exploration operations. In addition,
if the Company commences commercial operation of the property, it must obtain and comply with all the necessary
permits and licences. There can be no assurance that the Company will be able to obtain or comply with the
requirements of such permits and licences.
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Title to property
While the Company has taken reasonable steps to ensure it has good and valid title over its properties, there can be
no assurance that title to such properties will not be disputed or challenged. Third parties may have valid claims
with respect to the Company͛ƐƉƌŽƉĞƌƚŝĞƐ͘

Litigation
The Company may be held liable for pollution or for other risks for which it cannot be insured or for risks it may
choose not to insure in light of high premium costs or other reasons. Payments of amounts in respect thereof may
result in the loss of assets of the Company.

Regulatory impact
The LNG and oil and natural gas industry is subject to controls and regulations established by the various levels of
government with respect to prices, royalties, land tenure, production quotas, imports and exports of LNG, oil,
natural gas and environmental protection.
Nothing allows us to plan with certainty the impact these control measures and regulations and their amendments
will have on the Company͛ƐŽƉĞƌĂƚŝŽŶƐ͘
The industry is subject to environmental regulations pursuant to a variety of provincial and federal legislation. These
legislations provides restrictions and prohibitions on the emission or release of various substances produced or used
in association with certain production activities within the industry and which affect the costs and location of wells
and facilities and the extent to which activities are authorized. In addition, the legislation requires land, wells and
facility sites that are abandoned to be reclaimed to the satisfaction of provincial authorities. Any breach of such
legislation may result in the imposition of fines and penalties, suspension or revocation of necessary licences,
permits and authorizations to operate a business and enforcement of civil liabilities for pollution damages. In
Québec, environmental issues are governed mainly by the Environment Quality Act (Québec). The act imposes
obligations with respect to the environment, disclosure and monitoring. Furthermore, the law sets forth an impact
study and broader public consultation process regarding environmental assessment and law enforcement issues. In
Nova Scotia, environmental issues are governed mainly by the Environment Department and the Environment Policy
Documents, the environmental acts, legislations and regulations. There are also Agencies, Boards and Commissions
regarding the environment which has legal authority to exercise power over people or an activity and function
independent of Government. Their powers may include licensing, advising a Minister, rule and policy-making, and
issuing approvals
The royalty program implemented by each province is a significant factor in the profitability of LNG, oil and natural
gas production. Royalties payable on output are determined by government regulation; they are calculated as a
percentage of the gross value of output and, typically, the rate of royalties payable depends in part on the prescribed
benchmark price, well productivity, geographical location, field discovery date and the type or quality of the
resource produced.
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Hydraulic fracturing
The hydraulic fracturing process gives rise to concerns in communities particularly with respect to the drilling fluids
used in the fracturing process and their effects on the aquifer, water use in connection with operations, the
capability to recycle such water and the seismic effects associated with the process. A number of Canadian provincial
governments are currently reviewing aspects of the scientific, regulatory and political framework in which the
hydraulic fracturing operations are carried out. At present, most of these governments are taking part in the
collection, review and assessment of technical information regarding the hydraulic fracturing process. Pursuant to
the new hydrocarbon legislative framework adopted in December 2016, Québec legislation requires that wells and
facility sites be built, operated, maintained, abandoned and restored to the satisfaction of the applicable regulatory
authorities. dŚĞDŝŶŝƐƚğƌĞĚĞů͛ŶĞƌŐŝĞĞƚĚĞƐZĞƐƐŽƵƌĐĞƐŶĂƚƵƌĞůůĞƐ ;͞DZE͟Ϳ will be issuing regulations governing
how hydraulic fracturing is to be carried out under the new legislation. The Ministère du Développement Durable,
ĚĞ ů͛ŶǀŝƌŽŶŶĞŵĞŶƚ Ğƚ ĂƵǆ ŚĂŶŐĞŵĞŶƚƐ ůŝŵĂƚŝƋƵĞƐ ŝƐ Ăůso reviewing its main law, the Loi sur la Qualité de
ů͛ŶǀŝƌŽŶŶĞŵĞŶƚĂŶĚƐŽŵĞŽĨŝƚƐƌĞůĂƚĞĚƌĞŐƵůĂƚŝŽŶƐ in conjunction with the MERN. The government of Nova Scotia
has banned hydraulic fracturing since November 2014. The government of New Brunswick has also a ban on
hydraulic fracturing.
Although the Company has no way of predicting the impact of any potential regulations on its business, the
implementation of new laws, regulations, permits or licences regarding the use or disposal of water, or hydraulic
fracturing in general, could increase the Company͛ƐĐŽŵƉůŝĂŶĐĞĐŽƐƚƐĂŶĚƚŚĞŽƉĞƌĂƚŝŶŐĂŶĚĞǆƉůŽƌĂƚŝŽŶĐŽƐƚƐŽĨŝƚƐ
properties, the litigation risk and environmental liability of the Company and, in turn, adversely impact the future
prospects of the Company and its financial position.

Political and social risk
LNG and oil and natural gas exploration and development activities may be subject to opposition from ecologists,
environmentalists, aboriginals and non-governmental groups. Demonstrations or acts of civil disobedience could
have an impact on the Company͛ƐďƵƐŝŶĞƐƐ͘ There can be no assurance that such activities will not target projects
in which the Company holds an interest. Similarly, there can be no assurance as to any attitude or behaviour of a
political party or a political group (whether municipal, provincial or federal) that could have an impact on the
Company͛ƐďƵƐŝŶĞƐƐ͘

Land claims
Some properties may be subject to land claims by First Nations. There can be no assurance that such land claims will
not be made against properties in which the Company holds an interest.

Availability of drilling equipment and access
Oil and natural gas exploration and development activities are dependent on the availability of related equipment,
more specifically in the areas in which such activities are carried out. Demand for such equipment or access
restrictions may affect the Company͛Ɛ ĂďŝůŝƚǇ ƚŽ ƉƌŽĐƵƌĞ ƐƵĐŚ ĞƋƵŝƉŵĞŶƚ ĂŶĚ ŵĂǇ ĚĞůĂǇ ĂŶǇ ĞǆƉůŽƌĂƚŝŽŶ ĂŶĚ
development activities.
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Growth management
The Company may be subject to growth risks including limitations and pressure on its internal control systems and
measures. The Company͛Ɛ ĂďŝůŝƚǇ ƚŽ ŵĂŶĂŐĞ ŐƌŽǁƚŚ ĞĨĨĞĐƚŝǀĞůǇ ǁŝůů ƌĞƋƵŝƌĞ ŝƚ ƚŽ ĐŽŶƚŝŶƵŽƵƐůǇ ŝŵƉůĞŵĞŶƚ ĂŶĚ
improve its operating and financial systems and expand, train and manage its core workforce. The Company͛Ɛ
inability to support such growth could have a material adverse impact on its business, operations and prospects.

International protocols
Canada has signed international protocols and conventions setting forth certain environment requirements that
may adversely affect the Company͛ƐďƵƐŝŶĞƐƐ͘

Share price volatility
The price of common shares is subject to changes owing to numerous factors beyond the Company͛Ɛ ĐŽŶƚƌŽů͕
including reports pertaining to new information, changes in the Company͛ƐĨŝŶĂŶĐŝĂůƉŽƐŝƚŝŽŶ͕ƐĂůĞƐŽĨƚŚĞCompany͛Ɛ
shares in the market, Company announcements or LNG, oil and natural gas prices. There can be no assurance that
the market price of the Company͛ƐƐŚĂƌĞƐǁŝůůďĞƉƌŽƚĞĐƚĞĚĨƌŽŵƐƵĐŚĨůƵĐƚƵĂƚŝŽŶƐŝŶƚŚĞĨƵƚƵƌĞ͘

10. OTHER INFORMATION
Supplemental documents
Certain supplemental documents, ŝŶĐůƵĚŝŶŐ ƉƌŝŽƌ ŵĂŶĂŐĞŵĞŶƚ͛Ɛ ĚŝƐĐƵƐƐŝŽŶ ĂŶĚ ĂŶĂůǇƐŝƐ ĂŶĚ ƉƌĞƐƐ ƌĞůĞĂƐĞƐ͕ ĂƌĞ
available online at www.sedar.com in the documents section or on Pieridae͛ƐǁĞďƐŝƚĞĂƚ www.pieridaeenergy.com.

Regulation 51-102 Section 5.3
Exploration expenses for the six-month period ended June, 2018, are detailed as follows:

Geology

Geophysics

Completion
and
drilling

$

$

$

$

$

$

$

$

$

$

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

Analysis

Fracturing

General
expenses

Options

Provision

Site
maintenance

Total

Anticosti

-

-

-

-

-

-

-

-

-

-

Gastonguay

-

-

-

-

-

-

-

-

-

-

Gaspésia
Marcel-Tremblay
Edgar

-

-

-

-

-

8

-

-

-

8

Gaspé

-

-

-

-

-

13

-

-

1

14

Bourque

-

-

-

-

3

154

-

-

13

170

Haldimand

-

-

-

1

-

95

-

-

24

120

Tar Point

-

-

-

-

-

11

-

-

2

13

Matapédia

-

-

-

-

-

2

-

-

-

2

-

-

-

1

3

283

-

-

40

327
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Exploration expenses incurred by Pétrolia (before the merger) for the six-month period ended June 30, 2017, are
detailed as follows:

Geology

Geophysics

Completion
and
drilling

$

$

$

$

$

$

$

$

$

$

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

[000s]

Analysis

Fracking

General
expenses

Options

Provision

Site
maintenance

Total

Anticosti

-

-

-

-

-

2

-

-

-

2

Gastonguay

-

-

-

-

-

-

-

-

-

-

Gaspésia
Marcel-Tremblay
Edgar

-

9

-

-

-

-

-

-

-

9

Gaspé

3

4

-

-

4

-

-

2

13

20

1

360

6

-

35

-

-

16

438

1

-

1

30

3

2

-

-

34

71

-

Bourque
Haldimand

-

Tar Point

-

-

-

-

-

2

2

Matapédia

-

-

-

-

-

-

-

-

-

-

24

14

361

36

3

43

-

-

54

535

Règlement 51-102 section 5.4
Information regarding shares issued, stock options and warrants as at August 28, 2017
Common shares: 50,549,763 shares are issued and outstanding.
Stock options outstanding: the stock options granted to directors, members of senior management, employees and
service providers are as follows:

Number

Exercise price

Expiry date

33,333
24,163
15,000
47,914
6,250
6,250
98,432
9,375
44,115
441,150
441,150
32,291
441,150
98,931
1,007,400
125,000
2,871,904

$11.76
$8.04
$8.04
$5.82
$6.84
$6.60
$4.08
$2.64
$0.01
$4.08
$4.08
$2.52
$5.67
$1.98
$5.67
$5.67

September 14, 2018
December 5, 2018
May 27, 2019
November 25, 2019
25 mars 2020
May 27, 2020
November 24, 2020
May 25, 2021
June 8, 2021
June 8, 2021
June 13, 2021
August 25, 2021
October 19, 2021
November 16, 2021
January 28, 2023
June 27, 2023
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Warrants outstanding: 343,747 warrants exercisable at a price of $6.48 per share until November 6, 2018. Each warrant
entitles the holder to purchase one common share of the Company at the stipulated exercise price until the expiry date.

11. MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL INFORMATION
Management is responsible for Pieridae͛ƐĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚƐ͕ǁŚŝĐŚŚĂǀĞďĞĞŶĂƉƉƌŽǀĞĚďǇƚŚĞŽĂƌĚŽĨŝƌĞĐƚŽƌƐŽŶthe
recommendation of the Audit Committee. The financial statements have been prepared by management in accordance
with International Financial Reporting Standards. The condensed interim consolidated financial statements of Pieridae
Energy Limited for the three-month periods ended June 30, 2018, and 2017 have not been audited by the Company͛Ɛ
independent auditors. The financial statements include certain amounts that are based on the use of estimates and
judgments. Management has determined such amounts on a reasonable basis in order to ensure that the financial
statements are presented fairly in all material respects.

Calgary, August 28, 2018
On behalf of the Board of Directors,

(signed) Alfred Sorensen
Alfred Sorensen
President

(signed) Mario Racicot
Mario Racicot
Chief Financial Officer
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SCHEDULE D
AUDIT COMMITTEE CHARTER OF PIERIDAE

E-D-1

_____________________________________________________________________________
MANDATE
AUDIT COMMITTEE

1.

primary objective

The primary objective of the Committee in discharging its mandate on behalf of the Board is to assist the
directors of the Corporation in satisfying their responsibilities in respect of the preparation and disclosure of
the consolidated financial statements of the Corporation, the satisfactory performance of the independent audit
function and the assessment and mitigation by the Corporation of risk attendant on its business and affairs.
Accordingly, the Committee will be concerned with such matters as the integrity of the Corporation’s financial
records and financial reporting, oversight of the audit function and the assessment and mitigation of risk.
2.

membership

The Committee shall consist of three or more directors appointed by the Board, at least a majority of which
shall qualify as independent of the Corporation for purposes of National Instrument 52-110 (unless the Board
determines that an exemption contained in NI 52-110 is available and determines to rely thereon).
Each member of the Committee shall be financially literate as such qualification is interpreted by the Board
in its business judgment.
The Board shall designate one member of the Committee as Chair.
Any member of the Committee may be removed or replaced at any time by the Board. A member will cease
to be a member of the Committee as soon as such member ceases to be a director of the Corporation.
The Board may fill vacancies on the Committee by appointment from among its members. If and whenever a
vacancy exists on the Committee, the remaining members may exercise all its powers so long as a quorum
remains. Subject to the foregoing, following the appointment as a member of the Committee, each member
will hold such office until the Committee is reconstituted.
3.

mandate

(a) statutory responsibilities
The Committee has the statutory responsibility to review the consolidated financial statements of the

Corporation before they are approved by the Board11.
(b) financial records and financial reporting
The Committee has the responsibility:
f to review and evaluate accounting systems and procedures including the internal controls over the
Corporation’s financial records and financial reporting;
f to assess the integrity of the Corporation’s financial records;
f to assist the directors in meeting their responsibilities in respect of the preparation and disclosure
of financial statements of the Corporation and related matters;
f to review and evaluate the annual consolidated financial statements, the annual non-consolidated
financial statements and the interim consolidated and interim non-consolidated financial
statements of the Corporation and in so doing, to review and to discuss with management such
matters as:
f any significant issues as to the adequacy of the internal controls and any special steps adopted
in light of material control deficiencies;
f significant accruals, reserves or other estimates such as the ceiling test calculation;
f accounting treatment of unusual or non-recurring transactions;
f compliance with any covenants under loan agreements;
f disclosure requirements for any commitments and contingencies;
f disclosure requirements for any impairment of assets;
f significant variances with comparative reporting periods;
f significant financial reporting issues and judgments made in connection with the preparation
of the annual or interim consolidated financial statements
f any significant changes in the selection or application of accounting principles;
f the approval of any reports for inclusion in the annual report, as required by applicable law;
f to review and evaluate management’s discussion and analysis, annual information form, any
information memoranda and prospectuses and all other public disclosure containing financial
information (including press releases disclosing financial information) before release and prior to
Board approval;
f to conduct an investigation sufficient to provide reasonable grounds for believing that the
Corporation’s financial statements, management’s discussion and analysis, annual information
form and all other public disclosure containing financial information are complete in all material
respects and consistent with the information known to Committee members;
f to assess whether the annual consolidated financial statements present fairly, in all material
respects, the Corporation’s financial position, its financial performance and its cash flows in
accordance with International Financial Reporting Standards and to recommend to the Board the
approval of the annual consolidated financial statements.

11

Subsection 171(3) of the CBCA

(c) oversight of the audit function
The Committee has the responsibility:
f to assess the nature and scope of the external audit function as well as any internal audit function;
f to make recommendations to the Board for the appointment and replacement of the external
auditor and the setting of their compensation;
f to assess the external auditor’s qualifications and independence and to consider whether the
auditor’s quality controls are adequate, and the provision of permitted non-audit services is
compatible with, maintaining the auditor’s independence;
f to facilitate and enhance communication between the Board and external auditor in relation to
matters concerning the Corporation;
f to approve all non-audit services to be performed by the external auditor including the fees, terms
and conditions for the performance of such services;
f to oversee the relationship between the Corporation and its external auditor including the
evaluation of the performance of the external auditor, and the lead partner on the external auditor’s
engagement, in relation to the preparation or issuance of audit reports or the provision of other
audit, review, attestation or other services for the Corporation including resolution of any
disagreements or disputes between management and the external auditor in regard to financial
reporting;
f to discuss with the external auditor matters relating to the conduct of the annual audit including:
f the scope, planning and staffing of the annual audit;
f the audit report on the annual consolidated financial statements of the Corporation and any
matters required to be communicated by the external auditor;
f the unaudited interim consolidated financial statements of the Corporation and any matters
required to be communicated by the external auditor;
f adjustments raised by the external auditor, whether or not included in the consolidated
financial statements;
f any difficulties encountered in the course of the audit work, any restrictions on the scope of
activities or access to requested information and any significant disagreements with
management; and
f other material written communications between the external auditor and management, such
as any management letter or schedule of unadjusted differences;
f to periodically privately consult with the external auditor about internal controls of the
Corporation;
f to evaluate whether the Corporation’s management is adequately communicating the importance
of internal control to all relevant personnel;
f to obtain and to review the external auditor’s report regarding the effectiveness of the internal
controls of the Corporation and to ensure the adequate disclosure of such matters as required by
applicable law including the applicable stock exchanges on which the Corporation’s securities are
listed and applicable securities regulatory authorities;
f to determine whether and the extent to which any internal control recommendations made by the
external auditor are being implemented by management;
f to ensure the rotation of the lead (or coordinating) audit partner having primary responsibility for
the audit and the audit partner responsible for reviewing the audit as required by law or corporate
policy; and

f when there is to be a change in the auditor, to review all issues relating to the change, including
any reportable events, and all information to be included in the required notice to securities
regulators of such change.
The external auditor of the Corporation shall communicate with, and report directly to, the Committee.

(d) risk assessment and mitigation
The Committee has the responsibility:
f to review and discuss with management the adequacy of existing policies and procedures
governing the risk assessment and risk mitigation processes;
f to review and discuss with management and the external auditor, significant risks and exposures
(including commitments associated with farm-in agreements, joint-venture agreements, leases,
marketing or transportation arrangements or agreements and all other operational or land
agreements, contracts or arrangements) and management’s plans and processes to minimize these
risks;
f to review the adequacy of the Corporation’s insurance coverage;
f to review all consulting arrangements that contemplate the payment by the Corporation of
consideration exceeding $100,000 in aggregate during the term of the arrangement; and
f to review all proposed contracts for the supply of property or services that contemplate the
payment either by or to the Corporation of consideration exceeding $1,000,000 in aggregate during
the term of the contract.
(e) other responsibilities
f to assess the Corporation’s compliance with applicable law;
f to monitor the Corporation’s compliance with policies adopted by the Corporation including the
Code of Ethical Conduct and investigate any concerns expressed concerning a possible breach;
f to undertake special investigations, if necessary, and hire special counsel or experts to assist, if
appropriate;
f to establish, and review annually, a procedure for:
f the receipt, retention, and treatment of complaints received by the Corporation regarding
accounting, internal accounting controls, or auditing matters; and
f the confidential, anonymous submission by employees of the Corporation of concerns
regarding questionable accounting or auditing matters and resolution of such concerns, if any;
f to review CEO and CFO expenses and perquisites at least once a year;
f to strengthen the role of the independent directors by facilitating in depth discussions between
members of the Committee, management and external auditor; and
f to exercise such other powers and discharge such other responsibilities as are incidental to the
purposes, duties and responsibilities specified herein and as may from time to time be delegated
to the Committee by the Board;

f to review and assess the adequacy of this mandate periodically and, where necessary, recommend
changes to the Governance and Compensation Committee and ultimately to the Board for its
approval.
4.

procedure governing errors or misstatements in financial statements

In the event a director or an Officer of the Corporation has reason to believe, after discussion with
management, that a material error or misstatement exists in financial statements of the Corporation, that
director or Officer shall forthwith notify the Committee and the external auditor of the error or misstatement
of which the director or Officer becomes aware in a financial statement that the external auditor or a former
external auditor has reported on.
If the external auditor or a former external auditor of the Corporation is notified or becomes aware of an error
or misstatement in a financial statement on which the auditor or former auditor has reported, and if in the
auditor’s or former auditor’s opinion the error or misstatement is material, the auditor or former auditor shall
inform each director accordingly.
When the Committee or the Board is made aware of an error or misstatement in a financial statement the
Board shall prepare and issue revised financial statements or otherwise inform the shareholders of the
Corporation and file such revised financial statements as required.
5.

meetings and operation

The Chair or any two members of the Committee may call a meeting of the Committee, at such time and at
such place as they determine, by giving at least forty-eight hours’ notice of such meeting to all members of
the Committee and to the external auditor of the Corporation.
The Committee shall meet as often as it determines, but not less frequently than quarterly.
A quorum for meetings of the Committee will be a majority of its members and the rules for calling, holding,
conducting and adjourning meetings of the Committee will be the same as those governing the Board unless
otherwise determined by the Committee or the Board.
The affirmative vote of a majority of the members of the Committee participating in any meeting of the
Committee is necessary for the adoption of any resolution.
The Chair will preside at all meetings of the Committee, unless the Chair is not present, in which case the
members of the Committee that are present will designate from among such members the Chair for the
purposes of the meeting.
Agendas, approved by the Chair, will be circulated to the Committee members along with background
information on a timely basis prior to the Committee meetings. Minutes of all meetings of the Committee will
be taken. The minutes of the Committee will be recorded and maintained and the Committee shall report to
the Board on its activities after each of its meetings.
All members of the Committee are expected to allow sufficient time to review meeting materials and be
prepared for Committee meetings. Members are expected to attend most, if not all, Committee meetings.

A member or members of the Committee may participate in a meeting of the Committee by means of such
telephonic, electronic or other communication facilities that permit all persons participating in the meeting to
communicate adequately with each other, and a member participating in such a meeting by any such means
is deemed to be present at that meeting.
The CFO will attend meetings of the Committee where matters relating to the functions as the Committee are
dealt with, unless otherwise excused from all or part of any such meeting by the Chair. The Committee may
invite such other Officers, directors and employees of the Corporation as it sees fit from time to time to attend
at meetings of the Committee and assist in the discussion and consideration of the matters being considered
by the Committee.
The Committee will meet with the external auditor at least once per year (in connection with the preparation
of the year-end consolidated financial statements) and at such other times as the external auditor and the
Committee consider appropriate. The Committee is expected to establish and maintain free and open
communication with management and the external auditor and shall periodically meet separately with each of
them.
Any issues arising from the Committee meetings that bear on the relationship between the Board and
management should be communicated to the Chair of the Board by the Committee Chair.

6.

independent advisors

The Committee has the authority to retain such independent advisors as it may deem necessary or advisable
for its purposes. The expenses related to such engagement shall be funded by the Corporation.
7.

limitations on the duties of the members of the committee

Nothing in this mandate is intended, or may be construed, to impose on any member of the Committee a
standard of care or diligence that is in any way more onerous or extensive than the standard required by law.

SCHEDULE E
CONTINGENT AND PROSPECTIVE RESOURCES (AS OF DECEMBER 31, 2017)

E-E-1

BACKGROUND INFORMATION

y

Discovered Petroleum Initially-In-Place (equivalent to discovered resources) is that quantity of
petroleum that is estimated, as of a given date, to be contained in known accumulations prior to
production. The recoverable portion of discovered petroleum initially in place includes
production, reserves, and contingent resources; the remainder is unrecoverable.

y

Production is the cumulative quantity of petroleum that has been recovered at a given date.

y

Contingent Resources are those quantities of petroleum estimated, as of a given date, to be
potentially recoverable from known accumulations using established technology or technology
under development, but which are not currently considered to be commercially recoverable due to
one or more contingencies. Contingencies may include factors such as economic, legal,
environmental, political, and regulatory matters, or a lack of markets.

y

Unrecoverable is that portion of Discovered or Undiscovered Petroleum Initially-In-Place
quantities which is estimated, as of a given date, not to be recoverable by future development
projects. A portion of these quantities may become recoverable in the future as commercial
circumstances change or technological developments occur; the remaining portion may never be
recovered due to the physical/chemical constraints represented by subsurface interaction of fluids
and reservoir rocks.

y

The resources have been reported in accordance with Canadian Oil and Gas Evaluation
Handbook (the “COGE Handbook”) guidelines that recommend disclosure of low, best and high
estimates to reflect the range of uncertainty associated with the resource estimates, as follows:
o

Low Estimate: This is considered to be a conservative estimate of the quantity of oil
actually in place. It is likely that the actual in-place quantity will exceed the low estimate.
If probabilistic methods are used, there should be at least a 90 percent probability (P90)
that the quantity actually in place will equal or exceed the low estimate.

o

Best Estimate: This is considered to be the best estimate of the quantity of oil actually in
place. It is the mean volume of the estimates.

o

High Estimate: This is considered to be an optimistic estimate of the quantity of oil
actually in place. It is unlikely that the actual in-place quantity will exceed the high
estimate. If probabilistic methods are used, there should be at least a 10 percent
probability (P10) that the quantity actually in place will equal or exceed the high estimate.

4,950
1,399

Conventional Natural
Gas (MMcf) (9)

Total (Mboe)

Light & Medium Oil (Mbbl)

12,354

41,887

Unrisked
Low
Best(2)
574
5,373
(1)

28,361

94,952

(3)

4,571.1

15,498.1

Risked(6)
High
Best(2)
12,536
1,988.1

Gross Land Holding
Contingent Resources(4)

1,399

4,950

12,354

41,887

Unrisked
Best(2)
Low
574
5,373
(1)

28,361

94,952

4,571.1

15,498.1

Risked(6)
High
Best(2)
12,536
1,988.1
(3)

Net Company Interest
Contingent Resources(4)

On September 20, 2017, the Quebec Government published a draft hydrocarbon regulation, titled “GAZETTE OFFICIELLE DU
QUÉBEC, September 20, 2017, Vol. 149, No. 38”. This draft regulation indicated that the use of hydraulic fracturing would be permitted
and presented the process in which an operator could apply for a permit, as well as the conditions surrounding the fracture stimulation
operations. Risk factors related to Regulatory Approval and Political Factors estimated based on the indication that fracture stimulations

(1) Low represents the P90 volume estimate.
(2) Best represents the mean volume estimate.
(3) High represents the P10 volume estimate.
(4) Contingent Resources are sub-classified as Contingent - Development Unclarified (Risked = Best*37%).
(5) It is mathematically invalid to determine a risked success-case distribution for any probability level other than the mean itself by multiplying an unrisked success case by the
chance of commerciality.
(6) Risked: A 37 percent chance of development risk (63 percent chance of not proceeding with development.) (If the Petroleum Resources Act adopted on September 20, 2018 was
considered, an 8 percent chance of development risk would have been used.). Risked figures are based on an aggregate of the following risks factors: environment drilling,
regulatory approval, economic factors, corporate commitment, timing of production and development, market access, technology under development, legal factors, political factors
and social license.
(7) Oil resources are presented in thousands of barrels, at stock tank conditions.
(8) Gas resources are presented in millions of cubic feet, at base conditions of 14.65 psia and 60 degrees Fahrenheit.
(9) Solution gas.

Notes:

Haldimand

Area

Gross Land Holding
Discovered Petroleum InitiallyIn-Place (DPIIP)
Unrisked
Low(1)
Best(2)
High(3)
13,856
87,968
199,126

TABLE 8: Low, Best, and High Estimates of Pieridae Energy's P&NG Contingent Resources in the Haldimand York River Formation
(As of December 31, 2017)

HALDIMAND PROJECT

The Company has indicated that this project is partially within 1,000 meters of areas of urbanization or bodies of water. The York River
Formation evaluated in evaluated in this report is not a shale formation, but it is shallower than 1,000 meters. This development would not
be allowed to proceed using horizontal multi-stage hydraulic fracturing technology, as was evaluated in this report. Had this regulatory
change been disclosed prior to the December 31, 2017 effective date, Sproule would have increased the risk due to Regulatory Approval
and Political Factors, which would have decreased the Chance of Commerciality for Contingent Resources from 37% to 8%.

Subsequent to the effective date of this report, in June 2018 the government of Quebec announced an amendment to the proposed
regulations. The amended regulation imposed a complete prohibition of hydraulic fracturing in shale gas, as well as a ban on fracturing
within the first 1,000 meters of depth, as well as a complete prohibition of exploration and production within 1,000 meters from areas of
urbanization and 1,000 meters from bodies of water. In September 2018, these revisions came into force.

would be permitted in the future. The aggregate Chance of Commerciality applied for Contingent Resources was estimated to be 37% in
this report.

Light & Medium Oil (Mbbl)
Conventional Natural Gas (MMcf) (12)
NGL (Mbbl)
Total (Mboe)
Light & Medium Oil (Mbbl)
Conventional Natural Gas (MMcf) (12)
NGL (Mbbl)
Total (Mboe)
Light & Medium Oil (Mbbl)
Conventional Natural Gas (MMcf) (12)
NGL (Mbbl)
Total (Mboe)
Light & Medium Oil (Mbbl)
Conventional Natural Gas (MMcf) (12)
NGL (Mbbl)
Total (Mboe)

Low
0.0
0
0.0
0.0
390.0
5,460
158.3
1,458.4
0.0
0
0.0
0.0

(1)

Risked(8)
Best(2)
0.0
0
0.0
0.0
672.3
5,326
154.5
1,714.4
0.0
0
0.0
0.0
672.3
5,326
154.5
1,714.4
Low
0.0
0
0.0
0.0
199.0
2,786
80.8
744.2
0.0
0
0.0
0.0

(1)

Net Company Interest
Contingent Resources(5)
Unrisked
Best(2)
High(3)
0.0
0.0
0
0
0.0
0.0
0.0
0.0
1,143.6
2,536.2
9,060
17,787
262.7
515.8
2,916.2
6,016.5
0.0
0.0
0
0
0.0
0.0
0.0
0.0
1,143.6
9,059.6
262.7
2,916.2

Risked(8)
Best(2)
0.0
0
0.0
0.0
343.1
2,718
78.8
874.9
0.0
0
0.0
0.0
343.1
2,717.9
78.8
874.9

(1) Low represents the P90 volume estimate.
(2) Best represents the mean volume estimate.
(3) High represents the P10 volume estimate.
(4) Arithmetic summation is valid for the mean estimate only.
(5) Contingent Resources are sub-classified as Contingent - Development Unclarified (Risked = Best*30%).
(6) Prospective Resources are sub-classified as Prospective - Prospect (Risked=Best*26%).
(7) It is mathematically invalid to determine a risked success-case distribution for any probability level other than the mean itself by multiplying an unrisked success case by the chance
of commerciality.
(8) Risked: A 30 percent chance of development risk (70 percent chance of not proceeding with development) Risked figures are based on an aggregate of the following risks factors:
environment drilling, regulatory approval, economic factors, corporate commitment, timing of production and development, market access, technology under development, legal
factors, political factors, social licence.
(9) Oil resources are presented in thousands of barrels, at stock tank conditions.
(10) Gas resources are presented in millions of cubic feet, at base conditions of 14.65 psia and 60 degrees Fahrenheit.
(11) Natural gas liquids resources are presented in thousands of barrels, at base conditions of 60 degrees Fahrenheit and equilibrium pressure.
(12) Solution gas.

Notes:

Grand Total(4)

Bourque-2 Area

Bourque South

Bourque North

Areas

Gross Land Holding
Contingent Resources(5)
Unrisked
Best(2)
High(3)
0.0
0.0
0
0
0.0
0.0
0.0
0.0
2,241.0
2,536.2
17,753
34,856
514.8
1,010.8
5,714.7
9,356.4
0.0
0.0
0
0
0.0
0.0
0.0
0.0
2,241.0
17,753
514.8
5,714.7

TABLE 9: Low, Best, and High Estimates of Pieridae Energy's P&NG Contingent Resources in the Bourque Forillon Formation
(As of December 31, 2017)

BOURQUE PROJECT

NGL (Mbbl)
Total (Mboe)

Conventional Natural Gas (MMcf) (13)

NGL (Mbbl)
Total (Mboe)
Light & Medium Oil (Mbbl)

Conventional Natural Gas (MMcf) (13)

NGL (Mbbl)
Total (Mboe)
Light & Medium Oil (Mbbl)

Conventional Natural Gas (MMcf) (13)

NGL (Mbbl)
Total (Mboe)
Light & Medium Oil (Mbbl)

Conventional Natural Gas (MMcf) (13)

Light & Medium Oil (Mbbl)

Low
479.0
6,527
189.3
1,756.1
3,277.0
45,106
1,308.1
12,102.8
422.0
59
1.7
433.4

(1)

Risked(9)
Best(2)
514.3
5,125
148.6
1,517.0
3,225.0
32,347
938.0
9,554.2
436.8
44
1.3
445.3
4,176.1
37,515
1,087.9
11,516.5
Low
244.4
3,331
96.6
896.1
1,672.3
23,018
667.5
6,176.0
215.3
30
0.9
221.2

(1)

Net Company Interest
Prospective Resources(6)
Unrisked
Best(2)
High(3)
1,009.4
4,162.5
10,058
30,529
291.7
885.3
2,977.4
10,136.0
6,329.8
24,197.4
63,486
174,689
1,841.1
5,066.0
18,751.9
58,378.3
857.3
3,347.1
85
245
2.5
7.1
874.0
3,395.0
8,196.4
73,629.7
2,135.3
22,603.3

Risked(9)
Best(2)
262.4
2,615
75.8
774.1
1,645.7
16,506
478.7
4,875.5
222.9
22
0.6
227.2
2,131.1
19,143.7
555.2
5,876.9

(1) Low represents the P90 volume estimate.
(2) Best represents the mean volume estimate.
(3) High represents the P10 volume estimate.
(4) Arithmetic summation is valid for the mean estimate only.
(5) Contingent Resources are sub-classified as Contingent - Development Unclarified (Risked = Best*30%).
(6) Prospective Resources are sub-classified as Prospective - Prospect (Risked=Best*26%).
(7) It is mathematically invalid to determine a risked success-case distribution for any probability level other than the mean itself by multiplying an unrisked success case by the chance
of commerciality.
(8) Risked: A 30 percent chance of development risk (70 percent chance of not proceeding with development) Risked figures are based on an aggregate of the following risks factors:
environment drilling, regulatory approval, economic factors, corporate commitment, timing of production and development, market access, technology under development, legal
factors, political factors, social licence.
(9) Risked: A 26 percent chance of commerciality risk (74 percent chance of not proceeding with development). This is the product of a 30 percent chance of development risk and a 90
percent chance of discovery risk. Risked figures are based on an aggregate of the following risks factors: environment drilling, regulatory approval, economic factors, corporate
commitment, timing of production and development, market access, technology under development, legal factors, political factors, social licence and chance of discovery.
(10) Oil resources are presented in thousands of barrels, at stock tank conditions.
(11) Gas resources are presented in millions of cubic feet, at base conditions of 14.65 psia and 60 degrees Fahrenheit.

Notes:

Grand Total(4)

Bourque-2
Area

Bourque South

Bourque North

Areas

Gross Land Holding
Prospective Resources(6)
Unrisked
Best(2)
High(3)
1,978.0
8,157.0
19,710
59,826
571.6
1,734.9
5,834.6
19,862.9
12,404.0
47,418.0
124,410
342,327
3,607.9
9,927.5
36,746.8
114,399.9
1,680.0
6,559.0
167
481
4.9
13.9
1,712.8
6,653.0
16,062.0
144,287
4,184.3
44,294.2

TABLE 10: Low, Best, and High Estimates of Pieridae Energy's P&NG Prospective Resources in the Bourque Forillon by Sub-Area Formation
(As of December 31, 2017)

The Company has indicated that this project is not within 1,000 meters of areas of urbanization or bodies of water. The Forillon Formation evaluated
in this report is not a shale formation, and it is deeper than 1,000 meters. Hydraulic fracturing is not banned for this formation. It is Sproule’s opinion
that the June 2018 announcement does not require a change in the risk factors related to Regulatory Approval and Political Factors and the Chance of
Commerciality of this project remains at 30% for the Contingent Resources and 26% for the Prospective Resources.

Subsequent to the effective date of this report, in June 2018 the government of Quebec announced an amendment to the proposed regulations. The
amended regulation imposed a complete prohibition of hydraulic fracturing in shale gas, as well as a ban on fracturing within the first 1,000 meters of
depth, as well as a complete prohibition of exploration and production within 1,000 meters from areas of urbanization and 1,000 meters from bodies of
water. In September 2018, these revisions came into force.

On September 20, 2017, the Quebec Government published a draft hydrocarbon regulation, titled “GAZETTE OFFICIELLE DU QUÉBEC,
September 20, 2017, Vol. 149, No. 38”. This draft regulation indicated that the use of hydraulic fracturing would be permitted and presented the
process in which an operator could apply for a permit, as well as the conditions surrounding the fracture stimulation operations. Risk factors related to
Regulatory Approval and Political Factors estimated based on the indication that fracture stimulations would be permitted in the future. The aggregate
Chance of Commerciality applied for Contingent Resources was estimated to be 30%, and the aggregate Chance of Commerciality applied for
Prospective Resources was estimated to be 26% in this report.

(12) Natural gas liquids resources are presented in thousands of barrels, at base conditions of 60 degrees Fahrenheit and equilibrium pressure.
(13) Solution gas.

105,122

12,247

Bourque South

Bourque-2 Area
422,018

41,334

330,164

50,520

Best(2)

(1) Low represents the P90 volume estimate.
(2) Best represents the mean volume estimate.
(3) High represents the P10 volume estimate.
(4) Arithmetic summation is valid for the mean estimate only.

Notes:

Grand Total(4)

13,268

Low(1)

Bourque North

Areas

0

0

62,000

0

Best(2)

0

115,000

0

High(3)

82,158

635,834

101,550

High(3)

0

11,737

0

Low(1)

31,639

0

31,639

0

Best(2)

0

58,685

0

High(3)

765,000

81,000

585,000

99,000

Best(2)

161,000

1,131,000

199,000

High(3)

12,247

93,385

13,268

Low(1)

390,380

41,334

298,526

50,520

Best(2)

82,158

577,149

101,550

High(3)

Undiscovered Petroleum Initially-In-Place (UPIIP)

24,000

183,000

26,000

Low(1)

Company Working Interest Volumes (51.03% WI) (Mbbl)

Discovered Petroleum Initially-In-Place (DPIIP)

161,000

23,000

0

Low(1)

Total Petroleum Initially-In-Place
(TPIIP)

81,000

1,246,000

199,000

High(3)

62,000

24,000

Bourque-2 Area

647,000

99,000

Best(2)

Undiscovered Petroleum Initially-In-Place (UPIIP)

Pool Volumes (100% Working Interest) (Mbbl)

Discovered Petroleum Initially-In-Place (DPIIP)

827,000

206,000

BourqueSouth

Grand Total(4)

26,000

Low(1)

Bourque North

Areas

Total Petroleum Initially-In-Place
(TPIIP)

TABLE 11 : Low, Best, and High Estimates of Pieridae Energy's Petroleum Initially-In-Place in the Bourque Forillon Formation (As of December 31,
2017)(As of December 31, 2017)

DISCLOSURE OF RESOURCES DATA

The statement of resources data and other oil and gas information set forth below is a summary of
information contained in the “Technical Review of P&NG Holdings of Pieridae Energy Limited in
Quebec and New Brunswick (as of December 31, 2017)” (the “Report”) dated March 15, 2018 and
revised as of November 7, 2018. The Report was prepared in part for the purpose of evaluating the
Corporation’s P&NG resourcess according to the COGE Handbook resources definitions and standards
and consistent with NI 51-101. In accordance with these standards, and by reference in NI 51-101, tables
were presented for forecast prices and costs, which summarize the resources and net present values, as of
December 31, 2017.
As of December 31, 2017, no oil or natural gas reserves have been assigned to any of the properties in
which Pieridae has an interest. As Pieridae has no development pending contingent resources, it has not
reported related future net revenue.
Form 51-101F2, included in the Report, presents a Report on Contingent and Prospective Resources Data
by Independent Qualified Reserves Evaluator or Auditor.
Form 51-101F3, included in the Report, presents a Report of Management and Directors on Reserves
Data and Information.
A copy of such Report is available electronically on SEDAR at www.sedar.com and is incorporated by
reference herein.
RESOURCES

Table 13 presents sets forth the Corporation’s contingent resources data in the Haldimand area of
Quebec, as at December 31, 2017. The contingent resources data are risked estimates of volume
as at December 31, 2017.
TABLE 13

Classification

Development
Unclarified Best
Estimate
Contingent
Resources

Independent
Qualified
Reserves
Evaluator or
Auditor
Sproule

Effective
Date
December 31,
2017

Location of
Resources Other
than Reserves
(Country)

Risked
Volume
Light &
Medium
Oil (Mbbl)

Risked
Volume
Conventional
Natural Gas
(MMcf)

Risked
Volume
Total
(Mboe)

Canada

1,988

15,498

4,571

Table 14 and 15 presents sets forth the Corporation’s contingent and prospective resources data
in the Bourque area of Quebec, as at December 31, 2017. The contingent and prospective
resources data are risked estimates of volume as at December 31, 2017.

TABLE 14

Classification

Development

Independent
Qualified
Reserves
Evaluator or
Auditor
Sproule

Unclarified Best

Risked
Volume
Risked
Location of
Light &
Volume
Risked
Resources Other Medium Conventional Volume
Risked
than Reserves
Oil
Natural Gas NGL
Volume
Effective Date
(Country)
(Mbbl)
(MMcf)
(Mbbl) Total (Mboe)
December 31,

Canada

343

2,718

79

875

2017

Estimate
Contingent
Resources

TABLE 15

Classification

Best Estimate

Independent
Qualified
Reserves
Evaluator or
Auditor
Sproule

Prospective

Risked
Volume
Risked
Location of
Light &
Volume
Risked
Resources Other Medium Conventional Volume
Risked
than Reserves
Oil
Natural Gas NGL
Volume
Effective Date
(Country)
(Mbbl)
(MMcf)
(Mbbl) Total (Mboe)
December 31,

Canada

2,131

19,144

555

5,877

2017

Resources Prospect

RESOURCE DEFINITIONS
This discussion has been excerpted from Sections 5.2 and 5.3 of the COGE Handbook, Second Edition,
September 1, 2007.
The following definitions relate to the subdivisions in the SPE-PRMS resources classification framework
and use the primary nomenclature and concepts contained in the 2007 SPE-PRMS, with direct excerpts
shown in italics.
Total Petroleum Initially-In-Place (“PIIP”) is that quantity of petroleum that is estimated to exist
originally in naturally occurring accumulations. It includes that quantity of petroleum that is estimated,
as of a given date, to be contained in known accumulations, prior to production, plus those estimated
quantities in accumulations yet to be discovered (equivalent to “total resources”).
Discovered Petroleum Initially-In-Place (equivalent to discovered resources) is that quantity of
petroleum that is estimated, as of a given date, to be contained in known accumulations prior to
production. The recoverable portion of discovered petroleum initially in place includes production,
reserves, and contingent resources; the remainder is unrecoverable.
Production is the cumulative quantity of petroleum that has been recovered at a given date.

Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be
recoverable from known accumulations, as of a given date, based on the analysis of drilling, geological,
geophysical, and engineering data; the use of established technology; and specified economic conditions,
which are generally accepted as being reasonable. Reserves are further classified according to the level of
certainty associated with the estimates and may be subclassified based on development and production
status.
Contingent Resources are those quantities of petroleum estimated, as of a given date, to be potentially
recoverable from known accumulations using established technology or technology under development,
but which are not currently considered to be commercially recoverable due to one or more contingencies.
Contingencies may include factors such as economic, legal, environmental, political, and regulatory
matters, or a lack of markets. It is also appropriate to classify as Contingent Resources the estimated
discovered recoverable quantities associated with a project in the early evaluation stage. Contingent
Resources are further classified in accordance with the level of certainty associated with the estimates
and may be subclassified based on project maturity and/or characterized by their economic status.
Unrecoverable is that portion of Discovered or Undiscovered PIIP quantities which is estimated, as of a
given date, not to be recoverable by future development projects. A portion of these quantities may
become recoverable in the future as commercial circumstances change or technological developments
occur; the remaining portion may never be recovered due to the physical/chemical constraints
represented by subsurface interaction of fluids and reservoir rocks.
Undiscovered Petroleum Initially-In-Place (equivalent to undiscovered resources) is that quantity of
petroleum that is estimated, on a given date, to be contained in accumulations yet to be discovered. The
recoverable portion of Undiscovered Petroleum Initially-In-Place is referred to as “Prospective
Resources,” the remainder as “unrecoverable”.
Prospective Resources are those quantities of petroleum estimated, as of a given date, to be potentially
recoverable from undiscovered accumulations by application of future development projects. Prospective
Resources have both an associated chance of discovery and a chance of development. Prospective
Resources are further subdivided in accordance with the level of certainty associated with recoverable
estimates assuming their discovery and development and may be subclassified based on project maturity.
RESOURCE CATEGORIES
Due to the high uncertainty in estimating resources, evaluations of these assets require some type of
probabilistic methodology. Expected value concepts and decision tree analyses are routine; however, in
high-risk, high-reward projects, Monte Carlo simulation can be used. In any event, three success cases
plus a failure case should be included in the evaluation of the resources (see Section 9 of the COGE
Handbook for details on these methods).
Classification of Resources
When evaluating resources, in particular, contingent and prospective resources, the following mutually
exclusive categories are recommended:
y

Low Estimate: This is considered to be a conservative estimate of the quantity that will actually
be recovered from the accumulation. If probabilistic methods are used, this term reflects a P90
confidence level.

y

Best Estimate: This is considered to be the best estimate of the quantity that will actually be
recovered from the accumulation. If probabilistic methods are used, this term is a measure of
central tendency of the uncertainty distribution (most likely/mode, P50/median, or arithmetic
average/mean).

y

High Estimate: This is considered to be an optimistic estimate of the quantity that will actually be
recovered from the accumulation. If probabilistic methods are used, this term reflects a P10
confidence level.

Corporation Gross Contingent Resources are the Corporation’s working interest share of the Contingent
Resources, before deduction of any royalties.
Corporation Net Contingent Resources are the gross contingent resources of the properties in which the
Corporation has an interest, less all Crown, freehold, and overriding royalties and interests owned by
others.
Fair Market Value is defined as the price at which a purchaser seeking an economic and commercial
return on investment would be willing to buy, and a vendor would be willing to sell, where neither is
under compulsion to buy or sell and both are competent and have reasonable knowledge of the facts.
Resources and Contingent Resources do not constitute, and should not be confused with, reserves.
Actual reserves and resources will vary from the reserve and resource estimates, and those
variations could be material.
As of December 31, 2017, no oil or natural gas reserves have been assigned to any of the properties
in which Pieridae has an interest.
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GLOSSARY
In this report, unless the context otherwise requires, the following words and phrases
shall have the meanings set forth below:
"AFFILIATES" "PIERIDAE GROUP" means, Pieridae Energy (Canada) Ltd, Goldboro
LNG Limited Partnership, 9290834 Canada Ltd, Pieridae Energy (USA) Ltd,
Goldboro LNG Limited Partnership II, Pieridae Production GP Ltd, Pieridae Production
Limited Partnership, Atlantic Offshore Production Ltd, Pieridae Offshore Development
Limited Partnership, Pétrolia Anticosti inc., Investissems PEA inc.(1), Hydocarbures
Anticosti S.E.C.(3) Commandité Hydrocarbures Anticosti inc.(3).
"Anticosti Hydrocarbons" means Anticosti Hydrocarbons L.P., a Québec limited
partnership established by each of Corridor, Resources Québec, Pétrolia (Pieridae) and
M&P pursuant to the Anticosti Joint Venture;
"Anticosti Joint Venture" means the joint venture entered into on April 1, 2014
between Corridor, Resources Québec, Pétrolia (Pieridae) and M&P in respect of Corridor's
and Pétrolia's (Pieridae) former interests in Anticosti Island, Québec;
"Anticosti SEA" means the strategic environmental assessment of Anticosti Island
required to be completed by the Québec Government;
"bbl" means one barrel equaling 34.972 Imperial gallons or 42 U.S. gallons;
"boe" means barrel of oil equivalent;
"Board of Directors" means the board of directors of Pieridae;
"COGE Handbook" means the Canadian Oil and Gas Evaluation Handbook;
"Contingent Resources" are those quantities of petroleum estimated, as of a given
date, to be potentially recoverable from known accumulations using established
technology or technology under development, but which are not currently considered to
be commercially recoverable due to one or more contingencies. Contingencies may
include factors such as economic, legal, environmental, political, and regulatory matters,
or a lack of markets. It is also appropriate to classify as contingent resources the
estimated discovered recoverable quantities associated with a project in the early
evaluation stage. Contingent Resources are further classified in accordance with the level
of certainty associated with the estimates and may be subclassified based on project
maturity and/or characterized by their economic status.
"Discovered Petroleum Initially-In-Place" (equivalent to discovered resources) is
that quantity of petroleum that is estimated, as of a given date, to be contained in known
accumulations prior to production. The recoverable portion of discovered petroleum
initially in place includes production, reserves, and contingent resources; the remainder
is unrecoverable.
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"LP" limited partnership
"M&N Pipeline" means the Maritimes & Northeast Pipeline;
"M&P" means Maurel & Prom S.A., inclusive of its subsidiary, Saint-Aubin E&P Québec
Inc., and which is a participant in the Anticosti Joint Venture;
"Mbbl" means thousand barrels
"Mboe" means barrels of oil equivalent
"MDDELCC" means the Ministry of Sustainable Development, Environment and the Fight
against Climate Change;
"Mscf" means thousand standard cubic feet
"MMscf" means million standard cubic feet
"NGL" means natural gas liquids, consisting of any one or more of propane, butane and
condensate;
"NI 51-101" means National Instrument 51-101 - Standards of Disclosure for Oil and
Gas Activities;
"Pétrolia" means Pétrolia Inc. (now Pieridae Energy Ltd), which is a participant in the
Anticosti Joint Venture;
"Pieridae", Corporation or "Company" hereinafter referred Pieridae Energy Limeted;
"Prospective Resources" are those quantities of petroleum estimated, as of a given
date, to be potentially recoverable from undiscovered accumulations by application of
future development projects. Prospective resources have both an associated chance of
discovery and a chance of development. Prospective Resources are further subdivided in
accordance with the level of certainty associated with recoverable estimates assuming
their discovery and development and may be subclassified based on project maturity.
"Reserves" refers to the estimated remaining quantities of oil and natural gas and
related substances anticipated to be recoverable from known accumulations, as of a
given date, based on: analysis of drilling, geological, geophysical and engineering data;
the use of established technology; and specified economic conditions, which are generally
accepted as being reasonable, and shall be disclosed. Reserves are classified according to
the degree of certainty associated with the estimates;
"Resources" refers to a general term that may refer to all or a portion of total
resources;
"Ressources Québec" means Ressources Québec Inc., a subsidiary of Investissement
Québec, an affiliate of the Government of Québec, which is a participant in the Anticosti
Joint Venture;
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"Royalties" refers to royalties paid to others. The royalties deducted from the reserves
are based on the percentage royalty calculated by applying the applicable royalty rate or
formula;
"Sproule Reports" means the reports “Evaluation of the contingent resources of
Pieridae Energy in the Haldimand Area of Quebec, Canada (as December 31, 2017)
Summary Report”, dated November 7, 2018, and “Evaluation of the Contingent and
Prospective Resources of Pieridae Energy in the Bourque Area of Quebec, Canada (As of
December 31, 2017) – Summary Report”, dated November 7, 2018.
"SEA" refers to a Strategic Environmental Assessment;
"Shut-in" refers to wells that are capable of producing natural gas which are not
producing due to lack of available transportation facilities, available markets or other
reasons;
"Total Petroleum Initially-In-Place (PIIP)’’ is that quantity of petroleum that is
estimated to exist originally in naturally occurring accumulations. It includes that
quantity of petroleum that is estimated, as of a given date, to be contained in known
accumulations, prior to production, plus those estimated quantities in accumulations yet
to be discovered (equivalent to “total resources”).
“Unrecoverable” is that portion of Discovered or Undiscovered PIIP quantities which is
estimated, as of a given date, not to be recoverable by future development projects, or
recoverable using experimental technology, and cannot be assigned as reserves or
resources. A portion of these quantities may become recoverable in the future as
commercial circumstances change or technological developments occur; the remaining
portion may never be recovered due to the physical/chemical constraints represented by
subsurface interaction of fluids and reservoir rocks.
“Undiscovered Petroleum Initially-In-Place” (equivalent to undiscovered resources)
is that quantity of petroleum that is estimated, on a given date, to be contained in
accumulations yet to be discovered. The recoverable portion of undiscovered petroleum
initially in place is referred to as “prospective resources,” the remainder as
“unrecoverable.”
"working interest" means the percentage of undivided interest held by Pieridae in an oil
and natural gas property.
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Pieridae Energy Limited Overview
On January 20, 2017, Pétrolia a public corporation and Pieridae a private company
entered into a confidentiality agreement for the purposes of exchanging information and
data in regards to investigating potential mutually beneficial business arrangements
relating to the development of an integrated LNG business that would allow the combined
company to access additional capital via the public market and continue to develop its
properties.
Pieridae is a Canadian corporation based in Calgary, Alberta focused on the development
of fully integrated energy activities, from upstream production to the sale of LNG.
Pieridae’s main project is the Goldboro LNG Project and, following Pieridae’s first
acquisition of resources in New Brunswick and its merger with Pétrolia on October 26,
2017, Pieridae has embarked on a strategy to consolidate natural gas reserves in key
natural gas basins to develop new international markets for Canadian and US natural
gas. As of December 31, 2017, no oil or natural gas reserves have been assigned to any
of the properties in which Pieridae has an interest. Pieridae will continue to seek to build
a long term portfolio of natural gas to supply the Goldboro LNG Project. Pieridae is on the
leading edge of the re-integration of the LNG value chain in North America.
The registered office of Pieridae is at 1600, 333 7th Avenue S.W., Calgary, Alberta T2P
2Z1.
Pieridae is now a public corporation which, through its Affiliates, carries on an integrated
LNG business consisting of:
(a)
the development, construction, ownership and operation of the Goldboro LNG
Facility to be situated in the Municipality of the District of Guysborough (the
"Municipality"), Nova Scotia having a design production capacity of up to 10 million
metric tonnes per annum ("MTPA") of LNG which will be sold to customers at the
Goldboro LNG Facility primarily for export (collectively, the "Midstream Activities");
and
(b)
the acquisition and development of resource property interests in Canada and
the United States for the production of natural gas and associated products, and the
supplemental procurement of natural gas from Canadian and U.S. producers under
medium and long-term contract, for use as feed gas and fuel in the production of LNG
at the Goldboro LNG Facility (collectively, the "Upstream Activities").
Pieridae carries on its business indirectly, through its several limited partnerships in
which it holds an interest.
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Formed under the laws of Alberta.
Formed under the federal laws of Canada.
Formed under the laws of Québec.

Principal Products or Services
The Pieridae Group is in the development stage of its Midstream Activities and is in the
early acquisition stage of its Upstream Activities and therefore is not earning revenues
from the sale of LNG, natural gas or any other product or service.
The Pieridae Group anticipates that it will produce and procure sufficient natural gas
supply, and will secure sufficient pipeline transportation capacity, to be able to make a
positive financial investment decision in relation to the proposed Goldboro LNG Facility on
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or before 2018 Year End and that the construction and commissioning of the Goldboro
LNG Facility will be completed approximately four years thereafter. No entity in the
Pieridae Group has yet entered into a natural gas supply agreement for the Goldboro LNG
Facility.
The Goldboro LNG Facility
The Goldboro LNG Facility will be located on the Atlantic Ocean coast of the Municipality,
approximately two kilometres from the communities of Goldboro in the West, and Drum
Head in the East.
The Goldboro LNG Facility will include one or possibly two liquefaction trains, each with
the annual production capacity of approximately 5 MTPA of LNG, a power plant which will
generate the electricity required to produce LNG, two LNG storage tanks as well as
marine structures and a jetty which will be equipped to accommodate two LNG carriers of
up to 250,000 m3 of LNG each. The following are engineering diagrams of the proposed
Goldboro LNG Facility.

Goldboro Canada LP engaged CB&I UK Limited and CB&I Canada Limited which have
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completed the front end engineering and design of the Goldboro LNG Facility and
Goldboro Canada LP is now preparing to request the open book estimate of the cost of
the facility and to negotiate an engineering, procurement and construction contract.
In order to assist Goldboro LNG to secure project financing for the construction of the
first train of the Goldboro LNG Facility, Uniper, on behalf of Goldboro Canada LP, filed a
request under the "untied finance credit" program sponsored by the Federal Republic of
Germany, for a preliminary determination of whether such project financing would qualify
for a loan guarantee from the German federal government. The Application was reviewed
by both PricewaterhouseCoopers Aktiengesellschaft Wirtschaftsprüfungsgesellschaft and
Euler Hermes Deutschland A.G. which confirmed, as the joint representatives of the
German government, that, in principle, construction of the first train of the Goldboro LNG
Facility would qualify for a US $3 billion loan guarantee under the untied finance credit
program provided that, among other things, at least 1.5 MTPA of the LNG produced from
the first train of the Goldboro LNG Facility is delivered by Uniper to the Netherlands for
regasification and is then transported by pipeline to the Federal Republic of Germany for
consumption in its domestic gas market. Uniper is contractually obligated, pursuant to
the LNG Sale and Purchase Agreement to satisfy these conditions at all relevant times.
Project Site Acquisition
On December 3, 2015 Pieridae Canada acquired the beneficial interest in and to the
Project Site from the Municipality in consideration for $3.2 million. The Project Site
consists of approximately 107.5 hectares (265.5 acres) of unimproved land situated
within the Goldboro industrial park. The Project Site is a suitable location for the
proposed Goldboro LNG Facility for several reasons including the fact that the Goldboro
industrial park is the origination point of the main line of the Canadian portion of the
Maritimes & Northeast Pipeline (the "M&N Pipeline") as well as the landfall site for the
Sable natural gas pipeline. The Project Site also has sheltered access to the deep water
of Isaacs Harbour.
Pieridae Canada has the right, exercisable on sixty (60) days prior notice at any time
before March 31, 2019, to require the Municipality to repurchase the Project Site for $3.2
million on the terms and conditions of a put option registered against title to the Project
Site. In addition, the Municipality has the right, exercisable on sixty (60) days prior
notice, to repurchase the Project Site for $3.2 million on the terms and conditions of a
call option registered against title to the Project Site if Pieridae Canada either: (a) fails to
make a final investment decision to proceed with the construction of the Goldboro LNG
Facility on or before December 31, 2018; or (b) fails to obtain all regulatory permits that
are necessary to construct the Goldboro LNG Facility on or before December 31, 2018.
Environmental Assessment
On March 21, 2014, the Minister approved the proposed Goldboro LNG Facility pursuant
to section 40 of the Environment Act (Nova Scotia) and subsection 26(1) of the
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Environmental Assessment Regulations. The approval is subject to approximately forty
conditions which are described in more detail at http://novascotia.ca/nse/ea/goldborolng/conditions.pdf
One of the conditions (condition 1.3) requires that Pieridae Canada commences work on
the Goldboro LNG Facility within two years of the issuance of the approval unless granted
a written extension by the Minister. On August 6, 2015, the Minister issued to Pieridae
Canada written confirmation that the deadline to commence work on the Goldboro LNG
Facility is extended to March 21, 2019.
The Canadian Environmental Assessment Agency determined pursuant to paragraph
128(1)(c) of the Canadian Environmental Assessment Act (Canada) that a federal
environmental assessment was not required to be obtained by Pieridae Canada in relation
to the proposed Goldboro LNG Facility.
Environmental Protection
The Pieridae Group is subject to, and to the best of its knowledge is in compliance with,
federal, provincial and municipal environmental legislation in all of its areas of activity.
The Pieridae Group recognizes that it must conduct all of its activities in a manner that
both protects and preserves the environment.
Pieridae Production Limited Partnership
On March 4, 2013, Pieridae entered into an agreement with Contact Exploration Inc.
(subsequently Kicking Horse Energy Inc.) to establish Pieridae Production LP in order to
acquire and develop natural gas resources in New Brunswick. As at January 1, 2014,
Pieridae, as a limited partner, had a 16.98% interest in Pieridae Production LP and has
made no further contributions to Pieridae Production LP during that year. During 2015
Pieridae invested an additional $750,000 in Pieridae Production LP, increasing its
ownership interest to 20%. Pieridae is entitled to contribute an additional $14,125,000
to Pieridae Production LP prior to any further funding by the other partner, and to
thereby increase its ownership in Pieridae Production LP to 50%. In late 2015 ORLEN
Upstream Canada Ltd. acquired Kicking Horse Energy Inc.
There is presently a government imposed moratorium on the use of hydraulic fracturing
in New Brunswick which effectively prevents any further exploration and development by
Pieridae Production LP of its natural gas resource properties in that province.
The LNG Purchase and Sale Agreement
Goldboro LNG and Uniper have entered into an agreement dated May 31, 2013, as
amended on February 3, 2016 and June 2, 2017 (the "LNG Sale and Purchase
Agreement") which contemplates the sale each year by Goldboro LNG, and the purchase
by Uniper on a "take or pay" basis, of 4.8 MTPA of LNG for a term of 20 years
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commencing at the start of commercial deliveries of LNG. Title and risk to the LNG will
pass from Goldboro LNG to Uniper at the point that the LNG passes from the Goldboro
LNG Facility to the customer’s LNG vessel. The price of the LNG is expressed in U.S.
dollars and is determined primarily by reference to the prevailing price for natural gas
quoted on a prescribed European index discounted for costs incurred by the customer for
the transportation and regasification of the LNG. Under the terms of the LNG Sale and
Purchase Agreement Uniper has the right to terminate the agreement in accordance with
its terms, including in the event Goldboro LNG fails to meet certain milestone deadlines
(and such deadlines are not extended as agreed to between Uniper and Goldboro LNG).
Market and Marketing Plans
Goldboro LNG has pre-sold substantially all of the LNG that will be produced from one of
the two liquefaction trains planned for the Goldboro LNG Facility to Uniper under the LNG
Sale and Purchase Agreement for a term of twenty years commencing at the start of
commercial production.
Pieridae is currently in discussions with one or more potential customers for the pre-sale
of the LNG that could be produced from the second liquefaction train planned for the
Goldboro LNG Facility.

Regulatory - Canada
On August 13, 2015 the National Energy Board confirmed its decision, subject to the
approval of the Governor in Council, to issue a licence to Goldboro LNG to:
(a) export from Canada up to 16.675 billion cubic meters of natural gas each year for a
period of twenty years commencing on the date of first export ("Export Licence
GL-313"); and
(b) import to Canada up to 11.845 billion cubic meters of natural gas each year for a
period of twenty years commencing on the date of first import ("Import Licence
GL-314").

On May 26, 2016, the Governor in Council approved Export Licence GL-313 and Import
Licence GL-314 pursuant to section 117 of the National Energy Board Act (Canada).
Regulatory - United States
On May 22, 2015, the Department of Energy of the United States (the "US DOE") issued
an order ("Order No. 3639") granting Goldboro USA LP authorization to export annually,
by pipeline, up to 292 Bcf of natural gas sourced from the United States to Canada for
end use in Canada or, after liquefaction in Canada, to export, by vessel, the LNG
produced from such natural gas to countries with which the United States has a free-
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trade agreement. This authorization is for a period of twenty years commencing on the
earlier of date of first export and May 22, 2022.
On February 5, 2016, the US DOE issued an order ("Order No. 3768") granting Pieridae
USA, as the general partner of Goldboro USA LP, authorization to export annually, using
the capacity of the U.S. portion of the M&N Pipeline that is in service as of February 5,
2016, up to 292 Bcf natural gas sourced from the United States to Canada for
liquefaction in Canada and re-export as LNG to countries with which the United States
does not have a free-trade agreement. This authorization is for a period of twenty years
commencing on the earlier of the date of first commercial re-export and February 5,
2023. The volume of natural gas that is authorized for export under Order No. 3768 is
not additive to the volume of natural gas that is authorized for export under Order No.
3639.
The regulatory history of the applications made by Goldboro USA LP, including a copy of
Order No. 3639 and Order No. 3768, can be accessed at:
https://energy.gov/fe/downloads/pieridae-energy-usa-ltd-fe-dkt-no-14-179-lng.
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Introduction
General
The technical review of P&NF Holdings report was prepared by Pieridae Energy is
hereinafter referred to as "the Company." The effective date of this report is December
31, 2017, and includes disclosure information required by NI 51-101 regarding the
Statement of Reserves Data and Other Oil and Gas Information. This report consists of
an evaluation of the best, low and high estimates contingent P&NG resources of the
Company’s interests in the Haldimand and Bourque areas. This report also contains
information concerning land holding and future exploration or development activities.
The report was prepared between February and March 2018 with the purpose of
reporting the Company’s resources according to the Canadian Oil and Gas Evaluation
Handbook (“COGEH”) resource definitions that are consistent with the standards of
National Instrument 51-101.

Procedure
Pieridae has prepared a preliminary document and Sproule has review and provide
feedback for the sections relating to reserves or resources. Pieridae has provided the
review, in both a “clean” version and a “blacklined” version which highlights the changes
made between the preliminary report and the final report. Sproule has reviewed the final
report and provide consent.

Report Contents
The report consists of an Introduction, Discussion, Figures, National Instrument 51-101,
and Appendices. The Introduction includes the summary of standards and procedures
and the Discussion includes general commentaries pertaining to the Companies
properties and activities as they pertain to the evaluation of the contingent resources.
The National Instrument 51-101 section presents the Report on Contingent Resources
Data by Independent Qualified Reserves Evaluator or Auditor. A summary of National
Instrument 51-101 disclosure of resources is provided in Appendix A.

Standards
This report has been prepared using current geological and engineering knowledge,
techniques and computer software. It has been prepared within the Code of Ethics of the
« Ordre des Géologues du Québec (OGQ) » and the Association of Professional Engineers
and Geoscientists of Alberta (“APEGA”). This report adheres in all material aspects to the
“best practices” recommended in the COGE Handbook which are in accordance with
principles and definitions established by the Calgary Chapter of the Society of Petroleum
Evaluation Engineers. The COGE Handbook is incorporated by reference in National
Instrument 51-101.
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Sproule Resources Evaluation Results
1. The analysis of individual entities as reported herein was conducted within the
context and scope of a technical review of a unique group of entities in aggregate.
Use of this report outside of this scope may not be appropriate.
2. The accuracy of contingent resources estimates and associated economic analysis
is, in part, a function of the quality and quantity of available data and of
engineering and geological interpretation and judgment. Given the data available at
the time this report was prepared, the estimates presented herein are considered
reasonable. However, they should be accepted with the understanding that
reservoir and financial performance subsequent to the date of the estimates may
necessitate revision. These revisions may be material.
3. No attempt was made to estimate the net present values of the resources
presented in this report.
4. Due to rounding, certain totals may not be consistent from one presentation to the
next.
5. There is no certainty that it will be commercially viable to produce any portion of
the reported resources volumes.

BOE Cautionary Statement
BOE’s (or ‘McfGE’s’ or other applicable units of equivalency) may be misleading,
particularly if used in isolation. A BOE conversion ratio of 6 Mcf:1 bbl (or ‘An McfGE
conversion ratio of 1 bbl:6 Mcf’) is based on an energy equivalency conversion method
primarily applicable at the burner tip and does not represent a value equivalency at the
wellhead.

Forward-Looking Statements
This report may contain forward-looking statements including expectations of future
production revenues and capital expenditures. As of December 31, 2017, no oil or natural
gas reserves have been assigned to any of the properties in which Pieridae has an
interest. Information concerning reserves may also be deemed to be forward-looking as
estimates involve the implied assessment that the reserves described can be profitably
produced in the future. These statements are based on current expectations that involve
a number of risks and uncertainties, which could cause actual results to differ from those
anticipated. These risks include, but are not limited to: the underlying risks of the oil and
gas industry (i.e., corporate commitment, regulatory approval, operational risks in
development, exploration and production); potential delays or changes in plans with
respect to exploration or development projects or capital expenditures; the uncertainty of
reserves estimations; the uncertainty of estimates and projections relating to production;
costs and expenses; health, safety and environmental factors; commodity prices; and
exchange rate fluctuation.
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Discussion
Technical Review of P&NG Holdings - History
On October 23, 2017, Pétrolia has bought back Québénergie's interest in the
Haldimand discovery area and the 13 exploration permits of the Gaspé Property
(Block). Following this transaction Pétrolia has increased is working interest to 100%
in the Haldimand area (13 exploration permits).
On October 24, 2017, the business combination of Pieridae Energy Limited ("Former
Pieridae") and Pétrolia Inc. ("Pétrolia") was announced by way of plan of
arrangement (the "Arrangement") to form the amalgamated company named
Pieridae Energy Limited (“Pieridae”), all the exploration permits underground storage
permits previously hold by Pétrolia in the Quebec Province have been transferred to
Pieridae Energy.

Quebec Assets (Gaspe and Bourque Properties)
In Eastern Gaspe, former Petrolia’s reports included the Corte Real area (5
exploration licenses) and the Haldimand area (13 exploration licenses) as part of the
Gaspe Property. For the purpose of simplification The Gaspe Property combines the
former Corte Real acreage and the Haldimand acreage (18 exploration licenses) in
which Pieridae Energy owns 100% working interest (Figure 1 and Table 7).
The Bourque Property includes 4 exploration licenses, in which Pieridae Energy owns
51% working interest
Some of the exploration permits are subject to overriding royalties of 5% to 7.5%.
Sproule has historically audited the reserve and resource assessments conducted by
Petrolia (Pieridae Energy) on the Haldimand area. Evaluated contingent resources
assessments appearing in this report were first audited effective December 31, 2009
and were presented in report entitled “Audit of Resource Assessment, Haldimand
Block, Gaspe Peninsula, Quebec (as of December 31, 2009)” dated May 28, 2010.
Revisions to the resource volumes reported have been revised in 2017 in report
entitled “Evaluation of the Contingent Resources of Pieridae Energy in the Haldimand
area of Quebec, Canada - (as of December 31, 2017) Summary Report”.
A new report concerning the Bourque area consists of an evaluation of the low, best
and high estimate contingent and prospective P&NG resources of the Company’s
interest in the Bourque Project (4 exploration licenses). This report was prepared in
August to October 2017 – November 2018 and entitled “Evaluation of the Contingent
and Prospective Resources of Pieridae Energy in the Bourque Area of Quebec,
Canada (as of December 31, 2017) – Summary Report”.
Both reports were prepared for the purpose of evaluating the Company’s P&NG
resources according to the Canadian Oil and Gas Evaluation Handbook (“COGE
Handbook”) resource definitions that are consistent with the standards of National
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Instrument 51- 101. Those reports were prepared for the Company’s corporate
purposes.

Quebec Assets (Anticosti)
Anticosti Island lies in the Gulf of St. Lawrence, 75 km from the coast of the Gaspe
Peninsula. It is 220 km in length, up to 48 km in width and occupies an area of
approximately 8,000 square kilometers (3,000 square miles). On the Anticosti
Island, 38 underground reservoir (RS) exploration permits were held by the Anticosti
Hydrocarbons limited partnership covering an area of 619,564 ha.
On April 1, 2014, the Quebec government announced a strategic partnership on
Anticosti, working with Ressources Québec, Saint-Aubin E&P (Québec) Inc., Corridor
Resources Inc., and Pétrolia Inc. Partner interests in the 38 exploration licenses for
the limited partnership will be divided as follows: Ressources Québec 35%, Pétrolia
21.7%, St-Aubin E&P 21.7% and Corridor Resources Inc. 21.7%.
The partnership, Hydrocarbures Anticosti, has successfully drilled 12 cores holes in
2014 and 2015 summer seasons. The Macasty shale was the main objective of the
drilling campaigns. Operations were planned to resume in the summer 2016 with the
drilling of 3 horizontal wells targeting the Macasty Formation followed by fracking
and testing.
On July 24, 2017, the Government of Quebec adopted a ministerial order, published
in the Gazette Officielle du Québec and taking effect on July 28, 2017, prohibiting the
exploration and development of oil and gas on Anticosti Island. It also announced
compensation settlements with corporations involved in oil and gas exploration on
Anticosti Island.
Pétrolia and the Government of Quebec entered into a term sheet dated August 9,
2017 (the “Anticosti Settlement”), which sets out the principal terms and conditions
of definitive agreements to be entered into between Pétrolia and the Government of
Quebec with respect to the end of oil and gas exploration and development on
Anticosti Island and further to which AHLP will eventually be liquidated and dissolved
without further compensation, in exchange for a cash consideration of $20,500,000
in favor of Pétrolia.

New Brunswick Assets
On March 4, 2013, Pieridae Energy Limited (Pieridae) entered into an agreement
with Contact Exploration Inc. (subsequently Kicking Horse Energy Inc.) to establish
Pieridae Production LP in order to acquire and develop natural gas resources in New
Brunswick. As at January 1, 2014, Pieridae, as a limited partner, had a 16.98%
interest in Pieridae Production LP and has made no further contributions to Pieridae
Production LP during that year. During 2015 Pieridae invested an additional
$750,000 in Production LP, increasing its ownership interest to 20% (Table 1, Table
7 and Figure 2). Pieridae is entitled to contribute an additional $14,125,000 to
Pieridae Production LP prior to any further funding by the other partner, and to
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thereby increase its ownership in Pieridae Production LP to 50%. In late 2015 ORLEN
Upstream Canada Ltd. acquired Kicking Horse Energy Inc.
There is presently a government imposed moratorium on the use of hydraulic
fracturing in New Brunswick which effectively prevents any further exploration and
development by Pieridae Production LP of its natural gas resource properties in that
province.
Table 1: Pieridae Land Holdings in New Brunswick As of December 31, 2017

Property

New Brunswick
Property

PERMITS

ACQUISITION
DATE

GROSS
AREA
(ha)

01-01

01/01/2014

6,376

01-01/27

02/01/2014

359

01-01/36

03/01/2014

359

01-01/85

04/01/2014

90

01-01/86

05/01/2014

359

07-01

06/01/2014

5,032

07-03

07/01/2014

718

07-04

08/01/2014

1,077

TOTAL

14,371

WORKING
INTEREST (%)

NET
AREA
(ha)

20%

1,275.2

20%

71.8

20%

71.8

20%

18.0

20%

71.8

20%

1,006.5

20%

143.7

20%

215.3
2,874.2

Pieridae’s Land Holdings
The Company’s land holdings as of December 31, 2017 are located in the Province of
Québec and in the province of New Brunswick. In the Province of Québec the lands
are held under oil and gas exploration permits (PG) or by under underground
reservoir exploration permits (RS) issued by the Government of Québec. In total, the
interest lands cover an area of 1,026,246 hectares on a gross basis and 883,721
hectares on a net basis (Table 2 and Table 7).
In the Gaspé Peninsula, the land is divided for the sake of convenience into six
Properties, Gaspé, Bourque, Gastonguay, Gaspésia, Marcel Tremblay and Edgar,
covering 1,011,875 gross hectares (Figure1) and 769,508.2 net hectares. The
majority of this land is owned 100 percent by Pétrolia. Some of the Gaspé Property
exploration licenses are burden with overriding royalties.
The permits issued by the Government of Québec give Pieridae Energy the exclusive
right to undertake oil and gas and underground reservoir exploration work for an
initial five year period, with the possibility of further annual renewals for another five
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years, provided certain obligations are fulfilled. These obligations are an annual
rental fee of $0.104 per hectare and a minimum statutory exploration expenditure
that must be met each year. The minimum required expenditure must be equivalent
to $0.50 per hectare the first year. The minimum expenditure increases by $0.50 per
hectare in each subsequent year, reaching $2.50 per hectare in the fifth year. For
each additional renewal, the rental fee is fixed at $0.50 per hectare and the work
obligations are equivalent to $2.50 per hectare.
Note that following article 3 of the Bill 18 « An Act to limit oil and gas activities»
dated June 13, 2011, «the holder of a licence to explore for petroleum, natural gas
and underground reservoirs is exempted from performing the work required under
the Mining Act until the date determined by the Minister, which date may not be later
than 13 June 2014. In that case, the term of the licence is deemed to be suspended
in accordance with section 169.2 of that Act. At the end of the exemption period, the
expiry date of the licence is deferred to the end of the period for performing the work
that remains to run after the lifting of the suspension. The time limit for filing the
report that the holder of a licence to explore for petroleum, natural gas and
underground reservoirs who performs work during the exemption period provided for
in the first paragraph must submit under the second paragraph of section 177 of the
Mining Act is deferred to six months after the new expiry date of the licence
determined under the first paragraph».
This «exemption» will be left when the new oil & gas regulations will be published. It
is expected also that the minimal work obligations and the rents for the exploration
licenses are in the process of been modified.
For the Québec exploration permits, the Company expended $2,480,619 in the
reporting financial year (2017). The exploration expenses already incurred over the
permits are sufficient to meet the minimum work obligation for the next fiscal year.
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Table 2: Pieridae Land Holdings as of December 31, 2017

Property

Working
Gross
Interest
Area (ha)
(%)

Number of Permits

Net Area (ha)

Quebec
Bourque
Gaspé (including Haldimand)
Gastonguay
Gaspésia
Edgar
Marcel Tremblay
Matapédia and Restigouche

4 PG(1)

51

12 PG(1) 6 RS(2)
13 PG(1)

74,267

37,876.2

100

269,143

269,143.0

100

259,015

259,015.0

7 RS

(3)

100

137,000

137,000.0

3 RS

(3)

100

50,010

50,010.0

(3)

100

33,165

33,165.0

189,276

94,638

2 RS

6 PG(1) & 7 RS(4)

50

Total Québec Pieridae 1,011,876

880,847

New Brunswick
14,371

2,874.2

Total Pieridae 1,026,246

883,721

8

20

(1) Oil and gas exploration licences obtained April 28, 2009.
(2) Underground reservoir permits licenses November 21, 2005
(3) Underground reservoir licenses obtained April 28, 2009.
(4) Underground reservoir licenses obtained November 23, 2007

The following sections present additional information regarding each of the Property
held by the Company.

Gaspé Property
The Gaspé Property is located in the east-central part of the Gaspé Peninsula and
comprised de Haldimand Block (Figure 1 and Table 7).
In Eastern Gaspe, former Petrolia’s reports included the Corte Real area (5 licenses)
and the Haldimand area (13 licenses) as part of the Gaspe Property (Table 7). For
the purpose of simplification the Gaspe Property of this report combines the former
Corte Real acreage and the Haldimand acreage consisting of 12 exploration licenses
and 6 underground storage licenses for a total of 18 contiguous licenses in which
Pieridae Energy owns 100% working interest.
Sproule has historically audited the reserve and resource assessments conducted by
Pieridae Energy (Petrolia) on the Haldimand area. Evaluated contingent resources
assessments appearing in this report were first audited effective December 31, 2009
and were presented in a Sproule’s report entitled “Audit of Resource Assessment,
Haldimand Block, Gaspe Peninsula, Quebec (as of December 31, 2009)” dated May
28, 2010. Revisions to the resource volumes publicly reported have been revised in
2017-2018 in a Sproule’s report entitled “Evaluation of the Contingent Resources of
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Pieridae Energy in the Haldimand area of Quebec, Canada (as of December 31,
2017) - Summary Report”.
The Sproule’s reports was prepared for the purpose of evaluating the Company’s
P&NG resources according to the Canadian Oil and Gas Evaluation Handbook (“COGE
Handbook”) resource definitions that are consistent with the standards of National
Instrument 51- 101. Those reports were prepared for the Company’s corporate
purposes.

Gaspé Property - Haldimand Block
As a result of these modifications, the total area covered by the contract permits is
now 269,143 hectares on a gross basis and 269 143 hectares on a net basis (Figure
1, Table 2 and Table 7).
The Gaspé property is characterized by the presence of oil shows (about 60 known
sites) in the Devonian sandstones, which explains the interest in this region by
explorers for more than a century. The main exploration targets correspond to the
York River Formation, the lowermost unit of the Devonian Gaspé sandstone Group
and the Indian Cove and Forillon Formations of the lower units of the Gaspé
Limestones Group.

Haldimand Discovery Area
The Haldimand discovery was made by Pétrolia in 2006 with the drilling of Pétrolia
Haldimand No.1 which tested oil 50 ÛAPI from shaly sandstones within the York River
Formation on the license 2005RS123. The formation is characterized by low primary
matrix porosity with open fractures. The second well Haldimand No. 2 was drilled in
2009 approximately 1000 meters to the northwest of the discovery well. Following
the drilling of Haldimand No. 2 Sproule carried out an audit of the Company’s
resource estimate which classified the oil as a Contingent Resource. The Company
subsequently drilled a horizontal well Haldimand No.4 drilled in 2014 to further
assess the development of the resource using horizontal well technology, and has
been conducting tests on the horizontal well. A long term production test on
Haldimand No 4 was done in 2016.

Haldimand Evaluation Status
Contingent Resources Classification
The resources were classified in accordance with the Canadian Oil and Gas Evaluation
Handbook (COGE Handbook) definitions that are consistent with NI 51-101 and used
by Sproule.
Petroleum initially-in-place (PIIP) on the Company-interest lands was classified as
discovered accumulations based on the well tests performed on the three wells
drilled within the project area.
The reported Discovered Petroleum Initially-In-Place (DPIIP), presented in Table 3,
are low, best, and high estimates which were estimated using the probabilistic
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method. Ranges were estimated for gross rock volume, porosity, water saturation,
formation volume factor, oil recovery factor, and gas recovery factor.
Estimates of the volumes of Company interest recoverable oil and recoverable gas
are provided as low, best and high estimates, recognizing the uncertainty of those
volumes being recovered. Recoverable volumes were estimated using a probabilistic
model, incorporating the recovery factor uncertainty in conjunction with the
parameters used to estimate petroleum initially-in-place.
The estimated recoverable sales volumes are presented in Table 3 for the Company’s
working interest volume. Recoverable volumes estimated from discovered areas are
classified as contingent resources.
The contingent resources are further sub-classified as development unclarified, as
discussed further in the Recovery Technology section of this report.

Recovery Technology
The Company’s proposed development plan relies on HMSF development, un-fracked
slim hole multilateral horizontal wellbores, and optimized pump systems to
commercially produce un-fracked wells. HMSF development has proven successful in
a variety of tight oil and gas reservoirs in western Canada and the United States.
Development using HMSF technology has also occurred in other areas of the world.
Multilateral horizontal wells have been used successfully to obtain commercial
production rates from pools in which single wellbore rates are marginal, such as the
Bluesky Formation in the Peace River area of Alberta. Multilateral horizontal
wellbores have been successfully applied to naturally fractured tight reservoirs, such
as the Austin Chalk Formation in Texas. The York River reservoir is estimated to be
in the 0.02-1.2 mD permeability range. Analogous reservoirs of this permeability
range have been successfully developed using HMSF technology. The Bakken
Formation in North Dakota has similar porosity and permeability ranges as the York
River Formation. This reservoir has been successfully developed using HMSF
technology.
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Contingencies
Regulatory Approval
The Company has not submitted a regulatory application to develop the contingent
resource volumes using HMSF technology. The absence of the submission of an
application to development using HMSF technology has resulted in the contingency.
Once the application has been submitted and approved, this contingency would be
lifted.
For the slim hole multilateral horizontal wellbore, and the optimized pump system
development options, regulatory approval would not be considered a contingency, as
approval to drill these types of un-fracked wells has been obtained.

Economic Factors
The future pricing market and capital costs associated with this project will affect the
future commerciality. When the capital costs and product prices reach a level where
the project economics are acceptable to the Company, this contingency would be
lifted.
Due to the uncertainty regarding the future production profile of the wells in the
reservoir, the future cost and price requirements which are needed to commercially
produce the Haldimand assets are unknown.

Corporate Commitment
There has been no final investment decision and endorsement from the Company to
move forward with commercial development of this asset. It is likely that a final
investment decision to approve this project will not occur for several years.
Additionally, a detailed development plan has not been determined and further work
needs to be completed to confirm how the resources will be developed. It is
anticipated that as the development plan is refined, the Company would be able to
make a final investment decision, at which point this contingency would be lifted.

Timing of Production and Development
The timing of production and development detailed in this report is estimated to
commence beyond the reasonable time periods described in the COGE Handbook as
a requirement for classification as reserves. It is expected that as development
planning continues, the timing of production and development will fall within the
timeframes and certainty required for reserves classification, at which time this
contingency would be lifted.

Market Access
Current infrastructure in the Haldimand area does not allow access to pipelines or
existing facilities. This has restricted the volumes of produced hydrocarbon from the
Haldimand area that can access viable markets. The Company will need to build
pipelines and facilities to allow for the product to reach markets. Once this has been
completed or will be completed in the near term, this contingency would be lifted.
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Political Factors
The Government of Quebec had previously imposed a hydraulic fracturing
moratorium within the province of Quebec. This ban was lifted in late 2016. While no
hydraulic fracturing moratorium currently exists, there is still a chance that political
pressures could cause new moratoriums to be implemented. Once horizontal multistage fractured wells are developed in Quebec with no change to applicable policies,
this contingency would be lifted.
On September 20, 2017, the Quebec Government published a draft hydrocarbon
regulation, titled “GAZETTE OFFICIELLE DU QUÉBEC, September 20, 2017, Vol. 149,
No. 38”. This draft regulation indicated that the use of hydraulic fracturing would be
permitted and presented the process in which an operator could apply for a permit,
as well as the conditions surrounding the fracture stimulation operations.
Subsequent to the effective date of this report, in June 2018 the government of
Quebec announced an amendment to the proposed regulations. The amended
regulation imposed a complete prohibition of hydraulic fracturing in shale gas, as well
as a ban on fracturing within the first 1,000 meters of depth, as well as a complete
prohibition of exploration and production within 1,000 meters from areas of
urbanization and 1,000 meters from bodies of water. In September 2018, these
revisions came into force.

Social License
The Company is currently developing the Haldimand area in the Gaspe region of
Quebec. Quebec has previously restricted certain types of development due to
environmental concerns. Protests at other oil and gas sites in the province, in which
HMSF development did not occur, indicate that the Haldimand development may
have similar or larger protests. Such protests could delay the project, or put pressure
on the commerciality of the project. The Company will need to obtain an agreement
to develop the lands, and show that HMSF development can occur within Quebec, at
which point this contingency would be lifted.
The Company is also investigating un-fracked slim hole multilateral horizontal
wellbores drilled into naturally fractured regions of the reservoir, and using optimized
pump systems to increase the productivity of un-fracked wells. If these development
options are selected, the Social License contingency would be reduced.
The estimated chance that the contingencies identified will be resolved has been
quantified.
Contingencies identified in the COGE Handbook Volume 2 Section 2.5.4 that were not
identified as applicable to the Haldimand area development at this time include
Evaluation Drilling, Technology Under Development, and Legal Factors.

Project Evaluation Status
Sproule classifies the project evaluation status of the contingent resource volumes
attributed to development in the Haldimand area to be at the Conceptual studies
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level. Further work to delineate the accumulation and to estimate recoverable
volumes is needed before the project moves to the Predevelopment study status.

Project Maturity Subclass
Horizontal multi-stage frac technology has not yet been attempted within this
reservoir, and may not be allowed due to regulatory, political, or social license
restrictions. If HMSF development does not occur, or is not successful, the Company
may investigate other development plans. Due to this uncertainty, the contingent
resources were sub-classified as development unclarified. The Company plans to
clarify this development plan by multi-stage fracing a Haldimand well once an
approval is obtained. Results of this pilot frac program will allow for more clarity
regarding the contingent resource project maturity subclass.

Economic Status
Sproule evaluated the Company’s development plan for the contingent resources in
the Haldimand area and found these contingent resources to be Economic Status
Undetermined.
The Company is working to obtain more information regarding the economic viability
by undertaking a pilot multi-stage frac program in the Haldimand area, as well as
drilling slim hole multilateral horizontal wells and optimizing pump systems. Results
of pilot programs for these development scenarios will allow for more clarity
regarding the economic status of this project.

Chance of Development Risk
All contingent resource volumes outlined in this report are classified as Economic
Status Undetermined, Development Unclarified and, in Sproule’s opinion, have a low
probability of becoming a commercial development. In recognition of the risk of
commerciality of resource volumes, a 37 percent chance of development risk factor
has been applied to the total recoverable volumes. This chance of development risk
factor is an aggregation of risk factors attributable to the eight contingencies
identified for the project. Regulatory Approval, Economic Factors, Corporate
Commitment, Timing of Production and Development, Technology Under
Development, Legal Factors, Infrastructure and Market, Political Factors, and Social
License have been incorporated as a 37 percent chance of occurrence and applied to
the un-risked best estimate contingent resources volumes.
On September 20, 2017, the Quebec Government published a draft hydrocarbon
regulation, titled “GAZETTE OFFICIELLE DU QUÉBEC, September 20, 2017, Vol. 149,
No. 38”. This draft regulation indicated that the use of hydraulic fracturing would be
permitted and presented the process in which an operator could apply for a permit,
as well as the conditions surrounding the fracture stimulation operations.
Risk factors related to Regulatory Approval and Political Factors estimated based on
the indication that fracture stimulations would be permitted in the future. The
aggregate Chance of Commerciality applied for Contingent Resources was estimated
to be 37% in this report.
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Subsequent to the effective date of this report, in June 2018 the government of
Quebec announced an amendment to the proposed regulations. The amended
regulation imposed a complete prohibition of hydraulic fracturing in shale gas, as well
as a ban on fracturing within the first 1,000 meters of depth, as well as a complete
prohibition of exploration and production within 1,000 meters from areas of
urbanization and 1,000 meters from bodies of water. In September 2018, these
revisions came into force.
The Company has indicated that this project is partially within 1,000 meters of areas
of urbanization or bodies of water. The York River Formation evaluated in evaluated
in this report is not a shale formation, but it is shallower than 1,000 meters. This
development would not be allowed to proceed using horizontal multi-stage hydraulic
fracturing technology, as was evaluated in this report. Had this regulatory change
been disclosed prior to the December 31, 2017 effective date, Sproule would have
increased the risk due to Regulatory Approval and Political Factors, which would have
decreased the Chance of Commerciality for Contingent Resources from 37% to 8%.

Positive and Negative Factors
Key positive factors relevant to the contingent resource estimate for development in
the Haldimand area include:
y Success of horizontal multi-stage frac projects in other tight sandstone
reservoirs in North America
y A discovered thick oil column (120+ metres net pay) providing significant in
place potential
y Refining facilities in Quebec which would be likely provide a market
Key negative factors relevant to the contingent resource estimate for development in
the Haldimand area include:
y
y
y

Uncertainty as to the suitability of horizontal multi-stage frac technology in
this formation
Historic political and social resistance in Quebec related to hydrocarbon
development, specifically fracking technology
Uncertainty regarding the economic viability of the project

Resource Estimates
Table 3 presents the low, best, and high estimates of volumes of the Company’s
unrisked contingent resources, and best estimate risked contingent resources in the
Haldimand area of Quebec, as of December 31, 2017. Table 3 also summarizes the
low, best, and high estimates of petroleum initially-in-place.
According to Sproule’s report, the best estimate of the Discovered Petroleum
Initially-in-Place (DPIIP) is 87,968 Mbbl. The best’s un-risked estimates of the
Contingent Resources are 12,354 Mboe (5,373 Mbbl of oil and 41,887 MMcf of
conventional natural gas). The contingent resources are sub-classified as
“Development Unclarified with a probability of development estimated at 37%. The
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best risked estimates is 4,571.1 Mboe (1,988.1 Mbbl of oil and 15,498.1 MMcf of
conventional natural gas) (Risked =Best*37).

Project Development Forecasts
Due to the early stage of development of this project, production forecasts and
economic forecasts were not developed for this report. Table 3 presents the range of
unrisked and risked resource estimates for the Haldimand Project as evaluated by
Sproule.

Table 3: Low, Best, and High Estimates of Pieridae Energy's P&NG Resources in the
Haldimand York River Formation (As of December 31, 2017)
Company Working Interest Volumes (100% WI)
Discovered Petroleum
Initially-In-Place
(DPIIP)
Unrisked

Area

(1)

Light & Medium Oil (Mbbl)
Conventional Natural Gas
Haldimand
(MMcf) (9)
Total (Mboe)
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)

(2)

Low

Best

13,856

87,968

(3)

High

199,126

Contingent Resources(4)
Risked(6)

Unrisked
(1)

Low

574

Best

(2)

5,373

(3)

Best(2)
12,536
1,988.1

High

4,950 41,887

94,952

15,498.1

1,399 12,354

28,361

4,571.1

Low represents the P90 volume estimate
(2) Best represents the mean volume estimate
High represents the P10 volume estimate
Contingent Resources are sub-classified as Contingent - Development Unclarified (Risked = Best*37%)
It is mathematically invalid to determine a risked success-case distribution for any probability level other than the mean itself by
multiplying an unrisked success case by the chance of commerciality
Risked: A 37 percent chance of development risk (63 percent chance of not proceeding with development.) (If the Petroleum
Resources Act adopted on September 20, 2018 was considered, an 8 percent chance of development risk would have been used).
Oil resources are presented in thousands of barrels, at stock tank conditions
Gas resources are presented in millions of cubic feet, at base conditions of 14.65 psia and 60 degrees Fahrenheit
Solution gas

Gaspé Property 2018 Work Program
Pieridae has planned an Airborne Hydrocarbon Geochemical Sensing System Surveys
totaling 882 km of lines to cover Le Ber and Flecher areas located West of Gaspé and
South of the Bourque oil discovery and 158 km of lines survey on the Tar Point area,
located southeast of the Haldemand’s discovery. The main target is the Indian Cove
fractured carbonates.
Additional to that an optional 1,203 km of Airborne Electromagnetic Survey are also
planned on these areas.
These surveys will be acquired in 2018 pending on government authorizations.
Budgets have been approved by the management.
These surveys were previously planned to be acquired in 2017. The provincial
permits necessary before to proceed with the acquisition were not obtained yet.
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Bourque Property
A new report concerning the Bourque area consists of an evaluation of the low, best
and high estimate contingent and prospective P&NG resources of the Company’s
interest in the Bourque project (4 exploration licenses) was published. This report
was prepared Sproule in August to October 2017 – November 2018 and entitled
“Evaluation of the Contingent and Prospective Resources of Pieridae Energy in the
Bourque Area of Quebec, Canada (as of December 31, 2017) – Summary Report”.

Discussion
The Company’s land holdings in the Bourque area of Quebec is located in the
northwestern portion of the Gaspé Peninsula 30 km east of Murdochville and 50 km
west of the town of Gaspé. This property consists of four permits, 51.03 percent
owned by Pétrolia Inc.
License numbers for the four permits are: 2009PG496, 2009PG497, 2009PG498, and
2009PG504. These four Bourque permits cover approximately 74,267 gross ha and
37,876.2 net acres (Table 2 and Table 7).

General Data
The Bourque Project area is situated along the northern arm of the Gaspé Peninsula
in eastern Quebec. The Bourque Property is located 50 km northwest of the city of
Gaspé.
The acquired 3D seismic data was processed at the end of 2008 and several drilling
prospects were identified when the data was interpreted in early 2009. In 2015, the
Company had reprocessed the 66 km2 of the seismic data and a PSDM seismic
volume was produced as part of its development program.
In April 2012, the Company drill two wells. Bourque No. 1 drilled an 865 metre
section of the Early Devonian Forillon Formation in the Bourque No. 1 well which
exhibited good porosity and flowed wet gas during DST’s with trace of light oil in the
tool chamber.
The Bourque No. 2 well localised at a few kilometers North of Bourque No. 1
completed drilling on December 19, 2012 and with several gas and oil shows
encountered, mainly in the Forillon section, during drilling. Drill stem test results
showed that there was no measurable wet gas with light oil recovered in the drill
pipe from the Forillon Formation. Both wells were temporarily suspended.
In 2016, the Company drilled two horizontal wells into to evaluate the Forillon
reservoir; Bourque HZ No. 1 R1 (from re-entered Bourque No. 1 well) and the
Bourque HZ No. 3 (from the same surface pad). Both wells were subsequently acid
stimulated and flow tested, however due to technical problems, the Bourque HZ No.
3 well was only acid stimulated at the heel of the well. Both test results indicated the
Forillon Formation as a tight light black oil reservoir, with associated conventional
natural gas and natural gas liquids.
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The Forillon Formation is considered to be the most prospective zone in the Bourque
Block and is the only formation where resources have been estimated.

Contingent and Prospective Resources Classification
The resources were classified in accordance with the Canadian Oil and Gas Evaluation
Handbook (COGE Handbook) definitions that are consistent with NI 51-101 and used
by Sproule. Petroleum initially-in-place (PIIP) on the Company-interest lands were
classified as discovered accumulations in areas offsetting the Bourque HZ No. 1 R1
and Bourque HZ No. 3 wells which positively tested for hydrocarbons based on a
sustained production test. Bourque HZ No. 3 was landed approximately 10 metres
below the top of the Forillon Formation, and the Bourque No. 1 R1 was landed
approximately 84 metres below the top of the Forillon. The top 114 metres of the
reservoir within the discovered area is classified as discovered, assuming that the
Bourque HZ No. 1 R1 will be fracture stimulated and will recover hydrocarbons from
30 metres below the wellbore. Below 114 metres, the reservoir is classified as
undiscovered. Sproule estimated a net to gross ratio of 0.56 within the discovered
area, resulting in a net pay estimate of 64 metres.
PIIP within areas which are not directly offsetting the Bourque HZ No. 1 R1 and
Bourque HZ No. 3 wells were classified as undiscovered. Bourque No. 2 did record
gas and light oil on a DST test, but due to the limited information obtained from the
DST, the area surrounding Bourque No. 2 is classified as undiscovered. The area
which is classified as discovered is within the Bourque South block.
The reported Discovered Petroleum Initially-In-Place (DPIIP) and Undiscovered
Petroleum Initially-In-Place (UPIIP), presented in Table 6 are low, best, and high
estimates which were estimated using the probabilistic method. Ranges were
estimated for area, net pay thickness, porosity, water saturation, formation volume
factor, oil recovery factor, and gas recovery factor.
Estimates of the volumes of Company interest recoverable oil, recoverable gas and
recoverable natural gas liquids are provided as low, best and high estimates,
recognizing the uncertainty of those volumes being recovered. Recoverable volumes
were estimated using a probabilistic model, incorporating the recovery factor
uncertainty in conjunction with the parameters used to estimate petroleum initiallyin place.
The estimated recoverable sales volumes are presented in Table 4 for the Company’s
working interest volume and Table 5 for the pool interest volumes. Recoverable
volumes estimated from discovered areas are classified as contingent resources.
Recoverable volumes estimated from undiscovered areas are classified as
prospective resources.
The contingent resources are further sub-classified as development unclarified, as
discussed further in the Recovery Technology section of this report.
The prospective resources are further sub-classified as a prospect, based on their
proximity to a discovered accumulation.
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Recovery Technology
The Company’s proposed development plan relies on HMSF development. HMSF
development has proven successful in a variety of tight oil and gas reservoirs in
western Canada and the United States. Development using HMSF technology has
also occurred in other areas of the world.
The Forillon Reservoir is estimated to be in the 0.01-0.02 mD permeability range.
Analogous reservoirs of this permeability range have been successfully developed
using HMSF technology, however, most of these analogous reservoirs are in tight
sandstone and shale reservoirs. Fewer analogies are available for tight carbonate
reservoirs using HMSF technology. Two analogies which were considered were the
Slave Point carbonate reservoir in Alberta and the Austin Chalk reservoir in Texas.
Both of these reservoirs have been successfully developed using HMSF technology,
however, are not considered to be good analogues due the difference in reservoir
parameters. Thus, horizontal multi-stage frac technology is classified as Technology
under Development for the Forillon Reservoir.

Contingencies
Regulatory Approval
The Company has not submitted a regulatory application to develop for the
remaining contingent resource volumes, which coincide with the contingent resource
volumes in the Bourque area. The absence of the submission of an application to
expand the development has resulted in the contingency. Once the application has
been submitted and approved, this contingency would be lifted.

Economic Factors
The future pricing market and capital costs associated with this project will affect the
future commerciality. When the capital costs and product prices reach a level where
the project economics are acceptable to the Company, this contingency would be
lifted.
Due to the uncertainty regarding the future production profile of the wells in the
reservoir, the future cost and price requirements which are needed to commercially
produce the Bourque assets are unknown.

Corporate Commitment
There has been no final investment decision and endorsement from the Company to
move forward with commercial development of this asset. It is likely that a final
investment decision to approve this project will not occur for several years.
Additionally, a detailed development plan has not been determined and further work
needs to be completed to confirm how the resources will be developed. It is
anticipated that as the development plan is refined, the Company would be able to
make a final investment decision, at which point this contingency would be lifted.
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Timing of Production and Development
The timing of production and development detailed in this report is estimated to
commence beyond the reasonable time periods described in the COGE Handbook as
a requirement for classification as reserves. It is expected that as development
planning continues, the timing of production and development will fall within the
timeframes and certainty required for reserves classification, at which time this
contingency would be lifted.

Market Access
Current infrastructure in the Bourque area does not allow access to pipelines or
existing facilities. This has restricted the volumes of produced hydrocarbon from the
Bourque area that can access viable markets. The Company will need to build
pipelines and facilities to allow for the product to reach markets. Once this has been
completed or will be completed in the near term, this contingency would be lifted.

Technology Under Development
The technology required to commercially develop the Bourque area is not currently
available, nor is it under active development. When the technology becomes
available for the Company to proceed with development, this contingency would be
lifted.
As noted above in the Recovery Technology section, HMSF technology has not been
attempted in this reservoir. This technology has been successfully implemented in
other carbonate reservoirs, for example the Slave Point reservoir in Alberta and the
Austin Chalk reservoir in Texas. These reservoirs indicate the potential of this
technology in the Forillon reservoir, but are not considered good analogues. The
Company plans to address this contingency by applying HMSF technology to the
Forillon reservoir in the Bourque wells.

Political Factors
The Government of Quebec had previously imposed a hydraulic fracturing
moratorium within the province of Quebec. This ban was lifted in late 2016. While no
hydraulic fracturing moratorium currently exists, there is still a chance that political
pressures could cause new moratoriums to be implemented. Once horizontal multistage fractured wells are developed in Quebec with no change to applicable policies,
this contingency would be lifted.
On September 20, 2017, the Quebec Government published a draft hydrocarbon
regulation, titled “GAZETTE OFFICIELLE DU QUÉBEC, September 20, 2017, Vol. 149,
No. 38”. This draft regulation indicated that the use of hydraulic fracturing would be
permitted and presented the process in which an operator could apply for a permit,
as well as the conditions surrounding the fracture stimulation operations. Risk factors
related to Regulatory Approval and Political Factors estimated based on the
indication that fracture stimulations would be permitted in the future.
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Subsequent to the effective date of this report, in June 2018 the government of
Quebec announced an amendment to the proposed regulations. The amended
regulation imposed a complete prohibition of hydraulic fracturing in shale gas, as well
as a ban on fracturing within the first 1,000 meters of depth, as well as a complete
prohibition of exploration and production within 1,000 meters from areas of
urbanization and 1,000 meters from bodies of water. In September 2018, these
revisions came into force.

Social License
The Company is currently developing the Bourque area in the Gaspe region of
Quebec. Quebec has previously restricted certain types of development due to
environmental concerns. Protests at other oil and gas sites in the province, in which
HMSF development did not occur, indicate that the Bourque development may have
similar or larger protests. Such protests could delay the project, or put pressure on
the commerciality of the project. The Company will need to obtain an agreement to
develop the lands, and show that HMSF development can occur within Quebec, at
which point this contingency would be lifted.
Contingencies identified in the COGE Handbook Volume 2 Section 2.5.4 that were not
identified as applicable to the Bourque area development at this time include
Evaluation Drilling and Legal Factors.

Project Evaluation Status
Sproule classifies the project evaluation status of both the contingent and
prospective resource volumes attributed to development in the Bourque area to be at
the Conceptual studies level. Further work to delineate the accumulation and to
estimate recoverable volumes is needed before the project moves to the Predevelopment study status.

Project Maturity Subclass
Horizontal multi-stage frack technology has not yet been attempted within this
reservoir, and may not be allowed due to regulatory, political, or social license
restrictions. If HMSF development does not occur, or is not successful, the Company
may investigate other development plans. Due to this uncertainty, the contingent
resources were sub-classified as development unclarified. The Company plans to
clarify this development plan by multi-stage fracking of the Bourque No. 1 R1 well
and the Bourque No. 3 well. This pilot frack program is estimated to be obtained in
2018 and may be delayed up to 2019 and will allow for more clarity regarding the
contingent resource project maturity subclass.
The prospective resource volumes in this report are classified as a Prospect. As the
prospective areas are in the same formation and are adjacent to the discovered
resource area, the prospective areas represent a viable drilling target.
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Economic Status
Sproule evaluated the Company’s development plan for the contingent resources in
the Bourque area and found these contingent resources to be Economic Status
Undetermined.
The Company is working to obtain more information regarding the economic viability
by undertaking a pilot multi-stage frack program on the Bourque No. 1 R1 and
Bourque No. 3 wells. Results of this pilot frack program is estimated to be obtained
in 2018-2019 and will allow for more clarity regarding the economic status of this
project.

Chance of Development Risk
All contingent resource volumes outlined in this report are classified as Economic
Status Undetermined, Development Unclarified and, in Sproule’s opinion, have a low
probability of becoming a commercial development. In recognition of the risk of
commerciality of resource volumes, a 30 percent chance of development risk factor
has been applied to the total recoverable volumes. This chance of development risk
factor is an aggregation of risk factors attributable to the eight contingencies
identified for the project. Regulatory Approval, Economic Factors, Corporate
Commitment, Timing of Production and Development, Technology Under
Development, Legal Factors, Infrastructure and Market, Political Factors, and Social
License have been incorporated as a 30 percent chance of occurrence and applied to
the un-risked best estimate contingent resources volumes.
Prospective resources carry an additional risk related to chance of discovery. Sproule
estimates the chance of discovery of the prospective resources to be 90 percent.
Combined with the above chance of development risk, a 26 percent chance of
occurrence is applied to the un-risked best estimate prospective resources volumes.
On September 20, 2017, the Quebec Government published a draft hydrocarbon
regulation, titled “GAZETTE OFFICIELLE DU QUÉBEC, September 20, 2017, Vol. 149,
No. 38”. This draft regulation indicated that the use of hydraulic fracturing would be
permitted and presented the process in which an operator could apply for a permit,
as well as the conditions surrounding the fracture stimulation operations. Risk factors
related to Regulatory Approval and Political Factors estimated based on the
indication that fracture stimulations would be permitted in the future. The aggregate
Chance of Commerciality applied for Contingent Resources was estimated to be 30%,
and the aggregate Chance of Commerciality applied for Prospective Resources was
estimated to be 26% in this report.
Subsequent to the effective date of this report, in June 2018 the government of
Quebec announced an amendment to the proposed regulations. The amended
regulation imposed a complete prohibition of hydraulic fracturing in shale gas, as well
as a ban on fracturing within the first 1,000 meters of depth, as well as a complete
prohibition of exploration and production within 1,000 meters from areas of
urbanization and 1,000 meters from bodies of water. In September 2018, these
revisions came into force.
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The Company has indicated that this project is not within 1,000 meters of areas of
urbanization or bodies of water. The Forillon Formation evaluated in this report is not
a shale formation, and it is deeper than 1,000 meters. Hydraulic fracturing is not
banned for this formation. It is Sproule’s opinion that the June 2018 announcement
does not require a change in the risk factors related to Regulatory Approval and
Political Factors and the Chance of Commerciality of this project remains at 30% for
the Contingent Resources and 26% for the Prospective Resources.

Positive and Negative Factors
Key positive factors relevant to the contingent resource estimate for development in
the Bourque area include:
y

Success of horizontal multi-stage frac projects in other naturally fractured
carbonate reservoirs in North America

y

A discovered thick oil column (300+ meters net pay) providing significant in
place potential

y

Refining facilities in Quebec which would be likely provide a market

y

A commercial project in the Forillon reservoir (Junex Inc Galt project)
indicating a chance of commerciality in the area

Key negative factors relevant to the contingent resource estimate for development in
the Bourque area include:
y

A lower porosity than the analogue Slave Point carbonate reservoir which has
been successfully developed

y

Uncertainty as to the suitability of horizontal multi-stage frac technology in
this formation

y

Historic political and social resistance in Quebec related to hydrocarbon
development, specifically fracing technology

y

Uncertainty regarding the economic viability of the project

Resource Estimates
Table 4 presents the low, best, and high estimates of the pool volume un-risked
contingent and prospective resources, and the best estimate risked contingent and
prospective resources in the Bourque area of Quebec, as of December 31, 2017.
Table 5 presents the low, best, and high estimates of volumes of the Company’s unrisked contingent and prospective resources, and best estimate risked contingent
and prospective resources in the Bourque area of Quebec, as of December 31, 2017.
Table 6 summarizes the low, best, and high estimates of petroleum initially-in-place.
Risked contingent resources have been risked for chance of commerciality. Risked
prospective resources have also been risked for chance of discovery, which is
incorporated into the risked chance of commerciality.
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Pieridae has a working interest of 51.03% in the Bourque Project.
According to Sproule’s report, the best estimate of the Total Petroleum Initially-inPlace (TPIIP) for the pool volume is 827,000 Mbbl (Table 6). The Discovered
Petroleum Initially-in-Place (DPIIP) is estimated at 62,000 Mbbl and the
Undiscovered Petroleum Initially-in-Place (UPIIP) is estimated at 765,000 Mbbl.
For Pieridae Working Interest, the Total Petroleum Initially-in-Place (TPIIP) in the
pool volume is 422,018 Mbbl. The Discovered Petroleum Initially-in-Place (DPIIP) is
estimated for the Company at 31,639 Mbbl and the Undiscovered Petroleum Initiallyin-Place (UPIIP) is estimated at 390,380 Mbbl.
The best estimate of the un-risked Contingent Resources for the pool volume is
5,714.7 Mboe (2,241.0 Mbbl of oil, 17,753 MMcf of conventional natural gas and
514.8 Mbbl of NGL). The best estimate of the Company un-risked Contingent
Resources is 2,926.2 Mboe (1,143.6 Mbbl of oil, 9,059.6 MMcf of conventional
natural gas and 262.7 Mbbl of NGL). The contingent resources are sub-classified as
“Development Unclarified “.
The best estimate of the un-risked Prospective Resources in the pool volume is
44,294.2 Mboe (16,062.0 Mbbl of oil, 144,287 MMcf of conventional natural gas and
4,184.3 Mbbl of NGL). The best estimate of the un-risked Company Prospective
Resources is 22,603.3 Mboe (8,196.4 Mbbl of oil, 73,629.7 MMcf of conventional
natural gas and 2,135.3 Mbbl of NGL). The Prospective Resource is sub-classified as
prospective (Prospect).
A 30% chance of development risk (70% chance of not proceeding with
development) is assigned by Sproule to Contingent Resources.
A 26% chance of commerciality risk (74% chance of not proceeding with
development) is assigned by Sproule to Prospective Resources. This is the product of
a 30 percent chance of development risk and a 90 percent chance of discovery risk.
The best estimate of the risked Contingent Resources for the pool volume is 1,714.4
Mboe (672.3 Mbbl of oil, 5,326 MMcf of conventional natural gas and 154.5 Mbbl of
NGL). The best estimate of the Company risked Contingent Resources is 874.9 Mboe
(343.1 Mbbl of oil, 2,717.9 MMcf of conventional natural gas and 78.8 Mbbl of NGL).
The contingent resources are sub-classified as “Development Unclarified “.
The best estimate of the risked Prospective Resources in the pool volume is 11,516.5
Mboe (4,176.1 Mbbl of oil, 37,515 MMcf of conventional natural gas and 1,087.9
Mbbl of NGL). The best estimate of the risked Company Prospective Resources is
5,876.9 Mboe (2,131.1 Mbbl of oil, 19,143.7 MMcf of conventional natural gas and
555.2 Mbbl of NGL). The Prospective Resource is sub-classified as prospective
(Prospect).
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Project Development Forecasts
Due to the early stage of development of this project, production forecasts and
economic forecasts were not addressed in this evaluation.
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Grand Total(4)

(10)
(11)
(12)
(13)

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)

Light & Medium Oil (Mbbl)

Conventional Natural Gas (MMcf)
NGL (Mbbl)
Total (Mboe)
Light & Medium Oil (Mbbl)

Conventional Natural Gas (MMcf)
NGL (Mbbl)
Total (Mboe)
Light & Medium Oil (Mbbl)

Conventional Natural Gas (MMcf)
NGL (Mbbl)
Total (Mboe)
Light & Medium Oil (Mbbl)

(13)

(13)

(13)

17,753
514.8
5,714.7
0.0
0
0.0
0.0
2,241.0

158.3
1,458.4
0.0
0
0.0
0.0

0.0
0.0
2,241.0

0.0
0.0
390.0
5,460

0

0.0

Best(2)

0

0.0

Low(1)

1,010.8
9,356.4
0.0
0
0.0
0.0

34,856

0.0
0.0
2,536.2

0

0.0

High(3)

154.5
1,714.4
0.0
0
0.0
0.0
672.3

5,326

0.0
0.0
672.3

0

0.0

Best(2)

1,308.1
12,102.8
422.0
59
1.7
433.4

45,106

189.3
1,756.1
3,277.0

6,527

479.0

Low(1)

3,607.9
36,746.8
1,680.0
167
4.9
1,712.8
16,062.0

124,410

571.6
5,834.6
12,404.0

19,710

1,978.0

Best(2)

9,927.5
114,399.9
6,559.0
481
13.9
6,653.0

342,327

1,734.9
19,862.9
47,418.0

59,826

8,157.0

High(3)

938.0
9,554.2
436.8
44
1.3
445.3
4,176.1

32,347

148.6
1,517.0
3,225.0

5,125

514.3

Best(2)

Prospective Resources(6)
Risked(9
Unrisked
)
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(13)
17,753
5,326
144,287
37,515
Conventional Natural Gas (MMcf)
NGL (Mbbl)
514.8
154.5
4,184.3
1,087.9
Total (Mboe)
5,714.7
1,714.4
44,294.2
11,516.5
Low represents the P90 volume estimate
Best represents the mean volume estimate
High represents the P10 volume estimate
Arithmetic summation is valid for the mean estimate only.
Contingent Resources are sub-classified as Contingent - Development Unclarified (Risked = Best*30%)
Prospective Resources are sub-classified as Prospective - Prospect (Risked=Best*26%)
It is mathematically invalid to determine a risked success-case distribution for any probability level other than the mean itself by multiplying an unrisked success case by the chance of commerciality
Risked: A 30 percent chance of development risk (70 percent chance of not proceeding with development)
Risked: A 26 percent chance of commerciality risk (74 percent chance of not proceeding with development). This is the product of a 30 percent chance of development risk and a 90 percent chance
of discovery risk.
Oil resources are presented in thousands of barrels, at stock tank conditions
Gas resources are presented in millions of cubic feet, at base conditions of 14.65 psia and 60 degrees Fahrenheit
Natural gas liquids resources are presented in thousands of barrels, at base conditions of 60 degrees Fahrenheit and equilibrium pressure
Conventional natural gas

Bourque-2 Area

Bourque South

Bourque North

Areas

Pool Volumes (100% Working Interest)
Contingent Resources(5)
Risked(8
Unrisked
)

Table 4: Low, Best, and High Estimates of Pieridae Energy's P&NG Resources in the Bourque Forillon Formation by Sub-Area
(As of December 31, 2017)

Pieridae Energy Limited

Light & Medium Oil (Mbbl)

(13)

2,916.2

Total (Mboe)

9,059.6
262.7

(13)

0.0

0.0
1,143.6

0.0

0.0

0

NGL (Mbbl)

Conventional Natural Gas (MMcf)

Light & Medium Oil (Mbbl)

Total (Mboe)

NGL (Mbbl)

0

0.0

Conventional Natural Gas (MMcf)

2,916.2

744.2

Total (Mboe)
Light & Medium Oil (Mbbl)

0.0

262.7

9,060

1,143.6

0.0

80.8

NGL (Mbbl)

Conventional Natural Gas (MMcf)

199.0

Light & Medium Oil (Mbbl)
2,786

0.0

Total (Mboe)

0.0

0

0.0

0

0.0

0.0

(13)

(13)

NGL (Mbbl)

Conventional Natural Gas (MMcf)

Best(2)

Low(1)

0.0

0.0

0

0.0

6,016.5

515.8

17,787

2,536.2

0.0

0.0

0

0.0

High(3)

874.9

78.8

2,717.9

343.1

0.0

0.0

0

0.0

874.9

78.8

2,718

343.1

0.0

0.0

0

0.0

Best(2)

221.2

0.9

30

215.3

6,176.0

667.5

23,018

1,672.3

896.1

96.6

3,331

244.4

Low(1)

22,603.3

2,135.3

73,629.7

8,196.4

874.0

2.5

85

857.3

18,751.9

1,841.1

63,486

6,329.8

2,977.4

291.7

10,058

1,009.4

Best(2)

Unrisked

3,395.0

7.1

245

3,347.1

58,378.3

5,066.0

174,689

24,197.4

10,136.0

885.3

30,529

4,162.5

High(3)

5,876.9

555.2

19,143.7

2,131.1

227.2

0.6

22

222.9

4,875.5

478.7

16,506

1,645.7

774.1

75.8

2,615

262.4

Best(2)

Risked(9)

Prospective Resources(6)
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(1) Low represents the P90 volume estimate
(2) Best represents the mean volume estimate
(3) High represents the P10 volume estimate
(4) Arithmetic summation is valid for the mean estimate only.
(5) Contingent Resources are sub-classified as Contingent - Development Unclarified (Risked = Best*30%)
(6) Prospective Resources are sub-classified as Prospective - Prospect (Risked=Best*26%)
(7) It is mathematically invalid to determine a risked success-case distribution for any probability level other than the mean itself by multiplying an unrisked success case by the
chance of commerciality
(8) Risked: A 30 percent chance of development risk (70 percent chance of not proceeding with development)
(9) Risked: A 26 percent chance of commerciality risk (74 percent chance of not proceeding with development). This is the product of a 30 percent chance of development risk and a
90 percent chance of discovery risk.
(10) Oil resources are presented in thousands of barrels, at stock tank conditions
(11) Gas resources are presented in millions of cubic feet, at base conditions of 14.65 psia and 60 degrees Fahrenheit
(12) Natural gas liquids resources are presented in thousands of barrels, at base conditions of 60 degrees Fahrenheit and equilibrium pressure
(13) Conventional natural gas

Grand Total(4)

Bourque-2 Area

Bourque South

Bourque North

Areas

Contingent Resources(5)
Risked(8
Unrisked
)

Company Working Interest Volumes (51.03% Working Interest)

Table 5: Low, Best, and High Estimates of Pieridae Energy's P&NG Resources in the Bourque Forillon Formation by Sub-Area
(As of December 31, 2017)
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24,000

Bourque-2
Area

105,122

12,247

Bourque South

Bourque-2
Area

(1)
(2)
(3)
(4)

161,000

1,246,000

199,000

High(3)

422,018

41,334

330,164

50,520

Best(2)

62,000

0

62,000

0

Best(2)

0

115,000

0

High(3)

Discovered Petroleum Initially-InPlace (DPIIP)

0

23,000

0

Low(1)

82,158

635,834

101,550

High(3)

0

11,737

0

Low(1)

31,639

0

31,639

0

Best(2)

0

58,685

0

High(3)

765,000

81,000

585,000

99,000

161,000

1,131,000

199,000

High(3)

12,247

93,385

13,268

Low(1)

390,380

41,334

298,526

50,520

Best(2)
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82,158

577,149

101,550

High(3)

Undiscovered Petroleum Initially-InPlace (UPIIP)

24,000

183,000

26,000

Low(1)

Best(2)

Undiscovered Petroleum Initially-InPlace (UPIIP)

Company Working Interest Volumes (51.03% WI) (Mbbl)

Low represents the P90 volume estimate
Best represents the mean volume estimate
High represents the P10 volume estimate
Arithmetic summation is valid for the mean estimate only.

Grand Total(4)

13,268

Low(1)

Bourque North

Areas

827,000

81,000

647,000

99,000

Best(2)

Discovered Petroleum Initially-InPlace (DPIIP)

Pool Volumes (100% Working Interest) (Mbbl)

Total Petroleum Initially-In-Place
(TPIIP)

206,000

BourqueSouth

Grand Total(4)

26,000

Low(1)

Bourque North

Areas

Total Petroleum Initially-In-Place
(TPIIP)

(As of December 31, 2017)

Table 6: Low, Best, and High Estimate of Pieridae Energy's Petroleum Initially-In-Place in the Bourque Forillon Formation
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Gastonguay, Edgar and Marcel Tremblay Properties
These three properties are in the east-central part of the Gaspe Peninsula (Figure 1 and
Table 7).
The Company has not conducted any major activities over on those properties during
the last fiscal year as it has given higher priority to Anticosti, Bourque and Haldimand
projects. . Works obligations and rents are in good standing. No work is planned in
2018.
On those properties, very little exploration has been done to date being at a grassroots
stage in terms of exploration. Various exploration targets, including the Forillon are
worthy of further exploration works. Given success in the Bourque project a second look
to those properties will be addressed.

Gaspésia Property
The Gaspésia Property (Figure 1 and Table 7) is located in the western part of the Gaspé
Peninsula where important structural features and fault traps are interpreted from
surface geology and are also observed on existing seismic data within the Devonian and
Silurian sections. Based on available geological and geophysical data, this property has
interesting gas and oil potential. Thermal maturity studies indicate that the sedimentary
section in the general area is gas prone but, locally, in the north-central part, it could
still be in the oil window.
A 169.5 km2 Pseudo 3D seismic survey is planned to define a major structure mapped
with already acquired 2D seismic lines. The new survey is designed to confirm the
structural closure.
1,090 km of Airborne Hydrocarbon Geochemical Sensing System survey and optional
1,194 km of Airborne Electromagnetic Survey are also planned to confirms the
prospectively of this feature.
Those surveys where supposed to be acquired in 2017. The provincial permits necessary
before to proceed with acquisition were not obtained yet.
The exploration budget has been authorized by the management. The company is
waiting for the legal authorizations in order to proceed. Pending on Authorizations those
surveys are planned for the summer and fall of 2018. Given positive results, the drilling
of an exploratory well is tentatively forecast for 2019 drilling season. The main
objectives are the Val-Brilliant Silurian sandstones and Sayabec Silurian carbonates. This
is a dry gas prospect.
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Matapedia and Restigouche Properties
The Matapédia Property is located in the southern part of Lac Matapedia area, adjacent
to the Gaspésia project (Figure 1). The six licenses of the property were initially acquired
by Gastem in 2009. In 2013 the licenses where acquired by the 50/50 joint venture
between Pétrolia and the French company Maurel & Prom (Saint-Aubin Énergie S. A. S.)
(Table 7).
In September 2013 the Company drilled the core hole Pétrolia La Vérendrye 2013, to
confirm the presence of gas shows in the nearby well Great Plains Noël et al No.1 La
Vérendrye drilled in 1972. The new core hole has drilled through two reservoir targets,
the Val Brilliant and the shallower Saint Leon formations. Core analysis and gas samples
takes into the mud confirms the presence of natural gas. As this was considered as a
test corehole it was abandoned as per regulations.
The Company will continue to work up the data on this play. The low porosity nature of
the reservoirs will most likely require some form of wellbore stimulation. Pieridae and is
partner Saint-Aubin Énergie S. A. S. has not planned future works for 2018.
The Restigouche property is located in the southern Gaspé Peninsula, (Figure 1) on the
north shore of Chaleur Bay and is included with the Matapedia Property. The seven
licenses of the property were initially acquired by Gastem in 2007. In 2013 the licenses
were acquired by the 50/50 joint venture between Pétrolia and the French company
Maurel & Prom (Saint-Aubin Énergie S. A. S.) (Table 7).

Exploration Costs
In the last fiscal year, the Company expended $2,480,619 on exploration activities on its
permits less exploration subsidies and a partner contribution of $1,307,119. As of
December 31, 2017, the Company had cumulative exploration expenditures on its oil
and gas properties of $75,389,905.
The Company has met all of the required current financial obligations on all permits.

Wells Drilled In 2017
No wells were drilled in 2017
Completion work and Production tests have been done on Bourque HZ No. 1R and
Bourque HZ No. 3.

Report Date
This Technical Review was completed in March 2018. The data and information
contained herein relate to Petrolia’s than Pieridae Energy’s activities during the period
January 1, 2017 through December 31, 2017. The effective date of this report is
December 31, 2017. Where appropriate, notes have been included in the text to indicate
where changes have occurred over the year.

Reserves and Production
As of December 31, 2017, no oil or natural gas reserves have been assigned to any of
the properties in which Pieridae has an interest. Pieridae however did produce oil on a
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test basis from the Haldimand area as well as on the Bourque area as part of its ongoing
evaluation of those properties.

Resources
As of December 31, 2017 contingent oil resources have been assigned to the Haldimand
discovery area and to the Bourque area in the Gaspe Property, Québec. Prospective
resources have been assigned to the Bourque area in the Gaspe Property, Québec.
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Figure 1: Oil and gas properties held by Pieridae in Québec as of December 31, 2017.
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Figure 2: Oil and gas properties held by Pieridae in New Brunswick As of December 31, 2017
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Table 7: Pieridae Land Holdings with List of Licences and working Interest of Pieridae

PROPERTY

PERMITS

GROSS AREA
(ha)

WORKING
INTEREST (%)

NET AREA
(ha)

2005RS112

(1)

2005-11-21

20,249

100%

20,249

2005RS122

(1)

21/11/2005

19,539

100%

19,539

21/11/2005

23,043

100%

23,043

21/11/2005

900

100%

900

(1)

04/28/2009

10,634

100%

10,634

(1)

04/28/2009

17,395

100%

17,395

(1)

04/28/2009

22,901

100%

22,901

(1)

04/28/2009

14,842

100%

14,842

(1)

04/28/2009

12,369

100%

12,369

(1)

21/11/2005

9,415

100%

9,415

2009PG511

04/28/2009

21,595

100%

21,595

2009PG512

04/28/2009

24,873

100%

24,873

2009PG518

04/28/2009

14,448

100%

14,448

2009PG519

04/28/2009

16,695

100%

16,695

2009PG520

04/28/2009

2,251

100%

2,251

2009PG521

04/28/2009

17,353

100%

17,353

2009PG522

04/28/2009

20,641

100%

20,641

2005RS123
2005RS123

(1) &

(2)

2009PG499
2009PG502
2009PG503
2009PG505
Gaspé Property Licenses Haldimand Block
"100% Pieridae"

ACQUISITION
DATE

2009PG506
2005RS111

SUB-TOTAL

269,143.0

04/28/2009

17,898

51%

9,128

(1)

04/28/2009

24,120

51%

12,301

(1)

04/28/2009

13,419

51%

6,844

(1)

04/28/2009

18,830

51%

9,603

2009PG496

2009PG497
Bourque Property Licenses
"51% Pieridae "

269,143

(1)

2009PG498
2009PG504

SUB-TOTAL

74,267

37,876.2
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PROPERTY

Gastonguay Property Licenses
"100% Pieridae"

PERMITS

ACQUISITION
DATE

GROSS AREA
(ha)

WORKING
INTEREST (%)

NET AREA (ha)

2009PG494

28/04/2009

21,977

100%

21,977

2009PG495

28/04/2009

23,278

100%

23,278

2009PG500

28/04/2009

22,645

100%

22,645

2009PG501

28/04/2009

21,284

100%

21,284

2009PG507

28/04/2009

15,186

100%

15,186

2009PG508

28/04/2009

18,496

100%

18,496

2009PG509

28/04/2009

24,174

100%

24,174

2009PG510

28/04/2009

21,596

100%

21,596

2009PG513

28/04/2009

17,483

100%

17,483

2009PG514

28/04/2009

16,374

100%

16,374

2009PG515

28/04/2009

18,057

100%

18,057

2009PG516

28/04/2009

15,800

100%

15,800

2009PG517

28/04/2009

22,665

100%

22,665

SUB-TOTAL

Edgar - Property Licenses
"100% Pieridae"

259,015

2009RS233

28/04/2009

21,157

100%

21,157

2009RS234

28/04/2009

14,128

100%

14,128

2009RS235

28/04/2009

14,725

100%

14,725

SUB-TOTAL

Marcel Tremblay - Property
Licenses "100% Pieridae

50,010

50,010

2009RS225

28/04/2009

19,563

100%

19,563

2009RS227

28/04/2009

13,602

100%

13,602

SUB-TOTAL

Gaspésia - Property Licenses
"100% Pieridae"

259,015

33,165

33,165

2009RS226

28/04/2009

19,061

100%

19,061

2009RS228

28/04/2009

18,580

100%

18,580

2009RS229

28/04/2009

21,004

100%

21,004

2009RS230

28/04/2009

17,538

100%

17,538

2009RS231

28/04/2009

20,517

100%

20,517

2009RS232

28/04/2009

20,577

100%

20,577

2009RS236

28/04/2009

19,723

100%

19,723

SUB-TOTAL

137,000

137,000
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PROPERTY

Matapédia Restigouche Property Licenses
"50% Pieridae"

QUEBEC

New Brunwick Property
"20% Pieridae"

NEW BRUNSWICK

PERMITS

ACQUISITION
DATE

GROSS AREA
(ha)

WORKING
INTEREST (%)

NET AREA (ha)

2009PG578

01/09/2009

14,254

50%

7,127

2009PG579

01/09/2009

15,309

50%

7,655

2009PG580

01/09/2009

19,007

50%

9,504

2009PG581

01/09/2009

5,100

50%

2,550

2009PG582

01/09/2009

21,000

50%

10,500

2009PG583

01/09/2009

14,722

50%

7,361.0

2007PG939

23/10/2007

9,216

50%

4,608

2007PG940

23/10/2007

11,128

50%

5,564

2007PG941

23/10/2007

13,439

50%

6,720

2007PG942

23/10/2007

18,998

50%

9,499

2007PG943

23/10/2007

18,200

50%

9,100

2007PG944

23/10/2007

22,327

50%

11,164

2007PG945

23/10/2007

6,576

50%

3,288

SUB-TOTAL

189,276

94,638

SUB-TOTAL

1,011,876

880,847

01-01

2014-01-01

6,376

20%

1,275.2

01-01/27

2014-01-02

359

20%

71.8

01-01/36

2014-01-03

359

20%

71.8

01-01/85 ijop

2014-01-04

90

20%

18.0

01-01/86

2014-01-05

359

20%

71.8

07-01

2014-01-06

5,032

20%

1,006.5

07-03

2014-01-07

718

20%

143.7

07-04

2014-01-08

1,077

20%

215.3

SUB-TOTAL

14,371

2,874

TOTAL

1,026,247

883,721

(1) Subject to a royalty of 5.0 percent to 7.5 percent on future production
(2) Haldimand underground reservoir license
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Appendixes
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APPENDIX "A"
Form 51-101F2 – Report on Contingent Resources Data by
Independent Qualified Reserves Evaluator or Auditor
And
Form 51-101F2 – Report on Contingent and Prospective
Resources Data by Independent Qualified Reserves Evaluator or
Auditor
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National Instrument 51-101


This report was prepared for the purpose of evaluating the Company’s contingent resources
in the York River Formation in the Haldimand area of Quebec, according to the Canadian Oil
and Gas Evaluation Handbook (the “COGE Handbook”) reserve definitions and standards,
which are consistent with National Instrument 51-101 (NI 51-101).
The following form presents a Report on Resources Data by Independent Qualified Reserves
Evaluator.







Pieridae Energy Limited

Form 51-101F2

Report on Contingent Resources Data
by Independent Qualified Reserves Evaluator or Auditor

To the Board of Directors of Pieridae Energy (the “Company”):
1.

We have evaluated the Company’s contingent resources data in the Haldimand area of
Quebec, as at December 31, 2017. The contingent resources data are risked estimates
of volume as at December 31, 2017.

2.

The contingent resources data are the responsibility of the Company’s management.
Our responsibility is to express an opinion on the contingent resources data based on
our evaluation.

3.

We carried out our evaluation in accordance with standards set out in the Canadian Oil
and Gas Evaluation Handbook as amended from time to time (the “COGE Handbook”),
maintained by the Society of Petroleum Evaluation Engineers (Calgary Chapter).

4.

Those standards require that we plan and perform an evaluation to obtain reasonable
assurance as to whether the contingent resources data are free of material
misstatement. An evaluation also includes assessing whether the contingent resources
data are in accordance with principles and definitions presented in the COGE Handbook.

Pieridae Energy Limited

5.

The following table sets forth the risked volume contingent resources attributed to best
estimate contingent resources, included in the Company’s statement prepared in
accordance with Form 51-101F1, and identifies the respective portions thereof that we
have audited, evaluated and reviewed and reported on to the Company’s management
and Board of Directors:

Risked
Volume
Independent

Location of

Qualified

Resources

Light &

Reserves
Classification

Development

Risked
Volume

Risked
Volume

Other than

Medium

Conventional

Evaluator or

Effective

Reserves

Oil

Natural Gas

Total

Auditor

Date

(Country)

(Mbbl)

(MMcf)

(Mboe)

Sproule

December

Canada

1,988

15,498

4,571

Unclarified

31, 2017

Best Estimate
Contingent
Resources

6.

In our opinion, the contingent resources data respectively evaluated by us have, in all
material respects, been determined and are in accordance with the COGE Handbook,
consistently applied. We express no opinion on the contingent resources data that we
reviewed but did not audit or evaluate.

7.

We have no responsibility to update our report referred to in paragraph 5 for events and
circumstances occurring after the effective date of our report, entitled “Evaluation of the
Contingent Resources of Pieridae Energy in the Haldimand Area of Quebec, Canada (As
of December 31, 2017)”.

8.

Because the contingent resources data are based on judgments regarding future events,
actual results will vary and the variations may be material.

9.

No oil or natural gas reserves have been assigned to in the Haldimand area of Quebec property.

Pieridae Energy Limited

Executed as to our report referred to above:

Sproule Associates Limited
Calgary, Alberta
th

November 07 , 2018

Original Signed by Matthew J. Tymchuk, P.Eng.
_______________________________
Matthew J. Tymchuk, P.Eng.
Manager, Engineering

Original Signed by Suryanarayana Karri, P.Geoph.
_______________________________
Suryanarayana Karri, P.Geoph.
Petrophysical Specialist

Original Signed by Alexey Romanov, Ph.D., P.Geo
_______________________________
Alexey Romanov, Ph.D., P.Geo.
Senior Geoscientist

Original Signed by Alec Kovaltchouk, P.Geo.
_______________________________
Alec Kovaltchouk, P.Geo.
VP, Geoscience
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National Instrument 51-101


This report was prepared for the purpose of evaluating the Company’s contingent and
prospective resources in the Forillon Formation in the Bourque area of Quebec, according to
the Canadian Oil and Gas Evaluation Handbook (the “COGE Handbook”) reserve definitions
and standards, which are consistent with National Instrument 51-101 (NI 51-101).
The following form presents a Report on Resources Data by Independent Qualified Reserves
Evaluator.
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Form 51-101F2

Report on Contingent and Prospective Resources Data
by Independent Qualified Reserves Evaluator or Auditor

To the Board of Directors of Pieridae Energy (the “Company”):
1.

We have evaluated the Company’s contingent and prospective resources data in the
Bourque area of Quebec, as at December 31, 2017. The contingent and prospective
resources data are risked estimates of volume as at December 31, 2017.

2.

The contingent and prospective resources data are the responsibility of the Company’s
management. Our responsibility is to express an opinion on the contingent and
prospective resources data based on our evaluation.

3.

We carried out our evaluation in accordance with standards set out in the Canadian Oil
and Gas Evaluation Handbook as amended from time to time (the “COGE Handbook”),
maintained by the Society of Petroleum Evaluation Engineers (Calgary Chapter).

4.

Those standards require that we plan and perform an evaluation to obtain reasonable
assurance as to whether the contingent and prospective resources data are free of
material misstatement. An evaluation also includes assessing whether the contingent
resources data are in accordance with principles and definitions presented in the COGE
Handbook.

Pieridae Energy Limited

5.

The following tables set forth the risked volume of contingent and prospective resources
attributed to best estimate contingent and prospective resources, included in the
Company’s statement prepared in accordance with Form 51-101F1, and identifies the
respective portions thereof that we have audited, evaluated and reviewed and reported
on to the Company’s management and Board of Directors:

Risked
Volume

Independent
Qualified
Reserves
Classification
Evaluator or Effective
Auditor
Date

Development

Sproule

Unclarified Best

December

Risked
Location of
Risked Risked
Volume
Resources Light &
Volume Volume
Other than Medium Conventional
Total
NGL
Natural Gas
Oil
Reserves
(Mbbl) (Mboe)
(MMcf)
(Country) (Mbbl)

Canada

343

2,718

79

875

31, 2017

Estimate
Contingent
Resources

Risked
Volume

Independent
Qualified
Reserves
Classification
Evaluator or Effective
Auditor
Date

Best Estimate
Prospective

Sproule

December

Risked
Location of
Risked Risked
Volume
Resources Light &
Volume Volume
Other than Medium Conventional
Total
NGL
Natural Gas
Oil
Reserves
(Mbbl) (Mboe)
(MMcf)
(Country) (Mbbl)

Canada

2,131

19,144

555

5,877

31, 2017

Resources Prospect

6.

In our opinion, the contingent and prospective resources data respectively evaluated by
us have, in all material respects, been determined and are in accordance with the COGE
Handbook, consistently applied. We express no opinion on the contingent resources
data that we reviewed but did not audit or evaluate.

Pieridae Energy Limited

7.

We have no responsibility to update our report referred to in paragraph 5 for events and
circumstances occurring after the effective date of our report, entitled “Evaluation of the
Contingent and Prospective Resources of Pieridae Energy in the Bourque Area of
Quebec, Canada (As of December 31, 2017)”.

8.

Because the contingent and prospective resources data are based on judgments
regarding future events, actual results will vary and the variations may be material.

9.

No oil or natural gas reserves have been assigned to in the Bourque area of Quebec property.

Executed as to our report referred to above:

Sproule Associates Limited
Calgary, Alberta
November 07th, 2018

Original Signed by Matthew J. Tymchuk, P.Eng.
_______________________________
Matthew J. Tymchuk, P.Eng.
Manager, Engineering

Original Signed by Suryanarayana Karri, P.Geoph.
_______________________________
Suryanarayana Karri, P.Geoph.
Petrophysical Specialist

Original Signed by Alec Kovaltchouk, P.Geo.
_______________________________
Alec Kovaltchouk, P.Geo.
VP, Geoscience
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Appendix B –National Instrument 51-101, Disclosure of
Resources
The following text has been excerpted from Sections 5.9 and 5.10 of National Instrument
51-101, Standards of Disclosure for Oil and Gas Activities, effective July 01, 2015.

5.9 Disclosure of Resources Other than Reserves
(1) If a reporting issuer discloses anticipated results from resources which are not currently
classified as reserves, the reporting issuer must also disclose in writing, in the same
document or in a supporting filing:
(a) the reporting issuer’s interest in the resources;
(b) the location of the resources;
(c) the product types reasonably expected;
(d) the risks and the level of uncertainty associated with recovery of the resources;
and
(e) in the case of unproved property, if its value is disclosed,
(i) the basis of the calculation of its value; and
(ii) whether the value was prepared by an independent party.
(2) If disclosure referred to in subsection (1) includes an estimate of a quantity of resources
other than reserves in which the reporting issuer has an interest or intends to acquire an
interest, or an estimated value attributable to an estimated quantity, the estimate must
(a) have been prepared or audited by a qualified reserves evaluator or auditor;
(b) have been prepared or audited in accordance with the COGE Handbook;
(c) be classified in the most specific category of resources other than reserves, as
required by section 5.3; and
(d) be accompanied by the following information:
(i) a definition of the resources category used for the estimate;
(ii) the effective date of the estimate;
(iii) the significant positive and negative factors relevant to the estimate;
(iii.1) a description of the applicable project or projects including the following
(A) the estimated
production;

total

cost

required

to

achieve

commercial

(B) the general timeline of the project, including the estimated date of
first commercial production;
(C) the recovery technology;
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(D)whether the project is based on a conceptual or pre-development
study;
(iv) in respect of contingent resources, the specific contingencies which
prevent the classification of the resources as reserves; and
(v) a cautionary statement that is proximate to the estimate to the effect
that:
(A) in the case of discovered resources or a subcategory of discovered
resources other than reserves: “There is no certainty that it will be
commercially viable to produce any portion of the resources.”; or
(B) in the case of undiscovered resources or a subcategory of
undiscovered resources: “There is no certainty that any portion of the
resources will be discovered. If discovered, there is no certainty that it
will be commercially viable to produce any portion of the resources.”
(3) Paragraphs (1) (d) and (e) and subparagraphs (2)(d)(iii),(iii.1) and (iv) do not apply if:
(a) the reporting issuer includes in the written disclosure a reference to the title
and date of a previously filed document that complies with those requirements; and
(b) the resources in the written disclosure, taking into account the specific
properties and interests reflected in the resources estimate or other
anticipated result, are materially the same resources addressed in the
previously filed document.
(4) Any disclosure made under subsection (1) or (2) must indicate whether the anticipated
results from resources which are not currently classified as reserves or the estimate of a
quantity of resources other than reserves were prepared by an independent qualified
reserves evaluator or auditor.

5.10 Analogous Information

(1) Sections 5.2, 5.3, 5.9 and 5.16 do not apply to the disclosure of analogous information
provided that the reporting issuer discloses the following:
(a) the source and date of the analogous information;
(b) whether the source of the analogous information was independent;
(c) if the reporting issuer is unable to confirm that the analogous information was
prepared by a qualified reserves evaluator or auditor or in accordance with the COGE
Handbook, a cautionary statement to that effect proximate to the disclosure of the
analogous information; and
(d) the relevance of the analogous information to the reporting issuer’s oil and gas
activities.
(2) For greater certainty, if a reporting issuer discloses information that is an anticipated
result, an estimate of a quantity of reserves or resources, or an estimate of value
attributable to an estimated quantity of reserves or resources for an area in which it has an
interest or intends to acquire an interest, that is based on an extrapolation from analogous
information, sections 5.2, 5.3, 5.9 and 5.16 apply to the disclosure of the information.
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APPENDIX "C"

Form 51-101F3
Report of Management and Directors on Reserves Data and
Information

Management of Pieridae Energy Limited (the "Company") is responsible for the preparation
and disclosure of information with respect to the Company's oil and gas activities in
accordance with the securities regulatory requirements.
This information includes resources data, which are estimates of contingent and prospective
resources as at December 31, 2017.
An independent qualified reserve evaluator has evaluated and reviewed the Corporation's
resources data.
The report of the independent qualified reserves evaluator will be filed with securities
regulatory authorities concurrently with this report.
The Reserves Committee of the board of directors of the Corporation has:
(a) reviewed the Corporation's procedures for providing information to the independent
qualified reserves evaluator;
(b) met with the independent qualified reserves evaluator to determine whether any
restrictions affected the ability of the independent qualified reserves evaluator to
report without reservation; and
(c) reviewed the resources data with management and the independent qualified
reserves evaluator.
The Reserves Committee of the board of directors has reviewed the Corporation's
procedures for assembling and reporting other information associated with oil and gas
activities and has reviewed that information with management. The board of directors has,
on the recommendation of the Reserves Committee, approved
(a) the content and filing with securities regulatory authorities of Form 51-101F1
containing reserves data and other oil and gas information;
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(b) the filing of the Form 51-101F2 which is the report of the independent qualified
reserves evaluator on the reserves data; and
(c) the content and filing of this report.
Because the contingent and prospective resources data are based on judgments regarding
future events, actual results will vary and the variations may be material.

November 07th, 2018

_(signed) Alfred Sorensen____________
Alfred Sorensen,
Chief Executive Officer

_(signed) Martin Bélanger
Martin Bélanger,
President, Engineering and Operations
_(signed) Matthew Rees_______________
Matthew Rees,
Director
_(signed) Andre Judson_______________
Andrew Judson,
Director

Page 58

SCHEDULE G
CORPORATE GOVERNANCE DISCLOSURE
(FOR THE YEAR ENDED DECEMBER 31, 2017)

E-G-1

SCHEDULE E

CORPORATE GOVERNANCE DISCLOSURE FORM


Pieridae Energy Limited
Corporate Governance Practices

Disclosure Requirement
Board of Directors
Disclose the identity of directors who are
independent.

Four of the five current directors of the Corporation are
independent. The following directors are independent as
that term is defined in section 1.4 of Multilateral
Instrument 52-110 and NI 58-101:





Myron A. Tétreault
Andrew Judson
Matthew Rees
Charles Boulanger

Disclose the identity of directors who are not
independent, and describe the basis for that
determination.

Alfred Sorensen is not independent, as he is the
President and Chief Executive Officer of the
Corporation.

Disclose whether or not a majority of directors is
independent. If a majority of directors is not
independent, describe what the Board of Directors
does to facilitate its exercise of independent
judgment in carrying out its responsibilities.

A majority of the directors are independent.

If a director is presently a director of any other
issuer that is a reporting issuer (or the equivalent)
in a jurisdiction or a foreign jurisdiction, identify
both the director and the other issuer.

x

x

76

Alfred Sorensen is Director of Canadian Spirit
Resources (Alberta) from January 2012 until now
and was CEO from April 2012 until September
2014
Myron A Tétreault is Lead Director of PHX
Energy Services Corp and its predecessing since
June 2008 and Director since May 2007.

Disclose whether or not the independent directors
hold regularly scheduled meetings at which nonindependent directors and members of
management are not in attendance. If the
independent directors hold such meetings, disclose
the number of meetings held since the beginning
of the issuer's most recently completed financial
year. If the independent directors do not hold such
meetings, describe what the board does to facilitate
open and candid discussion among its independent
directors.

The independent directors do not hold regularly
scheduled meetings at which non-independent directors
and members of management are not in attendance.
However, the Board held in camera sessions without
management at most meetings of the directors.

Disclose the attendance record of each director for
all board meetings held since the beginning of the
issuer's most recently completed financial year.

The attendance record of each director at Board and
Committee meetings is set out under the heading "
Election of Directors" in the Circular.
In addition to formal meetings of the Board and
Committees, the directors engage in regular, informal
discussions.

Board Mandate
Disclose the text of the board's written mandate. If
the board does not have a written mandate,
describe how the board delineates its role and
responsibilities.

The terms of reference of the Board is attached as
Schedule "C" to the Circular.

Orientation and Continuing Education
Briefly describe what measures the board takes to
orient new directors regarding:

Directors keep themselves informed and receive copies
of all up to date required information on boards of
directors or committees. Due to the limited number of
directors and the emerging nature of the Company, no
formal training system is
established.

the role of the board, its committees and its
directors,
and the nature and operation of the issuer's
business.
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Ethical Business Conduct
Disclose whether or not the board has adopted a
written code for the directors, officers and
employees. If the board has adopted a written
code:

The Board of Directors acknowledges that it assumes
the responsibility of supervising the Company in order
to conduct the business in an ethical and competent
manner.
To guarantee the exercise of Directors' independence of
judgment when reviewing transactions and contracts in
which a director or executive officer has a material
interest, these transactions are reviewed and approved
only by directors meeting in committee of the board and
the director who has such an interest must abstain from
participating in the discussions and vote on the subject.
A whistleblowing policy is also in place to facilitate the
denunciation of fraud or any other actions contrary to
the policies of the company.
Each director, officer, employee and full-time
consultant is required to complete a certificate certifying
compliance to all policies in place.

Nomination of Directors
Describe the process by which the board identifies
new candidates for board nomination.

The Governance and Compensation Committee is
responsible for the review and assessment of the size,
composition and operation of the Board and
committees of the Board to ensure effective
decisionmaking; and identify and assess new
candidates for nomination to the Board.
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The Board regularly considers its size when it considers
the number of directors to recommend to the
Shareholders for election at the annual meeting of
shareholders, taking into account the number required
to carry out the Board's duties effectively and to
maintain a diversity of view and experience.
The Governance and Compensation Committee
regularly examines the composition of its then current
Board and the competencies, skills and financial
acumen of the current Directors.

Compensation
Describe the process by which the board
determines the compensation for the issuer's
directors and officers.

Please refer to "Summary Compensation –
table " in the Circular for details of the executive and
director compensation structure and policies.

Other Board Committees
If the board has standing committees other than the
Audit, Governance and Compensation committees,
identify the committees and describe their
function.

The Board's other standing committee is the Reserves
and Health, Safety and Environment Committee. The
Reserves and HSE Committee is responsible for,
among other things, consulting with the Corporation's
senior personnel responsible for oil and gas reserves
and other information regarding the Corporation's oil
and gas activities, and reviewing and reporting to the
Board on: (i) the Corporation's procedures relating to
the disclosure of such information; (ii) the appointment
of, or any changes to, the independent consultants
engaged to report on the Corporation's oil and gas
reserves pursuant to the requirements of National
Instrument 51-101 Standards
of Disclosure for Oil and Gas Activities ("NI 51-101");
and (iii) the Corporation's procedures for providing
information to the consultants. Prior to filing the
Statement of Reserves Data and Other Oil and Gas
Information and related consultants' report required
under NI 51-101, the Reserves Committee meets with
responsible management of the Corporation and the
independent consultants to review the evaluation
report, and thereafter reports to the Board and
79

recommends, as appropriate, the approval, release and
filing of the Statement of Reserves Data and Other Oil
and Gas Information and related reports required under
NI 51-101.
Assessments
Disclose whether or not the board, its committees
and individual directors are regularly assessed with
respect to effectiveness and contribution. If
assessments are regularly conducted, describe the
process used for the assessments. If assessments
are not regularly conducted, describe how the
board satisfies itself that the board, its committees,
and its individual directors are performing
effectively.

The Board of Directors ensures the proper functioning
of the Board, the Audit Committee and the Governance
and Compensation as well as the Reserves and HSE
Committee by periodically reviewing and assessing the
composition and effectiveness.
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APPENDIX F
SECTION 191 OF THE BUSINESS CORPORATIONS ACT (ALBERTA)
Registered Ikkuma Shareholders each have the right to dissent in respect of the Arrangement in accordance with
Section 191 of the ABCA (as varied by the Interim Order in the case of the Dissent Rights). Such rights of dissent
are described in the Information Circular under the heading “Rights of Dissent”. The full text of Section 191 of the
ABCA is set forth below.
191(1) Subject to sections 192 and 242, a holder of shares of any class of a corporation may dissent if the
corporation resolves to
(a)

amend its articles under section 173 or 174 to add, change or remove any provisions restricting or
constraining the issue or transfer of shares of that class,

(b)

amend its articles under section 173 to add, change or remove any restrictions on the business or
businesses that the corporation may carry on,

(b.1)

amend its articles under Section 173 to add or remove an express statement establishing the
unlimited liability of shareholders as set out in Section 15.2(1),

(c)

amalgamate with another corporation, otherwise than under section 184 or 187,

(d)

be continued under the laws of another jurisdiction under section 189, or

(e)

sell, lease or exchange all or substantially all its property under section 190.

(2)

A holder of shares of any class or series of shares entitled to vote under section 176, other than section
176(1)(a), may dissent if the corporation resolves to amend its articles in a manner described in that section.

(3)

In addition to any other right he may have, but subject to subsection (20), a shareholder entitled to dissent
under this section and who complies with this section is entitled to be paid by the corporation the fair value
of the shares held by the shareholder in respect of which the shareholder dissents, determined as of the
close of business on the last business day before the day on which the resolution from which the
shareholder dissents was adopted.

(4)

A dissenting shareholder may only claim under this section with respect to all the shares of a class held by
the shareholder or on behalf of any one beneficial owner and registered in the name of the dissenting
shareholder.

(5)

A dissenting shareholder shall send to the corporation a written objection to a resolution referred to in
subsection (1) or (2)

(6)

(a)

at or before any meeting of shareholders at which the resolution is to be voted on, or

(b)

if the corporation did not send notice to the shareholder of the purpose of the meeting or of his
right to dissent, within a reasonable time after the shareholder learns that the resolution was
adopted and of the shareholder’s right to dissent.

An application may be made to the Court after the adoption of a resolution referred to in subsection (1) or
(2),
(a)

by the corporation, or
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(b)

by a shareholder if the shareholder has sent an objection to the corporation under subsection (5) to
fix the fair value in accordance with subsection (3) of the shares of a shareholder who dissents
under this section, or to fix the time at which a shareholder of an unlimited liability corporation
who dissents under this section ceases to become liable for any new liability, act or default of the
unlimited liability corporation.

(7)

If an application is made under subsection (6), the corporation shall, unless the Court otherwise orders,
send to each dissenting shareholder a written offer to pay the shareholder an amount considered by the
directors to be the fair value of the shares.

(8)

Unless the Court otherwise orders, an offer referred to in subsection (7) shall be sent to each dissenting
shareholder

(9)

(a)

at least 10 days before the date on which the application is returnable, if the corporation is the
applicant, or

(b)

within 10 days after the corporation is served with a copy of the application, if a shareholder is the
applicant.

Every offer made under subsection (7) shall
(a)

be made on the same terms, and

(b)

contain or be accompanied with a statement showing how the fair value was determined.

(10)

A dissenting shareholder may make an agreement with the corporation for the purchase of the shareholder’s
shares by the corporation, in the amount of the corporation’s offer under subsection (7) or otherwise, at any
time before the Court pronounces an order fixing the fair value of the shares.

(11)

A dissenting shareholder

(12)

(a)

is not required to give security for costs in respect of an application under subsection (6), and

(b)

except in special circumstances must not be required to pay the costs of the application or
appraisal.

In connection with an application under subsection (6), the Court may give directions for
(a)

joining as parties all dissenting shareholders whose shares have not been purchased by the
corporation and for the representation of dissenting shareholders who, in the opinion of the Court,
are in need of representation,

(b)

the trial of issues and interlocutory matters, including pleadings and questioning under Part 5 of
the Alberta Rules of Court,

(c)

the payment to the shareholder of all or part of the sum offered by the corporation for the shares,

(d)

the deposit of the share certificates with the Court or with the corporation or its transfer agent,

(e)

the appointment and payment of independent appraisers, and the procedures to be followed by
them,

(f)

the service of documents, and

(g)

the burden of proof on the parties.
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(13)

(14)

On an application under subsection (6), the Court shall make an order
(a)

fixing the fair value of the shares in accordance with subsection (3) of all dissenting shareholders
who are parties to the application,

(b)

giving judgment in that amount against the corporation and in favour of each of those dissenting
shareholders,

(c)

fixing the time within which the corporation must pay that amount to a shareholder, and

(d)

fixing the time at which a dissenting shareholder of an unlimited liability corporation ceases to
become liable for any new liability, act or default of the unlimited liability corporation.

On:
(a)

the action approved by the resolution from which the shareholder dissents becoming effective,

(b)

the making of an agreement under subsection (10) between the corporation and the dissenting
shareholder as to the payment to be made by the corporation for the shareholder’s shares, whether
by the acceptance of the corporation’s offer under subsection (7) or otherwise, or

(c)

the pronouncement of an order under subsection (13);

whichever first occurs, the shareholder ceases to have any rights as a shareholder other than the right to be
paid the fair value of the shareholder’s shares in the amount agreed to between the corporation and the
shareholder or in the amount of the judgment, as the case may be.
(15)

Subsection (14)(a) does not apply to a shareholder referred to in subsection (5)(b).

(16)

Until one of the events mentioned in subsection (14) occurs,
(a)

the shareholder may withdraw the shareholder’s dissent, or

(b)

the corporation may rescind the resolution,

and in either event proceedings under this section shall be discontinued.
(17)

The Court may in its discretion allow a reasonable rate of interest on the amount payable to each dissenting
shareholder, from the date on which the shareholder ceases to have any rights as a shareholder by reason of
subsection (14) until the date of payment.

(18)

If subsection (20) applies, the corporation shall, within 10 days after
(a)

the pronouncement of an order under subsection (13), or

(b)

the making of an agreement between the shareholder and the corporation as to the payment to be
made for the shareholder’s shares,

notify each dissenting shareholder that it is unable lawfully to pay dissenting shareholders for their shares.
(19)

Notwithstanding that a judgment has been given in favour of a dissenting shareholder under subsection
(13)(b), if subsection (20) applies, the dissenting shareholder, by written notice delivered to the corporation
within 30 days after receiving the notice under subsection (18), may withdraw the shareholder’s notice of
objection, in which case the corporation is deemed to consent to the withdrawal and the shareholder is
reinstated to the shareholder’s full rights as a shareholder, failing which the shareholder retains a status as a
F-3

claimant against the corporation, to be paid as soon as the corporation is lawfully able to do so or, in a
liquidation, to be ranked subordinate to the rights of creditors of the corporation but in priority to its
shareholders.
(20)

A corporation shall not make a payment to a dissenting shareholder under this section if there are
reasonable grounds for believing that
(a)

the corporation is or would after the payment be unable to pay its liabilities as they become due, or

(b)

the realizable value of the corporation’s assets would by reason of the payment be less than the
aggregate of its liabilities.
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APPENDIX G
PRO FORMA FINANCIAL STATEMENTS OF PIERIDAE

G-1

Pro Forma Consolidated Financial Statements of

PIERIDAE ENERGY LIMITED
As at and for six months ended June 30, 2018
and for the year ended December 31, 2017

PIERIDAE ENERGY LIMITED
Pro Forma Consolidated Statement of Financial Position
As at June 30, 2018
(Unaudited)
($000’s)

Pieridae Energy
Assets
Current assets:
Cash and cash equivalents
Cash and cash equivalents held for exploration
Accounts receivable
Prepaid expenses and deposits
Fair value of risk management contracts
Restricted cash
Security deposits
Interests in Associates
Property, plant and equipment
Exploration and evaluation assets
Deferred tax asset

Liabilities
Current liabilities:
Trade and other payables

Current portion of deferred lease inducements
Current portion of bank borrowings
Partner advances for planned exploration work
Provision for contingent liability
Current portion of the provision for site restoration
Flow-through shares premium
Deferred accounts payable
Partners’ share of security deposits
Deferred lease inducements
Bank borrowings
Term debt
AIMCO loan
Fair value of risk management contracts
Site restoration
Shareholders' equity
Share capital

Contributed surplus
Warrants
Deficit

Accumulated other comprehensive income
Equity attributable to equity holders of the Company
Non-controlling interests

Ikkuma
Resources

Briko Energy
(Carve out)
note 3(b)

Pro Forma
Adjustments

Notes

$14,650
1,519
881
583
—
17,633

$—
—
11,568
1,774
1,927
15,269

$—
—
(1,410)
(71)
660
(821)

(6,267)
—
—
—
—
(6,267)

1,130
600
3,728
4,264
43,244
—

—
—
—
266,557
6,426
37,411

—
—
—
(24,228)
(1,498)
—

$70,599

$325,663

($26,547)

—
—
—
23,978
—
(6,474)
690
$11,927

$2,655

$26,346

($1,517)

$2,365

3 (b), (c)

2,400

3(b), (d)

80
—
—
—
—
—
—
—
4,845

3(e)

19
7
656
528
685
88
8,014
12,652

—
—
—
—
—
1,698
—
28,044

294
169
3
—

—
—
8,110
43,302

—
2,157
15,275

158
154,867
234,481

(152)
(9,423)
(11,092)

129,041

192,851

(15,455)

8,519
(83,286)

28,215
3,468
(133,352)

1,193
55,467
(143)
55,324

—
91,182
—
91,182

—
(15,455)
—
(15,455)

(177,396)
82,016
(80)
(28,215)
—
133,352
(945)
(238)
—
8,494
—
8,494

$325,663

($26,547)

$11,927

$70,599

See accompanying notes to pro forma consolidated financial statements.

—
—
—
—
—
—
—
(1,517)
—
—
—
—

—
—
—

—
—
(8,110)
4,617
(47,919)
50,000
—
—
3,433

3(g) 3(h)

3(b)
3(b)
3(b), 3(c)

Pro Forma
Pieridae Energy
Consolidated

$8,383
1,519
11,039
2,286
2,587
25,814
1,130
600
3,728
270,571
48,172
31,627
$381,642

$32,329

19
7
656
528
685
1,786
8,014
44,024

3(h)
3(b)
3(h)
3(g)

3(a), 4
3(b)
3(e)
3(a)
3(a)
3(c)
3(g) 3(h)

294
169
3
—
50,000
6
147,601
242,097
210,977

8,519
3,468
(84,469)

1,193
139,688
(143)
139,545
$381,642

PIERIDAE ENERGY LIMITED
Pro Forma Consolidated Statement of Loss
Six months ended June 30, 2018
(Unaudited)
($000’s)

Pieridae
Energy
Revenues:
Petroleum and natural gas
Royalties

Ikkuma
Resources

Briko Energy
(Carve out)
note 3(a)

Pro Forma
Adjustments

Notes

Pro Forma
Pieridae
Energy

$—
—
—

$41,128
(2,406)
38,722

($4,168)
983
(3,185)

$—
—
—

$36,960
(1,423)
35,537

—
—
82
82

3,202
(3,823)
900
39,001

130
825
(108)
(2,338)

—
—
—
—

3,332
(2,998)
874
36,745

1,951
2,144
—
(42)
6
(206)
1,901
33
5,787

2,787
37,628
3,425
3,859
—
—
523
10,113
58,335

(107)
(1,827)
(235)
(104)
—
—
(20)
(738)
(3,031)

1,260
840
—
238
—
—
—
(328)
2,010

Loss before taxes

(5,705)

(19,334)

693

(2,010)

(26,356)

Current income tax expense
Deferred income tax recovery
Net loss for the period

1
(17)
(5,689)

—
(5,055)
(14,279)

—
—
693

—
—
(2,010)

1
(5,072)
(21,285)

Other comprehensive loss to be reclassified to profit or loss
in subsequent years:
Exchange differences on translation of foreign operations
Net comprehensive loss for the period

(390)
($6,079)

—
($14,279)

—
$693

—
($2,010)

(390)
($21,675)

Net loss attributable to:
Equity holders of the Company
Non-controlling interests

($5,653)
($36)

($14,279)
$—

$693
$—

($2,010)
$—

($21,249)
($36)

Realized gain (loss)on risk management contracts
Unrealized loss on risk management contracts
Project management and other income

Expenses:
Administrative expenses
Operating expenses
Transportation
Financial income and expenses
Share of net loss of associates
Foreign exchange gains
Share-based payments
Depletion, depreciation

See accompanying notes to pro forma consolidated financial statements.
.

3(d)
3(d)
3(g) 3(h)

3(f)

5,891
38,785
3,190
3,951
6
(206)
2,404
9,080
63,101

PIERIDAE ENERGY LIMITED
Pro Forma Consolidated Statement of Loss
For the year ended December 31, 2017
(Unaudited)
($000’s)

Pieridae
Energy
Revenues:
Petroleum and natural gas
Royalties

Ikkuma
Resources

Briko Energy
(Carve out)
note 3(a)

Pro Forma
Adjustments

Notes

Pro Forma
Pieridae
Energy

$—
—
—

$33,162
(824)
32,338

($1,262)
69
(1,193)

$—
—
—

$31,900
(755)
31,145

—
—
90
90

4,843
11,450
—
48,631

(11)
(17)
—
(1,221)

—
—
—
—

4,832
11,433
90
47,500

900
1,550
—
1,075
120
(157)
—
3,615
—
—
17
2,257
9,377

4,994
21,743
4,054
3,959
—
—
(19,670)
565
2,572
63,000
18,565
—
99,782

(56)
(909)
(145)
(38)
—
—
—
(6)
(540)
(19,500)
(570)
—
(21,764)

—
—
—
—
—
—

(11,308)

5,838
22,384
3,909
4,996
120
(157)
(19,670)
4,174
2,032
43,500
6,704
2,257
76,087

Loss before taxes

(9,287)

(51,151)

20,543

11,308

(28,587)

Current income tax expense
Deferred income tax recovery
Net loss for the year

—
(363)
(8,924)

—
(15,202)
(35,949)

—
1,666
18,877

—
—
11,308

—
(13,899)
(14,688)

Other comprehensive loss to be reclassified to profit or loss
in subsequent years:
Exchange differences on translation of foreign operations
Net comprehensive loss for the year

296
($8,628)

—
($35,949)

—
$18,877

—
$11,308

296
($14,392)

Net loss attributable to:
Equity holders of the Company
Non-controlling interests

($8,825)
($99)

($35,949)
$—

$18,877
$—

$11,308
$—

($14,589)
($99)

Realized gain on risk management contracts
Unrealized gain on risk management contracts
Project management and other income

Expenses:
Administrative expenses
Operating expenses
Transportation
Financial income and expenses
Share of net loss of associates
Foreign exchange gains
Gain on sale of PP&E
Share-based payments
Acquisition costs
Impairment
Depletion, depreciation
Loss on conversion right

See accompanying notes to pro forma consolidated financial statements.

—

(11,308)

3(f)

PIERIDAE ENERGY LIMITED
Notes to Pro Forma Consolidated Financial Statements
As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

1. BASIS OF PRESENTATION:
The accompanying unaudited pro forma consolidated statement of financial position of Pieridae
Energy Limited (the "Company" or "Pieridae") as at June 30, 2018 and the unaudited pro forma
consolidated statements of loss for the six months ended June 30, 2018 and the year ended
December 31, 2017 (the "Pro Forma Statements") have been prepared to reflect the plan of
arrangement (the “Plan of Arrangement”) to be effected pursuant to section 193 of the Business
Corporations Act (Alberta) pursuant to which Pieridae will acquire all of the issued and outstanding
common shares of Ikkuma Resources Corp. ("Ikkuma") in exchange for shares of Pieridae. In
accordance with the Plan of Arrangement, Ikkuma transferred its Cardium light oil focused
properties and associated infrastructure assets (collectively, the “Cardium Oil Properties”) to a
newly formed private corporation, Briko Energy Corp., (“Briko”) on September 21, 2018 pursuant
to a transfer agreement (the “Briko Conveyance Agreement”) in exchange for shares and
warrants of Briko for distribution to the shareholders of Ikkuma under the Plan of Arrangement.
On completion of the Arrangement, each shareholder of Ikkuma will receive, for each common
share of Ikkuma, 0.1926 of a common share of Pieridae and 0.1 of a share of Briko (with Ikkuma
shareholders holding 100% of Briko upon completion of the Arrangement) and 0.1 of a warrant of
Briko.
Ikkuma shareholders will vote on the Plan of Arrangement at the Ikkuma Special Meeting to be
held on December 17, 2018.
The unaudited Pro Forma Statements give pro forma effect to the Plan of Arrangement in
accordance with National Instrument 51-102 Continuous Disclosure Obligations by applying pro
forma adjustments to Pieridae’s and Ikkuma’s historical financial statements and a carve out to
Briko. The pro forma reporting entity includes Pieridae and its subsidiaries (as at June 30, 2018)
as well as Ikkuma net of assets and liabilities transferred to Briko. The pro forma consolidated
statement of financial position as at June 30, 2018 gives effect to the Plan of Arrangement and
assumptions described herein as if they had occurred on June 30, 2018. The pro forma
consolidated statements of loss for the six months ended June 30, 2018 and the year ended
December 31, 2017 give effect to the Plan of Arrangement and assumptions described herein as
if they had occurred on January 1, 2017. The accounting policies used in the preparation of the
Pro Forma Statements are those set out in Pieridae’s audited consolidated financial statements
as at and for the year ended December 31, 2017 and Pieridae’s unaudited condensed interim
consolidated financial statements as at and for the six months ended June 30, 2018, which were
prepared in accordance with International Financial Reporting Standards ("IFRS"). The Pro Forma
Statements have been prepared from information derived from and should be read in conjunction
with:

PIERIDAE ENERGY LIMITED
Notes to Pro Forma Consolidated Financial Statements, Page 2
As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

x

Pieridae’s audited consolidated financial statements as at and for the year ended
December 31, 2017, together with the accompanying notes;

x

Pieridae’s unaudited condensed interim consolidated financial statements as at and for
the six months ended June 30, 2018, together with the accompanying notes;

x

Ikkuma’s audited financial statements as at and for the year ended December 31, 2017,
together with the accompanying notes;

x

Ikkuma’s unaudited condensed interim financial statements as at and for the six months
ended June 30, 2018, together with the accompanying notes;

x

Briko’s audited carve-out financial statements related to the Cardium Oil Properties as at
December 31, 2017 and for the year ended December 31, 2017, together with the
accompanying notes; and

x

Briko’s unaudited condensed interim carve-out financial statements related to the
Cardium Oil Properties as at June 30, 2018 and for the six months ended June 30, 2018,
together with the accompanying notes;

The unaudited Pro Forma Statements may not be indicative of the results that would have occurred if
the events reflected herein had been in effect on the dates indicated or of the results that may be
obtained in the future. No adjustments have been made to reflect the operating synergies and
administrative cost savings that could result from the combination of these entities. The allocation of
the total consideration to the net assets acquired in the Plan of Arrangement is preliminary and based
on estimates of fair value and other amounts and such estimates may be adjusted in the future. As
these amounts are preliminary, differences in the actual amounts assigned to the fair values of the
identifiable assets and liabilities upon the completion of detailed valuations and calculations could
differ materially and result in changes in periods subsequent to completion of the Plan of
Arrangement.
The unaudited Pro Forma Statements are presented in thousands of Canadian dollars.

PIERIDAE ENERGY LIMITED
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As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

2.

Presentation adjustments

The consolidated statement of loss of Pieridae for the six months ended June 30, 2018 and the year
ended December 31, 2017 have been adjusted to conform with Pro Forma Statements presentation
as follows:
For the six months ended June 30,
($000’s)
Revenues
Project management
Expenses
Administrative expenses
Operating expenses
Financial income and expenses
Share of net loss of associates
Foreign exchange gains
Share-based payments
Depletion, depreciation

Loss before taxes
Current income tax expense
Deferred income tax recovery

Net loss for the period
Other comprehensive income to be reclassified to profit or
loss in subsequent years:
Exchange differences on translation of foreign operations
Net comprehensive loss for the year

2018

Reclass

Pieridae
Energy
reclassified
presentation

$82
82

$—
—

$82
82

3,441
2,588
(42)
6
(206)
—
—
5,787

(1,490)
(444)
—
—
—
1,901
33
—

1,951
2,144
(42)
6
(206)
1,901
33
5,787

(5,705)

(5,705)

1
(17)
(16)

—
—
—

1
(17)
(16)

(5,689)

—

(5,689)

(390)

—

(390)

($6,079)

$—

($6,079)
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As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

For the year ended December 31,

($000's)

2017

Reclass

Pieridae
Energy
reclassified
presentation

Revenues
Project management

Expenses
Administrative expenses
Operating expenses
Financial income and expenses
Share of net loss of associates
Foreign exchange gains
Share-based payments
Depletion, depreciation
Loss on conversion right

Loss before taxes
Current income tax expense
Deferred income tax recovery

Net loss for the year
Other comprehensive income to be reclassified to profit or
loss in subsequent years:
Exchange differences on translation of foreign operations
Net comprehensive loss for the year

$90
90

$—
—

$90
90

1,063
5,019
3,175
120
—
—
—
—
9,377

(163)
(3,469)
(2,100)
(157)
3,615
17
2,257
—

900
1,550
1,075
120
(157)
3,615
17
2,257
9,377

(9,287)

—

(9,287)

—
(363)
(363)

—
—
—

—
(363)
(363)

(8,924)

—

(8,924)

296

—

296

($8,628)

$—

($8,628)
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As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

3. Pro forma assumptions and adjustments:
(a) The pro forma adjustment reflects the elimination of the historical equity accounts of Ikkuma
other than warrants which are to be converted to warrants in Pieridae.
(b) Acquisition of Ikkuma:
The Plan of Arrangement has been accounted for as a business combination using the
acquisition method of accounting whereby the assets acquired and liabilities assumed are
recognized at their fair value, except for deferred taxes. The fair value assigned to the net
assets acquired is preliminary and based on estimates and assumptions using information
available at the time of preparation of these pro forma consolidated financial statements.
Accordingly, these estimates may be adjusted in the future. The following summarizes the
estimated fair value of the assets acquired and liabilities assumed at the date of the
information circular.
Net assets acquired
Property, plant and equipment(i)
Exploration and evaluation assets

($000’s)
266,307
4,928

Deferred tax asset(i)

31,207

Bank borrowings

(8,110)

Term debt (ii)

(47,919)

Working capital deficiency (iii)

(15,485)

Site restoration

(145,444)
85,484

Consideration:
Common shares
Warrants

82,016
3,468
85,484

(i) The additional fair value of the consideration was allocated to property, plant and equipment, net of deferred
taxes. This allocation is preliminary and based on the best information available at the time of preparation of the
Pro Forma Statements.
(ii) Term debt was reevaluated to its fair value of $47.9 million which includes penalties payable on redemption of
the debt.
(iii) The working capital deficiency includes $2.4 million for settlements under Ikkuma’s Employee Retention Plan
and $1 million of Ikkuma costs related to the Plan of Arrangement for professional, legal, accounting and
advisory fees and other transaction costs. It also includes all of the risk management assets and liabilities.

The above purchase price allocation has been determined from information available to the
management of Pieridae at this time and incorporates and reflects management’s preliminary
assessment of the fair value and net assets acquired. The allocation of the purchase price to
the assets and liabilities of Ikkuma will be finalized after the acquisition has been completed
and the final fair values of the assets and liabilities have been determined, and accordingly,
the above purchase price equation will change.
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In accordance with the Plan of Arrangement, the above purchase price allocation excludes
assets carved out to, and the liabilities that will be assumed by, Briko in accordance with the
provisions of the Briko Conveyance Agreement.
Purchase price allocation assumes that 21,583,042 Pieridae Shares are issued to acquire all
of the issued and outstanding common shares of Ikkuma based on the exchange ratio of
0.1926 of a Pieridae Share for each common share of Ikkuma. As at the date of the
Information Circular, there are 109,334,987 common shares of Ikkuma issued and
outstanding and it is expected that, out of the 9,368,200 outstanding stock options and
10,083,333 outstanding warrants, 2,726,493 stock options and nil outstanding warrants will be
exercised. Share value at issuance is estimated at $3.80 per Pieridae Share.
(c) Included in accounts payable and accrued liabilities are Ikkuma and Pieridae estimated
transaction costs of $1 million and $1,365,000, respectively relating to professional, legal,
accounting and advisory fees for a total cost of $2.4 million. These transactions increased the
deferred tax asset by $690,000 of which $270,000 is related to Ikkuma and $420,000 to
Pieridae. A net amount of $945,000 was included as an adjustment of the deficit regarding
Pieridae’s transaction costs.
(d) Accounts payable also increased by $2.4 million for settlements under Ikkuma’s Employee
Retention Plan. Of this amount $300,000 will be paid as severance and $2.1 million as
retention over the next two years. The retention portion has been included in the pro forma
adjustments to consolidated net loss for the period ended June 30, 2018.
(e) Common share issue costs of $80,000 have also been included as an adjustment to trade and
other payables and share capital.
(f) A decrease in depletion of $11.3 million and $328,000 have been included to consolidated net
loss for the year ended December 31, 2017 and the six months ended June 30, 2018 to
consider depletion recalculated based on adjusted reserves.
(g) Assumes the addition of a $50.0 million senior secured loan facility. The loan will bear interest
at 9.5% and mature on September 30, 2019. Interest costs of $2.375 million were also added
to the consolidated net loss for the period ended June 30, 2018.
(h) Assumes the removal of $45.0 million of term debt and $8.1 million of bank debt from Ikkuma.
It is contemplated that these amounts will be repaid from the proceeds of the senior secured
loan facility. Interest costs totaling $2.137 million were also removed from the consolidated net
loss for the period ended June 30, 2018. Prepayment penalties of $2.919 million were also
assumed.
4. Pro forma share capital and loss per share:
Pro forma share capital:
Number of shares

Amount
($000’s)

Pieridae common shares prior to Arrangement

50,549,763

129,041

Shares issued to Ikkuma shareholders

21,583,041

82,016

Pro forma Pieridae share capital, June 30, 2018

72,132,804

211,057
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The net loss per common share has been based on the following:
Six months ended
June 30, 2018
Weighted average Pieridae
common shares outstanding
Common shares issued
on the acquisition of Ikkuma
Weighted average
common shares – basic & diluted

Net loss per share attributable to equity holders
basic & diluted

Year ended
December 31, 2017

50,514,555

37,312,304

21,583,041

21,583,041

72,097,596

58,895,345

Six months ended
June 30, 2018

Year ended
December 31, 2017

($0.29)

($0.25)
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