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PRELIMINARY NOTES 

This document is the Annual Information Form (the "AIF") of BNK Petroleum Inc. for the year ended 
December 31, 2015.  All information contained herein is as at December 31, 2015, unless otherwise 
stated.  Unless the context indicates otherwise, references in this AIF to "BNK" or the "Corporation" 
include, for reporting purposes only, the direct or indirect subsidiaries and significant investee 
corporations of BNK Petroleum Inc.  Such use of "BNK" or the "Corporation" to refer to these other legal 
entities does not constitute a waiver by BNK Petroleum Inc. or such entities of their separate legal 
status, for any purpose. 

This AIF should be read in conjunction with the Corporation's consolidated financial statements and 
management's discussion and analysis for the period ended December 31, 2015.  The financial 
statements and management's discussion and analysis are available under the Corporation's profile on 
the SEDAR website at www.sedar.com. 

The Corporation prepares its consolidated financial statements in accordance with International 
Financial Reporting Standards ("IFRS").  The financial statements of the Corporation are reported in 
United States dollars. IFRS differs from United States generally accepted accounting principles, referred 
to as "U.S. GAAP". Therefore, the consolidated financial statements of the Corporation are not 
comparable to financial statements prepared in accordance with U.S. GAAP. 

Glossary of Terms 

In this AIF, the following terms have the following meanings.  Other terms are defined throughout this 
AIF and in such cases shall have the meanings given therein. 

"BNK Hidrocarburos" means BNK Hidrocarburos, SLU (formerly Trofagas Hidrocarburos, S.L.), an indirect 
wholly-owned subsidiary of the Corporation incorporated under the laws of Spain; 

"BNK Sedano" means BNK Sedano Hidrocarburos, SLU, an indirect wholly-owned subsidiary of the 
Corporation incorporated under the laws of Spain; 

"BNK US" means BNK Petroleum (US) Inc., an indirect subsidiary of the Corporation incorporated under 
the laws of Texas, U.S.; 

"Common Shares" means the common shares in the capital of the Corporation; 

"Corporation" or "BNK" means BNK Petroleum Inc., a British Columbia corporation; 

"EU" means European Union; 

"Netherland, Sewell" means Netherland, Sewell & Associates, Inc. an independent petroleum 
engineering consultant firm of Houston, Texas, U.S.A; 

"NI 51-101" means National Instrument 51-101 of the Canadian Securities Administrators entitled 
Standards of Disclosure for Oil and Gas Activities; 

"NI 51-101 Report" means the Corporation's Form 51-101F1 Statement of Reserves Data and Other Oil 
and Gas Information dated March 10, 2016, which is incorporated by reference in this AIF under the 

http://www.sedar.com/
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heading "Oil and Gas Information – Statement of Reserves Data and Other Oil and Gas Information" and 
is available on SEDAR at www.sedar.com; 

"Plan" refers to the Corporation's stock option plan that permits grants of stock options to directors, 
officers, employees and service providers; 

"Saponis" means Saponis Investments Sp. zo.o, an indirect, wholly-owned subsidiary of the Corporation 
incorporated under the laws of Poland; 

"TSX" means the Toronto Stock Exchange; 

"U.S." means the United States of America; and 

"Woodford Sale" means the sale by BNK US of its Tishomingo Field assets, excluding the Caney and 
Upper Sycamore formations, to XTO Energy Inc. for approximately $146.4 million in cash, the 
completion of which was announced by the Corporation on April 21, 2013. 

Conventions 

This AIF contains references to Canadian dollars and United States dollars.  All dollar amounts 
referenced, unless otherwise indicated, are expressed in United States dollars.  Canadian dollars are 
referred to as "C$". 

The following table sets forth, for each of the years indicated, the exchange rate of United States dollars 
into Canadian dollars: 

 Year Ended December 31 

 2015 2014 2013 

High
(1)

 C$1.1727 C$1.0613 C$0.9839 

Low
(1)

 1.3990 1.1643 1.0697 

Average
(2)

 1.2768 1.1045 1.0299 

Closing
(1)

 1.3841 1.1601 1.0636 

Notes: 
(1) The exchange rates are nominal quotations – not buying or selling rates – published by the Bank of 

Canada and are intended for statistical purposes. 
(2) The average rate means the average of the exchange rates on the last day of each month during the year. 
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Abbreviations 

Oil and Natural Gas Liquids 

bbl Barrel 

bbls Barrels 

mbbls Thousand barrels 

NGL Natural gas liquids 
bopd Barrels of oil per day 

boe Barrel of oil equivalent of natural gas and crude oil on the basis of 1 bbl for 6 Mcf of natural gas (this 
conversion factor is an industry accepted norm and is not based on either energy content or current 
prices) 

boepd Barrels of oil equivalent per day 

Mboe 1,000 barrels of oil equivalent 

MMboe Million barrels of oil equivalent 

  
Natural Gas 

mcf Thousand cubic feet 

mmcf Million cubic feet 
  

 
Cautionary Notes Regarding Oil and Gas Disclosure 

In the disclosure contained in this AIF, the documents incorporated by reference in this AIF and the 
Corporation’s other disclosure: 

(a) Discounted and undiscounted net present value of future net revenues attributable to reserves 
do not represent fair market value. 

(b) The Corporation's natural gas production is reported in thousands of cubic feet ("Mcfs"). The 
Corporation also uses references to barrels ("Bbls") and barrels of oil equivalent ("Boes") to 
reflect natural gas liquids and oil production and sales. Boes may be misleading, particularly if 
used in isolation. A Boe conversion ratio of 6 Mcf:1 Bbl is based on an energy equivalency 
conversion method primarily applicable at the burner tip and does not represent a value 
equivalency at the wellhead. Given that the value ratio based on the current price of crude oil as 
compared to natural gas is significantly different from the energy equivalency of 6:1, utilizing a 
conversion on a 6:1 basis may be misleading as an indication of value. 

(c) Possible reserves are those additional reserves that are less certain to be recovered than 
probable reserves. There is a 10% probability that the quantities actually recovered will equal or 
exceed the sum of proved plus probable plus possible reserves. 

(d) Readers are cautioned that peak, 30-day initial production and other short-term production rates 
are not necessarily indicative of long-term performance or of ultimate recovery. 

FORWARD-LOOKING INFORMATION 

This AIF and the documents incorporated by reference herein contain forward-looking statements and 
forward-looking information within the meaning of the U.S. federal securities laws and applicable 
Canadian securities laws (together, "forward-looking information"). These statements are subject to 
certain risks and uncertainties that could cause actual results to differ materially from those included in 
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the forward-looking information. The use of any of the words "intends", "anticipate", "continue", 
"estimate", "expect", "may", "will", "project", "should", "believe" and similar expressions are intended 
to identify forward-looking information.  Such statements are included, among other places, in this AIF 
under the headings "Development of the Business", "Description of the Business", "Oil and Gas 
Information" and "Risk Factors".  Statements relating to oil and gas "reserves" are also deemed to be 
forward-looking information, as they involve the implied assessment, based on certain estimates and 
assumptions, that the reserves described can be economically produced in the future. These statements 
and information are only predictions based on current information and knowledge. Actual future events 
or results may differ materially. In addition, this AIF may contain forward-looking information attributed 
to third party industry sources. Undue reliance should not be placed on forward-looking information, as 
there can be no assurance that the plans, intentions or expectations upon which they are based will 
occur. By its nature, forward-looking information involves numerous assumptions, known and unknown 
risks and uncertainties, both general and specific, that contribute to the possibility that the predictions, 
forecasts, projections and other forward-looking statements and forward-looking information will not 
be realised.  

In particular, this AIF, and the documents incorporated by reference herein, contain forward-looking 
information pertaining to the following: 

 proposed timing and expected results of exploratory and development work including 
commencement and completion of drilling and fracture-stimulations and production from the Caney 
formation on the Corporation's Oklahoma acreage; 

 proposed timing and expected results of operations on the Corporation's European concessions; 

 the effect of design and performance improvements on future productivity;  

 the Corporation's activities and strategies in Europe; 

 crude natural gas, natural gas liquids and oil production estimates and targets;  

 the size of the Corporation's natural gas, natural gas liquids and oil reserves;  

 planned capital expenditure programs and estimates;  

 projections of market prices and costs;  

 expectations regarding future supply and demand for oil and natural gas;  

 expectations regarding the ability to raise capital and development or acquisition of reserves;  

 anticipated treatment under governmental regulatory regimes and tax laws; and 

 hypotheses regarding the geology of the basins in which the Corporation has operations and is 
conducting exploratory work. 
 

This forward-looking information is based on a number of assumptions, including but not limited to: 
assumptions set out herein, assumptions described in the Corporation's NI 51-101 Report, that the 
Corporation's geologic models will be validated, that indications of early results are reasonably accurate 
predictors of the prospectiveness of the shale intervals, that previous exploration results are indicative 
of future results and success, that expected production from future wells can be achieved as modeled, 
declines will match the modeling, future well production rates will be improved over existing wells, that 
rates of return as modeled can be achieved, that recoveries are consistent with management's 
expectations, that additional wells are actually drilled and completed, that design and performance 
improvements will reduce development time and expense and improve productivity, that discoveries 
will prove to be economic, that anticipated results and estimated costs will be consistent with 
managements' expectations, that the Corporation will be able to enter into, renew and/or extend leases 
and/or concessions in the manner and on the terms expected, that all required licenses, permits and 
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approvals and the necessary labour and equipment will be obtained, provided or available, as 
applicable, on terms that are acceptable to the Corporation, when required, stability in the credit 
markets and continued willingness of lenders to lend capital to issuers such as the Corporation, 
continuing availability of funds for capital expenditures through internally generated cash, equity raises 
and/or farm-out arrangements, stability of the political and fiscal regimes in the countries in which the 
Corporation has operations, ability of the Corporation to hold the concessions and projects in which it 
has interests and to find suitable industry partners and properties to acquire, stable future costs, 
availability of equipment and personnel when required for operations, continuing strong demand for oil 
and natural gas, that the Corporation will not experience unforeseen delays, unexpected geologic or 
other effects, equipment failures, permitting delays, delays in procurement of required equipment or 
personnel, labour or contract disputes, that royalty payments will be calculated and payable in the 
manner expected by the Corporation, that the Corporation's financial condition and development plans 
and those of its co-venturers will not change, that the Corporation's products can be sold in the manner 
and for the price expected, that the Corporation will continue to be able to access sufficient capital 
through financings, credit facilities farm-ins or other participation arrangements to maintain its projects, 
that the Corporation will not be adversely affected by changing government policies and regulations, 
social instability or other political, economic or diplomatic developments in the countries in which it 
operates or be otherwise adversely affected by risks associated with foreign operations, that storage 
and transportation facilities for Corporation's products will be available, that global economic conditions 
– and in particular economic conditions in Canada, the United States and Spain – will not deteriorate in a 
manner that has an adverse impact on the Corporation's business and its ability to advance its business 
strategy, the assumptions underlying estimates of reserves, assumptions regarding future growth, 
results of operation, production, future capital and other expenditures (including the amount, nature 
and sources of funding thereof), plans for and results of drilling activity, environmental matters, that 
management will be able to execute its business plan, and assumptions regarding business prospects 
and opportunities.  The reserves estimates included in the NI 51-101 Report is based on a limited 
number of wells with limited production history and includes a number of assumptions relating to 
factors such as availability of capital to fund required infrastructure, commodity prices, production 
performance of the wells drilled, successful drilling of infill wells, the assumed effects of regulation by 
government agencies and future capital and operating costs. 

Actual results could differ materially from those anticipated in this forward-looking information as a 
result of the risks and uncertainties set forth below and elsewhere in this AIF and the documents 
incorporated by reference herein: 

 the risk that anticipated results and estimated costs of exploration and development activities will 
not be consistent with managements' expectations; 

 that unexpected geological results are encountered and other risks and uncertainties involving 
geology of oil and gas deposits; 

 that completion techniques require further optimization; 

 that production rates do not match the Corporation's assumptions and expectations; 

 that very low or no production rates are achieved; 

 that the Corporation is adversely affected by changing government policies and regulations, social 
instability or other political, economic or diplomatic developments in the countries in which it 
operates; 

 volatility in market prices for oil and natural gas;  

 the risks of the oil and gas industry both domestically and internationally, such as operational risks in 
exploring for, developing and producing crude oil and natural gas and market demand; 
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 uncertainties inherent in estimating quantities of oil and natural gas reserves and cash flows to be 
derived therefrom; 

 that actual production, revenues, taxes, development and capital and operating expenditures with 
respect to reserves will adversely vary from such estimates, and that such variances will be material; 

 factors or uncertainties that may adversely affect either the Corporation's reserves, reserves life, or 
the future net revenue associated with such reserves including material changes to existing taxation 
or royalty rates and/or regulations, and changes to environmental laws and regulations; 

 competition for, among other things, capital, acquisitions of reserves, undeveloped lands and skilled 
personnel;  

 the ability of the Corporation and its subsidiaries to hold existing concessions and leases through 
drilling or extensions;  

 risks associated with foreign operations, including changes in energy policies or personnel 
administering them, nationalization, currency fluctuations, exchange and export controls and royalty 
and tax rates; 

 governmental regulation of the oil and gas industry, including environmental regulation; 

 actions taken by governmental authorities, including increases in taxes and changes in government 
regulations and incentive programs; 

 risks inherent in marketing operations, including credit risk; 

 the ability to enter into, renew and/or extend leases and/or concessions; 

 potential delays or changes in plans with respect to exploration or development projects or capital 
expenditures; 

 uncertainty of finding reserves, developing and marketing those reserves; 

 unanticipated operating events, which could reduce production or cause production to be shut in or 
delayed; 

 inability of management to identify and complete potential acquisitions and/or failure to achieve 
anticipated benefits from such acquisitions; 

 termination of or failure to extend existing licenses by regulatory or governmental authorities; 

 shut-ins of connected wells resulting from extreme weather conditions, including flooding; 

 insufficient storage or transportation capacity; 

 hazards such as fire, explosion, blowouts, cratering and spills, each of which could result in 
substantial damage to wells, production facilities, other property and the environment or in personal 
injury; 

 encountering unexpected formations or pressures, premature decline of reservoirs and the invasion 
of water into producing formations; 

 inability to add production and reserves through development and exploration activities; 

 the possibility that government policies or laws, including laws and regulations related to the 
environment and the protection of sovereign interests in petroleum assets, may change or 
governmental approvals may be delayed or withheld; 

 uncertainty in amounts and timing of royalty payments; 

 failure to obtain industry partner and other third party consents and approvals, as and when 
required; 

 incorrect assessments of the value of acquisitions;  

 geological, technical, drilling and processing problems;  

 uncertainties associated with the utilization of hydraulic fracturing in relation to the Corporation's 
existing and/or future properties;  

 fluctuations in foreign exchange or interest rates and stock market volatility and market valuations;   

 rising costs of labour and equipment;  
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 changes in income tax laws or changes in tax laws and incentive programs relating to the oil and gas 
industry;  

 inherent uncertainties involved in the legal dispute resolution process, including in foreign 
jurisdictions; 

 tightening of the credit markets, global economic uncertainty, counterparty risk; 

 equipment failures, permitting delays, delays in procurement of required equipment or personnel, 
labour or contract disputes;  

 changes in the Corporation's financial condition and plans or those of its co-venturers;  

 risks and uncertainties associated with securing necessary regulatory approvals, including the risk 
that the Corporation or its subsidiaries are not able for any reason to obtain and provide the 
information necessary to secure required approvals or that required regulatory approvals are 
otherwise not available when required; 

 the risk that the Corporation is unable to access required capital on acceptable terms, or at all; 

 inability of management to execute its business plan; 

 general economic conditions in Canada, the United States and Spain; and 

 other factors discussed under "Risk Factors".  
 

For more information relating to additional factors that could affect the Corporation's operating results 
and performance, please refer to "Risk Factors" in this AIF and to the risk factors and uncertainties 
described in the NI 51-101 Report, which is incorporated into this AIF by reference.  Readers should 
carefully consider those factors and the other information contained in this AIF.  

Although the Corporation has attempted to identify important factors that could cause actual actions, 
events or results to differ materially from those described in forward-looking information, there may be 
other factors that cause actions, events or results not to be as anticipated, estimated or intended. There 
can be no assurance that forward-looking information will prove to be accurate, as actual results and 
future events could differ materially from those anticipated in such information. The reader is cautioned 
not to place undue reliance on forward-looking information. This forward-looking information is 
expressly qualified in its entirety by this cautionary statement. The forward-looking statements and 
forward-looking information are only made as of the date of this AIF. The Corporation undertakes no 
obligation to update this forward-looking information to reflect events or circumstances after the date 
of such statements, or to reflect the occurrence of anticipated or unanticipated events, except as 
required by law.  

CORPORATE STRUCTURE 

The Corporation was incorporated as "BNK Petroleum Inc." under the Business Corporations Act (British 
Columbia) on May 26, 2008.  The registered and records office of the Corporation is located at 10th 
Floor, 595 Howe Street, Vancouver, British Columbia, V6C 2T5, and its head office is located at 760 
Paseo Camarillo, Suite 350, Camarillo, California, 93010, U.S.  
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Intercorporate Relationships 

The material subsidiaries and significant investee corporations of the Corporation are set forth or 
referred to below.   

 

 

DEVELOPMENT OF THE BUSINESS 

Business Profile and Strategy 

BNK Petroleum Inc. is an international oil and gas exploration, development and production company 
focused on finding and exploiting large, predominately unconventional oil and gas resource plays.  The 
Corporation's focus is on maximizing the value of its existing assets in the United States, while targeting 
growth in production and reserves through the acquisition of exploration and production rights in areas 
that it considers to be prospective for hydrocarbons by applying new and proven technologies by its 
experienced technical team.  
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Three Year History 

During the past three years, the Corporation’s operations have been primarily focused on developing 
the leases in which BNK US has interests in the Tishomingo Field in Oklahoma (the "Tishomingo Field"), 
and evaluating its exploration assets in Europe. 

The following describes the general development of the Corporation's business over the last three 
completed financial years. More detailed information on the Corporation's projects is provided under 
"Description of the Business" and in the NI 51-101 Report, which is incorporated by reference herein. 

Year ended December 31, 2013  

In January 2013, the Corporation entered into a reserves-based credit facility with Morgan Stanley 
Capital Group Inc. (as lender and agent) which is secured by the Corporation's assets in the Tishomingo 
Field.  The initial amount of the credit facility was $61 million with an additional borrowing capacity of 
$15 million at the discretion of the lender. The gross proceeds of the initial advance totaled $41 million. 
A portion of the proceeds was used to repay the two existing loan facilities of $32 million and loan 
acquisition costs of $3.7 million.  The proceeds from the new facility were primarily intended to fund 
drilling of additional wells in the Tishomingo Field but up to $3 million of the proceeds were also be able 
to be used for general corporate purposes including exploration activities in Europe.  The facility bore 
interest at a per annum rate equal to the greater of 1% and the then three month LIBOR plus an 
applicable margin ranging from 4% to 9% based on the ratio of outstanding borrowings to present value 
of proved developed producing reserves discounted at 9%. The facility provided for principal 
amortization beginning July 1, 2013 through the maturity of the facility in five years.   

In April 2013, the Corporation used a portion of the proceeds of the Woodford Sale (described below) to 
reduce the outstanding amount of the credit facility from $41,000,000 to $100,000.  

On April 21, 2013, the Corporation completed the Woodford Sale. 

In 2013, the Corporation drilled 5 Caney horizontal wells to increase its reserves, oil production and to 
better understand the Caney formation.  By December 31, 2013, the 5 wells were fractured with 4 wells 
on production.  The Corporation’s exit production from the Tishomingo Field at December 31, 2013 was 
approximately 1,040 boepd.  BNK’s 2013 year end proved plus probable gross reserves in the 
Tishomingo Field were estimated at approximately 15.5 million boe, while the proved plus probable plus 
possible gross reserves were estimated at approximately 40.9 million boe. All the production and year 
end reserve numbers were from the Caney/Sycamore lime formations.   

The Corporation announced on December 8, 2013 that it had received the requested concession 
modification amendment for the Gapowo B-1 well on its Bytow concession in Poland and therefore had 
all the permits needed to re-enter the Gapowo B-1 well and drill a horizontal lateral in the Ordovician 
formation.   

In December 2013, the Corporation, as well as Esrey Energy Ltd., an arm's length third party, each 
increased their ownership in Saponis by acquiring the interests of the other two Saponis shareholders on 
a pro-rata basis, such that the Corporation held a 57.04% interest in Saponis, up from the original 
26.76%. 
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Year ended December 31, 2014 

In March and April 2014, the Corporation completed the sale, on a bought deal basis, of a total of 
16,810,000 Common Shares at C$2.20 per Common Share. 

On July 30, 2014, the Corporation announced that its indirect wholly owned subsidiary BNK US had 
obtained a new US$100,000,000 credit facility (“new facility”) from Morgan Stanley Capital Group Inc. 
(“MSCGI”). The initial commitment amount of the new reserve-based facility was US$15,900,000. The 
proceeds from the new facility are intended to fund drilling of Caney shale oil wells in the Tishomingo 
field in Oklahoma. The new facility bears interest at a per annum rate equal to the then three month 
LIBOR plus an applicable margin ranging from 2% to 7% based on a number of factors including the ratio 
of outstanding borrowings to a calculated borrowing base level and individual well value concentration. 
The facility provides for interest only payments until the July 2018 maturity date. Additional 
commitment amounts are subject to new reserve evaluations. 

In June 2014, the Corporation completed the fracture stimulation at its Polish, Baltic Basin, Gapowo B-
1A horizontal well. The Corporation successfully placed varying amounts of proppant in 9 of the 20 
stages attempted. Gas production averaged between 200,000 to 400,000 cubic feet per day. During the 
fourth quarter of 2014, the Corporation completed a reservoir analysis, which included a numerical 
model, prepared by a third party consulting firm, that simulated flow rates and recoveries that would be 
achieved if another well is drilled near the Gapowo B-1H well, in various sub intervals of the Ordovician 
shale, and is successfully fracture stimulated along the full-length of the new well.   

In 2014, the Corporation drilled 5 Caney horizontal wells, fracture stimulated 3 of them, fracture 
stimulated one third of another well and completed the stimulation of one well that had been drilled in 
2013 that had not been fully stimulated. The remaining wellbores were stimulated in 2015. The 
Corporation’s exit production rate from the field at December 31, 2014 was approximately 1,400 boepd, 
which did not include one well that began producing oil in early January 2015.  BNK’s 2014 year end 
proved plus probable reserves in the Tishomingo Field increased to an estimated 37.4 million boe, while 
the proved plus probable plus possible reserves increased to 70.4 million boe.   

Year Ended December 31, 2015 

In Poland in 2015, the Company acquired the remaining 42.96% of Saponis for no consideration and 
continued its efforts to find a joint venture partner for the Slupsk concession. 

On February 8, 2015 the Corporation announced that Morgan Stanley Capital Group Inc. had increased 
its commitment amount under the new facility announced by the Corporation on July 30, 2014 from 
$15,900,000 to $24,400,000.  The other terms of the US$100,000,000 facility remained the same.  In the 
fourth quarter of 2015 Morgan Stanley reaffirmed the Company’s current outstanding borrowing base 
of $24.4 million and the credit facility was modified to enable the Company to request a quick 
redetermination of the borrowing base when the price of oil increased by 10% above the then current 
levels 

In 2015, the Corporation completed 1 Caney horizontal well and completed the remaining portion of the 
other Caney horizontal well that had not been fully completed in 2014. The Corporation’s average 
annual production rate from the field was approximately 1,415 boepd.   

The Corporation also acquired a 4.9 percent interest in one section of the Tishomingo Field for the 
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Woodford shale formation during 2015.  Pursuant to this acquired interest, the Corporation participated 
in 4 horizontal wells during the year which have been drilled but not yet completed.   

BNK’s 2015 year end proved plus probable reserves in the Tishomingo Field increased to an estimated 
41.4 million boe, while the proved plus probable plus possible reserves were 69.3 million boe.  See "Oil 
and Gas Information – Statement of Reserves Data and Other Oil and Gas Information". 

Subsequent to December 31, 2015 

On February 28, 2016 the Corporation announced that it had filed the paperwork necessary to 
relinquish the Slupsk concession in the Baltic Basin of Poland and intends to shut down all operations in 
Poland.  

DESCRIPTION OF THE BUSINESS  

Business Profile 

The Corporation's business activities include exploration, development, production and marketing of 
crude oil, natural gas and natural gas liquids.  In the U.S. the Corporation continues to develop its Caney 
Shale oil acreage in the Tishomingo Field in the Ardmore Basin, Oklahoma, U.S.  The Corporation is also 
reviewing other geographical areas that its expert technical team has identified as prospective for oil 
and gas.  All of the Corporation's current production is from the Tishomingo Field.  At December 31, 
2015, the Corporation’s year-end proved plus probable gross reserves in the Tishomingo Field were 
estimated at approximately 41.4 million boe, while the proved plus probable plus possible gross 
reserves were estimated at approximately 69.3 million boe.  In Spain the Corporation is awaiting permits 
to continue its exploration activities on its existing concessions and is evaluating alternatives for its 
Spain operations including continuing its efforts to partner with another company or reducing or ceasing 
its operations there.  

Products 

The Corporation's Tishomingo Field activities produce oil, gas and natural gas liquids. Oil is sold to a 
single purchaser and transported by truck.  Natural gas and natural gas liquids are sold pursuant to a 
contract/gathering agreement that was entered into as part of the Woodford Sale.  During each of the 
two most recently completed financial years, revenues from sales to arm's length customers for each 
category of product that accounted for fifteen (15%) percent or more of total consolidated revenues 
were:  Oil:  2015 - $14,823,000 or 84% (2014 - $24,398,000 or 88%); Natural Gas: 2015 - $1,398,000 or 
8% (2014 - $1,482,000 or 5%) and Natural Gas Liquids: 2015 - $1,395,000 or 8% (2014 - $1,811,000 or 
7%). 

Specialized Skills and Knowledge 

Exploration for and development of petroleum and natural gas resources require specialized skills and 
knowledge including in the areas of petroleum engineering, geophysics, geology and title.  The 
Corporation has been successful in engaging personnel with the required specialized skills and 
knowledge to carry out its activities.  While the current labour market in the industry can be highly 
competitive at times, the Corporation expects to continue to be able to attract and retain appropriately 
qualified employees for its operations during fiscal 2016. 
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Competitive Conditions 

The Corporation competes for leases in the shale gas and oil basins in which it is active in the U.S. and in 
Europe with a number of private and public companies which may have greater financial resources, staff 
and facilities than the Corporation. The Corporation's ability to increase reserves in the future will 
depend not only on its ability to develop or continue to develop existing properties, but also on finding 
and acquiring suitable producing properties or prospects for exploratory drilling.  Competitive factors in 
the distribution and marketing of oil and gas include price, methods, pipeline access and reliability of 
delivery and availability of imported products.  

The Corporation also competes with other industry participants for raw materials, drilling rigs and other 
equipment, component parts and services required for petroleum and natural gas exploration and 
development.  Although to date the Corporation has been able to obtain the personnel, equipment and 
materials it requires for its activities, rig and service availability and pricing can vary materially with 
demand and can cause unexpected delays and increased costs. 

Cycles 

Construction of and access to drilling sites can be delayed and production operations may be curtailed 
during heavy spring rains, snow, cold temperatures and other extreme weather phenomena.  Fracture 
stimulations require large volumes of water and the process can be affected by cold temperatures.  
Demand for and the price of oil, gas and natural gas liquids is volatile and can be affected by seasonal 
weather variations.  

Economic Dependence 

Oil, gas and natural gas liquids can be readily sold to numerous purchasers and it is not difficult to 
ascertain its market price at any particular time.  Because of the large number of available purchasers, 
the Corporation does not consider itself dependent on sales to any one purchaser, the loss of which 
would have a material adverse effect on the business of the Corporation.   

Employees 

At the end of 2015, the Corporation and its subsidiaries had a total of 31 employees. 

Environmental Protection 

The Corporation's operations are subject to environmental regulations (including regular environmental 
impact assessments and permitting) in the jurisdictions in which it operates.  Such regulations cover a 
wide variety of matters, including, without limitation, prevention of waste, pollution and protection of 
the environment, labour regulations and worker safety.  While the Corporation does not currently 
expect the impact of costs and other effects related to compliance with environmental, health and 
safety regulations to have a material adverse effect on the Corporation's financial condition or results of 
operations, such regulations are evolving in a manner which is likely to result in stricter standards and 
enforcement, increased fines and penalties for non-compliance, more stringent environmental 
assessments of proposed projects and a heightened degree of responsibility for companies and their 
directors and employees.  Such stricter standards could impact the Corporation's costs and have an 
adverse effect on results of operations. Furthermore, an environmental, safety or security incident could 
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impact the Corporation's reputation in such a way that the result could have a material adverse effect 
on its business and on the value of its securities.  

Foreign Operations 

All of the Corporation's operations are in jurisdictions other than Canada.  As at the date of this AIF, all 
of the Corporation's reserves and production are attributable to the Tishomingo Field in Oklahoma, U.S.  
See also "Risk Factors – Foreign Operations and Enforcement of Laws".  

Social or Environmental Policies 

The health and safety of employees, contractors and the public, as well as the protection of the 
environment, is of utmost importance to the Corporation.  To this end the Corporation has instituted 
comprehensive health, safety and environmental policies and procedures to which it, as well as its 
contractors and employees are required to adhere.  The Corporation endeavors to conduct its 
operations in a manner that will minimize both adverse effects and consequences of operating activities 
and emergency situations by: 

 complying with, and where appropriate, exceeding the requirements of government 
regulations and standards, particularly relating to health, safety and the environment; 

 conducting operations consistent with industry codes, practices and guidelines; 

 ensuring prompt, effective response and remedial actions in the unlikely event of an 
emergency situation or environmental incident; 

 providing training to employees and contractors to ensure compliance with corporate 
safety and environmental policies, programs and procedures; and 

 communicating openly with members of the public regarding its activities. 
 

The Corporation believes that all employees have a vital role in achieving excellence in environmental, 
health and safety performance.  This is best achieved through careful planning and the support and 
active participation of everyone involved. To further ensure that the Corporation achieves excellence in 
health and safety performance, a corporate Health, Safety and Environmental Management System 
(HSEMS) has been implemented which includes an Incident Management Plan establishing protocol to 
respond to emergencies.  The Corporation's objective is to align itself with the industry’s best practices 
to ensure positive results.  

The Corporation has also adopted a Corporate Social Responsibility Policy, which reflects and advances 
the Corporation’s commitment to provide safe, healthy and secure workplaces, protect the 
environment, value natural resources, uphold and promote human rights and respect cultural norms 
and values everywhere that the Corporation operates. 

Steps taken to ensure the Corporation’s HSE policies are carried out include the following: 
 

 pre-commencement of work investigation of environmental conditions in proximity to 
the well sites; 

 well sites are constructed and operated so as to minimize potential impacts to the 
environment during drilling, completion and production operations including the use of 
secondary containment and proper handling, storage and use of hazardous materials; 

 training is provided to employees to ensure awareness of the corporations HSEMS and 
associated programs and procedures, including incident management; 
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 supervisory staff are trained and tasked with being the well site HSE Leaders and fully 
implementing the requirements of the HSEMS; 

 contractors are reviewed prior to agreements to ensure that they have appropriate 
policies and programs in place particularly relating to health, safety and the 
environment; 

 contractor orientation and training is provided to ensure awareness of the Corporation’s 
HSEMS and alignment with the contractor’s HSEMS; 

 the Corporation’s HSEMS continuously improves and evolves, developing procedures to 
address health, safety and the environment; 

 waste management practices are reviewed to make sure waste is being handled 
efficiently and consistent with the requirements of government regulations and 
standards; 

 waste disposal facilities are reviewed to ensure that they are appropriately permitted; 
and 

 permits required for atmospheric emissions are obtained and controls are established 
and maintained to minimize emissions. 

OIL AND GAS INFORMATION 

Statement of Reserves Data and Other Oil and Gas Information 

The NI 51-101 Report, the report of Netherland, Sewell in the form of Form 51-101F2 Report on Reserves 
Data by Independent Qualified Reserves Evaluator or Auditor, and the Form 51-101F3 Report of 
Management and Directors on Oil and Gas Disclosure, each filed on March 11, 2016 under the 
Corporation's profile at www.sedar.com, are incorporated by reference into this AIF.  

The following reserves and net present values of future net revenue are reported in the NI 51-101 
Report: 

  United States 

  Tight Oil Shale Gas Natural Gas Liquids 

Reserve Category 

BNK Gross 

(Mbbl) 

 Net   

(Mbbl) 

BNK Gross 

(MMcf) 

Net   

(MMcf) 

BNK    

(Mbbl) 

Net    

(Mbbl) 

Proved             

   Developed Producing 1,559.8 1,205.8 3,172.4 2,457.0 637.8 494.0 

   Developed Non-Producing 0.0 0.0 350.8 285.0 90.1 73.2 

   Undeveloped 9,794.2 7,638.7 13,727.2 10,668.9 2,760.0 2,145.1 

Total Proved 11,354.0 8,844.5 17,250.4 13,411.0 3,487.9 2,712.3 

Probable 14,003.2 11,088.7 26,327.1 20,845.8 5,299.3 4,196.1 

Total Proved Plus Probable 25,357.2 19,933.3 43,577.5 34,256.8 8,787.1 6,908.3 

Possible 16,876.9 13,453.8 30,076.7 23,874.0 6,052.1 4,804.1 

Total Proved Plus Probable Plus Possible 42,234.0 33,387.1 73,654.2 58,130.8 14,839.2 11,712.4 

Notes: May not add due to rounding.   The Corporation's reserves are derived from non-conventional oil 
and gas activities.  The Corporation's reserves are contained in a shale oil reservoir from which gas and 
natural gas liquids are produced as by-products.   “Tight oil” means crude oil (a) contained in dense 
organic-rich rocks, including low-permeability shales, siltstones and carbonates, in which the crude oil is 
primarily contained in microscopic pore spaces that are poorly connected to one another, and (b) that 

http://www.sedar.com/
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typically requires the use of hydraulic fracturing to achieve economic production rates.  "Shale gas" 
means natural gas (a) contained in dense organic-rich rocks, including low-permeability shales, siltstones 
and carbonates, in which the natural gas is primarily adsorbed on the kerogen or clay minerals, and (b) 
that usually requires the use of hydraulic fracturing to achieve economic production rates.  Prior to this 
NI 51-101 Report, the Company reported Tight Oil as “Light and Medium Oil” and Shale Gas as “Natural 
Gas”. 

Net Present Value of Future Net Revenue 

As of December 31, 2015 

Forecast Prices & Costs 

                      

  Net Present Value of Future Net Revenue ($ millions) 

  Before Income Tax After Income Tax 

Reserve Category 0% 5% 10% 15% 20% 0% 5% 10% 15% 20% 

United States                     

Proved                     

   Developed Producing 64.3 48.3 38.6 32.1 27.7 64.3 48.3 38.6 32.1 27.7 

   Developed Non-Producing 1.2 0.9 0.6 0.5 0.3 1.2 0.9 0.6 0.5 0.3 

   Undeveloped 326.1 195.3 120.4 74.4 44.5 235.2 145.0 90.0 54.8 31.1 

Total Proved 391.6 244.5 159.6 107.0 72.5 300.7 194.2 129.2 87.4 59.1 

Probable 677.6 398.8 254.0 171.4 120.8 447.2 267.0 170.8 115.3 81.4 

Total Proved Plus Probable 1,069.2 643.3 413.6 278.4 193.3 747.9 461.2 300.0 202.7 140.5 

Possible 1,005.5 574.4 365.3 250.2 181.0 663.6 380.0 242.0 167.2 122.6 

Total Proved Plus Probable 

plus Possible 2,074.6 1,217.7 778.9 528.6 374.3 1,411.5 841.2 542.0 369.9 263.1 

Notes: May not add due to rounding.  The after income tax net present values presented in the 
preceding table take into account available non-operating tax losses of $124.2 million and reflect the tax 
burden on the Corporation’s Tishomingo Field interests on a standalone basis. These values do not 
consider the business-entity-level tax situation or tax planning and do not provide an estimate of the 
value at the level of the business entity, which may be significantly different. The financial statements 
and the management’s discussion and analysis (MD&A) of the Corporation should be consulted for 
information at the level of the business entity. 

Project Descriptions 

United States Projects 

Tishomingo Field, Ardmore Basin, Oklahoma 

The Corporation has working interests in approximately 16,100 net acres of shale oil acreage in the 
Caney / Upper Sycamore formations of the Tishomingo Field, Oklahoma.  The map below outlines in 
yellow the Corporation's areas of activity in the Ardmore Basin and shows its relation to the Ardmore 
Basin.   
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In April 2013, the Corporation completed the Woodford Sale pursuant to which it sold rights in the 
Woodford and other formations in the Tishomingo Field, excluding its interests in the Caney / Upper 
Sycamore formations which were retained.  The Corporation's historical drilling and participation in the 
Woodford formation wells earned the Corporation the right to hold by production in over 96% of its 
acreage in the Tishomingo Field in the shallower Caney and Upper / Sycamore formations. 

Since completing the Woodford Sale, the Corporation has been aggressively continuing its exploration 
and development of the oily Caney shale. 

The Corporation's exploration of the Caney shale formation dates back to 2011, when the Corporation 
conducted an analysis of the formation and subsequently tested the Caney shale formation in the 
existing vertical Nickel Hill 26-1 Woodford well by recompleting in the Caney shale.  The vertical well was 
perforated and fracture stimulated in the Caney shale yielding encouraging oil production rates with 
minimal gas production.  

These results led to the drilling of the Corporation-operated horizontal Barnes 6-2H well, which targeted 
two Lower Caney zones and the Upper Sycamore (Mississippian Lime equivalent) formation, which 
allowed the testing of the three different intervals.  The testing of the intervals helped determine where 
stratagraphically the laterals were placed in the next wells. 

In 2013, the Corporation drilled 5 Caney horizontal wells to increase its reserves and oil production and 
to better understand the Caney formation.  The Corporation's strategy for its 2013 Caney drilling 
program was to prove the productivity of the Caney formation.  The Corporation's efforts were focused 
on increasing the oil rate of each consecutive well, reducing drilling time and cost, testing the optimal 
lateral placement within the formation and optimizing the fracture stimulations.  These goals were 
achieved.  

By December 31, 2013, the 5 Caney wells were fractured with 4 wells in production.  The fifth well 
began production in early January 2014.  

In 2014, the Corporation drilled 5 
Caney horizontal wells, fracture 
stimulated 3 of them, fracture 
stimulated one third of another 
well and completed the 
stimulation of one well that had 
been drilled in 2013 that had not 
been fully stimulated. The 
Corporation’s exit production 
rate from the field at December 
31, 2014 was approximately 
1,400 boepd, which did not 
include one well that began 
producing oil in early January 
2015. BNK’s 2014 year end 
proved plus probable reserves in 
the Tishomingo Field increased to 
an estimated 37.4 million boe, 
while the proved plus probable 
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plus possible reserves increased to 70.4 million boe. 

In 2015, the Corporation completed the stimulation of the remaining two wellbores that had not yet 
been fully stimulated in 2014. The Corporation’s average production in 2015 was approximately 1,415 
boepd. BNK’s 2015 year end proved plus probable reserves in the Tishomingo Field increased to an 
estimated 41.4 million boe, while the proved plus probable plus possible reserves were 69.3 million boe. 

The Corporation plans additional development drilling in the Tishomingo Field with the objective of 
increasing production and reserves, subject to prevailing prices for oil and natural gas and funding . 

Other U.S. Assets 

The Corporation also holds other interests in various basins, but it currently has no plans to conduct 
work on these projects during the current fiscal year and does not consider these projects to be 
material. 

European Projects 

Spain 

During 2011, the Corporation's indirect wholly-owned subsidiary, BNK Hidrocarburos, was awarded 
three oil and gas concessions located in the Cantabrian basin of Spain.  The Sedano concession, totaling 

approximately 99,000 acres, and the 
Urraca concession, totaling 
approximately 234,000 acres, are both 
located mainly in the autonomous 
community of Castilla y Leon.   

The Arquetu concession totalled 
approximately 61,470 acres in the 
autonomous community of Cantabria.  In 
2014, the Government of Cantabria 
publicly stated that the Arquetu 
concession had been withdrawn from the 
Corporation, despite a prior 
announcement by the Spanish federal 
government that the Government of 
Cantabria's earlier ban on hydraulic 
fracturing was unconstitutional.  Due to 
the geological work that the Corporation 

had done after being awarded the concession it was decided not to contest the withdrawal of this 
concession. 

BNK Hidrocarburos also applied for another concession in Spain named Rojas, which is adjacent to the 
Urraca and Sedano concessions. The Rojas concession has not been awarded and there is no assurance 
that the BNK Hidrocarburos application will be successful. 
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The Corporation’s concessions in Spain target principally shale gas but the concessions’ target 
formations include dry gas, liquids rich gas and oil potential.  In addition, the concessions may have 
conventional oil and gas potential.  The primary target is a Jurassic-aged shale which, based on available 
information, is estimated to range in the most prospective areas from 100 to over 200 meters in gross 
thickness at depths of about 2,500 to 4,500 meters.   

The Sedano and Urraca concession applications outlined the annual work programs in each year of the 
concession terms, of four and five years, respectively, and include the drilling of a total of nine wells on 
each concession.  However, the concession applications stipulated that failure to drill the required wells 
in the time indicated in the concession applications would not constitute a default of the concession 
requirements if required permits are not approved by the government in a timely fashion. 

The Sedano and Urraca concessions were transferred to the Corporation's indirect wholly-owned 
subsidiary, BNK Sedano, in 2012.  BNK Sedano is required annually to submit a current year work 
program for the Sedano and Urraca concessions.  Each work program reflects the progression of the 
project, including in respect of permitting.   

As a result of permitting delays, the current year work program for each of the Sedano and Urraca 
concessions is comprised of obtaining drilling permits, progress on communication plan and finalizing 
drilling programs. 

An example of the permitting delays encountered by BNK Sedano is the change in the Spanish oil and 
gas regulations, which now require that all wells scheduled to be hydraulically fractured must undergo a 
full EIA process in addition to the 'Environmental Document' process previously required.  This has 
lengthened the approval process to drill and test a shale well in Spain.   

Applications to “suspend” the permits for a period of 34 months were submitted for both the Urraca 
and Sedano concessions prior to the end of the third year of the concession term. If approved, these 
applications will suspend the clock to account for prior administrative delays and the new legal 
requirement to conduct EIAs for projects requiring hydraulic stimulation.  In 2015, the Sedano 
suspension application was approved. 

By December 31, 2014, the Corporation had prepared and submitted Environmental Impact 
Assessments (EIAs) to drill up to six wells in the Sedano concession and up to six wells in the Urraca 
concession.  In 2015 the Corporation continued the work to obtain approvals of the EIAs by responding 
to all questions and comments that were generated during the required public consultation process, as 
required pursuant to Spanish regulations.  During the third quarter of 2015, the formal responses were 
submitted to the Spanish administration. The Spanish administration has received all required 
documents and has commenced the technical review of these EIA applications.  

A failure to meet work commitments without obtaining an extension or another arrangement may result 
in the loss of the applicable concession.  The Corporation understands that there may be circumstances 
in which a failure to meet work commitments could result in liability in respect of the unperformed 
current year work commitments. 

RISK FACTORS 

The Corporation's business is subject to the risks normally encountered in the oil and natural gas 
industry such as the marketability of, and prices for, oil and natural gas, competition with companies 
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having greater resources, acquisition, exploration and production risks, need for capital, fluctuations in 
the market price and demand for oil and natural gas and the regulation of the oil and natural gas 
industry by various levels of government.   

The reserve and recovery information incorporated by reference in this AIF are estimates only and 
actual production and ultimate reserves may be less than estimated.  

The success of the Corporation's exploration or development projects cannot be assured. In addition, 
the Corporation's operations are primarily outside of Canada and are subject to risks arising from 
political instability, foreign exchange and foreign regulatory regimes. In addition, certain of the 
Corporation's activities are conducted jointly with others and the Corporation's activities may be 
impacted by the ability, expertise, judgment and financial capability of such joint partners.  

In addition to the other information contained in this AIF and in the documents incorporated by 
reference herein, readers should carefully review and consider the risk factors set forth below.  Such 
risks may not be the only risks facing the Corporation.  Additional risks not currently known may also 
impair the Corporation's business operations and results of operations.  

Nature of the Oil and Gas Business 

An investment in the Corporation should be considered speculative due to the nature of the 
Corporation's involvement in the exploration for, and the acquisition, development and production of, 
oil and gas projects in the U.S. and Europe.  The volume of production from oil and natural gas 
properties generally declines as reserves are depleted, with the rate of decline depending on reservoir 
characteristics.  Any proved reserves the Corporation may establish will decline as reserves are 
produced from its properties unless it is able to acquire or develop new reserves.  The business of 
exploring for, developing or acquiring reserves is capital intensive.  To the extent cash flow from 
operations is reduced and external sources of capital become limited or unavailable, the Corporation's 
ability to make the necessary capital investment to develop the Corporation's asset base will be 
impaired.  In addition, there can be no assurance that even if the Corporation is able to raise capital to 
develop or acquire additional properties to develop reserves, the Corporation's future exploration, 
development and acquisition activities will result in proved reserves or that the Corporation will be able 
to drill productive wells at acceptable costs. 

The cost of drilling, completing and operating wells is often uncertain, and drilling operations may be 
curtailed, delayed or cancelled as a result of a variety of factors, including unexpected drilling 
conditions, pressure or irregularities in formations, equipment failures or accidents, adverse weather 
conditions, compliance with governmental requirements and shortages or delays in the availability of 
drilling rigs and the delivery of equipment.  Most of the properties in which the Corporation has an 
interest are prospects in which the presence of oil and natural gas reserves in commercial quantities has 
not been established.  There is no certain way to know in advance whether such prospects will yield oil 
and/or gas in commercial quantities. 

Exploration for oil and natural gas is a speculative business that involves a high degree of risk.  Few 
exploration shale natural gas wells that are drilled are ultimately developed commercially.  There is no 
assurance that expenditures made by the Corporation on its properties will result in the discovery of 
commercial quantities of oil, natural gas or natural gas liquids. 
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Foreign Activities  

The Corporation's exploration and development experience has been gained principally from its 
properties located in the United States. The Corporation's experience in the United States is not 
necessarily transferrable to other geographical areas or basins, notwithstanding that similar geological 
structures or formations may exist.  Accordingly, the Corporation's success in its U.S. operations is not a 
predictor of success in its exploration and development of concessions in Europe.  Results of exploration 
in other basins may differ materially as a result of different environmental conditions, regulatory 
requirements or other factors. 

Dilution 

The Corporation expects to require additional funds to finance its growth and development strategy. If 
the Corporation elects to raise additional funds by issuing additional equity securities, such financing 
may substantially dilute the interests of the Corporation's shareholders. The Corporation may also issue 
additional Common Shares in the future pursuant to existing and new agreements in respect of its 
projects or other acquisitions.  

Dividend Policy  

The Corporation has not paid any dividends on its Common Shares.  Any decision to pay dividends on 
the Common Shares in the future will be made by the board of directors of the Corporation on the basis 
of the earnings, financial requirements and other conditions existing at such time.  Until the Corporation 
pays dividends, which it may never do, holders of Common Shares will not be able to receive a return on 
their Common Shares unless they sell them.  

Negative Cash Flow 

Operating cash flow was positive for the financial year ended December 31, 2015.  However, if the 
Corporation has negative cash flow from operating activities in future periods or insufficient positive 
cash flow from operating activities, it will need to seek additional debt or equity financing in order to 
complete the capital expenditure programs required to achieve its objectives; in the alternative, if the 
Corporation cannot obtain debt or equity financing on terms acceptable to it or at all, the Corporation 
may be forced to reduce its capital expenditure programs.  There can be no assurance that debt or 
equity financing will be available to the Corporation or, if available, will be on terms acceptable to the 
Corporation.  In addition, to the extent that the Corporation has negative cash flow from operating 
activities in future periods, it may be required to deploy a portion of its existing working capital to fund 
such negative cash flow from operating activities. 

Financing Risks 

The Corporation has a limited operating history.  The Corporation's growth plan will require substantial 
amounts of capital, most of which will not be funded from cash flow from operations.  As a 
consequence, to pursue its growth plan the Corporation will need to raise additional capital through the 
issuance of equity, debt, collaborative arrangements with commercial partners, including farm-outs or 
sales of assets, or from other sources, or a combination of the foregoing.   

The Corporation's future capital requirements will depend on numerous factors, including its activities in 
Europe and its ability to obtain farm-in partners on its European concessions, development and 
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exploration drilling success, cost of concession and lease extensions and renewals, the cost and rates of 
success of re completing or drilling wells, future production levels, exploration and development 
decisions of the Corporation's co-venturers and other working interest owners, the terms (including 
price) and conditions that it is able to negotiate with purchasers of production from its properties and 
the results of exploration activities.  None of these factors can be predicted with certainty.  Any 
additional equity financing will be dilutive to the holders of the Common Shares and any debt financing, 
if available, may restrict the Corporation's future financing and operating activities.  The Corporation 
may be unable to obtain additional financing on acceptable terms if market and economic conditions, 
the financial condition or operating performance of the Corporation or investor sentiment are 
unfavourable.  If sufficient funds are not obtained, the Corporation may have to reduce its acquisition, 
exploration and development programs, which would have a material adverse effect on the 
Corporation's results of operations and could result in a loss of some projects.  The inability of the 
Corporation to access sufficient capital for its operations could have a material adverse effect on the 
Corporation's financial condition, results of operations and prospects. 

Exploration, Production and General Operational Risks 

The business of exploration for and production of oil, gas and other hydrocarbon resources involves a 
high degree of risk.  In particular, the operations of the Corporation may be disrupted, curtailed or 
cancelled as a result of a variety of risks and hazards which are beyond the control of the Corporation, 
including but not limited to technical failures, environmental hazards, industrial accidents, occupational 
and health hazards, labour disputes, unusual or unexpected rock formations, flooding and extended 
interruptions due to inclement or hazardous weather conditions, mechanical difficulties, shortage or 
delays in the delivery of rigs and/or other equipment, compliance with and changes in governmental 
requirements, explosions and other accidents.  These risks and hazards could also result in damage to, 
or destruction of, production facilities, personal injury, environmental damage, business interruption, 
monetary losses and possible legal liability. 

Delays in the construction and commissioning of or obtaining access to gathering and processing 
facilities, other projects or various other technical difficulties may result in the Corporation's current or 
future projected target dates for production being delayed and the requirement for capital expenditures 
in excess of those estimated.  Delays in obtaining permits or extensions on the Corporation's 
concessions or leases would result in increased costs and even potential loss of those concessions or 
leases due to not being able to fulfill concession or lease requirements. 

It is still very early in the life cycle of the projects in which the Corporation has an interest.  There is no 
assurance that reserves or resources will be discovered or, if discovered, it will be commercially viable to 
produce any portion of them and drilling costs may also be higher than anticipated. Completion 
activities across the Corporation's properties may vary and will need to be continually refined with 
attendant increased costs.  Actual production rates may be less than those anticipated by the 
Corporation and very low or no production rates may be achieved. 

Drilling may involve unprofitable efforts, not only with respect to dry wells, but also with respect to 
wells which, though they yield some oil or gas, are not sufficiently productive to justify commercial 
development or to cover operating and other costs. 
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Reserve Estimates 

Reserves estimates, including those disclosed in the NI 51-101 Report, are derived from the calculations 
and estimates made by the Corporation's personnel and independent petroleum engineering 
consultants.  These estimates are imprecise and depend upon geological interpretation and statistical 
inferences and comparables that may prove to be unreliable. Actual production, revenues, expenditures 
and future cash flow with respect to such reserves will vary from these estimates, and those variances 
may be material.  The Corporation may choose not to or be unable to fund the future development 
costs to produce some or all of the estimated reserves and there is no assurance that the Corporation 
will achieve production estimates or realize the revenues reflected in such estimates.  There are many 
factors, assumptions and variables involved in estimating reserves, many of which are beyond the 
Corporation's control and which, over time, may prove to be incorrect.  Any material variation could 
have an adverse effect on the Corporation's financial condition and results of operations. 

Future Development Costs 

The Corporation expects to fund development costs through a combination of internally generated cash 
flow, equity and/or debt financing and industry farm-outs.  The timing and amount of future 
development costs may be revised and plans for development may be placed on hold if future 
development of the Corporation's properties is determined by management not to be warranted, 
including as a result of low commodity prices.  There is no guarantee that funds will be available or that 
available funds will be allocated to develop reserves.  Failure to develop reserves could negatively 
impact future net revenues.   

In addition, certain of the Corporation's activities and property interests are or may in the future be 
conducted or owned jointly with other parties and the Corporation's activities and capital requirements 
may be impacted by the exploration and development and funding decisions made by those parties, 
who will in many cases have greater financial capability than the Corporation.  A failure to participate in 
or fund exploration or development activities on such properties, whether due to the Corporation's 
inability to access the required funds or otherwise, could result in the loss of the Corporation's interest.   

Competitive Conditions  

The oil and gas industry is highly competitive.  The Corporation competes for leases in prospective shale 
gas basins in the U.S. and in Europe with a number of private and public companies some of which have 
greater financial resources, staff and facilities than the Corporation.   

The Corporation competes with other industry participants for the sourcing and availability of 
equipment, raw materials and component parts necessary in petroleum and natural gas exploration and 
development.  To date, the Corporation has had little difficulty obtaining the equipment, services and 
materials it requires for its activities.  However, as demand for drilling rigs and related equipment and 
services increase, delays and increased pricing may occur, either of which could result in delays in the 
Corporation's planned work programs which could, in turn, have an adverse effect in its ability to 
maintain project Authorizations (as defined below). 

The Corporation's ability to develop and increase reserves in the future will depend, not only on its 
ability to develop or continue to develop existing properties, but also on finding and acquiring suitable 
producing properties or prospects for development and exploratory drilling.  Competitive factors in the 
distribution and marketing of oil and gas include price, methods, pipeline access and reliability of 
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delivery and availability of imported products, all of which may be affected by factors beyond the 
Corporation's control and which could adversely affect the Corporation's financial condition and results 
of operations. 

Availability of Equipment and Access Restrictions 

Oil and gas exploration and development activities are dependent on the availability of drilling and 
related equipment in the particular areas where such activities will be conducted.  Demand for such 
limited equipment or access restrictions may affect the availability of such equipment to the 
Corporation and may delay exploration and development activities.  There can be no assurance that 
sufficient drilling and completion equipment, services and supplies will be available when needed.  
Shortages could delay the Corporation's proposed exploration, development and sales activities, and 
could have a material adverse effect on the Corporation's financial condition.  If the demand for, and 
wage rates of, qualified rig crews rise in the drilling industry, then the oil and gas industry may 
experience shortages of qualified personnel to operate drilling rigs.  This could delay the Corporation's 
drilling operations and adversely affect the Corporation's financial condition and results of operations.   

It is anticipated that additional processing facilities may need to be constructed as production increases 
with the drilling of new wells.  Should difficulties arise due to lack of financial resources or facility 
capacity, the Corporation's growth could be adversely affected. 

Reliance on Third Party Contractors 

A substantial portion of the oil and gas activities and operations of the Corporation's affiliates are 
conducted through third party contractors, including drilling rig operators and other service providers.  
While due diligence is conducted on such third parties and they are generally made aware of and in 
some cases are contractually obliged to comply with the Corporation's standards and expectations 
regarding health, safety, and environmental matters, corruption, bribery and other illegal activities, by 
virtue of their independent operations there is no assurance that such third parties will comply with the 
Corporation's policies and standards and applicable laws.  Any failure of a third party to comply with 
applicable laws, to comply with its contractual obligations or otherwise operate in accordance with the 
Corporation's expectations could have an adverse effect on the Corporation's reputation and could 
expose the Corporation to potential liability notwithstanding its lack of control over such parties' 
activities, any of which could materially and adversely affect the Corporation and its results of 
operations.  

Title, Third Party Agreements and Authorizations 

The Corporation's exploration, production, and processing activities are dependent upon agreements 
with third parties and the grant and maintenance of appropriate licenses, concessions, leases, permits 
and governmental and regulatory consents (collectively referred to herein as "Authorizations") which 
may not be renewed, renewable, extended or granted, or may be withdrawn, or made subject to 
limitations.  Some of the Corporation's projects are subject to minimum work commitments which, if 
not met or extended, could result in a loss of some or all of such project areas. There can be no 
assurance that such Authorizations will be renewed or granted, or that the terms and costs of such 
grants, extensions or renewals will be economic or on terms that the Corporation can achieve. 

The land areas covered by the Authorizations are or may be subject to agreements with the proprietors 
of the land.  If such agreements are terminated, found void or otherwise challenged, the Corporation 
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may suffer significant damage through the loss of opportunity to identify and extract oil or gas on any 
property covered by such agreements.  Furthermore, certain licenses, permits and leases and rights to 
extension of such licenses, permits and leases are held by drilling commitments and could be lost if for 
any reason such drilling commitments are not met as a result of a lack of financial resources or 
unavailability of drilling rigs when required. 

Title to oil and gas interests is often not capable of conclusive determination without incurring 
substantial expense and vendors of oil and gas interests have not in the past and may not in the future 
warranty title to assets acquired by the Corporation. The nature of the oil and gas leasing and title 
regime in the U.S. basins in which the Corporation holds an interest is such that interests in large tracts 
of acreage may be represented by hundreds or thousands of leases and obtaining absolute confirmation 
of chain of title would be time consuming and expensive.  The Corporation conducts such title reviews in 
connection with its principal properties as it believes are commensurate with the value of such 
properties and conducts an extensive title review of a particular area prior to commencement of drilling.  
However, there can be no assurance of title.  Title may be subject to unregistered liens and other 
defects which, if affecting a core area, could have a material adverse effect on the Corporation, its 
financial condition, results of operations and prospects.  

Production 

Risks related to current or future production including, but not limited to, technical difficulties, 
increased costs, reduced sales price or demand for natural gas, oil and natural gas liquids produced 
could have a material adverse effect on the Corporation's financial condition and results of operations.  
The Corporation's operations at its Tishomingo Field accounted for substantially all of the Corporation's 
oil and gas production in 2015 and to date in 2016.  Any adverse condition affecting production, 
transportation or processing of oil and gas produced from the Tishomingo Field could have a material 
adverse effect on the Corporation's financial performance or results of operations.   

Oil and Gas Prices and Marketability 

The Corporation's results of operations and financial condition are dependent on the prices received for 
the oil, natural gas and natural gas liquids it produces. Oil, natural gas and natural gas liquids prices have 
fluctuated widely during recent years and are determined by factors beyond the Corporation's control, 
including global supply and demand, international economic and political conditions, weather, gas 
processing capacity, pipeline capacity and currency exchange rates.  Future price fluctuations in world 
oil, natural gas and natural gas liquids prices will have a significant impact upon the projected revenue of 
the Corporation and the projected return from and the financial viability of the Corporation's existing 
and future reserves.  Any decline in oil, natural gas or natural gas liquids prices could have a material 
adverse effect on the Corporation's operations, financial condition, proven reserves and the level of 
expenditures on the development of its oil and natural gas reserves.  There is no assurance that a 
market will exist for oil, natural gas or natural gas liquids reserves discovered within the Corporation's 
properties. There is also no assurance that the Corporation will be able to access transportation systems 
for the transportation to the marketplace of any oil, natural gas or natural gas liquids that may be 
produced from the Corporation's properties.   

Delays in Production, Marketing and Transportation 

Various production, gas processing, marketing and transportation conditions may cause delays in oil and 
natural gas production and adversely affect the Corporation's business.  Drilling wells in areas remote 
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from distribution and production facilities may delay production from those wells until sufficient 
reserves are established to justify construction of the necessary transportation and production facilities.  
The Corporation's inability to complete wells in a timely manner would result in production delays.  In 
the U.S., most private leases require actual production to hold the lease past the expiration of the 
primary term, with limited contractual extensions available in some cases.  Because there is little 
infrastructure in some areas in which the Corporation holds its interests, including in Spain, the 
Corporation is subject to the risk that building of the necessary infrastructure will not be timely and 
costs may be prohibitive.  In addition, marketing demands, which tend to be seasonal, may reduce or 
delay production from wells.  The marketability and price of oil, natural gas and natural gas liquids that 
may be acquired or discovered by the Corporation will be affected by numerous factors beyond the 
control of the Corporation.  The ability of the Corporation to market any oil, natural gas and natural gas 
liquids it discovers may depend upon its ability to acquire space in pipelines that deliver such products 
to commercial markets.  The Corporation is also subject to deliverability uncertainties related to the 
proximity of its properties to adequate pipeline and processing facilities and extensive government 
regulation relating to price, taxes, royalties, licenses, land tenure, allowable production, the export of 
oil, natural gas and natural gas liquids and many other aspects of the oil and gas business. 

Reserves Depletion 

The Corporation's future oil and gas reserves, production and cash flow will depend upon the 
Corporation's success in acquiring reserves.  Failure to add reserves by acquiring or developing them will 
result in reserves and production declining over time. 

Environmental Protection 

All phases of the oil and natural gas business present environmental risks and hazards and are subject to 
environmental regulation.  Compliance with such legislation can require significant expenditures and a 
breach may result in the imposition of fines and penalties, some of which may be material.  
Environmental legislation is evolving in a manner expected to result in stricter standards and 
enforcement, larger fines and liability and potentially increased capital expenditures and operating 
costs.  No assurance can be given that environmental laws will not result in a curtailment of production 
or a material increase in the costs of production, development or exploration activities or otherwise 
adversely affect the Corporation's financial condition, results of operations or prospects. 

Further, the Corporation's U.S. subsidiary, BNK US, is obliged to indemnify Vintage Petroleum LLC, a 
company from which it acquired the majority of its U.S. assets, for any damages associated with the use, 
ownership or operation of the properties acquired from it and the Corporation has guaranteed the 
subsidiary's indemnification obligations.  BNK US also agreed to certain environmental indemnities in 
connection with the Woodford Sale.  While the Corporation considers the risk of environmental liability 
pursuant to these obligations to be low based on its due diligence and on past operations on the 
properties, there is no assurance that a significant liability will not be discovered and such an event 
could have a material adverse effect on the Corporation's financial condition, results of operations and 
prospects.  

Unconventional Oil and Gas Resources and Hydraulic Fracturing  

Shale oil and gas are unconventional oil and gas resources which are produced through the use of 
proven technologies and processes: horizontal drilling and hydraulic fracturing. Hydraulic fracturing 
involves injecting water, proppant (often sand), and small volumes of additives into the shale formation 
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to fracture the hydrocarbon-bearing rock thousands of feet below the surface to facilitate a higher flow 
of hydrocarbons into the wellbore.  In North America and Europe, environmental and other groups have 
expressed concern that hydraulic fracturing operations may have environmental impacts, including 
water aquifer contamination and other qualitative and quantitative effects on water resources as 
potentially large quantities of water are used and injected fluids either remain underground or flow back 
to the surface to be collected, treated and disposed of.  Regulatory authorities in certain jurisdictions 
have announced and may in the future announce initiatives in response to such concerns.  Public 
perception of environmental risks associated with hydraulic fracturing can further increase pressure on 
governments to adopt new laws, regulations or permitting requirements or lead to regulatory delays, 
legal proceedings and/or negative impacts on the corporate reputation of companies involved in this 
sector. Federal, state, and local legislative and regulatory initiatives relating to hydraulic fracturing in the 
jurisdictions in which the Corporation operates or may operate in the future, as well as governmental 
reviews of such activities in connection with applications by the Corporation for permits or otherwise, 
could temporarily or permanently prohibit the Corporation's operations in those jurisdictions or result in 
increased costs or additional operating restrictions or delays, adversely affect the Corporation's 
exploration and development activities or production and lead to third-party or governmental claims.  
The development of natural gas and oil resources from shale formations in which the Corporation has or 
may in the future have an interest may not be commercial without the use of hydraulic fracturing. 
Restrictions on hydraulic fracturing could reduce the amount of natural gas and oil that the Corporation 
is ultimately able to produce from its reserves. 

Governmental Regulations  

Governmental approvals, licenses, concessions and permits are subject to the discretion of the 
applicable governments or governmental agencies and offices.  The Corporation must comply with 
known standards, existing laws and regulations.  If implemented, new laws and regulations, 
amendments to existing laws and regulations or more stringent enforcement of existing laws and 
regulations could have a material adverse impact on the Corporation's results of operations, financial 
condition and prospects. 

The Corporation anticipates that it will be required to demonstrate, to the satisfaction of authorities in 
countries in which it holds concessions from time to time, the Corporation's compliance with the 
concession terms respecting exploration expenditures, results of exploration, environmental protection 
matters and other factors.  Although the exploration and exploitation Authorizations currently held by 
the Corporation may be cancelled or relinquished by the Corporation at any time, the Corporation 
would likely not be able to recover previous payments made under the Authorizations or any other costs 
incurred respecting the Authorizations upon such cancellation and the Corporation may have continuing 
obligations for work done or required while it held such Authorizations. There can be no assurance that 
the Corporation will be able to take measures to provide adequate protection against any of the 
political, economic or social uncertainties discussed in these Risk Factors.  For example, the Corporation 
is aware of proposed new laws in jurisdictions in which it operates that, if implemented, may adversely 
affect the rights of the Corporation and other exploration concession holders to explore or develop or 
produce from those concessions. 

Foreign Operations and Enforcement of Laws 

Enforcement of laws in the jurisdictions in which the Corporation operates may depend on and be 
subject to the interpretation placed upon such laws by the relevant local authority, and such authority 
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may adopt an interpretation of an aspect of local law which differs from the advice that has been given 
to the Corporation.  There can be no assurance that the Corporation's contracts, joint ventures, licenses, 
license applications or other legal arrangements will not be adversely affected by the actions of 
governments or government bodies or authorities and the effectiveness of and enforcement of such 
arrangements in these jurisdictions. 

The Corporation's assets are located in the U.S. and certain European countries and the Corporation is in 
the process of attempting to acquire additional concessions in other countries.  As such, the Corporation 
is subject to political, economic and other uncertainties not within the control of the Corporation, 
including, but not limited to, the uncertainty of negotiating with foreign governments, adverse 
legislation, renegotiation or nullification of existing concessions, adverse determinations or rulings by 
governmental authorities, change in energy policies or in the personnel administering them, changes in 
rules regarding foreign ownership, disputes between various levels of authorities, arbitrating and 
enforcing claims against entities that may claim sovereignty, authorities claiming jurisdiction, potential 
implementation of exchange controls and royalty and government-take increases, price controls, export 
controls, income and other taxes, restrictions on foreign investment and other risks arising out of 
foreign governmental sovereignty over the areas in which the Corporation's operations are conducted, 
as well as risks of loss due to civil strife, acts of war and insurrections.  Failure to comply strictly with 
applicable laws, regulations and local practices relating to oil and gas license applications and tenure, 
could result in loss, reduction or expropriation of entitlements, or the imposition of additional local or 
foreign parties as joint venture partners with carried or other interests. The occurrence of these various 
factors and uncertainties cannot be accurately predicted and could have an adverse effect on the 
Corporation's operations or profitability. 

The Corporation's international operations and investments may also be adversely affected by laws and 
policies of Canada affecting foreign trade, taxation and investment.  In the event of a dispute arising in 
connection with its foreign operations, the Corporation may be subject to the exclusive jurisdiction of 
foreign courts or may not be successful in subjecting foreign persons to the jurisdiction of courts of 
Canada or enforcing Canadian judgments in foreign jurisdictions.  In addition, the Corporation's 
operating subsidiaries are formed pursuant to, and their operations are governed by the laws of foreign 
jurisdictions and a number of complex legal and contractual relationships.  The effectiveness of and 
enforcement of such contracts and relationships with parties in these jurisdictions cannot be assured.  
Consequently, the Corporation's foreign activities could be substantially affected by factors beyond the 
Corporation's control, any of which could have a material adverse effect on the Corporation.  The 
Corporation is regularly required to guarantee the obligations of its operating subsidiaries in connection 
with the concessions and contractual arrangements of the subsidiaries. 

Further, as almost all of the Corporation's assets are located outside of Canada, the ability of the 
Corporation and its directors and management to manage its operations and protect its assets may be 
materially impeded or affected. 

Third Party Credit Risk 

The Corporation is exposed to third party credit risk through its contractual arrangements with its 
current and future joint venture partners, drilling contractors, lenders and other parties.  In the event 
such entities fail to meet their contractual obligations to the Corporation or their other third party 
commitments, such failures could have a material adverse effect on the Corporation.  In addition, poor 
credit conditions in the industry or of co-venturers may impact a co-venturer's willingness to participate 
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in the Corporation's ongoing capital programs, potentially delaying the programs and the results of such 
program until the Corporation finds a suitable alternative co-venturer.  If the Corporation is unable to 
find an alternative co-venturer or to fund its co-venturer's obligations, it may lose its interest in jointly-
held assets, which could have a material adverse effect on the Corporation, its results of operations and 
the price or value of its securities. 

Hedging Activities 

From time to time the Corporation enters into financial derivative transactions to manage commodity 
price fluctuations and stabilize cash flows.  While the desired effect of the agreements is to mitigate the 
risk of revenue losses if commodity prices decline, if commodity prices increase beyond the levels set in 
such agreements, the Corporation will not benefit from such increases and if costs incurred increase, 
such hedging activities could have a material adverse effect on the Corporation's financial condition and 
results of operations.   

Fiscal Matters 

As of the date of this AIF, there are no significant restrictions on the repatriation of capital and 
distribution of earnings that affect the Corporation. There can be no assurance, however, that 
restrictions on repatriation of capital or distributions of earnings will not affect the Corporation in the 
future.  

Amendments to domestic or foreign taxation laws and regulations in the countries in which the 
Corporation has assets or operations which alter tax rates and/or capital allowances could have a 
material adverse impact on the Corporation. 

The Corporation is subject to the risk that currencies will not be convertible at satisfactory rates, that 
fluctuations in the conversion rates between Canadian, U.S. and European currencies may result in 
higher general and administrative expenses or may not accurately reflect the relative value of goods and 
services available or required.  Funds raised through equity issuances are generally raised in Canadian 
dollars whereas the majority of the Corporation's expenditures are typically incurred in other currencies 
and therefore currency fluctuations could have a material impact on the Corporation's results of 
operations.  The exchange rates between the Canadian, U.S. and European currencies have varied 
substantially recently.  The Corporation is not currently using exchange rate derivatives to manage 
exchange rate risks.  

Cost of New Technologies 

The oil and gas industry is characterized by rapid and significant technological advancements and 
introductions of new products and services utilizing new technologies.  Other oil and gas companies 
have greater financial, technical and personnel resources that allow them to enjoy technological 
advantages and may in the future allow them to implement new technologies before the Corporation 
does.  There can be no assurance that the Corporation will be able to respond to such competitive 
pressures and implement such technologies on a timely basis or at an acceptable cost.  One or more of 
the technologies currently utilized by the Corporation or implemented in the future may become 
obsolete.  In such case, the Corporation's business, financial condition and results of operations could be 
materially adversely affected.  If the Corporation is unable to utilize the most advanced commercially 
available technology, the Corporation's business, financial condition and results of operations could be 
materially adversely affected. 
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Uninsured Risks 

The Corporation, as a participant in oil and gas extraction projects, may become subject to liability for 
hazards which cannot be insured against or against which it may elect not to be insured because of high 
premium costs or other commercial reasons.  The Corporation may incur liabilities to third parties (in 
excess of any insurance coverage) arising from pollution or other damage or injury.  There can be no 
assurance that the Corporation will be able to obtain insurance at reasonable rates (or at all) or that any 
coverage it obtains will be adequate and available to cover any such claims.  An uninsured claim, if 
substantial, could have a material adverse effect on the Corporation, its results of operations and, in a 
worst case scenario, ability to continue as a going concern. 

Decommissioning Costs 

The Corporation may become responsible for costs associated with abandoning and reclaiming wells, 
facilities and pipelines, which it may use for production of oil and gas.  Abandonment and reclamation of 
facilities and the costs associated therewith is often referred to as "decommissioning".  There are no 
immediate plans to establish a cash reserve account for these potential costs.   The Corporation makes a 
provision for asset retirement obligations in the financial statements in accordance with IFRS; however, 
there is no requirement to set up cash reserves.  Should decommissioning be required, the costs of 
decommissioning may exceed the value of hydrocarbon reserves remaining and any salvage value of the 
equipment at any particular time to cover such decommissioning costs.  The Corporation may have to 
draw on funds from other sources to satisfy such costs.  The use of other funds to satisfy such 
decommissioning costs could have a materially adverse effect on the Corporation's financial position 
and future results of operations. 

Labour 

The Corporation uses local labour to carry out site work on some of its projects.  The Corporation has 
directly or indirectly through its subsidiaries employed local workers and is subject to local labour laws.  
While the Corporation has not been materially adversely affected by any labour related developments 
or industrial action in the past, there can be no assurance that such developments or actions may not 
occur in the future.  Such occurrences may have a material adverse impact on the business, operations, 
prospects and financial performance of the Corporation.   

Reliance on Third Party Operators and Key Personnel 

To the extent that the Corporation is not the operator of its properties, the Corporation will be 
dependent upon other guarantors' or third parties' operations for the timing of activities and will be 
largely unable to control the activities of such operators.  In addition, the Corporation's success 
depends, to a significant extent, upon management and key employees.  The loss of key employees 
could have a negative effect on the Corporation.  Attracting and retaining additional key personnel will 
be required for the Corporation's business to be successful.  The Corporation faces significant 
competition for skilled personnel.  There is no assurance that the Corporation will successfully attract 
and retain personnel required to continue to expand its business and to successfully execute its business 
strategy. 

Litigation 

All industries, including the oil and gas industry, are subject to legal claims, with and without merit. The 
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Corporation is currently involved in legal disputes and litigation which it considers, based on its 
reasoned assessment of all available information including legal advice received regarding the basis in 
law for the counterparties' claims, not to be material or likely to have a material adverse effect on the 
Corporation or its results of operations. It is likely, given the nature of the Corporation's business, that it 
will become involved in legal disputes in the future.  Notwithstanding the Corporation's assessment of 
the likely outcome and potential effect of current disputes, the outcome is not certain.  Some such 
disputes are governed by the laws of jurisdictions where substantive and procedural laws may differ 
materially from those of the United States and Canada, and which may favour a claimant.  These and 
other factors make the litigation and dispute resolution process inherently unpredictable.  Furthermore, 
defence and settlement costs can be substantial, even with respect to claims that have no merit.  It is 
possible that the outcome or resolution of legal proceedings and disputes, individually or in the 
aggregate, could be other than as expected and could have a material adverse effect on the 
Corporation's financial position and results of operations. 

Anti-Bribery and Anti-Corruption Laws 

The Corporation is subject to anti-bribery and anti-corruption laws, including the Corruption of Foreign 
Public Officials Act (Canada) and the U.S. Foreign Corrupt Practices Act. Failure to comply with these 
laws could subject the Corporation to, among other things, reputational damage, civil or criminal 
penalties, other remedial measures and legal expenses which could adversely affect the Corporation's 
business, results of operations and financial condition. It may not be possible for the Corporation to 
ensure compliance with anti-bribery and anti-corruption laws in every jurisdiction in which its 
employees, agents, sub-contractors or joint venture partners are located or may be located in the 
future. 

Conflicts of Interest 

Certain of the directors of the Corporation may have associations with other oil and gas companies or 
with other industry participants with whom the Corporation does business.  The directors of the 
Corporation are required by applicable corporate law to act honestly and in good faith with a view to the 
Corporation's best interests and to disclose any interest which they may have in any project or 
opportunity to the Corporation.  However, their interests in the other companies may affect their 
judgment and cause such directors to act in a manner that is not necessarily in the best interests of the 
Corporation.   

Write-downs and Impairments  

Oil and gas concessions and interests which are non-financial assets are the most significant assets of 
the Corporation and represent capitalized expenditures related to the development of oil and gas 
properties and related plant and equipment and the value assigned to exploration potential on 
acquisition. The carrying amounts of the Corporation's non-financial assets are reviewed at each 
reporting date to determine whether there is any indication of impairment.  If any such indication exists, 
then the asset's recoverable amount is estimated.  An impairment loss is recognized if the carrying 
amount of an asset exceeds its estimated recoverable amount.  Estimations of recoverable amounts are 
based on discounted estimated future cash flows, which in turn are based on a number of assumptions 
and estimates relating to future production, commodity prices, operating costs and capital costs, none 
of which can be predicted with certainty, particularly given current global economic conditions.   
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The Corporation also has financial assets such as cash, accounts receivable and commodity contracts. A 
financial asset is considered impaired if objective evidence indicates that one or more events have had a 
negative effect on the estimated future cash flows of that asset.  An impairment loss in respect of a 
financial asset measured at amortized cost is calculated as the difference between its carrying amount, 
and the present value of the estimated future cash flows discounted at the original effective interest 
rate. 

All impairment losses are recognized in the statement of operations.  An impairment loss in respect of 
non-financial or financial assets could have a material adverse effect on the Corporation's results of 
operations and its ability to access the capital required to maintain operations or achieve its growth 
plans. 

DIVIDENDS 

The Corporation has not paid any dividends or distributions on its Common Shares.  The Corporation's 
current dividend or distribution policy is to retain any earnings and other cash resources for the 
operation and development of the Corporation's business.  Any decision to pay dividends or 
distributions on Common Shares in the future will be made by the board of directors on the basis of the 
earnings, financial requirements and other conditions existing at such time.  

DESCRIPTION OF CAPITAL STRUCTURE 

Share Capital 

The Corporation's authorized share capital consists of an unlimited number of Common Shares without 
par value. 

The holders of the Common Shares are entitled to receive notice of and to attend all meetings of the 
shareholders of the Corporation. Each Common Share confers the right to one vote in person or by 
proxy at all meetings of the shareholders of the Corporation.  The holders of the Common Shares, 
subject to the prior rights, if any, of the holders of any other class of shares of the Corporation, are 
entitled to receive such dividends in any financial year as the board of directors of the Corporation may 
by resolution determine.  In the event of the liquidation, dissolution or winding-up of the Corporation, 
whether voluntary or involuntary, the holders of the Common Shares are entitled, subject to the prior 
rights, if any, of the holders of any other class of shares of the Corporation, to participate rateably in the 
remaining property and assets of the Corporation. 

As at December 31, 2015 and March 28, 2016, there were 162,689,292 Common Shares issued and 
outstanding.   

Debt 

As at December 31, 2015 and the date of this AIF, the Corporation's subsidiary, BNK US, had a $100 
million reserve-based credit facility, against which it had borrowed $24,400,000.  

Stock Options 

The Corporation has a stock option plan (the "Plan") that permits the issuance of incentive stock options 
("Options") equal in number to up to 10% of the issued and outstanding Common Shares at the time of 
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grant, to eligible participants as described in the Plan.  Options do not confer on the holder any right to 
vote at a meeting of the shareholders of the Corporation.   

Any increase in the issued and outstanding Common Shares will result in an increase in the number of 
Common Shares available for grant under the Plan, and any exercises of stock options will make new 
grants available under the Plan. The exercise price of an Option granted under the Plan may not be set 
at less than the closing market price of the Common Shares on the TSX on the trading day immediately 
preceding the date of grant of the Option. The Options may be granted for terms of up to ten years, as 
determined by the Board of Directors (or Compensation Committee) of the Corporation, and are non-
assignable, other than pursuant to a will or by the laws of descent and distribution.  Options may be 
subject to vesting as determined by the directors at the time of grant.  Unvested options are 
immediately exercisable in the event of a take-over bid or change of control, as defined in the Plan. 

As at December 31, 2015, there were a total of 8,893,666 Options outstanding with exercise prices 
ranging between C$0.55 and C$4.36 and expiry dates ranging from 2016 to 2020., all of which Options 
were granted pursuant to the Plan. 

Restricted Share Unit Plan 

The Corporation has a restricted share unit plan (the "RSU Plan").  The RSU Plan has been established to 
provide a greater alignment of interests between directors, executive officers and employees of the 
Corporation and its affiliates (for the purposes of this section, "Designated Participants") and 
shareholders of the Corporation, and to provide a compensation mechanism for Designated Participants 
that appropriately reflects the responsibility, commitment and risk accompanying their roles. The RSU 
Plan is also intended to assist the Corporation to attract, retain and motivate Designated Participants 
with experience and ability, and to allow Designated Participants to participate in the success of the 
Corporation.  Under the RSU Plan, restricted share units ("RSUs") may be granted to such Designated 
Participants as may be determined by the Board in its sole discretion with effect from such dates as 
the Board may specify.  As at December 31, 2015 and the date of this AIF, no RSUs have been granted. 

Share Purchase Warrants 

As at December 31, 2015 and the date of this AIF, the Corporation does not have any have share 
purchase warrants outstanding. 
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MARKET FOR SECURITIES 

The Common Shares are listed and trade on the TSX under the symbol "BKX".  

Trading Price and Volume 

The following table sets forth the price ranges and volume of Common Shares traded on the TSX during 
the most recently completed financial year: 

Year Month High(C$) Low(C$) Volume 

2015 January $0.42 $0.27 2,144,700 

 February $0.37 $0.28 3,189,000 
 March $0.65 $0.36 9,287,200 

 April $0.70 $0.50 4,770,300 

 May $0.95 $0.75 8,841,900 

 June $0.82 $0.52 3,795,000 

 July $0.58 $0.42 2,773,300 
 August $0.54 $0.44 3,111,700 

 September $0.52 $0.35 1,701,100 

 October $0.45 $0.38 1,359,800 

 November $0.39 $0.28 2,277,000 

 December $0.30 $0.21 1,817,900 

PRIOR SALES 

The Corporation issued the following securities which are not listed or quoted on a marketplace during 
the most recently completed financial year.  

Year Security Date of Issue
(1)

 
Aggregate Number 

Issued 
Exercise Price 

(C$) 

2015 Stock Options January 30 995,000 $0.55 
(1)

 All Stock Options have a term of five years.  

DIRECTORS AND OFFICERS 

Name, Occupation and Security Holding 

The following table sets forth all current directors and executive officers of the Corporation as of the 
date of this AIF, with each position and office held in the Corporation, and the period of service as a 
director of the Corporation (if applicable). Each director's term of office expires at the next annual 
general meeting of shareholders.  

Name, Position, Province or State 
and Country 
of Residence 

Year First Became 
a Director 

Principal Occupation During the Past 5 Years 
(including officer positions with the Corporation) 

Ford G. Nicholson
(3)(5)

 
British Columbia, Canada 
Chairman (non-executive), 
Director 

2008 President and director BNK US, January 2005 to 
August 2006.  President Kepis & Pobe Investments 
Inc., a private investment company, since July 2001. 
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Name, Position, Province or State 
and Country 
of Residence 

Year First Became 
a Director 

Principal Occupation During the Past 5 Years 
(including officer positions with the Corporation) 

Robert Cross
(1)(2)(3)

 
British Columbia, Canada 
Director 

2008 Independent director and, in some cases, non-
executive chair of boards of public companies 
principally in the resource sector. 

Victor Redekop
(1)(2)(4)(5)

 
Alberta, Canada 
Director 

2008 Director, Simmons Group Inc., a privately-owned 
drilling services company. 

Eric Brown
(1)(2)(3)

 
British Columbia, Canada 
Director 

2008 Independent consultant June 2007 to date. Regional 
Managing Partner, Alberta Advisory Services, Meyers 
Norris Penny LLP, March 2002 to May 2006. 

General Wesley Clark
(4)

(retired) 
Arkansas, U.S. 
Director 

2009 Chief Executive Officer of Wesley K. Clark and 
Associates since 2003. Chairman of Rodman and 
Renshaw.  General in the United States Army, retired 
June 2000.  

Wolf Regener
(4)

 
California, U.S. 
President, Chief Executive Officer 
and Director 

2010 President and CEO of the Corporation since July 2008 
and President of BNK US since January 2005. 

Leslie O'Connor
(5) 

Colorado, U.S. 
Director 

2014 Managing Partner of MHA Petroleum Cons. since 
May 2006. 

Gary Johnson 
California, U.S. 
Chief Financial Officer and Vice 
President 

Not Applicable Chief Financial Officer and Vice President of the 
Corporation since November 2013; Chief Financial 
Officer of the Corporation between April 2013 and 
November 2013; Financial and International 
Controller of the Corporation between June 2011 
and April 2013; Assistant Controller of Ascent Media 
Corporation between September 2008 and June 
2011. 

Steve Warshauer 
California, U.S. 
Vice President Exploration 

 

Not Applicable Vice President of Exploration of the Corporation 
since February 2011; Director of Geology of the 
Corporation from February 2010 to February 2011; 
Senior Geological Advisor for Devon Energy, Inc. from 
April 2007 to February 2010; Senior Staff Geologist, 
Dominion E&P Inc. from April 2001 to April 2007. 

Raymond Payne 

Oklahoma, U.S.  
Vice President, U.S. Operations 

Not Applicable Vice President, U.S. Operations of the Corporation 
since September 2014; Manager Drilling and 
Completions of Marathon Oil Company from 2012 to 
2014; Vice President Drilling of Devon Energy 
Corporation from 2005 to 2011. 

Notes:  
(1) Member of the Audit Committee.   
(2) Member of the Corporate Governance Committee.   
(3) Member of the Compensation Committee. 
(4) Member of the Health, Safety and Environmental Committee. 
(5) Member of the Reserves Committee. 
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Control of Securities 

As at December 31, 2015, the directors and executive officers of the Corporation as a group beneficially 
owned, or exercised control or direction over, directly or indirectly an aggregate of 13,395,977 Common 
Shares, representing approximately 8.2% of the issued and outstanding Common Shares. 

Cease Trade Orders, Bankruptcies, Penalties or Sanctions 

To the knowledge of the Corporation, no director or executive officer of the Corporation is or was within 
10 years prior to the date hereof, a director, chief executive officer or chief financial officer of any 
company (including the Corporation) that: 

(a) was subject to an order that was issued while the director or executive officer was 
acting in the capacity as director, chief executive officer or chief financial officer; or 

(b) was subject to an order that was issued after the director or executive officer ceased to 
be a director, chief executive officer or chief financial officer and which resulted from an 
event that occurred while that person was acting in the capacity as director, chief 
executive officer or chief financial officer. 

For the purposes of the disclosure immediately above, "order" means:  (a) a cease trade order, including 
a management cease trade order, whether or not the person was named in the order; (b) an order 
similar to a cease trade order; or (c) an order that denied the relevant company access to any exemption 
under securities legislation, that in each case was in effect for a period of more than 30 consecutive 
days. 

To the knowledge of the Corporation, no director or executive officer of the Corporation or any 
shareholder holding a sufficient number of securities of the Corporation to affect materially the control 
of the Corporation: 

(a) is, as at the date hereof, or has been within the 10 years before the date hereof, a 
director or executive officer of any company (including the Corporation) that, while that 
person was acting in that capacity, or within a year of that person ceasing to act in that 
capacity, became bankrupt, made a proposal under any legislation relating to 
bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement 
or compromise with creditors or had a receiver, receiver manager or trustee appointed 
to hold its assets; or 

(b) has, within the 10 years before the date hereof, become bankrupt, made a proposal 
under any legislation relating to bankruptcy or insolvency, or become subject to or 
instituted any proceedings, arrangement or compromise with creditors, or had a 
receiver, receiver manager or trustee appointed to hold the assets of the director, 
executive officer or shareholder. 

To the knowledge of the Corporation, no director or executive officer of the Corporation or any 
shareholder holding a sufficient number of securities of the Corporation to affect materially the control 
of the Corporation, has been subject to: 
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(a) any penalties or sanctions imposed by a court relating to securities legislation or by a 
securities regulatory authority or has entered into a settlement agreement with a 
securities regulatory authority; or 

(b) any other penalties or sanctions imposed by a court or regulatory body that would likely 
be considered important to a reasonable investor in making an investment decision. 

Conflicts of Interest 

Certain of the Corporation's directors and officers serve or may agree to serve as directors or officers of 
other reporting and private companies or have significant shareholdings in other reporting and private 
companies and, to the extent that such other companies may participate in ventures in which the 
Corporation may participate, or contract with the Corporation, such directors and officers of the 
Corporation may have a conflict of interest in negotiating and concluding terms of such ventures or 
contracts.  From time to time, several such companies may participate in the acquisition, exploration 
and development of natural resource properties thereby allowing for their participation in larger 
programs, permitting involvement in a greater number of programs and reducing financial exposure in 
respect of any one program.  It may also occur that a particular company will assign all or a portion of its 
interest in a particular program to another of these companies due to the financial position of the 
company making the assignment.  In such circumstances directors and officers of the Corporation who 
are also directors and officers of other companies involved in such a transaction may experience a 
conflict or potential conflict that could detract from their efforts on behalf of the Corporation.  In the 
event of an actual or potential conflict of interest, a director who has such a conflict is required to 
abstain from voting on the matter and not participate in negotiating and concluding terms of any 
proposed transaction.  Under the laws of the province of British Columbia, the directors of the 
Corporation are required to act honestly, in good faith and in the best interests of the Corporation and 
to disclose any conflict of interest.  The Corporation's Code of Ethics imposes similar obligations on 
officers and employees.  See also "Risk Factors" and "Interest of Management and Others in Material 
Transactions".   

Promoters 

No person or company has been a promoter of the Corporation within the two most recently completed 
financial years or during the current financial year. 

AUDIT COMMITTEE INFORMATION 

Audit Committee Mandate 

The Corporation's Audit Committee has a Charter in the form attached to this AIF as Schedule "A".  

Composition of Audit Committee 

The Audit Committee consists of three directors, namely Eric Brown (Chair), Robert Cross and Victor 
Redekop.  All of the members of the Audit Committee are independent and financially literate within the 
meaning of those terms set forth in National Instrument 52-110 ("NI 52-110").  
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Education and Experience 

The following is a description of the education and experience of each Audit Committee member that is 
relevant to the performance of his responsibilities as an Audit Committee member:  

Eric Brown (Chair) is a Chartered Accountant with several years of experience as a director of both 
private and public Canadian companies.  He has served on public company audit committees in the past.  
Eric has 30 years' experience in the financial services industry. 

Robert Cross has more than 25 years of experience as a financier in the mining and oil and gas sectors.  
He is a co-founder and non-executive Chairman of Bankers Petroleum Ltd., non-executive Chairman of 
B2Gold Corp., co-founder and Chairman of Petrodorado Energy Ltd., and until October 2007, was the 
non-executive Chairman of Northern Orion Resources Inc.  Between 1996 and 1998, Mr. Cross was 
Chairman and Chief Executive Officer of Yorkton Securities Inc.  From 1987 to 1994, he was a Partner, 
Investment Banking with Gordon Capital Corporation in Toronto.  He has an Engineering Degree from 
the University of Waterloo, and received his MBA from Harvard Business School in 1987. 

Victor Redekop is a Chartered Accountant.  He has over 30 years of experience in a senior management 
capacity with various companies.  

Audit Committee Oversight 

No recommendation of the Audit Committee to nominate or compensate an external auditor was not 
adopted by the Corporation's board of directors.  

Audit Fees and Pre-Approval of Audit Services 

Under the terms of the Audit Committee Charter, the Audit Committee is required to review and pre-
approve the objectives and scope of the external audit work and proposed fees.  In addition, the Audit 
Committee is required to review and pre-approve all non-audit services, including tax services, which 
the Corporation's external auditors are to perform.  The Audit Committee has adopted specific policies 
and procedures for the engagement of non-audit services as set out in the Audit Committee Charter.  
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External Auditor Service Fees 

The aggregate fees billed by the Corporation's external auditors during the years ended 
December 31, 2015 and 2014 are as follows:  

 2015 2014 
Audit Fees C$ 303,900 C$ 358,500 
Audit Related Fees - - 
Tax Compliance Fees 174,900 176,500 

 C$ 478,800 C$ 535,000 
Other Tax Fees (1) 65,700 171,200 
Other Fees - - 

Total Fees C$ 544,500 C$ 706,200 

Notes:  
(1) Tax planning and tax advice services. 

 

LEGAL PROCEEDINGS AND REGULATORY ACTIONS 

From time to time, the Corporation or its subsidiaries are the subject of litigation arising out of 
operations.  Damages claimed under such litigation may be material or may be indeterminate and the 
outcome of such litigation may materially impact the Corporation's financial condition or results of 
operations.  The Corporation and its properties are not currently subject to any legal proceedings, nor 
are any proceedings known to be contemplated that involves a claim for damages in an amount that 
excluding interest and costs exceeds 10% of the current assets of the Corporation.  No penalties or 
sanctions were imposed against the Corporation by a court relating to securities legislation or by a 
securities regulatory authority and the Corporation did not enter into any settlement agreements before 
a court in respect of securities legislation or with a securities regulatory authority during the most 
recently completed financial year or prior to the date of this AIF.  There are no other penalties or 
sanctions imposed by a court or regulatory body against the Corporation or its subsidiaries that would 
likely be considered important to a reasonable investor in making an investment decision.  

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

Except as disclosed in this AIF, to the knowledge of the Corporation no director, executive officer or 
principal shareholder of the Corporation, or any associate or affiliate of the foregoing, has had any 
material interest, direct or indirect, in any transaction within the three most recently completed 
financial years or during the current financial year that has materially affected or will materially affect 
the Corporation.   

TRANSFER AGENTS AND REGISTRARS  

The transfer agent and registrar for the Common Shares is Computershare Investor Services Inc., located 
at 600, 530 – 8th Avenue SW, Calgary, Alberta, T2P 3S8.  
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MATERIAL CONTRACTS 

There are no contracts of the Corporation, other than contracts entered into in the ordinary course of 
business of the Corporation, that are material to the Corporation and that were entered into within the 
most recently completed financial year of the Corporation or before the most recently completed 
financial year of the Corporation and which are still in effect or that are otherwise required to be filed 
pursuant to National Instrument 51-102 Continuous Disclosure Obligations, other than the Amended 
and Restated Credit Agreement dated as of July 29, 2014 made between BNK Petroleum (US) Inc. (as 
borrower) and Morgan Stanley Capital Group Inc. (as agent), a copy of each of which has been filed 
under the Corporation's profile at www.sedar.com.   

INTERESTS OF EXPERTS 

Names of Experts 

Information in the National Instrument 51-101F2 Report on Reserves Data by Independent Qualified 
Reserves Evaluator or Auditor as at December 31, 2015, which is incorporated by reference herein, was 
prepared by Netherland, Sewell.  

Interests of Experts 

To the knowledge of the Corporation, none of Netherland, Sewell or any of the partners, employees or 
consultants of Netherland, Sewell, at the time of preparing the applicable statement or report, held or 
thereafter received or will receive any registered or beneficial interests, direct or indirect, in any 
securities or other property of the Corporation or of one of the Corporation's associates or affiliates.   

None of the directors, officers, or employees of Netherland, Sewell is or is expected to be elected, 
appointed or employed as a director, officer or employee of the Corporation or any associate or affiliate 
of the Corporation. 

Auditors 

KPMG LLP are the auditors of the Corporation and have confirmed that they are independent with 
respect to the Corporation within the meaning of the relevant rules and related interpretations 
prescribed by the relevant professional bodies in Canada and any applicable legislation or regulations.  

ADDITIONAL INFORMATION 

Additional information relating to the Corporation may be found on SEDAR at www.sedar.com.  

Additional information, including remuneration of directors and named executive officers, indebtedness 
of directors and officers, principal holders of the Corporation's securities, and securities authorized for 
issuance under equity compensation plans is contained in the Corporation's Information Circular for its 
most recent annual general meeting of security holders that involved the election of directors.  

Additional financial information is provided in the Corporation's consolidated financial statements and 
management's discussion and analysis for the year ended December 31, 2015.  

http://www.sedar.com/
http://www.sedar.com/


 

 

SCHEDULE "A" 

AUDIT COMMITTEE CHARTER 

AUDIT COMMITTEE CHARTER 

I. MANDATE 

The primary function of the audit committee (the "Committee") is to assist the Board of Directors in fulfilling its 

financial oversight responsibilities by reviewing the financial reports and other financial information provided by the 

Company to regulatory authorities and shareholders, the Company's systems of internal controls regarding finance 

and accounting, and the Company's auditing, accounting and financial reporting processes. Consistent with this 

function, the Committee will encourage continuous improvement of, and should foster adherence to, the Company's 

policies, procedures and practices at all levels. The Committee's primary duties and responsibilities are to: 

 Serve as an independent and objective party to monitor the Company's financial reporting and internal control 

system and review the Company's financial statements. 

  Review and appraise the performance of the Company's external auditors. 

 Provide an open avenue of communication among the Company's auditors, financial and senior management 

and the Board of Directors. 

II. COMPOSITION 

The Committee shall be comprised of three directors as determined by the Board of Directors, all of whom shall 

independent, as such term is defined in National Instrument 52-110 – Audit Committees.  

All members of the Committee shall have accounting or related financial management expertise. All members of the 

Committee that are not financially literate will work towards becoming financially literate to obtain a working 

familiarity with basic finance and accounting practices. For the purposes of the this Charter, the definition of 

"financially literate" is the ability to read and understand a set of financial statements that present a breadth and level 

of complexity of accounting issues that are generally comparable to the breadth and complexity of the issues that 

can presumably be expected to be raised by the Company's financial statements.  

The members of the Committee shall be elected by the Board of Directors at its first meeting following the annual 

shareholders' meeting. Unless a Chair is elected by the full Board of Directors, the members of the Committee may 

designate a Chair by a majority vote of the full Committee membership. 

III. MEETINGS 

The Committee shall meet at least quarterly, or more frequently as circumstances dictate. As part of its job to foster 

open communication, the Committee will meet at least annually with the Chief Financial Officer and the external 

auditors in separate sessions. 

IV. RESPONSIBILITIES AND DUTIES 

To fulfill its responsibilities and duties, the Committee shall: 

Review of Reports, Policies and Procedures 

1. Review and update this Charter annually. 

2. Review the Company's financial statements, MD&A and any annual and interim earnings press releases 

before the Company publicly discloses this information and any reports or other financial information 
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(including quarterly financial statements), which are submitted to any governmental body, or to the public, 

including any certification, report, opinion, or review rendered by the external auditors. 

3. Review with management and make recommendations to the Board in respect of the adequacy and 

effectiveness of the Company's financial risk management procedures. 

4. Review the monitoring of the Whistleblower Policy for the submission, receipt, retention and treatment of 

complaints and concerns regarding accounting and auditing matters, and review any developments and 

responses on reports received thereunder. 

External Auditors 

5. Review annually the performance of the external auditors and ensure their independence after reviewing all 

significant relationships they might have with the Company. 

6. Take, or recommend that the full Board of Directors take, appropriate action to oversee the independence 

of the external auditors. 

7. Recommend to the Board of Directors the selection and, where applicable, the replacement of the external 

auditors nominated annually for shareholder approval. 

8. At each meeting, consult with the external auditors, without the presence of management, about the quality 

of the Company's accounting principles, internal controls and the completeness and accuracy of the 

Company's financial statements. 

9. Review and approve the Company's hiring policies regarding partners, employees and former partners and 

employees of the present and former external auditors of the Company. 

10. Review with management and the external auditors the audit plan for the year-end financial statements and 

intended template for such statements. 

11. Review and pre-approve all audit and audit-related services and the fees and other compensation related 

thereto, and any non-audit services, provided by the Company's external auditors. The pre-approval 

requirement is waived with respect to the provision of non-audit services if: 

i. the aggregate amount of all such non-audit services provided to the Company constitutes not more 

than five percent of the total amount of revenues paid by the Company to its external auditors 

during the fiscal year in which the non-audit services are provided; 

ii. such services were not recognized by the Company at the time of the engagement to be non-audit 

services; and 

iii. such services are promptly brought to the attention of the Committee by the Company and 

approved prior to the completion of the audit by the Committee or by one or more members of the 

Committee who are members of the Board of Directors to whom authority to grant such approvals 

has been delegated by the Committee.  

Provided the pre-approval of the non-audit services is presented to the Committee's first scheduled meeting 

following such approval such authority may be delegated by the Committee to one or more independent 

members of the Committee. 
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Financial Reporting Processes 

12. In consultation with the external auditors, review with management the integrity of the Company's financial 

reporting process, both internal and external. 

13. Consider the external auditors' judgments about the quality and appropriateness of the Company's 

accounting principles as applied in its financial reporting. 

14. Consider and approve, if appropriate, changes to the Company's auditing and accounting principles and 

practices as suggested by the external auditors and management. 

15. Review significant judgments made by management in the preparation of the financial statements and the 

view of the external auditors as to appropriateness of such judgments. 

16. Following completion of the annual audit, review separately with management and the external auditors 

any significant difficulties encountered during the course of the audit, including any restrictions on the 

scope of work or access to required information. 

17. Review any significant disagreement among management and the external auditors in connection with the 

preparation of the financial statements. 

18. Review with the external auditors and management the extent to which changes and improvements in 

financial or accounting practices have been implemented. 

19. Review certification process. 

Other 

20. Review any related-party transactions. 

V. ANNUAL WORK PLAN 

21. The Committee reviews and updates annually a work plan for the ensuing year which includes periodic 

review at specified times and periods of financial reporting and continuous disclosure documents and 

matters, internal controls and reporting, dealings with external auditors and other related matters. 

This Audit Committee Charter was adopted by the Board of Directors of the Company on the 25th day of 

March, 2009, and was most recently updated on March 29, 2011. 

 


