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This document is important and requires your immediate attention. If you have any questions as to how to deal
with it, you should consult your investment dealer, broker, lawyer or other professional advisor or you may
contact Shorecrest Group Ltd. by telephone at 1 (888) 637-5789 (toll free in North America) or (647) 931-7454
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merits of the plan of arrangement described in this information circular.
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LETTER TO MBOG SHAREHOLDERS

September 19, 2018
Dear MBOG Shareholders:
You are invited to attend a special meeting (the "MBOG Meeting") of the holders ("MBOG Shareholders") of
common shares (the "MBOG Shares") of Mount Bastion Oil & Gas Corp. ("MBOG") to be held at the Hyatt
Regency Calgary, 700 Centre Street S., Calgary, Alberta in the Stephen Room at 9:00 a.m. (Calgary time) on
October 24, 2018 for the following purposes:
1.

to consider and, if thought advisable, to approve, with or without amendment, a special resolution (the
"MBOG Arrangement Resolution") to approve a plan of arrangement involving Surge Energy Inc.
("Surge"), MBOG and MBOG Shareholders (the "Arrangement") under Section 193 of the Business
Corporations Act (Alberta); and

2.

to transact such other business as may properly come before the MBOG Meeting or any adjournment
thereof.

Further particulars of the matters referred to above and the full text of the MBOG Arrangement Resolution are set
forth in the accompanying joint management information circular of Surge and MBOG dated September 19, 2018
(the "Information Circular"). All capitalized terms used in this letter but not otherwise defined have the meanings
set forth in the Information Circular under "Glossary of Terms".
MBOG and Surge entered into an arrangement agreement dated as of September 5, 2018 (the "Arrangement
Agreement") pursuant to which Surge will acquire all the outstanding MBOG Shares and MBOG Shareholders
(other than Dissenting MBOG Shareholders) will receive, at such MBOG Shareholder's election: (a) 0.803 common
shares of Surge ("Surge Shares") for each MBOG Share held; (b) $1.863 in cash for each MBOG Share held; or (c)
a combination of cash and Surge Shares for all of such MBOG Shareholder’s MBOG Shares, subject in each case to
proration, provided that Surge shall issue no more than an aggregate of 75,431,034 Surge Shares or pay more than
an aggregate of $145,000,000 (subject to adjustment for dissenting MBOG Shareholders) in exchange for the
MBOG Shares, all pursuant to the terms of the Plan of Arrangement. If the Arrangement is completed as
contemplated, it is expected that former MBOG Shareholders (including holders of “in-the-money” MBOG Options
and MBOG Warrants which are expected to be exercised prior to the effective time of the Arrangement) will own
approximately 25% of the outstanding Surge Shares (on an undiluted basis) subsequent to the Arrangement.
National Bank Financial Inc. ("National Bank") has acted as financial advisor to the board of directors of MBOG
(the "MBOG Board") and National Bank has provided the MBOG Board with an opinion that, as of the date of
such opinion and subject to the assumptions, limitations, qualifications and other matters stated in such opinion, the
consideration to be received by MBOG Shareholders pursuant to the Arrangement is fair, from a financial point of
view, to the MBOG Shareholders. The fairness opinion of National Bank is attached as Appendix F to the
Information Circular.
The MBOG Board has reviewed the terms of the Arrangement in detail and after considering, among other things,
(i) the fairness opinion provided by National Bank; (ii) the anticipated benefits of the Arrangement; and (iii) the
risks associated with completing the Arrangement, the MBOG Board has unanimously determined that the
Arrangement is in the best interests of MBOG, determined the consideration to be received by the MBOG
Shareholders pursuant to the Arrangement is fair, from a financial point of view, to the MBOG Shareholders,
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approved the Arrangement and the entering into of the Arrangement Agreement and resolved to recommend that the
MBOG Shareholders vote in favour of the MBOG Arrangement Resolution.
The MBOG Arrangement Resolution must be approved by not less than 66⅔% of the votes cast by the MBOG
Shareholders, present in person or by proxy at the MBOG Meeting.
The MBOG Board unanimously recommends that the MBOG Shareholders vote FOR the MBOG
Arrangement Resolution.
It is important that your MBOG Shares are represented at the MBOG Meeting. If you are unable to attend the
MBOG Meeting in person we request that you date and sign the enclosed form of proxy and mail it to or deposit it
with Computershare Trust Company of Canada, Proxy Dept., 100 University Avenue, 8th Floor, Toronto, Ontario
M5J 2Y1, or by facsimile at 1-866-249-7775. In order to be valid and acted upon at the MBOG Meeting, forms of
proxy must be received at the aforesaid address not later than 9:00 a.m. (Calgary time) on October 22, 2018 or not
less than 48 hours (excluding Saturdays, Sundays and holidays) prior to any adjournment of the MBOG Meeting.
The time limit for the deposit of proxies may be waived or extended by the Chair of the Meeting at his or her
discretion without notice. For information regarding the voting or appointing a proxy by internet, see the form of
proxy for MBOG Shareholders and the Information Circular under the heading "General Proxy Matters – MBOG –
Voting by Internet".
The Information Circular contains a detailed description of the Arrangement as well as detailed information
regarding MBOG and Surge and certain pro forma and other combined information after giving effect to the
Arrangement. It also includes certain risk factors relating to the completion of the Arrangement and the potential
consequences of a MBOG Shareholder exchanging its MBOG Shares for Surge Shares or Cash Consideration in
connection with the Arrangement. Please give this material your careful consideration and, if you require assistance,
consult your financial, tax or other professional advisors. In the event of a postal disruption as a result of a Canada
Post labour disruption or other cause, please see "General Proxy Matters – MBOG – Appointment and Revocation of
Proxies" and "General Information – Information for Beneficial Shareholders" in the Information Circular for
information on how to obtain and submit a form of proxy or voting information form, as applicable.
MBOG management and the MBOG Board are excited about the growth prospects and potential value creation for
MBOG Shareholders that the combination with Surge is expected to bring.
On behalf of MBOG, we would like to thank you for your continued support as we proceed with this important
transaction. We look forward to receiving your support at the MBOG Meeting.
Yours truly,
(signed) "Curt Labelle"
Curt Labelle
President
Mount Bastion Oil & Gas Corp.
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LETTER TO SURGE SHAREHOLDERS

September 19, 2018
Dear Surge Shareholders:
You are invited to attend a meeting (the "Surge Meeting") of the holders ("Surge Shareholders") of common
shares (the "Surge Shares") of Surge Energy Inc. ("Surge") to be held at the Hyatt Regency Calgary, 700 Centre
Street S., Calgary, Alberta, in the Stephen Room at 10:00 a.m. (Calgary time) on October 24, 2018 for the following
purposes:
1.

to consider and, if thought advisable, to approve, with or without amendment, an ordinary resolution (the
"Surge Resolution") approving the issuance of Surge Shares pursuant to a plan of arrangement (the
"Arrangement") involving Mount Bastion Oil & Gas Corp. ("MBOG"), Surge and the holders ("MBOG
Shareholders") of common shares ("MBOG Shares") of MBOG under Section 193 of the Business
Corporations Act (Alberta); and

2.

to transact such other business as may properly come before the Surge Meeting or any adjournment thereof.

Further particulars of the matters referred to above and the full text of the Surge Resolution are set forth in the
accompanying joint management information circular of Surge and MBOG dated September 19, 2018 (the
"Information Circular"). All capitalized terms used in this letter but not otherwise defined have the meanings set
forth in the Information Circular under "Glossary of Terms".
MBOG and Surge entered into an arrangement agreement dated as of September 5, 2018 (the "Arrangement
Agreement") pursuant to which Surge will acquire all the outstanding MBOG Shares and MBOG Shareholders
(other than Dissenting MBOG Shareholders) will receive, at such MBOG Shareholder's election: (a) 0.803 Surge
Shares for each MBOG Share held; (b) $1.863 in cash for each MBOG Share held; or (c) a combination of cash and
Surge Shares for all of such MBOG Shareholder’s MBOG Shares, subject in each case to proration, provided that
Surge shall issue no more than an aggregate of 75,431,034 Surge Shares or pay more than an aggregate of
$145,000,000 (subject to adjustment for dissenting MBOG Shareholders) in exchange for the MBOG Shares, all
pursuant to the terms of the Plan of Arrangement. If the Arrangement is completed as contemplated, it is expected
that former MBOG Shareholders (including holders of “in-the-money” MBOG Options and MBOG Warrants which
are expected to be exercised prior to the effective time of the Arrangement) will own approximately 25% of the
outstanding Surge Shares (on an undiluted basis) subsequent to the Arrangement.
The issuance of Surge Shares in connection with the Arrangement is subject to the approval of a majority of the
Surge Shareholders pursuant to the terms of the Arrangement Agreement and the policies of the Toronto Stock
Exchange. Therefore, the Surge Resolution must be approved by a simple majority of the votes cast by the Surge
Shareholders, present in person or represented by proxy at the Surge Meeting.
The Surge Board has considered the Arrangement and after considering, among other things, (i) advice from its
financial and legal advisors; (ii) the anticipated benefits of the Arrangement; and (iii) the risks associated with
completing the Arrangement, the Surge Board has unanimously determined (other than Mr. Gilbert, who abstained
from voting due to his relationship with the controlling shareholder of MBOG) that the Arrangement is in the best
interests of Surge and approved the Arrangement and the entering into of the Arrangement Agreement.
The Surge Resolution must be approved by more than 50% of the votes cast by the Surge Shareholders, present in
person or by proxy at the Surge Meeting. It is a condition to the completion of the Arrangement that the Surge
Resolution be approved at the Surge Meeting.
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The Surge Board, other than Mr. Gilbert (who abstained from voting due to his relationship with the
controlling shareholder of MBOG), unanimously recommends that the Surge Shareholders vote FOR the
Surge Resolution.
It is important that your Surge Shares are represented at the Surge Meeting. If you are unable to attend the
Surge Meeting in person we request that you vote via the internet or telephone as per the instructions included on the
enclosed proxy or voting instruction form, or alternatively, date and sign the enclosed form of proxy and mail it to or
deposit it with Computershare Trust Company of Canada, Proxy Dept., 100 University Avenue, 8th Floor, Toronto,
Ontario M5J 2Y1, or by facsimile at 1-866-249-7775. In order to be valid and acted upon at the Surge Meeting,
forms of proxy must be received at the aforesaid address not later than 10:00 a.m. (Calgary time) on October 22,
2018 or not less than 48 hours (excluding Saturdays, Sundays and holidays) prior to any adjournment of the Surge
Meeting. The time limit for the deposit of proxies may be waived or extended by the Chair of the Meeting at his or
her discretion without notice. For information regarding the voting or appointing a proxy by internet, see the form of
proxy for Surge Shareholders and the Information Circular under the heading "General Proxy Matters – Surge –
Voting by Internet".
The Information Circular contains a detailed description of the Arrangement as well as detailed information
regarding MBOG and Surge and certain pro forma and other combined information after giving effect to the
Arrangement. It also includes certain risk factors relating to the completion of the Arrangement. Please give this
material your careful consideration. In the event of a postal disruption as a result of a Canada Post labour disruption
or other cause, please see "General Proxy Matters – Surge – Appointment and Revocation of Proxies" and "General
Information – Information for Beneficial Shareholders" in the Information Circular for information on how to obtain
and submit a form of proxy or voting information form, as applicable.
On behalf of Surge, I would like to thank all Surge Shareholders for their ongoing support as we work towards
completion of this exciting transaction. We look forward to receiving your support at the Surge Meeting.
Yours truly,
(signed) "Paul Colborne "
Paul Colborne
President and Chief Executive Officer
Surge Energy Inc.
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NOTICE OF SPECIAL MEETING OF SHAREHOLDERS OF
MOUNT BASTION OIL & GAS CORP.
TO BE HELD ON OCTOBER 24, 2018
NOTICE IS HEREBY GIVEN that pursuant to an interim order of the Court of Queen's Bench of Alberta dated
September 19, 2018 (the "Interim Order") a special meeting (the "MBOG Meeting") of the holders ("MBOG
Shareholders") of common shares ("MBOG Shares") of Mount Bastion Oil & Gas Corp. ("MBOG") will be held
at the Hyatt Regency Calgary, 700 Centre Street S., Calgary, Alberta in the Stephen Room at 9:00 a.m. (Calgary
time) on October 24, 2018, for the following purposes:
1.

to consider, pursuant to the Interim Order, and, if thought advisable, to approve, with or without
amendment, a special resolution (the "MBOG Arrangement Resolution"), the full text of which is set
forth in Appendix A to the accompanying joint management information circular of MBOG and Surge
Energy Inc. ("Surge") dated September 19, 2018 (the "Information Circular"), approving a plan of
arrangement involving Surge, MBOG and the MBOG Shareholders (the "Arrangement") under Section
193 of the Business Corporations Act (Alberta), all as more particularly described below and in the
Information Circular; and

2.

to transact such other business as may properly come before the MBOG Meeting or any adjournment
thereof.

The completion of the Arrangement is conditional upon, among other matters, the receipt of all regulatory and court
approvals.
Specific details of the matters to be put before the MBOG Meeting are set forth in the Information Circular.
The record date (the "Record Date") for the determination of MBOG Shareholders entitled to receive notice of, and
to vote at, the MBOG Meeting is September 24, 2018. Only MBOG Shareholders whose names have been entered in
the register of MBOG Shareholders at the close of business on the Record Date will be entitled to receive notice of
and to vote at the MBOG Meeting. To the extent a MBOG Shareholder transfers the ownership of any of its
MBOG Shares after the Record Date and the transferee of those MBOG Shares establishes that it owns such
MBOG Shares and requests, at least 10 days before the MBOG Meeting, to be included in the list of MBOG
Shareholders eligible to vote at the MBOG Meeting, such transferee will be entitled to vote those MBOG
Shares at the MBOG Meeting.
A MBOG Shareholder may attend the MBOG Meeting in person or may be represented by proxy. MBOG
Shareholders who are unable to attend the MBOG Meeting or any adjournment thereof in person are requested to
date, sign and return the accompanying form of proxy for use at the MBOG Meeting or any adjournment thereof. To
be effective, the proxy must be received by Computershare Trust Company of Canada, Proxy Dept., 100 University
Avenue, 8th Floor, Toronto, Ontario M5J 2Y1, or by facsimile at 1-866-249-7775. In order to be valid and acted
upon at the MBOG Meeting, forms of proxy must be received at the aforesaid address by 9:00 a.m. (Calgary time)
on October 22, 2018 or not less than 48 hours (excluding Saturdays, Sundays and holidays) before the time for
holding the MBOG Meeting or any adjournment of the MBOG Meeting. The time limit for the deposit of proxies
may be waived or extended by the Chair of the Meeting at his or her discretion without notice. For information
regarding voting or appointing a proxy by internet, see the form of proxy for MBOG Shareholders and/or the section
entitled "General Proxy Matters –MBOG – Voting by Internet" in the Information Circular. In the event of a postal
disruption as a result of a Canada Post labour disruption or other cause, please see "General Proxy Matters – MBOG
– Appointment and Revocation of Proxies" and "General Information – Information for Beneficial Shareholders" in
the Information Circular for information on how to obtain and submit a form of proxy or voting information form, as
applicable and a letter of transmittal.
Pursuant to the Interim Order, registered MBOG Shareholders have a right to dissent in respect of the MBOG
Arrangement Resolution and to be paid an amount equal to the fair value of their MBOG Shares. This dissent right
and the dissent procedures are described in the Information Circular. The dissent procedures require that a registered
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MBOG Shareholder who wishes to dissent send a written notice of objection to the MBOG Arrangement Resolution
to MBOG, c/o 1000 Livingston Place, 250-2nd Street S.W., Calgary, Alberta, T2P 0C1, to be received by no later
than 9:00 a.m. (Calgary time) on the second business day immediately preceding the date of the MBOG Meeting,
and must otherwise strictly comply with the dissent procedures described in the Information Circular. Failure to
strictly comply with the dissent procedures will result in loss of the right to dissent. Beneficial owners of MBOG
Shares must be aware that only registered MBOG Shareholders are entitled to dissent. Accordingly, a beneficial
owner of MBOG Shares must make arrangements for the MBOG Shares beneficially owned by such MBOG
Shareholder to be registered in the MBOG Shareholder's name prior to the time the written objection to the MBOG
Arrangement Resolution is required to be received by MBOG, or alternatively, make arrangements for the registered
holder of such MBOG Shares to dissent on the MBOG Shareholder's behalf. See the section entitled "The
Arrangement – MBOG Dissent Rights" in the Information Circular.
The form of proxy confers discretionary authority with respect to: (i) amendments or variations to the matters of
business to be considered at the MBOG Meeting; and (ii) other matters that may properly come before the MBOG
Meeting. As of the date hereof, management of MBOG knows of no amendments, variations or other matters to
come before the MBOG Meeting other than the matters set forth in this Notice of Special Meeting. MBOG
Shareholders who are planning on returning the accompanying form of proxy are encouraged to review the
Information Circular carefully before submitting the proxy form.
Dated at the City of Calgary, in the Province of Alberta, this 19th day of September, 2018.
BY ORDER OF THE BOARD OF DIRECTORS OF
MOUNT BASTION OIL & GAS CORP.
(signed) "Curt Labelle"
Curt Labelle
President
Mount Bastion Oil & Gas Corp.
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NOTICE OF MEETING OF SHAREHOLDERS OF
SURGE ENERGY INC.
TO BE HELD ON OCTOBER 24, 2018
NOTICE IS HEREBY GIVEN that a meeting (the "Surge Meeting") of the holders ("Surge Shareholders") of
common shares ("Surge Shares") of Surge Energy Inc. ("Surge") will be held at the Hyatt Regency Calgary, 700
Centre Street S., Calgary, Alberta, in the Stephen Room, at 10:00 a.m. (Calgary time) on October 24, 2018, for the
following purposes:
1.

to consider and, if thought advisable, to approve, with or without amendment, an ordinary resolution (the
"Surge Resolution"), the full text of which is set forth in Appendix B to the accompanying joint
management information circular of Surge and Mount Bastion Oil & Gas Corp. ("MBOG") dated
September 19, 2018 (the "Information Circular"), approving the issuance of Surge Shares pursuant to a
plan of arrangement (the "Arrangement") involving MBOG, Surge and the holders of common shares of
MBOG under Section 193 of the Business Corporations Act (Alberta), all as more particularly described
below and in the Information Circular; and

2.

to transact such other business as may properly come before the Surge Meeting or any adjournment thereof.

The completion of the Arrangement is conditional upon, among other matters, the receipt of all regulatory and court
approvals.
Specific details of the matters to be put before the Surge Meeting are set forth in the Information Circular.
The record date (the "Record Date") for the determination of Surge Shareholders entitled to receive notice of, and
to vote at, the Surge Meeting is September 24, 2018. Only Surge Shareholders whose names have been entered in
the register of Surge Shareholders at the close of business on the Record Date will be entitled to receive notice of
and to vote at the Surge Meeting. To the extent a Surge Shareholder transfers the ownership of any of its Surge
Shares after the Record Date and the transferee of those Surge Shares establishes that it owns such Surge
Shares and requests, at least 10 days before the Surge Meeting, to be included in the list of Surge
Shareholders eligible to vote at the Surge Meeting, such transferee will be entitled to vote those Surge Shares
at the Surge Meeting.
A Surge Shareholder may attend the Surge Meeting in person or may be represented by proxy. Surge Shareholders
who are unable to attend the Surge Meeting or any adjournment thereof in person are requested to date, sign and
return the accompanying form of proxy for use at the Surge Meeting or any adjournment thereof. To be effective,
the proxy must be received by Computershare Trust Company of Canada, Proxy Dept., 100 University Avenue, 8th
Floor, Toronto, Ontario M5J 2Y1, or by facsimile at 1-866-249-7775. In order to be valid and acted upon at the
Surge Meeting, forms of proxy must be received at the aforesaid address by 10:00 a.m. (Calgary time) on October
22, 2018 or not less than 48 hours (excluding Saturdays, Sundays and holidays) before the time for holding the
Surge Meeting or any adjournment of the Surge Meeting. For information regarding voting or appointing a proxy by
internet, see the form of proxy for Surge Shareholders and/or the section entitled "General Proxy Matters –Surge –
Voting by Internet" in the Information Circular. In the event of a postal disruption as a result of a Canada Post
labour disruption or other cause, please see "General Proxy Matters – Surge – Appointment and Revocation of
Proxies" and "General Information – Information for Beneficial Shareholders" in the Information Circular for
information on how to obtain and submit a form of proxy or voting information form, as applicable.
The form of proxy confers discretionary authority with respect to: (i) amendments or variations to the matters of
business to be considered at the Surge Meeting; and (ii) other matters that may properly come before the Surge
Meeting. As of the date hereof, management of Surge knows of no amendments, variations or other matters to come
before the Surge Meeting other than the matters set forth in this Notice of Meeting. Surge Shareholders who are
planning on returning the accompanying form of proxy are encouraged to review the Information Circular carefully
before submitting the proxy form.
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If you have any questions or need any additional information, you should contact your professional advisors or you
can contact Shorecrest Group, Surge's proxy solicitation agent, toll-free at 1 (888) 637-5789, locally at (647) 9317454 or by email at contact@shorecrestgroup.com.
Dated at the City of Calgary, in the Province of Alberta, this 19th day of September, 2018.
BY ORDER OF THE BOARD OF DIRECTORS OF
SURGE ENERGY INC.
(signed) "Paul Colborne"
Paul Colborne
President and Chief Executive Officer
Surge Energy Inc.
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JOINT MANAGEMENT INFORMATION CIRCULAR
GENERAL INFORMATION
Introduction
This Information Circular is furnished in connection with the solicitation of proxies by and on behalf of the
management of MBOG and Surge for use at the MBOG Meeting and the Surge Meeting, respectively, and any
adjournment(s) thereof. No person has been authorized to give any information or make any representation in
connection with the Arrangement or any other matters to be considered at the MBOG Meeting or the Surge Meeting
other than those contained in this Information Circular (or incorporated by reference herein) and, if given or made,
any such information or representation must not be relied upon as having been authorized.
All summaries of, and references to, the Arrangement in this Information Circular are qualified in their entirety by
reference to the complete text of the Arrangement Agreement and the Plan of Arrangement which are attached as
Appendix D and Exhibit "A" to Appendix D, respectively, to this Information Circular. You are urged to carefully
read the full text of the Arrangement Agreement and the Plan of Arrangement.
Information Contained in this Information Circular
The information contained in this Information Circular is given as at September 19, 2018 except where otherwise
noted, and information contained in documents incorporated by reference herein is given as of the dates noted in
those documents.
This Information Circular does not constitute an offer to buy, or a solicitation of an offer to sell, any securities, or
the solicitation of a proxy, by any person in any jurisdiction in which such an offer or solicitation is not authorized
or in which the person making such an offer or solicitation is not qualified to do so or to any person to whom it is
unlawful to make such an offer or solicitation.
The information concerning MBOG and its affiliates contained in this Information Circular has been provided by
MBOG for inclusion in this Information Circular. Although Surge has no knowledge that any statements contained
herein taken from or based on such information provided by MBOG are untrue or incomplete, Surge assumes no
responsibility for the accuracy of such information.
The information concerning Surge and its affiliates contained in this Information Circular has been provided by
Surge for inclusion in this Information Circular. Although MBOG has no knowledge that any statements contained
herein taken from or based on such information provided by Surge are untrue or incomplete, MBOG assumes no
responsibility for the accuracy of such information.
Information contained in or otherwise accessed through MBOG's or Surge's website, or any website, other than
those documents incorporated by reference herein and filed on SEDAR, does not constitute part of this Information
Circular.
MBOG Shareholders and Surge Shareholders should not construe the contents of this Information Circular as legal,
tax or financial advice and should consult with their own professional advisors in considering the relevant legal, tax,
financial or other matters contained in this Information Circular.
If you hold MBOG Shares or Surge Shares through a broker, investment dealer, bank, trust company, nominee or
other intermediary (collectively, an "Intermediary"), you should contact your Intermediary for instructions and
assistance in voting your MBOG Shares and Surge Shares, as applicable, and surrendering your MBOG Shares, if
any, that you beneficially own.
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Cautionary Notice Regarding Forward-Looking Statements and Information
This Information Circular, including documents incorporated by reference herein, contains forward looking
statements and information (collectively "forward-looking information"). The use of any of the words "expect",
"anticipate", "continue", "estimate", "objective", "ongoing", "may", "will", "project", "should", "believe", "plans",
"intends", "potential", "pro forma" and similar expressions are intended to identify forward-looking information.
Forward-looking information presented in such statements or disclosures may, among other things, relate to: (i) the
anticipated benefits from the Arrangement; (ii) the expected completion and implementation date of the
Arrangement; (iii) certain combined operational, financial, production and reserve information; (iv) the nature of
Surge's operations following the Arrangement; (v) sources of income; (vi) forecasts of capital expenditures,
including general and administrative expenses and savings; (vii) expectations regarding the ability to raise capital;
(viii) fluctuations in currency exchange rates; (ix) anticipated income taxes; (x) Surge's business and financial
outlook following the Arrangement; (xi) plans and objectives of management for future operations; (xii) forecast
production rates and reserve estimates; (xiii) anticipated operational and financial performance; (xiv) the
composition of the Surge Board subsequent to the Arrangement; (xv) anticipated tax treatment; (xvi) transfer
restrictions (or lack thereof) on Surge Shares; (xvii) treatment of MBOG Options and MBOG Warrants; (xiii) the
expected effect of the Arrangement on Surge's share capital; (xix) the expected debt financing arrangements to be
available to Surge following completion of the Arrangement; (xx) the availability and effect of Tax Pools for Surge
subsequent to the Arrangement; and (xxi) expected future drilling locations of Surge following completion of the
Arrangement.
Various assumptions or factors are typically applied in drawing conclusions or making the forecasts or projections
set out in forward-looking information. Those assumptions and factors are based on information currently available
to MBOG and Surge, including information obtained from third-party industry analysts and other third party
sources. In some instances, material assumptions and factors are presented or discussed elsewhere in this
Information Circular in connection with the statements or disclosure containing the forward-looking information.
You are cautioned that the following list of material factors and assumptions is not exhaustive. The factors and
assumptions include, but are not limited to:
•

the approval of the Arrangement by the Court;

•

the structure, steps, timing and effect of the Arrangement;

•

the timing of the Meetings and the Final Order;

•

the approval of the MBOG Arrangement Resolution by the MBOG Shareholders;

•

the approval of the Surge Resolution by the Surge Shareholders;

•

the receipt of all required regulatory and third party approvals to complete the Arrangement, including the
TSX and approval of Surge’s lenders pursuant to the Surge Credit Facility;

•

the satisfaction or waiver of all conditions to the completion of the Arrangement in accordance with the
terms of the Arrangement Agreement;

•

the completion of the Arrangement and the anticipated Effective Date;

•

the anticipated benefits of the Arrangement;

•

the expected number of MBOG Options and MBOG Warrants to be exercised or surrendered;

•

the effect of the Arrangement on MBOG and Surge;

•

the ability of MBOG and Surge to achieve drilling success consistent with management's expectations;
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•

quantity and other characteristics of the existing reserves of MBOG and Surge;

•

no material changes in the legislative and operating framework for the business of MBOG and Surge, as
applicable;

•

no material adverse changes in the business of either or both of MBOG and Surge;

•

the ability of Surge to access credit subsequent to the Arrangement, including with respect to the Surge
Credit Facility; and

•

no significant event occurring outside the ordinary course of business of MBOG or Surge, as applicable,
such as a natural disaster or other calamity.

The forward-looking information in statements or disclosures in this Information Circular (including the documents
incorporated by reference herein) is based (in whole or in part) upon factors which may cause actual results,
performance or achievements of MBOG or Surge, as applicable, to differ materially from those contemplated
(whether expressly or by implication) in the forward-looking information. Those factors are based on information
currently available to MBOG and Surge including information obtained from third-party industry analysts and other
third party sources. Actual results or outcomes may differ materially from those predicted by such statements or
disclosures. While neither MBOG nor Surge know the impact any of those differences may have, their business,
results of operations, financial condition and credit stability may be materially adversely affected.
The reader is further cautioned that the preparation of financial statements in accordance with GAAP requires
management to make certain judgments and estimates that affect the reported amounts of assets, liabilities, revenues
and expenses. These estimates may change, having either a negative or positive effect on net earnings as further
information becomes available, and as the economic environment changes.
Readers are cautioned that the foregoing lists are not exhaustive. Readers should carefully review and consider the
risk factors described under "Risk Factors – Risk Factors Related to the Arrangement", "Certain Canadian Federal
Income Tax Considerations" and other risks described elsewhere in this Information Circular, the Appendices hereto
and in the documents incorporated by reference herein. Additional information on these and other factors that could
affect the operations or financial results of Surge are included in documents, including the Surge AIF, on file with
applicable Canadian Securities Administrators that may be accessed on Surge's issuer profile through the System for
Electronic Document Analysis and Retrieval (SEDAR) website (www.sedar.com) and at Surge's website
(www.surgeenergy.ca) and including the risk factors. Such documents, unless expressly incorporated by reference
herein, and websites, although referenced, do not form part of this Information Circular.
The forward-looking information contained in this Information Circular (including the documents incorporated by
reference herein) are made as of the date hereof and thereof, as applicable, and MBOG and Surge undertake no
obligation to update publicly or revise any forward looking information, whether as a result of new information,
future events or otherwise, except as required by Applicable Securities Laws. Because of the risks, uncertainties and
assumptions contained herein and in the documents incorporated by reference herein, securityholders should not
place undue reliance on forward looking information. The forward-looking information contained herein are
expressly qualified in their entirety by this cautionary statement.
Information for Beneficial Shareholders
The information set forth in this section is of significant importance to many Securityholders, as a substantial
number of Securityholders do not hold Securities in their own name. Beneficial Securityholders should note that
only those Securityholders whose name appears on the register of the registrar and transfer agent for MBOG and
Surge, as applicable, as the registered holders of Securities ("Registered Holders") or duly appointed proxyholders
are recognized and permitted to vote at the MBOG Meeting or Surge Meeting, as applicable. Many Securityholders
are "non-registered" shareholders because the Securities they own are not registered in their names but are instead
registered in the name of an Intermediary through which they hold their Securities. More particularly, a person is not
a Registered Holder in respect of Securities which are held on behalf of that person (the "Beneficial Shareholder")
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but which are registered either: (a) in the name of an Intermediary that the Beneficial Shareholder deals with in
respect of the Securities (Intermediaries include, among others, banks, trust companies, securities dealers or brokers
and trustees or administrators of self-administered registered retirement savings plans, registered retirement income
funds, registered education savings plans or tax free savings accounts and similar plans); or (b) in the name of a
clearing agency (such as CDS or Cede & Co.) of which the Intermediary is a participant. In Canada, the vast
majority of such shares are registered under the name of CDS, which company acts as nominee for many Canadian
brokerage firms. Securities so held by Intermediaries can only be voted (for or against resolutions) upon the
instructions of the Beneficial Shareholder. Without specific instructions, Intermediaries are prohibited from voting
Securities held for Beneficial Shareholders. Therefore, Beneficial Shareholders should ensure that instructions
respecting the voting of their Securities are communicated to the appropriate person or that the Securities are duly
registered in their name.
Applicable regulatory policy requires Intermediaries to seek voting instructions from Beneficial Shareholders in
advance of shareholder meetings. Every Intermediary has its own mailing procedures and provides its own return
instructions, which should be carefully followed by Beneficial Shareholders in order to ensure that their Securities
are voted at the MBOG Meeting or Surge Meeting, as applicable. Often, the voting instruction form supplied to a
Beneficial Shareholder by its Intermediary is identical to the form of proxy provided to Registered Holders;
however, its purpose is limited to instructing the registered shareholder how to vote on behalf of the Beneficial
Shareholder. The majority of Intermediaries now delegate responsibility for obtaining instructions from clients to
Broadridge Financial Solutions, Inc. ("Broadridge"). Broadridge typically mails its voting instruction form (a
"Voting Instruction Form"), which may be scanned, in lieu of the form of proxy. The Beneficial Shareholders will
be requested to complete and return the Voting Instruction Form to Broadridge by mail or facsimile. Alternatively,
Beneficial Shareholders can call a toll-free telephone number or access the internet to vote the Securities held by the
Beneficial Shareholder. The toll-free number and website will be provided by Broadridge on its Voting Information
Form. Broadridge then tabulates the results of all instructions received and provides appropriate instructions
respecting the voting of Securities to be represented at the MBOG Meeting or Surge Meeting, as applicable. A
Beneficial Shareholder receiving a Voting Instruction Form from Broadridge cannot use that Voting Instruction
Form to vote Securities directly at the applicable Meeting, as the Voting Instruction Form must be returned as
directed by Broadridge in advance of the applicable Meeting in order to have the Securities voted.
In accordance with applicable securities law requirements, MBOG and Surge will have distributed copies of the
notices of meetings and the Information Circular (the "Meeting Materials") to the Intermediaries for distribution to
applicable Beneficial Shareholders. Intermediaries are required to forward the Meeting Materials to Beneficial
Shareholders unless a Beneficial Shareholder has waived the right to receive them. Intermediaries often use service
companies to forward the Meeting Materials to Beneficial Shareholders. MBOG and Surge will not send proxyrelated materials directly to non-objecting or objecting Beneficial Shareholders; however, such materials will be
delivered to Beneficial Shareholders by Broadridge or through the Beneficial Shareholder's intermediary. MBOG
and Surge will pay the reasonable fees and costs of Broadridge or a Beneficial Shareholder's intermediary to deliver
the proxy-related materials and Form 54-101F7 – Request for Voting Instructions Made by Intermediary to objecting
Beneficial Shareholders.
Although a Beneficial Shareholder may not be recognized directly at the applicable Meeting for the purposes of
voting Securities registered in the name of its Intermediary, it may attend at the applicable Meeting as a proxyholder
for the Registered Holder and vote its Securities in that capacity. Should a Beneficial Shareholder wish to vote at the
applicable Meeting, in person, it should enter its own name in the blank space on the form of proxy provided to the
Beneficial Shareholder and return the document to its Intermediary (or the agent of such Intermediary) in
accordance with the instructions provided by such Intermediary or agent well in advance of the MBOG Meeting or
Surge Meeting, as applicable.
Beneficial Shareholders of MBOG Shares should also contact their Intermediary for complete instructions to make
an election regarding the Arrangement in order to receive the Surge Shares or Cash Consideration issuable pursuant
to the Arrangement in exchange for such Beneficial Shareholder's MBOG Shares.
Beneficial Shareholders who do not receive physical delivery of their voting instruction form and control number by
mail due to a postal disruption as a result of a Canada Post labour disruption or other cause may obtain their control
number by contacting their broker, financial institution, nominee or other intermediary that holds their MBOG
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Shares or Surge Shares, as applicable. Upon obtaining their control number, Beneficial Shareholders may proceed
to vote their MBOG Shares or Surge Shares, as applicable by accessing the Broadridge internet or telephone voting
system in the normal course as follows or provide directions to their broker, financial institution, nominee or other
intermediary to vote on their behalf:
Internet Voting
www.proxyvote.com
Telephone Voting
The voting instruction form will indicate the current number to dial for telephone voting.
The form of Broadridge voting instruction forms for the Surge Meeting and the MBOG Meeting, which have also
been filed on the internet under Surge's profile at www.sedar.com, contains more detailed instructions regarding the
process for voting through the Broadridge internet and telephone system. We encourage Beneficial Shareholders
to review such instructions carefully and contact their broker, nominee or other intermediary promptly to
obtain their required control number or provide instructions to vote on their behalf and thereby ensure their
vote is recorded through the internet and telephone system.
Information for United States Shareholders
Surge Shares issuable to MBOG Shareholders in exchange for their MBOG Shares under the Arrangement have not
been and will not be registered under the U.S. Securities Act, and such securities will be issued in reliance upon the
exemption from the registration requirements of the U.S. Securities Act provided by Section 3(a)(10) thereof.
The solicitation of proxies for the MBOG Meeting and the Surge Meeting is not subject to the requirements of
Section 14(a) of the U.S. Exchange Act. Accordingly, the solicitations and transactions contemplated in this
Information Circular are made in the United States for securities of a Canadian issuer in accordance with Canadian
corporate laws and Canadian securities laws, and this Information Circular has been prepared solely in accordance
with disclosure requirements applicable in Canada. MBOG Shareholders in the United States should be aware that
such requirements are different from those of the United States applicable to registration statements under the U.S.
Securities Act and proxy statements under the U.S. Exchange Act. Therefore, information concerning assets and
operations of Surge and MBOG contained herein has been prepared in accordance with Canadian standards and is
not comparable in all respects to similar information for United States companies.
In particular, and without limiting the foregoing, information included in or incorporated by reference into this
Information Circular regarding oil and gas operations and properties and estimates of oil and gas reserves has been
prepared in accordance with Canadian disclosure standards, which differ in certain respects from the disclosure
standards applicable to information included in reports and other materials filed with the United States Securities
and Exchange Commission (the "SEC") by issuers subject to SEC reporting and disclosure requirements. The SEC
generally permits United States reporting oil and gas companies, in their filings with the SEC, to disclose only
proved, probable and possible reserves and production, net of royalties and interest of others. The SEC generally
does not permit reporting companies to disclose net present value of future net revenue from reserves based on
forecast prices and costs. The SEC does not permit disclosure of oil and gas resources. Canadian securities laws
permit, among other things, the presentation of certain categories of resources and the disclosure of production on a
gross basis before deducting royalties. Unless noted otherwise, all disclosures of reserves in this Information
Circular and the documents incorporated herein by reference are made on a gross basis using forecast price and cost
assumptions.
The financial statements of Surge and MBOG and the pro forma financial information and other financial
information included or incorporated by reference in this Information Circular have been prepared in Canadian
dollars. The financial statements of Surge and MBOG and the pro forma financial information and other financial
information included or incorporated by reference in this Information Circular have been prepared in accordance
with GAAP, and, in the case of the audited financial statements, are subject to Canadian auditing and auditor
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independence standards, which differ from United States generally accepted accounting principles and United States
auditing and auditor independence standards in certain material respects, and thus are not directly comparable to
financial statements of companies prepared in accordance with United States generally accepted accounting
principles and that are subject to United States auditing and auditor independence standards.
The Surge Shares to be received by current MBOG Shareholders upon completion of the Arrangement may be
resold without restriction under the U.S. Securities Act, except by persons who are "affiliates" of Surge after the
Effective Date or who have been affiliates of Surge or MBOG within 90 days before the Effective Date. See "The
Arrangement – Securities Law Matters – United States".
The enforcement by investors of civil liabilities under United States federal and state securities laws may be affected
adversely by the fact that MBOG and Surge are (or will be) existing under the laws of the Province of Alberta,
Canada, that all of the officers and most of the directors of MBOG and Surge are and will be residents of countries
other than the United States, that most or all of the experts named in this Information Circular are residents of
countries other than the United States, and that most of the assets of MBOG and Surge are and will be located
outside the United States. You may not be able to sue a corporation organized under the ABCA in a Canadian court
for violations of United States securities laws and it may be difficult to compel the forgoing persons to subject
themselves to a judgment by a United States court.
MBOG Shareholders should be aware that the receipt of Surge Shares as described herein, and the holding and
disposition of such shares, may have tax consequences in both the United States and Canada. The United States tax
consequences for MBOG Shareholders who are resident in, or citizens of, the United States are not described herein.
All MBOG Shareholders should seek their own tax advice with respect to the tax consequences to them under the
laws of any relevant domestic or foreign, state, local or other taxing jurisdiction of the transactions contemplated by
the Arrangement in light of their particular situation. For a description of certain Canadian tax consequences
applicable to MBOG Shareholders who are non-residents of Canada, see "Certain Canadian Federal Income Tax
Considerations".
THE SECURITIES ISSUABLE PURSUANT TO THE ARRANGEMENT HAVE NOT BEEN APPROVED OR
DISAPPROVED BY THE SEC OR THE SECURITIES REGULATORY AUTHORITY OF ANY STATE OF THE
UNITED STATES, NOR HAS THE SEC OR ANY SUCH STATE SECURITIES REGULATORY AUTHORITY
PASSED ON THE ADEQUACY OR ACCURACY OF THIS INFORMATION CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE.
Conventions
In this Information Circular, words importing the singular include the plural and vice versa.
In this Information Circular, unless otherwise specified or the context otherwise requires, all dollar amounts are
expressed in Canadian dollars and references to "dollars" or "$" are to Canadian dollars and references to "US$" are
to United States dollars.
Non-GAAP Financial Measures
Certain of Surge's documents incorporated by reference in this Information Circular and certain of MBOG's
documents attached to this Information Circular use and refer to financial measures commonly used in the oil and
gas industry, which do not have any standardized meaning prescribed by GAAP. Please refer to the non-GAAP
measures advisories in such documents for the definitions and descriptions of such terms.
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NOTES ON RESERVES DATA AND OTHER OIL AND GAS INFORMATION
All oil and natural gas reserve information contained or incorporated by reference in this Information Circular has
been prepared and presented in accordance with NI 51-101.
Abbreviations
Oil and Natural Gas Liquids

Natural Gas

Bbl
Bbls
Mbbls
MMbbls
Mstb
Bbls/d
BOPD
NGLs
STB

Mcf
MMcf
Mcf/d
MMcf/d
Mmbtu
Bcf
GJ

barrel
barrels
thousand barrels
million barrels
thousand stock tank barrels
barrels per day
barrels of oil per day
natural gas liquids
stock tank barrels

thousand cubic feet
million cubic feet
thousand cubic feet per day
million cubic feet per day
million British Thermal Units
billion cubic feet
Gigajoule

Other
API
° API
Boe

Boe/d
m3
MBoe
$M or $000s
MM
WTI

American Petroleum Institute
an indication of the specific gravity of crude oil measured on the API gravity scale. Liquid
petroleum with a specified gravity of 28° API is generally referred to as light crude oil
barrel of oil equivalent of natural gas and crude oil on the basis of 1 Boe for 6 Mcf of natural
gas (this conversion factor is an industry accepted norm and is not based on either energy
content or current prices)
barrel of oil equivalent per day
cubic metres
thousand barrels of oil equivalent
thousands of dollars
Million
West Texas Intermediate, the reference price paid in United States dollars at Cushing,
Oklahoma for crude oil of standard grade

Where any disclosure of reserves data is made in this Information Circular or the documents incorporated by
reference herein that does not reflect all reserves of Surge or MBOG, as applicable, the reader should note that the
estimates of reserves and future net revenue for individual properties or groups of properties may not reflect the
same confidence level as estimates of the reserves and future net revenue for all properties, due to the effects of
aggregation.
Conversions
To Convert From
Mcf
Cubic metres
Bbls
Cubic metres
Feet
Metres
Miles
Kilometres
Acres
Hectares

To
Cubic metres
Cubic feet
Cubic metres
Bbls
Metres
Feet
Kilometres
Miles
Hectares
Acres

Multiply By
28.174
35.494
0.159
6.290
0.305
3.281
1.609
0.621
0.405
2.471
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Caution Respecting Reserves Information
The determination of oil and natural gas reserves involves the preparation of estimates that have an inherent degree
of associated uncertainty. Categories of proved and probable reserves have been established to reflect the level of
these uncertainties and to provide an indication of the probability of recovery. The estimation and classification of
reserves requires the application of professional judgment combined with geological and engineering knowledge to
assess whether or not specific reserves classification criteria have been satisfied. Knowledge of concepts including
uncertainty and risk, probability and statistics, and deterministic and probabilistic estimation methods is required to
properly use and apply reserves definitions.
The recovery and reserve estimates of oil, NGL and natural gas reserves provided herein are estimates only. Actual
reserves may be greater than or less than the estimates provided herein. The estimated future net revenue from the
production of the disclosed oil and natural gas reserves does not represent the fair market value of these reserves.
Caution Respecting Boe
In this Information Circular, the abbreviation Boe means a barrel of oil equivalent on the basis of 1 Boe to 6 Mcf of
natural gas when converting natural gas to Boes. Boes may be misleading, particularly if used in isolation. A Boe
conversion ratio of 6 Mcf to 1 Boe is based on an energy equivalency conversion method primarily applicable at the
burner tip and does not represent a value equivalency at the wellhead. Additionally, given the value ratio based on
the current price of crude oil as compared to natural gas is significantly different from the energy equivalency of 6:1,
utilizing a conversion ratio at 6:1 may be misleading.
Drilling Locations
This Information Circular discloses drilling locations in three categories: (i) proved locations; (ii) probable
locations; and (iii) unbooked locations. Proved locations and probable locations are derived from either the Surge
Reserve Report (accounting for all of Surge's Asset Acquisitions and Divestiture activity up to and including the
closing of the Arrangement and reflecting the bookings that existed (from the respective 3rd party auditor), as of
January 1, 2018), the MBOG Updated Reserve Report or the MBOG Original Reserve Report (accounting for
drilling locations that have associated proved and/or probable reserves), as applicable. Unbooked locations are
internal estimates based on Surge's post-closing prospective acreage and an assumption as to the number of wells
that can be drilled per section based on industry practice and internal review by certified Engineers and Geologists
(who are also Qualified Reserve Evaluators). Based on the Surge Reserve Report and the MBOG Updated Reserve
Report, of the over 800 gross (800 net) drilling locations of post-closing Surge identified herein, 279 gross (258 net)
are proved locations, 95 gross (88 net) are probable locations and over 500 are unbooked locations. Unbooked
locations are internal estimates based on prospective acreage and assumptions as to the number of wells that can be
drilled per section based on industry practice and internal review. Unbooked locations do not have attributed
reserves or resources. Unbooked locations have been identified by Surge's internal APEGA certified Engineers and
Geologists (who are also Qualified Reserve Evaluators) as an estimation of our multi-year drilling activities based
on evaluation of applicable geologic, seismic, engineering, production and reserves information. There is no
certainty that Surge will drill all unbooked drilling locations and if drilled there is no certainty that such locations
will result in additional oil and gas reserves, resources or production. The drilling locations on which Surge actually
drills wells will ultimately depend upon the availability of capital, regulatory approvals, seasonal restrictions, oil and
natural gas prices, costs, actual drilling results, additional reservoir information that is obtained and other factors.
While certain of the unbooked drilling locations have been de-risked by drilling existing wells in relative close
proximity to such unbooked drilling locations, the majority of other unbooked drilling locations are farther away
from existing wells where management has less information about the characteristics of the reservoir and therefore
there is more uncertainty whether wells will be drilled in such locations and if drilled there is more uncertainty that
such wells will result in additional oil and gas reserves, resources or production.
Definitions
Certain terms used in this Information Circular and in the documents incorporated by reference herein describing
reserves and other oil and natural gas information are defined below. Certain other terms and abbreviations used in
this Information Circular, but not defined or described, are defined in NI 51-101 or the Canadian Oil and Gas
Evaluation Handbook maintained by the Society of Petroleum Evaluation Engineers (Calgary Chapter), as amended
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from time to time (the "COGE Handbook") and, unless the context otherwise requires, shall have the same
meanings herein as in NI 51-101 or the COGE Handbook.
Reserves
Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be
recoverable from known accumulations, from a given date forward, based on: (a) analysis of drilling, geological,
geophysical and engineering data; (b) the use of established technology; and (c) specified economic conditions,
specifically the forecast prices and costs, which are generally accepted as being reasonable and shall be disclosed.
Reserves are classified according to the degree of certainty associated with the estimates as follows:
"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.
"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 qualitative certainty levels referred to in the definitions above are applicable to "individual reserves entities"
(which refers to the lowest level at which reserves calculations are performed) and to "reported reserves" (which
refers to the highest-level sum of individual entity estimates for which reserves estimates are presented). Reported
reserves should target the following levels of certainty under a specific set of economic conditions:
•

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

•

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

A qualitative measure of the certainty levels pertaining to estimates prepared for the various reserves categories is
desirable to provide a clearer understanding of the associated risks and uncertainties. However, the majority of
reserves estimates will be prepared using deterministic methods that do not provide a mathematically derived
quantitative measure of probability. In principle, there should be no difference between estimates prepared using
probabilistic or deterministic methods.
Each of the reserves categories (proved and probable) may be divided into developed and undeveloped categories as
follows:
"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 (for example, when compared to the
cost of drilling a well) to put the reserves on production. The developed category may be subdivided into producing
and non-producing as follows:
"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;
"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; and
"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.
In multi-well pools it may be appropriate to allocate total pool reserves between the developed and undeveloped
categories or to subdivide the developed reserves for the pool between developed producing and developed non
producing. This allocation should be based on the estimator's assessment as to the reserves that will be recovered
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from specific wells, facilities and completion intervals in the pool and their respective development and production
status.
Interests in Reserves, Production, Wells and Properties
"gross" means: (i) in relation to an issuer's interest in production or reserves, its "company gross reserves", which
are its working interest (operating or non-operating) share before deduction of royalties and without including any
royalty interests of the issuer; (ii) in relation to wells, the total number of wells in which an issuer has an interest;
and (iii) in relation to properties, the total area of properties in which an issuer has an interest.
"net" means: (i) in relation to an issuer's interest in production or reserves its working interest (operating or nonoperating) share after deduction of royalty obligations, plus its royalty interests in production or reserves; (ii) in
relation to an issuer's interest in wells, the number of wells obtained by aggregating the issuer's working interest in
each of its gross wells; and (iii) in relation to an issuer's interest in a property, the total area in which the issuer has
an interest multiplied by the working interest owned by the issuer.
"working interest" means the percentage of undivided interest held by an issuer in the oil and/or natural gas or
mineral lease granted by the mineral owner, Crown or freehold, which interest gives the issuer the right to "work"
the property (lease) to explore for, develop, produce and market the leased substances.
Description of Exploration and Development Wells and Costs
"development costs" means costs incurred to obtain access to reserves and to provide facilities for extracting,
treating, gathering and storing the crude oil and natural gas from the reserves. More specifically, development costs,
including applicable operating costs of support equipment and facilities and other costs of development activities,
are costs incurred to: (i) gain access to and prepare well locations for drilling, including surveying well locations for
the purpose of determining specific development drilling sites, clearing ground, draining, road building, and
relocating public roads, gas lines and power lines, to the extent necessary in developing the reserves; (ii) drill and
equip development wells, development type stratigraphic test wells and service wells, including the costs of
platforms and of well equipment such as casing, tubing, pumping equipment and wellhead assembly; (iii) acquire,
construct and install production facilities such as flow lines, separators, treaters, heaters, manifolds, measuring
devices and production storage tanks, natural gas cycling and processing plants, and central utility and waste
disposal systems; and (iv) provide improved recovery systems.
"development well" means a well drilled inside the established limits of an oil or gas reservoir, or in close
proximity to the edge of the reservoir, to the depth of a stratigraphic horizon known to be productive.
"exploration costs" means costs incurred in identifying areas that may warrant examination and in examining
specific areas that are considered to have prospects that may contain oil and natural gas reserves, including costs of
drilling exploratory wells and exploratory type stratigraphic test wells. Exploration costs may be incurred both
before acquiring the related property (sometimes referred to in part as "prospecting costs") and after acquiring the
property. Exploration costs, which include applicable operating costs of support equipment and facilities and other
costs of exploration activities, are: (i) costs of topographical, geochemical, geological and geophysical studies, rights
of access to properties to conduct those studies, and salaries and other expenses of geologists, geophysical crews and
others conducting those studies (collectively sometimes referred to as "geological and geophysical costs"); (ii) costs
of carrying and retaining unproved properties, such as delay rentals, taxes (other than income and capital taxes) on
properties, legal costs for title defence, and the maintenance of land and lease records; (iii) dry hole contributions
and bottom hole contributions; (iv) costs of drilling and equipping exploratory wells; and (v) costs of drilling
exploratory type stratigraphic test wells.
"exploration well" means a well that is not a development well, a service well or a stratigraphic test well.
"service well" means a well drilled or completed for the purpose of supporting production in an existing field. Wells
in this class are drilled for the following specific purposes: gas injection (natural gas, propane, butane or flue gas),
water injection, steam injection, air injection, salt water disposal, water supply for injection, observation or injection
for combustion.
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GLOSSARY OF TERMS
The following is a glossary of certain terms used in this Information Circular, including in the section entitled
"General Information" and in Appendices H and I attached hereto.
"ABCA" means the Business Corporations Act, R.S.A. 2000, c. B 9, as amended, including the regulations
promulgated thereunder.
"Aggregate Consideration" means $320,000,000.00.
"Acquisition Proposal" means, other than the Arrangement, any inquiry or the making of any offer or proposal,
whether or not in writing or subject to a due diligence or other condition, to MBOG, or MBOG Shareholders or any
other securityholder of MBOG (including any take-over bid initiated by advertisement or circular) from any Person
or Persons acting "jointly or in concert" (where such phrase has the meaning ascribed thereto in Applicable
Securities Laws) prior to the termination of the Arrangement Agreement or consummation of the Arrangement, as
applicable, which constitutes, or may reasonably be expected to lead to (in either case whether in one transaction or
a series of transactions):
(i)

any direct or indirect sale, issuance or acquisition of securities of MBOG that, when taken together with
any securities of MBOG held by the proposed acquiror, and any Person acting jointly or in concert with
such acquiror, and assuming the conversion of any convertible securities held by the proposed acquiror, and
any Person acting jointly or in concert with such acquiror, would constitute beneficial ownership of 20% or
more of the outstanding voting securities of MBOG or rights or interests therein;

(ii)

any direct or indirect acquisition or purchase (or any lease, long term supply agreement or other
arrangement having the same economic effect as an acquisition or purchase) of assets of MBOG that
constitute 20% or more of the assets of MBOG (on a consolidated basis measured by the fair market value
thereof as of the date of any such inquiry, offer or proposal);

(iii)

an amalgamation, arrangement, merger, business combination, consolidation, share exchange or other
similar transaction involving MBOG;

(iv)

a take-over bid, issuer bid, tender offer, exchange offer, recapitalization, liquidation, dissolution,
reorganization or other similar transaction involving MBOG; or

(v)

any other transaction, the consummation of which would or could reasonably be expected to impede,
interfere with, prevent or delay the transactions contemplated by the Arrangement Agreement or the
Arrangement or which would or could reasonably be expected to materially reduce the benefits to the
Parties under the Arrangement Agreement or the Arrangement,

except that for the purpose of the definition of "Superior Proposal", the references in the definition of "Acquisition
Proposal" to: (A) "20% or more of the outstanding voting securities of MBOG or rights or interests therein" shall be
deemed to be references to "50% or more of the outstanding voting securities of MBOG or rights or interests
therein"; and (B) "20% or more of the assets" shall be deemed to be references to "50% or more of the assets".
"affiliate" has the meaning ascribed thereto in the Securities Act.
"Applicable Securities Laws" means, collectively, and as the context may require, the applicable securities
legislation of each of the provinces and territories of Canada, and the rules, regulations, instruments, orders and
policies published and/or promulgated thereunder, as such may be amended from time to time prior to the Effective
Date.
"Applicable Laws", in the context that refers to one or more Persons, means any domestic or foreign, federal, state,
provincial or local law (statutory, common or otherwise), constitution, treaty, convention, ordinance, code, rule,
regulation, order, injunction, judgment, decree, ruling or other similar requirement enacted, adopted, promulgated or
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applied by a Governmental Authority, and any terms and conditions of any grant of approval, permission, authority
or license of any Governmental Authority, that is binding upon or applicable to such Person or Persons or its or their
business, undertaking, property or securities and emanate from a Person having jurisdiction over the Person or
Persons or its or their business, undertaking, property or securities.
"Arrangement" means the arrangement under the provisions of Section 193 of the ABCA, on the terms and
conditions set forth in the Arrangement Agreement and the Plan of Arrangement as supplemented, modified or
amended.
"Arrangement Agreement" means the arrangement agreement dated as of September 5, 2018, as amended on
September 21, 2018, between MBOG and Surge, as amended or supplemented and/or restated from time to time.
"Articles of Arrangement" means the articles of arrangement in respect of the Arrangement required under
Subsection 193(10) of the ABCA to be filed with the Registrar after the Final Order has been granted, giving effect
to the Arrangement.
"Beneficial Shareholder" has the meaning set forth under the heading "General Information – Information for
Beneficial Shareholders".
"Business Day" means a day other than a Saturday, Sunday or other day when banks in the city of Calgary, Alberta,
are not generally open for business.
"Cash Consideration" has the meaning ascribed thereto in the Plan of Arrangement.
"Cash Maximum" means $145,000,000, less an amount equal to the product of: (i) the number of MBOG Shares, if
any, in respect of which Dissent Rights are validly exercised and which exercise remains valid immediately prior to
the Effective Time; and (ii) the number obtained by dividing the Aggregate Consideration by the total MBOG
Shares.
"CDS" means CDS Clearing and Depository Services Inc.
"Certificate" means the certificate or certificates or other confirmation of filing to be issued by the Registrar
pursuant to Section 193(11) of the ABCA giving effect to the Arrangement.
"Commissioner of Competition" means the Commissioner of Competition appointed under the Competition Act
and any Person authorized under the Competition Act to exercise the powers and perform the duties of the
Commissioner of Competition.
"Competition Act" means the Competition Act, R.S.C. 1985, c. C 34, as amended.
"Competition Act Approval" means:
(i)

the issuance of an advance ruling certificate under section 102 of the Competition Act;

(ii)

the Parties have given the notice required under section 114 of the Competition Act with respect to the
transactions contemplated by the Arrangement Agreement and the applicable waiting period under section
123 of the Competition Act has expired or been waived in accordance with the Competition Act; or

(iii)

the obligation to submit a notification has been waived pursuant to subsection 113(c) of the Competition
Act,

and in the case of (ii) or (iii), Surge or MBOG (directly or through either Parties' counsel) have been advised in
writing by the Commissioner of Competition that he does not, at that time, intend to make an application under
section 92 of the Competition Act for an order in respect of the transactions contemplated by the Arrangement
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Agreement ("No-Action Letter"), and the form of and any terms and conditions attached to any such advice are
acceptable to the Parties, acting reasonably, and such advice has not been rescinded or amended.
"Confidentiality Agreements" mean, collectively, the confidentiality agreements dated May 4, 2018 and August
14, 2018, each between Surge and MBOG and entered into in connection with the transactions contemplated in the
Arrangement Agreement.
"Court" means the Court of Queen's Bench of Alberta.
"Depositary" means Computershare Investor Services Inc. or such other trust company that may be appointed by
Surge and MBOG for the purpose of receiving deposits of certificates formerly representing MBOG Shares in
connection with the Arrangement at its offices referred to in the Letter of Transmittal and Election Form.
"Deposited Securities" has the meaning set forth under the heading "The Arrangement - Procedure for Exchange of
Securities - Letter of Transmittal and Election Form".
"Depositing Shareholders" has the meaning set forth under the heading "The Arrangement - Procedure for
Exchange of Securities - Letter of Transmittal and Election Form".
"Dissent Rights" means the rights of dissent granted in favour of registered MBOG Shareholders in respect of the
Arrangement as described in the Plan of Arrangement and the Interim Order.
"Dissenting MBOG Shareholders" means the registered MBOG Shareholders that validly exercise the MBOG
Dissent Rights and "Dissenting MBOG Shareholder" means any one of them.
"Effective Date" means the effective date of the Arrangement, being the date on which the Articles of Arrangement
are filed with the Registrar giving effect to the Arrangement.
"Effective Time" means the time that the Certificate is issued.
"Election Deadline" means 4:30 p.m. (Calgary time) on the second Business Day immediately prior to the date of
the MBOG Meeting or, if the MBOG Meeting is adjourned, the adjourned meeting.
"Environment" means the natural environment (including soil, land surface or subsurface strata), surface waters,
groundwater, sediment, ambient air (including all layers of the atmosphere), organic and inorganic matter and living
organisms, and any other environmental medium or natural resource and all sewer systems.
"Environmental Laws" means all Applicable Laws relating in whole or in part to the protection of the Environment
and employee and public health and safety, and includes, without limitation, those Applicable Laws relating to the
storage, generation, use, handling, manufacture, processing, labeling, advertising, sale, display, transportation,
treatment, release and disposal of Hazardous Substances.
"Escrow Agreement" means the agreement between Surge, the Depositary and each Non-Resident Holder that is
deemed to be a party to such agreement giving effect to the terms set forth in Section 5.9 of the Plan of
Arrangement.
"Final Order" means the order of the Court approving the Arrangement pursuant to subsection 193(9) of the
ABCA, as such order may be affirmed, amended or modified by any court of competent jurisdiction.
"GAAP" means generally accepted accounting principles from time to time approved by the Chartered Professional
Accountants of Canada, or any successor institute, which, for greater certainty, shall include International Financial
Reporting Standards.
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"Governmental Authority" means any:
(i)

multinational, federal, provincial, state, regional, municipal, local or other government or any governmental
or public department, central bank, court, tribunal, arbitral body, commission, board, bureau, ministry or
agency, domestic or foreign;

(ii)

subdivision, agent, commission, board or authority of any of the foregoing;

(iii)

quasi-governmental or private body exercising any regulatory, expropriation or taxing authority under or
for the account of any of the foregoing; and

(iv)

stock exchange.

"Government Authorization" means with respect to a Person, all licenses, permits, certificates, consents, orders,
grants, registrations, recognition orders, exemption relief orders, no-action relief and other authorizations (including
in connection with Environmental Laws) from any Governmental Authority necessary in connection with its
business as it is now being or proposed to be conducted.
"Hazardous Substances" means any element, waste or other substance whether natural or artificial and whether
consisting of gas, liquid, solid or vapour that is prohibited, listed, defined, designated or classified as dangerous,
hazardous, radioactive, explosive or toxic or a pollutant or a contaminant under or pursuant to any applicable
Environmental Laws, and specifically including petroleum and all derivatives thereof or synthetic substitutes
therefor and asbestos or asbestos-containing materials or any substance which is deemed under Environmental Laws
to be deleterious to the Environment or worker or public health and safety.
"Information Circular" means this notice of MBOG Meeting, notice of Surge Meeting and accompanying joint
management information circular together with all appendices thereto, mailed or otherwise distributed by MBOG to
the MBOG Shareholders in connection with the MBOG Meeting and mailed or otherwise distributed by Surge to the
Surge Shareholders in connection with the Surge Meeting.
"Interim Order" means the interim order of the Court dated September 19, 2018 concerning the Arrangement under
Subsection 193(4) of the ABCA in respect of MBOG and the MBOG Shareholders, containing declarations and
directions with respect to the Arrangement and the holding of the MBOG Meeting as such order may be affirmed,
amended or modified by any court of competent jurisdiction.
"Intermediary" has the meaning set forth under the heading "General Information - Information Contained in this
Information Circular".
"ITA" means the Income Tax Act, R.S.C. 1985, c. 1 (5th Supp.), as amended, including the regulations promulgated
thereunder.
"Letter of Transmittal and Election Form" means the letter of transmittal and election form, printed on yellow
paper, provided to registered MBOG Shareholders in connection with the Arrangement.
"Macquarie Capital" means Macquarie Capital Markets Canada Ltd.
"Material Adverse Change" or "Material Adverse Effect" means, with respect to either Party, any fact or state of
facts, circumstance, change, effect, occurrence or event that individually or in the aggregate is, or would reasonably
be expected to be, material and adverse to the condition (financial or otherwise), business, operations, properties,
licenses, affairs, assets, liabilities (contingent or otherwise), capitalization, results of operations, cash flows or
prospects of such Party (taken as a whole), or will, or would reasonably be expected to, prevent, materially delay or
materially impair the ability of the Parties to consummate the transactions contemplated by the Arrangement
Agreement, other than any fact, state of facts, circumstance, change, effect, occurrence or event relating to or
resulting from:
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(i)

conditions affecting the oil and gas industry generally in jurisdictions in which such Party carries on
business, including, without limitation, changes in commodity prices, royalties, GAAP, Applicable Laws or
taxes;

(ii)

general economic or financial conditions, currency exchange rates, or securities or credit or commodity
markets in Canada, the United States or elsewhere;

(iii)

any change in the market price of crude oil, natural gas or related hydrocarbons on a current or forward
basis;

(iv)

any matter which has been publicly disclosed prior to the date hereof or that is set forth in either of the
MBOG Disclosure Letter or the Surge Disclosure Letter, as applicable;

(v)

any changes or effects arising, directly or indirectly, from the Arrangement or any other matters or actions
permitted or contemplated by the Arrangement Agreement, including any public announcement of the
foregoing, or consented to or approved in writing by the other Party; or

(vi)

with respect to Surge, a change in the market trading price or trading volume of the Surge Shares
(provided, however that the causes underlying such changes may be considered to determine whether such
causes constitute a Material Adverse Change or Material Adverse Effect),

provided, however, that (A) the change or effect referred to in clause (i), (ii) or (iii) above does not primarily relate
only to (or have the effect of primarily relating only to) the applicable Party or disproportionately affects the
applicable Party compared to other entities of similar size operating in the oil and gas exploration, exploitation,
development and production industry, in which case the relevant exclusion from this definition of Material Adverse
Change or Material Adverse Effect referred to above shall not be applicable; and (B) references in certain sections
of the Arrangement Agreement to dollar amounts are not intended to be, and shall not be deemed to be, illustrative
or interpretive for purposes of determining whether a "Material Adverse Change" or "Material Adverse Effect"
has occurred.
"MBOG" means Mount Bastion Oil & Gas Corp., a corporation existing under the ABCA.
"MBOG Annual Financial Statements" means the audited financial statements of MBOG as at and for the years
ended December 31, 2017 and 2016, together with the notes thereto and the auditors' report thereon.
"MBOG Arrangement Resolution" means the special resolution of MBOG Shareholders to consider and, if
thought advisable, to approve, with or without amendment, the Arrangement to be considered by the MBOG
Shareholders at the MBOG Meeting substantially in the form attached as Appendix A.
"MBOG Assets" means all of the assets, properties, facilities, Governmental Authorizations, rights or other
privileges (whether contractual or otherwise) of, and securities owned by, MBOG, and, for greater certainty,
including MBOG's petroleum, natural gas and related hydrocarbons, as well as MBOG's leases, concessions,
concession agreements, contracts, subleases, reservations and other agreements.
"MBOG Board" means the board of directors of MBOG as it may be comprised from time to time.
"MBOG Damages Event" has the meaning set forth under the heading "The Arrangement – The Arrangement
Agreement –Termination Fees – MBOG Damages".
"MBOG Disclosure Letter" means the disclosure letter from MBOG to Surge dated September 5, 2018.
"MBOG Dissent Rights" means the right of a registered MBOG Shareholder to dissent to the MBOG Arrangement
Resolution and to be paid the fair value of the MBOG Shares, in respect of which the holder dissents, all in
accordance with Section 191 of the ABCA, the Interim Order and the Plan of Arrangement.
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"MBOG Exercise and Cancellation Agreements" means agreements, in form satisfactory to each of MBOG and
Surge, acting reasonably, to be entered into between MBOG and the holders of MBOG Incentives whereby each
holder of MBOG Incentives agrees to exercise or surrender such holder's MBOG Incentives in accordance with the
terms of the Arrangement Agreement.
"MBOG Fairness Opinion" means the opinion from National Bank to the MBOG Board as to the fairness, from a
financial point of view, of the consideration being offered under the Arrangement to the MBOG Shareholders.
"MBOG Financial Advisory Agreement" means the engagement agreement between MBOG and National Bank.
"MBOG Financial Advisory Fees" means the fees or other amounts payable by MBOG under the MBOG Financial
Advisory Agreement.
"MBOG Financial Statements" means, collectively, MBOG Annual Financial Statements and the MBOG Interim
Financial Statements.
"MBOG Incentives" means, collectively, the MBOG Options and the MBOG Warrants.
"MBOG Interim Financial Statements" means the unaudited interim condensed financial statements of MBOG as
at and for the three and six month periods ended June 30, 2018, together with the notes thereto.
"MBOG Meeting" means the special meeting of MBOG Shareholders to consider the MBOG Arrangement
Resolution and related matters, and any adjournment(s) thereof.
"MBOG Net Debt" means, the net debt of MBOG which includes any and all cash, bank debt, working capital
deficit (inclusive of accounts receivable, prepaid expenses and deposits, inventory, accounts payable and dividends
payable), current tax liabilities, and any and all other liabilities and audit adjustments, in each case with respect to
each of the foregoing liabilities, inclusive of any and all accrued liabilities, excluding the mark to market value of
financial instruments, liabilities related to the MBOG Incentives, deferred taxes and decommissioning provision,
calculated in accordance with GAAP, which for greater certainty, shall exclude the MBOG Transaction Costs.
"MBOG Option Plan" means the MBOG share option plan in effect on the date hereof and the agreements entered
into thereunder.
"MBOG Options" means options granted pursuant to the MBOG Option Plan.
“MBOG Original Reserve Report” means the report prepared by Sproule entitled “Evaluation of the P&NG
Reserves of Mount Bastion Oil & Gas Corp. (as of December 31, 2017)”, dated February 28, 2018.
"MBOG Updated Reserve Report" means the report prepared by Sproule for MBOG and Surge on September 17,
2018 entitled "Evaluation of the P&NG Reserves of Mount Bastion Oil & Gas Corp. (as of December 31, 2017)
updated for the development plan of Surge Energy Inc." dated effective December 31, 2017.
"MBOG Shareholders" means the registered holders of MBOG Shares.
"MBOG Shares" means common shares in the share capital of MBOG.
"MBOG Support and Lock-Up Agreements" means agreements entered into between Surge and each of the
directors and officers of MBOG and certain MBOG Shareholders, collectively representing approximately 70
percent of the outstanding MBOG Shares, pursuant to which such directors, officers and MBOG Shareholders have
agreed with Surge, among other things, to vote in favour of the MBOG Arrangement Resolution and otherwise
support the transactions contemplated by the Arrangement Agreement and have agreed to certain escrow conditions
with respect to any Surge Shares received from the Arrangement for a period of nine months following the
completion of the Arrangement, subject to certain exceptions.
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"MBOG Termination Fee" has the meaning set forth under the heading "The Arrangement – Termination Fees –
MBOG Damages".
"MBOG Termination Payments" means obligations of MBOG, pursuant to all employment, director compensation
programs, termination, severance, change of control, bonus and retention plans or policies for severance,
termination, change of control, bonus or retention payments, any payments related to any incentive plan and any
other payments MBOG is required by law or contract or intends to make in connection with the termination of all
employees of MBOG at the Effective Time in accordance with the terms of the Arrangement Agreement, arising out
of or in connection with the Arrangement.
"MBOG Transaction Costs" means all costs and expenses incurred by MBOG in connection with the transactions
contemplated by the Arrangement Agreement, including all legal, accounting, engineering, financial advisory
(including the MBOG Financial Advisory Fees and the costs of the MBOG Fairness Opinion), severance, bonuses,
printing and other administrative or professional fees, costs and expenses of third parties incurred by MBOG or the
MBOG Board (or any committee thereof), and all amounts payable by MBOG in respect of the Arrangement,
including the costs of obtaining "run off" directors' and officers' liability insurance in accordance with Section 2.8 of
the Arrangement Agreement, and including the MBOG Termination Payments.
"MBOG Warrants" means the performance warrants of MBOG, each such MBOG Warrant entitling the holder to
acquire one MBOG Share pursuant to the terms of the warrant certificate representing such MBOG Warrants.
"Meetings" means, collectively, the MBOG Meeting and the Surge Meeting to consider, among other things, the
MBOG Arrangement Resolution and the Surge Resolution, as the case may be, and any adjournment thereof and
"Meeting" means, as applicable, the MBOG Meeting or the Surge Meeting.
"National Bank" means National Bank Financial Inc.
"NI 51-101" means National Instrument 51-101 – Standards of Disclosure for Oil and Gas Activities.
"Non-Resident Holder" has the meaning set forth under the heading "Certain Canadian Federal Income Tax
Considerations – Holders Not Resident in Canada".
"Notice of Application" means the Notice of Application to the Court for the Final Order, which is attached as
Appendix C to this Information Circular.
"other Party" means: (i) with respect to MBOG, Surge; and (ii) with respect to Surge, MBOG.
"Outside Date" means November 15, 2018 or such other date as the Parties may agree in writing.
"Parties" means, collectively, MBOG and Surge, and "Party" means either one of them.
"Performance Share Awards" means a performance share award granted pursuant to Surge's stock incentive plan.
"Person" includes any individual, firm, partnership, joint venture, venture capital fund, association, trust, trustee,
executor, administrator, legal personal representative, estate group, body corporate, corporation, unincorporated
association or organization, Governmental Authority, syndicate or other entity, whether or not having legal status.
"Plan of Arrangement" means the plan of arrangement in the form set out in Exhibit "A" to the Arrangement
Agreement, as such plan of arrangement may be amended or supplemented from time to time in accordance with the
Arrangement Agreement.
"Registered Holder" has the meaning set forth under the heading "General Information – Information for Beneficial
Shareholders".
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"Registrar" means the Registrar of Corporations or a Deputy Registrar of Corporations appointed under Section 263
of the ABCA.
"Resident Holder" has the meaning set forth under the heading "Certain Canadian Federal Income Tax
Considerations – Holders Resident in Canada".
"Restricted Share Award" means a restricted share award granted pursuant to Surge's stock incentive plan.
"Securities" means, collectively, the MBOG Shares and the Surge Shares.
"Securities Act" means the Securities Act, R.S.A. 2000, c. S 4, as amended.
"Securityholders" means, collectively, the MBOG Shareholders and the Surge Shareholders.
"Share Consideration" has the meaning ascribed thereto in the Plan of Arrangement.
"Share Maximum" means 75,431,034 Surge Shares.
“Sproule” means Sproule Associates Limited.
"Strategic Review Process" has the meaning set forth under the heading "The Arrangement – Background to and
Reasons for the Arrangement – Background to the Arrangement".
"Superior Proposal" means an unsolicited written bona fide Acquisition Proposal made after the date of the
Arrangement Agreement from a Person (other than Surge):
(i)

that is not subject to any financing condition, and in respect of any funds required to complete the
Acquisition Proposal, such funds have been demonstrated to be readily available to the satisfaction of the
MBOG Board, acting in good faith (after receipt of advice from its financial advisors and outside legal
counsel);

(ii)

that the MBOG Board has determined in good faith (after receipt of advice from its financial advisors and
outside legal counsel) is capable of being completed in accordance with its terms without undue delay,
taking into account all financial, legal regulatory and other aspects of such proposal and the Person making
such proposal;

(iii)

that is in compliance with all Applicable Laws;

(vi)

that did not result from or involve a breach of Section 3.4 of the Arrangement Agreement;

(v)

that is not subject to any due diligence or access condition, other than to permit access to the books, records
or personnel of MBOG which is not more extensive than that which would customarily be provided for
confirmatory due diligence purposes; and

(vi)

in respect of which the MBOG Board determined in good faith (after the receipt of advice from their legal
counsel with respect to (A) and its financial advisors with respect to (B)) that: (A) in each case as reflected
in the minutes of the MBOG Board, in the case of paragraph 3.4(b)(vi)(A) of the Arrangement Agreement,
failure to take such action would be inconsistent with its fiduciary duties, and in the case of paragraphs
3.4(b)(vii) and 3.4(d) of the Arrangement Agreement, failure to recommend such Acquisition Proposal to
MBOG Shareholders would be inconsistent with its fiduciary duties, and (B) such Acquisition Proposal,
taking into account all of the terms and conditions thereof, if consummated in accordance with its terms
(but not assuming away any risk of non-completion), would result in a transaction more favourable to
MBOG Shareholders from a financial point of view than the transactions contemplated by the Arrangement
Agreement (including in each case after taking into account any modifications to the Arrangement
Agreement proposed by the Parties as contemplated by Section 3.4(e) of the Arrangement Agreement).
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"Surge" means Surge Energy Inc., a corporation existing under the ABCA.
"Surge 2018 Information Circular" means the information circular of Surge dated March 29, 2018 in respect of
the annual meeting of Surge Shareholders held on May 16, 2018.
"Surge AIF" means the annual information form of Surge for the year ended December 31, 2017 dated March 14,
2018.
"Surge Annual Financial Statements" means the audited financial statements of Surge as at and for the years
ended December 31, 2017 and 2016, together with the notes thereto and the auditor's report thereon.
"Surge Annual MD&A" means Surge's management discussion and analysis of the financial condition and results
of operations of Surge as at December 31, 2017 and for the three and twelve months ended December 31, 2017 and
2016.
"Surge Board" means the board of directors of Surge as it may be comprised from time to time.
"Surge Credit Facility" means Surge's credit facility with a syndicate of Canadian chartered banks, consisting of a
revolving credit facility in the amount of $320 million and a $30 million operating facility.
"Surge Damages Event" has the meaning set forth under the heading "The Arrangement –Termination Fees - Surge
Damages".
"Surge Debentures" means the 5.75% convertible unsecured subordinated debentures of Surge due December 31,
2022.
"Surge Disclosure Letter" means the disclosure letter from Surge to MBOG dated September 5, 2018.
"Surge Interim Financial Statements" means the unaudited interim condensed financial statements of Surge as at
and for the three and six month periods ended March 31, 2018 and June 30, 2018, together with the notes thereto.
"Surge Interim MD&A" means Surge's management's discussion and analysis of the financial condition and results
of operations of Surge as at and for the three month periods ended March 31, 2018 and June 30, 2018.
"Surge Meeting" means the meeting of Surge Shareholders to consider the Surge Resolution and related matters,
and any adjournment(s) thereof.
"Surge Preferred Shares" means preferred shares in the capital of Surge.
"Surge Reserve Report" means the report dated February 9, 2018 evaluating the crude oil, natural gas liquids and
natural gas reserves of Surge as at December 31, 2017.
"Surge Resolution" means the ordinary resolution of Surge Shareholders in respect of the issuance of Surge Shares
pursuant to the Arrangement to be considered at the Surge Meeting substantially in the form attached as
Appendix B.
"Surge Shareholders" means the holders of Surge Shares.
"Surge Shares" means common shares in the capital of Surge and includes the Surge Shares upon completion of the
Arrangement, as applicable.
"Surge Subsidiaries" means, collectively, Surge General Partnership and 1413942 Alberta Ltd.
"Surge Termination Fee" has the meaning set forth under the heading "The Arrangement – Termination Fees –
Surge Damages".
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"Tax Pools" means undepreciated capital cost of any particular class of depreciable property, earned depletion base,
cumulative Canadian exploration expense, cumulative Canadian development expense, cumulative Canadian oil and
gas property expense, foreign exploration and development expense, capital losses, non capital losses, cumulative
eligible capital, share issue costs and investment tax credits, all as defined in the ITA, and financing expenses
referred to in paragraph 20(1)(e) of the ITA.
"TSX" means the Toronto Stock Exchange.
"U.S. Exchange Act" means the United States Securities Exchange Act of 1934, as amended, and the rules,
regulations and orders promulgated thereunder.
"U.S. Securities Act" means the United States Securities Act of 1933, as amended, and the rules, regulations and
orders promulgated thereunder.
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SUMMARY INFORMATION
The following is a summary of certain information contained elsewhere in this Information Circular, including the
Appendices hereto, and is qualified in its entirety by reference to the more detailed information contained or referred
to elsewhere in this Information Circular or in the Appendices hereto. Capitalized terms not otherwise defined herein
are defined in the "Glossary of Terms". For details on the matters to be considered by the MBOG Shareholders, see
"Matters to be Acted Upon at the MBOG Meeting." For details on the matters to be considered by the Surge
Shareholders, see "Matters to be Acted Upon at the Surge Meeting."
The Corporations
MBOG
MBOG is a light oil focused company operating in Alberta. MBOG is a non-reporting issuer and the MBOG Shares
are not currently listed for trading on any stock exchange.
For a more complete description of MBOG's business see "Information Concerning MBOG" and Appendix G –
"Information Concerning MBOG".
Surge
Surge is an oil focused exploration and production company located in Alberta and Southwest Saskatchewan. Surge
is a reporting issuer in each of the provinces of Canada and the Surge Shares are listed on the TSX under the trading
symbol "SGY".
For a more complete description of Surge's business see "Information Concerning Surge" and Appendix H –
"Information Concerning Surge".
The MBOG Meeting
The MBOG Meeting will be held at the Hyatt Regency Calgary, 700 Centre Street S., Calgary, Alberta in the
Stephen Room at 9:00 a.m. (Calgary time) on October 24, 2018, for the purposes set forth in the accompanying
notice of meeting of MBOG Shareholders.
The Surge Meeting
The Surge Meeting will be held at the Hyatt Regency Calgary, 700 Centre Street S., Calgary, Alberta in the Stephen
Room at 10:00 a.m. (Calgary time) on October 24, 2018, for the purposes set forth in the accompanying notice of
meeting of Surge Shareholders.
Background to the Arrangement
The terms of the Arrangement are the result of arm's length negotiations between representatives of Surge and
MBOG and their respective financial and legal advisors. This Information Circular contains a summary of the
events leading up to the negotiation of the Arrangement Agreement and the meetings, negotiations, discussions and
actions between the Parties that preceded the execution and public announcement of the Arrangement Agreement.
See "The Arrangement — Background to and Reasons for the Arrangement – Background to the Arrangement".
Reasons For the Arrangement
MBOG Board
Following receipt of the advice and assistance of its financial advisors and legal counsel, the MBOG Board carefully
evaluated the terms of the proposed Arrangement and based upon, among other things, the MBOG Fairness Opinion,
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unanimously: (i) determined that the Arrangement is in the best interests of MBOG; (ii) determined that the
Arrangement is fair, from a financial point of view, to the MBOG Shareholders; (iii) approved the Arrangement and
the entering into of the Arrangement Agreement; and (iv) resolved to recommend that MBOG Shareholders vote in
favour of the MBOG Arrangement Resolution.
In reaching these determinations and approvals, the MBOG Board considered a number of strategic, financial,
operational and other factors, including the financial metrics of the Arrangement and the long-term prospects for
growth of MBOG both on a stand-alone basis and in conjunction with Surge.
See "The Arrangement – Background to and Reasons for the Arrangement – Reasons for the Arrangement – MBOG
Board".
Surge Board
Following receipt of the advice and assistance of its financial advisors and legal counsel, the Surge Board (other
than Mr. Gilbert, who abstained from voting due to his relationship with the controlling shareholder of MBOG)
carefully evaluated the terms of the proposed Arrangement and unanimously: (i) determined that the Arrangement is
in the best interests of Surge; (ii) approved the Arrangement and the entering into of the Arrangement Agreement
and completion of all transactions contemplated thereby; and (iii) resolved to recommend that Surge Shareholders
vote in favour of the Surge Resolution.
In reaching these determinations and approvals, the Surge Board considered a number of strategic, financial,
operational and other factors, including the financial metrics of the Arrangement and the long-term prospects for
growth of Surge both on a stand-alone basis and in conjunction with MBOG.
See "The Arrangement – Background to and Reasons for the Arrangement – Reasons for the Arrangement – Surge
Board" and Appendix I – " Information Concerning Surge Following Completion of the Arrangement".
MBOG Support and Lock-Up Agreements
All of the directors and executive officers of MBOG and certain MBOG Shareholders have entered into MBOG
Support and Lock-Up Agreements representing approximately 70% of the issued and outstanding MBOG Shares
pursuant to which they have agreed to, among other things, vote in favour of the MBOG Arrangement Resolution
and otherwise support the transactions contemplated by the Arrangement Agreement. The MBOG Support and
Lock-up Agreements also contemplate certain escrow conditions with respect to any Surge Shares received from the
Arrangement for a period of nine months following the completion of the Arrangement, subject to certain
exceptions.
See "The Arrangement – MBOG Support and Lock-Up Agreements".
Recommendations of the MBOG Board
The MBOG Board has reviewed the terms of the Arrangement in detail, and after considering, among other things:
(A) the MBOG Fairness Opinion; (B) the anticipated benefits of the Arrangement; (C) that MBOG Shareholders
will continue to participate in the oil and gas prospects of MBOG while gaining exposure to a larger base of existing
production and the prospect inventory of Surge; (D) the historical market price, recent trading patterns and financial
information relating to other companies engaged in the same business as MBOG; and (E) the risks associated with
completing the Arrangement, the MBOG Board has unanimously: (i) determined that the Arrangement is in the best
interests of MBOG; (ii) determined that the Arrangement is fair, from a financial point of view, to the MBOG
Shareholders; (iii) approved the Arrangement and the entering into of the Arrangement Agreement; and (iv)
recommends that MBOG Shareholders vote in favour of the MBOG Arrangement Resolution.
The discussion of the information and factors considered and given weight to by the MBOG Board discussed herein
is not intended to be exhaustive. In reaching the determination to approve and recommend the MBOG Arrangement
Resolution, the MBOG Board did not assign any relative or specific weight to the factors that were considered, and
individual directors may have given a different weight to each factor.
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Notwithstanding the recommendation of the MBOG Board that MBOG Shareholders vote in favour of the MBOG
Arrangement Resolution, MBOG Shareholders should make their own decision whether to vote their MBOG Shares
in favour of the Arrangement Resolution and, if appropriate, should consult their own legal, financial and other
professional advisors in making that decision.
See "The Arrangement – Recommendations of the MBOG Board".
Recommendations of the Surge Board
The Surge Board (other than Mr. Gilbert, who abstained from voting due to his relationship with the controlling
shareholder of MBOG) unanimously: (i) determined that the Arrangement is in the best interests of Surge; (ii)
approved the Arrangement and the entering into of the Arrangement Agreement and completion of all transactions
contemplated thereby; and (iii) recommends that Surge Shareholders vote in favour of the Surge Resolution.
The discussion of the information and factors considered and given weight to by the Surge Board as discussed
herein in making the above determinations, approvals and recommendations is not intended to be exhaustive. In
reaching the determination to recommend the approval of the Surge Resolution by the Surge Shareholders, the Surge
Board did not assign any relative or specific weight to the factors that were considered, and individual directors may
have given a different weight to each factor.
Notwithstanding the recommendation of the Surge Board that Surge Shareholders vote in favour of the Surge
Resolution, Surge Shareholders should make their own decision whether to vote their Surge Shares in favour of the
Arrangement Resolution and, if appropriate, should consult their own legal, financial and other professional advisors
in making that decision.
See "The Arrangement – Recommendations of the Surge Board".
Effect of the Arrangement
General
Pursuant to the Arrangement, all of the issued and outstanding MBOG Shares will be transferred to Surge and
MBOG Shareholders (other than Dissenting MBOG Shareholders) will receive, at such MBOG Shareholder's
election: (a) 0.803 common shares of Surge ("Surge Shares") for each MBOG Share held; (b) $1.863 in cash for
each MBOG Share held; or (c) a combination of cash and Surge Shares for all of such MBOG Shareholder’s MBOG
Shares, subject in each case to proration, provided that Surge shall issue no more than the Share Maximum or pay
more than the Cash Maximum in exchange for the MBOG Shares.
Assuming that: (i) there are no Dissenting MBOG Shareholders; (ii) all of the “in-the-money” MBOG Incentives are
exercised prior to the Effective Time; and (iii) all of the “out-of-money” MBOG Incentives are surrendered, it is
anticipated that, to effect the Arrangement, Surge will be required to issue an aggregate of approximately 75.4
million Surge Shares in exchange for all of the outstanding MBOG Shares and upon completion of the Arrangement,
there will be approximately 309 million Surge Shares issued and outstanding. If the Arrangement is completed as
contemplated, it is expected that former MBOG Shareholders will own approximately 25% of the outstanding Surge
Shares (on a non-diluted basis) subsequent to the Arrangement and Surge Shareholders will own approximately 75%
of the outstanding Surge Shares (on a non-diluted basis) subsequent to the Arrangement.
See also "The Arrangement – Effect and Details of the Arrangement – General".
Effect on MBOG Options and MBOG Warrants
As a result of the execution of the Arrangement Agreement, the MBOG Board has approved the acceleration of
vesting of all outstanding MBOG Options and MBOG Warrants immediately prior to the Effective Time and
conditional on the consummation of the Arrangement.
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As at the date hereof, MBOG Options to purchase an aggregate of 15,321,936 MBOG Shares are outstanding, of
which 15,321,936 MBOG Options are expected to be "in-the-money" based on a deemed transaction value of $1.863
per MBOG Share. Pursuant to the Arrangement Agreement, MBOG shall obtain executed MBOG Exercise and
Cancellation Agreements from each holder of MBOG Options prior to the Effective Time, which provides that each
holder of MBOG Options will: (a) surrender for exercise on a cashless basis all of the holder's “in-the-money”
MBOG Options in exchange for such number of MBOG Shares that is equal in value to the difference between: (i)
the market price of the MBOG Share (being $1.863 per MBOG Share); and (ii) the applicable exercise price of such
holder’s “in-the-money” MBOG Options, which will result in the issuance of 6,877,480 MBOG Shares; and (b)
surrender for cancellation all of the holder’s “out-of-the-money” MBOG Options in exchange for an aggregate
payment of $1.00.
As at the date hereof, MBOG Warrants to purchase an aggregate of 30,557,226 MBOG Shares are outstanding, of
which 11,640,872 are expected to be "in-the-money" based on a deemed transaction value of $1.863 per MBOG
Share. Pursuant to the Arrangement Agreement, MBOG shall obtain executed MBOG Exercise and Cancellation
Agreements from each holder of MBOG Warrants prior to the Effective Time, which provides that each holder of
MBOG Warrants will: (a) surrender for exercise on a cashless basis all of the holder's "in-the-money" MBOG
Warrants in exchange for such number of MBOG Shares that is equal in value to the difference between: (i) the
market price of the MBOG Share (being $1.863 per MBOG Share); and (ii) the applicable exercise price of such
holder’s "in-the-money" MBOG Warrants, which will result in the issuance of 2,122,156 MBOG Shares; and (b)
surrender for cancellation all of the holder's "out-of-the-money" MBOG Warrants in exchange for an aggregate
payment of $1.00.
See also "The Arrangement – Effect and Details of the Arrangement – Effect on MBOG Options", "The Arrangement
– Effect and Details of the Arrangement – Effect on MBOG Warrants", "The Arrangement – Interests of Certain
Persons or Companies in the Arrangement – MBOG Options" and "The Arrangement – Interests of Certain Persons
or Companies in the Arrangement – MBOG Warrants".
Termination Payments
Certain of MBOG's officers and employees are entitled to termination payments triggered by the completion of the
Arrangement. See "The Arrangement – Interests of Certain Persons or Companies in the Arrangement –
Termination Payments".
Details of the Arrangement
Arrangement Steps
Commencing at the Effective Time, each of the events set out below will occur and will be deemed to occur in the
following order without any further act or formality except as otherwise provided in the Plan of Arrangement:
•

the MBOG Shares held by Dissenting MBOG Shareholders shall be transferred to Surge and shall continue
to be outstanding, and such Dissenting MBOG Shareholders shall cease to have any rights as MBOG
Shareholders, other than the right to be paid the fair value of their MBOG Shares by Surge in accordance
with the MBOG Dissent Rights;

•

all MBOG Shareholders (other than Surge) shall transfer to Surge all of the MBOG Shares held by them;
and

•

MBOG Shareholders (other than Dissenting MBOG Shareholders) will receive, at such MBOG
Shareholder's election: (a) 0.803 Surge Shares for each MBOG Share held; (b) $1.863 in cash for each
MBOG Share held; or (c) a combination of cash and Surge Shares for all of such MBOG Shareholder’s
MBOG Shares, in each case subject to proration, provided that Surge shall issue no more than the Share
Maximum or pay more than the Cash Maximum in exchange for the MBOG Shares, all pursuant to the
terms of the Plan of Arrangement.

See "The Arrangement – Effect and Details of the Arrangement – General".
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Directors and Management of Surge following Completion of the Arrangement
Following completion of the Arrangement, the Surge Board will be comprised of the same directors that currently
serve on the Surge Board and the current management team at Surge will continue to act in the same capacity as
senior officers of Surge.
See Appendix I – “Information Concerning Surge Following Completion of the Arrangement".
The Arrangement Agreement
The following is a summary of certain terms of the Arrangement Agreement and is qualified in its entirety by the
full text of the Arrangement Agreement, which is attached as Appendix D to this Information Circular, and to the
more detailed summary contained elsewhere in this Information Circular.
See "The Arrangement – The Arrangement Agreement" and Appendix D to this Information Circular for the entire
text of the Arrangement Agreement.
Covenants, Representations and Warranties
The Arrangement Agreement contains customary covenants and representations and warranties for an agreement of
this type, including mutual non-solicitation covenants from MBOG and Surge in favour of the other.
Conditions to the Arrangement
The obligations of MBOG and Surge to complete the Arrangement are subject to the satisfaction or waiver of certain
conditions set out in the Arrangement Agreement which are summarized in the main body of the Information
Circular. These conditions include the receipt of MBOG Shareholder approval, Surge Shareholder approval,
approval of the Court and various third party approvals.
Termination of Arrangement Agreement
The Arrangement Agreement may be terminated at any time prior to the Effective Date and termination fees may be
payable by either party in certain circumstances. Pursuant to the Arrangement Agreement, Surge has agreed to pay
MBOG a termination fee in the amount of $10.5 million in certain circumstances and MBOG has also agreed to pay
Surge a termination fee in the amount of $10.5 million in certain circumstances. A summary of the circumstances
where these payments are required to be made is provided in the main body of the Information Circular.
Risk Factors Related to the Arrangement
The completion of the Arrangement is subject to certain risks. In addition to the risk factors described under the
headings "Risk Factors" in the Surge AIF and the Surge Financial Statements, which are specifically incorporated
by reference into this Information Circular, the risk factors described under "Risk Factors - Risk Factors Related to
the Arrangement" and other the risk factors described under "Risk Factors – Risk Factors Concerning Surge
Following Completion of the Arrangement" and in Appendix H – "Information Concerning Surge" and Appendix G
– "Information Concerning MBOG", the following is a list of certain additional and supplemental risk factors which
MBOG Shareholders and Surge Shareholders should carefully consider before making a decision to approve the
MBOG Arrangement Resolution and the Surge Resolution, respectively:
•

MBOG and Surge may not realize the anticipated benefits of the Arrangement;

•

MBOG and Surge may not satisfy all regulatory requirements or obtain the necessary approvals for
completion of the Arrangement on satisfactory terms or at all;

•

the Arrangement Agreement may be terminated in certain circumstances, including in the event of a
Material Adverse Change in relation to MBOG or Surge;
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•

the Arrangement may not be completed due to the failure to satisfy any conditions set out in the
Arrangement Agreement, including certain conditions which are not in the control of MBOG or Surge;

•

the market price for the Surge Shares may decline;

•

MBOG and Surge expect to incur significant costs associated with the Arrangement;

•

if the Arrangement is not completed, MBOG's future business and operations could be harmed;

•

if the Arrangement is not completed, Surge's future business and operations could be harmed;

•

actual production and ultimate reserves could be greater or lesser than the production forecast and reserve
estimates contained in the MBOG Original Reserve Report, MBOG Updated Reserve Report and Surge
Reserve Report;

•

future reserves and production depend on success in exploring the current reserves and acquiring or
discovering additional reserves;

•

failure to realize anticipated benefits of other acquisitions or dispositions;

•

general economic conditions of Canada and the United States and globally;

•

industry conditions, including commodity price volatilities and other factors that may affect the
marketability of oil, natural gas and NGLs;

•

the Surge Shares issued in connection with the Arrangement may have a market value that is different than
expected;

•

no cash dividends are expected to be paid on the Surge Shares in the foreseeable future; and

•

there are risks related to the integration of MBOG's and Surge's existing businesses.

There are additional risk factors contained elsewhere or incorporated by reference in this Information Circular. See
"Risk Factors - Risk Factors Related to the Arrangement". MBOG Shareholders and Surge Shareholders should
carefully consider all such risk factors.
Procedure for Exchange of MBOG Shares
The Letter of Transmittal and Election Form, printed on yellow paper, has been sent to registered Depositing
Shareholders with this Information Circular. The Letter of Transmittal and Election Form sets out the procedure to
be followed by Depositing Shareholders to deposit their Deposited Securities. If the Arrangement becomes effective,
in order to receive a physical certificate(s) representing Surge Shares or the Cash Consideration in exchange for the
Deposited Securities to which the Depositing Shareholder is entitled under the Plan of Arrangement, a Depositing
Shareholder must deliver the Letter of Transmittal and Election Form, properly completed and duly executed,
together with certificate(s) representing its Deposited Securities and all other required documents to the Depositary
at the address set forth in the Letter of Transmittal and Election Form. It is each Depositing Shareholder's
responsibility to ensure that the Letter of Transmittal and Election Form is received by the Depositary. If the
Arrangement is not completed, the Letter of Transmittal and Election Form will be of no effect and the Depositary
will return all certificates representing the Deposited Securities to the holders thereof as soon as practicable at the
address specified in the Letter of Transmittal and Election Form.
Depositing Shareholders whose MBOG Shares are registered in the name of an Intermediary, which may
include a broker, investment dealer, bank, trust company, nominee or other intermediary, must contact their
Intermediary for instruction to make an election and to deposit their Deposited Securities.
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Any certificate formerly representing MBOG Shares that is not deposited with all other documents as required by
the Plan of Arrangement on or before the last Business Day prior to the third anniversary of the Effective Date (or
such earlier date as required by applicable law) will cease to represent a right or claim of any kind or nature
including the right of the MBOG Shareholder to receive Surge Shares (and any dividend or other distributions
thereon). In such case, such Surge Shares (together with all dividends or other distributions thereon) will be returned
to Surge and such Surge Shares will be cancelled.
Depositing Shareholders are encouraged to deliver a properly completed and duly executed Letter of Transmittal and
Election Form together with the relevant certificate(s) representing the Deposited Securities and any other required
documents to the Depositary prior to the Election Deadline.
The use of mail to transmit certificates representing the Deposited Securities and the Letter of Transmittal and
Election Form is at each holder's risk. MBOG recommends that such certificates and documents be delivered by
hand to the Depositary and a receipt therefore be obtained or that registered mail be used and appropriate insurance
be obtained.
In the event MBOG Shareholders have not received a Letter of Transmittal and Election Form due to a postal
disruption as a result of a Canada Post labour disruption or other cause, copies of the Letter of Transmittal and
Election Form may be obtained by contacting the Depositary or on Surge's corporate website at
www.surgeenergy.ca. In the event of a postal disruption, MBOG recommends that MBOG Shareholders deposit
with the Depositary certificates representing their MBOG Shares together with the Letter of Transmittal and
Election Form and other required documents either: (i) by hand and receipt therefor obtained; or (ii) by courier
(other than Canada Post) and the appropriate insurance be obtained, to ensure such deposit is not be delayed by the
Canada Post disruption.
The Depositary will receive reasonable and customary compensation from Surge for its services in connection with
the Arrangement, will be reimbursed for certain out of pocket expenses and will be indemnified against certain
liabilities, including liability under securities laws and expenses in connection therewith.
For additional information, see "The Arrangement - Procedure for Exchange of Securities".
MBOG Shareholder Approval
Pursuant to the terms of the Interim Order and Applicable Securities Laws, the MBOG Arrangement Resolution
must, subject to further orders of the Court, be approved by not less than 66⅔% of the votes cast by the MBOG
Shareholders, present in person or by proxy at the MBOG Meeting.
See Appendix A to this Information Circular for the full text of the MBOG Arrangement Resolution. See also "The
Arrangement - MBOG Shareholder Approval".
Surge Shareholder Approval
Pursuant to the rules of the TSX as the Arrangement will result in the issuance of 25% or more of the currently
issued and outstanding Surge Shares on a non-diluted basis, the Surge Resolution must be approved by a simple
majority of the votes cast by the Surge Shareholders, present in person or by proxy at the Surge Meeting. An
aggregate of 75,431,034 Surge Shares are potentially issuable pursuant to the Arrangement, representing 32% of the
currently issued and outstanding Surge Shares on a non-diluted basis. The Arrangement is not expected to materially
affect the control of Surge.
See Appendix B to this Information Circular for the full text of the Surge Resolution. See also "The Arrangement–
Surge Shareholder Approval".
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Fairness Opinions
MBOG Fairness Opinion
The MBOG Board engaged National Bank as financial advisor to MBOG in connection with MBOG's strategic
review, which mandate also included acting as financial advisor with respect to the Arrangement. National Bank has
provided the MBOG Fairness Opinion to the MBOG Board that, as of the date thereof and subject to the various
assumptions, qualifications and limitations contained therein, the consideration to be received by MBOG
Shareholders pursuant to the Arrangement is fair, from a financial point of view, to the MBOG Shareholders.
The MBOG Fairness Opinion is not a recommendation to any MBOG Shareholder as to how to vote or act on any
matter relating to the Arrangement. The MBOG Board urges MBOG Shareholders to read the MBOG Fairness
Opinion.
The summary of the MBOG Fairness Opinion in this Information Circular is qualified in its entirety by reference to
the full text of the MBOG Fairness Opinion. The MBOG Fairness Opinion is subject to the various assumptions,
qualifications and limitations contained therein and should be read in its entirety.
See Appendix F for the full text of the MBOG Fairness Opinion and "The Arrangement – Fairness Opinions –
MBOG Fairness Opinion".
Final Order
Completion of the Arrangement is subject to the satisfaction of several conditions and the approval of the Court.
Subject to the terms of the Arrangement Agreement, if the MBOG Arrangement Resolution and Surge Resolution
are approved by the requisite majorities at the respective Meetings, MBOG will make application to the Court for
the Final Order at the Calgary Courts Centre, 601 - 5 Street S.W., Calgary, Alberta Canada on October 24, 2018 at
2:00 p.m. (Calgary time) or as soon thereafter as counsel may be heard. See "The Arrangement – Court Approval".
Dissent Rights
MBOG Dissent Rights
Pursuant to the Interim Order, registered MBOG Shareholders have the right to dissent with respect to the MBOG
Arrangement Resolution by providing a written objection to the MBOG Arrangement Resolution to MBOG, c/o
DLA Piper (Canada) LLP, Suite 1000, Livingston Place West, 250 – 2nd Street S.W., Calgary, Alberta, T2P 0C1,
Attention: Brian Bidyk, to be received by no later than 9:00 a.m. (Calgary time) on the second Business Day
immediately preceding the date of the MBOG Meeting.
In the event the Arrangement becomes effective, each MBOG Shareholder who properly dissents and becomes a
Dissenting MBOG Shareholder will be entitled to be paid by Surge the fair value of the MBOG Shares in respect of
which such holder dissents in accordance with Section 191 of the ABCA, as modified by the Plan of Arrangement
and the Interim Order. A MBOG Shareholder who votes in favour of the Arrangement shall not be entitled to
dissent. A Dissenting MBOG Shareholder may dissent only with respect to all of the MBOG Shares held by such
Dissenting MBOG Shareholder. See Appendix E, Exhibit "A" to Appendix D and Appendix K for a copy of the
Interim Order, the Plan of Arrangement and the provisions of Section 191 of the ABCA, respectively.
The statutory provisions covering the right to dissent are technical and complex. Failure to strictly comply with such
requirements set forth in Section 191 of the ABCA, as modified by the Plan of Arrangement and the Interim Order,
may result in the loss of any right to dissent. A Beneficial Shareholder of MBOG Shares registered in the name
of an Intermediary, which may include a broker, investment dealer, bank, trust company, nominee or other
intermediary, who wishes to dissent should be aware that only the Registered Holder of such MBOG Shares
is entitled to dissent. Accordingly, a Beneficial Shareholder of MBOG Shares desiring to exercise MBOG Dissent
Rights must make arrangements for such beneficially owned MBOG Shares to be registered in such holder's name
prior to the time the written objection to the MBOG Arrangement Resolution is required to be received by MBOG

29

or, alternatively, make arrangements for the Registered Holder of such MBOG Shares to dissent on such Beneficial
Shareholder's behalf. Pursuant to Section 191 of the ABCA, a MBOG Shareholder is only entitled to dissent in
respect of all of the MBOG Shares held by such Dissenting MBOG Shareholder or on behalf of any one Beneficial
Shareholder and registered in the name of the Dissenting MBOG Shareholder.
Unless otherwise waived, it is a condition to the Arrangement that MBOG Shareholders holding not more than 5%
of the outstanding MBOG Shares shall have exercised MBOG Dissent Rights in respect of the Arrangement that
have not been withdrawn as of the Effective Date.
See "The Arrangement –MBOG Dissent Rights" and "The Arrangement – The Arrangement Agreement – Conditions
of Closing".
Stock Exchange Listing Approval
The MBOG Shares are not listed on any exchange. The Surge Shares are listed on the TSX under the trading symbol
"SGY".
It is a mutual condition to the completion of the Arrangement that Surge Shares to be issued to the MBOG
Shareholders pursuant to the Arrangement are conditionally approved for listing on the TSX. The TSX has
conditionally accepted the listing of Surge Shares to be issued pursuant to the Arrangement in its letter dated
September 13, 2018. The listing of Surge Shares will be subject to the Surge fulfilling all of the listing requirements
of the TSX.
See “The Arrangement – Surge Shareholder Approval” and "The Arrangement – Stock Exchange Listing Approval".
Certain Canadian Federal Income Tax Considerations
Certain Canadian federal income tax considerations for MBOG Shareholders who participate in the Arrangement or
who dissent from the Arrangement are set out in the summary herein entitled "Certain Canadian Federal Income
Tax Considerations in Respect of the Arrangement".
Certain Other Tax Considerations
This Information Circular does not address any tax considerations of the Arrangement other than certain Canadian
income tax considerations applicable to MBOG Shareholders. MBOG Shareholders who are resident in or otherwise
subject to taxation in jurisdictions other than Canada should consult their tax advisors with respect to the tax
implications of the Arrangement, including any associated filing requirements, in such jurisdictions and with respect
to the tax implications in such jurisdictions of owning Surge Shares after the completion of the Arrangement.
MBOG Shareholders should also consult their own tax advisors regarding provincial, state or territorial tax
considerations of the Arrangement or of holding Surge Shares.
Selected Pro Forma Financial and Operational Information for Surge
This Information Circular contains certain pro forma financial and operational information for Surge after giving
effect to the Arrangement as at and for the six month period ended June 30, 2018 and year ended December 31,
2017. See Appendix I under the headings "Selected Pro Forma Financial Information" and "Selected Pro Forma
Operational Information". These tables should be read in conjunction with the unaudited pro forma consolidated
financial statements of Surge, including the notes thereto, attached as Appendix J to this Information Circular.
Reference should also be made to the "Information Concerning MBOG" attached as Appendix G, and the Surge
Annual Financial Statements and Surge Interim Financial Statements which are incorporated by reference in this
Information Circular.
See Appendix I to this Information Circular for "Information Concerning Surge Following Completion of the
Arrangement".
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MATTERS TO BE ACTED UPON AT THE MBOG MEETING
The principal purpose of the MBOG Meeting is for MBOG Shareholders to consider and, if thought advisable, pass
the MBOG Arrangement Resolution. The full text of the MBOG Arrangement Resolution is set forth in Appendix A
of this Information Circular.
On any ballot that may be called for at the MBOG Meeting, the Persons named in the enclosed instrument of proxy,
if named as proxy, intend to vote for the MBOG Arrangement Resolution, unless a MBOG Shareholder has
specified in its instrument of proxy that its MBOG Shares are to be voted against the MBOG Arrangement
Resolution. If no choice is specified by a MBOG Shareholder to vote either for or against the MBOG Arrangement
Resolution, the Persons whose names are printed in the enclosed instrument of proxy intend to vote for the MBOG
Arrangement Resolution.
MATTERS TO BE ACTED UPON AT THE SURGE MEETING
The principal purpose of the Surge Meeting is for Surge Shareholders to consider and, if thought advisable, pass the
Surge Resolution. The full text of the Surge Resolution is set forth in Appendix B of this Information Circular.
On any ballot that may be called for at the Surge Meeting, the Persons named in the enclosed instrument of proxy, if
named as proxy, intend to vote for the Surge Resolution, unless a Surge Shareholder has specified in its instrument
of proxy that its Surge Shares are to be voted against the Surge Resolution. If no choice is specified by a Surge
Shareholder to vote either for or against the Surge Resolution, the Persons whose names are printed in the enclosed
instrument of proxy intend to vote for the Surge Resolution.
THE ARRANGEMENT
Background to and Reasons for the Arrangement
Background to the Arrangement
The terms of the Arrangement are the result of arm's length negotiations between MBOG and Surge and their
respective advisors. The following is a summary of the events leading up to the negotiation of the Arrangement
Agreement and the key meetings, negotiations, discussions and actions between the Parties that preceded the
execution and public announcement of the Arrangement Agreement.
MBOG Process
Throughout MBOG's history, management and the MBOG Board have regularly and continuingly reviewed
business opportunities and strategic alternatives available to MBOG that may enhance shareholder value. In early
2018, the MBOG Board and management determined that, while MBOG had demonstrated operational success and
growth in the MBOG Assets, there may be interest from third parties in completing a strategic transaction that would
benefit MBOG Shareholders. The MBOG Board approved commencing a process to evaluate a number of strategic
alternatives that may be available to MBOG (the "Strategic Review Process"). In initiating the Strategic Review
Process, the MBOG Board undertook to complete a comprehensive review to identify and consider a broad range of
alternatives to enhance shareholder value, including, among others, a merger, corporate sale, corporate restructuring,
the sale of select assets, the purchase of assets or any combination of the potential alternatives.
Effective February 12, 2018, National Bank was engaged as the financial advisor to MBOG in connection with the
Strategic Review Process. Pursuant to the engagement letter with National Bank, National Bank reported to and took
direction from MBOG Board and management. To address its objectives and based on advice from National Bank,
MBOG's management and the MBOG Board determined that a broad public review of strategic alternatives would
provide the best opportunity to maximize value for MBOG Shareholders.
Upon commencement of the Strategic Review Process, MBOG and National Bank prepared and made a corporate
data room available for review by interested parties upon execution of a confidentiality agreement. Through the
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Strategic Review Process, on or about May 30, 2018, National Bank approached approximately 410 third parties in
Canada, the United States, Asia, Europe and other international jurisdictions, including both strategic counterparties
and financial sponsors, to determine their interest in considering a wide variety of potential transactions with MBOG
resulting in 13 parties entering into confidentiality agreements and reviewing confidential information relating to
MBOG in the data room.
Surge entered into a confidentiality agreement with MBOG on May 4, 2018 and commenced its diligence on MBOG
thereafter, including on the operations and assets of MBOG. Technical presentations were also held by MBOG's
management with 10 third parties, including with Surge on June 27, 2018. MBOG also entered into reciprocal
confidentiality agreements with certain third parties to review confidential information relating to such parties to
determine MBOG's interest in pursuing a transaction with such parties. MBOG entered into a confidentiality
agreement with Surge on August 14, 2018 and commenced its diligence on Surge, including on the operations and
assets of Surge.
On July 18, 2018, interested parties, including Surge, submitted non-binding proposals for various alternative
transactions between such parties and MBOG. MBOG management had several discussions with MBOG Board
members to assess the merits and terms of such proposals, including the proposal from Surge. MBOG management
directed National Bank to go back to the interested parties who had submitted proposals, including Surge, to refine
certain details of their proposals. On August 1, 2018, interested third parties, including Surge, re-submitted nonbinding proposals.
During a conference call with the MBOG Board held on August 9, 2018, the MBOG Board reviewed and discussed
the financial terms of, and other considerations relating to, the various proposals received. In addition, MBOG and
its advisors reviewed, among other things, (i) information concerning the business, operations, assets, financial
condition, operating results and prospects of each of MBOG and the parties who had submitted proposals; (ii)
industry forecasts regarding the prices and price trends of oil, natural gas and natural gas liquids; (iii) the expected
benefits of the various proposals for MBOG and its stakeholders, including the MBOG Shareholders; (vi) the risks
associated with the completion and non-completion of the various alternatives; and (vii) updates on other
alternatives available to MBOG. The MBOG Board determined that pursuing the transaction with Surge was in the
best interests of MBOG due to the potential benefits of the transaction, including among others, the Arrangement
was the preferred transaction available to MBOG and MBOG Shareholders after conducting the extensive and
thorough value maximizing process. For additional benefits considered by the MBOG Board see "Reasons for the
Arrangement" below.
At the conclusion of the MBOG Board call held on August 9, 2018, the MBOG Board recommended that Messrs.
Swertz and Labelle negotiate and enter into a non-binding letter of intent with Surge. Following the discussion
amongst the MBOG Board on August 9, 2018, MBOG and Surge, together with their advisors, negotiated various
terms of the Surge proposal and on August 9, 2018, MBOG and Surge entered into a non-binding letter of intent
which proposed a business combination of MBOG and Surge.
The letter of intent was subject to numerous conditions, including confirmatory due diligence and the negotiation of
a definitive agreement. The letter of intent provided for an exclusivity period until September 5, 2018. Additional
financial, technical and legal due diligence by each of MBOG and Surge and their respective advisors was
undertaken until September 5, 2018. Between August 9, 2018 and September 5, 2018, negotiations between the
parties regarding the drafting and content of the Arrangement Agreement, Plan of Arrangement and related
documentation occurred. Throughout this period, members of management, National Bank and MBOG's legal
counsel regularly consulted with management and the MBOG Board members to keep them apprised of the status of
the negotiations with Surge and to get direction with respect to material matters being negotiated between the
Parties. On August 27, 2018, MBOG management and National Bank attended a technical presentation in respect of
Surge and its business.
On September 4, 2018, the MBOG Board met to consider the terms of the Arrangement Agreement and the terms of
the proposed business combination of MBOG and Surge which would be completed by Surge acquiring all of the
issued and outstanding MBOG Shares in exchange for the Cash Consideration and the Share Consideration, with
each MBOG Shareholder receiving Cash Consideration, Share Consideration or a combination of Cash
Consideration and Share Consideration at the election of such MBOG Shareholder, subject to proration. The MBOG
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Board received reports of the results of the due diligence review conducted on Surge by MBOG management and
MBOG's financial and legal advisors. National Bank provided an overview of the financial analyses prepared on
MBOG and Surge. In addition, National Bank delivered the verbal MBOG Fairness Opinion that the consideration
to be received by the MBOG Shareholders pursuant to the Arrangement is fair from a financial point of view. At this
meeting, DLA Piper (Canada) LLP also provided advice as to the fiduciary duties of the MBOG Board in the
context of the proposed Arrangement Agreement and reviewed the terms of the proposed Arrangement Agreement,
Plan of Arrangement and the MBOG Support and Lock Up Agreements. After duly considering the financial aspects
of the Arrangement, the potential impact on MBOG, MBOG Shareholders and other stakeholders (including MBOG
employees), legal and financial advice (including the verbal MBOG Fairness Opinion), the benefits and drawbacks
of the Arrangement relative to other alternatives (including the status quo business plan) and other matters
considered relevant, the MBOG Board was supportive of the Arrangement subject to finalizing certain aspects of the
terms of the Arrangement.
On September 5, 2018, following final confirmation of the terms of the Arrangement, the MBOG Board
unanimously (i) determined that the Arrangement is in the best interests of MBOG and the MBOG Shareholders; (ii)
determined the Arrangement is fair to the MBOG Shareholders; (iii) approved the Arrangement Agreement and the
transactions contemplated thereby; and (iv) recommended that MBOG Shareholders vote in favour of the
Arrangement. Following the unanimous resolution of the MBOG Board, the Parties together with their advisors
finalized the negotiation of the Arrangement Agreement and the Plan of Arrangement, and on September 5, 2018,
the Arrangement Agreement and the MBOG Support and Lock Up Agreements were executed and delivered.
Following the close of markets on September 5, 2018, a Surge news release announcing the proposed Arrangement
was disseminated.
Surge Process
Management of Surge and the Surge Board continually evaluate opportunities for enhancing Surge Shareholder
value and presents these opportunities to the Surge Board at regular scheduled meetings of the Surge Board. As a
result of this continual process, management of Surge entered into a confidentiality agreement with MBOG on May
4, 2018 and began to review the confidential information provided by MBOG to Surge in respect of a potential
transaction with MBOG. On May 4, 2018, Surge also contacted Macquarie Capital with regards to Macquarie
Capital acting as financial advisor for a potential transaction with MBOG.
In advance of the July 18, 2018 deadline date for proposal submissions, management of Surge, with the support of
Macquarie Capital, conducted an initial due diligence review in regards to a possible transaction with MBOG. As
part of this initial due diligence review, over the course of several meetings and discussions, Macquarie Capital
provided Surge management with a detailed review of the strategic benefits and considerations for a transaction with
MBOG, including an assessment of financial performance, asset quality and strategic fit.
Management of Surge and Macquarie Capital drafted a non-binding letter of intent, which outlined the principal
business terms under which Surge was interested in proceeding with further due diligence, analysis and negotiations
with respect to a possible transaction with MBOG. On July 18, 2018, Surge submitted a non-binding proposal to
MBOG for a business combination between the two parties. Following the submission of Surge's non-binding
proposal, National Bank, on behalf of MBOG, approached Surge management and indicated MBOG's interest in
pursuing a potential transaction with Surge and invited Surge to submit a second proposal based on their
discussions. On August 1, 2018, Surge submitted another non-binding proposal to MBOG with respect to a
proposed transaction. MBOG informed Surge of their indication to pursue a transaction with Surge.
On August 8, 2018, the Surge Board met to discuss various matters including, among other matters, various
acquisition and disposition opportunities. Included in the discussion of acquisition and disposition opportunities at
such meeting was a discussion with respect to a transaction with MBOG. Following the discussion, the Surge Board
indicated their support for the continued negotiation by management of the potential transaction with MBOG. In
addition, the Surge Board approved the engagement of Macquarie to act as Surge’s financial advisor with respect to
the potential transaction with MBOG.
On August 9, 2018, MBOG and Surge entered into a non-binding letter of intent that provided for: (i) the acquisition
of the MBOG Shares for aggregate consideration of $320,000,000, through a combination of $145,000,000 in cash
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and the remainder in Surge Shares; (ii) the completion of due diligence and the execution of a definitive
arrangement agreement; and (iii) an exclusivity period in favour of Surge. Surge, with the assistance of its financial
and legal advisors, conducted a detailed due diligence of MBOG over the course of the exclusivity period.
On August 30, 2018, the Surge Board met and received: (i) a presentation by management of Surge on the proposed
transaction; (ii) a presentation from McCarthy Tétrault LLP on the terms and conditions of the proposed
Arrangement Agreement and the various risks associated with the potential transaction; and (iii) financial advice
from Macquarie Capital in respect of the Arrangement. Subsequently on September 4, 2018, the Surge Board (other
than Mr. Gilbert, who abstained from voting due to his relationship with the controlling shareholder of MBOG)
unanimously determined, by way of written resolution, that the Arrangement was in the best interests of Surge,
resolved to recommend that the Surge Shareholders vote in favour of the Surge Resolution at the Surge Meeting, and
resolved, among other things, to approve the Arrangement Agreement (substantially in the form and on the term
presented at the meeting of the Surge Board) and the transactions contemplated thereby.
Entering into the Arrangement Agreement and Subsequent Steps
The negotiation of the definitive terms and conditions of the Arrangement Agreement and Plan of Arrangement was
subsequently completed and the Arrangement Agreement was executed on September 5, 2018. Surge issued a news
release on September 5, 2018 announcing the entering into of the Arrangement Agreement. On September 21, 2018,
Surge and MBOG entered into an amending agreement to the Arrangement Agreement providing for certain taxrelated amendments to the Plan of Arrangement.
On September 19, 2018, the Court granted the Interim Order as attached as Appendix E to this Information Circular.
On September 20, 2018, the MBOG Board approved the contents and mailing of this Information Circular to MBOG
Shareholders, subject to any amendments that may be approved by MBOG's senior management team and ratified
the recommendation to MBOG Shareholders with respect to the Arrangement. On September 21, 2018, the Surge
Board approved the contents and mailing of this Information Circular to Surge Shareholders, subject to any
amendments that may be approved by Surge's senior management team and ratified the recommendation to Surge
Shareholders with respect to the Arrangement.
Reasons for the Arrangement
MBOG Board
Following receipt of the advice and assistance of its financial advisors and legal counsel, the MBOG Board carefully
evaluated the terms of the proposed Arrangement and based upon, among other things, the MBOG Fairness Opinion,
unanimously: (i) determined that the Arrangement is in the best interests of MBOG; (ii) determined that the
Arrangement is fair, from a financial point of view, to the MBOG Shareholders; (iii) approved the Arrangement and
the entering into of the Arrangement Agreement; and (iv) resolved to recommend that MBOG Shareholders vote in
favour of the MBOG Arrangement Resolution.
In reaching these determinations and approvals, the MBOG Board considered, among other things, the following
factors, potential benefits and risks of the Arrangement, and the elements of the Arrangement that provide protection
to the MBOG Shareholders:
•

the MBOG Board concluded that the value offered to MBOG Shareholders under the Arrangement is more
favourable than the value that might have been realized through pursuing MBOG's current business plan
given the MBOG Board's assessment of the current risks associated with economic and operating
environment;

•

the Arrangement was the preferred transaction available to MBOG and MBOG Shareholders after
conducting the extensive and thorough value maximizing Strategic Review Process, taking into account the
proposals received from, and discussions with, third parties with respect to various business transactions
involving MBOG;
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•

the combination of MBOG and Surge will result in a larger more competitive organization with improved
liquidity in the market, greater exploration and development capacity and a larger market capitalization;

•

following completion of the Arrangement, Surge will have greater financial resources than MBOG or Surge
prior to the Arrangement, enabling it to undertake the exploration and development of oil and natural gas
opportunities, and will be better able to exploit business opportunities that are presently available to Surge;

•

MBOG Shareholders will continue to participate in the oil and gas prospects of MBOG while gaining
exposure to a larger base of existing production and the prospect inventory of Surge;

•

the asset base of Surge, combined with the asset base of MBOG, represents a more diversified and stable
investment than the asset base of MBOG alone;

•

National Bank provided an opinion that, subject to the various assumptions, qualifications and limitations
set forth in its MBOG Fairness Opinion, the consideration to be received by MBOG Shareholders pursuant
to the Arrangement is fair, from a financial point of view, to the MBOG Shareholders;

•

the Arrangement must be approved by not less than 66⅔% of the votes cast by the MBOG Shareholders
present in person or represented by proxy at the MBOG Meeting;

•

the Arrangement will only become effective if, after hearing from all interested Persons who choose to
appear before it, the Court determines that the Arrangement is fair to the MBOG Shareholders;

•

the MBOG Shareholders will be granted the MBOG Dissent Rights with respect to the Arrangement; and

•

under the Arrangement Agreement, the MBOG Board retains the ability to consider and respond to
Superior Proposals on the specific terms and conditions set forth in the Arrangement Agreement.

While management and the MBOG Board expect that MBOG will receive the benefits noted above, the
Arrangement does expose MBOG to additional risks, including the risk that MBOG may fail to complete the
Arrangement in accordance with the terms of the Arrangement Agreement or at all or MBOG Shareholders will fail
to realize the anticipated benefits of the Arrangement. See "Risk Factors".
This discussion of the information and factors considered and given weight to by the MBOG Board is not intended
to be exhaustive. In reaching the determination to approve the Arrangement and recommend the MBOG
Arrangement Resolution, the MBOG Board did not assign any relative or specific weight to the factors that were
considered, and individual directors may have given a different weight to each factor.
Surge Board
Following receipt of the advice and assistance of its financial advisors and legal counsel, the Surge Board (other
than Mr. Gilbert, who abstained from voting due to his relationship with the controlling shareholder of MBOG)
carefully evaluated the terms of the proposed Arrangement and unanimously: (i) determined that the Arrangement is
in the best interests of Surge; (ii) approved the Arrangement and the entering into of the Arrangement Agreement
and completion of all transactions contemplated thereby; and (iii) resolved to recommend that Surge Shareholders
vote in favour of the Surge Resolution.
In reaching these determinations and approvals, the Surge Board considered, among other things, the following
factors and potential benefits and risks of the Arrangement:
•

the combination of Surge and MBOG will create a growth and dividend paying company with a sizeable,
strategic and opportunity rich asset base;

•

the combination of Surge and MBOG is a naturally synergistic combination that expands Surge's current
play trends;
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•

the acquisition of MBOG provides product diversification by providing Surge with exposure to light oil
which receives higher realized prices per barrel;

•

the acquisition of MBOG improves Surge's netback per boe with a forecast for increased realized revenue
combined with decreased operating costs, decreased general and administrative costs and decreased
financing costs;

•

the acquisition of MBOG provides Surge with an additional 5,500 boe/d of 98% light oil production (based
on anticipated October monthly average field estimate), approximately 280 net sections of undeveloped
land, a new core focus area in the Slave Point light oil resource play and a materially strengthened balance
sheet;

•

upon completion of the Arrangement, the combined company will have an expected inventory of greater
than 800 net light and medium oil drilling opportunities; and

•

upon completion of the Arrangement, Surge anticipates having approximately $390 million drawn on an
anticipated $525 million Surge Credit Facility.

While management and the Surge Board expect that Surge will receive the benefits noted above, the Arrangement
does expose Surge to additional risks, including the risk that Surge may fail to complete the Arrangement in
accordance with the terms of the Arrangement Agreement or at all or fail to realize the anticipated benefits of the
Arrangement. See "Risk Factors".
This discussion of the information and factors considered and given weight to by the Surge Board is not intended to
be exhaustive. In reaching the determination to approve the Arrangement and recommend the Surge Resolution, the
Surge Board did not assign any relative or specific weight to the factors that were considered, and individual
directors may have given a different weight to each factor.
MBOG Support and Lock-Up Agreements
All of the directors and executive officers of MBOG and certain MBOG Shareholders have entered into MBOG
Support and Lock-Up Agreements representing no less than 70% of the issued and outstanding MBOG Shares
pursuant to which they have agreed to, among other things, vote in favour of the MBOG Arrangement Resolution
and otherwise support the transactions contemplated by the Arrangement Agreement. The MBOG Support and
Lock-up Agreements also contemplate certain escrow conditions with respect to any Surge Shares received from the
Arrangement for a period of nine months following the completion of the Arrangement, subject to certain
exceptions.
Recommendations of the MBOG Board
The MBOG Board has reviewed the terms of the Arrangement in detail, and after considering, among other things:
(A) the MBOG Fairness Opinion; (B) the anticipated benefits of the Arrangement; (C) that MBOG Shareholders
will continue to participate in the oil and gas prospects of MBOG while gaining exposure to a larger base of existing
production and the prospect inventory of Surge; (D) the historical market price, recent trading patterns and financial
information relating to other companies engaged in the same business as MBOG; and (E) the risks associated with
completing the Arrangement, the MBOG Board has unanimously: (i) determined that the Arrangement is in the best
interests of MBOG and the MBOG Shareholders; (ii) determined that the Arrangement is fair to the MBOG
Shareholders; (iii) approved the Arrangement and the entering into of the Arrangement Agreement and completion
of all transactions contemplated thereby; and (iv) recommends that MBOG Shareholders vote in favour of the
MBOG Arrangement Resolution.
The discussion of the information and factors considered and given weight to by the MBOG Board discussed herein
is not intended to be exhaustive. In reaching the determination to approve and recommend the MBOG Arrangement
Resolution, the MBOG Board did not assign any relative or specific weight to the factors that were considered, and
individual directors may have given a different weight to each factor.
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Notwithstanding the recommendation of the MBOG Board that MBOG Shareholders vote in favour of the MBOG
Arrangement Resolution, MBOG Shareholders should make their own decision whether to vote their MBOG Shares
in favour of the Arrangement Resolution and, if appropriate, should consult their own legal, financial and other
professional advisors in making that decision.
Recommendations of the Surge Board
After considering certain matters, including the factors as set out under "The Arrangement – Background to and
Reasons for the Arrangement – Reasons for the Arrangement – Surge Board", the Surge Board (other than Mr.
Gilbert, who abstained from voting due to his relationship with the controlling shareholder of MBOG)
unanimously: (i) determined that the Arrangement is in the best interests of Surge; (ii) approved the Arrangement
and the entering into of the Arrangement Agreement and completion of all transactions contemplated thereby; and
(iii) recommends that Surge Shareholders vote in favour of the Surge Resolution.
The discussion of the information and factors considered and given weight to by the Surge Board as discussed
herein in making the above determinations, approvals and recommendations is not intended to be exhaustive. In
reaching the determination to recommend the approval of the Surge Resolution by the Surge Shareholders, the Surge
Board did not assign any relative or specific weight to the factors that were considered, and individual directors may
have given a different weight to each factor.
Notwithstanding the recommendation of the Surge Board that Surge Shareholders vote in favour of the Surge
Resolution, Surge Shareholders should make their own decision whether to vote their Surge Shares in favour of the
Arrangement Resolution and, if appropriate, should consult their own legal, financial and other professional advisors
in making that decision.
Effect and Details of the Arrangement
General
Pursuant to the Arrangement, each issued and outstanding MBOG Shares will be transferred to Surge and MBOG
Shareholders (other than Dissenting MBOG Shareholders) will receive, at such MBOG Shareholder's election: (a)
0.803 Surge Shares for each MBOG Share held; (b) $1.863 in cash for each MBOG Share held; or (c) a combination
of cash and Surge Shares for all of such MBOG Shareholder’s MBOG Shares, in each case subject to proration,
provided that Surge shall issue no more than the Share Maximum or pay more than the Cash Maximum in exchange
for the MBOG Shares.
Commencing at the Effective Time, each of the events set out below will occur and will be deemed to occur in the
following order without any further act or formality except as otherwise provided in the Plan of Arrangement:
•

the MBOG Shares held by Dissenting MBOG Shareholders shall be transferred to Surge and shall continue
to be outstanding, and such Dissenting MBOG Shareholders shall cease to have any rights as MBOG
Shareholders, other than the right to be paid the fair value of their MBOG Shares by Surge in accordance
with the MBOG Dissent Rights;

•

all MBOG Shareholders (other than Surge and Dissenting MBOG Shareholders) shall transfer to Surge all
of the MBOG Shares held by them; and

•

MBOG Shareholders (other than Dissenting MBOG Shareholders) will receive, at such MBOG
Shareholder's election: (a) 0.803 Surge Shares for each MBOG Share held; (b) $1.863 in cash for each
MBOG Share held; or (c) a combination of cash and Surge Shares for all of such MBOG Shareholder’s
MBOG Shares, in each case subject to proration, provided that Surge shall issue no more than the Share
Maximum or pay more than the Cash Maximum in exchange for the MBOG Shares, all pursuant to the
terms of the Plan of Arrangement.

Assuming that: (i) there are no Dissenting MBOG Shareholders; (ii) all of the “in-the-money” MBOG Options and
MBOG Warrants are exercised prior to the Effective Time; and (iii) all of the “out-of-money” MBOG Options and
MBOG Warrants are surrendered, it is anticipated that, to effect the Arrangement, Surge will be required to issue an
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aggregate of approximately 75,431,034 million Surge Shares in exchange for all of the outstanding MBOG Shares
and upon completion of the Arrangement, there will be approximately 309 million Surge Shares issued and
outstanding. If the Arrangement is completed as contemplated, it is expected that former MBOG Shareholders will
own approximately 25% of the outstanding Surge Shares (on a non-diluted basis) subsequent to the Arrangement
and Surge Shareholders will own approximately 75% of the outstanding Surge Shares (on a non-diluted basis)
subsequent to the Arrangement.
Effect on MBOG Options
As a result of the execution of the Arrangement Agreement, the MBOG Board has approved the acceleration of
vesting of all outstanding MBOG Options immediately prior to the Effective Time and conditional on the
consummation of the Arrangement. As at the date hereof, MBOG Options to purchase an aggregate of 15,321,936
MBOG Shares are outstanding, of which 15,321,936 MBOG Options are expected to be "in-the-money" based on a
deemed transaction value of $1.863 per MBOG Share.
Pursuant to the Arrangement Agreement, MBOG shall obtain executed MBOG Exercise and Cancellation
Agreements from each holder of MBOG Options prior to the Effective Time, which provides that each holder of
MBOG Options will: (a) surrender for exercise on a cashless basis all of the holder's “in-the-money” MBOG
Options in exchange for such number of MBOG Shares that is equal in value to the difference between: (i) the
market price of the MBOG Share (being $1.863 per MBOG Share); and (ii) the applicable exercise price of such
holder’s “in-the-money” MBOG Options, which will result in the issuance of 6,877,480 MBOG Shares; and (b)
surrender for cancellation all of the holder’s “out-of-the-money” MBOG Options in exchange for an aggregate
payment of $1.00.
Effect on MBOG Warrants
As a result of the execution of the Arrangement Agreement, the MBOG Board has approved the acceleration of
vesting of all outstanding MBOG Warrants immediately prior to the Effective Time and conditional on the
consummation of the Arrangement. As at the date hereof, MBOG Warrants to purchase an aggregate of 30,557,226
MBOG Shares are outstanding, of which 11,640,872 are expected to be "in-the-money" based on a deemed
transaction value of $1.863 per MBOG Share.
Pursuant to the Arrangement Agreement, MBOG shall obtain executed MBOG Exercise and Cancellation
Agreements from each holder of MBOG Warrants prior to the Effective Time, which provides that each holder of
MBOG Warrants will: (a) surrender for exercise on a cashless basis all of the holder's "in-the-money" MBOG
Warrants in exchange for such number of MBOG Shares that is equal in value to the difference between: (i) the
market price of the MBOG Share (being $1.863 per MBOG Share); and (ii) the applicable exercise price of such
holder’s "in-the-money" MBOG Warrants, which will result in the issuance of 2,122,156 MBOG Shares; and (b)
surrender for cancellation all of the holder's "out-of-the-money" MBOG Warrants in exchange for an aggregate
payment of $1.00.
Procedural Steps
The Arrangement is proposed to be carried out pursuant to Section 193 of the ABCA. The following procedural
steps must be taken in order for the Arrangement to become effective:
•

the MBOG Arrangement Resolution must be approved by the MBOG Shareholders in the manner set forth
in the Interim Order;

•

the Surge Resolution must be approved by the Surge Shareholders;

•

the Court must grant the Final Order approving the Arrangement in form and substance satisfactory to
MBOG and Surge, acting reasonably, and such order shall not be set aside or modified in a manner
unacceptable to MBOG and Surge acting reasonably;

•

all conditions precedent to the Arrangement, as set forth in the Arrangement Agreement, must be satisfied
or waived by the appropriate Party;
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•

all required regulatory approvals in respect of the completion of the Arrangement must be obtained; and

•

the Final Order and Articles of Arrangement in the form prescribed by the ABCA must be filed with the
Registrar.

Election
Under the Arrangement, each MBOG Shareholder may elect to receive in respect of all, or a portion, of his, her or
its MBOG Shares, the Cash Consideration or the Share Consideration, subject to proration and rounding as
described under "The Arrangement – Effect and Details of the Arrangement – Proration" and "The Arrangement –
Effect and Details of the Arrangement – No Fractional Surge Shares and Rounding of Cash Consideration",
respectively. Such elections will be made by depositing with the Depositary, prior to the Election Deadline, a duly
completed Letter of Transmittal and Election Form indicating such MBOG Shareholder's election, together with, as
applicable, any certificates representing such MBOG Shareholder's MBOG Shares.
The enclosed Letter of Transmittal and Election Form, printed on yellow paper, provides an explanation as to
how to deposit and obtain payment for the MBOG Shares once the Arrangement is completed. The Letter of
Transmittal and Election Form may also be obtained by contacting the Depositary and will also be available
on Surge's website at www.surgeenergy.ca.
To make an effective election, a properly completed and duly executed Letter of Transmittal and Election Form,
together with the certificates representing MBOG Shares must be received by the Depositary by no later than 4:30
p.m. (Calgary time) on the second business day immediately prior to the date of the MBOG Meeting or, if the
MBOG Meeting is adjourned, the adjourned meeting.
Any MBOG Shareholder who does not deposit with the Depositary a duly completed Letter of Transmittal and
Election Form on or prior to the Election Deadline, or otherwise fails to comply with the requirements of the Plan of
Arrangement and the Letter of Transmittal and Election Form (including MBOG Shareholders who duly exercise
Dissent Rights but are ultimately not entitled, for any reason, to be paid fair value for MBOG Shares in respect of
which they have exercised Dissent Rights), will be deemed to have elected to receive, in exchange for such holder's
MBOG Shares: (i) Cash Consideration with respect to 30 percent of such holder's MBOG Shares; and (ii) Share
Consideration with respect to the remaining 70 percent of such holder's MBOG Shares.
MBOG Shareholders that wish to receive a particular form of consideration are urged to properly make an election
prior to the Election Deadline. See the section entitled "Proration" below, for information on proration in the event
that the elections made by the MBOG Shareholders cause the Cash Consideration or Share Consideration to exceed
the Cash Maximum or Share Maximum, respectively.
Proration
The Plan of Arrangement provides that the maximum number of Surge Shares that may, in the aggregate, be issued
to the MBOG Shareholders in consideration for MBOG Shares shall not exceed the Share Maximum, and the
maximum amount of Cash Consideration paid to MBOG Shareholders in consideration for MBOG Shares shall not
exceed the Cash Maximum.
In the event that the aggregate number of Surge Shares that would, but for Section 3.1(c) of the Plan of
Arrangement, be issued to the MBOG Shareholders in consideration for MBOG Shares in accordance with the
elections of such MBOG Shareholders (the "Aggregate Shares Elected") exceeds the Share Maximum, then: (a)
each MBOG Shareholder that elected or was deemed to have elected to receive the Cash Consideration shall receive
the Cash Consideration in respect of each of their MBOG Shares; and (b) each MBOG Shareholder that elected to
receive the Share Consideration shall instead be deemed to have elected to receive Share Consideration for the
number of MBOG Shares determined by multiplying the fraction, rounded to the nearest six decimal places, equal to
the Share Maximum divided by the Aggregate Shares Elected by the amount of Share Consideration that would
otherwise be received pursuant to subsections 3.1(b)(ii), 3.1(b)(iii) or 3.1(d)(ii) of the Plan of Arrangement and each
such holder shall receive the Cash Consideration as if a cash election were being made in respect of the balance of
such holder's MBOG Shares.
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In the event that the aggregate amount of Cash Consideration that would, but for Section 3.1(c) of the Plan of
Arrangement, be paid to the MBOG Shareholders in consideration for MBOG Shares in accordance with the
elections of such MBOG Shareholders (the "Aggregate Cash Elected") exceeds the Cash Maximum, then: (a) each
MBOG Shareholder that elected or was deemed to have elected to receive the Share Consideration shall receive the
Share Consideration in respect of each of their MBOG Shares; and (b) each MBOG Shareholder that elected to
receive the Cash Consideration shall instead be deemed to have elected to receive Cash Consideration for the
number of MBOG Shares determined by multiplying the fraction, rounded to the nearest six decimal places, equal to
the Cash Maximum divided by the Aggregate Cash Elected by the amount of Cash Consideration that would
otherwise be received pursuant to subsections 3.1(b)(i), 3.1(b)(iii) or 3.1(d)(ii) of the Plan of Arrangement and each
such holder shall receive the Share Consideration as if a share election were being made in respect of the balance of
such holder's MBOG Shares.
No Fractional Surge Shares and Rounding of Cash Consideration
In no event shall a Shareholder be entitled to receive a fractional Surge Share. Where the aggregate number of Surge
Shares to be issued to a MBOG Shareholder pursuant to the Plan of Arrangement would otherwise result in a
fraction of a Surge Share being issuable, such MBOG Shareholder entitlement will be rounded down to the nearest
whole number of Surge Shares.
In addition, if the aggregate cash amount which a MBOG Shareholder is entitled to receive would otherwise include
a fraction of $0.01, then the aggregate cash amount to which such MBOG Shareholder shall be entitled to receive
shall be rounded to the nearest whole $0.01.
Payment of Consideration
Prior to the Effective Time, Surge shall: (i) provide to the Depositary a certified cheque, bank draft or wire transfer
of funds in an amount equal to the aggregate amount of cash that the MBOG Shareholders are entitled to receive for
their MBOG Shares in accordance with the terms of the Plan of Arrangement; and (ii) issue and deliver to the
Depositary an irrevocable treasury order authorizing the Depositary, as the registrar and transfer agent for the Surge
Shares, to issue in a book based register the aggregate number of Surge Shares payable to the former holders of
MBOG Shares pursuant to the provisions of the Plan of Arrangement.
Upon the surrender to the Depositary of a certificate which immediately prior to the Effective Time represented
outstanding MBOG Shares, together with a duly completed and executed Letter of Transmittal and Election Form
and such additional documents and instruments as the Depositary may reasonably require, the Depositary shall
deliver to the applicable MBOG Shareholder, as soon as practicable: (a) a cheque (or other form of immediately
available funds) representing the cash amount that such MBOG Shareholder is entitled to receive under the
Arrangement; and (b) with respect to the MBOG Shareholders who receive Share Consideration, the certificate(s)
representing, or other evidence of, Surge Shares that such MBOG Shareholder is entitled to receive under the
Arrangement, in each case less any amounts withheld pursuant to Section 5.8 of the Plan of Arrangement.
The Depositary will act as the agent of Persons who have deposited MBOG Shares in connection with the
Arrangement, for the purpose of receiving payment from Surge or MBOG and transmitting payment from Surge or
MBOG, as the case may be, to such Persons.
The Depositary will receive reasonable and customary compensation for its services in connection with the
Arrangement, will be reimbursed for certain out-of-pocket expenses and will be indemnified by Surge and MBOG
against certain liabilities in certain circumstances.
Court Approval
Interim Order
On September 19, 2018, MBOG obtained the Interim Order providing for the calling and holding of the MBOG
Meeting and other procedural matters. A copy of the Interim Order is attached as Appendix E to this Information
Circular.
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Final Order
Subject to the terms of the Arrangement Agreement, if the MBOG Arrangement Resolution is approved at the
MBOG Meeting and the Surge Resolution is approved at the Surge Meeting, MBOG will make application to the
Court for the Final Order at the Calgary Courts Centre, 601 - 5 Street S.W., Calgary, Alberta, Canada on October
24, 2018 at 2:00 p.m. (Calgary time) or as soon thereafter as counsel may be heard. The Notice of Application
accompanies this Information Circular as Appendix C. Any MBOG Shareholder or any other interested party
desiring to appear at the hearing, is required to file with the Court and serve upon MBOG, on or before 9:00 a.m.
(Calgary time) on October 17, 2018 (or the Business Day that is five Business Days prior to the date of the MBOG
Meeting if the MBOG Meeting is not held on October 24, 2018), a notice of its intention to appear, including an
address for service in Calgary, Alberta (or alternatively, a telecopier number for service by telecopy), together with
any evidence or materials which are to be presented to the Court. Service on MBOG is to be effected by delivery to
the counsel for MBOG, c/o DLA Piper (Canada) LLP, Suite 1000, Livingston Place West, 250 – 2nd Street S.W.,
Calgary, Alberta, T2P 0C1, Attention: Brian Bidyk. MBOG Shareholders should consult their legal advisors
with respect to the legal rights available to them in relation to the Arrangement.
MBOG has been advised by its legal counsel that the Court has broad discretion under the ABCA when making
orders with respect to the Arrangement and that the Court, in hearing the application for the Final Order, will
consider, among other things, the fairness of the Arrangement to the MBOG Shareholders and any other interested
party (including, without limitation, Surge Shareholders) as the Court determines appropriate. The Court may
approve the Arrangement either as proposed or as amended in any manner the Court may direct, subject to
compliance with such terms and conditions, if any, as the Court may determine appropriate. Either of Surge or
MBOG may determine not to proceed with the Arrangement in the event that any amendment ordered by the Court
is not satisfactory to it, acting reasonably.
Surge Shares issuable to MBOG Shareholders in exchange for their MBOG Shares under the Arrangement have not
been and will not be registered under the U.S. Securities Act, and such securities will be issued in reliance upon the
exemption from the registration requirements of the U.S. Securities Act provided by Section 3(a)(10) thereof. The
Final Order is required for the Arrangement to become effective and the Court will be advised prior to the hearing
on the Final Order that if the terms and conditions of the Arrangement are approved by the Court pursuant to the
Final Order, the issuance of Surge Shares issuable to the MBOG Shareholders pursuant to the Arrangement will not
require registration under the U.S. Securities Act, pursuant to Section 3(a)(10) thereof.
Timing
Subject to all conditions precedent to the Arrangement as set forth in the Arrangement Agreement being satisfied or
waived by the appropriate Party, the Arrangement will become effective upon the Effective Date. If the MBOG
Arrangement Resolution is approved at the MBOG Meeting and the Surge Resolution is approved at the Surge
Meeting, as required by the Interim Order, MBOG will apply to the Court for the Final Order approving the
Arrangement. If the Final Order is obtained on or about October 24, 2018, in form and substance satisfactory to the
Parties and all other conditions specified in the Arrangement Agreement are satisfied or waived, the Parties expect
the Effective Date will be on or about October 24, 2018. The Effective Date could be delayed, however, for a
number of reasons, including an objection before the Court in the hearing of the application for the Final Order. It is
a condition to the completion of the Arrangement that the Arrangement shall have become effective on or prior to
November 15, 2018 unless otherwise agreed to by Surge and MBOG.
For full particulars in respect of all of the events which will occur pursuant to the Plan of Arrangement, see the full
text of the Plan of Arrangement which is attached as Exhibit "A" to Appendix D to this Information Circular.
The Arrangement Agreement
The Arrangement Agreement provides for the implementation of the Plan of Arrangement. The Arrangement
Agreement contains covenants, representations and warranties of and from each of MBOG and Surge and various
conditions precedent, both mutual and with respect to each Party. The following is a summary of certain material
provisions of the Arrangement Agreement and is not comprehensive but is qualified in its entirety by reference to
the full text of the Arrangement Agreement and the Plan of Arrangement set forth in Appendix D and Exhibit "A" to
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Appendix D, respectively, to this Information Circular. MBOG Shareholders and Surge Shareholders are
encouraged to read the Arrangement Agreement and the Plan of Arrangement in their entirety.
The Arrangement Agreement provides that Surge will acquire all of the outstanding MBOG Shares by way of a plan
of arrangement under Section 193 of the ABCA pursuant to which, on the Effective Date, on the terms and subject
to the conditions contained in the Plan of Arrangement, MBOG Shareholders (other than Dissenting MBOG
Shareholders) will receive, at such MBOG Shareholder's election: (a) 0.803 Surge Shares for each MBOG Share
held; (b) $1.863 in cash for each MBOG Share held; or (c) a combination of cash and Surge Shares for all of such
MBOG Shareholder’s MBOG Shares, in each case subject to proration, provided that Surge shall issue no more than
the Share Maximum or pay more than the Cash Maximum in exchange for the MBOG Shares.
Mutual Covenants Regarding the Arrangement
MBOG and Surge have each given, in favour of the other Party, usual and customary mutual covenants for an
agreement of this nature including mutual covenants to conduct their respective businesses in the usual and ordinary
course and consistent with past practices, to use their respective reasonable commercial efforts to satisfy or cause the
satisfaction of the conditions precedent to their respective obligations under the Arrangement Agreement, to not
take, or cause to be taken, any action or cause anything to be done that would cause such obligations not to be
fulfilled in a timely manner and to take, or cause to be taken, all other actions and to do, or cause to be done, all
other things necessary, proper or advisable under Applicable Laws to complete the Arrangement.
Covenants Regarding Non Solicitation
MBOG has agreed that:
•

it shall immediately cease and cause to be terminated all existing discussions and negotiations (including,
without limitation, through any officers, directors, employees, representatives, agents or advisors of MBOG
or other parties on its behalf) ("Representatives"), with any parties (other than pursuant to the
Arrangement Agreement) with respect to any proposal that constitutes, or may reasonably be expected to
constitute or lead to an Acquisition Proposal. MBOG has agreed to not amend, modify, waive, release or
otherwise forebear in the enforcement of, and use all commercially reasonable efforts to enforce, any
confidentiality, non-solicitation or standstill or similar agreements or provisions to which it and any third
parties are parties. MBOG has agreed to discontinue access to any of its confidential information (and not
establish or allow access to any of its confidential information, or any data room, virtual or otherwise) and
has agreed to as soon as possible request, to the extent that it is entitled to do so, and exercise all rights it
has to require, the return or destruction of all confidential information provided to any third parties who
have entered into a confidentiality or similar agreement with MBOG relating to an Acquisition Proposal
and shall request in accordance with the terms of such confidentiality or similar agreement the destruction
of all material including or incorporating or otherwise reflecting any material confidential information
regarding it;

•

it shall not, directly or indirectly, do or authorize or permit any of its officers, directors or employees or any
financial advisor, expert or other Representative retained by it to do, any of the following:
•

solicit, assist, initiate, encourage or in any way knowingly facilitate (including by way of
furnishing information, or entering into any form of written or oral agreement, arrangement or
understanding), the making of any proposal or offer that constitutes or may constitute, or may
reasonably be expected to lead to, an Acquisition Proposal or inquiries, proposals or offers
regarding an Acquisition Proposal;

•

enter into or participate in any discussions or negotiations regarding an Acquisition Proposal, or
furnish or provide access to any other Person any information, including with respect to its
businesses, the MBOG Assets, liabilities, operations, prospects or condition (financial or
otherwise), in connection with an Acquisition Proposal or otherwise cooperate in any way with, or
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assist or participate in, facilitate or encourage, any effort or attempt of any other Person to do or
seek to do any of the foregoing;
•

waive, or otherwise forbear in the enforcement of, or enter into or participate in any discussions,
negotiations or agreements to waive or otherwise forbear in respect of, any rights or other benefits
under confidential information agreements relating to an Acquisition Proposal, including, without
limitation, any "standstill" or similar provisions thereunder (it being acknowledged and agreed that
the automatic termination of any standstill provision of any such agreement as a result of entering
into and the announcement of the Arrangement Agreement by the Parties pursuant to the express
terms of any such agreement, shall not be in violation of Section 3.4(b) of the Arrangement
Agreement);

•

accept, recommend, approve, agree to or endorse, or propose publicly to accept, recommend,
approve, agree to or endorse, any Acquisition Proposal or agreement, understanding or
arrangement in relation thereto; or

•

withdraw or modify, or propose to withdraw or modify, in any manner adverse to Surge, the
approvals, determinations and recommendations of the MBOG Board as set forth in Section 2.9 of
the Arrangement Agreement,

provided, however, that notwithstanding any other provision of the Arrangement Agreement, MBOG
and its respective officers, directors and advisors may, prior to the MBOG Meeting:
•

•

enter into or participate in any discussions or negotiations with a third party who (without any
solicitation, initiation or encouragement, directly or indirectly, after the date of the Arrangement
Agreement, by it or any of its officers, directors, Representatives, agents or advisors of MBOG or
other Representative retained by it) seeks to initiate such discussions or negotiations with MBOG,
provided that such discussions or negotiations did not result from or are not connected to a breach
of Section 3.4 of the Arrangement Agreement, and subject to execution of a confidentiality and
standstill agreement containing customary standstill provisions (provided that such confidentiality
agreement shall provide for disclosure thereof (along with all information provided thereunder) to
Surge as set forth below), MBOG may furnish to such third party information concerning it and its
business and the MBOG Assets, in each case if, and only to the extent that:


the third party has first made a Superior Proposal; and



prior to furnishing such information to or entering into or participating in any such
discussions or negotiations with such third party, it provides prompt notice to Surge to
the effect that it is furnishing information to or entering into or participating in
discussions or negotiations with such Person together with a copy of the confidentiality
and standstill agreement referenced above and, if not previously provided to Surge,
copies of all information provided to such third party concurrently with the provision of
such information to such third party, and provided further that it shall notify Surge orally
and in writing of any inquiries, offers or proposals relating to or constituting an
Acquisition Proposal (or any amendment thereto), which written notice shall include,
without limitation, a copy of any such proposal, the identity of the Person making it, if
not previously provided to Surge, copies of all information provided to such party, any
material correspondence with respect thereto, and all other information reasonably
requested by Surge, within 24 hours of the receipt thereof, and shall keep Surge promptly
and fully informed of the status and details of any such inquiry, offer or proposal and
answer the respective questions of Surge with respect thereto on a timely basis; and

accept, recommend, approve or enter into an agreement to implement a Superior Proposal from a
third party, but only if prior to such acceptance, recommendation, approval or implementation:
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the MBOG Board has concluded in good faith, after considering all proposals to adjust
the terms and conditions of the Arrangement Agreement as contemplated by Section
3.4(d) of the Arrangement Agreement and after receiving the advice of outside counsel as
reflected in minutes of the MBOG Board that the taking of such action is necessary for
such board of directors in discharge of its fiduciary duties under Applicable Laws; and



MBOG has otherwise complied with its obligations set forth in Section 3.4 of the
Arrangement Agreement, including without limitation Section 3.4(d) of the Arrangement
Agreement, and terminates the Arrangement Agreement in accordance with Section
8.1(a)(v) of the Arrangement Agreement and concurrently therewith pays the Surge
Termination Fee to Surge;

•

it shall promptly (and in any event within 24 hours of the receipt thereof) notify Surge (at first orally and
then in writing) of any Acquisition Proposal (or any amendment thereto) or any request for non-public
information relating to it or its business or the MBOG Assets. Such notice shall include a copy of any
written Acquisition Proposal (and any amendment thereto) which has been received or, if no written
Acquisition Proposal has been received, a description of the material terms and conditions of, and the
identity of the Person making any inquiry, proposal, offer or request. MBOG shall also provide such further
and other details of the Acquisition Proposal or any amendment thereto as Surge may reasonably request.
MBOG shall keep Surge promptly and fully informed of the status, including any change to material terms,
of any Acquisition Proposal or any amendment thereto, shall respond promptly to all inquiries by Surge,
with respect thereto, and shall provide Surge copies of all material correspondence and other written
material sent to or provided to it by any Person in connection with such inquiry, proposal, offer or request
or sent or provided by it to any Person in connection with such inquiry, proposal, offer or request;

•

it shall give Surge, orally and in writing, at least five Business Days advance notice of any decision by the
MBOG Board to accept, recommend, approve or enter into an agreement to implement a Superior Proposal,
which notice shall:

•

•

identify the third party making the Superior Proposal;

•

provide a true and complete copy of the Superior Proposal, including any financing documents,
and any amendments thereto;

•

set forth the MBOG Board's reasonable determination of the financial value of the consideration
offered by such third party to MBOG Shareholders under such Superior Proposal; and

•

confirm that the MBOG Board has determined that such Acquisition Proposal constitutes a
Superior Proposal;

during the five Business Day period commencing on the delivery of the notice described above, MBOG
will not accept, recommend, approve or enter into any agreement to implement such Superior Proposal and
will not release the party making the Superior Proposal from any standstill provisions and will not
withdraw, redefine, modify or change its recommendation in respect of the Arrangement. In addition,
during such five Business Day period it shall, and shall cause its financial and legal advisors to, negotiate in
good faith with Surge and its financial and legal advisors to make such adjustments in the terms and
conditions of the Arrangement Agreement and the Arrangement as would enable it to proceed with the
Arrangement as amended rather than the Superior Proposal. In the event Surge submits a binding offer to
amend the Arrangement Agreement and the Arrangement such that the Superior Proposal ceases to be a
Superior Proposal and so advises the MBOG Board prior to the expiry of such five Business Day period,
the MBOG Board shall not accept, recommend, approve or enter into any agreement to implement such
Superior Proposal, shall not release the party making the Superior Proposal from any standstill provisions
and shall not withdraw, redefine, modify or change its recommendation in respect of the Arrangement.
Each successive amendment to any Superior Proposal that results in an increase in, or modification of, the
consideration (or value of such consideration) to be received by the MBOG Shareholders pursuant thereto

44

shall constitute a new Superior Proposal for the purposes of the Arrangement Agreement and a new five
Business Day period shall commence;
•

it shall reaffirm its recommendation of the Arrangement by press release promptly and in any event within
five Business Days of any written request to do so by Surge (or, in the event that the MBOG Meeting to
approve the Arrangement is scheduled to occur within such five Business Days, prior to the scheduled date
of such meeting) in the event that: (i) any Acquisition Proposal which is publicly announced is determined
not to be a Superior Proposal; or (ii) the Parties have entered into an amended agreement pursuant to
Section 3.4(e) of the Arrangement Agreement which results in any Acquisition Proposal not being a
Superior Proposal;

•

it shall ensure that its officers, directors, employees, Representatives, agents or advisors retained by it are
aware of the provisions of Section 3.4 of the Arrangement Agreement and shall be responsible for any
breach of Section 3.4 of the Arrangement Agreement by any of them; and

•

nothing in the Arrangement Agreement shall prevent the MBOG Board from complying with Section 2.17
of National Instrument 62-104 – Take Over Bids and Issuer Bids of the Canadian Securities Administrators
and similar provisions under Applicable Securities Laws relating to the provision of directors' circulars in
respect of an Acquisition Proposal that is not a Superior Proposal but only following compliance with
Section 3.4(c) of the Arrangement Agreement by MBOG.

Each of MBOG and Surge agree that all information that may be provided to Surge by MBOG with respect to any
Acquisition Proposal pursuant to Section 3.4 of the Arrangement Agreement shall be treated as if it were
"Confidential Information" as that term is defined in the Confidentiality Agreements and shall not be disclosed or
used except in accordance with the provisions of the Confidentiality Agreements or in order to enforce its rights
under the Arrangement Agreement in legal proceedings.
Representations and Warranties
Each of MBOG and Surge made certain customary representations and warranties related to, among other things, the
following: organization and qualification; authority relative to the Arrangement Agreement; subsidiaries; no
restrictions; no violations; cash and share consideration; litigation; taxes; Investment Canada Act (Canada);
residency for the purposes of the ITA; reporting issuer status; capitalization; equity monetization plans; no orders;
public records and reports; financial statements; books and records; absence of certain changes or events;
registration, exemption orders and licenses; compliance with laws; restrictions on business activities; non-arm's
length transactions; title and real property related matters; take or pay obligations; operation and condition of wells
and tangibles; government incentives; insurance; government authorizations; processing and transportation
commitments; restrictions on business; areas of mutual interest; purchase rights; drilling commitments; production
limits; wells, facilities and lands; reserves reports; absence of undisclosed liabilities; absence of undisclosed
changes; no defaults; pre-emptive rights; environmental matters; material contracts; employee benefit plans;
employees; employment agreements; brokers and finders; rights plans; fairness opinions; board approval; proceeds
of crime; swaps; arrangements in respect of outstanding securities; insiders; operational matters; guarantees;
payments to employees and non-residents; net debt; working capital; Tax Pools; authorizations for expenditures;
liability management ratios; production; location of assets and U.S. sales; status as a "foreign private issuer" within
the meaning of Rule 405 of Regulation C under the U.S. Securities Act; status as an "investment company" pursuant
to the Investment Company Act of 1940 (United States), as amended; United States Securities Exchange Act of 1934,
as amended; standstill provisions; no withholding; and disclosure letters.
Conditions Precedent
Mutual Conditions Precedent
The Arrangement Agreement provides that the respective obligations of the Parties to consummate the transactions
contemplated in the Arrangement Agreement, and in particular the Arrangement, are subject to the satisfaction, on
or before the Effective Date or such other time specified, of the following conditions:
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•

the Interim Order shall have been granted on or before September 21, 2018 in form and substance
satisfactory to each of MBOG and Surge, acting reasonably, and such order shall not have been set aside or
modified in a manner unacceptable to MBOG and Surge, each acting reasonably, on appeal or otherwise;

•

the MBOG Arrangement Resolution shall have been passed by the MBOG Shareholders;

•

the Surge Resolution shall have been passed by the Surge Shareholders;

•

the Final Order shall have been granted in form and substance satisfactory to MBOG and Surge, acting
reasonably, and such order shall not have been set aside or modified in a manner unacceptable to MBOG
and Surge, acting reasonably, on appeal or otherwise;

•

the Effective Date shall occur on or before the Outside Date;

•

the TSX shall have conditionally approved for listing all of the Surge Shares issuable to the MBOG
Shareholders pursuant to the Arrangement;

•

the MBOG Articles of Arrangement to be filed with the Registrar in accordance with the Arrangement shall
be in form and substance satisfactory to each of Surge and MBOG, acting reasonably;

•

each of MBOG and Surge shall have obtained all consents, waivers, permissions and approvals necessary
to complete the Arrangement by or from relevant Governmental Authorities, on terms and conditions
satisfactory to the Parties, acting reasonably, including without limitation the Competition Act Approval;
and

•

there shall be no action taken under any existing Applicable Law, nor any statute, rule, regulation or order
which is enacted, enforced, promulgated or issued by any Governmental Authority, that:
•

makes illegal or otherwise directly or indirectly restrains, enjoins or prohibits the Arrangement or
any other transactions contemplated by the Arrangement Agreement; or

•

results in a judgment or assessment of material damages directly or indirectly relating to the
transactions contemplated in the Arrangement Agreement.

The foregoing conditions are for the mutual benefit of MBOG and Surge and, with the exception of obtaining
approval of the TSX under Section 5.1(f) of the Arrangement Agreement and the Competition Act Approval, may be
waived, in whole or in part, by the Parties at any time. If any of the foregoing conditions are not satisfied or waived
on or before the Outside Date, then a Party may terminate the Arrangement Agreement as provided in Section
8.1(a)(ii) thereof (save and except for Section 4.3, Article 6, Article 9, Section 10.4 and Section 10.8 of the
Arrangement Agreement which shall survive such termination and remain in full force and effect) by written notice
to the other Party in circumstances where the failure to satisfy any such condition is not the result, directly or
indirectly, of such terminating Party's breach of any term or condition of the Arrangement Agreement.
Additional Conditions to Obligations of MBOG
The Arrangement Agreement provides that the obligation of MBOG to consummate the transactions contemplated
in the Arrangement Agreement, and in particular the Arrangement, is subject to the following conditions:
•

the representations and warranties of Surge set forth in the Arrangement Agreement shall be true and
correct as of the Effective Date as if made on and as of such date (except to the extent such representations
and warranties speak as of an earlier date, the accuracy of which will be determined as of that specified
date), except where any inaccuracies of representations or warranties would not, either individually or in
the aggregate, have a Material Adverse Effect on Surge (it being understood that, for purposes of
determining accuracy of such representations and warranties, all "Material Adverse Effect", "Material
Adverse Change" and other materiality qualifications contained in such representations and warranties will
be disregarded) and Surge will have provided to MBOG a certificate of a senior officer certifying (without
personal liability) such accuracy on the Effective Date, provided that Surge will be entitled to cure any
breach of a representation and warranty within five Business Days after receipt of written notice thereof
from MBOG (except that no cure period will be provided for a breach which by its nature cannot be cured
and, in no event, will any cure period extend beyond the Outside Date);
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•

Surge will have complied in all material respects with its covenants in the Arrangement Agreement, except
where the failure to comply in all respects with such covenants, individually or in the aggregate, would not
reasonably be expected to have a Material Adverse Effect on Surge and the Surge Subsidiaries, taken as a
whole, or would not reasonably be expected to significantly impede the ability of the Parties to complete
the Arrangement, and Surge will have provided to MBOG a certificate of a senior officer certifying
(without personal liability) compliance with such covenants; provided that Surge will be entitled to cure
any breach of a covenant within five Business Days after receipt of written notice thereof from MBOG
(except that no cure period will be provided for a breach which by its nature cannot be cured and, in no
event, will any cure period extend beyond the Outside Date);

•

no act, action, suit, proceeding, objection or opposition shall have been threatened or taken before or by any
Governmental Authority or by any elected or appointed public official or private Person in Canada or
elsewhere, whether or not having the force of law, and no law, regulation, policy, judgment, decision,
order, ruling or directive (whether or not having the force of law) shall have been proposed, enacted,
promulgated, amended or applied, which in the sole judgment of MBOG, acting reasonably, in either case
has had or, if the Arrangement was consummated, would result in a Material Adverse Change or have a
Material Adverse Effect on Surge and the Surge Subsidiaries, taken as a whole, or would, or would
reasonably be expected to, materially impede the ability of the Parties to complete the Arrangement;

•

Surge shall have furnished MBOG with certified copies of the resolutions duly passed by the Surge Board
approving the entering into of the Arrangement Agreement and the consummation of the transactions
contemplated thereby and a certified copy of the Surge Resolution duly passed by Surge Shareholders at
the Surge Meeting;

•

between the date of the Arrangement Agreement and the Effective Time, there shall not have occurred any
Material Adverse Change with respect to Surge;

•

Surge shall have deposited the Cash Consideration (to be paid by Surge with funds from the Surge Credit
Facility) and the Share Consideration with the Depositary;

•

any approvals required under the Surge Credit Facility, if any, to enable Surge to proceed with the
Arrangement without triggering any default under the Surge Credit Facility shall have been provided to
Surge and Surge shall have provided a copy of any such approval to MBOG; and

•

Surge shall have tabled duly executed copies of all agreements, documents and instruments required to be
tabled by such Parties pursuant to the Plan of Arrangement.

The foregoing conditions are for the exclusive benefit of MBOG and may be waived by MBOG in its sole
discretion, in whole or in part, at any time and from time to time without prejudice to any other rights which MBOG
may have. If any of the foregoing conditions are not satisfied or waived on or before the Outside Date, MBOG may,
in addition to any other remedies it may have at law or equity, terminate the Arrangement Agreement as provided in
Section 8.1(a)(ii) thereof (and save and except for Section 4.3, Article 6, Article 9, Section 10.4 and Section 10.8 of
the Arrangement Agreement which shall survive such termination and remain in full force and effect) in
circumstances where the failure to satisfy any such condition is not the result, directly or indirectly, of MBOG's
breach of any term or condition of the Arrangement Agreement.
Additional Conditions to Obligations of Surge
The Arrangement Agreement provides that the obligation of Surge to consummate the transactions contemplated in
the Arrangement Agreement, and in particular the Arrangement, is subject to the following conditions:
•

the representations and warranties in Sections 4.1(k) and 4.1(hhh) of the Arrangement Agreement shall be
true and correct as of the date of the Arrangement Agreement and the Effective Date as if made on such
date, without being subject to any qualifier as to materiality (except, it being understood that the number of
MBOG Shares outstanding in Subsection 4.1(k) of the Arrangement Agreement may increase, and the

47

number of MBOG Incentives may increase or decrease, as applicable, from the number outstanding on the
date of the Arrangement Agreement solely as a result of: (A) the payment of MBOG Incentives in MBOG
Shares; and (B) termination of MBOG Incentives pursuant to the terms of the MBOG Option Plan and the
certificates representing the MBOG Warrants, but only to the extent that such securities are specifically
described in Subsection 4.1(k) of the Arrangement Agreement), other than inaccuracies that are in the
aggregate de minimis;
•

the representation and warranty in Section 4.1(iii) of the Arrangement Agreement shall be true and correct
in all material respects as of the date of the Arrangement Agreement and as of the Effective Date (and, for
purposes of this condition, a deficiency of $1.0 million or more shall be deemed to be material);

•

the representation and warranty in Section 4.1(nnn) of the Arrangement Agreement shall be true and
correct in all material respects as of the date of the Arrangement Agreement and as of the Effective Date
(and for purposes of this condition, a deficiency of 300 boe/d or more shall be deemed to be material);

•

the remaining representations and warranties of MBOG will be true and correct as of the Effective Date as
if made on and as of such date (except to the extent such representations and warranties speak as of an
earlier date, the accuracy of which will be determined as of that specified date), except where any
inaccuracies of representations and warranties would not, either individually or in the aggregate, have a
Material Adverse Effect on MBOG (it being understood that, for purposes of determining accuracy of such
representations and warranties, all "Material Adverse Effect", "Material Adverse Change" and other
materiality qualifications contained in such representations and warranties will be disregarded;

•

MBOG will have provided to Surge a certificate of a senior officer certifying (without personal liability)
the accuracy of the above representations and warranties on the Effective Date, provided that MBOG will
be entitled to cure any breach of a representation and warranty within five Business Days after receipt of
written notice thereof from Surge (except that no cure period will be provided for a breach which by its
nature cannot be cured and, in no event, will any cure period extend beyond the Outside Date);

•

MBOG will have complied in all material respects with its covenants in the Arrangement Agreement,
except where the failure to comply in all respects with such covenants, individually or in the aggregate,
would not reasonably be expected to have a Material Adverse Effect on MBOG or would not reasonably be
expected to significantly impede the ability of the Parties to complete the Arrangement, and MBOG will
have provided to Surge a certificate of a senior officer certifying (without personal liability) compliance
with such covenants; provided that MBOG will be entitled to cure any breach of a covenant within five
Business Days after receipt of written notice thereof from Surge (except that no cure period will be
provided for a breach which by its nature cannot be cured and, in no event, will any cure period extend
beyond the Outside Date);

•

no act, action, suit, proceeding, objection or opposition shall have been threatened or taken before or by any
Governmental Authority or by any elected or appointed public official or private Person in Canada or
elsewhere, whether or not having the force of law, and no law, regulation, policy, judgment, decision,
order, ruling or directive (whether or not having the force of law) shall have been proposed, enacted,
promulgated, amended or applied, which in the sole judgment of Surge, acting reasonably, in either case
has had or, if the Arrangement was consummated, would result in a Material Adverse Effect on MBOG, or
would materially impede the ability of the Parties to complete the Arrangement;

•

MBOG shall have furnished Surge with:
•

certified copies of the resolutions duly passed by the MBOG Board approving the entering into of the
Arrangement Agreement and the consummation of the transactions contemplated thereby; and

•

a certified copy of the MBOG Arrangement Resolution duly passed by MBOG Shareholders at the
MBOG Meeting;
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•

MBOG Shareholders holding not more than 5% of the MBOG Shares then outstanding shall have validly
exercised, and not withdrawn, Dissent Rights and MBOG shall have provided to Surge a certificate of a
senior officer certifying (without personal liability) such facts on the Effective Date with respect to MBOG;

•

between the date of the Arrangement Agreement and the Effective Time, there shall not have occurred any
Material Adverse Change with respect to MBOG;

•

Surge shall be satisfied, acting reasonably, that (i) all MBOG Incentives have either been settled as set forth
in the Arrangement Agreement, as applicable or terminated or Surge shall be otherwise satisfied, acting
reasonably, that the MBOG Incentives will no longer represent any right to acquire MBOG Shares after
giving effect to the Arrangement, and (ii) there are no other outstanding claims or rights or securities which
could become claims or rights to MBOG Shares, and MBOG shall have provided to Surge a certificate of a
senior officer certifying (without personal liability) such facts on the Effective Date;

•

executed mutual resignations and releases in a form acceptable to Surge, acting reasonably, shall have been
received by Surge on or prior to the Effective Date from each Person who is receiving an MBOG
Termination Payment;

•

none of the Support and Lock-Up Agreements shall have been breached in any material respects by the
MBOG Shareholders who have entered into the Support and Lock-Up Agreements; and

•

MBOG shall have tabled duly executed copies of all agreements, documents and instruments required to be
tabled by such Parties pursuant to the Plan of Arrangement.

The foregoing conditions are for the exclusive benefit of Surge and may be waived by Surge in its sole discretion, in
whole or in part, at any time and from time to time without prejudice to any other rights which Surge may have. If
any of the foregoing conditions are not satisfied or waived, Surge may, in addition to any other remedies it may have
at law or equity, terminate the Arrangement Agreement as provided in Section 8.1(a)(ii) thereof (save and except for
Section 4.3, Article 6, Article 9, Section 10.4 and Section 10.8 of the Arrangement Agreement which shall survive
such termination and remain in full force and effect) in circumstances where the failure to satisfy any such condition
is not the result, directly or indirectly, of Surge's breach of the Arrangement Agreement.
Termination of the Arrangement Agreement
The Arrangement Agreement may be terminated at any time prior to the Effective Date:
•

by mutual written consent of MBOG and Surge;

•

as provided in Sections 5.1, 5.2 and 5.3 of the Arrangement Agreement;

•

by MBOG upon the occurrence of a MBOG Damages Event as provided in Section 6.1 of the Arrangement
Agreement;

•

by Surge upon the occurrence of a Surge Damages Event as provided in Section 6.2 of the Arrangement
Agreement; and

•

by MBOG upon the occurrence of a Surge Damages Event as provided in Section 6.2(d) of the
Arrangement Agreement (in accordance with Section 3.4(b)(vii) of the Arrangement Agreement and
provided MBOG has complied with its obligations set forth in Section 3.4(d) of the Arrangement
Agreement) and the payment by MBOG to Surge of the Surge Termination Fee as required by Section 6.2
of the Arrangement Agreement has been made.

In the event of the termination of the Arrangement Agreement in the circumstances set out above, the Arrangement
Agreement shall forthwith become void and neither Party shall have any liability or further obligation to and of the
Other Party under the Arrangement Agreement except as provided in Section 4.3, Article 6, Article 9 and Sections
10.4 and 10.8 of the Arrangement Agreement and each Party's obligations under the Confidentiality Agreement,
which shall survive such termination, and provided that neither the termination of the Arrangement Agreement nor
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anything contained in Subsection 8.1(b) of the Arrangement Agreement shall relieve either Party from any liability
for any breach by it of the Arrangement Agreement, including from any inaccuracy in any of its representations and
warranties and any non-performance by it of its covenants made in the Arrangement Agreement, prior to the date of
such termination.
Termination Fees
MBOG Damages
If at any time after the execution of the Arrangement Agreement and prior to its termination:
•

the Surge Board (i) fails to make any of the recommendations or determinations required to be made by
Section 2.10 of the Arrangement Agreement; (ii) withdraws modifies or changes any of the
recommendations or determinations required to be made by Section 2.10 of the Arrangement Agreement;

•

if Section 5.2(f) of the Arrangement Agreement is not satisfied on or before the Outside Date; or

•

a breach of any representation or warranty or failure to perform any covenant or agreement on the part of
Surge under the Arrangement Agreement occurs that would cause any condition in Section 5.2(a) or
Section 5.2(b) thereof not to be satisfied, and such breach or failure is incapable of being cured or is not
cured in accordance with the terms of such Section, as applicable; provided that any wilful breach shall be
deemed to be incapable of being cured and provided that MBOG is not then in breach of the Arrangement
Agreement so as to cause any condition in Section 5.3(a) or 5.3(b) thereof not to be satisfied,

each of the above being a "MBOG Damages Event", then in the event of the termination of the Arrangement
Agreement pursuant to Article 8 thereof, Surge shall pay to MBOG (or to whom MBOG may direct in writing)
$10.5 million (the "MBOG Termination Fee") as liquidated damages in immediately available funds to an account
designated by MBOG within two Business Days after the first to occur of such foregoing events. After a MBOG
Damages Event, but prior to payment of the MBOG Termination Fee, Surge shall be deemed to hold such applicable
payment in trust for MBOG. For greater certainty, MBOG is not entitled to more than one payment of the MBOG
Termination Fee pursuant to Section 6.1 of the Arrangement Agreement.
Surge Damages
If at any time after the execution of the Arrangement Agreement and prior to its termination:
•

the MBOG Board (i) fails to make any of the recommendations or determinations referred to in Section 2.9
of the Arrangement Agreement; or (ii) withdraws, amends, changes or qualifies, or proposes publicly to
withdraw, amend, change or qualify, in any manner adverse to Surge, any of its recommendations,
approvals or determinations referred to in Section 2.9 of the Arrangement Agreement;

•

the MBOG Board shall have failed to publicly reaffirm any of its recommendations, approvals or
determinations referred to in Section 2.9 of the Arrangement Agreement in accordance with Section 3.4(e)
of the Arrangement Agreement or within five Business Days of any written request to do so by Surge (or,
in the event that the MBOG Meeting to approve the Arrangement is scheduled to occur within such five
Business Days, prior to the scheduled date of such meeting);

•

a bona fide Acquisition Proposal (or bona fide intention to make an Acquisition Proposal) is publicly
announced, proposed, offered or made to MBOG or the MBOG Shareholders prior to the date of the
MBOG Meeting and:
•

remains outstanding at the time of the MBOG Meeting;

•

the MBOG Shareholders do not approve the MBOG Arrangement Resolution or the MBOG
Arrangement Resolution is not submitted for their approval at the MBOG Meeting; and
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•

MBOG accepts, recommends, approves or enters into an agreement to implement any Acquisition
Proposal within 12 months of the date of the Arrangement Agreement,

provided, however, that for the purposes of Section 6.2(c) of the Arrangement Agreement, all references to
"20%" in the definition of Acquisition Proposal shall be changed to "50%";
•

the MBOG Board or any committee of the MBOG Board accepts, recommends, approves or enters into an
agreement, understanding or letter of intent to implement a Superior Proposal;

•

MBOG is in breach of any of its covenants or obligations in Section 3.4 of the Arrangement Agreement in
any material respect; or

•

a breach of any representation or warranty or failure to perform any covenant or agreement on the part of
MBOG under the Arrangement Agreement occurs that would cause any condition in Section 5.3(a) or
Section 5.3(b) thereof not to be satisfied, and such breach or failure is incapable of being cured or is not
cured in accordance with the terms of such Section, as applicable; provided that any wilful breach shall be
deemed to be incapable of being cured and provided that Surge is not then in breach of the Arrangement
Agreement so as to cause any condition in Section 5.2(a) or 5.2(b) thereof not to be satisfied,

each of the above being a "Surge Damages Event", then in the event of the termination of the Arrangement
Agreement pursuant to Article 8 thereof, MBOG shall pay to Surge (or to whom Surge may direct in writing) $10.5
million (the "Surge Termination Fee") as liquidated damages in immediately available funds to an account
designated by Surge within two Business Days after the first to occur of the events described above. After a Surge
Damages Event, but prior to payment of the Surge Termination Fee, MBOG shall be deemed to hold such applicable
payment in trust for Surge. For greater certainty, Surge is not entitled to more than one payment of the Surge
Termination Fee pursuant to Section 6.2 of the Arrangement Agreement.
Liquidated Damages
Each Party acknowledges that the MBOG Termination Fee and the Surge Termination Fee set forth in Sections 6.1
and 6.2 of the Arrangement Agreement, respectively, are a payment of liquidated damages which are a genuine preestimate of the damages which MBOG or Surge, as the case may be, will suffer or incur as a result of the event
giving rise to such damages and the resultant termination of the Arrangement Agreement and is not a penalty. Each
of the Parties irrevocably waives any right it may have to raise as a defence that any such liquidated damages are
excessive or punitive. For greater certainty, the Parties agree that the payment of the amounts pursuant to Sections
6.1 and 6.2 of the Arrangement Agreement, respectively, is the sole monetary remedy of the respective Party
receiving such payment; provided, however, that this limitation shall not apply in the event of fraud or intentional
breach of the Arrangement Agreement by either of the Parties. Nothing in the Arrangement Agreement shall
preclude a Party from seeking injunctive relief to restrain any breach or threatened breach of the covenants or
agreements set forth in the Arrangement Agreement, the Confidentiality Agreement or otherwise to obtain specific
performance of any of such act, covenants or agreements, without the necessity of posting bond or security in
connection therewith.
Amendments
The Arrangement Agreement may at any time and from time to time before or after the holding of the MBOG
Meeting or the Surge Meeting, be amended by written agreement of all of the Parties to the Arrangement Agreement
without, subject to Applicable Law, further notice to or authorization on the part of their respective securityholders
and any such amendment may, without limitation:
•

change the time for performance of any of the obligations or acts of the Parties;

•

waive any inaccuracies or modify any representation or warranty contained in the Arrangement Agreement
or in any document delivered pursuant thereto;
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•

waive compliance with or modify any of the covenants contained in the Arrangement Agreement and waive
or modify performance of any of the obligations of the Parties; or

•

waive compliance with or modify any other conditions precedent contained in the Arrangement Agreement,
provided that no such amendment reduces or materially adversely affects the consideration to be received
by a MBOG Shareholder without approval by the affected securityholders given in the same manner as
required for the approval of the Arrangement or as may be ordered by the Court.

In addition, the Arrangement Agreement provides that the Plan of Arrangement may be amended as follows:
•

Surge and MBOG may by mutual agreement amend the Plan of Arrangement at any time and from time to
time prior to the Effective Time, provided that each such amendment must be: (i) set out in writing; (ii)
filed with the Court and, if made following the MBOG Meeting approved by the Court; and (iii)
communicated to holders of MBOG Shares, if and as required by the Court.

•

Other than as may be required under the Interim Order, any amendment to the Plan of Arrangement may be
proposed by MBOG or Surge at any time prior to or at the MBOG Meeting (provided that the Other Party
shall have consented thereto) with or without any other prior notice or communication, and if so proposed
and accepted by the Persons voting at the MBOG Meeting, shall become part of the Plan of Arrangement
for all purposes.

•

Any amendment to the Plan of Arrangement that is approved by the Court following the MBOG Meeting
shall be effective only if it is consented to by each of Surge and MBOG.

MBOG Shareholder Approval
Pursuant to the terms of the Interim Order and Applicable Securities Laws, the MBOG Arrangement Resolution
must, subject to further orders of the Court, be approved by not less than 66⅔% of the votes cast by the MBOG
Shareholders, present in person or by proxy at the MBOG Meeting.
Notwithstanding the foregoing, the MBOG Arrangement Resolution authorizes the MBOG Board, without further
notice to or approval of the MBOG Shareholders, subject to the terms of the Plan of Arrangement and the
Arrangement Agreement, to amend the Plan of Arrangement or the Arrangement Agreement or to decide not to
proceed with the Arrangement at any time prior to the Arrangement becoming effective pursuant to the provisions of
the ABCA.
See Appendix A to this Information Circular for the full text of the MBOG Arrangement Resolution. See also
"General Proxy Matters - MBOG".
Surge Shareholder Approval
Pursuant to the rules of the TSX, as the Arrangement will result in the issuance of 25% or more of the currently
issued and outstanding Surge Shares on a non-diluted basis, the Surge Resolution must be approved by a simple
majority of the votes cast by the Surge Shareholders present in person or by proxy at the Surge Meeting. An
aggregate of 75,431,034 Surge Shares are potentially issuable pursuant to the Arrangement, representing
approximately 32% of the currently issued and outstanding Surge Shares on a non-diluted basis. The Arrangement is
not expected to materially affect the control of Surge.
See Appendix B to this Information Circular for the full text of the Surge Arrangement Resolution. See also
"General Proxy Matters - Surge".
Stock Exchange Listing Approval
It is a mutual condition to the completion of the Arrangement that the Surge Shares to be issued to the MBOG
Shareholders pursuant to the Arrangement are conditionally approved for listing on the TSX. The TSX has
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conditionally accepted the listing of Surge Shares to be issued pursuant to the Arrangement in its letter dated
September 13, 2018. The listing of Surge Shares will be subject to the Surge fulfilling all of the listing requirements
of the TSX.
MBOG Fairness Opinion
The MBOG Board engaged National Bank as financial advisor to MBOG in connection with MBOG's strategic
review, which mandate also included acting as financial advisor with respect to the Arrangement. National Bank has
provided the MBOG Fairness Opinion to the MBOG Board that, as of the date thereof and subject to the various
assumptions, qualifications and limitations contained therein, the consideration to be received by MBOG
Shareholders pursuant to the Arrangement is fair, from a financial point of view, to the MBOG Shareholders.
The MBOG Fairness Opinion is not a recommendation to any MBOG Shareholder as to how to vote or act on any
matter relating to the Arrangement. The summary of the MBOG Fairness Opinion in this Information Circular is
qualified in its entirety by reference to the full text of the MBOG Fairness Opinion. The MBOG Fairness Opinion is
subject to the various assumptions, qualifications and limitations contained therein and should be read in its entirety.
Neither National Bank nor any of its affiliates or associates is an insider, associate or affiliate (as such terms are
defined in the Securities Act) of MBOG or Surge or any of their respective associates or affiliates. Neither National
Bank nor any of its affiliates or associates is acting as an advisor to MBOG in connection with any matter, other
than acting as a financial advisor to MBOG.
In consideration for their services, MBOG agreed to pay to National Bank a fixed fee for delivery of the MBOG
Fairness Opinion and to pay fees to National Bank (including fees that are contingent on the completion of the
Arrangement) in connection with the other financial advisory services provided, to reimburse National Bank for
reasonable out-of-pocket expenses and to indemnify National Bank and its directors, officers, agents and certain
other related parties in respect of certain liabilities as may be incurred by it in connection with the Arrangement.
The MBOG Fairness Opinion was an important consideration in the MBOG Board's decision to proceed with the
Arrangement.
See Appendix F for the full text of the MBOG Fairness Opinion.
Procedure for Exchange of Securities
Letter of Transmittal and Election Form
The Letter of Transmittal and Election Form, printed on yellow paper, has been sent to registered MBOG
Shareholders (the "Depositing Shareholders") with this Information Circular. The Letter of Transmittal and
Election Form sets out the procedure to be followed by Depositing Shareholders to deposit their MBOG Shares (the
"Deposited Securities"). If the Arrangement becomes effective, in order to receive a physical certificate(s)
representing Surge Shares in exchange for the Deposited Securities to which the Depositing Shareholder is entitled
under the Plan of Arrangement, a Depositing Shareholder must deliver the Letter of Transmittal and Election Form,
properly completed and duly executed, together with certificate(s) representing its Deposited Securities and all other
required documents to the Depositary at the address set forth in the Letter of Transmittal and Election Form prior to
the Election Deadline. It is each Depositing Shareholder's responsibility to ensure that the Letter of Transmittal and
Election Form is received by the Depositary. If the Arrangement is not completed, the Letter of Transmittal and
Election Form will be of no effect and the Depositary will return all certificates representing the Deposited
Securities to the holders thereof as soon as practicable at the address specified in the Letter of Transmittal and
Election Form. Depositing Shareholders whose MBOG Shares are registered in the name of an Intermediary must
contact their Intermediary to deposit their Deposited Securities.
Any certificate formerly representing MBOG Shares that is not deposited with all other documents as required by
the Plan of Arrangement on or before the last business day prior to the third anniversary of the Effective Date (or
such earlier date as required by applicable law) will cease to represent a right or claim of any kind or nature
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including the right of the MBOG Shareholder to receive Surge Shares (and any dividend or other distributions
thereon). In such case, such Surge Shares (together with all dividends or other distributions thereon) will be returned
to Surge and such Surge Shares will be cancelled.
Depositing Shareholders are encouraged to deliver a properly completed and duly executed Letter of Transmittal and
Election Form together with the relevant certificate(s) representing the Deposited Securities and any other required
documents to the Depositary as soon as possible.
The use of mail to transmit certificates representing the Deposited Securities and the Letter of Transmittal and
Election Form is at each holder's risk. MBOG recommends that such certificates and documents be delivered by
hand to the Depositary and a receipt therefore be obtained or that registered mail be used and appropriate insurance
be obtained.
In the event MBOG Shareholders have not received a Letter of Transmittal and Election Form due to a postal
disruption as a result of a Canada Post labour disruption or other cause, copies of the Letter of Transmittal and
Election Form may be obtained by contacting the Depositary or on Surge's corporate website at
www.surgeenergy.ca. In the event of a postal disruption, MBOG recommends that MBOG Shareholders deposit
with the Depositary certificates representing their MBOG Shares together with the Letter of Transmittal and
Election Form and other required documents either: (i) by hand and receipt therefor obtained; or (ii) by courier
(other than Canada Post) and the appropriate insurance be obtained, to ensure such deposit is not be delayed by the
Canada Post disruption.
The Depositary will receive reasonable and customary compensation from Surge for its services in connection with
the Arrangement, will be reimbursed for certain out of pocket expenses and will be indemnified against certain
liabilities, including liability under securities laws and expenses in connection therewith.
MBOG Shareholders whose MBOG Shares are registered in the name of an Intermediary, which may include
a broker, dealer, bank, trust company or other nominee, must contact such Intermediary to deposit their
MBOG Shares.
Lost Securities
If any certificate which immediately prior to the Effective Time represented an interest in outstanding MBOG
Shares that was transferred or cancelled pursuant to the Plan of Arrangement has been lost, stolen or destroyed, upon
the making of an affidavit of that fact by the Person claiming such certificate to have been lost, stolen or destroyed,
the Depositary will issue and deliver in exchange for such lost, stolen or destroyed certificate the consideration to
which the holder is entitled pursuant to the Arrangement (and any dividends or distributions with respect thereto) as
determined in accordance with the Arrangement. Unless otherwise agreed to by Surge, the Person who is entitled to
receive such consideration shall, as a condition precedent to the receipt thereof, give a bond to Surge or its transfer
agent, which bond is in form and substance satisfactory to Surge and its transfer agent, or shall otherwise indemnify
Surge or Surge, as the case may be, and its transfer agent against any claim that may be made against any of them
with respect to the certificate alleged to have been lost, stolen or destroyed. Alternatively, a MBOG Shareholder
may replace their MBOG Shares by completing Box D of Step 4 of the Letter of Transmittal and Election Form.
Withholding Rights
Surge, MBOG or the Depositary shall be entitled to deduct and withhold from any consideration otherwise payable
to any MBOG Shareholder, and, for greater certainty, including from any amount payable to a MBOG Shareholder
who has validly exercised, and not withdrawn, MBOG Dissent Rights, as the case may be, under the Plan of
Arrangement, such amounts as Surge, MBOG or the Depositary is required to deduct and withhold from such
consideration in accordance with Applicable Laws. Any such amounts will be deducted and withheld from the
consideration payable pursuant to the Plan of Arrangement and shall be treated for all purposes as having been paid
to the MBOG Shareholder, in respect of which such deduction and withholding was made, provided that such
withheld amounts are actually remitted to the appropriate taxing authority. In connection with any amount required
to be withheld pursuant to the Plan of Arrangement, Surge may direct the Depositary to withhold such number of
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Surge Shares that may otherwise be paid to such MBOG Shareholder under the Plan of Arrangement and to sell such
shares on the TSX for cash proceeds to be used for such withholding.
MBOG Dissent Rights
The following description of the MBOG Dissent Rights to which registered MBOG Shareholders are entitled is not a
comprehensive statement of the procedures to be followed by a Dissenting MBOG Shareholder who seeks payment
of the fair value of such Dissenting MBOG Shareholder's MBOG Shares and is qualified in its entirety by the
reference to the full text of the Interim Order, Plan of Arrangement and the text of Section 191 of the ABCA, which
are attached to this Information Circular as Appendix E, Exhibit "A" to Appendix D and Appendix K, respectively.
A Dissenting MBOG Shareholder who intends to exercise the right to dissent and appraisal should carefully
consider and comply with the provisions of the ABCA, as modified by the Plan of Arrangement and by the Interim
Order. Failure to adhere to the procedures established therein may result in the loss of all rights thereunder.
Accordingly, each Dissenting MBOG Shareholder who might desire to exercise MBOG Dissent Rights should
consult its own legal advisor.
A Court hearing the application for the Final Order has the discretion to alter the MBOG Dissent Rights described
herein based on the evidence presented at such hearing. Subject to certain tests as described below, pursuant to the
Interim Order, Dissenting MBOG Shareholders are entitled, in addition to any other right such Dissenting MBOG
Shareholder may have, to dissent and to be paid by Surge the fair value of the MBOG Shares held by such
Dissenting MBOG Shareholder in respect of which such Dissenting MBOG Shareholder dissents, determined as of
the close of business on the last Business Day before the day on which the MBOG Arrangement Resolution was
adopted. A Dissenting MBOG Shareholder may dissent only with respect to all of the MBOG Shares held by
such Dissenting MBOG Shareholder or on behalf of any one Beneficial Holder and registered in the
Dissenting MBOG Shareholder's name. Only registered MBOG Shareholders may dissent. Persons who are
Beneficial Shareholders of MBOG Shares registered in the name of an Intermediary who wish to dissent
should be aware that they may only do so through the registered owner of such MBOG Shares. A registered
MBOG Shareholder, such as a broker, who holds MBOG Shares as nominee for Beneficial Shareholders,
some of whom wish to dissent, must exercise the MBOG Dissent Right on behalf of a Beneficial Shareholder
with respect to all of the MBOG Shares held for such Beneficial Shareholder. In such case, the demand for
dissent should set forth the number of MBOG Shares covered by it.
Dissenting MBOG Shareholders must provide a written objection to the MBOG Arrangement Resolution to MBOG,
c/o DLA Piper (Canada) LLP, Suite 1000, Livingston Place West, 250 – 2nd Street S.W., Calgary, Alberta, T2P 0C1,
Attention: Brian Bidyk, to be received by no later than 9:00 a.m. (Calgary time) on the second Business Day
immediately preceding the date of the MBOG Meeting. No MBOG Shareholder who has voted in favour of the
MBOG Arrangement Resolution shall be entitled to dissent with respect to the Arrangement.
Surge or a Dissenting MBOG Shareholder may apply to the Court, by way of an origination application, after the
approval of the MBOG Arrangement Resolution, to fix the fair value of the Dissenting MBOG Shareholder's
MBOG Shares. If such an application is made to the Court by either Surge or a Dissenting MBOG Shareholder,
Surge must, unless the Court orders otherwise, send to each Dissenting MBOG Shareholder a written offer to pay
the Dissenting MBOG Shareholder an amount, considered by the Surge Board, to be the fair value of the MBOG
Shares held by such Dissenting MBOG Shareholders. The offer, unless the Court orders otherwise, must be sent to
each Dissenting MBOG Shareholder at least 10 days before the date on which the application is returnable, if Surge
is the applicant, or within 10 days after Surge is served a copy of the origination application, if a Dissenting MBOG
Shareholder is the applicant. Every offer will be made on the same terms to each Dissenting MBOG Shareholder of
MBOG Shares and contain or be accompanied with a statement showing how the fair value was determined.
A Dissenting MBOG Shareholder may make an agreement with Surge for the purchase of such holder's MBOG
Shares in the amount of the offer made by Surge, or otherwise, at any time before the Court pronounces an order
fixing the fair value of the MBOG Shares.
A Dissenting MBOG Shareholder will not be required to give security for costs in respect of an application and,
except in special circumstances, will not be required to pay the costs of the application or appraisal. On the
application, the Court will make an order fixing the fair value of the MBOG Shares of all Dissenting MBOG
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Shareholders who are parties to the application, giving judgment in that amount against Surge and in favour of each
of those Dissenting MBOG Shareholders, and fixing the time within which Surge must pay the amount payable to
each Dissenting MBOG Shareholder calculated from the date on which the Dissenting MBOG Shareholder ceases to
have any rights as a MBOG Shareholder, until the date of payment.
On the Arrangement becoming effective, or upon the making of an agreement between Surge and the Dissenting
MBOG Shareholder as to the payment to be made to the Dissenting MBOG Shareholder, or upon the
pronouncement of a Court order, whichever first occurs, the Dissenting MBOG Shareholder will cease to have any
rights as a MBOG Shareholder other than the right to be paid the fair value of such holder's MBOG Shares in the
amount agreed to or in the amount of the judgment, as the case may be. Until one of these events occurs, the
Dissenting MBOG Shareholder may withdraw the Dissenting MBOG Shareholder's dissent, or if the Arrangement
has not yet become effective, MBOG may rescind the MBOG Arrangement Resolution, and in either event, the
dissent and appraisal proceedings in respect of that Dissenting MBOG Shareholder will be discontinued.
Surge shall not make a payment to a Dissenting MBOG Shareholder under Section 191 of the ABCA if there are
reasonable grounds for believing that it is or would after the payment be unable to pay its liabilities as they become
due, or that the realizable value of its assets would thereby be less than the aggregate of its liabilities. In such event,
it shall notify each Dissenting MBOG Shareholder that it is unable lawfully to pay Dissenting MBOG Shareholders
for their MBOG Shares, in which case the Dissenting MBOG Shareholder may, by written notice to MBOG within
30 days after receipt of such notice, withdraw such holder's written objection, in which case the holder shall be
deemed to have participated in the Arrangement as a MBOG Shareholder. If the Dissenting MBOG Shareholder
does not withdraw such holder's written objection, such Dissenting MBOG Shareholder retains status as a claimant
against Surge to be paid as soon as Surge is lawfully entitled to do so or, in a liquidation, to be ranked subordinate to
the rights of creditors of Surge but in priority to its shareholders.
All MBOG Shares held by Dissenting MBOG Shareholders who exercise their MBOG Dissent Rights will, if the
holders do not otherwise withdraw such holder's written objection, be deemed to be transferred to Surge under the
Arrangement, and cancelled in exchange for the fair value thereof or will, if such Dissenting MBOG Shareholders
ultimately are not so entitled to be paid the fair value thereof, be treated as if the holder had participated in the
Arrangement on the same basis as a non dissenting holder of MBOG Shares and such MBOG Shareholder's MBOG
Shares will be deemed to be exchanged for Surge Shares on the same basis as all other MBOG Shareholders.
The above summary does not purport to provide a comprehensive statement of the procedures to be followed by
Dissenting MBOG Shareholders who seek payment of the fair value of their MBOG Shares. Section 191 of the
ABCA, other than as amended by the Plan of Arrangement and the Interim Order, requires adherence to the
procedures established therein and failure to do so may result in the loss of all rights thereunder. Accordingly,
Dissenting MBOG Shareholders who might desire to exercise the right to dissent and appraisal should
carefully consider and comply with the provisions of Section 191 of the ABCA, as modified by the Plan of
Arrangement and the Interim Order, the full text of which is set out in Exhibit "A" to Appendix D,
Appendix E, and Appendix K to this Information Circular, respectively, and consult their own legal advisor.
Unless otherwise waived, it is a condition to the completion of the Arrangement that holders of not more than 5% of
the issued and outstanding MBOG Shares shall have exercised MBOG Dissent Rights in respect of the Arrangement
that have not been withdrawn as of the Effective Date.
Interests of Certain Persons or Companies in the Arrangement
MBOG
In considering the recommendation of the MBOG Board with respect to the Arrangement, MBOG Shareholders
should be aware that certain members of MBOG's management and the MBOG Board have certain interests in
connection with the Arrangement, including those referred to below and elsewhere in this Information Circular, that
may present them with actual or potential conflicts of interest in connection with the Arrangement. The MBOG
Board are aware of these interests and considered them along with the other matters described above in "The
Arrangement - Background to and Reasons for the Arrangement".
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MBOG Share Ownership
As of September 19, 2018, the directors and officers of MBOG and their associates and affiliates (other than JOG
Capital Corp.), as a group, beneficially owned, directly or indirectly, or exercised control or direction over, an
aggregate of approximately 4,050,000 MBOG Shares (not including MBOG Shares issuable pursuant to MBOG
Options or MBOG Warrants held or controlled by directors and officers of MBOG), representing approximately
2.5% of the outstanding MBOG Shares. The individual shareholdings of the directors and officers of MBOG are set
forth below under the heading "Summary of Equity Ownership".
All of the MBOG Shares held by directors and officers of MBOG will be treated in the same fashion under the
Arrangement as MBOG Shares held by any other MBOG Shareholder. Immediately after giving effect to the
Arrangement, and assuming the exercise of all “in-the-money” MBOG Options and MBOG Warrants held by
directors and officers of MBOG, it is anticipated that the directors and officers of MBOG and their associates and
affiliates (other than JOG Capital Corp.), as a group, would beneficially own, directly or indirectly, or exercise
control or direction over, an aggregate of approximately 4,600,000 Surge Shares representing approximately 1.5%
of the Surge Shares which are expected to be outstanding upon completion of the Arrangement.
Ryan Crawford, a director of MBOG, is the Managing Partner of JOG Capital Corp. JOG Capital Corp. owns
indirectly, or exercises control or direction over 110,450,000 MBOG Shares, which represents approximately 68.0%
of the number of MBOG Shares that are outstanding as of the date of the Information Circular. See Appendix I –
"Information Concerning Surge Following Completion of the Arrangement – Principal Shareholders of Surge
Shares Following the Arrangement" for details with respect to the number of Surge Shares to be held by JOG
Capital Corp. following the completion of the Arrangement.
MBOG Options
As a result of the execution of the Arrangement Agreement, the MBOG Board has approved the acceleration of
vesting of all outstanding MBOG Options immediately prior to and conditional on the consummation of the
Arrangement. As at September 19, 2018, directors and officer of MBOG held MBOG Options to purchase an
aggregate of 10,585,140 MBOG Shares, of which 10,585,140 MBOG Options are expected to be "in-the-money"
based on a deemed transaction value of $1.863 per MBOG Share (based on the exchange ratio of 0.803 Surge Shares
for each MBOG Share pursuant to the Arrangement). The “in-the-money” MBOG Options held by the directors and
officers of MBOG have an exercise price of $1.00 per MBOG Share. There are no out-of-the-money MBOG
Options held by directors and officers of MBOG.
Pursuant to the Arrangement Agreement, MBOG shall obtain executed MBOG Exercise and Cancellation
Agreements from each director and officer that holds MBOG Options prior to the Effective Time, which provides
that each holder will surrender for exercise on a cashless basis all of the holder's MBOG Options in exchange for
such number of MBOG Shares that is equal in value to the difference between: (a) the market price of the MBOG
Share (being $1.863 per MBOG Share); and (b) the applicable exercise price of such holder's MBOG Options,
which will result in the issuance of 4,904,240 MBOG Shares to the directors and officers of MBOG.
Details of the MBOG Options beneficially owned, or controlled or directed, directly or indirectly, by each director
and officer of MBOG are set forth below under the heading "Summary of Equity Ownership".
MBOG Warrants
As a result of the execution of the Arrangement Agreement, the MBOG Board has approved the acceleration of
vesting of all outstanding MBOG Warrants immediately prior to and conditional on the consummation of the
Arrangement. As at September 19, 2018, MBOG Warrants to purchase an aggregate of 21,170,280 MBOG Shares
are beneficially owned, or controlled or directed, directly or indirectly, by the directors and officers of MBOG of
which 8,648,112 are expected to be "in-the-money" based on a deemed transaction value of $1.863 per MBOG
Share (based on the exchange ratio of 0.803 Surge Shares for each MBOG Share pursuant to the Arrangement).
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Pursuant to the Arrangement Agreement, MBOG shall obtain executed MBOG Exercise and Cancellation
Agreements from each director and officer that holds MBOG Warrants prior to the Effective Time, which provides
that each holder of MBOG Warrants will: (a) surrender for exercise on a cashless basis all of the holder's "in-themoney" MBOG Warrants in exchange for such number of MBOG Shares that is equal in value to the difference
between: (i) the market price of the MBOG Share (being $1.863 per MBOG Share); and (ii) the applicable exercise
price of such holder's "in-the-money" MBOG Warrants, which will result in the issuance of 1,537,419 MBOG
Shares to the directors and officers of MBOG; and (b) surrender for cancellation all of the holder's out-of-the-money
MBOG Warrants in exchange for an aggregate payment of $1.00.
Details of the MBOG Warrants beneficially owned, or controlled or directed, directly or indirectly, by each director
and officer of MBOG are set forth below under the heading "Summary of Equity Ownership".
Summary of Equity Ownership
The securities of MBOG beneficially owned, or controlled or directed, directly or indirectly, by each director and
officer of MBOG are summarized in the following table. The MBOG Board was aware of these interests and
considered them, among other matters, when recommending approval of the Arrangement by MBOG Shareholders.

Name and Position
Curt Labelle
President and
Director

Number of
MBOG
Shares Held
475,000
(0.3%)

Number of
Surge Shares
Issuable
Pursuant to the
Arrangement
in Exchange
for MBOG
Shares Held
(not including
MBOG Shares
that may be
issued on
exercise of
MBOG
Incentives)
208,592

Estimated Number
of MBOG Shares
Issuable Pursuant
to all in-the-money
MBOG Incentives
(vested/unvested)

Estimated Value of
all in-the-money
MBOG Incentives
(vested/unvested)

(1)(2)(3)

(1)(2)(3)

618,534/864,012

$1,152,304/$1,609,619

Estimated
Number of
Surge Shares
Issuable
Pursuant to the
Arrangement
in Exchange
for MBOG
Shares
assuming
exercise of all
in-the-money
MBOG
Incentives(4)
651,046

-

-

92,780/129,602

$172,846/$241,443

97,656

250,000
(0.1%)

109,785

92,780/129,602

$172,846/$241,443

97,656

3,000,000
(1.8%)

1,317,422

577,298/806,411

$1,075,484/$1,502,311

607,643

Bradley Giblin
Chief Financial
Officer

150,000
(0.1%)

65,871

253,820/354,554

$472,857/$660,519

267,162

Richard Harrington
VP, Engineering

75,000
(0.1%)

32,936

350,503/489,607

$652,972/$912,118

368,926

Quentin Enns
VP, Geoscience

50,000
(0.0%)

21,957

350,503/489,607

$652,972/$912,118

368,926

Sumir Saini
VP, Land

50,000
(0.0%)

21,957

350,503/489,607

$652,972/$912,118

368,926

Ryan Crawford
Director
Harry Jung
Director
M. Brandon Swertz
CEO and Director
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Name and Position
Total:

Number of
MBOG
Shares Held
4,050,000
(2.5%)

Number of
Surge Shares
Issuable
Pursuant to the
Arrangement
in Exchange
for MBOG
Shares Held
(not including
MBOG Shares
that may be
issued on
exercise of
MBOG
Incentives)
1,778,520

Estimated Number
of MBOG Shares
Issuable Pursuant
to all in-the-money
MBOG Incentives
(vested/unvested)

Estimated Value of
all in-the-money
MBOG Incentives
(vested/unvested)

(1)(2)(3)

(1)(2)(3)

2,686,720/3,752,999

$5,005,252/$6,991,688

Estimated
Number of
Surge Shares
Issuable
Pursuant to the
Arrangement
in Exchange
for MBOG
Shares
assuming
exercise of all
in-the-money
MBOG
Incentives(4)
2,827,943

Notes:
(1)

(2)

(3)

(4)

As a result of the execution of the Arrangement Agreement, the MBOG Board has approved the acceleration of vesting
of all outstanding MBOG Options and MBOG Warrants immediately prior to and conditional on the consummation of
the Arrangement. Pursuant to the MBOG Exercise and Cancellation Agreements, each holder of MBOG Incentives
shall, prior to the Effective Time: (a) exercise any or all of such holder's “in-the-money” MBOG Incentives on a
cashless basis before the Effective Date in accordance with the MBOG Option Plan or the warrant certificate, as
applicable; and (b) surrender such holder's “out-of-the-money” MBOG Incentives for cancellation for an aggregate
payment of $1.00 to each holder of the MBOG Incentives so surrendered.
The determination of whether the MBOG Incentives are “in-the-money” is based on the price per Surge Share of $2.32,
which equates to a price of $1.863 per MBOG Share based on the exchange ratio of 0.803 MBOG Shares to one Surge
Share pursuant to the Arrangement. In addition to the MBOG Incentives noted above, each of the directors and officers
of MBOG also hold “out-of-the-money” MBOG Warrants. Each of Messrs. Labelle, Crawford, Jung, Swertz, Giblin,
Harrington, Enns and Saini beneficially owned, or controlled or directed, directly or indirectly, 2,924,280, 438,642,
438,642, 2,729,328, 1,200,000, 1,657,092, 1,657,092 and 1,657,092
“out-of-the-money” MBOG Warrants,
respectively, that have exercise prices of $1.90, $2.25 and $2.50 per MBOG Share for 1/3 of each amount of “out-ofthe-money” MBOG Warrants held by such director and/or officer.
The value of the “in-the-money” MBOG Shares has been determined by subtracting the exercise price of the MBOG
Incentives from the deemed price per MBOG Share pursuant to the Arrangement of $1.863 (with such deemed price
calculated based on the exchange ratio of 0.803 MBOG Shares to one Surge Share pursuant to the Arrangement).
Assumes that the MBOG Shares issued upon exercise of the “in-the-money” MBOG Incentives held by directors and
officers of MBOG will be treated in the same fashion under the Arrangement as MBOG Shares held by any other
MBOG Shareholder whereby each MBOG Shareholder may elect to receive in respect of all, or a portion, of its MBOG
Shares, the Cash Consideration or the Share Consideration, subject to proration and rounding as described under "The
Arrangement – Effect and Details of the Arrangement – Proration" and "The Arrangement – Effect and Details of the
Arrangement – No Fractional Surge Shares and Rounding of Cash Consideration", respectively.

Surge Share Ownership
The directors and officers of MBOG or their associates and affiliates (which includes JOG Capital Corp.)
beneficially own, or exercise control or direction over, directly or indirectly, 2,972,127 Surge Shares or 1.87% of the
issued and outstanding Surge Shares as of the date of the Information Circular.
Director and Officer Insurance
MBOG and Surge have agreed that for a period of six years after the Effective Date, MBOG shall be entitled to
secure policies of directors' and officers' liability insurance providing coverage on a "trailing" or "run off" basis for
all present directors and officers of MBOG covering claims made prior to or within six years after the Effective Date
which has a scope and coverage no less advantageous in scope and coverage to that provided pursuant to MBOG's
current directors' and officers' insurance policy and Surge agrees to not take or permit any action to be taken by or
on behalf of MBOG to terminate or adversely affect such directors' and officers' insurance.
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Termination Payments
Pursuant to their employment arrangements, certain of MBOG's officers are entitled to termination payments
triggered by the completion of the Arrangement, which are set out as follows:
Name and Position

Termination Payment ($)

Curt Labelle, President and Director

180,000

Bradley Giblin, Chief Financial Officer

180,000

Richard Harrington, Vice President, Engineering

180,000

Quentin Enns, Vice President, Geoscience

180,000

Sumir Saini, Vice President, Land

180,000

Other Interests
No director or officer of MBOG or any associate or affiliate of any of the foregoing Persons, has or had any material
interest in any transaction in the last three years or any proposed transaction that materially affected, or will
materially affect, MBOG or any of its affiliates, except as disclosed above or elsewhere in this Information Circular
or in the documents incorporated into this Information Circular by reference.
The MBOG Board has retained National Bank as financial advisor to MBOG with respect to the Arrangement and
National Bank has provided the MBOG Fairness Opinion to the MBOG Board. National Bank will receive Financial
Advisory Fees from MBOG for provision of financial advice in connection with the Arrangement and the MBOG
Fairness Opinion.
Surge
None of the directors and officers of Surge or their associates and affiliates beneficially own, or exercise control or
direction over, directly or indirectly, any MBOG Shares.
Daryl Gilbert, a director of Surge, is also the Managing Director of JOG Capital Corp., which owns approximately
68% of the MBOG Shares. Mr. Gilbert does not, directly or indirectly, own any MBOG Shares, and has abstained
from voting as a director of Surge on matters in relation to the Arrangement as a result of his relationship with JOG
Capital Corp.
Surge has retained Macquarie Capital to act as financial advisor to Surge with respect to the Arrangement.
Macquarie Capital will receive fees from Surge for provision of financial advice in connection with the
Arrangement.
James M. Pasieka is the Chair of the board of directors of Surge and a partner of McCarthy Tétrault LLP. McCarthy
Tétrault LLP acts as legal advisors to Surge, including in acting on Surge's behalf in respect of the Arrangement, and
receives fees for services rendered in that capacity.
Expenses of the Arrangement
The costs to be incurred by MBOG with respect to the Arrangement and related matters including, without
limitation, fees and expenses, severance costs, costs and expenses incurred in connection with the legal and other
professional fees and disbursements are estimated at approximately $7.5 million, which includes the MBOG
Financial Advisory Fees.
The costs to be incurred by Surge with respect to the Arrangement and related matters including, without limitation,
fees and expenses, costs and expenses incurred in connection with the legal, accounting and other professional fees
and disbursements are estimated at approximately $3.5 million, which includes the fees payable to Macquarie
Capital pursuant to the engagement agreement between Surge and Macquarie Capital.
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Securities Law Matters
Canada
Surge Shares issuable to MBOG Shareholders in exchange for their MBOG Shares under the Arrangement will be
issued in reliance on exemptions from prospectus and registration requirements of Canadian securities laws of the
various applicable provinces in Canada and will generally not be subject to any restricted or hold period if the
following conditions are met: (i) Surge is and has been a reporting issuer in a jurisdiction of Canada for the four
months immediately preceding the trade of such Surge Shares; (ii) the trade is not a "control distribution" (as
defined in Canadian securities laws); (iii) no unusual effort is made to prepare the market or to create a demand for
the securities that are the subject of the trade; (iv) no extraordinary commission or consideration is paid to a Person
in respect of the trade; and (v) if the selling holder of Surge Shares is an insider or an officer of Surge, the selling
securityholder has no reasonable grounds to believe that Surge is in default of securities legislation.
United States
The Surge Shares issuable to MBOG Shareholders in exchange for their MBOG Shares under the Arrangement have
not been and will not be registered under the U.S. Securities Act, and such securities will be issued in reliance upon
the exemption from the registration requirements of the U.S. Securities Act provided by Section 3(a)(10) thereof.
Section 3(a)(10) of the U.S. Securities Act exempts the issuance of securities issued in exchange for one or more
bona fide outstanding securities from the general requirement of registration where the terms and conditions of the
issuance and exchange of such securities have been approved by a court of competent jurisdiction, after a hearing
upon the fairness of the terms and conditions of the issuance and exchange at which all Persons to whom the
securities will be issued have the right to appear and receive timely notice thereof. The Court is authorized to
conduct a hearing at which the fairness of the terms and conditions of the Arrangement will be considered. All
MBOG Shareholders and Surge Shareholders are entitled to appear and be heard at this hearing, provided that they
satisfy the applicable conditions set forth in the Interim Order. The Court granted the Interim Order on September
19, 2018 and, subject to the approval of the MBOG Arrangement Resolution by MBOG Shareholders, a hearing on
the Arrangement will be held on October 24, 2018 by the Court. See "The Arrangement – Court Approvals – Final
Order" above.
The Surge Shares to be received by MBOG Shareholders upon completion of the Arrangement may be resold
without restrictions under the U.S. Securities Act, except by Persons who are "affiliates" of Surge after the Effective
Date or who have been affiliates of Surge or MBOG within 90 days before the Effective Date. Persons who may be
deemed to be "affiliates" of an issuer generally include individuals or entities that control, are controlled by, or are
under common control with, the issuer, whether through the ownership of voting securities, by contract or otherwise,
and generally include executive officers and directors of the issuer as well as principal shareholders of the issuer.
Any resale of such Surge Shares by such an affiliate (or, if applicable, former affiliate) may be subject to the
registration requirements of the U.S. Securities Act and applicable state securities laws, absent an exemption
therefrom. Subject to certain limitations, such affiliates (and former affiliates) may immediately resell such Surge
Shares outside the United States without registration under the U.S. Securities Act pursuant to Regulation S under
the U.S. Securities Act. Such Surge Shares may also be resold in transactions completed in accordance with Rule
144 under the U.S. Securities Act, if available.
The foregoing discussion is only a general overview of certain requirements of U.S. Securities Act applicable to the
resale of Surge Shares received by current MBOG Shareholders upon completion of the Arrangement. All holders of
such Surge Shares are urged to consult with their own counsel to ensure that the resale of their Surge Shares
complies with applicable U.S. federal and state securities laws.
CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS
In the opinions of McCarthy Tétrault LLP, counsel to Surge, and DLA Piper (Canada) LLP, counsel to MBOG
(together, the "Tax Counsel"), the following summary describes the principal Canadian federal income tax
considerations in respect of the exchange of MBOG Shares pursuant to the Arrangement and the holding of Surge
Shares received pursuant to the Arrangement. This summary is generally applicable to a beneficial owner of MBOG
Shares who, at all relevant times, for purposes of the ITA, (1) deals at arm's length with MBOG and Surge; (2) is not
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affiliated with MBOG or Surge; and (3) holds the MBOG Shares, and will hold any Surge Shares received under the
Arrangement, as capital property (a "Holder"). Generally, the MBOG Shares and Surge Shares will be capital
property to a Holder provided the Holder does not hold such shares in the course of carrying on a business or as part
of an adventure or concern in the nature of trade. This summary does not address all issues relevant to shareholders
who acquired their MBOG Shares on the exercise of an employee stock option, a MBOG Warrant or other
employment compensation arrangement. Such shareholders should consult their own tax advisors.
This summary is based on the current provisions of the ITA, and on counsel's understanding of the current
administrative policies and assessing practices of the Canada Revenue Agency ("CRA") published in writing prior
to the date hereof. This summary takes into account all specific proposals to amend the ITA publicly announced by
or on behalf of the Minister of Finance (Canada) prior to the date hereof (the "Proposed Amendments") and
assumes that all Proposed Amendments will be enacted in the form proposed. However, no assurances can be given
that the Proposed Amendments will be enacted as proposed, or at all. This summary does not otherwise take into
account or anticipate any changes in law or administrative policy or assessing practice whether by legislative,
regulation, administrative or judicial action nor does it take into account tax legislation or considerations of any
province, territory or foreign jurisdiction, which may differ from those discussed herein.
This portion of the summary is not applicable to (i) a shareholder that is a "specified financial institution", (ii) a
shareholder an interest in which is a "tax shelter investment", (iii) a shareholder that is, for purposes of certain rules
(referred to as the mark-to-market rules) applicable to securities held by financial institutions, a "financial
institution", (iv) a shareholder that reports its "Canadian tax results" in a currency other than Canadian currency, (v)
a shareholder that has entered or enters into, with respect to any of the shares discussed herein, a "derivative forward
agreement" or "synthetic disposition arrangement" (as defined in the ITA), (vi) a shareholder who, immediately
following the completion of the exchange of its MBOG Shares for Surge Shares pursuant to the Arrangement, either
alone or together with other Persons with whom such shareholder does not deal at arm's length, controls Surge or
beneficially owns Surge Shares which have a fair market value in excess of 50% of the fair market value of all of the
outstanding Surge Shares, (vii) who is or was an employee of MBOG and who acquired MBOG Shares in respect of,
in the course of, or by virtue of, their employment, including pursuant to an employee stock option, or (viii) is a
foreign affiliate of a taxpayer resident in Canada. Such shareholders should consult their own tax advisors.
This summary is of a general nature only and is not, and is not intended to be, legal or tax advice to any particular
shareholder. This summary is not exhaustive of all Canadian federal income tax considerations. Accordingly,
shareholders should consult their own tax advisors having regard to their own particular circumstances.
Holders Resident in Canada
This portion of the summary is generally applicable to a Holder who, at all relevant times, for purposes of the ITA
and any applicable income tax convention, is, or is deemed to be, resident in Canada (a "Resident Holder"). Certain
Resident Holders may be entitled to make or may have already made the irrevocable election permitted by
subsection 39(4) of the ITA, the effect of which is to deem any MBOG Shares and Surge Shares (and any other
"Canadian security", as defined in the ITA) owned by such Resident Holder in the taxation year in which the
election is made and in all subsequent taxation years to be capital property. Where a Resident Holder makes an
election with Surge under section 85 of the ITA, the Surge Shares received will not be “Canadian securities” to such
holder and will not be deemed to be capital property under subsection 39(4) of the Tax Act. Resident Holders whose
shares might not otherwise be considered to be capital property should consult their own tax advisors concerning
this election.
Participation in the Arrangement – No Section 85 Election
Resident Holders Receiving Only Cash for MBOG Shares
In the event that a Resident Holder receives only cash in exchange for its MBOG Shares (and is not subject to
proration resulting in the receipt of a combination of cash and Surge Shares as consideration), the Resident Holder
will realize a capital gain (or capital loss) to the extent that the amount of cash received, net of any reasonable costs
of disposition, exceeds (or is less than) the adjusted cost base of the MBOG Shares to the Resident Holder. See
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"Taxation of Capital Gains and Losses" below for a general discussion of the treatment of capital gains and capital
losses under the ITA.
Resident Holders Receiving Only Surge Shares for MBOG Shares
A Resident Holder (other than a Resident Dissenting Holder) who disposes of MBOG Shares under the
Arrangement and receives only Surge Shares for such MBOG Shares will generally not realize a capital gain (or a
capital loss) on such disposition except where:
•

such Resident Holder has included any portion of the capital gain or capital loss otherwise determined from
the disposition of such MBOG Shares in that Resident Holder's income for purposes of the ITA, for the
year in which the disposition occurred; or

•

such Resident Holder and Surge have filed a Joint Tax Election with respect to such MBOG Shares.

Pursuant to section 85.1 of the ITA, such Resident Holder will be deemed to have disposed of each such MBOG
Share for proceeds of disposition equal to the adjusted cost base thereof immediately before the Effective Time and
to have acquired the Surge Shares at a cost equal to such adjusted cost base. This cost will be averaged with the
adjusted cost base of all other Surge Shares held by the Resident Holder as capital property for the purposes of
determining the adjusted cost base of each Surge Share held by the Resident Holder.
Notwithstanding the foregoing, a Resident Holder who receives Surge Shares in exchange for their MBOG Shares
may, if the Resident Holder so chooses, recognize a capital gain (or a capital loss) in respect of such exchange by
reporting the same in their income tax return for the taxation year during which the exchange occurs. Such capital
gain (or capital loss) will be equal to the amount by which the fair market value of the Surge Shares received
exceeds (or is exceeded by) the aggregate of the adjusted cost base of the MBOG Shares exchanged and any
reasonable costs of disposition. In such circumstances, the cost of the Surge Shares acquired will be equal to the fair
market value thereof. This cost will be averaged with the adjusted cost base of all other Surge Shares held by such
Resident Holder as capital property for the purpose of determining the adjusted cost base of each Surge Share held
by such Resident Holder. Such capital gain (or capital loss) will be subject to the tax treatment described below
under "Taxation of Capital Gains and Capital Losses".
Resident Holders Receiving Cash and Surge Shares for MBOG Shares
A Resident Holder whose MBOG Shares are exchanged for a combination of cash and Surge Shares pursuant to the
Arrangement, whether as a result of proration or a deemed election, and who does not make a valid joint election
with Surge pursuant to section 85 of the ITA with respect to the exchange, will be deemed to receive only Surge
Shares for the pro rata number of MBOG Shares so exchanged and only cash for the remaining number of Surge
Shares so exchanged. Under such circumstances, the tax considerations in respect of the portion of MBOG Shares
exchanged for cash will be the same as those described above under "Resident Holder Receiving Only Cash for
MBOG Shares". Further, the tax considerations in respect of the portion of MBOG Shares exchanged for Surge
Shares will be the same as those described above under "Resident Holder Receiving Only Surge Shares for MBOG
Shares".
Participation in the Arrangement – With a Section 85 Election
A Resident Holder is entitled to make a joint election with Surge pursuant to section 85 of the ITA (a "Section 85
Election"), and may thereby defer all or a portion of the capital gain (or capital loss) that would otherwise be
recognized for purposes of the ITA in respect of the exchange of MBOG Shares for Surge Shares under the
Arrangement, depending on the Elected Amount (as defined below), the Resident Holder's adjusted cost base of the
MBOG Shares at the time of the exchange, and subject to the Section 85 Election requirements being met under the
ITA.
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A Resident Holder making a Section 85 Election will be required to designate an amount (the "Elected Amount") in
the Election Form that will be deemed to be the proceeds of disposition of the Resident Holder's MBOG Shares. In
general, the Elected Amount may not be:
•

less than the amount of cash received by the Resident Holder on the exchange;

•

less than the lesser of (i) the Resident Holder's adjusted cost base of the MBOG Shares, and (ii) the fair
market value of the MBOG Shares, in each case determined at the time of the exchange;

•

greater than the fair market value of the MBOG Shares at the time of the exchange.

An Elected Amount specified by a Resident Holder that does not comply with these limitations will automatically be
adjusted under the ITA so that it is in compliance, and the amount so adjusted will be deemed to be the Elected
Amount for purposes of such Section 85 Election.
The Canadian federal income tax treatment to a Resident Holder who properly makes a valid Section 85 Election
jointly with Surge generally will be as follows:
•

the Resident Holder will be deemed to have disposed of the Resident Holder's MBOG Shares for proceeds
of disposition equal to the Elected Amount;

•

if the Elected Amount exceeds the Resident Holder's adjusted cost base of the MBOG Shares, then the
Resident Holder will realize a capital gain equal to such excess less any reasonable costs of disposition;

•

if the Resident Holder's adjusted cost base of the MBOG Shares exceeds the Elected Amount, then the
Resident Holder will realize a capital loss equal to such excess; and

•

the aggregate cost to the Resident Holder of the Surge Shares acquired on the exchange will equal the
Elected Amount less the amount of any cash received by the Resident Holder, and for the purpose of
determining the Resident Holder's adjusted cost base of those Surge Shares, such cost will be averaged with
the Resident Holder's adjusted cost base of all other Surge Shares, if any, held at the Effective Time.

A Resident Holder who intends to make a Section 85 Election should provide two signed copies of the necessary
election forms to Surge within 120 days following the Effective Date, duly completed with the details of the number
of MBOG Shares transferred and the Elected Amount. The relevant federal tax election form is CRA form T2057
(or, if the Resident Holder is a partnership, CRA form T2058), which will be made available on Surge's website
within 60 days of the Effective Date. Certain provincial jurisdictions require that a separate joint election be filed for
provincial income tax purposes. Resident Holders should consult their own tax advisors to determine whether
they must file separate election forms with any provincial taxing jurisdiction. It is the responsibility of each
Resident Holder who wishes to make an election for provincial income tax purposes to obtain any necessary
provincial election forms. In addition, special compliance rules apply where the MBOG Shares are held in
joint ownership or are held as partnership property, and affected Resident Holders should consult their own
tax advisors to determine all relevant filing requirements and procedures (including under provincial
legislation) applicable in their particular circumstances.
The election form or forms will be signed by Surge and returned to such Resident Holder within 60 days after the
receipt thereof by Surge for filing with the CRA (or the applicable provincial or territorial taxing authority). None of
MBOG, Surge or any successor corporation, will be responsible for the proper completion of any election form or
for the payment of any late filing penalty. Except for the obligation of Surge to so sign and return duly completed
election forms which are received by Surge within 120 days of the Effective Date, Surge will not be responsible for
any taxes, interest or penalties resulting from the failure by a Resident Holder to properly complete or file the
election forms in the form and manner and within the time prescribed by the ITA (or any applicable provincial or
territorial legislation). In its sole discretion, Surge may choose to sign and return an election form received by it
more than 120 days following the Effective Date, but Surge will have no obligation to do so.
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Each Resident Holder is urged to consult the Resident Holder's own advisors as soon as possible respecting the
deadlines applicable to the Resident Holder's particular circumstances. Resident Holders may be required to
forward their tax election forms to Surge earlier than 120 days after the Effective Date in order to avoid late
filing penalties.
All Resident Holders who wish to make a Section 85 Election should give immediate attention to this matter
and in particular should consult their own tax advisors without delay. Resident Holders are referred to CRA
Information Circular 76-19R3 and CRA Interpretation Bulletin IT-291R3 for further information respecting
the Section 85 Election. The comments herein with respect to such elections are provided for general
assistance only. The law in this area is complex and contains numerous technical requirements not addressed
in this summary.
Taxation of Capital Gains and Losses
Generally, one-half of any capital gain (a "taxable capital gain") realized by a Resident Holder in a taxation year
must be included in the Resident Holder's income for the year, and one-half of any capital loss (an "allowable
capital loss") realized by a Resident Holder in a taxation year must be deducted from taxable capital gains realized
by the Resident Holder in that year. Allowable capital losses for a taxation year in excess of taxable capital gains for
that year may, generally, be carried back and deducted in any of the three preceding taxation years or carried
forward and deducted in any subsequent taxation year against net taxable capital gains realized in such years, to the
extent and under the circumstances described in the ITA.
The amount of any capital loss realized by a Resident Holder that is a corporation on the disposition of Surge Shares
may be reduced by the amount of dividends received or deemed to be received by the Resident Holder on such
shares (or on shares for which the shares have been substituted) to the extent and under the circumstances described
by the ITA. Similar rules may apply where a corporation is a member of a partnership or a beneficiary of a trust that
owns Surge Shares, directly or indirectly, through a partnership or a trust.
A Resident Holder that, throughout the relevant taxation year, is a "Canadian-controlled private corporation" (as
defined in the ITA) may be liable to pay a refundable tax on its "aggregate investment income" (as defined in the
ITA), including taxable capital gains.
Lifetime Capital Gains Deduction
A Resident Holder who is an individual (other than a trust) and who was resident in Canada for purposes of the ITA
throughout the year, may be entitled to a deduction in computing taxable income for the year in respect of up to
$424,126 of taxable capital gains ($848,252 of capital gains) realized on the disposition or deemed disposition of
MBOG Shares under the Arrangement in the year if such shares are "qualified small business corporation shares"
("QSBC Shares"), as defined in the ITA, of the Resident Holder at the time of disposition or deemed disposition
and if certain other requirements in the ITA are satisfied.
For MBOG Shares that are disposed of under the Arrangement to be QSBC Shares of the Resident Holder, certain
conditions must be met, including, in general terms, that (a) throughout the 24 months immediately preceding the
disposition, the MBOG Shares were not owned by anyone other than the Resident Holder or a person or partnership
related, for purposes of the ITA, to the Resident Holder, (b) throughout the 24 months up to and including the
disposition, MBOG was a "Canadian-controlled private corporation" as defined in the ITA, (c) throughout the 24
months immediately preceding the disposition, more than 50% of the fair market value of MBOG's assets was
attributable to (i) assets that are used principally in an "active business", as defined in the ITA, carried on primarily
in Canada by MBOG or a corporation related to MBOG, (ii) shares or indebtedness of certain corporations that are
"connected", as defined in the definition of "qualified small business corporation share" in subsection 110.6(1) of the
ITA, with MBOG and that were Canadian-controlled private corporations more than 50% of the fair market value of
the assets of which was attributable to assets described in (i) or (ii), and (d) at the time of the disposition, all or
substantially all of the fair market value of MBOG's assets is attributable to (i) assets that are used principally in an
"active business", as defined in the ITA, carried on primarily in Canada by MBOG or a corporation related to
MBOG, (ii) shares or indebtedness of one or more "small business corporations", as defined in the ITA, that are
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"connected", as defined in the definition of "small business corporation" in subsection 248(1) of the ITA, with
MBOG at the time of the disposition, or (iii) assets described in (i) and (ii).
MBOG has represented to Tax Counsel that it satisfies the conditions referred to in (b), (c) and (d) above. On that
basis, MBOG Shares may constitute QSBC Shares to a Resident Holder who is an individual (other than a trust) and
who satisfies the condition referred to in (a) above.
Whether and to what extent such a Resident Holder may be entitled to utilize the capital gains deduction in respect
of QSBC Shares will depend upon the Resident Holder's particular circumstances. The $848,252 limit referred to
above will be reduced to the extent that a Resident Holder previously has utilized the capital gains deduction. In
addition, the amount of any net capital gains in respect of the capital gains deduction that may be claimed should be
reduced by the Resident Holder's "cumulative net investment losses", as defined in the ITA, and the capital gains
deduction may be limited if the Resident Holder has claimed any "allowable business investment losses", as defined
in the ITA. There are specific requirements that must be met by a Resident Holder in filing his or her tax return in
order to claim the capital gains deduction. If these reporting requirements are not complied with, the capital gains
deduction may be denied. In some cases, a capital gains deduction may result in alternative minimum tax being
payable. Various other requirements for the capital gains deduction exist. Resident Holders who are considering
utilizing the capital gains deduction should consult with their own tax advisors for specific advice having regard to
their particular circumstances.
Consequences of Resident Holders Owning Surge Shares
Dividends received or deemed to be received on Surge Shares held by a Resident Holder will be included in the
Resident Holder's income for the purposes of the ITA.
Such dividends received by a Resident Holder that is an individual (other than certain trusts) will be subject to the
gross-up and dividend tax credit rules in the ITA normally applicable to taxable dividends received from taxable
Canadian corporations, including the enhanced gross-up and dividend tax credit in respect of dividends designated
by Surge as "eligible dividends". There may be limitations on Surge's ability to designate dividends as "eligible
dividends".
Taxable dividends received by a Resident Holder who is an individual (other than certain trusts) may result in such
Resident Holder being liable for alternative minimum tax under the ITA. Resident Holders who are individuals
should consult their own tax advisors in this regard.
In the case of a Resident Holder that is a corporation, the amount of any taxable dividend will be included in
computing its income and generally will be deductible in computing the Resident Holder's taxable income. A
Resident Holder that is a "private corporation" or "subject corporation" (as such terms are defined in the ITA) or any
other corporation resident in Canada controlled, whether because of a beneficial interest in one or more trusts or
otherwise, by or for the benefit of an individual (other than a trust) or a related group of individuals (other than
trusts), may be liable under Part IV of the ITA to pay a refundable tax on dividends received or deemed to be
received on the Surge Shares to the extent such dividends are deductible in computing the Resident Holder's taxable
income. In certain circumstances, subsection 55(2) of the ITA will treat a taxable dividend received or deemed to be
received by a Resident Holder that is a corporation as proceeds of disposition or a capital gain. Resident Holders
that are corporations should consult their own tax advisors having regard to their own circumstances.
Consequences of Resident Holders Disposing of Surge Shares
A future disposition or a deemed disposition of a Surge Share by a Resident Holder (other than in a tax deferred
disposition, or a disposition to Surge) will generally result in the Resident Holder realizing a capital gain (or capital
loss) in the year of the disposition equal to the amount by which the proceeds of disposition of the Surge Share
exceed (or is less) than the aggregate of the Resident Holder's adjusted cost base thereof and any reasonable costs of
disposition. The adjusted cost base of a Surge Share to a Resident Holder generally will be the average of the cost of
all Surge Shares held at the particular time by such Resident Holder as capital property. Such capital gain (or capital
loss) will be subject to the tax treatment described above under "Taxation of Capital Gains and Capital Losses".
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Resident Dissenting Holders
The following portion of this summary applies to Resident Holders that are Dissenting MBOG Shareholders
("Resident Dissenting Holders").
A Resident Dissenting Holder that properly exercises Dissent Rights in respect of its MBOG Shares will, pursuant to
the Plan of Arrangement, be deemed to have transferred such MBOG Shares to Surge and will be entitled to be paid
the fair value of such MBOG Shares by Surge. See "The Arrangement – MBOG Dissent Rights". Such Resident
Dissenting Holder will be considered to have disposed of its MBOG Shares for proceeds of disposition equal to the
amount received by it from Surge (other than that portion that is in respect of interest, if any, awarded by the Court),
and will realize a capital gain (or capital loss) to the extent that the proceeds of disposition of its MBOG Shares
exceed (or are less than) the aggregate of the adjusted cost base to the Resident Dissenting Holder of such MBOG
Shares and any reasonable costs of disposition. Generally, a Resident Dissenting Holder's adjusted cost base of a
MBOG Share will include any amount paid to acquire the MBOG Share. Any such capital gain or capital loss will
be subject to the same tax treatment as described above under the heading "Certain Canadian Federal Income Tax
Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital Losses".
Interest, if any, awarded by the Court to a Resident Dissenting Holder will be included in the Resident Dissenting
Holder's income for the purposes of the ITA. In addition, a Resident Dissenting Holder that, throughout the relevant
taxation year, is a "Canadian-controlled private corporation" as defined in the ITA may be liable for an additional
refundable tax in respect of such interest.
Under the Plan of Arrangement, MBOG Shareholders who for any reason are not entitled to be paid the fair value of
their MBOG Shares, shall be treated as if they had participated in the Arrangement on the same basis as Holders
who do not exercise Dissent Rights. The principal Canadian federal income tax considerations generally applicable
to such MBOG Shareholders who are Resident Holders in connection with their MBOG Shares will be the same as
those described above in connection with Resident Holders who do not exercise Dissent Rights.
Resident Dissenting Holders should consult their own tax advisors for specific advice with respect to the tax
consequences in their own particular circumstances of exercising their Dissent Rights.
Eligibility for Investment
Provided the Surge Shares are listed on a "designated stock exchange" within the meaning of the ITA (which
includes the TSX) or if Surge is otherwise a "public corporation" for purposes of the ITA on the Effective Date,
Surge Shares, on such date, will be qualified investments under the ITA for registered retirement savings plans
("RRSPs"), registered retirement income funds ("RRIFs"), deferred profit sharing plans, registered disability
savings plans ("RDSPs"), registered education savings plans ("RESPs") and tax-free savings accounts ("TFSAs").
Notwithstanding the foregoing, the holder of a TFSA or RDSP, an annuitant under a RRSP or RRIF or the
subscriber of an RESP, as the case may be, that holds Surge Shares will be subject to a penalty tax if such shares are
a "prohibited investment" for the purposes of the ITA. Surge Shares will generally not be a "prohibited investment"
if the holder, the annuitant or subscriber, as the case may be, deals at arm's length with Surge for the purposes of the
ITA and the holder, the annuitant or subscriber, as the case may be, does not have a "significant interest" (within the
meaning of the ITA) in Surge. Holders that intend to hold their Surge Shares in a TFSA, RRSP, RRIF, RDSP or
RESP are urged to consult their own tax advisors.
Holders Not Resident in Canada
This portion of the summary is applicable to an MBOG Shareholder who, at all relevant times, is not, or is deemed
not to be, resident in Canada for purposes of the ITA (including a partnership that is not a "Canadian partnership"
for purposes of the ITA) and any applicable income tax treaty or convention to which Canada is a party and who
does not use or hold, and is not deemed to use or hold, MBOG Shares in connection with carrying on a business in
Canada (a "Non-Resident Holder").
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MBOG Shares as "Taxable Canadian Property" to Non-Resident Holders
For a Non-Resident Holder to be subject to tax under the ITA on any capital gain realized on the disposition or
deemed disposition of MBOG Shares under the Arrangement, such MBOG Shares must be or be deemed to be
"taxable Canadian property", as defined in the ITA, to the Non-Resident Holder at the time of disposition or deemed
disposition and not constitute "treaty-protected property", as defined in the ITA.
MBOG has represented to Tax Counsel that MBOG Shares will be taxable Canadian property to Non-Resident
Holders for purposes of the ITA at the Effective Time because at any particular time during the 60-month period that
ends at the time of disposition or deemed disposition of MBOG Shares under the Arrangement, more than 50% of
the fair market value of such MBOG Shares will have been derived directly or indirectly (otherwise than through a
corporation, partnership, or trust the shares or interests in which were not themselves taxable Canadian property at
the time) from one or any combination of (i) real or immovable property situated in Canada, (ii) "Canadian resource
properties", as defined in the ITA, (iii) "timber resource properties", as defined in the ITA, and (iv) options in
respect of, or interests in, property described in any of (i) to (iii), whether or not the property exists. Such shares also
may be deemed to be taxable Canadian property to a Non-Resident Holder in certain other circumstances described
under the ITA.
Participation in the Arrangement – No Section 85 Election
Non-Resident Holders Receiving Only Cash for MBOG Shares
The tax consequences as described above under the heading "Holders Resident in Canada – Participation in the
Arrangement – No Section 85 Election – Resident Holders Receiving Only Cash for MBOG Shares" generally will
apply to Non-Resident Holders disposing of MBOG Shares under the Arrangement for only Cash Consideration.
Non-Resident Holders Receiving Only Surge Shares for MBOG Shares
The tax consequences as described above under the heading "Holders Resident in Canada – Participation in the
Arrangement – No Section 85 Election – Resident Holders Receiving Only Surge Shares for MBOG Shares"
generally will apply to Non-Resident Holders disposing of MBOG Shares under the Arrangement for only Share
Consideration.
Non-Resident Holders Receiving Cash and Surge Shares for MBOG Shares
The tax consequences as described above under the heading "Holders Resident in Canada – Participation in the
Arrangement – No Section 85 Election – Resident Holders Receiving Cash and Surge Shares for MBOG Shares"
generally will apply to Non-Resident Holders disposing of MBOG Shares under the Arrangement for Cash
Consideration and Share Consideration.
Participation in the Arrangement by Non-Resident Holders – With a Section 85 Election
The tax consequences as described above under the heading "Holders Resident in Canada – Participation in the
Arrangement by Resident Holders – With a Section 85 Election" generally will apply to Non-Resident Holders
making a Joint Tax Election under the Arrangement. Non-Resident Holders should consult their own tax advisors as
to whether they should make a Joint Tax Election.
Taxation of Capital Gains and Capital Losses
The tax consequences as described above under the heading "Holders Resident in Canada – Taxation of Capital
Gains and Capital Losses" generally will apply to Non-Resident Holders. However, Non-Resident Holders are not
eligible to claim any portion of the "lifetime capital gains deduction".
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Clearance Certificates and Other Canadian Tax Filings
Each Non-Resident Holder who disposes of MBOG Shares under the Arrangement will be required to give notice of
the disposition to the CRA by filing CRA form T2062 and apply for a clearance certificate pursuant to section 116
of the ITA. Failure to notify the CRA of the disposition of their MBOG Shares by a Non-Resident Holder within 10
days of the disposition can give rise to the assessment of penalties and interest against such Non-Resident Holder.
These notification obligations arise even where no Canadian tax will be payable because, for example, the
provisions of subsection 85.1 of the ITA apply to the disposition, the disposition gives rise to a capital loss or a
relevant tax treaty applies to exempt the disposition from taxation in Canada. Non-Resident Holders are referred to
CRA Information Circular 72-17R6 for further information with respect to obtaining a clearance certificate pursuant
to section 116 of the ITA.
Surge will be required to withhold and remit 25% of the consideration for the disposition to the Receiver General for
Canada. Provided the Non-Resident Holder has entered into an Escrow Agreement, the Depositary shall hold an
agreed amount in escrow pending receipt of the clearance certificate from the CRA. On the 30th day following the
month in which the Effective Date occurs, the Depositary, shall (i) if a clearance certificate has been delivered to it
with a limit that is equal to or greater than the consideration to which the Non-Resident Holder was entitled, release
the entire amount of escrowed funds to the Non-Resident Holder; or (ii) if a clearance certificate has not been
delivered, or a clearance certificate has been delivered with a certificate limit which is less than the amount of
consideration, remit to the Receiver General for Canada for the account of the Non-Resident Holder, 25% of the
amount by which the amount of consideration exceeds the certificate limit, if any, and pay the balance remaining to
the Non-Resident Holder.
A Non-Resident Holder who disposes of taxable Canadian property will be required to file a Canadian income tax
return for the taxation year that includes the disposition of the property by such Non-Resident Holder. Where
amounts have been withheld and remitted to the Receiver General for Canada by Surge or the Depositary as
described above on account of the Non-Resident Holder's tax liability, the Non-Resident Holder may be entitled to
obtain a refund of all or a portion of the amount withheld by filing a Canadian income tax return as and when
required by the ITA. Non-Resident Holders are urged to seek professional advice having regard to their particular
circumstances.
Consequences of Non-Resident Holders Owning Surge Shares
Any dividends, if any, paid or credited, or deemed to be paid or credited, on Surge Shares to a Non-Resident Holder
will be subject to Canadian withholding tax at the rate of 25% of the gross amount of the dividend unless the rate is
reduced under the provisions of an applicable income tax convention between Canada and the Non-Resident
Holder's country of residence. For instance, where the Non-Resident Holder is a resident of the United States that is
entitled to full benefits under the Canada United States Income Tax Convention (1980) as amended and is the
beneficial owner of the dividends, the rate of Canadian withholding tax applicable to dividends is generally reduced
to 15%.
Consequences of Non-Resident Holders Disposing of Surge Shares
For a Non-Resident Holder to be subject to tax under the ITA on any capital gain realized on the disposition or
deemed disposition of Surge Shares, such Surge Shares must be or be deemed to be "taxable Canadian property", as
defined in the ITA, to the Non-Resident Holder at the time of disposition or deemed disposition and not constitute
"treaty-protected property", as defined in the ITA.
If the Surge Shares owned by the Non-Resident Holder were received pursuant to the Arrangement in circumstances
in which either of the provisions of section 85 or 85.1 were applicable, then such Surge Shares will be deemed to be
"taxable Canadian property" to the Non-Resident Holder at any time during the 60 month period after the Effective
Date.
If the Surge Shares owned by the Non-Resident Holder were received pursuant to the Arrangement in circumstances
in which the provisions of section 85 or 85.1 were not applicable, then as long as the Surge Shares are then listed on
a designated stock exchange (which currently includes the TSX), Surge Shares will not constitute "taxable Canadian
property" to a Non-Resident Holder at the time of the disposition or deemed disposition thereof unless at any
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particular time during the 60 month period immediately preceding the disposition the following two conditions have
been met concurrently, namely: (a) the Non-Resident Holder, persons with whom the Non-Resident Holder does not
deal at arm's length (within the meaning of the ITA), partnerships in which the Non-Resident Holder or a person
with whom the Non-Resident Holder does not deal at arm's length (within the meaning of the ITA) holds a
membership interest directly or indirectly through one or more partnerships, or any combination thereof owned 25%
or more of the issued Surge Shares, and (b) more than 50% of the fair market value of the Surge Shares was derived
directly or indirectly from one or any combination of (i) real or immovable property situated in Canada, (ii)
"Canadian resource properties" (as defined in the ITA), (iii) "timber resource properties" (as defined in the ITA) or
(iv) an option, an interest or right in such property, whether or not such property exists. A Non-Resident Holder
contemplating a disposition of Surge Shares that may constitute taxable Canadian property should consult its own
tax advisor prior to such disposition.
In circumstances where the Surge Shares constitute "taxable Canadian property" to a Non-Resident Holder, the tax
consequences of a disposition thereof will generally be as described above under the heading "Holders Resident in
Canada – Taxation of Capital Gains and Capital Losses". Furthermore, such Non-Resident Holder may be required
to give notice of the disposition to the CRA and apply for a clearance certificate pursuant to section 116 of the ITA.
Failure to notify the CRA of such disposition within 10 days of the disposition can give rise to the assessment of
penalties and interest against such Non-Resident Holder. These notification obligations arise even where no
Canadian tax may be payable because, for example, the disposition gives rise to a capital loss or a relevant tax treaty
applies to exempt the disposition from taxation in Canada.
Dissenting Non-Resident Holders
A Non-Resident Holder who is a Dissenting Shareholder (a "Non-Resident Dissenting Holder") and who is paid
the fair value of such Non-Resident Dissenting Holder's MBOG Shares by Surge shall be deemed to have been
disposed of such shares to Surge.
To the extent that the Non-Resident Dissenting Holder's proceeds of disposition exceed (or are less than) the
aggregate of the adjusted cost base to the Non-Resident Dissenting Holder of such MBOG Shares plus reasonable
disposition costs, the Non-Resident Dissenting Holder will realize a capital gain (or a capital loss). See the section
above under the heading "Holders Resident in Canada - Taxation of Capital Gains and Capital Losses".
Non-Resident Dissenting Holders will also be subject to the clearance certificate obligations described above under
the heading "Holders Not Resident in Canada – Clearance Certificate and Other Canadian Tax Filings".
Any interest awarded by the Court and paid or credited to a Non-Resident Dissenting Holder generally will not be
subject to Canadian withholding tax.
RISK FACTORS
Completion of the Arrangement is subject to certain risks. In addition to the risk factors described under the heading
"Risk Factors" in the Surge AIF, which are specifically incorporated by reference into this Information Circular, and
in Appendix G – “Information Concerning MBOG” and Appendix H – Information Concerning Surge attached
hereto, the following are additional and supplemental risk factors which MBOG Shareholders and Surge
Shareholders should carefully consider before making a decision to respectively approve the MBOG Arrangement
Resolution and Surge Resolution, respectively. Additionally, following completion of the Arrangement, Surge will
be subject to certain risk factors described herein in addition to those risk factors described under the heading "Risk
Factors" in each of the Surge Financial Statements and the Surge AIF, which are specifically incorporated by
reference into this Information Circular, and in Appendix H – Information Concerning Surge and Appendix G –
Information Concerning MBOG attached hereto, which should also be carefully considered by MBOG Shareholders
and Surge Shareholders before making a decision to respectively approve the MBOG Arrangement Resolution and
Surge Resolution, respectively.
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Risk Factors Related to the Arrangement
MBOG and Surge may not satisfy all regulatory requirements or obtain the necessary approvals for completion
of the Arrangement on satisfactory terms or at all.
Completion of the Arrangement is subject to the approval of the Court, the satisfaction of certain regulatory
requirements and the receipt of all necessary regulatory approvals, MBOG Shareholder approval, Surge Shareholder
approval and third party consents, including the approval of the TSX and approval of Surge’s lenders in respect of
the Surge Credit Facility. There can be no certainty, nor can either Party provide any assurance, that these conditions
will be satisfied or, if satisfied, when they will be satisfied. The requirement to take certain actions or to agree to
certain conditions to satisfy such requirements or obtain any such approvals may have a Material Adverse Effect on
the business and affairs of Surge or the trading price of Surge Shares, after completion of the Arrangement.
The Arrangement Agreement may be terminated in certain circumstances, including in the event of a Material
Adverse Change with respect to MBOG or Surge.
Each of MBOG and Surge has the right to terminate the Arrangement Agreement in certain circumstances.
Accordingly, there is no certainty, nor can either Party provide any assurance, that the Arrangement Agreement will
not be terminated before the completion of the Arrangement. For example, a Party has the right, in certain
circumstances, to terminate the Arrangement Agreement if a Material Adverse Change occurs with respect to the
other Party. Although a Material Adverse Change excludes certain events that are beyond the control of the Parties,
there is no assurance that a change constituting a Material Adverse Change in a Party will not occur before the
Effective Date, in which case the other Party could elect to terminate the Arrangement Agreement and the
Arrangement would not proceed.
The market price for the Surge Shares may decline.
If the Surge Resolution is not approved by the Surge Shareholders or the MBOG Arrangement Resolution is not
approved by the MBOG Shareholders, the market price of the Surge Shares may decline to the extent that the
current market price of the Surge Shares reflects a market assumption that the Arrangement will be completed. If the
MBOG Arrangement Resolution is not approved by the MBOG Shareholders, the Surge Resolution is not approved
by the Surge Shareholders or the MBOG Board decides to seek another business combination, there can be no
assurance that Surge will be able to find a transaction as attractive to Surge as the Arrangement.
There are risks related to the integration of MBOG's and Surge's existing businesses.
The ability to realize the benefits of the Arrangement including, among other things, those set forth in this
Information Circular under "The Arrangement – Background to and Reasons For the Arrangement – Reasons For
the Arrangement" above, will depend, in part, on successfully consolidating functions and integrating operations and
procedures in a timely and efficient manner, as well as on Surge's ability to realize the anticipated growth
opportunities and synergies from integrating MBOG's and Surge's businesses following completion of the
Arrangement. This integration will require the dedication of substantial management effort, time and resources
which may divert management's focus and resources from other strategic opportunities available to Surge following
completion of the Arrangement, and from operational matters during this process. The integration process may result
in the loss of key employees and the disruption of ongoing business and employee relationships that may adversely
affect the ability of Surge to achieve the anticipated benefits of the Arrangement.
Surge and MBOG expect to incur significant costs associated with the Arrangement.
Surge and MBOG will collectively incur significant direct transaction costs in connection with the Arrangement.
Actual direct transaction costs incurred in connection with the Arrangement may be higher than expected. Moreover,
certain of MBOG's and Surge's costs related to the Arrangement, including legal, financial advisory services,
accounting, printing and mailing costs, must be paid even if the Arrangement is not completed.
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If the Arrangement is not completed MBOG's future business and operations could be harmed.
If the Arrangement is not completed MBOG may be subject to a number of additional material risks, including the
following:
•

MBOG may have lost other opportunities that would have otherwise been available had the Arrangement
Agreement not been executed, including, without limitation, opportunities not pursued as a result of
affirmative and negative covenants made by it in the Arrangement Agreement, such as covenants affecting
the conduct of its business outside the ordinary course of business;

•

MBOG may be unable to obtain additional sources of financing or conclude another sale, merger,
amalgamation or other business combination on as favourable terms, in a timely manner, or at all; and

•

the obligations of MBOG to pay damages to Surge in connection with a Surge Damages Event pursuant to
the terms of the Arrangement Agreement in certain circumstances.

If the Arrangement is not completed Surge's future business and operations could be harmed.
If the Arrangement is not completed Surge may be subject to a number of additional material risks, including the
following:
•

Surge may have lost other opportunities that would have otherwise been available had the Arrangement
Agreement not been executed, including, without limitation, opportunities not pursued as a result of
affirmative and negative covenants made by it in the Arrangement Agreement, such as covenants affecting
the conduct of its business outside the ordinary course of business;

•

Surge may be unable to obtain additional sources of financing, including in respect of the Surge Credit
Facility, or conclude another sale, merger, amalgamation or other business combination on as favourable
terms, in a timely manner, or at all;

•

Surge will be required to continue to utilize the Surge Credit Facility. There is no certainty that the
borrowing base of the Surge Credit Facility will not be reduced or that the lenders under the Surge Credit
Facility will not demand repayment of amounts outstanding under such credit facility (see "Risk Factors –
Risk Factors Related to Surge Following Completion of the Arrangement "); and

•

the obligations of Surge to pay damages to MBOG in connection with a MBOG Damages Event pursuant
to the terms of the Arrangement Agreement in certain circumstances.

The Surge Shares issued in connection with the Arrangement may have a market value different than expected.
Each MBOG Shareholders (other than Dissenting MBOG Shareholders) will receive, at such MBOG Shareholder's
election: (a) 0.803 Surge Shares for each MBOG Share held; (b) $1.863 in cash for each MBOG Share held; or (c) a
combination of cash and Surge Shares for all of such MBOG Shareholder’s MBOG Shares, in each case subject to
proration, provided that Surge shall issue no more than the Share Maximum or pay more than the Cash Maximum in
exchange for the MBOG Shares. Because the exchange ratio will not be adjusted to reflect any changes in the
market value of Surge Shares, the market values of the Surge Shares and the MBOG Shares at the Effective Time
may vary significantly from the values at the date of this Information Circular. If the market price of Surge Shares
declines, the value of the consideration received by MBOG Shareholders will decline as well. Variations may occur
as a result of changes in, or market perceptions of changes in, the business, operations or prospects of Surge, market
assessments of the likelihood the Arrangement will be consummated, regulatory considerations, general market and
economic conditions, changes in the prices of oil and natural gas and other factors over which neither MBOG nor
Surge has control.
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MBOG Dissent Rights.
MBOG Shareholders have the right to exercise MBOG Dissent Rights and demand payment of the fair value of their
MBOG Shares in cash in connection with the Arrangement in accordance with the ABCA as may be modified by the
Interim Order. If there are a significant number of MBOG Shareholders who exercise MBOG Dissent Rights, a
substantial cash payment may be required to be made to such MBOG Shareholders that could have an adverse effect
on Surge's financial condition and cash resources if the Arrangement is completed or alternatively, if MBOG
Shareholders holding 5.0% or more of the outstanding MBOG Shares exercise MBOG Dissent Rights, Surge may
elect not to complete the Arrangement.
Risk relating to Surge's dividend payments.
Notwithstanding anything contained in this Information Circular or otherwise, the payment of the amount of
dividends declared, if any, will be subject to the discretion of the Surge Board and will depend on the Surge Board's
assessment of Surge's outlook for growth, capital expenditure requirements, funds from operations, potential
opportunities, debt position and other conditions that the Surge Board may consider relevant at such future time,
including applicable restrictions that may be imposed under the Surge Credit Facility on the ability of Surge to pay
dividends. The amount of future cash dividends, if any, may also vary depending on a variety of factors, including
fluctuations in commodity prices, production levels, capital expenditure requirements, debt service requirements,
operating costs, royalty burdens and foreign exchange rates. In addition the market value of the Surge Shares may
decline if Surge's cash dividends decline in the future, and that market decline may be material.
MBOG has not verified the reliability of the information regarding Surge included in, or which may have been
omitted from, this Information Circular.
All historical information regarding Surge contained in this Information Circular, including all Surge financial
information, has been provided by Surge. Although MBOG has no reason to doubt the accuracy or completeness of
such information, any inaccuracy or material omission in the information about or relating to Surge contained in this
Information Circular could result in unanticipated liabilities or expenses, increase the cost of integrating the
companies or adversely affect the operational plans of Surge and its results of operations and financial condition.
Surge has not verified the reliability of the information regarding MBOG included in, or which may have been
omitted from, this Information Circular.
All historical information regarding MBOG contained in this Information Circular, including all MBOG financial
information, has been provided by MBOG. Although Surge has no reason to doubt the accuracy or completeness of
such information, any inaccuracy or material omission in the information about or relating to MBOG contained in
this Information Circular could result in unanticipated liabilities or expenses, increase the cost of integrating the
companies or adversely affect the operational plans of MBOG and its results of operations and financial condition.
Risk Factors Related to Surge Following Completion of the Arrangement
Potential Undisclosed Liabilities Associated with the Arrangement.
In connection with the Arrangement, there may be liabilities that Surge failed to discover or was unable to quantify
in its due diligence, which it conducted prior to the execution of the Arrangement Agreement and Surge may not be
indemnified for some or all of these liabilities.
Operational, Environmental and Reserves Risks Relating to the MBOG Assets.
The risk factors set forth in the Surge AIF relating to the oil and natural gas business, environmental and the
operations and reserves of Surge apply equally in respect of the assets of MBOG that Surge is acquiring pursuant to
the Arrangement. In particular, the reserve and recovery information contained in the MBOG Original Reserve
Report and MBOG Updated Reserve Report in respect of the subject assets are only an estimate and the actual
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production from and ultimate reserves of those properties may be greater or less than the estimate contained in such
reports.
Nature of Acquisitions.
Acquisitions of oil and gas properties or companies are based in large part on engineering, environmental and
economic assessments made by the acquiror, independent engineers and consultants. These assessments include a
series of assumptions regarding such factors as recoverability and marketability of oil and natural gas,
environmental restrictions and prohibitions regarding releases and emissions of various substances, future prices of
oil and gas and operating costs, future capital expenditures and royalties and other government levies which will be
imposed over the producing life of the reserves. Many of these factors are subject to change and are beyond the
control of Surge. All such assessments involve a measure of geologic, engineering, environmental and regulatory
uncertainty that could result in lower production and reserves or higher operating or capital expenditures than
anticipated. Although select title and environmental reviews are conducted prior to any purchase of resource assets,
such reviews cannot guarantee that any unforeseen defects in the chain of title will not arise to defeat Surge's title to
certain assets or that environmental defects, liabilities or deficiencies do not exist or are greater than anticipated.
Such deficiencies or defects could adversely affect the value of the MBOG Assets and the Surge Shares.
Reserves Replacement.
Surge's oil and natural gas reserves and production, and therefore its cash flows and earnings, will be highly
dependent upon Surge developing and increasing its current reserve base, including the assets of MBOG should the
Arrangement be completed, and discovering or acquiring additional reserves. Without the addition of reserves
through exploration, acquisition or development activities, Surge's reserves and production will decline over time as
reserves are depleted. To the extent that cash flow from operations is insufficient and external sources of capital
become limited or unavailable, Surge's ability to make the necessary capital investments to maintain and expand its
oil and natural gas reserves will be impaired. There can be no assurance that Surge will be able to find and develop
or acquire additional reserves to replace production at commercially feasible costs.
INTERESTS OF EXPERTS
Certain legal matters relating to the Arrangement will be passed upon by DLA Piper (Canada) LLP on behalf of
MBOG. As at September 19, 2018, the partners and associates of DLA Piper (Canada) LLP owned, directly or
indirectly, in aggregate, less than 1% of the outstanding MBOG Shares and less than 1% of the outstanding Surge
Shares.
Certain legal matters relating to the Arrangement will be passed upon by McCarthy Tétrault LLP on behalf of Surge.
As at September 19, 2018, the partners and associates of McCarthy Tétrault LLP owned, directly or indirectly, in
aggregate, less than 1% of the outstanding Surge Shares and less than 1% of the outstanding MBOG Shares. James
M. Pasieka, a partner at McCarthy Tétrault LLP, is the Chair of the Surge Board and Michael J. Bennett, a partner at
McCarthy Tétrault LLP, is the Corporate Secretary of Surge.
Certain reserves data included or incorporated herein by reference into this Information Circular has been prepared
by Sproule in respect of each of MBOG and Surge. As of the date hereof, Sproule does not have any registered or
beneficial interest, direct or indirect, in any securities or other property of MBOG or Surge, or any of their associates
or affiliates.
Macquarie Capital was retained by the Surge Board in a financial advisory role in respect of the Arrangement. As of
September 19, 2018, Macquarie Capital owned, directly or indirectly, in aggregate, less than 1% of the outstanding
Surge Shares and less than 1% of the outstanding MBOG Shares.
National Bank was retained by the MBOG Board to provide the MBOG Fairness Opinion. As of September 19,
2018, National Bank owned, directly or indirectly, in aggregate, less than 1% of the outstanding Surge Shares and
less than 1% of the outstanding MBOG Shares.
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The Surge Annual Financial Statements have been incorporated by reference in this Information Circular. KPMG
LLP, the independent auditor of Surge, has advised that they are independent with respect to Surge within the
meaning of the Rules of Professional Conduct of the Chartered Professional Accountants of Alberta.
Certain financial information contained in the MBOG Annual Financial Statements have been included in this
Information Circular. PricewaterhouseCoopers LLP is the current auditor of MBOG and has confirmed that it is
independent of MBOG within the meaning of the Rules of Professional Conduct of the Chartered Professional
Accountants of Alberta.
INFORMATION CONCERNING MBOG
MBOG is a light oil focused company operating entirely in the Province of Alberta.
MBOG was incorporated pursuant to the provisions of the ABCA on November 5, 2015.
MBOG's head office is located at Suite 1050, 605 – 5th Avenue S.W., Calgary, Alberta, T2P 3H5. The registered
office of MBOG is located at Suite 1000, Livingston Place West, 250 – 2nd Street S.W., Calgary, Alberta, T2P 0C1.
See Appendix G – "Information Concerning MBOG" for detailed information concerning MBOG.
INFORMATION CONCERNING SURGE
Surge is an independent Calgary, Alberta-based oil and gas company operating primarily in Alberta and
Saskatchewan. The Surge Shares are listed on the TSX under the trading symbol "SGY" and the Surge Debentures
are listed on the TSX under the trading symbol "SGY.DB".
Surge was incorporated on January 26, 1998 under the ABCA as "Zapata Capital Inc." On June 18, 1999, Surge
acquired all of the issued and outstanding shares of 744997 Alberta Ltd. and amalgamated with 744997 Alberta Ltd.
under the name "Zapata Energy Corporation". On June 25, 2010, Surge changed its name to "Surge Energy Inc."
On December 31, 2010, Surge amalgamated with its wholly owned subsidiary, Breaker Resources Ltd. On
December 31, 2012, Surge amalgamated with is wholly owned subsidiary, Surge Oil Inc. On December 31, 2013,
Surge amalgamated with its wholly owned subsidiaries, Flagstone Energy Inc. and 1779275 Alberta Ltd. On
December 31, 2014,Surge amalgamated with its wholly owned subsidiary, Longview Oil Corp.
The head office of Surge is located at 2100, 635 – 8th Avenue S.W., Calgary, Alberta T2P 3M3. The registered
office of Surge is located at Suite 4000, 421 – 7th Avenue S.W., Calgary, Alberta, T2P 4K9.
See Appendix H – "Information Concerning Surge" for detailed information concerning Surge.
INFORMATION CONCERNING SURGE FOLLOWING COMPLETION OF THE ARRANGEMENT
See Appendix I – "Information Concerning Surge Following Completion of the Arrangement" for detailed
information concerning Surge after giving effect to the Arrangement, including certain pro forma financial and
operational information and including certain MBOG reserve data as set out in the MBOG Updated Reserve Report.
GENERAL PROXY MATTERS - MBOG
Solicitation of Proxies
This Information Circular is furnished in connection with the solicitation of proxies by management of MBOG to be
used at the MBOG Meeting. Solicitations of proxies will be primarily by mail, but may also be supplemented by
telephone, newspaper publication or other contact.
All costs of the solicitation for the MBOG Meeting will be borne by MBOG.
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The information set forth below generally applies to registered holders of MBOG Shares. If you are a Beneficial
Shareholder of MBOG Shares (i.e., your MBOG Shares are held through an Intermediary), please see "General
Information – Information for Beneficial Shareholders" at the front of this Information Circular.
Appointment and Revocation of Proxies
Accompanying this Information Circular is a form of proxy for holders of MBOG Shares. The Persons named in the
enclosed form of proxy are directors and/or officers of MBOG. A MBOG Shareholder has the right to appoint a
Person (who need not be a MBOG Shareholder) to represent such MBOG Shareholder at the MBOG
Meeting other than the Persons designated in the accompanying form of proxy either by inserting such
Person's name in the blank space provided in the form of proxy or by completing another form of proxy.
A form of proxy will only be valid if it is duly completed, signed and then delivered to the offices of Computershare
Trust Company of Canada, Proxy Dept., 100 University Avenue, 8th Floor, Toronto, Ontario M5J 2Y1, or by
facsimile at 1-866-249-7775. The form of proxy must be received at the aforesaid address not later than 9:00 a.m.
(Calgary time) on October 22, 2018 or not less than 48 hours (excluding Saturdays, Sundays and holidays) prior to
the time of any adjournment of the MBOG Meeting. For information regarding the voting or appointing a proxy by
internet, see the form of proxy for MBOG Shareholders and the Information Circular under the heading "General
Proxy Matters – MBOG – Voting by Internet". Failure to so deposit a form of proxy will result in its invalidation.
Notwithstanding the foregoing, the chair of the MBOG Meeting has the discretion to accept proxies received after
such deadline.
For registered MBOG Shareholders who do not receive physical delivery of the form of proxy by mail due to a
postal disruption as a result of a Canada Post labour disruption or any other cause the form of proxy for use by
registered MBOG Shareholders is also available on Surge's corporate website at www.surgeenergy.ca. In the event
of a postal disruption, registered MBOG Shareholders are encouraged to complete the form of proxy and return it by
courier to Computershare Trust Company of Canada, Proxy Dept., 100 University Avenue, 8th Floor, Toronto,
Ontario M5J 2Y1, or by facsimile at 1-866-249-7775, not less than 48 hours (excluding Saturdays, Sundays and
statutory holidays in Alberta) before the time set for the MBOG Meeting.
A MBOG Shareholder who has given a form of proxy may revoke it as to any matter on which a vote has not
already been cast pursuant to its authority by an instrument in writing executed by such MBOG Shareholder or by its
attorney duly authorized in writing or, if the MBOG Shareholder is a corporation, by an officer or attorney thereof
duly authorized, and deposited at the registered office of MBOG at any time up to and including the last Business
Day preceding the day of the MBOG Meeting, or any adjournment of the MBOG Meeting, at which the proxy is to
be used, or with the chair of the MBOG Meeting on the day of the MBOG Meeting or any adjournment thereof, or
in any other manner permitted by law.
Record Date
The Record Date for determination of MBOG Shareholders entitled to receive notice of and to vote at the MBOG
Meeting is September 24, 2018. Only MBOG Shareholders whose names have been entered in the register of
MBOG Shareholders on the close of business on the Record Date will be entitled to receive notice of and to vote at
the MBOG Meeting. To the extent a MBOG Shareholder transfers the ownership of any of its MBOG Shares
after the Record Date and the transferee of those MBOG Shares establishes that it owns such MBOG Shares
and requests, at least 10 days before the MBOG Meeting, to be included in the list of MBOG Shareholders
eligible to vote at the MBOG Meeting, such transferee will be entitled to vote those MBOG Shares at the
MBOG Meeting.
Signature of Proxy
The form of proxy accompanying this Information Circular must be executed by the MBOG Shareholder or its
attorney authorized in writing, or if the MBOG Shareholder is a corporation, the form of proxy should be signed in
its corporate name under its corporate seal by an authorized officer whose title should be indicated. A proxy signed
by a Person acting as attorney or in some other representative capacity should reflect such Person's capacity
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following its signature and should be accompanied by the appropriate instrument evidencing qualification and
authority to act (unless such instrument has been previously filed with MBOG).
Voting of Proxies
The MBOG Shares represented by the form of proxy will be voted or withheld from voting in accordance with the
instructions of the MBOG Shareholder on any ballot that may be called for, and if the MBOG Shareholder specifies
a choice with respect to any matter to be acted upon at the MBOG Meeting, then the MBOG Shares will be voted
accordingly. In the absence of such instructions, the MBOG Shares will be voted FOR the approval of the MBOG
Arrangement Resolution as described in this Information Circular.
Exercise of Discretion of Proxy
The proxyholder has discretion under the accompanying form of proxy to consider matters to come before the
MBOG Meeting. At the date of this Information Circular, management of MBOG knows of no amendments,
variations or other matters to come before the MBOG Meeting other than the matters referred to in the Notice of
Meeting. MBOG Shareholders who are planning on returning the accompanying form of proxy are encouraged to
review the Information Circular carefully before submitting the proxy form.
Voting Shares and Principal Holders Thereof
MBOG's issued and outstanding voting securities as at September 19, 2018 consist of 162,740,000 MBOG Shares.
MBOG Shareholders are entitled to one vote for each MBOG Share held on all matters to be considered and acted
upon at the MBOG Meeting or any adjournment thereof.
MBOG has set the close of business on September 24, 2018 as the record date for the MBOG Meeting. MBOG will
prepare a list of MBOG Shareholders of record at such time. MBOG Shareholders named on that list will be entitled
to vote the MBOG Shares then registered in their name at the MBOG Meeting, except to the extent that (a) the
holder has transferred the ownership of any of the holder's MBOG Shares after that date, and (b) the transferee of
those shares produces properly endorsed certificates representing MBOG Shares, or otherwise establishes that such
transferee owns the MBOG Shares, and demands at any time prior to ten days before the MBOG Meeting that the
transferee's name be included in the list of Persons entitled to vote at the MBOG Meeting, in which case the
transferee will be entitled to vote such MBOG Shares at the MBOG Meeting or any adjournment thereof.
To the best of the knowledge of the directors and executive officers of the MBOG, as at September 19, 2018, the
following Persons or companies beneficially owned, directly or indirectly, or exercised control or direction over,
voting securities of the MBOG carrying more than 10% of the voting rights attached to the shares of the MBOG:

Name
JOG Capital Corp.

Number of MBOG Shares held as of
September 19, 2018

Percentage of total issued and
outstanding MBOG Shares held as of
September 19, 2018

110,450,000

67.9%

Voting by Internet
MBOG Shareholders may use the internet at https://www.investorvote.com to transmit their voting instructions.
MBOG Shareholders should have the form of proxy in hand when they access the website noted above. MBOG
Shareholders will be prompted to enter their Control Number, Holder Account Number and Access Number which
are located on the form of proxy. If MBOG Shareholders vote by internet, their vote must be received not later than
9:00 a.m. (Calgary time) on October 22, 2018 or not less than 48 hours (excluding Saturdays, Sundays and holidays)
prior to the time of any adjournment of the MBOG Meeting. The website may be used to appoint a proxyholder to
attend and vote on a MBOG Shareholder's behalf at the MBOG Meeting and to convey a MBOG Shareholder's
voting instructions. Please note that if a MBOG Shareholder appoints a proxyholder and submits its voting
instructions and subsequently wishes to change its appointment, a MBOG Shareholder may resubmit its proxy, prior
to the deadline noted above. When resubmitting a proxy, the most recently submitted proxy will be recognized as
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the only valid one, and all previous proxies submitted will be disregarded and considered as revoked, provided that
the last proxy is submitted by the deadline noted above.
GENERAL PROXY MATTERS – SURGE
Solicitation of Proxies
This Information Circular is furnished in connection with the solicitation of proxies by management of Surge to be
used at the Surge Meeting. Solicitations of proxies will be primarily by mail, but may also be supplemented by
telephone, newspaper publication or other contact.
All costs of the solicitation for the Surge Meeting will be borne by Surge. Surge has retained Shorecrest Group
("Shorecrest") to assist it in connection with Surge's communications with Surge Shareholders. In connection with
these services, Shorecrest is expected to receive a fee of $25,000, plus out-of-pocket expenses. In addition, Surge
may, upon request, pay to certain brokerage firms, fiduciaries or other persons holding Surge Shares in their names
for others, the charges entailed in sending out the meeting materials to the persons for whom they hold Surge Shares.
Surge may utilize the Broadridge QuickVote™ service to assist NOBOs with voting their Shares. NOBOs may be
contacted by Shorecrest to conveniently obtain a vote directly over the telephone.
The information set forth below generally applies to registered holders of Surge Shares. If you are a Beneficial
Shareholder of Surge Shares (i.e., your Surge Shares are held through an Intermediary), please see "General
Information – Information for Beneficial Shareholders" at the front of this Information Circular.
Appointment and Revocation of Proxies
Accompanying this Information Circular is a form of proxy for holders of Surge Shares. The Persons named in the
enclosed form of proxy are directors and/or officers of Surge. A Surge Shareholder has the right to appoint a
Person (who need not be a Surge Shareholder) to represent such Surge Shareholder at the Surge Meeting
other than the Persons designated in the accompanying form of proxy either by inserting such Person's name
in the blank space provided in the form of proxy or by completing another form of proxy.
A form of proxy will only be valid if it is duly completed, signed and then delivered to the offices of Computershare
Trust Company of Canada, Proxy Dept., 100 University Avenue, 8th Floor, Toronto, Ontario M5J 2Y1, or by
facsimile at 1-866-249-7775 or via the internet at www.investorvote.com. The form of proxy must be received by
Computershare Trust Company of Canada not later than 10:00 a.m. (Calgary time) on October 22, 2018 or not less
than 48 hours (excluding Saturdays, Sundays and holidays) prior to the time of any adjournment of the Surge
Meeting. For information regarding the voting or appointing a proxy by internet, see the form of proxy for Surge
Shareholders and the Information Circular under the heading "General Proxy Matters – Surge – Voting by Internet".
Failure to so deposit a form of proxy will result in its invalidation. Notwithstanding the foregoing, the chair of the
Surge Meeting has the discretion to accept proxies received after such deadline.
For registered Surge Shareholders who do not receive physical delivery of the form of proxy by mail due to a postal
disruption as a result of a Canada Post labour disruption or any other cause the form of proxy for use by registered
Surge Shareholders is also available under Surge's profile at www.sedar.com and on Surge's corporate website at
www.surgeenergy.ca. In the event of a postal disruption, registered Surge Shareholders are encouraged to vote via
the internet, telephone, or complete the form of proxy and return it by courier to Computershare Trust Company of
Canada, Proxy Dept., 100 University Avenue, 8th Floor, Toronto, Ontario M5J 2Y1, or by facsimile at 1-866-2497775, not less than 48 hours (excluding Saturdays, Sundays and statutory holidays in Alberta) before the time set for
the Surge Meeting.
A Surge Shareholder who has given a form of proxy may revoke it as to any matter on which a vote has not already
been cast pursuant to its authority by an instrument in writing executed by such Surge Shareholder or by its attorney
duly authorized in writing or, if the Surge Shareholder is a corporation, by an officer or attorney thereof duly
authorized, and deposited at the registered office of Surge at any time up to and including the last Business Day
preceding the day of the Surge Meeting, or any adjournment of the Surge Meeting, at which the proxy is to be used,
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or with the chair of the Surge Meeting on the day of the Surge Meeting or any adjournment thereof, or in any other
manner permitted by law.
Record Date
The Record Date for determination of Surge Shareholders entitled to receive notice of and to vote at the Surge
Meeting is September 24, 2018. Only Surge Shareholders whose names have been entered in the register of Surge
Shareholders on the close of business on the Record Date will be entitled to receive notice of and to vote at the
Surge Meeting. To the extent a Surge Shareholder transfers the ownership of any of its Surge Shares after the
Record Date and the transferee of those Surge Shares establishes that it owns such Surge Shares and requests, at
least 10 days before the Surge Meeting, to be included in the list of Surge Shareholders eligible to vote at the Surge
Meeting, such transferee will be entitled to vote those Surge Shares at the Surge Meeting.
Signature of Proxy
The form of proxy accompanying this Information Circular must be executed by the Surge Shareholder or its
attorney authorized in writing, or if the Surge Shareholder is a corporation, the form of proxy should be signed in its
corporate name under its corporate seal by an authorized officer whose title should be indicated. A proxy signed by
a Person acting as attorney or in some other representative capacity should reflect such Person's capacity following
its signature and should be accompanied by the appropriate instrument evidencing qualification and authority to act
(unless such instrument has been previously filed with Surge).
Voting of Proxies
The Surge Shares represented by the form of proxy will be voted or withheld from voting in accordance with the
instructions of the Surge Shareholder on any ballot that may be called for, and if the Surge Shareholder specifies a
choice with respect to any matter to be acted upon at the Surge Meeting, then the Surge Shares will be voted
accordingly. In the absence of such instructions, the Surge Shares will be voted FOR the approval of the Surge
Resolution as described in this Information Circular.
Exercise of Discretion of Proxy
The proxyholder has discretion under the accompanying form of proxy to consider matters to come before the Surge
Meeting. At the date of this Information Circular, management of Surge knows of no amendments, variations or
other matters to come before the Surge Meeting other than the matters referred to in the Notice of Meeting. Surge
Shareholders who are planning on returning the accompanying form of proxy are encouraged to review the
Information Circular carefully before submitting the proxy form.
Voting Shares and Principal Holders Thereof
Surge's issued and outstanding voting securities as at September 19, 2018 consist of 233,618,191 Surge Shares and
no Surge Preferred Shares. Surge Shareholders are entitled to one vote for each Surge Share held on all matters to be
considered and acted upon at the Surge Meeting or any adjournment thereof.
To the knowledge of the directors and executive officers of Surge, no Person, firm or company beneficially owns or
controls or directs, directly or indirectly, voting securities carrying 10% or more of the voting rights attached to the
Surge Shares:
Voting by Internet
Surge Shareholders may use the internet at https://www.investorvote.com to transmit their voting instructions. Surge
Shareholders should have the form of proxy in hand when they access the website noted above. Surge Shareholders
will be prompted to enter their Control Number, Holder Account Number and Access Number which are located on
the form of proxy. If Surge Shareholders vote by internet, their vote must be received not later than 10:00 a.m.
(Calgary time) on October 22, 2018 or not less than 48 hours (excluding Saturdays, Sundays and holidays) prior to
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the time of any adjournment of the Surge Meeting. The website may be used to appoint a proxyholder to attend and
vote on a Surge Shareholder's behalf at the Surge Meeting and to convey a Surge Shareholder's voting instructions.
Please note that if a Surge Shareholder appoints a proxyholder and submits its voting instructions and subsequently
wishes to change its appointment, a Surge Shareholder may resubmit its proxy, prior to the deadline noted above.
When resubmitting a proxy, the most recently submitted proxy will be recognized as the only valid one, and all
previous proxies submitted will be disregarded and considered as revoked, provided that the last proxy is submitted
by the deadline noted above.

A-1

APPENDIX A
MBOG ARRANGEMENT RESOLUTION
BE IT RESOLVED AS A SPECIAL RESOLUTION OF THE HOLDERS OF COMMON SHARES OF MOUNT
BASTION OIL & GAS CORP. ("MBOG") THAT:
1.

the arrangement under Section 193 of the Business Corporations Act (Alberta) involving, among others,
MBOG and the shareholders of MBOG and Surge Energy Inc. (the "Arrangement"), substantially as set
forth in the plan of arrangement (the "Plan of Arrangement") attached as Exhibit "A" to Appendix D to
the joint information circular of MBOG and Surge dated September 19, 2018 (the "Information
Circular") accompanying the notices of meeting for each of MBOG and Surge, and all transactions
contemplated thereby are hereby authorized, approved, ratified and confirmed;

2.

notwithstanding that this resolution has been duly passed and/or has received the approval of the Court of
Queen's Bench of Alberta, the board of directors of MBOG may, without further notice to or approval of
the securityholders of MBOG, subject to the terms of the Arrangement Agreement and the Arrangement,
(i) amend or terminate the Arrangement Agreement or the Plan of Arrangement, or (ii) revoke this
resolution at any time prior to the filing of articles of arrangement giving effect to the Arrangement;

3.

any director or officer of MBOG is hereby authorized, for and on behalf of MBOG, to execute and deliver
articles of arrangement and to execute, with or without the corporate seal, and, if appropriate, deliver all
other documents and instruments and to do all other things as in the opinion of such director or officer may
be necessary or desirable to implement this resolution and the matters authorized hereby, such
determination to be conclusively evidenced by the execution and delivery of any such document or
instrument, and the taking of any such action; and

4.

all actions heretofore taken by or on behalf of MBOG in connection with any matter referred to in any of
the foregoing resolutions which were in furtherance of the Arrangement are hereby approved, ratified and
confirmed in all respects.
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APPENDIX B
SURGE RESOLUTION
BE IT RESOLVED AS AN ORDINARY RESOLUTION OF THE HOLDERS OF COMMON SHARES OF
SURGE ENERGY INC. ("SURGE") THAT:
1.

the issuance of up to 75,431,034 common shares ("Surge Shares") in the capital of Surge in exchange for
common shares ("MBOG Shares") in the capital of Mount Bastion Oil & Gas Corp. ("MBOG") (including
up to 5,000 additional Surge Shares that may be required to be issued to account for clerical and
administrative matters, including the rounding for fractional shares), pursuant to the arrangement under
Section 193 of the Business Corporations Act (Alberta) involving, among others, MBOG and the
shareholders of MBOG and Surge (the "Arrangement"), substantially as set forth in the plan of
arrangement (the "Plan of Arrangement") attached as Exhibit "A" to Appendix D to the joint information
circular of MBOG and Surge dated 19, 2018 (the "Information Circular") accompanying the notice of
meeting for each of MBOG and Surge is hereby authorized and confirmed;

2.

notwithstanding that this resolution has been duly passed, the board of directors of Surge may, without
further notice to or approval of the securityholders of Surge, subject to the terms of the Arrangement,
(i) amend or terminate the arrangement agreement dated September 5, 2018 between Surge and MBOG or
the Plan of Arrangement, or (ii) revoke this resolution at any time prior to the filing of articles of
arrangement giving effect to the Arrangement;

3.

any director or officer of Surge is hereby authorized, for and on behalf of Surge, to execute and deliver
articles of arrangement and to execute, with or without the corporate seal, and, if appropriate, deliver all
other documents and instruments and to do all other things as in the opinion of such director or officer may
be necessary or desirable to implement this resolution and the matters authorized hereby, such
determination to be conclusively evidenced by the execution and delivery of any such document or
instrument, and the taking of any such action; and

4.

all actions heretofore taken by or on behalf of Surge in connection with any matter referred to in any of the
foregoing resolutions which were in furtherance of the Arrangement are hereby approved, ratified and
confirmed in all respects.
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APPENDIX C
NOTICE OF APPLICATION
IN THE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY
IN THE MATTER OF SECTION 193 OF THE BUSINESS CORPORATIONS ACT, R.S.A. 2000, C. B 9, AS
AMENDED;
AND IN THE MATTER OF A PROPOSED ARRANGEMENT INVOLVING MOUNT BASTION OIL &
GAS CORP., SURGE ENERGY INC. AND THE SHAREHOLDERS OF MOUNT BASTION OIL & GAS
CORP.
NOTICE IS HEREBY GIVEN that an originating application ("Application") has been filed by Mount Bastion
Oil & Gas Corp. ("MBOG" or the "Applicant") for an order approving a proposed plan of arrangement (the
"Arrangement") involving MBOG, Surge Energy Inc. ("Surge") and the holders ("MBOG Shareholders") of
common shares in the capital of MBOG pursuant to Section 193 of the Business Corporations Act, R.S.A. 2000, c.
B 9 (the "ABCA"), which Arrangement is described in greater detail in the joint management information circular of
MBOG and Surge dated September 19, 2018 accompanying this Notice of Application. At the hearing on the
Application, the Applicant intends to seek:
(a)

a declaration that the Arrangement is brought in good faith and that the terms and conditions of the
Arrangement and the procedures relating thereto are fair to the persons affected, both from a
substantive and procedural prospective;

(b)

a declaration that the Arrangement will, upon the filing of Articles of Arrangement pursuant to
Section 193 of the ABCA and the issuance of the Proof of Filing of Articles of Arrangement under
the ABCA, become effective in accordance with its terms and will be binding on each of the
parties affected;

(c)

an order approving the Arrangement pursuant to the provisions of Section 193 of the ABCA; and

(d)

such other and further orders, declarations and directions as the Court (as defined herein) may
deem just.

AND NOTICE IS FURTHER GIVEN that the Application is directed to be heard at the Court House, 601 - 5th
Street, Calgary, Alberta on the 24th day of October, 2018 at 2:00 p.m. (Calgary time), or so soon thereafter as
counsel may be heard. Any MBOG Shareholder or any other interested party desiring to support or oppose the
Application may appear at the time of the hearing in person or by counsel for that purpose. Any MBOG
Shareholder or any other interested party desiring to appear at the hearing is required to file with the Court
of Queen's Bench of Alberta, Judicial District of Calgary (the "Court"), and serve upon the Applicant, on or
before 9:00 a.m. (Calgary time) on October 17, 2018 (or the Business Day that is five Business Days prior to
the date of the special meeting of the MBOG Shareholders called for the purpose of approving the
Arrangement (the "MBOG Meeting") if the MBOG Meeting is not held on October 24, 2018), a notice of its
intention to appear, including an address for service in Calgary, Alberta (or alternatively, a telecopier
number for service by telecopy), together with any evidence or materials which are to be presented to the
Court. Service on the Applicant is to be effected by delivery to the solicitors for MBOG, DLA Piper (Canada) LLP,
1000 Livingston Place, 250-2nd Street S.W., Calgary, AB, T2P 0C1, Attention: Brian Bidyk.
AND NOTICE IS FURTHER GIVEN that, at the hearing, MBOG Shareholders and other interested parties will
be entitled to make representations as to, and the Court will be requested to consider, the fairness and reasonableness
of the Arrangement. If you do not attend, either in person or by counsel, at that time, the Court may approve the
Arrangement as presented, or may approve the Arrangement subject to such terms and conditions as the Court shall
deem fit, without any further notice.
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AND NOTICE IS FURTHER GIVEN that no further notice of the Application will be given by the Applicants
and that, in the event the hearing of the Application is adjourned, only those persons who have appeared before the
Court at the hearing shall be served notice of the adjourned date.
AND NOTICE IS FURTHER GIVEN that the Court, by an order dated September 19, 2018, has given directions
as to the calling of the MBOG Meeting to have such MBOG Shareholders vote upon a resolution to approve the
Arrangement and, in particular, has directed that the MBOG Shareholders shall have the right to dissent under
Section 191 of the ABCA as modified by the terms of the interim order.
AND NOTICE IS FURTHER GIVEN that the Final Order approving the Arrangement will, if granted, serve as
the basis for an exemption from the registration requirements of the United States Securities Act of 1933, as
amended (the "U.S. Securities Act"), pursuant to Section 3(a)(10) thereof, with respect to the issuance of the
common shares of Surge ("Surge Shares") issuable to MBOG Shareholders in exchange for their MBOG Shares
pursuant to the Arrangement.
AND NOTICE IS FURTHER GIVEN that a copy of the said Application and other documents in the proceedings
will be furnished to any MBOG Shareholder or other interested party requesting the same from the solicitors for the
Applicant at the address given above.
DATED at Calgary, Alberta, this 19th day of September, 2018.
BY ORDER OF THE BOARD OF DIRECTORS OF
MOUNT BASTION OIL & GAS CORP.
(signed) "Curt Labelle"
Curt Labelle
President
Mount Bastion Oil & Gas Corp.
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ARRANGEMENT AGREEMENT
THIS ARRANGEMENT AGREEMENT is dated as of the 5th day of September, 2018.
BETWEEN:
SURGE ENERGY INC., a corporation incorporated under the laws of the
Province of Alberta (“Surge”)
-andMOUNT BASTION OIL & GAS CORP., a corporation incorporated under
the laws of the Province of Alberta (“MBOG”)
WHEREAS:
A.

Surge wishes to acquire all of the issued and outstanding MBOG Shares;

B.

the Parties intend to carry out the acquisition of the MBOG Shares contemplated herein by way of
an arrangement under section 193 of the ABCA substantially on the terms and conditions set
forth in the Plan of Arrangement (annexed hereto as Schedule “A”);

C.

the MBOG Board has unanimously: (i) determined that the Arrangement is in the best interests of
MBOG; (ii) determined that the Arrangement is fair to the MBOG Shareholders; (iii) approved the
Arrangement, this Agreement and the transactions contemplated hereby; and (iv) resolved to
recommend that the MBOG Shareholders vote in favour of the Arrangement;

D.

as an inducement to Surge to enter into this Agreement, (i) all of the directors and officers of
MBOG, and (ii) certain significant shareholders of MBOG have entered into Support and Lock-up
Agreements with Surge; and

E.

the Parties have entered into this Agreement to provide for the matters referred to in the
foregoing recitals and for other matters relating to such transaction.

NOW THEREFORE, in consideration of the covenants and agreements herein contained and other good
and valuable consideration (the receipt and sufficiency of which are hereby acknowledged), the Parties
hereto do hereby covenant and agree as follows:
ARTICLE 1
INTERPRETATION
1.1

Definitions

In this Agreement, the following defined terms have the meanings hereinafter set forth:
(a)

“ABCA” means the Business Corporations Act, R.S.A. 2000, c. B-9, as amended, including the
regulations promulgated thereunder;

(b)

“Acquisition Proposal” means, other than the transactions contemplated by this Agreement, any
inquiry or the making of any offer or proposal, whether or not in writing or subject to a due
diligence or other condition, to MBOG, or MBOG’s shareholders or any other securityholder of
MBOG (including any take-over bid initiated by advertisement or circular) from any Person or
Persons acting “jointly or in concert” (where such phrase has the meaning ascribed thereto in
Applicable Securities Laws) prior to the termination of this Agreement or consummation of the
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Arrangement, as applicable, which constitutes, or may reasonably be expected to lead to (in
either case whether in one transaction or a series of transactions):
(i)

any direct or indirect, sale, issuance or acquisition of voting securities of MBOG that,
when taken together with any securities of MBOG held by the proposed acquiror, and any
Person acting jointly or in concert with such acquiror, and assuming the conversion of
any securities convertible into voting securities held by the proposed acquiror, and any
Person acting jointly or in concert with such acquiror, would constitute beneficial
ownership of 20% or more of the outstanding voting securities of MBOG or rights or
interests therein;

(ii)

any direct or indirect acquisition or purchase (or any lease, long-term supply agreement
or other arrangement having the same economic effect as an acquisition or purchase), of
assets of MBOG that constitute 20% or more of the assets of MBOG (on a consolidated
basis measured by the fair market value thereof as of the date of any such inquiry, offer
or proposal);

(iii)

an amalgamation, arrangement, merger, business combination, consolidation, share
exchange or other similar transaction involving MBOG;

(iv)

a take-over bid, issuer bid, tender offer, exchange offer, recapitalization, liquidation,
dissolution, reorganization or other similar transaction involving MBOG; or

(v)

any other transaction, the consummation of which would or could reasonably be
expected to impede, interfere with, prevent or delay the transactions contemplated by this
Agreement or the Arrangement or which would or could reasonably be expected to
materially reduce the benefits to the Parties under this Agreement or the Arrangement,

except that for the purpose of the definition of “Superior Proposal” in Section 1.1(jjjj), the
references in the definition of “Acquisition Proposal” to: (A) “20% or more of the outstanding
voting securities of MBOG or rights or interests therein” shall be deemed to be references to
“50% or more of the outstanding voting securities of MBOG or rights or interests therein”; and (B)
“20% or more of the assets” shall be deemed to be references to “50% or more of the assets”;
(c)

“affiliate” and “associate” have the meanings ascribed thereto in the Securities Act;

(d)

“Agreement”, “herein”, “hereof”, “hereto”, “hereunder” and similar expressions mean and refer
to this arrangement agreement (including the schedules hereto) as supplemented, modified or
amended, and not to any particular Article, Section, Schedule or other portion hereof;

(e)

“Applicable Securities Laws” means, collectively, and as the context may require, the
applicable securities legislation of each of the provinces and territories of Canada, and the rules,
regulations, instruments, orders and policies published and/or promulgated thereunder, as such
may be amended from time to time prior to the Effective Date;

(f)

“Applicable Laws”, in the context that refers to one or more Persons, means any domestic or
foreign, federal, state, provincial or local law (statutory, common or otherwise), constitution,
ordinance, code, rule, regulation, order or other similar requirement enacted, adopted,
promulgated or applied by a Governmental Authority, and any terms and conditions of any grant
of approval, permission, authority or license of any Governmental Authority, that is binding upon
or applicable to such Person or Persons or its or their business, undertaking, property or
securities and emanate from a Person having jurisdiction over the Person or Persons or its or
their business, undertaking, property or securities, as the same may be amended from time to
time prior to the Effective Date;
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(g)

“ARC Request” has the meaning ascribed thereto in Section 3.3(d)(i);

(h)

“Arrangement” means the arrangement under the provisions of Section 193 of the ABCA, on the
terms and conditions set forth in the Plan of Arrangement;

(i)

“Articles of Arrangement” means the articles of arrangement in respect of the Arrangement
required under subsection 193(10) of the ABCA to be sent to the Registrar after the Final Order
has been granted, giving effect to the Arrangement;

(j)

“BOE/d” means barrels of oil equivalent per day based on a conversion ratio of six thousand
cubic feet of natural gas per one barrel of oil;

(k)

“Business Day” means a day on which banks are generally open for the transaction of
commercial business in Calgary, Alberta, but does not in any event include a Saturday or Sunday
or statutory holiday in Alberta;

(l)

“Cash Consideration” has the meaning ascribed thereto in the Plan of Arrangement;

(m)

“Certificate” has the meaning ascribed thereto in the Plan of Arrangement;

(n)

“Commissioner of Competition” means the Commissioner of Competition appointed under the
Competition Act and any Person authorized under the Competition Act to exercise the powers
and perform the duties of the Commissioner of Competition;

(o)

“Competition Act” means the Competition Act, R.S.C. 1985, c. C 34, as amended;

(p)

“Competition Act Approval” means:
(i)

the issuance of an advance ruling certificate under section 102 of the Competition Act;

(ii)

the Parties have given the notice required under section 114 of the Competition Act with
respect to the transactions contemplated by the Agreement and the applicable waiting
period under section 123 of the Competition Act has expired or been waived in
accordance with the Competition Act; or

(iii)

the obligation to submit a notification has been waived pursuant to subsection 113(c) of
the Competition Act,

and in the case of (ii) or (iii), Surge or MBOG (directly or through either Parties’ counsel) have
been advised in writing by the Commissioner of Competition that he does not, at that time, intend
to make an application under section 92 of the Competition Act for an order in respect of the
transactions contemplated by this Agreement (“No-Action Letter”), and the form of and any
terms and conditions attached to any such advice are acceptable to the Parties, acting
reasonably, and such advice has not been rescinded or amended;
(q)

“Confidential Information” has the meaning ascribed thereto in Section 3.4(g);

(r)

“Confidentiality Agreement” means the confidentiality agreements dated May 4, 2018 and
August 14, 2018, each between Surge and MBOG;

(s)

“Contract” means, with respect to a Party, a contract, lease, instrument, note, bond, debenture,
mortgage, agreement, arrangement or understanding, written or oral, to which such Party is a
Party or under which such Party is bound, has unfulfilled obligations or contingent liabilities or
under which such Party is owed unfulfilled obligations, whether known or unknown, and whether
asserted or not;
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(t)

“Court” means the Court of Queen’s Bench of Alberta;

(u)

“CRA” has the meaning ascribed thereto in Section 2.12;

(v)

“Depositary” has the meaning ascribed thereto in the Plan of Arrangement;

(w)

“Disclosed Personal Information” has the meaning ascribed thereto in Section 4.3(b);

(x)

“Dissent Rights” means the rights of dissent granted in favour of registered MBOG Shareholders
in respect of the Arrangement as described in the Plan of Arrangement and the Interim Order;

(y)

“distribution” means “distribution” or “distribution to the public”, as the case may be, as
defined under the Applicable Securities Laws; and “distribute” has a corresponding meaning;

(z)

“Effective Date” means the date the Arrangement becomes effective pursuant to the ABCA,
being the date shown on the Certificate;

(aa)

“Effective Time” means the time on the Effective Date when the Arrangement becomes effective
pursuant to the ABCA;

(bb)

“Encumbrances” means, in the case of property or an asset, all mortgages, pledges, charges,
liens, debentures, hypothecs, trust deeds, rights of first refusal, outstanding demands, burdens,
capital leases, assignments by way of security, security interests, conditional sales contracts or
other title retention agreements or similar interests or instruments charging, or creating a security
interest in, or against title to, such property or asset, or any part thereof or interest therein, and
any agreements, leases, options, easements, rights of way, restrictions, executions or other
charges or encumbrances (including notices or other registrations in respect of any of the
foregoing) (whether by Applicable Law, contract or otherwise) against title to any of the property
or asset, or any part thereof or interest therein;

(cc)

“Environment” means the natural environment (including soil, land surface or subsurface strata),
surface waters, groundwater, sediment, ambient air (including all layers of the atmosphere),
organic and inorganic matter and living organisms, and any other environmental medium or
natural resource and all sewer systems;

(dd)

“Environmental Approvals” means all permits, certificates, licences, authorizations, consents,
instructions, registrations, directions or approvals issued or required by Governmental Authorities
pursuant to Environmental Laws;

(ee)

“Environmental Laws” means all Applicable Laws relating in whole or in part to the protection of
the Environment and employee and public health and safety, and includes, without limitation,
those Applicable Laws relating to the storage, generation, use, handling, manufacture,
processing, labeling, advertising, sale, display, transportation, treatment, release and disposal of
Hazardous Substances;

(ff)

“Final Order” means the order of the Court approving the Arrangement pursuant to subsection
193(9) of the ABCA, as such order may be affirmed, amended or modified by the Court (with the
consent of each of MBOG and Surge, each acting reasonably) at any time prior to the Effective
Date or, if appealed, then, unless such appeal is withdrawn or denied, as affirmed or as amended
(provided that such amendment is acceptable to each of MBOG and Surge, each acting
reasonably) on appeal;

(gg)

“GAAP” has the meaning ascribed thereto in Section 1.8;

(hh)

“Governmental Authority” means any:
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(i)

multinational, federal, provincial, state, regional, municipal, local or other government or
any governmental or public department, central bank, court, tribunal, arbitral body,
commission, board, bureau, ministry or agency, domestic or foreign;

(ii)

any subdivision, agent, commission, board or authority of any of the foregoing;

(iii)

any quasi-governmental or private body exercising any regulatory, expropriation or taxing
authority under or for the account of any of the foregoing; and

(iv)

any stock exchange;

(ii)

“Governmental Authorization” means with respect to a Person, all licenses, permits,
certificates, consents, orders, grants, registrations, recognition orders, exemption relief orders,
no-action relief and other authorizations (including in connection with Environmental Laws) from
any Governmental Authority necessary in connection with its business as it is now being or
proposed to be conducted;

(jj)

“Hazardous Substances” means any element, waste or other substance whether natural or
artificial and whether consisting of gas, liquid, solid or vapour that is prohibited, listed, defined,
designated or classified as dangerous, hazardous, radioactive, explosive or toxic or a pollutant or
a contaminant under or pursuant to any applicable Environmental Laws, and specifically including
petroleum and all derivatives thereof or synthetic substitutes therefor and asbestos or asbestoscontaining materials or any substance which is deemed under Environmental Laws to be
deleterious to the Environment or worker or public health and safety;

(kk)

“Information Circular” means the notice of MBOG Meeting, the notice of Surge Meeting and the
accompanying joint management information circular of MBOG and Surge, together with all
appendices thereto, to be mailed or otherwise distributed by MBOG to the MBOG Shareholders
and Surge to the Surge Shareholders and such other securityholders of MBOG or Surge as may
be required pursuant to the Interim Order in connection with the MBOG Meeting and the Surge
Meeting pursuant to Applicable Laws;

(ll)

“Interim Order” means an interim order of the Court concerning the Arrangement under
subsection 193(4) of the ABCA containing declarations and directions with respect to the
Arrangement and the holding of the MBOG Meeting as such order may be affirmed, amended or
modified by the Court;

(mm)

“Liabilities” means any and all debts, liabilities and obligations of any nature whatsoever,
whether accrued or fixed, absolute or contingent, including those arising under any Applicable
Law, Contract, MBOG Lease, Governmental Authorization or other undertaking and as a result of
any act or omission, but specifically excludes the value of any hedges;

(nn)

“Material Adverse Change” or “Material Adverse Effect” means, with respect to either Party,
any fact or state of facts, circumstance, change, effect, occurrence or event that individually or in
the aggregate is, or would reasonably be expected to be, material and adverse to the condition
(financial or otherwise), business, operations, properties, licenses, affairs, assets, liabilities
(contingent or otherwise), capitalization, results of operations, cash flows or prospects of such
Party (taken as a whole), or will, or would reasonably be expected to, prevent, materially delay or
materially impair the ability of the Parties to consummate the transactions contemplated by this
Agreement, other than any fact, state of facts, circumstance, change, effect, occurrence or event
relating to or resulting from:
(i)

conditions affecting the oil and gas industry generally in jurisdictions in which such Party
carries on business, including, without limitation, changes in commodity prices, royalties,
GAAP, Applicable Laws or taxes;
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(ii)

general economic or financial conditions, currency exchange rates, or securities or credit
or commodity markets in Canada, the United States or elsewhere;

(iii)

any change in the market price of crude oil, natural gas or related hydrocarbons on a
current of forward basis;

(iv)

any matter which has been publicly disclosed prior to the date hereof or that is set forth in
either of the MBOG Disclosure Letter or the Surge Disclosure Letter, as applicable;

(v)

any changes or effects arising, directly or indirectly, from the Arrangement or any other
matters or actions permitted or contemplated by this Agreement, including any public
announcement of the foregoing, or consented to or approved in writing by the Other
Party; or

(vi)

with respect to Surge, a change in the market trading price or trading volume of the
Surge Shares (provided, however, that the causes underlying such changes may be
considered to determine whether such causes constitute a Material Adverse Change or
Material Adverse Effect),

provided, however, that (A) the change or effect referred to in clause (i), (ii) or (iii) above does not
primarily relate only to (or have the effect of primarily relating only to) the applicable Party or
disproportionately affects the applicable Party compared to other entities of similar size operating
in the oil and gas exploration, exploitation, development and production industry, in which case
the relevant exclusion from this definition of Material Adverse Change or Material Adverse Effect
referred to above shall not be applicable; and (B) references in certain sections of this Agreement
to dollar amounts are not intended to be, and shall not be deemed to be, illustrative or interpretive
for purposes of determining whether a “Material Adverse Change” or “Material Adverse Effect”
has occurred;
(oo)

“MBOG” means Mount Bastion Oil & Gas Corp., a corporation incorporated under the ABCA;

(pp)

“MBOG Arrangement Resolution” means the special resolution of MBOG Shareholders in
respect of the Arrangement to be considered at the MBOG Meeting substantially in the form
attached as Exhibit "B" hereto;

(qq)

“MBOG Assets” means all of the assets, properties, facilities, Governmental Authorizations,
rights or other privileges (whether contractual or otherwise) of, and securities owned by, MBOG,
and, for greater certainty, including the MBOG Leases and the MBOG Interests;

(rr)

“MBOG Board” means the board of directors of MBOG as it may be comprised from time to time;

(ss)

“MBOG Capital Budget” means the consolidated 2018 capital budget of MBOG, a copy of which
was included in the MBOG Disclosure Letter, as the same may be amended after the date hereof
by agreement of MBOG and Surge;

(tt)

“MBOG Termination Payments” means obligations of MBOG, pursuant to all employment,
director compensation programs, termination, severance, change of control, bonus and retention
plans or policies for severance, termination, change of control, bonus or retention payments, any
payments related to any incentive plan and any other payments MBOG is required by law or
contract or intends to make in connection with the termination of all employees of MBOG at the
Effective Time in accordance with the terms of this Agreement, arising out of or in connection with
the Arrangement;

(uu)

“MBOG Disclosure Letter” means the disclosure letter from MBOG to Surge dated the date
hereof;
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(vv)

“MBOG Fairness Opinion” means the opinion of National Bank Financial Inc. to the effect that,
as of the date of such opinion and based upon and subject to the assumptions, limitations and
qualifications set forth therein, the consideration to be received by MBOG Shareholders pursuant
to the Arrangement is fair, from a financial point of view, to the MBOG Shareholders;

(ww)

“MBOG Financial Advisor” means National Bank Financial Inc., or such other financial advisor
engaged by MBOG with the written consent of Surge (which consent will not be unreasonably
withheld or delayed);

(xx)

“MBOG Financial Advisory Agreement” means the engagement agreement between MBOG
and the MBOG Financial Advisor;

(yy)

“MBOG Financial Advisory Fees” means the fees or other amounts payable by MBOG under
the MBOG Financial Advisory Agreement;

(zz)

“MBOG Financial Statements” means, collectively, the audited financial statements of MBOG as
at and for the years ended December 31, 2017 and 2016, together with the notes thereto and the
auditors’ report thereon and the interim unaudited financial statements of MBOG for the three and
six month periods ended June 30, 2018, together with the notes thereto;

(aaa)

“MBOG Incentive Plan” means the stock option plan of MBOG in effect on the date hereof and
the agreements entered into thereunder;

(bbb)

“MBOG Incentives” means, collectively, the MBOG Options and the MBOG Warrants;

(ccc)

“MBOG Information” means all information to be included in the Information Circular describing
MBOG, the business, operations and affairs MBOG and the matters to be considered at the
MBOG Meeting;

(ddd)

“MBOG Interests” has the meaning ascribed thereto in Section 4.1(v);

(eee)

“MBOG Leases” has the meaning ascribed thereto in Section 4.1(v);

(fff)

“MBOG Lock-up Shareholders” means each of the directors and officers of MBOG and certain
other MBOG Shareholders, holding, directly or indirectly, not less than 70% of the MBOG Shares,
collectively.

(ggg)

“MBOG Material Contracts” has the meaning ascribed thereto in Section 4.1(ss);

(hhh)

“MBOG Meeting” means the special meeting of MBOG Shareholders to be held to consider the
MBOG Arrangement Resolution and related matters, and any adjournment(s) thereof;

(iii)

“MBOG Net Debt” means, the net debt of MBOG which includes any and all cash, bank debt,
working capital deficit (inclusive of accounts receivable, prepaid expenses and deposits,
inventory, accounts payable and dividends payable), current tax liabilities, and any and all other
liabilities and audit adjustments, in each case with respect to each of the foregoing liabilities,
inclusive of any and all accrued liabilities, excluding the mark to market value of financial
instruments, liabilities related to the MBOG Incentives, deferred taxes and decommissioning
provision, calculated in accordance with GAAP, which for greater certainty, shall exclude the
MBOG Transaction Costs;

(jjj)

“MBOG Options” means options granted pursuant to the MBOG Incentive Plan;

(kkk)

“MBOG Plans” has the meaning ascribed thereto in Section 4.1(tt);
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(lll)

“MBOG Reserves Report” has the meaning ascribed thereto in Section 4.1(mm);

(mmm) “MBOG Shareholders” means holders of MBOG Shares;
(nnn)

“MBOG Shares” means the common shares in the capital of MBOG;

(ooo)

“MBOG Termination Fee” has the meaning ascribed thereto in Section 6.1;

(ppp)

“MBOG Third Party Beneficiaries” has the meaning ascribed thereto in Section 10.10;

(qqq)

“MBOG Transaction Costs” means all costs and expenses incurred by MBOG in connection
with the transactions contemplated by this Agreement, including all legal, accounting,
engineering, financial advisory (including the MBOG Financial Advisory Fees and the costs of the
MBOG Fairness Opinion), severance, bonuses, printing and other administrative or professional
fees, costs and expenses of third parties incurred by MBOG or the MBOG Board (or any
committee thereof), and all amounts payable by MBOG in respect of the Arrangement, including
the costs of obtaining “run off” directors’ and officers’ liability insurance in accordance with
Section 2.8, and including the MBOG Termination Payments;

(rrr)

“MBOG Warrants” means the performance warrants of MBOG, each such MBOG Warrant
entitling the holder to acquire one (1) MBOG Share pursuant to the terms of the warrant
certificate representing such MBOG Warrants;

(sss)

“MBOG Working Capital” means an amount determined in accordance with GAAP equal to the
aggregate of the current assets of MBOG less all of MBOG’s current liabilities, provided that such
amount shall not include unrealized gains and losses on financial instruments or hedges, or any
MBOG Transaction Costs payable under this Agreement;

(ttt)

“misrepresentation”, “material change” and “material fact” shall have the meanings ascribed
thereto under Applicable Securities Laws;

(uuu)

“No-Action Letter” has the meaning ascribed thereto in Section 1.1(p).

(vvv)

“Non-Resident Vendor” has the meaning ascribed thereto in Section 2.12.

(www) “Other Party” means, with respect to:
(i)

MBOG, Surge; and

(ii)

Surge, MBOG;

(xxx)

“Outside Date” means November 15, 2018 or such other date as the Parties may agree in
writing;

(yyy)

“Parties” means MBOG or Surge, and “Party” means any one of them;

(zzz)

“Permitted Encumbrances” means: (i) any overriding royalties, net profits interests or other like
encumbrances applicable to the interests of a Party in respect of its petroleum and natural gas
rights and leases and all related tangibles, equipment, facilities and miscellaneous interests to the
extent taken into account in the MBOG Reserves Report or the Surge Reserves Report, as
applicable; (ii) easements, rights of way, servitudes or other similar rights, including, without
limitation, rights of way for highways, railways, sewers, drains, gas or oil pipelines, gas or water
mains, electric light, power, telephone or cable television towers, poles, and wires; (iii) the
regulations and any rights reserved to or vested in any municipality or governmental, statutory or
public authority to levy taxes or to control or regulate any Party’s interests in any manner,
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including, without limitation, the right to control or regulate production rates and the conduct of
operations; (iv) statutory exceptions to title and the reservations, limitations and conditions in any
grants or transfers from the Crown of mines and minerals; (v) undetermined or inchoate liens
incurred or created in the ordinary course of business as security for a Party’s share of the costs
and expenses of the development or operation of any of its assets, which costs and expenses are
not delinquent as of the Effective Time; (vi) undetermined or inchoate mechanics’ liens and
similar liens for which payment for services rendered or goods supplied is not delinquent as of the
Effective Time; (vii) liens granted in the ordinary course of business to a Governmental Authority
respecting operations pertaining to petroleum and natural gas rights; and (viii) any Encumbrances
under a Party’s existing credit facility in existence on the date of this Agreement;
(aaaa) “Person” includes any individual, firm, partnership, joint venture, venture capital fund,
association, trust, trustee, executor, administrator, legal personal Representative, estate group,
body corporate, corporation, unincorporated association or organization, Governmental Authority,
syndicate or other entity, whether or not having legal status;
(bbbb) “Plan of Arrangement” means the plan of arrangement under the ABCA in the form set forth in
Exhibit "A" to this Agreement, as such plan of arrangement may be amended or supplemented
from time to time in accordance with the terms thereof and Article 7 hereof;
(cccc) “Registrar” means the Registrar of Corporations or a Deputy Registrar of Corporations appointed
under Section 263 of the ABCA;
(dddd) “Representatives” has the meaning ascribed thereto in Section 3.4(a);
(eeee) “Securities Act” means the Securities Act, R.S.A. 2000, c. S-4, as amended;
(ffff)

“Securities Authorities” means, collectively, the securities commissions or similar securities
regulatory authorities in each of the Provinces or Territories of Canada;

(gggg) “Share Consideration” has the meaning ascribed thereto in the Plan of Arrangement;
(hhhh) “Sproule” means Sproule Associates Limited;
(iiii)

“subsidiary” has the meaning ascribed thereto in the Securities Act (and shall include all trusts or
partnerships directly or indirectly owned or controlled by a Person);

(jjjj)

“Superior Proposal” means an unsolicited written bona fide Acquisition Proposal made after the
date hereof from a Person (other than Surge):
(i)

that is not subject to any financing condition, and in respect of any funds required to
complete the Acquisition Proposal, such funds have been demonstrated to be readily
available to the satisfaction of the MBOG Board, acting in good faith (after receipt of
advice from its financial advisors and outside legal counsel);

(ii)

that the MBOG Board has determined in good faith (after receipt of advice from its
financial advisors and outside legal counsel) is capable of being completed in accordance
with its terms without undue delay, taking into account all financial, legal regulatory and
other aspects of such proposal and the Person making such proposal;

(iii)

that is in compliance with all Applicable Laws;

(iv)

that did not result from or involve a breach of Section 3.4;
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(v)

that is not subject to any due diligence or access condition, other than to permit access to
the books, records or personnel of MBOG which is not more extensive than that which
would customarily be provided for confirmatory due diligence purposes; and

(vi)

in respect of which the MBOG Board determined in good faith (after the receipt of advice
from their legal counsel with respect to (A) and its financial advisors with respect to (B))
that: (A) in each case as reflected in the minutes of the MBOG Board, in the case of
paragraph 3.4(b)(vi)(A) failure to take such action would be inconsistent with its fiduciary
duties, and in the case of paragraphs 3.4(b)(vii) and 3.4(d) failure to recommend such
Acquisition Proposal to MBOG Shareholders would be inconsistent with its fiduciary
duties, and (B) such Acquisition Proposal, taking into account all of the terms and
conditions thereof, if consummated in accordance with its terms (but not assuming away
any risk of non-completion), would result in a transaction more favourable to MBOG
Shareholders from a financial point of view than the transactions contemplated by this
Agreement (including in each case after taking into account any modifications to this
Agreement proposed by the Parties as contemplated by Section 3.4(e));

(kkkk) “Support and Lock-up Agreements” means an agreement to be entered into between Surge,
and each MBOG Lock-up Shareholder, in form satisfactory to each of MBOG and Surge, acting
reasonably, pursuant to which such MBOG Lock-up Shareholders agree with Surge, among other
things:
(i)

to vote any MBOG Shares that such MBOG Lock-up Shareholder, directly or indirectly,
beneficially owns or controls or over which the MBOG Lock-up Shareholder exercises
control, in favour of the MBOG Arrangement Resolution and otherwise support the
transactions contemplated by this Agreement; and

(ii)

not to directly or indirectly sell any of the Surge Shares so acquired by the MBOG Lockup Shareholder pursuant to the Arrangement as follows:
(A)

for a period of three months, as to one-third of the Surge Shares acquired by
such MBOG Lock-up Shareholder pursuant to the Arrangement;

(B)

for a period of six months, as to one-third of the Surge Shares acquired by such
MBOG Lock-up Shareholder pursuant to the Arrangement; and

(C)

for a period of nine months, as to the remaining one-third of the Surge Shares
acquired by such MBOG Lock-up Shareholder pursuant to the Arrangement,

other than, with the prior written approval of Surge (which approval will not be
unreasonably withheld or delayed), pursuant to a pre-arranged block trade of such Surge
Shares not through the facilities of the TSX nor through any other stock exchange nor
trading platform and such other exceptions as may be agreed by Surge and the MBOG
Lock-up Shareholder;
(llll)

“Surge” means Surge Energy Inc., a corporation incorporated under the ABCA;

(mmmm)

“Surge Balance Sheet” has the meaning ascribed thereto in Section 4.2(x);

(nnnn) “Surge Board” means the board of directors of Surge, as it may be comprised from time to time;
(oooo) “Surge Credit Facility” means Surge’s credit facility with a syndicate of Canadian chartered
banks, consisting of a revolving credit facility in the amount of $320 million and a $30 million
operating facility;
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(pppp) “Surge Damages Event” has the meaning ascribed thereto in Section 6.2;
(qqqq) “Surge Disclosure Letter” means the disclosure letter from Surge to MBOG dated the date
hereof;
(rrrr)

“Surge Financial Statements” means, collectively, the audited consolidated financial statements
of Surge as at and for the years ended December 31, 2017 and 2016, together with the notes
thereto and the auditors’ report thereon and the interim unaudited financial statements of Surge
for the three and six month periods ended June 30, 2018, together with the notes thereto;

(ssss) “Surge Information” means all information to be included in the Information Circular (including in
documents incorporated by reference) describing Surge, the business, operations and affairs of
Surge and the matters to be considered at the Surge Meeting;
(tttt)

“Surge Interests” has the meaning ascribed thereto in Section 4.2(v);

(uuuu) “Surge Issuance Resolution” means the ordinary resolution of Surge Shareholders in respect of
the issuance of Surge Shares pursuant to the Arrangement and such other matters as may be
required by the TSX to be considered at the Surge Meeting;
(vvvv) “Surge LTIP” means the Surge stock incentive plan dated March 15, 2017 and the agreements
entered into thereunder;
(wwww) “Surge Meeting” means the meeting of Surge Shareholders to be held to consider the Surge
Issuance Resolution and such other matters as may properly be brought before the meeting, and
any adjournment(s) thereof;
(xxxx) “Surge PSAs” means performance share awards granted pursuant to the Surge LTIP;
(yyyy) “Surge Public Record” means all information, documents and reports filed by or on behalf of
Surge on or after January 1, 2018 with the Securities Authorities, in compliance, or intended
compliance, with any Applicable Securities Laws which is available for public viewing on the
SEDAR website under Surge’s profile at www.sedar.com;
(zzzz)

“Surge Reserves Report” has the meaning ascribed thereto in Section 4.2(r);

(aaaaa) “Surge RSAs” means restricted share awards granted pursuant to the Surge LTIP;
(bbbbb) “Surge Shareholders” means the holders of Surge Shares;
(ccccc) “Surge Shares” means the common shares in the capital of Surge;
(ddddd) “Surge Subsidiaries” means, collectively, Surge General Partnership and 1413942 Alberta Ltd.;
(eeeee) “Surge Termination Fee” has the meaning ascribed thereto in Section 6.2;
(fffff)

“Tax” or “Taxes” shall mean any and all taxes, duties, fees, excises, premiums, assessments,
imposts, levies and other charges or assessments of any kind whatsoever however denominated,
including any interest, penalties or other additions that may become payable in respect thereof,
imposed by any Taxing Authority, whether computed on a separate, consolidated, unitary,
combined or other basis, which taxes shall include, without limiting the generality of the foregoing,
all income or profits taxes (including, but not limited to, federal income taxes and provincial
income taxes), payroll and employee withholding taxes, employment insurance premiums,
unemployment insurance, social insurance taxes, Canada Pension Plan contributions, sales, use
and goods and services taxes, value added taxes, ad valorem taxes, excise taxes, franchise
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taxes, gross receipts taxes, environmental taxes, capital taxes, production taxes, recapture,
withholding taxes, employee health taxes, surtaxes, customs, import and export taxes, business
license taxes, occupation taxes, real and personal property taxes, stamp taxes, environmental
taxes, transfer taxes, workers’ compensation and other governmental charges, and other
obligations of the same or of a similar nature to any of the foregoing, which a Party, or any of its
subsidiaries, as applicable, is required to pay, withhold, remit or collect;
(ggggg) “Tax Act” means the Income Tax Act (Canada), R.S.C. 1985, c. 1 (5th Supp.), including the
regulations promulgated thereunder;
(hhhhh) “Tax Pools” means undepreciated capital cost of any particular class of depreciable property,
earned depletion base, cumulative Canadian exploration expense, cumulative Canadian
development expense, cumulative Canadian oil and gas property expense, foreign exploration
and development expense, capital losses, non-capital losses, cumulative eligible capital, share
issue and loan financing costs and investment tax credits, all as defined in the Tax Act, and
financing expenses referred to in paragraph 20(1)(e) of the Tax Act;
(iiiii)

“Tax Returns” shall mean all reports, estimates, elections, notices, filings, designations, forms,
declarations of estimated tax, information statements and returns relating to, or required to be
supplied to any Taxing Authority in connection with, any Taxes (including any attached
schedules, estimated tax returns, withholding tax returns, and information returns and reports),
including any amendments thereto;

(jjjjj)

“Taxing Authority” shall mean any Governmental Authority responsible for the imposition of any
Tax (domestic or foreign);

(kkkkk) “threatened” when used in relation to legal action or any other matter, means that a written
demand or statement has been made or a written notice has been given that such legal action or
other matter is to be asserted, commenced, taken or otherwise pursued in the future or that an
event has occurred or circumstances exist that would lead a reasonable Person to conclude that
such legal action or other matter is likely to be asserted, commenced, taken or otherwise pursued
in the future;
(lllll)

“TSX” means the Toronto Stock Exchange;

(mmmmm)
“United States” means the United States of America, its territories and possessions, any
state of the United States, and the District of Columbia; and
(nnnnn) “U.S. Securities Act” means the United States Securities Act of 1933, as amended, and the
rules, regulations and orders promulgated thereunder.
1.2

Interpretation Not Affected by Headings, etc.

The division of this Agreement into articles, sections and subsections is for convenience of reference only
and does not affect the construction or interpretation of this Agreement. The terms “this Agreement”,
“hereof”, “herein” and “hereunder” and similar expressions refer to this Agreement and not to any
particular Article, Section or other portion hereof and include any agreement or instrument supplementary
or ancillary hereto.
1.3

Number and Gender

Words importing the singular number include the plural and vice versa and words importing the use of
any gender include all genders.
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1.4

Date for Any Action

If any date on which any action is required to be taken hereunder by either Party is not a Business Day,
such action is required to be taken on the next succeeding day which is a Business Day.
1.5

Entire Agreement

This Agreement, the Confidentiality Agreement, the Surge Disclosure Letter and the MBOG Disclosure
Letter, together with the agreements and documents herein and therein referred to, constitute the entire
agreement between the Parties pertaining to the subject matter hereof and supersede all prior
agreements, understandings, negotiations and discussions, whether oral or written, between the Parties
with respect to the subject matter hereof. To the extent of any inconsistency between this Agreement and
the Confidentiality Agreement, this Agreement shall supersede the Confidentiality Agreement.
1.6

Statute and Agreement References

Any reference in this Agreement to any statute or any section thereof shall, unless otherwise expressly
stated, be deemed to be a reference to such statute or section as amended, restated or re-enacted from
time to time. References to any agreement or document shall be to such agreement or document
(together with all schedules and exhibits thereto), as it may have been or may hereafter be amended,
supplemented, replaced or restated from time to time.
1.7

Currency

All sums of money that are referred to in this Agreement are expressed in lawful money of Canada unless
otherwise noted.
1.8

Accounting Matters

Unless otherwise stated, all accounting terms used in this Agreement shall have the meanings
attributable thereto under generally accepted accounting principles (“GAAP”) from time to time approved
by the Chartered Professional Accountants of Canada, or any successor institute, which, for greater
certainty, shall include International Financial Reporting Standards, and all determinations of an
accounting nature required to be made shall be made in accordance with GAAP applicable as at the date
on which such calculation is made or required to be made on a basis consistent with preceding years but
subject to the adoption of any new accounting principles and rules and the transition rules pertaining
thereto.
1.9

Interpretation Not Affected by Party Drafting

The Parties hereto acknowledge that their respective legal counsel have reviewed and participated in
settling the terms of this Agreement, and the Parties agree that any rule of construction to the effect that
any ambiguity is to be resolved against the drafting party will not be applicable in the interpretation of this
Agreement.
1.10

Knowledge

Where any representation or warranty contained in this Agreement is expressly qualified by reference to
the knowledge of MBOG or Surge, as applicable, it refers to the actual knowledge of the President, Chief
Executive Officer, Chief Financial Officer and any Vice President of MBOG in respect of MBOG, and the
President, Chief Executive Officer, Chief Operating Officer and any Vice President of Surge in respect of
Surge, in each case after reasonable inquiry and in each case in their capacity as officers of MBOG or
Surge, as applicable, and not in their personal capacity, as of the date of this Agreement and does not
include the knowledge or awareness of any other individual or any constructive, implied or imputed
knowledge.
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1.11

Enforceability

All representations, warranties, covenants and opinions in or contemplated by this Agreement as to the
enforceability of any covenant, agreement or document are subject to enforceability being limited by
applicable bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and other laws relating
to or affecting creditors’ rights generally, and the discretionary nature of certain remedies (including
specific performance and injunctive relief and general principles of equity).
1.12

Exhibits

The following exhibits attached hereto are incorporated into and form an integral part of this Agreement:
Exhibit "A" —
Exhibit "B" —
Exhibit "C" —

Plan of Arrangement
MBOG Arrangement Resolution
Surge Issuance Resolution
ARTICLE 2
THE ARRANGEMENT

2.1

Plan of Arrangement

(a)

The Parties agree to carry out the Arrangement pursuant to which (among other things):
(i)

the Arrangement shall be implemented in accordance with and subject to the terms and
conditions contained in this Agreement and the Plan of Arrangement;

(ii)

as soon as reasonably practicable, but in any event not later than September 21, 2018 or
such other date as is agreed to by the Parties, MBOG shall apply to the Court, in a
manner reasonably acceptable to MBOG and Surge, pursuant to section 193(4) of the
ABCA for the Interim Order and thereafter diligently seek the Interim Order as provided
for in Section 2.2 hereof, and, upon receipt thereof, MBOG and Surge shall forthwith
carry out the terms of the Interim Order to the extent applicable to it;

(iii)

provided all necessary approvals for the MBOG Arrangement Resolution and Surge
Issuance Resolution are obtained from the MBOG Shareholders and Surge
Shareholders, respectively, MBOG shall submit the Arrangement to the Court and apply
for the Final Order; and

(iv)

upon the issuance of the Final Order and subject to the satisfaction or waiver of the
conditions precedent in Article 5, Surge shall forthwith proceed to file the Articles of
Arrangement, the Final Order and such other documents as may be required to give
effect to the Arrangement with the Registrar pursuant to subsection 193(9) of the ABCA,
whereupon the transactions comprising the Arrangement shall occur and shall be
deemed to have occurred in the order set forth therein without any further act or formality.

(b)

The Arrangement shall be structured such that on the Effective Date the issuance of the Surge
Shares issuable to the MBOG Shareholders, pursuant to the Arrangement and all other trades of
securities pursuant to the Arrangement will be made in compliance with Applicable Securities
Laws.

(c)

The Arrangement shall be structured and executed such that, assuming the Court considers the
fairness of the terms and conditions of the Arrangement and grants the Final Order, the issuance
of the Surge Shares issuable to MBOG Shareholders under the Arrangement will not require
registration under the U.S. Securities Act, in reliance upon Section 3(a)(10) thereof. Each Party
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agrees to act in good faith, consistent with the intent of the Parties and the intended treatment of
the Arrangement as set out in this Section 2.1(c).
2.2

Interim Order

The notice of originating application for the Interim Order shall request that the Interim Order shall
provide:
(a)

for the calling and holding of the MBOG Meeting, including the record date for determining the
Persons to whom notice of the MBOG Meeting is to be provided and for determining the Persons
entitled to vote at the MBOG Meeting and for the manner in which such notice is to be provided;

(b)

that the securities of MBOG for which holders as at the record date established for the MBOG
Meeting shall be entitled to vote on the MBOG Arrangement Resolution shall be the MBOG
Shares;

(c)

that the MBOG Shareholders as at the record date established for the MBOG Meeting shall be
entitled to vote on the MBOG Arrangement Resolution, with each MBOG Shareholder being
entitled to one vote for each MBOG Share held by such holder;

(d)

that the requisite level of approval of the MBOG Arrangement Resolution shall be two-thirds of
the votes cast in respect of the MBOG Arrangement Resolution by the MBOG Shareholders
present in person or by proxy and entitled to vote at the MBOG Meeting;

(e)

except as required by Applicable Law, the record date for the MBOG Shareholders entitled to
notice of and to vote at the MBOG Meeting will not change in respect or as a consequence of any
adjournment(s) or postponement(s) of the MBOG Meeting;

(f)

that the MBOG Meeting may be adjourned or postponed from time to time by MBOG in
accordance with this Agreement without the need for additional approval by the Court; and

(g)

rights of dissent shall be granted to those MBOG Shareholders who are registered MBOG
Shareholders as provided for in the Plan of Arrangement.

2.3

Information Circular and Meetings

As promptly as practical following the execution of this Agreement and in compliance with Applicable
Laws:
(a)

MBOG shall prepare the MBOG Information for inclusion in the Information Circular in a timely
and expeditious manner;

(b)

Surge shall prepare the Surge Information for inclusion in the Information Circular in a timely and
expeditious manner;

(c)

MBOG shall cause the Information Circular to be mailed to the MBOG Shareholders and filed with
applicable Governmental Authorities in all jurisdictions where the same are required to be mailed
and filed;

(d)

Surge shall cause the Information Circular to be mailed to the Surge Shareholders and filed with
applicable Governmental Authorities in all jurisdictions where the same are required to be mailed
and filed;

(e)

MBOG shall convene and conduct the MBOG Meeting in accordance with the Interim Order, the
terms, restrictions and conditions of MBOG’s articles, by-laws and Applicable Laws on or about
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October 24, 2018, subject to Section 2.3(h), for the purpose of considering the MBOG
Arrangement Resolution and for any other proper purpose as may be set out in the Information
Circular, set the record date for the MBOG Shareholders entitled to vote at the MBOG Meeting as
promptly as practicable if such date has not already been set and not adjourn, postpone or cancel
(or propose the adjournment, postponement or cancellation of) the MBOG Meeting without the
prior written consent of Surge, acting reasonably, except as required for quorum purposes;
(f)

Surge shall convene and conduct the Surge Meeting in accordance with the terms, restrictions
and conditions of Surge’s articles, by-laws and Applicable Laws on or about October 24, 2018,
subject to Section 2.3(j), for the purpose of considering the Surge Issuance Resolution and for
any other proper purpose as may be set out in the Information Circular, set the record date for the
Surge Shareholders entitled to vote at the Surge Meeting as promptly as practicable if such date
has not already been set and not adjourn, postpone or cancel (or propose the adjournment,
postponement or cancellation of) the Surge Meeting without the prior written consent of MBOG,
acting reasonably, except as required for quorum purposes;

(g)

MBOG shall use commercially reasonable efforts to solicit proxies in favour of the approval of the
MBOG Arrangement Resolution and will:
(i)

as promptly as reasonably practicable, advise Surge, at such times as Surge may
reasonably request and at least on a daily basis on each of the last seven (7) Business
Days prior to the date of the MBOG Meeting as to the aggregate tally of the proxies
received by MBOG in respect of the MBOG Arrangement Resolution;

(ii)

as promptly as reasonably practicable, advise Surge of any purported exercise or
withdrawal of rights of dissent, if MBOG receives any written notice of dissent, and of any
written communications sent by or on behalf of MBOG to any MBOG Shareholder
exercising or purporting to exercise rights of dissent (and provide copies to Surge); and

(iii)

not make any payment or settlement offer, or agree to any payment or settlement with
respect to rights of dissent without the prior written consent of Surge;

(h)

in the event that, following receipt of the tally of proxies referred to in Section 2.3(g), quorum will
not be present at the MBOG Meeting, or the MBOG Arrangement Resolution is unlikely to receive
the requisite approval, MBOG shall adjourn or postpone the MBOG Meeting, provided that the
MBOG Meeting, so adjourned or postponed, shall be held at least five Business Days after but
not later than 10 Business Days after the date on which the MBOG Meeting was originally
scheduled;

(i)

Surge shall use commercially reasonable efforts to solicit proxies in favour of the approval of the
Surge Issuance Resolution and will, as promptly as reasonably practicable, advise MBOG, at
such times as MBOG may reasonably request and at least on a daily basis on each of the last
seven (7) Business Days prior to the date of the Surge Meeting as to the aggregate tally of the
proxies received by Surge in respect of the Surge Issuance Resolution;

(j)

in the event that, following receipt of the tally of proxies referred to in Section 2.3(h), quorum will
not be present at the Surge Meeting, or the Surge Issuance Resolution is unlikely to receive the
requisite approval, Surge shall adjourn or postpone the Surge Meeting, provided that the Surge
Meeting, so adjourned or postponed, shall be held at least five Business Days after but not later
than 10 Business Days after the date on which the Surge Meeting was originally scheduled;

(k)

the Parties shall prepare the Information Circular and other relevant documentation, in
consultation with each other, and each of the Parties shall ensure that the Information Circular
provides MBOG Shareholders and Surge Shareholders with information in sufficient detail to
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permit them to form a reasoned judgment concerning the matters before them, in all cases
ensuring compliance in all material respects with all Applicable Securities Laws;
(l)

the MBOG Information in the Information Circular must include: (i) a copy of the MBOG Fairness
Opinion; (ii) a statement that the MBOG Board has unanimously determined that the
consideration to be received by MBOG Shareholders pursuant to the Arrangement is fair to
MBOG Shareholders; and (iii) a statement that the MBOG Board has received the MBOG
Fairness Opinion and that the MBOG Board has unanimously determined that the Arrangement is
in the best interests of MBOG and unanimously recommend that the MBOG Shareholders vote in
favour of the MBOG Arrangement Resolution;

(m)

the Surge Information in the Information Circular must include a statement that the Surge Board
unanimously recommends (with Daryl Gilbert abstaining) that the Surge Shareholders vote in
favour of the Surge Issuance Resolution; and

(n)

each Party shall promptly notify the Other Party if it becomes aware that the Information Circular
contains a misrepresentation, or otherwise requires an amendment or supplement. The Parties
shall cooperate in the preparation of any such amendment or supplement as required or
appropriate, and MBOG and Surge shall promptly mail, file or otherwise publicly disseminate any
such amendment or supplement to the MBOG Shareholders and Surge Shareholders and, if
required by the Court or by Applicable Laws, file the same with the applicable Governmental
Authority.

2.4

Preparation of Filings

(a)

MBOG and Surge shall cooperate in:
(i)

(ii)

seeking the Interim Order and the Final Order, including by:
(A)

MBOG providing Surge on a timely basis any information required to be supplied
by MBOG concerning itself in connection therewith;

(B)

Surge providing MBOG on a timely basis any information required to be supplied
by Surge concerning itself in connection therewith; and

(C)

MBOG shall provide Surge and legal counsel to Surge with reasonable
opportunity to review and comment upon drafts of all material to be filed with the
Court in connection with the Arrangement, and shall give reasonable
consideration to all such comments. MBOG shall also provide legal counsel to
Surge on a timely basis with copies of any notice of appearance and evidence
served on MBOG or its legal counsel in respect of the application for the Final
Order or any appeal therefrom. Subject to Applicable Laws, MBOG shall not file
any material with the Court in connection with the Arrangement or serve any
such material, and shall not agree to modify or amend materials so filed or
served, except with Surge’s prior written consent, such consent not to be
unreasonably withheld, conditioned or delayed; provided that nothing herein shall
require Surge to agree or consent to any increase in the consideration to be
received by the MBOG Shareholders or other modification or amendment to such
filed or served materials that expands or increases Surge’s obligations, or
diminishes or limits Surge’s rights, set forth in any such filed or served materials
or under this Agreement;

the taking of all such action as may be required under the ABCA, Applicable Securities
Laws and Applicable Laws in connection with the transactions contemplated by this
Agreement and the Plan of Arrangement.
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(b)

Each of MBOG and Surge shall promptly furnish to the Other Party all information concerning it
as may be required for the effectuation of the actions described in Section 2.1 and the foregoing
provisions of this Section 2.4, and each covenants that no information furnished by it in
connection with such actions or otherwise in connection with the consummation of the
Arrangement and the other transactions contemplated by this Agreement will contain any
misrepresentation at the time such information is filed with the Court or printed for distribution to
the securityholders of the Parties, as the case may be.

(c)

No Party shall file any material with the Court in connection with the Arrangement or serve any
such material or agree to modify or amend materials so filed or served except as contemplated
hereby or with the prior written consent of the Other Party, such consent not to be unreasonably
withheld, conditioned or delayed.

2.5

Treatment of MBOG Incentives

(a)

The MBOG Disclosure Letter includes a list of all MBOG Incentives outstanding on the date
hereof, including without limitation the following: (i) the names of the holders of the MBOG
Incentives; (ii) the date of grant and the date of expiry of all MBOG Incentives; (iii) the exercise
price of each MBOG Incentive; and (iv) the number of MBOG Incentives held by each holder
thereof.

(b)

The Parties acknowledge and agree that, conditional upon the occurrence of the Effective Time,
the vesting and payment of all outstanding in-the-money MBOG Incentives will occur immediately
prior to the Effective Time, and the holders of all in-the-money MBOG Incentives will be paid, on a
cashless basis, the number of MBOG Shares equal to the in-the-money amount of the MBOG
Incentives (based on a value of $1.863 per MBOG Share), after deducting an amount of Taxes
that MBOG is required to remit to a taxing authority in respect of the vesting and payment of such
MBOG Incentives.

(c)

The Parties acknowledge and agree that, conditional upon the occurrence of the Effective Time,
the holders of all out-of-the-money MBOG Incentives shall surrender such MBOG Incentives to
MBOG for cancellation for an aggregate payment of $1.00 to each holder of such out-of-themoney MBOG Incentives, regardless of the number of MBOG Incentives held by such holder.

(d)

The directors of MBOG will take all such actions as are necessary or desirable to effect the
provisions of this Section 2.5, subject to the terms and conditions of this Agreement.

2.6

MBOG Employees

The Parties acknowledge that the employment of all officers and employees of MBOG shall be terminated
at the Effective Time and the officers and employees of MBOG shall be entitled to receive the MBOG
Termination Payments. The MBOG Termination Payments, less all withholding Taxes, shall be paid by
MBOG at the Effective Time or as soon as practicable thereafter concurrent with, and subject to, the
execution of a full and final release (from those receiving severance payments) from the payee to MBOG
in such form as is acceptable to Surge and MBOG, acting reasonably. MBOG shall use commercially
reasonable efforts to obtain an executed copy of such full and final release from every such officer and
employee prior to the Effective Time.
2.7

Articles of Arrangement and Effective Date

(a)

Surge shall file the Articles of Arrangement with the Registrar as soon as practicable and, in any
event, within two Business Days of the satisfaction or, where not prohibited, the waiver by the
applicable Party in whose favour the condition is, of the conditions set out in Article 5 (excluding
conditions, that by their terms, cannot be satisfied until the Effective Date, but subject to the
satisfaction or, where not prohibited, the waiver by the applicable Party in whose favour the
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condition is, of those conditions at the Effective Date), unless another time or date is agreed to in
writing by the Parties.
(b)

The Arrangement shall become effective at the Effective Time on the Effective Date. The Parties
shall use their reasonable commercial efforts to cause the Effective Date to occur on or about
October 24, 2018 or as soon thereafter as reasonably practicable and, in any event, by the
Outside Date.

(c)

The closing of the Arrangement will take place at the offices of legal counsel to Surge, or at such
other location as may be agreed by the Parties.

2.8

Directors’ and Officers’ Insurance

Prior to the Effective Time, MBOG shall purchase customary “tail” policies of directors’ and officers’
liability insurance providing protection no less favourable in the aggregate to the protection provided by
the policies maintained by MBOG which are in effect immediately prior to the Effective Date and providing
protection in respect of claims arising from facts or events which occurred on or prior to the Effective Date
and Surge will, or will cause MBOG to, maintain such tail policies in effect without any reduction in scope
or coverage for six years from the Effective Date; provided that the cost of such policies shall not exceed
200% of MBOG’s current annual aggregate premium for directors’ and officers’ liability policies currently
maintained by MBOG. The cost of such insurance shall be included in the calculation of the MBOG
Transaction Costs.
2.9

Recommendation of MBOG Board

The MBOG Board has unanimously:
(a)

determined that the Arrangement is in the best interests of MBOG;

(b)

determined that the consideration to be received by MBOG Shareholders pursuant to the
Arrangement is fair, from a financial point of view, to MBOG Shareholders;

(c)

approved the Arrangement and the entering into of this Agreement; and

(d)

resolved to recommend that MBOG Shareholders vote in favour of the MBOG Arrangement
Resolution.

Notice of such approvals, determinations and resolution shall, subject to the terms hereof, be included in
the Information Circular.
2.10

Recommendation of Surge Board

The Surge Board has unanimously:
(a)

determined that the Arrangement is in the best interests of Surge;

(b)

approved the Arrangement and the entering into of this Agreement; and

(c)

resolved to recommend that Surge Shareholders vote in favour of the Surge Issuance Resolution.

Notice of such approvals, determinations and resolution shall, subject to the terms hereof, be included in
the Information Circular.
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2.11

Dissenting Shareholders

Registered MBOG Shareholders entitled to vote at the MBOG Meeting may exercise Dissent Rights with
respect to their MBOG Shares in connection with the Arrangement pursuant to and in the manner set
forth in the Plan of Arrangement and the Interim Order. MBOG shall give Surge prompt notice of any
written notice of a dissent, withdrawal of such notice, and any other instruments served pursuant to such
Dissent Rights and received by MBOG and promptly provide Surge with copies of such notices and
written objections and all other correspondence related thereto.
2.12

Tax Withholdings

(a)

MBOG and Surge shall be entitled to deduct and withhold from any consideration otherwise
payable to any MBOG Shareholder and, for greater certainty, from any amount payable to a
MBOG Shareholder who has validly exercised, and not withdrawn, Dissent Rights, as the case
may be, under the Plan of Arrangement, such amounts as MBOG or Surge is required to deduct
and withhold from such consideration in accordance with applicable Tax laws and administrative
policies of the Canada Revenue Agency (“CRA”). Any such amounts will be deducted and
withheld from the consideration payable pursuant to the Plan of Arrangement in accordance with
this Agreement, and shall be treated for all purposes as having been paid to the MBOG
Shareholder in respect of which such deduction and withholding was made, provided that such
withheld amounts are actually remitted to the appropriate Taxing Authority. MBOG and Surge
shall be authorized to sell or otherwise dispose of such portion of the consideration as is
necessary to provide sufficient funds to MBOG and Surge, as the case may be, to enable it to
comply with its deduction or withholding requirements and MBOG and Surge shall notify the
holder thereof and remit any unapplied balance of the net proceeds of such sale to such holder;
and

(b)

Each MBOG Shareholder that is a non-resident of Canada or a partnership other than a
Canadian partnership (a “Non-Resident Vendor”) for purposes of the Tax Act shall be subject to
Section 5.9 of the Plan of Arrangement in respect of the Cash Consideration and/or Share
Consideration payable to such Non-Resident Vendor pursuant to the Arrangement; provided,
however, that any escrow agreement entered into in accordance with Section 5.9 of the Plan of
Arrangement shall be in such form and substance as MBOG may agree, acting reasonably.

2.13

Support and Lock-up Agreement

MBOG shall, concurrent with the signing of this Agreement, deliver to Surge the Support and Lock-up
Agreements which have been executed by each of the MBOG Lock-up Shareholders.
ARTICLE 3
COVENANTS
3.1

Covenants of MBOG

MBOG covenants and agrees that, from the date of this Agreement until the earlier of the Effective Date
or termination of this Agreement in accordance with Article 8, except with the prior written consent of
Surge (such consent not to be unreasonably withheld, conditioned or delayed), except as set forth in the
MBOG Disclosure Letter or except as otherwise expressly permitted or specifically contemplated by this
Agreement (including, without limitation, the Plan of Arrangement) or required by Applicable Laws:
(a)

subject to Section 3.1(c), MBOG’s business shall be conducted only in the usual and ordinary
course of business consistent with past practice (for greater certainty, where it is an operator of
any property, it shall operate and maintain such property in a proper and prudent manner in
accordance with good industry practice and the agreements governing the ownership and
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operation of such property) and keep Surge apprised of all material developments relating
thereto;
(b)

MBOG shall not, directly or indirectly do or permit to occur any of the following: (i) amend its
constating documents; (ii) amend the MBOG Incentive Plan or the terms of any outstanding
MBOG Incentives; (iii) declare, set aside or pay any dividend, other distribution or payment
(whether in cash, shares or property) in respect of its outstanding shares; (iv) issue (other than on
exercise of currently outstanding MBOG Incentives), grant, sell or pledge or agree to issue, grant,
sell or pledge any of its shares, or securities convertible into or exchangeable or exercisable for,
or otherwise evidencing a right to acquire, any of its shares; (v) issue, grant or sell any MBOG
Incentives; (vi) redeem, purchase or otherwise acquire any of its outstanding shares or other
securities, except as permitted in accordance with the terms hereunder; (vii) split, combine or
reclassify any of its shares; (viii) adopt a plan of liquidation or resolutions providing for its
liquidation, dissolution, merger, consolidation, combination or reorganization or incorporate a
subsidiary; (ix) pursue or announce any acquisition of all or substantially all the assets or
securities of any other Person or make any material change to its business, capital or affairs;
(x) reduce its stated capital; (xi) conduct any activity or operations that would otherwise be
detrimental to the completion of the Arrangement; (xii) pay, discharge or satisfy any material
claims, liabilities or obligations other than in the ordinary course of business consistent with past
practice; (xiii) encumber, surrender, release or abandon the whole or any part of the MBOG
Assets, other than production in the ordinary course; (xiv) hire or terminate any employees,
except in accordance with this Agreement; (xv) take any action, refrain from taking any action,
permit any action to be taken or not taken, inconsistent with this Agreement, which might directly
or indirectly interfere or affect the consummation of the Arrangement; or (xvi) enter into or modify
any contract, agreement, commitment or arrangement with respect to any of the foregoing;

(c)

other than in accordance with the MBOG Capital Budget, MBOG shall not, directly or indirectly: (i)
sell, pledge, dispose of or encumber any MBOG Assets having an individual value in excess of
$100,000, other than in the ordinary course of business; (ii) expend or commit to expend any
amount with respect to any capital expenditures having not more than an individual value of
$100,000 or an aggregate value in excess of $200,000; (iii) expend or commit to expend any
amounts with respect to any operating expenses other than in the ordinary course of business or
pursuant to the Arrangement and other transactions contemplated by this Agreement; (iv) acquire
or agree to acquire (by merger, amalgamation, consolidation or acquisition of shares or assets)
any corporation, partnership or other business organization or division thereof which is not a
subsidiary or affiliate of MBOG, or make any investment therein either by purchase of shares or
securities, contributions of capital or property transfer; (v) acquire any assets with an acquisition
cost individually or in the aggregate exceeding $100,000; (vi) incur any indebtedness for
borrowed money in excess of existing credit facilities, or any other material liability or obligation or
issue any debt securities or assume, guarantee, endorse or otherwise become responsible for,
the obligations of any other individual or entity, or make any loans or advances, other than in
respect of fees payable to legal, financial and other advisors which are included in the MBOG
Transaction Costs; (vii) authorize, recommend or propose any release or relinquishment or any
material contract right; (viii) waive, release, grant or transfer any material rights of value or modify
or change in any material respect any existing material license, lease, contract, production
sharing agreement, government land concession or other material document; (ix) except as
contemplated in this Agreement, to restructure, unwind, terminate or enter into any hedges,
swaps or other financial instruments or like transactions; or (x) authorize or propose any of the
foregoing, or enter into or modify any contract, agreement, commitment or arrangement to do any
of the foregoing;

(d)

other than the MBOG Termination Payments and payments under the terms of the MBOG
Incentives as permitted under this Agreement, MBOG shall not make any payment to any
director, officer, employee or consultant outside of their ordinary and usual compensation for
services provided or reasonable expenses reimbursement;
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(e)

MBOG shall not adopt or amend or make any contribution to any bonus, employee benefit plan,
profit sharing, deferred compensation, insurance, incentive compensation, other compensation or
other similar plan, agreement, stock purchase plan, fund or arrangement for the benefit of
employees (including the MBOG Incentive Plan), except as is necessary to comply with
Applicable Law;

(f)

except as required by Applicable Laws, MBOG shall not (i) grant any officer, director, employee
or consultant an increase in compensation in any form; (ii) grant any general salary increase; (iii)
take any action with respect to the amendment of any severance or termination pay policies or
arrangements for any directors, officers, employees or consultants; nor (iv) advance or forgive
any loan to any officer, director or any other party not at arm’s length and shall cause any loan to
any officer, director or any other party not at arm’s length to be paid in full by MBOG prior to the
Effective Time;

(g)

MBOG shall use its reasonable commercial efforts to cause its current insurance (or reinsurance) policies not to be cancelled or terminated or any of the coverage thereunder to lapse,
unless simultaneously with such termination, cancellation or lapse, replacement policies
underwritten by insurance or re-insurance companies of nationally recognized standing providing
coverage equal to or greater than the coverage under the cancelled, terminated or lapsed policies
for substantially similar premiums are in full force and effect and shall pay all premiums in respect
of such insurance policies that become due prior to the Effective Date;

(h)

MBOG shall not pay the holders of MBOG Incentives any amount of consideration therefor or
make any amendment to the outstanding MBOG Incentives, without the prior written consent of
Surge, except to permit the accelerated vesting and redemption for MBOG Shares of the MBOG
Incentives to holders thereof, and MBOG shall use its reasonable best efforts to cause the
exercise, cancellation, termination or expiry of the MBOG Incentives prior to the Effective Time;

(i)

MBOG shall not take any action that would render, or may reasonably be expected to render, any
representation or warranty made by it in this Agreement untrue in any material respect at any
time prior to completion of the Arrangement or termination of this Agreement, whichever first
occurs;

(j)

MBOG shall promptly notify Surge in writing of any Material Adverse Change in respect of MBOG
and of any change in any representation or warranty provided by MBOG in this Agreement which
change is or may be of such a nature to render any representation or warranty misleading or
untrue in any material respect and MBOG shall in good faith discuss with Surge any change in
circumstances (actual, or to the knowledge of MBOG, anticipated or contemplated) which is of
such a nature that there may be a reasonable question as to whether notice needs to be given to
Surge pursuant to this provision;

(k)

MBOG shall ensure that it has available funds to permit the payment of the amount which may be
required by Section 6.2 having regard to its other liabilities and obligations, and shall take all such
actions as may be necessary to ensure that it maintains such availability to ensure that it is able
to pay such amount when required;

(l)

MBOG shall use its reasonable commercial efforts to satisfy or cause satisfaction of the
conditions set forth in Sections 5.1 and 5.3 as soon as reasonably possible to the extent that the
satisfaction of the same is within the control of MBOG;

(m)

MBOG shall provide notice to Surge of the MBOG Meeting and allow Surge’s Representatives to
attend such meeting;

(n)

MBOG shall ensure that the Information Circular includes: (i) a copy of the MBOG Fairness
Opinion; (ii) any financial statements that are required to be included therein in accordance with
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Applicable Laws; and (iii) the unanimous determinations and recommendations of the MBOG
Board as set forth in Section 2.9, and otherwise that the MBOG Information includes such other
information as is required under Applicable Laws to be included in the Information Circular in
respect of MBOG and the MBOG Arrangement Resolution;
(o)

MBOG shall indemnify and save harmless Surge and the directors, officers and agents of Surge
from and against any and all liabilities, claims, demands, losses, costs, damages and expenses
(excluding any loss of profits or consequential damages) to which Surge, or any director, officer
or agent thereof may be subject or which Surge, or any director, officer or agent thereof may
suffer, whether under the provisions of any statute or otherwise, in any way caused by, or arising,
directly or indirectly, from or in consequence of:
(i)

any misrepresentation or alleged misrepresentation in the MBOG Information included in
the Information Circular or in any material filed by or on behalf of MBOG in compliance or
intended compliance with any Applicable Laws;

(ii)

any order made or any inquiry, investigation or proceeding by any securities commission
or other competent authority based upon any untrue statement or omission or alleged
untrue statement or omission of a material fact or any misrepresentation or any alleged
misrepresentation in the MBOG Information included in the Information Circular or in any
material filed by or on behalf of MBOG in compliance or intended compliance with
Applicable Laws, which prevents or restricts the trading in the MBOG Shares; and

(iii)

MBOG not complying with any requirement of Applicable Laws in connection with the
transactions contemplated in this Agreement,

except that MBOG shall not be liable in any such case to the extent that any such liabilities,
claims, demands, losses, costs, damages and expenses arise out of or are based upon any
misrepresentation or alleged misrepresentation of a material fact based on the Surge Information
included in the Information Circular or the negligence of Surge;
(p)

MBOG shall use its reasonable commercial efforts to preserve intact its business organizations
and goodwill and to maintain satisfactory relationships with suppliers, distributors, customers and
others having business relationships with it;

(q)

except for proxies and other non-substantive communications with securityholders, MBOG shall
furnish promptly to Surge and Surge’s counsel, a copy of each notice, report, schedule or other
document delivered, filed or received by MBOG from securityholders or regulatory agencies in
connection with: (i) the Arrangement; (ii) the MBOG Meeting; (iii) any filings under Applicable
Laws in connection with the transactions contemplated hereby; and (iv) any dealings with
regulatory agencies or other governmental authorities in connection with the transactions
contemplated hereby;

(r)

MBOG shall provide to Surge reports on its operations and affairs as may be reasonably
requested from time to time by Surge;

(s)

MBOG shall use reasonable commercial efforts to keep Surge informed as to the decisions
required with respect to the methods of exploring, operating and producing from its business, in
the opinion of MBOG, acting reasonably;

(t)

MBOG shall make all necessary filings and applications under Applicable Laws required to be
made on the part of MBOG in connection with the transactions contemplated herein and shall
take all reasonable action necessary to be in compliance with such Applicable Laws;
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(u)

MBOG shall, up to and including the Effective Date, continue to withhold from each payment to
be made to and each benefit to be conferred upon any of its present or former employees (which
includes directors and officers) and to all Persons who are non-residents of Canada for the
purposes of the Tax Act all amounts that are required to be withheld by any Applicable Laws and
MBOG shall remit such withheld amounts to the proper Governmental Authority within the times
prescribed by such Applicable Laws;

(v)

MBOG shall:
(i)

duly and on a timely basis file all Tax Returns required to be filed by it on or after the date
hereof pursuant to Applicable Laws relating to Taxes, in a manner consistent with past
practice and all such Tax Returns will be true, complete and correct in all material
respects;

(ii)

fully and timely pay all Taxes shown on such Tax Returns;

(iii)

promptly notify Surge in writing of any audits or investigations with respect to Taxes of
MBOG;

(iv)

not make or rescind any express or deemed election relating to Taxes, or file any
amended Tax Returns, where the result of such action is inconsistent with past practice
or the Applicable Laws relating to Taxes;

(v)

not make a request for a Tax ruling or enter into any agreement relating to Taxes with
any Governmental Authority;

(vi)

not settle any claim, action, suit, litigation, proceeding, arbitration, investigation, audit or
controversy relating to Taxes except as reflected or reserved against in the MBOG
Financial Statements; and

(vii)

properly reserve (and reflect such reserves in its books and records and financial
statements, including the MBOG Financial Statements) for all Taxes accruing in respect
of MBOG which are not due or payable prior to the Effective Date in a manner consistent
with past practice and in accordance with the provisions of Applicable Laws relating to
Taxes; and

(w)

MBOG shall not amend, supplement or modify any MBOG Financial Advisory Agreement, and
other than the MBOG Financial Advisors, neither MBOG nor the MBOG Board shall retain any
financial advisor, broker, agent or finder, or pay or agree to pay or have Surge pay any financial
advisor, broker, agent or finder on account of this Agreement or the Arrangement, any transaction
contemplated hereby or any transaction presently ongoing or contemplated without the consent of
Surge (which consent will not be unreasonably withheld or delayed).

3.2

Covenants of Surge

Surge covenants and agrees that, from the date of this Agreement until the earlier of the Effective Date or
termination of this Agreement in accordance with Article 8, except with the prior written consent of MBOG
(such consent not to be unreasonably withheld, conditioned or delayed), except as otherwise expressly
permitted or specifically contemplated by this Agreement (including the Plan of Arrangement and the
Surge Disclosure Letter) or required by Applicable Laws:
(a)

Surge and each of the Surge Subsidiaries shall conduct their business in the usual and ordinary
course, consistent with past practice and shall not do any of the following:
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(i)

conduct any activity or operations that would otherwise be detrimental to the
Arrangement; or

(ii)

take any action, refrain from taking any action, permit any action to be taken or not taken,
inconsistent with this Agreement, which might directly or indirectly interfere with or
adversely affect the consummation of the Arrangement;

(b)

Surge shall not directly or indirectly do or permit to occur any of the following: (i) amend its
constating documents in a manner materially adverse to the Share Consideration to be received
by MBOG Shareholders who elect to receive the Share Consideration; (ii) declare, set aside or
pay any dividend, distribution or payment (whether in cash, shares or property) in respect of its
outstanding Surge Shares except in an amount consistent with Surge’s current dividend policy;
(iii) adopt a plan of liquidation or resolutions providing for the liquidation, dissolution, consolidation
or reorganization of Surge; (iv) split, combine or reclassify any of its Surge Shares unless the
Arrangement is amended upon the same terms and conditions; (v) sell dispose of, transfer,
convey, encumber, surrender, release or abandon the whole or any part of its material assets,
other than production in the ordinary course; or (vi) enter into or modify any contract, agreement,
commitment or arrangement with respect to any of the foregoing; provided, however, that
notwithstanding anything contained herein to the contrary, Surge may take any such actions as
may be required in order to effect a consolidation of Surge Shares, such consolidation, if any, to
be effective following the Effective Time;

(c)

Surge, officers of Surge and the Surge Board and senior management shall take all reasonable
actions to solicit proxies to be voted at the Surge Meeting in favour of the Surge Issuance
Resolution;

(d)

Surge shall provide notice to MBOG of the Surge Meeting and allow MBOG’s Representatives to
attend such meeting;

(e)

Surge shall cooperate with MBOG in the preparation of the Information Circular and provide
MBOG, in a timely an expeditious manner, all information as may be reasonably requested by
MBOG in respect of Surge, including the Surge Information, for inclusion in the Information
Circular and any amendments and supplements thereto, in each case complying in all material
respect with all Applicable Laws;

(f)

Surge shall ensure that the Information Circular includes the unanimous determinations and
recommendations of the Surge Board of Directors as set forth in Section 2.10 and otherwise that
the Surge Information includes such other information as is required under Applicable Laws to be
included in the Information Circular in respect of Surge and the Surge Issuance Resolution;

(g)

except for proxies and other non-substantive communications with securityholders, Surge shall
furnish promptly to MBOG and MBOG’s counsel, a copy of each notice, report, schedule or other
document delivered, filed or received by Surge from securityholders or regulatory agencies in
connection with: (i) the Arrangement; (ii) the Surge Meeting; (iii) any filings under Applicable Laws
in connection with the transactions contemplated hereby; and (iv) any dealings with regulatory
agencies or other governmental authorities in connection with the transactions contemplated
hereby;

(h)

Subject to all Applicable Law, Surge shall provide to MBOG reports on its operations and affairs
as may be reasonably requested from time to time by MBOG;

(i)

Surge shall ensure that MBOG and its counsel shall be given a reasonable opportunity to review
and comment on drafts of the Surge Information to be included in the Information Circular and
any other information prepared by Surge and its counsel for inclusion in the Information Circular
and other documents related thereto, and reasonable consideration shall be given to any
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comments made by MBOG and its counsel, provided that all Surge Information included in the
Information Circular shall be in form and content satisfactory to Surge, acting reasonably;
(j)

Surge shall not take any action that would render, or may reasonably be expected to render, any
representation or warranty made by it in this Agreement untrue in any material respect at any
time prior to the completion of the Arrangement or termination of this Agreement, whichever first
occurs;

(k)

Surge shall promptly notify MBOG in writing of any Material Adverse Change in respect of Surge
and of any change in any representation or warranty provided by Surge in this Agreement which
change is or may be of such a nature to render any representation or warranty misleading or
untrue in any material respect and Surge shall in good faith discuss with MBOG any change in
circumstances (actual, anticipated, contemplated, or to the knowledge of Surge threatened) which
is of such a nature that there may be a reasonable question as to whether notice need to be
given to MBOG pursuant to this provision;

(l)

Surge shall use its reasonable commercial efforts to obtain any third party consents required for
the transactions contemplated hereby and provide the same to MBOG on or prior to the Effective
Date;

(m)

Surge shall ensure that it has available funds to permit the payment of the amount which may be
required by Section 6.1 having regard to its other liabilities and obligations, and shall take all such
actions as may be necessary to ensure that it maintains such availability to ensure that it is able
to pay such amount when required;

(n)

Surge shall use its reasonable commercial efforts to satisfy or cause satisfaction of the conditions
set forth in Sections 5.1 and 5.2 as soon as reasonably possible to the extent that the satisfaction
of the same is within the control of Surge;

(o)

Surge shall assist MBOG in securing all consents of third parties who are required to provide
consent for the inclusion of reference to their names on the reports in the Information Circular by
virtue of a document incorporated by reference in regards to Surge in the Information Circular, or
otherwise;

(p)

Surge shall indemnify and save harmless MBOG and the directors, officers and agents of MBOG
from and against any and all liabilities, claims, demands, losses, costs, damages and expenses
(excluding any loss of profits or consequential damages) to which MBOG or any director, officer
or agent thereof may be subject or which MBOG or any director, officer or agent thereof may
suffer, whether under the provisions of any statute or otherwise, in any way caused by, or arising,
directly or indirectly, from or in consequence of:
(i)

any misrepresentation or alleged misrepresentation in the Surge Information included in
the Information Circular or in the Surge Public Record or in any material filed in
compliance or intended compliance with any Applicable Laws;

(ii)

any order made or any inquiry, investigation or proceeding by any securities commission
or other competent authority based upon any untrue statement or omission or alleged
untrue statement or omission of a material fact or any misrepresentation or any alleged
misrepresentation in the Surge Information included in the Information Circular or in the
Surge Public Record or in any material filed by or on behalf of Surge in compliance or
intended compliance with Applicable Laws, which prevents or restricts the trading in the
Surge Shares; and

(iii)

Surge not complying with any requirement of Applicable Laws in connection with the
transactions contemplated in this Agreement,
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except that Surge shall not be liable in any such case to the extent that any such liabilities,
claims, demands, losses, costs, damages and expenses arise out of or are based upon any
misrepresentation or alleged misrepresentation of a material fact based on the information
included in the Information Circular (other than the Surge Information) or the negligence of
MBOG;
(q)

except for non-substantive communications, Surge shall furnish promptly to MBOG or MBOG’s
counsel, a copy of each notice, report, schedule or other document delivered, filed or received by
Surge in connection with: (i) the Arrangement; (ii) any filings under Applicable Laws in connection
with the transactions contemplated hereby; and (iii) any dealings with the TSX or Governmental
Authorities in connection with the transactions contemplated hereby;

(r)

Surge shall make all necessary filings and applications under Applicable Laws required to be
made on the part of Surge in connection with the transactions contemplated herein and shall take
all reasonable commercial action necessary to be in compliance with such Applicable Laws;

(s)

Surge shall make application to the TSX and use its reasonable commercial efforts to obtain the
approval of the TSX for the listing on the Effective Date of the Surge Shares to be issued
pursuant to the Arrangement and the approval of the Surge Shareholders for the Surge Issuance
Resolution;

(t)

Surge shall take all necessary actions to give effect to the transactions contemplated by this
Agreement and the Arrangement; provided, however, that nothing in this Section 3.2(t) or
elsewhere in this Agreement shall require, or be construed to require Surge to: (i) (A) sell, lease,
license, transfer, dispose of, divest or otherwise encumber, or to hold separate pending any such
action; or (B) proffer, propose, negotiate, offer to effect or consent, commit or agree to any sale,
divestiture, lease, licensing, transfer, disposal, divestment or other encumbrance of, or to hold
separate any assets, licenses, operations, rights, product lines, businesses or interest of Surge,
MBOG or any of their respective subsidiaries or affiliates; or (ii) take or agree to take any other
action, or agree or consent to any limitations or restrictions on freedom of actions with respect to,
or its ability to own, retain or make changes in, any assets, licenses, operations, rights, product
lines, businesses or interests of Surge, MBOG or any of their respective subsidiaries or affiliates;
and

(u)

prior to the Effective Time, Surge shall: (i) provide to the Depositary a certified cheque, bank draft
or wire transfer of funds in an amount equal to the aggregate amount of the Cash Consideration
that the MBOG Shareholders are entitled to receive for their MBOG Shares in accordance with
the terms of the Arrangement; and (ii) issue and deliver to the Depositary an irrevocable treasury
order authorizing the Depositary, as the registrar and transfer agent for the Surge Shares, to
issue in a book based register the aggregate number of Surge Shares representing the Share
Consideration payable to the former holders of MBOG Shares pursuant to the provisions of the
Arrangement. Following the Effective Time, the Depositary shall be considered to hold such funds
and Surge Shares for the sole benefit of the MBOG Shareholders.

3.3

Mutual Covenants Regarding the Arrangement

From the date of this Agreement until the earlier of the Effective Date or the termination of this
Agreement, each of MBOG and Surge will use its reasonable commercial efforts to: (i) satisfy (or cause
the satisfaction of) the conditions precedent to its obligations hereunder; (ii) not take, or cause to be
taken, any action or cause anything to be done that would cause such obligations not to be fulfilled in a
timely manner; and (iii) take, or cause to be taken, all other action and to do, or cause to be done, all
other things necessary, proper or advisable under Applicable Laws to complete the Arrangement,
including using reasonable commercial efforts:
(a)

to obtain all necessary waivers, consents and approvals required to be obtained by it from other
parties to loan agreements, leases and other contracts;
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(b)

to obtain all necessary consents, assignments, waivers and amendments to or terminations of
any instruments and take such measures as may be appropriate to fulfill its obligations hereunder
and to carry out the transactions contemplated hereby;

(c)

to effect all necessary registrations and filings and submission of information requested by
Governmental Authorities required to be effected by it in connection with the Arrangement, and
each of Surge and MBOG shall use its reasonable commercial efforts to cooperate with the other
in connection with the performance by the Other Party of its obligations under this Section 3.3
including continuing to provide reasonable access to information and to maintain ongoing
communications as between Representatives of Surge and MBOG, subject in all cases to the
Confidentiality Agreement;

(d)

in connection with the Competition Act Approval:
(i)

Surge and MBOG shall as promptly as reasonably practicable jointly file with the
Competition Bureau, a request for an advance ruling certificate under Section 102 of the
Competition Act or, in the alternative, a No-Action Letter (the "ARC Request") and the
Parties shall supply the Commissioner of Competition or his Representatives at the
Competition Bureau with such additional information as the Commissioner of Competition
may reasonably request. Surge shall have the primary responsibility for the preparation
and submission of the ARC Request. Surge and MBOG shall respond as promptly as
reasonably practicable under the circumstances to any reasonable inquiries received
from the Competition Bureau for additional information or documentation and to all
reasonable inquiries and requests received from the Competition Bureau;

(ii)

if deemed appropriate by either of the Parties, the Parties shall as promptly as
reasonably practicable each file a pre-merger notification pursuant to Section 114 of the
Competition Act;

(iii)

the Parties shall coordinate and cooperate in exchanging information and supplying
assistance that is reasonably requested in connection with Section 3.3(d)(i) and Section
3.3(d)(ii) above, including providing each other with advance copies and reasonable
opportunities to comment on all filings made to the Competition Bureau and any
additional or supplementary information supplied pursuant thereto in respect of obtaining
the Competition Act Approval;

(iv)

the Parties will inform each other of any substantive communications, to the extent
related to this Agreement or the transactions contemplated hereby, with the staff of the
Competition Bureau or the Commissioner of Competition and will permit the other to
participate in (to the extent possible) and have reasonable opportunity to review and
comment on such communications (including any submissions or filings) with the
Competition Bureau or the Commissioner of Competition;

(v)

Surge and MBOG will promptly, upon receipt thereof, provide each other with copies of
all notices and substantive correspondence, to the extent related to this Agreement or the
transactions contemplated hereby, received from the staff of the Competition Bureau and
the Commissioner of Competition;

(vi)

submissions, filings or other written communications made by a party in furtherance of
Competition Act Approval may be redacted as necessary before sharing with the other
party to address reasonable solicitor-client or other privilege or confidentiality concerns
provided that external legal counsel to Surge or MBOG shall receive non-redacted
versions of drafts or final submissions, filings or other written communications in respect
of privileged or confidential matters on the basis that the redacted information will not be
shared with their respective clients;
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(vii)

notwithstanding any other provision herein, in no event will Surge be required hereunder
or otherwise to agree to any hold separate, divestiture or other order, decree or restriction
on the businesses of Surge or MBOG or any other business, the conduct thereof or future
transactions; and

(viii)

the Parties shall equally split all filing fees payable in connection with any filing or
application made in respect of the Competition Act;

(e)

reasonably cooperate with the Other Party and its tax advisors in structuring the Arrangement in a
tax effective manner, and assist the Other Party and its tax advisors in making such
investigations and inquiries with respect to such Party in that regard, as the Other Party and its
tax advisors shall consider necessary, acting reasonably, provided that such Party shall not be
obligated to consent or agree to any structuring that has the effect of reducing the consideration
to be received under the Arrangement by any of its securityholders; and

(f)

to obtain resignations and mutual releases in a form acceptable to Surge, acting reasonably, on
or prior to the Effective Date from each person who is a director or officer of MBOG.

3.4

Covenants Regarding Non-Solicitation

(a)

MBOG shall immediately cease and cause to be terminated all existing discussions and
negotiations (including, without limitation, through any officers, directors, employees,
representatives, agents or advisors of MBOG or other parties on its behalf) (“Representatives”),
with any parties (other than pursuant to this Agreement) with respect to any proposal that
constitutes, or may reasonably be expected to constitute or lead to an Acquisition Proposal.
MBOG shall not amend, modify, waive, release or otherwise forebear in the enforcement of, and
shall use all commercially reasonable efforts to enforce, any confidentiality, non-solicitation or
standstill or similar agreements or provisions to which it and any third parties are parties. MBOG
shall discontinue access to any of its confidential information (and not establish or allow access to
any of its confidential information, or any data room, virtual or otherwise) and shall as soon as
possible request, to the extent that it is entitled to do so, and exercise all rights it has to require,
the return or destruction of all confidential information provided to any third parties who have
entered into a confidentiality or similar agreement with MBOG relating to an Acquisition Proposal
and shall request in accordance with the terms of such confidentiality or similar agreement the
destruction of all material including or incorporating or otherwise reflecting any material
confidential information regarding it. Without limiting the foregoing, it is understood that any
violation of the restrictions set forth in this Section 3.4(a) by MBOG or its officers, directors,
employees, advisors, Representatives and agents shall be deemed to be a breach of this Section
3.4(a) by MBOG.

(b)

MBOG shall not, directly or indirectly, do or authorize or permit any of its officers, directors or
employees or any financial advisor, expert or other Representative retained by it to do, any of the
following:
(i)

solicit, assist, initiate, encourage or in any way knowingly facilitate (including by way of
furnishing information, or entering into any form of written or oral agreement,
arrangement or understanding), the making of any proposal or offer that constitutes or
may constitute, or may reasonably be expected to lead to, an Acquisition Proposal or
inquiries, proposals or offers regarding an Acquisition Proposal;

(ii)

enter into or participate in any discussions or negotiations regarding an Acquisition
Proposal, or furnish or provide access to any other Person any information, including with
respect to its businesses, the MBOG Assets, liabilities, operations, prospects or condition
(financial or otherwise), in connection with an Acquisition Proposal or otherwise
cooperate in any way with, or assist or participate in, facilitate or encourage, any effort or
attempt of any other Person to do or seek to do any of the foregoing;
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(iii)

waive, or otherwise forbear in the enforcement of, or enter into or participate in any
discussions, negotiations or agreements to waive or otherwise forbear in respect of, any
rights or other benefits under confidential information agreements relating to an
Acquisition Proposal, including, without limitation, any “standstill” or similar provisions
thereunder (it being acknowledged and agreed that the automatic termination of any
standstill provision of any such agreement as a result of entering into and the
announcement of this Agreement by the Parties pursuant to the express terms of any
such agreement, shall not be in violation of this Section 3.4(b));

(iv)

accept, recommend, approve, agree to or endorse, or propose publicly to accept,
recommend, approve, agree to or endorse, any Acquisition Proposal or agreement,
understanding or arrangement in relation thereto; or

(v)

withdraw or modify, or propose to withdraw or modify, in any manner adverse to Surge,
the approvals, determinations and recommendations of the MBOG Board as set forth in
Section 2.9,

provided, however, that notwithstanding any other provision hereof, MBOG and its respective
officers, directors and advisors may, prior to the MBOG Meeting:
(vi)

(vii)

enter into or participate in any discussions or negotiations with a third party who (without
any solicitation, initiation or encouragement, directly or indirectly, after the date hereof, by
it or any of its officers, directors, Representatives, agents or advisors of MBOG or other
Representative retained by it) seeks to initiate such discussions or negotiations with
MBOG, provided that such discussions or negotiations did not result from or are not
connected to a breach of this Section 3.4, and subject to execution of a confidentiality
and standstill agreement containing customary standstill provisions (provided that such
confidentiality agreement shall provide for disclosure thereof (along with all information
provided thereunder) to Surge as set forth below), MBOG may furnish to such third party
information concerning it and its business and the MBOG Assets, in each case if, and
only to the extent that:
(A)

the third party has first made a Superior Proposal; and

(B)

prior to furnishing such information to or entering into or participating in any such
discussions or negotiations with such third party, it provides prompt notice to
Surge to the effect that it is furnishing information to or entering into or
participating in discussions or negotiations with such Person together with a copy
of the confidentiality and standstill agreement referenced above and, if not
previously provided to Surge, copies of all information provided to such third
party concurrently with the provision of such information to such third party, and
provided further that it shall notify Surge orally and in writing of any inquiries,
offers or proposals relating to or constituting an Acquisition Proposal (or any
amendment thereto), which written notice shall include, without limitation, a copy
of any such proposal, the identity of the Person making it, if not previously
provided to Surge, copies of all information provided to such party, any material
correspondence with respect thereto, and all other information reasonably
requested by Surge, within 24 hours of the receipt thereof, and shall keep Surge
promptly and fully informed of the status and details of any such inquiry, offer or
proposal and answer the respective questions of Surge with respect thereto on a
timely basis; and

accept, recommend, approve or enter into an agreement to implement a Superior
Proposal from a third party, but only if prior to such acceptance, recommendation,
approval or implementation:
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(A)

the MBOG Board shall have concluded in good faith, after considering all
proposals to adjust the terms and conditions of this Agreement as contemplated
by Section 3.4(d) and after receiving the advice of outside counsel as reflected in
minutes of the MBOG Board that the taking of such action is necessary for such
board of directors in discharge of its fiduciary duties under Applicable Laws; and

(B)

MBOG shall otherwise have complied with its obligations set forth in this Section
3.4, including without limitation Section 3.4(d), and terminates this Agreement in
accordance with Section 8.1(a)(v) and concurrently therewith pays the Surge
Termination Fee to Surge.

(c)

MBOG shall promptly (and in any event within 24 hours of the receipt thereof) notify Surge (at first
orally and then in writing) of any Acquisition Proposal (or any amendment thereto) or any request
for non-public information relating to it or its business or the MBOG Assets. Such notice shall
include a copy of any written Acquisition Proposal (and any amendment thereto) which has been
received or, if no written Acquisition Proposal has been received, a description of the material
terms and conditions of, and the identity of the Person making any inquiry, proposal, offer or
request. MBOG shall also provide such further and other details of the Acquisition Proposal or
any amendment thereto as Surge may reasonably request. MBOG shall keep Surge promptly and
fully informed of the status, including any change to material terms, of any Acquisition Proposal or
any amendment thereto, shall respond promptly to all inquiries by Surge, with respect thereto,
and shall provide Surge copies of all material correspondence and other written material sent to
or provided to it by any Person in connection with such inquiry, proposal, offer or request or sent
or provided by it to any Person in connection with such inquiry, proposal, offer or request.

(d)

MBOG shall give Surge, orally and in writing, at least five (5) Business Days advance notice of
any decision by the MBOG Board to accept, recommend, approve or enter into an agreement to
implement a Superior Proposal, which notice shall:

(e)

(i)

identify the third party making the Superior Proposal;

(ii)

provide a true and complete copy of the Superior Proposal, including any financing
documents, and any amendments thereto;

(iii)

set forth the MBOG Board’s reasonable determination of the financial value of the
consideration offered by such third party to MBOG Shareholders under such Superior
Proposal; and

(iv)

confirm that the MBOG Board has determined that such Acquisition Proposal constitutes
a Superior Proposal.

During the five (5) Business Day period commencing on the delivery of such notice, MBOG
agrees not to accept, recommend, approve or enter into any agreement to implement such
Superior Proposal and not to release the party making the Superior Proposal from any standstill
provisions and shall not withdraw, redefine, modify or change its recommendation in respect of
the Arrangement. In addition, during such five (5) Business Day period it shall, and shall cause its
financial and legal advisors to, negotiate in good faith with Surge and its financial and legal
advisors to make such adjustments in the terms and conditions of this Agreement and the
Arrangement as would enable it to proceed with the Arrangement as amended rather than the
Superior Proposal. In the event Surge submits a binding offer to amend this Agreement and the
Arrangement such that the Superior Proposal ceases to be a Superior Proposal and so advises
the MBOG Board prior to the expiry of such five (5) Business Day period, the MBOG Board shall
not accept, recommend, approve or enter into any agreement to implement such Superior
Proposal, shall not release the party making the Superior Proposal from any standstill provisions
and shall not withdraw, redefine, modify or change its recommendation in respect of the
Arrangement. Each successive amendment to any Superior Proposal that results in an increase
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in, or modification of, the consideration (or value of such consideration) to be received by the
MBOG Shareholders pursuant thereto shall constitute a new Superior Proposal for the purposes
hereof and a new five (5) Business Day period shall commence.
(f)

MBOG shall reaffirm its recommendation of the Arrangement by press release promptly and in
any event within five (5) Business Days of any written request to do so by Surge (or, in the event
that the MBOG Meeting to approve the Arrangement is scheduled to occur within such five (5)
Business Days, prior to the scheduled date of such meeting) in the event that: (i) any Acquisition
Proposal which is publicly announced is determined not to be a Superior Proposal; or (ii) the
Parties have entered into an amended agreement pursuant to Section 3.4(e) which results in any
Acquisition Proposal not being a Superior Proposal.

(g)

Each of MBOG and Surge agree that all information that may be provided to Surge by MBOG
with respect to any Acquisition Proposal pursuant to this Section 3.4 shall be treated as if it were
“Confidential Information” as that term is defined in the Confidentiality Agreement and shall not
be disclosed or used except in accordance with the provisions of the Confidentiality Agreement or
in order to enforce its rights under this Agreement in legal proceedings.

(h)

MBOG shall ensure that its officers, directors, employees, Representatives, agents or advisors
retained by it are aware of the provisions of this Section 3.4 and shall be responsible for any
breach of this Section 3.4 by any of them.

(i)

Nothing in this Agreement shall prevent the MBOG Board from complying with Section 2.17 of
National Instrument 62-104 – Take Over Bids and Issuer Bids of the Canadian Securities
Administrators and similar provisions under Applicable Securities Laws relating to the provision of
directors’ circulars in respect of an Acquisition Proposal that is not a Superior Proposal but only
following compliance with Section 3.4(c) by MBOG.

3.5

Provision of Information; Access

(a)

From and after the date hereof, MBOG shall provide Surge and its Representatives reasonable
access, during normal business hours and at such other time or times as Surge may reasonably
request, to its premises (including field offices and sites), books, contracts, records, data extracts,
properties, employees and management personnel and shall furnish promptly to Surge all
information concerning its business, properties and personnel as Surge may reasonably request,
which information shall remain subject to the Confidentiality Agreement, in order to permit Surge
to be in a position to expeditiously and efficiently integrate the business and operations of MBOG
with those of Surge immediately upon but not prior to the Effective Date. MBOG agrees to keep
Surge fully apprised in a timely manner of every circumstance, action, occurrence or event
occurring or arising after the date hereof that would be relevant and material to a prudent
operator of the business and operations of MBOG. MBOG shall confer with and obtain Surge’s
approval (not to be unreasonably withheld or delayed), prior to taking action (other than in
emergency situations) with respect to any operational matters involved in its business that are
outside or not consistent with the MBOG Capital Budget; and, further, each Party acknowledges
that certain information may be so sensitive as to require special handling procedures and
obligations in addition to those set forth in this Agreement. In such event, the Parties may execute
from time to time supplements to this Agreement identifying such information, particularly
competitively sensitive information, and the special procedures and obligations relating to the
disclosure thereof. The Parties shall use all reasonable efforts to ensure that they take no actions,
through the exchange of confidential information or otherwise, in breach of the Competition Act or
any other applicable competition laws or regulations of any applicable jurisdictions.

(b)

Without limiting the generality of any of the other provisions of this Agreement, MBOG shall make
available to Surge all land, legal, title documents and related files, geologic maps, well files and
well logs, books, papers, financial information and pertinent documents or agreements.
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(c)

(d)

Each of the Parties agrees to:
(i)

permit the other’s Representatives full access to its books, records and documents,
provided that the disclosing party is satisfied, acting reasonably, that the confidentiality of
the subject matter of the disclosure can be maintained in accordance herewith; and

(ii)

endeavour to include in the information furnished to the other, or obtained by the other in
the course of the aforesaid investigations, all information which would reasonably be
considered to be relevant for the purposes of the other’s investigation and not knowingly
withhold any information which would make anything contained in the information
delivered erroneous or misleading.

The Parties acknowledge and agree that all information provided by one Party to the other
pursuant to this Section 3.5 shall remain subject to the provisions of the Confidentiality
Agreement.
ARTICLE 4
REPRESENTATIONS AND WARRANTIES

4.1

Representations and Warranties of MBOG

MBOG represents and warrants to and in favour of Surge and acknowledges that Surge is relying upon
such representations and warranties in connection with the matters contemplated by this Agreement and
the consummation of the Arrangement:
(a)

Organization and Qualification: MBOG has been duly incorporated or otherwise formed and is
validly subsisting under the Applicable Laws of the Province of Alberta and has the requisite
power and authority to own its assets and properties as now owned and to carry on its business
as now conducted. MBOG is duly registered or authorized to conduct its affairs or do business, as
applicable, and is in good standing in each jurisdiction in which the character of its assets and
properties, owned, leased, licensed or otherwise held, or the nature of its activities makes such
registration or authorization necessary except where the failure to have such standing which, if
not in place, would not, individually or in the aggregate, have a Material Adverse Effect on
MBOG, or significantly impede the ability of MBOG to consummate the Arrangement. Copies of
the constating documents of MBOG have been provided to Surge, together with all amendments
to date, and are accurate and complete as of the date hereof and have not been amended or
superseded.

(b)

Authority Relative to this Agreement: MBOG has the requisite corporate power and authority to
execute this Agreement and to carry out its obligations hereunder. The execution and delivery of
this Agreement and the consummation by MBOG of the transactions contemplated by the
Arrangement has been duly authorized by the MBOG Board and, subject to the requisite approval
of the MBOG Shareholders and the obtaining of the Final Order and the Competition Act
Approval, no other proceedings on the part of MBOG are necessary to authorize this Agreement
or the Arrangement. This Agreement has been duly executed and delivered by MBOG and
constitutes a legal, valid and binding obligation of MBOG enforceable against it in accordance
with its terms, subject to the qualification that such enforceability may be limited by bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium and other Applicable Laws of general
application relating to or affecting rights of creditors and that equitable remedies, including
specific performance, are discretionary and may not be ordered.

(c)

Subsidiaries: MBOG has no subsidiaries.

(d)

No Restrictions: Except as disclosed in the MBOG Disclosure Letter, there are no rights of first
refusal and similar rights restricting transfer of the MBOG Shares contained in shareholders,
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partnership, joint venture or similar agreements or pursuant to existing financing arrangements
and there are no outstanding contractual or other obligations of MBOG to repurchase, redeem or
otherwise acquire any of its securities or with respect to the voting or disposition of any of its
outstanding securities.
(e)

No Violations: Except as contemplated by this Agreement:
(i)

(ii)

(f)

neither the execution and delivery of this Agreement by MBOG nor the consummation of
the transactions contemplated by the Arrangement nor compliance by MBOG with any of
the provisions hereof will:
(A)

other than as set out in the MBOG Disclosure Letter, violate, conflict with, or
result in a breach of any provision of, require any consent, approval or notice
under, or constitute a default (or an event which, with notice or lapse of time or
both, would constitute a default) or result in a right of termination or acceleration
under, or result in the creation of any Encumbrance upon any of the MBOG
Assets or cause any indebtedness to come due before its stated maturity or
cause any credit to cease to be available, under any of the terms, conditions or
provisions of: (1) articles or by-laws of MBOG; (2) any material Contract to which
MBOG is a party or to which it, or any of the MBOG Assets, may be subject or by
which MBOG is bound; (3) any material MBOG Lease; or (4) any Governmental
Authorization;

(B)

subject to compliance with applicable statutes and regulations, including
obtaining the Competition Act Approval, violate any Governmental Authorization
or any judgment, ruling, order, writ, injunction, determination, award, decree,
statute, ordinance, rule or regulation applicable to MBOG or any of the MBOG
Assets; or

(C)

cause the suspension or revocation of any Governmental Authorization or MBOG
Lease currently in effect; and

other than in connection with or in compliance with the provisions of Applicable Laws in
relation to the completion of the Arrangement or which are required to be fulfilled post
Arrangement, and except for requisite approvals of the MBOG Shareholders and the
obtaining of the Final Order and the Competition Act Approval:
(A)

there is no legal impediment to MBOG’s consummation of the Arrangement; and

(B)

no filing or registration with, or authorization, consent or approval of, any
domestic or foreign public body or authority is required of MBOG in connection
with the consummation of the Arrangement, except for such filings or
registrations which, if not made, or for such authorizations, consents or approvals
which, if not received, would not, individually or in the aggregate, have a Material
Adverse Effect on MBOG, or significantly impede the ability of MBOG to
consummate the Arrangement.

Litigation: Except as disclosed in the MBOG Disclosure Letter, there are no claims, actions, suits,
proceedings, investigations, arbitrations, audits, grievances, assessments or reassessments in
existence or pending or, to the knowledge of MBOG, threatened or for which there is a
reasonable basis, affecting or that would reasonably be expected to affect MBOG or affecting or
that would reasonably be expected to affect any of the MBOG Assets at law or in equity or before
or by any court or Governmental Authority which claim, action, suit, proceeding, investigation,
arbitration, audit, grievance, assessment or reassessment involves a possibility of any judgment
against or liability of MBOG in excess of $100,000.
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(g)

Taxes, etc.:
(i)

Except as disclosed in the MBOG Disclosure Letter, all Tax Returns required to be filed
by or on behalf of MBOG have been duly filed on a timely basis and all such tax returns
are true, complete and correct in all material respects. All Taxes or instalments of Taxes
shown to be payable on such Tax Returns, or on subsequent assessments with respect
thereto, have been paid in full on a timely basis, and no other material Taxes are payable
by MBOG with respect to items or periods covered by such Tax Returns.

(ii)

Except as disclosed in the MBOG Disclosure Letter, there are no assessments or
reassessments of any Taxes that have been issued or are outstanding, or pursuant to
which there are any amounts owing. No Governmental Authority has audited, challenged
or disputed MBOG in respect of Taxes or of any returns, filings or other reports filed
under any statute providing for Taxes. MBOG is not negotiating any proposed
assessment or reassessment with any Governmental Authority. MBOG is not aware of
any contingent liabilities for a material amount of Taxes or any grounds for an
assessment or reassessment with respect thereto including, without limitation, aggressive
treatment of income, expenses, credits or other claims for deduction under any return or
notice. MBOG has not received any indication from any Governmental Authority that an
audit, assessment or reassessment is proposed in respect of any Taxes, regardless of its
merits. MBOG has not executed or filed with any Governmental Authority any agreement
extending the period for the filing of any Tax Returns or for the assessment,
reassessment or collection of any Taxes. MBOG has not requested, nor entered into any
agreement or other arrangement, or executed any waiver providing for, any extension of
time within which: (A) to file any Tax Return for which MBOG is or may be liable; (B) to
file any elections, designations or similar documents or instruments relating to Taxes for
which MBOG is or may be liable; or (C) any Governmental Authority may assess,
reassess or collect Taxes for which MBOG is or may be liable.

(iii)

MBOG has paid or has withheld and remitted to the appropriate Taxing Authority all
Taxes on a timely basis and in accordance with Applicable Laws relating to Taxes,
including any instalments or prepayments of Taxes, that are due and payable whether or
not shown as being due on any Tax Return, or, where payment is not yet due, MBOG
has established adequate accruals in conformity with GAAP in the MBOG Financial
Statements for the period covered by such financial statements for any Taxes, including
income taxes and related future taxes, if applicable, that have not been paid, whether or
not shown as being due on any Tax Return. MBOG has made adequate provision or
disclosure in its books and records for any Taxes accruing in respect of any period
subsequent to the period covered by such financial statements, whether or not shown as
being due on any Tax Return. The liability for Taxes has been assessed for all taxation
periods up to and including September 30, 2017.

(iv)

No material deficiencies exist, have been asserted, or to the knowledge of MBOG, have
been threatened, by any Governmental Authority with respect to Taxes of MBOG that
have not yet been settled.

(v)

MBOG is not a party to any sharing, indemnity or allocation agreement or arrangement
relating to Taxes, and MBOG does not have, nor could it have, any liabilities or
obligations in respect of Taxes under any such sharing, indemnity or allocation
agreement relating to Taxes. No material liability (or reasonable claim of material liability)
shall arise under any sharing, indemnity or allocation agreement or arrangement relating
to Taxes or as a result of the transactions contemplated hereby.

(vi)

All ad valorem, property, production, severance and similar Taxes and assessments
based on or measured by the ownership of property or the production of MBOG’s
hydrocarbon substances, or the receipt of proceeds therefrom, payable in respect of the
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MBOG Assets prior to the date hereof have been properly and fully paid and discharged
in all material respects, and there are no unpaid Taxes or assessments which could
result in a lien or charge on any MBOG Assets.
(vii)

MBOG has not claimed in any Tax Return for any taxation year ending on or before the
date hereof any reserve (including, without limitation, any reserve under paragraph
20(1)(m) or 20(1)(n) or subparagraph 40(1)(a)(iii) of the Tax Act or any analogous
provision under the legislation of any province or other jurisdiction) of any amount which
could be included in the income of MBOG for any period ending after the date hereof.

(viii)

No facts, circumstances or events exist or have existed that have resulted in or may
result in the application of any of sections 79, 79.1, 80 to 80.04 of the Tax Act to MBOG.

(ix)

MBOG has not acquired property from a non-arm’s length Person, within the meaning of
the Tax Act, for consideration, the value of which is less than the fair market value of the
property acquired in circumstances which would subject it to a liability under section 69 or
160 of the Tax Act or under any equivalent provisions of any applicable legislation.

(x)

MBOG has complied with all registration, reporting, collection and remittance
requirements in respect of all federal and provincial sales tax legislation including, but not
limited, to the Excise Tax Act (Canada). MBOG has provided to Surge access to all
invoices, purchase orders, and all such other documents as are necessary to report any
material claim for income tax credits or refunds claimed or to be claimed pursuant to the
Excise Tax Act (Canada).

(xi)

MBOG has not breached any flow-through share agreement to which it is a party in
respect of the issuance of flow-through shares (as defined in the Tax Act) and MBOG
does not have any outstanding obligations to incur and/or renounce Canadian exploration
expenses or Canadian development expenses (all as defined in the Tax Act) which it
covenanted to incur and renounce nor has any Governmental Authority or MBOG
reduced any amount renounced by MBOG pursuant to subsection 66(12.73) of the Tax
Act.

(xii)

MBOG has not made any payment, nor is it obligated to make any payment, and it is not
a party to any agreement under which it could be obligated to make any payment that
may not be deductible by virtue of section 67 or 78 of the Tax Act or any analogous
provincial or similar provision.

(xiii)

MBOG has not had a “loss restriction event” as defined in subsection 251.2(2) of the Tax
Act.

(xiv)

MBOG is and at all times has been prior to the date hereof a “Canadian-controlled private
corporation” within the meaning ascribed by the Tax Act.

(xv)

Records or documents that meet the requirements of subsections 247(4)(a) to (c) of the
Tax Act have been made and obtained by MBOG with respect to all material transactions
between MBOG and any non-resident Person with whom MBOG was not dealing at
arm’s length within the meaning of the Tax Act.

(xvi)

All eligible dividends, as that term is defined in subsection 89(1) of the Tax Act, have
been properly paid by MBOG and it has no liability for Tax under subsection 185.1(1) of
the Tax Act.
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(xvii)

All capital dividends, as that term is defined in subsection 83(2) of the Tax Act, have been
properly paid by MBOG and it has no liability for Tax under subsection 184(2) of the Tax
Act.

(h)

Investment Canada Act: MBOG is not a “non-Canadian” within the meaning of the Investment
Canada Act (Canada).

(i)

Tax Act Residency: MBOG is not a non-resident for the purposes of the Tax Act and is a taxable
Canadian corporation within the meaning of subsection 89(1) of the Tax Act.

(j)

Reporting Issuer Status: MBOG is not a “reporting issuer” or its equivalent designation in any
jurisdiction.

(k)

Capitalization: (i) As at the date hereof, MBOG is authorized to issue an unlimited number of
MBOG Shares and an unlimited number of preferred shares, issuable in series, of which MBOG
has issued and outstanding 162,740,000 MBOG Shares and nil preferred shares. In addition, as
at the date hereof MBOG has issued and outstanding an aggregate of 15,321,936 MBOG
Options (at an exercise price of $1.00 in respect of 14,496,936 MBOG Options and at an exercise
price of $1.50 in respect of 825,000 MBOG Options) and an aggregate of 30,557,226 MBOG
Warrants (of which 5,885,420 MBOG Warrants having an exercise price of $1.40 and 5,755,452
MBOG Warrants having an exercise price of $1.65 are the only in-the-money MBOG Warrants)
which if paid in MBOG Shares on an in-the-money basis would result in the issuance of up to
8,999,636 MBOG Shares. (ii) The MBOG Disclosure Letter sets forth the number of outstanding
MBOG Incentives as of the date hereof and the holders and terms thereof. Except as aforesaid,
there are no outstanding shares of MBOG or options, warrants, rights or conversion or exchange
privileges or other securities entitling anyone to acquire any shares of MBOG or any other rights,
agreements or commitments of any character whatsoever requiring the issuance, sale or transfer
by MBOG of any shares of MBOG (including MBOG Shares) or any securities convertible into,
exchangeable or exercisable for, or otherwise evidencing a right to acquire, any shares of MBOG.
(iii) All outstanding MBOG Shares have been duly authorized and validly issued, and are fully
paid and non-assessable and are not subject to, nor have they been issued in violation of, any
pre-emptive rights.

(l)

Equity Monetization Plans: There are no outstanding stock appreciation rights, phantom equity,
profit sharing plan or similar rights, agreements, arrangements or commitments payable to any
employee of MBOG and which are based upon the revenue, value, income or any other attribute
of MBOG.

(m)

No Orders: No order, ruling or determination having the effect of suspending the sale of, or
ceasing the trading of, the MBOG Shares or any other securities of MBOG have been issued by
any Governmental Authority and is continuing in effect and no proceedings for that purpose have
been instituted, are pending or, to the knowledge of MBOG, are contemplated or threatened
under any Applicable Laws or by any Governmental Authority.

(n)

Reports: MBOG has made available or delivered to Surge true and complete copies of: (i) the
MBOG Financial Statements; (ii) MBOG’s quarterly reports for the quarters ending March 31,
2018 and June 30, 2018; (iii) the MBOG Reserves Report; and (iv) all other communications with
the MBOG Shareholders as a whole since January 1, 2018, provided that such communication
was provided to each of the MBOG Shareholders in writing. As of their respective dates such
documents did not contain any untrue statement of a material fact or omit to state a material fact
required to be stated therein or necessary to make the statements therein, in light of the
circumstances in which they were made, not misleading in any material respect (except with
respect to forecasts, projects, and other forward-looking statements, in respect of which no
representation or warranty is provided hereunder) and complied in all material respect with all
Applicable Laws, such documents (including all exhibits and schedules thereto): (A) did not
contain a “misrepresentation” (as defined in Applicable Securities Laws); and (B) complied in all
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material respects with all applicable requirements of Applicable Laws, including Applicable
Securities Laws.
(o)

MBOG Financial Statements: The MBOG Financial Statements were prepared in accordance with
GAAP, consistently applied, (except: (i) as otherwise indicated in such financial statements and
the notes thereto or, in the case of audited statements, in the related report of MBOG’s
independent auditors; or (ii) in the case of unaudited interim statements, to the extent they may
not include footnotes, are subject to normal year-end adjustments or may be condensed or
summary statements), and present fairly in accordance with GAAP, consistently applied, the
financial position, results of operations and changes in financial position of MBOG on a
consolidated basis as of the dates thereof and for the periods indicated therein (subject, in the
case of any unaudited interim financial statements, to normal year-end audit adjustments). There
has been no material change in MBOG accounting policies since January 1, 2018.

(p)

Books and Records: The financial books, records and accounts of MBOG, in all material
respects: (i) have been maintained in accordance with good business practices on a basis
consistent with prior years; (ii) are stated in reasonable detail and accurately and fairly reflect the
material transactions and dispositions of the properties and assets of MBOG; and (iii) accurately
and fairly reflect the basis for the MBOG Financial Statements. The corporate records and minute
books of MBOG have been maintained substantially in compliance with Applicable Laws and are
complete and accurate in all material respects, and full access thereto has been provided to
Surge, other than in relation to Surge and the Arrangement.

(q)

Absence of Certain Changes or Events: Except for the Arrangement or any action taken in
accordance with this Agreement or as set forth in the MBOG Disclosure Letter, since January 1,
2018:

(r)

(i)

MBOG has conducted its business only in the ordinary course of business substantially
consistent with past practice;

(ii)

no liability or obligation of any nature (whether absolute, accrued, contingent or
otherwise) material to MBOG, has been incurred other than in the ordinary course of
business or other than where such liability or obligation would not have a Material
Adverse Effect on MBOG;

(iii)

there has been no Material Adverse Change on MBOG; and

(iv)

MBOG has not, and to the knowledge of MBOG, no director, officer, employee or auditor
of MBOG, has received or otherwise had or obtained knowledge of any fraud or material
complaint, allegation, assertion or claim, whether written or oral, regarding fraud or the
accounting or auditing practices, procedures, methodologies or methods of MBOG or its
internal accounting controls.

Registration, Exemption Orders, Licenses, etc.: To the knowledge of MBOG, MBOG has obtained
and is in compliance with Governmental Authorizations, except where the failure to obtain or be in
compliance could not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect on MBOG. Such Governmental Authorizations are in full force and effect in
accordance with their terms, and no event has occurred or circumstance exists that (with or
without notice or lapse of time) may constitute or result in a violation of any such Governmental
Authorization, except where the violation would not, individually or in the aggregate, reasonably
be expected to have a Material Adverse Effect on MBOG. No proceedings are pending or, to the
knowledge of MBOG, threatened, which could result in the revocation or limitation of any
Governmental Authorization, and all steps have been taken and filings made on a timely basis
with respect to each Governmental Authorization and its renewal, except where the failure to take
such steps and make such filings would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on MBOG.
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(s)

Compliance with Laws: The operations and business of MBOG are and have been carried out in
compliance with and not in violation of any Applicable Laws in all material respects, and MBOG
has not received any notice of any alleged material violation of any such Applicable Laws.

(t)

Restrictions on Business Activities: There is no judgment, injunction or order binding upon
MBOG, and MBOG is not subject to any contractual commitment, that has or could reasonably be
expected to have the effect of prohibiting, restricting or impairing its business or, individually or in
the aggregate, have a Material Adverse Effect on MBOG.

(u)

Non-Arm’s Length Transactions: Except as disclosed in the MBOG Disclosure Letter or for the
MBOG Incentives or amounts due as normal salaries and bonuses and in reimbursement of
ordinary expenses, there are no Contracts or other transactions (including with respect to loans or
other indebtedness) currently in place between MBOG, on the one hand, and (i) any officer,
director or employee of MBOG, (ii) any holder of record or beneficial owner of 10% or more of the
voting securities of MBOG, or (iii) any associate or affiliate of any such Person (collectively,
“MBOG Related Parties”). No MBOG Related Party, owns, has or is entitled to any royalty, net
profits interest, carried interest, participation interest, or any other Encumbrances or claims of any
nature whatsoever which are based on production from the MBOG Assets of MBOG or any
revenue or rights attributed thereto.

(v)

Title: Although MBOG does not warrant title, MBOG does not have any reason to believe that
MBOG does not have good and marketable title to or the irrevocable right to produce and sell
their petroleum, natural gas and related hydrocarbons (the “MBOG Interests”) and does not have
any reason to believe that there are any defects, failures or impairments in the title of MBOG to
the MBOG Assets, except where such defects, failures or impairment individually or in aggregate
would not have a Material Adverse Effect on MBOG. The MBOG Interests are held free and clear
of all Encumbrances (other than Permitted Encumbrances) created by, through or under MBOG,
and to the knowledge of MBOG, MBOG holds the MBOG Interests under valid and subsisting
leases, Governmental Authorizations, concessions, concession agreements, contracts,
subleases, reservations or other agreements (collectively, the “MBOG Leases”).

(w)

Quiet Enjoyment: Subject to the applicable title and operating documents, MBOG is entitled to
enter into and upon, hold and enjoy its oil and gas assets for the residue of the terms of the
applicable leases and licenses and all renewals or extensions thereof for their own use and
benefit, without any lawful interruption by any Person claiming or to claim by, through or under
MBOG.

(x)

Take or Pay: Except as set forth in the MBOG Disclosure Letter, MBOG’s oil and gas assets are
not affected by any take or pay obligations or any other obligation to deliver petroleum
substances to any third party without receiving (and being entitled to retain without deduction) full
payment for such petroleum substances at current market or contract prices at the time of
delivery.

(y)

Real Property: Except for the MBOG Leases or as set forth in the MBOG Disclosure Letter,
MBOG is not a party to any lease or agreement in the nature of a lease for real property, whether
as lessor or lessee.

(z)

Operation and Condition of Wells: All of the wells for which MBOG: (i) was or is operator, have,
while MBOG was the operator of such well, been drilled and, if and as applicable, completed,
operated and abandoned in accordance with good and prudent oil and gas industry practices in
Canada and Applicable Laws; and (ii) was not or is not operator, have, to MBOG’s knowledge,
been drilled and, if and as applicable, completed, operated and abandoned in accordance with
good and prudent oil and gas industry practices in Canada and Applicable Laws.

(aa)

Operation and Condition of Tangibles: Except as set forth in the MBOG Disclosure Letter, all
tangible depreciable property or assets comprising, located within, on or about the MBOG Assets
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were or have been constructed, operated and maintained in accordance with good and prudent
oil and gas industry practices in Canada and Applicable Laws during all periods in which MBOG
was the operator thereof and are in good condition and repair, ordinary wear and tear excepted,
and are useable in the ordinary course of business.
(bb)

No Expropriation: No assets or properties of MBOG have been taken or expropriated by any
Governmental Authority nor, as of the date hereof, has any notice or proceeding in respect
thereof been given or commenced or threatened nor, to the knowledge of MBOG, is there any
intent or proposal to give any such notice or to commence any such proceeding.

(cc)

Government Incentives: All filings made by MBOG under which MBOG has received or is entitled
to government incentives have been made in compliance with all Applicable Laws and contain no
misrepresentations which could cause any material amount previously paid to MBOG or
previously accrued on the accounts thereof to be recovered or disallowed.

(dd)

Insurance: MBOG is covered by valid and currently effective insurance policies issued in favour of
MBOG that MBOG has determined to be commercially reasonable, taking into account the
industries in which MBOG operates. With respect to each insurance policy issued in favour of
MBOG, or pursuant to which MBOG is a named insured or otherwise a beneficiary under an
insurance policy:
(i)

the policy is in full force and effect and all premiums due thereon have been paid;

(ii)

MBOG is not in breach or default, and MBOG has not taken any action, or failed to take
any action that, with notice or the lapse of time, would constitute such a breach or default,
or permit termination or modification of, any such policy;

(iii)

to the knowledge of MBOG, no insurer on any such policy has been declared insolvent or
placed in receivership, debt restructuring proceedings or liquidation, and no notice of
cancellation or termination has been received by MBOG with respect to any such policy;

(iv)

to the knowledge of MBOG, none of such policies will terminate or lapse by reason of the
transactions contemplated by this Agreement;

(v)

no insurer under any such policy has cancelled or generally disclaimed liability under any
such policy or indicated any intent to do so or not to renew any such policy;

(vi)

as of the date hereof, there is no claim by MBOG pending under any such policy that has
been denied or disputed by the insurer; and

(vii)

all claims under such policies have been filed in a timely fashion.

(ee)

Governmental Authorizations: MBOG has obtained and is in compliance with all material
Governmental Authorizations that are required by Applicable Laws for MBOG to conduct its
business as now conducted or as proposed to be conducted prior to the Effective Time and no
such Governmental Authorizations will be impaired or otherwise adversely affected by the
entering into of this Agreement or the consummation of the Arrangement.

(ff)

Processing and Transportation Commitments: All of the third party processing and transportation
agreements of MBOG which cannot be terminated within 91 days or less without penalty are
disclosed in the MBOG Disclosure Letter and other than as set forth in the MBOG Disclosure
Letter, MBOG has no third party processing or transportation agreements or any obligations to
deliver sales volumes to any other Person which cannot be terminated in 91 days or less without
penalty.
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(gg)

No Restrictions on Business: Except as disclosed in the MBOG Disclosure Letter, MBOG is not a
party to or bound or affected by any commitment, agreement, judgment, injunction, order, decree
or document binding upon MBOG containing any covenant expressly prohibiting, restricting or
limiting its freedom or ability to: (i) compete in any line of business or geographic region, (ii)
transfer or move any of its MBOG Assets or operations, (iii) conduct any material business
practice of MBOG as now conducted, (iv) effect any material acquisition of property by MBOG
(including following the transactions contemplated by this Agreement).

(hh)

No Areas of Mutual Interest: Except as disclosed in the MBOG Disclosure Letter, there are no
material active areas of mutual interest provisions or areas of exclusion in any of the Contracts or
otherwise to which MBOG or the MBOG Assets are subject.

(ii)

No Purchase Rights: Except as set forth in the MBOG Disclosure Letter or as contemplated by
the Arrangement, no Person now has any agreement or option or any right capable of becoming
an agreement which is created by, through or under MBOG for the purchase from MBOG of any
of MBOG Assets.

(jj)

No Drilling Commitments: Except as set forth in the MBOG Disclosure Letter, MBOG is not
subject to any outstanding obligation to drill or participate in the drilling of any wells.

(kk)

No Production Limits: Except production limits of general application in the oil and gas industry,
to MBOG's knowledge, none of the wells of MBOG are subject to production or other penalties or
restrictions imposed by any Applicable Law.

(ll)

Wells, Facilities and Lands: The MBOG Disclosure Letter sets forth a materially complete and
accurate description of the wells, facilities and lands of MBOG as at the date hereof.

(mm)

MBOG Reserves Report: MBOG has made available to Sproule, prior to the issuance of its report
dated February 28, 2018 evaluating the crude oil, natural gas liquids and natural gas reserves of
MBOG as at December 31, 2017 (the “MBOG Reserves Report”), for the purpose of preparing
the MBOG Reserves Report, all information requested by Sproule which information did not
contain any misrepresentation at the time such information was provided. Except with respect to
changes in the prices of oil and gas or as a result of production since such time, MBOG has no
knowledge of any material adverse change in any production, reserves or other relevant
information provided to Sproule since the date that such information was provided. MBOG
believes that the MBOG Reserves Report reasonably presents the quantity and pre-tax present
worth values of the oil and natural gas reserves attributable to the crude oil, natural gas liquids
and natural gas properties evaluated in such report as of its effective date based upon
information available at the time such reserves information was prepared, and MBOG believes
that, at the date of such report, such report did not (and as of the date hereof, except as may be
attributable to changes in the prices of oil and gas or as a result of production, in either case
since the date of such report, does not) overstate the aggregate quantity or pre-tax present worth
values of such reserves or the estimated monthly production volumes therefrom.

(nn)

Absence of Undisclosed Liabilities: Except as disclosed in the MBOG Disclosure Letter, MBOG
does not have any material liabilities of any nature (matured or unmatured, fixed or contingent),
other than:
(i)

those set forth or adequately provided for in the most recent balance sheet and
associated notes thereto included in the MBOG Financial Statements (for the purposes of
this Section, the “MBOG Balance Sheet”);

(ii)

those incurred subsequent to the date of the MBOG Balance Sheet in the ordinary course
of business; and
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(iii)

those incurred in connection with the execution of this Agreement.

(oo)

Absence of Undisclosed Changes: Except as set forth in the MBOG Disclosure Letter, there has
not been any material adverse change in the capital, assets, liabilities or obligations (absolute,
accrued, contingent or otherwise) of MBOG from the position set forth in the MBOG Financial
Statements and MBOG has not incurred or suffered a Material Adverse Change since December
31, 2017 and since that date there have been no material facts, transactions, events or
occurrences which would have a Material Adverse Effect on MBOG.

(pp)

No Defaults: MBOG is not in default under, and there exists no event, condition or occurrence
which, after notice or lapse of time or both, would constitute such a default under, any Contract,
or Governmental Authorization to which it is a party or by which it is bound which would, if
terminated or upon exercise of a right made available to a third party solely by a reason of such a
default due to such default, individually or in the aggregate, have a Material Adverse Effect on
MBOG. MBOG is not in violation of any Applicable Laws which violation could have a Material
Adverse Effect on MBOG.

(qq)

Pre-emptive Rights: Except as set out in the MBOG Disclosure Letter, there are no outstanding
rights of first refusal or other pre-emptive rights of purchase which entitle any Person to acquire
any of the material MBOG Assets that will be triggered or accelerated by the Arrangement.

(rr)

Environmental: Except as set forth in the MBOG Disclosure Letter or to the extent that violations
or other matters referred to in this Section 4.1(rr) would not, individually or in the aggregate, have
a Material Adverse Effect on MBOG:
(i)

MBOG is not in violation of any applicable Environmental Laws;

(ii)

MBOG has operated its business at all times and has received, handled, used, stored,
treated, shipped and disposed of all Hazardous Substances in compliance with
Environmental Laws;

(iii)

there have been no spills, releases, deposits or discharges of Hazardous Substances, or
wastes into the earth, subsoil, underground waters, air or into any body of water or any
municipal or other sewer or drain water systems by MBOG, or on or underneath any
location which is or was currently or formerly owned, leased or otherwise operated by
MBOG, that have not been fully remediated;

(iv)

no orders, directions or notices have been issued and remain outstanding pursuant to
any Environmental Laws relating to the business or MBOG Assets of which MBOG has
received notice;

(v)

MBOG has not failed to report to the proper Governmental Authority the occurrence of
any event which is required to be so reported by any Environmental Law;

(vi)

MBOG holds all Environmental Approvals required in connection with the operation of its
business and the ownership and use of its MBOG Assets, all Environmental Approvals
are in full force and effect, and MBOG has not received any notification pursuant to any
Environmental Laws that any work, repairs, constructions or capital expenditures are
required to be made by it as a condition of continued compliance with any Environmental
Laws or Environmental Approvals, or that any Environmental Approval referred to above
is about to be reviewed, made subject to limitation or conditions, revoked, withdrawn or
terminated;

(vii)

there are no pending or, to the knowledge of MBOG, threatened claims, liens or
encumbrances resulting from Environmental Laws with respect to any of the assets or
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properties, including MBOG Assets, currently or formerly owned, leased, operated or
otherwise used by MBOG; and
(viii)

except pursuant to the asset purchase and sale agreements entered into by MBOG prior
to the date hereof, a copy of each of which has been made available for Surge’s review,
MBOG has not assumed or retained by contract or operation of law any losses,
expenses, claims, damages or liabilities of any third-party pursuant to applicable
Environmental Laws.

(ss)

Material Contracts: The MBOG Disclosure Letter contains an accurate list of all of the following
Contracts, correct, current and complete copies of which have been made available to Surge (the
“MBOG Material Contracts”): (i) all material Contracts containing any rights on the part of any
Person, including joint venture partners or entities, to acquire oil and gas or other property rights
from MBOG; (ii) all Contracts containing any rights on the part of MBOG to acquire oil and gas or
other property rights from any Person; (iii) any material Contract in respect of which the
applicable transaction has not yet been consummated for the acquisition or disposition of assets
or securities or other equity interests of another Person; (iv) any material standstill or similar
Contract currently restricting the ability of MBOG to offer to purchase or purchase the assets or
equity securities of another Person; (v) all Contracts which entitle a party to rights of termination,
the terms or conditions of which may or will be altered, or which entitle a party to any fee,
payment, penalty or increased consideration, in each case as a result of the execution of this
Agreement, the consummation of the transactions contemplated hereby or a “change in control”
of MBOG including without limitation any seismic license or similar agreements; (vi) all Contracts
pursuant to which MBOG will, or may reasonably be expected to, result in a requirement of
MBOG to expend more than an aggregate of $100,000 or receive or be entitled to receive
revenue of more than an aggregate of $100,000 in either case in the next 12 months, other than
contracts which are in the ordinary course of MBOG; and (vii) the MBOG Credit Facility. Each of
such MBOG Material Contracts constitutes a legally valid and binding agreement of MBOG,
enforceable in accordance with their respective terms. To the knowledge of MBOG, no party to a
MBOG Material Contract is in default in the observance or performance of any term or obligation
to be performed by it under any such Contract or agreement which is material to the business of
MBOG and no event has occurred which with notice or lapse of time or both would directly or
indirectly constitute such a default, in any such case which default or event would reasonably be
expected to have a Material Adverse Effect on MBOG.

(tt)

Employee Benefit Plans: MBOG has made available to Surge true, complete and correct copies
of each employee benefits plan (collectively, the “MBOG Plans”) covering active, former or
retired employees of MBOG, any related trust agreement, annuity or insurance contract or other
funding vehicle, and:
(i)

each MBOG Plan has been maintained and administered in material compliance with its
terms and is, to the extent required by Applicable Law or contract, fully funded without
having any deficit or unfunded actuarial liability or adequate provision has been made
therefor;

(ii)

all required employer contributions under any such plans have been made and the
applicable funds have been funded in accordance with the terms thereof;

(iii)

each MBOG Plan that is required or intended to be qualified under Applicable Law or
registered or approved by a Governmental Authority has been so qualified, registered or
approved by the appropriate Governmental Authority, and to the knowledge of MBOG,
nothing has occurred since the date of the last qualification, registration or approval that
would reasonably be expected to adversely affect, or cause, the appropriate
Governmental Authority to revoke such qualification, registration or approval;

-43-

D-48

(uu)

(iv)

to the knowledge of MBOG, there are no pending or anticipated claims against or
otherwise involving any of the MBOG Plans and no suit, action or other litigation
(excluding claims for benefits incurred in the ordinary course of MBOG Plan activities)
has been brought against or with respect to any MBOG Plan;

(v)

all contributions, reserves or premium payments required to be made to the MBOG Plans
have been made or provided for; and

(vi)

MBOG does not have any obligations for retiree health and life benefits under any MBOG
Plan.

Employees:
(i)

The MBOG Disclosure Letter includes a complete list of all employees and independent
contractors/consultants of MBOG, including location of employment, hire date and
cumulative length of service, position, compensation (including but not limited to salary or
wage rate, bonus and commissions), vacation entitlement, current status (full time or
part-time, active or non-active (and if non-active, the reason for leave and expected date
of return), and whether they are subject to an employment contract.

(ii)

No trade union, council of trade unions, employee bargaining agency or affiliated
bargaining agent holds bargaining rights with respect to any employees of MBOG by way
of certification, interim certification, voluntary recognition, designation or successor rights
or has applied to have MBOG declared a related employer or successor employer
pursuant to applicable labour legislation. MBOG has not engaged in any unfair labour
practices and, no strike, lock-out, work stoppage, or other labour dispute is occurring at
MBOG. There are no threatened or, to MBOG’s knowledge, pending strikes, work
stoppages, picketing, lock-outs, hand-billings, boycotts, slowdowns or similar labour
related disputes pertaining to MBOG. MBOG has not engaged in any closing or lay-off
activities within the past two years that would violate or in any way subject MBOG to the
group termination or lay-off requirements of Applicable Laws.

(iii)

MBOG has not recognized any trade union or has any staff association, staff council,
works council or other organisation formed for or arrangements having a similar purpose
and no notification to any trade union, staff association, staff council, works council or
other organisation formed for or in respect of any arrangements having a similar purpose
is required by MBOG for the purpose of consummating the transactions contemplated by
this Agreement.

(vv)

Employment Agreements: Except as set forth in the MBOG Disclosure Letter, MBOG is not a
party to any Contract of employment or consultancy which: (i) may not be terminated on one
month’s notice; or (ii) provides for payments occurring on a change of control of MBOG.

(ww)

Brokers and Finders: Other than pursuant to the MBOG Financial Advisory Agreements, each of
which is included in the MBOG Disclosure Letter, MBOG has not retained nor will it retain any
financial advisor, broker, agent or finder or pay or agreed to pay any financial advisor, broker,
agent or finder on account of this Agreement, any transaction contemplated hereby or any
transaction presently ongoing or contemplated without the consent of Surge (which consent will
not be unreasonably withheld or delayed).

(xx)

Rights Plans: Other than the MBOG Incentives, MBOG does not have a shareholder rights plan
or any other form of plan, agreement, contract or instrument that will trigger any rights to acquire
MBOG Shares or other securities of MBOG or rights, entitlements or privileges in favour of any
Person upon the entering into of this Agreement or in connection with the Arrangement.
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(yy)

MBOG Fairness Opinion. MBOG has received the MBOG Fairness Opinion.

(zz)

Board Approval: The MBOG Board has unanimously made the determinations and
recommendations as set forth in Section 2.9.

(aaa)

Proceeds of Crime: MBOG has not, directly or indirectly, (i) made or authorized any contribution,
payment or gift of funds or property to any official, employee or agent of any governmental
agency, authority or instrumentality of any jurisdiction, or (ii) made any contribution to any
candidate for public office, in either case, where either the payment or the purpose of such
contribution, payment or gift was, is, or would be prohibited under the Canada Corruption of
Foreign Public Officials Act (Canada) or the Proceeds of Crime (Money Laundering) and Terrorist
Financing Act (Canada) or the rules and regulations promulgated thereunder or under any other
legislation of any relevant jurisdiction covering a similar subject matter applicable to MBOG and
its operations and MBOG has instituted and maintained policies and procedures designed to
ensure, and which are reasonably expected to continue to ensure, continued compliance with
such legislation.

(bbb)

Swaps: Except as set forth in the MBOG Disclosure Letter, MBOG has no obligations or liabilities,
direct or indirect, vested or contingent in respect of any rate swap transactions, basis swaps,
forward rate transactions, commodity swaps, commodity options, equity or equity index swaps,
equity or equity index options, bond options, interest rate options, foreign exchange transactions,
cap transactions, floor transactions, collar transactions, currency swap transactions, cross
currency rate swap transactions, currency options, production sales transactions having terms
greater than 30 days or any other similar transactions (including any option with respect to any of
such transactions) or any combination of such transactions.

(ccc)

Arrangements in Respect of Outstanding Securities: Except as set forth in the MBOG Disclosure
Letter, neither MBOG nor (to the knowledge of MBOG) any of its shareholders is a party to any
unanimous shareholders agreement, pooling agreement, voting trust or other similar type of
arrangements in respect of outstanding securities of MBOG.

(ddd)

Insiders: To the knowledge of MBOG, no insider of MBOG has a present intention to sell any
securities of MBOG, other than pursuant to the Arrangement.

(eee)

Operational Matters: Except to the extent that any matter referenced to in this Subsection
4.1(eee) does not, and would not, reasonably be expected to have a Material Adverse Effect on
MBOG, all rentals, royalties, overriding royalty interests, production payments, net profits, interest
burdens, payments and obligations due and payable, or performable, as the case may be, on or
prior to the date of this Agreement under, with respect to, or on account of, any direct or indirect
assets of MBOG has been, in all material respects: (i) duly paid; (ii) duly performed; or (iii)
provided for prior to the date hereof and all costs, expenses and liabilities payable on or prior to
the date hereof under the terms of any contracts and agreements to which MBOG is directly or
indirectly bound have been properly and timely paid, except for such expenses that are being
currently paid prior to delinquency in the ordinary course of business.

(fff)

No Guarantees: MBOG has not guaranteed, endorsed, assumed, indemnified (other than
pursuant to indemnity agreements with its directors and officers and as contemplated by the bylaws of MBOG and Applicable Laws, standard indemnity agreements in financial services and
underwriting and agency agreements and indemnities provided in the ordinary course to industry
partners, service providers and asset vendors) or accepted any responsibility for, and does not
and will not guarantee, endorse, assume, indemnify or accept any responsibility for, contingently
or otherwise, any indebtedness or the performance of any obligation of MBOG’s directors,
officers, employees, consultants or MBOG Shareholders.

(ggg)

Payments to Employees, Non-Residents, Etc.: MBOG has: (i) withheld from each payment made
to any of its present or former employees, officers or directors, and to all Persons who are non-
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residents of Canada for the purposes of the Tax Act, and to other Persons, all amounts required
by Applicable Law or administrative practice to be withheld and has remitted such amounts within
the prescribed periods to the appropriate Taxing Authority; (ii) remitted all Taxes and has remitted
such amounts to the proper Taxing Authority within the time required by Applicable Law; and (iii)
charged, collected and remitted, on a timely basis, all Taxes as required by Applicable Law on
any sale, supply, delivery whatsoever, made by MBOG.
(hhh)

MBOG Net Debt: The MBOG Net Debt is nil as of the date hereof and will be nil as of the
Effective Date.

(iii)

MBOG Working Capital: The MBOG Working Capital is not less than $11.0 million as of August
31, 2018.

(jjj)

MBOG Transactions Costs: The MBOG Disclosure Letter sets out a genuine pre-estimate of the
MBOG Transaction Costs, including a detailed breakdown of such MBOG Transaction Costs,
which MBOG Transaction Costs will not exceed $7.5 million.

(kkk)

MBOG Tax Pools: MBOG Tax Pools are no less than the amount set forth in the MBOG
Disclosure Letter, as at the dates set forth thereon, including a detailed breakdown of such
MBOG Tax Pools, and, except as set forth in the MBOG Disclosure Letter, MBOG has not taken
any action, or entered into any transaction that would have the effect of materially reducing any
amount set forth therein.

(lll)

Authorizations for Expenditures: As of the date hereof, MBOG has authorizations for expenditures
and other like commitments with respect to the MBOG Assets, the estimated outstanding portion
of which, in an aggregate amount, does not exceed $1,000,000 and all such authorizations and
commitments are set forth in the MBOG Disclosure Letter.

(mmm) Liability Management Ratio: The liability management ratio of MBOG is greater than 2.0 as of the
date hereof.
(nnn)

Production: MBOG’s average production on the MBOG Assets for the 14-day period ended
August 14, 2018 was not less than 5,800 BOE/D.

(ooo)

Location of Assets and U.S. Sales: All of the MBOG Assets of each MBOG Asset, including all
entities “controlled by” MBOG for purposes of the Hart-Scott-Rodino Antitrust Improvements Act
of 1976, as amended, are located outside the United States and did not generate sales in or into
the United States exceeding US$80.8 million during MBOG’s most recent completed fiscal year.

(ppp)

Investment Company: MBOG is not registered or, assuming it was incorporated in the United
States, required to be registered as an “investment company” pursuant to the United States
Investment Company Act of 1940, as amended.

(qqq)

Exchange Act: No class of securities of MBOG is registered or required to be registered pursuant
to Section 12 of the United States Securities Exchange Act of 1934, as amended, nor does
MBOG have a reporting obligation pursuant to Section 15(d) of the U.S. Securities Act.

(rrr)

Standstill Provisions: MBOG has not waived any standstill or similar provisions contained in a
confidentiality agreement or otherwise for any Person.

(sss)

No Withholding: To the knowledge of MBOG, no representation or warranty made by MBOG in
this Agreement contains any untrue statement of a material fact or fails to state a material fact
necessary to make any such representation or warranty, in light of the circumstances in which it
was made, not misleading.
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(ttt)

MBOG Disclosure Letter: The facts and circumstances disclosed by MBOG to Surge in the
MBOG Disclosure Letter are true and correct in all material respects.

4.2

Representations and Warranties of Surge

Surge represents and warrants to and in favour of MBOG and acknowledges that MBOG is relying upon
such representations and warranties in connection with the matters contemplated by this Agreement and
the consummation of the Arrangement:
(a)

Organization and Qualification: Surge and each of the Surge Subsidiaries has been duly
incorporated, amalgamated or organized, as the case may be, and is validly subsisting under the
Applicable Laws of the jurisdiction of their respective incorporation, amalgamation or
organization, as the case may be, and has the requisite power and authority to own its assets and
properties as now owned and to carry on its business as now conducted. Surge and each of the
Surge Subsidiaries is duly registered or authorized to conduct its affairs or do business, as
applicable, and is in good standing in each jurisdiction in which the character of its assets and
properties, owned, leased, licensed or otherwise held, or the nature of its activities makes such
registration or authorization necessary, except where the failure to have such standing which, if
not in place, would not, individually or in the aggregate, have a Material Adverse Effect on Surge
and the Surge Subsidiaries, taken as a whole, or significantly impede the ability of Surge to
consummate the Arrangement.

(b)

Authority Relative to this Agreement: Surge has the requisite corporate power and authority to
execute this Agreement and to carry out its obligations hereunder. The execution and delivery of
this Agreement and the consummation by Surge of the transactions contemplated by the
Arrangement has been duly authorized by the Surge Board and, subject to the Competition Act
Approval, no other proceedings on the part of Surge are necessary to authorize this Agreement
or the Arrangement. This Agreement has been duly executed and delivered by Surge and
constitutes a legal, valid and binding obligation of Surge enforceable against it in accordance with
its terms, subject to the qualification that such enforceability may be limited by bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium and other Applicable Laws of general
application relating to or affecting rights of creditors and that equitable remedies, including
specific performance, are discretionary and may not be ordered.

(c)

Subsidiaries: Other than the Surge Subsidiaries, Surge has no subsidiaries.

(d)

No Violations: Except as contemplated by this Agreement:
(i)

neither the execution and delivery of this Agreement by Surge nor the consummation of
the transactions contemplated by the Arrangement nor compliance by Surge with any of
the provisions hereof will:
(A)

other than any consents or approvals required under the Surge Credit Facility,
violate, conflict with, or result in a breach of any provision of, require any
consent, approval or notice under, or constitute a default (or an event which, with
notice or lapse of time or both, would constitute a default) or result in a right of
termination or acceleration under, or result in the creation of any Encumbrance
upon any of the properties or assets of Surge or any of the Surge Subsidiaries or
cause any indebtedness to come due before its stated maturity or cause any
credit to cease to be available, under any of the terms, conditions or provisions
of: (1) articles or by-laws of Surge or any of the Surge Subsidiaries; or (2) any
material Contract of Surge;

(B)

subject to compliance with applicable statutes and regulations and stock
exchange rules, including obtaining the Competition Act Approval, violate any
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judgment, ruling, order, writ, injunction, determination, award, decree, statute,
ordinance, rule or regulation applicable to Surge or any of the Surge Subsidiaries
or any of their respective properties or assets; or
(C)

(ii)

cause the suspension or revocation of any authorization, consent, approval or
license currently in effect; and

other than in connection with or in compliance with the provisions of Applicable Laws and
the rules of the TSX in relation to the completion of the Arrangement or which are
required to be fulfilled post Arrangement, and except for any consents or approvals
required under the Surge Credit Facility and the obtaining of the Final Order and the
Competition Act Approval:
(A)

there is no legal impediment to Surge’s consummation of the Arrangement; and

(B)

no filing or registration with, or authorization, consent or approval of, any
domestic or foreign public body or authority is required of Surge in connection
with the consummation of the Arrangement, except for such filings or
registrations which, if not made, or for such authorizations, consents or approvals
which, if not received, would not, individually or in the aggregate, have a Material
Adverse Effect on Surge and the Surge Subsidiaries, taken as a whole, or
significantly impede the ability of Surge to consummate the Arrangement.

(e)

Cash Consideration: Surge shall, at the Effective Time, have sufficient funds or committed
financing available to effect the consummation of the Arrangement on the terms set forth herein.

(f)

Share Consideration: Surge has reserved and allotted a sufficient number of Surge Shares as are
issuable as the Share Consideration pursuant to the Arrangement, and, subject to the terms and
conditions of the Arrangement, such Surge Shares will be validly issued as fully paid and nonassessable.

(g)

Litigation: Except as disclosed in the Surge Disclosure Letter, there are no claims, actions, suits,
proceedings, investigations, arbitrations, audits, grievances, assessments or reassessments in
existence or pending or, to the knowledge of Surge, threatened or for which there is a reasonable
basis, affecting or that would reasonably be expected to affect Surge or any of the Surge
Subsidiaries or affecting or that would reasonably be expected to affect any of their respective
properties or assets at law or in equity or before or by any court or Governmental Authority which
claim, action, suit, proceeding, investigation, arbitration, audit, grievance, assessment or
reassessment involves a possibility of any judgment against or liability of Surge or any of the
Surge Subsidiaries in an amount in excess of $100,000.

(h)

Taxes, etc.:
(i)

All Tax Returns required to be filed by or on behalf of Surge have been duly filed on a
timely basis and all such tax returns are true, complete and correct in all material
respects. All Taxes or instalments of Taxes shown to be payable on such Tax Returns, or
on subsequent assessments with respect thereto, have been paid in full on a timely
basis, and no other material Taxes are payable by Surge with respect to items or periods
covered by such Tax Returns.

(ii)

There are no assessments or reassessments of any Taxes that have been issued or are
outstanding, or pursuant to which there are any amounts owing. No Governmental
Authority has audited, challenged, disputed or questioned Surge in respect of Taxes or of
any returns, filings or other reports filed under any statute providing for Taxes. Surge is
not negotiating any proposed assessment or reassessment with any Governmental
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Authority. Surge is not aware of any contingent liabilities for a material amount of Taxes
or any grounds for an assessment or reassessment with respect thereto including,
without limitation, aggressive treatment of income, expenses, credits or other claims for
deduction under any return or notice. Surge has not received any indication from any
Governmental Authority that an audit, assessment or reassessment is proposed in
respect of any Taxes, regardless of its merits. Surge has not executed or filed with any
Governmental Authority any agreement extending the period for the filing of any Tax
Returns or for the assessment, reassessment or collection of any Taxes. Surge has not
requested, nor entered into any agreement or other arrangement, or executed any waiver
providing for, any extension of time within which: (A) to file any Tax Return for which
Surge is or may be liable; (B) to file any elections, designations or similar documents or
instruments relating to Taxes for which Surge is or may be liable; or (C) any
Governmental Authority may assess, reassess or collect Taxes for which Surge is or may
be liable.
(iii)

Surge has paid or has withheld and remitted to the appropriate Taxing Authority all Taxes
on a timely basis and in accordance with Applicable Laws relating to Taxes, including any
instalments or prepayments of Taxes, that are due and payable whether or not shown as
being due on any Tax Return, or, where payment is not yet due, Surge has established
adequate accruals in conformity with GAAP in the Surge Financial Statements for the
period covered by such financial statements for any Taxes, including income taxes and
related future taxes, if applicable, that have not been paid, whether or not shown as being
due on any Tax Return. Surge has made adequate provision or disclosure in its books
and records for any Taxes accruing in respect of any period subsequent to the period
covered by such financial statements, whether or not shown as being due on any Tax
Return. The liability for Taxes has been assessed for all taxation periods up to and
including December 31, 2017.

(iv)

No material deficiencies exist, have been asserted, or to the knowledge of Surge, have
been threatened, by any Governmental Authority with respect to Taxes of Surge that
have not yet been settled.

(i)

Investment Canada Act: Surge is not a “non-Canadian” within the meaning of the Investment
Canada Act (Canada).

(j)

Tax Act Residency: Surge is not a non-resident for the purposes of the Tax Act and is a taxable
Canadian corporation within the meaning of subsection 89(1) of the Tax Act.

(k)

Reporting Issuer Status: Surge is a “reporting issuer” in British Columbia, Alberta, Saskatchewan,
Manitoba, Ontario, Québec, New Brunswick, Nova Scotia, Prince Edward Island and
Newfoundland and Labrador and is in material compliance with all Applicable Securities Laws
therein and the Surge Shares are listed and posted for trading on the TSX. Surge is not in default
of any material requirements of any Applicable Securities Laws or any rules or regulations of, or
agreement with, the TSX. No delisting, suspension of trading in or cease trading order with
respect to the Surge Shares is pending or, to the knowledge of Surge, threatened. Surge has
timely filed with the Securities Authorities all material forms, reports, schedules, statements and
other documents required to be filed by Surge with the Securities Authorities since becoming a
“reporting issuer”. Surge has not filed any confidential material change report that, at the date
hereof, remains confidential.

(l)

Capitalization: As of the date hereof, the authorized capital of Surge consists of an unlimited
number of Surge Shares and an unlimited number of preferred shares, issuable in series. As of
the date hereof, there are issued and outstanding 233,618,191 Surge Shares and no other
shares are issued and outstanding. Other than: (i) Surge RSAs to acquire 3,718,003 Surge
Shares (after giving effect to estimated adjustments for dividends declared and paid pursuant to
the Surge LTIP); (ii) Surge PSAs to acquire 5,205,784 Surge Shares (after giving effect to
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estimated adjustments for dividends declared and paid pursuant to the Surge LTIP and assuming
a Payout Percentage (as defined in the Surge LTIP) of 100%), and (iii) $44.5 million of
outstanding convertible debentures, convertible, at the holder's option, into Surge Shares at any
time at a conversion price of approximately $2.749517 per Surge Share (subject to ongoing
adjustments for dividends declared and paid), representing a conversion rate of approximately
363.7002 Surge Shares (subject to ongoing adjustments for dividends declared and paid) for
each $1,000 principal amount of debentures, there are no options, warrants or other rights, plans
agreements or commitments of any nature whatsoever requiring the issuance, sale or transfer by
Surge of any securities of Surge (including Surge Shares) or any securities convertible into, or
exchangeable or exercisable for, or otherwise evidencing a right to acquire, any securities of
Surge (including Surge Shares). All outstanding Surge Shares have been duly authorized and
validly issued, are fully paid and non-assessable and are not subject to, nor were they issued in
violation of, any pre-emptive rights and all Surge Shares issuable upon the exercise of Surge
RSAs and Surge PSAs will be duly authorized and validly issued as fully paid and nonassessable and will not be subject to any pre-emptive rights. Other than the Surge Shares, there
are no securities of Surge outstanding which have the right to vote generally (except that the
Surge RSAs and Surge PSAs are exercisable or convertible into or exchangeable for securities
having the right to vote generally) with the Surge Shareholders on any matter.
(m)

No Orders: No order, ruling or determination having the effect of suspending the sale of, or
ceasing the trading of, the Surge Shares or any other securities of Surge have been issued by
any Governmental Authority and is continuing in effect and no proceedings for that purpose have
been instituted, are pending or, to the knowledge of Surge, are contemplated or threatened under
any Applicable Laws or by any Governmental Authority.

(n)

Surge Public Record: The information and statements set forth in the Surge Public Record, as it
relates to Surge, are true, correct, and complete and did not contain any misrepresentation, as of
the respective dates of such information or statements, and no material change has occurred in
relation to Surge which is not disclosed in the Surge Public Record, and Surge has not filed any
confidential material change reports which continue to be confidential.

(o)

Surge Financial Statements: The Surge Financial Statements were prepared in accordance with
GAAP, consistently applied (except: (i) as otherwise indicated in such financial statements and
the notes thereto or, in the case of audited statements, in the related report of Surge’s
independent auditors; or (ii) in the case of unaudited interim statements, to the extent they may
not include footnotes, are subject to normal year-end adjustments or may be condensed or
summary statements), and present fairly in accordance with GAAP, consistently applied, the
financial position, results of operations and changes in financial position of Surge and the Surge
Subsidiaries, on a consolidated basis, as of the dates thereof and for the periods indicated therein
(subject, in the case of any unaudited interim financial statements, to normal year-end audit
adjustments). There has been no material change in Surge accounting policies since January 1,
2018.

(p)

Books and Records: The financial books, records and accounts of Surge, in all material respects:
(i) have been maintained in accordance with good business practices on a basis consistent with
prior years; (ii) are stated in reasonable detail and accurately and fairly reflect the material
transactions and dispositions of the properties and assets of Surge; and (iii) accurately and fairly
reflect the basis for the Surge Financial Statements. The corporate records and minute books of
Surge have been maintained substantially in compliance with Applicable Laws and are complete
and accurate in all material respects, and full access thereto has been provided to MBOG, other
than in relation to MBOG and the Arrangement.

(q)

Absence of Certain Changes or Events: Except for the Arrangement or any action taken in
accordance with this Agreement, since January 1, 2018:

-50-

D-55

(i)

Surge has conducted its business only in the ordinary course of business substantially
consistent with past practice;

(ii)

no liability or obligation of any nature (whether absolute, accrued, contingent or
otherwise) material to Surge and the Surge Subsidiaries, taken as a whole, has been
incurred other than in the ordinary course of business or other than where such liability or
obligation would not have a Material Adverse Effect on Surge and the Surge
Subsidiaries, taken as a whole;

(iii)

there has been no Material Adverse Change in respect of Surge and the Surge
Subsidiaries, taken as a whole; and

(iv)

Surge, and to the knowledge of Surge, no director, officer, employee or auditor of Surge,
has received or otherwise had or obtained knowledge of any fraud or material complaint,
allegation, assertion or claim, whether written or oral, regarding fraud or the accounting or
auditing practices, procedures, methodologies or methods of Surge or its internal
accounting controls.

(r)

Surge Reserves Report: Surge has made available to Sproule, prior to the issuance of its report
dated February 9, 2018 evaluating the crude oil, natural gas liquids and natural gas reserves of
Surge as at December 31, 2017 (the “Surge Reserves Report”), for the purpose of preparing the
Surge Reserves Report, all information requested by Sproule, which information did not contain
any misrepresentation at the time such information was provided. Except with respect to changes
in the prices of oil and gas or as a result of production since such time, Surge has no knowledge
of any material adverse change in any production, reserves or other relevant information provided
to Sproule since the date that such information was provided. Surge believes that the Surge
Reserves Report reasonably presents the quantity and pre-tax present worth values of the oil and
natural gas reserves attributable to the crude oil, natural gas liquids and natural gas properties
evaluated in such report as of its effective date based upon information available at the time such
reserves information was prepared, and Surge believes that, at the date of such report, such
report did not (and as of the date hereof, except as may be attributable to changes in prices or oil
and gas or as a result of production, in either case since the date of such report, does not)
overstate the aggregate quantity or pre-tax present worth values of such reserves or the
estimated monthly production volumes therefrom.

(s)

Registration, Exemption Orders, Licenses, etc.: To the knowledge of Surge, Surge has obtained
and is in compliance with Governmental Authorizations, except where the failure to obtain or be in
compliance could not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect on Surge. Such Governmental Authorizations are in full force and effect in
accordance with their terms, and no event has occurred or circumstance exists that (with or
without notice or lapse of time) may constitute or result in a violation of any such Governmental
Authorization, except where the violation would not, individually or in the aggregate, reasonably
be expected to have a Material Adverse Effect on Surge. No proceedings are pending or, to the
knowledge of Surge, threatened, which could result in the revocation or limitation of any
Governmental Authorization, and all steps have been taken and filings made on a timely basis
with respect to each Governmental Authorization and its renewal, except where the failure to take
such steps and make such filings would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on Surge.

(t)

Compliance with Laws: The operations and business of Surge are and have been carried out in
compliance with and not in violation of any Applicable Laws in all material respects, and Surge
has not received any notice of any alleged material violation of any such Applicable Laws.

(u)

Restrictions on Business Activities: There is no judgment, injunction or order binding upon Surge,
and Surge is not subject to any contractual commitment, that has or could reasonably be
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expected to have the effect of prohibiting, restricting or impairing its business or, individually or in
the aggregate, have a Material Adverse Effect on Surge.
(v)

Title: Although Surge does not warrant title, Surge does not have any reason to believe that
Surge does not have good and marketable title to or the irrevocable right to produce and sell their
petroleum, natural gas and related hydrocarbons (the “Surge Interests”) and does not have any
reason to believe that there are any defects, failures or impairments in the title of Surge to the
assets, properties, facilities, Governmental Authorizations, rights or other privileges (whether
contractual or otherwise) of, and securities owned by, Surge, except where such defects, failures
or impairment individually or in aggregate would not have a Material Adverse Effect on Surge.
The Surge Interests are held free and clear of all Encumbrances (other than Permitted
Encumbrances) created by, through or under Surge, and to the knowledge of Surge, Surge holds
the Surge Interests under valid and subsisting leases, Governmental Authorizations,
concessions, concession agreements, contracts, subleases, reservations or other agreements.

(w)

Insurance: Policies of insurance that are in force as of the date hereof naming Surge as an
insured adequately and reasonably cover all risks as are customarily covered by oil and gas
producers in the industry in which Surge operates and having regard to the nature of the risk
insured and the relative cost of obtaining insurance to protect the interests of Surge. All such
policies shall remain in force and effect and shall not be cancelled or otherwise terminated as a
result of the transactions contemplated by this Agreement.

(x)

Absence of Undisclosed Liabilities: Surge does not have any material liabilities of any nature
(matured or unmatured, fixed or contingent), other than:
(i)

those set forth or adequately provided for in the most recent balance sheet and
associated notes thereto included in the Surge Financial Statements (for the purposes of
this Section, the “Surge Balance Sheet”);

(ii)

those incurred subsequent to the date of the Surge Balance Sheet in the ordinary course
of business; and

(iii)

those incurred in connection with the execution of this Agreement.

(y)

Absence of Undisclosed Changes: There has not been any material change in the capital, assets,
liabilities or obligations (absolute, accrued, contingent or otherwise) of Surge from the position set
forth in the Surge Financial Statements and Surge has not incurred or suffered a Material
Adverse Change since December 31, 2017 and since that date there have been no material
facts, transactions, events or occurrences which would have a Material Adverse Effect on Surge.

(z)

No Defaults: Surge is not in default under, and there exists no event, condition or occurrence
which, after notice or lapse of time or both, would constitute such a default under, any Contract,
or Governmental Authorization to which it is a party or by which it is bound which would, if
terminated or upon exercise of a right made available to a third party solely by a reason of such a
default due to such default, individually or in the aggregate, have a Material Adverse Effect on
Surge. Surge is not in violation of any Applicable Laws which violation could have a Material
Adverse Effect on Surge.

(aa)

Environmental: Except to the extent that violations or other matters referred to in this
subparagraph would not, individually or in the aggregate, have a Material Adverse Effect on
Surge and the Surge Subsidiaries, taken as a whole:
(i)

none of Surge or any of the Surge Subsidiaries is in violation of any applicable
Environmental Laws;
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(ii)

Surge and each of the Surge Subsidiaries has operated its business at all times and has
received, handled, used, stored, treated, shipped and disposed of all Hazardous
Substances in compliance with Environmental Laws;

(iii)

there have been no spills, releases, deposits or discharges of Hazardous Substances, or
wastes into the earth, subsoil, underground waters, air or into any body of water or any
municipal or other sewer or drain water systems by Surge or any of the Surge
Subsidiaries, or on or underneath any location which is or was currently or formerly
owned, leased or otherwise operated by Surge or any of the Surge Subsidiaries, that
have not been fully remediated;

(iv)

no orders, directions or notices have been issued and remain outstanding pursuant to
any Environmental Laws relating to the business or assets of Surge or any of the Surge
Subsidiaries of which Surge or any of the Surge Subsidiaries has notice;

(v)

none of Surge or any of the Surge Subsidiaries has failed to report to the proper
Governmental Authority the occurrence of any event which is required to be so reported
by any Environmental Law; and

(vi)

Surge and each of the Surge Subsidiaries holds all Environmental Approvals required in
connection with the operation of its business and the ownership and use of such assets,
all Environmental Approvals are in full force and effect, and none of Surge or any of the
Surge Subsidiaries has received any notification pursuant to any Environmental Laws
that any work, repairs, constructions or capital expenditures are required to be made by it
as a condition of continued compliance with any Environmental Laws or Environmental
Approvals, or that any Environmental Approval referred to above is about to be reviewed,
made subject to limitation or conditions, revoked, withdrawn or terminated.

(bb)

Operational Matters: Except to the extent that any matter referenced to in this Subsection 4.2(bb)
does not, and would not, reasonably be expected to have a Material Adverse Effect on Surge, all
rentals, royalties, overriding royalty interests, production payments, net profits, interest burdens,
payments and obligations due and payable, or performable, as the case may be, on or prior to the
date of this Agreement under, with respect to, or on account of, any direct or indirect assets of
Surge has been, in all material respects: (i) duly paid; (ii) duly performed; or (iii) provided for prior
to the date hereof and all costs, expenses and liabilities payable on or prior to the date hereof
under the terms of any contracts and agreements to which Surge is directly or indirectly bound
have been properly and timely paid, except for such expenses that are being currently paid prior
to delinquency in the ordinary course of business.

(cc)

Board Approval: The Surge Board has unanimously made the determinations and
recommendations as set forth in Section 2.10.

(dd)

Proceeds of Crime: None of Surge or any of the Surge Subsidiaries has, directly or indirectly: (i)
made or authorized any contribution, payment or gift of funds or property to any official, employee
or agent of any governmental agency, authority or instrumentality of any jurisdiction; or (ii) made
any contribution to any candidate for public office, in either case, where either the payment or the
purpose of such contribution, payment or gift was, is, or would be prohibited under the Canada
Corruption of Foreign Public Officials Act (Canada) or the Proceeds of Crime (Money Laundering)
and Terrorist Financing Act (Canada) or the rules and regulations promulgated thereunder or
under any other legislation of any relevant jurisdiction covering a similar subject matter applicable
to Surge or any of the Surge Subsidiaries and their respective operations and Surge and each of
the Surge Subsidiaries has instituted and maintained policies and procedures designed to
ensure, and which are reasonably expected to continue to ensure, continued compliance with
such legislation.
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(ee)

Foreign Private Issuer: Surge is a “foreign private issuer” within the meaning of Rule 405 of
Regulation C under the U.S. Securities Act.

(ff)

Investment Company: Surge is not registered or, assuming it was incorporated in the United
States, required to be registered as an “investment company” pursuant to the United States
Investment Company Act of 1940, as amended.

4.3

Privacy Issues

(a)

For the purposes of this Section 4.3, the following definitions shall apply:
(i)

“applicable law” means, in relation to any Person, transaction or event, all applicable
provisions of Applicable Laws by which such Person is bound or having application to the
transaction or event in question, including applicable privacy laws;

(ii)

“applicable privacy laws” means any and all applicable laws relating to privacy and the
collection, use and disclosure of Personal Information in all applicable jurisdictions,
including but not limited to the Personal Information Protection and Electronic Documents
Act (Canada) or any comparable provincial law including the Personal Information
Protection Act (Alberta) or both;

(iii)

“authorized authority” means, in relation to any Person, transaction or event, any (A)
federal, provincial, municipal or local governmental body (whether administrative,
legislative, executive or otherwise), both domestic and foreign, (B) agency, authority,
commission, instrumentality, regulatory body, court, central bank or other entity
exercising executive, legislative, judicial, taxing, regulatory or administrative powers or
functions of or pertaining to government, (C) court, arbitrator, commission or body
exercising judicial, quasi-judicial, administrative or similar functions, and (D) other body or
entity created under the authority of or otherwise subject to the jurisdiction of any of the
foregoing, including any stock or other securities exchange, in each case having
jurisdiction over such Person, transaction or event; and

(iv)

“Personal Information” means information (other than business contact information
when used or disclosed for the purpose of contacting such individual in that individual’s
capacity as an employee or an official of an organization and for no other purpose) about
an identifiable individual disclosed or transferred by one Party to the Other Party in
accordance with this Agreement and/or as a condition of the Arrangement.

(b)

The Parties hereto acknowledge that they are responsible for compliance at all times with
applicable privacy laws which govern the collection, use or disclosure of Personal Information
disclosed to either of the Parties pursuant to or in connection with this Agreement (the
“Disclosed Personal Information”).

(c)

Prior to the completion of the Arrangement, neither Party shall use or disclose the Disclosed
Personal Information for any purposes other than those related to the performance of this
Agreement and the completion of the Arrangement. After the completion of the transactions
contemplated herein, a Party may only collect, use and disclose the Disclosed Personal
Information for the purposes for which the Disclosed Personal Information was initially collected
from or in respect of the individual to which such Disclosed Personal Information relates or for the
completion of the transactions contemplated herein, unless (i) either Party shall have first notified
such individual of such additional purpose, and where required by applicable law, obtained the
consent of such individual to such additional purpose, or (ii) such use or disclosure is permitted or
authorized by applicable law, without notice to, or consent from, such individual.
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(d)

Each of the Parties acknowledges and confirms that the disclosure of the Disclosed Personal
Information is necessary for the purposes of determining if the Parties shall proceed with the
Arrangement, and that the Disclosed Personal Information relates solely to the carrying on of the
business or the completion of the Arrangement.

(e)

Each of the Parties acknowledge and confirm that it has taken and shall continue to take
reasonable steps to, in accordance with applicable law, prevent accidental loss or corruption of
the Disclosed Personal Information, unauthorized input or access to the Disclosed Personal
Information, or unauthorized or unlawful collection, storage, disclosure, recording, copying,
alteration, removal, deletion, use or other processing of such Disclosed Personal Information.

(f)

Subject to the following provisions, each of the Parties shall at all times keep strictly confidential
all Disclosed Personal Information provided to it, and shall instruct those employees or advisors
responsible for processing such Disclosed Personal Information to protect the confidentiality of
such information in a manner consistent with the Parties’ obligations hereunder. Prior to the
completion of the Arrangement, each of the Parties shall take reasonable steps to ensure that
access to the Disclosed Personal Information shall be restricted to those employees or advisors
of the respective Party who have a bona fide need to access such information in order to
complete the Arrangement.

(g)

Where authorized by applicable law, each of the Parties shall promptly notify the Other Party to
this Agreement of all inquiries, complaints, requests for access, variations or withdrawals of
consent and claims of which the Party is made aware in connection with the Disclosed Personal
Information. To the extent permitted by applicable law, the Parties shall fully co-operate with one
another, with the Persons to whom the Personal Information relates, and any authorized authority
charged with enforcement of applicable privacy laws, in responding to such inquiries, complaints,
requests for access, variations or withdrawals of consent and claims.

(h)

Upon the expiry or termination of this Agreement, or otherwise upon the reasonable request of
either Party, the Other Party shall forthwith cease all use of the Disclosed Personal Information
acquired by it in connection with this Agreement and will return to the requesting Party or, at the
requesting Party’s request, destroy in a secure manner, the Disclosed Personal Information (and
any copies thereof) in its possession.
ARTICLE 5
CONDITIONS PRECEDENT

5.1

Mutual Conditions Precedent

The respective obligations of the Parties to consummate the transactions contemplated hereby, and in
particular the Arrangement, are subject to the satisfaction, on or before the Effective Date or such other
time specified, of the following conditions:
(a)

Interim Order: The Interim Order shall have been granted on or before September 21, 2018 in
form and substance satisfactory to each of MBOG and Surge, acting reasonably, and such order
shall not have been set aside or modified in a manner unacceptable to MBOG and Surge, each
acting reasonably, on appeal or otherwise.

(b)

MBOG Arrangement Resolution: The MBOG Arrangement Resolution shall have been passed by
the MBOG Shareholders.

(c)

Surge Issuance Resolution: The Surge Issuance Resolution shall have been passed by the Surge
Shareholders.
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(d)

Final Order: The Final Order shall have been granted in form and substance satisfactory to each
of MBOG and Surge, acting reasonably, and such order shall not have been set aside or modified
in a manner unacceptable to MBOG and Surge, each acting reasonably, on appeal or otherwise.

(e)

Effective Date: The Effective Date shall occur on or before the Outside Date.

(f)

Surge Shares: The TSX shall have conditionally approved for listing all of the Surge Shares
issuable to the MBOG Shareholders pursuant to the Arrangement.

(g)

Articles of Arrangement: The Articles of Arrangement to be filed with the Registrar in accordance
with the Arrangement shall be in form and substance satisfactory to each of Surge and MBOG,
acting reasonably.

(h)

Approvals of Governmental Authorities: Each of MBOG and Surge shall have obtained all
consents, waivers, permissions and approvals necessary to complete the Arrangement by or from
relevant Governmental Authorities, on terms and conditions satisfactory to the Parties, acting
reasonably, including without limitation the Competition Act Approval.

(i)

No Actions: There shall be no action taken under any existing Applicable Law, nor any statute,
rule, regulation or order which is enacted, enforced, promulgated or issued by any Governmental
Authority, that:
(i)

makes illegal or otherwise directly or indirectly restrains, enjoins or prohibits the
Arrangement or any other transactions contemplated herein; or

(ii)

results in a judgment or assessment of material damages directly or indirectly relating to
the transactions contemplated herein.

The conditions in this Section 5.1 are for the mutual benefit of MBOG and Surge and, with the exception
of obtaining approval of the TSX under Section 5.1(f) and the Competition Act Approval, may be waived,
in whole or in part, by the Parties at any time. If any of the foregoing conditions are not satisfied or waived
on or before the Outside Date, then a Party may terminate this Agreement as provided in Section
8.1(a)(ii) (save and except for Section 4.3, Article 6, Article 9, Section 10.4 and Section 10.8 hereof which
shall survive such termination and remain in full force and effect) by written notice to the Other Party in
circumstances where the failure to satisfy any such condition is not the result, directly or indirectly, of such
terminating Party’s breach of any term or condition of this Agreement.
5.2

Additional Conditions to Obligations of MBOG

The obligation of MBOG to consummate the transactions contemplated hereby, and in particular the
Arrangement, is subject to the following conditions:
(a)

Representations and Warranties: The representations and warranties of Surge set forth in this
Agreement will be true and correct as of the Effective Date as if made on and as of such date
(except to the extent such representations and warranties speak as of an earlier date, the
accuracy of which will be determined as of that specified date), except where any inaccuracies of
representations or warranties would not, either individually or in the aggregate, have a Material
Adverse Effect on Surge (it being understood that, for purposes of determining accuracy of such
representations and warranties, all “Material Adverse Effect”, ”Material Adverse Change” and
other materiality qualifications contained in such representations and warranties will be
disregarded) and Surge will have provided to MBOG a certificate of a senior officer certifying
(without personal liability) such accuracy on the Effective Date, provided that Surge will be
entitled to cure any breach of a representation and warranty within five Business Days after
receipt of written notice thereof from MBOG (except that no cure period will be provided for a
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breach which by its nature cannot be cured and, in no event, will any cure period extend beyond
the Outside Date).
(b)

Covenants: Surge will have complied in all material respects with its covenants herein, except
where the failure to comply in all respects with such covenants, individually or in the aggregate,
would not reasonably be expected to have a Material Adverse Effect on Surge and the Surge
Subsidiaries, taken as a whole, or would not reasonably be expected to significantly impede the
ability of the Parties to complete the Arrangement, and Surge will have provided to MBOG a
certificate of a senior officer certifying (without personal liability) compliance with such covenants;
provided that Surge will be entitled to cure any breach of a covenant within five Business Days
after receipt of written notice thereof from MBOG (except that no cure period will be provided for a
breach which by its nature cannot be cured and, in no event, will any cure period extend beyond
the Outside Date).

(c)

No Actions: No act, action, suit, proceeding, objection or opposition shall have been threatened or
taken before or by any Governmental Authority or by any elected or appointed public official or
private Person in Canada or elsewhere, whether or not having the force of law, and no law,
regulation, policy, judgment, decision, order, ruling or directive (whether or not having the force of
law) shall have been proposed, enacted, promulgated, amended or applied, which in the sole
judgment of MBOG, acting reasonably, in either case has had or, if the Arrangement was
consummated, would result in a Material Adverse Change or have a Material Adverse Effect on
Surge and the Surge Subsidiaries, taken as a whole, or would, or would reasonably be expected
to, materially impede the ability of the Parties to complete the Arrangement.

(d)

Surge Board and Shareholder Authorization: Surge shall have furnished MBOG with:
(i)

certified copies of the resolutions duly passed by the Surge Board approving the entering
into of this Agreement and the consummation of the transactions contemplated hereby;
and

(ii)

a certified copy of the Surge Issuance Resolution duly passed by Surge Shareholders at
the Surge Meeting.

(e)

No Material Adverse Change: Between the date hereof and the Effective Time, there shall not
have occurred any Material Adverse Change with respect to Surge.

(f)

Depositary: Surge shall have deposited the Cash Consideration and the Share Consideration with
the Depositary.

(g)

Credit Facilities: Any approvals required under the Surge Credit Facility, if any, to enable Surge to
proceed with the Arrangement without triggering any default under the Surge Credit Facility shall
have been provided to Surge and Surge shall have provided a copy of any such approval to
MBOG.

(h)

Agreements: Surge shall have tabled duly executed copies of all agreements, documents and
instruments required to be tabled by such Parties pursuant to the Plan of Arrangement.

The conditions in this Section 5.2 are for the exclusive benefit of MBOG and may be waived by MBOG in
its sole discretion, in whole or in part, at any time and from time to time without prejudice to any other
rights which MBOG may have. If any of the foregoing conditions are not satisfied or waived on or before
the Outside Date, MBOG may, in addition to any other remedies it may have at law or equity, terminate
this Agreement as provided in Section 8.1(a)(ii) (and save and except for Section 4.3, Article 6, Article 9,
Section 10.4 and Section 10.8 hereof which shall survive such termination and remain in full force and
effect) in circumstances where the failure to satisfy any such condition is not the result, directly or
indirectly, of MBOG’s breach of any term or condition of this Agreement.
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5.3

Additional Conditions to Obligations of Surge

The obligation of Surge to consummate the transactions contemplated hereby, and in particular the
Arrangement, is subject to the following conditions:
(a)

Representations and Warranties:
(i)

The representations and warranties in Sections 4.1(k) and 4.1(hhh) shall be true and
correct as of the date of this Agreement and the Effective Date as if made on such date,
without being subject to any qualifier as to materiality (except, it being understood that
the number of MBOG Shares outstanding in Subsection 4.1(k) may increase, and the
number of MBOG Incentives may increase or decrease, as applicable, from the number
outstanding on the date of this Agreement solely as a result of: (A) the payment of MBOG
Incentives in MBOG Shares; and (B) termination of MBOG Incentives pursuant to the
terms of the MBOG Incentive Plan, but only to the extent that such securities are
specifically described in Subsection 4.1(k)), other than inaccuracies that are in the
aggregate de minimis;

(ii)

the representation and warranty in Section 4.1(iii) shall be true and correct in all material
respects as of the date of this Agreement and as of the Effective Date (and, for purposes
of this Subsection 5.3(a)(ii), a deficiency of $1.0 million or more shall be deemed to be
material);

(iii)

the representation and warranty in Section 4.1(nnn) of this Agreement shall be true and
correct in all material respects as of the date of this Agreement and as of the Effective
Date (and for purposes of this Subsection 5.3(a)(iii), a deficiency of 300 boe/d or more
shall be deemed to be material); and

(iv)

the remaining representations and warranties of MBOG will be true and correct as of the
Effective Date as if made on and as of such date (except to the extent such
representations and warranties speak as of an earlier date, the accuracy of which will be
determined as of that specified date), except where any inaccuracies of representations
and warranties would not, either individually or in the aggregate, have a Material Adverse
Effect on MBOG (it being understood that, for purposes of determining accuracy of such
representations and warranties, all “Material Adverse Effect”, ”Material Adverse Change”
and other materiality qualifications contained in such representations and warranties will
be disregarded),

and MBOG will have provided to Surge a certificate of a senior officer certifying (without personal
liability) such accuracy on the Effective Date, provided that MBOG will be entitled to cure any
breach of a representation and warranty within five Business Days after receipt of written notice
thereof from Surge (except that no cure period will be provided for a breach which by its nature
cannot be cured and, in no event, will any cure period extend beyond the Outside Date).
(b)

Covenants: MBOG will have complied in all material respects with its covenants herein, except
where the failure to comply in all respects with such covenants, individually or in the aggregate,
would not reasonably be expected to have a Material Adverse Effect on MBOG or would not
reasonably be expected to significantly impede the ability of the Parties to complete the
Arrangement, and MBOG will have provided to Surge a certificate of a senior officer certifying
(without personal liability) compliance with such covenants; provided that MBOG will be entitled to
cure any breach of a covenant within five Business Days after receipt of written notice thereof
from Surge (except that no cure period will be provided for a breach which by its nature cannot be
cured and, in no event, will any cure period extend beyond the Outside Date).
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(c)

No Actions: No act, action, suit, proceeding, objection or opposition shall have been threatened or
taken before or by any Governmental Authority or by any elected or appointed public official or
private Person in Canada or elsewhere, whether or not having the force of law, and no law,
regulation, policy, judgment, decision, order, ruling or directive (whether or not having the force of
law) shall have been proposed, enacted, promulgated, amended or applied, which in the sole
judgment of Surge, acting reasonably, in either case has had or, if the Arrangement was
consummated, would result in a Material Adverse Effect on MBOG, or would materially impede
the ability of the Parties to complete the Arrangement.

(d)

MBOG Board and Shareholder Authorization: MBOG shall have furnished Surge with:
(i)

certified copies of the resolutions duly passed by the MBOG Board approving the
entering into of this Agreement and the consummation of the transactions contemplated
hereby; and

(ii)

a certified copy of the MBOG Arrangement Resolution duly passed by MBOG
Shareholders at the MBOG Meeting.

(e)

Dissent Rights: MBOG Shareholders holding not more than 5% of the MBOG Shares then
outstanding shall have validly exercised, and not withdrawn, Dissent Rights, and MBOG shall
have provided to Surge a certificate of a senior officer certifying (without personal liability) such
facts on the Effective Date with respect to MBOG.

(f)

No Material Adverse Change: Between the date hereof and the Effective Time, there shall not
have occurred any Material Adverse Change with respect to MBOG.

(g)

MBOG Incentives: Surge shall be satisfied, acting reasonably, that (i) all MBOG Incentives have
either been settled as set forth in this Agreement, as applicable or terminated or Surge shall be
otherwise satisfied, acting reasonably, that the MBOG Incentives will no longer represent any
right to acquire MBOG Shares after giving effect to the Arrangement, and (ii) there are no other
outstanding claims or rights or securities which could become claims or rights to MBOG Shares,
and MBOG shall have provided to Surge a certificate of a senior officer certifying (without
personal liability) such facts on the Effective Date.

(h)

Releases: Executed mutual resignations and releases in a form acceptable to Surge, acting
reasonably, shall have been received by Surge on or prior to the Effective Date from each Person
who is receiving an MBOG Termination Payment.

(i)

Support and Lock-up Agreements: None of the Support and Lock-up Agreements shall have been
breached in any material respects by the MBOG Shareholders who have entered into the Support
and Lock-up Agreements.

(j)

Agreements: MBOG shall have tabled duly executed copies of all agreements, documents and
instruments required to be tabled by such Parties pursuant to the Plan of Arrangement.

The conditions in this Section 5.3 are for the exclusive benefit of Surge and may be waived by Surge in its
sole discretion, in whole or in part, at any time and from time to time without prejudice to any other rights
which Surge may have. If any of the foregoing conditions are not satisfied or waived, Surge may, in
addition to any other remedies it may have at law or equity, terminate this Agreement as provided in
Section 8.1(a)(ii) (save and except for Section 4.3, Article 6, Article 9, Section 10.4 and Section 10.8
hereof which shall survive such termination and remain in full force and effect) in circumstances where
the failure to satisfy any such condition is not the result, directly or indirectly, of Surge’s breach of this
Agreement.
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5.4

Notice and Effect of Failure to Comply with Conditions

Each of MBOG and Surge shall give prompt notice to the other of the occurrence, or failure to occur, at
any time from the date hereof to the Effective Date of any event or state of facts which occurrence or
failure would, or would be likely to: (a) cause any of the representations or warranties of such Party
contained herein to be untrue or inaccurate in any material respect; or (b) result in the failure to comply
with or satisfy any covenant, condition or agreement to be complied with or satisfied by any Party
hereunder; provided, however, that no such notification will affect the representations or warranties of the
Parties or the conditions to the obligations of the Parties hereunder.
5.5

Satisfaction of Conditions

The conditions set forth in this Article 5 are conclusively deemed to have been satisfied, waived or
released when, with the agreement of the Parties, the Articles of Arrangement are filed under the ABCA
to give effect to the Arrangement.
ARTICLE 6
AGREEMENT AS TO DAMAGES AND OTHER ARRANGEMENTS
6.1

MBOG Damages

If at any time after the execution of this Agreement and prior to its termination:
(a)

the board of directors of Surge (i) fails to make any of the recommendations or determinations
required to be made by Section 2.10; (ii) withdraws modifies or changes any of the
recommendations or determinations required to be made by Section 2.10;

(b)

if Section 5.2(f) is not satisfied on or before the Outside Date; or

(c)

a breach of any representation or warranty or failure to perform any covenant or agreement on
the part of Surge under this Agreement occurs that would cause any condition in Section 5.2(a) or
Section 5.2(b) not to be satisfied, and such breach or failure is incapable of being cured or is not
cured in accordance with the terms of such Section, as applicable; provided that any wilful breach
shall be deemed to be incapable of being cured and provided that MBOG is not then in breach of
this Agreement so as to cause any condition in Section 5.3(a) or 5.3(b) not to be satisfied,

each of the above in this Section 6.1 being a “MBOG Damages Event”, then in the event of the
termination of this Agreement pursuant to Article 8, Surge shall pay to MBOG (or to whom MBOG may
direct in writing) $10.5 million (the “MBOG Termination Fee”) as liquidated damages in immediately
available funds to an account designated by MBOG within two (2) Business Days after the first to occur of
such foregoing events. After a MBOG Damages Event, but prior to payment of the MBOG Termination
Fee, Surge shall be deemed to hold such applicable payment in trust for MBOG. For greater certainty,
MBOG is not entitled to more than one payment of the MBOG Termination Fee pursuant to this Section
6.1.
6.2

Surge Damages

If at any time after the execution of this Agreement and prior to its termination:
(a)

the MBOG Board (i) fails to make any of the recommendations or determinations referred to in
Section 2.9; or (ii) withdraws, amends, changes or qualifies, or proposes publicly to withdraw,
amend, change or qualify, in any manner adverse to Surge, any of its recommendations,
approvals or determinations referred to in Section 2.9;
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(b)

the MBOG Board shall have failed to publicly reaffirm any of its recommendations, approvals or
determinations referred to in Section 2.9 in accordance with Section 3.4(e) or within five (5)
Business Days of any written request to do so by Surge (or, in the event that the MBOG Meeting
to approve the Arrangement is scheduled to occur within such five (5) Business Days, prior to the
scheduled date of such meeting);

(c)

a bona fide Acquisition Proposal (or bona fide intention to make an Acquisition Proposal) is
publicly announced, proposed, offered or made to MBOG or the MBOG Shareholders prior to the
date of the MBOG Meeting and:
(i)

remains outstanding at the time of the MBOG Meeting;

(ii)

the MBOG Shareholders do not approve the MBOG Arrangement Resolution or the
MBOG Arrangement Resolution is not submitted for their approval at the MBOG Meeting;
and

(iii)

MBOG accepts, recommends, approves or enters into an agreement to implement any
Acquisition Proposal within 12 months of the date of this Agreement,

provided, however, that for the purposes of this Section 6.2(c), all references to “20%” in the
definition of Acquisition Proposal shall be changed to “50%”;
(d)

the MBOG Board or any committee of the MBOG Board accepts, recommends, approves or
enters into an agreement, understanding or letter of intent to implement a Superior Proposal;

(e)

MBOG is in breach of any of its covenants or obligations in Section 3.4 in any material respect; or

(f)

a breach of any representation or warranty or failure to perform any covenant or agreement on
the part of MBOG under this Agreement occurs that would cause any condition in Section 5.3(a)
or Section 5.3(b) not to be satisfied, and such breach or failure is incapable of being cured or is
not cured in accordance with the terms of such Section, as applicable; provided that any wilful
breach shall be deemed to be incapable of being cured and provided that Surge is not then in
breach of this Agreement so as to cause any condition in Section 5.2(a) or 5.2(b) not to be
satisfied,

each of the above in this Section 6.2 being a “Surge Damages Event”, then in the event of the
termination of this Agreement pursuant to Article 8, MBOG shall pay to Surge (or to whom Surge may
direct in writing) $10.5 million (the “Surge Termination Fee”) as liquidated damages in immediately
available funds to an account designated by Surge within two Business Days after the first to occur of the
events described above. After a Surge Damages Event, but prior to payment of the Surge Termination
Fee, MBOG shall be deemed to hold such applicable payment in trust for Surge. For greater certainty,
Surge is not entitled to more than one payment of the Surge Termination Fee pursuant to this Section 6.2.
6.3

Liquidated Damages

Each Party acknowledges that the MBOG Termination Fee and the Surge Termination Fee set forth in
Sections 6.1 and 6.2, respectively, are a payment of liquidated damages which are a genuine preestimate of the damages which MBOG or Surge, as the case may be, will suffer or incur as a result of the
event giving rise to such damages and the resultant termination of this Agreement and is not a penalty.
Each of the Parties irrevocably waives any right it may have to raise as a defence that any such liquidated
damages are excessive or punitive. For greater certainty, the Parties agree that the payment of the
amounts pursuant to Sections 6.1 and 6.2, respectively, is the sole monetary remedy of the respective
Party receiving such payment; provided, however, that this limitation shall not apply in the event of fraud
or intentional breach of this Agreement by either of the Parties. Nothing herein shall preclude a Party from
seeking injunctive relief to restrain any breach or threatened breach of the covenants or agreements set
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forth in this Agreement, the Confidentiality Agreement or otherwise to obtain specific performance of any
of such act, covenants or agreements, without the necessity of posting bond or security in connection
therewith.
ARTICLE 7
AMENDMENT
7.1

Amendment

This Agreement may at any time and from time to time before or after the holding of the MBOG Meeting
or the Surge Meeting, be amended by written agreement of all of the Parties hereto without, subject to
Applicable Law, further notice to or authorization on the part of their respective securityholders and any
such amendment may, without limitation:
(a)

change the time for performance of any of the obligations or acts of the Parties;

(b)

waive any inaccuracies or modify any representation or warranty contained herein or in any
document delivered pursuant hereto;

(c)

waive compliance with or modify any of the covenants herein contained and waive or modify
performance of any of the obligations of the Parties; or

(d)

waive compliance with or modify any other conditions precedent contained herein; provided that
no such amendment reduces or materially adversely affects the consideration to be received by a
MBOG Shareholder without approval by the affected securityholders given in the same manner
as required for the approval of the Arrangement or as may be ordered by the Court.

7.2

Amendment of Plan of Arrangement

(a)

Surge and MBOG may by mutual agreement amend the Plan of Arrangement at any time and
from time to time prior to the Effective Time, provided that each such amendment must be: (i) set
forth in writing; (ii) filed with the Court and, if made following the MBOG Meeting approved by the
Court; and (iii) communicated to holders of MBOG Shares, if and as required by the Court.

(b)

Other than as may be required under the Interim Order, any amendment to the Plan of
Arrangement may be proposed by MBOG or Surge at any time prior to or at the MBOG Meeting
(provided that the Other Party shall have consented thereto) with or without any other prior notice
or communication, and if so proposed and accepted by the Persons voting at the MBOG Meeting,
shall become part of the Plan of Arrangement for all purposes.

(c)

Any amendment to the Plan of Arrangement that is approved by the Court following the MBOG
Meeting shall be effective only if it is consented to by each of Surge and MBOG.
ARTICLE 8
TERMINATION

8.1

Termination

(a)

This Agreement may be terminated at any time prior to the Effective Date:
(i)

by mutual written consent of MBOG and Surge;

(ii)

as provided in Sections 5.1, 5.2 and 5.3;

(iii)

by MBOG upon the occurrence of a MBOG Damages Event as provided in Section 6.1;

-62-

D-67

(b)

(iv)

by Surge upon the occurrence of a Surge Damages Event as provided in Section 6.2;
and

(v)

by MBOG upon the occurrence of a Surge Damages Event as provided in Section 6.2(d)
(in accordance with Section 3.4(b)(vii) and provided MBOG has complied with its
obligations set forth in Section 3.4(d) and the payment by MBOG to Surge of the Surge
Termination Fee as required by Section 6.2 has been made.

If this Agreement is terminated in accordance with the foregoing provisions of this Section 8.1,
this Agreement shall forthwith become void and neither Party shall have any liability or further
obligation to and of the Other Party hereunder except as provided in Section 4.3, Article 6,
Article 9 and Sections 10.4 and 10.8 and each Party’s obligations under the Confidentiality
Agreement, which shall survive such termination, and provided that neither the termination of this
Agreement nor anything contained in this Subsection 8.1(b) shall relieve either Party from any
liability for any breach by it of this Agreement, including from any inaccuracy in any of its
representations and warranties and any non-performance by it of its covenants made herein, prior
to the date of such termination.
ARTICLE 9
NOTICES

9.1

Notices

All notices that may or are required to be given pursuant to any provision of this Agreement are to be
given or made in writing and served personally, delivered by overnight courier or sent by email
transmission:
(a)

in the case of Surge, to:
Surge Energy Inc.
2100, 635 – 8th Avenue S.W.
Calgary, Alberta T2P 3L8
Email: [Redacted Text]
Attention: President and Chief Executive Officer
with a copy to:
McCarthy Tétrault LLP
4000, 421 – 7th Avenue S.W.
Calgary, Alberta T2P 4K9
Email: [Redacted Text]
Attention: James Pasieka

(b)

in the case of MBOG, to:
Mount Bastion Oil & Gas Corp.
1050, 605 – 5th Avenue S.W.
Calgary, Alberta T2P 3H5
Email: [Redacted Text]
Attention: Curt Labelle, President
with a copy to:
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DLA Piper (Canada) LLP
Suite 1000, Livingston Place West
250 – 2nd Street S.W.
Calgary, Alberta T2P 0C1
Email: [Redacted Text]
Attention: Brian Bidyk

or such other address as the Parties may, from time to time, advise the Other Party hereto by notice in
writing. The date or time of receipt of any such notice will be deemed to be the date of delivery or
facsimile transmission is received or a confirmation of receipt of email is received.
ARTICLE 10
GENERAL
10.1

Binding Effect

This Agreement shall be binding upon and enure to the benefit of the Parties hereto and their respective
successors and permitted assigns.
10.2

Assignment

Neither this Agreement nor any of the rights, interests or obligations hereunder shall be assigned by
either Party hereto without the prior written consent of the Other Party hereto. Notwithstanding the
foregoing, Surge shall be entitled, without the consent of MBOG, to assign any of its rights or obligations
under this Agreement to any affiliate of Surge who agrees to be bound by the applicable provisions of this
Agreement.
10.3

Public Communications

Each of the Parties agree to consult with the Other Party prior to issuing any press releases or otherwise
making public statements with respect to this Agreement or the Arrangement or making any filing with any
Governmental Authority with respect thereto. Without limiting the generality of the foregoing, no Party
shall issue any press release regarding the Arrangement, this Agreement or any transaction relating to
this Agreement without first providing a draft of such press release to the Other Party and reasonable
opportunity for comment; provided, however, that the foregoing shall be subject to each Party’s overriding
obligation to make any such disclosure required in accordance with Applicable Laws. If such disclosure is
required and the Other Party has not reviewed or commented on the disclosure, the Party making such
disclosure shall use all commercially reasonable efforts to give prior oral or written notice to the Other
Party, and if such prior notice is not possible, to give such notice promptly following such disclosure.
10.4

Costs

Except as otherwise expressly provided for in Article 6 and Section 3.3(d)(viii), all fees, costs and
expenses incurred in connection with this Agreement and the transactions contemplated hereby shall be
paid by the Party incurring such cost or expense, whether or not the Arrangement is completed.
10.5

Severability

If any one or more of the provisions or parts thereof contained in this Agreement should be or become
invalid, illegal or unenforceable in any respect, the remaining provisions or parts thereof contained herein
shall be and shall be conclusively deemed to be severable therefrom and the validity, legality or
enforceability of such remaining provisions or parts thereof shall not in any way be affected or impaired by
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the severance of the provisions or parts thereof severed. Upon such determination that any term or other
provision is invalid, illegal or incapable of being enforced, the Parties shall negotiate in good faith to
modify this Agreement so as to effect the original intent of the Parties as closely as possible in an
acceptable manner to the end that the transactions contemplated hereby are fulfilled to the fullest extent
possible.
10.6

Further Assurances

Each of the Parties hereto shall, from time to time and at all times hereafter, at the request of the Other
Party hereto, but without further consideration, do all such further acts, and execute and deliver all such
further documents and instruments and provide all such further assurances as may be reasonably
required in order to fully perform and carry out the terms and intent hereof.
10.7

Time of Essence

Time shall be of the essence of this Agreement.
10.8

Applicable Law and Enforcement

This Agreement shall be governed, including as to validity, interpretation and effect, by the Applicable
Laws of the Province of Alberta and the Applicable Laws of Canada applicable therein. The Parties
hereby irrevocably submit and attorn to the exclusive jurisdiction of the courts of the Province of Alberta in
respect of all matters arising out of this Agreement. The Parties agree that irreparable damage would
occur in the event that any of the provisions of this Agreement were not performed in accordance with
their specific terms or were otherwise breached. It is, accordingly, agreed that the Parties shall be entitled
to an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the terms
and provisions hereof in any court of the Province of Alberta having jurisdiction, this being in addition to
any other remedy to which they are entitled at law or in equity, subject to the provisions of this
Agreement.
10.9

Waiver

Either Party may, on its own behalf only, (i) extend the time for the performance of any of the obligations
or acts of the Other Party, (ii) waive compliance with the Other Party’s agreements or the fulfillment of any
conditions to its own obligations contained herein, or (iii) waive inaccuracies in the Other Party’s
representations or warranties contained herein or in any document delivered by the Other Party;
provided, however, that any such extension or waiver shall be valid only if set forth in an instrument in
writing signed on behalf of the Other Party and, unless otherwise provided in the written waiver, will be
limited to the specific breach or condition waived.
10.10

Third Party Beneficiaries

The provision set forth in Section 2.8 is: (i) intended for the benefit of all such present directors and
officers of MBOG and shall be enforceable by each of such Persons and his or her heirs, executors,
administrators and other legal Representatives (collectively, the “MBOG Third Party Beneficiaries”) and
MBOG, Surge and any of their respective successors shall hold the rights and benefits of such section in
trust for and on behalf of the MBOG Third Party Beneficiaries and MBOG, Surge and their respective
successor hereby accept such trust and agree to hold the benefit of and enforce performance of such
covenants on behalf of the MBOG Third Party Beneficiaries; and (ii) are in addition to, and not in
substitution for, any other rights that the MBOG Third Party Beneficiaries may have by contract or
otherwise.
[Remainder of page intentionally left blank.]
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10.11

Counterparts

This Agreement may be executed in counterparts, each of which shall be deemed an original, and all of
which together constitute one and the same instrument.
IN WITNESS WHEREOF the Parties have executed this Agreement as of the date first above written.
SURGE ENERGY INC.

Per:

/s/ Paul Colborne
Paul Colborne
President & Chief Executive Officer

Per:

/s/ Margaret Elekes
Margaret Elekes
Senior Vice President
Land & Business Development

MOUNT BASTION OIL & GAS CORP.
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Per:

/s/ Curt Labelle
Curt LaBelle
President

Per:

/s/ Brad Giblin
Brad Giblin
Chief Financial Officer
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EXHIBIT “A”
PLAN OF ARRANGEMENT UNDER SECTION 193
OF THE
BUSINESS CORPORATIONS ACT (ALBERTA)
ARTICLE 1
INTERPRETATION
1.1

In this Plan of Arrangement, the following terms have the following meanings:
(a)

"ABCA" means the Business Corporations Act, Alberta R.S.A. 2000, c. B-9;

(b)

"Aggregate Cash Elected" means the aggregate amount of cash that would be payable to holders
of MBOG Shares based on elections and deemed elections to receive the Cash Consideration and
the Combined Consideration made pursuant to subsections 3.1(b)(i), 3.1(b)(iii) and 3.1(d)(ii)
before giving effect to the proration provision of subsection 3.1(c);

(c)

"Aggregate Consideration" means $320,000,000.00;

(d)

"Aggregate Shares Elected" means the aggregate number of Surge Shares that would be payable
to holders of MBOG Shares based on elections and deemed elections to receive the Share
Consideration and the Combined Consideration made pursuant to subsections 3.1(b)(ii), 3.1(b)(iii)
and 3.1(d)(ii) before giving effect to the proration provision of subsection 3.1(c);

(e)

"Arrangement", "herein", "hereof", "hereto", "hereunder" and similar expressions mean and
refer to the Arrangement made pursuant to section 193 of the ABCA set forth in this Plan of
Arrangement as supplemented, modified or amended, and not to any particular article, section or
other portion hereof;

(f)

"Arrangement Agreement" means the arrangement agreement dated September 5, 2018 among
MBOG and Surge with respect to the Arrangement and all amendments thereto;

(g)

"Articles of Arrangement" means the articles of arrangement in respect of the Arrangement
required under subsection 193(10) of the ABCA to be filed with the Registrar after the Final Order
has been made to give effect to the Arrangement;

(h)

"business day" means any day, other than a Saturday, a Sunday and a statutory holiday in
Calgary, Alberta;

(i)

"Cash Consideration" means the consideration in the form of cash to be paid on the election of
an MBOG Shareholder pursuant to subsection 3.1(b)(i);

(j)

"Cash Electing Shareholder" means an MBOG Shareholder who has elected to receive Cash
Consideration only pursuant to the Arrangement;

(k)

"Cash Maximum" means $145,000,000.00, less an amount equal to the product of: (i) the number
of MBOG Shares, if any, in respect of which Dissent Rights are validly exercised and which
exercise remains valid immediately prior to the Effective Time; and (ii) the number obtained by
dividing the Aggregate Consideration by the Total MBOG Shares;

(l)

"Certificate" means the certificate or certificates or other confirmation of filing to be issued by
the Registrar pursuant to subsection 193(11) of the ABCA giving effect to the Arrangement;
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(m)

"Combination Electing Shareholder" means an MBOG Shareholder who has elected or is
deemed to have elected to receive a combination of Cash Consideration and Share Consideration
pursuant to the Arrangement;

(n)

"Combined Consideration" means the consideration in the form of Cash Consideration and Share
Consideration to be received on the election or deemed election of an MBOG Shareholder
pursuant to the Arrangement;

(o)

"Court" means the Court of Queen's Bench of Alberta;

(p)

"Depositary" means Computershare Trust Company of Canada or such other trust company as
may be designated by Surge and MBOG;

(q)

"Dissent Rights" means the right of an MBOG Shareholder pursuant to section 191 of the ABCA
and the Interim Order to dissent to the Arrangement and to be paid the fair value of the MBOG
Shares in respect of which the holder dissents, all in accordance with section 191 of the ABCA
and the Interim Order;

(r)

"Dissenting Shareholders" means the registered MBOG Shareholders who validly exercise
Dissent Rights and whose exercise of Dissent Rights remains valid immediately prior to the
Effective Time and "Dissenting Shareholder" means any one of them;

(s)

"Effective Date" means the date the Arrangement is effective under the ABCA;

(t)

"Effective Time" means the time at which the Articles of Arrangement are filed with the Registrar
on the Effective Date;

(u)

"Election Deadline" means 4:30 p.m. (Calgary time) on the second business day immediately
prior to the date of the Meeting or, if the Meeting is adjourned, the adjourned meeting;

(v)

"Eligible Shareholder" means a Non-Resident Shareholder that is not entitled to and ultimately
does not receive any Cash Consideration pursuant to the Arrangement;

(w)

"Encumbrances" means any mortgage, hypothec, prior claim, encumbrance, pledge, assignment
for security, security interest, guarantee, right of third parties or other charge or any collateral
securing the payment obligations of any Person, as well as any other agreement or arrangement
with any similar effect whatsoever;

(x)

"Escrow Agent" means the escrow agent under the Escrow Agreement;

(y)

"Escrow Agreement" means the agreement between Surge, the Escrow Agent and each Eligible
Shareholder that is deemed to be a party to such agreement giving effect to the terms set forth in
Section 5.9;

(z)

"Final Order" means the final order of the Court approving this Arrangement under subsection
193(9) of the ABCA, as such order may be affirmed, amended or modified by any court of
competent jurisdiction;

(aa)

"Interim Order" means the interim order of the Court made under subsection 193(4) of the
ABCA containing declarations and directions with respect to this Arrangement, as such order may
be affirmed, amended or modified by any court of competent jurisdiction;

(bb)

"Letter of Transmittal and Election Form" means the Letter of Transmittal and Election Forms
enclosed with the joint information circular of MBOG and Surge pursuant to which MBOG
Shareholders are required to elect to receive Cash Consideration, Share Consideration or
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Combined Consideration in respect of their MBOG Shares and to deliver certificates representing
MBOG Shares;
(cc)

"Maximum Purchase Price" has the meaning ascribed thereto in subsection 5.9(b);

(a)

"MBOG" means Mount Bastion Oil & Gas Corp., a corporation incorporated under pursuant to
the ABCA;

(b)

"MBOG Shares" means the common shares in the capital of MBOG;

(c)

"MBOG Shareholders" means the holders from time to time of MBOG Shares;

(d)

"Meeting" means the special meeting of holders of MBOG Shares to be held to consider the
Arrangement, and any adjournment thereof;

(e)

"Non-Resident Shareholder" means an MBOG Shareholder that, at all relevant times, is: (i) a
person who is not a resident of Canada for the purposes of the Tax Act; or (ii) a partnership that is
not a “Canadian partnership” as defined in the Tax Act;

(f)

"Registrar" means the Registrar of Corporations appointed under section 263 of the ABCA;

(g)

"Share Consideration" means the consideration in the form of Surge Shares to be issued on the
election or deemed election of an MBOG Shareholder pursuant to subsection 3.1(b)(ii);

(h)

"Share Electing Shareholder" means an MBOG Shareholder who has elected to receive the
Share Consideration only pursuant to the Arrangement;

(i)

"Share Maximum" means, subject to Sections 3.4 and 5.6 75,431,034;

(j)

"Shortfall" has the meaning ascribed thereto in subsection 5.9(b);

(k)

"Surge" means Surge Energy Inc., a corporation amalgamated pursuant to the ABCA;

(l)

"Surge Share" means a common share in the capital of Surge;

(m)

"Surge Share Price" means, subject to Section 3.4, the deemed price per Surge Share of $2.32;

(n)

"Tax Act" means the Income Tax Act (Canada), R.S.C. 1985, c.l. (5th Supp); and

(o)

"Total MBOG Shares" means the total number of issued and outstanding MBOG Shares as at the
Effective Time which, for greater certainty, shall include MBOG Shares held by Dissenting
Shareholders.

1.2

The division of this Plan of Arrangement into articles and sections and the insertion of headings are for
convenience of reference only and shall not affect the construction or interpretation of this Plan of
Arrangement.

1.3

Unless reference is specifically made to some other document or instrument, all references herein to
Articles, Sections, subsections, paragraphs and subparagraphs are to articles, sections, subsections,
paragraphs and subparagraphs of this Plan of Arrangement.

1.4

Unless the context otherwise requires, words importing the singular number shall include the plural and
vice versa; words importing any gender shall include all genders; and words importing persons shall
include individuals, partnerships, associations, corporations, funds, unincorporated organizations,
governments, regulatory authorities, and other entities.
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1.5

In the event that the date on which any action is required to be taken hereunder by any of the parties is not a
business day in the place where the action is required to be taken, such action shall be required to be taken
on the next succeeding day which is a business day in such place.

1.6

References in this Plan of Arrangement to any statute or sections thereof shall include such statute as
amended or substituted and any regulations promulgated thereunder from time to time in effect.

1.7

Unless otherwise specified, all references to "dollars" or "$" shall mean Canadian dollars.
ARTICLE 2
ARRANGEMENT AGREEMENT

2.1

This Plan of Arrangement is made pursuant and subject to the provisions of the Arrangement Agreement.

2.2

The Arrangement, upon the filing of the Articles of Arrangement and the issuance of the Certificate, will
become effective at, and be binding on and after, the Effective Time on: (i) the MBOG Shareholders
(including the Dissenting Shareholders); (ii) MBOG; (iii) Surge; and (v) the Depositary.

2.3

The Articles of Arrangement and the Certificate shall be filed and issued, respectively, with respect to the
Arrangement in its entirety. The Certificate shall be conclusive evidence that the Arrangement has become
effective.

2.4

No portion of this Plan of Arrangement shall take effect with respect to any party or Person until the
Effective Time.
ARTICLE 3
ARRANGEMENT

3.1

Commencing at the Effective Time, each of the events set out below shall occur and shall be deemed to
occur in the following order without any further act or formality except as otherwise provided herein:
(a)

each MBOG Share held by a Dissenting Shareholder shall be deemed to be transferred to Surge
(free and clear of any Encumbrances) and the Dissenting Shareholders shall cease to have any
rights as MBOG Shareholders, other than the right to be paid the fair value of their MBOG Shares
so transferred to Surge in accordance with Article 4 of this Plan of Arrangement and the Dissent
Rights;

(b)

Subject to subsection 3.1(e), each issued and outstanding MBOG Share (other than those held by
Eligible Shareholders and those transferred to Surge pursuant to Section 3.1(a)) shall be, and shall
be deemed to be, transferred to, and acquired by, Surge (free and clear of any Encumbrances) and
each MBOG Shareholder whose MBOG Shares are so transferred to Surge shall be entitled to
receive from Surge:
(i)

subject to subsection 3.1(c), in the case of each Cash Electing Shareholder, an amount of
cash, rounded to the nearest whole cent, equal to the amount obtained by multiplying the
Aggregate Consideration by a fraction, rounded to the nearest six decimal places, the
numerator of which is number of MBOG Shares for which the cash election is being
made by such Cash Electing Shareholder and the denominator of which is the Total
MBOG Shares;

(ii)

subject to subsection 3.1(c), in the case of each Share Electing Shareholder, that number
of Surge Shares, rounded to the nearest whole Surge Share, equal to the amount obtained
by multiplying the Aggregate Consideration by a fraction, rounded to the nearest six
decimal places, the numerator of which is the number of MBOG Shares for which the
share election is being made by such Share Electing Shareholder and the denominator of
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which is the Total MBOG Shares and then dividing such amount by the Surge Share
Price; and
(iii)

(c)

(d)

subject to subsection 3.1(c), in the case of each Combination Electing Shareholder will
receive:
(A)

for each MBOG Share for which each Combination Electing Shareholder is
electing cash, an amount of cash, rounded to the nearest whole cent, equal to the
amount obtained by multiplying the Aggregate Consideration by a fraction,
rounded to the nearest six decimal places, the numerator of which is the number
of MBOG Shares for which the cash election is being made by such
Combination Electing Shareholder and the denominator of which is the Total
MBOG Shares; and

(B)

for each remaining MBOG Share held by each Combination Electing
Shareholder, that number of Surge Shares, rounded to the nearest whole Surge
Share, equal to the amount obtained by multiplying the Aggregate Consideration
by a fraction, rounded to the nearest six decimal places, the numerator of which
is the number of MBOG Shares for which the share election is being made by
such Combination Electing Shareholder and the denominator of which is the
Total MBOG Shares and then dividing such amount by the Surge Share Price.

Surge shall not be required to pay an aggregate amount of Cash Consideration pursuant to Section
3.1(b)(i) and 3.1(b)(iii)(A) in excess of the Cash Maximum and shall not be required to issue
pursuant to Sections 3.1(b)(ii) and 3.1(b)(iii)(B) an aggregate number of Surge Shares in excess of
the Share Maximum in exchange for MBOG Shares transferred to Surge pursuant to Section
3.1(b), and:
(i)

if the Aggregate Cash Elected exceeds the Cash Maximum, the amount of Cash
Consideration paid to each Cash Electing Shareholder and Combination Electing
Shareholder shall be determined by multiplying the fraction, rounded to the nearest six
decimal places, equal to the Cash Maximum divided by the Aggregate Cash Elected by
the amount of Cash Consideration that would otherwise be received pursuant to
subsections 3.1(b)(i), 3.1(b)(iii) or 3.1(d)(ii) and each such holder shall receive the Share
Consideration as if a share election were being made in respect of the balance of such
holder's MBOG Shares; and

(ii)

if the Aggregate Shares Elected exceeds the Share Maximum, the amount of Share
Consideration paid to each Share Electing Shareholder and Combination Electing
Shareholder shall be determined by multiplying the fraction, rounded to the nearest six
decimal places, equal to the Share Maximum divided by the Aggregate Shares Elected by
the amount of Share Consideration that would otherwise be received pursuant to
subsections 3.1(b)(ii), 3.1(b)(iii) or 3.1(d)(ii) and each such holder shall receive the Cash
Consideration as if a cash election were being made in respect of the balance of such
holder's MBOG Shares.

With respect to the election required to be made by a holder of MBOG Shares pursuant to
subsection 3.1(b):
(i)

each of such holders of MBOG Shares shall be required to make such election by
depositing with the Depositary, prior to the Election Deadline, a duly completed Letter of
Transmittal and Election Form indicating such holder's election, together with certificates
representing such holder's MBOG Shares;
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(ii)

subject to subsection 3.1(c), any MBOG Shareholder that is not a Non-Resident
Shareholder who does not deposit a duly completed Letter of Transmittal and Election
Form with the Depositary prior to the Election Deadline, or otherwise fails to comply
with the requirements of subsection 3.1(d)(i) or the Letter of Transmittal and Election
Form to make an election to exchange MBOG Shares as contemplated by subsection
3.1(b), shall be deemed to have elected to receive Combined Consideration in exchange
for such holder's MBOG Shares comprised of: (i) Cash Consideration with respect to 30
percent of such holder's MBOG Shares, rounded down to the nearest whole MBOG
Share; and (ii) Share Consideration with respect to the remaining 70 percent of such
holder's MBOG Shares, rounded up to the nearest whole MBOG Share; and

(iii)

notwithstanding subsection 3.1(c), any MBOG Shareholder that is a Non-Resident
Shareholder who does not deposit a duly completed Letter of Transmittal and Election
Form with the Depositary prior to the Election Deadline, or otherwise fails to comply
with the requirements of subsection 3.1(d)(i) or the Letter of Transmittal and Election
Form to make an election to exchange MBOG Shares as contemplated by subsection
3.1(b), shall be deemed to have elected and shall only be entitled to receive Share
Consideration for all such holder's MBOG Shares, rounded up to the nearest whole
MBOG Share.

(e)

Notwithstanding that the MBOG Shares held by Eligible Shareholders will not be exchanged for
Cash Consideration or Share Consideration, as the case may be, pursuant to subsection 3.1(b), the
elections and deemed elections by such Eligible Shareholders shall be included for purposes of all
of the calculations set forth in subsections 3.1(b), 3.1(c) and 3.1(d).

(f)

To the extent there is any Non-Resident Shareholder that is not an Eligible Shareholder, each such
Non-Resident Shareholder is deemed to be a party to the Escrow Agreement and any Cash
Consideration and/or Share Consideration withheld and deposited with the Escrow Agent in
accordance with the Arrangement shall be governed by the terms of the Escrow Agreement.

3.2

An MBOG Shareholder who received consideration consisting, in whole or in part, of Share Consideration
shall be entitled to make a tax election, pursuant to subsection 85(1) or 85(2) of the Tax Act, as applicable
(and the analogous provisions of provincial income tax law). Surge shall make available on Surge’s website
tax election forms required under the Tax Act within 60 days of the Effective Date. Any MBOG
Shareholder who wants to make such election and otherwise qualifies to make such election may do so by
providing to Surge two signed copies of the necessary election forms within 120 days following the
Effective Date, duly completed with the details of the number of MBOG Shares transferred and the
applicable agreed amount or amounts for the purposes of such election. Thereafter, subject to the election
forms complying with the provisions of the Tax Act (or applicable provincial or territorial income tax law),
the forms will be signed by Surge and returned to such MBOG Shareholder by ordinary mail within 30
days after the receipt thereof by Surge for filing with the Canada Revenue Agency (or the applicable
provincial or territorial taxing authority). Surge will not be responsible for the proper completion of any
election form and, except for the obligation of Surge to so sign and return duly completed election forms
which are received by Surge within 120 days of the Effective Date. Surge will not be responsible for any
taxes, interest or penalties resulting from the failure by an MBOG Shareholder to properly complete or file
the election forms in the form and manner and within the time prescribed by the Tax Act (or any applicable
provincial or territorial legislation). In its sole discretion, Surge may choose to sign and return an election
form received by it more than 120 days following the Effective Date, but Surge will have no obligation to
do so.

3.3

All outstanding performance based awards, time-based awards or other securities convertible, exchangeable
or exercisable for MBOG Shares issued or granted under the MBOG Incentive Plan shall be cancelled and
cease to represent a right or claim of any kind or nature and the MBOG Incentive Plan and any related
award or grant agreements shall be terminated and of no further force or effect.
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3.4

The Share Maximum and Surge Share Price will be adjusted to reflect fully the effect of any stock split,
reverse split, consolidation, reorganization or recapitalization with respect to Surge Shares effected in
accordance with the terms of the Arrangement Agreement occurring after the date of the Arrangement
Agreement and prior to the Effective Time.

3.5

The parties shall, forthwith following the Effective Time, make the appropriate entries into their securities
registers to reflect the matters referred to under Section 3.1.
ARTICLE 4
DISSENTING SHAREHOLDERS

4.1

Each registered holder of MBOG Shares shall have the right to dissent with respect to the Arrangement in
accordance with the provisions of section 191 of the ABCA as modified by the Interim Order. A Dissenting
Shareholder shall, at the Effective Time, cease to have any rights as a holder of MBOG Shares and shall
only be entitled to be paid the fair value of the holder's MBOG Shares. A Dissenting Shareholder who is
paid the fair value of the holder's MBOG Shares shall be deemed to have transferred the holder's MBOG
Shares to MBOG for cancellation at the Effective Time, notwithstanding the provisions of section 191 of
the ABCA. A Dissenting Shareholder who for any reason is not entitled to be paid the fair value of the
holder's MBOG Shares shall be treated as if the holder had participated in the Arrangement on the same
basis as a non-dissenting holder of MBOG Shares notwithstanding the provisions of section 191 of the
ABCA. The fair value of the MBOG Shares shall be determined as of the close of business on the last
business day before the day on which the Arrangement is approved by the holders of MBOG Shares at the
Meeting; but in no event shall MBOG or Surge be required to recognize such Dissenting Shareholder as
shareholders of MBOG or Surge after the Effective Time and the names of such holders shall be removed
from the applicable register of shareholders as at the Effective Time. For greater certainty, in addition to
any other restrictions in section 191 of the ABCA, no person who has voted in favour of the Arrangement
shall be entitled to dissent with respect to the Arrangement.
ARTICLE 5
OUTSTANDING CERTIFICATES AND FRACTIONAL SECURITIES

5.1

From and after the Effective Time, certificates formerly representing MBOG Shares shall represent only
the right to receive the consideration to which the holders are entitled under the Arrangement, or as to those
held by Dissenting Shareholders, other than those Dissenting Shareholders deemed to have participated in
the Arrangement pursuant to Section 3.1, to receive the fair value of the MBOG Shares represented by such
certificates.

5.2

Prior to the Effective Time, Surge shall: (i) provide to the Depositary a certified cheque, bank draft or wire
transfer of funds in an amount equal to the aggregate amount of cash that the MBOG Shareholders are
entitled to receive for their MBOG Shares in accordance with the terms of the Surge Arrangement; and (ii)
issue and deliver to the Depositary an irrevocable treasury order authorizing the Depositary, as the registrar
and transfer agent for the Surge Shares, to issue in a book based register the aggregate number of Surge
Shares payable to the former holders of MBOG Shares pursuant to the provisions of the Arrangement.
Following the Effective Time, the Depositary shall be considered to hold such funds and Surge Shares for
the sole benefit of the MBOG Shareholders.

5.3

Subject to Section 5.9, the Depositary shall (as soon as is practicable but in any event not later than the date
that is three (3) business days following the later of the Effective Date and the date of deposit by a former
MBOG Shareholder of a duly completed and executed Letter of Transmittal and Election Form, together
with the share certificates representing the holder's MBOG Shares and such other documents and
instruments as the Depositary may reasonably require) cause individual cheques (or other form of
immediately available funds) and/or certificates representing the Surge Shares (or arrange for the direct
non-certificated deposit of the Surge Shares), as applicable. Such cheques and/or Surge Shares, as
applicable, shall be forwarded by first class mail, postage pre-paid, to the person and at the address
specified in the relevant Letter of Transmittal and Election Form or, if no address has been specified
therein, at the address specified for the particular holder in the register of holders of MBOG Shares.
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Cheques and/or Surge Shares, as applicable, mailed pursuant hereto will be deemed to have been delivered
at the time of delivery thereof to the post office.
5.4

If any certificate which immediately prior to the Effective Time represented an interest in outstanding
MBOG Shares that were exchanged pursuant to Section 3.1 has been lost, stolen or destroyed, upon the
making of an affidavit of that fact by the person claiming such certificate to have been lost, stolen or
destroyed, the Depositary will issue and deliver in exchange for such lost stolen or destroyed certificate the
consideration to which the holder is entitled pursuant to the Arrangement (and any dividends or
distributions with respect thereto) as determined in accordance with the Arrangement. The person who is
entitled to receive such consideration shall, as a condition precedent to the receipt thereof, give a bond to
Surge and its transfer agent in form and substance satisfactory to Surge or shall otherwise indemnify Surge
and the Depositary against any claim that may be made against any of them with respect to the certificate
alleged to have been lost, stolen or destroyed.

5.5

Any certificate formerly representing MBOG Shares that is not deposited with all other documents as
required by this Plan of Arrangement and the Letter of Transmittal and Election Form on or before the last
business day prior to the third anniversary of the Effective Date shall cease to represent a right or claim of
any kind or nature, including the right of the holder of such MBOG Shares to receive the consideration that
the holder is entitled pursuant to this Arrangement. In such case, the cash that the holder is entitled to
pursuant to this Arrangement (including any dividends or other distributions in respect of Surge Shares)
shall be returned by the Depositary to Surge and the Surge Shares shall be returned to Surge and MBOG, as
applicable, for cancellation.

5.6

No certificates representing fractional Surge Shares shall be issued. In lieu of any fractional Surge Shares,
each registered MBOG Shareholder otherwise entitled to a fractional interest in a Surge Shares will receive
the nearest whole number of Surge Shares (with all fractions being rounded down).

5.7

Subject to Section 5.5, all dividends payable in respect of Surge Shares to which a former MBOG
Shareholder is entitled in accordance with this Plan, but for which a certificate representing such Surge
Shares has not been delivered to such former MBOG Shareholder (or the electronic non-certificated deposit
of such Surge Shares has not been completed) in accordance with this Article 5, shall be paid or delivered
to the Depositary to be held in trust for such former MBOG Shareholder for delivery to the former MBOG
Shareholder, net of all withholding and other taxes, upon delivery of the certificate representing the Surge
Shares (or the electronic deposit of Surge Shares) in accordance with this Article 5.

5.8

Surge, MBOG and the Depositary shall be entitled to deduct and withhold from any consideration, dividend
or distribution otherwise payable to any holder of MBOG Shares, such amounts as any of Surge, MBOG or
the Depositary is required to deduct and withhold with respect to such payment under the Tax Act or any
provision of federal, provincial, territorial, state, local or foreign tax law. To the extent that amounts are so
withheld, such withheld amounts shall be treated for all purposes hereof as having been paid to the holder
of the securities in respect of which such deduction and withholding was made, provided that such withheld
amounts are actually remitted to the appropriate taxing authority. Surge, MBOG and the Depositary are
hereby authorized to sell or otherwise dispose of such portion of the consideration as is necessary to
provide sufficient funds to Surge, MBOG and the Depositary, as the case may be, to enable it to comply
with such deduction or withholding requirement, and Surge, MBOG and the Depositary shall notify the
holder thereof and remit any unapplied balance of the net proceeds of such sale to such holder.

5.9

If any MBOG Shareholder has not given the representation and warranty contained in the Letter of
Transmittal and Election Form that such holder is not a Non-Resident Shareholder or Surge has a
reasonable basis for concluding a particular MBOG Shareholder is a Non-Resident Shareholder, then:
(a)

in the event the MBOG Shareholder is entitled to receive only cash in respect of such holder’s
MBOG Shares pursuant to the Arrangement, then Surge shall withhold cash equal to 25% of the
aggregate Cash Consideration paid to the MBOG Shareholder pursuant to and in accordance with
the Arrangement; and
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(b)

in the event the MBOG Shareholder is entitled to receive a combination of cash and Surge Shares
pursuant to the Arrangement, and where the amount of cash to be received is equal to or greater
than 25% of the MBOG Shareholder’s pro rata portion of the Aggregate Consideration (the
“Maximum Purchase Price”), then Surge shall withhold from the cash receivable an amount
equal to 25% of the Maximum Purchase Price and where the amount of cash to be received is less
than 25% of the Maximum Purchase Price then Surge shall compute the difference between the
amount of cash receivable and 25% of the Maximum Purchase Price (such difference being the
"Shortfall") and shall withhold: (A) all of the cash to be paid, and (B) all of the Surge Shares to
be issued to such MBOG Shareholder.

Any amounts withheld by Surge as set out in subsection 5.9(a) or (b) above shall be deposited with the
Escrow Agent.
If a clearance certificate is provided to Surge by the holder on or before the Effective Date, which
certificate has been issued pursuant to subsection 116(2) of the Tax Act and Surge determines, acting
reasonably, no remittance is required under subsection 116(5) of the Tax Act, then the Escrow Agent shall
promptly deliver all of the cash or the cash and Surge Shares withheld from MBOG Shareholder. If the
certificate limit specified in the clearance certificate is less than the Maximum Purchase Price, the Escrow
Agent shall remit to the Canada Revenue Agency on or prior to the 30th day following the month in which
the Effective Date occurs an amount equal to 25% of the amount by which the Maximum Purchase Price
exceeds the certificate limit. The Escrow Agent shall first satisfy the amount from cash withheld and if
there is insufficient cash to fully satisfy the remittance obligation, the Escrow Agent is authorized to sell on
behalf of such MBOG Shareholder and shall sell, prior to the date on which such remittance is required to
be made, such number of Surge Shares as necessary to fully satisfy the remittance obligation, net of any
commission, or other expenses associated with the sale of such Surge Shares
If an MBOG Shareholder provides to the Escrow Agent a certificate issued pursuant to subsection 116(2)
or 116(4) of the Tax Act after the Effective Date but on or before the fifth Business Day prior to the 30th
day following the month in which the Effective Date occurs (the “Remittance Date Deadline”), and Surge
determines, acting reasonably that no remittance of any amount is required, then the Escrow Agent shall
promptly deliver to the MBOG Shareholder any cash or the cash and Surge Shares withheld from such
MBOG Shareholder. If an MBOG Shareholder has not provided to the Escrow Agent a certificate issued
pursuant to subsection 116(2) or 116(4) of the Tax Act or a customary comfort letter issued by the Canada
Revenue Agency confirming that Surge is not required to remit any amount as required by subsection
116(5) of the Tax Act until such time as may be further notified by the Canada Revenue Agency (a
“Comfort Letter”) by the Remittance Date Deadline or where such MBOG Shareholder has provided such
certificate but Surge determines, acting reasonably, that remittance of an amount is required, then the
Escrow Agent is authorized to remit the required amount from the cash payable to the MBOG Shareholder.
If the cash payable to such MBOG Shareholder is not sufficient to satisfy the remittance obligation, the
Escrow Agent is authorized to sell and shall sell, prior to the date on which such remittance is required to
be made, such number of Surge Shares as necessary to fully satisfy the remittance obligation, net of any
commission, or other expenses associated with the sale of such Surge Shares.
In the event an MBOG Shareholder provides a Comfort Letter to Surge on or prior to the Remittance Date
Deadline, the Escrow Agent shall continue to hold such cash or cash and Surge Shares withheld until such
time as the MBOG Shareholder provides a clearance certificate pursuant to subsection 116(2) or 116(4) or
is otherwise directed by the Canada Revenue Agency to remit an amount at which time the Escrow Agency
shall follow the procedure for remitting cash and, if required, selling Surge Shares as set out in the
immediately preceding paragraph. Notwithstanding the foregoing, if the MBOG Shareholder has not
provided a clearance certificate within six (6) months from the Remittance Date Deadline (the “Certificate
Deadline Date”) and there is a Shortfall in respect of such MBOG Shareholder, the Escrow Agent is
authorized to sell on behalf of such MBOG Shareholder and shall sell such number of Surge Shares as
necessary to fully satisfy the remittance obligation, net of any commission, or other expenses associated
with the sale of such Surge Shares and the Escrow Agent shall promptly deliver to such MBOG
Shareholder any unsold Surge Shares. If the MBOG Shareholder does not want the Escrow Agent to sell
any of the Surge Shares to satisfy the remittance obligation, then the MBOG Shareholder shall provide
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notice to the Escrow Agent no later than third Business Day prior to the Certificate Deadline Date together
with a cash payment equal to the Shortfall following which the Escrow Agent shall deliver the Surge
Shares so held to the MBOG Shareholder. Following the Certificate Deadline Date, the Escrow Agent
shall continue to hold the cash until such time as such clearance certificate is provided or the CRA directs
otherwise.
To the extent that Surge withholds Surge Shares from any MBOG Shareholder, pursuant to this Section 5.9
and subsequently the Escrow Agent sells all or a portion of such Surge Shares and receives an amount
greater than the amount required to fully satisfy the remittance obligation, net of any commissions or other
expenses associated with the sale of such Surge Shares, the Escrow Agent shall promptly pay such excess
and deliver any unsold Surge Shares to such MBOG Shareholder.
ARTICLE 6
AMENDMENTS
6.1

Surge and MBOG may amend, modify and/or supplement this Plan of Arrangement at any time and from
time to time prior to the Effective Time, provided that each such amendment, modification and/or
supplement must be: (a) set out in writing; (b) filed with the Court and, if made following the Meeting,
approved by the Court; and (c) communicated to the MBOG Shareholders if and as required by the Court.

6.2

Any amendment, modification or supplement to this Plan of Arrangement may be proposed by Surge and
MBOG at any time prior to or at the Meeting (provided that the other party shall have consented thereto)
with or without any other prior notice or communication, and if so proposed and accepted by the persons
voting at the Meeting (other than as may be required under the Interim Order), shall become part of this
Plan of Arrangement for all purposes.

6.3

Any amendment, modification or supplement to this Plan of Arrangement that is approved by the Court
following the Meeting shall be effective only if: (a) it is consented to by each of Surge and MBOG; and
(b) if required by the Court or applicable law, it is consented to by the MBOG Shareholders.
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EXHIBIT "B"
MBOG ARRANGEMENT RESOLUTION
BE IT RESOLVED AS A SPECIAL RESOLUTION OF THE HOLDERS OF COMMON SHARES OF
MOUNT BASTION OIL & GAS CORP. (“MBOG”) THAT:
1.

the arrangement under Section 193 of the Business Corporations Act (Alberta) involving, among
others, MBOG and the shareholders of MBOG and Surge Energy Inc. (the “Arrangement”),
substantially as set forth in the plan of arrangement (the “Plan of Arrangement”) attached as an
Appendix ● to the joint information circular of MBOG and Surge dated ●, 2018 (the “Information
Circular”) accompanying the notices of meeting for each of MBOG and Surge, and all
transactions contemplated thereby are hereby authorized, approved, ratified and confirmed;

2.

notwithstanding that this resolution has been duly passed and/or has received the approval of the
Court of Queen’s Bench of Alberta, the board of directors of MBOG may, without further notice to
or approval of the securityholders of MBOG, subject to the terms of the Arrangement Agreement
and the Arrangement, (i) amend or terminate the Arrangement Agreement or the Plan of
Arrangement, or (ii) revoke this resolution at any time prior to the filing of articles of arrangement
giving effect to the Arrangement;

3.

any director or officer of MBOG is hereby authorized, for and on behalf of MBOG, to execute and
deliver articles of arrangement and to execute, with or without the corporate seal, and, if
appropriate, deliver all other documents and instruments and to do all other things as in the
opinion of such director or officer may be necessary or desirable to implement this resolution and
the matters authorized hereby, such determination to be conclusively evidenced by the execution
and delivery of any such document or instrument, and the taking of any such action; and

4.

all actions heretofore taken by or on behalf of MBOG in connection with any matter referred to in
any of the foregoing resolutions which were in furtherance of the Arrangement are hereby
approved, ratified and confirmed in all respects.
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EXHIBIT "C"
SURGE ISSUANCE RESOLUTION
BE IT RESOLVED AS AN ORDINARY RESOLUTION OF THE HOLDERS OF COMMON SHARES OF
SURGE ENERGY INC. (“SURGE”) THAT:
1.

the issuance of up to 75,431,034 common shares (“Surge Shares”) in the capital of Surge in
exchange for common shares (“MBOG Shares”) in the capital of Mount Bastion Oil & Gas Corp.
(“MBOG”) (including up to 5,000 additional Surge Shares that may be required to be issued to
account for clerical and administrative matters, including the rounding for fractional shares),
pursuant to the arrangement under Section 193 of the Business Corporations Act (Alberta)
involving, among others, MBOG and the shareholders of MBOG and Surge (the “Arrangement”),
substantially as set forth in the plan of arrangement (the “Plan of Arrangement”) attached as an
Appendix ● to the joint information circular of MBOG and Surge dated ●, 2018 (the “Information
Circular”) accompanying the notice of meeting for each of MBOG and Surge is hereby
authorized and confirmed;

2.

notwithstanding that this resolution has been duly passed, the board of directors of Surge may,
without further notice to or approval of the securityholders of Surge, subject to the terms of the
Arrangement, (i) amend or terminate the arrangement agreement dated September 5, 2018
between Surge and MBOG or the Plan of Arrangement, or (ii) revoke this resolution at any time
prior to the filing of articles of arrangement giving effect to the Arrangement;

3.

any director or officer of Surge is hereby authorized, for and on behalf of Surge, to execute and
deliver articles of arrangement and to execute, with or without the corporate seal, and, if
appropriate, deliver all other documents and instruments and to do all other things as in the
opinion of such director or officer may be necessary or desirable to implement this resolution and
the matters authorized hereby, such determination to be conclusively evidenced by the
execution and delivery of any such document or instrument, and the taking of any such action;
and

4.

all actions heretofore taken by or on behalf of Surge in connection with any matter referred to in
any of the foregoing resolutions which were in furtherance of the Arrangement are hereby
approved, ratified and confirmed in all respects.
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AMENDING AGREEMENT
THIS AMENDING AGREEMENT is made as of September 21, 2018,
BETWEEN:
SURGE ENERGY INC., a corporation incorporated under the laws of the Province
of Alberta (“Surge”)
AND
MOUNT BASTION OIL & GAS CORP., a corporation incorporated under the laws
of the Province of Alberta (“MBOG”)
WHEREAS:
A.

Surge and MBOG are parties (collectively, the “Parties”) to an arrangement agreement (the
“Arrangement Agreement”) dated as of September 5, 2018;

B.

Section 7.2(a) of the Arrangement Agreement allows the Parties to amend the Plan of
Arrangement by mutual agreement at any time and from time to time prior to the Effective
Time, provided that each such amendment must be: (i) set forth in writing; (ii) filed with the
Court and, if made following the MBOG Meeting approved by the Court; and (iii)
communicated to holders of MBOG Shares, if and as required by the Court.

C.

The Parties wish to amend the Plan of Arrangement on the terms and conditions set forth
herein; and

D.

The Plan of Arrangement, as amended by this Amending Agreement, will be filed with the
Court in connection with the application for the Final Order.

NOW THEREFORE, in consideration of the covenants and agreements herein contained and other
good and valuable consideration (the receipt and sufficiency of which is hereby acknowledged),
the Parties agree as follows:
1.

Definitions. Capitalized terms used in this Amending Agreement will, unless otherwise
defined herein, have the meanings attributed to such terms in the Arrangement Agreement.

2.

Amendment. The Plan of Arrangement included as Exhibit "A" to the Arrangement
Agreement is hereby deleted and replaced in its entirety with the Plan of Arrangement
attached hereto as Schedule "A".

3.

Continuing Effect. Each of the Parties acknowledges and agrees that the Arrangement
Agreement, as amended by this Amending Agreement, continues in full force and effect
and is hereby confirmed.

4.

Counterparts. This Amending Agreement may be executed in any number of counterparts
(including by facsimile, portable document format (PDF) or other electronic transmission),
each of which when executed and delivered will be deemed to be an original, but all of
which when taken together constitute one and the same instrument. Any Party may
execute this Amending Agreement by signing any counterpart.
[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, the Parties have caused this Amending Agreement to be duly
executed by their respective authorized officers thereunto duly authorized.
SURGE ENERGY INC.

Per: /s/ Paul Colborne
Paul Colborne
President & Chief Executive Officer
Per: /s/ Margaret Elekes
Margaret Elekes
Senior Vice President,
Land & Business Development
MOUNT BASTION OIL & GAS CORP.

Per: /s/ Curt Labelle
Curt Labelle
President
Per: /s/ Brad Giblin
Brad Giblin
Chief Financial Officer
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EXHIBIT “A”
PLAN OF ARRANGEMENT UNDER SECTION 193
OF THE
BUSINESS CORPORATIONS ACT (ALBERTA)
ARTICLE 1
INTERPRETATION
1.1

In this Plan of Arrangement, the following terms have the following meanings:
(a)

"ABCA" means the Business Corporations Act, Alberta R.S.A. 2000, c. B-9;

(b)

"Aggregate Cash Elected" means the aggregate amount of cash that would be payable to holders
of MBOG Shares based on elections and deemed elections to receive the Cash Consideration and
the Combined Consideration made pursuant to subsections 3.1(b)(i), 3.1(b)(iii) and 3.1(d)(ii)
before giving effect to the proration provision of subsection 3.1(c);

(c)

"Aggregate Consideration" means $320,000,000.00;

(d)

"Aggregate Shares Elected" means the aggregate number of Surge Shares that would be payable
to holders of MBOG Shares based on elections and deemed elections to receive the Share
Consideration and the Combined Consideration made pursuant to subsections 3.1(b)(ii), 3.1(b)(iii)
and 3.1(d)(ii) before giving effect to the proration provision of subsection 3.1(c);

(e)

"Arrangement", "herein", "hereof", "hereto", "hereunder" and similar expressions mean and
refer to the Arrangement made pursuant to section 193 of the ABCA set forth in this Plan of
Arrangement as supplemented, modified or amended, and not to any particular article, section or
other portion hereof;

(f)

"Arrangement Agreement" means the arrangement agreement dated September 5, 2018 among
MBOG and Surge with respect to the Arrangement and all amendments thereto;

(g)

"Articles of Arrangement" means the articles of arrangement in respect of the Arrangement
required under subsection 193(10) of the ABCA to be filed with the Registrar after the Final Order
has been made to give effect to the Arrangement;

(h)

"business day" means any day, other than a Saturday, a Sunday and a statutory holiday in
Calgary, Alberta;

(i)

"Cash Consideration" means the consideration in the form of cash to be paid on the election of
an MBOG Shareholder pursuant to subsection 3.1(b)(i);

(j)

"Cash Electing Shareholder" means an MBOG Shareholder who has elected to receive Cash
Consideration only pursuant to the Arrangement;

(k)

"Cash Maximum" means $145,000,000.00, less an amount equal to the product of: (i) the number
of MBOG Shares, if any, in respect of which Dissent Rights are validly exercised and which
exercise remains valid immediately prior to the Effective Time; and (ii) the number obtained by
dividing the Aggregate Consideration by the Total MBOG Shares;

(l)

"Certificate" means the certificate or certificates or other confirmation of filing to be issued by
the Registrar pursuant to subsection 193(11) of the ABCA giving effect to the Arrangement;
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(m)

"Combination Electing Shareholder" means an MBOG Shareholder who has elected or is
deemed to have elected to receive a combination of Cash Consideration and Share Consideration
pursuant to the Arrangement;

(n)

"Combined Consideration" means the consideration in the form of Cash Consideration and Share
Consideration to be received on the election or deemed election of an MBOG Shareholder
pursuant to the Arrangement;

(o)

"Court" means the Court of Queen's Bench of Alberta;

(p)

"Depositary" means Computershare Investor Services Inc. or such other trust company as may be
designated by Surge and MBOG;

(q)

"Dissent Rights" means the right of an MBOG Shareholder pursuant to section 191 of the ABCA
and the Interim Order to dissent to the Arrangement and to be paid the fair value of the MBOG
Shares in respect of which the holder dissents, all in accordance with section 191 of the ABCA
and the Interim Order;

(r)

"Dissenting Shareholders" means the registered MBOG Shareholders who validly exercise
Dissent Rights and whose exercise of Dissent Rights remains valid immediately prior to the
Effective Time and "Dissenting Shareholder" means any one of them;

(s)

"Effective Date" means the date the Arrangement is effective under the ABCA;

(t)

"Effective Time" means the time at which the Articles of Arrangement are filed with the Registrar
on the Effective Date;

(u)

"Election Deadline" means 4:30 p.m. (Calgary time) on the second business day immediately
prior to the date of the Meeting or, if the Meeting is adjourned, the adjourned meeting;

(v)

"Encumbrances" means any mortgage, hypothec, prior claim, encumbrance, pledge, assignment
for security, security interest, guarantee, right of third parties or other charge or any collateral
securing the payment obligations of any Person, as well as any other agreement or arrangement
with any similar effect whatsoever;

(w)

"Escrow Agent" means the escrow agent under the Escrow Agreement;

(x)

"Escrow Agreement" means the agreement between Surge, the Escrow Agent and each NonResident Shareholder that is deemed to be a party to such agreement giving effect to the terms set
forth in Section 5.9;

(y)

"Final Order" means the final order of the Court approving this Arrangement under subsection
193(9) of the ABCA, as such order may be affirmed, amended or modified by any court of
competent jurisdiction;

(z)

"Interim Order" means the interim order of the Court made under subsection 193(4) of the
ABCA containing declarations and directions with respect to this Arrangement, as such order may
be affirmed, amended or modified by any court of competent jurisdiction;

(aa)

"Letter of Transmittal and Election Form" means the Letter of Transmittal and Election Forms
enclosed with the joint information circular of MBOG and Surge pursuant to which MBOG
Shareholders are required to elect to receive Cash Consideration, Share Consideration or
Combined Consideration in respect of their MBOG Shares and to deliver certificates representing
MBOG Shares;
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(bb)

"Maximum Purchase Price" has the meaning ascribed thereto in subsection 5.9(b);

(cc)

"MBOG" means Mount Bastion Oil & Gas Corp., a corporation incorporated pursuant to the
ABCA;

(dd)

"MBOG Shares" means the common shares in the capital of MBOG;

(ee)

"MBOG Shareholders" means the holders from time to time of MBOG Shares;

(ff)

"Meeting" means the special meeting of holders of MBOG Shares to be held to consider the
Arrangement, and any adjournment thereof;

(gg)

"Non-Resident Shareholder" means an MBOG Shareholder that, at all relevant times, is: (i) a
person who is not a resident of Canada for the purposes of the Tax Act; or (ii) a partnership that is
not a “Canadian partnership” as defined in the Tax Act;

(hh)

"Registrar" means the Registrar of Corporations appointed under section 263 of the ABCA;

(ii)

"Share Consideration" means the consideration in the form of Surge Shares to be issued on the
election or deemed election of an MBOG Shareholder pursuant to subsection 3.1(b)(ii);

(jj)

"Share Electing Shareholder" means an MBOG Shareholder who has elected to receive the
Share Consideration only pursuant to the Arrangement;

(kk)

"Share Maximum" means, subject to Sections 3.4 and 5.6 75,431,034;

(ll)

"Shortfall" has the meaning ascribed thereto in subsection 5.9(b);

(mm)

"Surge" means Surge Energy Inc., a corporation amalgamated pursuant to the ABCA;

(nn)

"Surge Share" means a common share in the capital of Surge;

(oo)

"Surge Share Price" means, subject to Section 3.4, the deemed price per Surge Share of $2.32;

(pp)

"Tax Act" means the Income Tax Act (Canada), R.S.C. 1985, c.l. (5th Supp); and

(qq)

"Total MBOG Shares" means the total number of issued and outstanding MBOG Shares as at the
Effective Time which, for greater certainty, shall include MBOG Shares held by Dissenting
Shareholders.

1.2

The division of this Plan of Arrangement into articles and sections and the insertion of headings are for
convenience of reference only and shall not affect the construction or interpretation of this Plan of
Arrangement.

1.3

Unless reference is specifically made to some other document or instrument, all references herein to
Articles, Sections, subsections, paragraphs and subparagraphs are to articles, sections, subsections,
paragraphs and subparagraphs of this Plan of Arrangement.

1.4

Unless the context otherwise requires, words importing the singular number shall include the plural and
vice versa; words importing any gender shall include all genders; and words importing persons shall
include individuals, partnerships, associations, corporations, funds, unincorporated organizations,
governments, regulatory authorities, and other entities.
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1.5

In the event that the date on which any action is required to be taken hereunder by any of the parties is not a
business day in the place where the action is required to be taken, such action shall be required to be taken
on the next succeeding day which is a business day in such place.

1.6

References in this Plan of Arrangement to any statute or sections thereof shall include such statute as
amended or substituted and any regulations promulgated thereunder from time to time in effect.

1.7

Unless otherwise specified, all references to "dollars" or "$" shall mean Canadian dollars.
ARTICLE 2
ARRANGEMENT AGREEMENT

2.1

This Plan of Arrangement is made pursuant and subject to the provisions of the Arrangement Agreement.

2.2

The Arrangement, upon the filing of the Articles of Arrangement and the issuance of the Certificate, will
become effective at, and be binding on and after, the Effective Time on: (i) the MBOG Shareholders
(including the Dissenting Shareholders); (ii) MBOG; (iii) Surge; and (iv) the Depositary.

2.3

The Articles of Arrangement and the Certificate shall be filed and issued, respectively, with respect to the
Arrangement in its entirety. The Certificate shall be conclusive evidence that the Arrangement has become
effective.

2.4

No portion of this Plan of Arrangement shall take effect with respect to any party or Person until the
Effective Time.
ARTICLE 3
ARRANGEMENT

3.1

Commencing at the Effective Time, each of the events set out below shall occur and shall be deemed to
occur in the following order without any further act or formality except as otherwise provided herein:
(a)

each MBOG Share held by a Dissenting Shareholder shall be deemed to be transferred to Surge
(free and clear of any Encumbrances) and the Dissenting Shareholders shall cease to have any
rights as MBOG Shareholders, other than the right to be paid the fair value of their MBOG Shares
so transferred to Surge in accordance with Article 4 of this Plan of Arrangement and the Dissent
Rights;

(b)

Each issued and outstanding MBOG Share (other than those transferred to Surge pursuant to
Section 3.1(a)) shall be, and shall be deemed to be, transferred to, and acquired by, Surge (free and
clear of any Encumbrances) and each MBOG Shareholder whose MBOG Shares are so transferred
to Surge shall be entitled to receive from Surge:
(i)

subject to subsection 3.1(c), in the case of each Cash Electing Shareholder, an amount of
cash, rounded to the nearest whole cent, equal to the amount obtained by multiplying the
Aggregate Consideration by a fraction, rounded to the nearest six decimal places, the
numerator of which is number of MBOG Shares for which the cash election is being
made by such Cash Electing Shareholder and the denominator of which is the Total
MBOG Shares;

(ii)

subject to subsection 3.1(c), in the case of each Share Electing Shareholder, that number
of Surge Shares, rounded to the nearest whole Surge Share, equal to the amount obtained
by multiplying the Aggregate Consideration by a fraction, rounded to the nearest six
decimal places, the numerator of which is the number of MBOG Shares for which the
share election is being made by such Share Electing Shareholder and the denominator of
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which is the Total MBOG Shares and then dividing such amount by the Surge Share
Price; and
(iii)

(c)

(d)

subject to subsection 3.1(c), in the case of each Combination Electing Shareholder will
receive:
(A)

for each MBOG Share for which each Combination Electing Shareholder is
electing cash, an amount of cash, rounded to the nearest whole cent, equal to the
amount obtained by multiplying the Aggregate Consideration by a fraction,
rounded to the nearest six decimal places, the numerator of which is the number
of MBOG Shares for which the cash election is being made by such
Combination Electing Shareholder and the denominator of which is the Total
MBOG Shares; and

(B)

for each remaining MBOG Share held by each Combination Electing
Shareholder, that number of Surge Shares, rounded to the nearest whole Surge
Share, equal to the amount obtained by multiplying the Aggregate Consideration
by a fraction, rounded to the nearest six decimal places, the numerator of which
is the number of MBOG Shares for which the share election is being made by
such Combination Electing Shareholder and the denominator of which is the
Total MBOG Shares and then dividing such amount by the Surge Share Price.

Surge shall not be required to pay an aggregate amount of Cash Consideration pursuant to Section
3.1(b)(i) and 3.1(b)(iii)(A) in excess of the Cash Maximum and shall not be required to issue
pursuant to Sections 3.1(b)(ii) and 3.1(b)(iii)(B) an aggregate number of Surge Shares in excess of
the Share Maximum in exchange for MBOG Shares transferred to Surge pursuant to Section
3.1(b), and:
(i)

if the Aggregate Cash Elected exceeds the Cash Maximum, the amount of Cash
Consideration paid to each Cash Electing Shareholder and Combination Electing
Shareholder shall be determined by multiplying the fraction, rounded to the nearest six
decimal places, equal to the Cash Maximum divided by the Aggregate Cash Elected by
the amount of Cash Consideration that would otherwise be received pursuant to
subsections 3.1(b)(i), 3.1(b)(iii) or 3.1(d)(ii) and each such holder shall receive the Share
Consideration as if a share election were being made in respect of the balance of such
holder's MBOG Shares; and

(ii)

if the Aggregate Shares Elected exceeds the Share Maximum, the amount of Share
Consideration paid to each Share Electing Shareholder and Combination Electing
Shareholder shall be determined by multiplying the fraction, rounded to the nearest six
decimal places, equal to the Share Maximum divided by the Aggregate Shares Elected by
the amount of Share Consideration that would otherwise be received pursuant to
subsections 3.1(b)(ii), 3.1(b)(iii) or 3.1(d)(ii) and each such holder shall receive the Cash
Consideration as if a cash election were being made in respect of the balance of such
holder's MBOG Shares.

With respect to the election required to be made by a holder of MBOG Shares pursuant to
subsection 3.1(b):
(i)

each of such holders of MBOG Shares shall be required to make such election by
depositing with the Depositary, prior to the Election Deadline, a duly completed Letter of
Transmittal and Election Form indicating such holder's election, together with certificates
representing such holder's MBOG Shares; and
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(ii)

(e)

subject to subsection 3.1(c), any MBOG Shareholder who does not deposit a duly
completed Letter of Transmittal and Election Form with the Depositary prior to the
Election Deadline, or otherwise fails to comply with the requirements of subsection
3.1(d)(i) or the Letter of Transmittal and Election Form to make an election to exchange
MBOG Shares as contemplated by subsection 3.1(b), shall be deemed to have elected to
receive Combined Consideration in exchange for such holder's MBOG Shares comprised
of: (i) Cash Consideration with respect to 30 percent of such holder's MBOG Shares,
rounded down to the nearest whole MBOG Share; and (ii) Share Consideration with
respect to the remaining 70 percent of such holder's MBOG Shares, rounded up to the
nearest whole MBOG Share.

Any Non-Resident Shareholder is deemed to be a party to the Escrow Agreement and any Cash
Consideration and/or Share Consideration withheld and deposited with the Escrow Agent in
accordance with the Arrangement shall be governed by the terms of the Escrow Agreement.

3.2

An MBOG Shareholder who received consideration consisting, in whole or in part, of Share Consideration
shall be entitled to make a tax election, pursuant to subsection 85(1) or 85(2) of the Tax Act, as applicable
(and the analogous provisions of provincial income tax law). Surge shall make available on Surge’s website
tax election forms required under the Tax Act within 60 days of the Effective Date. Any MBOG
Shareholder who wants to make such election and otherwise qualifies to make such election may do so by
providing to Surge two signed copies of the necessary election forms within 120 days following the
Effective Date, duly completed with the details of the number of MBOG Shares transferred and the
applicable agreed amount or amounts for the purposes of such election. Thereafter, subject to the election
forms complying with the provisions of the Tax Act (or applicable provincial or territorial income tax law),
the forms will be signed by Surge and returned to such MBOG Shareholder by ordinary mail within 60
days after the receipt thereof by Surge for filing with the Canada Revenue Agency (or the applicable
provincial or territorial taxing authority). Surge will not be responsible for the proper completion of any
election form and, except for the obligation of Surge to so sign and return duly completed election forms
which are received by Surge within 120 days of the Effective Date. Surge will not be responsible for any
taxes, interest or penalties resulting from the failure by an MBOG Shareholder to properly complete or file
the election forms in the form and manner and within the time prescribed by the Tax Act (or any applicable
provincial or territorial legislation). In its sole discretion, Surge may choose to sign and return an election
form received by it more than 120 days following the Effective Date, but Surge will have no obligation to
do so.

3.3

All outstanding performance based awards, time-based awards or other securities convertible, exchangeable
or exercisable for MBOG Shares issued or granted under the MBOG Incentive Plan shall be cancelled and
cease to represent a right or claim of any kind or nature and the MBOG Incentive Plan and any related
award or grant agreements shall be terminated and of no further force or effect.

3.4

The Share Maximum and Surge Share Price will be adjusted to reflect fully the effect of any stock split,
reverse split, consolidation, reorganization or recapitalization with respect to Surge Shares effected in
accordance with the terms of the Arrangement Agreement occurring after the date of the Arrangement
Agreement and prior to the Effective Time.

3.5

The parties shall, forthwith following the Effective Time, make the appropriate entries into their securities
registers to reflect the matters referred to under Section 3.1.
ARTICLE 4
DISSENTING SHAREHOLDERS

4.1

Each registered holder of MBOG Shares shall have the right to dissent with respect to the Arrangement in
accordance with the provisions of section 191 of the ABCA as modified by the Interim Order. A Dissenting
Shareholder shall, at the Effective Time, cease to have any rights as a holder of MBOG Shares and shall
only be entitled to be paid the fair value of the holder's MBOG Shares. A Dissenting Shareholder who is
paid the fair value of the holder's MBOG Shares shall be deemed to have transferred the holder's MBOG
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Shares to MBOG for cancellation at the Effective Time, notwithstanding the provisions of section 191 of
the ABCA. A Dissenting Shareholder who for any reason is not entitled to be paid the fair value of the
holder's MBOG Shares shall be treated as if the holder had participated in the Arrangement on the same
basis as a non-dissenting holder of MBOG Shares notwithstanding the provisions of section 191 of the
ABCA. The fair value of the MBOG Shares shall be determined as of the close of business on the last
business day before the day on which the Arrangement is approved by the holders of MBOG Shares at the
Meeting; but in no event shall MBOG or Surge be required to recognize such Dissenting Shareholder as
shareholders of MBOG or Surge after the Effective Time and the names of such holders shall be removed
from the applicable register of shareholders as at the Effective Time. For greater certainty, in addition to
any other restrictions in section 191 of the ABCA, no person who has voted in favour of the Arrangement
shall be entitled to dissent with respect to the Arrangement.
ARTICLE 5
OUTSTANDING CERTIFICATES AND FRACTIONAL SECURITIES
5.1

From and after the Effective Time, certificates formerly representing MBOG Shares shall represent only
the right to receive the consideration to which the holders are entitled under the Arrangement, or as to those
held by Dissenting Shareholders, other than those Dissenting Shareholders deemed to have participated in
the Arrangement pursuant to Section 3.1, to receive the fair value of the MBOG Shares represented by such
certificates.

5.2

Prior to the Effective Time, Surge shall: (i) provide to the Depositary a certified cheque, bank draft or wire
transfer of funds in an amount equal to the aggregate amount of cash that the MBOG Shareholders are
entitled to receive for their MBOG Shares in accordance with the terms of the Surge Arrangement; and (ii)
issue and deliver to the Depositary an irrevocable treasury order authorizing the Depositary, as the registrar
and transfer agent for the Surge Shares, to issue in a book based register the aggregate number of Surge
Shares payable to the former holders of MBOG Shares pursuant to the provisions of the Arrangement.
Following the Effective Time, the Depositary shall be considered to hold such funds and Surge Shares for
the sole benefit of the MBOG Shareholders.

5.3

Subject to Section 5.9, the Depositary shall (as soon as is practicable but in any event not later than the date
that is three (3) business days following the later of the Effective Date and the date of deposit by a former
MBOG Shareholder of a duly completed and executed Letter of Transmittal and Election Form, together
with the share certificates representing the holder's MBOG Shares and such other documents and
instruments as the Depositary may reasonably require) cause individual cheques (or other form of
immediately available funds) and/or certificates representing the Surge Shares (or arrange for the direct
non-certificated deposit of the Surge Shares), as applicable. Such cheques and/or Surge Shares, as
applicable, shall be forwarded by first class mail, postage pre-paid, to the person and at the address
specified in the relevant Letter of Transmittal and Election Form or, if no address has been specified
therein, at the address specified for the particular holder in the register of holders of MBOG Shares.
Cheques and/or Surge Shares, as applicable, mailed pursuant hereto will be deemed to have been delivered
at the time of delivery thereof to the post office.

5.4

If any certificate which immediately prior to the Effective Time represented an interest in outstanding
MBOG Shares that were exchanged pursuant to Section 3.1 has been lost, stolen or destroyed, upon the
making of an affidavit of that fact by the person claiming such certificate to have been lost, stolen or
destroyed, the Depositary will issue and deliver in exchange for such lost stolen or destroyed certificate the
consideration to which the holder is entitled pursuant to the Arrangement (and any dividends or
distributions with respect thereto) as determined in accordance with the Arrangement. The person who is
entitled to receive such consideration shall, as a condition precedent to the receipt thereof, give a bond to
Surge and its transfer agent in form and substance satisfactory to Surge or shall otherwise indemnify Surge
and the Depositary against any claim that may be made against any of them with respect to the certificate
alleged to have been lost, stolen or destroyed.

5.5

Any certificate formerly representing MBOG Shares that is not deposited with all other documents as
required by this Plan of Arrangement and the Letter of Transmittal and Election Form on or before the last
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business day prior to the third anniversary of the Effective Date shall cease to represent a right or claim of
any kind or nature, including the right of the holder of such MBOG Shares to receive the consideration that
the holder is entitled pursuant to this Arrangement. In such case, the cash that the holder is entitled to
pursuant to this Arrangement (including any dividends or other distributions in respect of Surge Shares)
shall be returned by the Depositary to Surge and the Surge Shares shall be returned to Surge and MBOG, as
applicable, for cancellation.
5.6

No certificates representing fractional Surge Shares shall be issued. In lieu of any fractional Surge Shares,
each registered MBOG Shareholder otherwise entitled to a fractional interest in a Surge Shares will receive
the lowest whole number of Surge Shares (with all fractions being rounded down).

5.7

Subject to Section 5.5, all dividends payable in respect of Surge Shares to which a former MBOG
Shareholder is entitled in accordance with this Plan, but for which a certificate representing such Surge
Shares has not been delivered to such former MBOG Shareholder (or the electronic non-certificated deposit
of such Surge Shares has not been completed) in accordance with this Article 5, shall be paid or delivered
to the Depositary to be held in trust for such former MBOG Shareholder for delivery to the former MBOG
Shareholder, net of all withholding and other taxes, upon delivery of the certificate representing the Surge
Shares (or the electronic deposit of Surge Shares) in accordance with this Article 5.

5.8

Surge, MBOG and the Depositary shall be entitled to deduct and withhold from any consideration, dividend
or distribution otherwise payable to any holder of MBOG Shares, such amounts as any of Surge, MBOG or
the Depositary is required to deduct and withhold with respect to such payment under the Tax Act or any
provision of federal, provincial, territorial, state, local or foreign tax law. To the extent that amounts are so
withheld, such withheld amounts shall be treated for all purposes hereof as having been paid to the holder
of the securities in respect of which such deduction and withholding was made, provided that such withheld
amounts are actually remitted to the appropriate taxing authority. Surge, MBOG and the Depositary are
hereby authorized to sell or otherwise dispose of such portion of the consideration as is necessary to
provide sufficient funds to Surge, MBOG and the Depositary, as the case may be, to enable it to comply
with such deduction or withholding requirement, and Surge, MBOG and the Depositary shall notify the
holder thereof and remit any unapplied balance of the net proceeds of such sale to such holder.

5.9

If any MBOG Shareholder has not given the representation and warranty contained in the Letter of
Transmittal and Election Form that such holder is not a Non-Resident Shareholder or Surge has a
reasonable basis for concluding a particular MBOG Shareholder is a Non-Resident Shareholder, then:
(a)

in the event the MBOG Shareholder is entitled to receive only cash in respect of such holder’s
MBOG Shares pursuant to the Arrangement, then Surge shall withhold cash equal to 25% of the
aggregate Cash Consideration paid to the MBOG Shareholder pursuant to and in accordance with
the Arrangement;

(b)

in the event the MBOG Shareholder is entitled to receive a combination of cash and Surge Shares
pursuant to the Arrangement, and where the amount of cash to be received is equal to or greater
than 25% of the MBOG Shareholder’s pro rata portion of the Aggregate Consideration (the
“Maximum Purchase Price”), then Surge shall withhold from the cash receivable an amount
equal to 25% of the Maximum Purchase Price and where the amount of cash to be received is less
than 25% of the Maximum Purchase Price then Surge shall compute the difference between the
amount of cash receivable and 25% of the Maximum Purchase Price (such difference being the
"Shortfall") and shall withhold: (A) all of the cash to be paid, and (B) all of the Surge Shares to
be issued to such MBOG Shareholder; and

(c)

in the event the MBOG Shareholder is entitled to receive only Surge Shares pursuant to the
Arrangement, then Surge shall withhold all of the Surge Shares to be issued to such MBOG
Shareholder.

Any amounts withheld by Surge as set out in subsection 5.9(a), (b) or (c) above shall be deposited with the
Escrow Agent.
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If a clearance certificate is provided to Surge by the holder on or before the Effective Date, which
certificate has been issued pursuant to subsection 116(2) of the Tax Act and Surge determines, acting
reasonably, no remittance is required under subsection 116(5) of the Tax Act, then the Escrow Agent shall
promptly deliver all of the cash, Surge Shares or the cash and Surge Shares withheld from MBOG
Shareholder. If the certificate limit specified in the clearance certificate is less than the Maximum Purchase
Price, the Escrow Agent shall remit to the Canada Revenue Agency on or prior to the 30th day following the
month in which the Effective Date occurs an amount equal to 25% of the amount by which the Maximum
Purchase Price exceeds the certificate limit. The Escrow Agent shall first satisfy the amount from cash
withheld and if there is insufficient cash to fully satisfy the remittance obligation, the Escrow Agent is
authorized to sell on behalf of such MBOG Shareholder and shall sell, prior to the date on which such
remittance is required to be made, such number of Surge Shares as necessary to fully satisfy the remittance
obligation, net of any commission, or other expenses associated with the sale of such Surge Shares.
If an MBOG Shareholder provides to the Escrow Agent a certificate issued pursuant to subsection 116(2)
or 116(4) of the Tax Act after the Effective Date but on or before the fifth Business Day prior to the 30th
day following the month in which the Effective Date occurs (the “Remittance Date Deadline”), and Surge
determines, acting reasonably that no remittance of any amount is required, then the Escrow Agent shall
promptly deliver to the MBOG Shareholder any cash, Surge Shares or cash and Surge Shares withheld
from such MBOG Shareholder. If an MBOG Shareholder has not provided to the Escrow Agent a
certificate issued pursuant to subsection 116(2) or 116(4) of the Tax Act or a customary comfort letter
issued by the Canada Revenue Agency confirming that Surge is not required to remit any amount as
required by subsection 116(5) of the Tax Act until such time as may be further notified by the Canada
Revenue Agency (a “Comfort Letter”) by the Remittance Date Deadline or where such MBOG
Shareholder has provided such certificate but Surge determines, acting reasonably, that remittance of an
amount is required, then the Escrow Agent is authorized to remit the required amount from the cash
payable to the MBOG Shareholder. If the cash payable to such MBOG Shareholder is not sufficient to
satisfy the remittance obligation, the Escrow Agent is authorized to sell and shall sell, prior to the date on
which such remittance is required to be made, such number of Surge Shares as necessary to fully satisfy the
remittance obligation, net of any commission, or other expenses associated with the sale of such Surge
Shares.
In the event an MBOG Shareholder provides a Comfort Letter to Surge on or prior to the Remittance Date
Deadline, the Escrow Agent shall continue to hold such cash, Surge Shares or cash and Surge Shares
withheld until such time as the MBOG Shareholder provides a clearance certificate pursuant to subsection
116(2) or 116(4) or is otherwise directed by the Canada Revenue Agency to remit an amount at which time
the Escrow Agent shall follow the procedure for remitting cash and, if required, selling Surge Shares as set
out in the immediately preceding paragraph. Notwithstanding the foregoing, if the MBOG Shareholder has
not provided a clearance certificate within six (6) months from the Remittance Date Deadline (the
“Certificate Deadline Date”) and there is a Shortfall in respect of such MBOG Shareholder, the Escrow
Agent is authorized to sell on behalf of such MBOG Shareholder and shall sell such number of Surge
Shares as necessary to fully satisfy the remittance obligation, net of any commission, or other expenses
associated with the sale of such Surge Shares and the Escrow Agent shall promptly deliver to such MBOG
Shareholder any unsold Surge Shares. If the MBOG Shareholder does not want the Escrow Agent to sell
any of the Surge Shares to satisfy the remittance obligation, then the MBOG Shareholder shall provide
notice to the Escrow Agent no later than the third Business Day prior to the Certificate Deadline Date
together with a cash payment equal to the Shortfall following which the Escrow Agent shall deliver the
Surge Shares so held to the MBOG Shareholder. Following the Certificate Deadline Date, the Escrow
Agent shall continue to hold the cash until such time as such clearance certificate is provided or the CRA
directs otherwise.
To the extent that Surge withholds Surge Shares from any MBOG Shareholder, pursuant to this Section 5.9
and subsequently the Escrow Agent sells all or a portion of such Surge Shares and receives an amount
greater than the amount required to fully satisfy the remittance obligation, net of any commissions or other
expenses associated with the sale of such Surge Shares, the Escrow Agent shall promptly pay such excess
and deliver any unsold Surge Shares to such MBOG Shareholder.
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ARTICLE 6
AMENDMENTS
6.1

Surge and MBOG may amend, modify and/or supplement this Plan of Arrangement at any time and from
time to time prior to the Effective Time, provided that each such amendment, modification and/or
supplement must be: (a) set out in writing; (b) filed with the Court and, if made following the Meeting,
approved by the Court; and (c) communicated to the MBOG Shareholders if and as required by the Court.

6.2

Any amendment, modification or supplement to this Plan of Arrangement may be proposed by Surge and
MBOG at any time prior to or at the Meeting (provided that the other party shall have consented thereto)
with or without any other prior notice or communication, and if so proposed and accepted by the persons
voting at the Meeting (other than as may be required under the Interim Order), shall become part of this
Plan of Arrangement for all purposes.

6.3

Any amendment, modification or supplement to this Plan of Arrangement that is approved by the Court
following the Meeting shall be effective only if: (a) it is consented to by each of Surge and MBOG; and
(b) if required by the Court or applicable law, it is consented to by the MBOG Shareholders.
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INTERIM ORDER
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Clerk’s stamp
ORIGINAL STAMPED

Court File Number

1801-13365

Court

COURT OF QUEEN’S BENCH OF
ALBERTA

Judicial Centre

CALGARY

Matter

IN THE MATTER OF SECTION 193 OF THE BUSINESS CORPORATIONS
ACT, RSA 2000, c B-9, AS AMENDED (THE "ABCA")
AND IN THE MATTER OF A PROPOSED ARRANGEMENT INVOLVING
MOUNT BASTION OIL & GAS CORP., SURGE ENERGY INC. and THE
SHAREHOLDERS OF MOUNT BASTION OIL & GAS CORP.

Applicant

MOUNT BASTION OIL & GAS CORP.

Respondent

Not Applicable

Document

INTERIM ORDER

Address for Service and Contact
Information of
Party Filing this Document

DLA PIPER (CANADA) LLP
Suite 1000, 250 - 2nd Street S.W.
Calgary, Alberta T2P 0C1
Attn: Kenneth P. Reh
Telephone: 403-698-8720
Facsimile: 403-213-4467
Email: ken.reh@dlapiper.com
File Number: 78205-00029

DATE ON WHICH ORDER WAS PRONOUNCED:

September 19, 2018

NAME OF JUDGE WHO MADE THIS ORDER:

The Honourable C.M. Jones.

LOCATION OF HEARING:

Calgary Courts Centre
601 - 5th Street S.W.
Calgary, Alberta

UPON the Originating Application (the “Originating Application”) of Mount Bastion Oil & Gas
Cor. (“MBOG” or the “Applicant”);
AND UPON reading the Originating Application, the affidavit of Curtis Labelle, President of
MBOG, sworn September 19, 2019, to be filed (the “Affidavit”) and the documents referred to therein;
AND UPON HEARING counsel for the Applicant;
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FOR THE PURPOSES OF THIS ORDER:
(a)

the capitalized terms not defined in this Order (the "Order") shall have the meanings
attributed to them in the draft information circular and proxy statement of the
Applicant (the "Information Circular") attached as Exhibit "A" to the Affidavit; and

(b)

al l references to "Arrangement" used herein mean the arrangement as set forth in the
plan of arrangement attached as Exhibit "A" to the arrangement agreement (the
"Arrangement Agreement"), which Arrangement Agreement is attached as Appendix
"D" to the Information Circular.

IT IS HEREBY ORDERED THAT:
General
1.

The Applicant shall seek approval of the Arrangement as described in the Information Circular
by holders of shares of the Applicant (the "Shareholders") in the manner set forth below.

The Meeting
2.

The Applicant shall call and conduct a special meeting (the "Meeting") of Shareholders on or
a bout October 24, 2018. At the Meeting, the Shareholders will consider and vote upon a
resolution to approve the Arrangement substantially in the form attached as Appendix "A" to
the Information Circular (the "Arrangement Resolution") and such other business as may
properly be brought before the Meeting or any adjournment or postponement thereof, all as
more particularly described in the Information Circular.

3.

A quorum at the Meeting shall be at least one (1) person present holding or representing by
proxy not less than fifty one percent (51%) of the common shares of the Applicant ("MBOG
Shares") then outstanding.

4.

If within 30 minutes from the time appointed for the Meeting, a quorum is not present, the
Meeting shall stand adjourned to a date not less than 2 and not more than 30 days later, as may
be determined by the Chair of the Meeting. No notice of the adjourned meeting shall be
required and, if at such adjourned meeting a quorum is not present, the Shareholders present at
the adjourned meeting in person or represented by proxy shall constitute a quorum for all
purposes.
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5.

Each MBOG Share entitled to be voted at the Meeting will entitle the holder to one vote at the
Meeting in respect of the Arrangement Resolution and any other matters to be considered at
the Meeting.

6.

The record date for Shareholders entitled to receive notice of and vote at the Meeting shall be
September 24, 2018 (the "Record Date"). Only Shareholders whose names have been entered
on the register of holders of MBOG Shares as at the close of business on the Record Date will be
entitled to receive notice of the Meeting and to vote at the Meeting; provided that, to the
extent a Shareholder transfers the ownership of any MBOG Shares after the Record Date, and
the transferee of those MBOG Shares produces properly endorsed MBOG Share certificates, or
otherwise establishes ownership of such MBOG Shares, and demands, not later than 10 days
before the Meeting, to be included on the list of Shareholders entitled to vote at the Meeting,
such transferee will be entitled to vote those MBOG Shares at the Meeting.

7.

The Meeting shall be called, held and conducted in accordance with the applicable provisions of
the ABCA, the articles and by-laws of the Applicant in effect at the relevant time, the
I nformation Circular, the rulings and directions of the Chair of the Meeting, this Order and any
further Order of this Court. To the extent that there is any inconsistency or discrepancy between
this Order and the ABCA or the articles or by-laws of the Applicant, the terms of this Order shall
govern.

Conduct of the Meeting
8.

The only persons entitled to attend the Meeting shall be Shareholders or their authorized proxy
holders, the Applicant's directors and officers, and the Applicant's auditors, the Applicant's legal
counsel, representatives and legal counsel of other parties to the Arrangement, and such other
persons who may be permitted to attend by the Chair of the Meeting. The Chair of the Meeting
shall be any officer or director of the Applicant, or failing them, any person to be chosen at the
Meeting.

9.

The number of votes required to pass the Arrangement Resolution shall be not less than 66 2/3%
of the aggregate votes cast by Shareholders, in person or by proxy, at the Meeting.
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10.

To be valid, a proxy must be deposited with Computershare Trust Company of Canada, in the
m anner described in the Information Circular.

11.

The accidental omission to give notice of the Meeting, or the non-receipt of the notice, shall not
invalidate any resolution passed or proceedings taken at the Meeting.

12.

The Applicant is authorized to adjourn or postpone the Meeting on one or more occasions
(whether or not a quorum is present, if applicable), and for such period or periods of time as the
A pplicant deems advisable, without the necessity of first convening the Meeting or first
obtaining any vote of the Shareholders in respect of the adjournment or postponement. Notice
of such adjournment or postponement may be given by such method as the Applicant
determines is appropriate in the circumstances. If the Meeting is adjourned or postponed in
accordance with this Order, the references to the Meeting in this Order shall be deemed to be
the Meeting as adjourned or postposed, as the context allows.

A mendments to the Arrangement

13.

The Applicant and Surge Energy Inc. ("Surge") are authorized to make such amendments,
revisions or supplements to the Arrangement as they may together determine necessary or
desirable, provided that such amendments, revisions or supplements are made in accordance
with and in the manner contemplated by the Arrangement Agreement. The Arrangement so
a mended, revised or supplemented shall be deemed to be the Arrangement submitted to the
Meeting and the subject of the Arrangement Resolution, without need to return to this Court to
a mend this Order.

Amendments to Meeting Materials

14.

The Applicant is authorized to make such amendments, revisions or supplements ("Additional
I nformation") to the Information Circular, form of proxy ("Proxy"), notice of the Meeting
("Notice of Meeting"), and notice of Originating Application ("Notice of Originating
Application") as it may determine, and the Applicant may disclose such Additional Information,
i ncluding material changes, by the method and in the time most reasonably practicable in the
circumstances as determined by the Applicant. Without limiting the generality of the foregoing,
if any material change or material fact arises between the date of this Order and the date of the
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Meeting, which change or fact, if known prior to mailing of the Information Circular, would have
been disclosed in the Information Circular, then:
(a)

the Applicant shall advise the Shareholders of the material change or material fact by
disseminating a news release ("News Release") in accordance with applicable securities
laws; and

(b)

provided that the News Release describes the applicable material change or material
fact in reasonable detail, the Applicant shall not be required to deliver an amendment to
the Information Circular to the Shareholders or otherwise give notice to the
Shareholders of the material change or material fact other than dissemination and filing
of the News Release as aforesaid.

Dissent Rights
15.

The registered holders of MBOG Shares are, subject to the provisions of this Order and the
Arrangement, accorded the right to dissent under section 191 of the ABCA with respect to the
Arrangement Resolution and the right be paid the fair value of their MBOG Shares by MBOG in
respect of which such right to dissent was validly exercised.

16.

In order for a registered Shareholder to exercise such right to dissent under section 191 of the
ABCA (a "Dissenting Shareholder"):
(a)

the Dissenting Shareholder's written objection to the Arrangement Resolution must be
received by the Applicant, care of its solicitors, DLA Piper (Canada) LLP, Suite 1000,
Livingston Place West, 250 - 2nd Street S.W., Calgary, Alberta T2P 0C1, Attention: Brian
Bidyk, not later than 9:00 a.m.(Calgary time) on October 22, 2018, or two business days
i mmediately preceding the date that any adjournment or postponement of the Meeting
is reconvened or held, as the case may be;

(b)

a vote against the Arrangement Resolution, whether in person or by proxy, shall not
constitute a written objection to the Arrangement Resolution as required under clause
16(a) herein;
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(c)

a Dissenting Shareholder shall not have voted his or her MBOG Shares at the Meeting,
either by proxy or in person, in favour of the Arrangement Resolution;

(d)

a Dissenting Shareholder may not exercise the right to dissent in respect of only a
portion of the Shareholder's MBOG Shares, but may dissent only with respect to all of
the MBOG Shares held by the Shareholder; and

(e)

the exercise of such right to dissent must otherwise comply with the requirements of
section 191 of the ABCA, as modified and supplemented by this Order and the
Arrangement.

17.

The fair value of the consideration to which a Dissenting Shareholder is entitled pursuant to the
Arrangement shall be determined as of the close of business on the last business day before the
day on which the Arrangement Resolution is approved by the Shareholders and shall be paid to
the Dissenting Shareholders by MBOG as contemplated by the Arrangement and this Order.

18.

Dissenting Shareholders who validly exercise their right to dissent, as set out in paragraphs 15
a nd 16 above, and who:
(a)

are determined to be entitled to be paid the fair value of their MBOG Shares, shall be
deemed to have transferred such MBOG Shares as of the effective time of the
Arrangement (the "Effective Time"), without any further act or formality and free and
clear of al l liens, claims and encumbrances to Surge in exchange for the fair value of the
Shares; or

(b)

are, for any reason (including, for clarity, any withdrawal by any Dissenting Shareholder
of their dissent) determined not to be entitled to be paid the fair value for their MBOG
Shares shall be deemed to have participated in the Arrangement on the same basis as a
non-dissenting Shareholder and such MBOG Shares will be deemed to be exchanged for
the consideration under the Arrangement,

but in no event shall the Applicant, Surge, or any other person be required to recognize such
Shareholders as holders of MBOG Shares after the Effective Time, and the names of such
Shareholders shall be removed from the register of Shares.
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19.

Subject to further order of this Court, the rights available to Shareholders under the ABCA and
the Arrangement to dissent from the Arrangement Resolution shall constitute full and sufficient
dissent rights for the Shareholders with respect to the Arrangement Resolution.

20.

Notice to the Shareholders of their right to dissent with respect to the Arrangement Resolution
a nd to receive, subject to the provisions of the ABCA and the Arrangement, the fair value of the
consideration to with a Dissenting Shareholder is entitled pursuant to the Arragnement shall be
sufficiently given by including information with respect to this right as set forth in the
I nformation Circular which is to be sent to Shareholders in accordance with paragraph 21 of this
Order.

Notice
21.

The Information Circular, substantially in the form attached as Exhibit "A" to the Affidavit, with
such amendments thereto as counsel to the Applicant or Surge may determine necessary or
desirable (provided such amendments are not inconsistent with the terms of this Order), and
i ncluding the Notice of the Meeting, the Proxy, the Notice of Originating Application and this
Order, together with any other communications or documents determined by the Applicant to
be necessary or advisable (collectively, the "Meeting Materials"), shall be sent to those
Shareholders who hold MBOG Shares as of the Record Date, the directors of the Applicant, and
the auditors of the Applicant, by one or more of the following methods:
(a)

in the case of registered Shareholders, by pre-paid first class or ordinary mail, by
courier, by electronic delivery to those shareholders who have consented to such
delivery, or by delivery in person, addressed to each such holder at his, her or its
address, as shown on the books and records of the Applicant as of the Record Date not
later than 21 days prior to the Meeting; and

(b)

in the case of the directors and auditors of the Applicant, by email, pre-paid first class or
ordinary mail, by courier or by delivery in person, addressed to the individual directors
or firm of auditors, as applicable, not later than 21 days prior to the date of the
Meeting.

CAN: 28267882.1

E-9

22.

Delivery of the Meeting Materials in the manner directed by this Order shall be deemed to be
good and sufficient service upon the Shareholders, the directors and auditors of the Applicant,
of:
(a)

the Originating Application;

(b)

this Order;

(c)

the Notice of the Meeting; and

(d)

the Notice of Originating Application.

Final Application
23.

Subject to further order of this Court, and provided that the Shareholders have approved the
Arrangement in the manner directed by this Court, and the directors of the Applicant have not
revoked their approval, the Applicant may proceed with an application for a final Order of the
Court approving the Arrangement (the "Final Order") on October 24, 2018, at 2:00 p.m.(Calgary
time), or so soon thereafter as counsel may be heard. Subject to the Final Order and to the
issuance of the proof of filing of the articles of arrangement, the Applicant, all Shareholders and
all other persons affected will be bound by the Arrangement in accordance with its terms.

24.

Any Shareholder or other interested party (each an "Interested Party") desiring to appear and
m ake submissions at the application for the Final Order is required to file with this Court and
serve upon the Applicant, on or before 9:00 a.m.(Calgary time) on October 22, 2018, a notice of
intention to appear ("Notice of Intention to Appear") including the Interested Party's address
for service (or alternatively, a facsimile number for service by facsimile or an email address for
service by electronic mail), indicating whether such Interested Party intends to support or
oppose the application or make submissions at the application, together with a summary of the
position such Interested Party intends to advocate before the Court, and any evidence or
m aterials which are to be presented to the Court. Service of this notice on the Applicant shall be
effected by service upon the solicitors for the Applicant, DLA Piper (Canada) LLP, Suite 1000,
Livingston Place West, 250 - 2nd Street S.W., Calgary, Alberta T2P 0C1, Attention: Brian Bidyk.
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25.

In the event that the application for the Final Order is adjourned, only those parties appearing
before this Court for the Final Order, and those Interested Parties serving a Notice of Intention
to Appear in accordance with paragraph 24 of this Order, shall have notice of the adjourned
date.

Leave to Vary Interim Order
26.

The Applicant is entitled at any time to seek leave to vary this Order upon such terms and the
giving of such notice as this Court may direct.

(signed) "Justice C.M. Jones"
J ustice of the Court of Queen's Bench of Alberta
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September 18, 2018
The Board of Directors
Mount Bastion Oil & Gas Corp.
1050, 605 5 Avenue SW
Calgary, AB T2P 3H5
To the Board of Directors:
National Bank Financial Inc. ("NBF") understands that pursuant to an arrangement agreement dated
September 5, 2018 (the "Arrangement Agreement") between Mount Bastion Oil & Gas Corp. ("Mount
Bastion") and Surge Energy Inc. ("Surge"), such parties have agreed, among other things and upon the
terms and conditions set out in the Arrangement Agreement, that Surge will acquire, directly or
indirectly, all of the common shares of Mount Bastion (including those that may be issued pursuant to
the exercise of outstanding options of Mount Bastion or the vesting and settlement of restricted and
performance awards of Mount Bastion) (collectively, the "Mount Bastion Shares") by way of a statutory
plan of arrangement pursuant to the provisions of section 193 of the Business Corporations Act, R.S.A.
2000, C. B-9 (Alberta) (the "Arrangement").
The Arrangement will be funded through a combination of cash and common shares of Surge (“Surge
Shares”). Pursuant to the Arrangement Agreement, holders of MBOG Shares will receive, at the election
of each holder, for each MBOG Share, either (i) $1.863 in cash; or (ii) 0.803 Surge Shares, subject in
each case to proration, such that the aggregate consideration to be paid to holders of MBOG Shares will
be $145 million in cash and 75,431,035 Surge Shares at a deemed value of $2.32 per Surge Share.
To assist the Board of Directors of Mount Bastion (the "Board") in considering the terms of the
Arrangement and the making of its recommendation in respect thereof, the Board engaged NBF to
provide financial advice to the Board, including our opinion (the "Fairness Opinion") as to whether the
consideration to be received by Mount Bastion Shareholders pursuant to the Arrangement is fair, from a
financial point of view, to the Mount Bastion Shareholders.
ENGAGEMENT OF NATIONAL BANK FINANCIAL INC.
NBF was formally engaged by Mount Bastion pursuant to an agreement between Mount Bastion and NBF
(the "Engagement Agreement") dated effective February 12, 2018 whereby Mount Bastion retained NBF
as its exclusive financial advisor with respect to a review of a potential corporate transaction. Pursuant
to the Engagement Agreement, NBF agreed to provide services in connection with the Arrangement,
including delivery of the Fairness Opinion at the request of the Board. NBF has not been asked to
prepare, and has not prepared, a formal valuation of Mount Bastion or Surge, or any of their respective
securities or assets, and this Fairness Opinion should not be construed as such.
The terms of the Engagement Agreement provide that NBF is to be paid a success fee for its services as
exclusive financial advisor, and a flat fee in respect of the delivery of the Fairness Opinion. In addition,
Mount Bastion has agreed to reimburse NBF for its reasonable out-of-pocket expenses and indemnify
NBF in certain circumstances.
NBF understands that the Fairness Opinion may, at the discretion of the Board, be included in materials
distributed to Mount Bastion Shareholders with respect to the Arrangement, and, subject to the terms
of the Engagement Agreement, NBF consents to the inclusion thereof (in a form acceptable to NBF) in
materials provided to Mount Bastion Shareholders should the Board elect to include the Fairness
Opinion in such materials.
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RELATIONSHIP WITH INTERESTED PARTIES
None of NBF, its affiliates or associates is an insider, associate or affiliate of Mount Bastion or Surge, or
any of their respective associates or affiliates (as such terms are defined in the Securities Act
(Alberta)) (collectively, the "Interested Parties") or a related party of the Interested Parties. NBF acts
as a trader and dealer, both as principal and agent, in major financial markets and, as such, may have
had and may in the future have positions in the securities of any Interested Party and, from time to
time, may have executed or may execute transactions on behalf of such companies or clients for which
it received or may receive compensation. As an investment dealer, NBF conducts research on securities
and has, in the past, in the ordinary course of its business, provided research reports and investment
advice to its clients on investment matters, the Interested Parties and may, in the ordinary course of
business provide research reports and investment advice to its clients on the Arrangement.
NBF's controlling shareholder, National Bank of Canada (the "Bank"), a Canadian chartered bank, is a
lender to both Mount Bastion and Surge and the Bank is expected to be a lender to pro-forma Surge. To
the extent that the Bank is required to consent to the Arrangement or approve the continuation of
credit to pro-forma Surge or the company resulting from the Arrangement, NBF has no role in the
Bank's determination.
Other than as set forth above, there are no understandings, agreements or commitments between NBF
and any Interested Party with respect to any future business dealings. NBF may, in the future, as it has
in the past, in the ordinary course of its business, provide financial advisory, credit or investment
banking services to any of the Interested Parties.
CREDENTIALS OF NATIONAL BANK FINANCIAL INC.
NBF is a leading Canadian investment banking firm with operations in a broad range of investment
banking activities, including corporate finance, mergers and acquisitions, equity and fixed income sales
and trading and investment research. The Fairness Opinion expressed herein is the opinion of NBF and
the form and content hereof have been reviewed and approved for release by a group of managing
directors of NBF, each of whom is experienced in merger, acquisition, divestiture and fairness opinion
matters.
This Fairness Opinion has been prepared in accordance with the Disclosure Standards for Formal
Valuations and Fairness Opinions of Investment Industry Regulatory Organization of Canada ("IIROC")
but IIROC has not been involved in the preparation or review of this Fairness Opinion.
SCOPE OF REVIEW
In connection with rendering the Fairness Opinion, NBF has received and/or relied upon or carried out,
among other things, the following (without attempting to verify the accuracy or completeness thereof):
Transaction documents:
1.

the Arrangement Agreement;

2.

information circular

Financial Disclosure relating to Mount Bastion:
3.

audited annual consolidated financial statements contained therein of Mount Bastion as at
and for the years ended December 31, 2017 and 2016, respectively;

4.

Management's Discussion and Analysis prepared by Mount Bastion management for the years
ended December 31, 2017 and 2016, respectively;

5.

interim unaudited consolidated financial statements and reports of Mount Bastion as at and
for: (a) the three months ended March 31, 2018 and 2017; (b) the three and six months ended
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June 30, 2017 and 2016; and (c) the three and nine months ended September 30, 2017 and
2016, respectively;
6.

Management's Discussion and Analysis prepared by Mount Bastion management for: (a) the
three months ended March 31, 2018; (b) the three and six months ended June 30, 2017; and
(c) the three and nine months ended September 30, 2017, respectively;

Reserves and other evaluation information relating to Mount Bastion:
7.

the evaluation report, effective December 31, 2017, of Sproule Associates Limited,
independent engineering consultants of Calgary, Alberta ("Sproule"), regarding the petroleum
and natural gas reserves of Mount Bastion;

8.

the updated evaluation report, effective April 30, 2018, prepared by Sproule, regarding the
petroleum and natural gas reserves of Mount Bastion;

Other information, interviews and discussions relating to Mount Bastion:
9.

financial and operating information, including internal management forecasts, well results,
production data, land summaries and other such information, prepared by Mount Bastion;

10.

discussions with senior officers of Mount Bastion, regarding financial results, budgets and
business plans, key assets and obligations, development projects and abandonment and site
reclamation obligations;

11.

due diligence meetings with the management of Mount Bastion;

12.

a letter of representation from senior officers of Mount Bastion, addressed to us and dated
the date hereof, as to matters of fact relevant to Mount Bastion and the Arrangement and as
to the completeness and accuracy of the information upon which the Fairness Opinion is
based;

13.

such other financial, market, corporate and industry information, research reports,
investigations, discussions and analysis, research and testing of assumptions as we considered
necessary or appropriate in the circumstances;

Financial disclosure relating to Surge:
14.

audited annual consolidated financial statements contained therein of Surge as at and for the
years ended December 31, 2017, 2016 and 2015, respectively;

15.

Management's Discussion and Analysis prepared by Surge management for the years ended
December 31, 2017, 2016 and 2015, respectively;

16.

interim unaudited consolidated financial statements and reports of Surge as at and for: (a)
the three months ended March 31, 2018, 2017 and 2016; (b) the three and six months ended
June 30, 2018, 2017 and 2016; and (c) the three and nine months ended September 30, 2017
and 2016;

17.

Management's Discussion and Analysis prepared by Surge for: (a) the three months ended
March 31, 2018; (b) the three and six months ended June 30, 2018; and (c) the three and
nine months ended September 30, 2017, respectively;

18.

annual information forms of Surge for the years ended December 31, 2017, 2016 and 2015,
respectively;
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19.

the management information circulars of Surge for the years ended December 31, 2017, 2016
and 2015, respectively;

20.

public information related to the business, operations, financial performance and trading
histories of Surge and other selected oil and gas companies, as we considered relevant;

Reserves and other evaluation information relating to Surge:
21.

the evaluation report, effective December 31, 2017 and dated February 9, 2018, of Sproule
regarding the petroleum and natural gas reserves of Surge;

Other information, interviews and discussions relating to Surge:
22.

financial and operating information, including internal management forecasts, well results,
production data, land summaries and other such information, prepared by Surge;

23.

a letter of representation from senior officers of Surge, addressed to us and dated the date
hereof, as to matters of fact relevant to Surge and the Arrangement and as to the
completeness and accuracy of the information upon which the Fairness Opinion is based;

24.

due diligence questionnaire completed by Surge;

25.

discussions with senior management of Surge;

26.

such other financial, market, corporate and industry information, research reports,
investigations, discussions and analysis, research and testing of assumptions as we considered
necessary or appropriate in the circumstances.

In addition to the information described above, NBF also participated in certain meetings and
discussions with senior officers Mount Bastion and Mount Bastion's external legal counsel regarding the
Arrangement.
NBF did not meet with the auditors of Mount Bastion or Surge and has assumed the accuracy and fair
presentation of the audited and unaudited financial statements of the Interested Parties, and, as
applicable, the reports of the auditors thereon.
NBF has not, to its knowledge, been denied access to any information.
ASSUMPTIONS AND LIMITATIONS
The Fairness Opinion is subject to the assumptions, explanations and limitations herein before
described and as set forth below.
NBF has relied, without independent verification, upon, and has assumed the completeness, accuracy
and fair presentation of, all of the financial and other information, data, advice, opinions and
representations obtained by it from public sources or provided to NBF by or on behalf of the Interested
Parties and their respective advisors or otherwise, including, without limitation, in meetings and
discussions referred to above under "Scope of Review" (collectively, the "Information"). The Fairness
Opinion is conditional upon the completeness, accuracy and fair presentation of such Information. In
accordance with the Engagement Agreement, but subject to the exercise of its professional judgment,
NBF has not attempted to verify independently the completeness, accuracy or fair presentation of the
Information. With respect to any operating and financial models, forecasts, projections and estimates
provided to NBF and used in the analysis supporting the opinion, NBF has noted that projecting future
results of any entity is inherently subject to uncertainty and has assumed that such financial models,
forecasts, projections and estimates have been reasonably prepared on the basis reflecting the best
currently available estimates and judgments of management of the Interested Parties as to the matters
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covered thereby and in rendering the Fairness Opinion, we express no view as to the reasonableness of
such forecasts, projections, estimates or assumptions on which they are based.
Senior officers of Mount Bastion have represented to NBF in a representation letter dated the date
hereof, among other things, that: (i) the Information provided orally by, or in the presence of, an
officer or employee of Mount Bastion or in writing by Mount Bastion or its agents to NBF relating to
Mount Bastion or the Arrangement for the purpose of preparing the Fairness Opinion was, at the date
the Information was provided to NBF (and to the extent the Information has not been superseded by
more recent Information) and is at the date hereof, complete, true and correct in all material
respects, and did not and does not contain any untrue statement of a material fact in respect of Mount
Bastion or the Arrangement and did not and does not omit to state a material fact in respect of Mount
Bastion or the Arrangement necessary to make the Information not misleading in light of the
circumstances under which the Information was made or provided; (ii) since the dates on which the
Information was provided to NBF, except as disclosed in writing to NBF, and to the extent that such
Information has not been superseded by more recent information, there has been no material change,
financial or otherwise, in the financial condition, assets, liabilities (contingent or otherwise), business,
operations or prospects of Mount Bastion and no material change has occurred in the Information or
any part thereof which would have or which would reasonably be expected to have a material effect on
Mount Bastion or the Arrangement; (iii) since the dates on which the Information was provided to NBF,
no material transaction has been entered into by Mount Bastion other than the Arrangement and the
transactions to completed in connection therewith; and (iv) all financial material, documentation and
other data concerning Mount Bastion or the Arrangement, including any projections or forecasts,
provided to NBF were prepared on a basis consistent in all material respects with the accounting
policies applied in the consolidated financial statements of Mount Bastion dated as at June 30, 2018,
reflect the assumptions disclosed therein (which assumptions management of Mount Bastion believes to
be reasonable) and do not contain any untrue statement of a material fact or omit to state any
material fact necessary to make such financial material, documentation or data not misleading in light
of the circumstances in which such financial material, documentation or data were provided to NBF.
Senior officers of Surge have represented to NBF in a representation letter dated the date hereof,
among other things, that: (i) the publicly available Information prepared and filed by Surge relating to
Surge, any of its subsidiaries or the Arrangement is, at the date of such information, complete, true
and correct in all material respects, and did not contain any untrue statement of a material fact in
respect of Surge, its subsidiaries or the Arrangement and did not omit to state a material fact in
respect of Surge, its subsidiaries or the Arrangement necessary to make the Information not misleading
in light of the circumstances under which the Information was made publicly available; (ii) since June
30, 2018, there has been no material change, financial or otherwise, in the financial condition, assets,
liabilities (contingent or otherwise), business, operations or prospects of Surge or any of its subsidiaries
and no material change has occurred in the Information or any part thereof which would have or which
would reasonably be expected to have a material effect on Surge, its subsidiaries or the Arrangement,
other than that which has been publicly disclosed; (iii) since June 30, 2018, other than that which has
been publicly disclosed, no material transaction has been entered into by Surge or any of its
subsidiaries other than the Arrangement; and (iv) all financial material, documentation and other data
included in the Information as it relates to Surge was prepared on a basis consistent in all material
respects with the accounting policies applied in the consolidated financial statements of Surge dated as
at and for the period ended June 30, 2018, reflect the assumptions disclosed therein (which
assumptions management of Surge believes to be reasonable) and do not contain any untrue statement
of a material fact or omit to state any material fact necessary to make such financial material,
documentation or data not misleading in light of the circumstances in which such financial material,
documentation or data were made publicly available.
With respect to all legal and tax matters relating to the Arrangement and the implementation thereof,
we have relied upon, without independent verification, the assessment of Mount Bastion's legal and tax
counsel with respect to such matters. We do not express any opinion with respect to the tax
consequences to Mount Bastion or any Mount Bastion Shareholder that may arise as a result of the
Arrangement and have assumed that no material negative tax consequences arise for Mount Bastion as
a result of the Arrangement. The Arrangement is subject to a number of conditions outside of the
control of Mount Bastion and Surge and we have assumed all conditions precedent to the completion of
5
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the Arrangement can be satisfied in due course and all consents, permissions, exemptions or orders of
relevant regularity authorities will be obtained, without adverse conditions or qualifications. In
rendering this Fairness Opinion, we express no view as to the likelihood that the conditions to the
Arrangement will be satisfied or waived.
NBF has also assumed that all of the representations and warranties contained in the Arrangement
Agreement are correct as of the date hereof and that the Arrangement will be completed substantially
in accordance with its terms and all applicable laws.
The Fairness Opinion is rendered on the basis of securities markets, economic, financial and general
business conditions prevailing as at the date hereof and the condition and prospects, financial and
otherwise, of Mount Bastion and Surge and their affiliates, as they were reflected in the Information.
In our analyses and in preparing the Fairness Opinion, we made numerous assumptions with respect to
industry performance, general business, market and economic conditions and other matters, many of
which are beyond the control of any party involved in the Arrangement. While NBF believes these
assumptions to be reasonable with respect to Mount Bastion and Surge in the industry in which they
operate, some or all of these assumptions may prove to be incorrect.
The Fairness Opinion has been prepared and provided for the use of the Board and the Board only and
may not be relied upon by any other person without the prior written consent of NBF. The Fairness
Opinion is provided as of the date hereof and NBF disclaims any undertaking or obligation to advise any
person of any change in any fact or matter affecting the Fairness Opinion that may come or be brought
to the attention of NBF after the date hereof. Without limiting the foregoing, in the event that there is
any material change in any fact or matter affecting the Fairness Opinion after the date hereof, NBF
reserves the right to change, modify or withdraw the Fairness Opinion.
NBF expresses no opinion with respect to future trading prices of the securities of Mount Bastion or
Surge and the Fairness Opinion does not constitute a recommendation as to whether any Mount Bastion
Shareholder should tender Mount Bastion Shares to the Arrangement.
The Fairness Opinion is based upon a variety of factors. Accordingly, NBF believes that its analyses
must be considered as a whole. Selecting portions of its analyses or the factors considered by NBF,
without considering all factors and analyses together, could create a misleading view of the process
underlying the Fairness Opinion. The preparation of the Fairness Opinion is a complex process and is
not necessarily susceptible to partial analysis or summary description. Any attempt to do so could lead
to undue emphasis on any particular factor or analysis.
APPROACH TO FAIRNESS
In arriving at our opinion as to whether the Consideration to be received by holders of Mount Bastion
Shares pursuant to the Arrangement is fair from a financial point of view to the holders of Mount
Bastion Shares, NBF considered a number of factors including, but not limited to:
(i)

the price of Mount Bastion Shares, prior to giving effect to the Arrangement, based on
Mount Bastion internal management forecasts relative to trading multiples of selected
public companies involved in the Canadian oil and gas exploration and production industry;

(ii)

a comparison of selected financial multiples, to the extent publicly available, of selected
precedent transactions involving Canadian oil and gas exploration and production
companies and assets to the multiples implied by the Arrangement;

(iii)

a comparison of the share price implied by the consideration of the Arrangement to the
premiums implied by selected precedent transactions involving Canadian oil and gas
exploration and production public companies;

(iv)

the price of Surge Shares, prior to giving effect to the Arrangement, based on Surge equity
research analyst estimates relative to trading multiples of selected public companies
involved in the Canadian oil and gas exploration and production industry;
6
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(v)

the financial impact of the potential cost synergies that could be reasonably expected to
be realized by the pro forma company;

(vi)

the debt, production, cash flow, reserves and net asset value that each of Mount Bastion
and Surge would contribute to the combined entity relative to common share ownership
and capitalization after giving effect to the Arrangement;

(vii)

the liquidity of Surge Shares and pro forma Surge Shares; and

(viii)

other factors that NBF deemed necessary and appropriate in the circumstances.

CONCLUSION
Based upon and subject to the foregoing and such other matters as NBF considered relevant, NBF is of
the opinion that, as of the date hereof, the consideration to be received by Mount Bastion shareholders
pursuant to the Arrangement is fair, from a financial point of view, to the Mount Bastion shareholders.
Yours very truly,

NATIONAL BANK FINANCIAL INC.
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NOTICE TO READER
Unless the context indicates otherwise, capitalized terms which are used in this Appendix G and not otherwise
defined in this Appendix G have the meanings given to such terms under the heading "Glossary of Terms" in the
Information Circular.
The disclosure of reserves data and other oil and gas information with respect to the MBOG Assets contained in this
Appendix G is derived or extracted from the MBOG Original Reserve Report.
FORWARD-LOOKING STATEMENTS
Certain statements contained in this Appendix G constitute forward-looking statements and forward-looking
information (collectively referred to herein as "forward-looking statements") or financial outlooks within the
meaning of Applicable Securities Laws. Such forward-looking statements relate to future events or MBOG's future
performance. See "Forward-Looking Statements" in the Information Circular. Readers should also carefully
consider the matters and cautionary statements discussed under the heading "Risk Factors" in the Information
Circular, and under the heading "Risk Factors" in this Appendix G.
CORPORATE STRUCTURE
Name, Address and Incorporation
MBOG was incorporated under the ABCA as "Mount Bastion Oil & Gas Corp." on November 3, 2015. MBOG
filed Articles of Amendment on March 3, 2016 to create special shares of MBOG (the "MBOG Special Shares")
and filed Articles of Amendment on April 14, 2016 to create series 1 of the MBOG Special Shares.
MBOG has no subsidiaries.
The head office of MBOG is located at 1050, 605 - 5th Avenue S.W., Calgary Alberta T2P 3H5 and its registered
office is located at 1000, 250 – 2nd Street S.W., Calgary, Alberta T2P 0C1.
GENERAL DEVELOPMENT OF THE BUSINESS
Three Year History
MBOG commenced operations in April 2016 following the completion of its acquisition of light oil assets in the
Red Earth, Alberta area. Since that time, MBOG has built a financially sound company with a strong asset base and
an inventory of oil and gas development opportunities.
The following provides a summary of how MBOG's business has developed over the last three years.
Developments in 2016
On April 14, 2016, MBOG closed a private placement offering of 161,710,000 MBOG Shares at a price of $1.00 per
MBOG Share and 27,550,000 series 1 MBOG Special Shares at a price of $0.00001 per MBOG Special Share. Each
of the MBOG Special Shares were issued to affiliates of JOG Capital Corp. ("JOG") and were convertible at any time
until March 18, 2017, at the option of MBOG, into one MBOG Share at a conversion price of $1.00 per MBOG Share.
In connection with the private placement, MBOG entered into an investment agreement (the "JOG Investment
Agreement") with, among others, JOG, which granted JOG: (i) a first right of refusal to subscribe for up to 48% of
any subsequent offering of MBOG Shares or securities exchangeable for or convertible into, MBOG Shares (a
"Subsequent Issue"); (ii) a pre-emptive right to participate in any Subsequent Issue to maintain its then-current
shareholding percentage in MBOG; and (iii) the right to appoint a member to the MBOG Board.
On April 15, 2016, MBOG closed an acquisition of light oil assets in the Red Earth, Alberta area for a purchase price
of $142.0 million paid in cash. This acquisition had an effective date of January 1, 2016.
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On November 1, 2016, MBOG closed an additional acquisition of light oil assets and undeveloped land in the Red
Earth, Alberta area for a purchase price of $10.0 million paid in cash.
Developments in 2017
During 2017, MBOG drilled nine Slave Point horizontal development wells with six of the wells being completed
and placed on production during July 2017. The remaining three wells were completed and commenced production
in 2018.
On March 18, 2017, MBOG redeemed each outstanding series 1 MBOG Special Share for a purchase price of
$0.00001 per MBOG Special Share.
On September 26, 2017, MBOG closed an acquisition of light oil assets in the Red Earth, Alberta area for a purchase
price of $7.2 million (after adjustments) paid in cash. This acquisition had an effective date of May 1, 2017.
Developments in 2018
During 2018, MBOG drilled 10 wells and completed and equipped 12 wells, which were placed on production
during the first four months of 2018.
On February 1, 2018, MBOG closed an acquisition of light oil assets in the Red Earth, Alberta area for a purchase
price of $1.3 million (after adjustments) paid in cash. This acquisition had an effective date of October 1, 2017.
DESCRIPTION OF MBOG'S BUSINESS AND OPERATIONS
General
MBOG is a junior oil and natural gas exploration and production company, with operations focused in western
Alberta. Current production is approximately 5,500 Boe/d, comprised of 600 MMcf/d of natural gas and 5,400
Bbls/d of crude oil and NGLs. As of December 31, 2017, MBOG's assets also included proved plus probable
reserves of 31 MMboe and 167,536 net acres of undeveloped land.
Exploration and Development Strategy
MBOG maintains a balance between exploration, exploitation and development drilling for oil and gas reserves,
although management of MBOG also considers asset and corporate acquisition opportunities that meet MBOG's
business parameters. To achieve sustainable and profitable growth, MBOG controls the timing and costs of its
projects wherever possible. Accordingly, MBOG seeks to become the operator of its properties to the greatest extent
possible. Further, to minimize competition within its geographic areas of interest, MBOG strives to maximize its
working interest ownership in its properties where reasonably possible. The MBOG management team has industry
experience in producing areas in western Canada.
In reviewing potential drilling or acquisition opportunities, MBOG gives consideration to the following criteria:
•

risk capital to secure or evaluate the opportunity;

•

the potential return on the project, if successful;

•

the likelihood of success; and

•

risked return versus cost of capital.

MBOG's focus has been to build a balanced portfolio of high quality assets with capital spending focused on
delineating existing assets, new grassroots plays and strategic acquisitions.
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Ongoing Acquisitions and Disposition Activities
The MBOG Board may, in its discretion, approve asset or corporate acquisitions or investments that do not conform
to the strategy described above based upon its consideration of the qualitative aspects of the subject properties,
including risk profile, technical upside, reserve life, strategic importance and asset quality. See "Industry
Conditions" and Risk Factors" in this Appendix G.
Competition
MBOG operates in the oil and gas industry, which is highly competitive at all levels. MBOG competes with other
companies for all of its business inputs, including exploration and development prospects, access to commodity
markets, acquisition opportunities, available capital and staffing.
MBOG strives to be competitive by prudently managing its capital resources and building a portfolio of high-quality
drilling locations, with netbacks that allow MBOG to prosper even in challenging commodity price environments.
See "Industry Conditions" and "Risk Factors" in this Appendix G.
Environmental Policies
MBOG is committed to managing and operating in a safe, efficient, environmentally responsible manner in
association with its industry partners. To fulfill this commitment, MBOG's operating practices and procedures are
consistent with the requirements established for the oil and gas industry. MBOG supports and endorses the
Environmental Operating Procedures developed by the Canadian Association of Petroleum Producers. Key
environmental considerations include air quality and climate change, water conservation, spill management, waste
management plans, lease and right-of-way management, natural and historic resource protection, and liability
management (including site assessment and remediation). These practices and procedures apply to MBOG's
employees and MBOG monitors all activities and makes reasonable efforts to ensure that companies who provide
services to it will operate in a manner consistent with MBOG's policies.
MBOG believes that it meets all existing environmental standards and regulations and includes sufficient amounts in
its capital expenditure budget to continue to meet current environmental protection requirements. MBOG has
internal procedures designed to ensure that detailed due diligence reviews to assess environmental liabilities and
regulatory compliance are completed prior to proceeding with new acquisitions and developments.
MBOG's environmental management plan and operating guidelines focus on minimizing the environmental impact
of its operations while meeting regulatory requirements and corporate standards. MBOG's environmental program is
monitored by the MBOG Board and includes: at minimum an annual review of environmental performance; a
suspended well inspection program to support future development or eventual abandonment; appropriate
reclamation and decommissioning standards for wells and facilities ready for abandonment; an effective surface
reclamation program; a groundwater monitoring program; a spill prevention, response and clean-up program; a
fugitive emission survey and repair program; and an environmental liability assessment program.
MBOG expects to incur abandonment and reclamation costs as existing oil and gas properties are abandoned. In
2017, expenditures for normal compliance with environmental regulations as well as expenditures for above normal
compliance were not material. See "Industry Conditions" and "Risk Factors" in this Appendix G.
Seasonal Factors
The exploration for and development of oil and natural gas reserves is dependent on access to areas where
operations are to be conducted. Seasonal weather variations, including freeze-up and break-up, affect access in
certain circumstances. Unexpected adverse weather conditions, such as flooding or prolonged break-up, can have a
significant negative impact on operations and costs. See "Industry Conditions" and "Risk Factors" in this Appendix
G.
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Renegotiation or Termination of Contracts
Except as contemplated pursuant to the Arrangement, as of the date of the Information Circular, MBOG does not
anticipate that any aspect of its business will be materially affected in the remainder of 2018 by the renegotiation or
termination of contracts.
Personnel
As at December 31, 2017, MBOG had 19 head office employees and 1 field employee.
PRINCIPAL PROPERTIES
MBOG's principal oil and natural gas properties are focused in western Alberta. The following is a description of
MBOG's principal oil and natural gas properties as at December 31, 2017. Information in respect of current
production is average production, net to MBOG's working interest, except where otherwise indicated. Estimates of
reserves and future net revenue for individual properties may not reflect the same confidence level as estimates of
reserves and future net revenue for all properties, due to the effects of aggregation.
Sawn Lake
The Sawn Lake property located in western Alberta consists of an average working interest of approximately 97%
based on 64,000 gross (61,960 net) acres of undeveloped land with average production for the year ended December
31, 2017 of 2,345 Boe/d, 99% of which was from oil and NGLs. MBOG drilled 6 (5.25 net) wells in the area in
2017. As at December 31, 2017, the MBOG Original Reserve Report attributed proved plus probable reserves of
14,156 MBoe to this area, 13,910 MBbls of which was made up of oil and NGLs.
Red Earth
The Red Earth property located in western Alberta consists of an average working interest of approximately 92%
based on 84,726 gross (78,126 net) acres of undeveloped land with average production for the year ended December
31, 2017 of 675 Boe/d, 99% of which was from oil and NGLs. MBOG drilled 0 (0 net) wells in the area in 2017. As
at December 31, 2017, the MBOG Original Reserve Report attributed proved plus probable reserves of 7,917 MBoe
to this area, 7,682 MBbls of which was made up of oil and NGLs.
Evi-Otter
The Evi-Otter property located in western Alberta consists of an average working interest of approximately 86%
based on 32,000 gross (27,449 net) acres of undeveloped land with average production for the year ended December
31, 2017 of 1,448 Boe/d, 96% of which was from oil and NGLs. MBOG drilled 5 (5 net) wells in the area in 2017.
As at December 31, 2017, the MBOG Original Reserve Report attributed proved plus probable reserves of 9,020
MBoe to this area, 8,535 MBbls of which was made up of oil and NGLs.
DISCLOSURE OF RESERVES DATA AND OTHER OIL AND GAS INFORMATION
Oil and Gas Reserves
In accordance with NI 51-101, pursuant to the MBOG Original Reserve Report which is dated effective December
31, 2017 and was prepared as of February 28, 2018, Sproule evaluated effective December 31, 2017, all of MBOG's
oil, NGLs and natural gas reserves. The Report on Reserves Data By Independent Qualified Reserves Evaluator or
Auditor in Form 51-101F2 and the Report of Management and Directors On Oil and Gas Disclosure in Form 51101F3 are attached as Schedule C to this Appendix.
The tables below are a summary of the oil, NGLs and natural gas reserves and the net present value of future net
revenue attributable to the reserves of MBOG prior to the completion of the Arrangement, as evaluated in the
MBOG Original Reserve Report, based on forecast price and cost assumptions. The tables summarize the data
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contained in the MBOG Original Reserve Report and, as a result, may contain slightly different numbers than such
MBOG Original Reserve Report due to rounding. Also due to rounding, certain columns may not add exactly.
All of MBOG's reserves are located in Canada, specifically, in the province of Alberta.
The net present value of future net revenue attributable to reserves is stated without provision for interest costs and
general and administrative costs, but after providing for estimated royalties, production costs, development costs,
other income, future capital expenditures and well abandonment and reclamation costs. It should not be assumed
that the undiscounted or discounted net present value of future net revenue attributable to reserves estimated by
Sproule represent the fair market value of those reserves. Other assumptions and qualifications relating to costs,
prices for future production and other matters are summarized herein. The recovery and reserve estimates of oil,
NGLs and natural gas reserves provided herein are estimates only. Actual reserves may be greater than or less than
the estimates provided.
MBOG's estimates of the after income tax value of future net revenue have been prepared based on before income
tax reserves information and include assumptions and estimates of MBOG's tax pools and the sequences of claims
and rates of claim thereon. The values shown may not be representative of future income tax obligations, applicable
tax horizons or after tax valuations. The after tax net present value of MBOG's oil and gas properties reflects the tax
burden of MBOG's properties on a stand‐alone basis. It does not provide an estimate of the value of MBOG as a
business entity, which may be significantly different. The MBOG Financial Statements should be consulted for
additional information regarding MBOG's taxes.
The MBOG Original Reserve Report is based on certain factual data supplied by MBOG and Sproule's opinion of
reasonable practice in the industry. The extent and character of ownership and all factual data pertaining to
petroleum properties and contracts (except for certain information residing in the public domain) were supplied by
MBOG to Sproule. Sproule accepted this data as presented and neither title searches nor field inspections were
conducted.
Reserves Data (Forecast Prices and Costs)
SUMMARY OF OIL AND NATURAL GAS RESERVES
AND NET PRESENT VALUES OF FUTURE NET REVENUE
AS OF DECEMBER 31, 2017
FORECAST PRICES AND COSTS
RESERVES
LIGHT AND
MEDIUM CRUDE OIL

HEAVY
CRUDE OIL

CONVENTIONAL
NATURAL GAS(1)

Gross
Net
Gross
Net
Gross
Net
(MBbls)
(MBbls)
(MBbls) (MBbls)
(MMcf)
(MMcf)
RESERVES CATEGORY
PROVED:
Developed Producing
10,496.7
9,287.6
2,032
1,635
Developed Non-Producing
570.0
524.6
130
121
Undeveloped
7,415.5
1,639
1,543
8,128.9
TOTAL PROVED
19,195.6
17,227.6
3,800
3,298
PROBABLE
8,519.6
1,999
1,827
9,924.7
TOTAL PROVED PLUS
29,120.3
25,747.2
5,799
5,125
PROBABLE
Note:
(1)
MBOG only produces and has reserves related to solution gas which is a by-product of its light oil production.

NATURAL GAS
LIQUIDS
Gross
(MBbls)

Net
(MBbls)

372.3
19.5
222.8
614.6
391.0
1,005.6

276.9
15.9
196.4
489.2
320.4
809.6
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RESERVES CATEGORY
PROVED:
Developed Producing
Developed Non-Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

RESERVES CATEGORY
PROVED:
Developed Producing
Developed Non-Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

0%
($000s)
376,574
23,561
232,971
633,107
423,567
1,056,674

NET PRESENT VALUES OF FUTURE NET REVENUE
BEFORE INCOME TAX EXPENSES DISCOUNTED AT (%/year)
Unit Value Before
Income Tax
Discounted at
10% per Year
5%
10%
15%
20%
($/Boe)
($000s)
($000s)
($000s)
($000s)
306,802
19,460
162,549
488,811
290,979
779,790

255,995
16,565
115,244
387,803
211,733
599,536

219,154
14,465
82,975
316,594
162,036
478,630

191,821
12,892
60,333
265,045
128,911
393,957

26.02
29.55
14.65
21.23
23.15
21.87

NET PRESENT VALUES OF FUTURE NET REVENUE
AFTER INCOME TAX EXPENSES DISCOUNTED AT (%/year)
0%
5%
10%
15%
20%
($000s)
($000s)
($000s)
($000s)
($000s)
309,146
17,144
167,547
493,837
309,271
803,108

253,402
14,156
113,333
380,891
211,151
592,043

212,057
12,024
76,335
300,416
151,607
452,023

181,904
10,472
51,043
243,419
114,219
357,637

159,490
9,307
33,371
202,169
89,364
291,533

TOTAL FUTURE NET REVENUE
(UNDISCOUNTED)
AS OF DECEMBER 31, 2017
FORECAST PRICES AND COSTS

RESERVES
CATEGORY
Total Proved
Total Proved Plus
Probable

REVENUE
($000s)
1,600,097
2,490,925

FUTURE
NET
REVENUE
FUTURE NET
AFTER
ABANDONMENT REVENUE
INCOME
INCOME
BEFORE
AND
TAX
TAX
OPERATING DEVELOPMENT RECLAMATION INCOME TAX
EXPENSES EXPENSES EXPENSES
COSTS
COSTS
COSTS
ROYALTIES
($000s)
($000s)
($000s)
($000s)
($000s)
($000s)
($000s)
163,045
555,522
200,737
47,686
633,107
139,270
493,837
287,839
797,577
291,061
57,775
1,056,674
253,566
803,108
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FUTURE NET REVENUE
BY PRODUCTION GROUP
AS OF DECEMBER 31, 2017
FORECAST PRICES AND COSTS

RESERVES
CATEGORY

PRODUCTION GROUP

FUTURE NET REVENUE
BEFORE INCOME TAX
EXPENSES (discounted at
10%/year)
($000s)

Proved

Light and Medium Crude Oil (1)
Heavy Oil
Conventional Natural Gas
Total

387,803
387,803

Proved plus Probable

Light and Medium Crude Oil (1)
Heavy Oil
Conventional Natural Gas
Total

599,536
599,536

Note:
(1)

UNIT VALUE
($/Bbl or $/Mcf)
21.23
-

21.87

Including solution gas and other by-products.

Pricing Assumptions – Forecast Prices and Costs
Sproule employed the following pricing, exchange rate and inflation rate assumptions as of December 31, 2017 in
the MBOG Original Reserve Report in estimating reserves data using forecast prices and costs.
PRICING AND INFLATION RATE ASSUMPTIONS
FORECAST PRICES AND COSTS

YEAR
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028

MEDIUM AND LIGHT CRUDE OIL
Hardisty
Heavy
WTI Cushing Edmonton Par
Oklahoma
12° API
Price
40° API
($Cdn/
40° API
($US/Bbl)
Bbl)
($/Bbl)
55.00
65.00
70.00
73.00
74.46
75.95
77.47
79.02
80.60
82.21
83.85

65.44
45.81
74.51
54.39
78.24
59.46
82.45
62.66
84.10
63.91
85.78
65.19
87.49
66.50
89.24
67.82
91.03
69.18
92.85
70.57
94.71
71.98
Escalated at 2% per year thereafter

NATURAL
GAS

NATURAL GAS LIQUIDS

AECO Gas
Price
($/MMBtu)

Edmonton
Propane
($Cdn/Bbl)

Edmonton
Butane
($Cdn/Bbl)

Inflatio
n Rate

Exchange
Rate
($US/$Cdn)

2.85
3.11
3.65
3.80
3.95
4.05
4.15
4.25
4.36
4.46
4.57

26.06
32.84
35.41
37.85
39.29
40.25
41.23
42.23
43.26
44.3
45.36

48.73
55.49
57.65
60.12
61.32
62.55
63.8
65.07
66.37
67.7
69.06

0%
2%
2%
2%
2%
2%
2%
2%
2%
2%
2%

0.79
0.82
0.85
0.85
0.85
0.85
0.85
0.85
0.85
0.85
0.85

Weighted average historical prices realized by MBOG for the year ended December 31, 2017, excluding price risk
management activities, were $2.38/Mcf for natural gas, $62.90/Bbl for light and medium crude oil, and $33.05/Bbl
for NGLs.
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Reconciliation of Changes in Reserves
The following tables set forth a reconciliation of the gross reserves of MBOG as at December 31, 2017, derived
from the MBOG Original Reserve Report using forecast prices and cost estimates, reconciled to the gross reserves
of MBOG as at December 31, 2016.
RECONCILIATION OF
GROSS RESERVES
BY PRODUCT TYPE
FORECAST PRICES AND COSTS
LIGHT AND MEDIUM CRUDE OIL
Proved Plus
Proved
Probable
Probable
(MBbls)
(MBbls)
(MBbls)
15,703.4
6,257.3
21,960.7
1,924.1
2,718.8
4,642.9
1,151.0
(464.1)
686.9
1,387.3
759.2
2,146.5
18.2
14.3
32.5
556.5
639.2
1,195.7
(1,544.9)
0.0
(1,544.9)
19,195.6
9,924.7
29,120.3

December 31, 2016
Extensions
Improved Recovery
Technical Revisions
Discoveries
Acquisitions
Dispositions
Economic Factors
Infill Drilling
Production
December 31, 2017

CONVENTIONAL NATURAL GAS
Proved Plus
Probable
Probable
Proved
(MMcf)
(MMcf)
(MMcf)
2,450
991
3,441
310
446
756
916
296
1,212
0
0
0
226
152
378
0
0
0
1
3
5
101
112
213
(204)
0
(204)
3,800
1,999
5,799

December 31, 2016
Extensions
Improved Recovery
Technical Revisions
Discoveries
Acquisitions
Dispositions
Economic Factors
Infill Drilling
Production
December 31, 2017

HEAVY CRUDE OIL
Proved
(MBbls)
-

Probable
(MBbls)
-

Proved Plus
Probable
(MBbls)
-

NATURAL GAS LIQUIDS
Proved Plus
Probable
Proved
Probable
(MBbls)
(MBbls)
(MBbls)
579.7
254.2
833.9
62.6
142.1
204.7
(3.0)
(44.0)
(47.0)
0.0
0.0
0.0
12.8
9.1
21.9
0.0
0.0
0.0
0.5
0.7
1.2
13.6
28.9
42.5
(51.6)
0.0
(51.6)
614.6
391.0
1,005.6

ADDITIONAL INFORMATION RELATING TO RESERVES DATA
Undeveloped Reserves
Undeveloped reserves are attributed by Sproule in accordance with standards and procedures contained in the COGE
Handbook. Proved undeveloped reserves are those reserves that can be estimated with a high degree of certainty and
are expected to be recovered from known accumulations where a significant expenditure is required to render them
capable of production. Probable undeveloped reserves are those reserves that are less certain to be recovered than
proved reserves and are expected to be recovered from known accumulations where a significant expenditure is
required to render them capable of production.
All of MBOG's proved undeveloped reserves are in its core areas where it is actively spending capital to develop
those properties. As such, MBOG expects that the large majority of its booked undeveloped projects will be
completed within a two year time frame and that substantially all of its currently booked undeveloped projects will
be completed within a five year time frame. For more information, see "Future Development Costs" below. There
are a number of factors that could result in delayed or cancelled development, including the following: (i) changing
economic conditions (due to pricing, operating and capital expenditure fluctuations); (ii) changing technical
conditions (including production anomalies, such as water breakthrough or accelerated depletion); (iii) multi-zone
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developments (for instance, a prospective formation completion may be delayed until the initial completion is no
longer economic); (iv) a larger development program may need to be spread out over several years to optimize
capital allocation and facility utilization; and (v) surface access issues (including those relating to land owners,
weather conditions and regulatory approvals). For more information, see "Risk Factors" below.
Proved Undeveloped Reserves
The following table discloses, for each product type, the volumes of proved undeveloped reserves that were
attributed in each of the most recent three financial years.

Year

2015
2016
2017

Light and Medium
Crude Oil
(MBbls)
First
Cumulative
Attributed
at Year End
6,072.3
2,663.0

6,072.3
8,128.9

Heavy Crude Oil
(MBbls)
First
Cumulative
Attributed
at Year End
-

-

Conventional
Natural Gas
(MMcf)
First
Cumulative
Attributed
at Year End
928.0
475.0

928.0
1,639.0

Natural Gas Liquids
(MBbls)
First
Cumulative
Attributed
at Year End
194.3
73.0

194.3
222.8

Proved undeveloped reserves have been assigned in areas where the reserves can be estimated with a high degree of
certainty. In most instances, proved undeveloped reserves will be assigned on lands immediately offsetting existing
producing wells within the same accumulation or pool. Sproule has assigned 8.6 MMboe of proved undeveloped
reserves in the MBOG Original Reserve Report with $198.2 million of associated undiscounted capital, of which
$111.9 million is forecast to be spent in the first two years.
Probable Undeveloped Reserves
The following table discloses, for each product type, the volumes of probable undeveloped reserves that were first
attributed in each of the most recent three financial years.

Year

2015
2016
2017

Light and Medium
Crude Oil
(MBbls)
First
Cumulative
Attributed
at Year End
3,835.3
3,759.0

3,835.3
6,734.0

Heavy Crude Oil
(MBbls)
First
Cumulative
Attributed
at Year End
-

-

Conventional
Natural Gas
(MMcf)
First
Cumulative
Attributed
at Year End
617.0
662.0

617.0
1,375.0

Natural Gas Liquids
(MBbls)
First
Cumulative
Attributed
at Year End
158.5
176.0

158.5
278.1

Probable undeveloped reserves have been assigned in areas where the reserves can be estimated with less certainty.
It is equally likely that the actual remaining quantities recovered will be greater or less than the proved plus probable
reserves. In most instances probable undeveloped reserves have been assigned on lands in the area with existing
producing wells but there is some uncertainty as to whether they are directly analogous to the producing
accumulation or pool. Sproule has assigned 7.2 MMboe of probable undeveloped reserves in the MBOG Original
Reserve Report. Sproule assigned $93.7 million of associated undiscounted capital in the probable undeveloped
category, of which $54.5 million is forecast to be spent in the first two years.
Significant Factors or Uncertainties Affecting Reserves Data
Changes in future commodity prices relative to the forecasts provided under "Pricing Assumptions" above could
have a negative impact on MBOG reserves and in particular the development of MBOG undeveloped reserves
unless future development costs are adjusted in parallel. MBOG reserves can also be affected significantly by
fluctuations in capital expenditures, operating costs, royalty regimes, abandonment and reclamation costs and well
performance that are beyond MBOG's control. See "Risk Factors" below.
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Abandonment and Reclamation Costs
In connection with MBOG's operations, MBOG will incur abandonment and reclamation costs for surface leases,
wells and facilities. MBOG's overall abandonment and reclamation costs include all costs associated with the
process of restoring a property that has been disturbed by oil and gas activities to the standard imposed by the
applicable government or regulatory authorities. These costs were estimated using both AER Directive 011 liability
cost information and MBOG's experience conducting abandonment and reclamation programs. MBOG reviews
suspended or standing wells for reactivation, recompletion or sale and conduct systematic abandonment programs
for those wells that do not meet its criteria. A portion of MBOG's liability issues are retired every year and facilities
are decommissioned when all the wells producing to them have been abandoned. All of MBOG's liability reduction
programs take into account seasonal access, high priority and stakeholder issues, and opportunities for multilocation programs to reduce costs. There are no unusually significant abandonment and reclamation costs associated
with MBOG's properties with attributed reserves.
Sproule included well abandonment and reclamation costs for 358 net (436 gross) wells and locations under the
proved reserves category of $47.7 million undiscounted ($7.2 million discounted at 10%) in the MBOG Original
Reserve Report, none of which is expected to be incurred from 2018 to 2023. Sproule included well abandonment
and reclamation costs for 401 net (487 gross) wells and locations under the total proved plus probable reserves
category of $57.8 million undiscounted ($6.2 million discounted at 10%) in the MBOG Original Reserve Report,
none of which is expected to be incurred from 2018 to 2023.
The above well abandonment and reclamation costs from the MBOG Original Reserve Report include $13.0 million
undiscounted ($1.1 million discounted at 10%) for 84 net (96 gross) future proved development locations and $19.8
million undiscounted ($1.3 million discounted at 10%) for 122 net (140 gross) future proved plus probable
development locations.
The future net revenues disclosed in this Appendix G are based on the MBOG Original Reserve Report do not
contain an allowance for salvage, abandonment and reclamation costs for surface leases and facilities nor do they
include abandonment and disconnect cost for wells to which reserves were not assigned (i.e. shut-in, suspended,
injection and/or service wells).
MBOG estimates an additional $47 million of undiscounted abandonment and reclamation costs for wells and
facilities not included in the MBOG Original Reserve Report. MBOG will be liable for MBOG's share of ongoing
environmental obligations and for the ultimate reclamation of the properties held by it upon abandonment. Ongoing
environmental obligations are expected to be funded out of funds flow.
Future Development Costs
The table below sets out the total development costs deducted in the estimation in the MBOG Original Reserve
Report of future net revenue attributable to proved reserves and proved plus probable reserves (using forecast prices
and costs).

Year
2018
2019
2020
2021
2022
Remaining
TOTAL UNDISCOUNTED

FORECAST PRICES AND COSTS
Proved Reserves
Proved Plus Probable Reserves
($000s)
($000s)
67,150.8
47,297.2
45,254.4
41,034.8
200,737.2

91,339.9
75,013.3
65,104.0
59,603.3
291,060.5

MBOG expects to fund the development costs of its reserves through a combination of internally generated cash
flow, debt and equity issuances. There can be no guarantee that funds will be available or that the MBOG Board will
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allocate funding to develop all of the reserves attributed in the MBOG Original Reserve Report. Failure to develop
those reserves could have a negative impact on MBOG's future cash flow.
Interest or other costs of external funding are not included in MBOG's reserves and future net revenue estimates and
would reduce reserves and future net revenue to some degree depending upon the funding sources utilized. The cost
of the debt component for funding future development costs is expected to be minimal and to not materially impact
the disclosed reserves or future net revenue.
OTHER OIL AND NATURAL GAS INFORMATION
Oil and Natural Gas Wells
The following table summarizes, as at December 31, 2017, MBOG's interests in producing wells and in nonproducing wells along with its interests in unproved properties (as defined by NI 51-101).

Oil
Alberta

Gross
357

Producing Wells
Natural Gas
Net
Gross
Net
276
0
0

Oil
Gross
293

Non-Producing Wells
Natural Gas
Net
Gross
Net
249
23
19

Unproved Properties
(acres)
Gross
Net
0
0

No rights to explore, develop and exploit MBOG's unproved property land holdings would expire by December 31,
2018 if not continued. MBOG has no material work commitments on such properties and where it determines
prudent to do so, MBOG can extend expiring leases by either making the necessary applications to extend or
performing the necessary work.
Significant Factors or Uncertainties Relevant to Properties with no Attributed Reserves
MBOG does not anticipate any significant economic factors or significant uncertainties will affect any particular
components of its properties with no attributed reserves. However, MBOG's decision to develop its properties with
no attributed reserves can be affected significantly by fluctuations in product pricing, capital expenditures, operating
costs and royalty regimes, all of which are beyond its control. There are no unusually significant abandonment and
reclamation costs with MBOG's properties with no attributed reserves. See "Additional Information Relating to
Reserves Data – Significant Factors and Uncertainties Affecting Reserves Data – Abandonment and Reclamation
Costs" and "Risk Factors".
Forward Contracts
MBOG is exposed to market risks resulting from fluctuations in commodity prices, foreign exchange rates and
interest rates in the normal course of operations. A variety of derivative instruments may be used by MBOG from
time to time to reduce MBOG's exposure to fluctuations in commodity prices and foreign exchange rates. MBOG is
exposed to losses in the event of default by the counterparties to such derivative instruments. MBOG manages this
risk by diversifying MBOG's derivative portfolio amongst a number of financially sound counterparties.
MBOG may use certain financial instruments to hedge exposure to commodity price fluctuations on a portion of its
crude oil and natural gas production. The MBOG Board has approved a price risk management limit of up to 50% of
the forecast production, net of royalties, using fixed price swaps, costless collars and option contracts. See note 10 to
the MBOG Interim Financial Statements for a summary of commodity contracts outstanding as at June 30, 2018 and
"Risk Factors".
Tax Horizon
Based on Sproule's production forecasts, planned capital expenditures and the forecast commodity pricing employed
in the MBOG Original Reserve Report, MBOG estimates that it will be required to pay current income taxes during
the year ended December 31, 2018.
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Costs Incurred
The following table summarizes the costs incurred related to MBOG's activities for the year ended December 31,
2017.
Year Ended
December 31, 2017
($000s)

Expenditure
Property acquisition costs – unproved properties
Property acquisition costs – proved properties
Corporate acquisition costs
Exploration cost
Development costs
Other
Total

8,046
939
44,596
172
53,753

Exploration and Development Activity
The following table sets forth the gross and net development wells drilled by MBOG during the year ended
December 31, 2017. All wells were drilled in Canada. No exploration wells were drilled by MBOG in 2017.
DEVELOPMENT WELLS
Gross
Net
Light and Medium Crude Oil
Natural Gas
Service
Stratigraphic Test
Dry
TOTAL

11
11

10.25
10.25

In the event that the Arrangement does not become effective, MBOG plans to continue to develop its Alberta oil
properties, and will continue to focus on development with a balanced exposure to exploration wells.
Production Estimates
The following table discloses for each product type the total volume of production estimated by Sproule in the
MBOG Original Reserve Report for 2018 in the estimates of future net revenue from gross proved and gross proved
plus probable reserves disclosed above.
Light and
Medium
Crude Oil
(Bbls/d)
PROVED
Alberta
TOTAL PROVED
PROVED PLUS PROBABLE
Alberta
TOTAL PROVED PLUS
PROBABLE

NGLs
(Bbls/d)

Conventional
Natural Gas
(Mcf/d)

Heavy Oil
(Bbls/d)

Total Oil
Equivalent
(Boe/d)

5,981
5,981

219
219

1,109
1,109

-

6,384
6,384

7,237
7,237

273
273

1,313
1,313

-

7,728
7,728
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Production Volume by Field
The following table indicates the average daily net production from MBOG's major fields for the year ended
December 31, 2017.

Alberta
Sawn Lake
Red Earth
Evi-Otter
TOTAL

Light and
Medium
Crude Oil
(Bbls/d)

NGLs
(Bbls/d)

2,226
661
1,346
4,233

101
4
37
141

Conventional
Natural Gas
(Mcf/d)

Heavy Oil
(Bbls/d)

104
59
397
560

Total Oil
Equivalent
(Boe/d)

-

2,345
675
1,448
4,467

Percentage
(%)
52%
15%
32%
100%

Production History
The following table discloses, on a quarterly basis for the year ended December 31, 2017, certain information in
respect of production, product prices received, royalties paid, operating expenses and netback attributable to
MBOG's assets.

Mar 31

Quarter Ended 2017
June 30
Sept 30

Year Ended
Dec. 31, 2017

Dec 31

Average Daily Production
Light and Medium Crude Oil (Bbls/d)
Heavy Oil (Bbls/d)
Natural Gas Liquids (Bbls/d)
Conventional Natural Gas (MMcf/d)
Combined (Boe/d)

3,915
0.00
171
569
4,181

3,853
0.00
163
625
4,120

4,405
0.00
122
618
4,630

4,746
0.00
111
431
4,929

4,233
0.00
141
560
4,467

Average Net Production Prices
Received(1)
Light and Medium Crude Oil ($/Bbl)
Heavy Oil ($/Bbl)
Natural Gas Liquids ($/Bbl)
Conventional Natural Gas ($/Mcf)
Combined ($/Boe)

59.38
0.00
26.79
(0.04)
57.02

57.63
0.00
22.15
0.12
55.14

51.71
0.00
24.83
(0.61)
50.03

63.44
0.00
33.83
(0.86)
62.00

58.12
0.00
26.53
(0.31)
56.15

Royalties Paid
Light and Medium Crude Oil ($/Bbl)
Heavy Oil ($/Bbl)
Natural Gas Liquids ($/Bbl)
Conventional Natural Gas ($/Mcf)
Combined ($/Boe)

10.62
0.00
(18.84)
0.00
9.18

11.50
0.00
3.00
0.00
10.75

6.65
0.00
0.00
0.00
6.65

7.24
0.00
0.00
0.00
7.24

8.98
0.00
(5.23)
0.00
8.34

Production Costs(2)
Light and Medium Crude Oil ($/Bbl)
Heavy Oil ($/Bbl)
Natural Gas Liquids ($/Bbl)
Conventional Natural Gas ($/Mcf)
Combined ($/Boe)

19.31
0.00
11.85
0.00
18.64

13.02
0.00
8.25
0.00
12.56

17.26
0.00
16.71
0.00
16.93

19.78
0.00
22.67
0.00
19.64

17.48
0.00
14.06
0.00
17.07

27.80
0.00
8.12
(0.61)
26.45

36.42
0.00
11.16
(0.86)
35.12

31.67
0.00
17.69
(0.31)
30.73

Netback Received
Light and Medium Crude Oil ($/Bbl)
29.45
33.11
Heavy Oil ($/Bbl)
0.00
0.00
Natural Gas Liquids ($/Bbl)
33.78
10.90
Conventional Natural Gas ($/Mcf)
(0.04)
0.12
Combined ($/Boe)
29.20
31.83
Notes:
(1)
Net of transportation expenses.
(2)
Allocation between oil, natural gas and natural gas liquids estimated.
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SELECTED FINANCIAL INFORMATION
Financial Information
The following is a summary of certain selected financial and production information for MBOG for the periods
indicated. The following information should be read in conjunction with the MBOG Financial Statements attached
as Schedule A to this Appendix G.
Three Months Ended June
30
2017
2018
(unaudited)
(unaudited)

Six Months Ended
June 30
2018
2017
(unaudited)
(unaudited)

43,394
21,092
0.13
0.12
6,174

22,356
11,152
0.07
0.07
2,931

75,844
33,764
0.21
0.19
5,557

45,515
21,050
0.13
0.13
6,133

99,364
45,322
0.28
0.27
5,037

Per share (basic)

0.04

0.02

0.03

0.04

0.03

Per share (diluted)

0.04

0.02

0.03

0.04

0.03

Capital expenditures
Cashflow netback ($/Boe)(1)
Net debt

5,774
38.07
-

5,289
29.75
-

47,038
33.30
-

23,825
28.03
-

53,753
27.80
-

($thousands, except per share amounts)
Petroleum and natural gas revenue
Funds from operations(1)
Per share (basic)
Per share (diluted)
Net income (loss)

Year Ended December 31,
2017

2016

59,262
22,015
0.19
0.19
5,787
0.05
0.05
161,364
20.42
-

Note:
(1)

Management of MBOG uses adjusted funds from operations (cash flow from operating activities before changes in
non-cash working capital and decommissioning expenditures) and cash flow netback (adjusted funds from operations
expressed on a per boe basis) to analyze operating performance and does not have standardized meaning prescribed by
IFRS and, therefore may not be comparable with the calculation of similar measures of other entities. See "Non-GAAP
Financial Measures" in the Information Circular for further details.

Financial Statements
The audited comparative financial statements of MBOG as at and for the years ended December 31, 2017 and 2016,
together with the notes thereto and the auditors' report thereon and the interim unaudited financial statements of
MBOG as at June 30, 2018 and for the three and six month periods ended June 30, 2018 and 2017, together with the
notes thereto and related management's discussion and analysis are set forth in Schedule A to this Appendix G.
Dividend Policy
MBOG has not declared or paid any dividends on the MBOG Shares since its incorporation. Any future decision to
pay dividends on the MBOG Shares will be made by the MBOG Board on the basis of MBOG's earnings, financial
requirements and other conditions existing at such time. It is not intended that dividends will be paid in the
foreseeable future.
DESCRIPTION OF CAPITAL STRUCTURE
MBOG Shares
MBOG is authorized to issue an unlimited number of MBOG Shares. As of the date of the Information Circular,
162,740,000 MBOG Shares were issued and outstanding. The holders of the MBOG Shares are entitled to receive
notice of and attend any meeting of the MBOG Shareholders and are entitled to one vote for each MBOG Share held
(except at meetings where only the holders of another class of shares are entitled to vote). Subject to the rights
attached to any other class of shares, the holders of the MBOG Shares are entitled to receive dividends, if, as and
when declared by the MBOG Board and are entitled to receive the remaining property upon liquidation of the
Corporation.
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MBOG Preferred Shares
MBOG is authorized to issue an unlimited number of preferred shares ("MBOG Preferred Shares"), issuable in
series. As of the date of the Information Circular, no MBOG Preferred Shares were issued and outstanding. The
MBOG Preferred Shares may be issued from time to time in one or more series, each series consisting of a number
of MBOG Preferred Shares as determined by the MBOG Board, who may fix the designations, rights, privileges,
restrictions and conditions attaching to the shares of each series of MBOG Preferred Shares. The MBOG Preferred
Shares of each series shall, with respect to dividends, liquidation, dissolution or winding-up of the Corporation,
whether voluntary or involuntary, or any other distribution of the assets of the Corporation among its Shareholders
for the purpose of winding up its affairs, shall be entitled to preference over the MBOG Shares and the shares of any
other class ranking junior to the MBOG Preferred Shares. The MBOG Preferred Shares of any series may also be
given such other preferences and priorities over the MBOG Shares and any other shares of the Corporation ranking
junior to such series of MBOG Preferred Shares.
MBOG Special Shares
MBOG is authorized to issue an unlimited number of MBOG Special Shares, issuable in series. As of the date of the
Information Circular, no MBOG Special Shares were issued and outstanding. The MBOG Special Shares may from
time to time be issued in one or more series, and the MBOG Board may fix from time to time before such issue the
number of MBOG Special Shares which is to comprise each series and the designation, rights, privileges,
restrictions and conditions attaching to each series of MBOG Special Shares including, without limiting the
generality of the foregoing, the terms and conditions of redemption, purchase and conversion if any, and any sinking
fund or other provisions. The MBOG Special Shares of any series may be given such preferences, not inconsistent
with the Articles of MBOG, over the MBOG Shares, the MBOG Preferred Shares and any other such MBOG
Special Shares as may be fixed in accordance with the Articles of MBOG.
MBOG Options
As of the date of the Information Circular, MBOG had 15,321,936 MBOG Options outstanding with exercise prices
ranging between $1.00 to $1.50 per MBOG Share. See "Equity Compensation Arrangements – Option Plan" for a
description of the MBOG Options.
MBOG Warrants
As of the date of the Information Circular, MBOG had 30,557,226 MBOG Warrants outstanding with exercise
prices of $1.40, $1.65, $1.90, $2.25 and $2.50 per MBOG Share. See "Equity Compensation Arrangements –
MBOG Warrants" for a description of the MBOG Warrants.
MBOG Credit Facility
The MBOG Credit Facility is a $30 million credit facility comprised of a $10 million non-syndicated operating
facility and a $20 million syndicated extendible revolving facility. Repayments of principal are not required
provided that the borrowings under the MBOG Credit Facility do not exceed the authorized borrowing amount and
MBOG is in compliance with all covenants, representations and warranties. The MBOG Credit Facility is secured
by a general security agreement and a first floating charge debenture in the amount of $200 million covering all the
MBOG's assets. The authorized borrowing base is subject to interim and annual reviews by the financial institutions.
The annual renewal occurred in May 2018 with the interim borrowing to occur by October 2018. As of the date of
the Information Circular, no amount is outstanding under the MBOG Credit Facility.
CONSOLIDATED CAPITALIZATION
The following table sets forth MBOG's capitalization as of June 30, 2018. The table should be read in conjunction
with the MBOG Financial Statements attached as Schedule A to this Appendix G. There have not been any material
changes in the share and loan capital of MBOG since June 30, 2018.
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Designation

Authorized

Outstanding as at June 30, 2018

MBOG Shares(1)
Unlimited
162,740,000
MBOG Preferred Shares
Unlimited
Nil
MBOG Special Shares
Unlimited
Nil
$30,000,000
Nil
MBOG Credit Facility(2)
Notes:
(1)
Does not include 15,321,936 MBOG Options at a weighted average exercise price of $1.03 and 30,557,226 MBOG Warrants at a
weighted average price of $1.95 outstanding as of the date of the Information Circular. All of the MBOG Options and MBOG
Warrants will vest in connection with the Arrangement. See "Equity Compensation Arrangements" in this Appendix G.
(2)
See "Description of Capital Structure – MBOG Credit Facility" for a description of the MBOG Credit Facility.

EQUITY COMPENSATION ARRANGEMENTS
Option Plan
MBOG has adopted the MBOG Option Plan pursuant to which MBOG Options may be granted to the directors,
officers and employees of, and certain other persons providing services on an ongoing basis (collectively, the
"Optionees") to MBOG.
Purpose
The purpose of the MBOG Option Plan is to align the interest of the Optionees in the growth and development of
MBOG by providing them the opportunity through MBOG Options to acquire a proprietary interest in MBOG.
MBOG Options granted pursuant to the MBOG Option Plan have a maximum term of five years and vest as
determined by the MBOG Board although MBOG Options are typically granted for a term of five years and vest
over a three year period from the date grant.
MBOG Shares Subject to the MBOG Option Plan
The total number of MBOG Shares reserved for issuance pursuant to the MBOG Options granted and outstanding
under the MBOG Option Plan at any time shall not exceed a number of MBOG Shares equal to 10% of the
aggregate number of issued and outstanding MBOG Shares at the time of granting. This prescribed maximum may
be subsequently increased to any other specified amount, provided the change is authorized by a vote of the MBOG
Shareholders.
Exercise Price
The exercise price of the MBOG Options is determined by the MBOG Board at the time of grant.
Transferability
MBOG Options are not transferable or assignable and the holding of MBOG Options shall not entitle the holder to
any rights as a securityholder of MBOG.
Change of Control
In the event of a Change of Control (as defined below) is contemplated or has occurred, all MBOG Options which
have not otherwise vested in accordance with their terms shall vest and be exercisable at such time as is determined
by the MBOG Board for a period of time ending on the earlier of the expiry time of the MBOG Option and the 30th
day following the Change of Control.
In the event of a Change of Control, MBOG shall have the option to satisfy any obligations to the Optionees in
respect of any MBOG Options exercised by the Optionees (the "Cashless Exercise Right") by: (i) paying the
Optionees a cash payment equal to the difference between (the "Cash Payment"); or (ii) issuing such number of
MBOG Shares to the Optionees that is equal in value to the difference between: (a) the market price as determined
by the MBOG Board; and (b) the exercise price of the MBOG Option. Optionees are entitled to the Cashless

G-19
Exercise Right in respect of all or a portion of unexercised MBOG Options which they are entitled to exercise.
Upon issuance as aforesaid, such MBOG Options shall terminate and be at an end and the Optionees shall cease to
have any further rights in respect thereof.
For the purposes of the MBOG Option Plan and the MBOG Warrants, "Change of Control" means any of the
following: (i) the sale, lease, licence or exchange by MBOG of all of the assets of MBOG or substantially all of the
assets of MBOG; (ii) the acquisition by any person (whether from MBOG or from any other person) of MBOG
Shares or other securities of MBOG having rights of purchase, conversion or exchange into MBOG Shares which
together with securities of MBOG held by such person, together with persons acting jointly or in concert (as those
terms are defined by the Securities Act) with such person, exceeds 51% of the issued and outstanding MBOG
Shares, (assuming, for either test, the purchase, conversion or exchange of such other securities, whether then
purchasable, convertible or exchangeable or not, into the highest number of MBOG Shares, such person or persons
would be entitled to); (iii) the amalgamation, arrangement or merger of MBOG with or into any one or more other
corporations (other than: (a) an amalgamation, arrangement or merger of MBOG with or into a subsidiary (as such
term is defined in the ABCA) of MBOG; or (b) an amalgamation, arrangement or merger of MBOG unanimously
recommended by the MBOG Board provided that the former holders of MBOG Shares receive, in the aggregate and
in their capacities as such, shares of the amalgamated, arranged or merged corporation having attached thereto not
less than 51% of the votes attached to all shares of such amalgamated or merged corporation); (iv) the election at a
meeting of MBOG Shareholders of that number of persons which would represent a majority of the MBOG Board
as directors of MBOG, who are not included in the slate for election as directors proposed to MBOG Shareholders
by management of MBOG; (v) the completion of any transaction or the first of a series of transactions which would
have the same or similar effect as any transaction or series of transactions referred to in subsections (i), (ii), (iii) or
(iv) referred to above; or (vi) a determination by the MBOG Board that there has been a change, whether by way of
a change in the holding of the MBOG Shares, in the ownership of MBOG's assets or by any other means, as a result
of which any person or group of persons acting jointly or in concert is in a position to exercise effective control of
MBOG.
Cessation of Entitlements to MBOG Options
In the event of an Optionee ceasing to be a director, officer, employee or consulting of MBOG for any reason other
than death, the Options held by such Optionee shall cease and terminate on the earlier of the expiry date or a period
that is 90 days following termination, resignation or retirement. In the event of death of an Optionee, the MBOG
Option may be exercised up to the earlier of 12 months following death or the MBOG Option expiry date.
Amendments to the MBOG Option Plan
The MBOG Option Plan allows for the MBOG Board, or a committee thereof, to amend or discontinue the MBOG
Option Plan at any time, provided that no such amendment may, without the consent of the Optionee, alter or impair
any MBOG Options previously granted to such Optionee under the MBOG Option Plan.
Outstanding MBOG Options
The following table sets forth certain information in respect of MBOG Options that are outstanding as of the date of
the Information Circular:

Group (Number in Group)
Current and former executive officers of MBOG (6 persons)
("MBOG Executives")
Current and former directors of MBOG excluding MBOG
Executives (3 persons)
Current and former employees of MBOG (15 persons)

MBOG Shares
under MBOG
Option
(#)
9,854,070

Average Exercise
Price
per MBOG Share
($)
1.00

893,530

1.00

September 30, 2021

3,831,988

1.11

September 30, 2021 to
February 28, 2023

Expiration Date
September 30, 2021 to
February 23, 2022
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Group (Number in Group)
Current and former consultants and contractors of MBOG (4
persons)
Total

MBOG Shares
under MBOG
Option
(#)
742,348

Average Exercise
Price
per MBOG Share
($)
1.00

Expiration Date
September 30, 2021 to
February 23, 2022

15,321,936

MBOG Warrants
MBOG has issued MBOG Warrants to the directors, officers and employees of, and certain other persons providing
services on an ongoing basis (collectively, "Warrant Holders") to MBOG.
Purpose
The purpose of the MBOG Warrants is to align the interest of the Warrant Holders in the growth and development
of MBOG by providing them the opportunity through MBOG Warrants to acquire a proprietary interest in MBOG.
MBOG Warrants granted have a maximum term of five years and vest as determined by the MBOG Board although
MBOG Warrants are typically granted for a term of five years and vest over a five year period from the date granted.
Number of MBOG Shares Subject to MBOG Warrants
Pursuant to the JOG Investment Agreement, MBOG agreed to limit the total number of MBOG Shares reserved for
issuance pursuant to the MBOG Warrants not to exceed a number of MBOG Shares equal to 20% of the aggregate
number of issued and outstanding MBOG Shares at the time of granting.
Exercise Price
MBOG Warrants granted have escalating exercise prices. The exercise prices and number of MBOG Warrants
vesting at each of the exercise prices are fixed by the MBOG Board at the time of grant.
Transferability
MBOG Warrants are not transferable or assignable and the holding of MBOG Warrants shall not entitle the holder
to any rights as a securityholder of MBOG.
Change of Control
Upon a Change of Control (as defined above), all MBOG Warrants will vest immediately at the applicable exercise
price and may be exercised during the period expiring 30 days after the effective date of such Change Control.
Cessation of Entitlements to MBOG Warrants
In the event of a Warrant Holder ceasing to be a director, officer, employee or consultant of MBOG for any reason
other than death or termination with cause, the MBOG Warrants held by such Warrant Holder shall cease and
terminate on the earlier of the expiry date or a period that is 90 days following termination, resignation or retirement.
In the event of death of a Warrant Holders, the MBOG Warrant may be exercised up to the earlier of 12 months
following death or the MBOG Warrant expiry date. In the event of termination with cause, the MBOG Warrant may
be exercised for a period that is the earlier of 30 days following termination or the expiry date.
Amendments to the MBOG Warrants
The MBOG Warrants shall not be amended without the consent of the Warrant Holder.
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Outstanding MBOG Warrants
The following table sets forth certain information in respect of MBOG Warrants that are outstanding as of the date
of the Information Circular:
MBOG Shares
under MBOG
Warrants
(#)
19,708,140

Average Exercise
Price
per MBOG Share
($)
1.90

Current and former directors of MBOG excluding MBOG
Executives (3 persons)

1,787,060

1.90

September 30, 2021

Current and former employees of MBOG (15 persons)

7,577,330

2.00

September 30, 2021 to
February 28, 2023

Current and former consultants and contractors of MBOG (4
persons)
Total

1,484,693

1.90

September 30, 2021 to
February 23, 2022

Group (Number in Group)
Current and former MBOG Executives (6 persons)

Expiration Date
September 30, 2021 to
February 23, 2022

30,557,226

PRIOR SALES
During the 12-month period prior to the date of the Information Circular, MBOG did not issue any MBOG Shares or
securities convertible into MBOG Shares.
DIRECTORS AND OFFICERS
Directors and Officers
The names, municipalities of residence, positions with MBOG, the period each director and officer has served as a
director and/or officer of MBOG, if applicable, and the principal occupation of the directors or officers of MBOG
are set out below.
Name and Municipality of
Residence
(1)(2)

Position with MBOG

Director/Officer
Since

Principal Occupation

M. Brandon Swertz
Calgary, Alberta

Chairman and CEO

2015

CEO of MBOG and Independent Businessman

Curt Labelle(1)(2)
Calgary, Alberta

Director and President

2015

President of MBOG

Ryan Crawford(1) (2)
Calgary, Alberta

Director

2015

Managing Partner of JOG

Harry Jung(1)(2)
Calgary, Alberta

Director

2016

Independent Businessman

Brad Giblin
Calgary, Alberta

CFO

2017

CFO of MBOG

Richard Harrington
Calgary, Alberta

VP Engineering

2015

VP Engineering of MBOG

Sumir Saini
Calgary, Alberta

VP Land

2015

VP Land of MBOG

Notes:
(1)
(2)

Member of the Audit Committee.
Member of the Reserves and Health and Safety Committee.
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The term of office of each of the directors expires at the next annual meeting of the MBOG Shareholders.
As at the date of the Information Circular, the directors and officers of MBOG beneficially own, directly or
indirectly, or exercise control or direction over 4,050,000 MBOG Shares. This represents approximately 2.5% of the
number of MBOG Shares that are outstanding as of the date of the Information Circular.
Ryan Crawford, a director of MBOG, is the Managing Partner of JOG. JOG owns indirectly, or exercises control or
direction over 110,450,000 MBOG Shares, which represents approximately 68.0% of the number of MBOG Shares
that are outstanding as of the date of the Information Circular.
Corporate Cease Trade Orders, Bankruptcies or Penalties or Sanctions
To MBOG's knowledge, none of the MBOG directors or executive officers (nor any personal holding company of
any of such persons) is, as of the date of the Information Circular, or was within ten years before the date of the
Information Circular, a director, chief executive officer or chief financial officer of any company (including
MBOG), that was subject to a cease trade order (including a management 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,
in each case that was in effect for a period of more than thirty consecutive days (collectively, an "Order") that was
issued while the director or executive officer was acting in the capacity as director, chief executive officer or chief
financial officer, or was subject to an Order that was issued after the director or executive officer ceased to be a
director, chief executive officer or chief financial officer and which resulted from an event that occurred while that
person was acting in the capacity as director, chief executive officer or chief financial officer.
Except as noted below, to MBOG's knowledge, none of the MBOG directors or executive officers (nor any personal
holding company of any of such persons), or MBOG Shareholder holding a sufficient number of MBOG's securities
to materially affect the control of MBOG is, as of the date of the Information Circular, or has been within the ten
years before the date of the Information Circular, a director or executive officer of any company (including MBOG)
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.
To MBOG's knowledge, none of the MBOG directors or executive officers (nor any personal holding company of
any of such persons), or MBOG Shareholder holding a sufficient number of MBOG's securities to materially affect
the control of MBOG is, has, within the ten years before the date of the Information Circular, 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 MBOG Shareholder.
To MBOG's knowledge, none of the MBOG directors or executive officers (nor any personal holding company of
any of such persons), or MBOG Shareholder holding a sufficient number of MBOG's securities to materially affect
the control of MBOG, has been subject to 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 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.
Prior to his resignation in October 2015, Curt Labelle, President and a director of MBOG, served as Vice President
Production at LGX Oil and Gas Inc., a public company with shares trading on the TSX Venture Exchange.
Subsequent to his departure, in June 2016, LGX Oil and Gas Inc. was placed into receivership and, in connection
therewith, a receiver was appointed under the Bankruptcy and Insolvency Act (Canada).
Ryan Crawford, a director of MBOG, resigned as a director of Camton Exploration Inc. in January 2009. In
December 2009, Camton Exploration Inc. was placed into receivership and, in connection therewith, a receiver was
appointed under the Bankruptcy and Insolvency Act (Canada).
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Conflicts of Interest
MBOG's directors and officers may, from time to time, be involved with the business and operations of other oil and
natural gas issuers, in which case a conflict may arise. See "Risk Factors".
Circumstances may arise where members of the MBOG Board serve as directors or officers of corporations which
are in competition to MBOG's interests. No assurances can be given that opportunities identified by such board
members will be provided to MBOG.
The ABCA provides that in the event a director has an interest in a contract or proposed contract or agreement, the
director shall disclose his interest in such contract or agreement and shall refrain from voting on any matter in
respect of such contract or agreement unless otherwise provided under the ABCA. To the extent that conflicts of
interests arise, such conflicts will be resolved in accordance with the provisions of the ABCA.
STATEMENT OF EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
The MBOG Board as a whole has the responsibility of determining the compensation for the Chief Executive
Officer, the Chief Financial Officer and for other senior management and the directors of MBOG.
The compensation program of MBOG is designed to attract, motivate, reward and retain knowledgeable and skilled
executives required to achieve MBOG's corporate objectives and increase shareholder value. The main objective of
the compensation program is to recognize the contribution of the executive officers to the overall success and
strategic growth of MBOG. The compensation program is designed to reward management performance by aligning
a component of the compensation with MBOG's business performance and share value. The philosophy of MBOG
is to pay management a total compensation amount that is competitive with other junior oil and gas companies in
Canada and is consistent with the experience and responsibility level of management. The purpose of executive
compensation is to reward the executives for their contributions to the achievements of MBOG on both an annual
and long term basis.
The MBOG Board has adopted a compensation program that covers three (3) key elements: (i) a base amount of
salary and benefits; (ii) a performance based cash bonus; and (iii) MBOG Options and MBOG Warrants. A
description of the criteria used in each element of compensation is set forth below.
Base Salary
The objective of base salary compensation is to reward and retain Named Executive Officers (as defined below).
The program is designed to reward Named Executive Officers for maximizing shareholder value in a volatile
commodity based business in a safe, environmentally responsible, regulatory compliant and ethical manner. In
setting base compensation levels, consideration is given to such factors as level of responsibility, experience,
expertise and the amount of time devoted to the affairs of MBOG.
Bonus Plan
MBOG's compensation philosophy will be to encourage the maximization of shareholder value at all levels of the
organization by making cash bonuses a component of compensation, taking into consideration performance by both
MBOG and the respective executive officer.
Although no formal bonus plan has been implemented, all executive officers are eligible to receive a bonus. Bonus
levels, if any, will be established by the MBOG Board. Bonus awards for executive officers are discretionary.
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Long-term Incentives
The maximization of shareholder value is encouraged by the granting of MBOG Options and MBOG Warrants at all
levels. MBOG has in place the MBOG Option Plan and has issued MBOG Warrants under which awards have been
made to executive officers in amounts relative to positions, performance, and what is considered competitive in the
industry.
The objective of the MBOG Option Plan and MBOG Warrants are to reward and retain Named Executive Officers.
The program is designed to reward Named Executive Officers for maximizing shareholder value in a volatile
commodity based business in a safe, environmentally responsible, regulatory compliant and ethical manner.
In general, MBOG Options and MBOG Warrants are granted to executive officers upon their commencement of
service. Additional grants may be made periodically to recognize the exemplary performance of, or the special
contribution by eligible individuals.
Summary Compensation Table
The following table sets forth all annual and long term compensation for the financial years ended December 31,
2017 and 2016 for services in all capacities to MBOG in respect of individual(s) who were acting as, or were acting
in a capacity similar to, a chief executive officer or chief financial officer and the three most highly compensated
individuals whose total compensation exceeded $150,000 per annum for the year ended December 31, 2017 (the
"Named Executive Officers").
SUMMARY COMPENSATION TABLE
Non-Equity Incentive Plan
Compensation ($)

Salary
($)
-

ShareBased
Awards
($)(1)
-

OptionBased
Awards
($)(2)
632,294(3)

Annual
Incentive
Plans
-

Long-Term
Incentive
Plans
-

Pension
Value ($)
-

All Other
Compensat
ion($)
125,000(5)
17,500(5)

Total
Compensati
on($)
125,000
667,294

2017
2016

180,000
180,000

-

677,458(3)

-

-

-

125,000(5)
20,500(5)

430,000
898,458

Bradley Giblin
Chief Financial
Officer

2017
2016

170,833
N/A

-

281,000(3)
N/A

-

N/A

N/A

86,400(5)
N/A

624,633
N/A

Richard
Harrington
VP Engineering

2017
2016

180,000
180,000

-

383,893(3)

-

-

-

99,000(5)
20,500(5)

378,000
604,893

Year
Ended
Dec 31
2017
2016

Curt Labelle(4)
President

Name and
Principal Position
M. Brandon
Swertz(4)
Chief Executive
Officer

86,400(5)
352,800
Sumir Saini
2017
180,000
604,893
VP Land
2016
180,000
383,893(3)
20,500(5)
Notes:
(1) "Share-Based Award" means an award under an equity incentive plan of equity-based instruments that do not have option-like
features, including, for greater certainty, common shares, restricted shares, restricted share units, deferred share units, phantom shares,
phantom share units, common share equivalent units and stock.
(2) "Option-Based Award" means an award under an equity incentive plan of options, including, for greater certainty, share options,
share appreciation rights and similar instruments that have option-like features and, for the purposes hereof, includes the MBOG
Warrants.
(3) The "grant date fair value" has been determined by using the Black-Scholes option pricing model. See discussion below.
(4) The Named Executive Officers did not receive any additional compensation for serving as a director of MBOG.
(5) This amount represents the bonus amount paid to the Named Executive Officer.
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Narrative Discussion
The MBOG Options granted to the NEOs during the years ended December 31, 2017 and 2016 have an exercise
price of $1.00 per MBOG Share with a five year term, vesting over three years and a grant date fair value of $0.28
per MBOG Option. The MBOG Warrants granted to the NEOs during the years ended December 31, 2017 and
2016 have exercise prices of $1.40, $1.65, $1.90, $2.25 and $2.50 with a five year term and vest over five years. The
grant date fair value was $0.05 per MBOG Warrant.
Calculating the value of stock options and warrants using the Black-Scholes option pricing model is very different
from a simple "in-the-money" value calculation. In fact, stock options and warrants that are well out-of-the-money
can still have a significant "grant date fair value" based on a Black-Scholes option pricing model, especially where,
as in the case of MBOG, the price of the share underlying the option may change. Accordingly, caution must be
exercised in comparing grant date fair value amounts with cash compensation or an in-the-money option value
calculation.
Incentive Plan Awards
Outstanding Share-Based Awards and Option-Based Awards
The following table sets forth details of all awards outstanding for each Named Executive Officer of MBOG as of
the most recent financial year end, including awards granted before the most recently completed financial year.
Equity-Based Awards

Name and Title
M. Brandon Swertz
Chief Executive
Officer

Number of
Securities
Underlying
Unexercised
Options and
Warrants
(#)
MBOG Options:
2,274,440
MBOG Warrants:
4,545,880

Curt Labelle
President

MBOG Options:
2,436,900
MBOG Warrants:
4,873,800

Bradley Giblin
Chief Financial
Officer

MBOG Options:
1,000,000
MBOG Warrants:
2,000,000

Richard Harrington
VP Engineering

MBOG Options:
1,380,910
MBOG Warrants:
2,761,820

Sumir Saini
VP Land

MBOG Options:
1,380,910
MBOG Warrants:
2,761,820

Exercise Price
($)
MBOG Options: 1.00

Share-Based Awards

Expiration
Date
Sept 29, 2021

Value of
Unexercised
in-the-money
Options and
Warrants (1)
($)
1,228,198

Number
of
Shares
or Units
of
Shares
that
have not
vested
(#)
-

Market or
Payout
Value of
ShareBased
Awards
that have
not vested
($)
-

Market or
Payout
Value of
Vested
Share-Based
Awards Not
Paid Out or
Distributed
($)
-

Sept 29, 2021

1,315,926

-

-

-

Feb 23, 2022

540,000

-

-

-

Sept 29, 2021

745,691

-

-

-

Sept 29, 2021

745,691

-

-

-

MBOG Warrants:
1/5 at each of 1.40, 1.65,
1.90, 2.25 and 2.50
MBOG Options: 1.00
MBOG Warrants:
1/5 at each of 1.40, 1.65,
1.90, 2.25 and 2.50
MBOG Options: 1.00
MBOG Warrants:
1/5 at each of 1.40, 1.65,
1.90, 2.25 and 2.50
MBOG Options: 1.00
MBOG Warrants
1/5 at each of 1.40, 1.65,
1.90, 2.25 and 2.50
MBOG Options: 1.00
MBOG Warrants
1/5 at each of 1.40, 1.65,
1.90, 2.25 and 2.50
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Note:
(1)

Unexercised "in-the-money" options and warrants refer to the MBOG Options and MBOG Warrants in respect of which the estimated
market value of the underlying securities as at the financial year end exceeds the exercise or base price of the MBOG Option or MBOG
Warrant. The aggregate of the difference between the estimated market value of the MBOG Shares as at December, 2017, being $1.50
per MBOG Share, and the exercise price of the MBOG Options and MBOG Warrants.

None of the awards disclosed in the table above have been transferred at other than fair market value.
Incentive Plan Awards - Value Vested or Earned During the Year
The following table sets forth the value of option-based awards and share-based awards which vested or were earned
during the most recently completed financial year for each Named Executive Officer.
Equity-Based Awards - Value
vested during the year
($)(1)
470,051

Share-Based Awards - Value
vested during the year
($)
-

Non-Equity Incentive Plan
Compensation - Value earned
during the year
($)
-

Curt Labelle
President

503,626

-

-

Bradley Giblin
Chief Financial Officer

206,667

-

-

Richard Harrington
VP Engineering

285,388

-

-

Sumir Saini
VP Land
Note:

285,388

-

-

Name and Title
M. Brandon Swertz
Chief Executive Officer

(1) Based on the difference between the estimated market price of the options and warrants at the vesting date and the exercise price.

Narrative Discussion
See "Equity Compensation Arrangements" for a description of the MBOG Option Plan and the MBOG Warrants.
Pension Plan Benefits
MBOG does not have in place any deferred compensation plan or pension plan that provides for payments or
benefits at, following or in connection with retirement.
Termination and Change of Control Benefits
During the year ended December 31, 2017, MBOG was not a party to any contract, agreement, plan or arrangement
that provides for payments to a Named Executive Officer at, following or in connection with any termination
(whether voluntary, involuntary or constructive), resignation, retirement, a change in control of MBOG, its
subsidiaries or affiliates or a change in a Named Executive Officer's responsibilities, other than as follows:
Curt Labelle (President), Bradley Giblin (Chief Financial Officer), Richard Harrington (VP Engineering) and Sumir
Saini (VP Land) have each entered into an executive employment agreement with MBOG which provides for
payment of 12 months' salary plus any accrued but unpaid bonus in the event of a "Change of Control" of MBOG or
termination "without cause" (as each term is defined in the applicable executive employment agreement).
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DIRECTOR COMPENSATION
MBOG currently has four directors, two of which, M. Brandon Swertz and Curt Labelle, are also Named Executive
Officers. For a description of the compensation paid to the Named Executive Officers who also act as directors of
MBOG, see "Statement of Executive Compensation".
Director Compensation Table
The following table sets forth all compensation provided to directors who are not also Named Executive Officers
(the "Outside Directors") of MBOG for the financial year ended December 31, 2017.

Name
Ryan Crawford

Fees Earned
($)
-

Share-Based
Awards
($)
-

Option-Based
Awards
($)
-

Non-Equity
Incentive Plan
Compensation
($)
-

Pension
Value
($)
-

All Other
Compensation
($)
-

Total
($)
-

-

-

-

-

-

-

-

Harry Jung

Narrative Discussion
MBOG has no arrangements, standards or otherwise, pursuant to which directors are compensated by MBOG for
their services in their capacity as directors, or for committee participation, except for the granting from time to time
of MBOG Options pursuant to the MBOG Option Plan and MBOG Warrants. The purpose of granting such MBOG
Options and MBOG Warrants is to assist MBOG in compensating, attracting, retaining and motivating the directors
of MBOG and to closely align the personal interests of such person to that of the shareholders.
Incentive Plan Awards
Outstanding Share-Based Awards and Option-Based Awards
The following table sets forth details of all awards outstanding for each Outside Director of MBOG as of the most
recent financial year end, including awards granted before the most recently completed financial year
Option-Based Awards

Name
Ryan Crawford

Number of
Securities
Underlying
Unexercised
Options and
Warrants
(#)
MBOG Options:
365,535
MBOG
Warrants:
731,070

Harry Jung

MBOG Options:
365,535
MBOG
Warrants:
731,070

Note:
(1)

Exercise Price
($)
MBOG Options: 1.00

Expirati
on Date
Sept 29,
2021

Value of
Unexercise
d in-themoney
Option
and
warrants (1)
($)
197,381

Share-Based Awards
Market or
Market or
Number of
Payout Value
Payout Value
Shares or
of Shareof Vested
Units of
Based
Share-Based
Shares that
Awards that
Awards Not
have not
have not
Paid Out or
vested
vested
Distributed
(#)
($)
($)
-

MBOG Warrants:
1/5 at each of 1.40,
1.65, 1.90, 2.25 and
2.50
MBOG Options: 1.00

Sept 29,
2021

197,381

-

-

-

MBOG Warrants:
1/5 at each of 1.40,
1.65, 1.90, 2.25 and
2.50

Unexercised "in-the-money" options and warrants refer to the MBOG Options and MBOG Warrants in respect of which the estimated
market value of the underlying securities as at the financial year end exceeds the exercise or base price of the MBOG Option or MBOG
Warrant. The aggregate of the difference between the estimated market value of the MBOG Shares as at December, 2017, being $1.50
per MBOG Share, and the exercise price of the MBOG Options and MBOG Warrants.
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None of the awards disclosed in the table above have been transferred at other than fair market value.
Incentive Plan Awards - Value Vested or Earned During the Year
The following table sets forth the value of option-based awards and share-based awards which vested or were earned
during the most recently completed financial year for the Outside Directors of MBOG.

Name
Ryan Crawford
Harry Jung

Equity-Based Awards - Value
vested during the year
($)(1)
75,544
75,544

Share-Based Awards - Value
vested during the year
($)
-

Non-Equity Incentive Plan
Compensation - Value earned
during the year
($)
-

Note:
(1)

Based on the difference between the estimated market price of the MBOG Options and MBOG Warrants at the vesting date and the
exercise price.

Narrative Discussion
See "Equity Compensation Arrangements" for a description of the MBOG Option Plan and the MBOG Warrants.
Other Compensation
Other than as set forth herein, MBOG did not pay any other compensation to executive officers or directors
(including personal benefits and securities or properties paid or distributed which compensation was not offered on
the same terms to all full time employees) during the last completed financial year other than benefits and
perquisites which did not amount to $10,000 or greater per individual.
AUDIT COMMITTEE INFORMATION
The Audit Committee is a committee of the MBOG Board to which the MBOG Board delegates its responsibility for
oversight of the financial reporting process. The Audit Committee is also responsible for managing, on behalf of the
MBOG Shareholders, the relationship between MBOG and the external auditor.
Audit Committee Mandate
The full text of MBOG's Audit Committee mandate is attached as Schedule B to this Appendix G.
Audit Committee Composition
The following are the members of the Audit Committee as at the date hereof:
Ryan Crawford (Chair)

Independent(1)

Financially Literate(1)

Harry Jung

Independent(1)

Financially Literate(1)

M. Brandon Swertz

Not Independent(1)

Financially Literate(1)

Curt Labelle

Not Independent(1)

Financially Literate(1)

Note:
(1) As defined by NI 52-110.

Relevant Education and Experience
All of the members of the Audit Committee have been either directly involved in the preparation of the financial
statements, dealing with auditors, or as a member of the Audit Committee. All members have the ability to read,
analyze and understand the complexities surrounding the issuance of financial statements.
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Audit Committee Oversight
At no time since the commencement of MBOG's most recently completed financial year was a recommendation of
the Audit Committee to nominate or compensate an external auditor not adopted by the MBOG Board.
Pre-Approval Policies and Procedures
The Audit Committee had adopted specific policies and procedures for the engagement of non-audit services as
described in the Audit Committee mandate attached hereto as Schedule B to this Appendix G.
External Auditor Service Fees
PricewaterhouseCoopers LLP is MBOG's auditor and has been MBOG's auditor since MBOG's inception. Fees
incurred by MBOG to PricewaterhouseCoopers LLP for audit and non-audit services in the last two fiscal years are
outlined in the following table.
Fees Paid to Auditor in Year Ended
December 31, 2017
($)

Fees Paid to Auditor in Year Ended
December 31, 2016
($)

Audit Fees
Audit-Related Fees (2)
Tax Fees (3)
All Other Fees

98,052
136,557
-

98,852
$3,675
-

Total

234,609

102,527

Nature of Services
(1)

Notes:
(1)

(2)

(3)

"Audit Fees" include fees necessary to perform the annual audit and quarterly reviews of MBOG's financial statements. Audit Fees
include fees for review of tax provisions and for accounting consultations on matters reflected in the financial statements. Audit Fees
also include audit or other attest services required by legislation or regulation, such as comfort letters, consents, reviews of securities
filings and statutory audits.
"Audit-Related Fees" for assurance and related services that are reasonably related to the performance of the audit or review of
MBOG's financial statements and are not reported as audit fees. Services provided in this category include due diligence assistance,
accounting consultations on proposed transactions, and consultation on International Financial Reporting Standards conversion.
"Tax Fees" include fees for all tax services other than those included in "Audit Fees" and "Audit-Related Fees". This category includes
fees for tax compliance, tax planning and tax advice and a success based fee of $108,920 accrued for the 2017 based on assistance in
filing SR&ED claims.

CORPORATE GOVERNANCE
Board of Directors
The MBOG Board is currently comprised of the following four members: M. Brandon Swertz, Curt Labelle, Ryan
Crawford and Harry Jung.
Ryan Crawford and Harry Jung are independent directors of MBOG and have no ongoing interest or relationship
with MBOG other than their security holdings in MBOG and serving as directors.
M. Brandon Swertz, the Chief Executive Officer of the Corporation, and Curt Labelle, the President of the
Corporation, are members of management and, as a result, are not independent directors of MBOG. The MBOG
Board is responsible for determining whether a director is an independent director.
The MBOG Board facilitates its exercise of independent supervision over management by endeavouring for at least
50% of the directors to qualify as independent directors pursuant to National Instrument 58-101 – Corporate
Governance Disclosure. In order to ensure that the MBOG Board acts independently, the chairs of all committees
are independent members of the MBOG Board.
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Directorships
None of the MBOG directors are also directors of reporting issuers.
Orientation and Continuing Education
While MBOG does not currently have a formal orientation and education program for new members of the MBOG
Board, MBOG provides such orientation and education on an informal basis. As new directors join the MBOG
Board, management will provide these individuals with corporate policies, historical information about MBOG, as
well as information on MBOG's performance and its strategic plan with an outline of the general duties and
responsibilities entailed in carrying out their duties. The MBOG Board believes that the procedures will prove to be
a practical and effective approach in light of MBOG's particular circumstances, including the size of MBOG, limited
changes to members of the MBOG Board and the experience and expertise of the members of the MBOG Board.
Ethical Business Conduct
The MBOG Board believes that at the present time that the fiduciary duties placed on individual directors by
MBOG's governing corporate legislation and the common law and the restrictions placed by applicable corporate
legislation on an individual director's participation in decisions of the MBOG Board in which the director has an
interest have been sufficient to ensure that the MBOG Board operates independently of management and in the best
interests of MBOG.
Nomination of Directors
It is expected that any new candidates will be identified having regard to: (i) the competence and skills that the
MBOG Board considers to be necessary for the MBOG Board, as a whole, to possess; (ii) the competence and skills
that the MBOG Board considers each existing director to possess; (iii) the competencies and skills that each new
nominee will bring to the boardroom; and (iv) whether or not each new nominee can devote sufficient time and
resources to his or her duties as a member of the MBOG Board. The MBOG Board periodically reviews its
composition to ensure that an appropriate number of independent directors sit on the MBOG Board, analyzes the
needs of the MBOG Board and recommends nominees who meet such needs.
Compensation
The MBOG Board is responsible for (i) evaluating senior management; and (ii) developing appropriate
compensation policies for the senior management and directors of MBOG.
Other Board Committees
In addition to the Audit Committee, MBOG also has a Reserves and Health and Safety Committee which is involved
in the implementation and oversight of the evaluation of the reserves and resources of MBOG and compliance with
health and Safety matters and making recommendations to the Board as to such matters.
Assessments
Due to its size and the small number of directors on the MBOG Board, the MBOG Board does not currently have a
formalized process for assessing the effectiveness of the MBOG Board, its committees and individual directors or
the compensation provided to directors. These matters have historically been dealt with by the full MBOG Board
through formal and informal discussions from time to time.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
There exists no indebtedness of the directors or executive officers of MBOG, or any of their associates, to MBOG,
nor is any indebtedness of the directors or executive officers to another entity the subject of a guarantee, support
agreement, letter of credit or other similar arrangement or understanding provided by MBOG.
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ESCROWED SECURITIES
As of the date of the Information Circular, no MBOG Shares are held in escrow pursuant to any escrow agreement.
INDUSTRY CONDITIONS
The oil and natural gas industry is subject to extensive controls and regulations imposed by various levels of
government. It is not expected that any of these controls or regulations will affect MBOG's operations in a manner
materially different than they would affect other oil and gas entities of similar size. All current legislation is a matter
of public record, and we are unable to predict what additional legislation or amendments may be enacted.
Royalties and Incentives
In Alberta, producers of oil and natural gas are required to pay annual rental payments in respect of Crown leases
and royalties and freehold production taxes in respect of oil and natural gas produced from Crown and freehold
lands, respectively. The royalty regime is a significant factor in the profitability of oil and natural gas production.
Royalties payable on production from lands other than Crown lands are determined by negotiations between the
mineral owner and the lessee. Crown royalties are determined by governmental regulation and are generally
calculated as a percentage of the value of the gross production, and the rate of royalties payable generally depends in
part on prescribed reference prices, well productivity and depth, geographical location, field discovery date and the
type or quality of the petroleum product produced.
Royalties
In terms of oil or natural gas production from Crown lands, royalties are payable to the Province of Alberta. In
respect of freehold lands, royalties are payable to the mineral owner and taxes are payable to the Province of
Alberta. The Government of Alberta's approach to the royalty and tax regime is regularly reviewed for compliance
with the purpose of the regimes; to ensure that Albertans are receiving a fair share from energy development through
royalties, taxes and fees.
On January 1, 2017, Alberta adopted a new, modernized Alberta royalty framework (the "Modernized
Framework") that applies to all wells drilled after January 1, 2017. The previous royalty framework (the "Old
Framework") continues to apply to wells drilled prior to January 1, 2017 for a period of ten years ending on
December 31, 2026. After the expiry of this ten-year period, these older wells will become subject to the
Modernized Framework.
The Modernized Framework applies to all hydrocarbons other than oil sands which remain subject to their preexisting royalty regime. Royalties on production from non-oil sands wells under the Modernized Framework is
determined on a "revenue-minus-costs" basis with the cost component based on a Drilling and Completion Cost
Allowance formula for each well, depending on its vertical depth and horizontal length. The formula is based on the
industry's average drilling and completion costs as determined by the Alberta Energy Regulator ("AER") on an
annual basis.
Producers pay a flat royalty rate of 5% of gross revenue from each well that is subject to the Modernized Framework
until the well reaches payout. Payout for a well is the point at which cumulative gross revenues from the well equals
the Drilling and Completion Cost Allowance for the well set by the AER. After payout, producers pay an increased
post-payout royalty on revenues determined by reference to the then current commodity prices of the various
hydrocarbons. Similar to the Old Framework, the post-payout royalty rate under the Modernized Framework varies
with commodity prices. Once production in a mature well drops below a threshold level where the rate of production
is too low to sustain the full royalty burden, its royalty rate is adjusted downward as the mature well's production
declines.
As the Modernized Framework uses deemed drilling and completion costs in calculating the royalty and not the
actual drilling and completion costs incurred by a producer, low cost producers benefit if their well costs are lower
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than the Drilling and Completion Cost Allowance and, accordingly, they continue to pay the lower 5% royalty rate
for a period of time after their wells achieve actual payout.
The Old Framework is applicable to all conventional oil and natural gas wells drilled prior to January 1, 2017 and
bitumen production. Subject to certain available incentives, effective from the January 2011 production month,
royalty rates for conventional oil production under the Old Framework range from a base rate of 0% to a cap of
40%.
The Old Framework also includes a natural gas royalty formula which provides for a reduction based on the
measured depth of the well below 2,000 metres deep, as well as the acid gas content of the produced gas. Subject to
certain available incentives, effective from the January 2011 production month royalty rates for natural gas
production under the Old Framework range from a base rate of 5% to a cap of 36%.
Under the Old Framework, the royalty rate applicable to natural gas liquids is a flat rate of 40% for pentanes and
30% for butanes and propane.
In terms of oil and natural gas production obtained from lands other than Crown lands, taxes are payable to the
Province of Alberta. Approximately 19% of the mineral rights in the Province of Alberta are freehold mineral rights
not owned by the Crown. The tax levied in respect of freehold oil and gas production in the Province of Alberta is
calculated annually based on a rate dependent on the prescribed tax rate, the quantity of produced oil or gas, and the
unit value of the produced oil or gas.
Incentive Programs
Pursuant to the Old Framework a number of incentive programs, such as the Deep Oil Exploratory Well Program,
the Enhanced Oil Recovery Royalty Program ("EOR Program"), the Natural Gas Deep Drilling Program, and the
Innovative Energy Technologies Program (the "IETP"), were created.
The Deep Oil Exploratory Well Regulation provides a limited royalty exemption for qualifying exploratory oil wells
spudded or deepened between January 1, 2009 and December 31, 2013 that are deeper than 2,000 metres and have a
producing interval below 2,000 metres.
With respect to the EOR Program, the Enhanced Oil Recovery Royalty Regulation, 2014 provides that Alberta
Energy may approve royalty reductions for qualifying enhanced oil recovery projects. Applications under the EOR
Programs ceased being accepted as of December 31, 2016; however, the EOR Program continues to apply to
schemes previously approved thereunder.
The Natural Gas Deep Drilling Regulation, 2010 provides a limited royalty reduction for qualifying exploratory and
development natural gas wells spudded or deepened after May 1, 2010, with producing intervals that are deeper than
2,000 metres.
The IETP is intended to promote producers' investment in research, technology and innovation for the purposes of
improving environmental performance while creating commercial value. The IETP provides royalty reductions to
successful applicants. Alberta Energy determines which projects qualify for the IETP, as well as the level of support
that will be provided. The IETP will expire on October 31, 2019.
Under the Modernized Framework, two strategic programs have been recently introduced with the intention of
promoting expanded production potential and generating long-term returns to the Province of Alberta.
The new Enhanced Hydrocarbon Recovery Program (the "EHR Program") began January 1, 2017 and replaced the
existing EOR Program. The EHR Program is intended to promote incremental production through enhanced
recovery methods and consists of two main components. The first component targets tertiary recovery schemes
which enhance recovery of hydrocarbons from an oil or gas pool by miscible flooding, immiscible flooding, solvent
flooding, chemical flooding or other approved methods. The second component targets secondary recovery schemes
which enhance recovery of hydrocarbons from an oil or gas pool by waterflooding, gas cycling, gas flooding,

G-33
polymer flooding or other approved methods. Under both components of the program, a company pays a flat royalty
of 5 per cent on crude oil, natural gas and natural gas liquids produced from wells in an approved scheme for a
limited benefit period. After the benefit period ends, wells in these schemes are subject to normal royalty rates under
the Modernized Framework.
The new Emerging Resources Program (the "ERP") began January 1, 2017. The ERP is intended to encourage
industry to open up new oil and gas resources in higher-risk and higher-cost areas that have large resource potential.
For the purposes of the ERP, a project consists of a defined geographic area, target formation, set of wells and
associated infrastructure. Wells that receive program benefits pay a flat royalty rate of 5 per cent until their
combined revenue equals their combined program specific cost allowances established under the ERP, which will
replace the standard Drilling and Completion Cost Allowance under the Modernized Framework in respect of such
wells. After achieving payout of the specific cost allowance, wells are subject to normal royalty rates under the
Modernized Framework.
Environmental Regulation and Protection Requirements
All phases of the oil and natural gas business present environmental risks and hazards and are subject to
environmental regulation pursuant to international conventions and national, provincial, territorial and municipal
laws. Environmental legislation provides for, among other things, restrictions and prohibitions on spills, releases,
discharges, or emissions of various substances produced or used in association with oil and gas operations, as well
as requirements with respect to oilfield waste handling, storage and disposal, land reclamation, habitat and
endangered species protection, and minimum setbacks of oil and gas activities from surface water bodies.
Environmental legislation in the Province of Alberta is, for the most part, set out in the Environmental Protection
and Enhancement Act, the Oil and Gas Conservation Act, the Water Act and the Climate Change and Emissions
Management Act which impose strict environmental standards with respect to releases of effluents and emissions,
including monitoring and reporting obligations, and impose significant penalties for non-compliance.
Environmental legislation also requires 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, or in the suspension or revocation of necessary licences and approvals. MBOG may also be subject to civil
liability for damage caused by pollution. Certain environmental protection legislation may subject MBOG to
statutory strict liability in the event of an accidental spill or discharge from a facility, meaning that fault on the part
of MBOG need not be established if such a spill or discharge is found to have occurred.
MBOG estimates abandonment and reclamation costs by taking into consideration the costs associated with
decommissioning, abandonment, remediation and reclamation, all adjusted according to its working interest and
discounted in accordance with NI 51-101. Decommissioning liability cost estimates are based on information
published by the AER and the AER Licensee Liability Management Program in Alberta. MBOG has procedures in
place which address various matters including: spill prevention, response, notification, reporting, remediation and
reclamation; environmental monitoring; surface water run-off/run-on management; groundwater; wellsite
reclamation; earthen pits; storage tanks; disposal wells; suspended or shut-in wells; waste management and
communications.
Environmental legislation is evolving in a manner expected to result in stricter standards and enforcement, larger
fines and liability, and potentially increased capital expenditures and operating costs. The discharge of oil, natural
gas or other pollutants into the air, soil or water may give rise to liabilities to third parties or regulators or result in
the suspension or revocation of regulatory approvals and may require MBOG to incur costs to remedy such a
discharge in an event not covered by MBOG's insurance, which insurance is in line with industry practice.
Greenhouse Gas Emissions
Greenhouse gas ("GHG") emissions legislation is emerging and is subject to change. For example, on an
international level, almost 200 nations agreed in December 2015, to an international climate change agreement in
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Paris, France (the "Paris Agreement"), that calls for countries to set their own GHG emission targets and be
transparent about the measures each country will use to achieve its GHG emission targets. Canada signed the Paris
Agreement.
In Alberta, GHG emissions are regulated under the Specified Gas Reporting Regulation ("SGRR") and the Carbon
Competitiveness Incentive Regulation ("CCIR"). The SGRR requires facilities that emit 10,000 tonnes or more of
GHGs per year annually to report their emissions to Alberta Environment and Parks ("AEP"). The CCIR require
Alberta facilities that emit more than 100,000 tonnes of GHGs per year in 2017 and subsequent years to reduce
emissions intensity to an industry average or facility-specific benchmark. Companies may meet these requirements
through improvements to their operations; by purchasing Alberta-based emission reduction or offset credits; or by
contributing to the provincial Climate Change and Emissions Management Fund. MBOG does not operate any
facilities that are regulated by the Alberta GHG emissions regulations.
RISK FACTORS
Risks Relating to MBOG's Business
Oil and Natural gas prices fluctuate widely, and low prices for an extended period would likely have a material
adverse impact on the business of MBOG.
MBOG's revenues, operating results, financial condition and ability to borrow funds or obtain additional capital
depend substantially on prevailing prices for oil and natural gas. Lower commodity prices may reduce the amount of
oil and natural gas that MBOG can produce economically. Historically, oil and natural gas prices and markets have
been volatile, with prices fluctuating widely, and they are likely to continue to be volatile. Prices for oil and natural
gas are subject to wide 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 that are beyond the control of MBOG. Such
factors and the volatile nature of the energy markets make it impossible to predict with any certainty the future
prices of crude oil and natural gas. If crude oil and natural gas prices remain significantly depressed for a sustained
period of time, the lower prices may adversely affect the ability of MBOG to make planned expenditures, raise
additional capital or meet its financial obligations.
Estimated Proved and Proved plus Probable reserves are based on many assumptions that may turn out to be
inaccurate. Any significant inaccuracies in these reserve estimates or underlying assumptions will materially
affect the quantities and present value of our reserves.
The reserve and recovery information contained in the MBOG Original Reserve Report are only estimates and the
actual production and ultimate reserves from the properties of MBOG may be greater or less than the estimates
prepared by Sproule. Ultimately, actual reserves attributable to its properties will vary from estimates, and those
variations may be material. The reserve figures contained herein are only estimates. The estimation of reserves is an
inherently complex process requiring significant judgment. A number of factors are considered and a number of
assumptions are made when estimating reserves. These factors and assumptions include, among others:
•

historical production in the area compared with production rates from similar producing areas;

•

future commodity prices, production and development costs, royalties and capital expenditures;

•

initial production rates;

•

production decline rates;

•

ultimate recovery of reserves;

•

success of future development activities;

•

marketability of production;
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•

availability, proximity and capacity of oil and gas gathering systems, pipelines and processing facilities;

•

effects of government regulation; and

•

other government levies that may be imposed over the producing life of reserves.

Reserve estimates are based on the relevant factors, assumptions and prices on the date the relevant evaluations were
prepared. These estimates are expected to be revised upward or downward over time, as additional information such
as reservoir performance becomes available, or as economic conditions change. Many of these factors are subject to
change and are beyond the control of MBOG. If these factors, assumptions and prices prove to be inaccurate, actual
results may vary materially from reserve estimates.
The amount of oil and natural gas that MBOG can produce and sell is subject to the accessibility, availability,
proximity and capacity of gathering, processing and pipeline systems.
The business of MBOG depends in part upon the availability, proximity and capacity of oil and gas gathering
systems, pipelines and processing facilities and rail loading facilities and railcars. Canadian federal and provincial
regulation of oil and gas production, processing and transportation, tax and energy policies, general economic
conditions, changes in supply and demand and changes in pipeline ownership or operation could adversely affect the
ability of MBOG to produce or market oil and natural gas.
Competition in the oil and gas industry is intense, which may adversely affect our ability to compete.
The oil and natural gas industry is highly competitive. MBOG competes for capital, acquisitions of reserves,
undeveloped lands, skilled personnel, access to drilling rigs, service rigs and other equipment, access to processing
facilities, pipeline and refining capacity and in many other respects with a substantial number of other organizations,
many of which may have greater technical and financial resources than MBOG. Some of these organizations not
only explore for, develop and produce oil and natural gas but also carry on refining operations and market oil and
other products on a worldwide basis. As a result of these complementary activities, some of the competitors of
MBOG may have greater and more diverse competitive resources to draw on than MBOG.
Risks associated with the production, gathering, transportation and sale of oil and natural gas could adversely
affect net income and cash flows.
The industry in which MBOG operates exposes it to potential liabilities that may not be covered by insurance.
MBOG operations are subject to all of the risks associated with the operation and development of oil and natural gas
properties, including the drilling of oil and natural gas wells, and the production and transportation of oil and natural
gas. These risks include encountering unexpected formations or pressures, premature declines of reservoirs,
blowouts, equipment failures and other accidents, cratering, sour gas releases, uncontrollable flows of oil, natural
gas or well fluids, adverse weather conditions, pollution, other environmental risks, fires, spills and explosions. A
number of these risks could result in personal injury, loss of life, or environmental and other damage to our property
or the property of others and reputational loss. MBOG cannot fully protect against all of these risks, nor are all of
these risks insurable. MBOG may become liable for damages arising from these events against which it cannot
insure or against which it may elect not to insure because of high premium costs or other reasons.
Royalty changes may adversely affect MBOG.
Royalty frameworks, including rates and available incentive programs, may be reviewed and amended from time to
time by the applicable federal, provincial or other governmental bodies or agencies having jurisdiction. In addition,
the royalty rates applicable to MBOG's production of hydrocarbons may be impacted by changes in market prices
for hydrocarbons, production volumes, and capital and operating costs. An increase in royalty rates would reduce
MBOG's cash flow and earnings, and could make future capital investments, or MBOG's operations, less economic.

G-36
The properties MBOG acquires may not produce as projected, and MBOG may be unable to identify liabilities
associated with the acquired properties.
The properties MBOG acquires may not produce as expected, may be in an unexpected condition and MBOG may
be subject to increased costs and liabilities, including environmental liabilities. Although MBOG reviews properties
prior to acquisition in a manner consistent with industry practices, such reviews are not capable of identifying all
potential adverse conditions.
Failure to realize anticipated benefits of prior acquisitions may have a material adverse effect on the business of
MBOG.
MBOG has completed a number of acquisitions in order to create the opportunity to realize certain benefits. In order
to achieve the benefits of these and future acquisitions, MBOG is dependent upon its ability to successfully
consolidate functions and integrate operations, procedures and personnel in a timely and efficient manner and to
realize the anticipated growth opportunities and synergies from combining the acquired assets and operations with
those of MBOG. The integration of acquired assets and operations requires the dedication of management effort,
time and resources, which may divert management's focus and resources from other strategic opportunities and from
operational matters during this process. The integration process may result in the disruption of ongoing business and
customer relationships that may adversely affect MBOG's ability to achieve the anticipated benefits of such prior
acquisitions.
MBOG may incur losses as a result of title defects in the properties in which it acquires.
Unforeseen title defects may result in a loss of entitlement to production and reserves. Although MBOG conducts
title reviews in accordance with industry practice prior to any purchase of resource assets, such reviews do not
guarantee that an unforeseen defect in the chain of title will not arise and defeat its title to the purchased assets. If
such a defect were to occur, the entitlement of MBOG to the production from such purchased assets could be
jeopardized.
Increased costs of capital could adversely affect the business of MBOG.
The business and operating results of MBOG could be harmed by factors such as the availability, terms and cost of
capital, increases in interest rates or a reduction in credit rating. Changes in any one or more of these factors could
cause the cost of doing business to increase, limit access to capital, limit MBOG's ability to pursue acquisition
opportunities, reduce cash flows and place MBOG at a competitive disadvantage. Recent and continuing disruptions
and volatility in the global financial markets may lead to an increase in interest rates or a contraction in credit
availability impacting the ability of MBOG to finance operations. A significant reduction in the availability of credit
could materially and adversely affect the ability of MBOG to achieve its planned operating results.
Aboriginal claims could have an adverse effect on MBOG and its operations.
The economic impact on MBOG of claims of aboriginal title is unknown. Aboriginal people have claimed aboriginal
title and rights to a substantial portion of western Canada. MBOG is unable to assess the effect, if any, that any such
claim would have on the business and operations of MBOG.
Hedging limits participation in commodity price increases and increases counterparty credit risk exposure.
MBOG periodically enters into hedging activities with respect to a portion of its production to manage exposure to
oil and gas price volatility. To the extent that MBOG engages in price risk management activities to protect itself
from commodity price declines, MBOG may be prevented from fully realizing the benefits of commodity price
increases above the prices established by its hedging contracts. In addition, the hedging arrangements of MBOG
may expose it to the risk of financial loss in certain circumstances, including instances in which the contract
counterparties fail to perform under the contracts.
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MBOG depends upon its management team and its operations require it to attract and retain experienced
technical personnel.
MBOG Shareholders are entirely dependent on the management of MBOG with respect to the acquisition of oil and
gas properties and assets, the development and acquisition of additional reserves and the management and
administration of all matters relating to MBOG's oil and natural gas properties. The loss of the services of key
individuals who currently comprise the management team could have a detrimental effect on MBOG.
MBOG may be the subject of litigation.
From time to time, MBOG may be the subject of litigation. Claims under such litigation may be material. The types
of claims MBOG may face include, without limitation, claims for breach of contract, environmental damage,
negligence, product liability, tax, patent infringement and employment matters. The outcome of any such litigation
is not certain, but may materially impact MBOG's financial condition or results of operations. MBOG may also be
subject to adverse publicity related to such claims, regardless whether MBOG is ultimately found responsible. In
addition, MBOG may be required to incur significant expenses or devote significant resources defending any such
litigation.
The operations of MBOG may incur substantial costs and liabilities to comply with environmental laws and
regulations.
Many aspects of the oil and natural gas business present environmental risks and hazards, including the risk that
MBOG may be in non-compliance with an environmental law, regulation, permit, licence or other regulatory
approval, possibly unintentionally or without knowledge. Such risks may expose MBOG to fines or penalties,
suspension or revocation of regulatory permits, third party liabilities or to the requirement to remediate or carryout
other actions, the costs of which could be material. The operational hazards associated with possible blowouts,
accidents, oil spills, gas leaks, fires, explosions or other damage to a well, pipeline or facility may require MBOG to
incur costs and delays to undertake corrective actions, and could result in suspension or revocation of regulatory
approvals or environmental or other damage for which MBOG could be liable. Oil and gas operations are also
subject to specific operational risks which may have a material operational and financial impact on MBOG should
they occur, such as drilling into unexpected formations or unexpected pressures, premature decline of reservoirs and
water invasion into producing formations. Compliance with environmental laws and regulations could materially
increase MBOG's costs. We may incur substantial capital and operating costs to comply with increasingly complex
laws covering the protection of the environment and human health and safety.
Potential conflicts of interest for directors and officers of MBOG.
There are potential conflicts of interest to which some of the directors and officers of MBOG will be subject in
connection with the operations of MBOG. Some of the directors and officers are engaged and will continue to be
engaged in the search for oil and natural gas interests on their own behalf and on behalf of other corporations, and
situations may arise where the directors and officers will be in direct competition with MBOG. Conflicts of interest,
if any, which arise will be subject to and be governed by procedures prescribed by the ABCA which require a
director or officer of a corporation who is a party to or is a director or an officer of or has a material interest in any
person who is a party to a material contract or proposed material contract with MBOG, to disclose his interest and to
refrain from voting on any matter in respect of such contract unless otherwise permitted under the ABCA.
MBOG is affected by seasonal weather patterns.
The level of activity in the oil and gas industry is influenced by seasonal weather patterns. Wet weather and spring
thaw may make the ground unstable. Consequently, municipalities and provincial transportation departments
enforce road bans that restrict the movement of rigs and other heavy equipment, thereby reducing activity levels.
Also, certain oil and natural gas producing areas are located in areas that are inaccessible other than during the
winter months because the ground surrounding the sites in these areas consists of swampy terrain. Seasonal factors,
unexpected weather patterns, wildfires and floods may lead to declines in exploration and production activity and
corresponding declines in the demand for crude oil and natural gas.
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Risks Relating to the Arrangement
In addition to the risk factors listed above, MBOG Shareholders should carefully consider the risk factors
relating to the Arrangement under the heading "Risk Factors – Risk Factors Related to the Arrangement" in
the Information Circular.
LEGAL PROCEEDINGS AND REGULATORY ACTIONS
There are no legal proceedings to which MBOG is a party or of which any of MBOG's assets are subject, which are
material to MBOG, and MBOG is not aware of any such proceedings that are contemplated or pending.
There are no regulatory actions imposed upon MBOG, including: (a) penalties or sanctions imposed against MBOG
by a court relating to provincial and territorial securities legislation or by a securities regulatory authority within the
three years immediately preceding the date of this Information Circular; (b) any other penalties or sanctions imposed
by a court or regulatory body against MBOG; or (c) settlement agreements MBOG entered into before a court
relating to provincial and territorial securities legislation or with a securities regulatory authority within the three
years immediately preceding the date of this Information Circular.
INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTION
Except as disclosed in the Information Circular or this Appendix G, none of the directors or officers of MBOG, and
no associate or affiliate of any of them, has or has had any material interest in any transaction or any proposed
transaction which materially affects MBOG or any of its affiliates.
There are potential conflicts of interest to which the directors and officers of MBOG will be subject in connection
with the operations of MBOG. In particular, certain of the directors and officers of MBOG are involved in
managerial or director positions with other oil and gas companies whose operations may, from time to time, be in
direct competition with those of MBOG or with entities which may, from time to time, provide financing to, or
make equity investments in, competitors of MBOG. Conflicts, if any, will be subject to the procedures and remedies
available under the ABCA. The ABCA provides that in the event that a director has an interest in a contract or
proposed contract or agreement, the director shall disclose his interest in such contract or agreement and shall refrain
from voting on any matter in respect of such contract or agreement unless otherwise provided by the ABCA.
MATERIAL CONTRACTS
The only material contracts entered into by MBOG and affecting MBOG, during the past two years or to which any
of them will become a party on or prior to the Effective Date, other than during the ordinary course of business, are
as follows:
1.

the Arrangement Agreement;

2.

the JOG Investment Agreement; and

3.

the MBOG Credit Facility.

Copies of these agreements may be inspected at the head office of MBOG at Suite 1050, 605 – 5th Avenue S.W.,
Calgary, Alberta during normal business hours from the date of the Information Circular until the completion of the
Arrangement.
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AUDITORS, TRANSFER AGENT AND REGISTRAR
The auditors of MBOG are PricewaterhouseCoopers LLP, Chartered Professional Accountants, in Calgary, Alberta,
and were appointed on November 22, 2016.
DLA Piper (Canada) LLP, at its principal offices at 1000, 250 2nd Street S.W., in Calgary, Alberta is the registrar
and transfer agent for the MBOG Shares.
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SCHEDULE A
MBOG FINANCIAL STATEMENTS AND MANAGEMENT'S DISCUSSION AND ANALYSIS
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Management Discussion and Analysis
MANAGEMENT’S DISCUSSION AND ANALYSIS
This Management’s Discussion and Analysis (MD&A) was prepared on and is dated as at September 11, 2018 and is
Management’s assessment of the results of operations and of the financial position of Mount Bastion Oil & Gas Corp. (“Mount
Bastion” or the “Company”) for the three (“Q2 17/18”) and six months (“YTD 17/18”) ended June 30, 2018, and should be read
in conjunction with the Company’s unaudited condensed interim financial statements (the “Interim Financial Statements”) and
related notes as at and for the three and six months ended June 30, 2018 and 2017.
Basis of presentation
Financial data presented has been prepared in accordance with International Financial Reporting Standards (“IFRS”) and is
presented in Canadian dollars. Mount Bastion is engaged in the exploration, development and production of crude oil and
associated natural gas in the Red Earth Creek, Alberta area. The Company was incorporated under the Business Corporations
Act (Alberta) on November 3, 2015. The Company commenced operations on April 15, 2016 with the acquisition of assets.
HIGHLIGHTS
During Q2 2018, the Company generated Adjusted funds from operations of $21.1 million ($0.13/share) a 66% increase over
Q1 2018 and 89% higher than Q2 17. The significant increase in Adjusted funds from operations was largely a function of
record production levels which averaged 6,089 boepd during Q2 18 with peak rates of over 6,500 boepd reached during May
2018. The increased production was coupled with higher commodity prices with WTI averaging $67.88/bbl, an 8% increase
over Q1 18.
Net operating income for the three and six months ended June 30, 2018 was $25.9 million ($0.16/share or $46.68/boe) and
$42.2 million ($0.26/share or $41.60/boe) respectively. The Company’s netbacks dramatically increased during Q2 18 as
higher production and higher realized oil prices were combined with relatively fixed operating costs which decreased the
operating costs per boe.
The Company financed its ambitious 2018 capital program, to date, utilizing the strength of its balance sheet and remains
undrawn on its $30 million credit facility as at June 30, 2018. Since acquisition of the Red Earth assets in April 2016, the
Company has grown production by over 50% from within working capital and funds from operations.
In May 2018, the Company commenced a process to review potential liquidity alternatives. As a result of this fulsome process,
the Company signed a definitive Arrangement Agreement with Surge Energy Inc on September 5, 2018. Total consideration
for the deal is $320 million of which $145 million is payable in cash consideration along with 75,431,034 of Surge Energy Inc
shares. In accordance with the Arrangement Agreement, the Officers, Directors and largest shareholders executed Lock-up
Agreements totaling approximately 70% of the Mount Bastion shares in support of the transaction with is anticipated to close
in October 2018 subject to approval of Mount Bastion shareholders and the issuance of Surge shares to Mount Bastion
Shareholders. The transaction is also subject to, among other things, the receipt of court approval and other customary
closing conditions.
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FINANCIAL AND OPERATING HIGHLIGHTS
The following MD&A presents the results of the three and six months ended June 30, 2018 and 2017
(000's, except per share amounts)

Q2 18

Q2 17

YTD 18

YTD 17

Financial
Oil and natural gas revenues
Adjusted funds from operations (1)
Per share - basic
Per share - diluted
Net income (loss)
Per share - basic
Per share - diluted
Capital expenditures
Working capital
Debt
Shareholders' equity

$
$
$
$

43,394
21,092
0.13
0.12
6,174
0.04
0.04
5,774
483
171,255

$
$
$
$

22,356
11,152
0.07
0.07
2,931
0.02
0.02
5,289
20,022
165,112

$
$
$
$

75,844
33,764
0.21
0.19
5,557
0.03
0.03
47,038
483
171,255

$
$
$
$

45,515
21,050
0.13
0.13
6,133
0.04
0.04
23,825
20,022
165,112

Share Data
For the period-ended
Weighted average - basic
Weighted average - diluted

162,740,000
173,282,820

162,940,000
168,263,196

162,740,000
173,282,820

162,796,906
168,120,102

Operating

Production
Oil & condensate (bbls/d)
Other NGLs (bbls/d)
Natural gas (mcf/d)
Total (boe/d)
Average wellhead prices
Natural gas ($/mcf)
Crude oil ($/bbl)
NGLs ($/bbl)
Combined average ($/boe)
Royalties
Operating expenses net of processing income
Transportation expenses
Environmental expenses
Operating netback
Realized gain (loss) on financial instruments
Cash G&A
Cash finance expenses
Current taxes
Cash flow netback (1)
Unrealized gain (loss) on financial derivative instruments
DD&A
Accretion
Share-based compensation
Deferred income taxes
Net income

Q2 18

Q2 17

YTD 18

YTD 17

5,864
118
641
6,089

3,853
163
625
4,120

5,401
110
532
5,600

3,884
167
597
4,150

$

1.57
80.38
38.23
78.32
(10.45)
(15.81)
(5.39)
46.68
(6.70)
(1.17)
0.01
(0.75)
38.07
(3.31)
(21.32)
(0.67)
(0.72)
(0.91)
11.14

$

2.81
62.08
28.92
59.63
(10.75)
(15.99)
(4.49)
3.43
31.83
(2.11)
0.03
29.75
2.66
(20.40)
(0.85)
(1.96)
(1.37)
7.82

$

2.06
76.60
38.09
74.83
(9.94)
(17.16)
(5.25)
(0.88)
41.60
(5.68)
(0.95)
0.06
(1.73)
33.30
(4.57)
(21.12)
(0.72)
(0.81)
(0.61)
5.48

$

2.79
63.00
30.60
60.59
(9.96)
(17.31)
(4.51)
1.71
30.52
(1.80)
0.03
(0.72)
28.03
5.21
(20.49)
(0.85)
(1.86)
(1.87)
8.17

$

Q2 18
43,394

$

Q2 17
22,356

$

YTD 18
75,844

$

YTD 17
45,515

$

$

$

$

$

$

$

$

$

$

$

$

Net Operating Income
($000s)
Revenue
Less
Royalties
Transportation expense
Operating and Environmental expense
Net Operating Income
(1)

$

(5,789)
(2,984)
(8,758)
25,863

$

(4,031)
(1,685)
(4,708)
11,932

$

(10,073)
(5,315)
(18,282)
42,174

$

(7,483)
(3,389)
(11,721)
22,922

Management uses Adjusted funds from operations (cash flow from operating activities before changes in non-cash
working capital and decommissioning expenditures) and Cash flow netback (Adjusted funds from operations expressed
on a per boe basis) to analyze operating performance and does not have standardized meaning prescribed by IFRS
and, therefore may not be comparable with the calculation of similar measures of other entities. See Non-GAAP
measures for further details
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NON-GAAP MEASURES
Within the MD&A references are made to terms commonly used in the oil and gas industry. Adjusted funds from operations,
adjusted funds from operations per share, operating netbacks, net operating income, net surplus or debt and working capital
are not defined by GAAP in Canada and are referred to as non-GAAP measures. Adjusted funds from operations per share is
calculated based on the weighted average number of common shares outstanding consistent with the calculation of net income
per share. Net operating income equals total petroleum and natural gas sales net of royalties less operating (net of processing
income) and transportation expenses. Operating netbacks are calculated as net operating income per boe of production. Cash
flow netback equals operating netbacks described above less cash general and administrative expenses, cash financing
expenses, the realized gain (loss) on financial derivative instruments and current taxes. Management utilizes these measures to
analyze operating performance. Adjusted funds from operations is not intended to represent operating profit for the period nor
should it be viewed as an alternative to operating profit, net income, cash flow from operating activities or other measures of
financial performance calculated in accordance with GAAP. Adjusted funds from operations is commonly referred to as cash flow
and is used to value and compare oil and gas companies and is frequently included in research to provide investment
recommendations. Total barrels of oil equivalent (“boe”) are calculated by multiplying the average daily production by the
number of days in the period. Working capital refers to the Company’s current assets less current liabilities, excluding the current
portion of financial derivative instruments.
The following table reconciles cash flow from operating activities to adjusted funds from operations which is used in the MD&A:
($000s)
Adjusted Funds from Operations
Decommissioning expenditures
Change in non-cash working capital
Cash flow from operating activities

$

$

Q2 18
21,092
(103)
(4,034)
16,955

$

$

Q2 17
11,152
(472)
10,680

$

$

YTD 18
33,764
(258)
(9,004)
24,502

$

$

YTD 17
21,050
(19)
(672)
20,359

Boe Presentation – derived by converting gas to oil at the ratio of six thousand cubic feet of gas to one barrel of oil.
PRODUCTION
The Company’s operations are located in Red Earth Creek of Northern Alberta with wells producing light oil primarily from the
Slave Point and Granite Wash formations. The core fields of Sawn Lake, Evi/Otter and Red Earth within the Red Earth Creek,
Alberta area have significant centralized operated pipeline connected facilities.
During the three and six months ended June 30, 2018 production averaged 6,089 and 5,600 boe per day respectively. Production
mix during the three and six months ended was approximately 99% liquids and 1% natural gas volumes. Production volumes
were significantly higher during Q2 18 and YTD 18 compared with Q2 17 and YTD 17 due to significant incremental production
from the wells drilled in 2017 along with incremental production from 14 wells from the Q4 17 and Q1 18 drilling campaign.
The following table outlines Mount Bastion’s average production volumes for the periods indicated:
Production
Oil & Condensate (bbls/d)
Other NGLs (bbls/d)
Natural Gas (mcf/d)
Total (boe/d)
Oil & liquids weighting

Q2 18
5,864
118
641
6,089
98%

Q2 17
3,853
163
625
4,120
97%

YTD 18
5,401
110
532
5,600
98%

YTD 17
3,884
167
597
4,150
98%

PETROLEUM SALES AND REALIZED PRICES
The Company’s property produces predominately light oil and has associated natural gas and NGL production. Revenue for the
three and six months ended June 30, 2018 was $43.4 million and $75.8 million respectively. Approximately 98% of sales
revenue is from light oil where pricing correlates with the Canadian Light index pricing. For the six month period ended June
30, 2018 Mount Bastion’s realized oil price was $76.60 per bbl which was on par with the Canadian Light index price of $76.40
per bbl.
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Mount Bastion`s Realized Prices
Oil & Condensate ($/bbl)
NGLs ($/bbl)
Natural gas ($/mcf)
Total ($/boe)
Benchmark Prices
WTI Oil ($US/bbl)
Cdn/US average exchange rate
WTI Oil ($CDN/bbl)
MSW Edmonton ($CDN/bbl)
AECO 5A ($/mcf)

$

$
$

Petroleum Sales (000s)
Oil & Condensate
Other NGLs
Natural Gas
Total

$

$

Q2 18
80.38
38.23
1.57
78.32
67.88
1.29
87.56
80.62
1.26

Q2 18
42,891
411
92
43,394

$

$
$

$

$

Q2 17
62.08
28.92
2.81
59.63
48.27
1.34
64.90
61.87
2.94

Q2 17
21,767
429
160
22,356

$

$
$

$

$

YTD 18
76.60
38.09
2.06
74.83
65.38
1.28
83.69
76.40
1.72

YTD 18
74,885
761
198
75,844

$

$
$

$

$

YTD 17
63.00
30.60
2.79
60.59
50.02
1.33
66.70
62.89
2.89

YTD 17
44,288
925
302
45,515

ROYALTIES
Royalties for the three and six months ended June 30, 2018 totalled $5.8 million and $10.1 million respectively (13% of sales).
The Company’s wells are predominately on Crown lands, under various Alberta Crown royalty programs based on the type of
well and spud dates. Royalties during the Q2 18 and YTD 18 decreased from the comparable periods primarily because of the
5% royalty incentive associated with the new wells which commenced production subsequent to June 30, 2017.
The following table outlines the Company’s royalties for the periods indicated:
Royalties (000s)
Total
Total % of Revenue
Total ($/boe)

$
$

Q2 18
5,789
13.3
10.45

$
$

Q2 17
4,031
18.0
10.75

$
$

YTD 18
10,073
13.3
9.94

$
$

YTD 17
7,483
16.4
9.96

OPERATING AND TRANSPORTATION EXPENSES
Operating expenses net of third party processing income excluding environmental expense totalled $8.8 million ($15.81 per
boe) and $17.4 million ($17.16 per boe) for the three and six months ended June 30, 2018. This includes expenditures mainly
related to field labor, well servicing, chemicals, repairs and maintenance and property taxes. Operating expenses will be
impacted not only by production volumes, but also scheduled and unscheduled downtime. A significant percentage of the
Company’s operating expenses are relatively fixed in nature which allows the Company to add incremental production volumes
without a corresponding increase in expenses.
Transportation expenses mainly consist of pipeline transport and clean oil trucking costs in Red Earth. Transportation expenses
for Q2 18 were $5.39 per boe and $5.25 per boe for the six month period ended June 30, 2018. Increased transportation
expenses during the three and six months periods ended June 30, 2018 are primarily a function of acquisitions, increased
pipeline tariffs and the location of production additions in areas with moderately higher pipeline tariffs.
During Q2 2018, the Company completed pipeline construction within Sawn Lake which will lower the operating costs associated
with the incremental production during subsequent quarters.
Since acquiring the core properties in April 2016, the Company has installed 60 km of corrosion resistant material in new
and existing pipelines with the focus to date on Sawn Lake. Upon completion of one additional project by the end of Q3
2018, which involves lining an additional 5.7 km of pipeline with corrosion resistant materials, the Company will have lined
all the main gathering lines in the Sawn Lake field, which the Company believes will significantly reduce risk of future
environmental expenses.
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The following table outlines the Company’s operating and transportation expenses:

Operating & Transportation Expenses (000s)
Processing Income
Operating
Transportation
Total
Environmental
Total
Operating net of processing income ($/boe)
Transportation ($/boe)
Environmental ($/boe)
Total ($/boe)

$

$
$

$

Q2 18
(480)
9,238
2,984
11,742
11,742
15.81
5.39
21.19

$

$
$

$

Q2 17
(633)
6,626
1,685
7,678
(1,285)
6,393
15.99
4.49
(3.43)
17.05

$

$
$

$

YTD 18
(992)
18,378
5,315
22,701
896
23,597
17.16
5.25
0.88
23.29

YTD 17
(1,264)
14,270
3,389
16,395
(1,285)
15,110
17.31
4.51
(1.71)
20.11

$

$
$

$

GENERAL & ADMINISTRATIVE EXPENSES
Gross general and administrative (“G&A”) and total cash G&A expenses for the three and six month periods ended June 30,
2018 consist of expenditures incurred to effectively staff and manage the business. Net G&A for Q2 18 and YTD 18 were $0.7
million ($1.17 per boe) and $1.0 million ($0.95 per boe) respectively. During YTD 18, G&A was lower than the comparable
period due to overhead recoveries associated with the large capital program conducted in Q1 18.

General and Administration Expenses (000s)
Gross G&A expenses
Overhead recoveries
G&A
G&A ($/boe)
Share based compensation
Share based compensation ($/boe)

$
$
$

Q2 18
1,009
(358)
651
1.17
398
0.72

$
$
$

Q2 17
1,006
(215)
791
2.11
735
1.96

$
$
$

YTD 18
2,114
(1,149)
965
0.95
817
0.81

$
$
$

YTD 17
2,023
(672)
1,351
1.80
1,396
1.86

FINANCING EXPENSES
The Company’s financing expenses for the six month period ended June 30, 2018 was $0.7 million. Financing expenses relates
primarily to accretion on the Company’s decommissioning liabilities but also includes interest expense, credit facility fees and
bank interest income on cash balances.

Finance Expenses (000s)
Interest
Accretion
Total
Interest ($/boe)
Accretion ($/boe)
Total ($/boe)

$
$
$

Q2 18
(8)
369
361
(0.01)
0.67
0.65

$
$
$

Q2 17
(11)
319
309
(0.03)
0.85
0.82

$
$
$

YTD 18
(65)
732
667
(0.06)
0.72
0.66

$
$
$

YTD 17
(20)
636
618
(0.03)
0.85
0.82

DEPLETION AND DEPRECIATION
Depletion and depreciation (“D&D”) for the three and six month periods ended June 30, 2018 were $11.8 million or $21.32 per
boe and $21.4 million or $21.12 per boe respectively. The Company’s depletion is based on its total proved reserves and
includes $197 million of estimated future development costs.

Depletion & Depreciation (000s)
Depletion & depreciation
Total ($/boe)

$

Q2 18
11,814
21.32

$

Q2 17
7,649
20.40

$

YTD 18
21,406
21.12

$

YTD 17
15,394
20.49

FINANCIAL DERIVATIVE INSTRUMENTS
Due to the volatile nature of natural gas and oil commodity prices, the Company is potentially exposed to adverse consequences
if commodity prices decline. The Company is exposed to commodity price movements as part of its operations, particularly in
relation to the prices received for its oil production. Oil prices are sensitive to numerous worldwide factors, many of which are
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beyond the Company’s control. Changes in global supply and demand fundamentals in the oil and gas market and geopolitical
events can significantly affect oil and gas prices. Consequently, these changes could also affect the value of the Company’s
properties, the level of spending for exploration and development and the ability to meet obligations as they come due. The
Company’s oil production is sold under short-term contracts, exposing it to the risk of near-term price movements.
It is the Company’s policy to economically hedge a portion of its crude oil sales through the use of financial derivative
instruments. The Company does not apply hedge accounting to these contracts.
Unrealized and realized loss on financial derivative instruments for Q2 18 was $5.5 million and $10.4 million for YTD 18. The
unrealized and realized losses relates to impact on the fair value of derivative instruments caused by the significant increase of
forecasted WTI prices for the fiscal 2018 period which occurred during December 2017 and has continued through to June,
2018.

Financial Derivative Instruments
(000s)
Realized gain (loss)
Unrealized gain (loss)
Total
Realized gain (loss) ($/boe)
Unrealized gain (loss) ($/boe)
Total

Q2 18
$
$

$

Q2 17

(3,715)
(1,832)
(5,547)
(6.70)
(3.31)
(10.02)

$
$

$

YTD 18

997
997
2.66
2.66

$
$

$

YTD 17

(5,752)
(4,632)
(10,384)
(5.68)
(4.57)
(10.25)

$
$

$

3,913
3,913
5.21
5.21

As at June 30, 2018 and September 11, 2018 the company had the following hedging instruments in place:
Crude oil contracts- (Costless Collars)
Period
Nov 2017 - Dec 2018
Nov 2017 - Dec 2018
Jan 2018 - Dec 2018

Volume
1,200 bbl/d
400 bbl/d
650 bbl/d

Put Acquired/Call Sold
$55.00/$68.00
$55.00/$70.00
$55.00/$72.00

Reference
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX

TAXES
A current tax provision of $1.8 million has been recorded for the six month period ended June 30, 2018. As at June 30, 2018,
the Company has accrued taxes payable of $2.8 million related to its estimate of taxes owing for the first nine-month period of
its taxation year end of September 30, 2018.
For Q2 18, the Company recorded a deferred tax expense of $0.5 million primarily related to changes in financial derivatives
value as well as the timing difference between accounting and tax depletion on the asset base.

Taxes (000s)
Current tax
Deferred tax (benefit)
Total
Current tax ($/boe)
Deferred tax ($/boe)

$
$

Q2 18
413
505
918
0.75
0.91

$
$

Q2 17
514
514
1.37

$
$

YTD 18
1,758
620
2,378
1.73
0.61

$
$

YTD 17
540
1,403
1,943
0.72
1.87

NET INCOME (LOSS) AND ADJUSTED FUNDS FROM OPERATIONS
Net income for Q2 18 was $6.2 million and $5.6 million for YTD 18 compared with net income of $2.9 million and $6.1 million
for the comparable periods ended June 30, 2017. Adjusted funds from operations for Q2 18 was $21.1 million and $33.8 million
for the YTD 18 period, both significantly higher than $11.2 million and $21.0 million for the comparable periods ended June 30,
2017. The higher Adjusted funds from operations in 2018 was due to significant increases in production and realized prices
offset by realized loss on financial instruments.
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Net income (loss) and Adjusted Funds from Operations
(000s)
Net Income (loss)
per share basic and diluted
Adjusted funds from operations
per share basic
per share diluted

$
$

Q2 18
6,174
0.04
21,092
0.13
0.12

$
$

Q2 17
2,931
0.02
11,152
0.07
0.07

$
$

YTD 18
5,557
0.03
33,764
0.21
0.19

YTD 17
6,134
0.04
21,050
0.13
0.13

$
$

CAPITAL EXPENDITURES
For Q2 18 capital expenditures totalled $5.8 million consisting of predominately facility and pipeline upgrades along with
continued well optimization projects. Capital expenditures for YTD 18 totaled $45.7 million which included drilling 10 wells,
completing and equipping 13 wells and installation of major pipeline infrastructure with the goal of reducing the risk of spills in
the future and reducing operating costs.

Capital Expenditures (000s)
Land
Geological and geophysical
Drilling and completions
Facilities and equipment
Capital workovers
Office and other
Capital Expenditures
Acquisitions
Total Capital Expenditures
Exploration and evaluation expenditures
Property, plant and equipment expenditures
Acquisitions
Total Capital Expenditures

$

$
$
$

$

Q2 18
235
130
884
2,717
1,830
(22)
5,774
5,774
365
5,409
5,774

$

$
$
$

$

Q2 17
96
485
367
2,308
2,012
4
5,272
17
5,289
581
4,691
17
5,289

YTD 18
455
295
32,345
9,329
3,268
61
45,753
1,285
47,038

$

$
$
$

750
45,003
1,285
47,038

$

$

$
$
$

$

YTD 17
160
648
13,216
6,301
3,331
133
23,789
36
23,825
808
22,981
36
23,825

ACQUISITIONS
On February 1, 2018 Mount Bastion closed an acquisition of light oil assets in the Red Earth, Alberta area from a smaller joint
venture partner of approximately 65 boepd. The property acquisition has been accounted for as a business combination under
IFRS 3. The effective date was October 1, 2017.
Net assets acquired (000s)
Property, plant and equipment
Decommissioning liabilities

$

Consideration for the acquisition (000s)
Cash

$

1,496
(211)
1,285

$

1,285

EQUITY
As at June 30, 2018 and September 11, 2018 there were 162,740,000 common shares outstanding.

Share Information
Common Shares Outstanding
Weighted average shares outstanding
Basic
Diluted

Q2 18
162,740,000

Q2 17
162,940,000

YTD 18
162,740,000

YTD 17
162,940,000

162,740,000
173,282,820

162,940,000
168,263,196

162,740,000
173,282,820

162,796,906
168,120,102

Excluded from the calculation of diluted weighted average shares at June 30, 2018 were 12,610,903 performance warrants
which were anti-dilutive (2017 215,000 options and 24,088,650 performance warrants excluded which were anti-dilutive).
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CAPITAL RESOURCES

Mount Bastion has a credit facility of $30 million comprised of a $10 million non-syndicated operating facility and a $20 million
syndicated extendible revolving facility. Repayments of principal are not required provided that the borrowings under the credit
facility do not exceed the authorized borrowing amount and the Company is in compliance with all covenants, representations
and warranties. The Company is in compliance with its covenants and was un-drawn on the facility at June 30, 2018.
The authorized borrowing base is subject to interim and annual reviews by the financial institutions. In May 2018, the credit
facility was amended to provide a borrowing base of $130 million while the committed amounts remained at $30 million to
reduce carrying costs. The Company has the ability to increase the committed amount to the borrowing base amount, subject
to lender approvals.
The facility is available by way of banker’s acceptance (“BA”) and prime rate loans. Advances under the credit facility bear
interest at the bank’s prime rate or BA rates plus fees between 0.75% and 3.5%, based on the Company’s net debt to cash flow
ratio.
The credit facility is secured by a general security agreement and a first floating charge debenture in the amount of $200 million
covering all the Company’s assets.
The Company anticipates it will have adequate liquidity to fund forecast capital expenditures through a combination of existing
working capital, cash flow and drawings under its credit facility, taking into consideration the investment opportunities presented.
The annual and updated budgets are reviewed and approved by the Board of Directors. The Company is able to modify its
capital program in response to changes in commodity prices and other external factors.
SUPPLEMENTAL INFORMATION
Financial – Quarterly extracted information
2018
(000s) except per share amounts
Oil and Gas Sales

2017

Q2
$

Q1
43,394

$

Q4
32,450

$ 30,477

Q3
$ 23,373

2016
Q2
$ 22,356

Q1
$ 23,159

Q4
$ 22,776

Q3
$ 19,691

Average Daily Production
Crude Oil (bbls/d)
NGLs (bbls/d)
Natural Gas (mcf/d)

5,864
118
641

4,932
101
422

4,746
111
431

4,405
122
618

3,853
163
625

3,915
171
569

3,888
169
592

3,845
169
668

Total (boe/d)

6,089

5,103

4,929

4,630

4,120

4,181

4,156

4,125

Net Income (Loss)
Per Share - Basic
Per Share - Diluted

$
$
$

6,174
0.04
0.04

$
$
$

Funds from Operations
Per Share - Basic
Per Share - Diluted

$
$
$

21,092
0.13
0.12

$
$
$

Weighted average shares - basic
Weighted average shares - diluted
Capital expenditures

162,740,000
173,282,820
$

5,774

(617)
(0.00)
(0.00)
12,672
0.08
0.07
162,740,000
173,303,778
$41,264

$
$
$

(596)
(0.00)
(0.00)

$ 13,935
$
0.09
$
0.08

$
$
$

(500)
(0.00)
(0.00)

$ 10,338
$
0.06
$
0.06

$ 2,931
$ 0.02
$ 0.02

$ 3,203
$ 0.02
$ 0.02

$ (2,009)
$ (0.01)
$ (0.01)

$
$
$

(872)
(0.01)
(0.01)

$ 11,152
$ 0.07
$ 0.07

$ 9,898
$ 0.06
$ 0.06

$ 7,508
$ 0.05
$ 0.05

$ 7,558
$ 0.05
$ 0.05

162,740,000 162,940,000 162,940,000 162,652,222 162,590,000 162,313,043
167,990,992 168,263,196 168,263,196 162,652,222 162,590,000 162,313,043
$13,795

$16,133

$5,289

$18,536

$16,234

$1,911

Oil and gas sales increased significantly since Q3 17 due to growing production and increasing realized sales prices after a period
of consistent sales from Q3 16 through Q2 17. Production was relatively stable between Q2 16 and Q2 17 through the Company’s
field optimization projects. During Q3 17 and Q2 18, the Company added material production with new wells contributing
significant incremental production in addition to the stable, low decline base production.
Fluctuations in net income (loss) since Q4 16 are primarily associated with realized and unrealized gains/losses of financial
derivative instruments.
Adjusted Funds from operations has increased since Q2 16 reflecting increases in commodity prices, production and decreases
in the cost structure of operations which resulted in a current peak of $21.1 million in Q2 18.
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Q2 16 operations reflect only results from the period April 15, 2016, the date on which the acquisition of the Red Earth Creek
assets closed. In addition, the Company incurred closing and transaction costs associated with the acquisition and related
financing.
OFF BALANCE SHEET TRANSACTIONS
Mount Bastion does not have any financial arrangements that are excluded from the Interim Financial Statements as at June
30, 2018, nor are any such arrangements outstanding as of the date of this MD&A.
CRITICAL ACCOUNTING ESTIMATES
The preparation of financial statements in accordance with IFRS requires management to make certain judgments and estimates.
Due to the timing of when activities occur compared to the reporting of those activities, management must estimate and accrue
operating results and capital spending. Changes in these judgments and estimates could have a material impact on our financial
results and financial condition. The key sources of uncertainty were the same as those that applied to the audited financial
statements for the year ended December 31, 2017. Actual results may differ from current estimates.
CHANGES IN ACCOUNTING POLICY
All accounting policies and methods of computation followed in the preparation of the Interim Financial Statements are
consistent with those of the previous financial year, with the exception of the changes noted below.
Adoption of IFRS 9, “Financial Instruments”
Effective January 1, 2018, Mount Bastion adopted IFRS 9 Financial Instruments ("IFRS 9"), which replaced IAS 39 Financial
Instruments: Recognition and Measurement ("IAS 39"). The retrospective adoption of IFRS 9 did not have a material impact
on the Corporation's financial statements.
IFRS 9 contains three principal classification categories for financial assets: measured at amortized cost; fair value through
other comprehensive income (“FVOCI”); or fair value through profit or loss (“FVTPL”). The classification of financial assets
under IFRS 9 is generally based on the business model in which a financial asset is managed and its contractual cash flow
characteristics. IFRS 9 eliminates the previous IAS 39 categories of held to maturity, loans and receivables and available for
sale. IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial liabilities. Cash and cash
equivalents, accounts receivable, accounts payable and accrued liabilities and debt continue to be measured at amortized cost
and are now classified as "amortized cost”. There were no changes to Mount Bastion’s classifications of its financial instrument
assets and liabilities as FVTPL. Mount Bastion has not designated any financial instruments as FVOCI, nor does Mount Bastion
use hedge accounting.
Impairment of Financial Assets IFRS 9 replaces the “incurred loss” model in IAS 39 with an “expected credit loss” model. The
new impairment model applies to financial assets measured at amortized cost, and contract assets and debt investments
measured at FVOCI. Under IFRS 9, credit losses will be recognized earlier than under IAS 39. The application of the new
expected credit loss model did not have a material impact on Mount Bastion's financial assets. As at June 30, 2018, 89% of
Mount Bastion's receivables were from oil and natural gas marketers which are collected by Mount Bastion on the 25th of the
month following production and the remaining 11% of receivables were from joint operations partners. As the operator of
properties, Mount Bastion has the ability in most instances to withhold production from joint operations partners, in default
in amounts owing. Prior credit losses in the collection of accounts receivable by Mount Bastion have been negligible and the
Company does not anticipate any significant future credit losses based on forward looking information. Accordingly, no
significant provision has been recorded for expected credit losses.
Adoption of IFRS 15, “Revenues from Contract with Customers”
IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) was issued by the IASB in May of 2014 and replaces IAS 18
Revenue, IAS 11 Construction Contracts, and related interpretations effective for reporting periods beginning on or after
January 1, 2018. IFRS 15 specifies how and when an IFRS reporter will recognize revenue as well as requiring more
informative, relevant disclosures. The new standard provides a single, principles-based five-step analysis of transactions to
determine the nature of an entity's obligation to perform and whether, how much and when revenue is recognized. New
estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing of revenue
recognized. The new standard only affects contracts with customers and does not apply to insurance contracts, financial
instruments or lease contracts, which fall in the scope of other IFRSs. Mount Bastion adopted IFRS 15 effective January 1,
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2018. Mount Bastion has applied IFRS 15 to all of its contracts with customers using the modified retrospective approach.
Under this method, prior period financial statements have not been restated. Mount Bastion’s management reviewed its
revenue streams and major contracts with customers using the IFRS 15 principles-based five-step model and concluded there
were no material changes to its net income or in the timing of when production revenue and processing income is recognized.
As a result, no adjustments were required in the January 1, 2018 opening statement of financial position. The adoption of
IFRS 15 does however result in new disclosure requirements.
Future Changes in Accounting Policies, IFRS 16,”Leases”
In January 2016, the IASB issued IFRS 16 Leases, which replaces IAS 17 Leases. For lessees applying IFRS 16, a single
recognition and measurement model for leases would apply, with required recognition of assets and liabilities for most leases.
The standard will come into effect for annual periods beginning on or after January 1, 2019, with earlier adoption permitted
if the entity is also applying IFRS 15 Revenue from Contracts with Customers. The standard is required to be adopted either
retrospectively or using a modified retrospective approach. The Company is currently evaluating the impact of the standard
on its financial statements.
FORWARD-LOOKING INFORMATION AND STATEMENT
Certain statements contained in this MD&A may constitute forward-looking statements. These statements relate to future
events or the Company's future performance. All statements, other than statements of historical fact, may be forwardlooking statements. Forward-looking statements are often, but not always, identified by the use of words such as “seek”,
“anticipate”, “plan”, “continue”, “estimate”, “expect”, “may”, “will”, “project”, “predict”, “propose”, “potential”, “targeting”,
“intend”, “could”, “might”, “should”, “believe” and similar expressions. 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.
The Company believes that the expectations reflected in those forward-looking statements are reasonable but no assurance
can be given that these expectations will prove to be correct. Forward-looking statements included in this MD&A should not
be unduly relied upon by investors as actual results may vary. These statements speak only as of the date of this MD&A and
are expressly qualified, in their entirety, by this cautionary statement.
In particular, this MD&A may contain forward-looking statements pertaining to: capital expenditure programs; development of
resources; treatment under governmental regulatory and taxation regimes; expectations regarding the Company's ability to
raise capital; expenditures to be made by the Company to meet certain work commitments; and work plans to be conducted by
the Company.
With respect to the forward-looking statements listed above and contained in this MD&A, the Company has made assumptions
regarding, among other things: the legislative and regulatory environment; the impact of increasing competition; unpredictable
changes to the market prices for oil and natural gas; costs related to the development of the Company’s oil and gas properties
(that they will remain consistent with historical experience); the anticipated results of exploration activities; and the Company's
ability to obtain additional financing on satisfactory terms.
The Company's actual results could differ materially from those anticipated in these forward-looking statements as a result of
the following risk factors and elsewhere in this MD&A: volatility in the market prices for oil and natural gas; uncertainties
associated with estimating resources; geological, technical, drilling and processing problems; liabilities and risks, including
environmental liabilities and risks, inherent in oil and natural gas operations; fluctuations in currency and interest rates; incorrect
assessments of the value of acquisitions; unanticipated results of exploration activities; competition for, among other things,
capital, reserves, undeveloped lands and skilled personnel; and unpredictable weather conditions.
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The Company’s actual results could differ materially from those anticipated in these forward-looking statements as a result of
the risk factors set forth above. The reader is cautioned not to place undue reliance on these forward-looking statements as
there can be no assurance that such plans, intentions or expectations upon which they are based will occur. The forward-looking
statements contained herein are expressly qualified in their entirety by this cautionary statement. The forward-looking
statements included in this MD&A are made as of the date of this MD&A and state no obligation to publicly update such forwardlooking statements to reflect new information, subsequent events or otherwise, except as required by applicable securities laws.

Curt Labelle
President

Brad Giblin
Chief Financial Officer

MOUNT BASTION OIL & GAS CORP.
1050, 605 – 5th Avenue SW
Calgary, AB T2P 3H5
Main: 587.393.2777
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Condensed Interim Statements of Financial Position
(unaudited) (000s of Canadian dollars)
June 30,
As at

2018

December 31,
2017

Assets
Current assets:
$

Cash

2,170 $

23,359

Accounts receivable

14,435

Prepaid expenses and deposits
Current assets

2,623

448

19,228

35,307

Deferred tax assets

1,240

1,860

Exploration and evaluation assets (note 4)

5,976

5,604

Property, plant and equipment (note 5, 6)

242,652

214,588

249,868

222,052

269,096 $

257,359

11,500

Non-current assets:

Non-current assets
Total Assets

$

Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities

18,745

21,292

Financial derivative instruments (note 10)
Current liabilities

10,465
29,210

5,832
27,124

Non-current liabilities:
Decommissioning liabilities (note 8)
Total Liabilities
Shareholders' equity:

68,631

65,354

97,841

92,478

162,628

162,628

Contributed surplus

3,868

3,051

Retained Earnings/(Deficit)

4,759

Share capital (note 9)

Total Shareholders' Equity
Total Liabilities and Shareholders' Equity

$

The accompanying notes are an integral part of these condensed interim financial statements
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Condensed Interim Statements of Income and
Comprehensive Income
Three Months Ended June 30
2018

(unaudited)(000's) of Canadian dollars except per share amounts)

Six Months Ended June 30

2017

2018

2017

Revenue
Petroleum and natural gas sales (note 11)

$

43,394

$

(5,789)

Royalties

22,356 $
(4,031)

75,844

$

(10,073)

45,515
(7,483)

480

633

992

1,264

Revenue

38,085

18,958

66,763

39,296

Gain (loss) on financial derivative instruments (note 10)
Revenue and other gain (losses)

(10,384)

3,913

32,538

19,955

56,379

43,209

Operating

9,238

5,341

19,274

12,985

Transportation

2,984

1,685

5,315

3,389

General and administrative

651

791

965

1,351

Share-based compensation (note 9)

398

735

817

1,396

Finance

361

309

667

618

11,814

7,649

21,406

15,394

25,446

16,510

48,444

35,133

7,092

3,445

7,935

8,076

413

-

1,758

540

505

514

620

1,403

918

514

2,378

1,943

5,557

Processing Income

(5,547)

997

Expenses

Depletion and depreciation
Income before taxes
Income Taxes
Current
Deferred tax (recovery)

Net income and comprehensive income

$

6,174

$

2,931 $

$

0.04

$

0.02 $

$

6,133

0.03 $

0.04

Net income per share:
Basic & diluted (note 9)

The accompanying notes are an integral part of these condensed interim financial statements
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Condensed Interim Statements of Changes in Equity
(unaudited) (000s of Canadian dollars except number of common shares)
Number of
Common
Shares

Number of
Special
Shares

Share
Capital

Contributed
Surplus

Total
Equity

Deficit

Balance December 31, 2016
Issue of common shares

162,590,000

27,550,000

162,518

591

350,000

-

350

-

-

350

Share issue costs
Cancellation of special shares

-

-

(40)

-

-

(40)

-

-

-

-

Share-based compensation

-

-

1,396

-

1,396

Net Income

-

(27,550,000)
-

-

-

Balance June 30, 2017

162,940,000

Balance December 31, 2017
Share-based compensation
Net income

162,740,000
-

-

-

-

Balance June 30, 2018

162,740,000

-

-

-

(5,835)

-

157,274

6,133

6,133

$

162,827

$

1,987

$

298

$

165,113

$

162,628
-

$

3,051
817

$

(798)
-

$

164,882
817

162,628

-

5,557

5,557

3,868

4,759

171,255

The accompanying notes are an integral part of these condensed interim financial statements
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Condensed Interim Statements of Cash Flows
Three Months Ended June 30
(unaudited)(000s of Canadian dollars)
Cash provided by (used in)

Six Months Ended June 30

2018

2017

2018

6,174 $

2,931 $

5,557 $

2017

Operations
Net income (loss)

$

6,133

Items not involving cash:
Depletion and depreciation (note 6)

11,814

7,649

21,406

Accretion (note 8)

369

319

732

636

Share-based compensation (note 9)

398

735

817

1,396

Unrealized loss (gain) on financial derivative instruments (note 10)

1,832

Deferred tax (recovery)

505

Decommissioning expenditures (note 8)

(103)

(996)
514
-

4,632
620
(258)

15,394

(3,912)
1,403
(19)

Funds flow from operations

20,989

11,152

33,506

21,031

Change in non-cash working capital (note 12)

(4,034)
16,955

(472)
10,680

(9,004)
24,502

(672)
20,359

Cash flow from operating activities
Financing
Issuance of common shares

-

-

-

350

Share issue costs

-

150
150

-

(40)
(200)
110

Change in non-cash working capital
Cash flow from financing activities
Investing
Property, plant and equipment expenditures (note 6)
Exploration and evaluation expenditures (note 4)
Acquisitions (note 5)
Change in non-cash working capital (note 12)
Cash flow used in investing activities

(5,408)
(366)

(4,693)
(580)

(44,989)
(764)

(22,982)
(808)

(19,975)
(25,749)

(16)
(9,951)
(15,240)

(1,285)
1,347
(45,691)

(35)
(2,832)
(26,657)

Changes in cash

(8,794)

(4,410)

(21,189)

(6,188)

Cash beginning of period

10,964

24,603

23,359

26,381

Cash end of period

$

2,170 $

20,193 $

The accompanying notes are an integral part of these condensed interim financial statements
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1.

NATURE OF OPERATIONS
Mount Bastion Oil & Gas Corp. (the “Company” or “Mount Bastion”) was incorporated under the Business Company’s Act
(Alberta) on November 3, 2015. The Company commenced operations on April 15, 2016 with the acquisition of assets.
Its head office is located at Suite 1050, 605 – 5th Avenue SW, Calgary, AB, T2P 3H5. The Company is engaged in the
exploration, development and production of crude oil and associated natural gas in the Red Earth, Alberta area.

2.

BASIS OF PREPARATION
Statement of Compliance and Authorization
The condensed interim unaudited financial statements (hereafter referred to as “Interim Financial Statements”) have been
prepared in accordance with International Accounting Standards 34, “Interim Financial Reporting” of International
Financial Reporting Standards (“IFRS”).
These condensed interim financial statements have been prepared following the same accounting policies and methods
of computation as the annual financial statements of the Company for the year ended December 31, 2017 except as
detailed in note 3. The disclosures provided below are incremental to those included with the annual consolidated financial
statements and certain disclosures, which are normally required to be included in the notes to the annual financial
statements, have been condensed or omitted. These condensed interim financial statements should be read in conjunction
with the Company’s year ended December 31, 2017 financial statements.
The condensed interim financial statements were approved and authorized for issue by Mount Bastion’s Board of Directors
on September 11, 2018

3.

CHANGES IN ACCOUNTING POLICIES
All accounting policies and methods of computation followed in the preparation of these financial statements are consistent
with those of the previous financial year, with the exception of the changes noted below.
Adoption of IFRS 9, “Financial Instruments”
Effective January 1, 2018, Mount Bastion adopted IFRS 9 Financial Instruments ("IFRS 9"), which replaced IAS 39 Financial
Instruments: Recognition and Measurement ("IAS 39"). The retrospective adoption of IFRS 9 did not have a material
impact on the Corporation's financial statements.
IFRS 9 contains three principal classification categories for financial assets: measured at amortized cost; fair value through
other comprehensive income (“FVOCI”); or fair value through profit or loss (“FVTPL”). The classification of financial assets
under IFRS 9 is generally based on the business model in which a financial asset is managed and its contractual cash flow
characteristics. IFRS 9 eliminates the previous IAS 39 categories of held to maturity, loans and receivables and available
for sale. IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial liabilities. Cash and
cash equivalents, accounts receivable, accounts payable and accrued liabilities and debt continue to be measured at
amortized cost and are now classified as "amortized cost”. There were no changes to Mount Bastion’s classifications of its
financial instrument assets and liabilities as FVTPL. Mount Bastion has not designated any financial instruments as FVOCI,
nor does Mount Bastion use hedge accounting.
Impairment of Financial Assets IFRS 9 replaces the “incurred loss” model in IAS 39 with an “expected credit loss” model.
The new impairment model applies to financial assets measured at amortized cost, and contract assets and debt
investments measured at FVOCI. Under IFRS 9, credit losses will be recognized earlier than under IAS 39. The application
of the new expected credit loss model did not have a material impact on Mount Bastion's financial assets. As at June 30,
2018, 89% of Mount Bastion's receivables were from oil and natural gas marketers which are collected by Mount Bastion
on the 25th of the month following production and 11% of receivables were from joint operations partners. As the operator
of properties, Mount Bastion has the ability in most instances to withhold production from joint operations partners, in
default in amounts owing. Prior credit losses in the collection of accounts receivable by Mount Bastion have been negligible
and the Company does not anticipate any significant future credit losses based on forward looking information.
Accordingly, no significant provision has been recorded for expected credit losses.
Adoption of IFRS 15, “Revenues from Contract with Customers”
IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) was issued by the IASB in May of 2014 and replaces IAS 18
Revenue, IAS 11 Construction Contracts, and related interpretations effective for reporting periods beginning on or after
January 1, 2018. IFRS 15 specifies how and when an IFRS reporter will recognize revenue as well as requiring more
informative, relevant disclosures. The new standard provides a single, principles-based five-step analysis of transactions
to determine the nature of an entity's obligation to perform and whether, how much and when revenue is recognized.
New estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing of revenue
recognized. The new standard only affects contracts with customers and does not apply to insurance contracts, financial
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instruments or lease contracts, which fall in the scope of other IFRSs. Mount Bastion adopted IFRS 15 effective January
1, 2018. Mount Bastion has applied IFRS 15 to all of its contracts with customers using the modified retrospective
approach. Under this method, prior period financial statements have not been restated. Mount Bastion’s management
reviewed its revenue streams and major contracts with customers using the IFRS 15 principles-based five-step model and
concluded there were no material changes to its net income or in the timing of when production revenue and processing
income is recognized. As a result, no adjustments were required in the January 1, 2018 opening statement of financial
position. The adoption of IFRS 15 does however result in new disclosure requirements.
Future Changes in Accounting Policies
In January 2016, the IASB issued IFRS 16 Leases, which replaces IAS 17 Leases. For lessees applying IFRS 16, a single
recognition and measurement model for leases would apply, with required recognition of assets and liabilities for most
leases. The standard will come into effect for annual periods beginning on or after January 1, 2019, with earlier adoption
permitted if the entity is also applying IFRS 15 Revenue from Contracts with Customers. The standard is required to be
adopted either retrospectively or using a modified retrospective approach. The Company is currently evaluating the impact
of the standard on its financial statements.
4.

EXPLORATION AND EVALUATION ASSETS
The following reconciles the carrying amounts of exploration and evaluation assets:
(000s)
Balance, beginning of period
Additions
Reclassification to PPE
Balance, end of year

$

$

Six Months Ended June
30, 2018
5,604
764
(392)
5,976

Year Ended December
31, 2017
4,122
1,745
(263)
5,604

Additions in the period are primarily related to the acquisition of seismic data, undeveloped land lease rentals and
capitalized salaries. During the period ended June 30, 2018 and year ended December 31, 2017, there were no indicators
of impairment.
5.

BUSINESS COMBINATION
On February 1, 2018 Mount Bastion closed an acquisition of light oil assets in the Red Earth, Alberta area. The property
acquisition has been accounted for as a business combination under IFRS 3. The effective date was October 1, 2017. The
purchase price was $1.3 million, after adjustments.
Net assets acquired (000s)
Property, plant and equipment
Decommissioning liabilities

$
$

1,496
(211)
1,285

$

1,285

Consideration for the acquisition (000s)
Cash

This purchase price adjustment is preliminary and is subject to adjustments.
The acquired assets have contributed revenue of $0.7 million and operating income of $0.4 million since February 1, 2018.
On a pro-forma basis, had the acquisition closed on January 1, 2018 the assets would have contributed an estimated $0.8
million of revenue and $0.2 million of operating income for the period ended June 30, 2018.
6.

PROPERTY, PLANT AND EQUIPMENT
(000s)
Balance, December 31, 2016
Additions
Acquisitions
Changes in decommissioning provision
Depletion and depreciation
Reclassification from E&E
Balance, December 31, 2017
Additions
Acquisitions
Changes in decommissioning provision
Depletion and depreciation
Reclassification from E&E
Balance, June 30, 2018

$

$

$

Cost
211,948
44,769
9,763
6,237
263
272,980
44,989
1,496
2,593
392
322,450
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Accumulated depletion
and depreciation
(24,953)
(33,439)
(58,392)
(21,406)
(79,798)

Net book Value
186,995
44,769
9,763
6,237
(33,439)
263
214,588
44,989
1,496
2,593
(21,406)
392
242,652
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Additions totalled $45.0 million (including $1.1 million capitalized overhead in 2018; $0.7 million capitalized for 2018)
consisting predominately of drilling 10 wells, completing and equipping 13 wells and installation of major pipeline and
facility infrastructure.
As at June 30, 2018, $196.6 million (December 31, 2017 $200.7 million) of estimated future development costs were
included in costs subject to depletion.
During the period ended June 30, 2018, there were no indicators of impairment (December 31, 2017 no indicators of
impairment).
7.

BANK DEBT
At June 30, 2018, the Company has a credit facility of $30 million comprised of a $10 million non-syndicated operating
facility and a $20 million syndicated extendible revolving facility. In May 2018, the credit facility was amended to provide
a borrowing base of $130 million while the committed amounts remained at $30 million to reduce carrying costs. The
Company can increase the committed amount to the borrowing base amount, subject to lender approvals.
Repayments of principal are not required provided that the borrowings under the credit facility do not exceed the
authorized borrowing amount and the Company is in compliance with all covenants, representations and warranties.
Following the renewal and amendment of the facility, the following financial covenant remains:
•

Consolidated Net Debt to Cash flow ratio not greater than 3:1; being all indebtedness, liabilities and obligations
of amounts borrowed plus/minus working capital adjustments to trailing 12 months net income plus depreciation,
depletion, accretion, exploration expense, future income taxes and other non-cash items added back in the
statement of cash flows.

The Company is in compliance with its covenants and was un-drawn on the facility at June 30, 2018.
The facility is available by way of banker’s acceptance (“BA”) and prime rate loans. Advances under the credit facility
bear interest at the bank’s prime rate or BA rates plus between 0.75% and 3.5%, based on the Company’s net debt to
cash flow ratio.
The credit facility is secured by a general security agreement and a first floating charge debenture in the amount of $200
million covering all the Company’s assets.
The authorized borrowing base is subject to interim and annual reviews by the financial institutions
8.

DECOMMISSIONING LIABILITIES
The decommissioning liabilities are estimated based on the Company’s net ownership in all wells and facilities, the
estimated costs to abandon and reclaim the wells and facilities and the estimated timing of the costs to be incurred in
future periods. As at June 30, 2018, the total undiscounted amount of the estimated cash flows required to satisfy the
future decommissioning liabilities is approximately $82.8 million, which will be primarily incurred over the next 25 – 40
years. A risk-free rate of 2.20% and an inflation rate of 1.5% (December 31, 2017 2.26% and 1.5% respectively) were
used to calculate the fair value of the decommissioning liability. A change in estimate has been recognized for the change
in the risk-free rate at June 30, 2018.
The following reconciles the changes in the Company’s decommissioning liabilities:
(000s)
Balance, beginning of period
Acquired
Change in estimate
Liabilities incurred
Revaluation of acquired decommissioning liabilities (1)
Decommissioning expenditures
Accretion expense
Balance, end of period
(1)

$

$

June 30, 2018
65,354
211
1,139
619
834
(258)
732
68,631

December 31, 2017
55,392
2,523
(1,727)
1,001
6,962
(128)
1,331
65,354

Revaluation of acquired decommissioning liabilities at period end using a risk-free discount rate compared to the date of acquisition when
decommissioning liabilities are stated at fair value.
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9.

SHARE CAPITAL

a)

Authorized
The authorized share capital of Mount Bastion consists of an unlimited number of common shares, an unlimited number
of preferred shares, issuable in series, and an unlimited number of special shares, issuable in series.
As at June 30, 2018 and September 11, 2018 there are 162,740,000 common shares outstanding.

b)

Stock options & performance warrants
The Company’s stock option plan limits the number of common shares reserved under the plan to a maximum number of
the common shares issued and outstanding. Outstanding stock options are not to exceed 10% of issued and outstanding
common shares and performance warrants are limited to 20% of issued and outstanding common shares.

Balance, December 31, 2016
Granted
Forfeited
Vested
Balance, December 31, 2017
Granted
Forfeited
Expired
Vested
Balance, June 30, 2018

Weighted Average
Exercise Price
$1.00
1.20
1.00
1.00
$1.03
1.50
1.00
1.00
1.00
$1.03

Number of Options
13,581,656
1,990,000
(216,614)
15,355,042
40,000
(48,738)
(24,369)
15,321,935

Vested
4,527,219
4,527,219

(24,369)
443,333
4,946,183

The fair value of the stock options granted during the period ended June 30, 2018 was calculated using the Black-Scholes
option-pricing model using an expected life of two, a risk-free rate of 1.74% and expected volatility of 50 percent. The
fair value of the stock options were $0.43 per share. The options have an exercise price of $1.50 and have a three year
term with vesting of one-third on each anniversary date.
As at June 30, 2018, 80,000 performance warrants with strike prices in three tranches ranging from $1.9 to $2.50 per
share have been issued. The performance warrants have a three-year life and vest one-third on each of the first through
third anniversary. Performance warrants vesting is not subject to market conditions and is based on time. The fair value
of the performance warrants granted during the period ended June 30, 2018 were calculated using the Black-Scholes
option-pricing model using an expected life of two years, a risk-free rate of 1.74% and an expected volatility of 50 percent.
The fair value of the performance warrants was $0.25 per share.
The number and weighted average exercise price of performance warrants under the plan are as follows:

Balance, December 31, 2016
Granted
Forfeited
Vested
Balance, December 31, 2017
Granted
Forfeited
Expired
Vested
Balance, June 30, 2018

Weighted Average
Exercise Price
$1.94
2.05
2.08
1.40
$1.95
2.22
2.08
1.40
1.90
$1.95

Number of Performance
Warrants
27,163,312
3,980,000
(519,872)
30,623,440
80,000
(116,971)
(29,243)
30,557,226

Vested
5,432,662
5,432,662

(29,243)
532,000
5,935,419

The Company’s stock option plan and performance warrants includes provisions whereby certain events, including change
of control can result in the acceleration of the vesting period.
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c)

Earnings per share
Per share amounts have been calculated on the weighted average number of shares outstanding as follows:
Three Months Eneded June 30
2018
2017
Weighted average number of common shares - basic
162,740,000
162,940,000
Weighted average number of common shares - diluted (1)
173,282,820
168,263,196
(1)

10.

Six Months Eneded June 30
2018
2017
162,740,000
162,796,906
173,282,820
168,120,102

Per share information is calculated on the basis of the weighted average number of common shares outstanding during the period. Diluted
per share information reflects the potential dilution that could occur if securities or other contract to issue common shares were exercised or
converted to common shares. Diluted per share information is calculated using a method which assumes that any proceeds received by the
Company upon the exercise of in-the-money stock options or performance warrants would be used to buy back common shares at the average
market price for the period. The calculation of the diluted net income per share for the three and six month periods ended June 30, 2018
excludes 0 options and 12,610,903 warrants as they are not in-the-money (three and six month periods ended June 30, 2017 excludes 215,000
options and 24,088,650 warrants as they are not in-the-money).

RISK MANAGEMENT
Commodity Price Risk
As a means of managing commodity price and foreign exchange volatility, the Company enters into various derivate
financial instrument agreements.
Six Months Eneded June 30
Three Months Eneded June 30
2018
2017
2018
2017
$
(1,832) $
997 $
(4,632) $
3,913
(3,715)
(5,752)
$
(5,547) $
997 $
(10,384) $
3,913

Unrealized gain (loss) on financial derivative instruments
Realized gain (loss) on financial derivative instruments

The following table outlines Mount Bastion’s financial derivative contracts:
Crude oil contracts- (Costless Collars)
Period
Nov 2017 - Dec 2018
Nov 2017 - Dec 2018
Jan 2018 - Dec 2018

11.

Volume
1,200 bbl/d
400 bbl/d
650 bbl/d

Put Acquired/Call Sold
$55.00/$68.00
$55.00/$70.00
$55.00/$72.00

Reference
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX

REVENUE
Mount Bastion sells its production pursuant to fixed-price or variable-price physical delivery contracts. The transaction
price for variable-price contracts is based on a benchmark commodity price, adjusted for quality, location or other factors
whereby each component of the pricing formula can be either fixed or variable, depending on the contract terms. Under
the contracts, Mount Bastion is required to deliver fixed or variable volumes of crude oil, natural gas liquids or natural gas
to the contract counterparty.
Production revenue is recognized when Mount Bastion gives up control of the unit of production at the delivery point
agreed to under the terms of the contract. The amount of production revenue recognized is based on the agreed
transaction price and the volumes delivered. Any variability in the transaction price relates specifically to Mount Bastion's
efforts to transfer production and therefore the resulting revenue is allocated to the production delivered in the period to
which the variability relates. Mount Bastion does not have any factors considered to be constraining in the recognition of
revenue with variable pricing factors. Mount Bastion’s contracts with customers have a term of one year or less, whereby
delivery takes place throughout the contract period. Production revenues are collected on the business day nearest the
25th day of the month following production.
The following table presents Mount Bastion’s production revenue disaggregated by product:
Petroleum Sales (000s)
Oil & Condensate
Other NGLs
Natural Gas
Total

$

$

Three Months Eneded June 30
2017
2018
42,891
21,767 $
411
429
92
160
22,356 $
43,394 $
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Six Months Eneded June 30
2018
2017
74,885
44,288
761
925
302
198
75,844 $
45,515
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12.

SUPPLEMENTAL CASH FLOW INFORMATION

Three Months Eneded June 30
2018
2017
Accounts receivable
Prepaid expenses and deposits
Accounts payable and accrued liabilities

Operating activities
Financing activities
Investing activities

13.

$

$
$

$

Six Months Eneded June 30
2018
2017

(1,352)
(2,181)
(20,476)
(24,009)

1,311 $
(1,934)
(9,650)
(10,273) $

(2,935)
(2,175)
(2,547)
(7,657)

442
(1,838)
(2,308)
(3,704)

(4,034)
(19,975)
(24,009)

(472) $
150
(9,951)
(10,273) $

(9,004)
1,347
(7,657)

(672)
(200)
(2,832)
(3,704)

COMMITMENTS
The Company has commitments for its head office lease and for various firm service and processing charge contracts as
follows:
Transportation & processing charges
Operating Leases
Total Contractual Obligations

14.

$
$

Total
1,305
291
1,596

<1 year
766
250
1,016

1-3 years
539
41
580

SUBSEQUENT EVENTS
On September 5, 2018, Mount Bastion entered into an Arrangement Agreement with Surge Energy Inc. (“Surge”) pursuant
to which Surge has agreed to acquire all of the issued and outstanding common shares of Mount Bastion. The transaction
is anticipated to close in October 2018 subject to approval from shareholders of both companies, other regulatory
authorities and the receipt of court approval.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
This Management’s Discussion and Analysis (MD&A) was prepared on and is dated as at April 24, 2018 and is Management’s
assessment of the results of operations and of the financial position of Mount Bastion Oil & Gas Corp. (“Mount Bastion” or the
“Company”) is for the three months (“Q4 17”) and year ended December 31, 2017, and should be read in conjunction with the
Company’s audited financial statements (the “Financial Statements”) and related notes as at and for the three and 12 months
ended December 31, 2017 and 2016.
Basis of presentation
Financial data presented has been prepared in accordance with International Financial Reporting Standards (“IFRS”) and is
presented in Canadian dollars. Mount Bastion is engaged in the exploration, development and production of crude oil and
associated natural gas in the Red Earth, Alberta area. The Company was incorporated under the Business Corporations Act
(Alberta) on November 3, 2015. The Company commenced operations on April 15, 2016 with the acquisition of assets.
HIGHLIGHTS
During Q4 2017, the Company drilled the first 4 wells (3 - 100% operated and 1 - 25% non-operated) of its winter 2017
drilling campaign. The wells were completed in January 2018 and placed on production during Q1 2018
By the end of March 2018, the Company drilled and completed 14 wells (including Q4 17 activity) of which 12 were horizontal
wells targeting the Slave Point formation (3 in Evi/Otter, 2 in Red Earth and 7 in Sawn Lake) and 2 were wells targeting the
Granite Wash formation (1 in Evi/Otter and 1 in Sawn Lake). One of the Granite Wash wells was a stratigraphic test, North
West of the existing Sawn Lake production which will be further tested later in the year, when road conditions permit.
Through April 24, 2018 the Company’s monthly average production has been 5,600 boepd. By the middle of May 2018, the
Company expects to have all horizontal development wells on production approaching peak corporate production rates.
Q4 2017 was the first full quarter reflecting the acquisition of the Baytex assets in Red Earth which closed on September 26,
2017. At the time of the acquisition, the assets were producing 250 boepd. Upon review of producing and shut in wells, the
Company identified several opportunities to optimize production and was able to increase production to 400 boepd during the
month of January 2018.
OUTLOOK
The Company has a capital program of $73 million for the 2018 fiscal period. The Company will continue to develop and
expand the current asset base through a combination of development and play expansion activities within its Adjusted funds
from operations while still showing considerable production growth. The 2018 budget will generate free cash flow which will
provide for additional financial flexibility, along with its existing working capital and unused credit facility to pursue other
accretive core area acquisitions that complement our existing production base.
FINANCIAL AND OPERATING HIGHLIGHTS
The following MD&A presents the results of the years and quarters ended December 31, 2017 and 2016.

(000's, except per share amounts)

Q4 17

Q4 16

30,477
13,935
0.09
0.08
(596)
(0.00)
(0.00)
13,795
14,015
164,881

22,776
7,508
0.05
0.05
(2,009)
(0.01)
(0.01)
16,234
22,506
157,273

Year ended
December 31,
2017

Year ended
December 31,
2016

Financial
Oil and natural gas revenues
Funds from operations
Per share - basic
Per share - diluted
Net income (loss)
Per share - basic
Per share - diluted
Capital expenditures
Working Capital
Debt
Shareholders' equity

$
$
$
$

$
$
$
$

$
$
$
$

99,364
45,322
0.28
0.27
5,037
0.03
0.03
53,753
14,015
164,881

$
$
$
$

59,262
22,015
0.19
0.19
(5,787)
(0.05)
(0.05)
161,364
22,506
157,273

Share Data
For the period-ended
Weighted average - basic
Weighted average - diluted

162,740,000
167,990,992
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162,590,000

162,709,589
167,960,581

116,688,315
116,688,315
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Production
Oil & condensate (bbls/d)
Other NGLs (bbls/d)
Natural gas (mcf/d)
Total (boe/d)
Average wellhead prices
Natural gas ($/mcf)
Crude oil ($/bbl)
NGLs ($/bbl)
Combined average ($/boe)
Royalties
Operating expenses net of processing income
Transportation expenses
Envitonmental
Operating netback
Realized gain (loss) on financial instruments
Cash G&A
Cash finance expenses
Current taxes
Cash flow netback
Unrealized gain (loss) on financial derivative instruments
Acquisition expense
DD&A
Accretion
Share-based compensation
Deferred income taxes
Net income (loss)

$

$

$

$

Q4 17

Q4 16

Year ended
December 31,
2017

4,746
111
431
4,929

3,888
169
592
4,156

4,233
141
560
4,467

3,855
170
630
4,129

2.22
68.62
41.91
67.21
(7.24)
(17.43)
(5.21)
(2.21)
35.12
(1.01)
(4.93)
0.05
1.51
30.73
(10.80)
(0.05)
(20.29)
(0.82)
(0.83)
0.73
(1.31)

3.21
61.97
27.96
59.57
(8.45)
(14.85)
(4.59)
(7.36)
24.32
(0.28)
(2.48)
(0.15)
(1.77)
19.64
(4.69)
(21.21)
(0.69)
(1.03)
2.73
(5.25)

2.38
62.90
33.05
60.94
(8.34)
(17.25)
(4.79)
0.17
30.73
(0.27)
(2.49)
0.04
(0.21)
27.80
(1.35)
(0.03)
(20.51)
(0.82)
(1.51)
(0.50)
3.09

2.47
57.55
21.66
54.99
(7.86)
(15.52)
(4.67)
(3.02)
23.92
(0.10)
(2.65)
(0.05)
(0.70)
20.42
(3.37)
(0.47)
(23.15)
(0.74)
(0.55)
2.48
(5.38)

$

$

$

$

$

$

$

$

Year ended
December 31,
2016

$

$

$

$

NON-GAAP MEASURES
Within the MD&A references are made to terms commonly used in the oil and gas industry. Adjusted funds from operations,
adjusted funds from operations per share, netbacks, net surplus or debt and working capital are not defined by GAAP in Canada
and are referred to as non-GAAP measures. Adjusted funds from operations per share is calculated based on the weighted
average number of common shares outstanding consistent with the calculation of net income per share. Operating netback
equals total petroleum and natural gas sales net of royalties less operating (net of processing income) and transportation
expenses. Cash flow netback equals operating netbacks described above and less cash general and administrative expense,
cash finance expenses, the realized gain (loss) on financial derivative instruments and current taxes. Management utilizes these
measures to analyze operating performance. Adjusted funds from operations is not intended to represent operating profit for
the period nor should it be viewed as an alternative to operating profit, net income, cash flow from operating activities or other
measures of financial performance calculated in accordance with GAAP. Adjusted funds from operations is commonly referred
to as cash flow and is used to value and compare oil and gas companies and is frequently included in research to provide
investment recommendations. Total barrels of oil equivalent (“boe”) are calculated by multiplying the average daily production
by the number of days in the period. Working capital refers to the Company’s current assets less current liabilities, excluding
the current portion of financial derivative instruments.
The following table reconciles cash flow from operating activities to adjusted funds from operations which is used in the MD&A.

($000s)
Adjusted Funds from operations
Acquisition expense
Decommissioning expenditures
Change in non-cash working capital
Cash flow from operating activities

$

Q4 17
13,935
(23)
(27)
2,357
16,243

$

Q4 16
7,508
(75)
2,215
9,648

Year ended
December 31,
2017
$
45,322
(41)
(128)
40
45,193

Year ended
December 31,
2016
$
22,015
(502)
(100)
(732)
20,681

Boe Presentation – derived by converting gas to oil at the ratio of six thousand cubic feet of gas to one barrel of oil.
PRODUCTION
The Company’s operations are located in Red Earth of Northern Alberta with wells producing light oil primarily from the Slave
Point and Granite Wash formations. These core fields of Sawn Lake, Evi/Otter and Red Earth within the Red Earth, Alberta area
have significant centralized operated pipeline connected facilities.
During the three months and year ended December 31, 2017 production averaged 4,929 boe per day and 4,467 respectively.
Production mix during the three month and year ended periods were consistent with approximately 98% liquids and 2% natural
gas volumes. Production volumes increased significantly during Q4 17 as a result of the new Slave Point wells being placed on
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production following completion and tie-in activities which occurred during July and August along with the addition of the Baytex
acquisition.
The following table outlines Mount Bastion’s average production volumes for the periods indicated:
Production
Oil & Condensate (bbls/d)
Other NGLs (bbls/d)
Natural Gas (mcf/d)
Total (boe/d)
Oil & liquids weighting

Q4 17
4,746
111
431
4,929
99%

Q4 16
3,888
169
592
4,156
98%

Year ended
December 31,
2017
4,233
141
560
4,467
98%

Year ended
December 31,
2016
3,855
170
630
4,129
97%

PETROLEUM SALES AND REALIZED PRICES
The Company’s property produces light oil and has associated natural gas and NGL production. Revenue for the three months
and year ended December 31, 2017 was $30.5 million and $99.4 million respectively. Approximately 98% of sales revenue is
from light oil where pricing generally correlates with the Canadian Light index pricing. For the year ended December 31, 2017
Mount Bastion’s realized oil price was $62.90 per bbl which was on par with the Canadian Light index price.

Petroleum Sales (000s)
Oil & Condensate
Other NGLs
Natural Gas
Total

Mount Bastion`s Realized Prices
Oil & Condensate ($/bbl)
NGLs ($/bbl)
Natural gas ($/mcf)
Total ($/boe)
Benchmark Prices
WTI Oil ($US/bbl)
Cdn/US average exchange rate
WTI Oil ($CDN/bbl)
MSW Edmonton ($CDN/bbl)
AECO 5A ($/mcf)

$

$

$

$
$

Q4 17
29,961
428
88
30,477

Q4 17
68.62
41.91
2.22
67.21
55.39
1.27
70.38
68.94
1.82

$

$

$

$
$

Q4 16
22,166
435
175
22,776

Year ended
December 31,
2017
$
97,177
1,701
486
$
99,364

Year ended
December 31,
2016
$
57,896
959
407
$
59,262

Q4 16
61.97
27.96
3.21
59.57

Year ended
December 31,
2017
$
62.90
33.05
2.38
$
60.94

Year ended
December 31,
2016
$
57.55
21.66
2.47
$
54.99

49.29
1.33
65.78
60.73
3.28

$

50.91
1.30
66.02
62.81
2.32

$

46.61
1.31
61.06
56.70
2.53

ROYALTIES
Royalties for the three months and year ended December 31, 2017 totalled $3.3 million (10.8% of sales) and $13.6 million
(13.7% of sales) respectively. The Company’s wells are predominately on Crown lands, under various Alberta Crown royalty
programs based on the type of well and spud dates. Royalties during the Q4 17 decreased primarily because of the 5% royalty
incentive associated with the new Sawn Lake wells which commenced production in Q3 17. Negative royalties for NGL’s reflect
prior period recoveries associated with gas cost allowance.
The following table outlines the Company’s royalties by product for the periods indicated:

Royalties by Commodity (000s)
Oil & Condensate
NGLs
Natural Gas
Total
Oil & Condensate % of revenue
NGLs % of revenue
Natural Gas % of revenue
Total % of Revenue
Total ($/boe)

$

Q4 17
3,283
-

$

3,283

$

11.0
10.8
7.24
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$

Q4 16
3,102
113
14

$

3,229

$

14.0
26.0
8.0
14.2
8.45

Year ended
December 31,
2017
$
13,867
(269)
$

$

13,598
14.3
(15.8)
13.7
8.34

Year ended
December 31,
2016
$
8,200
243
28
$

8,471

$

14.2
25.3
6.9
14.3
7.86
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OPERATING AND TRANSPORTATION EXPENSES
Operating and transportation expenses net of third party processing income totalled $10.3 million or $22.64 per boe for the
three months ended December 31, 2017 and $35.9 million or $22.04 per boe for the year ended December 31, 2017. This
includes expenditures mainly related to field labor, well servicing, chemicals, repairs and maintenance and property taxes.
Transportation expenses mainly consist of pipeline transport, terminalling and clean oil trucking costs in Red Earth.
Transportation expenses for Q4 17 and year ended December 31, 2017 were $5.21 per boe and $4.79 per boe respectively.
Management continues to monitor operating and transportation costs to minimize expenses where possible. During Q4 17, a
spill occurred which resulted in an accrual for $1 million of clean up costs. During the year ended Dec 31, 2017, the Company
incurred $4.9 million in capital along with an additional $6 million budgeted for 2018-2019 focused on installing corrosion
resistant pipeline. Upon completion of these projects, the Company will have lined all the main gathering lines in the Sawn
Lake field with corrosion resistant material along with an additional 50 km of pipeline in Evi/Otter and Red Earth, which the
Company believes will significantly reduce risk of future environmental expenses.
Production from the new Slave Point wells are currently being trucked to the Sawn Lake central facility. During the Q1 2018,
the Company completed pipeline construction which will lower the operating costs associated with the incremental production.
Operating expenses will be impacted not only by production volumes, but also scheduled and unscheduled downtime.
The following table outlines the Company’s operating and transportation expenses:

Operating & Transportation Expenses (000s)
Processing Income
Operating
Transportation
Total
Environmental
Total
Operating net of processing income ($/boe)
Transportation ($/boe)
Environmental ($/boe)
Total ($/boe)

$

$
$

Q4 17
(532)
8,436
2,364
10,268
1,000
11,268
17.43
5.21
2.21
24.85

$

$
$

Q4 16
(815)
6,493
1,755
7,433
2,814
10,247
14.85
4.59
7.36
26.80

Year ended
December 31,
2017
$
(2,453)
30,576
7,817
$
35,940
(285)
$
35,655
17.25
4.79
(0.17)
21.87

Year ended
December 31,
2016
$
(2,284)
19,009
5,031
$
21,756
3,254
$
25,010
15.52
4.67
3.02
23.21

GENERAL & ADMINISTRATIVE EXPENSES
Gross general and administrative (“G&A”) and total cash G&A expenses the year ended December 31, 2017 consist of
expenditures incurred to effectively staff and manage the business. Net G&A for Q4 17 and YTD 17 were $2.3 million ($4.97
per boe) and $4.1 million ($2.50 per boe) respectively. During Q4 17, G&A was impacted by reclassification of costs previously
recorded as operating costs and annual bonuses. Looking towards 2018, the Company is forecasting less than $2 per boe as
G&A is not expected to increase with the significant increase in forecasted 2018 production.

General and Administration Expenses (000s)
Gross G&A expenses
Overhead recoveries
Total cash G&A
Cash G&A ($/boe)
Share based compensation
Share based compensation ($/boe)

$
$
$

Q4 17
2,548
(311)
2,237
4.93
376
0.83

$
$
$

Q4 16
995
(45)
950
2.48
394
1.03

Year ended
December 31,
2017
$
5,343
(1,275)
$
4,068
2.49
$
2,460
1.51

Year ended
December 31,
2016
$
2,981
(124)
$
2,857
2.65
$
591
0.55

FINANCING EXPENSES
The Company’s financing expenses for Q4 17 and year ended December 31, 2017 were $0.4 million and $1.3 million respectively.
Financing expenses relates primarily to accretion on the Company’s decommissioning liabilities but also includes interest
expense, credit facility fees and bank interest income on cash balances.
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Finance Expenses (000s)
Interest
Accretion
Total
Interest ($/boe)
Accretion ($/boe)
Total ($/boe)

Q4 17
(21)
371
350
(0.05)
0.82
0.77

$
$

Q4 16
56
264
320
0.15
0.69
0.84

$
$

Year ended
December 31,
2017
$
(69)
1,331
$
1,262
(0.04)
0.82
0.78

Year ended
December 31,
2016
$
51
799
$
850
0.05
0.74
0.79

DEPLETION AND DEPRECIATION
Depletion and depreciation (“D&D”) for Q4 17 and year ended December 31, 2017 were $9.2 million ($20.29 per boe) and
$33.4 million ($20.51 per boe). The Company’s depletion is based on its total proved reserves and includes $200.7 million of
estimated future development costs.

Depletion & Depreciation (000s)
Depletion & depreciation
Total ($/boe)

Q4 17
9,198
20.29

$

$

Q4 16
8,110
21.21

Year ended
December 31,
2017
$
33,439
20.51

Year ended
December 31,
2016
$
24,952
23.15

FINANCIAL DERIVATIVE INSTRUMENTS
Due to the volatile nature of natural gas and oil commodity prices, the Company is potentially exposed to adverse consequences
if commodity prices decline. The Company is exposed to commodity price movements as part of its operations, particularly in
relation to the prices received for its oil and gas production. Oil and gas is sensitive to numerous worldwide factors, many of
which are beyond the Company’s control. Changes in global supply and demand fundamentals in the oil and gas market and
geopolitical events can significantly affect oil and gas prices. Consequently, these changes could also affect the value of the
Company’s properties, the level of spending for exploration and development and the ability to meet obligations as they come
due. The Company’s oil production is sold under short-term contracts, exposing it to the risk of near-term price movements.
It is the Company’s policy to economically hedge a portion of its crude oil sales through the use of financial derivative
instruments. The Company does not apply hedge accounting to these contracts.
Unrealized loss on financial derivative instruments for Q4 17 was $4.9 million ($10.84 per boe) and $2.2 million ($1.35 per boe)
for the year ended December 31, 2017. The unrealized loss, specifically in Q4 17, relates to impact on the fair value of derivative
instruments caused by the significant increase of forecasted WTI prices for the fiscal 2018 period which occurred during
December 2017 and continued into Q1 2018.

Financial Derivative Instruments
(000s)
Realized gain (loss)
Unrealized gain (loss)
Total
Realized gain (loss) ($/boe)
Unrealized gain (loss) ($/boe)
Total

Q4 17
$
$

$

(457)
(4,896)
(5,353)
(1.01)
(10.80)
(11.81)

Q4 16
$
$

$

(107)
(1,791)
(1,898)
(0.28)
(4.69)
(4.97)

Year ended
December 31,
2017
$
$

$

(440)
(2,203)
(2,643)
(0.27)
(1.35)
(1.62)

Year ended
December 31,
2016
$
$

$

(107)
(3,629)
(3,736)
(0.10)
(3.37)
(3.47)

As at December 31, 2017, the company had the following hedging instruments in place.

Crude oil contracts- (Costless Collars)
Period
Volume
May 2016 - Dec 2016
1,400 bbl/d
Jan 2017 - Dec 2017
575 bbl/d
Jan 2017 - Oct 2017
1,400 bbl/d
Nov 2017 - Dec 2018
1,200 bbl/d
Nov 2017 - Dec 2018
400 bbl/d
Jan 2018 - Dec 2018
650 bbl/d

Price/Unit
$67.15/$50.00
$78.00/$60.15
$70.25/$50.00
$68.00/$55.00
$70.00/$55.00
$72.00/$55.00

Reference
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX
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Fair Value ($000s) Fair Value ($000s)
as at
as at
December 31, 2017 December 31, 2016
N/A
(106)
(394)
(3,235)
(3,671)
N/A
(981)
N/A
(1,180)
N/A
(5,832)
(3,629)
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TAXES
A current tax provision of $0.4 million has been recorded for the year ended December 31, 2017. As at December 31, 2017,
the Company has accrued taxes payable of $1.1 million related to its estimate of taxes owing for Q4 2017. For the tax year
ended September 30, 2017, the Company made applications to receive scientific research and experimental development tax
credits related to its 2017 drilling program, which resulted in 0 taxes paid related to the taxation period which ended September
30, 2017 and therefore the Company reversed a 2016 current tax accrual of $0.7 million.
For Q4 17, the Company recorded a deferred tax recovery of $0.3 million and a deferred tax expense of $0.8 million for the
year ended December 31, 2017, primarily related to changes in financial derivatives value as well as the timing difference
between accounting and tax depletion on the asset base.

Taxes (000s)
Current tax
Deferred tax (benefit)
Total
Current tax ($/boe)
Deferred tax ($/boe)

$
$

Q4 17
(683)
(333)
(1,016)
(1.51)
(0.73)

$
$

Q4 16
678
(1,042)
(364)
1.77
(2.73)

Year ended
December 31,
2017
$
350
811
$
1,161
0.21
0.50

Year ended
December 31,
2016
$
750
(2,671)
$
(1,921)
0.70
(2.48)

NET INCOME (LOSS) AND ADJUSTED FUNDS FROM OPERATIONS
Net loss for Q4 17 was $0.6 million compared with net income of $5.0 million for the YTD period ended December 31, 2017.
Adjusted funds from operations for Q4 17 and YTD 17 were $13.9 million and $45.3 million respectively.

Net income (loss) and Funds from Operations (000s)
Net Income (loss)
per share basic
per share fully diluted
Funds from operations
per share basic
per share fully diluted
Basic Shares
Diluted Shares

Q4 17
$
(596)
(0.00)
(0.00)
$
13,935
0.09
0.08
162,740,000
167,990,992

Q4 16
$
(2,009)
(0.01)
(0.01)
$
7,508
0.05
0.05
162,590,000
162,590,000

Year ended
December 31,
$
5,037
0.03
0.03
$
45,322
0.28
0.27
162,709,589
167,960,581

Year ended
December 31,
$
(5,787)
(0.05)
(0.05)
$
22,015
0.19
0.19
116,688,315
116,688,315

CAPITAL EXPENDITURES
For Q4 17 capital expenditures totalled $13.8 million consisting predominately of drilling 3 wells drilled targeting the Slave
Point formation in Evi/Otter, facility and pipeline spill mitigation projects.
Capital expenditures totaled $53.8 million YTD 17 which included the Q4 capital program noted above plus the drilling and
completion of five wells targeting the Slave Point formation, the re-drill of a Slave Point horizontal well that had a wellbore
mechanical failure, and the drilling of one vertical well targeting the Granite Wash formation and the acquisition of Baytex
assets in Red Earth.

Capital Expenditures (000s)
Land
Geological and geophysical
Drilling and completions
Facilities and equipment
Capital workovers
Office and other
Capital Expenditures
Acquisitions
Total Capital Expenditures
Exploration and evaluation expenditures
Property, plant and equipment expenditures
Acquisitions
Total Capital Expenditures

$

$
$
$

$

Q4 17
455
169
8,610
3,342
1,219
13,795
13,795
624
13,171
13,795

$

$
$
$
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$

Q4 16
354
87
4,564
1,134
812
106
7,057
9,177
16,234
441
6,616
9,177
16,234

Year ended
December 31,
2017
$
806
939
26,458
12,859
5,279
172
$
46,513
7,240
$
53,753
$

$

1,745
44,768
7,240
53,753

Year ended
December 31,
2016
$
405
256
4,591
1,725
2,096
256
$
9,329
152,035
$
161,364
$

$

661
8,668
152,035
161,364
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ACQUISITIONS
On September 26, 2017 Mount Bastion closed an acquisition of light oil assets in the Red Earth, Alberta area from Baytex.
The property acquisition has been accounted for as a business combination under IFRS 3. The effective date was May 1,
2017. The purchase price was $7.2 million, after adjustments. At closing, the assets were producing approximately 250
boepd. During Q4 17, the Company completed several workovers and cost reduction initiatives along with review of potential
drilling locations. As a result, the Company was able to increase production to 400 boepd and significantly reduce operating
costs, along with adding material reserves.
Net assets acquired (000s)
Property, plant and equipment
Decommissioning liabilities

$

Consideration for the acquisition (000s)
Cash

$

9,709
(2,504)
7,205

$

7,205

This purchase price adjustment is preliminary and is subject to adjustments.
EQUITY
As at December 31, 2017 and April 24, 2018 there were 162,740,000 common shares and 0 special shares outstanding. On
March 18, 2017, the call provision associated with the special shares expired unexercised and the special shares were cancelled.

Share Information
Common Shares Outstanding
Weighted average shares outstanding
Basic
Diluted

Q4 17
162,740,000

Q4 16
162,590,000

162,740,000
167,990,992

162,590,000
162,590,000

Year ended
December 31,
2017
162,740,000
162,709,589
167,960,581

Year ended
December 31,
2016
162,590,000
116,688,315
116,688,315

Excluded from the calculation of diluted weighted average shares at December 31, 2017 were 785,000 options and 24,708,778
performance warrants which were anti-dilutive.
CAPITAL RESOURCES
Mount Bastion has a credit facility of $30 million comprised of a $10 million non-syndicated operating facility and a $20 million
syndicated extendible revolving facility. Repayments of principal are not required provided that the borrowings under the credit
facility do not exceed the authorized borrowing amount and the Company is in compliance with all covenants, representations
and warranties. The Company is in compliance with its covenants and was un-drawn on the facility at December 31, 2017.
The authorized borrowing base is subject to interim and annual reviews by the financial institutions. As part of the May 2017
review, the available borrowing base was increased significantly. To reduce the carrying cost of the unutilized facility, the
Company elected to reduce the credit facility to $30 million for the near term.
The facility is available by way of banker’s acceptance (“BA”) and prime rate loans. Advances under the credit facility bear
interest at the bank’s prime rate or BA rates plus fees between 1.00% and 3.5%, based on the Company’s net debt to cash
flow ratio.
The credit facility is secured by a general security agreement and a first floating charge debenture in the amount of $200 million
covering all the Company’s assets.
The Company anticipates it will have adequate liquidity to fund forecast capital expenditures through a combination of existing
working capital, cash flow and drawings under its credit facility, taking into consideration the investment opportunities
presented. The annual and updated budgets are reviewed and approved by the Board of Directors. The Company is able to
modify its capital program in response to changes in commodity prices and other external factors.
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SUPPLEMENTAL INFORMATION
Financial – Quarterly extracted information
(000s) except per share amounts
Oil and Gas Sales

Q4
$

Average Daily Production
Crude Oil (bbls/d)
NGLs (bbls/d)
Natural Gas (mcf/d)
Total (boe/d)
Net Income (Loss)
Per Share - Basic
Per Share - Diluted

Capital expenditures

30,477

$
$
$

(596)
(0.00)
(0.00)
13,935
0.09
0.08

162,740,000
167,990,992
$

13,795

2017

$ 23,373

4,746
111
431
4,929

Adjusted Funds from Operations
Per Share - Basic
Per Share - Diluted
Weighted average shares - basic
Weighted average shares - diluted

Q3

4,405
122
618
4,630
$
$
$

(500)
(0.00)
(0.00)

$ 11,152
$
0.07
$
0.07

Q2
$ 22,356

Q1
$ 23,159

3,853
163
625
4,120

3,915
171
569
4,181

Q4
$ 22,776

Q3

2016

$ 19,691

3,888
169
592
4,156

Q2

Q1

$ 16,795

(872)
(0.01)
(0.01)

$ (2,443)
$ (0.02)
$ (0.02)

$ (463)
$ (0.69)
$ (0.69)

$ 6,949
$ 0.05
$ 0.05

$ (463)
$ 0.69
$ 0.69

$ 3,203
$ 0.02
$ 0.02

$ (2,009)
$ (0.01)
$ (0.01)

$
$
$

$ 11,152
$ 0.07
$ 0.07

$ 9,898
$ 0.06
$ 0.06

$ 7,508
$ 0.05
$ 0.05

$ 7,558
$ 0.05
$ 0.05

$18,536

$16,234

-

3,826
171
632
4,102

$ 2,931
$ 0.02
$ 0.02

$5,289

-

3,845
169
668
4,125

162,940,000 162,940,000 162,652,222 162,590,000 162,313,043 137,581,538
168,263,196 168,263,196 162,652,222 162,590,000 162,313,043 137,581,538
$16,133

$

$1,911

750,000
750,000

$143,213

$6

Oil and gas sales increased significantly in Q4 17 due to higher production and higher realized sales prices after a period of
consistent sales from Q3 17 through Q4 16. Production was relatively stable between Q2 16 and Q2 17 through the Company’s
field optimization projects. During Q4 17, the Company added material production with new wells contributing significant
incremental production in addition to the stable, low decline base production.
Fluctuations in net income (loss) since Q4 16 are primarily associated with unrealized (gains)/losses of financial derivative
instruments and movements in oil and gas sales.
Adjusted Funds from operations has increased since Q2 16 reflecting increases in commodity prices production and decreases
in the cost structure of operations. Adjusted funds from operations and net income in Q4 17 and Q4 16 were negatively
impacted by environmental expense of $1.0 million and $2.8 million respectively. During Q2 17, $1.3 million in insurance
proceeds associated with the Q4 16 event was recorded which had a positive impact on both Adjusted funds from operations
and net income.
Q2 16 operations reflect only results from the period April 15, 2016, the date on which the acquisition of the Red Earth Creek
assets closed. In addition, the Company incurred closing and transaction costs associated with the acquisition and related
financing.
COMMITMENTS
Mount Bastion has no standing commitments for its current landholdings aside from annual lease payments. Lease expiries for
the 12 months ended 2017 and projected 12 months of 2018 are immaterial to the Company.
The Company has commitments related to its head office lease and for various transportation and processing fees as follows:
Transportation & processing charges
Operating Leases
Total Contractual Obligations

$
$

Total
1,703
416
2,119

<1 year
789
250
1,039

1-3 years
914
166
1,080

RELATED PARTY TRANSACTIONS
The Company has retained Noble Well Services Inc. (“Noble”) to provide service rigs in its operations. A director and an
employee of Mount Bastion hold ownership and serve as directors to this service provider.
During the year ended December 31, 2017, the Company incurred $3.6 million (December 31, 2016 - $ 1.8 million)
primarily in service rig expenditures and as at December 31, 2017 a payable and accrued liability balance of $0.3 million
(December 31, 2016 – $0.5 million) is outstanding to Noble. These transactions are recorded at the exchange amount.
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OFF BALANCE SHEET TRANSACTIONS
Mount Bastion does not have any financial arrangements that are excluded from the Audited Annual Financial Statements as at
December 31, 2017, nor are any such arrangements outstanding as of the date of this MD&A.
CRITICAL ACCOUNTING ESTIMATES
The preparation of financial statements in accordance with IFRS requires management to make certain judgments and
estimates. Due to the timing of when activities occur compared to the reporting of those activities, management must estimate
and accrue operating results and capital spending. Changes in these judgments and estimates could have a material impact on
our financial results and financial condition.
Reserves
The process of estimating reserves is critical to several accounting estimates. It requires significant judgments based on available
geological, geophysical, engineering and economic data. These estimates may change substantially as data from ongoing
development and production activities becomes available, and as economic conditions impacting oil and gas prices, operating
costs and royalty burdens change. Reserve estimates impact net income through depletion, the determination of
decommissioning liabilities and the application of impairment tests. Revisions or changes in reserve estimates can have either
a positive or a negative impact on net income.
Forecasted Commodity Prices
Management’s estimates of future crude oil and natural gas prices are critical as these prices are used to determine the carrying
amount of PP&E, assess impairment and determine the change in fair value of financial contracts. Management’s estimates
of prices are based on the price forecast from our reserve engineers and the current forward market.
Business Combinations
Management makes various assumptions in determining the fair values of any acquired company’s assets and liabilities in a
business combination. The most significant assumptions and judgments made relate to the estimation of the fair value of the
oil and gas properties. To determine the fair value of these properties, we estimate (a) oil and gas reserves in accordance with
National Instrument 51-101 – Standards of Disclosure for Oil and Gas Activities (‘‘NI 51-101’’) and (b) future prices of oil and
gas.
Decommissioning Liability
Management calculates the decommissioning liability based on estimated costs to abandon and reclaim its net ownership
interest in all wells and facilities and the estimated timing of the costs to be incurred in future periods. The fair value estimate
is capitalized to PP&E as part of the cost of the related asset and amortized over its useful life. There are uncertainties related
to decommissioning liabilities and the impact on the financial statements could be material as the eventual timing and costs
for the obligations could differ from our estimates. Factors that could cause our estimates to differ include any changes to laws
or regulations, reserve estimates, costs and technology.
Derivative Financial Instruments
We utilize derivative financial instruments to manage our exposure to market risks relating to commodity prices, foreign currency
exchange rates and interest rates. Fair values of derivative contracts fluctuate depending on the underlying estimate of future
commodity prices, foreign currency exchange rates, interest rates and counterparty credit risk.
Stock-based Compensation
Management makes various assumptions in determining the value of stock based compensation. This includes estimating the
forfeiture rate, the expected volatility of the underlying security, interest rates and expected life.
Deferred Income Taxes
Management makes various assumptions in determining the value of stock deferred income tax provision, including (but not
limited to) future tax rates, accessibility of tax pools and future cash flows.
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FORWARD-LOOKING INFORMATION AND STATEMENT
Certain statements contained in this MD&A may constitute forward-looking statements. These statements relate to future events
or the Company's future performance. All statements, other than statements of historical fact, may be forward-looking
statements. Forward-looking statements are often, but not always, identified by the use of words such as “seek”, “anticipate”,
“plan”, “continue”, “estimate”, “expect”, “may”, “will”, “project”, “predict”, “propose”, “potential”, “targeting”, “intend”, “could”,
“might”, “should”, “believe” and similar expressions. 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. The Company believes that the expectations reflected in those forward-looking statements are reasonable but no
assurance can be given that these expectations will prove to be correct. Forward-looking statements included in this MD&A
should not be unduly relied upon by investors as actual results may vary. These statements speak only as of the date of this
MD&A and are expressly qualified, in their entirety, by this cautionary statement.
In particular, this MD&A may contain forward-looking statements pertaining to: capital expenditure programs; development of
resources; treatment under governmental regulatory and taxation regimes; expectations regarding the Company's ability to
raise capital; expenditures to be made by the Company to meet certain work commitments; and work plans to be conducted
by the Company.
With respect to the forward-looking statements listed above and contained in this MD&A, the Company has made assumptions
regarding, among other things: the legislative and regulatory environment; the impact of increasing competition; unpredictable
changes to the market prices for oil and natural gas; costs related to the development of the Company’s oil and gas properties
(that they will remain consistent with historical experience); the anticipated results of exploration activities; and, the Company's
ability to obtain additional financing on satisfactory terms.
The Company's actual results could differ materially from those anticipated in these forward-looking statements as a result of
the following risk factors and elsewhere in this MD&A: volatility in the market prices for oil and natural gas; uncertainties
associated with estimating resources; geological, technical, drilling and processing problems; liabilities and risks, including
environmental liabilities and risks, inherent in oil and natural gas operations; fluctuations in currency and interest rates; incorrect
assessments of the value of acquisitions; unanticipated results of exploration activities; competition for, among other things,
capital, reserves, undeveloped lands and skilled personnel; and unpredictable weather conditions.
The Company’s actual results could differ materially from those anticipated in these forward-looking statements as a result of
the risk factors set forth above. The reader is cautioned not to place undue reliance on these forward-looking statements as
there can be no assurance that such plans, intentions or expectations upon which they are based will occur. The forward-looking
statements contained herein are expressly qualified in their entirety by this cautionary statement. The forward-looking
statements included in this MD&A are made as of the date of this MD&A and state no obligation to publicly update such forwardlooking statements to reflect new information, subsequent events or otherwise, except as required by applicable securities laws.

Curt Labelle
President

Brad Giblin
Chief Financial Officer

MOUNT BASTION OIL & GAS CORP.
1050, 605 – 5th Avenue SW
Calgary, AB T2P 3H5
Main: 587.393.2777
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April 24, 2018

Independent Auditor’s Report
To the Directors of
Mount Bastion Oil & Gas Corp.
We have audited the accompanying financial statements of Mount Bastion Oil & Gas Corp., which
comprise the financial statements as at December 31, 2017 and December 31, 2016 and the Statements of
Financial Position, Statements of Income (Loss) and Comprehensive Income (Loss), Statements of
Changes in Equity, and Statements of Cash Flows for the years then ended, and the related notes, which
comprise a summary of significant accounting policies and other explanatory information.
Management’s responsibility for the consolidated financial statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.
Auditor’s responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.
Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of
Mount Bastion Oil & Gas Corp. as at December 31, 2017 and December 31, 2016 and its financial
performance and its cash flows for the years then ended in accordance with International Financial
Reporting Standards.

Chartered Professional Accountants
Calgary, Canada

PricewaterhouseCoopers LLP
111 5 Ave SW Suite 3100, Calgary, Alberta, Canada T2P 5L3
T: +1 403 509 7500, F: +1 403 781 1825
“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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Statements of Financial Position
(000s of Canadian dollars)
December 31,

December 31,

2017

2016

As at
Assets
Current assets:
$

Cash

23,359

$

11,500

Accounts receivable

26,381
8,114

448

402

35,307

34,897

Deferred tax assets

1,860

2,671

Exploration and evaluation assets (note 5)

5,604

4,122

Property, plant and equipment (notes 6,7)

214,588

186,995

Prepaid expenses and deposits
Current assets
Non-current assets:

222,052

Non-current assets
Total Assets

$

257,359

193,788
$

228,685

Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities
Financial derivative instruments (note 12)
Decommissioning liabilities - Current (note 9)
Current liabilities

21,292

12,391

5,832

3,629

27,124

600
16,620

65,354

54,792

92,478

71,412

162,628

162,517

3,051

591

Non-current liabilities:
Decommissioning liabilities (note 9)
Total Liabilities
Shareholders' equity:
Share capital (note 10)
Contributed surplus

(798)

Deficit
Total Shareholders' Equity

(5,835)

164,881

Total Liabilities and Shareholders' Equity

$

The accompanying notes are an integral part of these financial statements
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257,359

157,273
$

228,685
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Statements of Income (Loss) and Comprehensive Income (Loss)
Year ended
December 31,

(000's) of Canadian dollars except per share amounts)

Year ended
December 31,

2017

2016

Revenue
Petroleum and natural gas sales

$

Royalties

99,364

$

(13,598)

Processing Income

59,262
(8,471)

2,453

2,285

Revenue

88,219

53,076

Gain (loss) on financial derivative instruments (note 12)
Revenue and other gains (losses)

85,576

49,340

(2,643)

(3,736)

Expenses
Operating

30,291

22,264

Transportation

7,817

5,031

General and administrative

4,068

2,857

41

503

Share-based compensation (note 10)

2,460

591

Finance

1,262

850

33,439

24,952

79,378

57,048

Acquisition costs

Depletion and depreciation (note 7)
Income (loss) before taxes

(7,708)

6,198

Income Taxes
Current
Deferred tax (recovery)

350

Net income (loss) and comprehensive income (loss)

750

811

(2,671)

1,161

(1,921)

$

5,037

$

(5,787)

$

0.03

$

(0.05)

Net income (loss) per share:
Basic & diluted (note 10)
The accompanying notes are an integral part of these financial statements
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Statements of Changes in Equity
(000s of Canadian dollars except number of common shares)
Number of
Common
Shares
Balance December 31, 2015
Issue of common shares
Share issue costs
Share-based compensation
Net loss
Balance December 31, 2016
Issue of common shares

Number of
Special
Shares

500,000

-

162,090,000

27,550,000

-

-

-

-

Share
Capital
$

500

Contributed
Surplus
$

$

(49)

162,090
(73)
-

-

-

(73)

-

591

-

-

-

(5,787)

27,550,000

162,517

591

(5,835)

150,000

-

150

-

Share issue costs
Net income

-

-

-

-

162,740,000

(27,550,000)

-

(39)

2,460
-

150

-

2,460
-

-

-

-

5,037

162,628

3,051
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(5,787)
157,273

-

-

The accompanying notes are an integral part of these annual financial statements

451

591

-

Cancellation of special shares

$

162,090

162,590,000

Share-based compensation

Balance December 31, 2017

-

Total
Equity

Deficit

(798)

(39)
5,037
164,881
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Statements of Cash Flows
Year ended
December 31,

Year ended
December 31,

(000s of Canadian dollars)

2017

Cash provided by (used in)

2016

Operations
Net income (loss)

$

5,037

$

(5,787)

Items not involving cash:
Depletion and depreciation (note 7)

33,439

24,952

Accretion (note 9)

1,331

799

Share-based compensation (note 10)

2,460

591

Unrealized loss (gain) on financial derivative instruments (note 12)

2,203

3,629

Deferred tax (recovery)

811

Decommissioning expenditures (note 9)

(2,671)
(100)

(128)

Funds flow from operations

45,153

21,413

Change in non-cash working capital (note 11)

40
45,193

(732)
20,681

Cash flow from operating activities
Financing
Increase (decrease) in shareholder loan

$

Issuance of common shares
Share issue costs
Cash flow from financing activities

-

$

(250)

150

162,090

(40)
110

(72)
161,768

(44,769)
(1,745)

(8,668)
(662)

(7,240)
5,429
(48,327)

(152,035)
4,587
(156,778)

Investing
Property, plant and equipment expenditures (note 7)
Exploration and evaluation expenditures (note 6)
Acquisitions (note 5)
Change in non-cash working capital (note 11)
Cash flow used in investing activities
Changes in cash

(3,024)

Cash beginning of period

26,382

Cash end of period

$

The accompanying notes are an integral part of these annual financial statements
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1.

NATURE OF OPERATIONS
Mount Bastion Oil & Gas Corp. (the “Company” or “Mount Bastion”) was incorporated under the Business Company’s Act
(Alberta) on November 3, 2015. The Company commenced operations on April 15, 2016 with the acquisition of assets.
Its head office is located at Suite 1050, 605 – 5th Avenue SW, Calgary, AB, T2P 3H5. The Company is engaged in the
exploration, development and production of crude oil and associated natural gas in the Red Earth, Alberta area.

2.

BASIS OF PREPARATION
Statement of Compliance and Authorization
The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) as
issued by the International Accounting Standards Board (“IASB”).
The financial statements were approved and authorized for issue by Mount Bastion’s Board of Directors on April 24, 2018
Basis of Measurement
These financial statements have been prepared on the historical cost basis, except for the revaluation to fair value of
certain financial assets and financial liabilities, as required under IFRS and described in the accounting policies in NOTE 3
below. The financial statements are measured and presented in Canadian dollars as the functional currency of the
Company.
Use of Estimates and Judgments
The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities
at the date of the financial statements and revenues and expenses for the periods reported. Actual results may differ from
such estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis and revisions to accounting estimates are
recognized in the period in which the estimates are revised and in any future years affected. The most significant areas
subject to estimate include:
a) Business Combinations
Business combinations are accounted for using the acquisition method of accounting. The determination of fair value often
requires management to make assumptions and estimates about future events. The assumptions and estimates with
respect to determining the fair value of exploration and evaluation assets and petroleum and natural gas assets acquired
generally require the most judgment and include estimates of reserves acquired, forecast benchmark commodity prices
and discount rates. Changes in any of the assumptions or estimates used in determining the fair value of acquired assets
and liabilities could impact the amounts assigned to assets, liabilities and goodwill purchase price allocation. Future net
earnings can be affected as a result of changes in future depletion and depreciation, asset impairment, decommissioning
liability or goodwill impairment. See NOTES 6 and 7 for further details.
b) Reserve Estimates
Reserve estimates impact a number of key areas, in particular, the valuation of property, plant and equipment and the
calculation of depletion and depreciation. Petroleum and natural gas assets are depleted on a unit of production basis at
a rate calculated by reference to proved reserves determined in accordance with National Instrument 51-101, Standards
of Disclosure for Oil and Gas Activities and incorporating the estimated future cost of developing and extracting those
reserves. Proved reserves are estimated using independent reservoir engineering reports and represent the estimated
quantities of crude oil, natural gas and natural gas liquids which geological, geophysical and engineering data demonstrate
with a specified degree of certainty to be recoverable in future years from known reservoirs and which are considered
commercially producible. Reserve estimates, although not reported as part of the Company’s financial statements, can
have a significant effect on net income (loss), assets and liabilities as a result of their impact on depletion and depreciation,
decommissioning liabilities, deferred taxes, asset impairments and business combinations. Independent reservoir
engineers perform evaluations of the Company’s oil and natural gas reserves on an annual basis. The estimation of
reserves is an inherently complex process requiring significant judgment. Estimates of economically recoverable oil and
natural gas reserves are based upon a number of variables and assumptions such as geoscientific interpretation,
production forecasts, commodity prices, costs and related future cash flows, all of which may vary considerably from
actual results. These estimates are expected to be revised upward or downward over time, as additional information such
as reservoir performance becomes available or as economic conditions change.
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c) Technical Feasibility and Commercial Viability of Exploration and Evaluation Assets
The determination of technical feasibility and commercial viability, based on the presence of proved and probable reserves,
results in the transfer of assets from exploration and evaluation assets to petroleum and natural gas assets. As discussed
above, the estimate of reserves is inherently complex and requires significant judgment. Thus any material change to
reserve estimates could affect the technical feasibility and commercial viability of the underlying assets. See NOTE 5 for
further details.
d) Impairment Indicators and Discount Rate
For purposes of impairment testing, petroleum and natural gas assets are aggregated into cash-generating units (“CGUs”),
based on separately identifiable and largely independent cash inflows. The determination of the Company’s CGUs is subject
to judgment.
The recoverable amount of CGUs and individual assets have been determined based on the higher of the value-in use
calculations and fair values less costs of disposal. These calculations require the use of estimates and assumptions,
including the discount rate. It is possible that the commodity price assumptions may change, which may impact the
estimated life of the field and economical reserves recoverable and may require an adjustment to the carrying value of
petroleum and natural gas assets. The Company monitors internal and external indicators of impairment relating to its
assets and records adjustments, if necessary, at each reporting period date.
e) Decommissioning Costs
At the end of the operating life of the Company’s facilities and properties and upon retirement of its oil and natural gas
assets, decommissioning costs will be incurred by the Company. Estimates of these costs are subject to uncertainty
associated with the method, timing and extent of future decommissioning activities. The liability, the related asset and
the expense are impacted by estimates with respect to the costs and timing of decommissioning. See NOTE 9 for further
details.
f) Measurement of Share-Based Compensation
Share-based compensation amounts are determined based on compensation plans in effect and are subject to estimated
fair values, volatility, expected life, discount rate, forfeiture rates and the future attainment of performance criteria. The
Company is not listed for trading on a public exchange and share prices and trading volatility are based on limited activity
and information available from peer companies. The Company was formed in 2015 and has little experience upon which
to base estimates of option and warrant life and forfeiture rates. See NOTE 10 for further details.
g) Income Taxes
Tax regulations and legislation and the interpretations thereof are subject to change. In addition, deferred income tax
liabilities recognize the extent that temporary differences will be payable in future periods. The calculation of the liability
involves a significant amount of estimation including an evaluation of when the temporary differences will reverse, an
analysis of the amount of future taxable earnings, the availability of cash flows and the application of tax laws. Changes
in tax regulations and legislation and the other assumptions listed are subject to measurement uncertainty.
The Company recognizes the net future tax benefit related to deferred tax assets to the extent that it is probable that the
deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability of deferred tax assets
requires the Company to make significant estimates related to expectations of future taxable income. Estimates of future
taxable income are based on forecast cash flows from operation and the application of existing tax laws in each jurisdiction.
To the extent that future cash flows and taxable income differ significantly from estimates, the ability of the Company to
realize the net deferred tax assets recorded at the reporting date could be impacted. Additionally, future changes in tax
laws in the jurisdictions in which the Company operates could change the ability of the Company to obtain tax deductions
in future periods. See NOTE 15 for further details.
3.

SIGNIFICANT ACCOUNTING POLICIES
Business Combinations
Acquisitions of subsidiaries and businesses are accounted for using the acquisition method in accordance with IFRS 3,
Business Combinations. The consideration for each acquisition is measured at the aggregate of the fair values (at the date
of exchange) of assets given up, liabilities incurred or assumed, and equity instruments issued by the Company in exchange
for control of the assets or acquiree. Goodwill is recognized when the consideration paid exceeds the aggregate fair values
of the assets and liabilities acquired. Acquisition-related transaction costs are recognized in the statement of
comprehensive income (loss) as incurred.
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Joint Arrangements
The Company conducts a substantial amount of their activities by taking 100% ownership interest but conducts some of
its activities jointly with others through jointly controlled operations which involve the use of assets and other resources
of the Company and other venturers rather than the establishment of a Company, partnership or other entity. The financial
statements include only the Company’s share of sales, together with its share of the expenses incurred by the joint
operation.
Property, Plant and Equipment, Exploration and Evaluation Assets
The Company’s property, plant and equipment primarily consists of oil and natural gas development and production assets.
Property, plant and equipment is stated at cost, less accumulated depletion, depreciation and amortization. Development
and production assets represent the cost of developing the commercial reserves and initiating production and are
accumulated into major area cost centers for purposes of determining depletion, depreciation, impairment
decommissioning and other financial measurements.
Capitalization, Recognition and Measurement
The capital cost of an asset is the aggregate of its purchase price or construction cost, any costs directly attributable to
bringing the asset into operation, the initial estimate of the decommissioning provision, and for qualifying assets, borrowing
costs. For acquired assets or businesses, the purchase price is the aggregate amount paid and the fair value of any other
consideration given up to acquire the asset or business. Expenditures on major maintenance, inspections or overhauls
and well workovers are capitalized when the item enhances the life or performance of an asset above its original standard.
Where an asset or part of an asset that was separately depreciated is replaced and it is probable that future economic
benefits associated with the replacement item will flow to the Company, the replacement expenditure is capitalized and
the carrying amount of the replaced asset is charged to the statement of comprehensive income (loss).
When an item of property, plant and equipment is disposed of or when there are no net future economic benefits expected
from the continued use of the asset, the asset is removed from the accounts (derecognized), and any gain or loss arising
on derecognition (calculated as the difference between the net disposal proceeds and the carrying amount of the item),
is recognized in the statement of comprehensive income (loss).
Exploration and Evaluation Expenditures
Pre-license costs are recognized in the statement of comprehensive income (loss) as incurred. All exploratory costs incurred
subsequent to acquiring the right to explore for oil and natural gas as capitalized. Such costs can typically include costs
to acquire land rights in areas with no proved or probable reserves assigned, geological and geophysical costs, and
exploration wells. Exploration and evaluation costs initially are capitalized as either tangible or intangible exploration or
evaluation assets according to the nature of the assets acquired. Exploration costs are accumulated in areas by exploration
area, field or well pending determination of technical feasibility and commercial viability. If, upon review of the technical
feasibility and/or commercial viability data, the facts and circumstances suggest that the carrying amount of the
exploration expenditures exceeds the recoverable amount, an impairment charge is recognized in the statement of
comprehensive income (loss) in the current period. For purposes of impairment testing, exploration and evaluation assets
are allocated to cash-generating units.
The technical feasibility and commercial viability of extracting a mineral resource from exploration and evaluation assets
is considered when proved and probable reserves are determined to exist. A review of each exploration license or field is
carried out, at least annually, to ascertain whether proved and probable reserves have been discovered. Upon
determination of proved and probable reserves, exploration and evaluation assets attributable to those reserves are first
tested for impairment and then reclassified from exploration and evaluation assets to development and production assets
within property and equipment. If the well or exploration project did not encounter potentially economic oil and gas
quantities, the cumulative costs are expensed and reported in exploration and evaluation expense in the current period.
Development and Production Expenditures
Property, plant and equipment, which includes petroleum and natural gas development and production assets, is measured
at cost (including directly attributable general and administration costs) less accumulated depletion and depreciation and
accumulated impairment losses. Cost includes lease acquisition, drilling and completion, production facilities,
decommissioning costs, geological and geophysical costs and directly attributable costs related to development and
production activities, net of any government incentive programs.
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Asset Swaps
Exchanges of development and production assets are measured at fair value unless the exchange transaction lacks
commercial substance or the fair value of neither the asset received nor the asset given up is reliably measurable. The
cost of the acquired asset is measured at the fair value of the asset given up, unless the fair value of the asset received
is more clearly evident. Where fair value is not used, the cost of the acquired asset is measured at the carrying amount
of the asset given up. Any gain or loss on derecognition of the asset given up is recognized in the statement of
comprehensive income (loss). For exchanges or parts of exchanges that involve only exploration and evaluation assets,
the exchange is accounted for at carrying value.
Depletion, Depreciation and Amortization
The costs related to area cost centers for petroleum and natural gas properties, including related pipelines and facilities,
are depleted using a unit-of-production method based on the commercial proved reserves allocated to its CGU.
The net carrying value of oil and gas properties is depleted using the unit of production method by reference to the ratio
of production in the period to the related proved reserves as per the most recent reserve reports prior to the reporting
date, taking into account estimated future development costs necessary to bring those reserves into production. Future
development costs are estimated taking into account the level of development required to produce the reserves as per
the most recent reserve reports prior to the reporting date. Proved reserves are estimated using independent reservoir
engineering reports and represent the estimated quantities of crude oil, natural gas and natural gas liquids which
geological, geophysical and engineering data demonstrate with a specified degree of certainty to be recoverable in future
years from known reservoirs and which are considered commercially producible. Petroleum and natural gas assets are not
depleted until production commences in the CGU that they are allocated to.
Expired land leases included as undeveloped land in exploration and evaluation are charged to exploration and evaluation
costs in the statement of comprehensive net income (loss) upon expiry.
The Company records corporate capital assets at cost and provides depreciation on the declining balance method at rates
from 10% - 100% per annum which is designed to amortize the cost of the assets over their estimated useful lives. The
Company records leasehold improvements at cost and provides depreciation on the straight-line method over the term of
the lease. Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is reasonably
certain that the Company will obtain ownership by the end of the lease term, whereby, they are depreciated over their
useful lives. Depreciation methods, useful and residual values are reviewed at each financial year end and adjustments
relating to changes in estimates are recorded prospectively.
Impairment
At each reporting period the Company assesses whether there are indicators for its property, plant and equipment (“PP&E”)
and its exploration and evaluation assets. If indicators exist, the Company determines if the recoverable amount of the
asset or CGU is greater than its carrying amount. A CGU is defined as the smallest identifiable group of assets that
generates cash inflows that are largely independent of the cash inflows of other assets or groups of assets. The Company
has used geographical proximity, geological similarities, analysis of shared infrastructure, commodity type, assessment of
exposure to market risks and materiality to define its CGUs. If the carrying amount exceeds the recoverable amount, the
asset or CGU is recorded at its recoverable amount with the reduction recognized in net income (loss) in depletion expense.
The recoverable amount is the greater of the value in use or fair value less costs of disposal. Fair value is the amount the
asset could be sold for in an arm’s length transaction. The value in use is the present value of the estimated future cash
flows of the asset from its continued use. The fair value less costs of disposal considers the continued development of a
property and market transactions in a valuation model. The Company uses the present value of the CGU’s estimated future
cash flows from both proved and probable reserves in its fair value model. These calculations are corroborated by valuation
multiples, quoted share prices for publicly traded entities or other available fair value indicators.
Impairments are reversed in subsequent periods when there has been an increase in the recoverable amount of a
previously impaired asset or CGU and these reversals are recognized in net income (loss). The recovery is limited to the
original carrying amount less depletion and depreciation that would have been recorded had the asset not been impaired.
Financial Instruments

Financial Assets and Liabilities
Financial assets and financial liabilities are recognized when the Company becomes a party to the contractual provisions
that define the instrument. Financial assets are derecognized when the rights to receive cash flows from the assets
have expired or have been transferred and the Company has transferred substantially all risks and rewards of
ownership. Financial assets and financial liabilities are offset and the net amount reported in the statement of financial
position when there is a legally enforceable right to offset the recognized amounts and there is an intention to settle
on a net basis or realize the asset and settle the liability simultaneously. Financial assets and financial liabilities are
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initially recognized at fair value. For those at amortized cost this amount is normally the transaction price plus directly
attributable transaction costs. All other transaction costs are expenses as incurred.
The subsequent measurement of the Company’s financial instruments depends on their classification determined by
the purpose for which the instruments were acquired, as follows:

Trade and Other Receivables
Accounts receivable and deposits are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Such assets are carried at amortized cost using the effective interest rate method if the
time value of money is significant. Gains and losses are recognized in income when the loans and receivables are
derecognized or impaired, as well as through the amortization process. The Company’s accounts receivable are
comprised of trade and other receivables which are included in current assets due to their short-term nature as are
deposits, cash and cash equivalents.

Other Financial Liabilities at Amortized Cost
Financial liabilities at amortized cost include trade and other payables. Trade and other payables are initially recognized
at the amount required to be paid less, when material, a discount to reduce the payables to fair value. Subsequently,
trade and other payables are measured at amortized cost using the effective interest rate method. Financial liabilities
are classified as current liabilities if payment is due within twelve months. Otherwise, they are classified as non-current
liabilities.

Financial Derivative Contracts
The Company uses derivative financial instruments to manage its exposure to movements in commodity prices, which
include crude oil and natural gas commodity contracts (“financial derivative contracts”). These instruments are not
used for trading or speculative purposes. Financial derivative contracts are initially recognized at fair value on the date
a derivative contract is entered into and are re-measured at their fair value at each subsequent reporting date. Financial
derivative contracts are carried as assets when their fair value is positive and as liabilities when the fair value is
negative. Transaction costs are recognized in the statement of comprehensive income (loss) when incurred.
Cash and Cash Equivalents
Cash and cash equivalents includes cash on hand, deposits held with banks and other short-term highly liquid investments
with maturities of three months or less from inception.
Share Capital
Common shares are classified as equity. Incremental costs directly attributable to the issuance of shares are recognized
as a deduction from equity.
Decommissioning Liabilities
A decommissioning liability is recognized if, as a result of a past event, the Company has a present legal or constructive
obligation that can be reasonably estimated, and it is probable that a future outflow of economic benefits will be required
to settle the obligation. Decommissioning liabilities are determined by discounting the expected future cash flows at a riskfree rate at the reporting date. The obligation is recorded as a liability on a discounted basis using the relevant risk-free
rate, with a corresponding increase to the carrying amount of the related asset. Over time, the liabilities are accreted for
the change in their present value and the capitalized costs are depleted on a unit-of-production basis over the life of the
comprehensive income (loss). Revisions to the discount rate, estimated timing or amount of future cash flows would also
result in an increase or decrease to the decommissioning liability and related asset and the related earnings impact
reported in current and future periods.
Revenue Recognition
Revenue associated with the sales of crude oil, natural gas liquids (“NGLs”) and natural gas, owned by the Company is
recognized when title passes from the Company to its customer. This generally occurs when product is physically
transferred into a vessel, pipeline or other delivery mechanism.
Share-based Compensation and Other Compensation Plans
The Company follows the fair value method of valuing stock option grants and performance warrants. Share-based
compensation amounts are determined based on the estimated fair value of shares on the date of grant of the option or
performance warrant. Forfeitures are estimated at the grant date and are subsequently adjusted to reflect actual forfeiture
realized. The expense is recognized over the service period, with a corresponding increase to contributed surplus.
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Income Taxes
The Company follows the liability method of accounting for income taxes. Under this method, deferred tax is recognized
for temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes. Deferred tax is not recognized on the initial recognition of assets or liabilities in a
transaction that is not a business combination. Deferred tax is measured at the tax rates that are expected to be applied
to temporary differences when the deferred tax asset or liability is settled based on the laws that have been enacted or
substantively enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable
right to offset and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different
tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will
be realized simultaneously.
A deferred tax asset is recognized to the extent that it is probable that future taxable income will be available against
which the temporary difference can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit will be realized.
The effect of a change in income tax rates on deferred income taxes is recognized in net income in the period in which
the change occurs.
4.

CHANGES IN ACCOUNTING POLICIES
In April 2016, the IASB issued its final amendments to IFRS 15 Revenue from Contracts with Customers, which replaces
IAS 18 Revenue, IAS 11 Construction Contracts, and related interpretations. IFRS 15 provides a single, principles-based
five-step model to be applied to all contracts with customers. The standard requires an entity to recognize revenue to
reflect the transfer of goods and services for the amount it expects to receive, when control is transferred to the purchaser.
Disclosure requirements have also been expanded. The standard is required to be adopted either retrospectively or using
a modified retrospective approach for annual periods beginning on or after January 1, 2018, with earlier adoption
permitted. IFRS 15 will be applied by the Company on January 1, 2018. The Company is currently evaluating the impact
of the standard on its financial statements and disclosures but does not expect the adoption of IFRS 15 will have a material
impact on the Company’s net income and financial position. However, disclosures will be expanded in the notes to its
financial statements as prescribed by IFRS 15.
In July 2014, the IASB completed the final elements of IFRS 9 Financial Instruments. The standard supersedes earlier
versions of IFRS 9 and completes the IASB’s project to replace IAS 39 Financial Instruments: Recognition and
Measurement. IFRS 9 introduces a single approach to determine whether a financial asset is measured at amortized cost
or fair value and replaces the multiple rules in IAS 39. The approach is based on how an entity manages its financial
instruments in the context of its business model and the contractual cash flow characteristics of the financial assets. For
financial liabilities, IFRS 9 retains most of the requirements of IAS 39; however, where the fair value option is applied to
financial liabilities, any change in fair value resulting from an entity’s own credit risk is recorded in OCI rather than the
statement of income, unless this creates an accounting mismatch.
In addition, IFRS 9 introduces a new expected credit loss model for calculating impairment of financial assets, replacing
the incurred loss impairment model required by IAS 39. IFRS 9 also contains a new model to be used for hedge accounting.
The standard will come into effect for annual periods beginning on or after January 1, 2018, with earlier adoption
permitted. The Company does not currently apply hedge accounting and does not intended to apply hedge accounting
to any of its existing risk management contracts on the adoption of IFRS 9.
IFRS 9 will be applied by the Company on January 1, 2018. The Company is currently evaluating the impact of the standard
on its financial statements and disclosures but does not expect the adoption of IFRS 9 to have a material impact on the
company’s net income and financial position.
In January 2016, the IASB issued IFRS 16 Leases, which replaces IAS 17 Leases. For lessees applying IFRS 16, a single
recognition and measurement model for leases would apply, with required recognition of assets and liabilities for most
leases. The standard will come into effect for annual periods beginning on or after January 1, 2019, with earlier adoption
permitted if the entity is also applying IFRS 15 Revenue from Contracts with Customers. The standard is required to be
adopted either retrospectively or using a modified retrospective approach. The Company is currently evaluating the impact
of the standard on its financial statements.
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5.

EXPLORATION AND EVALUATION ASSETS
The following reconciles the carrying amounts of exploration and evaluation assets:
December 31, 2017
4,122
1,745
(263)
$
5,604

(000s)
Balance, beginning of period
Acquisitions
Additions
Reclassification to PPE
Balance, end of year

December 31, 2016
3,460
662
4,122

$

Additions in the period are primarily related to the acquisition of seismic data, undeveloped land lease rentals and
capitalized salaries of $0.2 million (2016 $0.2 million). During the year ended December 31, 2017, there were no indicators
of impairment.
6.

BUSINESS COMBINATION
2017
On September 26, 2017 Mount Bastion closed an additional acquisition of light oil assets in the Red Earth, Alberta area.
The property acquisition has been accounted for as a business combination under IFRS 3. The effective date was May 1,
2017. The purchase price was $7.2 million, after adjustments.
Net assets acquired (000s)
Property, plant and equipment
Decommissioning liabilities

$
$

9,709
(2,504)
7,205

$

7,205

Consideration for the acquisition (000s)
Cash

This purchase price adjustment is preliminary and is subject to adjustments.
The acquired assets have contributed revenue of $1.6 million and operating income of $0.4 million since September 26,
2017. On a pro-forma basis, had the acquisition closed on January 1, 2017 the assets would have contributed an estimated
$5.6 million of revenue and $1.7 million of operating income for the year ended December 31, 2017.
In Q1 of 2017 Mount Bastion closed a minor working interest acquisition for the cash consideration of $35,000.
2016
On April 15, 2016, Mount Bastion closed an acquisition of light oil assets in the Red Earth, Alberta area. The property
acquisition has been accounted for as a business combination under IFRS 3.
After closing adjustments, the purchase price was $142.0 million. The acquisition has an effective date of January 1, 2016
and the purchase price has been adjusted for the results of operation between the effective and closing dates of the
transaction.
Net assets acquired (000s)
Property, plant and equipment

$

159,487

$

(18,363)
142,035

$

142,035

Exploration & evaluation assets

911

Decommissioning liabilities
Consideration for the acquisition
Cash

On November 1, 2016, Mount Bastion closed an additional acquisition of light oil assets in the Sawn Lake, Alberta area.
The property acquisition has been accounted for as a business combination under IFRS 3. The closing date and effective
date were November 1, 2016. The purchase price was $10.0 million.
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Net assets acquired (000s)
Property, plant and equipment
Exploration & evaluation assets
Decommissioning liabilities

$

Consideration for the acquisition (000s)
Cash

7.

$

$

7,600
2,549
(149)
10,000

$

10,000

PROPERTY, PLANT AND EQUIPMENT

(000s)
Balance, December 31, 2015
Additions
Acquisitions
Changes in decommissioning provision
Depletion and depreciation
Balance, December 31, 2016
Additions
Acquisitions
Changes in decommissioning provision
Reclassifcation
Depletion and depreciation
Balance, December 31, 2017

$

Cost
12
8,668
167,087
36,181

$

211,948
44,769
9,763
6,237
263

$

272,980

Accumulated
depletion and
depreciation
(1)
(24,952)
(24,953)
(33,439)
(58,392)

Net book Value
11
8,668
167,087
36,181
(24,952)
186,995
44,769
9,763
6,237
263
(33,439)
214,588

Additions totalled $54.5 million (including $1.3 million capitalized overhead and $0.2 million of capitalized employee
benefits in 2017; $0.1 million capitalized overhead and $0.2 million capitalized employee benefit for 2016) consisting
predominately of drilling 6 wells and completing six wells targeting the Slave Point formation and the drilling of one vertical
well targeting the Granite Wash formation during the first 9 months of the year along with the drilling of three wells
targeting the Slave Point formation in Q4 17 which were completed and placed on production during Q1 2018.
As at December 31, 2017, $200.7 million (December 31, 2016 $149 million) of estimated future development costs, based
on the December 31, 2017 reserve report, were included in costs subject to depletion.
During the period ended December 31, 2017, there were no indicators of impairment (December 31, 2016 no indicators
of impairment).
8.

BANK DEBT
At December 31, 2017, the Company has a credit facility of $30 million comprised of a $10 million non-syndicated operating
facility and a $20 million syndicated extendible revolving facility. Repayments of principal are not required provided that
the borrowings under the credit facility do not exceed the authorized borrowing amount and the Company is in compliance
with all covenants, representations and warranties. The facility has financial covenants:
•
•

Adjusted Working Capital not less than 1:1; being current assets including undrawn availability under the facility
to current liabilities both excluding unrealized hedging gains/losses
Consolidated Net Debt to Cash flow ratio not greater than 3:1; being all indebtedness, liabilities and obligations
of amounts borrowed plus/minus working capital adjustments to trailing 12 months net income plus depreciation,
depletion, accretion, exploration expense, future income taxes and other non-cash items added back in the
statement of cash flows.

The Company is in compliance with its covenants and was un-drawn on the facility at December 31, 2017.
The facility is available by way of banker’s acceptance (“BA”) and prime rate loans. Advances under the credit facility
bear interest at the bank’s prime rate or BA rates plus between 1.00% and 3.5%, based on the Company’s net debt to
cash flow ratio.
The credit facility is secured by a general security agreement and a first floating charge debenture in the amount of $200
million covering all the Company’s assets.
The authorized borrowing base is subject to interim and annual reviews by the financial institutions. The annual renewal
occurred in May 2017. As part of the review, the available borrowing base was increased significantly. To reduce the
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carrying cost of the unutilized facility, the Company elected to reduce the credit facility from $50 million to $30 million for
the near term. During Q3, 2017 the mid-year review was completed and the borrowing base was reconfirmed by the
financial institutions. The next borrowing base review will be completed by May 2018.
9.

DECOMMISSIONING LIABILITIES
The decommissioning liabilities are estimated based on the Company’s net ownership in all wells and facilities, the
estimated costs to abandon and reclaim the wells and facilities and the estimated timing of the costs to be incurred in
future periods. As at December 31, 2017, the total undiscounted amount of the estimated cash flows required to satisfy
the future decommissioning liabilities is approximately $80.5 million, which will be primarily incurred over the next 25 –
40 years. A risk-free rate of 2.26% and an inflation rate of 1.5% (December 31, 2016 2.34% and 1.3% respectively)
were used to calculate the fair value of the decommissioning liability. A change in estimate has been recognized for the
change in the risk-free rate at December 31, 2017.
The following reconciles the changes in the Company’s decommissioning liabilities:
December 31, 2017
$
55,392
2,523
(1,727)
1,001
6,962
(128)
1,331
$
65,354

(000s)
Balance, beginning of period
Acquired
Change in estimate
Liabilities incurred
Revaluation of acquired decommissioning liabilities (1)
Liabilities settled
Accretion expense
Balance, end of period (current and non-current)
(1)

December 31, 2016
18,512
(2,149)
32
38,298
(100)
799
55,392

Revaluation of acquired decommissioning liabilities at period end using a risk-free discount rate compared to the date of acquisition when
decommissioning liabilities are stated at fair value.

10.

SHARE CAPITAL

a)

Authorized
The authorized share capital of Mount Bastion consists of an unlimited number of common shares, an unlimited number
of preferred shares, issuable in series, and an unlimited number of special shares, issuable in series.
As at December 31, 2017 and April 24, 2018 there are 162,740,000 common shares and 0 special shares outstanding. On
March 18, 2017, the call provision associated with the special shares expired unexercised and were subsequently redeemed
and cancelled.

b)

Stock options & performance warrants
The Company’s stock option plan limits the number of common shares reserved under the plan to a maximum number of
the common shares issued and outstanding. Outstanding stock options are not to exceed 10% of issued and outstanding
common shares and performance warrants are limited to 20% of issued and outstanding common shares.

Balance, December 31, 2015
Granted
Balance, December 31, 2016

Weighted Average
Exercise Price
$1.00
$1.00

Number of Options
13,581,656
13,581,656

Vested
-

Granted
Forfeited
Vested
Balance, December 31, 2017

1.20
1.00
1.00
$1.03

1,990,000
(216,614)
15,355,042

4,527,219
4,527,219

The fair value of the stock options granted during the year ended December 31, 2017 was calculated using the BlackScholes option-pricing model using an expected life of two - three years, weighted average risk-free rate of 1.15% and
expected weighted average volatility of 43 percent. The weighted average fair value of the stock options were $0.34 per
share. The options have an exercise price of $1.00 – $1.50 and have a five year term with vesting of one-third on each
anniversary date.
As at December 31, 2017, 30,623,440 performance warrants with strike prices in five tranches ranging from $1.40 to
$2.50 per share have been issued. The performance warrants have a five-year life and vest one-fifth on each of the first
through fifth anniversary. Performance warrants vesting is not subject to market conditions and is based on time. The
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fair value of the performance warrants granted during the year ended December 31, 2017 were calculated using the BlackScholes option-pricing model using an expected life of two to three years, weighted average risk-free rate of 1.15% and
weighted average expected volatility of 43 percent. The weighted average fair value of the performance warrants was
$0.16 per share.
The number and weighted average exercise price of performance warrants under the plan are as follows:
Weighted Average
Exercise Price
$1.94
$1.94
2.05
2.08
1.94
$1.95

Balance, December 31, 2015
Granted
Balance, December 31, 2016
Granted
Forfeited
Vested
Balance, December 31, 2017

Number of Performance
Warrants
27,163,312
27,163,312
3,980,000
(519,872)
30,623,440

Vested
5,432,662
5,432,662

The Company’s stock option plan and performance warrants includes provisions whereby certain events, including change
of control can result in the acceleration of the vesting period.
c)

Earnings per share
Per share amounts have been calculated on the weighted average number of shares outstanding as follows:

Balance, December 31, 2015
Balance, December 31, 2016
Balance, December 31, 2017
(1)

11.

Weighted average number of common
shares - basic
116,688,315
162,709,589

Weighted average number of common
shares - diluted (1)
116,688,315
167,960,581

Per share information is calculated on the basis of the weighted average number of common shares outstanding during the period. Diluted
per share information reflects the potential dilution that could occur if securities or other contract to issue common shares were exercised or
converted to common shares. Diluted per share information is calculated using a method which assumes that any proceeds received by the
Company upon the exercise of in-the-money stock options or performance warrants would be used to buy back common shares at the average
market price for the period. The calculation of the diluted net income per share for the year ended December 31, 2017 excludes 785,000
options and 24,708,778 warrants as they are not in-the-money.

SUPPLEMENTAL CASH FLOW INFORMATION
Months Ended
Months
December 31,
Ended
2017 December

Year Ended
December 31,
2016

(3,386)

(8,112)

(3,828)

7,171

1,792

1,650

11,209
9,173

4,015
12,836

$

8,901
5,469

Operating activities

40

6,288

$

40

Financing activities
Investing activities

5,429
5,469

(2)
824
7,110 $

5,429
5,469

Accounts receivable
Prepaid expenses and deposits
Accounts payable and accrued liabilities
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Year Ended
December 31,
2017

(46)

(356)
12,323
3,855

(732)
4,587
3,855
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12.

RISK MANAGEMENT
The Company has exposure to credit, liquidity, and foreign currency risk from its use of financial instruments. Further
qualitative disclosures are included throughout these financial statements.
The Board of Directors has overall responsibility for identifying the principal risks of the Company and ensuring the policies
and procedures are in place to appropriately manage these risks. Mount Bastion’s management identifies, analyzes and
monitors risks and considers the implication of the market condition in relation to the Company's activities.

a) Fair Value of Financial Instruments:
Financial instruments comprise cash, accounts receivable, accounts payable and accrued liabilities and financial derivative
instruments liability.
There are three levels of fair value by which a financial instrument can be classified:
Level 1 - Quoted prices in active markets for identical assets and liabilities such as traded securities on a registered
exchange where there are a sufficient frequency and volume of transactions to provide ongoing pricing information.
Level 2 - Inputs other than quoted prices that are observable for the asset and liability either directly and indirectly such
as quoted forward prices for commodities, time value and volatility factors which can be substantially observed or
corroborated in the marketplace; and
Level 3 - Inputs that are not based on observable market data.
The fair value of cash, accounts receivable, accounts payable and accrued liabilities approximate their carrying amounts
due to their short term maturities.
The Company values financial derivative instruments by referencing the quoted commodity forward price for the relevant
period compared to the contract price and discounts the differences taking into account counterparty credit risk if in an
asset position and Company credit risk where the contract is in a liability position.

The following table summarizes the Company’s financial instruments at December 31, 2017:
Fair value through
profit and loss

(000s)
Assets
Cash
Accounts receivable

Loans and
receivables Financial liabilities
23,359
11,500

Prepaid expenses and deposits
Liabilities
Accounts payable and accrued liabilities
Financial derivative instruments (level 2 financial instrument)

23,359
11,500

448
35,307

21,292

5,832
5,832

Total carrying value

-

21,292

448
35,307
21,292
5,832
27,124

The following table summarizes the Company’s financial instruments at December 31, 2016:
Fair value through
profit and loss

(000s)
Assets
Cash
Accounts receivable
Prepaid expenses and deposits

Loans and
receivables

Liabilities
Shareholder loan
Accounts payable and accrued liabilities
Financial derivative instruments (level 2 financial instrument)

26,381
8,114
402
34,897

Financial liabilities

Total carrying value

-

26,381
8,114
402
34,897

12,391
3,629
3,629
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16,020

G-90

Annual Financial Statements
b) Risks Associated with Financial Assets and Liabilities
Commodity Price Risk
Due to the volatile nature of natural gas and oil commodity prices, the Company is potentially exposed to adverse
consequences if commodity prices decline. The Company is exposed to commodity price movements as part of its
operations, particularly in relation to the prices received for its oil and gas production. Oil and gas is sensitive to numerous
worldwide factors, many of which are beyond the Company’s control. Changes in global supply and demand fundamentals
in the oil and gas market and geopolitical events can significantly affect oil and gas prices. Consequently, these changes
could also affect the value of the Company’s properties, the level of spending for exploration and development and the
ability to meet obligations as they come due. The Company’s oil production is sold under short-term contracts, exposing
it to the risk of near-term price movements.
It is the Company’s policy to economically hedge a portion of its crude oil sales through the use of financial derivative
instruments. The Company does not apply hedge accounting to these contracts.
As a means of managing commodity price and foreign exchange volatility, the Company enters into various derivate
financial instrument agreements. During the year ended December 31, 2017, the Company has unrealized hedging losses
of $2.2 million and $0.4 million realized hedging loss, settled in January 2018.
Year Ended December
Year Ended December
31, 2017
31, 2016
(107)
$
(2,203) $
(440)
(3,629)
$
(2,643) $
(3,736)

Unrealized gain (loss) on financial derivative instruments
Realized gain (loss) on financial derivative instruments

The following table outlines Mount Bastion’s financial derivative contracts:
Crude oil contracts- (Costless Collars)
Period
Volume
May 2016 - Dec 2016
1,400 bbl/d
Jan 2017 - Dec 2017
575 bbl/d
Jan 2017 - Oct 2017
1,400 bbl/d
Nov 2017 - Dec 2018
1,200 bbl/d
Nov 2017 - Dec 2018
400 bbl/d
Jan 2018 - Dec 2018
650 bbl/d

Price/Unit
$67.15/$50.00
$78.00/$60.15
$70.25/$50.00
$68.00/$55.00
$70.00/$55.00
$72.00/$55.00

Reference
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX
CDN WTI-NYMEX

Fair Value ($000s) Fair Value ($000s)
as at
as at
December 31, 2017 December 31, 2016
N/A
(106)
(394)
(3,235)
(3,671)
N/A
(981)
N/A
(1,180)
N/A
(5,832)
(3,629)

Assuming all other variables remain constant, a 10% increase in NYMEX WTI forward curve, after converting to Canadian
dollars would have resulted in a current liability of $11.1 million and an unrealized loss of $7.5 million. Furthermore, again
assuming all other variables remain constant, a 10% decrease in NYMEX WTI forward curve after converting to Canadian
dollars would have resulted in a current liability of $1.5 million and an unrealized gain of $2.4 million. The sensitivities are
based on the outstanding commodity contract as at December 31, 2017.

Interest Rate Risk
The Company is exposed to interest rate risk to the extent that bank debt is at a floating or short-term rate of interest.
The Company is exposed to interest rate risk in relation to interest expense on its Credit Facility and operating loan facility.
The Credit Facility bears interest at rates ranging from prime or BA rates plus 1.0 to 3.5 percent, depending on net debt
to cash-flow ratio in the previous quarters, and is subject to an annual standby fee on the undrawn portion. As at
December 31, 2017, 0 was drawn on the Credit facility. Currently the Company has not entered into any agreements to
manage this risk.

Foreign Currency Exchange Risk
Foreign currency exchange rate risk is the risk that the fair value or future cash flows will fluctuate as a result of changes
in foreign exchange risks. All of the Company’s petroleum and natural gas sales are denominated in Canadian dollars.
However, the underlying market prices in Canada for petroleum and natural gas are impacted by changes in the exchange
rate between the Canadian and United States dollar.

Liquidity Risk
The Company’s approach to managing liquidity risk is to have sufficient cash and/or credit facilities to meet its obligations
when due. Management typically forecasts cash flows for a period of 12 to 48 months to identify any financing
requirements. Liquidity is managed through daily and longer-term cash, debt and equity management strategies. These
include estimating future cash generated from operations based on reasonable production and pricing assumptions,
estimating future discretionary and non-discretionary capital expenditures and assessing the amount of equity or debt
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financing available. As at December 31, 2017, the Company considers itself to be well-capitalized, with working capital in
excess of current commitments.
As at December 31, 2017, substantially all financial liabilities had contractual maturities of less than one year except for
those transportation and processing commitments described in Note 13.

Credit Risk
Credit risk is the risk of financial loss to the Company if a customer or counter-party to a financial instrument fails to meet
its contractual obligations and arises principally from the Company’s receivables from joint venture partners and petroleum
and natural gas marketers. As at December 31, 2017, the Company’s receivables consisted of $9.1 million from petroleum
and gas marketers, $1.4 million due from joint venture partners, and $0.2 million of other receivables. These amounts are
presented net of allowance for doubtful accounts.
Receivables from petroleum and natural gas marketers are normally collected on the 25th day of the month following
production. The Company attempts to mitigate credit risk by establishing marketing relationships with various purchasers.
Joint venture receivables are typically collected within one to three months of the joint venture bill being issued to the
partner. The Company attempts to mitigate the risk from joint venture receivables by obtaining partner approval of
significant capital expenditures prior to expenditure. However, the receivables are from participants in the petroleum and
natural gas sector, and collection of the outstanding balances is dependent on industry factors such as commodity price
fluctuations, escalating costs and the risk of unsuccessful drilling. In addition, further risk exists with joint venture partners
as disagreements occasionally arise that increase the potential for non-collection. The Company can obtain collateral from
significant petroleum and natural gas marketers on an as needed basis, typically in the form of a letter of credit and the
Company does have the ability to withhold production from joint venture partners in the event of non-payment.
The carrying value of accounts receivable and fair value of financial contracts when outstanding represent the maximum
credit exposure.
The Company’s most significant customers are four oil and natural gas marketers, accounting for approximately 97% of
the Company’s 2017 revenue.
As at December 31, 2017 the Corporation estimates its total amounts receivables, net of the allowances for doubtful
accounts are $10.2 million current and $0.6 million non-current over 90 days. The Company has $0.5 million of joint
venture payables which it can apply against the non-current balance to reduce its exposure to partners.

c) Capital Disclosure
In order to continue the Company’s future exploration and development program, the Company must maintain a strong
capital base to enable access to equity and debt markets. The Company continually monitors the risk/reward profile of its
exploration and development projects and the economic indicators in the market including commodity prices, interest
rates and foreign exchange rates. After considering these factors, revisions to the Company’s capital budget are made
upon the approval of the Board of Directors.
The Company considers shareholders’ equity and net debt (excluding derivative contract liability) as components of its
capital base. The Company can access or increase capital through the issuance of shares, through bank borrowings (based
on reserves) and by building cash reserves by reducing its capital expenditure program.
The Company monitors its capital based primarily on its net debt to annualized funds flow ratio. Net debt and annualized
funds flow are non-GAAP measures. Net debt is defined as long term debt plus any net working capital deficiency
excluding derivative contract asset/liability. Annualized funds flow is calculated as cash flow from operations before
changes in non-cash working capital for the Company’s most recent quarter, multiplied by four. The Company’s strategy
is to maintain this ratio at less than 1 to 1. This ratio may increase somewhat depending on the timing and nature of the
Company’s activities. To facilitate the management and control of this ratio, the Company prepares annual operating and
capital expenditure budgets. The budgets are updated when critical factors change. These include economic factors such
as the state of equity markets, changes to commodity prices, interest rates and foreign exchange rates and Company
specific factors or assumptions such as the Company’s drilling results and its production profile. The Company’s board of
directors approves the budget and changes thereto. As at December 31, 2017, the Company working capital of $14 million
which excludes financial derivative instruments.
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13.

COMMITMENTS
The Company has commitments for its head office lease and for various firm service and processing charge contracts as
follows:
$

Transportation & processing charges
Operating Leases
Total Contractual Obligations

14.

$

Total
1,703
416
2,119

<1 year
789
250
1,039

1-3 years
914
166
1,080

RELATED PARTY TRANSACTIONS
The Company has retained Noble Well Services Inc. (“Noble”) to provide service rigs in its operations. A director and an
employee of Mount Bastion hold ownership and serve as directors to this service provider.
During the year ended December 31, 2017, the Company incurred $3.6 million (December 31, 2016 - $ 1.8 million)
primarily in service rig expenditures and as at December 31, 2017 a payable and accrued liability balance of $0.3 million
(December 31, 2016 – $0.5 million) is outstanding to Noble. These transactions are recorded at the exchange amount.
During the year, the company incurred the following related to key management (President, Chief Executive Officer, Chief
Financial Officer and three Vice Presidents):

Year ended
December 31, 2017

Key management compensation
Cash remuneration
Share-based compensation
Total key management compensation

15.

$
$

1,041
1,748
2,789

Year ended
December 31, 2016
$

921
407
1,328

$

INCOME TAXES
Year ended
December 31, 2017
350
811
1,161

Current Income tax expense
Deferred Income tax expense
Income Tax expense

Year ended
December 31, 2016
750
(2,671)
(1,921)

The following table reconciles the income tax expense (recovery) computed by applying the Canadian statutory rate to
the net income tax per the statement of comprehensive income with the income tax expense (recovery) actually recorded:
Year ended
December
Year ended
31, 2017 December 31, 2016
Income (loss) before taxes
Combined federal and provincial tax rate
Computed “expected” tax expense (recovery)
Increase (decrease) in taxes resulting from:
Investment tax credits
Share-based compensation and other non deductibles
Deferred tax true-up
Current tax true-up
Total tax expense

6,198

(7,708)

27%
1,673

27%
(2,081)

(1,280)
666
852
(750)
1,161

160
(1,921)

The Company has a taxation year ending September 30 for tax filing purposes. Therefore taxable income for tax purposes
and financial reporting purposes will be offset by Q4 results from the prior period and current period.
The components of the net deferred income tax asset at December 31, 2017 and 2016 were as follows:
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December 31, 2017
Deferred income tax assets:
Decommissioning liability
Derivative liability and other

December 31, 2016

17,645
1,594
19,239

14,956
976
15,932

(17,379)
1,860

(13,261)
2,671

December 31, 2017

December 31, 2016

Deferred income tax liabilities:
Property, plant and equipment
Net deferred income tax asset

The net deferred income tax assets is expected to be recovered as follows:
Deferred tax assets:
Deferred tax asset to be recovered after more than 12 months
Deferred tax asset to be recovered within 12 months
Deferred tax liabilities:
Deferred tax liability to be recovered after more than 12 months
Deferred tax liability to be recovered within 12 months
Net deferred income tax asset
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(17,379)
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SCHEDULE B
AUDIT COMMITTEE MANDATE

MOUNT BASTION OIL & GAS CORP.
(the "Corporation" or "Mount Bastion")
AUDIT COMMITTEE
MANDATE
OVERALL ROLE AND RESPONSIBILITY
The Audit Committee (the "Committee") has the oversight role set out in this mandate. Management of the
Corporation, the Board of Directors (the "Board") of the Corporation, the Corporation's independent auditor and the
Corporation's internal auditor all play important roles in respect of compliance and the preparation and presentation
of financial information. Management is responsible for compliance and the preparation of financial statements and
periodic reports. Management is responsible for ensuring the Corporation's financial statements and disclosures are
complete, accurate, in accordance with generally accepted accounting principles and applicable laws. The Board in
its oversight role is responsible for ensuring that management fulfills its responsibilities. The independent auditor,
following the completion of its annual audit, opines on the presentation, in all material respects, of the financial
position and results of operations of the Corporation in accordance with Canadian generally accepted accounting
principles. The Committee shall:
1.

2.

assist the Board in its oversight role with respect to:
(a)

the quality and integrity of financial information;

(b)

the independent auditor's performance, qualifications and independence;

(c)

the performance of the Corporation's internal audit function, if applicable; and

(d)

the Corporation's compliance with legal and regulatory requirements;

prepare such reports of the Committee required to be included in the information/proxy circular of the
Corporation in accordance with applicable laws or the rules of applicable securities regulatory authorities.

MEMBERSHIP
1.

The Committee will be comprised of at least three (3) Directors or such greater number as the Board may
determine from time to time and at least half the members of the Committee shall be "independent" (as
such term is used in National Instrument 52-110 – Audit Committees ("NI 52-110") unless the Board
determines that the exemption contained in NI 52-110 is available and determines to rely thereon.

2.

The Board shall designate one (1) member of the Audit Committee as the Committee Chair.

3.

All of the members of the Committee must be "financially literate" (as defined in NI 52-110) unless the
Board determines that an exemption under NI 52-110 from such requirement in respect of any particular
member is available and determines to rely thereon in accordance with the provisions of NI 52-110.

4.

Any members of the Committee may be removed or replaced at any time by the Board and will cease to be
a member of the Committee as soon as such member ceases to be a Director. The Board may fill vacancies
on the Committee by appointment from among its members. If and whenever a vacancy exists on the
Committee, the remaining members may exercise all its powers so long as a quorum remains. Subject to
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the foregoing, following appointment as a member of the Committee each member will hold such office
until the Committee is reconstituted.
SPECIFIC DUTIES
Oversight of the Independent Auditor
1.

Make recommendations to the Board for the appointment and replacement of the independent auditor.

2.

Responsible for the compensation and oversight of the work of the independent auditor (including
resolution of disagreements between management and the independent auditor regarding financial
reporting) for the purpose of preparing or issuing an audit report or related work. The independent auditor
shall report directly to the Committee.

3.

Authority to pre-approve all audit services and permitted non-audit services (including the fees, terms and
conditions for the performance of such services) to be performed by the independent auditor.

4.

Evaluate the qualifications, performance and independence of the independent auditor, including (i)
reviewing and evaluating the lead partner on the independent auditor's engagement with the Corporation,
and (ii) considering whether the auditor's quality controls are adequate and the provision of permitted nonaudit services is compatible with maintaining the auditor's independence.

5.

Obtain from the independent auditor and review the independent auditor's report regarding the management
internal control report of the Corporation to be included in the Corporation's annual information/proxy
circular, as required by applicable law.

6.

Ensure the rotation of the lead (or coordinating) audit partner having primary responsibility for the audit
and the audit partner responsible for reviewing the audit as required by law (currently at least every five (5)
years).

7.

When there is to be a change in auditors, review the issues related to the change and the information to be
included in the required notice to securities regulators and/or shareholders of such change.

Financial Reporting
1.

Satisfy itself on behalf of the Board with respect to Mount Bastion's internal control systems.

2.

Review the annual and interim financial statements of Mount Bastion and related management's discussion
and analysis ("MD&A") prior to their submission to the Board for approval. The process should include,
but not be limited to:
(e)

reviewing changes in accounting principles and policies, or in their application, which may have a
material impact on the current or future years' financial statements;

(f)

reviewing significant accruals, reserves or other estimates such as the goodwill impairment
assessment;

(g)

reviewing accounting treatment of unusual or non-recurring transactions;

(h)

ascertaining compliance with covenants under loan agreements;

(i)

reviewing disclosure requirements for commitments and contingencies;

(j)

reviewing adjustments raised by the external auditors, whether or not included in the financial
statements;
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(k)

reviewing unresolved differences between Management and the external auditors; and

(l)

obtain explanations of significant variances with comparative reporting periods.

3.

Review the financial statements, MD&A, annual information form, if any, and all disclosure to
shareholders containing audited or unaudited financial information before release and prior to Board
approval. The Committee must be satisfied that adequate procedures are in place for the review of Mount
Bastion's disclosure of all other financial information and will periodically assess the accuracy of those
procedures.

4.

Review with external auditors (and internal auditor if one is appointed by Mount Bastion) their assessment
of the internal controls of Mount Bastion, their written reports containing recommendations for
improvement, and Management's response and follow-up to any identified weaknesses. The Committee
will also review annually with the external auditors their plan for their audit and, upon completion of the
audit, their reports upon the financial statements of Mount Bastion and its subsidiaries (if any).

5.

Establish a procedure for:

6.

(a)

the receipt, retention and treatment of complaints received by Mount Bastion regarding
accounting, internal accounting controls or auditing matters; and

(b)

the confidential, anonymous submission by employees of Mount Bastion of concerns regarding
questionable accounting or auditing matters.

Recommend, for approval of the Board, the financial statements and other mandatory disclosure releases
containing financial information.

FUNDING FOR THE INDEPENDENT AUDITOR AND RETENTION OF OTHER INDEPENDENT
ADVISORS
1.

MBOG shall provide for appropriate funding, as determined by the Committee, for payment of
compensation to the independent auditor for the purpose of issuing an audit report and to any advisors
retained by the Committee. The Committee shall also have the authority to retain such other independent
advisors as it may from time to time deem necessary or advisable for its purposes and the payment of
compensation therefore shall also be funded by the Corporation.

APPROVAL OF AUDIT AND REMITTED NON-AUDIT SERVICES PROVIDED BY EXTERNAL
AUDITORS
1.

Over the course of any year there will be two levels of approvals for consideration by the Committee. The
first is the existing annual Committee approval of the audit engagement and identifiable permitted nonaudit services for the coming year. The second is in-year Committee pre-approvals of proposed audit and
permitted non-audit services as they arise.

2.

Any proposed audit and permitted non-audit services to be provided by the external auditor to the
Corporation or its subsidiaries must receive prior approval from the Committee, in accordance with this
protocol. The CFO shall act as the primary contact to receive and assess any proposed engagements from
the external auditor.

3.

Following receipt and initial review for eligibility by the primary contacts, a proposal would then be
forwarded to the Committee for review and confirmation that a proposed engagement is permitted.

4.

In the majority of such instances, proposals may be received and considered by the Chair of the Committee
(or such other member of the Committee who may be delegated authority to approve audit and permitted
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non-audit services), for approval of the proposal on behalf of the Committee. The Committee Chair will
then inform the Committee of any approvals granted at the next scheduled meeting.
MEETINGS, MINUTES AND ADMINISTRATIVE MATTERS
1.

The affirmative vote of a majority of the members of the Committee participating in any meeting of the
Committee is necessary for the adoption of any resolution.

2.

The Chair will preside at all meetings of the Committee, unless the Chair is not present, in which case the
members of the Committee that are present will designate from among such members the Chair for
purposes of the meeting.

3.

A quorum for meetings of the Committee will be a majority of its members, and the rules for calling,
holding, conducting and adjourning meetings of the Committee will be the same as those governing the
Board unless otherwise determined by the Committee or the Board.

4.

The Committee shall meet as often as it determines, but not less frequently than quarterly. The Committee
shall report to the Board on its activities after each of its meetings at which time minutes of the prior
Committee meeting shall be tabled for the Board. The Chief Financial Officer of Mount Bastion will
attend meetings of the Committee, unless otherwise excused from all or part of any such meeting by the
Chair.

5.

The Committee will meet with the external auditor at least once per year (in connection with the
preparation of the year-end financial statements) and at such other times as the external auditor and the
Committee consider appropriate.

6.

Agendas, approved by the Chair, will be circulated to Committee members along with background
information on a timely basis prior to the Committee meetings.

7.

The Committee may retain persons having special expertise and may obtain independent professional
advice to assist in fulfilling its responsibilities at the expense of Mount Bastion, as determined by the
Committee.

8.

The Committee is expected to establish and maintain free and open communication with management and
the independent auditor and shall periodically meet separately with each of them.
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SCHEDULE C
51-101 FORMS

G-99

G-100

G-101
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FORM 51-101F3
Report of Management and Directors on Reserves Data and Other Information
Terms to which a meaning is ascribed in National Instrument 51-101 - Standards of Disclosure for Oil and
Gas Activities have the same meaning herein.
Management of Mount Bastion Oil & Gas Corp. (the “Corporation”) is responsible for the preparation and
disclosure of information with respect to the Corporation’s oil and gas activities in accordance with
securities regulatory requirements. This information includes reserves data, which are estimates of
proved reserves and probable reserves and related future net revenue as at December 31, 2017,
estimated using forecast prices and costs.
Sproule Associates Limited (“Sproule”), an independent qualified reserves evaluator, has evaluated and
reviewed the Corporation’s reserves data. The report of the independent qualified reserves evaluator was
provided to the Corporation for the year ended December 31, 2017 in a report dated February 28, 2018
(the “Original Report”).
In respect of the Original Report, the Reserves Committee of the Board of Directors of the Corporation
has:
(a)

reviewed the Corporation’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 applicable reserves data with management and with Sproule.

The Reserves Committee of the Board of Directors has reviewed the Corporation’s procedures for
assembling and reporting other information associated with oil and gas activities and has reviewed that
information with management. The Board of Directors has, on the recommendation of the Reserves
Committee, in respect of the original report approved:
(a)

the content and filing of Form 51-101F1 incorporated into the Joint Information Circular,
containing reserves data and other oil and gas information;

(b)

the filing of Form 51-101F2, which are the reports of the independent qualified reserves
evaluators of on the reserves data; and

(c)

the content and filing of this report.

The Corporation provided consent for Sproule to prepare an alternate report of the Corporation’s assets
as of December 31, 2017 on behalf of Surge Energy Inc. (“Surge”). Considering that the inclusion of the
Corporation’s assets would only represent a portion of Surge’s full portfolio of drilling opportunities, that
corporately Surge would have different drivers for capital allocation/timing and reserves
replacement/growth respective of Surge’s dividend payments and other capital considerations, Surge
engaged Sproule to prepare an alternate evaluation of the Corporation’s assets in which 74 of the
locations were deferred resulting in removal from the evaluation, and the remaining locations were
rescheduled, based on Surge’s anticipated capital spending in the assets. This report has an effective
date of December 31, 2017. No other changes to the Original Report were made. The Reserves
Committee and management of the Corporation have reviewed such report entitled Evaluation of the
P&NG Reserves of Mount Bastion Oil & Gas Corp. (As of December 31, 2017) Updated for the
Development Plan of Surge Energy Inc. dated September 17, 2018.
[Balance of Page Intentionally Left Blank.]

CAN: 28332795.2
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Because the reserves data are based on judgements regarding future events, actual results will vary and
the variations may be material. However, any variations should be consistent with the fact that reserves
are categorized according to the probability of their recovery.

(signed) “M. Brandon Swertz”
M. Brandon Swertz, Director & CEO

(signed) “Harry Yung”
Harry Jung, Director & Chairman of
the Reserves Committee

(signed) “Curt Labelle”
Curt Labelle, Director & President

CAN: 28332795.2
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APPENDIX H
INFORMATION CONCERNING SURGE
NOTICE TO READER
Unless the context indicates otherwise, capitalized terms which are used in this Appendix H and not otherwise
defined in this Appendix H have the meanings given to such terms under the heading “Glossary of Terms” in the
Information Circular.
FORWARD-LOOKING STATEMENTS
Certain statements contained in this Appendix H, and in certain documents incorporated by reference into this
Appendix H, constitute forward-looking statements and forward-looking information (collectively referred to herein
as “forward-looking statements”) or financial outlooks within the meaning of applicable Canadian securities laws.
Such forward-looking statements relate to future events or Surge’s future performance. See “Forward-Looking
Statements” in the Information Circular. Readers should also carefully consider the matters and cautionary
statements discussed under the heading “Risk Factors” in the Information Circular, and under the heading “Risk
Factors” in this Appendix H and the Surge AIF.
DOCUMENTS INCORPORATED BY REFERENCE
Information has been incorporated by reference in the Information Circular from documents filed with securities
commissions or similar authorities in Canada. Copies of the documents incorporated herein by reference may be
obtained on request without charge from Surge, at Suite 2100, 635-8th Avenue S.W., Calgary, Alberta T2P 3M3,
Telephone (403) 930-1010. In addition, copies of the documents incorporated herein by reference may be obtained
from the securities commissions or similar authorities in Canada through the SEDAR website at www.sedar.com.
The following documents of Surge, filed with the various securities commissions or similar authorities in each of the
provinces of Canada where Surge is a reporting issuer, are specifically incorporated by reference into and form an
integral part of the Information Circular:
(a)

the Surge AIF;

(b)

the Surge Annual Financial Statements;

(c)

the Surge Interim Financial Statements;

(d)

the Surge Annual MD&A;

(e)

the Surge Interim MD&A;

(f)

the Surge 2018 Information Circular; and

(g)

the material change report of Surge in respect of the Arrangement dated September 14, 2018.

Any documents of the type required by National Instrument 51-102 – Continuous Disclosure Obligations and
National Instrument 44-101 – Short Form Prospectus Distributions to be incorporated by reference in this
Information Circular, including any material change reports (excluding confidential material change reports),
comparative unaudited interim financial statements, comparative annual financial statements and the auditor’s report
thereon, management’s discussion and analysis, information circulars (excluding those portions that are not required
pursuant to National Instrument 44-101 – Short Form Prospectus Distributions of the Canadian Securities
Administrators to be incorporated by reference herein) and business acquisition reports filed by Surge with the
securities commissions or similar authorities in the provinces of Canada subsequent to the date of the Information
Circular and prior to the Effective Date shall be deemed to be incorporated by reference in the Information Circular.
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Any statement contained in a document incorporated or deemed to be incorporated by reference herein shall
be deemed to be modified or superseded for the purposes of the Information Circular to the extent that a
statement contained herein or in any other subsequently filed document which also is, or is deemed to be,
incorporated by reference herein modifies or supersedes such statement. The modifying or superseding
statement need not state that it has modified or superseded a prior statement or include any other
information set forth in the document that it modifies or supersedes. The making of a modifying or
superseding statement shall not be deemed an admission for any purposes that the modified or superseded
statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an omission
to state a material fact that is required to be stated or that is necessary to make a statement not misleading in
light of the circumstances in which it was made. Any statement so modified or superseded shall not be
deemed, except as so modified or superseded, to constitute a part of the Information Circular.
SUMMARY DESCRIPTION OF THE BUSINESS OF SURGE
Surge’s business consists of the exploration, development and production of oil and gas properties in western
Canada. Surge’s assets are comprised primarily of operated oil-weighted properties characterized by large original
oil in place crude oil reservoirs with low recovery factors and an extensive inventory of more than seven hundred
gross low risk development drilling locations and several high quality waterflood projects. The business objective of
Surge is to continue to build a moderate growth, dividend paying oil and gas company with focused, operated light
and medium gravity crude oil assets.
Surge is based in Calgary, Alberta and was incorporated under the ABCA on January 26, 1998 as a “Zapata Capital
Inc.” On June 18, 1999, Surge acquired all of the issued and outstanding shares of 744997 Alberta Ltd. and
amalgamated with 744997 Alberta Ltd. under the name “Zapata Energy Corporation”. On June 25, 2010, Surge
changed its name to “Surge Energy Inc.” On December 31, 2010, Surge amalgamated with its wholly owned
subsidiary, Breaker Resources Ltd. On December 31, 2012, Surge amalgamated with is wholly owned subsidiary,
Surge Oil Inc. On December 31, 2013, Surge amalgamated with its wholly owned subsidiaries, Flagstone Energy
Inc. and 1779275 Alberta Ltd. On December 31, 2014, Surge amalgamated with its wholly owned subsidiary,
Longview Oil Corp.
Surge is a “reporting issuer” or the equivalent in each of the provinces of Canada. The Surge Shares trade on the
TSX under the symbol “SGY”.
The head office of Surge is located at Suite 2100, 635 – 8th Avenue S.W. Calgary, Alberta, T2P 3M3. The registered
office of Surge is located at Suite 4000, 421 – 7th Avenue S.W., Calgary, Alberta, T2P 4K9.
For further information regarding Surge and its business activities, see the Surge AIF and the other documents
incorporated by reference in the Information Circular.
Intercorporate Relationships
The following diagram shows the intercorporate relationships among Surge and each of its material subsidiaries,
where each material subsidiary was incorporated or formed and the percentage of votes attaching to all voting
securities of each material subsidiary beneficially owned directly or indirectly by Surge. Reference should be made
to the appropriate sections of the Surge AIF for a complete description of the structure of Surge.
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RECENT DEVELOPMENTS
The Arrangement
On September 5, 2018, Surge entered into the Arrangement Agreement with MBOG, pursuant to which Surge
proposes to acquire all of the issued and outstanding shares of MBOG by way of a plan of arrangement under the
ABCA. For a full description of the Arrangement and the Arrangement Agreement, see the Information Circular
under the heading “The Arrangement” and further information relating to MBOG set forth in Appendix G –
Information Concerning MBOG".
Revised 2018 Guidance
As a result of the Arrangement, and based on an expected October 24, 2018 closing date, Surge upwardly revised its
2018 exit production guidance to 22,500 boe/d.
Increase to Credit Facility
On September 4, 2018, Surge received into a highly confidential letter from National Bank of Canada as lead lender
to Surge in respect of an increase to the Surge Credit Facilities expected to be entered into concurrently with, and
conditional upon, the closing of the Arrangement. See “Information Concerning Surge Following Completion of the
Arrangement – Surge Credit Facilities” in the Information Circular.
DESCRIPTION OF SHARE CAPITAL
Surge is authorized to issue an unlimited number of Surge Shares and an unlimited number of Surge Preferred
Shares, issuable in series, of which 233,618,191 Surge Shares and no Surge Preferred Shares are currently issued
and outstanding. Additionally, Surge has $44.5 million aggregate principal amount of Surge Debentures
outstanding.
The following is a summary description of the rights, privileges, restrictions and conditions attaching to the Surge
Shares, the Surge Preferred Shares and the Surge Debentures.
Common Shares
The holders of Surge Shares are: (i) entitled to one vote for each Surge Share held at all meetings of shareholders of
Surge other than meetings of the holders of any class or series of shares meeting as a class or series; (ii) entitled to
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receive any dividends declared by Surge on the Surge Shares; and (iii) subject to the rights of shares ranking prior to
the Surge Shares, to receive the remaining property of Surge on dissolution, after the payment of all liabilities.
Surge Preferred Shares
Surge Preferred shares may be issued in one or more series. The Surge Board is authorized to fix the number of
shares in each series and to determine the designation, rights, privileges, restrictions and conditions attached to the
shares of each series. Surge Preferred Shares are entitled to a priority over the Surge Shares with respect to the
payment of dividends and the distribution of assets upon the liquidation, dissolution or winding-up of Surge.
Surge Debentures
On November 15, 2017, Surge issued $44.5 million aggregate principal amount of Surge Debentures at a price of
$1,000 per Surge Debenture. The Surge Debentures are governed by a debenture indenture dated November 15,
2017 between Surge and Computershare Trust Company of Canada (the "Surge Debenture Indenture"), which is
available for review on www.sedar.com. The Surge Debentures have a maturity date of December 31, 2022 (the
"Maturity Date") and carry a coupon of 5.75% per annum payable semi-annually in arrears on December 31 and
June 30 (each an "Interest Payment Date") until maturity, commencing June 30, 2018. Each $1,000 principal
amount of Surge Debentures will be convertible at the option of the holder, at any time prior to the Maturity Date.
As of the date hereof, each $1,000 principal amount of Surge Debentures is convertible into 363.7002 Surge Shares,
representing a conversion price of $2.7495 per Surge Share (the "Conversion Price"), subject to further adjustment
upon certain events. Holders converting their Surge Debentures are entitled to receive accrued and unpaid interest
thereon for the period from the date of the latest Interest Payment Date to, but excluding, the date of conversion.
The Surge Debentures will not be redeemable before December 31, 2020. On and after December 31, 2020 and prior
to December 31, 2021, the Surge Debentures will be redeemable at Surge's option, subject to certain restrictions, in
whole or in part from time to time, on not more than 60 days’ and not less than 30 days’ prior written notice, at par
plus accrued unpaid interest if the weighted average trading price of the Surge Shares for the specified period is not
less than 125% of the Conversion Price. On or after December 31, 2021 and prior to the Maturity Date, the Surge
Debentures will be redeemable at Surge's option, subject to certain restrictions, in whole or in part from time to time,
on not more than 60 days’ and not less than 30 days’ prior written notice, at par plus accrued and unpaid interest.
Surge has the option to satisfy its obligation to repay the principal amount of the Surge Debentures due at maturity
or redemption of the Surge Debentures by the issuance of Surge Shares and the number of such Surge Shares will be
obtained by dividing the principal amount of the Surge Debentures by 95% of the volume weighted average trading
price of the Surge Shares for the 20 consecutive trading days ending on the fifth trading day preceding the date fixed
for maturity or redemption.
The Surge Debentures are direct, subordinated unsecured obligations of Surge and rank equally with one another
and with all other existing and future subordinated unsecured indebtedness of Surge. The Conversion Price is
subject to standard anti-dilution adjustments as set forth in the Surge Debenture Indenture.
The Surge Debentures are listed on the TSX under the symbol “SGY.DB”.
For further information on the terms of the Surge Debenture Indenture and the Surge Debentures, see the Surge AIF
and the Surge Debenture Indenture.
CONSOLIDATED CAPITALIZATION
Other than in connection with the Arrangement, there have been no material changes in the share or loan
capitalization of Surge since June 30, 2018.
See Appendix I - “Information Concerning Surge Following Completion of the Arrangement – Pro Forma
Capitalization” for the consolidated capitalization of: (i) MBOG as at June 30, 2018 before giving effect to the
Arrangement; (ii) Surge as at June 30, 2018 before giving effect to the Arrangement; and (iii) Surge as at June 30,
2018 after giving effect to the Arrangement.
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PRIOR SALES
The following table summarizes the issuances of Surge Shares or securities convertible into Surge Shares in the 12
month period prior to the date hereof.
Number of
Securities

Price per Security

Type of Security

October 2, 2017

15,000

N/A

Performance Share Awards

October 2, 2017

45,000

N/A

Restricted Share Awards

November 15, 2017

44,500

$1,000

Surge Debentures

December 31, 2017

80,000

N/A

Restricted Share Awards

January 31, 2018

6,500

N/A

Restricted Share Awards

February 15, 2018

150,000

N/A

Restricted Share Awards

March 14, 2018

15,000

N/A

Performance Share Awards

March 14, 2018

45,000

N/A

Restricted Share Awards

April 30, 2018

7,000

N/A

Restricted Share Awards

May 14, 2018

7,500

N/A

Restricted Share Awards

May 30, 2018

7,000

N/A

Restricted Share Awards

August 15, 2018

1,606,584

N/A

Restricted Share Awards

August 15, 2018

1,527,347

N/A

Performance Share Awards

September 5, 2018

412,500

N/A

Performance Share Awards

September 5, 2018

137,500

N/A

Restricted Share Awards

Date of Issuance

In addition, during the twelve-month period preceding the date hereof, (a) an aggregate of 3,423,345 Surge Shares
were issued pursuant to the vesting of previously issued Restricted Share Awards and Performance Share Awards;
and (b) an aggregate of 162,913 Restricted Share Awards and 240,904 Performance Share Awards were issued
pursuant to the reinvestment of cash dividends paid on the Surge Shares.
Surge has approval under a normal course issuer bid in place from February 23, 2018 to February 22, 2019 to
repurchase up to 11,653,475 Surge Shares. From February 23, 2018 to September 19, 2018, Surge repurchased an
aggregate of 2,725,631 Surge Shares for cash consideration of approximately $5.465 million.
PRICE RANGE AND VOLUME OF TRADING OF SURGE SHARES
The outstanding Surge Shares trade on the TSX under the trading symbol “SGY”. The following table sets out the
high and low trading prices and aggregate volume of trading of the Surge Shares for the periods noted below.
Period
2017
September
October
November
December
2018
January
February

High

Low

Volume

2.37
2.24
2.39
2.12

1.96
1.92
1.95
1.90

12,898,164
11,320,051
21,083,713
14,439,544

2.20
2.02

1.93
1.58

19,428,486
17,681,915
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Period

High

Low

March
April
May
June
July
August
September 1-19

2.10
2.46
2.76
2.50
2.59
2.45
2.52

1.77
1.88
2.27
2.19
2.34
2.10
2.14

Volume
13,052,948
17,781,001
23,098,698
11,570,765
7,442,458
10,127,599
9,113,444

On September 5, 2018, the last trading day on which the Surge Shares traded prior to announcement of the
Arrangement, the closing price of the Surge Shares was $2.18. As of the close of markets on September 19, 2018,
being the date of the Information Circular, the closing price of the Surge Shares was $2.49.
SIGNIFICANT ACQUISITIONS
Arrangement
Surge has entered into the Arrangement Agreement that provides for the Arrangement, which will be effected by
way of a plan of arrangement under the ABCA.
The Arrangement will add light oil-weighted Slave Point focused assets to Surge with operations in western Alberta.
The Arrangement will add 5,500 boe/d (98% light oil and NGLs) of production and a drilling inventory of 106 (94.6
net) total identified drilling locations with an average light oil and NGL weighting of approximately 98%.
Pursuant to the Arrangement Agreement, Surge has agreed to acquire all of the issued and outstanding MBOG
Shares and will hold MBOG’s Slave Point oil assets at closing. Under the terms of the Arrangement Agreement,
Surge will issue a maximum of 75,431,034 Surge Shares (subject to rounding) and pay a maximum of $145 million
in cash. Based upon the deemed price per Surge Share of $2.32, the total consideration payable by Surge, will be
approximately $320 million.
The Effective Date is expected to be on or about October 24, 2018. The closing of the Arrangement is subject to the
receipt by Surge and MBOG of all court, stock exchange and other regulatory approvals, receipt of the requisite
shareholder approvals of Surge and MBOG, no material adverse change having occurred in MBOG and a number of
other matters customary in transactions of this nature.
The unaudited pro forma financial statements of Surge as at June 30, 2018 and for the six months ended June 30,
2018 and for the year ended December 31, 2017 are set forth as Appendix J to the Information Circular.
Further information relating to the Arrangement is set forth in the Information Circular under the heading “The
Arrangement” and further information relating to MBOG is set forth in Appendix G – “Information Concerning
MBOG” to the Information Circular.
RISK FACTORS
An investment in Surge Shares is subject to certain risks. Investors should carefully consider the risk factors
described under the heading “Risk Factors” in the Information Circular and in the Surge AIF and the Surge Interim
MD&A, which are incorporated by reference herein. In addition, Surge Shareholders and MBOG Shareholders
should carefully review and consider all other information contained in the Information Circular together with all
othe information included or incorporated by reference in the Information Circular, before making an investment
decision or a decision to vote for or against the MBOG Arrangement Resolution or the Surge Resolution, as
applicable, and consult their own experts where necessary.
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ENFORCEMENT OF JUDGMENTS AGAINST FOREIGN PERSONS OR COMPANIES
Mr. Robert Leach, a director of the Corporation, resides outside of Canada. Mr. Leach has appointed McCarthy
Tétrault LLP, 4000, 421 – 7th Avenue S.W., Calgary, Alberta T2P4K9 as his agent for service of process in Alberta.
Potential investors of Surge are advised that it may not be possible for investors to enforce judgments obtained in
Canada against a person that resides outside of Canada, even if the party has appointed an agent for service of
process.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
No person who is or has been a director or executive officer of Surge at any time since the beginning of the year
ended December 31, 2017, nor has any proposed nominee for election as a director of Surge, nor any associate or
affiliate of any one of them, is or was indebted to (i) Surge or (ii) another entity where such indebtedness is or was
the subject of a guarantee, support agreement, letter of credit or similar arrangement or understanding provided by
Surge at any time since the beginning of the year ended December 31, 2017.
INTERESTS OF INFORMED PERSONS IN MATERIAL TRANSACTIONS
Other than as disclosed in the Information Circular or in any of the documents incorporated by reference in the
Information Circular, Surge is not aware of any material interests, direct or indirect, by way of beneficial ownership
of securities or otherwise, of any director or executive officer or any shareholder of Surge holding more than 10% of
the Surge Shares or any associate or affiliate of any of the foregoing in any transaction within the three most
recently completed financial years or during the current financial year or any proposed or ongoing transaction of the
Surge which has or will materially affect Surge.
AUDITORS, TRANSFER AGENT AND REGISTRAR
KPMG LLP is the current auditor of Surge and have confirmed that they are independent with respect to Surge
within the meaning of the relevant rules and related interpretations prescribed by the relevant professional bodies in
Canada and any applicable legislation or regulations.
The transfer agent and registrar for Surge Shares is Computershare Trust Company of Canada at its principal office
in Calgary, Alberta.
ADDITIONAL INFORMATION
Additional information regarding Surge may be found on SEDAR at www.sedar.com. Financial information in
respect of Surge and its affairs is provided in Surge Annual Financial Statements, Surge Interim Financial
Statements, Surge Annual MD&A and Surge Interim MD&A. Copies of Surge’s financial statements and related
management’s discussion and analysis are available upon request from the Vice President, Finance of Surge, at Suite
2100, 635 – 8th Avenue S.W. Calgary, Alberta, T2P 3M3, telephone number (403) 930-1046.
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APPENDIX I
INFORMATION CONCERNING SURGE FOLLOWING COMPLETION OF THE ARRANGEMENT
Surge Board and Management
Following the completion of the Arrangement, the Surge Board will continue to be comprised of Messrs. Colborne,
Pasieka, O'Neil, Leach, Macdonald, Smith and Gilbert, and Mses. Maher and Burnyeat.
Following the completion of the Arrangement, Paul Colborne, President and Chief Executive Officer; Jim Stannard,
Executive Vice President; Murray Bye, Chief Operating Officer; Margaret Elekes, Senior Vice President, Land and
Business Development; and Jared Ducs, Vice President, Finance, will continue to act in the same capacity as senior
officers of Surge.
Description of Share Capital
The share capital of Surge following completion of the Arrangement is expected to be the current share capital of
Surge. Surge is authorized to issue an unlimited number of Surge Shares and an unlimited number of Surge
Preferred Shares, issuable in series, of which 233,618,191 Surge Shares and no Surge Preferred Shares are currently
issued and outstanding. Additionally, Surge has $44.5 million aggregate principal amount of Surge Debentures
outstanding.
For further information with respect to the Surge Shares, the Surge Preferred Shares and the Surge Debentures, see
"Information Concerning Surge – Description of Share Capital" in Appendix H.
Amendments to Surge Credit Facility
The Surge Credit Facility currently includes a $320,000,000 extendible, revolving term facility and a $30 million
operating facility with a syndicate of Canadian banks bearing interest at bank rates. The amount authorized under
the Surge Credit Facility is dependent on the borrowing base determined by the lenders. The borrowing base is
subject to redetermination by the lenders on a semi-annual basis in May and November of each year or as soon as
reasonably practical at the request of Surge. The maturity date of the Surge Credit Facility is May 29, 2019. Surge
can apply each year for a 364-day extension of the Surge Credit Facility, however, there is no certainty that the
lenders will grant such extension. Surge is required to comply with covenants under the Surge Credit Facility which
include (among other things) the prohibition on the incurrence by Surge of certain non-permitted indebtedness.
Surge will be funding the Cash Consideration by drawing down on the Surge Credit Facility. On September 4,
2018, Surge received a highly confident letter from National Bank of Canada, acting as the Surge’s lead lender in
respect of an amendment to the Surge Credit Facility, with such amendment to be entered into concurrently with,
and conditional upon, the closing of the Arrangement to increase the size of the Surge Credit Facility. Surge
anticipates upon completion of the Arrangement, the combined company will have an estimate of approximately
$390 million drawn on the anticipated $525 million Surge Credit Facility.
See "Pro Forma Capitalization" below. See "Risk Factors" in the Information Circular.
Pro Forma Capitalization
The following table outlines the consolidated capitalization of: (i) MBOG as at June 30, 2018 before giving effect to
the Arrangement; (ii) Surge as at June 30, 2018 before giving effect to the Arrangement; and (iii) Surge as at June
30, 2018 after giving effect to the Arrangement. This table should be read in conjunction with the Surge Interim
Financial Statements and Surge Interim MD&A, each incorporated by reference in this Information Circular, with
Appendix G – "Information Concerning MBOG" and with the unaudited pro forma financial statements attached as
Appendix J hereto.
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Credit Facility

Authorized

MBOG Outstanding as at
June 30, 2018 before
giving effect to the
Arrangement

Surge Outstanding as at
June 30, 2018 before giving
effect to the Arrangement

Surge Outstanding as at
June 30, 2018 after giving
effect to the
Arrangement(6)(7)

-

$30,000,000(1)

$350,000,000(2)

$525,000,000(3)

162,740,000(5)

230,493,868

306,092,247(6)

Common
Shares(4)

Unlimited

Preferred
Shares(7)

Unlimited

Nil

Nil

Nil

$44,500,000

N/A

$44,500,000(9)

$44,500,000(9)

Surge
Debentures(8)
Notes:
(1)
(2)
(3)

(4)
(5)
(6)

(7)

(8)

(9)

As of June 30, 2018, MBOG had no indebtedness outstanding under the MBOG Credit Facility and $2.2 million of
cash on hand.
As of June 30, 2018, Surge had $246.8 million of indebtedness outstanding under the Surge Credit Facility.
Surge anticipates entering into an amendment to the Surge Credit Facility concurrently with, and conditional upon, the
closing of the Arrangement to increase the size of the Surge Credit Facility. Surge estimates, after giving effect to the
Arrangement, approximately $390 million of indebtedness will be outstanding under the Surge Credit Facility.
Common Shares refers to Surge Shares with respect to Surge and MBOG Shares with respect to MBOG.
Includes any “in-the-money” MBOG Incentives that will be exercised prior to the consummation of the Arrangement.
Assuming there are no Dissenting MBOG Shareholders and assuming all “in-the-money” MBOG Incentives are
exercised and all other MBOG Incentives are terminated for nominal consideration prior to the consummation of the
Arrangement.
Surge currently has an unlimited number of Surge Preferred Shares authorized for issuance. As at September 19, 2018,
there are no Surge Preferred Shares issued and outstanding. For a description of the Surge Preferred Shares, see
"Description of Share Capital – Preferred Shares " in the Surge AIF or Appendix H under the heading "Description of
Share Capital".
On November 15, 2017, Surge issued $44.5 million aggregate principal amount of Surge Debentures due December 31,
2022 that bear interest at a rate of 5.75% per annum payable semi-annually in arrears on June 30 and December 31.
Each $1,000 principal amount of Surge Debentures is convertible at the option of the holder into 363.6364 Surge
Shares, representing a conversion price of $2.75 per Surge Share, subject to certain adjustments. If all of the
outstanding Surge Debentures were converted, an aggregate of approximately 16,184,660 Surge Shares would be
issued. For additional details in respect of the Surge Debentures, see Appendix I to this Information Circular, entitled,
“Information Concerning Surge Following Completion of the Arrangement – Description of Share Capital – Surge
Debentures" and "Description of Capital Structure - Debentures" in the Surge AIF.
Represents the principal amount of the Surge Debentures without deducting any fair value with respect to the
conversion option.

Selected Pro Forma Financial Information
The following tables should be read in conjunction with the unaudited pro forma financial statements of Surge as at
and for the three and six months ended June 30, 2018 and for the year ended December 31, 2017, including the notes
thereto, attached as Appendix J to this Information Circular. Reference should also be made to the Surge Annual
Financial Statement and Surge Interim Financial Statements, which are incorporated by reference in this Information
Circular, Appendix G – "Information Concerning MBOG" contained herein.
The unaudited pro forma financial statements of Surge included in this Information Circular and the following
selected pro forma financial information are presented for illustrative purposes only and are not necessarily
indicative of: (i) the financial results that would have occurred had the Arrangement actually occurred at the times
contemplated by the notes to the unaudited pro forma financial statements of Surge; or (ii) the results expected in
future periods.
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Gross revenue(2)
Net profit (loss)
Net profit (loss) per share
Basic and Diluted
Total assets
Total liabilities
Total shareholders' equity

Surge
155,384
1,906

Pro Forma Financial Information
($000's, except per share amounts)
As at and for the Six Months Ended June 30, 2018
Pro Forma
MBOG
Adjustments(1)
Pro Forma Surge
75,844
231,228
5,557
(9,143)
(1,680)

$0.00
1,274,614
509,707
764,907

$0.03
269,096
97,841
171,255

N/A
180,356
180,111
245

$(0.01)
1,724,066
787,659
936,407

Notes:
For additional details relating to pro forma adjustments, see Appendix J – "Unaudited Pro Forma Financial
Statements".
Gross revenue is presented gross of royalties and excludes realized gains and losses on commodity contracts.

(1)
(2)

Gross revenue(2)
Net profit (loss)
Net profit (loss) per share
Basic and Diluted

Pro Forma Financial Information
($000's, except per share amounts)
Year Ended December 31, 2017
Pro Forma
MBOG
Adjustments(1)
99,364
5,037
(16,343)

Surge
240,908
(6,673)
$(0.03)

$0.03

Pro Forma Surge
340,272
(17,979)

N/A

$(0.06)

Notes:
(1)
(2)

For additional details relating to pro forma adjustments, see Appendix J – "Unaudited Pro Forma Financial
Statements".
Gross revenue is presented gross of royalties and excludes realized gains and losses on commodity contracts.

Selected Pro Forma Operational Information
Certain of the following selected operational information for each of Surge and MBOG, and for Surge and MBOG
on a combined basis following the completion of the Arrangement is based on information provided in the MBOG
Updated Reserve Report and the Surge Reserve Report and information provided in the Surge Annual MD&A,
Surge Interim MD&A and Appendix G – "Information Concerning MBOG". The MBOG Updated Reserve Report
and the Surge Reserve Report both have an effective date of December 31, 2017. Accordingly, reference should be
made to: (a) the information concerning the oil and natural gas properties and operations of Surge as set forth in the
Surge AIF incorporated by reference herein; and (b) the information concerning the oil and natural gas properties
and operations of MBOG as set forth in Appendix G – "Information Concerning MBOG" and “Disclosure of MBOG
Reserves Data and Other Oil and Gas Data” below.

Surge
Average Daily Production
Crude Oil (bbls/d)
Natural Gas (Mcf/d)
NGL (bbls/d)
Total Oil Equivalent (BOE/d)

12,897
18,585
558
16,553

Pro Forma Production Information
Six Months Ended June 30, 2018
MBOG
Pro Forma
5,401
532
110
5,600

18,298
19,117
668
22,153
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Pro Forma Production Information
Year Ended December 31, 2017
MBOG
Pro Forma

Surge
Average Daily Production
Crude Oil (bbls/d)
Natural Gas (Mcf/d)
NGL (bbls/d)
Total Oil Equivalent (BOE/d)

11,347
17,615
639
14,922

Surge
Gross Proved Reserves
Heavy Crude Oil (Mbbls)
Light Crude Oil and Medium Crude Oil
(Mbbls)
Natural Gas (MMcf)
Coal Bed Methane (MMcf)
NGL (Mbbls)
Total Oil Equivalent (MBOE)
Gross Proved plus Probable Reserves
Heavy Crude Oil (Mbbls)
Light Crude Oil and Medium Crude Oil
(Mbbls)
Natural Gas (MMcf)
Coal Bed Methane (MMcf)
NGL (Mbbls)
Total Oil Equivalent (MBOE)
Net Undeveloped Land (acres)

4,233
560
141
4,467

15,580
18,175
780
19,389

Pro Forma Reserves Information
As at December 31, 2017
MBOG
Pro Forma

20,228.0
26,720.4

16,010.3

20,228.0
42,730.7

63,938.0
2,814.0
3,056.5
61,130.2

3,044.0
542.8
17,060.3

66,982.0
2,814.0
3,599.3
78,190.5

30,975.4
42,930.1

23,392.9

30,975.4
66,323.0

97,172.0
3,453.0
4,539.7
95,216.0
106,449

4,421.0
843.1
24,972.9
167,536

101,593.0
3,453.0
5,382.8
120,188.9
285,793

Principal Shareholders of Surge Shares Following the Arrangement
To the best of the knowledge of the directors and executive officers of the Surge, the following Persons or
companies are expected to beneficially own, directly or indirectly, or exercise control or direction over, voting
securities of Surge carrying more than 10% of the voting rights attached to the Surge Shares following completion
of the Arrangement:

Name
JOG Capital Corp.

(1)

Expected Number of Surge Shares
Held Following Completion of the
Arrangement

Percentage of Expected Total Issued and
Outstanding Surge Shares Held
Following Completion of the
Arrangement(3)

48,500,000(2)

15.7%(2)

Notes:
(1)
(2)

(3)

Daryl Gilbert, director of Surge, is the Managing Director of JOG Capital Corp.. Mr. Gilbert has abstained from voting
in his capacity as director of Surge with respect any matters relating to the Arrangement.
Assumes that JOG Capital Corp. receives Cash Consideration with respect to 45% of its MBOG Shares and Share
Consideration with respect to 55% of its MBOG Shares. The actual totals will be subject to the number of Surge
Shares that JOG Capital Corp. elects to receive pursuant to the Arrangement and subject to proration.
Assumes all “in-the-money” MBOG Incentives are exercised prior to the Effective Time and all “out-of-the-money”
MBOG Incentives are cancelled prior to the Effective Time.
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Auditors, Registrar and Transfer Agent
Following completion of the Arrangement, Surge's auditor will continue to be KPMG LLP and its registrar and
transfer agent will continue to be Computershare Trust Company of Canada at its principal offices in Calgary,
Alberta and Toronto, Ontario.
DISCLOSURE OF MBOG RESERVES DATA AND OTHER OIL AND GAS INFORMATION
Disclosure of MBOG Reserve Data based on MBOG Updated Reserve Report
The MBOG Updated Reserve Report was prepared for Surge’s corporate purposes based on the MBOG Original
Reserve Report titled “Evaluation of the P&NG Reserves of Mount Bastion Oil & Gas Corp. (As of December 31,
2017)”, dated February 28, 2018. For purposes of the MBOG Updated Reserve Report, 74 future drilling locations
which were booked in the MBOG Original Reserve Report were removed. The remaining locations were rescheduled, as per the revised development plan provided by Surge to Sproule. No other changes to the MBOG
Original Reserve Report were made in preparation of the MBOG Updated Reserve Report.
This section contains certain disclosure of reserves data and other oil and gas information with respect to the MBOG
Assets, as described in the MBOG Updated Reserve Report.
Information concerning the MBOG Assets based on the MBOG Original Reserve Report can be found in Appendix
G – “Information Concerning MBOG”.
Oil and Gas Reserves
The tables below are a summary of the oil, NGLs and natural gas reserves and the net present value of future net
revenue attributable to the reserves of MBOG prior to the completion of the Arrangement, as evaluated in the
MBOG Updated Reserve Report, based on forecast price and cost assumptions. The tables summarize the data
contained in the MBOG Updated Reserve Report and, as a result, may contain slightly different numbers than such
MBOG Updated Reserve Report due to rounding. Also due to rounding, certain columns may not add exactly.
All of MBOG's reserves are located in Canada, specifically, in the province of Alberta.
The net present value of future net revenue attributable to reserves is stated without provision for interest costs and
general and administrative costs, but after providing for estimated royalties, production costs, development costs,
other income, future capital expenditures and well abandonment and reclamation costs. It should not be assumed
that the undiscounted or discounted net present value of future net revenue attributable to reserves estimated by
Sproule represent the fair market value of those reserves. Other assumptions and qualifications relating to costs,
prices for future production and other matters are summarized herein. The recovery and reserve estimates of oil,
NGLs and natural gas reserves provided herein are estimates only. Actual reserves may be greater than or less than
the estimates provided.
MBOG's estimates of the after income tax value of future net revenue have been prepared based on before income
tax reserves information and include assumptions and estimates of MBOG's tax pools and the sequences of claims
and rates of claim thereon. The values shown may not be representative of future income tax obligations, applicable
tax horizons or after tax valuations. The after tax net present value of MBOG's oil and gas properties reflects the tax
burden of MBOG's properties on a stand‐alone basis. It does not provide an estimate of the value of MBOG as a
business entity, which may be significantly different. The MBOG Financial Statements should be consulted for
additional information regarding MBOG's taxes.
The MBOG Updated Reserve Report is based on certain factual data supplied by MBOG and Surge, and Sproule's
opinion of reasonable practice in the industry. The extent and character of ownership and all factual data pertaining
to petroleum properties and contracts (except for certain information residing in the public domain) were supplied
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by MBOG to Sproule. Sproule accepted this data as presented and neither title searches nor field inspections were
conducted.
Reserves Data (Forecast Prices and Costs)

SUMMARY OF OIL AND NATURAL GAS RESERVES
AND NET PRESENT VALUES OF FUTURE NET REVENUE
AS OF DECEMBER 31, 2017
FORECAST PRICES AND COSTS
RESERVES
LIGHT AND
MEDIUM CRUDE OIL
RESERVES CATEGORY
PROVED:
Developed Producing
Developed Non-Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE
Note:
(1)

HEAVY
CRUDE OIL

CONVENTIONAL
NATURAL GAS(1)

NATURAL GAS
LIQUIDS

Gross
(MBbls)

Net
(MBbls)

Gross
(MBbls)

Net
(MBbls)

Gross
(MMcf)

Net
(MMcf)

Gross
(MBbls)

Net
(MBbls)

10,496.7
570.0
4,943.6
16,010.3
7,382.6
23,392.9

9,287.6
524.6
4,434.8
14,246.9
6,206.1
20,453.0

-

-

2,032
130
882
3,044
1,377
4,421

1,635
121
830
2,586
1,243
3,829

372.3
19.5
151.0
542.8
300.4
843.1

276.9
15.9
130.6
423.4
241.2
664.7

MBOG only produces and has reserves related to solution gas which is a by-product of its light oil production.

RESERVES CATEGORY
PROVED:
Developed Producing
Developed Non-Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

RESERVES CATEGORY
PROVED:
Developed Producing
Developed Non-Producing
Undeveloped
TOTAL PROVED
PROBABLE
TOTAL PROVED PLUS PROBABLE

0%
($000s)
376,574
23,561
162,104
562,239
325,635
887,874

NET PRESENT VALUES OF FUTURE NET REVENUE
BEFORE INCOME TAX EXPENSES DISCOUNTED AT (%/year)
Unit Value Before
Income Tax
Discounted at
5%
10%
15%
20%
10% per Year
($000s)
($000s)
($000s)
($000s)
($/Boe)
306,802
19,460
115,868
442,129
213,531
655,660

255,995
16,565
84,924
357,484
149,567
507,051

219,154
14,465
63,660
297,279
111,260
408,540

191,821
12,892
48,555
253,267
86,830
340,097

26.02
29.55
18.05
23.67
22.48
23.31

NET PRESENT VALUES OF FUTURE NET REVENUE
AFTER INCOME TAX EXPENSES DISCOUNTED AT (%/year)
0%
5%
10%
15%
20%
($000s)
($000s)
($000s)
($000s)
($000s)
308,492
17,103
117,112
442,707
238,168
680,875

252,900
14,131
81,851
348,882
155,497
504,380

211,650
12,004
57,970
281,625
107,901
389,526

181,561
10,455
41,539
233,556
79,528
313,084

159,193
9,293
29,913
198,399
61,577
259,975
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TOTAL FUTURE NET REVENUE
(UNDISCOUNTED)
AS OF DECEMBER 31, 2017
FORECAST PRICES AND COSTS

RESERVES
REVENUE
CATEGORY
($000s)
Total Proved
1,336,452
Total Proved Plus 2,026,722
Probable

FUTURE
NET
FUTURE NET
REVENUE
ABANDONMENT REVENUE
AFTER
AND
BEFORE
INCOME
INCOME
OPERATING DEVELOPMENT RECLAMATION INCOME TAX
TAX
TAX
ROYALTIES
COSTS
COSTS
COSTS
EXPENSES EXPENSES EXPENSES
($000s)
($000s)
($000s)
($000s)
($000s)
($000s)
($000s)
145,956
485,752
101,496
41,009
562,239
119,532
442,707
252,976
683,540
154,182
48,151
887,874
206,998
680,875

FUTURE NET REVENUE
BY PRODUCTION GROUP
AS OF DECEMBER 31, 2017
FORECAST PRICES AND COSTS

RESERVES
CATEGORY

PRODUCTION GROUP

FUTURE NET REVENUE
BEFORE INCOME TAX
EXPENSES (discounted at
10%/year)
($000s)

Proved

Light and Medium Crude Oil (1)
Heavy Oil
Conventional Natural Gas
Total

357,484
357,484

Proved plus Probable

Light and Medium Crude Oil (1)
Heavy Oil
Conventional Natural Gas
Total

507,051
507051

Note:
(1)

Including solution gas and other by-products

UNIT VALUE
($/Bbl or $/Mcf)
23.67/Bbl
23.67/Boe
23.31/Bbl

23.31/Boe
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Pricing Assumptions – Forecast Prices and Costs
Sproule employed the following pricing, exchange rate and inflation rate assumptions as of December 31, 2017 in
the MBOG Updated Reserve Report in estimating reserves data using forecast prices and costs.
PRICING AND INFLATION RATE ASSUMPTIONS
FORECAST PRICES AND COSTS

YEAR

MEDIUM AND LIGHT CRUDE OIL
Hardisty
WTI Cushing Edmonton Par
Heavy
Oklahoma
Price
12° API
40° API
40° API
($Cdn/
($US/Bbl)
($/Bbl)
Bbl)

2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028

55.00
65.00
70.00
73.00
74.46
75.95
77.47
79.02
80.60
82.21
83.85

65.44
45.81
74.51
54.39
78.24
59.46
82.45
62.66
84.10
63.91
85.78
65.19
87.49
66.50
89.24
67.82
91.03
69.18
92.85
70.57
94.71
71.98
Escalated at 2% per year thereafter

NATURAL
GAS

NATURAL GAS LIQUIDS

AECO Gas
Price
($/MMBtu)

Edmonton
Propane
($Cdn/Bbl)

Edmonton
Butane
($Cdn/Bbl)

Inflatio
n Rate

Exchange
Rate
($US/$Cdn)

2.85
3.11
3.65
3.80
3.95
4.05
4.15
4.25
4.36
4.46
4.57

26.06
32.84
35.41
37.85
39.29
40.25
41.23
42.23
43.26
44.3
45.36

48.73
55.49
57.65
60.12
61.32
62.55
63.8
65.07
66.37
67.7
69.06

0%
2%
2%
2%
2%
2%
2%
2%
2%
2%
2%

0.79
0.82
0.85
0.85
0.85
0.85
0.85
0.85
0.85
0.85
0.85

Weighted average historical prices realized by MBOG for the year ended December 31, 2017, excluding price risk
management activities, were $2.38/Mcf for natural gas, $62.90/Bbl for light and medium crude oil, and $33.05/Bbl
for NGLs.
Reconciliation of Changes in Reserves
The following tables set forth a reconciliation of the gross reserves of MBOG as at December 31, 2017, derived
from the MBOG Updated Reserve Report using forecast prices and cost estimates, reconciled to the gross reserves
of MBOG as at December 31, 2016.
RECONCILIATION OF
GROSS RESERVES
BY PRODUCT TYPE
FORECAST PRICES AND COSTS

December 31, 2016
Extensions & Improved
Recovery
Technical Revisions
Discoveries
Acquisitions
Dispositions
Economic Factors
Infill Drilling
Production
December 31, 2017

LIGHT AND MEDIUM CRUDE OIL
Proved Plus
Proved
Probable
Probable
(MBbls)
(MBbls)
(MBbls)
15703.4
6,257.3
21,960.7
1,206.3
1,688.4
2,894.7
(860.5)
0.0
1,076.3
0.0
14.1
415.6
(1,544.9)
16,010.3

(1,629.3)
0.0
489.7
0.0
13.0
563.5
0.0
7,382.6

(2,489.8)
0.0
1,566.0
0.0
27.1
979.1
(1,544.9)
23,392.9

HEAVY CRUDE OIL
Proved
(MBbls)
-

Probable
(MBbls)
-

Proved Plus
Probable
(MBbls)
-

-

-

-

-

-

-
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December 31, 2016
Extensions
&
Improved Recovery
Technical Revisions
Discoveries
Acquisitions
Dispositions
Economic Factors
Infill Drilling
Production
December 31, 2017

CONVENTIONAL NATURAL GAS
Proved Plus
Proved
Probable
Probable
(MMcf)
(MMcf)
(MMcf)
2,450
991
3,441
171
249
420
408
0
152
0
1
67
(204)
3,044

(46)
0
87
0
3
94
0
1,377

363
0
239
0
5
161
(204)
4,421

NATURAL GAS LIQUIDS
Proved Plus
Proved
Probable
Probable
(MBbls)
(MBbls)
(MBbls)
579.7
254.2
833.9
43.8
96.3
140.1
(49.4)
0
8.3
0
0.4
11.6
(51.6)
542.8

(83.8)
0
5.2
0
0.7
27.8
0.0
300.4

(133.3)
0
13.5
0
1.1
39.4
(51.6)
843.1

ADDITIONAL INFORMATION RELATING TO RESERVES DATA
Undeveloped Reserves
Undeveloped reserves are attributed by Sproule in accordance with standards and procedures contained in the COGE
Handbook. Proved undeveloped reserves are those reserves that can be estimated with a high degree of certainty and
are expected to be recovered from known accumulations where a significant expenditure is required to render them
capable of production. Probable undeveloped reserves are those reserves that are less certain to be recovered than
proved reserves and are expected to be recovered from known accumulations where a significant expenditure is
required to render them capable of production.
All of MBOG's proved undeveloped reserves are in its core areas where it is actively spending capital to develop
those properties. As such, MBOG expects that the large majority of its booked undeveloped projects will be
completed within a two year time frame and that substantially all of its currently booked undeveloped projects will
be completed within a five year time frame. For more information, see "Future Development Costs" below in this
Appendix I. There are a number of factors that could result in delayed or cancelled development, including the
following: (i) changing economic conditions (due to pricing, operating and capital expenditure fluctuations); (ii)
changing technical conditions (including production anomalies, such as water breakthrough or accelerated
depletion); (iii) multi-zone developments (for instance, a prospective formation completion may be delayed until the
initial completion is no longer economic); (iv) a larger development program may need to be spread out over several
years to optimize capital allocation and facility utilization; and (v) surface access issues (including those relating to
land owners, weather conditions and regulatory approvals). For more information, see "Risk Factors".
Proved Undeveloped Reserves
The following table discloses, for each product type, the volumes of proved undeveloped reserves that were
attributed in each of the most recent two financial years.

Year

2016
2017

Light and Medium
Crude Oil
(MBbls)
First
Cumulative
Attributed
at Year End
6,072.3
1,443.8

6,072.3
4,943.6

Heavy Crude Oil
(MBbls)
First
Cumulative
Attributed
at Year End
-

-

Conventional
Natural Gas
(MMcf)
First
Cumulative
Attributed
at Year End
928.0
227.6

928.0
882.0

Natural Gas Liquids
(MBbls)
First
Cumulative
Attributed
at Year End
194.3
47.2

194.3
151.0

Proved undeveloped reserves have been assigned in areas where the reserves can be estimated with a high degree of
certainty. In most instances, proved undeveloped reserves will be assigned on lands immediately offsetting existing
producing wells within the same accumulation or pool. Sproule has assigned 5.2 MMboe of proved undeveloped
reserves in the MBOG Updated Reserve Report with $99.0 million of associated undiscounted capital, of which
$63.5 million is forecast to be spent in the first two years.
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Probable Undeveloped Reserves
The following table discloses, for each product type, the volumes of probable undeveloped reserves that were first
attributed in each of the most recent two financial years.

Year

2016
2017

Light and Medium
Crude Oil
(MBbls)
First
Cumulative
Attributed
at Year End
3,835.3
2,383.2

3,835.3
4,192.0

Heavy Crude Oil
(MBbls)
First
Cumulative
Attributed
at Year End
-

-

Conventional
Natural Gas
(MMcf)
First
Cumulative
Attributed
at Year End
617.0
382.3

617.0
754.0

Natural Gas Liquids
(MBbls)
First
Cumulative
Attributed
at Year End
158.5
124.8

158.5
187.4

Probable undeveloped reserves have been assigned in areas where the reserves can be estimated with less certainty.
It is equally likely that the actual remaining quantities recovered will be greater or less than the proved plus probable
reserves. In most instances probable undeveloped reserves have been assigned on lands in the area with existing
producing wells but there is some uncertainty as to whether they are directly analogous to the producing
accumulation or pool. Sproule has assigned 4.5 MMboe of probable undeveloped reserves in the MBOG Updated
Reserve Report. Sproule assigned $52.7 million of associated undiscounted capital in the proved plus probable
undeveloped category, of which $2.0 million is forecast to be spent in the first two years.
Significant Factors or Uncertainties Affecting Reserves Data
Changes in future commodity prices relative to the forecasts provided under "Pricing Assumptions" above could
have a negative impact on MBOG reserves and in particular the development of MBOG undeveloped reserves
unless future development costs are adjusted in parallel. MBOG reserves can also be affected significantly by
fluctuations in capital expenditures, operating costs, royalty regimes, abandonment and reclamation costs and well
performance that are beyond MBOG's control. See "Risk Factors".
Abandonment and Reclamation Costs
In connection with MBOG's operations, MBOG will incur abandonment and reclamation costs for surface leases,
wells and facilities. MBOG's overall abandonment and reclamation costs include all costs associated with the
process of restoring a property that has been disturbed by oil and gas activities to the standard imposed by the
applicable government or regulatory authorities. These costs were estimated using both AER Directive 011 liability
cost information and MBOG's experience conducting abandonment and reclamation programs. MBOG reviews
suspended or standing wells for reactivation, recompletion or sale and conduct systematic abandonment programs
for those wells that do not meet its criteria. A portion of MBOG's liability issues are retired every year and facilities
are decommissioned when all the wells producing to them have been abandoned. All of MBOG's liability reduction
programs take into account seasonal access, high priority and stakeholder issues, and opportunities for multilocation programs to reduce costs. There are no unusually significant abandonment and reclamation costs associated
with MBOG's properties with attributed reserves.
Sproule included well abandonment and reclamation costs for 319 net (385 gross) wells and locations under the
proved reserves category of $41.0 million undiscounted ($6.6 million discounted at 10%) in the MBOG Updated
Reserve Report, none of which is expected to be incurred from 2018 to 2023. Sproule included well abandonment
and reclamation costs for 338.2 net (405 gross) wells and locations under the total proved plus probable reserves
category of $48.2 million undiscounted ($5.5 million discounted at 10%) in the MBOG Updated Reserve Report,
none of which is expected to be incurred from 2018 to 2023.
The above well abandonment and reclamation costs from the MBOG Updated Reserve Report include $6.3 million
undiscounted ($0.5 million discounted at 10%) for 40.6 net (45 gross) future proved development locations and
$10.1 million undiscounted ($0.6 million discounted at 10%) for 60.9 net (67 gross) future proved plus probable
development locations.
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The future net revenues disclosed in this Appendix G are based on the MBOG Updated Reserve Report do not
contain an allowance for salvage, abandonment and reclamation costs for surface leases and facilities nor do they
include abandonment and disconnect cost for wells to which reserves were not assigned (i.e. shut-in, suspended,
injection and/or service wells).
MBOG estimates an additional $47 million of undiscounted abandonment and reclamation costs for wells and
facilities not included in the MBOG Updated Reserve Report. MBOG will be liable for MBOG's share of ongoing
environmental obligations and for the ultimate reclamation of the properties held by it upon abandonment. Ongoing
environmental obligations are expected to be funded out of funds flow.
Future Development Costs
The table below sets out the total development costs deducted in the estimation in the MBOG Updated Reserve
Report of future net revenue attributable to proved reserves and proved plus probable reserves (using forecast prices
and costs).
FORECAST PRICES AND COSTS
Proved Reserves
Proved Plus Probable Reserves
($000s)
($000s)

Year
2018
2019
2020
2021
2022
Remaining
TOTAL UNDISCOUNTED

36,237.5
29,809.5
22,934.3
12,514.8
101,496.2

34,737.5
33,315.8
30,893.4
28,207.5
10,607.8
16,420.5
154,182.5

MBOG expects to fund the development costs of its reserves through a combination of internally generated cash
flow, debt and equity issuances. There can be no guarantee that funds will be available or that the MBOG Board will
allocate funding to develop all of the reserves attributed in the MBOG Updated Reserve Report. Failure to develop
those reserves could have a negative impact on MBOG's future cash flow.
Interest or other costs of external funding are not included in MBOG's reserves and future net revenue estimates and
would reduce reserves and future net revenue to some degree depending upon the funding sources utilized. The cost
of the debt component for funding future development costs is expected to be minimal and to not materially impact
the disclosed reserves or future net revenue.
OTHER OIL AND NATURAL GAS INFORMATION
Oil and Natural Gas Wells
The following table summarizes, as at December 31, 2017, MBOG's interests in producing wells and in nonproducing wells along with its interests in unproved properties (as defined by NI 51-101).

Oil
Alberta

Gross
357

Producing Wells
Natural Gas
Net
Gross
Net
276
0
0

Oil
Gross
293

Non-Producing Wells
Natural Gas
Net
Gross
Net
249
23
19

Unproved Properties
(acres)
Gross
Net
0
0

No rights to explore, develop and exploit MBOG's unproved property land holdings would expire by December 31,
2018 if not continued. MBOG has no material work commitments on such properties and where it determines
prudent to do so, MBOG can extend expiring leases by either making the necessary applications to extend or
performing the necessary work.
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Significant Factors or Uncertainties Relevant to Properties with no Attributed Reserves
MBOG does not anticipate any significant economic factors or significant uncertainties will affect any particular
components of its properties with no attributed reserves. However, MBOG's decision to develop its properties with
no attributed reserves can be affected significantly by fluctuations in product pricing, capital expenditures, operating
costs and royalty regimes, all of which are beyond its control. There are no unusually significant abandonment and
reclamation costs with MBOG's properties with no attributed reserves. See "Additional Information Relating to
Reserves Data – Significant Factors and Uncertainties Affecting Reserves Data – Abandonment and Reclamation
Costs" and "Risk Factors".
Forward Contracts
MBOG is exposed to market risks resulting from fluctuations in commodity prices, foreign exchange rates and
interest rates in the normal course of operations. A variety of derivative instruments may be used by MBOG from
time to time to reduce MBOG's exposure to fluctuations in commodity prices and foreign exchange rates. MBOG is
exposed to losses in the event of default by the counterparties to such derivative instruments. MBOG manages this
risk by diversifying MBOG's derivative portfolio amongst a number of financially sound counterparties.
MBOG may use certain financial instruments to hedge exposure to commodity price fluctuations on a portion of its
crude oil and natural gas production. The MBOG Board has approved a price risk management limit of up to 50% of
the forecast production, net of royalties, using fixed price swaps, costless collars and option contracts. See note 10 to
the MBOG Interim Financial Statements for the six months ended June 30, 2018 for a summary of commodity
contracts outstanding as at June 30, 2018 and "Risk Factors".
Tax Horizon
Based on Sproule's production forecasts, planned capital expenditures and the forecast commodity pricing employed
in the MBOG Updated Reserve Report, MBOG estimates that it will be required to pay current income taxes during
the year ended December 31, 2018.
Costs Incurred
The following table summarizes the costs incurred related to MBOG's activities for the year ended December 31,
2017.

Expenditure
Property acquisition costs – unproved properties
Property acquisition costs – proved properties
Corporate acquisition costs
Exploration cost
Development costs
Other
Total

Year Ended
December 31, 2017
($000s)
8,046
939
44,596
172
53,753
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Exploration and Development Activity
The following table sets forth the gross and net development wells drilled by MBOG during the year ended
December 31, 2017. All wells were drilled in Canada. No exploration wells were drilled by MBOG in 2017.
DEVELOPMENT WELLS
Gross
Net
Light and Medium Crude Oil
Natural Gas
Service
Stratigraphic Test
Dry
TOTAL

11
11

10.25
10.25

In the event that the Arrangement does not become effective, MBOG plans to continue to develop its Alberta oil
properties, and will continue to focus on development with a balanced exposure to exploration wells.

Production Estimates
The following table discloses for each product type the total volume of production estimated by Sproule in the
MBOG Updated Reserve Report for 2018 in the estimates of future net revenue from gross proved and gross proved
plus probable reserves disclosed above.
Light and
Medium
Crude Oil
(Bbls/d)
PROVED
Alberta
TOTAL PROVED
PROVED PLUS PROBABLE
Alberta
TOTAL PROVED PLUS
PROBABLE

NGLs
(Bbls/d)

Conventional
Natural Gas
(Mcf/d)

Heavy Oil
(Bbls/d)

Total Oil
Equivalent
(Boe/d)

4,963
4,963

176
176

1,005
1,005

-

5,307
5,307

5,430
5,430

196
196

1,083
1,083

-

5,807
5,807

Production Volume by Field
The following table indicates the average daily net production from MBOG's major fields for the year ended
December 31, 2017.

Alberta
Sawn Lake
Red Earth
Evi-Otter
TOTAL

Light and
Medium
Crude Oil
(Bbls/d)

NGLs
(Bbls/d)

2,226
661
1,346
4,233

101
4
37
141

Conventional
Natural Gas
(Mcf/d)
104
59
397
560

Heavy Oil
(Bbls/d)
-

Total Oil
Equivalent
(Boe/d)
2,345
675
1,448
4,467

Percentage
(%)
52%
15%
32%
100%
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Production History
The following table discloses, on a quarterly basis for the year ended December 31, 2017, certain information in
respect of production, product prices received, royalties paid, operating expenses and netback attributable to
MBOG's assets.

Mar. 31

Quarter Ended 2017
June 30
Sept. 30

Year Ended
Dec. 31, 2017

Dec. 31

Average Daily Production
Light and Medium Crude Oil (Bbls/d)
Heavy Oil (Bbls/d)
Natural Gas Liquids (Bbls/d)
Conventional Natural Gas (MMcf/d)
Combined (Boe/d)

3,915
0.00
171
569
4,181

3,853
0.00
163
625
4,120

4,405
0.00
122
618
4,630

4,746
0.00
111
431
4,929

4,233
0.00
141
560
4,467

Average Net Production Prices
Received(1)
Light and Medium Crude Oil ($/Bbl)
Heavy Oil ($/Bbl)
Natural Gas Liquids ($/Bbl)
Conventional Natural Gas ($/Mcf)
Combined ($/Boe)

59.38
0.00
26.79
(0.04)
57.02

57.63
0.00
22.15
0.12
55.14

51.71
0.00
24.83
(0.61)
50.03

63.44
0.00
33.83
(0.86)
62.00

58.12
0.00
26.53
(0.31)
56.15

Royalties Paid
Light and Medium Crude Oil ($/Bbl)
Heavy Oil ($/Bbl)
Natural Gas Liquids ($/Bbl)
Conventional Natural Gas ($/Mcf)
Combined ($/Boe)

10.62
0.00
(18.84)
0.00
9.18

11.50
0.00
3.00
0.00
10.75

6.65
0.00
0.00
0.00
6.65

7.24
0.00
0.00
0.00
7.24

8.98
0.00
(5.23)
0.00
8.34

Production Costs(2)
Light and Medium Crude Oil ($/Bbl)
Heavy Oil ($/Bbl)
Natural Gas Liquids ($/Bbl)
Conventional Natural Gas ($/Mcf)
Combined ($/Boe)

19.31
0.00
11.85
0.00
18.64

13.02
0.00
8.25
0.00
12.56

17.26
0.00
16.71
0.00
16.93

19.78
0.00
22.67
0.00
19.64

17.48
0.00
14.06
0.00
17.07

27.80
0.00
8.12
(0.61)
26.45

36.42
0.00
11.16
(0.86)
35.12

31.67
0.00
17.69
(0.31)
30.73

Netback Received
Light and Medium Crude Oil ($/Bbl)
29.45
33.11
Heavy Oil ($/Bbl)
0.00
0.00
Natural Gas Liquids ($/Bbl)
33.78
10.90
Conventional Natural Gas ($/Mcf)
(0.04)
0.12
Combined ($/Boe)
29.20
31.83
Notes:
(1)
Net of transportation expenses.
(2)
Allocation between oil, natural gas and natural gas liquids estimated.
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APPENDIX J
UNAUDITED PRO FORMA FINANCIAL STATEMENTS
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Unaudited Pro Forma Consolidated Financial Statements of

SURGE ENERGY INC.
As at and for the six months ended June 30, 2018
and for the year ended December 31, 2017
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SURGE ENERGY INC.
Pro Forma Consolidated Statement of Financial Position
As at June 30, 2018
(thousands of Canadian dollars) (Unaudited)

Surge
Energy Inc.

Mount Bastion
Oil & Gas Corp.

Pro Forma
Adjustments

Pro Forma
Surge
Energy Inc.

Notes

Assets
Current assets:
Cash
Accounts receivable
Prepaid expenses and deposits

$

Exploration and evaluation assets
Petroleum and natural gas properties
Deferred income taxes

36,207
8,209
44,416

$

2,170
14,435
2,623
19,228

$

-

1,198,483

5,976
242,652

31,715
$ 1,274,614

1,240
$ 269,096

(5,976)
158,423
60,864
(32,955)
$ 180,356

$

$

$

$

2(a)(d)
2(a)(d)
2(c)
2(e)

2,170
50,642
10,832
63,644
1,660,422

$

1,724,066

Liabilities
Current liabilities:
Accounts payable and accrued liabilities
Dividends payable
Fair value of financial contracts
Current portion of other long term obligations

Fair value of financial contracts
Bank debt
Convertible debentures
Decommissioning obligations
Deferred income taxes
Other long term obligations
Shareholders’ equity
Share capital
Equity component of convertible debentures
Contributed surplus
Deficit

34,496
1,921
9,892
1,936
48,245

18,745
10,465
29,210

657
246,811
37,328
170,395

68,631

6,271

-

1,281,317

162,628

3,551
56,303
(576,264)
$ 1,274,614

See accompanying notes to pro forma consolidated financial statements.

3,868
4,759
$ 269,096

11,000
11,000
145,000
(59,995)
60,864
23,242
-

(162,628)
175,000
(3,868)
(8,259)
$ 180,356

2(b)

$

64,241
1,921
20,357
1,936
88,455
657
391,811
37,328
239,895

2(a)
2(a)(c)
2(c)
2(e)

23,242
6,271

2(a)
2(a)

1,456,317

2(a)
2(a)(b)
$

3,551
56,303
(579,764)
1,724,066
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SURGE ENERGY INC.
Pro Forma Consolidated Statement of Income (Loss)
Six months ended June 30, 2018
(thousands of Canadian dollars, except per share amount) (Unaudited)

Surge
Energy Inc.
Petroleum and natural gas
Royalties
Realized loss on financial contracts
Unrealized loss on financial contracts
Processing and other

$

Expenses:
Operating
Transportation
General and administrative
Bad debt provision
Transaction costs
Stock-based compensation
Depletion and depreciation
Finance expense

Mount Bastion
Oil & Gas Corp.

155,384
(21,922)
(5,411)
(7,609)
1,705
122,147

$

75,844
(10,073)
(5,752)
(4,632)
992
56,379

Pro Forma
Adjustments
$

19,274
5,315
965
817
21,406
667
48,444

8,900
3,625
12,525

Income (loss) before taxes

3,906

7,935

(12,525)

Current income tax expense
Deferred income tax expense (recovery)

2,000

1,758
620

(3,382)

Net income (loss)

$

1,906

Net income (loss) per share (note 3(d)):
Basic
$
0.00
Diluted
$
0.00
See accompanying notes to pro forma consolidated financial statements.

$

5,557

$
$

0.03
0.03

$

Notes

-

44,763
4,333
6,401
207
768
2,987
48,623
10,159
118,241

(9,143)

Pro Forma
Surge
Energy Inc.
$

231,228
(31,995)
(11,163)
(12,241)
2,697
178,526
64,037
9,648
7,366
207
768
3,804
78,929
14,451
179,210

3(a)
3(b)

(684)
1,758
(762)

3(c)
$

(1,680)

$
$

(0.01)
(0.01)
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SURGE ENERGY INC.
Pro Forma Consolidated Statement of Income (Loss)
For the year ended December 31, 2017
(thousands of Canadian dollars, except per share amount) (Unaudited)

Surge
Energy Inc.
Petroleum and natural gas
Royalties
Realized loss on financial contracts
Unrealized gain (loss) on financial contracts
Processing and other

$

Expenses:
Operating
Transportation
General and administrative
Bad debt provision
Transaction costs
Stock-based compensation
Depletion and depreciation
Impairment
Finance expense
Loss on disposal of petroleum and natural gas properties

Mount Bastion
Oil & Gas Corp.

240,908
(30,099)
(4,013)
10,112
216,908

$

74,195
7,670
10,575
104
1,155
4,326
88,556
24,124
14,518
34
225,257

99,364
(13,598)
(2,203)
(440)
2,453
85,576

Pro Forma
Adjustments
$

15,137
7,250
22,387

Income (loss) before taxes

(8,349)

6,198

(22,387)

Current income tax expense
Deferred income tax expense (recovery)

(1,676)

350
811

(6,044)

Net income (loss)

$

(6,673)

Net income (loss) per share (note 3(d)):
Basic
$
(0.03)
Diluted
$
(0.03)
See accompanying notes to pro forma consolidated financial statements.

$

5,037

$
$

0.03
0.03

$

Notes

-

30,291
7,817
4,068
41
2,460
33,439
1,262
79,378

(16,343)

Pro Forma
Surge
Energy Inc.
$

340,272
(43,697)
(6,216)
9,672
2,453
302,484
104,486
15,487
14,643
104
1,196
6,786
137,132
24,124
23,030
34
327,022

3(a)
3(b)

(24,538)
350
(6,909)

3(c)
$

(17,979)

$
$

(0.06)
(0.06)
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SURGE ENERGY INC.
Notes to Pro Forma Consolidated Financial Statements
As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

1. Basis of presentation:
The accompanying unaudited pro forma consolidated statement of financial position of Surge
Energy Inc. (the "Corporation" or "Surge") as at June 30, 2018 and the unaudited pro forma
consolidated statements of income (loss) for the six months ended June 30, 2018 and the year
ended December 31, 2017 (the "pro forma financial statements") have been prepared to reflect
the acquisition by Surge of all the issued and outstanding common shares of Mount Bastion Oil &
Gas Corp. ("MBOG") pursuant to an Arrangement Agreement.
These unaudited pro forma financial statements have been prepared based on financial
statements that were prepared in accordance with International Financial Reporting Standards
(“IFRS”) and applicable securities regulations. The unaudited pro forma financial statements have
been prepared from information derived from and should be read in conjunction with the following:

•

Audited consolidated financial statements of Surge as at and for the year ended December
31, 2017.

•

Unaudited condensed consolidated interim financial statements of Surge as at and for the
three and six months ended June 30, 2018.

•

Audited financial statements of MBOG as at and for the year ended December 31, 2017.

•

Unaudited condensed interim financial statements of MBOG as at and for the three and six
months ended June 30, 2018.

The unaudited pro forma consolidated statement of financial position gives effect to the assumed
transactions and assumptions described in note 2 as if they had occurred on June 30, 2018. The
unaudited pro forma consolidated statements of income (loss) give effect to the transactions and
assumptions in note 3 as if they had occurred at January 1, 2017. Certain amounts on the
financial statements of MBOG were reclassified to conform to the presentation of Surge. The
unaudited pro forma financial statements may not be indicative of the results that would have
occurred if the events reflected therein had been in effect on the dates indicated or of the results
which may be obtained in the future. In preparing these pro forma statements, no adjustments
have been made to reflect operating synergies and administrative cost savings that could result
from the operations of the combined assets.
Accounting policies used in the preparation of the unaudited pro forma financial statements are in
accordance with those disclosed in the financial statements of Surge as at and for the year ended
December 31, 2017, except as adopted in the financial statements as at and for the six months
ended June 30, 2018. In the opinion of management these unaudited pro forma financial
statements include all the necessary adjustments for a fair presentation of the ongoing entity.
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SURGE ENERGY INC.
Notes to Pro Forma Consolidated Financial Statements
As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

2. Pro forma consolidated statement of financial position assumptions and adjustments:
The unaudited pro forma consolidated statement of financial position gives effect to the following
assumptions and adjustments:
(a) Acquisition of MBOG:
Under the terms of the Arrangement Agreement, Surge will acquire all of the issued and
outstanding common shares of MBOG at an aggregate purchase price of $320.0 million. As
consideration, MBOG shareholders receive, at their election, for each MBOG share held: (i) in
cash; (ii) common shares of Surge (“Surge Share”); or (iii) a combination of cash and Surge
Shares, subject in each case to proration, such that the aggregate consideration to be paid to
holders of MBOG Shares will be $145.0 million in cash and 75,431,034 Surge Shares. The
pro forma financial statements reflect the issuance of Surge Shares at a price of $2.32 per
share pursuant to the Arrangement Agreement.
The acquisition has been accounted for as a business combination. The preliminary purchase
price allocation relating to the MBOG acquisition is as follows:
Estimated Fair value of Net Assets acquired:
Petroleum and natural gas properties
Net working capital excluding financial derivatives (note 2 (b))
Financial derivatives
Decommissioning obligations
Deferred income tax liability
Net assets acquired

$

Fair value of common shares issued (75,431,034) shares at $2.32 per share)
Cash
Total consideration

$
$
$

($000’s)
401,075
(7,017)
(10,465)
(8,636)
(54,957)
320,000
175,000
145,000
320,000

The above amounts are estimates, which have been made by management of Surge for the
acquisition, based on information available. Amendments will be made to these amounts as
values subject to estimate are finalized and to account for final balances at the time of closing.
(b) Included as an adjustment to accounts payable and accrued liabilities are estimated
transaction costs associated with the acquisition totaling $11.0 million. Transaction costs
include amounts relating to advisory fees, legal and accounting fees, and other acquisition
related costs. $7.5 million of this amount relates to costs incurred by MBOG and have been
included in the purchase price allocation. Surge’s estimated transaction costs related to the
arrangement are $3.5 million and have been debited against the deficit on the balance sheet.
(c) The decommissioning obligations acquired were initially recognized at fair value using a
discount rate of 8%. They were subsequently revalued using the risk-free rate resulting in an
increase in the decommissioning liabilities acquired with the offset to petroleum and natural
gas properties.
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SURGE ENERGY INC.
Notes to Pro Forma Consolidated Financial Statements
As at and for the six months ended June 30, 2018 and for the year ended December 31, 2017
(Unaudited)

(d) The fair value of the oil and gas properties was determined based on preliminary internal
estimates of proved plus probable reserves.
(e) The deferred income tax liability was determined by applying the statutory tax rate to the
temporary differences between the fair value of the assets acquired and liabilities assumed
and the related tax pools. The acquisition resulted in a $55.0 million deferred tax liability and
as such Surge’s existing deferred tax asset of $31.7 million has been reclassified to arrive at
the net deferred tax liability position reflected on the pro forma consolidated statement of
financial position. This adjustment was recorded using a statutory rate of 27%.
3. Pro forma consolidated statements of income (loss) assumptions and adjustments:
The unaudited pro forma consolidated statements of income (loss) give effect to the following
assumptions and adjustments:
(a) Depletion expense has been adjusted to reflect the application of the appropriate unit-ofproduction rate based on proved and probable reserves following the adjustment of the
MBOG carrying value of the petroleum and natural gas properties to its fair value upon
acquisition as determined in the purchase price allocation described in note 2(a) above.
(b) Finance expense has been increased $3.6 million the six months ended June 30, 2018 and
$7.3 million for the year ended December 31, 2017 to reflect additional bank debt interest on
cash consideration paid in the acquisition.
(c) The deferred income tax provision has been adjusted by $3.4 million for the six months ended
June 30, 2018 and $6.0 million for the year ended December 31, 2017 to include the deferred
tax impact of the adjustments above. This adjustment was recorded using a statutory rate of
27%.
(d) The following table reconciles the pro forma weighted average shares outstanding for the six
months ended June 30, 2018 and the year ended December 31, 2017:
Weighted average common shares outstandingbasic (thousands)
Surge weighted average common shares- basic

Six months ended
June 30, 2018

Year ended
Dec 31, 2017

231,904

228,212

Common shares issued to purchase MBOG (note 2(a))

75,431

75,431

Pro forma weighted average shares outstanding- basic

307,335

303,643

Six months ended
June 30, 2018

Year ended
Dec 31, 2017

236,311

228,212

Common shares issued to purchase MBOG (note 2(a))

75,431

75,431

Pro forma weighted average shares outstanding- diluted

311,742

303,643

Weighted average common shares outstandingdiluted (thousands)
Surge weighted average common shares- diluted
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APPENDIX K
SECTION 191 OF THE BUSINESS CORPORATIONS ACT (ALBERTA)
MBOG Shareholders have the right to dissent in respect of the Arrangement in accordance with Section 191 of the
ABCA (as varied by the Interim Order). Such rights of dissent are described in the Information Circular under the
heading "The Arrangement – MBOG Dissent Rights". The full text of Section 191 of the ABCA is set forth below.
191(1) Subject to sections 192 and 242, a holder of shares of any class of a corporation may dissent if the
corporation resolves to
(a)

amend its articles under section 173 or 174 to add, change or remove any provisions restricting or
constraining the issue or transfer of shares of that class,

(b)
amend its articles under section 173 to add, change or remove any restrictions on the business or
businesses that the corporation may carry on,
(b.1)
amend its articles under Section 173 to add or remove an express statement establishing the
unlimited liability of shareholders as set out in Section 15.2(1),
(c)

amalgamate with another corporation, otherwise than under section 184 or 187,

(d)

be continued under the laws of another jurisdiction under section 189, or

(e)

sell, lease or exchange all or substantially all its property under section 190.

(2)
A holder of shares of any class or series of shares entitled to vote under section 176, other than section
176(1)(a), may dissent if the corporation resolves to amend its articles in a manner described in that section.
(3)
In addition to any other right he may have, but subject to subsection (20), a shareholder entitled to dissent
under this section and who complies with this section is entitled to be paid by the corporation the fair value of the
shares held by the shareholder in respect of which the shareholder dissents, determined as of the close of business on
the last business day before the day on which the resolution from which the shareholder dissents was adopted.
(4)
A dissenting shareholder may only claim under this section with respect to all the shares of a class held by
the shareholder or on behalf of any one beneficial owner and registered in the name of the dissenting shareholder.
(5)
A dissenting shareholder shall send to the corporation a written objection to a resolution referred to in
subsection (1) or (2)
(a)

at or before any meeting of shareholders at which the resolution is to be voted on, or

(b)
if the corporation did not send notice to the shareholder of the purpose of the meeting or of his
right to dissent, within a reasonable time after the shareholder learns that the resolution was adopted and of
the shareholder's right to dissent.
(6)
(2),

An application may be made to the Court after the adoption of a resolution referred to in subsection (1) or

(a)

by the corporation, or

(b)

by a shareholder if the shareholder has sent an objection to the corporation under subsection (5)
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to fix the fair value in accordance with subsection (3) of the shares of a shareholder who dissents under this section,
or to fix the time at which a shareholder of an unlimited liability corporation who dissents under this section ceases
to become liable for any new liability, act or default of the unlimited liability corporation.
(7)
If an application is made under subsection (6), the corporation shall, unless the Court otherwise orders,
send to each dissenting shareholder a written offer to pay the shareholder an amount considered by the directors to
be the fair value of the shares.
(8)
Unless the Court otherwise orders, an offer referred to in subsection (7) shall be sent to each dissenting
shareholder
(a)
at least 10 days before the date on which the application is returnable, if the corporation is the
applicant, or
(b)
within 10 days after the corporation is served with a copy of the application, if a shareholder is the
applicant.
(9)

Every offer made under subsection (7) shall
(a)

be made on the same terms, and

(b)

contain or be accompanied with a statement showing how the fair value was determined.

(10)
A dissenting shareholder may make an agreement with the corporation for the purchase of the shareholder's
shares by the corporation, in the amount of the corporation's offer under subsection (7) or otherwise, at any time
before the Court pronounces an order fixing the fair value of the shares.
(11)

A dissenting shareholder
(a)

is not required to give security for costs in respect of an application under subsection (6), and

(b)
except in special circumstances must not be required to pay the costs of the application or
appraisal.
(12)

In connection with an application under subsection (6), the Court may give directions for
(a)
joining as parties all dissenting shareholders whose shares have not been purchased by the
corporation and for the representation of dissenting shareholders who, in the opinion of the Court, are in
need of representation,
(b)
the trial of issues and interlocutory matters, including pleadings and questioning under Part 5 of
the Alberta Rules of Court,

(13)

(c)

the payment to the shareholder of all or part of the sum offered by the corporation for the shares,

(d)

the deposit of the share certificates with the Court or with the corporation or its transfer agent,

(e)
them,

the appointment and payment of independent appraisers, and the procedures to be followed by

(f)

the service of documents, and

(g)

the burden of proof on the parties.

On an application under subsection (6), the Court shall make an order
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(a)
fixing the fair value of the shares in accordance with subsection (3) of all dissenting shareholders
who are parties to the application,
(b)
giving judgment in that amount against the corporation and in favour of each of those dissenting
shareholders,
(c)

fixing the time within which the corporation must pay that amount to a shareholder, and

(d)
fixing the time at which a dissenting shareholder of an unlimited liability corporation ceases to
become liable for any new liability, act or default of the unlimited liability corporation.
(14)

On:
(a)

the action approved by the resolution from which the shareholder dissents becoming effective,

(b)
the making of an agreement under subsection (10) between the corporation and the dissenting
shareholder as to the payment to be made by the corporation for the shareholder's shares, whether by the
acceptance of the corporation's offer under subsection (7) or otherwise, or
(c)

the pronouncement of an order under subsection (13),

whichever first occurs, the shareholder ceases to have any rights as a shareholder other than the right to be paid the
fair value of the shareholder's shares in the amount agreed to between the corporation and the shareholder or in the
amount of the judgment, as the case may be.
(15)

Subsection (14)(a) does not apply to a shareholder referred to in subsection (5)(b).

(16)

Until one of the events mentioned in subsection (14) occurs,
(a)

the shareholder may withdraw the shareholder's dissent, or

(b)

the corporation may rescind the resolution,

and in either event proceedings under this section shall be discontinued.
(17)
The Court may in its discretion allow a reasonable rate of interest on the amount payable to each dissenting
shareholder, from the date on which the shareholder ceases to have any rights as a shareholder by reason of
subsection (14) until the date of payment.
(18)

If subsection (20) applies, the corporation shall, within 10 days after
(a)

the pronouncement of an order under subsection (13), or

(b)
the making of an agreement between the shareholder and the corporation as to the payment to be
made for the shareholder's shares,
notify each dissenting shareholder that it is unable lawfully to pay dissenting shareholders for their shares.
(19)
Notwithstanding that a judgment has been given in favour of a dissenting shareholder under subsection
(13)(b), if subsection (20) applies, the dissenting shareholder, by written notice delivered to the corporation within
30 days after receiving the notice under subsection (18), may withdraw the shareholder's notice of objection, in
which case the corporation is deemed to consent to the withdrawal and the shareholder is reinstated to the
shareholder's full rights as a shareholder, failing which the shareholder retains a status as a claimant against the
corporation, to be paid as soon as the corporation is lawfully able to do so or, in a liquidation, to be ranked
subordinate to the rights of creditors of the corporation but in priority to its shareholders.
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(20)
A corporation shall not make a payment to a dissenting shareholder under this section if there are
reasonable grounds for believing that
(a)

the corporation is or would after the payment be unable to pay its liabilities as they become due, or

(b)
the realizable value of the corporation's assets would by reason of the payment be less than the
aggregate of its liabilities.

