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EAST WEST PETROLEUM CORP. 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 FOR THE NINE MONTHS ENDED DECEMBER 31, 2016 
 
 
 
This discussion and analysis of financial position and results of operation is prepared as at February 28, 2017 and 
should be read in conjunction with the unaudited condensed consolidated interim financial statements for the nine 
months ended December 31, 2016 of East West Petroleum Corp. (“East West” or the “Company”).  The following 
disclosure and associated financial statements are presented in accordance with International Financial Reporting 
Standards (“IFRS”).  Except as otherwise disclosed, all dollar figures included therein and in the following 
management discussion and analysis (“MD&A”) are quoted in Canadian dollars.  Additional information relevant to 
the Company’s activities, can be found on SEDAR at www.sedar.com . 
 
Forward-Looking Statements 
 
Forward-looking information is subject to known and unknown risks, uncertainties and other factors that may cause 
the Company’s actual results, level of activity, performance or achievements to be materially different from those 
expressed or implied by such forward-looking information.  Such factors include, but are not limited to: the ability to 
raise sufficient capital to fund exploration and development; the quantity of and future net revenues from the 
Company’s reserves; oil and natural gas production levels; commodity prices, foreign currency exchange rates and 
interest rates; capital expenditure programs and other expenditures; supply and demand for oil and natural gas; 
schedules and timing of certain projects and the Company’s strategy for growth; competitive conditions; the 
Company’s future operating and financial results; and treatment under governmental and other regulatory regimes and 
tax, environmental and other laws.  
 
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.  Best estimate resources are 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).  As estimates, 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 that the estimated 
reserves or resources will be recovered or produced.  
 
This list is not exhaustive of the factors that may affect our forward-looking information.  These and other factors 
should be considered carefully and readers should not place undue reliance on such forward-looking information.  The 
Company disclaims any intention or obligation to update or revise forward-looking information, whether as a result of 
new information, future events or otherwise. 
 
All of the Company’s public disclosure filings, including its most recent management information circular, material 
change reports, press releases and other information, may be accessed via www.sedar.com and readers are urged to 
review these materials, including the reserve reports filed with respect to the Company’s petroleum and natural gas 
properties. 
 
Company Overview 
 
The Company is a reporting issuer in British Columbia and Alberta and trades on the TSX Venture Exchange 
(“TSXV”) under the symbol “EW” as a Tier 1 issuer.  The Company carries on business in one operating segment, 
being the acquisition of, exploration for and production from petroleum and natural gas properties.  The Company’s 
current portfolio consists of interests in exploration concessions in New Zealand and Romania and producing 
properties in the Taranaki Basin, New Zealand and Alberta, Canada.  The Company is not the operator of any of its 
petroleum and gas interest and is currently focussed participating on further activities on the exploration, evaluation 
and development of its petroleum interests in the Taranaki Basin, New Zealand.  The Company’s principal office is 
located at #1305 - 1090 West Georgia Street, Vancouver, BC, V6E 3V7. 

http://www.sedar.com/
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Normal Course Issuer Bid Purchases 
 
On February 3, 2016, the Company filed a renewal of its normal course issuer bid (“NCIB”) which authorized the 
Company to repurchase for cancellation up to 8,507,552 common shares until February 2, 2017 or the date by which 
the Company has acquired the maximum number of common shares under the normal course issuer bid.  During fiscal 
2016 the Company repurchased a total of 1,068,500 common shares for $112,073 cash consideration.  No common 
shares were repurchased by the Company from April 1, 2016 to the date of this MD&A. 
 
The NCIB was not renewed by the Company upon its expiry on February 2, 2017. 
 
Appointment of New Director 
 
On December 30, 2016 Mr. Dylan Sidoo was appointed as a director of the Company.  Mr. Sidoo is a graduate of the 
University of Southern California (school of cinematic arts) (December, 2016).  While at USC, he founded Stryker 
Entertainment LLC, a film acquisition and distribution company, where he successfully output several films with 
Shout! Factory and Netflix.  Previously, he held an internship at Haywood Securities as a summer analyst. Mr. Sidoo 
has also worked with Thunderbird Films and assisted in the legal affairs department.  Most recently, he interned with 
the most connected entertainment and sports agency in the world, William Morris Endeavour.  With strong 
entertainment connections in Los Angeles, this past summer Mr. Sidoo worked at Lionsgate Entertainment in Santa 
Monica, California.  
 
Projects Update  
 
In this MD&A, production and reserves information may be presented on a barrel of oil equivalent (“BOE”) basis with 
six thousand cubic feet (“MCF”) of natural gas being equivalent to one barrel (“bbl”) of crude oil or natural gas 
liquids.  BOE’s may be misleading, particularly if used in isolation.  A BOE conversion ratio of 6 MCF: 1 bbl is based 
on an energy equivalency conversion method primarily applicable at the burner tip and does not represent a value 
equivalency at the wellhead. 
 
New Zealand 
 
The Company has active drilling, testing and production operations in the Taranaki Basin of New Zealand.  All 
licenses are operated by the Company’s partner, TAG Oil Ltd. (“TAG”), and all wells are targeting shallow Miocene 
targets in the Urenui and Mt. Messenger formations which have been shown to be productive for oil and gas 
throughout the Basin, including TAG’s adjacent Cheal field.   
 
Within the Taranaki Basin, East West holds the following working interests:   
 
 PEP 54877 (Cheal North East) - East West 30% 
 
 PEP 54877 is the location of the Cheal E-Site and the Cheal E-site production facility as well as the Cheal-E 

wells.  Three wells, Cheal-E1, Cheal-E4 and Cheal-E5 continue to produce.  Two wells are currently shut-in, 
the Cheal-E2 due to a wellbore isolation failure in May 2015, and the Cheal-E6 due to issues with the jet 
pump in October 2015.  The Cheal-E3 has never been put on production, and is scheduled to be sidetracked in 
the future. 

 
 During Q3/2017 the workover was completed to install a rod pump at the Cheal-E5 well, which has been 

shut-in since May 2015, and the well returned to production in early October 2016.   
 

The most significant capital program planned for PEP 54877 is a waterflood project.  A successful waterflood 
will result in significant secondary recoveries.  Execution of the waterflood project at the Cheal E site 
continues, with pipeline construction completed in Q3/2017.  The completion target date is the end of the 
fourth quarter of 2017.  This will involve the provision of additional pumps and associated equipment, as well 
as converting the Cheal-E7 well into an injection well.  In addition, the joint venture submitted an application 
in early November, 2016, to New Zealand Petroleum and Minerals to convert Cheal E from an exploration 
license to a mining license.  This will allow the joint venture to commence water injection into the Cheal E 
pool upon receipt of the mining license.  A further shallow exploration well is expected to be drilled and 
completed on the PEP 54877 in late fiscal 2017. 
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Petroleum production from Cheal North East averaged approximately 124 net BOE’s per day (64% oil) in 
Q3/2017 compared to an average of approximately 103 BOE’s per day (56% oil) in Q2/2017.  The increase in 
Q3/2017 is primarily due to the completion of the Cheal-E5 workover and the well returning to production in 
October 2016. 
  

 PEP 54879 (Cheal South) - East West 50% 
 

The initial permit work for PEP 54879 included drilling three exploration wells, the Cheal-G1, G2 and G3, 
with the G2 and G3 wells subsequently being plugged and abandoned.  A 15-day flow test was completed on 
the G1 well which produced 1,016 barrels of oil.  The test oil was subsequently sold for net proceeds of 
$44,972 and all net revenues have been recorded as a recovery against the capitalized costs.  The testing of 
the G1 well indicated the potential for this well to be a full time producer and initial studies were completed 
to assess if the G1 well could be placed on production on a full time basis, however, in light of the decrease in 
the price of oil, these studies have not been advanced.  Under the terms of the agreement with the 
Government of New Zealand an earning well was to have been drilled in fiscal 2016, however a change of 
conditions (“COC”) was filed to defer any drilling and conduct a detailed seismic program to assist in 
identifying additional drill targets on PEP 54879.  During Q1/2017, 3D seismic on PEP 54879 was acquired 
and the resulting data is in the process of being analyzed.  TAG has scheduled further geological and 
geophysical studies on PEP 54879 for fiscal 2017.   

 
Romania 
 
During fiscal 2010 the Company was informed by the government of Romania that it had been awarded four 
exploration blocks located in the Pannonian Basin, in western Romania.  In May 2011 the Company signed petroleum 
concession agreements with the National Agency for Minerals and Hydrocarbons (“NAMR”) the government agency 
in Romania which regulates the oil and gas industry. 
 
The four concessions have specific mandatory work programs (the “Romania Work Programs”), which were 
estimated at US $56,630,000 for all four programs, to be completed over two years from final approval.  Production 
from the concessions is also subject to royalties of between 3.5% to 13.5% based on quarterly gross production 
payable to the government.  
 
On May 20, 2011 the Company and Naftna Industrija Srbije j.s.c. Novi Sad (“NIS”), an arm’s length corporation, 
signed a memorandum of understanding to jointly explore the four exploration blocks in Romania.  On October 27, 
2011 the Company and NIS signed a farm-out agreement (the “Farm-out”).  Under the terms of the Farm-out, NIS has 
paid the Company a total of $525,000 for the assignment of an 85% participation interest and operatorship of the 
Romania Work Programs to NIS.  NIS has the obligation to fund the Romania Work Programs, including 
environmental work, 2D and 3D seismic acquisition and processing, and the drilling of 12 wells.  The Company 
retains a 15% carried interest in each block through the obligatory two year Phase I work program and the optional one 
year Phase II work program.  If a commercial discovery is made, the Company is responsible for its 15% interest in 
development of the commercial discovery.   
 
NAMR has granted an extension until June 2017 to conduct the Phase I work program for the exploration block, EX-2 
Tria.  In January 2017 the Company was informed by our JV Partner, NIS, that drilling operations have commenced 
with drilling of the first well in EX-7 Periam block, in the Pannonian Basin of Western Romania, commencing on 
January 21, 2017.  The well will be targeting conventional oil and gas-bearing zones and will be drilled to a total depth 
of approximately 2,500 meters, consisting of two primary and three secondary geological targets.  Coring will be 
completed on hydrocarbon bearing zones encountered during drilling, followed by wireline logging.  Drilling and 
testing of the well is forecasted to take 50 - 60 days in the accordance with the highest ecological standards.  NIS will 
be funding 100% and fully carrying the Company through the Phase 1 and Phase 2 exploration periods in return for 
earning an 85% interest in the blocks. 
 
Investment Advantage Lithium Corp. (“Advantage Lithium”) 
 
During the nine months ended December 31, 2016 the Company sold 2,105,150 common shares of Advantage 
Lithium for $266,361 and recognized a realized gain of $147,375.  The Company also purchased 46,000 common 
shares of Advantage Lithium at a cost of $38,815.  As at December 31, 2016 the quoted market value of the investment 
was $2,393,330. 
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Selected Financial Data 
 
The following selected financial information is derived from the unaudited condensed consolidated interim financial 
statements of the Company prepared in accordance with IFRS. 
 
 Fiscal 2017 Fiscal 2016 Fiscal 2015 

 

Dec. 31 
2016 

$ 

Sep. 30 
2015 

$ 

Jun. 30 
2016 

$ 

Mar. 31 
2016 

$ 

Dec. 31 
2015 

$ 

Sep. 30 
2015 

$ 

Jun. 30 
2015 

$ 

Mar. 31 
2015 

$ 

Operations:         
Total revenues 605,710 443,844 533,975 518,421 670,695 964,039 1,189,398 1,264,464 
Operating costs (385,258) (292,465 (307,937) (384,078) (460,636) (493,431) (556,265) (517,415) 
Expenses (401,367) (410,995) (329,981) (1,993,130) (1,096,794) (1,375,713) (1,244,022) (3,681,902) 
Other items (189,922) 68,648 28,420 (103,738) 143,572 309,046 40,980 1,140,999 
Loss before deferred 
     income tax (370,837) (190,968) (75,523) (1,962,525) (743,163) (596,059) (569,909) (1,793,854) 
Current income tax recovery Nil Nil 7,050 Nil Nil Nil Nil Nil 
Deferred income tax (26,500) 162,736 152,264 Nil Nil Nil Nil Nil 
Net income (loss) (397,337) (28,232) 83,791 (1,962,525) (743,163) (596,059) (569,909) (1,793,854) 
Other comprehensive  
     income (loss), net of  
     deferred income tax (325,499) 1,242,412 1,246,392 (524,051) 747,479 1,282 (1,032,994) (360,051) 
Comprehensive (loss) income (722,586) 1,214,180 1,330,183 (2,486,576) 4,316 (594,777) (1,602,903) (2,153,905) 
Basic and diluted income (loss) 
     per share (0.00)    (0.00)    0.00    (0.02)   (0.01)   (0.01)   (0.01)   (0.02)   
Dividends per share Nil Nil Nil Nil Nil Nil Nil Nil 

Balance Sheet:         
Working capital 6,703,781 6,956,336 7,430,843 7,845,372 8,398,762 8,614,985 8,708,868 8,901,697 
Total assets 16,692,432 17,455,768 16,803,124 14,816,036 17,231,425 17,229,246 17,925,164 19,539,844 
Decommissioning liabilities  (1,245,725) (1,262,830) (1,225,922) (1,183,793) (1,198,604) (1,057,191) (977,938) (1,062,292) 
 
Results of Operations 
 
Three Months Ended December 31, 2016 (“Q3”) Compared to Three Ended September 30, 2016 (“Q2”). 
 
During Q3 the Company reported a comprehensive loss of $722,586 compared to a comprehensive income of 
$1,214,180 for Q2.  The increase in loss of $1,936,766 is primarily attributed to:  
 
(i) to the re-designation of the Company’s investment in Advantage Lithium in Q2 and resulting measurement at 

fair value using quoted market prices.  During Q2 the Company recorded an unrealized gain of $2,134,244 on 
the holdings of Advantage Lithium held at September 30, 2016, compared to an unrealized loss of $204,585 
on holdings at December 31, 2016; 

(ii) during Q3 the Company recorded a $120,914 loss due to the currency translation of its subsidiary compared 
to a $127,163 gain reported during Q2. 

(iii) during Q3 the Company recognized a provision on all advances made and accrued interest of $342,425 due to 
the uncertainty of Frontier Natural Resources Inc.’s (“Frontier”) financial situation. 

 
Revenues and operating costs for Q3 compared to Q2 are as follows:  
   Q3  Q2 

Total sales   $ 605,710  $ 443,844 
Total volume    11,212 BOE  10,387 BOE 
Average realized price per BOE   $ 54.02  $ 42.73 
      
Petroleum sales   $ 505,199  $ 338,198 
Petroleum volume    8,057 BOE  7,093 BOE 
Average petroleum realized price per BOE   $ 62.70  $ 47.68 
      
Natural gas sales   $ 100,511  $ 105,646 
Natural gas volume   3,155 BOE  3,294 BOE 
Average natural gas realized price per BOE   $ 31.86  $ 32.07 
      
Production costs    $ 298,077  $ 230,481 
Average per BOE    $ 26.59  $ 22.19 
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   Q3  Q2 

      
Transportation and storage costs    $ 60,080  $ 42,921 
Average per BOE    $ 5.36  $ 4.13 
      
Royalties    $ 27,101  $ 19,063 
Average per BOE    $ 2.42  $ 1.84 
      
Netback    $ 220,452  $ 151,379 
Average per BOE    $ 19.66  $ 14.57 
 
Petroleum sales revenues increased from $338,198 in Q2 to $505,199 in Q3, an increase of 49% primarily due to the 
completion of the Cheal-E5 workover and the well returning to production in October 2016, thus increasing 
production, combined with a favourable exchange rate and continued recovery in petroleum prices.  Natural gas 
revenues decreased from $105,646 in Q2 to $100,511 in Q3, a slight decline of 5% due to a decline in volume due to 
the compressor issues during October 2016 and slightly lower natural gas prices. 
 
Production costs in Q3 compared to Q2 increased by 29% from $230,481 in Q2 to $298,077 in Q3. 
 
Transportation and storage costs in Q3 compared to Q2 increased by 40% from $42,921 in Q2 to $60,080 in Q3. 
 
Royalties expense increased by 42%, from $19,063 in Q2 to $27,101 in Q3 due to additional royalty costs associated 
with an increase in petroleum sales. 
 
 
Nine Months Ended December 31, 2016 (the “2016 period”) Compared to Nine Months Ended December 31, 2015 
(the “2015 period”) 
 
During the 2016 period the Company reported comprehensive income of $1,821,777, an increase in income of 
$4,015,141, from a comprehensive loss of $2,193,364 reported in the 2015 period.  The main factors for the changes 
were: 
 
(i) the impact of the re-designation on June 24, 2016 of the Company’s investment in Advantage Lithium, 

resulting in the Company changing its accounting for the investment, from the equity method to fair value 
accounting using quoted prices.  During the 2015 period the Company recorded an equity loss of $75,000 
compared to the 2016 period, when the Company recorded an equity loss (to June 24, 2016) of $200 and an 
increase in fair values of $1,929,659 net of deferred taxes of $288,500.  See also below and “Investment in 
Advantage Lithium”; 

(ii) in the 2015 period the Company recorded a $284,233 loss due to the currency translation of its subsidiary 
compared to a $233,646 gain reported during the 2016 period;  and 

(iii) in the 2016 period, the Company recognized depletion and depreciation of $385,992 compared to $2,271,938 
in the 2015 period. 

 
Revenues and operating costs for the nine months ended December 31, 2016 compared to the nine months ended 
December 31, 2015 are as follows: 
 
 2016 

Period 
 2015 

Period 

Total sales $ 1,583,529  $ 2,824,132 
Total volume  33,462 BOE  62,172 BOE 
Average realized price per BOE $ 47.32  $ 45.42 
    
Petroleum sales $ 1,237,729  $ 2,314,928 
Petroleum volume 22,365 BOE  44,848 BOE 
Average petroleum realized price per BOE $ 55.34  $ 51.62 
    
Natural gas sales $ 345,800  $ 509,204 
Natural gas volume 11,097 BOE  17,324 BOE 
Average natural gas realized price per BOE $ 31.16  $ 29.39 
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 2016 
Period 

 2015 
Period 

Production costs  $ 762,585  $ 1,032,583 
Average per BOE  $ 22.79  $ 16.61 
    
Transportation and storage costs  $ 150,604  $ 416,016 
Average per BOE  $ 4.50  $ 6.69 
    
Royalties  $ 72,471  $ 116,357 
Average per BOE  $ 2.17  $ 1.87 
    
Netback  $ 597,869  $ 1,259,176 
Average per BOE  $ 17.87  $ 20.25 
 
Petroleum sales revenues decreased from $2,314,928 in the 2015 period to $1,237,729 in the 2016 period, a decline of 
47%, primarily due to a 50% decline in production volumes sold in the 2016 period compared to the 2015 period.   
 
Natural gas revenues decreased from $509,204 in the 2015 period to $345,800 in the 2016 period, a decline of 32%, 
primarily due to the decline in production volumes in the 2016 period and additional flaring at the Cheal plant resulting 
from compressor issues.  
 
Production costs in the 2016 period compared to the 2015 period decreased by 26% from $1,032,583 in the 2015 
period to $762,585 in the 2016 period due to ongoing work by the operator to reduce costs and increase efficiencies at 
the site. 
 
Transportation and storage costs in the 2016 period compared to the 2015 period decreased by 64% from $416,016 in 
the 2015 period to $150,604 in the 2016 period due to the commissioning of the pipeline used to transport gas and oil 
thus reducing transportation costs. 
 
Royalties expense declined by 38%, from $116,357 in the 2015 period to $72,471 in the 2016 period, due to the 
decline in petroleum sales. 
 
General and administrative expenses incurred during the 2016 and 2015 periods are as follows: 
 
 2016 

$  
2015 

$ 

Accounting and administrative 32,150  48,900 
Audit and related 69,254  66,217 
Bank charges  2,636  3,751 
Corporate development 78,654  24,266 
Legal 4,980  69,840 
Office 16,987  44,882 
Professional fees 319,476  468,602 
Regulatory fees 5,879  6,179 
Rent 23,679  51,842 
Salaries -  91,664 
Shareholder costs 2,712  10,059 
Telephone 4,370  7,408 
Transfer agent fees 4,476  6,402 
Travel 35,503  144,763 

 600,756  1,044,775 
 
Specific expenses of note for the 2016 and 2015 periods are as follows: 
 
(i) professional fees totalling $319,476 were incurred in the 2016 period compared to $468,602 in the 2015 

period as follows: 
• $268,500 was paid to directors and officers of the Company in the 2016 period, a decrease of $115,500 

from $384,000 incurred in the 2015 period.  The decrease was due to an overall voluntary reduction in 
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compensation agreed to by the Company’s executive officers and directors.  See also “Related Party 
Transactions”;  

• $50,976 was paid to consultants for administrative and financial services in the 2016 period compared to 
$84,602 paid in the 2015 period; 

(ii) travel expenses decreased by $109,260 from $144,763 in the 2015 period to $35,503 in the 2016 period due 
to a reduction in travel; 

(iii) during the 2015 period salaries of $91,664 was paid to an employee of the Company.  The employment was 
terminated in March 2016 and, accordingly, the Company had no employees during the 2016 period;  

(iv) corporate development expenses increased by $54,388 from $24,266 in the 2015 period to $78,654 in the 
2016 period.  The increase is due to a marketing campaign initiated in July 2016; 

(v) $32,150 (2015 - $48,900) for accounting and administrative provided by Chase Management Ltd., a private 
company owned by Nick DeMare, a director of the Company.  The decrease in accounting and administrative 
services is attributed to reduced activities;  and 

(vi) legal expenses decreased $64,860 from $69,840 in the 2015 period to $4,980 in the 2016 period.  During the 
2015 period, the Company incurred significant legal expenses during the property bidding process for a 
property located in Mexico 

 
During the 2016 period the Company recorded general exploration expenses of $15,060 (2015 - $301,691) of which 
$15,060 (2015 - $37,165) was related to minor costs on PEP 54876 and $nil (2015 - $264,526) was for ongoing review 
of current and potential exploration and evaluation assets. 
 
During the 2016 period the Company recorded share-based compensation expense of $120,842 (2015 - $19,438) on 
the granting and vesting of share options.  In addition during the 2015 period the Company recorded a compensation 
recovery of $12,888 on the reversal of prior year’s compensation expense previously recorded on forfeited unvested 
share options and share-based compensation expense of $20,140 on the re-pricing of share options which had 
previously been granted.   
 
Interest income is generated from cash on deposit with a senior financial institution and short-term money market 
instrument issued by major financial institutions.  During the 2016 period the Company reported interest income of 
$45,747 a decrease of $5,229, compared to $50,976 for the 2015 period.  The decrease in interest income in the 2016 
period was due to lower funds held during the 2015 period.  
 
During the 2015 period the Company repurchased 1,018,500 of its common shares for $108,338.  No repurchases were 
made by the Company during the 2016 period.  See also “Normal Course Issuer Bid”. 
 
On June 24, 2016 the Company sold 2,000,000 common shares of Advantage Lithium for $160,000 and recognized a 
gain of $47,180.  Prior to the sale, the Company recorded an equity loss of $200 (2015 - $64,000) in Advantage 
Lithium.  With the disposition, the Company discontinued the use of the equity method and, effective June 24, 2016, 
commenced measuring the remaining investment of 2,467,350 common shares of Advantage Lithium at its fair value.  
As at December 31, 2016 the quoted market value of the remaining Advantage Lithium shares $2,393,330.  During the 
2016 period the Company recorded a comprehensive gain of $1,929,659, net of $288,500 deferred income tax, for the 
change in the fair value of the investment.   
 
Exploration and Evaluation Assets 
 PEP 

54879 
$ 

Balance at March 31, 2015 5,835,112 
Capital expenditures 246,441 
Revision of estimate for decommissioning liabilities (4,965) 
Foreign exchange movement (296,586) 

Balance at March 31, 2016 5,780,002 
Capital expenditures 620,107 
Foreign exchange movement 227,125 

Balance at December 31, 2016 6,627,234 
 
During the 2016 period the Company incurred additions of $620,107 (2015 - $55,086), a revision in estimate for 
decommissioning costs of $nil (2015 - $6,374) and an increase of $227,125 (2015 - $35,649) in foreign exchange 
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movement for exploration and evaluation assets.  Details of the Company’s activities are discussed in “Projects 
Update”. 
 
Property, Plant and Equipment 
 
During the 2016 period the Company incurred total additions of $529,395 (2015 - $341,136), a revision in estimate for 
decommissioning costs of $nil (2015 - $78,989) and an increase of $419,453 (2015 - $85,916) in foreign exchange 
movement for property, plant and equipment additions on the New Zealand properties. 
 
Financial Condition / Capital Resources 
 
As at December 31, 2016 the Company had working capital of $6,703,781.  The Company is currently focussing on 
the exploration, development and production of oil and gas from its Cheal properties.  The Company believes that it 
currently has sufficient financial resources to conduct anticipated exploration and development programs and meet 
anticipated corporate administration costs for the upcoming twelve month period.  However, exploration activities 
may change due to ongoing results and recommendations, discoveries may require appraisal and development work or 
the Company may acquire additional properties, which may entail significant funding or exploration commitments.  In 
the event that the occasion arises, the Company may be required to obtain additional financing.  The Company has 
relied solely on equity financing to raise the requisite financial resources.  While it has been successful in the past, 
there can be no assurance that the Company will be successful in raising future financing should the need arise.  
 
Commitments 
 
As at December 31, 2016 the Company has capital expenditures of approximately $5,600,000, of which $1,300,000 is 
to be incurred in fiscal 2017.  The capital expenditure amounts may be subject to change upon application. 
 
Off-Balance Sheet Arrangements 
 
The Company has no off-balance sheet arrangements.   
 
Proposed Transactions 
 
The Company does not have any proposed transactions. 
 
Critical Accounting Estimates 
 
The preparation of financial statements in conformity IFRS requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements, and the reported amounts of revenues and expenditures during the reporting period.  
Examples of significant estimates made by management include the determination of mineralized reserves, plant and 
equipment lives, estimating the fair values of financial instruments, impairment of long-lived assets, reclamation and 
rehabilitation provisions, valuation allowances for future income tax assets, classification of investments and 
assumptions used for share-based compensation.  Actual results may differ from those estimates. 
 
Changes in Accounting Policies 
 
There are no changes in accounting policies. 
 
Related Party Disclosures 
 
(a) Transactions with Key Management Personnel 
 

Key management personnel include those persons having authority and responsibility for planning, directing 
and controlling the activities of the Company as a whole.  The Company has determined that key 
management personnel consists of current and former members of the Company’s Board of Directors and 
executive officers.  During the 2016 and 2015 periods the following amounts were incurred: 
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 2016 

$ 
 2015 

$ 

Professional fees - David Sidoo, CEO and Director (1) 93,500  108,000 
Professional fees - Nick DeMare, CFO and Director (2) 31,000  31,500 
Professional fees - Marc Bustin, Director (3) 120,000  216,000 
Professional fees - Herb Dhaliwal, Director (4) 24,000  28,500 
Share-based compensation - David Sidoo  24,000  - 
Share-based compensation - Nick DeMare 8,400  - 
Share-based compensation - Herb Dhaliwal 3,900  - 
Share-based compensation - Ross McElroy, Director 12,000  - 
Share-based compensation - Dylan Sidoo, Director 40,000  - 

 356,800  384,000 
(1) Paid to Siden Investments Ltd., a private company owned by Mr. Sidoo. 
(2) Paid to Chase Management Ltd. (“Chase”) a private company owned by Mr. DeMare. 
(3) Paid to RMB Earth Science Service Consulting Ltd.(“RBM Earth Science”), a private company owned by Mr. Bustin.  Mr. Bustin 

resigned as a director on November 14, 2016. 
(4) Paid to ADH Holdings Ltd., a private company owned by Mr. Dhaliwal. 

 
 As at December 31, 2016, $30,000 (March 31, 2016 - $16,000) remained unpaid.  
 
(b) Transactions with Other Related Parties 
 

A number of key management personnel, or their related parties, hold positions in other entities that result in 
them having control or significant influence over the financial or operating policies of those entities.  Certain 
of these entities transacted with the Company during the reporting period.  Transactions made with related 
parties are made in the normal course of business and are measured at the exchange amount, which is the 
amount of consideration established and agreed to by the related parties. 
 
(i) During the 2016 period the Company incurred a total of $32,150 (2015 - $48,900) to Chase for 

accounting and administration services provided by Chase personnel, excluding Mr. DeMare.  As at 
December 31, 2016, $4,750 (March 31, 2016 - $8,750) remained unpaid.  During the nine months 
ended December 31, 2016 the Company also recorded $3,600 (2015 - $nil) for share-based 
compensation for share options granted to Chase.  

 
(ii) On March 6, 2015 the Company entered into a letter of intent (the “LOI”) with Frontier Natural 

Resources Inc. (“Frontier”) whereby it provided Frontier a credit facility of US $250,000 (the 
“Credit Facility”).  The advances under the Credit Facility bear interest at 3% per annum.  On 
December 31, 2015 the advances became due and payable. The Company has not demanded 
repayment and has the option to convert the advances and outstanding interest into Class A 
Preferred Shares of Frontier at a conversion price of US $0.20 per share.  In fiscal 2016 Frontier 
issued a bonus of 250,000 Class B Preferred Shares to the Company at a fair value of $nil. 

 
 During the 2016 period the Company recorded interest income of $7,399 (2015 - $7,066).  Frontier 

paid US $1,875 of accrued interest during the 2016 period and, as at December 31, 2016, $6,750 
(March 31, 2016 - $1,623) of interest remained unpaid.  

 
 Frontier is a privately held oil and natural gas company incorporated in Pennsylvania, U.S.A.  

Mr. Bustin, a former director of the Company, is also a shareholder and director of Frontier. 
 

(iii) As at December 31, 2016 the Company owned 2,467,350 common shares of Advantage Lithium 
with a quoted market value of $ 2,393,330.  Advantage Lithium has two common directors, Messrs. 
Sidoo and McElroy.  In addition Mr. Sidoo is also the President and CEO of Advantage Lithium and 
Mr. DeMare is the CFO and Corporate Secretary of Advantage Lithium.  See “Investment”. 
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Financial Instruments and Risk Management 
 
The nature of the Company’s operations expose the Company to credit risk, liquidity risk and market risk, and changes 
in commodity prices, foreign exchange rates and interest rates may have a material effect on cash flows, net income 
and comprehensive income. 
 
This note provides information about the Company’s exposure to each of the above risks as well as the Company’s 
objectives, policies and processes for measuring and managing these risks. 
 
The Company’s risk management policies are established to identify and analyze the risks faced by the Company, to 
set appropriate risk limits and to monitor market conditions and the Company’s activities. The Board of Directors has 
overall responsibility for the establishment and oversight of the Company’s risk management framework and policies. 
 
Credit Risk 
 
Credit risk is the risk of financial loss to the Company if counterparties do not fulfill their contractual obligations.  The 
most significant exposure to this risk is relative to the sale of oil production.  All of the Company’s production is sold 
directly to a major oil company.  The Company is paid for its oil sales within 30 days of shipment.  The Company has 
assessed the risk of non-collection from the buyer as low due to the buyer’s financial condition. 
 
Cash is held with a Canadian chartered bank and is monitored to ensure a stable return.  
 
The carrying amount of cash, amounts receivable and advances receivable represents the maximum credit exposure.  
The Company does not have an allowance for doubtful accounts on its amounts receivable as at September 30, 2016 
and did not provide for any doubtful accounts.  
 
Commodity Price Risk  
 
Commodity price risk is the risk that future cash flows will fluctuate as a result of changes in commodity prices, 
affecting results of operations and cash generated from operating activities.  Such prices may also affect the value of 
exploration and development properties and the level of spending for future activities.  Prices received by the 
Company for its production are largely beyond the Company’s control as petroleum prices are impacted by world 
economic events that dictate the levels of supply and demand.  All of the Company’s oil production is sold at spot rates 
exposing the Company to the risk of price movements.  The Company entered into a gas supply agreement to sell its 
share of gas production from the Cheal E field at a price of NZD $4.75 per gigajoule, ending December 31, 2016. 
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will not have the resources to meet its obligations as they fall due.  The 
Company manages this risk by closely monitoring cash forecasts and managing resources to ensure that it will have 
sufficient liquidity to meet its obligations.  All of the Company’s financial liabilities are classified as current and are 
anticipated to mature within the next fiscal period. 
 
Market Risk 
 
Market risk is the risk that changes in foreign exchange rates, commodity prices and interest rates will affect the 
Company’s cash flows, net income and comprehensive income.  The objective of market risk management is to 
manage and control market risk exposures within acceptable limits, while maximizing returns. 
 
Foreign Currency Exchange Rate Risk 
 
Foreign currency exchange rate risk is the risk that future cash flows, net income and comprehensive income will 
fluctuate as a result of changes in foreign exchange rates.  All of the Company’s petroleum sales are denominated in 
United States dollars and gas sales, operational and capital activities related to the Company’s properties are 
transacted primarily in New Zealand dollars and/or United States dollars with some costs also being incurred in 
Canadian dollars. 
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The Company currently does not have significant exposure to other currencies and this is not expected to change in the 
foreseeable future as the work commitments in New Zealand are expected to be carried out in New Zealand and to a 
lesser extent, in United States dollars. 
 
Interest Rate Risk 
 
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market interest rates.  The 
Company is exposed to interest rate fluctuations on its cash which bears a floating rate of interest.  The risk is not 
considered significant. 
 
The Company did not have any interest rate swaps or financial contracts in place during the 2016 and 2015 periods and 
any variations in interest rates would not have materially affected net income. 
 
Fair Value of Financial Instruments 
 
Financial instruments are classified into one of the following five categories:  fair value through profit or loss 
(“FVTPL”); held-to-maturity investments;  loans and receivables; available-for-sale and other financial liabilities.   
 
The Company’s financial instruments recorded at fair value require disclosure about how the fair value was 
determined based on significant levels of inputs described in the following hierarchy:  
 
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 value 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 inputs 
including quoted forward prices for commodities, time value and volatility factors, which can be 
substantially observed or corroborated in the market place.  

 
Level 3 - Valuations in this level are those with inputs for the asset or liability that are not based on observable 

market data.  
 
The recorded amounts for amounts receivable, advances receivable and accounts payable and accrued liabilities 
approximate their fair value due to their short-term nature.  The fair value of cash and investment under the fair value 
hierarchy is measured using Level 1 inputs.   
 
Risks and Uncertainties 
 
The Company is engaged in the exploration for and development of oil and natural gas properties.  These activities 
involve significant risks which careful evaluation, experience and knowledge may not eliminate in some cases.  The 
commercial viability of any petroleum and natural gas properties depends on many factors not all of which are within 
the control of management.  Operationally the Company faces risks that are associated with and affect the financial 
viability of a given petroleum and natural gas property.  These include risks associated with finding, developing and 
producing these petroleum and natural gas reserves.  In addition, Government regulations, taxes, royalties, land tenure, 
land use, environmental protection and reclamation and closure obligations, have an impact on the economic viability 
of a petroleum and natural gas property. 
 
The preparation of financial statements in conformity with Canadian generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
expenses during the reporting period.  Actual results could differ from those estimates. 
 
The Company’s ability to continue its operations and to realize assets at their carrying values is dependent upon the 
continued support of its shareholders, obtaining additional financing and generating revenues sufficient to cover its 
operating costs.  The accompanying financial statements do not give effect to any adjustments which would be 
necessary should the Company be unable to continue as a going concern and therefore be required to realize its assets 
and discharge its liabilities in other than the normal course of business and at amounts different from those reflected in 
the accompanying audited financial statements. 
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Any forward-looking information in the MD&A is based on the conclusions of management.  The Company cautions 
that due to risks and uncertainties, actual events may differ materially from current expectations.  With respect to the 
Company’s operations, actual events may differ from current expectations due to economic conditions, new 
opportunities, changing budget priorities of the company and other factors. 
 
Outstanding Share Data 
 
The Company’s authorized share capital is unlimited common shares with no par value.  As at February 28, 2017, 
there were 89,585,665 outstanding common shares (net of shares repurchased) and 8,188,000 share options 
outstanding with exercise prices ranging from $0.09 to $0.14 per share. 


