MANAGEMENT’S REPORT

To the Shareholders of Altura Energy Inc.
Management's Responsibility on Financial Statements

The annual consolidated financial statements of Altura Energy Inc. as at and for the years ended December 31, 2016 and
December 31, 2015 were prepared by management within acceptable limits of materiality and are in accordance with
International Financial Reporting Standards. Management is responsible for the integrity of the consolidated financial
statements.

The consolidated financial statements have been prepared by management in accordance with the accounting policies as
described in the notes to the consolidated financial statements. Timely release of financial information sometimes necessitates
the use of estimates when transactions affecting the current accounting period cannot be finalized until future periods. When
necessary, such estimates are based on informed judgments made by management. Management has designed and
maintains an appropriate system of internal controls to provide reasonable assurance that all assets are safeguarded and
financial records are properly maintained to facilitate the preparation of consolidated financial statements for reporting
purposes.

KPMG LLP, an independent firm of Chartered Public Accountants appointed by shareholders, have conducted an examination
of the corporate and accounting records to express their audit opinion on the consolidated financial statements. The Audit
Committee, consisting of non-management directors, has met with representatives of KPMG LLP and management to
determine if management has fulfilled its responsibilities in the preparation of the consolidated financial statements. The
Board of Directors has approved the consolidated financial statements on the recommendation of the Audit Committee.

/s/ David Burghardt /s/ Tavis Carlson
President and Chief Executive Officer Vice-President, Finance and Chief Financial Officer

March 22, 2017
Calgary, Alberta
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Altura Energy Inc.

We have audited the accompanying consolidated financial statements of Altura Energy Inc., which comprise the consolidated
balance sheets as at December 31, 2016 and December 31, 2015, the consolidated statements of loss and comprehensive loss,
changes in shareholders’ equity and cash flows for the years then ended, and notes, comprising 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 our 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, we
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 consolidated financial position
of Altura Energy Inc. as at December 31, 2016 and December 31, 2015, and its consolidated financial performance and its
consolidated cash flows for the years then ended in accordance with International Financial Reporting Standards.

/s/ "KPMG LLP"
Chartered Professional Accountants

March 22, 2017
Calgary, Canada
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CONSOLIDATED BALANCE SHEETS

As at
($000) December 31, 2016 December 31, 2015
ASSETS
Current assets
Cash and cash equivalents 8,659 22,389
Accounts receivable (note 14) 2,276 468
Prepaid expenses and deposits 72 30
Investment (note 9) - 238
11,007 23,125
Exploration and evaluation (note 7) 7,865 1,768
Property and equipment (note 8) 27,043 16,055
Total assets 45,915 40,948
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities 2,552 996
Decommissioning liability (note 11) 6,181 2,626
Total liabilities 8,733 3,622
SHAREHOLDERS' EQUITY
Share capital (note 12) 37,712 37,712
Performance warrants (note 12e) 938 289
Contributed surplus 3,087 2,631
Deficit (4,555) (3,306)
Total shareholders' equity 37,182 37,326
Commitment (note 18)
Total liabilities and shareholders' equity 45,915 40,948

See accompanying notes to the consolidated financial statements.

Approved by the Board of Directors

/s/ Robert Maitland /s/ John McAleer
Director Director
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CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS

($000, except per share amounts) 2016 2015
REVENUE
Petroleum and natural gas sales 8,390 5,583
Royalties (609) (242)
Interest income 160 54
7,941 5,395
EXPENSES AND OTHER ITEMS
Operating 1,908 1,459
Transportation 561 361
General and administrative 1,713 1,392
Transaction costs 12 1,073
Exploration expense 67 -
Share-based compensation (note 12) 940 689
Interest and financing charges 36 31
Depletion, depreciation and amortization (notes 7 and 8) 4,098 2,387
Accretion of decommissioning liability (note 11) 45 32
Impairment (notes 7 and 8) - 2,351
9,380 9,775
OTHER INCOME (EXPENSES)
Flow-through share renunciation - 330
Gain (loss) on investment (note 9) 120 (95)
Gain on disposition of assets (note 8) 70 -
190 235
Loss before taxes (1,249) (4,145)
Deferred tax recovery (note 13) - (336)
Loss and comprehensive loss (1,249) (3,809)
Loss per share, basic and diluted (note 12d) (0.01) (0.06)

See accompanying notes to the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Retained
Share Performance Contributed earnings

($000) capital Warrants warrants surplus (deficit) Total Equity
Balance, December 31, 2014 13,046 1,295 - 967 559 15,867
Issued on recapitalization (note 12b) 24,620 - - - - 24,620
Issued on rights offering (note 12b) 344 - - - - 344
Share issue costs (note 12b) (256) - - - - (256)
Exercise of stock options (note 12c) 188 - - (63) - 125
Repurchase of common shares

(note 12b) (230) - - - (56) (286)
Repurchase of warrants - (25) - - - (25)
Expiry of warrants - (1,270) - 1,270 - -
Share-based compensation expense

(note 12) - - 278 411 - 689
Share-based compensation capitalized

(note 12) - - 11 46 - 57
Loss for the year - - - - (3,809) (3,809)
Balance, December 31, 2015 37,712 - 289 2,631 (3.306) 37,326
Repurchase of performance warrants

(note 12e) - - (5) - - (5)
Share-based compensation expense

(note 12) - - 572 368 - 940
Share-based compensation capitalized

(note 12) - - 82 88 - 170
Loss for the year - - - - (1,249) (1,249)
Balance, December 31, 2016 37,712 - 938 3,087 (4,555) 37,182

See accompanying notes to the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

($000) 2016 2015
CASH FLOW FROM OPERATING ACTIVITIES
Loss for the year (1,249) (3,809)
Items not involving cash:
Deferred tax recovery (note 13) - (336)
Depletion, depreciation and amortization (notes 7 and 8) 4,098 2,387
Accretion of decommissioning liability (note 11) 45 32
Share-based compensation (note 12) 940 689
(Gain) loss on investment (note 9) (120) 95
Flow-through share renunciation - (330)
Impairment (notes 7 and 8) - 2,351
Gain on disposition of assets (note 8) (70) -
Decommissioning liabilities settled (note 11) 9) (10)
Change in non-cash working capital (note 16) (1,298) 138
2,337 1,207
CASH FLOW FROM (USED IN) FINANCING ACTIVITIES
Proceeds from the issuance of common shares less share issue costs (note 12b) - 24,709
Repurchase of common shares (note 12b) - (286)
Repurchase of warrants - (25)
Repurchase of performance warrants (note 12¢) (5) -
Proceeds from the exercise of stock options (note 12¢) - 125
(5) 24,523
CASH FLOW USED IN INVESTING ACTIVITIES
Property and equipment expenditures (6,811) (1,892)
Exploration and evaluation asset expenditures (6,713) (1,061)
Property acquisitions (note 6) (4,093) (2571)
Property dispositions (note 8) 125 20
Disposition of investment (note 9) 358 -
Change in non-cash working capital (note 16) 1,072 (338)
(16,062) (3,522)
CHANGE IN CASH AND CASH EQUIVALENTS (13,730) 22,208
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 22,389 181
CASH AND CASH EQUIVALENTS, END OF YEAR 8,659 22,389
Cash and cash equivalents consists of:
Cash in bank account 2,528 2,389
Cash in short-term investments 6,131 20,000
8,659 22,389
Cash interest paid 36 31

See accompanying notes to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at and for the years ended December 31, 2016 and 2015

REPORTING ENTITY

Altura Energy Inc. ("Altura" or the "Corporation") is an oil and gas exploration and production company with
producing properties in east central Alberta. The Corporation is headquartered in Calgary and is an Alberta-based
reporting entity whose shares are listed on the TSX Venture Exchange under the symbol: ATU.V. Altura's principal
place of business is located at 200, 640 5th Avenue SW Calgary, Alberta, T2P 3G4.

On July 31, 2015, the Corporation closed a definitive reorganization and investment agreement (the
"Reorganization") which provided for a non-brokered private placement (note 12b), appointment of a new
management team and a future rights offering to shareholders.

On September 30, 2015, shareholders of the Corporation agreed to rename the Corporation from Northern Spirit
Resources Inc. to Altura Energy Inc. and to consolidate the number of common shares on a ten for one basis. The
name change and share consolidation was effected on October 16, 2015. The number of shares, warrants and
options outstanding have been adjusted on a retroactive basis.

2. BASIS OF PRESENTATION

(a) Statement of Compliance

These consolidated financial statements (the "financial statements") have been prepared in accordance with
International Financial Reporting Standards ("IFRS") as issued by the International Accounting Standards Board
("IASB").

These financial statements were approved by the Board of Directors on March 22, 2017.

(b) Basis of Measurement and Principles of Consolidation

These financial statements have been prepared on a historical cost basis, with the exception of Altura's
investment and include the accounts of Altura and its wholly-owned subsidiary. All inter-entity transactions
have been eliminated.

(c) Functional and Presentation Currency

The financial statements are presented in Canadian dollars, which is the Corporation and its subsidiary's
functional currency.

(d) Use of Estimates and Judgement

The preparation of financial statements in accordance with IFRS requires management to make judgements,
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent
assets and liabilities and the reported amounts of revenue and expenses during the reporting period. Actual
results could differ as a result of using estimates.

Critical judgments in applying accounting policies:

The following are critical judgments that management has made in the process of applying accounting policies
and that have the most significant effect on the amounts recognized in the financial statements.
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The determination of a cash generating unit ("CGU") and whether an acquisition transaction constitutes a
business combination is subject to management judgments. The recoverability of property and equipment
and exploration and evaluation assets are assessed at the CGU level. A CGU is the lowest level at which there
are identifiable cash inflows that are largely independent of the cash inflows of other CGUs. The determination
of these CGUs was based on management’'s judgment in regards to shared infrastructure, geographical
proximity, petroleum type and similar exposure to market risk and materiality. Each acquisition transaction is
reviewed by management and judgment is used when determining if the transaction met the IFRS 3 inputs
and processes criteria for business combinations.

Management applies judgment in assessing the existence of indicators of impairment and impairment
recovery based on various internal and external factors. The recoverable amount of a CGU or of an individual
asset is determined as the greater of its fair value less costs of disposal and its value in use. The key estimates
Altura applies in determining an acceptable range of recoverable amounts normally includes information on
future commodity prices, expected production volumes, quantity of reserves, future development and
operating costs, discount rates, and income taxes.

The application of the Corporation's accounting policy for exploration and evaluation assets requires
management to make certain judgments as to future events and circumstances as to whether economic
quantities of reserves will be found so as to assess if technical feasibility and commercial viability has been
achieved.

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.

Key sources of estimation uncertainty:

The following are key estimates and the assumptions made by management affecting the measurement of
balances and transactions in these financial statements.

The amounts recorded for the depletion of property and equipment, the provision for decommissioning
liability and the amounts used in the impairment calculations are based on estimates of petroleum and natural
gas reserves and future costs to develop those reserves. By their nature, these estimates of reserves, costs and
related future cash flows are subject to uncertainty, and the impact on the financial statements of future
periods could be material.

The decommissioning liability amounts recorded are based on estimates of inflation rates, risk-free rates,
timing of abandonments and future abandonment costs, all of which are subject to uncertainty. Actual results
could differ as a result of using estimates.

Share-based compensation expense involves the estimate of the fair value of stock options and performance
warrants at time of issue. The estimate involves assumptions regarding the life of the option or warrant,
dividend yields, interest rates, and volatility of the security subject to the option. The charge is measured using
the Black-Scholes option pricing model, which could be replaced by a pricing model producing different
results.

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 being acquired.

Income tax liabilities and assets are recognized for the estimated tax consequences attributable to differences
between the amounts reported in the financial statements and their respective tax bases, using enacted or
substantively enacted income tax rates. The effect of a change in income tax rates on deferred income tax
liabilities and assets is recognized in income (loss) in the period that the change occurs. The actual amount of
income tax may be greater than or less than the estimates and the differences may be material.

Altura follows the accrual method of accounting, making estimates in its financial and operating results. This
may include estimates of revenues, royalties, operating, transportation and other expenses and capital items
related to the period being reported, for which actual results have not yet been received. It is expected that
these accrual estimates will be revised, upwards or downwards, based on the receipt of actual results.
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3. SIGNIFICANT ACCOUNTING POLICIES

(a) Revenue recognition

Revenue from the sale of petroleum and natural gas is recognized when volumes are delivered and title passes
to an external party at contractual delivery points and collection is reasonably assured and are recorded gross
of transportation charges incurred by the Corporation. The costs associated with the delivery, including
transportation and production-based royalty expenses, are recognized in the same period in which the related
revenue is earned and recorded.

(b) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, deposits and term investments held with a financial
institution with an original maturity of three months or less.

(c) Jointly owned assets

Many of the Corporation’s oil and natural gas activities involve jointly owned assets. The financial statements
include Altura’s share of these jointly owned assets and a proportionate share of the relevant revenue and
related costs.

(d) Share-based compensation

The Corporation accounts for its share-based compensation plan using the fair value method, which is
estimated using the Black-Scholes model. Under this method, a compensation expense is charged over the
vesting period for stock options and performance warrants granted using the graded vesting method with a
corresponding increase to contributed surplus. Upon exercise of the stock options or performance warrants,
consideration paid, together with the amount previously recognized in contributed surplus, is recorded as an
increase to share capital. Forfeitures of stock options and performance warrants are estimated on the grant
date and are adjusted to reflect the actual number of options that vest.

(e) Exploration and evaluation assets

Exploration and Evaluation ("E&E") costs incurred prior to acquiring the legal right to explore in an area are
charged directly to income (loss). Costs incurred after the legal right to explore is obtained, but before
technical feasibility and commercial viability of the area has been established, are capitalized as E&E assets.
These costs generally include unproved property acquisition costs, geological and geophysical costs, sampling
and appraisals, drilling and completion costs and other directly attributable administrative costs.

Once an area is determined to be technically feasible and commercially viable the accumulated costs are tested
for impairment. The carrying value, net of any impairment, is then reclassified to property and equipment as
a Developed and Producing ("D&P") asset. If an area is determined not to be technically feasible and
commercially viable, or the Corporation discontinues its exploration and evaluation activity, any unrecoverable
costs are charged to income (loss).

(f) Property and equipment

Property and equipment, which include oil and gas D&P assets and administrative assets, are measured at cost
less accumulated depletion, depreciation and accumulated impairment losses. D&P assets include mineral
lease acquisitions, geological and geophysical, drilling and completion, facility and production equipment,
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other directly attributable administrative costs and the initial estimate of the costs of dismantling and removing
an asset and restoring the site on which it was located.

Gains and losses on disposals of properties are determined by comparing the proceeds to the net carrying
value of the properties and are recognized in income (loss).

(g) Depletion and depreciation

D&P and E&E assets, if producing, are separated into groups of assets with similar useful lives for the purposes
of performing depletion calculations. Depletion expense is calculated on the unit-of-production basis based
on:

(i) total estimated proved and probable reserves calculated in accordance with National Instrument 51-101,
Standards of Disclosure for Oil and Gas Activities;

(i) total capitalized costs plus estimated future development costs of proved and probable reserves,
including future estimated asset retirement costs; and

(iii) relative volumes of petroleum and natural gas reserves and production, before royalties, converted at the
energy equivalent conversion ratio of six thousand cubic feet of natural gas to one barrel of oil.

Administrative assets are depreciated using the declining balance method over the useful lives of the assets.

(h) Impairment

Developed and Producing Assets

D&P assets are aggregated into CGUs for the purposes of impairment testing. CGUs are groups of assets that
generate independent cash inflows and are generally defined based on geographic areas, with consideration
given to how the assets are managed.

D&P assets are reviewed for impairment at a CGU level when indicators of impairment exist. When indicators
of impairment exist, the carrying value of each CGU is compared to its recoverable amount which is defined as
the higher of its fair value less cost to sell or its value in use.

When the carrying value exceeds the recoverable amount an impairment loss is recognized in income (loss).

Reversals of impairments are recognized when events or circumstances that triggered the original impairment
have changed. Impairments can only be reversed in future periods up to the carrying amount that would have
been determined, net of depletion and depreciation, had no impairment losses been previously recognized.

Exploration and Evaluation Assets

E&E assets are assessed for impairment at the CGU level. Impairment tests are carried out when E&E assets are
transferred to development and production assets once an area is determined to be technically feasible and
commercially viable, and any time that circumstances arise which could indicate a potential impairment,
including land lease expiries. An impairment is recognized if the total carrying value of E&E assets exceed the
aggregate impairment cushions calculated for Altura’s CGUs and is applied to reduce the carrying amount of
E&E assets on a pro-rata basis. If E&E assets are subject to impairment testing in the same period in which
there is an indication of impairment in one of Altura’s CGUs, that CGU is first tested for impairment and any
resulting impairment loss is recorded prior to conducting impairment tests on E&E assets.
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Financial instruments

Non-derivative financial instruments

Non-derivative financial instruments are comprised of cash and cash equivalents, accounts receivable, accounts
payable and accrued liabilities, and bank debt, if any. Non-derivative financial instruments are recognized
initially at fair value plus any directly attributable transaction costs. Subsequent to initial recognition, non-
derivative financial instruments are measured at amortized cost using the effective interest method.

Altura's investment is measured at fair value with changes in fair value recognized in income (loss).

Decommissioning liabilities

The Corporation’s oil and gas operating activities give rise to dismantling, decommissioning and site
remediation activities.  Altura recognizes a liability for the estimated present value of the future
decommissioning liabilities at each balance sheet date using a risk-free discount rate. The associated
decommissioning cost is capitalized and amortized over the same period as the underlying asset. Changes in
the estimated liability resulting from revisions to estimated timing, amount of cash flows, or changes in the
discount rate are recognized as a change in the decommissioning liability and related capitalized
decommissioning cost.

Amortization of capitalized decommissioning costs is included in depreciation, depletion and amortization in
income (loss). Increases in decommissioning liabilities resulting from the passage of time are recorded as
accretion. Actual expenditures incurred are charged against the decommissioning liability.

Business combinations

Business combinations are accounted for using the acquisition method. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured at their fair values at the
acquisition date. The cost of an acquisition is measured as the fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at the acquisition date. The excess of the cost of the acquisition over
the fair value of the identifiable assets, liabilities and contingent liabilities acquired is recorded as goodwill. If
the cost of the acquisition is less than the fair value of the net assets acquired, the difference is recognized
immediately in net income (loss). Transaction costs associated with a business combination are expensed as
incurred.

Deferred income taxes

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 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 at the reporting dates.

Deferred tax is recognized in income (loss) except to the extent that it relates to items recognized directly in
equity, in which case it is recognized in equity. Deferred tax assets are only recognized for temporary
differences, unused tax losses and unused tax credits if it is probable that future tax amounts will arise to utilize
those amounts.

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, but they
intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realized
simultaneously.
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(m) Per share amounts

Basic per share amounts are computed by dividing income (loss) by the weighted average number of common
shares outstanding during the period. Diluted per share amounts reflect the potential dilution that would occur
if dilutive instruments were exercised and common shares issued.

(n) Interest income and expenses

Interest and financing charges include interest expense on borrowings, standby fees on the unutilized credit
facility, letter of credit fees issued against the credit facility and renewal fees of the credit facility. Interest
income is recognized as it is earned.

(o) Flow-through shares

The Corporation may issue flow-through shares to finance a portion of its capital expenditure program.
Pursuant to the terms of the flow-through share agreements, the tax deductions associated with the
expenditures are renounced to the subscribers. The difference between the value of the flow-through shares
issued and the value that would have been received for common shares as at the date of announcement of the
flow-through share issuance is initially recognized as a flow-through share premium liability. When the
expenditures are incurred, the liability is reduced, a deferred tax liability is recorded equal to the estimated
amount of deferred income tax payable by the Corporation as a result of the renunciation and the difference is
recognized as a deferred tax expense.

Proceeds received from the issuance of flow-through shares are restricted to be used only for Canadian
resources property exploration and/or development expenditures. The Corporation may also be subject to a
Part XI1.6 tax on flow-through proceeds renounced under the Look-back Rule, in accordance with Government
of Canada flow-through share regulations. When applicable, this tax is recorded in interest and financing
charges.

(p) Share capital

Proceeds from the issuance of common shares are classified as equity. Incremental costs directly attributable
to the issuance of shares, net of tax, are recognized as a deduction from equity.

(q) Change in presentation

Certain comparative information has been re-classified to conform to current presentation.

FUTURE CHANGES IN ACCOUNTING POLICIES

In April 2016, the IASB issued its final amendments to IFRS 15 "Revenue from Contracts with Customers"”, which
replaces IAS 18 "Revenue”, IAS 11 "Construction Contracts", and related interpretations. IFRS 15 provides a single,
principles-based five-step model to be applied to all contracts with customers. The standard requires an entity to
recognize revenue to reflect the transfer of goods and services for the amount it expects to receive, when control is
transferred to the purchaser. Disclosure requirements have also been expanded. The standard is required to be
adopted either retrospectively or using a modified retrospective approach for annual periods beginning on or after
January 1, 2018, with earlier adoption permitted. IFRS 15 will be applied by the Corporation on January 1, 2018.
Altura is currently assessing the impact of adopting IFRS 15, however, it anticipates that this standard will not have
a material impact on the Corporation’s financial statements.

In July 2014, the IASB completed the final elements of IFRS 9 "Financial Instruments". The standard supersedes
earlier versions of IFRS 9 and completes the IASB’s project to replace IAS 39 "Financial Instruments: Recognition
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and Measurement". |FRS 9, as amended, includes a principle-based approach for classification and measurement
of financial assets, a single 'expected loss’ impairment model and a substantially-reformed approach to hedge
accounting. The Standard will come into effect for annual periods beginning on or after January 1, 2018, with earlier
adoption permitted. As the Corporation does not currently apply hedge accounting it anticipates that this standard
will not have a material impact on Altura’s financial statements.

In January 2016, the IASB issued IFRS 16 "Leases", which replaces IAS 17 "Leases". For lessees applying IFRS 16, a
single recognition and measurement model for leases would apply, with required recognition of assets and liabilities
for most leases. The standard will come into effect for annual periods beginning on or after January 1, 2019, with
earlier adoption permitted if the entity is also applying IFRS 15 "Revenue from Contracts with Customers." The
standard is required to be adopted either retrospectively or using a modified retrospective approach. IFRS 16 will
be applied by Altura on January 1, 2019 and the Corporation is currently evaluating the impact of the standard on
Altura’s financial statements.

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/or
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 and equipment and exploration and evaluation assets

The fair value of property and equipment recognized in a business combination, is based on market values. The
market value of property and equipment is the estimated amount for which property and equipment could be
exchanged on 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 oil and natural gas interests (included in property and equipment) and intangible exploration and
evaluation assets is estimated with reference to the discounted cash flow expected to be derived from oil 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.

(i) Cash and cash equivalents, accounts receivable, deposits, accounts payable and accrued liabilities and bank
debt

The fair value of cash and cash equivalents, accounts receivable, deposits, accounts payable and accrued liabilities
and bank debt, if any, are estimated as the present value of future cash flow, discounted at the market rate of interest
at the reporting date. At December 31, 2016 and December 31, 2015, the fair value of these balances approximated
their carrying value due to their short term to maturity. The Corporation’s bank debt, if any, bears interest at a
floating rate and the margins charged by the lender are indicative of current credit spreads. Accordingly the fair
market value approximates the carrying value.

(ifi)  Investment

The fair value of the Corporation's investment in a publicly traded entity was determined using publicly quoted
market prices.

(iv)  Share-based payments

The fair value of share-based payments is measured using the Black-Scholes option-pricing model, taking into
account the terms and conditions upon which the awards were granted. Measurement inputs include share price
on measurement date, exercise price of the instrument, expected volatility in share price (based on weighted average
historical daily traded volatility), weighted average expected life of the instruments (based on historical experience
and general option holder behavior), expected dividend yield and the risk-free interest rate (based on government
bonds).
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The Corporation’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 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
inputs, including quoted forward prices for commodities, time value and volatility factors, which can be
substantially observed or corroborated in the marketplace.

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

Assessment of the significance of a particular input to the fair value measurement requires judgement and may
affect the placement within the fair value hierarchy level.

ACQUISITIONS

On September 14, 2016, Altura closed the acquisition of a producing petroleum and natural gas asset in the Killam
area of Alberta for cash consideration of $4.1 million. The acquisition was completed to further Altura’s growth
strategy of acquiring low decline oil weighted assets. The acquisition was accounted for as a business combination
using the acquisition method of accounting whereby the net assets acquired and the liabilities assumed are recorded
at fair value.

The asset acquired has contributed revenues of $480,000 and operating income of $148,000 since September 14,
2016. Had the acquisition closed on January 1, 2016, estimated contributed revenues would have been $1.4 million
and estimated contributed operating income would 