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NOTICE TO READER
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standards established by the Canadian Institu@haftered Accountants for a review of interim fioiah statements

by an entity's auditor.



WesCan Energy Corp.
Consolidated Statements of Financial Position
(Expressed in Canadian Dollars — unaudited)

December March 31,
31, 2015 2015

Balance Sheet $ $
ASSETS
Current Assets
Cash and cash equivalents 384,660 131,419
Trade and other receivables (note 4) 104,440 15,812
Prepaid expenses and depc - 1,50(
Total current assets 489,100 148,731
Non-current assets
Property, Facilities and Equipment (note 5) 2,756,13 4,063
TOTAL ASSETS 3,245,23. 152,79«
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Trade and other payables 723,416 194,261
Payable to related parties (note 7) 24,561 31,526
Payable to former related parties (note 7) 287,766 286,296
Loans payable (note 8) 1,544,847 248,333
Current portion of decommissioning liabilities (a@) 60,448 60,448
Total current liabilities 2,641,038 820,864
Non-current Liabilities
Decommissioning liabilities (note 9) 1,549,898 63,030
Total liabilities 4,190,936 883,894
Shareholders’ Equity
Share capital (note 10) 12,899,689 12,899,689
Equity reserves (note 10) 1,538,240 1,538,240
Accumulated deficit (15,383,631) (15,169,029)

(945,702) (731,100)
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 3,245,23. 152,79:

The accompanying notes are an integral part oktheasolidated financial statements.



WesCan Energy Corp.

Consolidated Statements of Net Income (Loss) and @prehensive Income (Loss)
For the three and nine months ended December 31, 29

(unaudited)
Three Months Ended Nine Months Ended
Deceember 31 December 31
2015 2014 2015 2014
$ $ $ $
Revenue
Oil and natural gas sales 378,010 13,548 960,070 38,230
Royalties (60,681) (754) (159,967) (1,876)
317,329 12,794 800,103 36,354
Expenses
Operating costs 372,286 6,858 658,102 25,697
General and administrative 94,880 69,204 263,394 200,211
Depletion, accretion and depreciation 37,219 1,348 85,510 3,734
504,385 77,410 1,007,006 229,642
Results from operating activities (187,056) (64,616) (206,903) (193,288)
Other income (expenses)
Interest expense (2,639) (2,188) (7,699) (7,024)
Net income (loss) and comprehensive income (loss) (18%59 (66,804) (214,602) (200,312)
Basic and diluted loss per share (note 10 (f)) ($0.01) (0.0 ($0.01) ($0.01)
Weighted average number of common shares outstanding
during the period 21,753,991 21,753,991 21,753,991 19,174,082

The accompanying notes are an integral part oktheasolidated financial statements.



WesCan Energy Corp.

Consolidated Statements of Changes in Equity
For the nine months ended December 31, 2015
(unaudited)

Share Capital

Number of Amount  Equity Reserves Deficit Total
shares $ $ $ $
Balance at March 31, 201 21,753,99 12,899,68 1,538,241 (15,169,02¢ (731,100

Shares issued for private placen - -
Share issue costs - -
Loss for the period - -

- (214,602) (214,602)

Balance at December 31, 2015 21,753,991 12,899,689 1,538,240 (15,383,631) (945,702)
Balance at March 31, 201 13,420,65 12,402,93 1,538,241 (14,740,385 (799,206
Shares issued for private placen  8,333,33. 500,00( - - 500,00(
Share issue costs - (3,250) - - (3,250)

Loss for the period - -

- (200,312) (200,312)

Balance at December 31, 2014 21,753,991 12,899,689

1,538,240 (14,940,697) (502,769)

The accompanying notes are an integral part oktheasolidated financial statements.



WesCan Energy Corp.
Consolidated Statements of Cash Flows

For the three and nine months ended December 31, 29

(unaudited)

Three Months Ended
December 31

Nine Months Ended
December 31

2015 2014 2015 2014
$ $ $ $

Operating activities
Net income (loss) for the period (189,695) (66,804) (214,602) (200,312)
Non-cash items:
Depletion and accretion 19,917 851 44,543 2,243
Depreciation of equipment 17,302 497 40,967 1,491
Interest expense 2,639 2,188 7,699 7,024
Share-based payments - - - -

(149,837) (63,268) (121,393) (189,554)
Change in non-cash working capital items:
(Increase) decrease in trade and other receivables 42,059 2,931 (88,628) (881)
(Increase) decrease in prepaid expenses and deposit - (52,063) 1,500 (46,863)
Increase (decrease) in trade and other payables 257,741 25,736 521,455 (54,125)
Net cash used in operating activities 149,963 (86,664) 312,934 (291,423)
Investing activities
Purchase of property and equipment (69,769) - (1,350,712) -
Expenditures on exploration and evaluation assets - (28,875) - (86,625)
Net cash used in investing activities (69,769) (28,875) (1,350,712) (86,625)
Finance activities
Proceeds from issuance of common shares - - - 500,000
Share issue costs - - - (3,250)
Loans received, net of repayments (33,195) - 1,296,514 -
Amounts received, net of payments, from relatediger 337 (8,921) (5,495) (26,696)
Net cash provided by financing activities (32,858) (8,921) 1,291,019 470,054
Change in cash 47,336 (124,460) 253,241 92,006
Cash, beginning of period 337,324 355,825 131,419 139,359
Cash, end of period 384,660 231,365 384,660 231,365

The accompanying notes are an integral part oktheasolidated financial statements.



WesCan Energy Corp.

Notes to the Condensed Interim Consolidated Financid@tatements
For the three and nine months ended December 31, 2015
(unaudited)

1. REPORTING ENTITY AND GOING CONCERN
Reporting Entity

WesCan Energy Corp. (“WesCan” or the “Company”)rdead its name from Great Pacific International Inc.
effective October 4, 2012. WesCan was incorporatetlovember 4, 1993 under the Business Corposaat
(Alberta), Canada. WesCan is a junior public resewsompany in the business of oil and gas exptoragind
development with oil and gas operations and prgperterests in Alberta, Canada and Texas, U.S.Ae T
common shares of WesCan trade on the TSX Ventuahdbge (“TSX-V”) under the symbol WCE. The
Company’s registered its mailing address is, SR80, 520 — 5th Avenue S.W., Calgary, Alberta TH73
Canada

Going Concern

These consolidated financial statements have begraped on the assumption that the Company wilticoe as

a going concern, meaning it will continue in opinatfor the foreseeable future and will be abledalize assets
and discharge liabilities in the ordinary cours@pérations. A different basis of measurement beagppropriate
if the Company is not expected to continue openatfor the foreseeable future.

At December 31, 2015 the Company has a workingtalageficiency of $2,151,938 (December 31, 2014 -
$527,313) and an accumulated deficit of $15,383$8de inception, and is not yet generating positiash flow
from operations. These factors raise significantld about the Company’s ability to continue a®iag concern.
Accordingly, external financing will be required ander for the Company to continue as a going conde order

to continue as a going concern, meet property pagnparticipation and lease obligations, dischaigéabilities,
and meet all commitments the Company will needaiser additional funds through equity financing dgrithe
next fiscal year

Furthermore, the Company will require additionahaficing to carry out the petroleum exploration and
development required to offset production decliriesrease oil and gas reserves and achieve ausgHising
level of revenue. Management is actively pursuiag financings; however, there can be no assurtdatét will

be able to raise sufficient funds on acceptablengerThese consolidated financial statements doreftect
adjustments that would be necessary if the goimg&m assumption were not appropriate.

2. BASIS OF PRESENTATION

Basis of Presentation
a) Statement of compliance:
These interim condense consolidated financial stetés have been prepared in accordance with adngunt
policies consistent with International Financialp@ging Standards (“IFRS”) as issued by the Intéomal
Accounting Standards Board (“IASB”). These consatiédl financial statements were authorized for issea
by the Board of Directors on February 26, 2016.

b) Basis of measurement:

The consolidated financial statements have beepaped on the historical cost basis except for shased
payment transactions and financial instrumentschkvhre measured at fair value, as explained in Blote

¢) Functional and presentation currency:

The consolidated financial statements are present€anadian dollars, which is the Company’s fuorcdl
currency.



WesCan Energy Corp.

Notes to the Condensed Interim Consolidated Financid@tatements
For the three and nine months ended December 31, 2015
(unaudited)

2.

BASIS OF PRESENTATION (Cont'd)
d) Significant accounting estimates and judgments:

The preparation of the consolidated financial stetets in conformity with IFRS requires management t
make judgments, estimates and assumptions that #fie application of accounting policies and teearted
amounts of assets, liabilities, income and expen&gs their nature, these estimates are subject to
measurement uncertainty and the effect on the t¢idased financial statements of changes in sucdmests

in future periods could be significant.

Estimates and underlying assumptions are reviewednoongoing basis. Revisions to accounting estisnat
are recognized in the period in which the estimatesevised and in any future periods affected.

RECENT ACCOUNTING PRONOUNCEMENTS

The Company has reviewed the new and revised atingygronouncements that have been issued butcdre n
yet effective and determined that the following niaye an impact on the Company. The Company hias no
quantified the effect of the following:

IFRS 15 — “Revenue from contracts with customergplaces International Accounting Standard 11,
“Construction Contracts” (“IAS 11"), IAS 18, “Revam” (“IAS 18"), and several revenue-related
interpretations. IFRS 15 establishes a single nesenecognition framework that applies to contragith
customers. The standard requires an entity to rézegevenue to reflect the transfer of goods amices
for the amount it expects to receive, when consdransferred to the purchaser. Disclosure remergs
have also been expanded. This IFRS becomes eHefttivannual periods beginning on or after Jandary
2017 with earlier adoption permitted. The standaraly be applied retrospectively or using a modified
retrospective approach. The Company is currentlglating the impact of adopting IFRS 15 on the
Consolidated Financial Statements.

IFRS 9 — “Financial Instruments”, which is the résf the first phase of the IASB’s project to rapé IAS

39 - “Financial Instruments: Recognition and Meament”. The new standard replaces the current pheilti
classification and measurement models for finangsslets and liabilities with a single model thag baly
two classification categories: amortized cost aad falue. This IFRS becomes effective for periods
beginning on or after January 1, 2018. The Compesynot yet begun the process of assessing theimpa
that the new standard will have on its financiatatments

TRADE AND OTHER RECEIVABLES

Amounts presented as trade and other rddewvaonsist of the following balances:

December 31 March 31, 201
$ $

Net revenue from oil and gas propel 96,18¢ 5,957
Goods and services tax recoverable 7,927 8,196
Other receivable 32¢& 1,65¢

Total 104,44( 15,817




WesCan Energy Corp.

Notes to the Condensed Interim Consolidated Financid@tatements
For the three and nine months ended December 31, 2015
(unaudited)

5. PROPERTY AND EQUIPMENT

Canada USA
Oil and Natural Operated Other Fixec Natural Gas
Gas Interest  Facilities ~ Assets Interest Total

Cosl $ $ $
As at March 31, 2014 101,068 - 5,961 9,542 116,571

Change in decommissioning liabilities (Not¢ (3,861 - - - (3,861
As at March 31, 201 97,20% - 5,961 9,54z 112,71(

Acquisitions and additiol 944,65(  406,06: - - 1,350,711

Addition in decommissioning liabilites (Note 9) 161188 - - - 1,476,188
Balance, December 31, 2015 2,518,045 406,062 5,961 9,542 2,939,610

Oil and Natural Operated Other Fixec

Gas Interest  Facilities ~ Assets USA Total
Accumulated Depletion, Depreciation and impairment $ $ $
As at March 31, 201 (95,949 - (2,982 (8,458 (107,389
Depletion and depreciation for the pel (1,258 - - - (1,258
As at March 31, 201 (97,207 - (2,982 (8,458 (108,647
Depletion and depreciation for the period (33,863)(39,475)  (1,491) - (74,829)
Balance, December 31, 20: (131,070 (39,475 (4,473 (8,458 (183,476
Canac USA Total
Carrying amounts $ $ $ $ $
Balance, March 31, 20 5,11¢ - 2,97¢ 1,084 9,18:
Balance, March 31, 20 - - 2,97¢ 1,08¢ 4,06:
Balance, December 31, 20: 2,386,97' 366,58 1,48¢ 1,084 2,756,13

For the nine months ended December 31, 2015, thep@oay closed an acquisition of oil producing prdigsrin
the amount of $1,280,943 including capitalized baing costs of $92,640.

Canada

Provost, AB

On April 21, 2015, the company entered into a pasehand sale agreement with Alston Energy Incoutyir
Alston’s court-appointed receiver, Alvarez & Mar€zdnada Inc., to purchase a 100-per-cent workitegést in
certain medium and light oil and associated gape@s in east-central Alberta. The agreementapasoved by
the courts and the TSX Venture Exchange on May2045, and May 25, 2015, respectively. The acqoisiti
closed on May 25, 2015. The agreement was finatitedgh a combination of existing cash and a sefishort-
term promissory notes.

The producing assets acquired established a nesvarern for the company consisting of 100-per-ceetated,
low-decline crude oil and associated gas productidmrrent production is approximately 115 barreisoi
equivalent per day (85 per cent oil and naturalligasds and 15 per cent natural gas). The propay includes
100-per-cent ownership of key producing infrastuoet including batteries and related pipelines.

Equisetum Wells / Peerless Lake, AB

The Company holds a 36% working interest in foullsvat Equisetum / Peerless Lake Alberta. The Qperat
these wells went into receivership in 2012. In 2044 of these wells were subsequently purchased fxanew
Operator of which one well is currently producingdathe other well remains shut-in. During the yeaded
March 31, 2015, the Company recorded a changedandenissioning liabilities charge of $10,882 relatedhe
shut-in well.



WesCan Energy Corp.

Notes to the Condensed Interim Consolidated Financid@tatements
For the three and nine months ended December 31, 2015
(unaudited)

East-Central, AB

During the year ended March 31, 2015, the Compaaig p $50,000 non-refundable deposit on a proposed
acquisition of oil and gas properties. The Compsulysequently decided to terminate the proposedisitign

and wrote-off the deposit in the current fiscalryea

USA

Sedna-Nicko Well

In the fiscal year ended March 31, 2008, the Compaquired, for cash consideration of $32,166, -operated
minority working interest of 3.67% in a producingtaral gas lease in Arkansas, USA.

6. EXPLORATION AND EVALUATION ASSETS

Canada USA Total
$ $ $
As at March 31, 2014 13,557 - 13,557
Exploration and development expenditures - - -
As at March 31, 2015 13,557 - 13,557
Exploration and development expenditures (13,557) - (13,557)

As at December 31, 2015 - - R

Canada

Undeveloped Land - Alberta

At March 31, 2015, the Company holds certain petroi and natural gas (“P&NG”) leases from the Crown
throughout Alberta. These undeveloped, non-produlEdases are exploration lands and have no resassggned
to them. They include the following:

7. RELATED PARTY TRANSACTIONS AND BALANCES

Related party transactions and balances entereddining the month ended December 31, 2015 and 2014
disclosed elsewhere in these consolidated finastaééments are as follows:

Key Management Compensation

The Company has identified its directors and certsénior officers as it key management personnbe T
compensation costs for key management personnal@ngdanies related to them were recorded as follows

December 31 March 31,

2015 2015
$ $
Management Fees 123,750 165,000
Total 123,750 165,000

Payables to Related Parties

Balances due to related parties consists of amawvityg to officers and directors (or to personsitiesd to them or
companies controlled by them) for services, tragbenses, and advances. These amounts are nasinter
bearing, unsecured and due on demand, unless alkearated.



WesCan Energy Corp.

Notes to the Condensed Interim Consolidated Financid@tatements
For the three and nine months ended December 31, 2015
(unaudited)

7. RELATED PARTY TRANSACTIONS AND BALANCES (Cont'd)

December 31, March 31,

2015 2015
$ $
Related party payable for services 24,561 31,526
Total 24,561 31,526

Payables to Former Related Parties

December March 31,
31, 2015 2015

$ $
Related party payable for services 232,266 232,266
Related party payable for travel 18,939 18,939
Loans from related parties 36,561 35,091
Total 287,766 286,296

8. LOANS PAYABLE

At December 31, 2015, the Company has short-teamsl@wing to unrelated parties in the amount 0544,847
(2014: $246,294). These amounts are due on derbhandjnterest rates up to 10% per annum and aecured.

9. DECOMMISSIONING LIABILITIES

The following table presents the reconciliationtbé opening and closing aggregate carrying amoohthe
decommissioning liabilities associated with theamitl gas assets:

December 31 March 31,

2015 2015
$ $

Balance, beginning of the year 123,478 169,474
Accretion 10,680 1,720
Liabilities Incurred 1,476,188 -
Change in estimates (Notes 5 and 6) - (47,716)
Balance, end of year 1,610,346 123,478
Less: current portion (60,448) (60,448)
Long-term portion 1,549,898 63,030

During the nine month period ended December 31520tere was an addition to the decommissionirtgliiges
of $1,476,188 due to the acquisition of the oil gad properties acquired at Provost, at east-deXitrarta.

10. SHARE CAPITAL
Shares authorized, issued and outstanding at Dexe®ibh 2015 are as follows:
a) Authorized

An unlimited number of common shares without pduea
An unlimited number of preferred shares without yeue

10



WesCan Energy Corp.

Notes to the Condensed Interim Consolidated Financid@tatements
For the three and nine months ended December 31, 2015
(unaudited)

10. SHARE CAPITAL (Cont'd)

b) Issued
Number of Amount
common shares $
Balance, March 31, 201 4,831,666 11,953,092
Shares issued for private placement 8,302,602 435,886
Shares issued for debt settlemen 286,390 21,029
Shares issued co - (7,068)
Balance, March 31, 2014 13,420,658 12,402,939
Shares issued for private placements 8,333,333 500,000
Shares issued co - (3,250)
Balance at December 31, 20: 21,753,99 12,899,68
(i) On July 23, 2013, the Company completed a non-lbeckerivate placement, issuing

8,302,602 units at $0.0525 per unit for total peateof $435,886 and incurring share issue
costs of $7,068. Each unit consists of one comniamesand one-half of a share purchase
warrant of the Company. Each full warrant is eisatole into one common share at $0.10
per share on or before July 23, 2015.

(i) On November 15, 2013, the Company completed shimmeslebt settlements, issuing
286,390 common shares with an estimated fair vafug21,029 for debt settlement with a
face value of $57,278 resulting in a gain on detitement of $36,249.

On April 23, 2014, the Company completed a non-breé private placement, issuing
8,333,333 units at $0.06 per unit for gross prosexd$500,000 and incurring share issue
costs of $3,250. Each unit consists of one comnhamesand one-half of a share purchase
warrant of the Company. Each full warrant is eisatole into one common share at $0.10
per share on or before April 23, 2016.

(iii)

c) Equity Reserves

Equity reserve items are recognized as share-lmsgdent expense until such time that the stoclooptare
exercised, at which time the corresponding amouititbe transferred to share capital. If the optiengpire
unexercised, the amount recorded is transferreefioit.

d) Share Purchase Warrants

A summary of share purchase warrants issued anatised in the period ended December 31, 2015 and
March 31, 2015 is as follows:

December 31, 2015

March 31, 2015

Weighted Weighted
Average Average
Number of  Exercise Price Number of  Exercise Price
warrants per warrant $ warrants  per warrant $
Balance, beginning of year 4,151,301 0.10 4,151,301 0.10
Addition 4,166,667 0.10 4,166,667 0.10
Warrants, outstanding and
exercisable, end of period 8,317,968 0.10 8,317,968 0.10

11



WesCan Energy Corp.

Notes to the Condensed Interim Consolidated Financid@tatements
For the three and nine months ended December 31, 2015
(unaudited)

10. SHARE CAPITAL (Cont'd)

A summary of warrants outstanding and exercisat@eaember 31, 2015 is as follows:

Weighted
Weighted Average
Average Exercise Remaining
Price Date of Grant Expiry Date Outstanding Exercisable Life
$ 0.10 July 23, 2013 July 23, 2015 4,361, 4,151,301 -
$ 0.10 April 23, 2014 April 23, 2016 468,667 4,166,667 0.15
$ 0.10 8,317,968 8,317,968 0.15

During the quarter a total of 4,151,301 warranisirexd unexercised.
e) Stock Options

The Company established a stock option plan iryélae ended March 31, 2006 (revised in fiscal 2Qt@er
which it may grant stock options totaling in aggegup to 10% of the Company’s total number of ehar
issued and outstanding on a non-diluted basis stdek option plan provides for the granting of &toptions

to officers, directors, regular employees and pegwoviding investor-relations or consulting seeg up to a
limit of 5% and 2% respectively of the Company'satcmumber of issued and outstanding shares per yea
The option price must be greater or equal to tlseadinted market price on the grant date and thieropt
expiry date cannot exceed 10 years from the gratet d’he stock options vest immediately on the datee
grant or over a period of time as determined byBbard of Directors.

A summary of share purchase options cancelledeésand exercised in the period ended December(ds, 2
and March 31, 2015 is as follows:

December 31, 2015 March 31, 2015

Weighted Weighted

Average Average
Number of Exercise Prict Number of Exercise Price

Options $ Options $

Balance, beginning of year 1,307,500 0.07 1,307,500 0.07

Granted - - - -
Balance, end of period 1,307,500 0.07 1,307,500 0.07

A summary of stock options outstanding and exebtésat December 31, 2015 is as follows:

Weighted
Average
Exercise Price Date of Grant Expiry Date Outstanding Esabte Remaining Life
$ 0.06 October 24, 2013 October 24, 2018 (B 1,300,000 2.80
$ 3.0C January 28, 20: January 28, 20: 2,50( 2,50( -
$ 2.0C December 30, 20: December 1, 20: 5,00( 5,00( -
$ 0.07 1,307,500 1,307,500 2.80

The weighted average grant date fair value of optigranted during the year ended March 31, 2014 was
$0.06. The Company recognized $nil (2014 - $75,162the vested portion of stock options which basn
recorded in equity reserves and charged to profiogs. The fair values were determined using tleeiB
Scholes Option Pricing Model using the followingiglged average assumptions:

12



WesCan Energy Corp.

Notes to the Condensed Interim Consolidated Financid@tatements
For the three and nine months ended December 31, 2015
(unaudited)

10. SHARE CAPITAL (Cont'd)

Year ended Year ended

March 31, 201 March 31, 201
Expected life of options - 5 years
Annualized volatility - 186%
Risk-free interest rate - 1.71%
Dividend rate - 0%
Share price on grant date - $0.06
Exercise price - $0.06

f) Per share data

The diluted earnings per share calculation incluttesimpact of all warrants and stock options @uiging
during the year. At December 31, 2015, all warraamtsl stock options have been excluded from the
calculation of diluted shares outstanding as theyld be anti-dilutive.

11. SEGMENTED INFORMATION

The Company operates in a single reporting segmegiti)g oil and gas production and exploration. The
Company’s oil and gas property interests relatéwmo geographic cost centers, Canada and the UStAolge

below is segmented information on a geographicsbasi

Three months ended December 31, Three months ended December 31,

2015 2014
Canada USA Total Canada USA Total
$ $ $ $ $ $
QOil and gas revenue, net of royalties 316,686 643 317,329 11,495 1,299 12,794
Operating costs (372,034) (252) (372,286) (6,572) (286) (6,858)
Depletion and accretion (19,917) - (19,917) (851) - (851)
(75,265) 391 (74,874) 4,072 1,013 5,085

Nine months ended December

Nine months ended December

2015 2014
Canada USA Total Canada USA Total
$ $ $ $ $ $
Oil and gas revenue, net of royalties 797,836 2,267 800,103 32,597 3,757 36,354
Operating costs (657,284) (818) (658,102) (25,015) (682) (25,697)
Depletion and accretion (44,543) - (44,543) (2,243) - (2,243)
96,00¢ 1,44¢ 97,45¢ 5,33¢ 3,07t 8,41«

12. FINANCIAL INSTRUMENTS

The Company'’s financial instruments are exposezkttain financial risks, including credit risk, dgb market
risk and liquidity risk, interest rate risk, comnitycprice risk and foreign exchange risk.

Financial instruments, consisting of trade and otieeeivables, trade and other payables, balanagabte to
related parties and former related parties, andsiqgeyable, are recorded at amortized cost. Casdftisded at

fair value through profit or loss. All of the fairalue items are

transacted in active markets. Tompany

classifies the fair value of these transactionsomting to the following hierarchy based on the amnioaf

observable inputs used to value the instrument.

13



WesCan Energy Corp.

Notes to the Condensed Interim Consolidated Financid@tatements
For the three and nine months ended December 31, 2015
(unaudited)

12. FINANCIAL INSTRUMENTS (Cont'd)

December 31, 2015 March 31, 2015
Financial instrumer Carrying Carrying
classification Value Fair Value Value Fair Value
$ $ $ $

Financial assets
Cash Fair value through profit or loss 384,660 384,660 131,419 131,419
Trade and other receivables Loans and receivables ,4404 104,440 15,812 15,812
Financial liabilities
Trade and other payables Other financial liabilities 723,413 723,413 194,261 194,261
Payable to related part Other financial liabilities 24,561 24,561 31,526 31,526
Payable to former related pari Other financial liabilities 287,766 287,766 286,296 286,296
Loans payable Other financial liabilities 1,544,847 1,544,847 248,333 248,333

The significance of inputs used in making fair vatneasurements are examined and classified acgdadanfair
value hierarchy as follows:

Level 1 — Quoted prices are available in activekeiar for identical assets or liabilities as of thporting
date. Active markets are those in which transastimecur in sufficient frequency and volume to pdavi
pricing information on an ongoing basis.

Level 2 — Pricing inputs are other than quoted gxith active markets included in Level 1. Prices in
Level 2 are either directly or indirectly obseralals of the reporting date. Level 2 valuationsbased
on inputs, including quoted forward prices for coaottities, time value and volatility factors, whichnc
be substantially observed or corroborated in theketplace.

Level 3 — Valuations in this level are those witlputs for the asset or liability that are not basad
observable market data.

Assets measured at fair value on a recurring veesie presented on the Company’s statement of fiagpasition
as of December 31, 2015 are as follows:

Quoted Prices in
Active Markets
Balance at For Identical Significant Othe  Significant

December 31, Instruments Observable Unobservable
2015 (Level 1) Inputs (Level 2) Inputs (Level 3) Total
$ $ $ $
Assets:
Cash 384,660 384,660 - - 384,660
Credit risk

Credit risk is the risk of an unexpected loss dustomer or third party to a financial instrumeaits to meet its
contractual obligations. The Company’s credit iskttributable to cash and trade and other rabé®s. Cash is
held in demand accounts at a Canadian charterekl. Fdre Company does not believe it is subject tg an
significant counterparty risk with respect to cash.

Trade receivables typically arise from normal jodperating arrangements governing the Company’dymiag
oil and gas properties, and from cost-recoveryrigfl. Credit valuations are performed on a regbéeis and the
consolidated financial statements take into accangtrequirement for an allowance for bad debts.
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12. FINANCIAL INSTRUMENTS (Cont'd)

The carrying amount of trade and other receivabled cash represents the maximum credit exposure. Th
Company has an allowance for doubtful accountslof#60 as at December 31, 2015.

Capital market risk and liquidity risk

Liquidity risk is the risk that the Company will nbe able to meet its financial obligations as tfelydue. The
Company has a planning and budgeting process itela help determine the funds required to suppat
Company’'s normal operating requirements on an anggoiasis. The Company ensures that there are isuffic
funds to meet its short-term business requiremégiking into account its anticipated cash flowsrfroperations
and its holdings of cash. The Company faces mathkgiaidity risk in that it has approximately $7280 in
accounts payable which are overdue at DecembeR@®15 and insufficient cash on hand to satisfy thislets
should they be demanded.

Historically, the Company's sole source of fundiveg been the issuance of equity securities for, gagharily
through private placements. The Company’s accefindncing is always uncertain. There can be narasge of
continued access to significant equity funding.

Contractual undiscounted cash flow requirementsémtractual obligations as at December 31, 20&5dae as
follows:

Duein 1-3 Duein4-12 Duein1-2 Due in >2

months months years years Total
$ $ $ $ $
Accounts payable and accrued liabilities 723,413 - - - 723,413
Due to related parties 24,561 - - - 24,561
Due to former related parties 287,766 - - - 287,766
Loans payable 1,544,847 - - - 1,544,847
2,580,58 - - - 2,580,58

Interest rate risk

The Company’s loans payable bear interest at a fizsée. The Company does not believe its overglbsure to
interest rate risk is significant and a 1% changéhe interest rate would have an insignificaneetffon net loss
and comprehensive loss.

Commodity price risk

The Company is exposed to material oil and gas caodlitynprice risk. A relative decrease in the pridenil and

gas would reduce the Company’s cash flows, redoeeadalizable market value of the Company’s oil gad

assets, reduce the Company’s economic reservesnake it more difficult for the Company to raise tbquity
capital required to meet its commitments and cauy its development-stage business plans. Managehasn
assessed that the Company’s degree of exposurentmadity price risk is material, but consistent hwihe

development stage oil and gas business operations.

Foreign exchangerisk

The Company currently generates $2,267 revenue &amtural gas well in the United States with ayiag
value of $1,084. Oil and gas commodities tende@iiced in US dollars therefore a decrease irvéthee of the
US dollar could have a material impact on the tssafl operations.

The Company’s operational results and financialitiprs are materially impacted by global financiahda
commodity market volatility over which it has nontml. The following sensitivity analysis is sugtjge of ways
in which the financial results of the Company megsonably be expected to be directly impacted hatility in
those markets:
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0] The Company is exposed to foreign currency riskitenUS dollar denominated assets and
financial liabilities. At December 31, 2015 then@dian dollar cost of paying the Company’s
US dollar denominated liabilities and property paptncommitments would increase nominally
resulting in a 1% increase in the value of the diad relative to the Canadian dollar.

(i) Oil and gas revenues would not be significgrithpacted by changes in oil and natural gas
prices.

Commaodity price risk affects the Company beyondritpact on realized revenue. In particular, the @any’'s

future ability to raise capital for developmentgaactivities is affected by, among many otherdia;tthe price of
oil and gas. Furthermore, changes in commodityegriwill also affect the price of oil and gas leases well as
exploration and drilling services and operatingteo£hanges in oil and gas prices will also deteenrthe

Company’s ultimate recoverable reserves.

13. CAPITAL MANAGEMENT

The primary capital management objective of the Gamy is to ensure adequate working capital is albkelto
fund both the board-approved business developmans fi.e. oil and gas exploration and developmentyl the
working capital requirements of each annual opegatiycle, while also seeking to minimize the risiested cost
of capital.

Capital is raised and retained for the purposes tanthe extent necessary to fund exploration angharate
overhead costs, subject to the availability of ficiag on acceptable terms. Given its objectives, @mmpany
determines the amount of capital to be raised atained based on the scope of its planned expboratttivities
and management’s assessment of the expected altgilabacceptably priced capital in future pergod

The Company defines capital as shareholders’ eghiitthe Company’s major asset class — oil andogaserties
without significant production — is highly illiquidrequiring significant additional expenditures ke fully
monetized, and as the Company is not yet earningneeme from oil and gas operations, management of
externally financed working capital is, by necegssd major function of the Company’s capital mamaget
program. The chief source of working capital isiggfinancing obtained through the sale of commbarss and
share purchase warrants, and the exercise of waraad options. The Company from time to time nez®ioans
from related and unrelated parties and trade ¢rieditsuch financial instruments are typically oslypplementary

to equity financings. In any case, the Company duesconsider debt to be a sustainable sourcepifataas in

the absence of positive cash flows from operatiangy; debt obtained must be retired with funds chiteough
equity financing.

The Company’s capital management plan seeks torerslequate resources are available to fund iteitaest
through the balance of the current fiscal yearighificant measure used in assessing capital adggaahus the
expected number of days of operations that camieed from current working capital. Capital levate deemed
sufficient if they can fund the balance of the amrexploration season and development goals artidarporate
overhead expenses in the near term. The Compaky fadficient capital to carry out development ond its
corporate overhead expenses through the year evideth 31, 2016. Management must seek one or marigyeq
financings to finance activities in the future pels. Additional capital raised will be investednpaiily in oil and
gas exploration and development activities.

Financing, and thus capital spending on exploratioh generally be limited to the extent that dapis available
on acceptable terms. The acceptability of finanterqis is generally determined by reference tgteegailing
market price of the Company’s shares. The termstinoh the Company obtains financings are furtheemor
subject to the guidelines of the TSX-V.

The Company is not subject to material externalipésed capital constraints.
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