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The opinions presented are those of the
presenter but please direct critical comments
elsewhere. | am sensitive and | am easily

offended. ¥ el
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Sayer Energy Advisors

e« 29.8 year history of oil and natural gas
Industry M&A services.

« Completely Iindependent of the public
markets — we do not get involved in
financings.

« Managed by individuals with varied
backgrounds, each with significant related

experience.
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Sayer Energy Advisors

Corporate Advisory Services

CANADIAN OIL INDUSTRY
MERGER AND
ACQUISITION
REPORT

» Divestitures, Mergers, Acquisitions.
e Valuations and Fairness Opinions.
« Expert Witness Assignments.
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Industry Publications

Wi ot 8.

 Well-known for Canadian M&A market analysis through
our quarterly publication.

e Publish complete Canadian oil industry M&A and financing
information.

« Complete listing of current Canadian oil & natural gas

Industry asset and corporate dispositions. | q
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Recent M&A Activity Metrics
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We Are in a Buyers’ Market

“You spelled garbage wrong.”

SPEE Presentation
November 15, 2016

We have been in a
“Buyers’ Market” for
a number of years.

The “Buyers’ Market”
will  continue with
continued depressed
commodity prices.
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Factors Affecting Prices of
M&A Transactions

>$100,000/boe/d $
factors
leading to
higher prices

facility capacity

light oil

low
operating expense

operated
high
working interest

high amount of
economic upside
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low numerous shut-in wells

working interest

non-operated very limited amount

of upside
high fac_tors
operating expense facility constrained Ieadmg_ to
lower prices

dry gas
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Cash Flow is King!

 Deals are being done on a cash flow basis,
less consideration for liabilities.

~ \ !

know that you don’t want to hear this,
out ...

Reserves-based metrics are pretty much

off the table right now. >
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Historical Cash Flow Multiples

10.0 -
50
2008 2009 2010 2011 2012 2013 2014 2015 2016*
o Oil 3.9 6.6 5.9 5.1 6.0 4.4 4.5 6.3 6.7
@ Natural Gas 4.2 6.9 7.2 6.0 5.6 3.4 5.3 6.1 8.6

*Q1-Q3 2016 7‘4
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Total Value of M&A Activity

e Total M&A value of approximately $15 billion in 2015
compared to $49 billion for 2014.

« $17.8 billion so far in 2016 (Q1-Q3).

$45.0
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Why Is M&A Value Down?
e Uncertainty relating to pricing.
« Uncertainty relating to government.

 Uncertainty relating to environmental
policies.

A generally bad public feeling about our
Industry.

* In general it appears that our industry Is

currently “toxic”.
> el
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Why i1s M&A Value Down?

« Uncertainty relating to pricing.
« M&A prices are responsive to commodity
price changes.

« Parties that do not have to sell are not selling
In the current low price environment.

"That's a great offer ...
at $45-$50 oil, but that
price is hot going to be
here for long.

happens.” > ol
! SAYER
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The Question We HATE Getting Asked

 “‘When Is the gap between buyers and
sellers going to close?”

« Buyers want to buy assets because they
believe that the price of oil will rise, yet they
make offers as if the price is going to stay low.

o Sellers, unless pressured to sell, will not sell
at low prices unless the prospect of higher
prices is reflected in the offer price.

« A buyer which recognizes this can be
successful If it offers value over and above

that reflected In strip pricing.
PP g — .
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Correlation of Median M&A Price
and Commodity Prices:

Average Median Oil
Alberta Crude Acquisition Price
($/bbl) ($/bbl)
$120.00 + + $20.00
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$80.00 —+
+ $12.00
$60.00 —+ + $10.00
+ $8.00
$40.00 —+
+ $6.00
+ $4.00
$20.00 —+
+ $2.00
$0.00 1 | | 1 : | | $0.00
2008 2009 2010 2011 2012 2013 2014 2015 2016*
Qil Price source: *Ql_Q3 2016
CAPP Monthly Crude Oil Pricing Report Crude price *Acquisition Price

Daily Oil Bulletin
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Correlation of Median M&A Price

and Commodity Prices: NATURAL GAS

Average Alberta
Natural Gas
(AECO-C)
($/MMbtu)
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Median Natural Gas
Acquisition Price
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Why i1s M&A Value Down?

« Uncertainty relating to government.

« Change in provincial government.
» Uncertainty relating to carbon taxes, emissions caps, etc.
» Uncertainty relating to handling of LLR issues.
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Why i1s M&A Value Down?

e Uncertainty relating to government.

« Change in provincial government.
» Uncertainty relating to carbon taxes, emissions caps, etc.
» Uncertainty relating to handling of LLR issues.
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Why i1s M&A Value Down?

« Uncertainty relating to government.

« Change in US federal government.
» Uncertainty relating to carbon taxes, emissions caps, etc.
» Uncertainty relating to handling of pipeline issues.
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Why i1s M&A Value Down?

« Uncertainty relating to government.

« Change in US federal government.
» Uncertainty relating to carbon taxes, emissions caps, etc.
» Uncertainty relating to handling of pipeline issues.
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Does Anyone Love Our Industry?

THE SKY IS5

After visiting the tar sands, this is what

Ml NEIL YOUNG had to say:

S R —

((nz\ (M; By

FELLONUS o~
ALREADY _ T

seay i Ro ) F

“Fort McMurray looks like Hiroshima.

People are dying of concer because of this.
All the Firt Nations paophe up there are threatenad by this”

WEWE LoCATeD
THe BLOCKAGE.

. HEILTSUK

NATION
L. OPPOSES
\ |
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2016 YTD Look Back
Forecast for Upcoming M&A Activity

Q 6 f\‘v = j
44 FRRe

6 e
Sunny ways?

SPEE Presentation
© Sayer Energy Advi November 15, 2016 % ENERGY ADVISORS




Increased Number of Receiverships

« While they arent in the business of
putting their customers out of business,
lenders have become Increasingly
Impatient with the situation, particularly
relating to juniors and LLR.

NATIONAL IB
BANI(() ATB cCorporate T em iy
OF CANADA Fmanc;al Serwces N WESTERN

BANK

 This has led to an increase of Work for the
receivers. This has almost ended

o GrantThornton MNP ﬁ CONS U LTIN G pwc AI

. Hardie&Kelly Deloitte ¥ el
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Increased Number of Recelverships

e There are typically around eight oil
and natural gas companies that go
Into receivership each year.

In 2015, 20* oil and natural gas
companies went into receivership
or CCAA, by far the most since the
downturn, in 2009, when a total of
20 companies also went under.

The number of receiverships increased in 2016,
especially in the junior sector. So far in 2016 there
have been 26 companies entering into receivership

or CCAA. —
*includes three related entities (Conserve Oil Group Inc., - l
COGI Limited Partnership and Canadian Oil & Gas International) SAYER
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2014-2015 Recelverships & CCAA

A LS@ sond= coast ¢

EEEEEE REsourRceEs RESOURCES

@) SPYGLASS Desmarais
RESOURCES CORP. NERGY CORPORATIO *

(107855 ... Sedna Ol & Bas Ltd, stogzune
d) Kootenay /k o

HYPERION EXX3NAND
EXPLORATION CORP. p et ro g | 0 b o T

BARRIER REEF
CONSERVE
RESOURCES PALLISER ‘C oiLGrour IVANHOE ENERGY INC.

Oil & Gas Corporation
QWEST DIVERSIFIED

7] Western Plains PPC ENERGY CORPORATION Exa”
== Petroleum Ltd. Premier Petroleum Corp. (( CYG A M Energy Corporation
ﬂ -

Navarone RedWater Wa ld 101

E C H Energy Corporation
Enerev Cor s
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e So farin 2016 there have been
26 companies entering
Into receivership or CCAA.

It appears that the worst is over,
as most of the distressed
companies have been dealt with,
one way or another.
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2016 Recelverships & CCAA

A
HIGH NORTH {u} Bumper Development Corporation Lid.
RESOURCES LTD. W

Brevia Energy** Detector Exploration Ltd.

Quicksilver Resources éT.: —_A
Canada Inc.

ST

QlIL AND GAS LIMITED o

O | -
N,n_"legp Kinwest 2008 /’
Resources Inc Energy Inec. nnterra N01thp01nt Resources Ltd.

Energy Inc.
OUA'I‘I'RD Tudor Corporation Ltd. \%L IGHTSTREA M.

SUMMERFIELD

\(® | ENERGY £
ENERGY INC.

HHHHHHHHH

gn@gtg, %\EH

EDGE

RESOURCES

orthplne
TWIN BUTTE
ENERGY LTD. Energy Ltd

EXPLORATION AND PRODUCTION LTD.

ENERGY SING \ ARTISAN ENERGY

Tuycany G AAE T

ENERGY LTD
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Who's Next?

 The big question on everyone’s mind is who will be

the next big blow up?
D HSBC (X)
= [l FARGO

% Scotiabank
— g:IIIIgNAL - e A ATB Corporate
OF CANADA — b 3 B o 0 Fmancra/Serwces

* Spyglass & Twm Butte are th blggest companles to
go down in receivership. Lightstream is in a CCAA
process, hoping to avoid the same fate.

 The worst is behind us. 4\\ SPYGLASS

LIGHTSTREAM

RESOURCES

ENERGY LTD.
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Receliverships & LLR

* LLR uncertainty

« The AER’s handling of LLR for insolvent companies is
disrupting the orderly sale of assets and the distribution
of proceeds to creditors.

« The ATB formally challenged, in court, the AER'’s
handling of such issues in the case of RedWater
Energy Corporation. The decision is under appeal.

Alberta
ATB corporate H
Financial Services” Redwatel' M Energlyt
CAPITAL SOLLTIONS | FIMANCIAL MARKETS Energy Corporation —_ Regu ator

« Until there is final resolution and acceptance of the
judgement in this matter, the M&A market for
troubled or insolvent juniors will remain in turmoil.

7‘4
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Environmental

Environmental factors are
becoming more of a
concern/impediment/issue
INn M&A transactions.

It IS more common than

lost following environmenta| =~ S-—
due diligence.
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Stakeholder Activism

» Activist stakeholders are forcing companies into
strategic alternatives processes at an
Inopportune time or disrupting the processes.

p FRONTFOUR ey s rockenergy
LIVERMORE ey ZARGON

PARTNERS OlL & GAS LTD
DEBENTURE TWIN BUTTE
— ‘ EEEEEEEEEE

HOLDERS REIGNWOOD RESOURCES
HOLDINGS PTE. LTD.

7.4
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Shareholder Activism

There Is sure to be more shareholder
activism as year-end results are released.

NoWw Is THE
RIGHT TIMe
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Hostille Takeovers

 The Canadian market does not generally see a lot
of “hostile” activity.

Two hostiles were on the radar this year.

SUNCOR ) == &

ENERGY Canadian Oil Sands

1927297 o=
Aberta Ltd. o momentay

There could be more hostile takeovers attempted as
year-end financial results and updated reserve
reports are released, but this is a rare occurrence.
V._q
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More “Friendly” Paper Deals

e Look for a significant increase In friendly
“paper deals”.

* Most likely acquirers are companies with
“strong paper’.

RAGING RIV Eﬂ

EXPLORATION INC. 4

Anegada Energy Corp.

* As with shareholder activism, this activity
could pick up as year-end financial and
operating results are released.

¥ el

SPEE Presentation SAYE R

© Sayer Energy Advisors 2016 November 15, 2016 * ENERGY ADVISORS




HYPERION Carmel Bay

EXPLORATION CORP.

RESOURCES LTD

A\nscss ®ARCAN

7/ %

Artek Exploration Ltd.

33

Powder Mountain
Energy Ltd.

‘LEGﬁQ!

Dolomite
Energy Inc.

Beaumont
Energy
Inc.
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Companies SOLD in 2015

€ -
NEW STAR

ENERGY LTD.

@

KIickING HORSE

Mapan Energy |

Ltd. *mapleleaf

ROYALTIES CORP.

PETROLEUM INCI

< CODA

Anegada Energy Corp.

StonePoint

Q CANAMAX
Energylnc. ENERGYLTD
NEXXCO

ENERGY LTD.

DELIVERING RESULTS



Companies SOLD to date in 2016

PR\
BDULDER @ LONG .IKNE)\(-:LRATION ﬂ

Canadian Oil Sands Arsenal Energy Inc.

STRHRIKER
Lergen Resources Inc. \ EXPLORATION CORP.
}' /ﬂ;:.

ANDERSON  youu0 An Sbmeemasihe

ENERGY INC. RESOURCES

mrockenergy \?}

MarqQuiee
RAIMOUNT ENERGY INC. LQJ

(fransaction pending)

Companies’ entire asset base sold out of a receivership or CCAA process:
@ SPYGLASS Kinwest 2008 Exall
RESOURCES CORP.
Enersy Inc. Energy Corporation HYPE RI @ N
PALLISER Detector Exploration Ltd,  FXPHORATIONSORE:

U camer B Waldidn
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Currently “On the Block” or
“Reviewing Strategic Alternatives”
/(
ZARGON TR/,QON ) SrESRNDS..

0O 1I L & G A S L T D
O1r OpPErRaTIONS LTD.

Oil £ Reserve vikcina  RM Pv

o HILLS OIL CORP ENERGY INC

Re ent /,--""“I Oy
cequence \\ﬁeﬁ‘iﬁf"“ CHINOOK (SR

energy inc

Companies currently in a CCAA process:

PUSIRPWI  EXPLORATION AND PRODUCTION LTD ’
© Sayer Energy Advisors Energy Inc.



Foreign Interest in Canadian Oil and
Natural Gas Will Continue

TriWin International Yy
(China) EE |V PERION
[nvestment Group Ing,  Jonuary 2015 exeLomaTion core

L4
(@) Teezos? NEW STAR

ENERGY LTD.

)
(Poland) ] Upstream Hmmm) G

snada November 2015
Canada KickING HORSE

EMERGY INC.

(China) Investors from the =
"% People’s Republic of China may 2016 % /_\3

LONG RUN EXPLORATION

(China)  Sinopeak Energy Ltd > @ SPYGLASS

May 2016 RESOURCES CORP
7‘4
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Total Canadian Oil & Natural Gas
Financings ($ Billions)
New equity is key to funding M&A activity.

* Financing activity was significantly down in 2015 but there has
been a rebound in interest in equity financings and a decrease
In debt issues in 2016.

 Including equity and debt issues, a total of
$17.2 billion in capital was raised in 2015.

e $24.6 billion was raised in 2014.

o $11.3 billion has been raised in the first three quarters of
2016, $9.8 billion in equity and $1.5 billion in debt.

Equity raised was down slightly in 2015, with
$10.5 billion raised vs. $11.8 billion raised in 2014: however,
roughly 34% of the equity raised was used to pay down
debt or to redeem commercial paper, not to increase capital
spending.

It is likely that much of the equity raised in 2016 will be used to

fund growth. V.—ﬂ
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Total Canadian Oil & Natural Gas
Equity Financings ($ Billions)
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2016: Private Equity
Has Increased Its Presence

o With lethargic public capital markets, private equity
has recently stepped up its presence. The majority
of recent private equity funds have come from
Canada.

ARC

financial- o

XazimuTH

(KERN Partners)

I Camcor

Brookfield

« US hedge funds are starting to step up and place

funds in Canada. I
L. = ‘H]GE SAYER

RIVER
STONE
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Top 10 Pub

RANK

2016: Private Equity
Has Increased Its Presence

COMPANY

PROVINCE

PE FIRMIS]

SECTOR

licly Disclosed PE Deals in the First Half of 2016

$ MIL.

SASKATCHEWAN : . )
] CANADA PENSION PLAN INVESTMENT BOARD (CPPIB), OIL & GAS,
1 ASSETS OF PENNWEST ~ SASKATCHEWAN  pewn wEST PETROLEUM LTD, TEINE ENERGY LTD. POWER 3875
PETROLEUM
ceEE HIGHBRIDGE PRINCIPAL STRATEGIES, MACQUARIE
I i QUEBEC INFRASTRUCTURE AND REAL ASSETS [MIRAI, CLEANTECH $800
: HAWTHORN EQUITY PARTNERS
3 RIMROCKOIL & GAS ALBERTA  WARBURG PINCUS L $490
PACIFIC EXPLORATION & OIL & GAS,
i PEEEERRLIRS ONTARIO CATALYST GAPITAL GROUP INC. b $641
CAPSTONE
§  INFRASTRUCTURE ONTARIO ICON INFRASTRUCTURE CLEANTECH $480
CORPORATION
LIFEMARK HEALTH AND .
&  VIEWPOINT MEDICAL ONTARIO st S kMR LIFE SCIENCES ~ $245
ASSESSMENTS
ARALEZ BROADFIN CAPITAL, LLC, DEERFIELD MANAGEMENT = )
7 PHARMACEUTICALS INC. RHTARD COMPANY, L P., JW ASSET MANAGEMENT, LLC, a7 INg,  LIFESCIENCES  $204
TRANSALTA ALBERTA INVESTMENT MANAGEMENT CORPORATION
8 RENEWABLES INC ALOUERTA [AIMCO), TRANSALTA CORPORATION LR $200
9 BANRO CORPORATION ONTARIO RESOURCE FINANCEWORKS LIMITED IInG & $137
: LITE RESOURCES
10 FISSION URANIUM CORP BC CGN MINING COMPANY LIMITED MINING & $82
: RESOURCES

SOURCE: CVCA Venture Capital & Private Equity Canadian Market Overview; First Half 2016,

as published in Nickle’s Daily Oil Bulletin on October 31, 2016
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Total M&A Value vs. Total M&A Value

Done By Private Entities ($ Billions)

$60.00

5%
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M&A Transactions Concluded
by Sayer in 2016 YTD
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Summary

The M&A market needs cooperation from all levels
of government.
* Royalty framework, LLR, environmental, pipelines, ...

There have been-more insolvent junior companies
in 2016.

LLR and environmental issues will continue to factor
Into M&A transactions.

Many companies will “roll over’” to sustained low
prices and willingly enter the M&A market.

Many companies  will enter the M&A market
unwillingly.

* Pressure from shareholders; hostile takeover attempts;
pressure from bankers.

More share-for-share transactions will be concluded.
Private equity will continue to step up.
The industry will survive.




‘Never et
defeat

nave the |ast
word-

Tibetan Proverb




“The future ain't what it used to be.”
Yogi Berra (1925-2015)
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