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ABBREVIATIONS 
 

bbl Barrel 
bbl/d Barrels per day 
boe Barrel of equivalent (6 mcf = 1 bbl) 
boe/d Barrels of equivalent per day 
Mbbl 1,000 Barrels 
mcf 1,000 cubic feet 
mcf/d 1,000 cubic feet per day 
WTI West Texas Intermediate 
M$ Thousands of dollars (Canadian) 
MM$ Millions of dollars (Canadian) 
USD United States dollars 
CAD Canadian dollars 

 
 
 
 
 

CONVERSION OF UNITS 
 

The following conversions are between Standard Imperial Units and the International System of Units (or metric units). 
 
To Convert From To Multiply By 
 
mcf Cubic metres  28.174 
Cubic metres  Cubic feet  35.494 
bbl  Cubic metres  0.159 
Cubic metres  bbl  6.293 
Feet  Metres  0.305 
Metres  Feet  3.281 
Miles  Kilometres  1.609 
Kilometres  Miles  0.621 
Acres  Hectares  0.405 
Hectares  Acres  2.471 

 

 
 
 
 
 
 

Unless otherwise indicated, references in this Statement of Reserves Data and Other Oil and Gas Information to “$” or 
“dollars” are to Canadian dollars. 



FORM 51-101F1 as of September 30, 2014 4 

CAUTION REGARDING FORWARD-LOOKING STATEMENTS 
 

Certain statements contained in this Statement of Reserves Data and Other Oil and Gas Information on Form 51-101F1 
constitute forward-looking statements. Forward-looking statements include, without limitation, any statement that may 
predict, forecast, indicate, or imply future results, performance, or achievements. Forward-looking statements may be 
identified, without limitation, by the use of such words as “anticipates”, “estimates”, “expects”, “intends”, “plans”, 
“predicts”, “projects”, “believes”, “continues”, “may”, “will”, “should”, or words or phrases of similar meaning. In addition, 
any statement that may be made concerning future performance, strategies or prospects and possible future corporate action, 
is also a forward-looking statement. Forward-looking statements are based on current expectations and projections about 
future general economic, political and relevant market factors, such as interest rates, foreign exchange rates, equity and 
capital markets, and the general business environment, in each case assuming no changes to applicable tax or other laws or 
government regulation. Expectations and projections about future events are inherently subject to, among other things, risks 
and uncertainties, some of which may be unforeseeable. Accordingly, assumptions concerning future economic and other 
factors may prove to be incorrect at a future date. Forward-looking statements are not guarantees of future performance, and 
actual events could differ materially from those expressed or implied in any forward-looking statements made by the 
Company. Any number of important factors could contribute to these digressions, including, but not limited to, general 
economic, political and market factors in North America and internationally, interest and foreign exchange rates, global 
equity and capital markets, business competition, technological change, changes in government relations, unexpected judicial 
or regulatory proceedings and catastrophic events. We stress that the above mentioned list of important factors is not 
exhaustive. We encourage you to consider these and other factors carefully before making any investment decisions and we 
urge you to avoid placing undue reliance on forward-looking statements. These statements speak only as of the date of this 
Statement of Reserves Data and Other Oil and Gas Information on Form 51-101F1. The Company does not undertake any 
obligation to publicly update or revise any forward-looking statements as a result of new information, future events or 
otherwise, except as required under applicable securities laws. In addition, this Statement of Reserves Data and Other Oil & 
Gas Information on Form 51-101F1 contains forward-looking statements pertaining to the following: 
 

• the quantity of bitumen reserves;  

• the value of our bitumen reserves; 

• the projected income taxes, royalties, development, abandonment and reclamation costs; 

• capital expenditure programs;  

• projections of market prices and costs;  

• our plans for development of our Sawn Lake properties; 

• additional sources of funding from our farmout agreement dated July 31, 2013; 

• our projected sources and uses of cash; 

• our proposed thermal oil sands recovery projects; 

• future production of bitumen; 

• the timing and sources of our future funding; and 

• expectations regarding the ability of the Company and its subsidiaries to raise capital and to continually add to 
reserves through acquisitions and development;  

 
The Company cannot guarantee future results, levels of activity, performance, or achievements. Moreover, neither the 
Company nor any other person assumes responsibility for the accuracy and completeness of the forward-looking statements. 
Some of the risks and other factors, some of which are beyond the Company’s control, which could cause results to differ 
materially from those expressed in the forward-looking statements contained in this Statement of Reserves Data and Other 
Oil and Gas Information on Form 51-101F1 include, but are not limited to: 
 

• volatility in market prices for crude oil, natural gas, and natural gas liquids;  

• liabilities, uncertainties and risks inherent in bitumen, oil and natural gas operations;  

• risks associated with the finding, determination, evaluation, assessment and measurement of bitumen, oil and gas 
deposits or reserves; 

• future appraisal of potential bitumen, oil and gas properties may involve unprofitable efforts; 

• the ability to meet minimum level of requirements to continue our oil sands leases; 

• imprecision in estimates of reserves, and recoverable quantities of bitumen, oil and natural gas; 

• unexpected adverse weather conditions affecting access to the Company’s properties; 

• industry conditions, including fluctuations in the price of crude oil and natural gas and services used by the 
Company; 

• changes in general business or economic conditions; 

• changes in legislation or regulation that affect our business; 

• our ability to obtain necessary regulatory approvals and permits for the development of our properties; 

• our ability to receive approvals from the Alberta Energy Regulator (“AER”) for additional tests to further evaluate 
the wells on our lands or produce from our lands; 
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• our joint operating agreements; 

• opposition to our regulatory requests by various third parties; 

• actions of aboriginals, environmental activists and other industrial disturbances; 

• the costs of environmental reclamation of our lands; 

• availability of labor or materials or increases in their costs; 

• the availability of sufficient capital to finance our business plans on terms satisfactory to us; 

• adverse weather conditions and natural disasters; 

• risks associated with increased insurance costs or unavailability of adequate coverage; 

• competition; 

• changes in labor, equipment and capital costs; 

• future acquisitions or strategic partnerships; 

• the risks and costs inherent in litigation; 

• changes and amendments to general disclosure of reserves and resources standards and specific annual reserves and 
resources disclosure requirements for reporting issuers with oil and gas activities, that are adopted in the Canadian 
Oil and Gas Evaluation Handbook (COGE Handbook) and or the Petroleum Resources Management System 
(“PRMS”), and prepared for the evaluation of reserves and resources evaluators; 

• supply and demand for crude oil;  

• stock market volatility and market valuation of the common shares of the Company; 

• treatment under governmental regulatory regimes and tax laws. 

• fluctuation in foreign exchange or interest rates; 

• royalties payable in respect of bitumen, oil and gas production; 

• unanticipated operating events which can reduce production or cause production to be shut-in or delayed; 

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

• third party performance of obligations under contractual arrangements. 

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

• incorrect assessments of the value of acquisitions, and exploration and development programs;  

• geological, technical, drilling and processing problems;  

• changes in government regulatory regimes and tax laws; and 

• the additional risks and uncertainties, many of which are beyond our control, referred to elsewhere in our SEDAR 
filings. 
 

New factors emerge from time to time, and it is not possible for management of the Company to predict all of these risk 
factors and to assess in advance the impact of each such factor on the Company’s business or the extent to which any factor, 
or combination of factors, may cause actual results to differ materially from those contained in any forward-looking 
statement or information. Readers are cautioned that the foregoing list of factors is not exhaustive. The forward-looking 
statements contained in this Statement of Reserves Data and Other Oil and Gas Information on Form 51-101F1 are expressly 
qualified by this cautionary statement. Statements relating to “reserves” are deemed to be forward-looking statements or 
information, as they involve the implied assessment, based on certain estimates and assumptions, that the reserves described 
herein can be profitable in the future. There are numerous uncertainties inherent in estimating quantities of reserves, 
including many factors beyond the control of the Company. The reserve data included herein represents estimates only. In 
general, estimates of economically recoverable bitumen, oil and natural gas reserves and the future net cash flows therefrom 
are based upon a number of variable factors and assumptions, the assumed effects of regulation by governmental agencies 
and future operating costs, all of which may vary considerably from actual results. All such estimates are to some degree 
speculative and classifications of reserves are only attempts to define the degree of speculation involved. For those reasons, 
estimates of the economically recoverable bitumen, oil and natural gas reserves attributable to any particular group of 
properties and classification of such reserves based on risk of recovery and estimates of future net revenues expected 
therefrom, prepared by different engineers or by the same engineers at different times, may vary substantially. The actual 
production, revenues, taxes and development and operating expenditures of the Company with respect to these reserves will 
vary from such estimates, and such variances could be material. Consistent with the securities disclosure legislation and 
policies of Canada, the Company has used forecast prices and costs in calculating reserve quantities included herein. Actual 
future net cash flows also will be affected by other factors such as actual future production levels, supply and demand for oil 
and natural gas, curtailments or increases in consumption by oil and natural gas purchasers, changes in governmental 
regulation or taxation and the impact of inflation on costs. All evaluations of future revenue are after the deduction of future 
corporation and income tax expenses, unless otherwise noted in the tables, royalties, development costs, production costs and 
well abandonment costs but before consideration of indirect costs such as administrative, overhead and other miscellaneous 
expenses. The estimated future net revenue contained in the applicable tables in this 51-101F1 report do not necessarily 
represent the fair market value of the Company’s reserves. There is no assurance that the forecast price and cost assumptions 
contained in the DeGolyer and MacNaughton Canada Limited (“DeGolyer” an independent qualified reserves evaluator 
appointed by the Company pursuant to National Instrument 51-101 – Standard of Disclosure for Oil and Gas Activities)  
reports will be attained and variances could be material. Other assumptions and qualifications relating to costs and other 
matters are included in the DeGolyer reports. The recovery and reserves estimates on the Company’s oil and gas interests 
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described herein are estimates only. The actual reserves on the Company’s oil and gas interests may be greater or less than 
those calculated. 

 
RESERVES DEFINITIONS 

 
The determination of bitumen, oil and gas reserves involves the preparation of estimates that have an inherent degree of 
associated uncertainty. Categories of proved, probable and possible reserves have been established to reflect the level of these 
uncertainties and to provide an indication of the probability of recovery. 
 
Reserves are the estimated remaining quantities of bitumen, oil and natural gas and related substances anticipated to be 
recoverable from known accumulations, from a given date, based on: 
 

• analysis of drilling, geological, geophysical and engineering data;  

• the use of established technology; and  

• specified economic conditions, which are generally accepted as being reasonable, and shall be disclosed. 
 
Reserves are classified according to the degree of certainty associated with the estimates. 
 

a) Proved Reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. It is 
likely that the actual remaining quantities recovered will exceed the estimated proved reserves. 
 

b) Probable Reserves are those additional reserves that are less certain to be recovered than proved reserves. It is 
equally likely that the actual remaining quantities recovered will be greater or less than the sum of the estimated 
proved plus probable reserves. 
 

c) Possible Reserves are those additional reserves that are less certain to be recovered than probable reserves. It is 
unlikely that the actual remaining quantities recovered will exceed the sum of the estimated proved plus probable 
plus possible reserves. 
 

Each of the reserves categories (proved, probable and possible) may be divided into developed and undeveloped 
categories: 
 

a) Developed Reserves are those reserves that are expected to be recovered from existing wells and installed facilities 
or, if facilities have not been installed, that would involve a low expenditure (e.g. when compared to the cost of 
drilling a well) to put the reserves on production. The developed category may be subdivided into producing and 
non-producing.  
 

b) Developed Producing Reserves are those reserves that are expected to be recovered from completion intervals open 
to the wellbore at the time of the estimate. These reserves may be currently producing or, if shut-in, they must have 
previously been on production, and the date of resumption of production must be known with reasonable certainty. 
 

c) Developed Non-Producing Reserves are those reserves that either have not been on production, or have previously 
been on production, but are shut-in, and the date of resumption of production is unknown. 
 

d) Undeveloped Reserves are those reserves expected to be recovered from known accumulations where a significant 
expenditure (e.g. when compared to the cost of drilling a well) is required to render them capable of production. 
They must fully meet the requirements of the reserves classification (proved, probable, possible) to which they are 
assigned. 

The qualitative certainty levels referred to in the definitions above are applicable to “individual reserves entities”, which 
refers to the lowest level at which reserves calculations are performed, and to “reported reserves”, which refers to the highest 
level sum of individual entity estimates for which reserves estimates are presented. Reported reserves should target the 
following levels of certainty under a specific set of economic conditions: 

• at least a 90 percent probability that the quantities actually recovered will equal or exceed the estimated proved 

reserves; 

• at least a 50 percent probability that the quantities actually recovered will equal or exceed the sum of the estimated 
proved plus probable reserves; and 

• at least a 10 percent probability that the quantities actually recovered will equal or exceed the sum of the estimated 
proved plus probable plus possible reserves. 
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A quantitative measure of the certainty levels pertaining to estimates prepared for the various reserves categories is desirable 
to provide a clearer understanding of the associated risks and uncertainties. However, the majority of reserves estimates are 
prepared using deterministic methods that do not provide a mathematically derived quantitative measure of probability. In 
principle, there should be no difference between estimates prepared using probabilistic or deterministic methods. 
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STATEMENT OF RESERVES DATA 
AND OTHER OIL AND GAS INFORMATION 

 
Deep Well Oil & Gas, Inc. and its 100% owned subsidiaries, Northern Alberta Oil Ltd. and Deep Well Oil & Gas (Alberta) 
Ltd. (together hereinafter referred to as the “Company”) is an independent junior oil and gas exploration and development 
company headquartered in Edmonton, Alberta, Canada. The Company’s immediate focus is to develop the existing oil sands 
land base that the Company presently owns in the Peace River oil sands area in Alberta, Canada. The Company’s principal 
office is located at Suite 700, 10150 – 100 Street NW, Edmonton, Alberta T5J 0P6, its telephone number is (780) 409-8144 
and its fax number is (780) 409-8146. Deep Well Oil & Gas, Inc. is a Nevada corporation and its common stock trades on the 
OTCQB marketplace under the symbol DWOG. The Company is a reporting issuer with the U.S. Securities and Exchange 
Commission. Under the Multilateral Instrument 51-105, Issuers Quoted in the U.S. Over-the-Counter Markets, the Company 
became a reporting issuer with the Canadian Securities Commission on October 1, 2012. 
 
The following is a summary of the proved, proved plus probable and proved plus probable plus possible, including the net 
present values of future net revenue of the Company’s reserves as evaluated by DeGolyer and MacNaughton Canada Limited 
(“DeGolyer”), an independent qualified reserves evaluator appointed by the Company pursuant to National Instrument 51-
101 – Standard of Disclosure for Oil and Gas Activities. All of the Company’s properties were independently evaluated by 
DeGolyer in accordance with the new Canadian Oil and Gas Evaluation (“COGE”) Handbook, maintained by the Society of 
Petroleum Evaluation Engineers (Calgary Chapter), as amended from time to time. 

 
PART 1 – DATE OF STATEMENT 

 
Item 1.1 Relevant Dates 
 
1. Date the statement: January 12, 2015 (Appraisal of Reserves Report) 
 
2. Effective date: the information being provided in this report is effective September 30, 2014.  
 
3. Preparation date: During the months of October 2014 thru to January 12, 2015, DeGolyer was engaged by the Company to 
evaluate the Company’s Sawn Lake oil sands properties located in Northern Alberta, Canada, and prepare an independent 
assessment and evaluation of the Company’s reserves and contingent resources as at September 30, 2014, and on December 
24, 2014 we received a draft “Report dated as of September 30, 2014 on the Contingent Resources attributable to Certain 

Bitumen Accumulations owned by Deep Well Oil & Gas, Inc. in Canada” and on January 12, 2015 we received an 
“Appraisal Report as of September 30, 2014 on the Sawn Lake Property owned by Deep Well Oil & Gas, Inc. in Canada 

dated January 12, 2015”, from DeGolyer. 
 

PART 2 – DISCLOSURE OF RESERVES DATA 
 
Item 2.1 Reserves Data (Forecast Prices and Costs) 
 

1. Breakdown of Reserves (Forecast Case) – The following table discloses, in the aggregate, the Company’s estimated 
reserves on the Company’s Sawn Lake oil sands properties located in the Peace River oil sands area of Alberta, Canada, as of 
September 30, 2014, based on estimated forecast prices and cost assumptions. 
 
ALBERTA, CANADA 

 

Summary of Oil and Gas Reserves as of September 30, 2014 (Forecast Prices and Costs) 

 RESERVES 

 
Light and 

Medium Oil 
Heavy Oil Crude Bitumen Natural Gas 

Natural Gas 
Liquids 

Reserves Category 
Gross 
(Mbbl) 

Net 
(Mbbl) 

Gross 
(Mbbl) 

Net 
(Mbbl) 

Gross (1) 
(Mbbl) 

Net (2) 
(Mbbl) 

Gross 
(Mmcf) 

Net 
(Mmcf) 

Gross 
(Mbbl) 

Net 
(Mbbl) 

Proved – – – – – – – – – – 
Developed Producing – – – – 281 257 – – – – 
Developed Non-producing – – – – – – – – – – 
Undeveloped – – – – 290 266 – – – – 

Total Proved – – – – 571 523 – – – – 
Probable – – – – 1,793 1,475 – – – – 

Total Proved plus Probable – – – – 2,364 1,998 – – – – 
Possible – – – – 2,320 1,900 – – – – 

Total Proved plus Probable 
plus Possible 

– – – – 4,684 3,898 – – – – 

(1)Gross Reserves – are defined as the Company’s working interest reserves (operating or non-operating) before deduction of royalties. 
(2)Net Reserves – are defined as the Company’s working interest reserves (operating or non-operating) after deduction of royalties. 
Note: The numbers in this table may not add exactly due to rounding. 
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2. Net Present Value of Future Net Revenue (Forecast Case) – The following table discloses, in the aggregate, the 
Company’s estimated net present value of future net revenues attributable to the Company’s estimated bitumen reserves on 
the Company’s Sawn Lake oil sands properties located in the Peace River oil sands area of Alberta, Canada, as of September 
30, 2014, based on estimated forecast prices and cost assumptions. 
 
The net present value of future net revenue estimates set forth below are estimates only and the actual realized revenue may 
be greater or less than those calculated. 
 
ALBERTA, CANADA 

 

Summary of Net Present Value of Future Net Revenue as of September 30, 2014 (Forecast Prices and Costs) 

 NET PRESENT VALUE OF FUTURE NET REVENUE(1) 

 
Before Income Taxes 

Discounted at % per year 
After Income Taxes 

Discounted at % per year 

Unit Value(2) 
Before Income 
Tax Discounted 
at 10% per year 

Reserves Category 
0 

(MM$) 
5 

(MM$) 
10 

(MM$) 
15 

(MM$) 
20 

(MM$) 
0 

(MM$) 
5 

(MM$) 
10 

(MM$) 
15 

(MM$) 
20 

(MM$) ($/boe) 
Proved – – – – – – – – – – – 

Developed Producing (0.9) (0.9) (0.9) (1.0) (1.0) (0.9) (0.9) (0.9) (1.0) (1.0) (3.6) 
Developed Non-producing – – – – – – – – – – – 
Undeveloped 10.7 6.4 3.8 2.3 1.4 10.7 6.4 3.8 2.3 1.4 14.4 

Total Proved 9.8 5.5 2.9 1.4 0.4 9.8 5.5 2.9 1.4 0.4 5.56 
Probable 36.8 16.8 7.1 2.3 (0.0) 26.5 11.6 4.4 0.8 (0.8) 4.79 

Total Proved plus Probable 46.5 22.3 10.0 3.6 0.4 36.3 17.1 7.3 2.2 (0.4) 5.00 
Possible 47.1 18.1 5.3 (0.3) (2.6) 34.6 12.2 2.5 (1.7) (3.3) 2.77 

Total Proved plus Probable plus 
Possible 

93.7 40.4 15.3 3.3 (2.2) 70.9 29.3 9.7 0.5 (3.7) 3.91 

(1)Net Present Value of Future Net Revenue includes all resource income: Sale of oil, gas, by-product reserves; processing of third party reserves; other 
income. 
(2)Unit Value is based on the Company’s net reserve volumes before income taxes (Income Taxes include all resource income, appropriate income tax 
calculations and prior tax pools). 
Note: The numbers in this table may not add exactly due to rounding. 

 
3. Additional Information Concerning Future Net Revenue (Forecast Case) – The following table provides, in the 
aggregate, additional information regarding the Company’s estimated future net revenue attributable to the Company’s 
bitumen reserves disclosed above, as of September 30, 2014, based on estimated forecast prices and cost assumptions, and 
calculated without discount. 
 
ALBERTA, CANADA 

 

Total Future Net Revenue as of September 30, 2014 (Forecast Prices and Costs) 
 (Undiscounted) 

 
 
 
 
 
Reserves Category 

Revenue  
(MM$) 

Royalties  
(MM$) 

Operating 
Costs(1) 
(MM$) 

Development 
Costs  

(MM$) 

Abandonment 
and Reclamation 

Costs  
(MM$) 

Future Net 
Revenue 
Before 
Income 
Taxes  

(MM$) 

Income 
Taxes  

(MM$) 

Future Net 
Revenue 

After 
Income 
Taxes  

(MM$) 
Proved Developed Producing 20.5 1.7 11.2 8.4 0.2 (0.9) – (0.9) 

Proved Developed 20.5 1.7 11.2 8.4 0.2 (0.9) – (0.9) 

Total Proved  42.0 3.5 17.5 11.0 0.2 9.8 - 9.8 

Total Proved Plus Probable  182.5 29.2 68.2 38.0 0.7 46.5 10.3 36.3 

Total Proved Plus Probable Plus Possible 370.7 64.0 130.4 81.0 1.6 93.7 22.8 70.9 
(1)Operating costs less processing and other income. 
Note: The numbers in this table may not add exactly due to rounding. 

 
The following table discloses, by production group and on a unit value basis for each production group, the Company’s net 
present value of future net revenue (before deducting future income tax expenses) attributable to the Company’s proved 
reserves, proved plus probable reserves, and proved plus probable plus possible reserves, using estimated forecast prices and 
costs, and calculated using a discount rate of 10 percent. 
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ALBERTA, CANADA 

 

Net Present Value of Future Net Revenue By Production Group as of September 30, 2014 (Forecast Prices and Costs) 
  Future Net Revenue Before Income Taxes 

Reserves Category Production Group 

Discounted at 10% 
per year 
(MM$) 

Unit Value(1) 
($/boe) 

Proved Reserves Crude Bitumen  2.9 5.57 

Proved Plus Probable  Crude Bitumen  10.0 5.00 

Proved Plus Probable Plus Possible Crude Bitumen  15.3 3.91 
(1)The unit values are based on the Company’s net reserve volumes before income tax. 
Note: The numbers in this table may not add exactly due to rounding. 

 
Item 2.2 Supplementary Disclosure (Constant Prices and Costs) 
 
Not applicable. 
 
Item 2.3 Reserves Disclosure Varies with Accounting 
 
Not applicable. 
 
Item 2.4 Future Net Revenue Disclosure Varies with Accounting 
 
Not applicable. 
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PART 3 – PRICING ASSUMPTIONS 
 
 
Item 3.1 Constant Prices Used in Supplementary Estimates 
 
Not applicable. 
 
 
Item 3.2 Forecast Prices Used in Estimates 
 
The following table discloses the forecast prices used by DeGolyer in preparing the Company’s reserves data disclosed herein. These price forecasts were prepared and provided by 
DeGolyer, the independent qualified reserves evaluator. DeGolyer used a 2.0 percent inflation factor for the Company’s forecast evaluation. 

 

Year 
Inflation 

% 

Exchange 
Rate 

USD/CAD 

WTI 
UNESC 
Constant 
$US/bbl 

WTI@ 
Cushing 
$US/bbl 

Brent 
$US/bbl 

Light Oil 
Edmonton 

$/bbl 

Heavy Oil 
25 API 

Hardisty 
$/bbl 

Heavy Oil 
12 API 

Hardisty 
$/bbl 

Crude 
Bitumen 9 

API 
Pipeline 

$/bbl 

Crude 
Bitumen 9 
API Plant 
Gate $/bbl 

Dilbit @ 
35% 

Condensate 
$/bbl 

NYMEX 
Henry Hub 
Reference 
US$/Mcf 

 
AECO-C 

Spot 
Cdn$/Mcf 

Alberta Plantgate BC 
Canwest 
Plantgate 

$/Mcf 

Sask 
Gas 

$/Mcf 

 
Edmonton 

 

Plantgate 
Sulphur 

Price $/ton 
AGGR. 
$/Mcf 

Spot 
$/Mcf 

Ethane 
Price 
$/bbl 

Propane 
Price $/bbl 

Butane 
Price 
$/bbl 

Pentanes 
Plus $/bbl 

Actual:                       

2001 2.4 0.646 - 25.82 24.61 39.48 25.09 17.62 - - - 4.10 3.76 5.32 - 6.16 6.13 - 30.39 29.53 42.60 10.47 

2002 2.4 0.637 - 26.04 24.94 40.11 31.68 27.25 - - - 3.34 4.31 3.83 - 3.89 3.98 - 20.63 26.59 40.88 9.50 

2003 2.5 0.716 - 30.99 28.93 43.52 33.06 27.02 - - - 5.49 6.69 6.05 - 6.27 6.54 - 31.89 34.60 44.44 40.71 

2004 1.7 0.770 - 41.39 38.35 53.06 38.09 29.97 - - - 6.16 6.91 6.34 - 6.40 6.71 - 34.78 41.21 54.36 39.95 

2005 2.0 0.826 - 56.48 55.15 69.28 45.66 34.26 - - - 8.98 9.03 8.45 - 8.17 8.52 - 42.03 50.37 70.75 38.67 

2006 1.9 0.882 - 66.02 66.16 73.36 51.90 42.77 - - - 7.01 6.72 6.59 - 6.29 6.91 - 44.02 59.44 75.92 19.36 

2007 2.1 0.936 - 72.19 72.46 76.87 54.00 44.27 36.72 33.48 52.49 7.13 6.59 6.28 - 6.22 6.51 - 49.58 62.16 78.43 39.46 

2008 2.1 0.944 - 99.90 98.64 103.28 84.25 75.60 74.58 70.98 85.13 9.30 8.24 8.03 - 7.88 8.11 - 58.13 77.31 106.01 365.66 

2009 1.2 0.880 - 61.68 61.87 66.21 59.94 55.14 50.27 47.50 58.69 4.16 4.13 3.90 - 3.84 4.08 - 37.37 50.76 68.51 4.84 

2010 1.7 0.971 - 79.50 80.05 77.63 68.20 61.50 57.21 62.19 75.87 4.38 4.02 3.89 - 3.65 4.03 - 45.76 64.68 84.81 54.34 

2011 2.3 1.012 - 95.15 110.88 95.18 77.71 68.21 65.20 61.31 73.71 4.04 3.63 3.55 - 3.01 3.52 - 52.85 77.23 104.45 117.67 

2012 1.6 1.000 - 94.21 111.90 85.84 74.64 65.74 62.66 58.92 69.34 2.82 2.48 2.15 - 2.17 2.10 - 37.95 71.98 103.35 128.97 

2013 1.2 0.968 - 97.88 108.60 93.48 76.37 70.11 64.11 56.99 73.66 3.73 3.23 2.98 - 3.14 3.09 - 37.23 71.86 104.71 71.72 

2014 - 9 months 2.1 0.914 - 99.52 106.96 100.87 85.88 - - - - 4.41 4.56 - - - - - - - - - 

                       

Forecast:                       

2014 - 3 months - 0.890 81.00 81.00 85.00 84.46 71.79 63.35 60.26 53.32 68.73 4.20 4.37 4.09 4.15 4.36 4.11 10.98 42.23 61.66 92.91 48.00 

2015 2.0 0.890 85.00 86.70 92.70 91.87 78.09 68.91 65.55 58.14 74.76 4.20 4.37 4.09 4.15 4.35 4.10 12.86 45.94 67.07 101.06 48.96 

2016 2.0 0.890 90.00 93.64 98.64 101.68 86.43 76.26 72.55 64.53 82.74 4.40 4.59 4.30 4.36 4.58 4.32 15.25 50.84 74.22 111.84 49.94 

2017 2.0 0.890 90.00 95.51 100.51 103.71 88.15 77.78 74.00 65.82 84.39 4.60 4.82 4.53 4.59 4.82 4.54 15.56 51.86 75.71 114.08 50.94 

2018 2.0 0.890 90.00 97.42 102.42 105.78 89.92 79.34 75.48 67.14 86.08 4.80 5.04 4.74 4.80 5.04 4.75 15.87 52.89 77.22 116.36 51.96 

2019 2.0 0.890 90.00 99.37 104.37 107.90 91.72 80.93 76.99 68.48 87.80 5.00 5.26 5.02 5.02 5.27 4.97 16.19 53.95 78.77 118.69 53.00 

2020 2.0 0.890 90.00 101.35 106.35 110.06 93.55 82.54 78.53 69.85 89.56 5.10 5.38 5.13 5.13 5.39 5.08 16.51 55.03 80.34 121.06 54.06 

2021 2.0 0.890 90.00 103.38 108.38 112.26 95.42 84.19 80.10 71.25 91.35 5.20 5.49 5.23 5.23 5.50 5.18 16.84 56.13 81.95 123.49 55.14 

2022 2.0 0.890 90.00 105.45 110.45 114.50 97.33 85.88 81.70 72.67 93.17 5.31 5.60 5.34 5.34 5.61 5.29 17.18 57.25 83.59 125.95 56.24 

2023 2.0 0.890 90.00 107.56 112.56 116.79 99.28 87.60 83.33 74.12 95.04 5.41 5.71 5.45 5.45 5.72 5.39 17.52 58.40 85.26 128.47 57.36 

2024 2.0 0.890 90.00 109.71 114.71 119.13 101.26 89.35 85.00 75.61 96.94 5.52 5.82 5.55 5.55 5.83 5.50 17.87 59.57 86.97 131.04 58.51 

2025+ 2.0 0.890 90.00 111.90 116.90 121.51 103.29 91.13 86.70 77.12 98.88 5.63 5.94 5.67 5.67 5.95 5.61 18.23 60.76 88.70 133.66 59.68 

2026+ 2.0 Escalate oil, gas and product prices at 2.0% per year thereafter 

 
 
Given that the Company’s first oil production began on September 16, 2014, the Company produced oil for only 14 days during the year ending September 30, 2014; therefore the 
volumes of oil delivered were only 818.6 barrels net to the Company, before royalties, with an average oil sales price of $66.84 per barrel. 
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PART 4 – RECONCILIATION OF CHANGES IN RESERVES 
 
 
Item 4.1 Reconciliation of Changes in Reserves 
 
The following table discloses the changes in the Company’s estimated bitumen reserves on the Company’s Sawn Lake oil 
sands properties located in the Peace River oil sands area of Alberta, Canada, as of September 30, 2014 from the prior year, 
based on estimated forecast prices and cost assumptions.  
 
ALBERTA, CANADA 

 
 

Reconciliation of Company Gross Reserves by Product Type (Forecast Prices and Costs) 
 

 
Total Oil 
(Mbbl) 

Light/Medium 
Oil (Mbbl) 

Crude Bitumen 
(Mbbl) 

Sales Gas 
(Mmcf) NGL (Mbbl) Total MBOE 

 

TOTAL PROVED       

Opening Balance September 30, 2013 – – – – – – 

Extensions  – – – – – – 

Improved recovery – – – – – – 

Technical Revisions  572 – 572 – – 572 

Discoveries  – – – – – – 

Acquisitions – – – – – – 

Dispositions – – – – – – 

Economic Factors – – – – – – 

Production (1) – (1) – – (1) 

Closing Balance September 30, 2014 571 – 571 – – 571 

 

TOTAL PROBABLE       

Opening Balance September 30, 2013 15,681 – 15,681 – – 15,681 

Extensions  – – – – – – 

Improved recovery – – – – – – 

Technical Revisions  (13,888) – (13,888) – – (13,888) 

Discoveries  – – – – – – 

Acquisitions – – – – – – 

Dispositions – – – – – – 

Economic Factors – – – – – – 

Production – – – – – – 

Closing Balance September 30, 2014 1,793 – 1,793 – – 1,793 

 

TOTAL PROVED PLUS PROBABLE       

Opening Balance September 30, 2013 15,681 – 15,681 – – 15,681 

Extensions  – – – – – – 

Improved recovery – – – – – – 

Technical Revisions  (13,316) – (13,316) – – (13,316) 

Discoveries  – – – – – – 

Acquisitions – – – – – – 

Dispositions – – – – – – 

Economic Factors – – – – – – 

Production (1) – (1) – – (1) 

Closing Balance September 30, 2014 2,364 – 2,364 – – 2,364 

 

TOTAL PROVED PLUS PROBABLE PLUS 
POSSIBLE 

 
 

 
 

 
 

Opening Balance September 30, 2013 19,557 – 19,557 – – 19,557 

Extensions  – – – – – – 

Improved recovery – – – – – – 

Technical Revisions  (14,872) – (14,872) – – (14,872) 

Discoveries  – – – – – – 

Acquisitions – – – – – – 

Dispositions – – – – – – 

Economic Factors – – – – – – 

Production (1) – (1) – – (1) 

Closing Balance September 30, 2014 4,684 – 4,684 – – 4,684 

 
The Company was assigned probable and possible reserves based on COGEH standards as of the Company’s September 30, 
2013 fiscal year end, of which a percentage of these probable reserves were then assigned as proved reserves in connection 
with production from the Company’s first SAGD Project which began producing on September 16, 2014.  
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PART 5 – ADDITIONAL INFORMATION RELATING TO RESERVES DATA 

 
 
Item 5.1 Undeveloped Reserves 
 
1. Proved Undeveloped Reserves – The following table discloses a summary of the Company’s estimated proved 
undeveloped reserves that were first attributed in each of the most recent three fiscal years and, in the aggregate, before that 
time: 
 
ALBERTA, CANADA 

 

Summary of Proved Undeveloped Reserves  

Time Period 

Light and 
Medium Oil 

Gross (Mbbl) 
Heavy Oil 

Gross (Mbbl) 

Bitumen 
(Oil Sands) 

Gross (1) (Mbbl) 
Natural Gas 

Gross (Mmcf) 
Natural Gas Liquids 

Gross (Mbbl) 

 
First 

Attributed 
Total at 

Year-End 
First 

Attributed 
Total at 

Year-End 
First 

Attributed 
Total at 

Year-End 
First 

Attributed 
Total at 

Year-End 
First 

Attributed 
Total at 

Year-End 

Prior to 2012 – – – – – – – – – – 

2012 – – – – – – – – – – 
2013 – – – – – – – – – – 

2014 – – – – 290 290 – – – – 
(1)Gross Reserves – are defined as the Company’s working interest reserves (operating or non-operating) before deduction of royalties. 
Note: The numbers in this table may not add exactly due to rounding. 

 
2. Probable Undeveloped Reserves – The following table discloses a summary of the Company’s estimated probable 
undeveloped reserves that were first attributed in each of the most recent three fiscal years and, in the aggregate, before that 
time: 
 
ALBERTA, CANADA 

 

Summary of Probable Undeveloped Reserves  

Time Period 

Light and 
Medium Oil 

Gross (Mbbl) 
Heavy Oil 

Gross (Mbbl) 

Bitumen 
(Oil Sands) 

Gross (1) (Mbbl) 
Natural Gas 

Gross (Mmcf) 
Natural Gas Liquids 

Gross (Mbbl) 

 
First 

Attributed 
Total at 

Year-End 
First 

Attributed 
Total at 

Year-End 
First 

Attributed 
Total at 

Year-End 
First 

Attributed 
Total at 

Year-End 
First 

Attributed 
Total at 

Year-End 

Prior to 2012 – – – – – – – – – – 

2012 – – – – – – – – – – 

2013 – – – – – 15,681 – – – – 

2014 – – – – – 1,746 – – – – 
(1)Gross Reserves – are defined as the Company’s working interest reserves (operating or non-operating) before deduction of royalties. 
Note: The numbers in this table may not add exactly due to rounding. 

 
Sawn Lake Oil Sands Properties – Currently the Company has a 90% working interest in 51 sections on six oil sands leases 
and an 100% working interest in 5 sections on one oil sands lease in the Peace River oil sands area of Alberta, where the 
Company is the operator. In addition, the Company has a 25% working interest, after the Farmout Agreement dated July 31, 
2013, in another 12 sections on two oil sands leases in the Peace River oil sands area of Alberta, Canada. These nine oil sands 
leases are contiguous and cover 43,015 gross acres (17,408 gross hectares).  
 
On July 30, 2013, the Company entered into an Alberta Energy Regulator (“AER”) approved a Steam Assisted Gravity 
Drainage (“SAGD”) project on the Company’s 25% working interest (After the Farmout Agreement dated July 31, 2013) 
lands in the Sawn Lake oil sands field. Our Company’s participation in the SAGD Project is well underway. For Phase 1 of 
the SAGD Project, one SAGD well pair was drilled in the fourth quarter of 2013 to a depth of 650 meters and a horizontal 
length of 780 meters. After the construction of the SAGD facility for steam generation, water handling and oil treating was 
completed in 2014, and steam injection commenced on May 21, 2014. The first oil production commenced on September 16, 
2014. Results to date indicate that the SAGD production process is effective in this Bluesky formation reservoir. As of early 
November 2014, stable production of oil has been demonstrated. Over the next several months the SAGD well pair is 
expected to have increased steam injection and oil production as the steam chamber develops. The objective of this initial 
SAGD well pair was to establish that SAGD technology is effective in producing oil from the Bluesky reservoir, and results 
to date support this. A production facility performance evaluation period extending to the spring of 2015 has been launched 
to assess the production levels and the steam oil ratios. 
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Item 5.2 Significant Factors or Uncertainties Affecting Reserves Data 
 
The Company’s estimated reserves are based upon various assumptions, such as forecast oil and natural gas prices, operating 
expenses and future capital costs. The process of evaluating the Company’s estimated reserves also require assumptions 
relating to availability of funds and timing of capital expenditures for development of the Company’s proven undeveloped 
reserves. This report should not be construed as the current market value of the Company’s reserves. 
 
For summaries and descriptions of the risk factors and uncertainties affecting the Company’s reserves data, please see 
“Caution Regarding Forward-Looking Statements” and “Reserves Definitions” disclosed herein and the Company’s “Risk 
Factors” reported in the Company’s annual report on Form 10-K filed with SEDAR on January 13, 2015 at www.sedar.com. 
 
Item 5.3 Future Development Costs 
 
The following table discloses the Company’s estimated future development costs for the Company’s proved and proved plus 
probable reserves. 
 
ALBERTA, CANADA 

 

Future Development Costs(1) (Forecast Prices and Costs) 

Year 

Reserves 
Total Proved 

(MM$) 
Total Proved Plus Probable 

(MM$) 
2014 0.3 0.4 

2015 3.4 3.4 

2016 0.4 0.5 

2017 0.4 8.5 

2018 0.4 10.8 

REMAINING 6.1 14.4 

TOTAL 11.0 38.0 

Undiscounted 11.0 38.0 

Discounted @ 10% 6.0 20.8 
(1)Future Development Costs shown are associated with booked reserves in the Reserves Report 
and do not necessarily represent the Company’s full exploration and development budget. 
Note: The numbers in this table may not add exactly due to rounding. 

 
On July 31, 2013, we entered into the Farmout Agreement. In accordance with the Farmout Agreement, the Farmee has 
agreed to provide up to $40,000,000 U.S. dollars in funding for the Company’s portion of the costs for the SAGD Project, in 
return for a net 25% working interest in 12 sections where the Company had a working interest of 50% before the execution 
of the Farmout Agreement. The Farmee will also provide funding to cover monthly operating expenses of the Company, not 
to exceed $30,000 per month, of which such payments began in August of 2013. In addition, and as recently amended, the 
Farmee has the option to elect, prior to December 31, 2015, by committing an additional $110,000,000 U.S. dollars of 
financing to the development of the Company’s Sawn Lake oil sands properties, to obtain an additional working interest 
ranging between 45% to 50% in the remaining 56 sections of land where the Company’s has working interests ranging from 
90% to 100%. As required by the Farmout Agreement, as of December 15, 2014, the Farmee has currently paid 
Cdn$19,355,129 to the operator of the SAGD Project for the Farmee’s share and the Company’s share of the costs of the 
SAGD Project. These paid expenditures included the drilling of the SAGD well pair; the purchase and transportation of 
equipment; installation and construction of the steam plant facility; testing and commissioning; winterization of the steam 
plant facility, the purchase of the water source and disposal wells and expenditures to connect these water wells to the steam 
plant facility along with a fuel source tie-in; and the monthly operating expenses associated with the steaming and production 
of the SAGD well pair. 
 
The Company anticipates that, among other alternatives, it may raise funds through sales of the Company’s equity securities. 
The Company also believes that it is reasonable to assume the availability of external financing in the future, which financing 
could include one or more of: debt financing; asset dispositions; joint ventures; and equity financing. There can be no 
guarantee, however, that sufficient funds will be available or will be available on a timely basis, or that the Company will 
allocate funding to develop all of its reserves. Failure to develop its reserves would have a negative impact on the Company’s 
net revenue. The interest or other costs of external financing are not included in future net revenue estimates and would 
reduce future net revenue depending upon the financing sources utilized. The Company also intends to develop its Sawn 
Lake oil sands projects in phases and expects that cash flows from future production will help to finance later projects. 
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PART 6 – OTHER OIL AND GAS INFORMATION 
 
Item 6.1 Oil and Gas Properties and Wells 
 
ALBERTA, CANADA 

 
Onshore Acreage – All of the Company’s properties, facilities and installations are located exclusively in the Peace River oil 
sands area of Alberta, Canada. Currently, the Company has a 90% working interest in 51 sections on six oil sands leases, an 
100% working interest in 5 sections on one oil sands lease, and a 25% working interest in an additional 12 sections on two oil 
sands leases in the Peace River oil sands area of Alberta, all of these sections are contiguous. These nine oil sands leases 
cover 43,015 acres (17,408 hectares). There is conventional oil and gas production in the area, evidenced by a number of 
active oil and gas wells including pipelines in close proximity of the Company’s Sawn Lake oil sands properties. 

 

 
 

The following table discloses the Company’s producing wells and non-producing wells as at September 30, 2014. 
 
ALBERTA, CANADA 

 

Producing and Non-Producing Wells as at September 30, 2014 

Area 

Gross (1) (3) 

Producing Non-Producing 

Oil Gas Total Oil Gas Total 
CANADA, Alberta 

Sawn Lake Field 
1 – – 10(2) –  

Total 1 – – 10 –  
(1)“Gross” wells means the number of wells in which the Company has a working interest. 
(2)Suspended – planned for future production. 
(3)Service wells – table does not include three service wells (one water source, one water disposal, one steam injection well). 
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Producing and Non-Producing Wells as at September 30, 2014 

Area 

Net (1) (3) 

Producing Non-Producing 

Oil Gas Total Oil Gas Total 
CANADA, Alberta 

Sawn Lake Field 
0.25 – – 7.7(2) –  

Total 0.25 – – 7.7 –  
(1)“Net” wells means the aggregate number of wells obtained by multiplying each gross well by the Company’s percentage of working interest. 
(2)Suspended – planned for future production. 
(3)Service wells – table does not include three service wells (one water source, one water disposal, one steam injection well). 

 
Item 6.2 Properties With No Attributed Reserves 
 
The Company does not have any unproved properties that will expire within one year. The following table summarizes the 
portion of the properties where no reserves have been assigned, and the net interest within those areas for which the 
Company’s has a right to explore and develop.  

 
ALBERTA, CANADA 

 

Properties With No Attributed Reserves 

Undeveloped Acreage 
Gross 

Hectares  
Net 

Hectares  
Gross 
Acres  

Net 
Acres  

Net Hectares 
Expiring by 
September 

30, 2015  

Net Acres 
Expiring by 
September 

30, 2015 
Alberta, Canada             

Sawn Lake Peace River oil sands 17,400  13,796  42,995  34,091  –  – 

TOTAL HECTARES/ACRES 17,000  13,796  42,995  34,091  –  – 

 

There are no contractual work commitments on the unproven portion of the properties. 
 
For risk factors and uncertainties affecting the Company’s properties with no attributed reserves, please see “Caution 
Regarding Forward-Looking Statements” disclosed herein and the Company’s “Risk Factors” reported in the Company’s 
annual report on Form 10-K filed with SEDAR on January 13, 2015 at www.sedar.com. 
 
Contingent Resources – Disclosure of contingent resources other than reserves is voluntary under the National Instrument 
51-101 Standards of Disclosure for Oil and Gas Activities. Contingent resources are defined as quantities of petroleum 
estimated as of a given date, to be potentially recoverable from known accumulations using established technology under 
development, but which are not currently considered to be commercially recoverable due to one or more contingencies. The 
Company determined that reporting contingent resources could be misinterpreted and therefore have excluded disclosing any 
assigned contingent resources herein. 

 
Item 6.3 Forward Contracts 
 
The Company does not have any forward sale contract obligations and accordingly financial hedges for future oil prices have 
not been included in the economic forecasts prepared for the Company in its reserves report. 
 
Item 6.4 Additional Information Concerning Abandonment and Reclamation Costs 
 
Currently the Company estimates well abandonment and reclamation of all wells drilled based on what can reasonably be 
expected on the Company’s Sawn Lake properties. The Company’s future asset retirement obligations are reviewed regularly 
by management based upon the AER’s methodology which estimates the cost of abandonment and reclamation to be per well 
drilled by the Company in a specific region of Alberta. As at September 30, 2014, the Company had 7.7 net wells for which it 
expects to incur future abandonment and reclamation costs. The Company incurred no abandonment or reclamation costs for 
the year end September 30, 2014.  
 
In the DeGolyer report, effective September 30, 2014, well abandonment costs for proved, and proved plus probable and 
proved plus probable plus possible reserves were estimated to be $0.7 million undiscounted, and $Nil million discounted at 
10% (net of estimated salvage value). These estimates are in respect of well costs and only for wells that have been assigned 
reserves and do not include costs to abandon pipelines, facilities or wells for which no reserves have been assigned, which the 
Company has included in determining its asset retirement obligations as reported in the Company’s annual report on Form 
10-K filed on SEDAR on January 13, 2015. 
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Abandonment and Reclamation Costs Including Well Abandonment and 
Disconnect Costs as of September 30, 2014 
(Forecast Prices and Costs) 

Year 

Total Reserves 
Bitumen (Oil Sands) 

Total 
Proved 
(MM$) 

Total Proved 
Plus 

Probable 
(MM$) 

2014 – – 

2015 – – 

2016 – – 

2017 – – 

2018 – – 

REMAINING 0.2 0.7 

Undiscounted 0.2 0.7 

Discounted @ 10% 0.0 0.0 

Note: The numbers in this table may not add exactly due to rounding. 

 
Item 6.5 Tax Horizon 
 
The Company was not required to pay income taxes for its most recently completed 2014 financial year. As of September 30, 
2014, the Company has approximately $5,909,394 USD of U.S. operating losses expiring through 2034 that may be used to 
offset future taxable income but are subject to various limitations imposed by rules and regulations of the Internal Revenue 
Service. In addition, at September 30, 2014, the Company had an unused Canadian net operating loss carry-forward of 
approximately $10,361,017 USD expiring through 2034. These operating loss carry-forwards may result in future income tax 
benefits of approximately $4,658,542 USD. However, because realization is uncertain at this time, a valuation reserve in the 
same amount has been established. Deferred income taxes reflect the net tax effects of temporary differences between the 
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. For 
further information regarding income taxes see Note 14 “Income Taxes” disclosed in our financial statements filed with our 
annual report on Form 10-K for the year ending September 30, 2014 filed with SEDAR on January 13, 2015 at 
www.sedar.com. 
 
Item 6.6 Costs Incurred  
 
The following table summarizes the Company’s costs incurred in oil and gas property acquisition, exploration and 
development activities for the year ended September 30, 2014: 

 
ALBERTA, CANADA 

 

Costs Incurred for Exploration Activities As of September 30, 2014 
 (USD $) 
Acquisition of Properties: 

Proved –

Unproved 3,692,346

Exploration costs 47,182

Development costs –
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Item 6.7 Exploration and Development Activities  
 
The Company did not have any drilling active during the Company’s current financial year ended September 30, 2014. 
 
ALBERTA, CANADA 

 

Present Exploration and Development Activities 
As at September 30, 2014 

 Exploratory Wells Development Wells 

Type of Well Gross Net Gross Net 
Oil wells – – – – 

Oil sands well  1(1)  0.25 – – 

Gas wells – – – – 

Service wells 3(2) 0.75 – – 

Stratigraphic test wells – – – – 

Dry Hole wells – – – – 

Total wells 4 1 0 0 
(1) SAGD project well pair drilled. Does not include the water source and water disposal wells 
for the SAGD project where the Company has a working interest of 25%. 
(2) SAGD project service wells drilled (one water source, one water disposal and one steam 
injection well for SAGD project where the Company has a working interest of 25 

 
The Company continues to focus its exploration and development efforts in the Sawn Lake area of northeastern Alberta, 
Canada. As previously disclosed the Company entered into an AER approved SAGD Project on the Company’s 25% owned 
lands in the Sawn Lake oil sands field which is well underway. The Company’s current exploration and development 
operations are as follows:  
 

SAGD Project – Phase 1 
 
For Phase 1 of the SAGD Project, one SAGD well pair was drilled in the fourth quarter of 2013 to a depth of 650 
meters and a horizontal length of 780 meters. After the construction of the SAGD facility for steam generation, 
water handling and oil treating was completed in 2014, and steam injection commenced on May 21, 2014. The first 
oil production commenced on September 16, 2014. Results to date indicate that the SAGD production process is 
effective in this Bluesky formation reservoir. As of early November 2014, stable production of oil has been 
demonstrated. Over the next several months the SAGD well pair is expected to have increased steam injection and 
oil production as the steam chamber develops. The objective of this initial SAGD well pair was to establish that 
SAGD technology is effective in producing oil from the Bluesky reservoir, and results to date support this. A 
production facility performance evaluation period extending to the spring of 2015 has been launched to assess the 
production levels and the steam oil ratios. As required by the Farmout Agreement, the Farmee is responsible to pay 
the operator of the SAGD Project for the Farmee’s share and the Company’s share of the costs of the SAGD Project.  
 
SAGD Project – Phase 2 
 
After the production facility performance evaluation period which is expected to be completed in the spring of 2015, 
the operator of the SAGD Project is expecting to proceed with Phase 2, which includes work on preliminary 
engineering design, regulatory approval, environmental approval work, determining regulatory requirements 
sufficient to define the work program, and the drilling of an additional SAGD well pair and the associated expansion 
of the current SAGD plant facility. The Farmee on behalf of the Company has already paid the operator for the 
Phase 2 front end costs.  

 
HCSS Project – Phase 1A 

 
In August 2013, the Company received approval from the AER for our Horizontal Cyclical Steam Stimulation 
(HCSS) Project application. It is anticipated that the Company will develop a thermal demonstration project on a ½ 
section of land followed by a commercial expansion project located on section 10-92-13W5 of the Company’s Sawn 
Lake oil sands properties where the Company currently has a 90% working interest. This application, submitted in 
early 2012, was an application to modify the Company’s previously approved in-situ demonstration project for a 
well to test thermal production on the Company’s Sawn Lake oil sands leases using HCSS technology. This 
modification changed the vertical CSS well earlier approved, into a thermal recovery project to test two wells that 
use a horizontal application of CSS. The Company is currently waiting on the production facility performance 
results from the SAGD Project in order to fine-tune the Company’s HCSS Project facility design before the 
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Company initiates start-up operations on the ½ section of land where the Company plans to drill two horizontal 
wells to test the use of HCSS technology. The Company is currently in the process of commissioning the surveying 
and environmental field report of this ½ section. 

 
Item 6.8 Production Estimates  
 
The following table summarizes the Company’s estimated bitumen production volumes for the first fiscal year of reserves 
reflected disclosed under Item 2.1 herein. 
 
ALBERTA, CANADA 

 

Forecast Summary of Future Production Estimates by Production Group for the First Fiscal Year 2014 

 Forecast Prices & Costs 

 Total Proved Probable Total Proved Plus Probable 

Reserve Categories Gross Daily Production (2) Gross Daily Production (2) Gross Daily Production (2) 
Light and Medium Oil (bbls/d) – – – 

Crude Bitumen (bbls/d) 11.9 2.0 13.9 

Associated and Non-associated Gas (Mcf/d) – – – 

Natural Gas Liquids (bbls/d) – – – 

Total (1) (boe/d) 11.9 2.0 13.9 
(1)Barrels of Oil Equivalent (boe) have been reported based on natural gas conversion of 6 Mcf/1 bbl. 
(2)Gross production is Company working interest before all royalty deductions. 
   The above production is based on the average forecasted rate for the final three months of 2014 from the Reserve Report as of September 30, 2014. 

 
The following table discloses the Company’s working interest production estimate by field for total proved reserves for the 
fiscal year 2014, based on estimated forecast prices and cost assumptions. 
 
ALBERTA, CANADA 

 

Field 
Light and 

Medium Oil 
(bbl/d) 

Heavy Oil 
(bbl/d) 

Crude Bitumen (1) 
(bbl/d) 

Natural Gas 
(Mcf/d) 

Natural Gas 
Liquids 
(bbl/d) 

Sawn Lake – – 11.9 – – 

TOTAL – – 11.9 – – 
(1) The above production is based on the average forecasted rate for the final three months of 2014 from the Reserve Report as of September 30, 2014. 

 
Item 6.9 Production History  
 
The following table summarizes certain information in respect of the Company’s production, oil prices received, royalties 
and netbacks received by the Company for each quarter of the Company’s most recently completed fiscal year. 
 
ALBERTA, CANADA 

 
 September 30, 2014 
 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 

Production 
Bitumen (bbls/d) – – – 58.47(1) 

Total Production (BOE/d) – – – 58.47 

Revenue 

Bitumen Sales ($/bbl) – – – 66.84 

Total Revenue ($/BOE) – – – 66.84 

Royalties ($/BOE) – – – 4.69 

Production Costs ($/BOE) – – – –(2) 

Netback ($/BOE) – – – 62.15 
(1)Assuming all production was accumulated after the production well was formally converted to production mode. 
(2)Operating costs are paid for in accordance with the Farmout Agreement dated July 31, 2013. 

 
The following table discloses in total the Company’s working interest production volumes for the year ending September 30, 
2014. 
 
ALBERTA, CANADA 

 

Field 
Light and Medium Oil 

(Mbbl) 
Heavy Oil 

(Mbbl) 
Crude Bitumen (1) 

(Mbbl) 
Natural Gas 

(Mmcf) 
Natural Gas Liquids 

(Mbbl) 

Sawn Lake – – 818.6 – – 

(1)Gross Production is the Company’s working interest before deduction of royalties. 


