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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  
 

($000) 
Share 

capital Warrants 
Performance  

warrants 
Contributed 

surplus 

Retained 
earnings 
(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 12e)   (5) - 
Proceeds from the exercise of stock options (note 12c)   - 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) (251) 
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 
 

1. 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;  

(ii) 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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(i) 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).  

 

(j) 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. 

 

(k) 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. 

 

(l) 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 XII.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. 

 

4. 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".  IFRS 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. 

 

5. 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.  

(i) 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. 

(ii) 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. 

(iii) 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.  

 

6. 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 have been $0.4 million for year ended December 31, 2016.  The 
additional oil and gas revenues and operating income are estimates and may not be representative of the results 
had the acquisitions actually occurred on January 1, 2016. 

Net assets acquired ($000)  
Property and equipment 5,225 
Prepaid expenses and deposits 68 
Decommissioning liability (1,200) 
 4,093 
Consideration  
Cash 4,093 

The accounting for this acquisition will be finalized after all actual results have been obtained and the final fair values 
of the assets and liabilities have been determined.  Accordingly, the above acquisition accounting may be subject 
to change. 

In 2015 the Corporation acquired increased working interests of non-producing properties in the Wildmere area for 
cash proceeds of $251,000.  The Corporation also assumed $133,000 in a decommissioning liability.   
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7. EXPLORATION AND EVALUATION 

The following table reconciles Altura's exploration and evaluation ("E&E") assets: 

($000) Total 
Balance, December 31, 2014 1,446 

Additions 1,067 
Transfers to property and equipment  (33) 
Impairment  (712) 

Balance, December 31, 2015 1,768 
Additions 6,789 
Transfers to property and equipment (933) 
Change in decommissioning costs 406 
Depletion (165) 

Balance, December 31, 2016 7,865 

E&E assets consist of the Corporation's projects that have yet to be established as technically feasible and 
commercially viable.  Additions represent Altura�s share of costs incurred on E&E assets during the periods.  Altura 
capitalized cash and non-cash administrative costs directly attributable to E&E additions of $217,000 in the year 
ended December 31, 2016 (December 31, 2015 – $19,000). 

Altura has an E&E property that has sales of petroleum products associated with production from a new well.  The 
well was drilled in a new pool in the Leduc-Woodbend area but it is too early to assess commercial viability due to 
limited production history and no direct offsetting wells in the area.  Altura expects Leduc-Woodbend to be a key 
growth area for the Corporation.  For the year ended December 31, 2016, the operating results of this well have 
been recognized in income (loss) and comprised sales of crude oil, natural gas, and natural gas liquids of $322,000, 
royalties of $62,000, operating expenses of $116,000, and transportation expenses of $10,000.  All operating cash 
flows associated with E&E assets for the year ended December 31, 2016, are reflected in cash flow from operating 
activities.  Altura recorded depletion expense from E&E assets of $165,000 in income (loss) for the year ended 
December 31, 2016. 

Impairment 

At December 31, 2016, Altura evaluated its E&E assets for indicators of any potential impairment or related reversal.  
As a result of this assessment, no indicators were identified and no impairment or related reversal was recorded on 
Altura's E&E assets for the year ended December 31, 2016. 

In the year ended December 31, 2015, the Corporation recognized impairment of $712,000 on E&E assets related 
to exploration activities in certain areas with carrying values estimated to exceed the recoverable amounts.   During 
the year ended December 31, 2015, the Corporation determined there to be indicators of impairment regarding 
these E&E assets, based on the prolonged decline of crude oil prices, reallocations of future capital spending and 
upcoming land expiries.  As a result, the Corporation impaired these E&E assets principally comprised of historic 
land acquisition costs. 
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8. PROPERTY AND EQUIPMENT 

The following table reconciles Altura's property and equipment: 

Cost 
($000) 

Developed and 
Producing Assets  

Administrative 
Assets Total 

Balance, December 31, 2014 19,739 4 19,743 
Additions 1,913 31 1,944 
Acquisitions 383 - 383 
Dispositions (20) - (20) 
Transfers from E&E assets 33 - 33 
Change in decommissioning costs  588 - 588 

Balance, December 31, 2015 22,636 35 22,671 
Additions 6,929 5 6,934 
Acquisition (note 6) 5,225 - 5,225 
Disposition (124) - (124) 
Transfers from E&E assets 933 - 933 
Change in decommissioning costs  1,938 - 1,938 

Balance, December 31, 2016 37,537 40 37,577 
    
Depletion, depreciation and impairment 
($000)    
Balance, December 31, 2014 (2,586) (3) (2,589) 

Depletion, depreciation and amortization (2,383) (5) (2,388) 
Impairment (1,639) - (1,639) 

Balance, December 31, 2015 (6,608) (8) (6,616) 
Depletion, depreciation and amortization (3,924) (9) (3,933) 
Disposition 15 - 15 

Balance, December 31, 2016 (10,517) (17) (10,534) 
    
Carry amounts 
($000)    
As at December 31, 2015 16,028 27 16,055 
As at December 31, 2016 27,020 23 27,043 

At December 31, 2016, estimated future development costs of $16.8 million (December 31, 2015 – $9.2 million) 
associated with the development of the Corporation�s proved and probable reserves were added to the 
Corporation�s net book value in the depletion and depreciation calculation.  Altura capitalized cash and non-cash 
administrative costs directly attributable to property and equipment of $197,000 in the year ended December 31, 
2016 (December 31, 2015 – $193,000). 

Dispositions 

In 2016 the Corporation divested minor non-producing properties for aggregate proceeds of $125,000.  Altura 
recorded a gain of $70,000 on the dispositions in the year ended December 31, 2016. 

In 2015, the Corporation divested a minor non-producing property for $20,000.  The Corporation did not record a 
gain or loss on the divesture as the carrying value approximated the proceeds received.  

Impairment 

At December 31, 2016, Altura evaluated its D&P assets for indicators of any potential impairment or related reversal.  
As a result of this assessment, no indicators were identified and no impairment or related reversal was recorded for 
the year ended December 31, 2016. 

Altura conducted tests of impairment on September 30, 2015 and December 31, 2015 on all of its CGUs as a result 
of decreases in the outlook of future commodity prices as well as, in some CGUs, negative technical reserve revisions 
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in areas with little capital development activity in that year and decreased undeveloped land fair values.  As a result 
of the impairment tests conducted during the three and nine months ended September 30, 2015, Altura recorded 
impairment charges to its D&P assets of $1.6 million.  No further impairment was recorded at December 31, 2015. 

In estimating the recoverable amount of each CGU, the following information was incorporated:  

the net present value of the before tax cash flows from proved plus probable oil and gas reserves of each CGU 
at December 31, 2015 based on reserves estimated by an independent reserves evaluator.  The September 30, 
2015 reserves were estimated by a member of management who is a qualified reserves evaluator;  

the fair value of undeveloped land based on management estimates; and, 

recent transactions completed within the industry on assets with similar geological and geographic 
characteristics within the relevant CGU. 

Key input estimates used in the determination of cash flows from oil and gas reserves include the following:  

a) Reserves and resources – Assumptions that are valid at the time of reserve and resource estimation may 
change significantly when new information becomes available. Changes in forward price estimates, production 
costs, required capital expenditures or recovery rates may change the economic status of reserves and 
resources and may ultimately result in reserves and resources being restated. 

b) Crude oil and natural gas prices – Forward price estimates of the crude oil and natural gas prices are used in 
the cash flow model. Commodity prices have fluctuated widely in recent years due to global and regional 
factors including supply and demand fundamentals, inventory levels, exchange rates, weather, economic and 
geopolitical factors.  

c) Discount rate – The discount rate used to calculate the net present value of cash flows is based on estimates 
of an approximate industry peer group weighted average cost of capital. Changes in the general economic 
environment could result in significant changes to this estimate. 

The estimated recoverable amounts were based on value in use calculations using a 12.5 percent before tax discount 
rate, which was based on an estimated industry weighted average cost of capital for the assets in the CGUs, and the 
following forward commodity price estimates: 

 

WTI Oil 
($US/bbl)(1,2) 

Western 
Canadian Select 

Crude Oil 
($CAD/bbl) (1,2) 

AECO gas 
($CAD/mmbtu) 

(1,2) 
 

$US/$CAD(1,2) 
2016 55.00 56.60 3.35 0.76 
2017 61.20 61.70 3.65 0.78 
2018 65.00 65.60 3.85 0.78 
2019 69.00 68.00 4.00 0.80 
2020 73.10 72.20 4.25 0.80 
2021 77.30 76.50 4.45 0.80 
2022 81.60 81.00 4.70 0.80 
2023 86.20 85.70 5.00 0.80 
thereafter +2.0%/yr +2.0%/yr +2.0%/yr  

(1) Source: Independent external reserves evaluator. October 1, 2016 price forecast. 
(2) Product sale prices will reflect these reference prices with further adjustments for product quality differentials and 

transportation to point of sale. 

The results of the impairment tests are sensitive to changes in any of the key judgments, such as a revision in reserves 
or resources, a change in forecast commodity prices, expected royalties, required future development capital 
expenditures or expected future production costs, which could decrease or increase the recoverable amounts of 
assets and result in additional impairment charges or recovery of impairment charges. 
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9. INVESTMENT 

In 2016 the Corporation sold its entire investment of common shares in the share capital of a publicly traded 
company for $358,000 net of transaction costs.  For the year ended December 31, 2016, the Corporation recorded 
a gain on sale of $120,000 (December 31, 2015 – loss on fair value redetermination of $95,000). 
 
 

10. CREDIT FACILITY 

The Corporation has a revolving operating demand loan (the "Credit Facility") with a Canadian chartered bank (the 
"Lender") with a maximum borrowing limit of $4.0 million.  The Credit Facility is payable on demand and bears 
interest at a rate equal to the Lender�s prime rate plus 1.50 percent per annum on the outstanding principal, payable 
monthly.  The Credit Facility can be drawn in whole multiples of a minimum of $10,000, and letters of credit and/or 
letters of guarantee can be issued not exceeding an aggregate of $0.5 million.  A standby fee calculated at a rate of 
0.35 percent per annum on the unused portion of the authorized amount is payable monthly.  

The Credit Facility is secured by a general security agreement providing a security interest over all present and after 
acquired property, a floating charge on all lands, and a $12.0 million debenture with a first floating charge over all 
assets of the Corporation.  Altura is subject to certain reporting and financial covenants that require the Corporation 
to maintain a working capital ratio of at least 1:1, but for the purposes of the covenant, the Credit Facility and the 
fair value of any commodity contracts are excluded and the unused portion of the Credit Facility is added to current 
assets.  As at December 31, 2016, the working capital ratio as defined was 5.9:1 (December 31, 2015 – 29.8:1).  The 
next review date for the Credit Facility has been set for May 31, 2017. 

As at December 31, 2016, the Credit Facility was undrawn, however, the Corporation had an outstanding letter of 
credit for $50,000 (December 31, 2015 - $nil). 

 

11. DECOMMISSIONING LIABILITY 

The Corporation�s decommissioning liability results from net ownership interests in petroleum and natural gas 
properties and equipment including well sites and facilities. Altura estimates the total undiscounted and un-
escalated amount of cash flows required to settle its decommissioning obligations as at December 31, 2016 to be 
approximately $6.3 million (December 31, 2015 – $2.5 million) with the majority of costs anticipated to be incurred 
between 2023 and 2034.  A risk-free discount rate of 2.3 percent (December 31, 2015 – 1.4 percent) and an inflation 
rate of 2.0 percent (December 31, 2015 – 2.0 percent) was used to calculate the fair value of the decommissioning 
liability.  A reconciliation of the decommissioning liability is provided below: 
 

($000) 
Year ended  

December 31, 2016 
Year ended  

December 31, 2015 
Balance, beginning of year 2,626 1,883 

Additions 1,028 106 
Liabilities acquired (note 6) 1,200 133 
Liabilities disposed (25) - 
Change in estimates(1) (1,393) 445 
Revaluation of liabilities acquired(2) 2,709 37 
Decommissioning liabilities settled (9) (10) 
Accretion 45 32 

Balance, end of year 6,181 2,626 
(1) The change in estimates consists of a change in the risk-free discount rate of $1,055,000 (December 31, 2015 – $74,000) and a change 

in abandonment and remediation cost estimates and future abandonment dates of $338,000 (December 31, 2015 – $371,000). 
(2) Amount relates to the revaluation of acquired decommissioning liabilities using a risk-free discount rate.  At the date of acquisitions 

decommissioning obligations were estimated using a credit adjusted discount rate of 10%.  
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12. SHARE CAPITAL 

(a)  Authorized: 
 Unlimited number of voting common shares.  
 Unlimited number of preferred shares issuable in series, with rights and privileges to be designated by the 
Board of Directors at the time of issuance.  

(b) Issued and outstanding: 

 
Number of  

common shares  Amount ($000) 
Balance, December 31, 2014 35,327,599 13,046 
Repurchase of common shares (i) (624,200) (230) 
Exercise of stock options  250,000 188 
Issuance of common shares on recapitalization (ii) 62,723,526 21,169 
Issuance of units on recapitalization (ii) 10,223,953 3,451 
Issuance of common shares on rights offering (iii) 1,020,125 344 
Fractional rounding on share consolidation (30) - 
Share issue costs (iv) - (256) 
Balance, December 31, 2015 and December 31, 2016 108,920,973 37,712 

On October 19, 2015 the Corporation completed a 10 to 1 common share consolidation. The number of shares, 
warrants and options outstanding have been adjusted on a retroactive basis. 

i) On December 18, 2014, the TSX Venture Exchange authorized the Corporation�s notice to make a normal 
course issuer bid ("NCIB") to purchase for cancellation of up to 2,315,134 common shares of the Corporation 
on the open market during the period from December 24, 2014 to December 24, 2015.  For the year ended 
December 31, 2015, the Corporation purchased a total of 624,200 common shares for cancellation at a 
weighted average price of $0.46 per share pursuant to the NCIB, which excludes the fees incurred to implement 
the NCIB program.  The excess of the purchase price over the book value of $56,000 was charged to deficit. 

ii) On July 31, August 28, and September 4, 2015, the Corporation closed three tranches of a non-brokered private 
placement issuing (i) 10,223,953 units ("Units") at a price of $0.3375 per unit to insiders, directors and 
management and (ii) 62,723,526 common shares of the Corporation at a price of $0.3375 per common share 
for aggregate gross proceeds of $24.6 million. Each Unit is comprised of one common share and one common 
share purchase warrant (a "Performance Warrant").  Each Performance Warrant will entitle the holder to 
purchase one common share at a price of $0.449 per share for a period of five years (note 12e). 

iii) On October 9, 2015, the Corporation completed a rights offering to shareholders of the Corporation (the 
"Rights Offering").  Under the Rights Offering, holders of common shares of the Corporation subscribed for 
and purchased an aggregate of 1,020,125 common shares at a price of $0.3375 per common share, resulting 
in gross proceeds to the Corporation of $344,000.  

iv) Share issue costs on the private placement and Rights Offering totaled $256,000. 

(c) Stock options: 

The Corporation has a stock option plan for directors, employees and service providers.  Under the plan, options 
may be granted to purchase up to 10 percent of the outstanding shares of Altura and the maximum term of 
options granted is five years.  Unless otherwise determined by the Board of Directors at the time of grant, options 
vest as to one-third on each of the first, second and third anniversary dates of the date of grant.   

No stock options were exercised in the year ended December 31, 2016.  For stock options exercised during the 
year ended December 31, 2015, the weighted average trading price was $0.50 per common share.   
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A summary of the Corporation's outstanding stock options at December 31, 2016 is presented below: 

 
Number of  

Stock Options 
Weighted Average 

Exercise Price ($) 
Balance, December 31, 2014 1,510,000 1.00 

Granted 5,500,000 0.38 
Exercised (250,000) 0.50 
Cancelled (2,810,000) 0.77 

Balance, December 31, 2015  3,950,000 0.34 
Granted 2,120,000 0.27 
Forfeited (500,000) 0.34 

Balance, December 31, 2016 5,570,000 0.31 

The range of exercise prices for stock options outstanding and exercisable under the plan at December 31, 2016 
is as follows: 

Exercise Prices Awards Outstanding Awards Exercisable 

Low ($) High ($) Quantity 

Remaining 
contractual 
life (years) 

Exercise 
Price Quantity 

Remaining 
contractual 
life (years) 

Exercise 
Price ($) 

0.27 0.34 5,570,000 4.3 0.31 1,150,003 3.9 $0.34 
  5,570,000 4.3 0.31 1,150,003 3.9 $0.34 

The fair value of each option granted in the year is estimated using the Black-Scholes option-pricing model with 
weighted average assumptions for grants as follows: 

 
  Year ended 

December 31, 2016 
Year ended 

December 31, 2015 
Weighted average fair value of options 
granted ($)   0.18 0.24 
Risk-free interest rate (%)   0.79 0.73 
Expected life (years)   3.5 3.4 
Expected volatility (%)   100.4 105.4 
Estimated forfeiture rate (%)   5.0 7.0 
Expected dividends ($)   - - 

The Corporation�s share-based payments relating to stock options for the year ended December 31, 2016 was 
$456,000 (December 31, 2015 – $457,000) of which $88,000 was capitalized (December 31, 2015 – $46,000).   

(d) Weighted average common shares: 

   
Year ended 

December 31, 2016 
Year ended 

December 31, 2015 
Basic    108,920,973 65,619,077 
Diluted   108,920,973 65,619,077 

For the year ended December 31, 2016, 5,570,000 stock options and 9,749,879 Performance Warrants were 
excluded from the weighted average number of common shares as they were anti-dilutive (December 31, 2015 
– 3,950,000 stock options and 10,223,953 Performance Warrants). 
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(e) Performance Warrants:   

A summary of the Corporation's outstanding performance warrants at December 31, 2016 is presented below: 

 
Number of  

Performance Warrants 
Weighted Average 

Exercise Price ($) 
Balance, December 31, 2014 - - 

Granted 10,223,953 0.449 
Balance, December 31, 2015  10,223,953 0.449 

Forfeited (474,074) 0.449 
Balance, December 31, 2016 9,749,879 0.449 

The Performance Warrants vest and become exercisable as to one-third upon the 20-day weighted average 
trading price of the common shares equaling or exceeding $0.675, an additional one-third upon the trading 
price equaling or exceeding $0.901 and a final one-third upon the trading price equaling or exceeding $1.124. 
The Performance Warrants expire on July 31, and August 28, 2020.  As at December 31, 2016 no warrants are 
exercisable.  On the grant date the weighted average fair value of $0.27 per Performance Warrant was determined 
using an adjusted Black Scholes model using the following assumptions: exercise price of $0.449 per warrant; 
risk free rate of 0.95 percent; volatility of 110 percent; forfeiture rate of 0 percent; and expected life ranging from 
3.0 to 5.0 years.  The Corporation�s share-based payments relating to Performance Warrants for the year ended 
December 31, 2016 was $654,000 (December 31, 2015 – $289,000) of which $82,000 was capitalized (December 
31, 2015 – $11,000).  The fair value of the Performance Warrants is being expensed over the expected life. 

In 2016 Altura repurchased 474,074 Performance Warrants for cancellation for $5,000 from a former officer of 
the Corporation, pursuant to the terms of the July 6, 2015 reorganization and investment agreement. 

 

13. INCOME TAXES 

The provision for income tax in the financial statements differs from the result which would have been obtained by 
applying the combined federal and provincial income tax rates to the Corporation�s income (loss) before income 
taxes. This difference results from the following items: 

($000) 
Year ended  

December 31, 2016 
Year ended  

December 31, 2015 
Net loss before income taxes (1,249) (4,145) 
Combined federal and provincial income tax rate 27% 26.0% 
Computed income tax recovery (337) (1,078) 
Increase (decrease) in income taxes resulting from:   

Non-deductible share-based compensation 259 180 
Non-deductible expenses  2 1 
Flow-through share expenditures - (86) 
Change in estimates and other (8) 142 
Non-deductible portion of eligible capital 
expenditures - 70 
Non-deductible portion of capital loss  (16) - 
Tax benefits not recognized 100 435 

 - (336) 

The income tax rate change is due to an increase in the Alberta provincial corporate tax rate from 10 percent to 12 
percent effective July 1, 2015. 
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The components of deferred income tax assets and liabilities are as follows: 

($000) December 31, 2016 December 31, 2015 
Deferred income tax liabilities:   

Property and equipment and E&E assets  (3,245) (1,827) 
Deferred income tax assets:    

Investment - 32 
Decommissioning liability 1,669 709 
Non-capital losses 1,375 811 
Capital losses 16 - 
Share issue costs  50 73 
Cumulative eligible capital 135 202 

Deferred tax asset (liabilities) - - 

 

Deferred tax assets have not been recognized in respect to the following items: 

($000) December 31, 2016 December 31, 2015 
Temporary differences associated with unrecognized 
deferred tax assets:   

Non-capital losses  2,296 1,986 
 

14. FINANCIAL INSTRUMENTS  

Altura is exposed to credit risk, liquidity risk and market risk as part of its normal course of business. The Board of 
Directors has overall responsibility for the establishment and oversight of the Corporation�s financial risk 
management framework and periodically reviews the results of all risk management activities and all outstanding 
positions.  Management identifies and analyzes the risks faced by the Corporation, sets appropriate risk limits and 
controls, and monitors risks and market conditions and the Corporation�s activities. 

 

Credit Risk 

Altura is exposed to third party credit risk through its contractual arrangements with its joint interest partners, 
marketers of petroleum and natural gas and other parties.  In the event such entities fail to meet their contractual 
obligations to Altura, such failures could have a material adverse effect.  The Corporation manages the risk by 
reviewing the credit risk of these entities and by entering into agreements only with parties that meet certain credit 
tests.  The maximum credit risk that the Corporation is exposed to at any point in time is the carrying value of cash 
and cash equivalents, the investment and accounts receivable.  

The majority of the credit exposure on accounts receivable at December 31, 2016, pertains to revenue for accrued 
December 2016 production volumes.  Altura primarily transacts with four oil and natural gas marketing companies.  
The marketing companies typically remit amounts to Altura by the 25th day of the month following production.  A 
significant portion of Altura's accounts receivable is carried by two marketing companies with sound financial 
positioning.  At December 31, 2016, 50 percent and 13 percent of total outstanding accounts receivable pertains to 
these companies.  Altura did not have any other customers from which it had outstanding accounts receivable 
greater than 10 percent of the total outstanding balance at December 31, 2016.  
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At December 31, 2016, the Corporation�s trade receivables have been aged as follows:  

($) December 31, 2016 December 31, 2015 
Current 1,835 446 
31 – 60 days 244 20 
61 – 90 days 58 1 
> 90 days 139 65 
Allowance for doubtful accounts  - (64) 
Total  2,276 468 

When determining whether amounts that are past due are collectable, management assesses the credit worthiness 
and past payment history of the counterparty, as well as the nature of the past due amount.  Altura considers all 
amounts greater than 90 days to be past due.  At December 31, 2016 management determined all accounts 
receivable to be collectable.  As at December 31, 2015, $64,000 of accounts receivable past due was determined to 
be uncollectable. 

 

Liquidity Risk 

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial 
liabilities. The Corporation believes that it has access to sufficient capital through cash on hand, internally generated 
cash flows and external sources (bank credit markets and equity financing, if required) to meet current spending 
forecasts. However, access to these external sources may change at any time and are subject to numerous factors. 
All the accounts payable and accrued liabilities are due in less than one year and amounts outstanding on the credit 
facility, if any, is due on demand.  

 

Market Risk  

Market risk is the risk or uncertainty arising from possible market price movements and their impact on the future 
performance of the business. The market price movements that could adversely affect the value of the Corporation�s 
financial assets, liabilities and expected future cash flows include commodity price risk (crude oil and natural gas), 
foreign currency exchange risk and interest rate risk. 

Commodity Price Risk 

Commodity price risk is the risk that the fair value of future cash flows will fluctuate as a result of changes in 
commodity prices. A significant change in commodity prices can materially impact the Corporation�s cash flows and 
borrowing base limit under its credit facility.  Lower commodity prices may also reduce the Corporation�s ability to 
raise capital. Commodity prices for petroleum and natural gas are not only influenced by supply and demand in 
Canada and the United States of America, but also by world events that dictate the levels of supply and demand.  The 
Corporation had no risk management contracts that would be affected by commodity prices in place at December 
31, 2016.   

Foreign currency risk 

Foreign currency risk is the risk that future cash flows will fluctuate as a result of changes in foreign currency 
exchange rates. The exchange rate effect cannot be quantified, but generally an increase in the value of the Canadian 
dollar as compared to the US dollar will reduce the prices received by Altura for its petroleum and natural gas sales. 
The Corporation had no risk management contracts that would be affected by foreign currency changes in place at 
December 31, 2016.   

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 
Corporation�s credit facility is exposed to interest rate risk on floating interest rate indebtedness due to fluctuations 
in market interest rates.  The Corporation had no risk management contracts that would be affected by interest rates 
in place at December 31, 2016.   
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15. CAPITAL MANAGEMENT 

The Corporation�s policy is to maintain a strong capital base to maintain investor, creditor and market confidence 
and to sustain the future development of the business.  The Corporation considers its capital structure to include 
shareholders� equity, bank debt, if any, and working capital.  In order to maintain or adjust the capital structure, the 
Corporation may from time to time issue shares and adjust its capital spending to manage current and projected 
debt levels.  The annual and updated budgets are approved by the board of directors.   

The key measure that the Corporation utilizes in evaluating its capital structure is net debt to annualized funds from 
operations, which is defined as bank debt plus working capital, to annualized funds from operations (based on the 
most recent quarter), defined as cash flow from operating activities before changes in non-cash working capital, 
decommissioning expenditures and transaction costs.  Net debt to annualized funds from operations represents a 
measure of the time it is expected to take to pay off the debt if no further capital expenditures were incurred and if 
cash flow in the next year were equal to the amount in the most recent quarter annualized.   

The Corporation monitors this ratio and endeavors to maintain it at, or below, 1.0 to 1.0 in a normalized commodity 
price environment.  This ratio may increase at certain times as a result of acquisitions or low commodity prices.  As 
shown below, as at December 31, 2016 and 2015, the Corporation�s ratio of net debt to annualized funds from 
operations was nil as Altura had no debt and a working capital surplus. 

($000) December 31, 2016 December 31, 2015 
Working capital surplus 8,455 22,128 

   
Annualized funds from operations:   

Quarterly cash flow from operating activities 1,683 265 
Changes in non-cash working capital 508 140 
Decommissioning expenditures 6 10 
Quarterly funds from operations  2,197 415 

Annualized funds from operations 8,788 1,660 
Net debt to annualized funds from operations - - 

The Corporation has not paid or declared any dividends since the date of incorporation, nor are any contemplated 
in the foreseeable future. There have been no changes in the Corporation�s approach to capital management in 
2016. 

 

16. SUPPLEMENTAL CASH FLOW INFORMATION 

The following table details the components of non-cash working capital: 

($000)   
 Year ended  

December 31, 2016 
Year ended  

December 31, 2015 
Provided by (used in):     

Accounts receivable    (1,808) 221 
Prepaid expenses and deposits   (42) (20) 
Accounts payable and accrued liabilities   1,556 (401) 
Working capital acquired in      

acquisition (note 6)   68 - 
   (226) (200) 
Provided by (used in):     

Operating activities   (1,298) 138 
Investing activities   1,072 (338) 

   (226) (200) 
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17. PERSONNEL EXPENSES 

The aggregate compensation of key management personnel was as follows: 

($000) 
  Year ended  

December 31, 2016 
Year ended  

December 31, 2015 
     
Salaries and benefits    874 814 
Termination benefits    173 305 
Share-based compensation   1,085 746 

   2,132 1,865  

Altura's key management personnel include officers and directors as well as former officers and directors of the 
Corporation. Salaries and benefits and share-based compensation include the capitalized and non-capitalized 
portion of these expenditures recorded in the financial statements during the respective periods. 

 

18. COMMITMENT 

In October 2016, the Corporation entered into an agreement whereby Altura acquired freehold petroleum leases in 
Alberta.  Pursuant to the agreement, Altura has committed to drill one horizontal commitment well by December 
31, 2017, subject to a non-performance penalty of $500,000 if the commitment was not fulfilled.  Subsequent to 
December 31, 2016, the Corporation fulfilled the commitment.   

 


