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NOTICE TO READER
This revised AIF (the “Revised AIF”) includes required annual disclosure required by Form 51-102F6 –
Statement of Executive Compensation (Appendix “D”) and Form 58-101F1 – Corporate Governance
Disclosure (Appendix “E”) not included in the Company’s original AIF, filed on SEDAR on March 29, 2018
(the “Original AIF”). Other than as expressly set forth above, this Revised AIF does not, and does not
purport to, update or restate the information contained in the Original AIF.

(i)

ADVISORIES
This Annual Information Form (“AIF”), for Serinus Energy Inc. (“Serinus” or the “Company” or “SEN”),
unless the context otherwise requires references to the ‘‘Board of Directors’’ or the ‘‘Board’’ means the
Board of Directors of Serinus Energy Inc.
All financial information is reported in United States dollars (“US Dollars” or “USD”), unless otherwise
noted. Production volumes are presented on a working-interest basis, before royalties, unless otherwise
noted.
References to the 2017 audited Consolidated Financial Statements mean Serinus’ audited Consolidated
Financial Statements and the accompanying notes prepared in accordance with International Financial
Reporting Standards (IFRS), dated March 20, 2018. References to the Management’s Discussion and
Analysis (“MD&A”) mean Serinus’ Management’s Discussion and Analysis, dated March 20, 2018.
This AIF contains forward-looking statements based on Serinus’ current plans, expectations, estimates,
projections and assumptions. This information is subject to a number of risks and uncertainties, including
those discussed in this document in the Risk Factors section, many of which are beyond the Company’s
control. Users of this information are cautioned that actual results may differ materially. Refer to the
Forward-Looking Information and Non-GAAP Financial Measures section of this AIF for information
regarding risk factors and material assumptions which are underlying our forward-looking statements.

(ii)

GLOSSARY OF TERMS
All capitalized terms used in this AIF but not otherwise defined herein shall have the meanings set forth
below. The information set out in the AIF is stated as at December 31, 2017 unless otherwise specifically
stated.
“2008 Arrangement” means the court-approved plan of arrangement involving Loon, the security holders
of Loon and Loon Corp effected pursuant to Section 193 of the ABCA, which was completed on
December 10, 2008;
“2013 Arrangement” means the court-approved plan of arrangement involving Winstar, the security
holders of Winstar, Serinus and KI effected pursuant to Section 193 of the ABCA, which was completed
on June 24, 2013;
“ABCA” means the Business Corporations Act (Alberta), as amended;
“AED SEA” means AED Southeast Asia Limited, a company existing under the laws of Cyprus, which is a
wholly-owned subsidiary of Serinus Holdings;
“Block 9” means Syria Block 9, whereby the Company holds a 50% working interest in the Syria Block 9
production sharing contract (“Block 9 PSC”) under Force Majeure since July 16, 2012;
“Board of Directors” means the board of directors of the Company;
“Brunei Block L” or “Block L” means the lands that were subject to the Brunei Block L PSA;
“Brunei Block L PSA” means the production sharing agreement for Brunei Block L, which was
terminated in October, 2016;
“Brunei Block M” means the lands that were subject to the Brunei Block M PSA;
“Brunei Block M PSA” means the production sharing agreement for Brunei Block M which expired in
August, 2012;
“CAD” means the Canadian dollar, the lawful currency of Canada;
“Chouech Es Saida Concession” means the Company’s 100% interest in 52,480 gross acres of land
located in Southern Tunisia held through its wholly owned subsidiary, Winstar Tunisia;
“COGE Handbook” means the Canadian Oil and Gas Evaluation Handbook;
“Common Shares” means the common shares in the capital of the Company on a post-consolidation
basis after giving effect to the 2013 Arrangement;
“Company” has the same meaning as Serinus, a term defined below;
“Dutco” means Dutco Energy Limited, a wholly owned subsidiary of Dubai Transport Company LLC, a
Middle Eastern conglomerate with operations in construction and engineering, trading, manufacturing,
hospitality and oil and gas.
“Dutco Loan” means the $15 million credit facility provided by Dutco to the Company for the purpose of
funding exploration drilling in Brunei. See also “General Development of the Business – Three Year
History of the Company – Dutco Loan”
“Ech Chouech Concession” means the Company’s 100% interest in 33,920 gross acres of land located
in Southern Tunisia held through its wholly owned subsidiary, Winstar Tunisia;
(iii)

“EBRD” means the European Bank for Reconstruction and Development;
“EBRD Tunisia Facility” means the $60.0 million loan facility provided by the EBRD to Serinus with
respect to financing the Company’s capital program for the Tunisia Assets;
“EBRD Romania Facility” means the $11.28 million loan facility provided by the EBRD to Serinus with
respect to financing the Company’s capital program for the Romania Assets
“EBRD Ukraine Facility” means the $40.0 million loan facility provided by the EBRD to KUB-Gas;
“ETAP” means Enterprise Tunisienne d’Activités Pétrolières, the state owned national oil company of
Tunisia;
“IFRS” means the International Financial Reporting Standards;
“JOA” means the joint operating agreement between Winstar Romania and OEBS dated September 9,
2008;
“Jura” means Jura Energy Corporation, a public company listed on the Toronto Stock Exchange, in which
Serinus owns a non-controlling interest;
“KI” means Kulczyk Investments S.A., a company existing under the laws of Luxembourg, which is the
largest shareholder of the Company;
“KOV Borneo” means KOV Borneo Limited, a company existing under the laws of the United Kingdom,
which is a wholly-owned subsidiary of Serinus Holdings;
“KUB-Gas” means KUB-Gas LLC, a company existing under the laws of Ukraine, which is a whollyowned subsidiary of KUBGAS Holdings, which was an indirect 70% owned subsidiary of the Company
until sold to Resano in early February 2016;
“KUBGAS Holdings” means KUBGAS Holdings Limited (formerly Loon Ukraine Holding Limited), a
company existing under the laws of Cyprus, which was a 70% owned subsidiary of Serinus Holdings,
which in turn owned 100% of KUB-Gas;
“Kulczyk Oil Brunei” means Kulczyk Oil Brunei Limited (formerly Loon Brunei Limited), a company
existing under the laws of Cyprus, which is a wholly-owned subsidiary of Serinus Holdings;
“LEU” means the Romanian Leu, the lawful currency of Romania;
“Loon Corp” means Loon Energy Corporation, a public company listed on the TSX-V, which was formed
as a part of the 2008 Arrangement;
“Loon Latakia” means Loon Latakia Limited, a company existing under the laws of Cyprus, which is a
wholly-owned subsidiary of Serinus Holdings;
“Moftinu Gas Development Project” means the Company’s exploration and development project in the
Satu Mare Concession;
“NAMR” means the National Agency for Mineral Resources, the government body regulating petroleum
and mineral resources in Romania;
“NI 51-101” means National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities;
“OEBS” means Oilfield Exploration Business Solutions S.A., formerly called Rompetrol S.A., a subsidiary
of KMG International N.V.;
(iv)

“PetroleumBRUNEI” means Brunei National Petroleum Company Sendirian Berhad, a private limited
company wholly-owned by the Government of Brunei;
“Pre-Consolidation Shares” means common shares in the capital of the Company issued and
outstanding prior to giving effect to the consolidation of the Pre-Consolidation Shares on June 24, 2013
on the basis of ten Pre-Consolidation Shares for one post-consolidation Common Share;
“PSC” means production sharing contract;
“Radwan” means Radwan Investments GmBH, a private Austrian company;
“Resano” means Resano Trading Ltd., an affiliate of the Burisma Group, a Ukraine entity actively
involved in the upstream oil and gas industry in Ukraine.
“Romania Assets” means the right to explore for and produce oil and gas from the Satu Mare
concession under the terms of the Satu Mare Concession Agreement and the property, plant and
equipment associated with the exploration and production of oil and gas on those concessions described
in the section Principal Oil and Gas Assets – Romania”;
“RPS” means RPS Energy, an engineering consulting company;
“RPS Report” means the report of RPS effective December 31, 2017 and dated March 19, 2018 on their
evaluation of the Company’s reserves;
“Sabria Concession” means the Company’s 45% interest in 26,195 gross acres of land located in WestCentral Tunisia held through its wholly owned subsidiary, Winstar Tunisia;
“Sanrhar Concession” means the Company’s 100% interest in 35,840 gross acres of land located in
South-Central Tunisia held through its wholly owned subsidiary, Winstar Tunisia;
“Satu Mare Concession” means the Company’s interest in 729,000 gross acres of land located in
Romania held through its wholly owned subsidiary, Winstar Romania;
“Serinus” or “SEN” or “Company” means Serinus Energy Inc., a company incorporated pursuant to the
laws of the Province of Alberta, Canada which is listed on the TSX and the WSE under trading symbol
‘SEN’;
“Serinus Holdings” means Serinus Holdings Limited (formerly Kulczyk Oil Ventures Limited), a company
existing under the laws of Cyprus, which is a wholly-owned subsidiary of the Company;
“Shell” means Shell International Trading and Shipping Company Ltd. a subsidiary of Royal Dutch Shell
plc;
“Shell Contract” means the Contract for the Sale of Zarzaitine Blend Crude Oil entered into between
Winstar Tunisia B.V. and Shell dated May 23, 2016;
“SMCA” means the “Satu Mare Concession Agreement” or the agreement governing the exploration,
development and production of oil and gas in the Satu Mare concession in northwest Romania;
“SMFA” means the “Satu Mare Farm Out Agreement” or the agreement between OEBS and Winstar
Romania whereby Winstar Romania earned a 60% interest in the Satu Mare Concession Agreement by
fulfilling certain work and expenditure requirements.;
“TSX-V” means the TSX Venture Exchange;
“TSX” means the Toronto Stock Exchange;
(v)

“Tunisia Assets” means all the assets held by the Company in Tunisia, including its working interests in
its five concession areas, and the property, plant and equipment associated with the exploration and
production of oil and gas on those concessions described in the section Principal Oil and Gas Assets –
Tunisia”;
“Tunisia Concession Agreements” means the agreements governing oil and gas exploration,
development and production in the Sabria, Sanrhar, Zinnia, Ech Chouech and Chouech Es Saida
concessions operated by Winstar Tunisia;
“Ukraine Assets” or “KUB-Gas Assets” means the assets owned by KUB-Gas, including the Ukraine
Licences, and certain other property, plant and equipment described in the section “Principal Oil and Gas
Assets - Ukraine”;
“Ukraine Licences” or “KUB-Gas Licences” means the exploration and production special permits in six
licence areas owned by KUB-Gas in Ukraine in the Makeevskoye, Olgovskoye, Krutogorovskoye,
Vergunskoye, North Makeevskoye areas and West Olgovskoye;
“WI” means working interest, the proportional interest owned by any entity in a concession, licence,
permit or other title instrument (collectively “Concessions”) entitling that entity to explore and/or produce
hydrocarbons, and by extension, that entity’s share of the production of hydrocarbons (before the
deduction of royalties) from those Concessions, or that entity’s share of the volume of hydrocarbon
reserves (also before the deduction of royalties) estimated to be contained within those Concessions;
“Winstar” means Winstar Resources Ltd., a company incorporated pursuant to the Business
Corporations Act (Alberta) which is a wholly-owned subsidiary of Serinus. Effective January 1, 2018,
Serinus and Winstar amalgamated resulting in Serinus directly holding the interest in Winstar
Netherlands;
“Winstar Hungary” means Winstar Magyarorszag Kft, a company originally existing under the laws of
Hungary which was 99.8% owned by Winstar Netherlands and 0.2% owned by Winstar Tunisia and has
been wound up effective July 19, 2016;
“Winstar Netherlands” means Winstar B.V., a company existing under the laws of the Netherlands;
“Winstar Romania” means Serinus Energy Romania S.A.(formerly Winstar Satu Mare S.A), a company
existing under the laws of Romania which is 99.9995% owned by Winstar Netherlands and 0.0005%
owned by Winstar Tunisia;
“Winstar Tunisia” means Winstar Tunisia B.V., a company existing under the laws of the Netherlands
which is a wholly-owned subsidiary of Winstar Netherlands;
“WSE” means the Warsaw Stock Exchange; and
“Zinnia Concession” means the Company’s 100% interest in 17,920 gross acres of land located in
Northern Tunisia held through its wholly owned subsidiary, Winstar Tunisia;

(vi)

FORWARD-LOOKING INFORMATION
Certain statements contained in this AIF constitute forward-looking statements under applicable securities
laws. Forward-looking statements are often, but not always, identified by the use of words such as
“anticipate”, “believe”, “could”, “estimate”, “expect”, “forecast”, “guidance”, “intend”, “may”, “plan”,
“predict”, “project”, “should”, “target”, “will”, or similar words suggesting future outcomes or language
suggesting an outlook. These statements involve known and unknown risks, uncertainties and other
factors that may cause actual results or events to differ materially from those anticipated in such forwardlooking statements. Management believes the expectations reflected in those forward-looking statements
are reasonable but no assurance can be given that these expectations will prove to be correct and such
forward-looking statements included in this AIF should not be unduly relied upon.
Forward-looking statements and information in this AIF include, but are not limited to, statements with
respect to:
•

the success of the corporate reorganization and the receipt of regulatory approval from, but not
limited to, the Alberta registrar, the Jersey registrar, the London Stock Exchange and the TSX;

•

drilling plans and timing of drilling and testing of wells;

•

productive capacity of wells, anticipated or expected production rates and anticipated dates of
commencement of production;

•

drilling, completion and facilities costs;

•

results of various projects of the Company;

•

growth expectations within the Company;

•

access to attractive investment opportunities and success in bidding for and winning new assets;

•

timing of development of undeveloped reserves;

•

transportation arrangements and markets for oil and/or gas produced from the Company’s licence
areas;

•

the performance and characteristics of the Company’s oil and natural gas properties;

•

the quantity of oil and natural gas reserves and resources;

•

capital expenditure programs;

•

supply and demand for oil and natural gas and commodity prices;

•

the impact of governmental regulation on the Company relative to other oil and gas companies of
similar size;

•

expected levels of royalty rates, operating costs, general administrative costs, costs of services
and other costs and expenses;

•

expectations regarding the Company’s ability to raise capital and to continually add to reserves
and resources through acquisitions, development and exploration;
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•

treatment under governmental regulatory regimes and tax laws; and

•

realization of the anticipated benefits of acquisitions and dispositions.

Statements relating to “reserves” or “resources” are also deemed to be forward-looking statements, as
they involve the implied assessment, based on certain estimates and assumptions, including that the
reserves and resources described can be profitably produced in the future. See “Statement of Reserves
Data and Other Oil and Gas Information”.
Developing forward-looking information involves reliance on a number of assumptions and consideration
of certain risks and uncertainties, some of which are specific to the Company and others that apply to the
oil and gas industry generally.
Although the Company believes that the assumptions and expectations reflected in the forward-looking
statements and information are reasonable, there can be no assurance that such assumptions and
expectations will prove to be correct. The Company cannot guarantee future results, levels of activity,
performance or achievements. Consequently, there is no representation by the Company that actual
results achieved will be the same in whole or in part as those set out in the forward-looking statements
and information. The factors or assumptions on which the forward-looking information is based include:
•

the Company’s projected capital investment levels;

•

the flexibility of capital spending plans and the associated source(s) of funding;

•

the expertise of management of the Company in contributing to increased production volumes
and the success and revenues of the Company; and

•

estimates of quantities of oil and natural gas from properties and other sources not currently
classified as proved reserves.

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 and information
contained in this AIF include, but are not limited to:
•

competition within the oil and natural gas industry for, among other things, capital, acquisitions of
reserves, undeveloped land and skilled personnel;

•

environmental risks and hazards associated with the oil and gas industry;

•

adverse weather conditions in areas where the Company conducts operations;

•

variations in foreign exchange rates and interest rates;

•

risks associated with the realization of the anticipated benefits of acquisitions and dispositions;

•

the availability of certain equipment and services and the Company’s access to such equipment
and services;

•

political, social, fiscal, legal and economic risks in the countries in which the Company operates;

•

the early stage of some of the Company’s operations;
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•

risks associated with the exploration, development and production of the Company’s interests,
including geological, technical, drilling and processing problems and other difficulties in producing
reserves and failure to realize anticipated benefits of exploration activities;

•

the effects of regulations (including environmental regulation) and changes in regulatory regimes
in the countries in which the Company operates;

•

the effects of sanctions, including those of the European Union, the Canadian government and
the U.S. government on the Company’s interests in Syria;

•

risks of the effect of relinquishment obligations under the term of the Company’s production
sharing arrangements and governmental regulatory regimes in countries in which the Company
operates;

•

risks associated with the Company’s reliance on its third party operators;

•

uncertainties regarding the interpretation and application of foreign laws and regulations; and

•

other factors described further in “Risk Factors”.

Readers are cautioned that the foregoing lists are not exhaustive. The factors and risks set out in
these lists are difficult to predict and the assumptions used in the development of the forwardlooking information contained herein, although considered reasonably accurate at the time of
development, may prove to be incorrect or incomplete. Furthermore, the forward–looking
statements contained in this AIF are made as of the date hereof, and the Company undertakes no
obligation, except as required by applicable securities laws, to update publicly or to revise any of
the included forward-looking statements, whether as a result of new information, future events or
otherwise. The forward-looking statements contained herein are expressly qualified by this
cautionary statement.
NON-IFRS MEASURES
The financial information presented in this AIF has been prepared in accordance with IFRS except for the
terms such as “working capital” and certain terms under the loan covenants which are not recognized
measures under IFRS and do not have standardized meanings prescribed by IFRS. These non-IFRS
measures are presented for information purposes only and should not be considered an alternative to, or
more meaningful than information presented in accordance with IFRS. Management believes these may
be useful supplemental measures as they are used by the Company to measure operating performance
and to evaluate the timing and amount of capital required to fund future operations. The Company’s
method of calculating these measures may differ from those of other companies and, accordingly, they
may not be comparable to measures used by other companies. The Company calculates “working
capital” as applicable to its most closely related IFRS measure.
CORPORATE STRUCTURE
Name, Address and Incorporation
The full legal name of the Company is Serinus Energy Inc. The Company’s head office and registered
office are located at Suite 1500, 700-4th Avenue S.W. Calgary, Alberta T2P 3J4.
The Company was incorporated pursuant to the provisions of the ABCA on March 16, 1987 as Titan
Diversified Holdings Ltd., a public investment company listed on the Alberta Stock Exchange, a
predecessor to the TSX-V. On August 18, 1997, the name of the Company was changed to Loon
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Energy Inc. and the Company invested in Canadian oil and gas assets until 2001, at which time the
Company changed its focus to international oil and gas assets.
In December 2008, following the completion of the 2008 Arrangement, the Pre-Consolidation Shares
were de-listed from trading on the TSX-V at the request of the Company, and the name of the Company
was changed to Kulczyk Oil Ventures Inc.
On May 25, 2010 the common shares of the Company were listed for trading on the Warsaw Stock
Exchange under trading symbol KOV.
On September 7, 2010, the Articles of the Company were amended to permit shareholder meetings of the
Company to be held outside of the province of Alberta, and the By-laws of the Company were amended
to, among other things, provide the shareholders of the Company with protection against the dilution of
their shareholdings in the Company by requiring majority shareholder approval for certain types of private
placements by the Company, which provisions were materially the same as those imposed by the TSX at
the time.
On June 24, 2013, pursuant to the 2013 Arrangement, the Company completed the acquisition of
Winstar, consolidated its Pre-Consolidation Shares on a 10:1 basis and changed the name of company
from “Kulczyk Oil Ventures Inc.” to “Serinus Energy Inc.”
In June 2013, the common shares of the Company were listed on the TSX under trading symbol “SEN”
and the trading symbol on the WSE was changed to SEN.
At the Company’s 2013 annual general meeting, the Company amended its by-laws to remove the
provisions requiring majority shareholder approval for certain types of private placements by the
Company. As the Company is listed on the TSX, shareholders are protected by the TSX’s rules,
rendering those provisions in the by-laws redundant.
On January 1, 2018, the Company completed an amalgamation under section 184(1) of the ABCA with its
wholly owned subsidiary Winstar.
The Company is a reporting issuer in Poland and in the Provinces of Alberta, British Columbia,
Saskatchewan, Manitoba, Ontario, New Brunswick, Nova Scotia, Prince Edward Island and
Newfoundland in Canada.
Intercorporate Relationships
The Company has two direct wholly-owned subsidiaries, Serinus Holdings Limited and Serinus Petroleum
Consultants Limited.
Winstar B.V., has one direct wholly owned subsidiary, which in turn owns 100% of Winstar Tunisia B.V.
and 99.9995% of Serinus Romania S.A.. Winstar Tunisia B.V. owns the remaining 0.0005% of Winstar
Romania.
The corporate ownership structure and the inter-corporate relationships of the Company and its principal
operating subsidiaries, including the percentage of votes attaching to voting securities owned, or
controlled or directed, directly or indirectly, by Serinus, are shown below. The jurisdictions of
incorporation, formation or organization as at December 31, 2017 are shown in brackets under the
company name.
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The above diagram includes the Company’s subsidiaries which have total assets that exceed 10% of the
Company’s total consolidated assets, or which have sales and revenues which exceed 10% of the
Company’s total consolidated sales and revenues or which are, in the opinion of the Company, relevant
to an understanding of the business of the Company. The assets and revenues of the Company’s
unnamed subsidiaries did not exceed 10% of the Company’s total consolidated assets or total
consolidated sales and revenues at and for the year ended December 31, 2017.
GENERAL DEVELOPMENT OF THE BUSINESS
Serinus Energy Inc. is a Canadian company engaged in international oil and gas exploration and
production through its operations in Romania and Tunisia, respectively.
During 2017, working interest production from the Tunisia Assets averaged 279 bbl/d and 581 MMcf/d.
There was no production during 2017 from the Romania Assets which are in the exploration phase of
development.
Three-Year History of the Company
The following describes the significant events in the development of the Company’s business over the
last three years.
EBRD Loan Facility - Ukraine
In May 2011, KUB-Gas finalized an agreement for the EBRD Ukraine Facility of up to $40.0 million from
the EBRD. The proceeds of the EBRD Ukraine Facility were used to fund development of the Ukraine
Licences. The EBRD Ukraine Facility had interest at variable rates, to a maximum annual rate of 19.0%.
The loan proceeds from the EBRD Ukraine Facility were to be advanced in two tranches, with a first
$23.0 million tranche being advanced in 2011. On May 30, 2013, the remaining $17.0 million expired
without any drawdown in accordance with the terms of the loan agreement. The EBRD Ukraine Facility
5

balance was to be repaid in thirteen equal semi-annual payments, which commenced in July 2012 with a
repayment in the amount of $1.8 million. On January 8, 2013, the Company announced that a
$10.0 million prepayment had been made under the EBRD Ukraine Facility, and, with the regularly
scheduled repayment on January 15, 2013 in the amount of $1.8 million, the principal balance
outstanding of the EBRD Ukraine Facility after that time was $9.5 million. Further scheduled payments of
$1.8 million were made on each of scheduled repayment dates throughout 2013 to 2015. At
December 31, 2015, the principal balance outstanding was $0.6 million and in early 2016 KUB-Gas made
the final repayment of the EBRD Ukraine Facility, such that the facility was fully repaid.
In January 2016, the EBRD Ukraine Facility was fully repaid, just prior to the disposition of the Ukraine
assets in February 2016.
EBRD Loan Facility - Tunisia
In November 2013, the Company finalized an agreement for the EBRD Tunisia Facility of up to
$60.0 million from the EBRD. The proceeds were to be used to fund the capital program for its oil and
gas fields in Tunisia. The EBRD Tunisia Facility consists of two separate loan agreements, a senior loan
in the amount of $40 million (the “Senior Loan”) and a convertible loan of $20 million (the “Convertible
Loan”). The Senior Loan has a term of seven years, available in two tranches of $20 million each.
Interest is payable semi-annually at a variable rate equal to the sum of the London UK interbank rate plus
6%. At the Company’s option, the interest rate may be fixed at the sum of 6% and the forward rate
available to EBRD on the interest rate swap market. The Senior Loan was repayable in twelve equal
semi-annual installments commencing after the first year of the loan. The second tranche of the Senior
Loan was available only after the Convertible Loan is fully drawn, and was also subject to certain
conditions including achieving and maintaining specified production targets for a period of three
continuous months, and meeting specified financial and reserve coverage ratios.
The Convertible Loan has a term of seven years. The Company can elect, subject to certain conditions,
to convert all or any portion of the Convertible Loan principal and accrued interest outstanding for newly
issued Common Shares at the then current market price of the Common Shares on the TSX or WSE, as
required by the exchange rules. The EBRD can also at any time, and on multiple occasions elect to
convert all or any portion of the Convertible Loan principal and accrued interest outstanding for newly
issued Common Shares at the then current market price of the Common Shares on the TSX or WSE.
The Company can also repay the Convertible Loan at maturity in cash or in kind, subject to certain
conditions, by issuing new Common Shares valued at the then current market price of the Common
Shares on the TSX or WSE. The repayment amount is subject to a discount of approximately 10% in the
event that the requirement for substantially all of the Company’s assets and operations to be located and
carried out in the EBRD countries of operations is not met at the date of repayment.
Both loans were available for a period of three years. On a repayment or conversion initiated by the
Company, the number of Common Shares that may be issued is limited to a maximum of 5% of the
number of Common Shares then issued and outstanding, with any amounts remaining outstanding then
paid in cash. On a conversion initiated by EBRD, no such limit applies under the loan agreement,
although the EBRD may be subject to its own internal guidelines regarding the maximum ownership in
any given entity.
During 2014, the Company drew the full $20 million on the first tranche of the Senior Loan and $15 million
on the Convertible Loan. Interest rates on the first $20 million of the senior loan agreement were locked
in at a rate of 6.9% for a two-year period from September 30, 2014 to September 30, 2016.
Pursuant to the finalization of the EBRD Romania Facility on February 20, 2015, the committed portion of
the second tranche of the Senior Loan of the EBRD Tunisia Facility was reduced from $20 million to
$8.72 million.
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The final draw of $5 million on the Convertible Loan was made in Q1 2015, and the Company drew an
additional $5 million on the second tranche of the Senior Loan in Q3 2015.
With the sale of its interests in Ukraine, the Company was required to repay $7.4 million of the Senior
Loan plus accrued interest to the EBRD. That repayment was made on February 12, 2016.
The Company had to apply 40% of its Excess Cash from Tunisia toward early repayment of the facility
outstanding with EBRD. Excess Cash is defined as the operating cash flow from the Company’s Tunisia
subsidiary, less debt repayments and service costs arising from all senior debt on the Tunisia assets, less
capital expenditures, plus any new debt disbursement on the Tunisian debt. In the event that prepayments were made on the Romania loan in any given year, the repayment from Tunisia would drop to
25% of the Excess Cash. No pre-payment fees are applicable to the accelerated payments described
above. In Q2 2016, a repayment was made under this provision of the loan agreement, relating to excess
cash generated in 2015, for $3.4 million.
On October 30, 2017, the Company announced that it has reached an agreement with the EBRD to
restructure the terms of the two debt facilities the Company has outstanding with the EBRD. The
Company believes that this restructuring of the debt provides the appropriate balance for the Company to
be able to meet the debt servicing requirements while also being able to make the capital investments
necessary to grow the Company to the benefit of the equity shareholders in the Company.
Both the Senior Loan Facility and the Convertible Loan Facility contain a number of affirmative covenants,
including maintaining the specified security, environmental and social compliance, and maintenance of
specified financial ratios. The new agreement provides for changes to specific terms of each of the loan
facilities as well as to the affirmative covenants.
The outstanding principal of the Senior Loan Facility is currently US$5.4 million with an interest rate of 6month LIBOR plus 6.0% and an original maturity date of March 2019. The original payment schedule had
the principal repayments made in twelve equal semi-annual instalments with the first repayment made on
March 31, 2015. The new agreement with the EBRD involves the following changes to the terms of the
Senior Loan Facility:
•

The repayment schedule no longer requires the scheduled US$1.7 million payments for
September 30, 2017, March 31, 2018 and September 30, 2018, with the remaining balance
thereof to be paid on March 31, 2019. Instead, the terms under the new agreement are such that
the Company will make payments of $2.7 million on March 31, 2019 and September 30, 2019,
covering the remaining balance of the Senior Loan Facility.

•

The cash sweep is now computed at the corporate level, instead of only Tunisia, on the annual
and semi-annual consolidated accounts. Any cash balance in excess of US$7.0 million is to be
used to prepay the senior loan in inverse order of maturity until the outstanding senior loan
balance is no greater than that under the original amortisation schedule.

•

The interest rate of 6-month LIBOR plus 6.0% remains unchanged and the payment of accrued
interest is unchanged.

The Convertible Loan Facility has a current outstanding principal of US$25.4 million with an original
maturity of June 2021 and an original interest rate of 6-month Libor plus a margin. The original margin
was determined by the calculation of the Incremental Net Revenues Percentage (INRP) for Tunisia, which
is the percentage rate equal to the amount by which the Net Revenues (revenues minus royalties) for the
most recent complete financial year exceeds US$35,000,000, divided by US$2,000,000 (rounded down to
two decimal points). The minimum margin is 8.0% and the maximum margin is 17.0%. Under the new
agreement, the terms of the Convertible Loan Facility have changed as follows:
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•

The maturity is extended to June 2023, with accrued interest accumulation until June 2020.

•

In June 2020, the total outstanding principal plus accumulated accrued interest will be determined
and this amount will constitute the new balance to be equally amortized over four annual
payments to be made each month of June for the years 2020 to 2023.

•

From the date of the loan amortization, interest is paid on the outstanding loan balance on each
interest payment date.

•

The mechanics of the Loan Conversion option remains as per the original agreement. The Loan
Conversion is capped at 5% of the market capitalisation.

•

The interest rate remains 6-month LIBOR plus the margin, but the margin is now calculated on
the consolidated net revenues of our Tunisia and Romania subsidiaries exceeding
US$25,000,000 instead of US$35,000,000 for Tunisia alone as per the original agreement. The
minimum and maximum margins remain the same at 8.0% and 17.0%, respectively.

In addition to the specific changed terms applied to each of the loan facilities, some of the affirmative
covenants of both facilities have also been changed. The original agreements had a debt service
coverage ratio calculated on a quarterly basis for Tunisia and at the corporate level, with a minimum ratio
of 1.3x for Tunisia and 1.5x for consolidated required to be in compliance. A debt-to-EBITDA ratio was
also calculated on a quarterly basis at the Tunisia and corporate level in both original agreements with a
maximum ratio of 2.5x for Tunisia and 2.75x consolidated required to be in compliance. The new
agreement covenants have changed as follows:
•

The debt service coverage ratio will now only be calculated on a consolidated corporate level and
only for the Senior Loan Facility starting in December 2018. This ratio will no longer be applicable
to the Convertible Loan Facility. The minimum ratio is 1.3x.

•

For the debt-to-EBITDA ratio, the maximum ratio for compliance will be 10.0x for calculation in
September 2018 and December 2018, reverting to a maximum of 2.5x for quarterly calculations
from 2019 onwards.

•

The definition of cash flow after debt service has been changed to exclude any capital
expenditures made from any equity proceeds raised by the Company.

The new loan restructuring agreement will maintain the original security on both loans, with an additional
security pledge of the shares of Serinus Energy Romania S.A., holder of the Romanian assets.
EBRD Loan Facility - Romania
On February 20 2015, the Company finalized an agreement for EBRD Romania Facility of $11.28 million
from the EBRD. The proceeds were to be used to fund the capital program performed in Romania during
late 2014 and early 2015, consisting of the drilling, completion and testing of two exploration wells, and
the acquisition of 180 km2 of new 3D seismic data. Interest was payable semi-annually at a variable rate
equal to the sum of the London UK interbank rate plus 8%, and the principal was repayable in ten equal
semi-annual installments commencing after the first year of the loan. With the finalization of the EBRD
Romania Facility, the committed portion of the second tranche of the Senior Loan of the Company’s
EBRD Tunisia Facility was reduced from $20 million to $8.72 million. The Company drew the entire
$11.28 million during Q1 2015.
With the sale of the Ukraine Assets, Serinus was required to repay the EBRD Romania Facility in full plus
accrued interest. That payment was made on February 12, 2016.
8

Sale of Ukraine Assets
On December 23, 2015, the Company announced that it had executed an agreement to sell its 70%
interest in KUBGAS Holdings to Resano for $30 million plus appropriate adjustments for inter-company
balances and working capital. The closing of the transaction was announced on February 8, 2016, for
total consideration (including inter-company and working capital adjustments) of $33.2 million.
Shell Contract
In Q2 2016, the Company, through its Tunisian subsidiary, entered into a marketing agreement with Shell
for the sale of its Tunisian oil production. The term of the agreement is for 5 years and the pricing
mechanism is competitive with realized prices that Tunisia has received from other purchasers of its
Tunisian crude oil. This benefits Serinus by getting regular crude oil liftings from a large and highly
reputable purchaser. During the year ended December 31, 2017 there was one lifting that occurred under
the Shell Contract.
Engineering, Procurement, Construction, and Commissioning Contract for the Moftinu Gas
Project in Romania
On May 9, 2017, The Company signed an Engineering, Procurement, Construction and Commissioning
Contract (“EPCC”) with Confind S.R.L. (“Confind”), a Romanian company, for the construction of the gas
processing facility and associated flowlines and pipelines for the Moftinu Gas Development Project in
Romania. Confind has significant experience as an EPCC contractor for gas facilities and pipeline
projects in Romania.
Equity Offering
On February 21, 2017, the Company filed a short form prospectus, which qualified 72 million common
shares for distribution at CAD$0.35 per common share for aggregate gross proceeds of CAD$25.2 million
(net CAD$24.3 million, after agent’s fees of CAD$0.9 million) (“the Offering”). The Offering closed on
February 24, 2017. The Offering was led by GMP First Energy (“the Agent”) on a commercially
reasonable efforts agency basis. The offered shares were offered in all of the provinces of Canada
except Quebec and on a private placement basis in the United States, the United Kingdom, Switzerland,
and Europe. The net proceeds of the Offering were to be used by the Company to fund the development
of the Moftinu Gas Development Project and pre-work for the 2018 drilling program in the Satu Mare
Concession in Romania, production enhancement in the Sabria block in Tunisia, and for general
corporate purposes. The Moftinu Gas Development Project is a near-term project that is expected to
begin producing from the gas discoveries well Moftinu 1000 and Moftinu 1001 in second quarter 2018.
Production Disruption in Tunisia due to Labour Disputes and Social Protests
The Company’s oil and gas production in Tunisia was subject to intermittent interruption during 2017 that
required the Company to shut-in both the Sabria and Chouech Es Saida fields for prolonged periods of
time during the year.
The Chouech Es Saida field was initially shut-in on January 10, 2017, in anticipation of a three-day strike
with production stoppage, as voted for by the Company’s employees at the Winstar Chouech Es Saida
facilities, which began at midnight January 11, 2017. The Company shut-in production for safety and
security reasons on the presumption that production would be brought back on line following the end of
the labour action. As the labour action included a sit-in that persisted after the communicated work
action, the Company was unable to bring production back on line and continued its shut-in of the facility
for safety and security reasons
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The Company resumed production on February 1, 2017, due to an agreement between the sit-in
protesters and the Company for the ending of the sit-in and the agreement of Tunisia General Trade
Union (“UGTT”) to cooperate in the Company’s ongoing economic redundancy process. Failure to reach
agreement with the UGTT during month long discussions resulted in the Company again shutting in
production at the Chouech Es Saida field on February 28, 2017. The field has remained shut-in since
then due to the ongoing labour disagreement as well as the social unrest that followed.
Country-wide social protests flared up in May 2017 and resulted in blockades being placed on roads and
oil facilities in the southern part of Tunisia. The protestors blocked access to roads and to third party
facilities which forced the Company to shut-in production at the Sabria field on May 22, 2017. The
company was unable to resume production until September 6, 2017 after the protests had ended in late
August 2017.
Loss of Well Control at Moftinu -1001 Well in Romania
At 1:49am EET on Monday December 18, 2017, during routine operation to prepare the Moftinu-1001
well for future production, an unexpected gas release occurred and subsequently ignited. The Company
was continuing the process of bringing the well out of suspension in advance of production. At the time of
the incident the Blow-out Preventer (“BOP”) was in the process of being attached to the well head. The
wellsite was evacuated and secured and all Company and contractor staff were reported as safe with no
injuries.
The Company contracted SafetyBoss, an internationally renowned well control company based in
Calgary, Canada, to manage the Moftinu-1001 well incident. SafetyBoss is sent a well control team into
Romania, who arrived on December 20, 2017. The well was brought back under control on January 7,
2018. Due to damage to the surface well assembly, the Company proceeded to cement and subsequently
abandon the well
The Company’s insurance coverage will compensate the Company for the well control costs, site
reclamation, and the costs to drill a replacement well. A new well location has been identified
approximately 300 metres from the Moftinu-1001 well site. The re-drill will form part of the Company’s
insurance claim, which would be submitted post-drilling of the Moftinu-1007 well. The Company has
received emergency approval, as allowed under Romanian petroleum legislation governing approvals and
operations, in order to expedite the drilling and completion of the Moftinu-1007 well. The drilling of the
Moftinu-1007 well will begin as soon as all other authorizations are obtained. Due to the incident, the
Company had to stop work on the construction of the Moftinu Gas Development Project resulting in the
Q1 2018 Company estimate of first gas to be revised to late Q2 2018.
Continuance to Jersey and AIM Listing
Subsequent to the date of this AIF, the Company is progressing its plan for the continuance of the
Company from Alberta to Jersey, Channel Islands, and to also list its shares for trading on the AIM market
of the London Stock Exchange (“AIM”). On March 7, 2018, the Company held a special meeting of
shareholders where shareholders of the Corporation voted to approve the continuation to Jersey.
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DESCRIPTION OF THE BUSINESS
General
The Company is an international oil and gas exploration and production company with a diversified asset
base with exposure to development and appraisal prospects. Its principal assets include its interests in
the Tunisia Assets and Romania Assets.
Five Tunisia concessions cover 166,355 gross acres (151,948 net acres). The major exploration and
development opportunities are within the Sabria (26,195 gross acres, SEN 45% WI), Chouech Es Saida
(52,480 gross acres, SEN 100% WI) and Ech Chouech (33,920 gross acres, SEN 100% WI) blocks.
Sabria contains an Ordovician aged oil accumulation of 358 MMbbl OOIP (P50), into which only six wells
(10 including re-entry attempts) have been drilled. Chouech Es Saida and Ech Chouech are prospective
in the Triassic Trias Argilo-Greseux Inferieur (“TAGI”) sandstone, Devonian Oum Qasa carbonates, and
Silurian aged Acacus sands, and there may be potential in the deeper Ordovician, but it has not yet been
penetrated in these two blocks. The Company’s focus remains on reducing costs wherever possible
while maintaining existing production in Tunisia. In Tunisia, the Company will focus on carrying out low
cost incremental work programs to increase production from existing wells, such as the Sabria Production
Enhancement Project which includes the Sabria N-2 re-entry and installing artificial lift on another Sabria
well. The Corporation views Sabria as a large development opportunity longer term. See also “Principal
Oil and Gas Assets – Tunisia”.
Pursuant to the SMFA, in 2013, Serinus earned a 60% working interest in the Satu Mare Concession in
northwest Romania, covering 729,000 gross acres. In 2015, the Company completed all of the work
requirements for the Phase 2 exploration phase, entitling it to exclusive negotiations with NAMR with
respect to an extension of the Satu Mare Concession. The work obligations pursuant to the Phase 3
extension, approved on October 28, 2016, include the drilling of two wells, and, at the Company’s option,
either the acquisition of 120 km 2 of new 3D seismic data or drill a third well. The two firm wells must be
drilled to minimum depths of 1,000 and 1,600 metres respectively, and if so elected, the third well to a
depth of 2,000 metres. The term of the Phase 3 extension is for three years beginning October 28, 2016
and expiring on October 28, 2019.
OEBS, the holder of the remaining 40% interest has acknowledged that they are unable to participate in
future phases under the concession. However, they are currently in a tax dispute with the government of
Romania the results of which are a protective seizure of the partner’s interest in Romania. Under the
conditions of this protective seizure by the Romanian fiscal authorities, the holder of the remaining 40% of
the interest in the Satu Mare Concession is restricted from transferring this interest unless authorised by
the Romanian fiscal authorities. In February 2017, the Company provided notice to OEBS that they are in
default due to unpaid cash calls. Under the JOA, OEBS is obligated to take all measures necessary to
conclude the transfer of the OEBS interest to the Company. OEBS has not yet fulfilled this obligation.
Historical drilling has been sparse, and the Company has an inventory of over 50 leads and prospects. In
2017, the Company is focusing on Romania as the impetus for growth over the next three years. The
Moftinu Gas Development Project is a near-term project that is expected to begin producing from the
Moftinu-1007 and Moftinu-1000 wells in late Q2 2018. The Company has obtained all necessary
approvals and has commenced the construction of a gas plant with 15 MMcf/d of operational capacity.
Construction of the project is expected to be completed in Q2 2018. See also “Principal Oil and Gas
Assets – Romania”.
Effective October 2016, the Brunei Block L production sharing agreement (“Brunei Block L PSA”) was
terminated. Previously, the Company held a 90% working interest in the Brunei Block L PSA. The
Company is obligated to undertake site restoration work. The Brunei Block L assets are fully impaired.
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Detailed Information on Assets
This section of the AIF provides more detailed information with respect to the material oil and gas
properties of the Company and the countries in which the properties are located. It also provides certain
historical information concerning resources, estimates of the volume of resources, production estimates,
historical production amounts and other information in respect of the areas surrounding the areas covered
by the Tunisia Assets and the Romania Assets which is “analogous information” as defined by applicable
securities laws. This analogous information is derived from publicly available information sources which
the Company believes are predominantly independent in nature. Some of this data may not have been
prepared by qualified reserves evaluators or auditors and the preparation of any estimates may not be in
strict accordance with the COGE Handbook. Regardless, estimates by engineering and geo-technical
practitioners may vary and the differences may be significant. The Company believes that the provision
of this analogous information is relevant to the Company’s activities, given its ownership interests and
operations (either ongoing or planned) in the areas in question. However, readers are cautioned that
there is no certainty that any of the Company’s activities on the areas covered by the Tunisia Assets and
the Romania Assets will be successful to the extent in which operations on the areas in which the
analogous information is derived from were successful, or at all.
Tunisia
Through its wholly owned subsidiary, Winstar Tunisia, the Company has interests in and operates five
concessions in Tunisia. It holds 100% working interests in four blocks, and a 45% interest in Sabria, the
fifth. The Tunisia Assets were acquired as part of the Company’s acquisition of Winstar Tunisia in 2013.
The five concession blocks, Sabria, Zinnia, Sanrhar, Ech Chouech and Chouech Es Saida are located
throughout the country, from the northern coast on the Mediterranean Sea, down to the south end near
the Algerian border. Basic information regarding each is summarized in the table below:
Name

Chouech Es Saida
Ech Chouech
Sabria
Sanrhar
Zinnia

Tunisia Concession Summary Data
Location
Working
Approximate
Outstanding Work
(within Tunisia)
Interest
Gross Area
Commitments
(acres)
South
100%
52,480
nil
South
100%
33,920
nil
Center West
45%
11,788
nil
South Central
100%
35,840
nil
North
100%
17,920
nil

Expiry

Dec 2027
June 2022
Nov 2028
Dec 2021
Dec 2020

The five concessions were originally awarded to a variety of operators, and changed ownership several
times prior to their acquisition by Winstar Netherlands. See ‘Principal Oil and Gas Properties – Tunisia –
Sabria, Chouech Es Saida, Ech Chouech, Sanrhar and Zinnia”
Government Administration and Licencing Terms
The Tunisian government administers the various licences through ETAP. The fiscal terms of the
concessions are of a general royalty and income tax scheme. Details for each block are summarized in
the table below:
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Summary of Tunisia Asset Fiscal Terms
Chouech Es Saida

Ech Chouech

Sabria

Sanrhar

Zinnia

100%*

100%

45%

100%

100%

Nil

Nil

Nil

Nil

Royalties

15%

15%

Income Tax Rate

35%

35%

2% -15% based
on R-factor
50% - 75%
based on Rfactor

12.50%
55% - 80%
based on Rfactor

Nil
2% -15%
based on Rfactor
50% - 75%
based on Rfactor

Working interest
Outstanding Work Commitments

* ETAP has the right to back in for a 50% working interest after a total of 6.5 MMbbl of crude/condensate sales, net of royalties.
Current cumulative production was 5.2 MMbbl as of December 31, 2017.

Sabria
The Sabria Concession is located near the southern margin of Chott el Jerid in the Sahara Desert of
Tunisia. The Sabria Concession, named after the nearby village of Sabriyah, was carved out of the Kebili
Exploration Permit. The first seismic survey was carried out by Mobil who held the exploration permit for
the area from 1970-1977. From 1978-1985 the area was operated by Amoco, who drilled four wells:
Sabria North 1 (“SAB-N1”), Sabria North 2 (“SAB-N2”), Sabria North 3 (“SAB-N3”) and Sabria West 1
(“W-SAB-1”). These exploration wells indicated oil in the Ordovician formations but were considered noncommercial at the time.
In 1991 MOL Hungarian Oil & Gas PLC (“MOL”) became the operator of the Sabria Concession. From
1991- 1995 MOL performed three 2D seismic surveys and based on these surveys and re-evaluation of
the previous wells, re-completed W-SAB-1 as a horizontal well (“W-SAB-1H”) near the top of the Hamra
Formation. This well tested hydrocarbon potential in August 1996. In 1998 MOL drilled Sabria
Northwest 1 (“SAB-NW1”), completed as a horizontal producer. In late 1998 and early 1999 MOL reentered SAB-N1 and drilled a new horizontal leg. Based on disappointing results, the well was
suspended in 1999.
Sabria was put on stream in October 1998 with well W-SAB-1H, followed by SAB-NW1 in May 1999 and
SAB-N3H in January 2002. In early 2000, Winstar Netherlands acquired the MOL interest in the Sabria
Concession and became the field operator. In 2002, the SAB-N3 well was re-entered, drilled and
completed as a horizontal producer (“SAB-N3H”). Associated gas is recovered at the field, compressed
to 100 bar pressure and delivered into a third party gas pipeline from where it is transported and sold to
Societe Tunisienne de l’Electricite et du Gaz (“STEG”), the Tunisian state electricity and gas company.
Condensate is recovered from the associated gas via a chilling unit and slip-streamed back into the crude
oil stream for sales.
During 2006 the transportation arrangements were upgraded such that oil is now trucked from the field to
a transfer terminal on the local pipeline network at Oum Chiah from which it is transported via pipeline to
the Mediterranean Coast at La Skhira.
Winstar Netherlands finished drilling the Sabria 11 (“SAB-11”) well in the first quarter of 2007 and
completed the well in the second quarter of 2007. SAB-11 has been on production since late June 2007.
In late 2013 to early 2014, the choke size was increased in a number of stages which increased
production while having no material adverse effects on either the water cut or gas-oil ratio.
In 2009, Winstar Netherlands completed the re-entry and drilling of SAB-N3H. The re-entry operation
consisted of drilling two new horizontal laterals from the existing wellbore at SAB-N3H. The well was
successful in encountering abundant areas of highly fractured and productive reservoir.
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In July 2014, Winstar Tunisia spud the Winstar-12bis well (“WIN-12bis”) which reached its total depth of
3,855 metres in November 2014. Logs indicated 79 metres of oil bearing reservoir in the Upper Hamra,
Lower Hamra and El Atchane formations. Production from WIN-12bis commenced on December 10,
2014 at an initial rate of 635 boe/d. The production rate as of the end of December 2017 was 424 boe/d.
The Winstar-13 well (“WIN-13”) well was spud on December 10, 2014. After early lost circulation issues
and an active shallow aquifer caused significant delays, it reached its targeted total depth of 3,781 metres
on March 11, 2015. The well was completed and production commenced on May 3, 2015 at an average
rate of 58 boe/d, rising to 232 boe/d by the end of 2015. The production rate as of the end of December
2017 was 260 boe/d.
Work in the Sabria Concession in 2017 was minimal due to the continued social disruptions.
Chouech Es Saida
The Chouech Es Saida oil field is located on the southwest border of the southern tip of Tunisia. Seven
wells were drilled on the Chouech Es Saida structure between 1971 and 1992. The field was put on
production in 1977, with the Chouech Es Saida #1 (“CS-1”) well remaining on production until 1992. In
1993, Chouech Es Saida #3 (“CS-3BIS”) and Chouech Es Saida #7 (“CS7-BIS”) were put on production,
and produced for seven and two years, respectively. In 1996, Chouech Es Saida #5 (“CS-5”) was tested
briefly, and was then suspended. Winstar Tunisia (then known as Athanor Tunisia B.V.) acquired the
Chouech Es Saida Concession together with the neighbouring Ech Chouech concessions, from AGIP in
2002. The field was shut in from 1999 until late 2003, at which time Winstar Tunisia brought the CS7-BIS
well back on production.
Oil from Chouech Es Saida is transported to a sales point at El Borma by a six-inch, 80 kilometre pipeline
that is owned by Winstar Tunisia. In 2009, Winstar Tunisia completed and commissioned its six-inch
diameter, 78 kilometre gas line, which is currently in use. The Company has also installed two
compressors at the Chouech Es Saida Central Production Facility with a combined capacity of 170 Mcm/d
(6.0 MMcf/d). During 2011, Winstar Tunisia transported its 100% owned natural gas treatment and
compression facility from Hungary to the Chouech Es Saida Concession where it was installed and
commissioned. Actual rates have fluctuated between 0 and 5.0 MMcf/d because STEG (purchaser of the
gas in the Chouech Es Saida Concession), is only required to take gas on a best efforts basis at its facility
at El Borma.
Chouech Es Saida #8 (“CS-8”) was drilled, completed and placed on production in 2008. Winstar Tunisia
attempted a dual completion in the well in the fourth quarter of 2008 and encountered a serious problem
during routine cementing and recompletion operations, and the wellbore was lost. The re-entry and
sidetrack of CS-8 commenced at the end of December, 2009 and was successful in reaching the target
reservoir and achieved combined test rates in excess of 1,625 boe/d. However, communication with the
reservoir was lost after the testing and the well was suspended. Drilling of Chouech Es Saida #8Bis
(“CS-8bis”) was completed on September 25, 2011. Initial production was unstable; and a subsequent
work-over operation was required to install an electronic submersible pump (“ESP”), following which
production stabilized at 300 bbl/d in December of 2011. CS-8bis was shut-in in August 2016 when
production had declined to less than 1 boe/d.
The Chouech Es Saida #9 well (“CS-9”) was drilled in the third quarter of 2008, tested over 900 bbl/d from
4 zones and was placed on production in the fourth quarter of 2008 at approximately 500 bbl/d. Following
a period of shut-in during the first seven months of 2011, Winstar Tunisia performed a remedial
cementing operation at CS-9, which produced approximately 200 bbl/d for the remainder of the year.
During 2016 an ESP replacement was required in CS-9 and the well was not producing for a period of 28
days during March and April 2016. After the pump replacement production was restored at a maximum
rate of 72 boe/d and the rate at the end of December 2016 was 60 boe/d.
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Chouech Es Saida #11 was drilled, completed and put on production in 2010 at a rate of approximately
500 bbl/d. Chouech Es Saida #13 was drilled, completed and tested in 2010. Although zones came in on
prognosis the reservoirs themselves contained no hydrocarbons so the well was suspended.
In November 2010, Winstar Tunisia commenced the drilling of its first Silurian exploration well, Chouech
Es Saida Silurian #1 (“CS Sil #1”), which tested at combined production test rates of approximately
3,379 boe/d. Prior to the installation of the gas compression and treatment facility transported from
Hungary, the primarily crude oil bearing zones (zones 2 &3) were placed on long term production tests
from February 2011 to September 2011 producing between 80-120 bbl/d. Following the installation of the
gas facility, production from zone 1 commenced at between 900 - 1,000 boe/d. Sand production and
liquid loading subsequently limited production and it produced only intermittently during 2013. A workover
to clean out the wellbore, open additional zones and install a smaller diameter velocity string was
performed in April 2014, and the well was returned to production in May 2014 at approximately
500 Mcfe/d. The well is currently shut in due to a scale accumulation plugging the tubing.
Winstar Tunisia completed drilling of Chouech Es Saida #12 (”CS-12”) in September 2011. Following the
installation of a beam pump, the well was producing approximately 30 bbl/d plus associated gas.
Production had dropped to zero in in January 2013 and the well has been shut in since that time.
In December 2011, Winstar Tunisia completed its drilling program at Chouech Es Saida Silurian #10 (“CS
Sil #10”) targeting both the Silurian zones identified and tested at CS Sil #1 as well as a new Triassic
discovery that was logged but not tested at CS Sil#1. Initial test rates from all five targeted zones were
inconclusive and following investigation into the well completion it was determined that the inconclusive
testing resulted from potential downhole blockages in the lower Silurian zones and potential water
invasion due to poor cementing and isolation of the targeted Triassic zones. During the fourth quarter of
2012 a workover was performed to remove the completion in the lower Silurian zones and re-cement the
upper Triassic zones. That workover was not successful, and the well is currently shut in, awaiting further
analysis and remedial measures. A workover in May 2015 to clean out the wellbore and re-establish
production was unsuccessful, and the well has been suspended.
Work in Chouech Es Saida during 2015 and 2016 has consisted of normal course operations for a
producing oil field including such items as workovers to replace or repair bottom-hole pumps in wells and
maintenance of surface facilities.
The Chouech Es Saida field has been shut in since February 2017.
Ech Chouech
Five wells have been drilled in the Ech Chouech Concession since 1970. The field was discovered by the
Ech Chouech #1 well (“EC-1”), which encountered oil in the Devonian Ouan Kasa formation at a depth of
3,220 metres. EC-1 was completed in 1991 and tested for 6 months at rates ranging from 200-220 boe/d
and produced a total of 34,000 bbl. The test was terminated by a well-bore blockage. In 2008, Winstar
Tunisia conducted a successful workover of EC-1 and the well was put back on production, averaging
almost 100 bbl/d. A workover was conducted on EC-1 in 2010 to address some production impediments
and the well came back on production at a rate of 140 bbl/d and produced and average of 71 bbl/d in
2014. EC-1 is not on continuous production but from time to time as well pressure builds up the well is
intermittently flowed. Through 2016 EC-1 was opened to flow 12 times and a total of 497 boe was
recovered.
The second location drilled at this concession, Ech Chouech #2 tested a small quantity of gas in the Ouan
Kasa sand to a depth of 3,182 metres. The Ech Chouech #3 well encountered only traces of gas but Ech
Chouech #4 (“EC-4”) tested oil in the Ouan Kasa sandstone. The operator assessed the field reserves to
be some 478 Mbbl and no further development was undertaken. Winstar Tunisia conducted a workover
on the EC-4 well in 2007 but the workover did not result in commercial quantities of hydrocarbons and
further analysis is required.
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During the third quarter of 2014, workovers and stimulations were performed on the EC-4 and ECS-1
wells. Debris left in the wellbores by previous operators was cleaned out, and both wells were
hydraulically stimulated in the Devonian Ouan Kasa formation. During swabbing, ECS-1 initially
produced gas and water, and as swabbing continued, the condensate cut increased. Operations
commenced in early March to equip the well with a small diameter velocity tubing string, and to tie it into
the flowline at EC-1.
EC-4 initially produced water with increasing oil cuts, but later swabbing showed almost all water. The
well is being further analyzed to determine additional remedial measures.
No exploration or development activity was conducted in Ech Chouech during 2017 and there was
minimal production from the field in 2017 due to the field being shut-in since February 28, 2017.
Sanrhar
The Sanhrar field is located 60 kilometres northeast of the El Borma oil field in the Sahara Desert of
Southern Tunisia. Three wells have been drilled on the Sanhrar domal structure of the Triassic TAGI
Sandstone formation. The first well in 1957, Sanrhar-1 (“SN-1”), was drilled on the flank of the structure
near the original oil/water contact. Sanrhar North 1 (“SNN-1”) the “discovery well” drilled in 1989 was
located near the top of the structure. Winstar Tunisia acquired the Sanrhar Concession in May 2000. In
2002, a third well, Sanrhar West-1 (“SNW-1”), 6 km to the west down dip on the west flank of the structure
was wet and was plugged and abandoned. SNN-1 is the sole oil producer in the field and has been onstream since 1991. In 2008, the Company installed a new pump system in the SNN-1 well which had a
positive impact on production.
On February 10, 2016, SNN-1 was shut in until commodity prices recover sufficiently to make production
economic. The production rate prior to shut in was 55 boe/d.
Winstar Tunisia shot 203.5 km2 of 3D seismic over the Sanrhar concession in July and August of 2014.
Zinnia
The Zinnia oil field is located on the Cap Bon peninsula of Tunisia, 60 km southeast of Tunis, 10 km from
the town of Nabeul, and approximately 3 km from the Mediterranean shore. Winstar Tunisia acquired the
Zinnia Concession in 2000.
The field was discovered in 1989, with the drilling of the Zinnia #1 (“ZNN-1”) well on the west flank of a
faulted anticlinal structure. The productive formation is the Abiod formation, a late Cretaceous fractured
carbonate formation. A subsequent operator took over in March 1990 and completed the ZNN-1 well as
an oil producing well. In April 1991, a second oil producing well, Zinnia 2 (“ZNN-2D”), was drilled from the
same surface location in an up-dip bottom hole location position to improve the structural control of the
northeast area of the trap. This well tested both oil and gas.
ZNN-1 was shut-in in July 1993 and then converted to a water disposal well. The ZNN-2D well was
completed with 2-⅞ inch tubing and had been producing with the assistance of an electric submersible
pump. It was shut in in 2008 due to a pump failure and never resumed production as the combination of
high operating costs and low productivity for the well made it uneconomic.
Infrastructure, Transportation and Marketing
Associated gas production from the Sabria Concession and Chouech Es Saida Concession is sold into
the domestic market. The price is indexed at 75% of the high sulphur fuel oil price for Zinnia gas (when
producing) and at 77% of the low sulphur fuel oil price for Sabria gas. The price for the Chouech Es
Saida Concession is 65% of the low sulphur fuel oil price.
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In 2013, Winstar Tunisia delivered a surplus refurbished compressor to STEG at its El Borma facilities.
The intent was to improve on STEG’s receipt capacity and up time percentage, thereby increasing
Serinus gas sales. Start-up has been delayed due to scarcity of parts and instrumentation, and
availability of technicians from the manufacturer to complete the installation.
In the longer term, OMV with its joint venture partner ETAP have undertaken construction of a new gas
pipeline that will run from the southern end of the country to a gas plant to be built near the town of Gabes
in southeast Tunisia (the “Nawara Gas Pipeline Project”), and have a capacity of 350 MMcf/d. From
Gabes, the gas will be connected to existing sales lines including the TransMed Pipeline to Italy. While
being built primarily for OMV’s Nawara gas/condensate discovery, the line capacity appears to be
sufficient that other operators in the southern end of Tunisia will be able to nominate in for space. OMV’s
last disclosed estimate for start up is late 2019.
Oil production from the Sabria Concession is trucked to a third-party facility and then pipelined to a
storage terminal. Oil production from Chouech Es Saida and Ech Chouech is pipelined to a third-party
facility and then to a storage terminal, and except for 20% of the Sabria oil production which is sold into
the local market at an approximate 10% discount to the price obtained on other crude sales, the oil is
loaded from the terminal onto tankers arranged by third parties. Before Q2, 2016, the oil was lifted by
various third parties and sold on the world market every one to three months, depending on production
levels and tanker availability. The oil tanker price was based on the average price for the three days after
loading and was directly tied to the price quoted for Zarzaitine crude. In Q2 2016, Serinus, through its
Tunisian subsidiary, entered into a marketing agreement with Shell for the sale of its Tunisian oil
production available for international sales. The term of the agreement is for 5 years and the pricing
mechanism is competitive with realized prices that Tunisia has received from other purchasers of its
Tunisian crude oil. This benefits the Company by getting regular crude oil liftings from a large and highly
reputable purchaser.
Romania
The Company acquired its interest in the Satu Mare Concession in June 2013 as part of the Winstar
Acquisition.
KMG International N.V. (”KMG”), formerly known as The Rompetrol Group N.V. and NAMR entered into
the SMCA in September 2003 which granted KMG the right to explore for hydrocarbons within the
perimeter of the EIV 5-Satu Mare block. The SMCA entered into force upon its publication in the
Romanian Gazette in September 2004 and continues for a term of 30 years from that date, ending
September 2034. The Satu Mare Concession would terminate automatically if the Satu Mare Concession
holders did not make a commercial discovery before the end of the second exploration phase. KMG
subsequently transferred the SMCA into its wholly owned subsidiary OEBS.
In April 2008, Winstar Romania executed a joint venture transaction with OEBS whereby, by fulfilling
certain conditions, Winstar Romania could earn up to a 60% interest in the Satu Mare Concession. In
March 2009, after receiving approval from NAMR, OEBS assigned an initial 25% participating interest in
the Satu Mare Concession to Winstar Romania. In Q3 2013, after Winstar Romania had satisfied the
conditions precedent to the second transfer and NAMR had granted its approval of such transfer, OEBS
assigned a subsequent 35% participating interest in the Satu Mare Concession to Winstar Romania.
Winstar Romania and OEBS currently hold 60% and 40% participating interests in the Satu Mare
Concession, respectively.
In July 2013, NAMR granted its approval of the successful completion of the Phase 1 exploration
obligations under the SMCA. Winstar Romania satisfied 100% of the official Phase 1 work program,
which consisted of the re-processing of approximately 1,075 kilometres of existing 2D seismic, acquisition
of 80 km2 of 3D seismic, and the drilling of two exploration wells, Madaras 109 and Moftinu 1000.
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Winstar Romania, encouraged by the success of Phase 1, elected to enter the second stage of
exploration in November 2012 (thereby placing the Satu Mare Concession holders in both Phase 1 and
Phase 2 of exploration for a time). In fall 2012 the Satu Mare Concession stakeholders were successful
in obtaining an extension of the end of the Phase 2 exploration period from September 2013 to May 2015
and agreed to certain amendments to the stage 2 work commitments. The amended minimum work
obligations for Phase 2 were: (i) analysis of data acquired during stage 1, integrated reinterpretation of
the geological and geophysical data and drillings, and a seismic 3D project; (ii) acquisition of 180 square
kilometres of 3D seismic, processing and integrated reinterpretation of data, and the drilling of two
exploration wells. Pursuant to the terms of the SMFA, the Company was responsible for 100% of the
costs of satisfying the Phase 2 minimum work commitments. The seismic acquisition was completed in
October 2014 and processing and interpretation were performed during the balance of 2014 and 2015.
The two wells were drilled during November and December 2014. Completion and testing operations
were conducted from late February 2015 to April 2015.
The Moftinu-1001 and 1002bis wells, together with the 180 km2 3D seismic survey shot in the Santau
area during 2014, fulfilled all of the Phase 2 work commitments. This gave Winstar Romania the right to
exclusive negotiations with NAMR with respect to an extension of the Satu Mare Concession with a third
exploration period and work commitments. The work obligations pursuant to the Phase 3 extension,
approved on October 28, 2016, include the drilling of two wells, and, at the Company’s option, either the
acquisition of 120 km 2 of new 3D seismic data or drill a third well. The two firm wells must be drilled to
minimum depths of 1,000 and 1,600 metres respectively, and if so elected, the third well to a depth of
2,000 metres. The term of the Phase 3 extension is for three years, expiring on October 28, 2019.
Satu Mare
The Satu Mare Concession is a large block covering 729,000 gross acres in northwest Romania,
bordering both Hungary and Ukraine. The basic fiscal terms of the SMCA are summarized in the table
below:
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Exploration / Development Activity
Winstar Romania conducted the 180 km2 3D seismic acquisition over the Santau area during September
and October 2014.
The Moftinu-1001 well was spud in early November 2014, and reached its total depth of 1,463 metres on
November 28, 2014. Logs indicated three Pliocene/Miocene aged zones with aggregate potential net pay
of 17 metres at depths ranging from approximately 730 to 900 metres. These sands show excellent
porosity, ranging between 24% and 36%. The well also encountered three additional zones at depths
between 500 and 600 metres with aggregate sand thickness of 23 metres. The Pliocene/Miocene sands
were tested in April 2015 at maximum rate of 7.4 MMcf/d and 19 bbl/d of condensate at a flowing
wellhead pressure of 813 psi.
The Moftinu-1002bis well was drilled during December 2014 and reached a total depth of 2,083 metres,
open hole wireline logs, mud logs and/or drill cuttings indicate seven Cenozoic aged sandstones with an
aggregate of 90.5 metres of hydrocarbon bearing rock, and 22 metres of potential net pay. Only a limited
electric log suite was obtainable over three of the lower zones due to several well stabilization issues
which resulted in hole collapse and washout. Four Miocene aged sands were tested in April 2015. The
well averaged approximately 2.8 MMcf/d for 30 minutes, then declined to 245 Mcf/d over the following two
hours. Overall data quality was poor, but the test did confirm the existence of movable hydrocarbons.
In November 2017, the Company re-entered, worked-over and tested the Moftinu-1000 well in operations
preceding the Moftinu-1001 incident. The workover consisted of a cement squeeze and re-perforation of
the producing zones. The Moftinu-1000 well flow test in 2013 was 1.24 MMcf/d and the Company had
reason to believe that the existing perforations were of poor quality and restricted the wells production
capability. The workover resulted in a new test flow rate of 1.96 MMcf/d, a 57% increase over the 2013
test flowrate.
The Company then proceeded to re-enter the Moftinu-1001 well in December 2017, to test and prepare
the well for production when the well control incident occurred. As mentioned, the well was brought back
under control on January 7, 2018. The well was subsequently cemented and abandoned. The Company
is proceeding to drill the replacement well Moftinu-1007.
Infrastructure, Transportation and Marketing
Serinus is constructing a 15 MMcf/d gas plant and tie in the production from the Moftinu 1007 and Moftinu
1000 wells to the Transgaz pipeline by late Q2 2018. The gas will be sold to Transgaz S.A, the
Romanian national gas distribution and marketing company. Transgaz has transmission lines running
through Satu Mare and the Company has been in contact with them with respect to operating and
construction parameters.
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Material Agreements
(a) Satu Mare Concession Agreement
The SMCA was originally executed between KMG (as the contractor) and NAMR in 2003. Winstar
Romania became a party to the SMCA in 2008, as a condition precedent to the SMFA was that the
Romanian government approve the assignment of the interest in the SMCA to Winstar Romania under
the terms of the SMFA. The SMCA provides the contractor(s) the right to explore for and produce
hydrocarbons from the Satu Mare Concession, subject to the contractor(s) fulfilling certain work
commitments in two phases:
Phase 1:

Reprocessing existing seismic data, acquiring new seismic data, and drilling one
exploration well

Phase 2:

New seismic acquisition and drilling two exploration wells.

All of the Phase 1 and Phase 2 requirements have been met, and Serinus has negotiated a Phase 3
exploration period with NAMR, which has a 3 year term effective October 28, 2016 and work
commitments of two wells, plus at the Company’s option, either 120 km2 of 3D seismic or a third well.
In the event of a commercial discovery, the SMCA provides that Winstar Romania can apply for and
negotiate a production licence for each such discovery, providing that the overall concession is in good
standing.
(b) Satu Mare Farm Out Agreement
In April 2008, Winstar Romania executed the SMFA with OEBS, the key terms of which are summarized
below:
•

Winstar Romania would become operator and fully fund and perform all requirements of the
Phase 1 exploration period under the SMCA. By completing these requirements, Winstar
Romania would earn a 60% working interest in the entire Satu Mare Concession.

•

Winstar Romania would have the option to continue to the Phase 2 exploration period, and fully
fund and perform all the associated work requirements. Upon satisfying that commitment, the
entire Satu Mare concession area would be retained with Winstar Romania owning 60% and
OEBS the remaining 40%. If Winstar Romania elected not to continue on to Phase 2, it would
retain its 60% interest in any discoveries made in Phase 1, and the balance of the lands would be
relinquished.

Winstar Romania successfully completed the Phase 1 and Phase 2 work commitments and applied for a
Phase 3 exploration period, which was granted on October 28, 2016 and which expires three years later
on October 28, 2019. OEBS, the holder of the remaining 40% interest has acknowledged that they are
unable to participate in future phases under the concession. However, they are currently in a tax dispute
with the government of Romania the results of which are a protective seizure of the partner’s interest in
Romania. Under the conditions of this protective seizure by the Romanian fiscal authorities, the holder of
the remaining 40% of the interest in the Satu Mare Concession is restricted from transferring this interest
unless authorised by the Romanian fiscal authorities. In February 2017, the Company provided notice to
OEBS that they are in default due to unpaid cash calls. Under the JOA, OEBS is obligated to take all
measures necessary to conclude the transfer of the OEBS interest to the Company. OEBS has not yet
fulfilled this obligation.
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Other Assets
Winstar formerly owned a working interest in a minor property at Sturgeon Lake in the Province of
Alberta, Canada. The mineral rights expired in 2013, but the Company still owns surface access rights,
and minor facilities. It also has a C$1.4 million bond posted with the Alberta government against
abandonment liabilities. In 2017, Serinus completed no abandonment operations. As abandonments are
completed, the bond is released by the Alberta government.
Ukraine
The Company sold its 70% of the shares in KUBGAS Holdings to Resano in February 2016 for
$32.8 million including inter-company balances and working capital adjustments. That 70% share of
KUBGAS Holdings comprised all of Serinus’ interest in the Ukraine Assets, consequently, the Company
no longer has any interests or assets in Ukraine.
Production
The Company’s average WI production (before royalties) from continuing operations in 2017 was
376 boe/d.
The table below shows the Company’s working interest production and realized sales price(s) from
continuing operations for 2017 compared to 2016.
Years ended Dec 31,
2017

2016

Average Daily Production
Crude Oil (bbl/d)

279

853

Natural gas (Mcf/d)

581

1,628

Total boe/d

376

1,124

Crude Oil($/bbl)

$51.48

Natural gas ($/mcf)

6.25

Average price ($/boe)

$47.88

$42.10
4.71
$38.75

Specialized Skill and Knowledge
The Company’s management team has expertise in all professional disciplines needed to successfully
develop and manage its diversified international portfolio of oil and gas assets. The management team’s
specialized skills and knowledge include:
• a proven track record of delivering value in the upstream oil and gas business, including sourcing
and executing discovery and development of oil and gas production and arranging appropriate
financing to fund the necessary capital commitments;
• experience in the Americas, Europe, Southeast Asia and Africa and extensive global contacts in
the oil and gas business, which can be utilized to exploit existing assets and develop new
opportunities for growth effectively;
• strong deal-making capability leading to effective transaction execution from initial scoping of deal
through to due diligence and finalization of contracts; and
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• highly effective evaluation of opportunities, ensuring the optimisation and acceleration of
development and production plans and an efficient use of personnel and financial and technical
resources.
The management of Serinus believes that the experience of its management team, combined with its
effective evaluation of opportunities, its deal-making capability, its strong focus on efficient capital
allocation and the quality of its technical team will continue to be key factors in achieving its strategic
objectives.
Competitive Conditions
Companies operating in the petroleum industry must manage risks which are beyond the direct control of
company personnel.
Among these risks are those associated with exploration, transportation
infrastructure (including access), environmental damage, fluctuating commodity prices, foreign exchange
rates and interest rates, changes in law and its application and adjudication, changes in political regimes,
and geopolitical issues.
The Company will, from time to time, compete for reserve acquisitions, exploration leases, licences and
concessions and skilled industry personnel with a substantial number of other oil and gas companies,
many of which have significantly greater financial resources than the Company. The Company’s
competitors include major integrated oil and natural gas companies, state owned oil and natural gas
companies, numerous independent oil and natural gas companies and trusts, and individual producers
and operators.
The Company believes that the following factors contribute to its chances of success and revenue
maximization in the future:
Diversified Asset Base
The Company’s management believes that its diversified asset base, will maximize the future revenues of
the Company and help mitigate the risks inherent in oil and gas exploration and development. It achieves
further risk mitigation by having assets in multiple countries, reducing its dependence on any single
jurisdiction development potential.
At year-end 2017, The Company’s production was entirely from Tunisia. All of the Company’s production
will be from Tunisia until such time as the Moftinu gas discovery in Romania is brought on stream in late
Q2 2018.
The Tunisia Assets and Romanian Assets have inventories of exploration, appraisal and development
prospects, giving the Company the flexibility of directing capital investment to the venue(s) that offer the
best returns at any given time.
High Quality Deal Flow
The management of the Company’s are able to access new exploration and production opportunities by
utilising their extensive personal contacts in the industry. In addition, the extensive business networks of
KI in emerging markets and in Central and Eastern Europe are another likely source of new investment
opportunities for the Company.
The Company’s management believes that the deal flow available to it and its directors through Canada,
London and in Europe will lead to continued access to attractive investment opportunities.
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Flexible Financing Structure
The Company’s management seeks to ensure an optimal mix of financing to fund the Company’s
operations, particularly its capital commitment obligations. The Company’s principal sources of funding
have been, and will likely continue to be, equity and debt. The Company may also consider alternate
sources of funding such as farm out arrangements. As at December 31, 2017, the Company had total
borrowings of $25.4 million, all of which was with the EBRD pursuant to the EBRD Tunisia Facility.
Leverage Expertise
The Company will continue to utilize the technical expertise of its experienced team in implementing
production optimisation and acceleration based on the best available and cost-effective technology.
Portfolio Diversification
The Company will continue to evaluate international oil and gas opportunities and focus on maintaining a
well-balanced portfolio of exploration and development projects.
Management believes that the foregoing competitive strengths will enable the Company to take
advantage of future opportunities and achieve its strategic objectives. The information presented above
with respect to the competitive strengths of the Company is presented by the management of the
Company, and there are no third-party reports or other sources that constitute the basis for statements
made by the Company regarding its competitive position.
Cycles
Prices for crude oil and natural gas are subject to periods of volatility. Prolonged increases or decreases
in the price of oil and gas could significantly impact the Company. There is a strong relationship between
energy commodity prices and access to both equipment and personnel. High commodity prices also
affect the cost structure of services which may impact the Company’s ability to accomplish drilling,
completion and equipping goals. In addition, weather patterns are unpredictable and can cause delays in
implementing and completing field projects.
The oil and gas business is cyclical by nature, due in part to the volatility of oil and gas commodity pricing
as described above. Additionally, seasonal interruptions in drilling and construction operations can occur
but are expected and accounted for in the budgeting and forecasting process. In Romania, cold
temperatures, heavy snows or extremely muddy conditions may cause delays to planned activities. In
Tunisia, sandstorms and both high and low temperatures can make operations more difficult and costly.
Employees
Office
Calgary
Warsaw
Tunisia
Romania

Number of Employees as at
December 31, 2017
12
1
74
3

Foreign Operations
Since the disposition of the Ukraine assets in February 2016, the Company has been dependent on its
cash flow generated from its assets in Tunisia as being the sole source of internally generated cash flow.
With the proceeds of the Offering the Company intends to fund its Moftinu Gas Development Project in
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Romania which will assist with diversifying cash flow. It is anticipated that the first production in Moftinu
will be late Q2 2018.
Corporate Reorganizations
The Company is currently pursuing a corporate reorganization, which, subject to final authorization from
the Board of Directors, is proposed to consist of the following steps:
1. On January 1, 2018, the Company amalgamated with its wholly owned subsidiary, Winstar, and
continued as one company under section 184(1) of the ABCA;
2. In March or April of 2018, the Company intends to incorporate a new, wholly owned subsidiary
pursuant to the provisions of the ABCA (“NewCo”) and convey all of its right, title and interest in
the Serinus Canadian employees and Canadian office lease to NewCo;
3. In March or April 2018, the Company intends to apply for regulatory approval to continue Serinus
from the laws of the province of Alberta to the laws of Jersey, Channel Islands (the
“Continuance”). On the effective date of the Continuance, the Corporation will change its name
to Serinus Energy Plc;
4. Shortly after the Continuance, Serinus Energy Plc intends to compete a ‘fast track’ application to
have its shares listed on the Alternative Investment Market (“AIM”) of the London Stock
Exchange; and
5. Upon completion of the listing on the AIM, Serinus Energy Plc intends to apply to have its shares
voluntarily delisted from the TSX.
RISK FACTORS
Management of the Company believes that the risks described below are the material risks
relating to the market environment of the Company and the operations of Company as at the date
of this AIF, although the information below does not purport to be an exhaustive list or summary
of all of the risks that the Company may encounter. Additional risks and uncertainties not known
to the Company as of the date of this AIF, or that the Company deems to be immaterial as at the
date of this AIF, may also have an adverse effect on its business. The headings “Risks Relating to
the Operations of the Company”, “Risks Relating to the Company’s Market Environment”, and
“Risks Relating to the Ownership of Common Shares” used in the following presentation of risk
factors is for the convenience of the reader only.
Risks Relating to the Operations of the Company
Exploration, Development and Production Risks
The Company is in the oil and natural gas business. The oil and natural gas business involves many
risks that even a combination of experience, knowledge and careful evaluation may not be able to
overcome. The long-term commercial success of the Company, meaning the capability to generate
positive net revenues on a sustainable basis, will depend on its ability to find, acquire, develop and
commercially produce oil and natural gas reserves.
In particular, the future value of the Company is dependent on the success of the Company’s activities
which are principally directed toward the further exploration, appraisal and development of its assets in
Tunisia and Romania.
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In Tunisia, oil and gas is regulated by ETAP, the national oil company. ETAP is also a 55% working
interest owner in the Sabria Concession, and has a right to back in for a 50% interest in the Chouech Es
Saida Concession once cumulative production from that block reaches 6.5 MMbbl, which may create a
conflict of interest due to the dual role of regulator and working interest partner. The Company’s specific
rights and obligations are defined under the terms of the Tunisia Concession Agreements. There are no
work commitments or spending obligations required for the maintenance of the concessions.
As of the date of this AIF, proved or probable reserves have been assigned in connection with the
Company’s assets in Romania where they were previously defined as contingent resources. The
Company presently has the right in Romania to explore for and, upon fulfillment of certain conditions,
produce oil and natural gas that may be discovered.
The Company’s rights and obligations in Romania are governed by the SMCA, the joint operating
agreement between the Company and OEBS and the SMFA. The Phase 2 exploration period of the
SMCA has been completed. OEBS, the holder of the remaining 40% interest has acknowledged that they
are unable to participate in future phases under the concession. However, they are currently in a tax
dispute with the government of Romania the results of which are a protective seizure of the partner’s
interest in Romania. Under the conditions of this protective seizure by the Romanian fiscal authorities,
the holder of the remaining 40% of the interest in the Satu Mare Concession is restricted from transferring
this interest unless authorised by the Romanian fiscal authorities. In February 2017, the Company
provided notice to OEBS that they are in default due to unpaid cash calls. Under the JOA, OEBS is
obligated to take all measures necessary to conclude the transfer of the OEBS interest to the Company.
OEBS has not yet fulfilled this obligation. See “Principal Oil and Gas Assets – Romania”.
Exploration, appraisal, development and production of oil and natural gas reserves are speculative and
involve a significant degree of risk. The long-term commercial success of the Company will depend on its
ability to find, acquire, develop and commercially produce oil and natural gas reserves through its assets
in Tunisia and Romania and other countries in which it may acquire assets.
The Company will need continually to locate and develop or acquire new reserves to replace its existing
reserves that are being depleted by production. Future increases in the Company’s reserves will depend
not only on its ability to explore and develop its existing assets in Tunisia and Romania, but also on its
ability to select and acquire new assets. There are many reasons why the Company may not be able to
find or acquire oil and gas reserves or develop them for commercially viable production. For example, the
Company may be unable to negotiate commercially reasonable terms for the acquisition, exploration,
development or production of assets. Factors such as adverse weather conditions, natural disasters,
equipment or services shortages, procurement delays or difficulties arising from the political,
environmental and other conditions in the areas where the reserves are located or through which the
Company’s products are transported may increase costs and make it uneconomical to develop potential
reserves. Without successful further development, exploration and acquisition activities, the Company’s
reserves, production and revenues will not increase and any existing reserves of the Company will
decline over time as the reserves are depleted as a result of production activities. There is no assurance
that the Company will discover, acquire or develop further commercial quantities of oil and gas.
Future oil and natural gas exploration may involve unprofitable efforts, not only from unsuccessful wells,
but from wells that are productive but do not produce sufficient revenues to return a profit after deduction
of expenditures, including the cost of drilling and operating expenses. Completion of a well does not
assure a profit on the investment or recovery of drilling, completion and operating costs. In addition,
drilling hazards or environmental damage may greatly increase the cost of operations, and field operating
conditions may adversely affect the production from productive wells. These conditions include delays in
obtaining governmental approvals or consent, restrictions on production from particular wells resulting
from extreme weather conditions, insufficient storage or transportation capacity, or other geological and
mechanical conditions.
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The Company’s assets in Tunisia include gas and condensate producing properties. These production
operations are subject to all the risks typically associated with such gas, oil and condensate operations,
including encountering unexpected formations or pressures, premature decline of reservoirs and the
invasion of water into producing formations. While diligent well supervision and effective maintenance
operations can contribute to maximizing production rates over time, production delays and declines from
normal field operating conditions cannot be eliminated and can be expected to adversely affect revenue
and cash flow levels to varying degrees. Furthermore, the Company may be required to slow or halt
production at one or more of its gas producing properties due to capacity limitations in transportation or
storage facilities which may also adversely affect revenue and cash flow levels. Losses resulting from the
occurrence of any of these risks could have a material adverse effect on future results of operations,
liquidity and financial condition, which, in turn, could have a material adverse effect on the trading price of
the Common Shares.
Work Stoppages or Labour Disputes
The Company’s contractors or service providers may be limited in their flexibility in dealing with their staff
due to the presence of trade unions among their staff. If there is a material disagreement between
contractors or service providers and their staff belonging to trade unions, the Company’s operations could
suffer an interruption or shutdown that could have a material adverse effect on its business, results of
operations or financial condition.
In the second quarter of 2012, Winstar Tunisia was exposed to three strikes for a total of 11 days,
resulting in the shut-in of the producing facilities at the Chouech Es Saida, Ech Chouech and Sanrhar
Concessions. These actions, led by the local trade union were not isolated to Winstar but have affected
all the social and economic sectors in Tunisia. The strikes essentially related to contract and trainee
personnel demanding full time employee status with Winstar Tunisia. Winstar Tunisia negotiated an
agreement with its regional staff and related unions, but faced further labour disputes and production
disruptions in the first quarter of 2013, during which production was suspended for a total of 26 days.
Production at the Sabria Field was interrupted for two months starting in late May 2015 by protests
directed against the government. In early 2017 the Company has been exposed to two strikes resulting
in the shut-in of the production facilities at the Chouech-Es-Saida field the latest one on February 28,
2017, for which the concession remains shut-in as of the date of this AIF. See also “Risk Factors – Risks
Relating to the Operations of the Company - Political and Geopolitical Instability in Tunisia”.
The failure to pay full salaries on a regular basis and the failure of salaries and benefits generally to keep
pace with the rapidly increasing cost of living have led in the past, and could lead in the future, to labour
and social unrest. Labour and social unrest may have political, social and economic consequences, such
as increased support for a renewal of centralized authority, increased nationalism including calls for
restrictions on foreign ownership of local businesses, and violence. Any of these events could restrict its
operations and lead to the loss of revenue, thereby materially adversely affecting its ability to conduct its
business effectively.
Dry Well Risk
Many of the areas being explored by the Company have a number of prospects for the discovery of oil
and gas. Should the Company undertake drilling in a particular geographic area but discover no
commercial volumes of oil and gas (a “Dry Well”), this may lead to a downgrading of the potential value
of the licence, concession or PSC concerned and perhaps to other licences concessions or PSCs within
the same geological basin, and the Company may conclude that the other prospects within that
geographic area would as a result be less likely to yield exploration success, potentially decreasing the
value of the Company’s assets. If this is the case, once the minimum work obligations under the relevant
licence, concession or PSC have been satisfied, the Company may relinquish its interests in that licence,
concession or PSC, in which case it would have no further exploration rights, even though it may have
identified a number of additional prospects.
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The drilling of Dry Wells may also have a negative impact on the price of the Company’s common shares
making additional funding to pay for other exploration activities of the Company either unavailable or only
available on unfavourable terms. Drilling a Dry Well may also mean that the Company is not able to
recover the costs incurred in drilling that well or able to make a return on its investment resulting in a
write-off of exploration expenditures. Any of these circumstances may have a material adverse effect on
the business, prospects, financial position and results of operations of the Company.
Liquidity Risk
Liquidity risk is the risk that Serinus will not be able to pay its financial obligations when due. The
Company’s property in Romania does not have any established production and no revenue has been
derived therefrom as of the date of this AIF. The Company has a consolidated working capital deficit of
$6.3 million as at December 31, 2017 (December 31, 2016 - $38.2 million), which includes cash and cash
equivalents in the amount of $7.3 million (December 31, 2016 - $4.3 million). In February 2017, the
Company completed an equity raise of C$25.2million which will allow the Company to undertake the
Moftinu development project which includes the construction of a 15 MMcf/d gas plant to tie in the existing
two wells, with the Moftinu-1001 well now to be replaced by the Moftinu-1007 well.
The Company has recently funded its capital expenditures, including exploration and development
activities, primarily through equity and debt. The Company’s business requires capital expenditures for
the foreseeable future with respect to the acquisition, exploration, development and production of oil and
natural gas reserves now and in the future. The Company may require additional financing in order to
carry out its oil and gas acquisition, exploration and development activities and intends to fund these
planned capital expenditures from farm-out agreements, from operating cash flow and, in the longer term,
from new debt and/or equity. There can be no assurance that, in the longer term, the Company will
sustain profitability or positive cash flow from its operating activities.
There can also be no assurance that new debt or equity financing will be available or sufficient in
amounts to meet the Company’s longer-term capital expenditure requirements or, if debt or equity
financing is available, that it will be on commercial terms that may be acceptable to the Company. The
Company’s ability to arrange future financing, and the cost of financing generally, depends on many
factors, including, economic and capital markets conditions generally, investor confidence in the oil and
gas industry in general and in particular in the countries in which the Company operates, the business
performance of the Company and regulatory and political developments. In addition, the level of the
Company’s indebtedness from time to time could impair the ability of the Company to obtain additional
financing in the future and may subject the Company to more restrictive financial covenants.
If additional funds are raised by issuing Common Shares or securities which are convertible or
exchangeable for Common Shares, then existing holders of Common Shares may be diluted. Whilst the
Company’s largest shareholder, KI, has historically provided various sources of finance to the Company,
including through the acquisition of convertible debt (subsequently converted into Common Shares), the
subscription for Common Shares and the provision of loans, KI is under no obligation to provide any
further financing and there can therefore be no guarantee that KI will provide any financing in the future.
Should KI provide further financing in the form of equity or instruments convertible or exchangeable for
equity, this would result in KI increasing its shareholding in the Company. Also, if the Convertible Loan of
the EBRD Tunisia Facility is converted into common shares, the existing holders of Common Shares will
be diluted.
The failure by the Company to farm-out its interest in an asset may result in the Company retaining a
greater exploration and development (and therefore financial) risk in that asset that it would otherwise
have had, and may prevent the Company from pursuing other exploration and development opportunities.
Whilst the Company and senior management of the Company are experienced in the farming-out of
interests, there can be no assurances that the Company will be successful in farming-out interests in the
future.
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Expenditures will be incurred to satisfy contractual obligations arising from work commitments specified in
the SMCA, and additional funding may be required to pay for further capital expenditures on these oil and
gas assets. Actual expenditures may exceed those that are planned and may require further capital to be
contributed by the Company. The Company’s business is inherently risky, and the outcome of future
exploration and development activities cannot be determined at this stage. If exploratory drilling activities
in Romania are successful and oil or natural gas is discovered, additional expenditures will be required to
further define the extent and quality of the newly discovered reserves, and to develop and produce these
reserves. The nature and type of work that will be required, and therefore the amount of future
expenditure required to conduct this work, are very dependent on such factors as the size and
characteristics of the newly discovered reserves. These factors are impossible to predict prior to the
exploratory drilling being completed. Further, if exploratory drilling results in a discovery that the
Company believes to be commercial, then equipment and production facilities will be required to
commence production, and to transport the oil or gas to a purchaser. Again, there are many factors that
will affect the type and location of production facilities required, and these cannot be predicted in advance
of a discovery. Conversely, the drilling of an unsuccessful well may result in the Company deciding that
no further work should be performed in a particular area, and that planned spending should be reallocated to a different project. The Company’s business planning therefore allocates funds to planned
spending for each of its assets, but recognizes that such allocations may change as further information is
acquired as a result of the outcome of ongoing drilling activities.
Failure to access sufficient additional capital or realize sufficient funds through the deferral of planned
expenditures and/or from asset sales in order to fund its operations and planned capital expenditures on
a timely basis or at all could have a material adverse effect on the Company’s financial condition, results
of operations or potential for future asset growth, cause the Company to delay the exploration, appraisal
and development of assets that may otherwise be capable of producing revenue, forfeit its interest in
properties, miss acquisition opportunities, become over-exposed to certain assets, and reduce or cease
its operations.
Health, Safety and Environmental Risks
Developing oil and gas resources and reserves into commercial production involves a high degree of risk.
The Company’s drilling, exploration, production and related operations are subject to all the risks common
in its industry. These hazards and risks include encountering unusual or unexpected rock formations or
geological pressures, geological uncertainties, seismic shifts, blowouts, oil spills, uncontrollable flows of
oil, natural gas or well fluids, explosions, fires, improper installation or operation of equipment and
equipment damage or failure.
If any of these events were to occur, they could result in environmental damage, injury to persons and
loss of life and a failure to produce oil or gas in commercial quantities. They could also result in
significant delays to drilling programs, a partial or total shutdown of operations, significant damage to the
Company’s equipment and equipment owned by third parties and personal injury or wrongful death claims
being brought against the Company. These events can also put at risk some or all of the Company’s
licences, concessions or production sharing contracts which enable it to explore, and could result in the
Company incurring significant civil liability claims, significant fines or penalties as well as criminal
sanctions potentially being enforced against the Company and/or its officers. The Company may also be
required to curtail or cancel any operations on the occurrence of such events.
While the Company maintains insurance coverage that addresses many of these risks, the occurrence of
any of the events described above could materially and adversely affect the Company’s business,
prospects, financial condition and results of operations.
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Political, Social and Economic Risk
The Company’s current exploration and development activities are located in Tunisia and Romania. As a
result, it is exposed to a wide range of political, social, economic, regulatory and tax environments that
are subject to significant and sometimes rapid change that may have a materially adverse effect on the
Company’s business, results of operations and financial condition. These countries are subject to greater
political, social, fiscal, legal and economic risks than more developed markets. Accordingly, investors
should exercise particular care in evaluating the risks involved in an investment in the Company and must
decide for themselves whether, in the light of those risks, their investment is appropriate. Generally,
investment in emerging and developing markets is suitable only for sophisticated investors who fully
appreciate the significance of the risks involved.
The Company does business in locations, particularly Tunisia, where it is exposed to a greater-thanaverage risk of adverse sovereign action, including overt or effective expropriation or nationalization of
property, including in countries where the government has previously expropriated assets of other
companies held within the jurisdiction or where members of the government have publicly proposed that
such action be taken. Oil and gas are considered strategic resources for particular countries.
Governments in these countries may decide not to recognize previous arrangements if they regard them
as no longer being in the national interest. Governments may also implement export controls on
commodities regarded by them as strategic (such as oil or gas) or place restrictions on foreign ownership
or operation of strategic assets. Expropriation of assets, renegotiation or nullification of existing
agreements, leases or permits by the governments of counties in which the Company operates,
particularly in Tunisia, could all have a material adverse effect on the Company’s business, results of
operations and financial condition.
The consequences of risks related to political and social instability, among other things, include:
•

the risks of war, actions by terrorist or insurgent groups, community disturbances,
guerrilla activities, military repression, civil disorder and crime;

•

high levels of governmental and business corruption and other criminal activity;

•

workforce instability;

•

change in government policy or regulations;

•

death or incapacitation of political leaders or change in the ruling party;

•

unenforceability of contractual rights;

•

import and export restrictions;

•

freezing of funds and economic resources; and

•

adverse changes to laws (whether of general application or otherwise) or the
interpretation thereof.
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The economies of Tunisia and Romania may not compare favorably with those of more developed
countries with respect to such issues as growth of gross national product, reinvestment of capital,
inflation, resources and balance of payment position. These economies may rely heavily on particular
industries, such as the exploration and production of oil and gas, or foreign capital and may be more
vulnerable to diplomatic developments, the imposition of economic sanctions against a particular country
or countries, changes in international trading patterns, trade barriers and other protectionist or retaliatory
measures. Any of these actions could severely affect realized commodity prices, impair the ability of the
Company to transfer the assets or income of the Company, or otherwise adversely affect the operations
of the Company. The Company may also be affected by economic and fiscal instability related to the
countries in which it operates. Economic and financial unreliability may expose the Company to the
following risks:
•

economic or other sanctions imposed by other countries or international bodies;

•

changing taxation policies, rulings or interpretations (including new or increased taxes or
royalty rates or implementation of a windfall tax);

•

extreme fluctuations in currency exchange rates or high inflation;

•

foreign exchange restrictions or currency controls;

•

prohibition or substantial restrictions on foreign investment in capital markets or in certain
industries;

•

local currency devaluation; and

•

governmental regulations that favour or require the awarding of contracts to local
contractors or require foreign contractors to employ citizens of, or purchase supplies
from, a particular jurisdiction.

The Company plans its exploration and development activities and commitments based on an
assessment of the regulatory environment in a particular country at the time the activities are planned.
Subsequent changes in the regulatory environment or in the manner in which regulatory requirements are
interpreted or enforced, could have a material adverse effect on the Company’s ability to conduct planned
exploration and development activities and could render such activities uneconomical.
The geopolitical, social and economic risks associated with operating in the regions and countries in
which the Company operates, if realized, could affect the Company’s ability to manage or retain interests
in its assets and could have a material adverse impact on the profitability, ability to finance or, in extreme
cases, viability of one or more of its assets. Some of these risks are discussed in greater detail
elsewhere in this AIF. Although the Company’s assets are geographically diversified across two
countries, only its operations in Tunisia are currently producing oil and gas and generating revenues.
Accordingly, any of these or similar factors could have a material adverse effect on the Company’s
business, results of operations or financial condition, particularly if they significantly impair or impede its
ability to produce oil and gas in Tunisia.
Political and Geopolitical Instability in Tunisia
During 2011, Tunisia experienced a period of political unrest and demonstrations that led to the departure
of the former president after 23 years of power. This led to the election of a constituent assembly, which
was charged with the responsibility of drafting a new constitution and the appointment of a new
government, which was intended to govern until a new constitution was ratified and further democratic
elections can be held. The interim period was marked by political infighting, instability and assassinations.
The new constitution was approved by the Tunisian National Assembly on January 27, 2014.
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Parliamentary elections were held on October 26, 2014 and resulted in the secular party, Nidaa Tounes
winning a plurality of 89 seats. The Islamist Ennahda Party came in second with 69 seats. The change
of government was accomplished peacefully. On November 23, 2014, the country held a presidential
election. The first ballot did not produce a winner, necessitating a run-off on December 21, 2014 after
which Beji Caid Essebsi, the Nidaa Tounes candidate, was elected as president.
Although Tunisia has come through the ‘Arab Spring’ better than many other Middle Eastern countries,
political unrest continues and it is not possible to determine if and when it may abate.
It is impossible to predict how these forces will play out. While the May 2015 protests that shut in the
Sabria Field had the largest direct impact on the Company, increased security, states of emergency and
strikes have had indirect effects by preventing either the movement of oil to its sale point, or operating
staff and equipment (including contractors) to travel to work locations. Future curtailments or shut downs
of operations are possible consequences of continuing unrest. Management has, and will continue to
work with the National Guard to best ensure the safety and security of the personnel, fields and facilities.
In 2017, the Company experienced work stoppages resulting in the shut-in of the Chouech Es Saida field
and social protests that shut-in production at the Sabria field from May 22, 2017 to September 6, 2017.
There is a risk that protests could happen again, resulting in the shut-in of the Sabria field.
Strategic Partners and Joint Ventures
The Company has and will in the future, benefit from partnerships or joint ventures with local and
international companies through which exploration, development and operating activities for particular
assets are conducted. Benefits include the ability to source and secure new opportunities, capitalizing on
the local partner’s market knowledge and relationships (in particular in countries or regions where the
Company has no or limited prior operations), mitigation of some of the financial risk inherent in the
exploration and development of oil and gas assets through farm-out and similar arrangements, and the
alignment of interests. A deterioration in relationships or disagreements with existing partners or a failure
to identify suitable partners may have an adverse impact on its existing operations or affect its ability to
grow its business.
The Company, through its indirectly wholly owned subsidiary Winstar Romania, currently holds a 60%
interest in the Satu Mare Concession. OEBS, the holder of the remaining 40% interest, has
acknowledged that they do not wish to participate in future phases under the concession. However, they
are currently in a tax dispute with the government of Romania the results of which are a protective seizure
of the partner’s interest in Romania. Under the conditions of this protective seizure by the Romanian
fiscal authorities, the holder of the remaining 40% of the interest in the Satu Mare Concession is restricted
from transferring this interest unless authorised by the Romanian fiscal authorities. In February 2017, the
Company provided notice to OEBS that they are in default due to unpaid cash calls. Under the JOA,
OEBS is obligated to take all measures necessary to conclude the transfer of the OEBS interest to the
Company. OEBS has not yet fulfilled this obligation.
Reserve and Resource Estimates
The resource and reserve data in respect of the Company’s assets set forth in the RPS Report and
elsewhere in this AIF represent RPS’s best professional judgment as to such resources and reserves.
Estimations of resources and reserves are inherently inexact and the accuracy of any estimate is a
function of the quality of available data, engineering and geological interpretation, judgment, production
projections, maintenance and development capital, and other uncertainties inherent in estimating
quantities of recoverable oil and gas. Thus, there can be no guarantee that estimates of quantities and
quality of oil and gas disclosed in the RPS Report and elsewhere in this AIF will be produced.
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The reported hydrocarbon volumes are estimates based on professional judgment and are subject to
further revision, upward or downward, because of future operations or as additional information becomes
available. The RPS Report have been prepared by RPS, a third-party engineering firm that specializes in
the estimation of oil and gas assets. The RPS Reports have been compiled by RPS using the definitions
and guidelines set out by the COGE Handbook for reserves. The COGE Handbook recognizes that
contingent resources, although discovered, are by their nature uncertain in respect of the inferred volume
range and prospective resources are speculative in respect of their inferred presence (i.e. they are
undiscovered) and uncertain in respect of their inferred volume range.
Although the Company is unable to predict whether its exploration and assessment activities will result in
newly discovered reserves, if such activities are successful, the Company may be able to begin producing
gas and oil from these reserves. If the eventual commencement of production activities does occur, the
Company’s actual production of quantities of oil and gas, revenues and development and operating
expenditures with respect to its reserves and resources estimates, may vary from such estimates. In
addition, any estimates of future net revenues contained within the RPS Report and elsewhere in this AIF
are dependent on estimates of future oil and gas prices, capital and operating costs. Variances to actual
costs may be significant. As such, these estimates are subject to variations due to changes in the
economic environment at the time and variances in future budgets and operating plans.
Compliance with Foreign Regulatory Regimes
In most countries, including Tunisia and Romania, where the Company presently carries on business, all
phases of oil and gas exploration, development and production are regulated by the respective
government either directly or through agencies or national oil companies. Areas of regulation include
exploration and production approvals and restrictions, production taxes and royalties, price controls,
export controls, expropriation and relinquishment, marketing, pricing, transportation and storage of oil and
gas, environmental protection and health and safety. Regulations applicable to the Company are derived
both from national and local laws and from the licence, production sharing or concession agreements
governing the Company’s interests. As a result, the Company may have limited control over the nature
and timing of exploration and development of oil and gas fields in which the Company has or seeks
interests. There can be no assurance that the Company will not in the future incur decommissioning
charges since local or national governments may require decommissioning to be carried out in
circumstances where there is no express obligation to do so, particularly in case of future licence
renewals.
In the countries in which the Company carries on business, including Tunisia and Romania, the state
generally retains ownership of the minerals and consequently retains control of (and in the case of the
Sabria field in Tunisia, participates in) the exploration and production of hydrocarbon reserves.
Accordingly, the Company’s operations may be materially affected by host governments through royalty
payments, export taxes and regulations, surcharges, value added taxes, production bonuses and other
charges. In addition, transfers of ownership interests typically require government approval, which may
delay or otherwise impede transfers, and the government may impose obligations on the Company to
complete minimum work within specified timeframes. In the future, the Company may extend its interests
in operations to other countries where similar circumstances may exist.
The Company may require licences or permits from various governmental authorities to carry out its
planned exploration, development and production activities. There can be no assurance that the licences
and permits held by the Company will not expire or be revoked if the Company fails to comply with the
terms of such licences or permits, or in the event of any change of relevant laws or their interpretation.
The termination of any of the Company’s contracts or licences granting rights in respect of the properties
would have a material adverse effect on the Company, including the Company’s financial condition.
There can also be no assurance that the Company will be able to obtain all necessary licences and
permits when required.
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Although the Company believes that it and its subsidiaries have good relations with the current
governments in all of the countries in which they hold assets, there can be no assurance that the actions
of present or future governments in these countries, or of governments of other countries in which the
Company may operate in the future, will not materially adversely affect the business or financial condition
of the Company, which could adversely affect the trading price of the Common Shares.
Foreign Exchange Risks and Commodity Hedging
The nature of the Company’s activities results in exposure to fluctuations in foreign currency exchange
rates. World oil and natural gas prices are quoted in US dollars and the price received by the Company
may be affected in a positive or negative manner by fluctuations in the exchange rate of the US dollar
against other currencies in which business of the Company is transacted. Variations in exchange rates
have the effect of impacting the stated value of oil and natural gas reserves and/or production revenue.
At December 31, 2017 the Company’s primary currency exposure related to Canadian dollar, Tunisia
Dinar and Romanian Leu balances. The following table summarizes the Company’s foreign currency
exchange risk for each of the currencies indicated:

Based on the net foreign exchange exposure at the end of the year, if these currencies had strengthened
or weakened by 10% compared to the U.S. dollar and all other variables were held constant, the after tax
net earnings would have decreased or increased by approximately $0.3 million (2016: $0.3 million).
Economic factors affecting the Company’s cash flow required for operations and for investments in
accordance with the Company’s consolidated statement of cash flows include fluctuations in foreign
currency exchange rates. To date, the Company has raised equity funds denominated in Canadian
dollars and Polish Zlotys, however exploration and development expenditures are incurred in United
States dollars, Romanian Leu and Euro’s, and therefore currency exchange rates have an ongoing
impact on the Company’s cash flows. Fluctuations in foreign currency exchange rates between United
States dollars, Canadian dollars, Romanian Leu and Tunisian Dinars resulted in an unrealized foreign
exchange loss of $0.01 million for the year ended December 31, 2017 (2016 - $0.4 million loss).
The Company is exposed to risks due to fluctuations in the price of oil and natural gas in Tunisia. From
time to time the Company may enter into agreements to receive fixed prices on oil and natural gas
production to offset the risk of revenue losses if commodity prices decline; however, if commodity prices
increase beyond the levels set in such agreements, the Company would not benefit from such increases.
As of the date of this AIF, the Company is not a party to any commodity hedging agreements and has not
been a party to any such agreements in the past three years.
Credit Risk
The Company’s cash and cash equivalents and restricted cash are held with major financial institutions.
Management monitors credit risk by reviewing the credit quality of the financial institutions that hold the
cash, cash equivalents and restricted cash.
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The Company’s accounts receivable consist of receivables from other joint venture partners that are
anticipated to be applied against future capital expenditures, receivables for revenue in Tunisia,
commodity taxes recoverable from the federal government of Canada and interest earned on restricted
cash deposits, for which credit risk is assessed as being low as the funds are on deposit with major
financial institutions.
Management has no formal credit policy in place however the exposure to credit risk is a monitored on an
ongoing basis individually for all significant customers.
The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the
balance sheet.
Relinquishment Obligations under Applicable Legislation and Key Agreements
Consistent with international practice, the concession and production sharing agreements to which the
Company is a party contain, and to which the Company may become a party in the future may contain,
certain relinquishment provisions upon entering into subsequent exploration phases and upon the
occurrence of certain events. Collectively, this will have the result of reducing the total area available to
be explored by the Company for oil and natural gas if not offset in some manner. Depending on the size
and location of the area, such relinquishment could have a material adverse effect on the Company’s
results of operations and prospects. The Company’s future oil and natural gas reserves and production,
and therefore its future cash flows and earnings, are affected by the ability of the Company to find and
develop oil and natural gas reserves on its properties. Furthermore, the Company may be obligated to
satisfy certain site restoration and abandonment obligations with respect to the relinquished lands.
•

Other than the ETAP back-in option in Chouech Es Saida (whereby ETAP can take a 50%
working interest once cumulative net (after royalties) oil production reaches 6.5 million bbl), there
are no relinquishment issues with respect to the Tunisia Assets.

•

In Romania, retention of the Satu Mare Concession is subject to completion of the work
commitments for the Phase 3 exploration period by October 28, 2019.

Reliance on Key Management Personnel
The success of the Company depends in large measure on certain key personnel, which include the
Executive Officers and certain other senior personnel. The contributions of these individuals to the
immediate operations of the Company are likely to be of significant importance. The Company’s ability to
maintain its competitive position and to implement its business strategy is dependent, to a large degree,
on the services of its senior management team and its technical personnel. Competition in the oil and
gas industry for senior management and technical personnel with relevant expertise and exposure to
international best practices is intense due to the small number of qualified individuals, which may affect its
ability to retain its existing senior management and technical personnel and to attract additional qualified
personnel. Losses of or an inability to attract and retain additional senior management or technical
personnel could have a material adverse effect on its business, financial condition, results of operations
and prospects. There can be no assurance that the Company will be able to continue to attract and retain
all personnel necessary for the development and operation of its business.
Uncertainty Regarding Interpretation and Application of Foreign Laws and Regulations
The Company’s exploration and development activities are located in countries with differing legal
systems. Rules, regulations and legal principles may differ both relating to matters of substantive law and
in respect of such matters as court procedure and enforcement. Production and exploration rights and
related contracts of the Company are subject to the national or local laws and jurisdiction of the
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respective countries in which the operations are carried out. This means that the Company’s ability to
exercise or enforce its rights and obligations may differ between different countries.
Moreover, the jurisdictions in which the Company and its subsidiaries operate may have less developed
legal systems than more established economies, which may result in risks such as:
•

effective legal redress in the courts of subject jurisdictions being more difficult to obtain,
whether in respect of a breach of law or regulation, or an ownership dispute;

•

a higher degree of discretion on the part of governmental authorities;

•

uncertainty regarding the constitutionality, validity or enforceability of laws and
regulations, particularly where those rules and regulations are the result of recent
legislative changes or have been recently adopted;

•

the lack of judicial or administrative guidance on interpreting applicable rules and
regulations, particularly where those rules and regulations are the result of recent
legislative changes or have been recently adopted;

•

provisions in laws and regulations that are ambiguously worded or lack specificity and
thereby create difficulties when implemented or interpreted;

•

inconsistencies or conflicts between and within various laws, regulations, decrees, orders
and resolutions;

•

courts being used to further political aims;

•

relative inexperience of the judiciary and courts in such matters or an overly formalistic
judiciary; and

•

corruption within the judiciary.

Enforcement of laws in some of the jurisdictions in which the Company and its subsidiaries operate may
depend on and be subject to the interpretation placed upon these laws by the relevant local authority.
These local authorities may adopt an interpretation of an aspect of local law which differs from the advice
that has been given to the Company. The Company’s contracts, joint ventures, licence, licence
applications or other legal arrangements may be adversely affected by the actions of government
authorities and the effectiveness of and enforcement of such arrangements in these jurisdictions.
Effective legal redress in the courts of such jurisdictions, whether in respect of a breach of law or
regulation or in an ownership dispute, may be more difficult to obtain. In certain jurisdictions, the
commitment of local businesses, government officials and agencies and the judicial system to abide by
legal requirements and negotiated agreements may be more uncertain and legislation and regulations
may be susceptible to revision or cancellation; legal redress may be uncertain or delayed.
In general, if the Company becomes involved in legal disputes in order to defend or enforce any of its
rights or obligations, such disputes or related litigation may be costly and time consuming and the
outcome may be highly uncertain. Even if the Company would ultimately prevail, such disputes and
litigation may still have a substantially negative effect on the Company and its operations.
Tunisia
During 2011, Tunisia experienced a period of political unrest and demonstrations that lead to the
departure of the former president after 23 years of power. This led to the election of a Constituent
Assembly, which was charged with the responsibility of drafting a new constitution and the appointment of
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a new government, which was intended to govern until a new constitution was ratified and further
democratic elections can be held. The interim period was marked by political infighting, instability and
assassinations. The new constitution was approved by the Tunisian National Assembly on January 27,
2014.
This Constitution is the result of a compromise between the Islamist party Ennahdha and the opposition
forces. It provides for a dual executive, gives reduced place to Islam and for the first time in the legal
history of the Arab world establish equality and parity between men and women. As the highest legal
standard of the country, the constitution is above the legislative and even international treaties. In case of
conflict between existing legislation and the new constitution, the latter shall prevail. Existing Tunisian
laws which affect the Serinus group's operations in Tunisia are still in force as long as they do not
contravene the terms of the new constitution.
Romania
As a European Union member, Romania started verifying the expansion terms of exploration licenses
granted by NAMR in 2011 to the entire Romanian oil industry, including the Company’s partner,
Rompetrol S.A. The legal procedure between the administrative control authority, the Court of Accounts,
and NAMR are ongoing. Risk of validity of license extensions is not considered significant.
The Romanian legal system is based on the Napoleonic Code. The justice is independent and the
principles, the structure and the manner of organization of the Romanian judiciary are established by the
Romanian Constitution and Law no. 304/2004 regarding the judicial organization. Justice is made in the
name of law and it is accomplished through the following courts: High Court of Cassation and Justice,
Courts of Appeal, tribunals, specialized tribunals, military courts and first instance courts. The judicial
power belongs to a hierarchical system of courts culminating with the High Court of Justice and
Cassation.
Judicial proceedings are open to the public, except in special circumstances provided for by law. The
Romanian judicial system is a system with a strong French influence. All its judges are appointed by the
president on the recommendation of the Superior Council of Magistrates. The Ministry of Justice
represents the “general interests of society” and defends the rule of law as well as citizens' rights and
freedoms. The ministry is to discharge its powers through independent, impartial public prosecutors, who
are hierarchically organized under General Prosecutor.
The Constitutional Court of Romania is the warrant of the Constitution supremacy. The Constitutional
Court of Romania is the sole judicial constitutional authority in Romania and it is independent by any
other public authority. It is subject to Constitution and Law no. 47/1992 regarding the organization and
functioning of the Constitutional Court only. It includes 9 judges for a 9 year mandate that cannot be
prolonged or renewed.
In general, whether in Tunisia or Romania, or elsewhere, if the Company becomes involved in legal
disputes in order to defend or enforce any of its rights or obligations, such disputes or related litigation
may be costly and time-consuming and the outcome may be highly uncertain. Even if the Company
would ultimately prevail, such disputes and litigation may still have a substantially negative effect on the
Company and its operations.
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Failure to Realize Anticipated Benefits of Acquisitions and Dispositions
The Company has made, and intends to make, acquisitions and dispositions of businesses and assets in
the ordinary course of business. There can be no assurance that the Company will be able to
successfully realize the anticipated benefits of any acquisition or disposition. The costs involved and time
required to realize the anticipated benefits of planned acquisitions or dispositions may exceed those
benefits that may be realized by the Company, and may detract from available resources that could have
been committed elsewhere for greater benefit. The integration of an acquired business may require
substantial management effort, time and resources and may divert management’s focus from other
strategic opportunities and operational matters.
Although the Company conducts a due diligence review of properties prior to their acquisition that it
believes to be consistent with industry practices, such reviews are inherently incomplete. It is not
generally feasible to review in depth every individual property involved in each acquisition. Ordinarily, the
Company will focus its due diligence efforts on higher valued properties and will sample the remainder.
However, even an in-depth review of all properties and records may not necessarily reveal all existing or
potential problems, nor will it permit a buyer to become sufficiently familiar with the properties to fully
assess their deficiencies and capabilities. Inspections may not be performed on every well, and structural
or environmental problems, such as ground water contamination, are not necessarily observable even
when an inspection is undertaken. For acquisitions that may occur in the future, the Company may be
required to assume liabilities, including environmental liabilities, and may acquire interests in properties
on an “as is” basis. Such liabilities, should they exist, will typically be known to the Company as a result
of its due diligence investigations, and would influence or be an adjustment to the agreed acquisition
price. In addition, competition for the acquisition of prospective properties is intense, which may increase
the cost of any potential acquisition.
Competition for the acquisition of prospective properties is intense, which may increase the cost of any
potential acquisition. The Company’s historical exploration and development activities have principally
been based in Ukraine, Tunisia, Romania, Brunei and Syria. The Company’s limited presence in other
regions may limit its ability to identify and complete acquisitions in other geographic areas.
See also “Risk Factors Serinus may Fail to Realize its Anticipated Benefits”.
Decommissioning Liabilities
The Company, through its licence and concession and production sharing contract interests, has
assumed certain obligations in respect of the decommissioning of its fields and related infrastructure and
is expected to assume additional decommissioning liabilities in respect of its future operations. These
liabilities are derived from legislative and regulatory requirements concerning the decommissioning of
wells and production facilities and require the Company to make provision for and/or underwrite the
liabilities relating to such decommissioning. Any significant increase in the actual or estimated
decommissioning costs that the Company incurs may adversely affect its results of operations and
financial condition.
Title to Properties
Notwithstanding any due diligence which may be undertaken by the Company, there may be title defects
which affect production sharing contracts, licence and concession agreements or other legal documents
which relate to the Company’s properties on which the production activities are performed, and which
may adversely affect the Company. There is no guarantee that an unforeseen defect in title, changes in
laws or change in their interpretation or political events will not arise to defeat or impair the claim of the
Company to its properties which could result in a material adverse effect on the Company, including a
reduction in the revenue to be received by the Company.
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Crime and Governmental or Business Corruption
The Company conducts business in countries or regions which have experienced high levels of
governmental and business corruption and other criminal activity.
The Company is required to comply with applicable anti-bribery laws, including the Canadian Corruption
of Foreign Public Officials Act as well as local laws in all countries in which the corporation does business.
These, among other things, include laws in respect of the monitoring of financial transactions and provide
a framework for the prevention and prosecution of corruption offences, including various restrictions and
safeguards. However, there can be no guarantee that these laws will be effective in identifying and
preventing money laundering and corruption.
The failure of the governments of the countries in which the Company operates to continue to fight
corruption or the perceived risk of corruption could have a material adverse effect on the local economies.
Any allegations of corruption in these countries or evidence of money laundering could adversely affect
their ability to attract foreign investment and thus have an adverse effect on their economies which in turn
could have a material adverse effect on the Company’s business, results of operations, financial condition
and prospects.
The Company has a Code of Business Conduct and Ethics in place with which directors, officers and
employees must comply. Moreover, findings against the Company, the Directors, the Executive Officers
or the employees of the Company, or their involvement in corruption or other illegal activity could result in
criminal or civil penalties, including substantial monetary fines, against the Company, the Directors, the
Executive Officers or the employees of the Company. Any government investigations or other allegations
against the Company, the Directors, the Executive Officers or the employees of the Company, or finding
of involvement in corruption or other illegal activity by such persons, could significantly damage the
Company’s reputation and its ability to do business, including affecting its rights under the various oil and
natural gas licences, concessions or PSC’s, or through the loss of key personnel, and could materially
adversely affect its financial condition and results of operations. Furthermore, alleged or actual
involvement in corrupt practices or other illegal activities by the operators of the Company’s oil and
natural gas licences, concessions or PSC’s, joint venture partners of the Company or others with whom
the Company conducts business, could also significantly damage the Company’s reputation and business
and materially adversely affect the Company’s financial condition and results of operations.
Management of Growth
The Company does not have a long history of operating in its current form, including in terms of size and
geographic reach, and its ability to manage its existing business and its future growth depend upon a
number of factors, including its ability:
•

to effectively increase the scope of its management, operational and financial systems
and controls to handle the increased complexity, expanded breadth and geographical
area of its operations;

•

to recruit, train and retain qualified staff to manage and operate its growing business;

•

to accurately identify and evaluate the contractual, financial, regulatory, environmental
and other obligations and liabilities associated with its international acquisitions and
investments;

•

to implement financial oversight and internal financial risk, and other controls, over its
acquisitions and investments, and to ensure the timely preparation of financial statements
that are in conformity with the Company’s accounting and control policies;
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•

to accurately judge market dynamics, demographics, growth potential and competitive
environments;

•

to effectively determine, evaluate and manage the risks and uncertainties in entering new
markets and acquiring new businesses through its due diligence and other processes,
particularly given the heightened risks in emerging markets; and

•

to maintain and obtain necessary permits, licences, spectrum allocation and approvals
from governmental and regulatory authorities and agencies.

The Company’s inability to deal with this growth may result in its failure to realize the benefits otherwise
expected from such growth and could have a material adverse impact on its business, operations and
potential for future growth.
Project Completion
The Company’s current operations are, and future operations will be, subject to approvals of
governmental authorities and, as a result, the Company has limited control over the nature and timing of
the grant of such approvals for the exploration, development and operation of oil and natural gas licences,
concessions and PSC’s.
The Company’s interests in oil and natural gas concessions and other contracts with governments and
government bodies to explore and develop the properties are subject to specific requirements and
obligations. If the Company fails to satisfy such requirements and obligations and there is a material
breach of such contracts, such contracts could, under certain circumstances, be terminated. The
termination of any of the Company’s contracts granting rights in respect of the properties would have a
material adverse effect on the Company, including the Company’s financial condition.
Reliance on Third Party Operators
It is common in the oil and gas industry for companies to form partnerships or joint ventures with other
companies through which exploration, development and operating activities for a particular property or
concession area are conducted. In such cases, one company is designated by agreement amongst the
partnership or joint venture, to manage, or “operate” the partnership or joint venture. The operator is the
primary point of contact for the national oil company or the government and is typically responsible for
implementing the field work, including by entering into agreements with various sub-contractors to provide
drilling rigs and other equipment and services necessary for carrying out exploration and development
operations, decisions regarding the timing and amount of capital expenditure, the selection of technology
and risk management and compliance policies. In addition, an operator is usually responsible for
providing the other partners with operational, financial and other information relating to the asset.
The Company is currently the operator of all its assets.
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To the extent the Company or one of its subsidiaries is not the operator of any of its current or potential
future assets, the Company will be dependent on the competence, expertise, judgement and financial
resources of the operator, with the operator complying with the terms of the relevant contractual
arrangements, and, subject to the terms of such arrangements, may have limited ability to exercise
influence over the operations of these assets or their associated costs, or to control the quality of the
information it receives in respect of such assets, which could adversely affect the Company’s business,
prospectus and financial performance. In addition, participants in a partnership may proportionately
share liability for any claims and liabilities which may arise as a result of the operator’s activities carried
out for the benefit of participants (as the case may be). Should the operator become subject to any
liabilities, the Company may be proportionally responsible for some of such liability. Actions or decisions
taken by an operator, failure to act or non-performance by an operator, or the incurring of liabilities by an
operator could adversely affect the Company’s business, prospects and financial performance and,
ultimately, potentially result in the loss of an asset.
Financial Covenants
The Senior Loan and the Convertible Loan are both subject to a comprehensive set of representations
and covenants provided by Serinus, as borrower thereunder, including financial covenants relating to a
debt service coverage ratio and a financial debt to EBITDA ratio.
Although as of the date hereof the Company is in compliance with the Senior Loan and Convertible Loan
covenants, or has received waivers in those instances where the covenants have been, or will be
breached, including the financial covenants, there can be no assurance that circumstances will not
change, and any such changes could cause the Company to breach such covenants in the future, which
may result in the acceleration of its debt. the Company may not have sufficient cash or assets to fulfil its
payment obligations upon any acceleration of its debt and, even if it were able to refinance indebtedness
upon a default, the terms of any new debt agreements may be less favourable to the Company.
Moreover, a default could cause the Company to lose key assets and/or shares of Winstar Netherlands,
Winstar Tunisia and WInstar Romania that are pledged as security for such indebtedness.
Any of the foregoing developments could have a material adverse effect on the Company’s financial
condition and results of operations.
Risks Relating to the Company’s Market Environment
Competition
Oil and gas exploration is intensely competitive in all its phases and involves a high degree of risk. The
Company competes with numerous other participants in the search for, and the acquisition of, oil and
natural gas properties and in the marketing of oil and natural gas. The Company’s competitors include oil
and natural gas companies that have substantially greater financial resources, staff and facilities than
those of the Company. The ability of the Company to increase reserves of oil and natural gas in the
future will depend not only on its ability to explore and develop its present properties, but also on whether
it is able to select and acquire suitable producing properties or prospects for exploratory drilling. The
Company’s inability to successfully compete for the acquisition of new oil and gas assets could materially
adversely affect the trading price of the Common Shares.
Competitive factors in the distribution and marketing of oil and natural gas include the proximity of and
access to transportation infrastructure, transport prices and reliability of delivery.
Competition for exploration and production licences as well as other regional investment or acquisition
opportunities may increase in the future. This may lead to increased costs in the carrying on of the
Company’s activities and reduced available growth opportunities. Any failure by the Company to
compete effectively could adversely affect the Company’s operating results and financial condition.
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Industry Trends
The Company’s business, results of operations, financial condition and future growth are substantially
dependent on prevailing crude oil prices. The price of crude oil is influenced by the world economy and
can be substantially influenced by the ability of the Organization of Petroleum Exporting Countries
(“OPEC”) or other major producers of crude oil to adjust supply to world demand. Crude oil prices have
also historically been impacted by political events causing disruptions in the supply of oil and by concerns
over potential supply disruptions or actual supply disruptions triggered by regional events.
The impact on the oil and natural gas industry from commodity price volatility is significant. During
periods of high prices, producers may generate sufficient cash flows to conduct active exploration
programs without external capital. Increased commodity prices frequently translate into very busy periods
for service suppliers, triggering premium costs for their services. The acquisition cost of oil and gas
exploration and appraisal projects and producing properties similarly increase during these periods.
During low commodity price periods, acquisition costs drop, as do internally generated funds to spend on
exploration and development activities. During periods of decreased demand, the prices charged by the
various service suppliers also tend to decline.
It is impossible to accurately predict future crude oil and natural gas price movements. Any substantial
decline in oil and natural gas prices would have a material adverse effect on the Company’s revenues,
operating income, cash flows and borrowing capacity and may require a reduction in the carrying value of
the Company’s properties, its planned level of spending for exploration and development and its level of
reserves. No assurance can be given that commodity prices will be sustained at levels which will enable
the Company to operate profitably.
Any substantial decline in crude oil and/or natural gas prices may also require the Company to write down
the capitalized costs of certain oil and natural gas properties. Under IFRS, the net capitalized cost of oil
and natural gas properties may not exceed a “ceiling limit”, which is based, in part, upon estimated future
net cash flows from reserves. If the net capitalized costs exceed this limit, the Company must charge the
amount of the excess against earnings. As oil and natural gas prices decline, the Company’s net
capitalized cost may approach or exceed this cost ceiling, resulting in a charge against earnings. While a
write-down would not directly affect cash flow, the charge to earnings could be viewed unfavorably in the
market and thus cause an adverse impact on the trading price of the Common Shares or could limit the
Company’s ability to borrow funds or comply with covenants contained in future credit agreements or
other debt instruments. The Company recorded impairment charges against the Tunisian Assets in 2014
and 2015 due to such “ceiling test” limits.
Moreover, environmental legislation is evolving globally in a manner expected to result in stricter
standards and enforcement, larger fines and liability, and potentially increased capital expenditures and
operating costs. The Company may become subject to further extensive laws, regulations and scrutiny or
become subject to more stringent application of existing regulations on drilling, particularly in areas that
are environmentally sensitive and/or have not yet been open to drilling.
In the long term, the Company’s ability to carry out exploration may be affected by such increased
regulation and the terms of licences or permissions may include more stringent environmental and/or
health and safety requirements. The obtaining of exploration, development or production licences or
concessions, production sharing agreements or production sharing contracts for oil and gas exploration,
may become more difficult or be the subject of delay due to governmental, regional or local consultation,
approvals or other considerations or requirements.
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In addition, the Company may be required to incur additional expenditure or could be required to hire or
purchase additional equipment to comply with any new operational, environmental and/or health and
safety regulations. The impact of any such regulations or requirements could be to impose a constraint
on long-term oil and gas production of the Company and restrict the Company’s control over the nature
and timing of its exploration, appraisal, development, production and other activities or its ability to
undertake these activities at all may be materially and adversely affected, including by substantial delays
or material increases in costs. Such additional costs, interruptions or delays could have an adverse
impact on the Company’s business, prospects, financial condition and results of operations.
Failure by the Company to comply with the applicable legal requirements or recognized international
standards may give rise to significant liabilities.
International Economic Risk
The economies of emerging market countries, including those of Tunisia and Romania may not compare
favorably with those of developed countries with respect to such issues as growth of gross national
product, reinvestment of capital, inflation, resources and balance of payment position. Such economies
may rely heavily on particular industries or foreign capital and may be more vulnerable to diplomatic
developments, the imposition of economic sanctions against a particular country or countries, changes in
international trading patterns, trade barriers and other protectionist or retaliatory measures. Investments
in such markets may also be adversely affected by governmental actions such as the imposition of capital
controls, nationalization of companies or industries, expropriation of assets or the imposition of punitive
taxes. In addition, the governments of certain countries may prohibit or impose substantial restrictions on
foreign investing in their capital markets or in certain industries. Any of these actions could severely
affect securities prices, impair the ability of the Company to transfer the assets or income of the
Company, or otherwise adversely affect the operations of the Company. Other risks that may be
associated with markets in emerging market countries include foreign exchange controls, difficulties in
pricing securities, defaults on foreign government securities, difficulties in enforcing favorable legal
judgments in foreign courts, and political and social instability.
Environmental
All phases of the oil and natural gas business present environmental risks and hazards and may be
subject to environmental regulation pursuant to a variety of local laws and regulations in which such
business is being conducted. Environmental legislation in the countries in which the Company or its
subsidiaries carry on, or presently anticipates that it may carry on, business generally provide for, among
other things, restrictions and prohibitions on spills, releases or emissions of various substances produced
in association with oil and natural gas operations. Such legislation will also usually require that wells and
facility sites be operated, maintained, abandoned and reclaimed to the satisfaction of applicable
regulatory authorities. 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 globally in a manner expected to result in stricter standards and enforcement, larger
fines and liability and potentially increased capital expenditures and operating costs. The discharge of oil,
natural gas or other pollutants into the air, soil or water may give rise to liabilities to governments and
third parties and may require the Company to incur costs to remedy such discharge. The Company
believes that it is in material compliance with current applicable environmental regulations in the countries
in which it carries on business in that it is not aware of, or been notified of any material breach of such
regulations. However, no assurance can be given that the interpretation or enforcement of environmental
laws in the various jurisdictions in which the Company is active 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 Company’s financial condition, results of operations or potential for future
asset growth.
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The Company also conducts operations in Tunisia. Tunisia currently has an environmental legal and
institutional framework which compares favorably with the European standards. Tunisia’s environmental
administration has made progress in developing new environmental standards and a framework for the
prevention of pollution that combines economic and ecological regulations, market-based incentives,
stepped-up monitoring, and the execution of agreements negotiated between industries and the
authorities. The administration's strategy has two main goals: the clean-up of historically heavily polluted
areas corresponding roughly to major population and industrial centres and the promotion of "clean"
industrial growth with acceptable environmental impact. Tunisia adheres to the Kyoto Accord under Law
No. 2002-55 of June 19, 2002.
Romania has progressed in the field of environmental protection law before and further to the date it
joined the European Union (January 1, 2007). Apart from the general regulations and principles on
environmental protection, the following areas of environmental law are covered by the applicable legal
provisions: air, water and soil quality, pollution control and risk management, ecological labelling,
management and disposal of waste and dangerous materials, noise, biodiversity, bio-security and
preservation, atmospheric pollution and climate change.
Weather
Adverse weather conditions can cause delays and cost increases related to the capital spending
programs of the Company such as drilling of exploration and development wells, completion of wells,
construction of production facilities and pipelines and the acquisition of seismic data. In Romania, cold
temperatures, heavy snows or extremely muddy conditions may cause delays to planned activities. In
Tunisia, sandstorms and both high and low temperatures can make operations more difficult and costly.
Prices, Markets and Marketing
The marketability and price of oil and natural gas that is or may be acquired or discovered by the
Company is affected by numerous factors beyond its control. In Tunisia, natural gas production
particularly in the southern part of the country is constrained by lack of pipeline capacity to move the gas
to either power generation plants in the north and central parts of the country, or to the TransMed pipeline
through which it could be exported. In Romania, where the Company does not currently produce oil or
gas, the Company’s future ability to market any oil or gas it produces will depend upon its ability to
acquire space on pipelines that deliver oil and natural gas to commercial markets. Availability of pipeline
capacity to new customers is determined primarily by volume commitments and the duration of those
commitments made by the pipeline operator to existing customers. The Company may also be affected
by:
•

deliverability uncertainties related to the proximity of its reserves to pipelines and
processing facilities;

•

economic or other sanctions that prohibit, amongst other things, the export of crude oil or
petroleum products that originate in countries in which the Company operates;

•

operational problems with such pipelines and facilities; and

•

extensive government regulation relating to price, taxes, royalties, land tenure, allowable
production, the export of oil and natural gas and many other aspects of the oil and natural
gas business. Commodity prices may also be impacted by the development of alternative
fuel or energy sources.
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The Company’s profitability and future growth and the carrying value of its oil and gas properties are
substantially dependent on prevailing prices of oil and gas. The Company’s ability to obtain additional
capital on attractive terms is also substantially dependent upon oil and gas prices. Prices for oil and
natural gas are subject to large fluctuations in response to relatively minor changes in the supply of and
demand for oil and natural gas, market uncertainty and a variety of additional factors beyond the control
of the Company. These factors include global economic conditions, the actions of the OPEC,
governmental regulation, political circumstances in the Middle East and elsewhere, the foreign supply of
oil and natural gas, the price of foreign imports and the availability of alternative fuel sources, including
unconventional oil and natural gas accumulations. Conflicts, or conversely peaceful developments,
arising in areas of the world which produce significant volumes of oil or natural gas, may have a
significant impact on the price of oil and natural gas.
Any material decline in oil and natural gas prices would have an adverse effect on the Company’s
revenues, operating income, cash flows and borrowing capacity and may require a reduction in the
carrying value of the Company’s properties, its planned level of spending for exploration and development
and its level of reserves. No assurance can be given that commodity prices will be sustained at levels
which will enable the Company to operate profitably.
Any substantial decline in crude oil and/or natural gas prices may also require the Company to write down
the capitalized costs of certain oil and natural gas properties. While a write-down would not directly affect
cash flow, the charge to earnings could be viewed unfavorably in the market and thus cause an adverse
impact on the trading price of the Common Shares or could limit the Company’s ability to borrow funds or
comply with covenants contained in future credit agreements or other debt instruments.
Availability of Equipment and Services
Oil and natural gas exploration and development activities are dependent on the availability of specialized
drilling and other equipment, and third-party service contractors to provide such equipment and
specialized services related to the drilling, testing, completion and production of oil and natural gas wells
in the particular areas where such activities will be conducted. Limited equipment and services
availability or access limitations may affect the availability and/or cost of such equipment and services to
the Company and may delay exploration and development activities or increase the costs of the
Company’s exploration, development and production activities.
Limited availability and increased prices may, in particular, result from any significant increase in regional
exploration and development activities which in turn may be the consequence of increased or continued
high prices for oil or gas. In the areas in which the Company operates, there can be a significant demand
for drilling rigs and other equipment and services with such demand increasing and decreasing over time
according to general levels of activity in the industry. Failure by the Company to secure necessary
equipment and services in a timely manner could delay, restrict or lower the profitability and viability of the
Company’s activities and adversely affect the Company’s business, results of operations or financial
condition.
New Technology
The oil and gas industry is characterized by rapid and significant technological advancements and
introductions of new products and services utilising new technologies. Other oil and gas companies may
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 either before the Company
does so or in circumstances where Company is not able to do so. There can be no assurance that the
Company 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 Company
or implemented in the future may become obsolete. If the Company is unable to utilize the most
advanced commercially available technology, the Company’s business, financial condition, results of
operations and prospects could be materially adversely affected.
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Insurance
Oil and natural gas exploration, development and production operations are subject to all the risks and
hazards typically associated with such operations, including hazards such as fire, explosion, blowouts, or
gas releases and spills, each of which could result in substantial damage to oil and natural gas wells,
production facilities, other property and the environment or in personal injury. The Company’s
involvement in the exploration for and development of oil and natural gas properties may result in the
Company becoming subject to liability for pollution, blowouts, property damage, personal injury or other
hazards. All of these risks identified can be covered by various forms of insurance, including “property”
insurance for damage to physical assets, “comprehensive general liability” insurance for third-party
damages including those from injury and loss of life, and “control-of-well” for damages resulting from a
blow-out, fire or explosion during the drilling of a well. The decision as to the quantum of insurance to
obtain will be based on a case-by-case assessment of the cost of the insurance premium versus the risk
of damages occurring and the consequent potential financial liability.
The Company through indirectly wholly-owned subsidiaries operates its assets in Tunisia and Romania,
and places insurance as required for the activity which is to be undertaken. The Company obtains
insurance in accordance with industry standards and upon consideration of advice provided by
professional insurance brokers to address these risks. However, such insurance may have limitations on
liability that may not be sufficient to cover the full extent of such liabilities. In addition, such risks may not
in all circumstances be insurable or, in certain circumstances, the Company may elect not to obtain
insurance to deal with specific risks due to the high premiums associated with such insurance or other
reasons. The Company does not maintain insurance against governmental expropriation or confiscation
of assets, governmental frustration or repudiation of contracts, wrongful calling of guarantees or letters of
credit, business interruption, inconvertibility of foreign currency or the inability to repatriate funds or other
similar political risks in the locations in which the Company operates. The payment of such uninsured
liabilities would reduce the funds available to the Company. The occurrence of a significant event that the
Company is not fully insured against, or the insolvency of the insurer of such event, could have a material
adverse effect on the financial position of the Company, results of operations or prospects.
Global Capital Markets
The disruptions experienced in the past several years in the international and domestic capital markets
have led to reduced liquidity and increased credit risk premiums for certain market participants and have
resulted in a reduction of available financing. Companies with operations located in countries in the
emerging markets may be particularly susceptible to these disruptions and reductions in the availability of
credit or increases in financing costs, which could result in them experiencing financial difficulty. In
addition, the availability of credit to entities operating within the emerging and developing markets is
significantly influenced by levels of investor confidence in such markets as a whole and as such any
factors that impact market confidence (for example, a decrease in credit ratings, state or central bank
intervention in one market or terrorist activity and conflict) could affect the price or availability of funding
for entities within any of these markets.
Financial problems outside countries with emerging or developing economies, or an increase in the
perceived risks associated with investing in such economies, could dampen foreign investment in and
adversely affect the economies of these countries (including, for example, countries in which the
Company operates). The links between economic activities in different markets and sectors are complex
and depend not only on direct drivers such as the balance of trade and investment between countries, but
also on domestic monetary, fiscal and other policy responses to address macroeconomic conditions.
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Unexpected Shutdowns
Mechanical problems, accidents, leaks or other events at the Company’s pipelines or infrastructure may
cause an unexpected production shutdown at its facilities. Political unrest may also lead to a shutdown in
production. Any unplanned production shutdown of the Company’s facilities or environmental damage
caused by pollution from the Company’s facilities could have a material adverse effect on the Company’s
business, production, financial condition and results of operations.
Litigation
The petroleum industry, as with all industries, may be subject to legal claims, both with and without merit,
from time to time. Defense and settlement costs can be substantial, even with respect to claims that have
no merit. Due to the inherent uncertainty of the litigation process, there can be no assurance that the
resolution of any particular legal proceeding will not have a material adverse effect on the Company’s
financial position, results or operations. The Company’s business may be materially adversely affected if
the Company and/or its employees or agents are found not to have met the appropriate standard of care
or not exercised their discretion or authority in a prudent or appropriate manner in accordance with
accepted standards. In addition, the adverse publicity surrounding such claims may have a material
adverse effect on the Company’s business.
Risks Relating to the Ownership of the Common Shares
Controlling Shareholder is able to Exercise Significant Control over the Affairs of the Company
As of the date of this AIF, 78,602,655 Common Shares representing approximately 52.17% of the issued
and outstanding Common Shares in the capital of the Company are held by KI. Two directors of the
Company, Łukasz Rędziniak and Dominik Libicki, are members of the Management Board of KI.
The shareholding of KI in the Company allows KI to control the outcome of substantially all of the actions
taken by the shareholders of the Company, including the election of directors. As of the date of this AIF,
KI has sufficient voting power to, among other things, delay, deter or prevent a change in control of the
Company that might otherwise be beneficial to its shareholders and may also discourage acquisition bids
for the Company and limit the amount certain investors may be willing to pay for the Common Shares.
Sale of Common Shares by controlling and significant Shareholder(s) could have an adverse
effect on the price of the Common Shares
The market price of the Common Shares could decline as a result of sales of a large number of Common
Shares in the market or the perception that these sales may occur. These sales, or the possibility that
these sales may occur, may make it more difficult for the Company to raise capital through future
offerings of Common Shares at a time and at a price that the Company deems appropriate.
The Company cannot predict whether KI will sell any of the Shares it holds in the public market. Sales by
KI of a large number of the Shares in the public market, or the potential for such sales, could decrease
the trading price of the Common Shares and could impair the Company’s ability to raise capital through
future offerings of Common Shares.
Dilution Due to Financing or Acquisition Activities
The Company’s Articles allow it to issue an unlimited number of Common Shares and an unlimited
number of Preferred Shares, issuable in series, for such consideration and on such terms and conditions
as shall be established by its Board of Directors, in many cases, without the approval of the shareholders.
In addition, as at the date of this AIF, there were 9,172,000 Common Shares issuable upon the exercise
of outstanding options of the Company at prices ranging from CAD $0.30 to USD $4.11 per Common
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Share. The Company may also issue Common Shares to finance future acquisitions and other projects.
The Company cannot predict the size of future issuances of Common Shares or the effect that future
issuances and sales of Common Shares will have on the market price of the Common Shares. Issuances
of a substantial number of additional Common Shares, or the perception that such issuances could occur,
may adversely affect prevailing market prices for the Shares. If the share capital of the Company is
increased and new Common Shares are issued for cash, existing shareholders of Common Shares are
not, under the Company’s constitutional documents and applicable Canadian law, entitled to pre-emptive
or similar rights in respect of those Common Shares to preserve their pro rata shareholdings in the
Company. With any additional issuance of Common Shares, investors will suffer dilution to their voting
power and may experience dilution in earnings per Common Share.
STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS INFORMATION
Reserves
In accordance with the requirements of NI 51-101, RPS, an independent qualified reserves evaluator and
auditor, prepared a report called “Evaluation of Tunisian Reserves” and “Report on Resource Estimate by
Independent Qualified Reserves Evaluator (Romania Resources) as at December 31, 2017” dated March
29, 2018 (the “RPS Report”).
All factual data supplied to RPS by the Company in connection with the preparation of the RPS Report
was accepted as presented. The RPS Report was prepared in accordance with the definitions and
guidelines set out in the COGE Handbook and in compliance with the requirements of NI 51-101. Among
other things, NI 51-101 establishes a regime of continuous disclosure for all oil and gas companies and
standardizes reporting and disclosure requirements for upstream oil and gas companies that are reporting
issuers. NI 51-101 requires reporting issuers to comply with the COGE Handbook, as may be amended
from time to time.
The RPS Report evaluates, effective as at December 31, 2017:
•

The oil and natural gas reserves and contingent resources of Winstar Tunisia, specifically in the
Sabria, Sanrhar, Chouech Es Saida and Ech Chouech fields; and

•

The oil and natural gas reserves and contingent resources of Winstar Romania, specifically in the
Moftinu field in the Satu Mare Concession.

In preparing the RPS Report, RPS relied upon certain factual information and data furnished by the
Company with respect to ownership interests, gas production, historical costs of operation and
development, product prices, agreements relating to current and future operations, sales of production,
and other relevant data to December 31, 2017.
All of the information derived from the RPS Report and disclosed in this AIF has been reviewed and
approved by RPS.
Attached as Appendix “A” hereto is Form 51-101F1 “Statement of Reserves Data and Other Oil
and Gas Information”. Form 51-101F2 “Report of Independent Qualified Reserves Evaluator” by
RPS and Form 51-101F3 “Report of Management on Oil and Gas Disclosure”, prepared in
accordance with the requirements of National Instrument 51-101, are attached hereto respectively
as Appendix “B” and Appendix “C”.
DIVIDENDS
The Company has not declared or paid any dividends in its three most recently completed financial years,
and does not foresee the declaration or payment of any dividends on its Common Shares in the near
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future. Any decision to pay dividends will be made by the Board of Directors on the basis of the
Company’s earnings, financial requirements and other conditions existing at such future time.
The Articles of the Company do not place any restrictions on the declaration and payment of dividends by
the Company. In accordance with the ABCA, the By-laws of the Company restrict the Board of Directors
from declaring and the Company from paying a dividend if there are reasonable grounds for believing that
the Company is, or would be after the payment, unable to pay its liabilities as they become due, or the
realizable value of the Company’s assets would after the payment be less than the aggregate of its
liabilities and stated capital of all classes of shares.
DESCRIPTION OF CAPITAL STRUCTURE
Pursuant to the Articles of the Company, the Company may issue an unlimited number of Common
Shares and an unlimited number of preferred shares, issuable in series. As of December 31, 2017, there
were 150,652,138 Common Shares and no preferred shares issued and outstanding in the capital of the
Company.
Common Shares
The holder of a Common Share is entitled to receive notice of and to attend all meetings of the
shareholders of the Company and to exercise one vote for each Common Share held at meetings of
shareholders of the Company, and in respect of all other matters upon which the shareholders of the
Company are asked to vote upon. The holder of a Common Share is entitled to receive: (a) dividends if,
as and when declared by the Board of Directors in respect of the Common Shares out of the monies of
the Company properly applicable to the payment of dividends, the amount of which the Board of
Directors, in their absolute discretion, may from time to time determine; and (b) pro rata the remaining
property and assets of the Company upon its dissolution, liquidation or winding-up, subject to the rights of
shares having priority over the Common Shares.
Preferred Shares
Preferred shares are issuable in series with such rights, privileges, restrictions and conditions attached to
each series as the Board of Directors, prior to the issuance thereof, shall determine. Each series of
preferred shares ranks in priority to all other shares of the Company in respect of the payment of
dividends and, upon a winding up or liquidation, to receive such assets and property of the Company as
are distributable to the holders of the preferred shares.
Pursuant to the Articles of the Company, the terms of any preferred shares issued by the Company from
time to time in one or more series shall be determined by the Board of Directors who may by resolution fix
before the issuance thereof the designation, preferences, rights, privileges, restrictions and conditions
attaching to the preferred shares of each series, including the redemption price and conditions of
redemption, if any.
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MARKET FOR SECURITIES
Trading Price and Volume
The Common Shares of the Company are traded on the TSX and the WSE. The following table sets forth
information regarding the trading of the Common Shares on the TSX and WSE on a monthly basis for
each month of the Company’s most recently completed financial year end and for each month or portion
thereof to the date of this AIF:
Closing Price on the WSE
(PLN)

Closing Price on the TSX
(CAD$)

Average Daily Trading
Volume

High

Low

High

Low

WSE

TSX

Total

March

1.06

0.97

0.35

0.25

90,147

6,162

96,309

February

1.16

1.05

0.38

0.33

118,072

15,243

133,316

January

1.30

1.02

0.43

0.33

465,998

15,885

481,883

December

1.14

0.97

0.35

0.32

167,386

16,276

183,662

November

1.21

1.08

0.41

0.35

132,333

3,903

136,236

October

1.23

1.11

0.38

0.31

106,924

11,885

118,809

September

1.26

1.11

0.37

0.33

198,065

7,957

206,022

August

1.14

1.02

0.38

0.30

109,501

4,909

114,409

July

1.12

1.03

0.34

0.26

26,502

3,157

29,659

June

1.16

1.05

0.37

0.29

72,744

2,852

75,595

May

1.23

1.03

0.39

0.30

347,318

4,666

351,984

April

1.29

1.09

0.40

0.38

293,350

3,893

297,243

March

1.55

1.27

0.51

0.43

209,346

7,853

217,199

February

1.68

1.41

0.50

0.40

229,290

17,495

246,785

January

1.88

1.38

0.57

0.40

321,278

1,306

322,584

2018

2017

For information in respect to options to purchase common shares of Serinus, please see the 2017 audited
Consolidated Financial Statements, Share Capital note, which is incorporated by reference into this AIF
and available on SEDAR at www.sedar.com.
DIRECTORS AND OFFICERS
The overall supervision of the management of the Company’s business is vested in the Board of Directors
and the President and Chief Executive Officer of the Company to whom the Board of Directors has
delegated the day-to-day management of the Company, other than in relation to certain matters
specifically reserved to the competence of the Board of Directors by the ABCA. The President and Chief
Executive Officer is supported by the officers in the performance of the day-to-day management of the
Company.
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Name, Occupation and Security Holding
The following table sets out the name, province or country of residence, position, date of appointment,
principal occupation, and principal occupation during the preceding five years for each of the directors
and officers of the Company as of the date of this AIF. Each director is elected or appointed to serve until
the next annual meeting of shareholders or until a successor is elected or appointed, subject to the
Articles and By-laws of the Company. The Company has two executives (the “Executive Officers”)
based in London and Calgary. The Executive Officers are active in the business of the Company on a
day-to-day basis. There is no defined term of office for Executive Officers. The employment of any
Executive Officer, subject to the terms and conditions of any employment agreements, may be terminated
by the Board of Directors at any time.
Province /
Country of
Residence

Position with
the Company

Date of
Appointment

Łukasz
Rędziniak(2)

Warsaw, Poland

Director

March 16, 2016

General Counsel and board
member at Kulczyk Investments
S.A. since January 2013. Before
joining the Kulczyk group, Mr.
Rędziniak was the managing
partner of T. Studnicki K. Płeszka
Z. Ćwiąkalski J. Górski law office.
From 2007-2009, he served as
the Undersectretary of State at
the Ministry of Justice.

Jeffrey Auld

London, U.K.

President and
Chief Executive
Officer, Director

September 1,
2016

Mr. Auld is a seasoned oil and
gas professional with experience
both as an executive in oil and
gas companies as well as
experience as an investment
banker.
Mr. Auld began his
career in Canada prior to moving
to the UK.
He was the
Commercial
Manager,
New
Ventures for Premier Oil plc.
Before moving to Goldman,
Sachs & Co.
After leaving
Goldman Sachs & Co Mr. Auld
was a Vice President of
PetroKazakhstan
Inc.
PetroKazakhstan was sold to
CNPC for US$4.2 billion. After
PetroKazakhstan Mr. Auld led the
Energy
investment
banking
practice for Canaccord Genuity
and latterly was Head of EMEA
Oil and Gas for Macquarie
Capital. Mr. Auld has an
undergraduate
degree
in
Economics and Political Sciences
from the University of Calgary
and an MBA with distinction from

Name
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Principal Occupation(s)

Name

Province /
Country of
Residence

Position with
the Company

Date of
Appointment

Principal Occupation(s)

Imperial College London.
Evgenij
Iorich(1)(2)

Zug,
Switzerland

Director

June 24, 2013

Mr. Iorich is a Portfolio Manager
at Pala Investments, a multistrategy investment company
dedicated to investing in, and
creating value across the mining
sector in both developed and
emerging markets. Mr. Iorich has
been with Pala Investments since
2006
and
his
investment
experience extends across oil
and gas, base metal and bulk
commodity investments. Prior to
joining Pala, from 2004 until
2006, Mr. Iorich was a financial
manager at Mechel OAO, the
Russian metals and mining
company,
where
his
responsibilities
included
all
aspects of budgeting, forecasting
and financial modeling. Mr. Iorich
graduated from the University of
Zurich with a Masters of Arts
degree.

Dawid
Jakubowicz

Warsaw, Poland

Director

March 7, 2018

Mr. Jakubowicz is Director of
Portfolio Management of Kulczyk
Investments S.A.. He has been
with the Kulczyk Investments
group since 2010. Between 2010
and 2012 he performed duties of
Group Controller and Manager of
Controlling
in
portfolio
companies.
Mr. Jakubowicz
graduated from the university of
Economics in Poznan and holds
an MBA from the University of
Economics in Poznan and
Georgia State University (US).

Dominik
Libicki(3)

Warsaw, Poland

Director

September 1,
2016

Mr. Libicki is Chief Investment
Officer and Member of the
Management Board of Kulczyk
Investments S.A. Between 20012015 Dominik was the President
and CEO of Cyfrowy Polsat S.A.
the
largest
mediatelecommunication
group
in
Poland. He was also the VicePresident of the board of
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Name

Province /
Country of
Residence

Position with
the Company

Date of
Appointment

Principal Occupation(s)

Polkomtel and a member of the
supervisory board of Polsat
Television. In 2005-2008 (VicePresident during 2006 to 2008)
he was a member of the
supervisory board of Polska
Telefonia Cyfrowa (operator of
the mobile network Era, now TMobile).
Jim
Causgrove(1)(3)

Calgary,
Alberta, Canada

Director

September 28,
2017

Mr. Causgrove is an experienced
oil and gas executive with over
35 years of experience.
On
November
14,
2017,
Mr.
Causgrove was appointed Chief
Operating Officer of Harvest
Operation Corporation.
Since
1979 he worked for Chevron
Corporation and then Pengrowth
Energy Corporation.

Eleanor
Barker(1)(2)(3)

Toronto,
Ontario, Canada

Director

May 31, 2017

President of Barker Oil Strategies
since 2007. Director of Sterling
Resources Ltd. from 2014 until
2017. International oil analyst
with Toll Cross Securities Inc.
from 2012 until 2014.

Tracy Heck

Calgary,
Alberta, Canada

Chief Financial
Officer

January 1,
2014

Chief Financial Officer of the
Company since January 2014.
Director of Finance at the
Company from June 2012 until
January 2014.

Calvin
Brackman

Calgary,
Alberta, Canada

Vice President
External
Relations &
Strategy

March 17, 2017

Vice President of External
Relations & strategy since March
2017. Director of External
Relations of the Company from
November 2016 until March
2017. President at Brackman
Energy Consulting from January
2006 to November 2016.

Notes:
(1)
(2)
(3)

Member of Audit Committee.
Member of Compensation and Corporate Governance Committee.
Member of Reserves Committee.

As of the date of this AIF, the directors and executive officers of the Company, as a group, when taken
together with the shareholding of KI, beneficially own, or control or direct, directly or indirectly, an
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aggregate of 78,628,267 Common Shares, representing approximately 52.19% of the issued and
outstanding Common Shares on a non-diluted basis. The information as to Common Shares beneficially
owned, or controlled or directed, directly or indirectly, not being within the knowledge of the Company,
has been furnished by the respective individuals.
Cease Trade Orders, Bankruptcies, Penalties or Sanctions
No director or executive officer of the Company:
(a)

is, or has been within 10 years before the date of this AIF, a director, chief executive
officer or chief financial officer of any company that, while that person was acting in that
capacity:
(i)

was subject to a cease trade order, an order similar to a cease trade order or an
order that denied the relevant company access to any exemption under
securities legislation, that was issued while the proposed director was acting in
the capacity as a director, chief executive officer or chief financial officer; or

(ii)

was subject to a cease trade order, an order similar to a cease trade order or an
order that denied the relevant company access to any exemption under
securities legislation, that was issued after the proposed director ceased to be a
director, chief executive officer or chief financial officer and which resulted from
an event that occurred while he was acting in the capacity of a director, chief
executive officer or chief financial officer,

No director or executive officer or shareholder holding a sufficient number of securities of the Company to
materially affect control of the Company:
(a)

is, or has been within 10 years before the date of this AIF, a director, or executive officer
of any company 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 10 years before the date of this AIF, 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.

No director or executive officer or shareholder holding a sufficient number of securities of the Company to
materially affect control of the Company has been subject to:
(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.

53

Conflicts of Interest
As of the date of this AIF, KI holds 52.17% of the Company’s issued and outstanding Common Shares,
and three directors of the Company (Łukasz Rędziniak, Dawid Jakubowicz and Dominik Libicki) hold
senior executive positions with KI. KI’s business activities are varied, and include investments in
resource companies other than Serinus. There is, therefore, potential for a conflict of interest to arise.
AUDIT COMMITTEE INFORMATION
In response to National Instrument 52-110 Audit Committees (“NI 52-110”), the Company has established
terms of reference for its audit committee to address such items as: (a) the procedure to nominate the
external auditor and recommend its compensation; (b) the oversight of the external auditor’s work; (c) preapproval of non-audit services; (d) the review of financial statements, management’s discussion and
analysis and financial sections of other public reports requiring board approval; (e) the procedure to
respond to complaints respecting accounting, internal accounting controls or auditing matters and the
procedure for confidential, anonymous submission by employees of concerns regarding questionable
accounting or auditing matters; and (f) the review of the Company’s hiring policies towards present or
former employees or partners of the Company’s present or former external auditor. The terms of
reference for the Audit Committee are attached to this AIF as Appendix “D”.
Composition of the Audit Committee
The Audit Committee is comprised of Eleanor Barker, Evgenij Iorich and James Causgrove. Ms. Barker is
the chairman of the Audit Committee. Each of the members is “financially literate” and “financial experts”
as these terms are defined in section 1.6 of NI 52-110 and each of the members are independent
directors, as “independent” is defined in NI 52-110.
Reliance on Certain Exemptions
At no time since the commencement of the Company’s most recently completed financial year has the
Company relied on the exemption in section 2.4 (De Minimis Non-audit Services), section 3.2 (Initial
Public Offerings), section 3.3(2) (Controlled Companies), section 3.4 (Events Outside Control of Member),
section 3.5 (Death, Disability or Resignation of Audit Committee Member), section 3.6 (Temporary
Exemptions for Limited and Exceptional Circumstances), or section 3.8 (Acquisition of Financial Literacy)
or an exemption from this instrument in whole or in part, granted under Part 8 (Exemptions) of NI 52-110.
Audit Committee Oversight
At no time since the commencement of the Company’s most recently completed financial year has a
recommendation of the Audit Committee to nominate or compensate an external auditor not been
adopted by the board of directors.
Pre-Approval Policies and Procedures
The Audit Committee pre-approves engagements for non-audit services provided by the external auditors
or their affiliates, together with estimated fees and potential issues of independence.
External Auditor Service Fees (By Category)
Fiscal Year Ended December 31
Audit Fees(1)
Audit Related Fees(2)
Tax Fees(3)
All Other Fees(4)

2017
$430,721
$70,370
$156,264
$69,568
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2016
$474,122
$97,002
$197,857
$-

Notes:
(1)
(2)

(3)
(4)

Audit fees include amounts paid for the Company’s annual audit examination of consolidated financial statements,
together with fees paid to the Company’s auditors for their review of interim quarterly financial information.
Audit-Related Fees means the aggregate fees billed for assurance and related services by the issuer’s external auditor
that are reasonably related to the performance of the review of the issuer’s financial statements and are not reported
under Audit Fees.
Tax fees include amounts paid for income and other tax planning and compliance services.
All other fees include amounts paid for general accounting and tax advice relating to the Company’s continuance to
Jersey.

LEGAL PROCEEDINGS AND REGULATORY ACTIONS
The Company is not and has not been a party to, nor is any of the Company’s property the subject of and
has not been the subject of a legal proceeding for which disclosure is required in this section since the
beginning of the financial year ending December 31, 2017.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
To the best of the Company’s knowledge, there are no material interests, direct or indirect, of directors or
executive officers of the Company, any shareholder who beneficially owns, or controls or directs, directly
or indirectly, more than 10% of the outstanding common shares, or any known associate or affiliate of
such persons, in any transaction within the three most recently completed financial years of the Company
or during the current financial year which has materially affected, or is reasonably expected to materially
affect, the Company.
TRANSFER AGENT AND REGISTRAR
The registrar and transfer agent for the Common Shares is Computershare Trust Company of Canada at
its principal office in Calgary, Alberta.
MATERIAL CONTRACTS
The following is a list of material contracts required to be disclosed under National Instrument 51-102
Continuous Disclosure Obligations, which were entered into within the last financial year or are still in
effect as of the date hereof, broken down into contracts entered into in the ordinary course of business
and contracts entered into outside the ordinary course of business.
•

•

Material Contracts Entered into in the Ordinary Course of Business include:
o

The Shell Contract;

o

The Satu Mare Concession Agreement;

o

The Satu Mare Farm Out Agreement; and

o

The EPPC Contract for the construction of the Moftinu Gas Development Project.

Material Contracts Entered into Outside the Ordinary Course of Business include:
o

The EBRD Loan Facility – Tunisia; and

o

The Amended EBRD Loan Agreements.
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INTERESTS OF EXPERTS
KPMG LLP, Chartered Accountants (the auditors of the Company) prepared an auditors’ report on the
consolidated balance sheets of the Company as at December 31, 2017, and the consolidated statement
of operations and retained earnings and cash flows for the year then ended, which auditor’s report relates
to the most recently completed fiscal year of the Company. As of March 20, 2018, KPMG LLP, Chartered
Accountants have reported that they are independent in accordance with the rules of professional
conduct of the Institute of Chartered Accountants of Alberta.
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Information relating to the proved, probable and possible reserves of the Company in Tunisia and
contingent resources in Romania included in this AIF were evaluated by RPS, as an independent third
party qualified reserves evaluators. As of the date hereof, to the knowledge of the Company, the partners,
employees and associates of RPS, as a group, own, directly or indirectly, less than 1% of the outstanding
Common Shares.
ADDITIONAL INFORMATION
Additional information regarding the Company may be found on SEDAR at www.sedar.com. In particular,
additional information, including director’s and officer’s remuneration and indebtedness, the principal
holders of Common Shares and the securities authorized for issuance under equity compensation plans,
is contained in the Company’s information circular dated April 28, 2017 relating to the annual meeting of
shareholders on May 31, 2017. Additional financial information is provided in the audited consolidated
financial statements of the Company as at, and for the year ended, December 31, 2017 and
management’s discussion and analysis for the financial year ended December 31, 2017.
ABBREVIATIONS
bbl

Barrel(s)

bbl/d

Barrels per day

boe

Barrels of Oil Equivalent

boe/d

Barrels of Oil Equivalent per day

Mcf

Thousand Cubic Feet

Mcf/d

Thousand Cubic Feet per day

MMcf

Million Cubic Feet

MMcf/d

Million Cubic Feet per day

Mcfe

Thousand Cubic Feet Equivalent

Mcfe/d

Thousand Cubic Feet Equivalent per day

UAH

Ukrainian Hryvnia

Mcm/d

Thousand Cubic Metres per day

CAD

Canadian Dollar

USD

U.S. Dollar

Certain crude oil and natural gas liquids volumes have been converted to Mcfe or MMcfe on the basis of
one bbl to six Mcf. Also, certain natural gas volumes have been converted to boe or Mboe on the same
basis.
A conversion ratio of one bbl of crude oil or natural gas liquids to six Mcf of natural gas is based on an
energy equivalency conversion method primarily applicable at the burner tip and does not necessarily
represent value equivalency at the wellhead.
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CURRENCY PRESENTATION AND EXCHANGE RATE DATA
Unless otherwise indicated, references herein to “$”, “US$”, “U.S. dollars” or “dollars” are to United States
dollars. References to “PLN” are to Polish Zlotys.
Canadian Dollar
(CAD$) to US$1.00

Polish Zloty
(PLN) to US$1.00

[Source: Bank of Canada]

[Source: OFX]

2015
Year-end
Average
Annual high
Annual low

1.3840
1.2787
1.3990
1.1728

3.9011
3.7701
4.0400
3.5550

2016
Year-end
Average
Annual high
Annual low

1.3427
1.3248
1.4589
1.2544

4.1793
3.9435
4.2493
3.7193

2017
Year-end
Average
Annual high
Annual low

1.2545
1.2986
1.3743
1.2128

3.4808
3.7599
4.2181
3.4741
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APPENDIX A
FORM 51-101F1 – STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS
INFORMATION

A-1

APPENDIX A
STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS INFORMATION
(Form 51-101F1)

For the Year Ended December 31, 2017

March 29, 2018
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Part 1 – Introduction
The effective date of the information being provided in this statement is December 31, 2017 unless otherwise indicated. The preparation date of such information
is March 9, 2018 for both the Tunisia and Romania reserve evaluations.
In accordance with National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities, the tables contained in this filing are a summary of the oil and
natural gas reserves and the value of future net revenue of Serinus Energy Inc. (the "Company", “Serinus” or “SEN”) as evaluated by RPS Energy (“RPS”)
effective as at December 31, 2017, based on their reports (the “RPS Reports”). RPS is an independent qualified reserves evaluator and auditor.
The RPS Report dated March 19, 2018 evaluated the reserves of Winstar Tunisia B.V., an indirect 100% owned subsidiary of the Company. Winstar Tunisia owns
and operates five concessions and permits in Tunisia.
The RPS Report dated March 19, 2018 evaluated the resources of Winstar Satu Mare S.A., an indirect 100% owned subsidiary of the Company. Winstar Satu
Mare owns and operates the Satu Mare license in northwest Romania.
It should not be assumed that the undiscounted or discounted net present value of future net revenue attributable to the Company’s reserves
estimated by RPS represent the fair market value of those reserves. The recovery and reserve estimates of the Company’s natural gas and
natural gas liquids reserves provided are estimates only and there is no guarantee that the estimated reserves will be recovered. Actual reserves may
be greater than or less than the estimates provided.
In preparing this report, RPS relied upon certain factual information and data furnished by the Company with respect to ownership interests, natural gas and
natural gas liquids production, historical costs of operation and development, product prices, agreements relating to current and future operations, sales of
production, and other relevant data. The extent and character of all factual information and data supplied were relied upon by RPS in preparing their report and
was accepted as represented without independent verification. RPS relied upon representations made by the Company as to the completeness and
accuracy of the data provided and that no material changes in the performance of the properties has occurred nor is expected to occur, from that which was
projected in this report, between the date that the data was obtained for this evaluation and the date of this report, and that no new data has come to light that may
result in a material change to the evaluation of the reserves presented in this report.
The evaluation has been conducted within RPS’s understanding of petroleum legislation, taxation and other regulations that currently apply to these interests.
The evaluation reflects RPS’s informed judgment based on the Canadian Oil and Gas Evaluation Handbook Standards, but is subject to generally
recognised uncertainties associated with the interpretation of geological, geophysical and engineering data. The reported hydrocarbon resource volumes are
estimates based on professional engineering judgment and are subject to future revisions, upward or downward, as a result of future operations or as additional
information become available.
Advisories – Future Net Revenues
The estimates of future net revenues in the tables below represent the fair market value of the reserves. There is no assurance that the forecast prices and cost
assumptions will be attained and material variances could result. There is no guarantee that the estimates for oil, natural gas and natural gas liquid reserves
provided will be recovered. Actual oil, natural gas and natural gas liquid volumes recovered may be greater or less than the estimates provided.

3

Part 2 – Disclosure of Reserves Data
The following tables are prepared from information contained in the RPS Report as of December 31, 2017. Some of the numbers in the tables may not add due to
rounding.
Reserves Data
FORM 51-101F1

TABLE 2.1.1
SUMMARY OF OIL AND GAS RESERVES
as of December 31, 2017
FORECAST PRICES AND COSTS

RESERVE CATEGORY
ROMANIA (Company Working Interest)
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
Developed
Undeveloped
TOTAL PROBABLE
TOTAL PROVED PLUS PROBABLE
TUNISIA (Company Working Interest)
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
Developed
Undeveloped
TOTAL PROBABLE
TOTAL PROVED PLUS PROBABLE
TOTAL COMPANY
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
Developed
Undeveloped
TOTAL PROBABLE
TOTAL PROVED PLUS PROBABLE

LIGHT AND MEDIUM
Crude OIL
Gross
(Mbbl)
Net (Mbbl)

RESERVES
Conventional Natural
Gas

HEAVY OIL
Gross
(Mbbl)

Net (Mbbl)

Gross
(MMscf)

Net
(MMscf)

Natural Gas Liquids
Gross
(Mbbl)

Net (Mbbl)

-

-

-

-

6,111
6,111

5,666
5,666

12.5
12.5

12.0
12.0

-

-

-

-

8,687
8,687
14,797

8,049
8,049
13,715

26.5
26.5
38.9

25.5
25.5
37.6

438
692
802
1,932

385
590
720
1,696

-

1,028
1,544
1,888
4,459

945
1,326
1,758
4,030

-

-

1,245
3,799
5,043
6,976

1,067
3,350
4,417
6,113

-

-

2,731
8,939
11,670
16,129

2,372
8,241
10,613
14,642

-

-

438
692
802
1,932

385
590
720
1,696

-

-

1,028
1,544
7,998
10,570

945
1,326
7,425
9,696

12.5
12.5

12.0
12.0

1,245
3,799
5,043
6,976

1,067
3,350
4,417
6,113

-

-

2,731
17,626
20,357
30,927

2,372
16,290
18,661
28,358

26.5
26.5
38.9

25.5
25.5
37.6

-

Notes: See definitions of “proved” and “probable” reserves on page 9 of this document.
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TABLE 2.1.2

FORM 51-101F1

NET PRESENT VALUE OF FUTURE NET REVENUE
as of December 31, 2017
FORECAST PRICES AND COSTS
(US$ millions)

NET PRESENT VALUE OF FUTURE NET REVENUE
BEFORE INCOME TAXES
15%
10%
5%

RESERVE CATEGORY
0%

20%

5%

0%

AFTER INCOME TAXES
15%
10%

20%

ROMANIA
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
Developed
Undeveloped
TOTAL PROBABLE
TOTAL PROVED PLUS PROBABLE

11.8
11.8
44.3
44.3
56.2

10.8
10.8
39.5
39.5
50.4

9.9
9.9
35.5
35.5
45.4

9.1
9.1
32.0
32.0
41.2

8.4
8.4
29.1
29.1
37.5

11.8
11.8
40.3
40.3
52.1

10.8
10.8
35.9
35.9
46.7

9.9
9.9
32.2
32.2
42.1

9.1
9.1
29.0
29.0
38.2

8.4
8.4
26.3
26.3
34.7

TUNISIA (Company Working Interest)
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
Developed
Undeveloped
TOTAL PROBABLE
TOTAL PROVED PLUS PROBABLE

(2.9)
(3.7)
23.4
16.8
16.2
198.9
215.2
231.9

(0.3)
2.2
16.0
18.0
35.8
123.8
159.6
177.6

1.4
5.2
10.7
17.3
30.2
79.2
109.4
126.6

2.4
6.6
6.9
15.9
23.3
53.5
76.8
92.7

3.1
7.1
4.2
14.3
17.9
37.9
55.8
70.1

(7.7)
(6.6)
9.3
(4.9)
1.1
85.2
86.3
81.4

(4.5)
0.1
6.6
2.2
25.1
61.1
86.2
88.4

(2.4)
3.6
4.3
5.5
22.3
39.7
62.0
67.5

(1.0)
5.4
2.5
6.9
17.3
26.5
43.7
50.6

(0.1)
6.2
1.1
7.2
13.1
18.4
31.5
38.7

TOTAL COMPANY
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
Developed
Undeveloped
TOTAL PROBABLE
TOTAL PROVED PLUS PROBABLE

(2.9)
(3.7)
35.2
28.6
16.2
243.3
259.5
288.1

(0.3)
2.2
26.9
28.8
35.8
163.4
199.2
227.9

1.4
5.2
20.7
27.2
30.2
114.7
144.9
172.1

2.4
6.6
16.0
25.0
23.3
85.6
108.8
133.9

3.1
7.1
12.6
22.7
17.9
67.0
84.9
107.6

(7.7)
(6.6)
21.1
6.9
1.1
125.5
126.6
133.5

(4.5)
0.1
17.5
13.1
25.1
97.0
122.1
135.1

(2.4)
3.6
14.3
15.5
22.3
71.9
94.2
109.7

(1.0)
5.4
11.6
16.0
17.3
55.5
72.8
88.8

(0.1)
6.2
9.5
15.7
13.1
44.7
57.8
73.5

Notes: See definitions of “proved” and “probable” reserves on page 9 of this document.
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FORM 51-101F1

TABLE 2.1.3a
TOTAL FUTURE NET REVENUE (UNDISCOUNTED)
as of December 31, 2017
FORECAST PRICES AND COSTS

RESERVE CATEGORY

ROMANIA
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
Developed
Undeveloped
TOTAL PROBABLE
TOTAL PROVED PLUS PROBABLE

TUNISIA (Company Working Interest)
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
Developed
Undeveloped
TOTAL PROBABLE
TOTAL PROVED PLUS PROBABLE

TOTAL COMPANY
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
Developed
Undeveloped
TOTAL PROBABLE
TOTAL PROVED PLUS PROBABLE

REVENUE

ROYALTIES

OTHER
REVENUE

OPERATING
COSTS

DEVELOPMENT
COSTS

ABANDONMENT COSTS

(MM$US)

(MM$US)

(MM$US)

(MM$US)

(MM$US)

(MM$US)

FUTURE NET
INCOME TAXES
FUTURE NET
REVENUE
REVENUE
BEFORE
AFTER INCOME
INCOME TAXES
TAXES
(MM$US)

(MM$US)

(MM$US)

38.1
38.1

2.7
2.7

-

6.9
6.9

14.5
14.5

2.2
2.2

11.8
11.8

-

11.8
11.8

57.7
57.7
95.8

4.2
4.2
6.9

-

9.0
9.0
15.9

.1
.1
14.5

.1
.1
2.3

44.3
44.3
56.2

4.0
4.0
4.0

40.3
40.3
52.1

37.0
59.7
77.5
174.3

4.1
8.7
7.5
20.2

-

21.3
24.8
17.9
64.0

1.8
4.2
24.9
30.9

12.8
25.8
3.8
42.4

(2.9)
(3.7)
23.4
16.8

4.8
2.8
14.1
21.7

(7.7)
(6.6)
9.3
(4.9)

142.4
452.1
594.5
768.7

20.2
50.2
70.4
90.6

-

106.8
162.8
269.6
333.6

23.0
23.0
53.9

(.8)
17.1
16.3
58.7

15.1
113.8
128.9
150.6

1.1
85.2
86.3
81.4

37.0
59.7
115.5
212.3

4.1
8.7
10.2
23.0

-

21.3
24.8
24.8
70.8

1.8
4.2
39.4
45.4

12.8
25.8
6.0
44.6

4.8
2.8
14.1
21.7

(7.7)
(6.6)
21.1
6.9

142.4
509.8
652.2
864.5

20.2
54.4
74.5
97.5

-

106.8
171.9
278.6
349.5

23.1
23.1
68.4

(.8)
17.2
16.4
60.9

16.2
198.9
215.2
231.9

(2.9)
(3.7)
35.2
28.6
16.2
243.3
259.5
288.1

15.1
117.8
132.9
154.6

1.1
125.5
126.6
133.5

Notes: See definitions of “proved” and “probable” reserves on page 9 of this document.
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FORM 51-101F1

TABLE 2.1.3c-i
FUTURE NET REVENUE BY PRODUCTION GROUP
as of December 31, 2017
FORECAST PRICES AND COSTS
FUTURE NET REVENUE BY PRODUCTION
GROUP BEFORE INCOME TAXES
Net present value discounted at 10% per year
LIGHT AND MEDIUM CONVENTIONAL Natural
CRUDE OIL (including Gas (including by-products
solution gas and other bybut excluding solution gas
products)
from oil wells)

RESERVE CATEGORY

($US Millions)

ROMANIA (Company Working Interest)
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

-

TUNISIA (Company Working Interest)
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

1.4
5.2
10.7
17.3
109.4
126.6

TOTAL COMPANY
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

1.4
5.2
10.7
17.3
109.4
126.6

($US Millions)

9.9
9.9
35.5
45.4

-

9.9
9.9
35.5
45.4

Notes: See definitions of “proved” and “probable” reserves on page 9 of this document.
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FORM 51-101F1

TABLE 2.1.3c-ii
FUTURE NET REVENUE (UNIT VALUE BASIS) BY PRODUCTION GROUP
as of December 31, 2017
FORECAST PRICES AND COSTS
FUTURE NET REVENUE BY PRODUCTION
GROUP BEFORE INCOME TAXES
Net present value discounted at 10% per year
LIGHT AND MEDIUM CONVENTIONAL Natural
CRUDE OIL (including Gas (including by-products
solution gas and other bybut excluding solution gas
products)
from oil wells)

RESERVE CATEGORY

($US/bbl)

($US/Mcf)

ROMANIA (Company Working Interest)
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

-

TUNISIA (Company Working Interest)
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

3.60
8.79
14.87
10.19
24.76
20.72

TOTAL COMPANY
PROVED
Developed Producing
Developed Non Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

3.60
8.79
14.87
10.19
24.76
20.72

1.76
1.76
4.41
3.31

-

-

Notes: See definitions of “proved” and “probable” reserves on page 9 of this document.
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Notes to Evaluation of Reserves and Future Net Revenues:
1.

"Gross Reserves" are the Company's working interest (operated or non-operated) share before deduction of royalties and without including any
royalty interests of the Company. "Net Reserves" are the Company's working interest (operated or non-operated) share after deduction of royalty
obligations, plus the Company's royalty interests in reserves.

2.

"Proved" reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. There is a 90% probability that the
actual remaining quantities recovered will equal or exceed the estimated proved reserves.

3.

"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.

4.

"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.

5.

"Developed Producing" reserves are those reserves that are expected to be recovered from completion intervals open 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.

6.

"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.

7.

"Undeveloped" reserves are those reserves expected to be recovered from known accumulations where a significant expenditure (for
example, 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) to which they are assigned.

8.

“Contingent Resources” are defined as those quantities of petroleum estimated, on a given date, to be potentially recoverable from known
accumulations using established technology or technology under development, but which are not currently considered to be commercially
recoverable due to one or more contingencies. Contingencies may include factors such as economic, legal, environmental, political and regulatory
matters or a lack of markets. It is also appropriate to classify as "contingent resources" the estimated discovered recoverable quantities associated
with a project in the early project stage.
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Part 3 - Pricing Assumptions
The following table details the benchmark reference prices used in the evaluation of the properties in which the Company had reserves as at December 31,
2017, and are reflected in the reserves data disclosed above under “Part 2 – Disclosure of Reserves Data”. Forecast prices are provided by RPS, which is
an independent qualified reserves evaluator and auditor. The forecast price assumptions assume the continuance of current laws and regulations and take
into account inflation with respect to future operating and capital costs. Tunisia oil forecast prices are based on correlations of historical sales of Serinus
crude liftings and gas sales to Brent and natural gas prices. For the Tunisia oil price, an average differential of minus $1.30/bbl applied to calculate the
sales price. Romanian future gas prices are forecast by correlating the historical European gas price to Brent oil prices, then referencing the January 1
,2018 RPS forecast for Brent Crude. The gas price was calibrated to the Serinus draft gas sales agreement contract for Moftinu gas sales, which specifies
a price of RON 65.0 per MW-h. A sales gas heating value of 1,100 Btu/scf was included, as estimated through Serinus Energy’s facility simulation model.
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Part 4 – Reconciliation of Changes in Reserves
The following table sets forth a reconciliation of the year over year changes in the Company's gross reserves based on the forecast price and cost assumptions
stated on page 11 of this document:
FORM 51-101F1

TABLE 4.1
RECONCILIATION OF COMPANY GROSS RESERVES
BY PRINCIPAL PRODUCT TYPE
FORECAST PRICES AND COSTS

FACTORS

LIGHT AND MEDIUM CRUDE OIL

CONVENTIONAL NATURAL GAS

Gross Proved

Gross Probable

Gross Proved +
Probable

Gross Proved

Gross Probable

Gross Proved +
Probable

(Mbbl)

(Mbbl)

(Mbbl)

(MMscf)

(MMscf)

(MMscf)

ROMANIA
December 31, 2016
Extensions & Improved Recovery
Technical Revisions
Reclassifications
Discoveries
Acquisitions
Dispositions
Economic Factors
Production + Inventory changes
December 31, 2017
TUNISIA (Company Working Interest)
December 31, 2016
Extensions & Improved Recovery
Technical Revisions
Reclassifications
Discoveries
Acquisitions
Dispositions
Economic Factors
Production + Inventory changes
December 31, 2017

-

-

-

6,111
6,111

2,247
(147)
17
(109)
25
(100)
1,932

5,169
(213)
339
(147)
(104)
5,043
-

7,416
(361)
356
(256)
(79)
(100)
6,976

5,587
(1,079)
134
(84)
148
(246)
4,459

14,454.70
(2,340.98)
109.09
(132.29)
(420.23)
11,670.29
-

20,042
(3,420)
243
(217)
(273)
(246)
16,129

TOTAL COMPANY
December 31, 2016
Extensions & Improved Recovery
Technical Revisions
Reclassifications
Discoveries
Acquisitions
Dispositions
Economic Factors
Production + Inventory changes
December 31, 2017

2,247
(147)
17
(109)
25
(100)
1,932

5,169
(213)
339
(147)
(104)
5,043

7,416
(361)
356
(256)
(79)
(100)
6,976

5,587
(1,079)
134
6,026
148
(246)
10,570

14,454.70
(2,340.98)
109.09
8,554.36
(420.23)
20,356.94

20,042
(3,420)
243
14,581
(273)
(246)
30,927

8,687
8,687

14,797
14,797

Notes: See definitions of “proved” and “probable” reserves on page 9 of this document.
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Part 5 – Additional Information Relating to Reserves Data
Undeveloped Reserves (all volumes reported in this section are done so on a consolidated net basis, ie, after the deduction of royalties)
Proved Undeveloped Reserves
The proved undeveloped net reserves of the Company as at December 31, 2017 were 720 Mbbl of light and medium oil, 7,425 MMcf of natural gas, and 12 Mbbl
natural gas liquids for a total of 1,970 Mboe of proved undeveloped reserves.
The Company attributes proved undeveloped reserves on the basis of those reserves expected to be recovered from known accumulations where significant
expenditure (eg. when compared to the cost o f drilling a well) is required to render them capable of production. "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. The Company’s plan is to develop its proven undeveloped reserves over the next two years through techniques including stimulation treatments
(including fracture stimulations, selective acidizing), dual completions, and further drilling.
Probable Reserves
The probable net reserves of the Company as at December 31, 2017 were 4,417 Mbbl of light and medium oil, 26 Mbbl of natural gas liquids and 18,661 MMcf of
natural gas for a total of 7,553 Mboe of probable reserves.
The Company attributes probable reserves on the basis of those reserves expected to be recovered from known accumulations where significant expenditure
(eg. when compared to the cost of drilling a well) is required to render them capable of production. "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. The Company’s plan is to develop its probable undeveloped reserves through further drilling, and techniques
including stimulation treatments (including frac’s, selective acidizing) and dual completions.
The Company presently anticipates that it will commence development of its probable undeveloped reserves within the next two years.
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Gross Proved and Probable Undeveloped Reserves
The tables below outline the gross proved and probable undeveloped reserves and show undeveloped reserve additions resulting from activity such as
discoveries, improved recovery and/or extensions in the year when the event occurred.

Table 5.1: Summary of Gross Proved Undeveloped Reserves
Light and Medium Crude Oil

Natural Gas Liquids

Coventional Natural Gas

First Attributed
(Gross Mstb)

Booked
(Gross Mstb)

First Attributed
(Gross Mstb)

Booked
(Gross Mstb)

First Attributed
(Gross MMcf)

Booked
(Gross MMcf)

Prior to 2015
2015
2016
2017

0
0
0
0

0
0
0
0

0
0
0
12

0
0
12

0
0
0
6,111

0
0
0
6,111

Prior to 2015
2015
2016
2017

963
0
0
0

1,066
848
699
802

0
0
0

0
0
0

1,889
0
0
0

2,478
1,806
1,641
1,888

Prior to 2015
2015
2016
2017

963
0
0
0

1,066
848
699
802

0
0
0
12

0
0
0
12

1,889
0
0
6,111

2,478
1,806
1,641
7,998

ROMANIA (Company Working Interest)

TUNISIA (Company Working Interest)

TOTAL COMPANY

Table 5.2: Summary of Gross Probable Undeveloped Reserves
Light and Medium Crude Oil

Natural Gas Liquids

Coventional Natural Gas

First Attributed
(Gross Mstb)

Booked
(Gross Mstb)

First Attributed
(Gross Mstb)

Booked
(Gross Mstb)

First Attributed
(Gross MMcf)

Booked
(Gross MMcf)

Prior to 2015
2015
2016
2017

0
0
0
0

0
0
0
0

0
0
0
26

0
0
0
26

0
0
0
8,687

0
0
0
8,687

Prior to 2015
2015
2016
2017

1,417
0
0
0

5,108
3,326
4,944
5,043

0
0
0
0

158
189
0
0

2,601
0
0
0

12,704
7,255
10,963
8,939

Prior to 2015
2015
2016
2017

1,417
0
0
0

5,108
3,326
4,944
5,043

0
0
0
26

158
189
0
26

2,601
0
0
8,687

12,704
7,255
10,963
17,626

ROMANIA (Company Working Interest)

TUNISIA (Company Working Interest)

TOTAL COMPANY
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Significant Factors or Uncertainties Affecting Reserves Data
The estimation of reserves requires significant judgment and decisions based on available geological, geophysical, engineering and economic data. These
estimates can change substantially as additional information from ongoing development activities and production performance becomes available and as
economic and political conditions impact oil and gas prices and costs change. The Company’s estimates of its reserves are based on current production
forecasts, prices and economic conditions. All of the Company’s reserves have been evaluated by RPS, an independent engineering firm.
As circumstances change and additional data becomes available, reserve estimates also change. Based on new information, reserves estimates are reviewed
and revised, either upward or downward, as warranted. Although every reasonable effort has been made by the Company to ensure that the estimates of its
reserves are accurate, revisions may arise as new information becomes available. As new geological, production and economic data is incorporated into the
process of estimating reserves, the accuracy of the reserves estimate improves.
Certain information regarding the Company set forth in this report, including management’s assessment of the Company’s future plans and operations contain
forward-looking statements that involve substantial known and unknown risks and uncertainties. These risks include, but are not limited to: commodity prices
and exchange rates; oil and gas industry related risks that could include, but are not limited to, operational risks in exploration, development and production,
delays or changes in plans; risks associated with the uncertainty of reserve estimates; health and safety risk; political, social, fiscal, legal and economic risks; the
effects of regulations (including environmental regulation) and changes in regulatory regimes; and the uncertainty of estimates and projections of production,
costs and expenses. Competition from other producers, the lack of available qualified personnel or management, stock market volatility and ability to
access sufficient capital from internal and external sources are additional risks the Company faces in this market. (See the “Risk Factors” section contained
within the Company’s AIF filed under the Company’s SEDAR profile (www.sedar.com). The Company’s actual results, performance or achievements could
differ materially from those expressed in, or implied by, these forward looking statements and accordingly, no assurance can be given that any events
anticipated by the forward looking statements will transpire or occur, and if any of them do, what benefits the Company may derive therefrom. The reader is
cautioned not to place undue reliance on this forward looking information.
The Company anticipates that any future exploration and development costs associated with its reserves will be financed primarily through internally-generated
cash flow. However, the Company may consider debt and equity financing if deemed appropriate.
In Tunisia, the gas is marketed to the State Oil company, Societé Tunisienne de l’Electricite et du Gaz (“STEG”). Natural gas prices are tied to the 9 month trailing
average of low sulphur heating oil, also benchmarked to Brent crude.
The Company does not have any hedges in place.
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Future Development Costs
The following tables show the development costs anticipated in the next five years, which have been deducted in the estimation of the future net revenues of the
proved and probable reserves.
FORM 51-101F1

TABLE 5.3

SUMMARY OF ESTIMATED DEVELOPMENT COSTS
ATTRIBUTABLE TO RESERVES
USING FORECAST PRICES AND COSTS
ESTIMATED DEVELOPMENT COSTS
($US millions)
TOTAL PROVED
ROMANIA (Company Working Interest)
2018
2019
2020
2021
2022

TOTAL PROVED +
PROBABLE

11.04
3.44
-

11.04
3.51
-

14.48

14.54

4.90
2.71
11.50
11.79
-

4.90
13.99
11.50
23.52
-

Total all years

30.90

53.91

TOTAL COMPANY
2018
2019
2020
2021
2022

15.94
6.15
11.50
11.79
-

15.94
13.99
15.01
23.52
-

Total all years

45.38

68.45

Total all years
TUNISIA (Company Working Interest)
2018
2019
2020
2021
2022

The Company’s current cash balance, internally-generated cash flow and future debt and equity placements will allow the Company to complete the
development costs specified above. The effect of the costs of the Company’s expected financing activities are anticipated to have a minimal impact on the
revenues or reserves currently being reported.
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Part 6 – Other Oil and Gas Information
Oil and Gas Properties and Wells
In Tunisia, the Company has 2 (1.45 net) Central Production Facilities and 1 single well battery. None of these facilities have any form of relinquishment,
surrender, back-in or change in ownership to which they are subject. The following table sets forth the number of oil or natural gas wells in which the Company
held a working interest as at December 31, 2017:
Table 6.1

Tunisia
Producing
Non-producing
Romania
Producing
Non-producing
TOTAL

OIL

NATURAL GAS

Gross

Net

Gross

Net

5
21

2.25
19.9

-

-

26

22.15

4
4

4
4

Properties with No Attributed Reserves
Romania
The Satu Mare Concession has an inventory of exploration and appraisal locations that are expected to be drilled in future years. There can be no certainty that
any of these wells will result in the discovery of recoverable reserves in commercial quantities.
For the foreseeable future, the Company will be conducting exploration activities such as seismic acquisition programs and exploratory drilling that will require third
party services. The market for the provision of such services in Romania is relatively limited, with the consequence that these services may be secured at a cost
that does not reflect a market where such services are more broadly available, and therefore more competitively priced.
Tunisia
The Zinnia field has remained shut-in since September 2008 due to an ESP failure. Serinus planned to install a jet pump to resume production from the well ZNN2D in 2014, but it did not happen due to being uneconomic in the deteriorating market. The producing reservoir is the Abiod Formation of Late Cretaceous, largely
chalky limestone. The last report reserve volumes were done by RPS at the end of 2013.
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RPS has not reassessed the Zinnia field since its 2013 report and RPS advised the Company in 2014 that upon re-evaluation, it would reclassify the Zinnia field
resources as Contingent Resources in the Development Unclarified sub-category with resource volumes unchanged from those reported at year end 2013, due to
the lack of activity in reactivating the wells and facility. The Zinnia field is shut in currently as it is uneconomic in current market. The Company may reactivate the
facility and the wells in the future, at which time it expects such contingent Resources will be restored to Reserves classification.
Volumes from the Sanghar and Ech Chouech fields have been reclassified from Reserves to Contingent Resources in the 2017 reserve report as of December
31, 2017. Further details are provided under Appendix A.1.
Forward Contracts
The Company has no forward contracts.
Tax Horizon
The Company is currently taxable in Tunisia and is expected to continue to be currently taxable hereafter. The Company is expected to become taxable in
Romania in 2018 with the start of production of the Moftinu Gas Development Project.
Costs Incurred
During the year ended 31 December 2017, the Company incurred capital expenditures of $8.9 million on its oil and natural gas properties. The following table
reflects the Company’s capital expenditures by country and type (in thousands of US$’s):

Table 6.6

Romania
Tunisia
Total

Property Acquisition Costs
Proved Properties
Unproved Properties
($M)
-

Exploration Costs
($M)
-

($M)
8,431
8,431

Development Costs
($M)
19
401
420

Exploration and Development Activities
There was no drilling activity in Tunisia, Romania or any other jurisdiction in which the Company owns assets during the year ended December 31, 2017.
F urther exploration and development drilling is anticipated to occur in Romania in 2018. There were no service wells or stratigraphic test wells drilled during
2017.
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Additional Information Concerning Abandonment and Reclamation Costs
The estimated abandonment and restoration costs used by RPS are based on discussions with the Company’s engineering personnel who, in turn, evaluated
information provided by field based and technical personnel with experience in the fields in Tunisia and Romania. The Company expects to incur abandonment
and reclamation costs for 25 wells (20.6 net wells), and expects to incur zero to minimal abandonment and restoration costs in the next three years in Tunisia. For
the Satu Mare field in Romania, the Company expects to incur abandonment and reclamation costs for 5 wells and expects to incur zero to minimal abandonment
and restoration costs in the next three years. All future abandonment and reclamation costs are deducted in determining Future Net Revenues and have been
included in the RPS report.

Table 6.4

Year

Total Proved
Estimated Using Forecast
Prices and Costs(1)
(Undiscounted)
($MM)

Total Proved
Estimated Using
Forecast Prices and
Costs(1) (10%
Discounted)
($MM)

Total Proved Plus
Probable Estimated Using
Forecast Prices and
Costs(1) (Undiscounted)
($MM)

Total Proved Plus
Probable Estimated Using
Forecast Prices and
Costs(1) (10% Discounted)
($MM)

-

-

-

-

42.4
42.4

16.7
16.7

58.7
58.7

1.3
1.3

-

-

-

-

2.2
2.2

1.8
1.8

2.3
2.3

1.5
1.5

-

-

-

-

44.6
44.6

18.5
18.5

61.0
61.0

2.8
2.8

Tunisia
2018
2019
2020
Total for three years
Remainder
Total for all years
Romania
2018
2019
2020
Total for three years
Remainder
Total for all years
Total Corporate
2018
2019
2020
Total for three years
Remainder
Total for all years
Note (1): Costs are net of estimated salvage value;
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Production Estimates
The following table is a summary of the gross (prior to royalties) volume of the Company’s estimated production for 2018, which is reflected in the estimate of
future net revenue in the RPS Report based on forecast prices and costs.
Table 6.8

Light and Medium Oil
(Mbbl)

Conventional Natural Gas
(MMcf)

Natural gas liquids
(Mbbl)

–

2,618.8

6.9

–

2,618.8

6.9

Tunisia 2018 gross production estimates
Significant fields:
Sabria
Chouech Essaida

167.6

363.4

–

118.4
49.2

276.4
87.0

–
–

Total Company 2018 gross production estimates

167.6

2,982.2

6.9

Romania 2018 gross production estimates
Significant fields:
Satu Mare

Production History
The following table sets forth the Company’s working interest share (before the deduction of royalties) of total production volume, and for each significant field for
the year ended December 31, 2017.
Light and Medium Oil /
Natural gas liquids
(Mbbl)

Conventional Natural Gas
(MMcf)

Oil Equivalent
(Mboe)

Tunisia production volume
Significant fields:
Sabria
Chouech Essaida

101.8

212.2

137.2

96.5
5.3

212.2
-

131.9
5.3

Total production volume

101.8

212.2

137.2

Table 6.9-2b
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The following table sets forth the Company’s average production volumes and unit prices received, royalties, operated expenses and netbacks received for the
periods indicated.
FORM 51-101F1

TABLE 6.9
SUMMARY OF
2017 COMPANY SHARE OF PRODUCTION AND NETBACKS

LIGHT AND MEDIUM CRUDE OIL

RESERVE CATEGORY
TUNISIA (Company Working Interest)
Company share of daily production
(Bbl/d or Mscf/d before deduction of royalties)
Average ($/bbl, or $/Mcf)
Price received
Royalties paid
Production costs
Netback
Total Annual Production
(Mbbl or MMscf before deduction of royalties)

Q1

525

Q2

244

50.89
(4.91)
(27.39)
18.59

47.25
(4.58)
(38.27)
4.40

47.3

22.2

Q3

Q4

65

50.00
(4.85)
(71.88)
(26.73)

6.0

287

Conventional Natural Gas
Total
Year

279

Q1

Q2

1,037

509

Q3

136

Q4

Total
Year

652

581

56.43
(5.38)
(48.43)
2.62

51.48
(4.96)
(37.96)
8.56

5.85
(0.82)
(4.57)
0.47

6.32
(0.76)
(6.38)
(0.82)

6.71
(0.81)
(11.98)
(6.08)

6.73
(0.90)
(8.07)
(2.24)

6.25
(0.83)
(6.33)
(0.90)

26.1

101.6

93.3

46.3

12.5

59.3

211.5
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Part 7 – Disclosure of Contingent Resources Data
See Appendix A.1.

Part 8 – Notes
Abbreviations

The abbreviations set forth below have the following meanings:
bbl
boe
Mcf
MMcf
Mcfe
MMcfe
Mboe
MMboe
m3
$MM

Barrel(s)
Barrels of Oil Equivalent
Thousand Cubic Feet
Million Cubic Feet
Thousand Cubic Feet Equivalent
Million Cubic Feet Equivalent
Thousand boe
Million boe
Cubic metre
Millions of Dollars

bbl/d
boe/d
Mcf/d
MMcf/d
Mcfe/d
MMcfe/d
Bcf
Mcm
$M

Barrels per day
Barrels of Oil Equivalent per day
Thousand Cubic Feet per day
Million Cubic Feet per day
Thousand Cubic Feet Equivalent per day
Million Cubic Feet Equivalent per day
Billion Cubic Feet
Thousand Cubic Metres
Thousands of Dollars

Conversion Factors
The following table sets out certain conversion factors between Standard Imperial Units and the International System of Units (SI)
To Convert From

To

Multiply By

feet
metres
miles
kilometres
acres
hectares
kilograms
pounds

metres
feet
kilometres
miles
hectares
acres
pounds
kilograms

0.305
3.281
1.609
0.621
0.405
2.471
2.205
0.454
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To Convert From

To

Multiply By

Mcf
thousand cubic metres
bbl
cubic metres
psi
kilopascals

thousand cubic metres
Mcf
cubic metres
bbl
kilopascals
psi

0.028
35.494
0.159
6.29
6.895
0.145

Use of Equivalence
Equivalencies, whether barrel of oil equivalent (boe) or Thousand Cubic Feet equivalent (Mcfe) on the basis that 1 barrel of oil is equivalent to 6 Mcf of natural gas
may be misleading, particularly if used in isolation. A conversion ratio of 1 barrel of oil for 6 Mcf is based on an energy equivalency conversion method primarily
applicable at the burner tip and does not represent a value equivalency at the wellhead.
Currencies
Unless otherwise indicated, references to “dollars” or “$”, whether as a stand alone quantity or per unit basis (for example per $/bbl, $/Mcf, $/sh, etc.) are to U.S.
dollars.
Forward Looking Information
Certain statements contained in this Statement of Reserves constitute forward-looking statements under applicable securities laws. Forward-looking statements
are often, but not always, identified by the use of words such as “anticipate”, “believe”, “could”, “estimate”, “expect”, “forecast”, “guidance”, “intend”, “may”, “plan”,
“predict”, “project”, “should”, “target”, “will”, or similar words suggesting future outcomes or language suggesting an outlook. Statements relating to “reserves” or
“resources” are deemed to be forward-looking statements, as they involve the implied assessment, based on certain estimates and assumptions, including that the
reserves and resources described can be profitably produced in the future. These statements involve known and unknown risks, uncertainties and other factors
that may cause actual results or events to differ materially from those anticipated in such forward-looking statements. Management believes the expectations
reflected in those forward-looking statements are reasonable but no assurance can be given that these expectations will prove to be correct and such forwardlooking statements should not be unduly relied upon.
Forward-looking statements and information in this Statement of Reserves include, but are not limited to, statements with respect to:
•

drilling plans and timing of drilling and testing of wells;

•

productive capacity of wells, anticipated or expected production rates and anticipated dates of commencement of production;
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•

drilling, completion and facilities costs;

•

results of various projects of the Company;

•

timing of development of undeveloped reserves;

•

transportation arrangements and markets for oil and/or gas produced from the Company’s licence areas;

•

the performance and characteristics of the Company’s oil and natural gas properties;

•

the quantity of oil and natural gas reserves and resources;

•

capital expenditure programs;

•

supply and demand for oil and natural gas and commodity prices;

•

expected levels of royalty rates, operating costs, general administrative costs, costs of services and other costs and expenses;

•

treatment under governmental regulatory regimes and tax laws; and

•

reactivation of shut-in facilities and wells and anticipated reclassification of Contingent Resources to Reserves.

Although the Company believes that the assumptions and expectations reflected in the forward-looking statements and information are reasonable, there can be
no assurance that such assumptions and expectations will prove to be correct. The Company cannot guarantee future results, levels of activity, performance or
achievements. Consequently, there is no representation by the Company that actual results achieved will be the same in whole or in part as those set out in the
forward-looking statements and information. The factors or assumptions on which the forward-looking information is based include:
•

the Company’s projected capital investment levels;

•

the flexibility of capital spending plans and the associated source(s) of funding;

•

the expertise of management of the Company in contributing to increased production volumes and the success and revenues of the Company; and

•

estimates of quantities of oil and natural gas from properties and other sources not currently classified as proved reserves.

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 and information contained in this Statement of Reserves include, but are not limited to:
•

competition within the oil and natural gas industry for, among other things, capital, and skilled personnel;
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•

environmental risks and hazards associated with the oil and gas industry;

•

adverse weather conditions in areas where the Company conducts operations;

•

variations in foreign exchange rates and interest rates;

•

the availability of certain equipment and services and the Company’s access to such equipment and services;

•

political, social, fiscal, legal and economic risks in the countries in which the Company operates;

•

the early stage of some of the Company’s operations;

•

risks associated with the exploration, development and production of the Company’s interests, including geological, technical, drilling and processing
problems and other difficulties in producing reserves and failure to realize anticipated benefits of exploration activities;

•

the effects of regulations (including environmental regulation) and changes in regulatory regimes in the countries in which the Company operates;

•

the effects of sanctions, including those of the European Union, the Canadian government and the U.S. government on the Company’s interests in Syria;

•

risks of the effect of relinquishment obligations under the term of the Company’s production sharing arrangements and governmental regulatory regimes in
countries in which the Company operates;

•

risks associated with the Company’s reliance on its third party operators;

•

uncertainties regarding the interpretation and application of foreign laws and regulations; and

Readers are cautioned that the foregoing lists are not exhaustive. The factors and risks set out in these lists are difficult to predict and the
assumptions used in the development of the forward-looking information contained herein, although considered reasonably accurate at the time of
development, may prove to be incorrect or incomplete. Furthermore, the forward–looking statements contained in this Statement of Reserves are
made as of the date hereof, and the Company undertakes no obligation, except as required by applicable securities laws, to update publicly or to revise
any of the included forward-looking statements, whether as a result of new information, future events or otherwise. The forward-looking statements
contained herein are expressly qualified by this cautionary statement.
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APPENDIX A.1
SERINUS ENERGY INC.
REPORT ON RESOURCE ESTIMATE BY INDEPENDENT QUALIFIED RESERVES
EVALUATOR
For the Year Ended December 31, 2017

March 29, 2018

Introduction
The effective date of the information being provided in this statement is December 31, 2017. The preparation date of such information is March 9, 2018.
In accordance with National Instrument 51-101 - Standards of Disclosure for Oil and Gas Activities and the Canadian Oil and Gas Evaluation handbook,
the tables contained in this filing outline the volumes and net present values of the Contingent Resources (sub-class Pending Development) attributed to
the Moftinu field in the Satu Mare licence in Romania, the Sanghar licence in Tunisia and the Ech Chouech licence in Tunisia, owned by Serinus Energy
Inc. (the “Company”), as evaluated by RPS Energy Canada Ltd. (“RPS”), the Company’s independent reserves evaluator, in their report (“RPS Report”)
prepared on March 19, 2018, with an effective date of December 31, 2017.
The RPS report evaluated the resources of Winstar Satu Mare S.A., an indirect 100% subsidiary of the Company. Winstar Satu Mare owns and operates
the Satu Mare license in northwest Romania, and the Ech Chouech and Sanghar producing fields in Tunisia. The Company owns and operates 100% of
each of these contingent resources properties.
Disclosure of Contingent Resources Data
RPS, in its independent evaluation, has assessed the chance of development for the Contingent Resources attributable to the Moftinu Satu Mare project
and to the Sanghar and Ech Chouech projects all at 90%. RPS has quantified this estimate by assessing the probability of successfully resolving the
remaining contingencies and estimating the overall chance to be 90% for both projects. The risked net present value of the future net revenue was
adjusted for the chance of development by multiplying the unrisked net present value, derived from a detailed cash flow analysis of the project, by the
chance of development.
The risks associated with the recovery of resources are that the reservoir structure and in-place hydrocarbon volumes may be larger or smaller than
those mapped, that the well productivities may be higher or lower than those assumed in production forecasting, that time delays for project sanction and
approvals may be protracted and that costs may exceed those estimated. The uncertainties in the recovery of the resources is reflected in the 1C, 2C
and 3C range of values shown in the attached tables. These 1C, 2C and 3C values are associated with a 90%, 50% and 10% probability of exceedance
respectively.
Contingent Resources are defined as those quantities of petroleum estimated, as of a given date, to be potentially recoverable from known accumulations
using established technology or technology that is under development but which are not currently considered to be commercially recoverable due to one
or more contingencies. The “Development Pending” sub-class of Contingent Resources is defined as a discovered accumulation where project activities
are ongoing to justify commercial development in the foreseeable future. 1C Contingent Resources are low estimates, considered to be conservative,
with at least a 90% probability that the quantities actually recovered will equal or exceed the estimate. The 2C Contingent Resource volumes are best
estimates, with a 50% probability that the quantities actually recovered will equal or exceed the estimate. The 3C Contingent Resource volumes are high
estimates, considered to be optimistic, with a 10% probability that the volumes actually recovered will equal or exceed the estimate. The gross resource
volumes are volumes prior to deduction of royalties, and the net resource volumes are volumes after deduction of royalties.
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The chance of development associated with a contingent resource project is the estimated probability that the resources will be developed commercially,
considering the risks of a viable established recovery technology being identified, available and performing adequately, the economics being viable, a
development plan being in place, development occurring within a reasonable time frame and regulatory and project owner approvals being in place to
proceed with development. For the Moftinu field, the contingent resources are those portions of the field, in various sand layers which have been
discovered, but whose production rates have yet to be confirmed by definitive commercial production testing. RPS has assessed the chance of
development at 90% for these reservoir layers to ultimately be developed. The method utilized to quantify the chance of development risk was to assess
the range of potential likelihood of the individual producing layers being able to produce commercially viable gas recovery rates, comparing with test
production rates in analogous reservoir sand layers within the same reservoir. RPS assessed the probability of being able to produce the sands at
commercial rates as “high” and assigned a concomitant chance of development of 90%. The Moftinu contingent resources are forecast to be produced
using conventional gas field primary recovery technology. The specific contingency which prevents these resources from being classified as reserves is
the Company decision to recomplete producing wells to access recovery of gas resources from these sands, which is forecast to occur during 2019 and
2020. The development costs to bring these contingent resources on production are US$ 0.4 million, US$1.2 million and US$1.55 million for the 1C, 2C,
and 3C cases respectively. The significant positive factors relevant to the Satu Mare contingent resource estimates are the fact that the gas zones have
been penetrated by existing wells and evaluated as resources based on evaluation of those wells. The negative factors are the possibility that upon
putting the zones on production, the gas flow rates could be lower than expected.
For the Tunisian fields, the resources are classified as contingent resources due to the fields being shut in for political instability reasons. For the
resources to be re-classified to their former reserves classification, the Company requires a definitive plan and time frame to return the fields to production
status. RPS has estimated the chance of development at 90%, and has applied this factor in risk discounting the Contingent Resource volumes and NPV
values. The methodology utilized to quantify the chance of development risk was to review the past production performance of the producing wells in
both fields and to derive an qualitative estimate of the risk that the wells would not perform adequately upon return to production. Given the long history
of successful production of the wells in both fields, and the very low likelihood of any unforeseen deterioration in productivity RPS assessed the likelihood
of any technical malfunction of the wells as very low. RPS also assessed the likelihood of social unrest preventing the fields’ return to production as very
low. These two factors combined to an estimate of the overall chance of development being 90%. Both of the Tunisian contingent resource fields are
producing oil utilizing conventional primary recovery technology. The specific contingency which prevents these resources from being classified as
reserves is the Company decision to not return the fields to production status at this time given the political risks of social unrest in the area. Return to
production is forecast to occur in the 2019 or 2020 timeframe. The development costs to bring these contingent resources on to production are US$0.8
million. The significant positive factors relevant to the Ech Chouech and Sanghar fields’ contingent resources are the past production performance of
these fields, and the steady and predictable nature of the production decline performance based on the historical production trends. The significant
negative factors are the unknown elements which could affect the performance of the wells once they are returned production, due to reservoir or wellbore
changes after an extended period of being shut in.
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The Moftinu Satu Mare (Romania), Sanghar and Es Chouech (Tunisia) resources are classified as Contingent Resources in the Development Pending
Sub-Category, with volumes as shown in the next table, discounted for risk by application of the 90% Chance of Development for each project.

SUMMARY OF OIL AND GAS RISKED CONTINGENT RESOURCES
as of December 31, 2017
FORECAST PRICES AND COSTS

CONTINGENT RESOURCES CATEGORY
Development Pending

LIGHT AND MEDIUM
Crude OIL
Gross
(Mbbl)
Net (Mbbl)

RISKED CONTINGENT RESOURCES - Development Pending
HEAVY OIL
Conventional Natural
Natural Gas LIQUIDS
Gas
Gross
(Mbbl)

Net (Mbbl)

Gross
(MMscf)

Net
(MMscf)

Gross
(Mbbl)

SULFUR

Net (Mbbl)

Gross
(Mltl)

Gross
(Mltl)

ROMANIA (Company Working Interest
1C

-

-

-

-

1,626

1,531

3.3

3.2

-

-

2C

-

-

-

-

5,673

5,257

14.9

14.4

-

-

3C

-

-

-

-

9,171

8,502

29.9

28.9

-

-

TUNISIA (Company Working Interest)
1C

81.6

70.2

-

-

69

59

-

-

-

-

2C

217.4

186.9

-

-

192

163

-

-

-

-

3C

351.5

301.9

-

-

328

279

-

-

-

-

1C

81.6

70.2

-

-

1,695

1,589

3.3

3.2

-

-

2C

217.4

186.9

-

-

5,865

5,421

14.9

14.4

-

-

3C

351.5

301.9

-

-

9,499

8,781

29.9

28.9

-

-

TOTAL COMPANY
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The associated net present values, also risked using a chance of development of 90% are summarized in the following table:

RISKED NET PRESENT VALUE OF FUTURE NET REVENUE
as of December 31, 2017
FORECAST PRICES AND COSTS
RISKED NET PRESENT VALUE OF FUTURE NET REVENUE
CONTINGENT RESOURCES CATEGORY
Development Pending

BEFORE INCOME TAXES
5%
10%
15%

0%

20%

0%

(US$ millions)

5%

AFTER INCOME TAXES
10%
15%

20%

ROMANIA (Company Working Interest
1C

6.1

5.5

5.1

4.7

4.3

5.7

5.2

4.8

4.4

4.1

2C

30.1

24.7

20.5

17.2

14.5

26.7

21.9

18.1

15.1

12.7

3C

54.2

40.1

30.1

22.9

17.7

45.6

33.8

25.3

19.3

14.9

1C

(6.5)

(5.1)

(4.1)

(3.3)

(2.7)

(6.5)

(5.1)

(4.1)

(3.3)

(2.7)

2C

(4.3)

(1.8)

(0.5)

0.1

0.4

(4.3)

(1.8)

(0.5)

0.1

0.4

3C

(1.4)

1.6

2.2

2.1

1.9

(1.4)

1.6

2.2

2.1

1.9

1C

(0.4)

0.4

1.0

1.4

1.6

(0.8)

0.1

0.7

1.1

1.4

2C

25.8

23.0

20.0

17.2

14.8

22.3

20.1

17.6

15.2

13.1

3C

52.8

41.6

32.3

25.1

19.6

44.3

35.3

27.5

21.4

16.7

TUNISIA (Company Working Interest)

TOTAL COMPANY

Notes to Contingent Resources Table:
1.

Contingent Resources are those quantities of petroleum estimated, as of December 31, 2017 to be potentially recoverable from known accumulations using established technology
or technology under development, but which are not currently considered to be commercially recoverable due to one or more contingencies.

2.

There is uncertainty that is will be commercially viable to produce any portion of the contingent resources.
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An estimate of risked net present value of future net revenue of contingent resources is preliminary in nature and is provided to assist the
reader in reaching an opinion on the merit and likelihood of the company proceeding with the required investment. It includes contingent
resources that are considered too uncertain with respect to the chance of development to be classified as reserves. There is uncertainty that
the risked net present value of future net revenue will be realized.
The accuracy of resource estimates is in part a function of the quality and quantity of available data and of engineering and geological interpretation and
judgment. Other factors in the classification as a resource may include a requirement for more appraisal wells, detailed design estimates, near-term
development plans and productive capacity of the wells. The size of the resource estimate could be positively impacted, potentially in a material amount,
if additional appraisal wells determined that the aerial extent, reservoir quality and/or the thickness of the reservoir is larger than what is currently estimated
based on the interpretation of the seismic and well data or if the productive capacity of the wells over the long term life of the field is higher than that
indicated by initial well tests and well log data. The size of the resource estimate could be negatively impacted, potentially in a material amount, if
additional appraisal wells determined that the aerial extent, reservoir quality and/or the thickness of the reservoir are less than what is currently estimated
based on the interpretation of the seismic and well data, or the production wells’ flow capacity over the long term life of the field is lower than that estimated
from the original well tests and well log data.
Forecast Prices Used in Estimates
Forecast prices are provided by RPS, which is an independent qualified reserves evaluator and auditor. The forecast price assumptions assume the
continuance of current laws and regulations and take into account inflation with respect to future operating and capital costs. Tunisia oil forecast prices
are based on correlations of historical sales of Serinus crude liftings and gas sales to Brent and natural gas prices. For the Tunisia oil price, an average
differential of minus $1.30/bbl applied to calculate the sales price. Romanian future gas pricing are forecast by correlating the historical European gas
price to Brent oil prices, then referencing the January 1 ,2018 RPS forecast for Brent Crude. The gas price was calibrated to the Serinus draft gas sales
agreement contract for Moftinu gas sales, which specifies a price of RON 65.0 per MW -h. A sales gas heating value of 1,100 Btu/scf was included, as
estimated through Serinus Energy’s facility simulation model.
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Cautionary Note Regarding Forward-Looking Statements
Certain statements contained in this report constitute forward-looking statements under applicable securities laws. All statements other than statements
of historical fact are forward-looking statements. The use of any of the words “anticipate”, “believe”, “could”, “estimate”, “expect”, “forecast”, “guidance”,
“intend”, “may”, “plan”, “predict”, “project”, “should”, “target”, “will” and similar expressions are intended to identify forward-looking statements. These
statements relate to future events or the Company’s future plans, operations and performance and involve known and unknown risks, uncertainties and
other factors that may cause actual results or events to differ materially from those anticipated in such forward-looking statements. The Company believes
the expectations reflected in those forward-looking statements are reasonable but no assurance can be given that these expectations will prove to be
correct and such forward-looking statements included in this report should not be unduly relied upon.
Statements relating to “resources” are deemed to be forward-looking statements, as they involve the implied assessment, based on certain estimates
and assumptions, including that the resources described can be profitably produced in the future.
In particular, this report contains forward-looking statements pertaining to the following: drilling plans and timing of drilling; anticipated dates of
commencement of production; drilling, completion and facilities costs; transportation arrangements and markets for oil and/or gas produced by the
Company; performance and characteristics of the Company’s oil and natural gas properties; the quantity of oil and natural gas resources; capital
expenditure programs; the impact of governmental regulation on the Company; and treatment under governmental regulatory regimes and tax laws.
Developing forward-looking information involves reliance on a number of assumptions and consideration of certain risks and uncertainties, some of which
are specific to the Company and others that apply to the oil and gas industry generally.
Although the Company believes that the assumptions and expectations reflected in the forward-looking statements and information are reasonable, there
can be no assurance that such assumptions and expectations will prove to be correct. The Company cannot guarantee future results, levels of activity,
performance or achievements. Consequently, there is no representation by the Company that actual results achieved will be the same in whole or in part
as those set out in the forward-looking statements and information. The factors or assumptions on which the forward-looking information is based include:
the Company’s projected capital investment levels; the flexibility of capital spending plans and the associated source(s) of funding; the current fiscal
regime and the gas price deregulation program of Romania will not experience substantial change; the expertise of management of the Company in
contributing to increased production volumes and the success and revenues of the Company; estimates of quantities of oil and natural gas from properties
and other sources not currently classified as proved reserves; the impact of increasing competition; the ability of partners to satisfy their obligations; the
Company’s ability to obtain additional financing on satisfactory terms; and the Company’s ability to attract and retain qualified personnel.
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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 and information contained in this report include, but are not limited to: insufficient cash flow and limited availability of
capital; possible future financing of the Company; variations in foreign exchange rates and interest rates; the availability of certain equipment and services
and the Company’s access to such equipment and services; political, social, fiscal, legal and economic risks in Romania; the early stage of some of the
Company’s operations; risks associated with the exploration, development and production of the Company’s interests; partner or counter-party credit
risk; geological, technical, drilling and processing problems and other difficulties in producing activities; failure to realize anticipated benefits of exploration
activities; the effects of regulations (including environmental regulation) and changes in regulatory regimes in Romania; the effects of sanctions, including
those of the European Union, the Canadian government and the U.S. government on the Company’s interests; risks of the effect of relinquishment
obligations under the term of the Company’s production sharing arrangements and governmental regulatory regimes in Romania; uncertainties regarding
the interpretation and application of foreign laws and regulations; general economic conditions; volatility in global market prices for oil and natural gas;
geopolitical volatility in Romania; alternatives to and changing demand for petroleum products; competition within the oil and natural gas industry for,
among other things, capital, undeveloped land and skilled personnel; environmental risks and hazards associated with the oil and gas industry; health
and safety risk; and adverse weather conditions in areas where the Company conducts operations. The Company’s actual results, performance or
achievements could differ materially from those expressed in, or implied by, these forward looking statements and accordingly, no assurance can be
given that any events anticipated by the forward looking statements will transpire or occur, and if any of them do, what benefits the Company may derive
therefrom. The reader is cautioned not to place undue reliance on this forward looking information.
Readers are cautioned that these factors and risks are difficult to predict and that the assumptions used in the preparation of such information,
although considered reasonably accurate at the time of preparation, may prove to be incorrect. Accordingly, readers are cautioned that the
actual results achieved will vary from the information provided herein and the variations may be material. Readers are also cautioned that the
list of factors above are not exhaustive. Before placing any reliance on any forward-looking statements, readers should carefully consider the
factors identified above and other risks, uncertainties and potential changes that may cause actual results or events to differ materially from
those anticipated in such forward-looking statements. In addition, the forward-looking statements contained in this report are made as of the
date hereof. The Company does not undertake any obligation to publicly update or to revise any forward-looking statements except as
expressly required by applicable securities laws. The forward-looking statements contained in this report are expressly qualified by this
cautionary statement.
Presentation of Oil and Gas Information
The estimates pertaining to contingent resources and associated future net revenue information provided in this report are estimates only and there is no
guarantee that the estimated contingent resources will be recovered. Actual contingent resources and the estimated number of potential undeveloped
drilling locations to which contingent resources have been attributed, may be greater than or less than the estimates provided in this report and the
differences may be material. The estimates of future net revenue for individual properties may not reflect the same confidence level as estimates of future
net revenue for all properties, due to the effects of aggregation. Estimates of net present value of future net revenue attributable to the Company’s
contingent resources do not represent fair market value and there is uncertainty that the net present value of future net revenue will be realized. There is
no assurance that the forecast price and cost assumptions applied by RPS in evaluating the Company’s contingent resources will be attained and
variances could be material. There is uncertainty that it will be commercially viable to produce any part of the contingent resources.
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The resources information contained in this report should be reviewed in conjunction with the annual information form of the Company dated March 29,
2018 for the year ended December 31, 2017 which is available on SEDAR and contains important additional information regarding the independent
contingent resource evaluations that were conducted by RPS and a description of, and important information about, the resources terms used in this
report.
ABBREVIATIONS
Crude Oil and Natural Gas Liquids
Mbbl
thousands of barrels

MMscf

Natural Gas
million standard cubic feet

CONVERSIONS
To Convert From
bbl
Mcf

To
cubic metres
thousand cubic metres

Multiply By
0.159
0.028
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Suite 1400, 800 - 5th Avenue SW, Calgary Alberta Canada T2P 3T6
+I 403 265 7226 F +I 403 269 3175 w rpsgroup.com/canada

T

March 19, 2018

The Board of Directors,
Serinus Energy Inc.
Suite 1170, 700 4th Avenue SW
Calgary, AB
Canada
T2P 3J4
Subject: Form 51-101 F2, Report on Reserves Data

1. We have evaluated the Tunisian and Romanian reserves and contingent resources data of
Serinus Energy Inc. (the "Company") as at December 31, 2017. The reserves data are
estimates of proved reserves and probable reserves and related future net revenue as at
December 31, 2017, estimated using forecast prices and costs. The contingent resources
data are risked estimates of volumes of contingent resources and related risked net
present value of future net revenue as at December 31, 2017, estimated using forecast
prices and costs.
2. The reserves data and contingent resources data are the responsibility of the Company's
management. Our responsibility is to express an opinion on the reserves data and
contingent resources data based on our evaluation.
3. We carried out our evaluation in accordance with standards set out in the Canadian Oil and
Gas Evaluation Handbook as amended from time to time (the "COGEH Handbook")
maintained by the Society of Petroleum Evaluation Engineers (Calgary Chapter).
4. Those standards require that we plan and perform an evaluation to obtain reasonable
assurance as to whether the reserves and contingent resources data are free of material
misstatement. An evaluation also includes assessing whether the reserves data and
contingent resources data are in accordance with principles and definitions presented in
the COGE Handbook.
5. The following table sets forth the estimated future net revenue (before deduction of income
taxes) attributed to proved plus probable reserves, estimated using forecast prices and
costs and calculated using a discount rate of 10 percent, included in the reserves data of
the Company evaluated by us for the year ended December 31, 2017, and identifies the
respective portions thereof that we have evaluated and reported on to the Company's
management and board of directors:

United Kingdom

I

USA

I

Canada

I

Australia

I

Malaysia

I

Ireland

I

Netherlands

I

Singapore

I

Russia

I

Brazil

I

Africa
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Independent
Qualified
Reserves
Evaluator

RPS Energy
Canada Ltd.

RPS Energy
Canada Ltd.

Effective Date
of Evaluation
Report

Net Present Value
of Future Net Revenue Before
Income Taxes
Proved + Probable Reserves
Million US Dollars, 10% discount
rate

Location of
Reserves

Audited

Evaluated

Reviewed

December 31,
2017

Romania

$ n/a-

$45.4

$ n/a

December 31,
2017

Tunisia

$ n/a-

$126.6

$ n/a

6. The following table sets forth the risked net present value of future revenue of contingent
resources (before deduction of income taxes) attributed to 2C contingent resources in the
development pending sub category, estimated using forecast prices and costs and
calculated using a discount rate of 10%, included in the Company's statement prepared in
accordance with Form 51-101 F1 and identifies the respective portions of the contingent
resources data that we have evaluated and reported on to the Company's management
and board of directors.

Classification

Independent
Qualified
Reserves
Evaluator

Development
Pending
Contingent
Resources
(2C)

RPS Energy
Canada Ltd.

Development
Pending
Contingent
Resources
(2C)

RPS Energy
Canada Ltd.

Effective
Date of
Evaluation
Report

Location of
Resources
other than
Reserves

Net Present Value
of Future Net Revenue Before
Income Taxes
2C Contingent Resources
Million US Dollars, 10% discount
rate
Audited

Evaluated

Reviewed

December
31, 2017

Romania

$ n/a-

$20.5

$ n/a

December
31, 2017

Tunisia

$ n/a-

($0.5)

$ n/a
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7. In our opinion, the reserves data and contingent resources data respectively evaluated by
us have, in all material respects, been determined and are in accordance with the COGE
Handbook, consistently applied. We express no opinion on the reserves data and
contingent resources data that we reviewed but did not evaluate.
8. We have no responsibility to update our reports referred to in paragraphs 5 and 6 for events
and circumstances occurring after their respective preparation dates.
9. Because the reserves data are based on judgments regarding future events, actual results
will vary and the variations may be material.
Executed as to our report referred to above:

RPS Energy Canada Ltd.
PERMIT TO PRACTICE

£tJJA
Brian D. Weatherill, P.Eng.

.

RPS EN~;;.u;
2 D) ?-0;;'- I?
,

Signature ---=-~~-""--'---~-

Date

PERMIT NUMBER: P4348
The Association of Professional Engineera,
Geologists and Geophysicists ol Alberta
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APPENDIX C
FORM 51-101 F3
REPORT OF MANAGEMENT AND
DIRECTORS ON OIL AND GAS
DISCLOSURE
This is the form referred to in item 3 of section 2.1 of National Instrument 51-101 Standards of
Disclosure for Oil and Gas Activities (“NI 51-101”). Terms to which a meaning is ascribed in NI
51-101 have the same meaning in this form.

Report of Management and Directors on
Reserves Data and Other Information
The management of Serinus Energy Inc. (the "Company") are responsible for the preparation
and disclosure of information with respect to the Company’s oil and gas activities in accordance
with securities regulatory requirements. This information includes reserves data and includes, if
disclosed in the statement required by item 1 of section 2.1 of NI-51-101, other information such
as contingent resources data or prospective resources data.
An independent qualified reserves evaluator has evaluated and reviewed the Company’s
reserves data and contingent resources data. The report of the independent qualified reserves
evaluator will be filed with the securities regulatory authorities concurrently with this report.
The Reserves Committee of the board of directors of the Company has:
(a)

Reviewed the Company’s procedures for providing information to the independent
qualified reserves evaluator;

(b)

Met with the independent qualified reserves evaluator to determine whether any
restrictions affected the ability of the independent qualified reserves evaluator to
report without reservation; and

(c)

Reviewed the reserves data and contingent resources data with management and
the independent qualified reserves evaluator.

The Reserves Committee of the board of directors of the Company has reviewed the Company’s
procedures for assembling and reporting other information associated with oil and gas activities
and has reviewed that information with management of the Company. The board of directors has
approved;
(a)

the content and filing with securities regulatory authorities of Form 51-101 F1
containing reserves data, contingent resources data and other oil and gas
information;

(b)

the filing of Form 51-101 F2 which is the report of the independent qualified
reserves evaluator on the reserves data and contingent resources; and

(c)

the content and filing of this report.

Because the reserves data and contingent resources data are based on judgments regarding
future events, actual results will vary and the variations may be material.

“Signed”
Jeffrey Auld
Director / President & Chief Executive Officer

“Signed”
James (Jim) Causgrove
Director & Chair of Reserves Committee

March 19, 2018

“Signed”
Tracy Heck
Chief Financial Officer

“Signed”
Eleanor Barker
Director & Member of Audit Committee

APPENDIX D
FORM 51-102F6 – STATEMENT OF EXECUTIVE COMPENSATION

The following Compensation Discussion and Analysis provides information regarding all significant
elements of compensation paid, awarded or otherwise provided by the Company to its Named Executive
Officers (defined below). Specific information is provided for Jeffrey D. Auld, President and Chief
Executive Officer and Tracy H. Heck, Chief Financial Officer and the three most highly compensated
Executive Officers of the Company whose total compensation for the year ended December 31, 2017,
individually, was more than CAD$150,000: namely, Calvin Brackman, Vice President External Relations
& Strategy and Trevor Rath, Vice President Operations (collectively, the “Named Executive Officers” or
the “NEOs”). Mr. Brackman was appointed as Vice President External Relations and Strategy effective
March 17, 2017. Mr. Rath was appointed March 16, 2017 and resigned effective January 31, 2018.
Information about the compensation awarded to the Named Executive Officers can be found in the
“Summary Compensation Table” and related compensation tables below.
All dollar amounts contained within this section are stated in U.S. dollars, the reporting and
functional currency used by the Company in its consolidated financial statements as at, and for
the years ended December 31, 2017 and 2016. Canadian dollars, when used, will be identified as
“CAD$”.
Compensation Discussion and Analysis
The compensation for executives of the Company is determined by the Board of the Company, with
recommendations from the Remuneration Committee, which is appointed by the Board of the Company.
The Remuneration Committee was formed on May 3, 2018, concurrent with the Company’s continuance
from Alberta Canada to Jersey, Channel Islands. Included within the Remuneration Committee’s
mandate is a requirement to assist the Board in discharging its duties and responsibilities regarding
executive management and director compensation.
The Remuneration Committee’s purpose,
composition, procedures, organization and duties and responsibilities are described in the Remuneration
Committees terms of reference adopted by the Board on May 3, 2018, which is available on the
Company’s website. Prior to the formation of the Remuneration Committee, the Compensation &
Corporate Governance Committee was responsible for all compensation related matters, and this
Committee’s Terms of Reference were adopted by the Board on December 21, 2006 and amended
November 12, 2009. For the year ended December 31, 2017, the Compensation & Corporate
Governance Committee consisted of the following individuals:
Łukasz Rędziniak (appointed Chair May 31, 2017)
Helmut Langanger (Chair until May 31, 2017)
Evgenij Iorich
Eleanor Barker (appointed May 31, 2017)
Łukasz Rędziniak
Mr. Rędziniak, Interim Chairman of the Board, is General Counsel and a member of the Management
Board at Kulczyk Investments S.A. Before joining the Kulczyk group in January 2013, Mr. Rędziniak was
the managing partner of T. Studnicki K. Płeszka Z. Ćwiąkalski J. Górski Warsaw law office. From 20072009, he served as the Undersecretary of State at the Ministry of Justice, Government of Poland. Mr.
Rędziniak received his LLM law degree from the Jagiellonian University in Krakow, Poland in 1991.
Helmut Langanger
Mr. Langanger is currently a corporate director and independent businessman. Prior thereto, from 1974
until 2010, Mr. Langanger was employed by the Austrian-based oil and gas company OMV Group, where
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he was since 2002 as Group Executive Vice President EP, a member of the Executive Board and
Managing Director Upstream.
Evgenij Iorich
Mr. Iorich is a Portfolio Manager at Pala Investments AG, a multi-strategy investment company dedicated
to investing in, and creating value across the mining sector in both developed and emerging markets. Mr.
Iorich has been with Pala Investments since 2006 and his investment experience extends across oil and
gas, base metal and bulk commodity investments. Mr. Iorich graduated from the University of Zurich with
a Masters of Arts degree.
Eleanor Barker
Eleanor Barker is President of Barker Oil Strategies and was from 2014 to 2017 a Director of Sterling
Resources Ltd. Since 1995, Ms. Barker has focused on international oil research. From 2012 to 2014 she
was an international oil analyst with Toll Cross Securities Inc.. Ms. Barker is a past Director of the US
National Association of Petroleum Investment Analysts and a former President of the Canadian
Association of Investment Analysts. From 1993 to 1995 Ms. Barker was a director of Gordon Capital.
Prior to work in financial markets, she held various positions with Esso and Gulf Canada.

The Compensation & Corporate Governance Committee met three times during 2017 to address matters
arising from or related to its mandate.
To ensure that compensation is determined in a fair manner, the Company strives to have the
Remuneration Committee comprised of independent members of the board. During all of 2017 two of the
three members of the Compensation & Corporate Governance Committee were independent directors
being Mr. Langanger/Ms. Barker and Mr. Iorich. The third member, being Mr. Rędziniak is a senior
management personnel of KI, which owns approximately 38.77% of the issued and outstanding Shares,
and, as such, is not considered to be independent for the purposes of Form 51-102F6. Mr. Rędziniak is
not an employee of the Company. As such, he is considered by the Board to be independent of the
management of the Company for the purposes of compensation related decisions.
The Company’s executive compensation program is designed to ensure that executive compensation is
(a) market competitive and therefore able to attract and retain qualified, experienced professionals; (b)
internally equitable within the Company, so that individual and group performance is encouraged and
appropriately rewarded; and (c) aligned with the strategic goals of the Company in achieving the
Company’s long-term growth strategy and delivering strong shareholder returns. The Remuneration
Committee reviews the compensation of executive officers on an annual basis. The Remuneration
Committee’s determination of executive management compensation is based on factors such as
competitive forces, conditions in the international oil and gas industry and the performance of both the
Company and the officer. The Remuneration Committee does not have any formal policies or practices
to determine base salaries and long term incentive plans, but in 2014 adopted a formal cash bonus plan,
discussed below under the heading “Annual Incentive Awards”. The Remuneration Committee’s process
for determining executive compensation, other than the formal cash bonus plan, is simple and informal,
and relies primarily on Remuneration Committee discussion without any formal objectives, criteria and
analysis. In addition, the Remuneration Committee will, when necessary, retain the services of external
compensation consultants to survey a peer group of companies of comparable size and scope of
operations as measured by market capitalization, revenues, assets and number of employees that
operate in the international energy sector.
Although reports produced by compensation consultants retained by the Company have, from time to
time, compared the Company’s positioning with respect to compensation against peer groups of
companies, such peer groups have been considered by the Remuneration Committee only on an informal
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basis and the Company’s compensation program, including the compensation program for NEOs, has not
formally adopted any benchmark of peer companies against which the Company’s compensation is
compared.
The Company’s executive compensation for 2017 could have consisted of three distinct components:
(a)

base salary;

(b)

annual incentive awards, which typically consists of a cash bonus; and

(c)

long-term incentive plans, consisting of grants of stock options.

During 2017 stock options were granted to all NEO’s. No cash bonuses were paid or declared for the
2017 financial year. The cash bonus paid to an NEO during 2016 relates to performance during the 2015
fiscal year.
Base Salary
The Remuneration Committee holds the view that base salaries for executive management should be set
relative to peer companies and that a significant portion of total remuneration should be attached to
performance.
Annual Incentive Awards
The Short Term Incentive Plan ("STIP") is designed to reward current year performance against annual
objectives. Payout is determined based on a corporate performance factor and a personal performance
factor, which are applied to an established percentage of salary. The target percentage of salary for Mr.
Auld was 50%, and for Ms. Heck, Mr. Brackman and Mr. Rath was 40%. The maximum payout per year
under the STIP is two times the target percentage amount. Assessment of performance is weighted 70%
to corporate metrics and 30% to personal metrics.
The corporate performance factor ranges from zero to a multiple of two times target and is based on
quantitative measures. For 2017, the plan was put on hold and no performance metrics were set. For
2016, the quantitative measures related to the achievement of cash flow per share, operating costs per
boe, G&A per boe and production targets, as established in the 2016 Company budgets, in addition to
strategic objectives. Personal performance factors range between zero and a multiple of two times target
and are dependent on the individual's performance against personal objectives.
No bonuses have been paid related to performance in 2017 or 2016. In May 2016 bonuses related to
performance in 2015 was paid to Ms. Heck.
Long-Term Incentive Plans
Long-term incentives to executives presently consist of stock options that may be awarded from time to
time. The Remuneration Committee will review and assess the recommendations of management of the
Company with respect to the award of stock options, based on such factors as individual and corporate
performance, and market conditions. The Remuneration Committee will also consider previous stock
options awarded to a particular individual when considering new awards. During 2017, stock options were
awarded to all NEO’s. See “Outstanding Share-Based Awards and Option-Based Awards as at
December 31, 2017 – NEOs” below.
Performance Graph
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On June 27, 2013, the common shares (“Shares”) of the Company began trading on the Toronto Stock
Exchange (“TSX”) under the symbol “SEN” and on May 22, 2018, the Company voluntarily delisted its
Shares from the TSX. The delisting was a result of the Company listing its Shares for trading on the
Alternative Investment Market (“AIM”) of the London Stock Exchange on May 18, 2018. The Shares are
also listed on the Warsaw Stock Exchange (“WSE”), also under the symbol “SEN”, where they have been
trading since May 25, 2010. The following graph compares the cumulative total shareholder return on an
initial investment of CAD$100 in the Shares to relevant stock exchange indices (i) from January 1, 2012
to December 31, 2017 when the Shares traded on the WSE as compared to the Warsaw Stock Exchange
Index (“WIG Index”); and (ii) June 27, 2013 until December 31, 2017 when the Shares also traded on the
TSX as compared to the S&P/TSX Composite Index and the S&P/TSX Capped Energy Index (the “TSX
Index”).

The following table compares the change in the cumulative shareholder return on the Shares to (i) the
cumulative total return of the WIG Index for the period beginning January 1, 2012 and ended December
31, 2017, assuming a $100 investment was made on January 1, 2012, and (ii) the cumulative total return
of the S&P TSX Composite Index and the S&P/TSX Capped Energy Index for the period beginning June
27, 2013 and ended December 31, 2017, assuming a $100 investment was made on June 27, 2013.

Serinus Energy Inc.
WIG Index

Serinus Energy Inc.
S&P TSX Composite Index
S&P Capped Energy Index

Cumulative Total Return
January 3, 2013
December 31, 2017
CAD$100
CAD$7.08
CAD$100
CAD$137.56
Cumulative Total Return
June 27, 2013
December 31, 2017
CAD$100
CAD$10.35
CAD$100
CAD$133.23
CAD$100
CAD$77.98

The compensation philosophy of the Company has been that the Company’s share price will not directly
determine any aspect of an NEO’s compensation. Accordingly, any correlation between the Company’s
share price and the compensation of the NEO’s is indirect.
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Option-based Awards
As noted above under “Long-Term Incentive Plans”, stock options represent the Company’s long-term
incentive component of its compensation program and the recommendations by management with
respect to the granting of same, as well as any proposed amendments to the stock option plan, are
reviewed and assessed by the Remuneration Committee. Options may be granted from time to time as
the Company hires new executives, including Named Executive Officers, and other members of the
Company’s staff, and when compensation is reviewed by the Committee in order to rebalance the
compensation package at various levels through the Company. This review is done at least annually. As
noted above under “Long-Term Incentive Plans”, when reviewing option grants, the Committee gives
consideration to individual and corporate performance, and market conditions and also considers the
number of options already granted to the individual and the available option “pool” remaining for new
positions being contemplated by the Company.
Summary Compensation Table
The following table sets forth information concerning the total compensation paid by the Company to the
Named Executive Officers for the Company’s three most recently completed financial years, ending on
December 31, 2017, 2016 and 2015, respectively.
Name and principal
position

Year

Salary

Sharebased
awards

Option-based Non-equity incentive plan
compensation
awards (1)(2)
Annual
incentive

($)

($)

($)

plans (3)
($)

Long-term
incentive
plans
($)

Pension
value

All other
compensation

($)

($)

Total
compensation

($)

Jeffrey D. Auld
President and
Chief Executive Officer ( 4)

2017

211,767

N/A

321,330

-

N/A

N/A

-

2016

69,192

N/A

61,994

-

N/A

N/A

-

533,097
131,186

Tracy H. Heck
Chief Financial
Officer

2017
2016
2015

196,365
192,481
199,419

N/A
N/A

231,335
13,369

68,141
-

N/A
N/A

N/A
N/A

-

427,700
260,622
212,788

Calvin Brackman
Vice President External
Relations and
Strategy(5)
Trevor Rath
Vice President

2017

121,926

N/A

66,413

-

N/A

N/A

-

188,339

2017

144,386

N/A

66,279

-

N/A

N/A

-

210,665

Operations (6)

Notes:
(1)

Comprised of options issued pursuant to the Company’s existing stock option plan. Options issued in 2017 and 2016 vest
1/3 annually in each of the three subsequent years following the grant date. The value of the options is based on the grant
date fair value of the options using the Black-Scholes method, calculated in accordance with IFRS 2 share-based
payments, using inputs as noted below. During 2017, 1,000,000 options were issued to Mr. Auld, 2,750,000 options to Ms.
Heck, 750,000 options to Mr. Brackman and 650,000 options to Mr. Rath. During 2016, 3,500,000 options were issued to
Mr. Auld.
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(2)
Year ended
December 31,
2017
78%
0.97%
5
0%
Nil

Expected Volatility
Risk free Interest rate
Expected option life (years)
Forfeiture rate
Expected dividend yield

Year ended
December 31,
2016
79%
0.85%
7
0%
Nil

(3)

Amounts for 2016 reflect bonuses approved by the Board in May 2016, based upon the recommendation of the Compensation
& Corporate Governance Committee, to compensate for performance in 2015.

(4)

Mr. Jeffrey Auld was appointed President and Chief Executive Officer effective September 1, 2016.

(5)

Mr. Calvin Brackman was appointed Vice President External Relations and Strategy effective March 17, 2017.

(6)

Mr. Trevor Rath was appointed Vice President Operations effective March 16, 2017 and resigned effective January 31, 2018.

(7)

Compensation of all NEO’s is awarded and paid in Canadian dollars. This compensation is translated to the above stated US
dollar equivalent using the average exchange rate for the year (2017 CAD/USD 0.7701, 2016 CAD/USD 0.7548, 2015
CAD/USD 0.7820).

Mr. Auld and Ms. Heck receive no compensation for their roles as directors of the Company.

Incentive Plan Awards
Stock Option Plan
The Company has in place a stock option plan providing for the granting of stock options to directors,
employees (including executive management) and consultants of the Company or of any of its
subsidiaries (“Participants”). Given the listing of the Company on AIM on May 18, 2018 and the
subsequent de-listing from the TSX, the Company is in the process of converting its outstanding options
from a TSX option plan to an AIM plan and changing the denomination of outstanding options to be in
pounds sterling. The below disclosure discusses the TSX option plan.
The stock option plan is intended to afford Participants an opportunity to obtain a proprietary interest in
the Company by permitting them to purchase Shares and to aid in attracting as well as retaining and
encouraging the continued involvement of such persons with the Company. The stock option plan shall
be administered by the board of the directors or, if appointed, a special committee of directors appointed
from time to time by the Board of the Company (such committee, or if no such committee is appointed,
the Board of the Company, is hereinafter referred to as the “Committee”).
Under the stock option plan, the Committee may from time to time grant options to any Participant and
shall designate the number of Shares to be optioned to each Participant. The aggregate number of
Shares to be delivered upon the exercise of all options granted under the stock option plan shall not
exceed the maximum number of Shares permitted under the rules of the TSX or the WSE or any
regulatory body having jurisdiction being 10% of the Shares admitted to trading on the TSX or the WSE,
as the case may be in the previous 12 months. In addition, the total number of Participants shall not be
more than 100 in total.
The number of Shares subject to an option granted to a Participant shall be determined by the Committee
subject to the following limitations:
o

no Participant shall, within any 12 month period, be granted Options that are exercisable
in the aggregate for a number of Shares that exceeds 5% of the issued and outstanding
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Shares (on a non-diluted basis) or exceeds the maximum number of Shares permitted by
the TSX or the WSE, as the case may be, or any regulatory body having jurisdiction; and
o

the aggregate number of Shares issued to “insiders” (as such term is defined in the TSX
Company Manual) of the Company, within any 12 month period, and issuable to insiders
of the Company, at any time, under the stock option plan or when combined with any of
the Company’s other security based compensation arrangements including the stock
option plan, shall not exceed 10% of the Company’s total issued and outstanding
securities, respectively.

The exercise price of the Shares purchased pursuant to each option shall be determined by the
Committee. The exercise price shall not be (i) less than the price permitted by the TSX or the WSE or any
regulatory body having jurisdiction, or (ii) less than the volume weighted average trading price of the
Shares on the TSX for the five trading days immediately preceding the date of grant. The Committee
may, in its sole discretion, determine the time during which options shall vest and the method of vesting,
or that no vesting restriction shall exist. The term of an option shall be a period of time fixed by the
Committee, not to exceed ten years from the date the option is granted or such other maximum period
permitted by the TSX or the WSE or any regulatory body having jurisdiction, provided that the option term
shall be reduced with respect to any option regarding cessation as a director, employee or consultant of
the Company or its subsidiary, or death of the Participant. Historically the Committee has fixed the term of
options at five years from the date of grant, except the options issued in 2016 to Mr. Auld which have a
seven year term. If applicable and if a Participant ceases to be a director, employee or consultant of the
Company or its subsidiary for any reason (other than death), the Participant may, but only within 90 days
after the Participant’s ceasing to be a director, employee or consultant, exercise the Participant’s option,
but only to the extent that the Participant was entitled to exercise it at the date of such cessation. For
greater certainty, any Participant who is deemed to be an employee of the Company pursuant to any
medical or disability plan of the Company shall be deemed to be an employee for the purposes of the
stock option plan. All rights, benefits and options accruing to any Participant in accordance with the terms
and conditions of the stock option plan are not transferable or assignable except in the case of the death
of a Participant. In the event of the death of a Participant, the option(s) previously granted to such
Participant shall be exercisable only within six months following the date of the death of the Participant or
prior to the time of expiry of such option, whichever is earlier, and then only (a) by the person or persons
to whom the Participant's rights under the option shall pass by the Participant's will or the laws of descent
and distribution; and (b) if and to the extent that the Participant was entitled to exercise the option at the
date of the Participant's death.
The stock option plan provides that appropriate adjustments in the number of Shares optioned and in the
option price per Share, regarding options granted or to be granted, may be made by the Committee in its
discretion to give effect to adjustments in the number of Shares resulting subsequent to the approval of
the stock option plan by the Committee from subdivisions, consolidations or reclassifications of the
Shares, the payment of stock dividends by the Company or other relevant changes in the capital of the
Company. No financial assistance is provided by the Company to Participants to exercise options granted
pursuant to the stock option plan. The stock option plan does not currently grant the Company the right to
transform an option into a stock appreciation right involving an issuance of securities from the Company’s
treasury.
Subject to the rules of the TSX and the WSE and any regulatory body having jurisdiction, the Board of the
Company shall have the unfettered right at any time and from time to time to amend, rescind or terminate
the stock option plan as it shall deem advisable, without shareholder approval, provided, however, that no
such amendment, rescission or termination shall impair or change the rights and options theretofore
granted under the stock option plan without the prior written consent of the Participant or Participants
affected.
As at the date hereof, options to acquire an aggregate of 8,982,000 Shares are currently outstanding,
representing approximately 4.1% of the issued and outstanding Shares. Options to acquire an aggregate
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of 12,749,881 Shares are available to be granted under the stock option plan representing approximately
5.9% of the issued and outstanding Shares.
Outstanding Share-Based Awards and Option-Based Awards as at December 31, 2017 – NEOs
The Shares began trading on the WSE on May 25, 2010 and on the TSX on June 27, 2013. The value of
the unexercised in-the-money options as at December 31, 2017 has been determined based on the
excess of the trading price on the TSX over the exercise price of such options. The closing price of the
Shares on the TSX on the last day of trading prior to the end of the 2017 fiscal year was CAD$0.32 per
Share, or USD$0.26 per Share based on a currency exchange rate of 0.7971.
The following table sets forth all awards outstanding as at December 31, 2017 held by Named Executive
Officers, including awards made before the most recently completed year. Grants under the stock option
plan are considered to be “option-based awards” under applicable securities laws.
Option-based Awards
Number of
Option
securities exercise
underlying
price
unexercised
options

Jeffrey D. Auld
President and
Chief Executive
Officer

1,000,000

($)(1)
0.29

3,500,000

Tracy H. Heck
Chief Financial
Officer

(#)

Share-based Awards

Option
Value of Number of Market or Market or
expiration unexercised share or
payout
payout value
date
in-the-money units of
value of
of vested
options
shares
shareshare-based
that have
based
awards not
not vested awards
paid out or
that have
distributed
not vested
(2)
(D-M-Y)
(#)
($)
($)(1)
31-05-22

-

0.26

22-09-23

-

2,750,000

0.29

31-05-22

Calvin Brackman
Vice President
External Relations
and Strategy

750,000

0.29

Trevor Rath (3)
Vice President
Operations

650,000

0.29

-

-

-

-

-

-

-

31-05-22

-

-

-

-

31-05-22

-

-

-

-

Notes:
(1)

Options issued with an exercise price of CAD$0.37 in 2017 and CAD$0.32 in 2016.

(2)

Calculated based on the difference between the closing price of the Shares of $0.26 on the TSX as at December 31, 2017
(based on a closing price of CAD$0.32 per share and a currency exchange rate of 0.7971) and the exercise price of the option
multiplied by the number of Shares underlying the options. All options were out-of-the money at December 31, 2017.

(3)

Mr. Rath resigned on January 31, 2018 resulting in forfeiture of his outstanding options.
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Incentive Plan Awards – Value Vested or Earned During the Most Recently Completed Financial
Year
The following table sets forth the value of the awards that vested for each Named Executive Officer under
the stock option plan in 2017, as well as non-equity incentive plan compensation earned during the
financial year ended December 31, 2017.
Option-based awards – Share-based awards – Non-equity incentive plan
Value vested during Value vested during
compensation – Value
the year (3)
the year (4)
earned during the year
($)
28,416

($)
7,453

($)
-

-

N/A

-

Calvin Brackman
Vice President External
Relations and
Strategy ( 1)

-

N/A

-

Trevor Rath
Vice President
Operations ( 2)

-

N/A

-

Jeffrey D. Auld
President and Chief
Executive Officer
Tracy H. Heck
Chief Financial Officer

Notes:
(1)

Mr. Brackman was appointed March 17, 2017.

(2)

Mr. Rath was appointed March 16, 2017 and resigned effective January 31, 2018.

(3)

Mr Auld, was the only NEO who had options vest during 2017. The share price on date of vesting was CAD$0.35 as compared
to an option exercise price of CAD$0.32. The value was translated using the exchange rate of USD/CAD of 0.8119 on
September 22, 2017.

(4)

As part of Mr. Auld’s employment contract, CAD$10,000 of common shares were to be issued on employment. On April 6,
2017, 22,197 common shares were issued to Mr. Auld. The value was translated using the exchange rate of USD/CAD of
0.7453 on April 6, 2017.

Termination of Employment and Change of Control Arrangements
Employment Agreements
Jeffrey Auld, President and Chief Executive Officer of the Company, based in London, England has an
executive employment agreement with the Company which provides for compensation in the event of
termination of employment from the Company without lawful cause. Under the termination provisions of
the contract, Mr. Auld would, if terminated without cause or constructively dismissed, be entitled to
receive a settlement payment equal to the sum of 12 months of base salary plus the average of the two
most recent annual bonuses paid. In addition, Mr. Auld’s employment contract provides for the above
termination benefits to be payable on a change in control of the Company.
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Tracy Heck, Chief Financial Officer of the Company, based in Calgary, Alberta, Canada has an executive
employment agreement with the Company which provides for compensation in the event of termination of
employment from the Company without lawful cause. Under the termination provisions of the contract,
Ms. Heck would, if terminated without cause or constructively dismissed, be entitled to receive a
settlement payment equal to the sum of 12 months of base salary plus 100% of the bonus received by the
executive in the previous year. Furthermore, the executive will be entitled to continue in the benefit plans
of the Company for 12 months from the termination date. If the benefit plans cannot be extended, the
Company will pay to the executive the cost of the Company’s premiums for 12 months in lieu of
participation in the Company’s benefit plans. In addition, Ms. Heck’s employment contract provides for the
above termination benefits to be payable on a change in control of the Company.
Calvin Brackman, Vice President External Relations and Strategy of the Company, based in Calgary,
Alberta, Canada has an executive employment agreement with the Company which provides for
compensation in the event of termination of employment with the Company without lawful cause. Under
the termination provisions of the contract, Mr. Brackman would, if terminated without cause or
constructively dismissed, be entitled to receive a settlement payment equal to the sum of 6 months of
base salary. Furthermore, the executive will be entitled to continue in the benefit plans of the Company
for 6 months from the termination date. If the benefit plans cannot be extended, the Company will pay to
the executive the cost of the Company’s premiums for 6 months in lieu of participation in the Company’s
benefit plans.
Stock Options
Options granted to the NEOs terminate immediately upon termination for cause. Unexercised options
remaining in the event of termination other than as stated above may be exercised within the lesser of 90
days (six months in the case of the death of the optionee) following termination of employment or prior to
expiry of the option exercise period.
Estimated Termination Payment and Benefits
The following table sets out the estimated incremental payments and benefits payable to each of the
NEOs at the time of, following, or in connection with, an involuntary or constructive termination. The table
below assumes that the triggering event giving rise to the incremental payment took place on the last
business day of the Company’s most recently completed financial year.

Name and
Principle Position

Months of Base
S alary
(S )

Jeffrey D. Auld
President and Chief
Executive Officer

211,767

-

Tracy Heck
Chief Financial
Officier

196,365

-

Calvin Brackman
Vice President External
Relations and Strategy

Accrued but
Unused Vacation
(S )

Multiple of
Bonus
(S )

(1)

Months of
Benefits Paid
(S )

211,767

-

77,006

196,365

77,006

Notes:
(1)

Total
Compensation
(S )

In the case of Mr. Auld and Ms. Heck, the bonus is as defined in their employment contracts.
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The NEO employment contracts do not provide for payments or benefits in connection with a voluntary
termination, resignation or retirement.
Retirement Plans
The Company has no formal pension, retirement or other such long-term incentive compensation plan in
place for directors, executive management or employees.
Financial Instruments
As part of the Company’s Insider Trading Policy, Named Executive Officers and directors are prohibited
from selling securities of the Company if they do not own or have not fully paid for the securities to be
sold (short sales). In addition, Named Executive Officers and directors are prohibited from trading in
options on the Company’s securities. Named Executive Officers and directors are not specifically
prohibited from purchasing prepaid variable forward contracts, equity swaps, collars or units of exchange
funds that are designed to hedge or offset a decrease in market value of equity securities (or options in
respect thereof) granted as compensation or held, directly or indirectly but are discouraged from doing so.
Trades of the Company’s securities are to be for investment purposes only and not for short-range
speculation and Named Executive Officers and directors are discouraged from frequent trading in the
Company’s securities.
Risk of Compensation Policies and Practices
The Board and the Committee have not formally considered the implications of the risks associated with
the Company’s compensation policies and practices. However, the Company’s compensation practices
give greater weight toward long-term incentives than short-term incentives with a view to mitigating the
risk of encouraging short-term goals at the expense of long-term sustainability and the enhancement of
shareholder value. The discretionary nature of the annual bonus awards and option grants are significant
elements of the Company’s compensation plans and provide the Board and the Committee with the ability
to reward individual and corporate performance and individual behaviour that the Board and the
Committee consider to be aligned with the best interest of the Company.
COMPENSATION OF DIRECTORS
The non-management directors of the Company are paid a retainer of CAD$1,000 per month and
CAD$1,000 per board or committee meeting. The chairman of the Audit Committee receives an
additional CAD$3,000 per annum. Non-management directors do not receive any other direct
compensation for their role as directors of the Company other than stock option grants from time to time.
All reasonable expenses incurred by directors in their capacity as directors are paid by the Company.
Management directors (Mr. Auld and Ms. Heck) do not receive any compensation for acting as directors
of the Company or for attending board or committee meetings. The Company maintains a director and
officer liability insurance policy pursuant to which directors and officers are insured for liabilities which
may arise from the conduct of their activities on behalf of the Company. The amount of the insurance is,
in aggregate, CAD$15,000,000 per year.
Director Compensation Table
The following table summarizes the compensation paid, payable, awarded or granted to each of the nonexecutive directors of the Company for the year ended December 31, 2017.
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Name and principal
position

Fees Earned
US D

awards (1)

Non-equity
incentive plan
compensation

Pension value

All other
compensation

Total
compensation

($)

($)

($)

($)

($)

S hare-based
awards

Option-based

($)
Lukasz Redziniak

14,631

N/A

-

N/A

N/A

-

14,631

Helmut J. Langanger

20,022

N/A

12,619

N/A

N/A

-

32,641

Sebastian. Kulczyk

9,241

N/A

-

N/A

N/A

-

9,241

Iorich, Evgenij

18,866

N/A

8,413

N/A

N/A

-

27,279

Eleanor Barker

11,936

N/A

8,413

N/A

N/A

-

20,349

James Causgrove

3,850

N/A

2,317

N/A

N/A

-

6,167

Domink Libicki

15,401

N/A

N/A

N/A

2,310

N/A

N/A

N/A

Duncan Nightingale

-

15,401
-

2,310

Notes:
(1)

Comprised of options issued pursuant to the Company’s stock option plan. During 2017 options were issued to the
independent directors being Mr. Langanger, Ms. Barker, Mr. Causgrove and Mr. Iorich. All options vest 1/3 on the three
subsequent years following grant date. The value of the options is based on the grant date fair value of the options using the
Black Scholes method, calculated in accordance with IFRS 2, Share-Based Payments, as follows:
Year ended
December 31,
2017
0.97%
nil
78.00%
0.00%
5.0

Risk free interest rate
Expected dividend yield
Expected volatility
Forfeiture rate
Expected option life

(2)

Consistent with the presentation used elsewhere, fees are reported in U.S. dollars. However fees are earned by and paid to
directors in Canadian dollars. The currency exchange rate used to translate the compensation from Canadian dollars into U.S.
dollars is 0.7701 being the average rate for 2017 per the Bank of Canada.

(3)

Ms. Barker was appointed to the Board effective May 31, 2017 and Mr. Causgrove was appointed to the Board effective
September 28, 2017. Mr. Nightingale was appointed to the Board on May 31, 2017 and resigned on July 7, 2017.

(4)

Mr. Kulczyk and Mr. Langanger resigned from the Board on March 7, 2018.

Outstanding Share-Based Awards and Option-Based Awards as at December 31, 2017 - Directors
The following table sets forth all outstanding awards held by the non-executive directors of the Company
as at December 31, 2017. Awards under the stock option plan are considered “option-based awards”
under applicable securities laws.
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Name

Option-based Awards
Number of
securities
underlying
unexercised
options
(#)

Lukasz Redziniak

Option
Option
exercise price
($)

-

(1)

expiration date
(1)

(D-M -Y)

Value of
unexercised
in-the-money
options
($)

(2)

-

S hare-based Awards
Market or
Market or
payout value payout value of
Number of
of sharevested shareUnits that
based awards
based awards
have not
that have not
not paid out or
vested
vested
distributed
(#)

(2)

($)

(4)

($)

(4)

-

-

-

-

Sebastian Kulczyk
-

-

-

-

150,000

0.29

31-05-22

-

-

-

-

Iorich, Evgenij

100,000

0.29

31-05-22

-

-

-

-

Eleanor Barker

100,000

0.29

31-05-22

James Causgrove

100,000

0.29

20-11-22

-

-

-

-

-

-

-

-

Helmut Langanger

Dominik Libicki

(3)

-

-

Notes:
(1)

Options issued in 2017 with an exercise price of CAD$0.37 and CAD$0.36.

(2)

Calculated based on the difference between the closing price of the Shares of $0.26 on the TSX as at December 31, 2017
(based on a closing price of CAD$0.32 per share and a currency exchange rate of 0.7971) and the exercise price of the option
multiplied by the number of Shares underlying the options. All options were out-of-the money at December 31, 2017.

(3)

Mr. Langanger resigned on March 7, 2018 resulting in forfeiture of his outstanding options.

Incentive Plan Awards – Value Vested or Earned During the Most Recently Completed Financial
Year
During the financial year ended December 31, 2017, no option based awards vested to non-executive
directors of the Company and no non-equity incentive plan compensation were paid to non-executive
directors of the Company.
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APPENDIX E
FORM 58-101F1 CORPORATE GOVERNANCE DISCLOSURE

Effective May 3, 2018, the Company continued from Alberta, Canada, to Jersey, Channel Islands. In
connection with the continuance, the Company changed its name form Serinus Energy Inc. to Serinus
Energy plc and adopted new charter documents.
In keeping with the principles of good corporate governance, the Board has established committees to
ensure compliance with the guidelines set out in the Quoted Companies Alliance Corporate Governance
Code for Small and Mid-Size Quoted Companies (the “QCA” code) in light of the Company being listed on
the Alternative Investment Market (“AIM”) of the London Stock Exchange.
Board of Directors
The Board of the Company is currently comprised of seven directors. Three of the Company’s seven
directors, being Mr. Iorich, Ms. Barker and Mr. Causgrove, are “independent” (as defined in National
Instrument 58-101 – Corporate Governance Disclosure). The board has concluded that Mr. Auld and
Ms. Heck, as Executive Officers of the Company, and Mr. Rędziniak and Mr. Jakubowicz, as executive
officers of KI (which owns approximately 38.77% of the issued and outstanding Shares of the Company),
are not independent. As of the date, the number of independent directors (3) is less then the number of
non-independent directors (4).
To facilitate the exercise of independent judgment in carrying out its responsibilities, the board has
ensured that all of its committees are comprised of independent directors or, in the case of Mr.
Rędziniak’s membership on the Remuneration Committee and Nomination Committee, that he is
independent of management of the Company.
Directorships
The following table sets forth the directors of the Company who currently hold directorships with other
reporting issuers, together with the name of such issuer, the exchange upon which it trades and its
trading symbol:
Director
Jeffrey D. Auld

Issuer
Lansdowne Oil and Gas PLC (LOGP: AIM LSE)

Evgenij Iorich

Peninsula Energy Limited (ASX:PEN)

Łukasz A. Rędziniak

TC Dębica (WSE:DBC)
Polenergia SA (WSE:PEP)

ASX: Australian Securities Exchange
LSE: London Stock Exchange
WSE: Warsaw Stock Exchange
Independence of Directors
For each committee on which the independent directors sit, they hold regularly scheduled in camera
sessions at which non-independent directors and members of management are not in attendance. The
current independent members of the board have been selected on the basis of their knowledge and years
of industry experience and their experience with corporate governance and they actively participate in
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board discussions and decisions. The board meets and each of the committees of the board meet on a
regular basis to fulfill their respective mandates.
At the board level, open and candid discussion of the independent directors is facilitated through regularly
scheduled in camera sessions at which non-independent directors and members of management are not
in attendance.
The current interim Chairman of the board, Mr. Redziniak, is a non-independent director.
Attendance Record
The following table reflects the attendance record for each of the Company’s current directors at meetings
of the board and committee meetings since January 1, 2017 up to the date of this document.
Committees
Name

Board
Audit
(11 meetings) (7 meetings)

Reserves
(3 meeting)

Remuneration
(5 meetings)

3

1

Jeffrey D. Auld (1)
Łukasz A. Rędziniak

11

Evgenij Iorich

7

5

1

5

10

5

1

2

7

3

2

4

2

1

1

(2)

Eleanor Barker

James Causgrove

(3)
(4)

Dawid Jakubowicz
(5)

Tracy Heck

7

9

5

Notes:
(1)

Mr. Auld is an executive director of the Company who attends most committee meetings but is not a member of the
committees.

(2)

Ms. Barker was appointed to the Board on May 31, 2017, the Audit Committee on May 31, 2017, the Reserves Committee
on March 7, 2018 and the Remuneration Committee on May 31, 2017.

(3)

Mr. Causgrove was appointed to the Board on September 28, 2017, the Reserves Committee on November 9, 2017 and
the Audit Committee on March 7, 2018.

(4)

Mr. Jakubowicz was appointed to the Board on March 7, 2018.

(5)

Ms. Heck was appointed to the Board on May 18, 2018. Ms. Heck is an executive director of the Company who attends
most committee meetings but is not a member of the committees.

Board Mandate
A copy of the mandate for the Board of the Company is attached as Appendix F.
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Position Descriptions
The Memorandum and Articles of Association of the Company, available on the Company’s website,
outlines the role of executive directors and non-executive directors and the role of the Chairman of the
Board. The executive directors act under the direction of the board and in accordance with applicable
law, including the Companies (Jersey) Law 1991.
The Company has terms of reference for the Chief Executive Officer, which set out his or her general and
specific duties and responsibilities.
The duties and responsibilities of the Company’s committees are set out in the committees’ terms of
reference and are available on the Company’s website.
Orientation and Continuing Education
The board ensures that prospective candidates fully understand the role of the board and its committees
and the contribution that individuals are expected to make. No formal continuing education measures are
currently in place for the directors. However, all directors are encouraged to participate in educational
opportunities for directors that are available through third parties.
Ethical Business Conduct
The board has adopted a Code of Business Conduct and Ethics (the “Code”) for its directors and
employees which is designed to provide guidance on the conduct of the Company’s business in
accordance with high ethical standards. The Code provides that certain personnel of the Company may
be asked to certify their review of, and compliance with, the Code from time to time. A hard copy of the
Code may be requested by contacting R. Yaniw at the Company’s Calgary office address.
Effective May 3, 2018, the Company adopted the Anti-Bribery, Anti-Corruption and Sanctions Compliance
policy (“ABC Policy”) replacing its previous Anti-Corruption Compliance Policy. The ABC Policy is
intended to ensure that the Company and its majority owned subsidiaries do not receive an improper
advantage in its business dealings and to ensure that all payments and expenses are properly recorded
in the Company’s financial books and records. The ABC Policy confirms the Company’s commitment to a
zero tolerance of bribery or any other form of corrupt behaviour on the part of any member, director,
officer or employee of the Company and any third party which conducts business with or on behalf of the
Company. The Policy also outlines the Company’s commitment to complying with sanctions law and
regulations of the jurisdictions in which it operates.
In addition, the board believes that the fiduciary duties placed on individual directors by the Company’s
governing corporate legislation, the common law and the restrictions placed by applicable corporate and
securities legislation on an individual director’s participation in decisions of the board in which the director
has an interest have been sufficient to ensure that the board operates independently of management and
in the best interests of the Company.
Nomination of Directors
All members of the board are cognizant of the potential need to identify prospective new board members.
Due to the current size of the board and the fact that there are no mandatory terms or term limits, the
Company expects that, in most circumstances, it will receive adequate notice to replace any current
member of the board who should wish to retire. The Nomination Committee has the responsibility of
reviewing the balance and effectiveness of the Board as well as identifying the skills needed by the Board
and those individuals who might best provide them. The Nomination Committee, of which two of the three
members, being Ms. Barker and Mr. Iorich, are independent directors. The third member, Mr. Rędziniak,
is a member of the Management Board of KI, which owns approximately 38.77% of the issued and
outstanding Shares, and is independent of the management of the Company.
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Mandatory Retirement Age or Term Limits
While the Board does not have a policy which provides for a mandatory retirement age or limits the time
in which a director can serve, the Board does regularly review its composition and expertise.
Diversity
Each year, the Nomination Committee reviews the general and specific criteria applicable to candidates
to be considered for nomination to the Board. The Committee aims to maintain the composition of the
Board in a way that provides the best mix of skill and experience to guide the Company’s long-term
strategy and ongoing business operations.
The Board has not adopted a written policy or set targets for identifying and nominating female directors
or executive management, When considering candidates to fill vacancies, the review takes into account
diversity and personal characteristics such as age, gender, cultural and educational background in
addition to ensuring the Board and executive management have the proper skills and experience to be
effective.
Currently the Company has two female board members (29%) and 33% of executives (1 of 3 executives)
are female.
Compensation
The Company has established a Remuneration Committee, of which two of the three members, being Ms.
Barker and Mr. Iorich, are independent directors. The third member, Mr. Rędziniak, is a member of the
Management Board of KI, which owns approximately 38.77% of the issued and outstanding Shares, and
is independent of the management of the Company. With respect to compensation matters, the
Remuneration Committee considers the appropriate compensation for members of the board including
the chairman of any committee of the board on an annual basis by evaluating general industry
marketplace practices, the roles and responsibilities required by the members of the board and by
benchmarking the compensation of board members in comparison with the compensation of suitable peer
groups and makes recommendations to the board regarding same. The Remuneration Committee’s
duties and responsibilities respecting compensation matters also include, but are not limited to, the
following:
(1)

determine and agree with the Board the framework or broad policy for the remuneration,
pension rights and compensation payments of the Chairman of the Board, the executive
directors and such other members of the executive management as it is designated by
the Board to consider. The remuneration of non-executive directors shall be a matter for
the Board or the shareholders (within the limits set in the articles of association). No
director or senior manager shall be involved in any decisions as to their own
remuneration. The Committee shall recommend and monitor the level and structure of
remuneration for senior management.

(2)

review the ongoing appropriateness and relevance of the remuneration policy.

(3)

in consultation with the Board, perform an annual performance review of the Chief
Executive Officer (“CEO”) and review and provide recommendations to the Board on
the compensation of the CEO.
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(4)

approve the design of, and determine targets for, any performance related pay schemes
operated by the Company and approve the total annual payments made under such
schemes; and

(5)

review the design of all share incentive plans for approval by the Board and shareholders

(6)

reviewing with the Chief Executive Officer the Company’s broad policies on
compensation for all employees.

Other Board Committees
In addition to the Audit Committee, the Remuneration Committee and the Nomination Committee, the
board has established the Reserves Committee, which has the general responsibility of overseeing the
evaluation of the Company’s petroleum and natural gas reserves. Mr. Causgrove and Ms. Barker are the
current members of this committee.
Assessments
The Nomination Committee is responsible by its terms of reference for evaluation of the effectiveness of
the Board, committees of the board and individual directors. The committee evaluates board
effectiveness through both its formal and informal communications with members of the board. The
Nomination Committee, with the participation of the executive directors of the Company, may recommend
changes to enhance board performance based in relation to current industry and regulatory expectations.
This methodology has been both responsible and practical.
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APPENDIX F
BOARD OF DIRECTORS MANDATE
(Adopted by the Board of Directors on December 21, 2006)
(Name Change from Kulczyk Oil Ventures Inc. to Serinus Energy Inc. on June 24, 2013)
(Adopted by the Board pursuant to a meeting held on May 3, 2018)

A.

PURPOSE

The Board of Directors (the "Board") of the Corporation has the responsibility to oversee the
business of the Corporation and the activities of the Corporation's management, which is responsible
for the day-to-day conduct of the Corporation's business. The Board's fundamental objectives are to
enhance and preserve long-term shareholder value, to ensure the Corporation meets its obligations on
an ongoing basis and that the Corporation operates in a reliable, safe and ethical manner. In
performing its functions, the Board should also consider the legitimate interests of its other
stakeholders, such as employees, customers and communities may have in the Corporation. In
overseeing the conduct of the business, the Board, through the Chief Executive Officer, shall set the
standards of conduct for the enterprise.

B.

PROCEDURES AND ORGANIZATION

The Board operates by delegating certain of its authorities to management and by
preserving certain powers to itself. The Board retains the responsibility for managing its own
affairs including selecting its Chair, nominating candidates for election to the Board and
constituting committees of the full Board. Subject to the Articles and By-Laws of the Corporation
and the Business Corporations Act (Alberta), the Board may constitute, seek the advice of and
delegate its powers, duties and responsibilities to committees of the Board.

C.

DUTIES AND RESPONSIBILITIES

The Board's principal duties and responsibilities fall into a number of categories, which
are outlined below.

1.

Legal Requirements

(a)
(b)

The Board has the responsibility to ensure that legal requirements have been met
and documents and records have been properly prepared, approved and maintained.
The Board has the statutory responsibility to

(i)
(ii)
(iii)
(iv)

(c)

manage the business and affairs of the Corporation;
act honestly and in good faith with a view to the best interests of the
Corporation;
exercise the care, diligence and skill that reasonable, prudent people would
exercise in comparable circumstances; and
act in accordance with its obligations contained in the Business
Corporations Act (Alberta) and the regulations thereto, the Corporation's
Articles and By-Laws, the Securities Act of each province and territory of
Canada, and other relevant legislation, regulations and regulatory
authorities.

The following matters may not be delegated to management or to a committee of
the Board and must be considered by the full Board.
(i)
The submission to the shareholders of a question or matter requiring
the approval of the shareholders.
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(ii)
(iii)
(iv)
(v)
(vi)

(vii)
(viii)
(ix)
(x)
2.

The filling of a vacancy among the Directors or in the office of auditor.
The issuance of securities of the Corporation, other than options to
purchase securities of the Corporation.
The declaration of dividends.
The purchase, redemption or any other form of acquisition of securities
issued by the Corporation.
The payment of a commission to any person in consideration of that
person purchasing or agreeing to purchase shares of the Corporation
from the Corporation or from any other person , or procuring or
agreeing to procure purchasers for any such shares.
The approval of management proxy circulars.
The approval of any take-over bid circular or directors' circular.
The approval of financial statements of the Corporation.
The adoption, amendment or repeal of By-Laws of the Corporation.

Independence
The Board has the responsibility to ensure that appropriate structures and procedures are
in place to permit the Board to function independently of management. To this end, the
Board shall be comprised of a majority of members who would be considered
"independent" within the meaning of applicable securities laws.
The independent directors shall meet regularly at which non-independent directors and
members of management are not in attendance.

3.

Strategy Determination
The Board has the responsibility to ensure there are long-term goals and a strategic
planning process in place for the Corporation and to participate with management directly
or through its committees in developing and approving the strategy by which it proposes to
achieve its goals.

4.

Managing Risk
The Board has the responsibility to understand the principal risks of the business in which
the Corporation is engaged, to achieve a proper balance between risks undertaken and the
potential return to shareholders, and to ensure that there are systems in place which
effectively monitor and manage those risks with a view to the long-term viability of the
Corporation.

5.

Appointment Training and Monitoring Senior Management The
Board has the responsibility to
(a)
appoint the Chief Executive Officer (the "CEO"), to monitor and assess CEO
performance, to determine CEO compensation, and to provide advice and counsel
in the execution of the CEO's duties;
(b)
approve the appointment and remuneration of all corporate officers, acting upon
the advice of the CEO; and

(c)
6.

ensure that adequate provision has been made to train and develop management
and for the orderly succession of management.

Policies Procedures and Compliance
The Board has the responsibility to;
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(a)
(b)
(c)
(d)
7.

ensure that the Corporation operates at all times within applicable laws and
regulations and to the highest ethical and moral standards;
approve and monitor compliance with significant policies and procedures by
which the Corporation is operated;
ensure the Corporation sets high environmental standards in its operations and is
in compliance with environmental laws and legislation; and
ensure the Corporation has in place appropriate programs and policies for the
health and safety of its employees in the workplace.

Reporting and Communication
The Board has the responsibility to:
(a)
ensure the Corporation has in place policies and programs to enable the
Corporation to communicate effectively with its shareholders, other stakeholders
and the public generally;
(b)
ensure that the financial performance of the Corporation is adequately reported to
shareholders, other security holders and regulators on a timely and regular basis;
(c)
ensure that the financial results are reported fairly and in accordance with
generally accepted accounting standards;
(d)
ensure the timely reporting of any other developments that have a significant and
material impact on the value of the Corporation; and
(e)
report annually to shareholders on its stewardship of the affairs of the
Corporation for the preceding year.

8.

Monitoring and Acting
The Board has the responsibility to
(a)
monitor the Corporation's progress towards it goals and objectives and to revise
and alter its direction through management in response to changing
circumstances;
(b)
take action when performance falls short of its goals and objectives or when other
special circumstances warrant; and
(c)
ensure that the Corporation has implemented adequate control and information
systems which ensure the effective discharge of its responsibilities.
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