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Independent Auditor’s Report

To the Shareholders of Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”)

Opinion

We have audited the consolidated financial statements of Nexera Energy Inc. (formerly “Emerald Bay
Energy Inc.”) and its subsidiaries (the “Company”), which comprise the consolidated statement of
financial position as at December 31, 2019 and 2018, and the consolidated statements of comprehensive
loss, changes in deficiency and cash flows for the years then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Company as at December 31, 2019 and 2018, and its
consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the
Company in accordance with the ethical requirements that are relevant to our audit of the consolidated
financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

Without qualifying our audit opinion, we draw your attention to Note 1 in the consolidated financial
statements that indicates the Company has a history of losses, an accumulated deficiency of $31,253,551,
and negative operating cash flows of $1,186,899. These conditions, along with other matters set forth in
Note 1, indicate the existence of a material uncertainty that may cast significant doubt about the
Company’s ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Other Information

Management is responsible for the other information. The other information comprises the information,
other than the consolidated financial statements and our auditor’s report thereon, included in the
Management Discussion and Analysis.

Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

We obtained the Management Discussion and Analysis prior to the date of this auditor’s report. If, based
on the work we have performed on this other information, we conclude that there is a material
misstatement of this other information, we are required to report that fact in this auditor’s report. We
have nothing to report in this regard.



Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgement and maintain professional skepticism throughout the audit. We also:

· Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

· Obtain an understanding of internal control relevant to the audit 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 Company’s internal control.

· Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

· Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

· Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.



· Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Company audit.
We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

The engagement partner on the audit resulting in this independent auditor’s report is John Leavitt.

Chartered Professional Accountants

Calgary, Alberta

June 15, 2020



Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”)
Consolidated Statements of Financial Position
December 31, 2019 and 2018

1
The notes are an integral part of these consolidated financial statements.

December 31, 2019
$

December 31, 2018
$

Assets
Current assets
   Cash 99,013 623,380

Short-term investments 349,226 341,250
   Trade and other receivables (note 21(b)) 385,823 142,178
   Prepaid expenses and deposits 16,935 37,402

Total current assets 850,997 1,144,210

Non-current assets
Exploration and evaluation assets and other intangible assets (note 8) - 2,881,857
Property and equipment (note 6) 5,009,276 6,317,644
Total assets 5,860,273 10,343,711

Liabilities
Current liabilities
   Accounts payable and accrued liabilities (note 21(c)) 7,122,891 7,361,784
   Shareholder indemnity (note 19(a)) 291,628 290,567
   Short-term loan (note 13(b)) 519,520 546,000

Convertible debt (note 11) - 379,750
  Demand loan (note 12) 75,000 105,500
  Short-term loan (note 13(a)) - 200,000
  Credit facility (note 14(b)) 4,127,311 4,330,856
  Note payable (note 14 (a)) 5,785,406 5,785,406

Other liabilities (note 19(b)) 111,496 131,997
Lease liability – short-term (note 18) 40,578 -
Total current liabilities 18,073,830 19,311,860

Non-current liabilities
Lease liability (Note 18) 62,966 -
Decommissioning obligations (note 10) 1,184,900 1,063,942
Total liabilities 19,321,696 20,195,802

Shareholders’ deficiency
Share capital (note 15(a)) 14,469,283 13,350,142
Warrants (note 15(b)) 834,248 607,708
Contributed surplus 2,441,269 1,886,474
Share purchase loan (note 17(a)) (247,970) (247,970)
Deficiency (31,253,551) (25,805,078)
Non-controlling interest in PRI (246,861) 8,055
Accumulated other comprehensive income 542,159 348,579
Total shareholders’ deficiency (13,461,423) (9,852,091)

Total liabilities and shareholders’ deficiency 5,860,273 10,343,711
Reporting entity and going concern (note 1)

Approved on behalf of the Board of Directors
Signed  “Shelby D. Beattie” Signed “Gibson C. Scott”
Director Director



Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”)
Consolidated Statements of Comprehensive Loss
For the years ended December 31, 2019 and 2018

2
The notes are an integral part of these consolidated financial statements.

December 31, 2019
$

December 31, 2018
$

Revenue
Petroleum and natural gas revenue 1,096,356 1,154,491
Other revenue 123,165 -
Royalties (69,608) (28,969)

1,149,913 1,125,522
Operating expenses
Production and operating expenses 684,554 910,281
Depletion and depreciation (note 6) 479,697 337,179
Goodwill impairment (note 9) - 340,025
Impairment of exploration and evaluation assets (note 8) 3,078,270 612,889
Impairment of property and equipment (note 6) 755,019 105,869
General and administrative 941,290 1,057,647
Bad debt expense (note 21(b)) - 161,060
Foreign exchange loss 178,548 277,534

6,117,378 3,802,484

Loss before undernoted (4,967,465) (2,676,962)

Finance expense
Interest expense (778,112) (773,026)
Interest on lease liability (note 18) (5,095) -
Accretion of decommissioning obligations (note 10) (17,241) (18,076)
Finance expense (800,448) (791,102)

Other income and expenses
Gain on forgiveness of accounts payable - 39,154
Net other income and expenses - 39,154

Net loss before income tax (5,767,913) (3,428,910)
Income tax recovery (note 16) - (340,025)
Net loss for the year (5,767,913) (3,088,885)

Other comprehensive loss
Foreign currency translation adjustment 258,105 457,026
Total comprehensive loss for the year (5,509,808) (2,631,859)

Attributable to:
Equity holders of the parent (5,448,473) (3,019,562)
Non-controlling interests (319,440) (69,323)

Basic and diluted loss per share (note 15(e)) (0.02) (0.01)
Weighted average number of common shares outstanding during
the year

301,356,110 270,783,705



Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”)
Statements of Changes in Deficit
For the years ended December 31, 2019 and 2018

3
The notes are an integral part of these consolidated financial statements.

Share capital
$

Warrants
$

Contributed
surplus

$

Share purchase
loan

$
Deficiency

$

Non-Controlling
Interest

$

Accumulated
other

comprehensive
loss

$
Total

deficiency
$

Balance, December 31, 2017 12,767,569 556,389 1,886,474 (247,970) (22,785,516) (36,879) 5,809 (7,854,124)
Reallocation expiry of warrants 561,395 (561,395) - - - - - -
Issue costs for expired warrant (5,006) 5,006 - - - - - -
Loss for the year - - - - (3,019,562) (69,323) - (3,088,885)
Private placement, net of issue costs 26,184 607,708 - - - - - 633,892
Foreign exchange translation to

presentation currency - - - - - 114,256 342,770 457,026

Balance, December 31, 2018 13,350,142 607,708 1,886,474 (247,970) (25,805,078) 8,054 348,579 (9,852,091)
Reallocation expiry of warrants 615,762 (615,762) - - - - - -
Issue costs for expired warrant (8,054) 8,054 - - - - - -
Loss for the year - - - - (5,448,473) (319,440) - (5,767,913)
Settlement of short-term note and

convertible notes
369,864 - 554,795 - - - - 924,659

Private placement, net of issue costs 141,569 834,248 - - - - - 975,817

Foreign exchange translation to
presentation currency

- - - - - 64,525 193,580 258,105

Balance, December 31, 2019 14,469,283 834,248 2,441,269 (247,970) (31,253,551) (246,861) 542,159 (13,461,423)



Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”)
Consolidated Statements of Cash Flows
For the years ended December 31, 2019 and 2018

4
The notes are an integral part of these consolidated financial statements.

December 31, 2019
$

December 31, 2018
$

Cash (used in) provided by:
Operating activities
   Net loss for the year (5,767,913) (3,088,885)
   Adjustments for:

Depletion and depreciation (note 6) 479,697 337,179
Goodwill impairment (note 9) - 340,025
Impairment of exploration and evaluation assets (note 8) 3,078,270 612,889
Impairment of property and equipment (note 6) 755,019 105,869
Accretion of decommissioning obligation (note 10) 17,241 18,076
Interest on lease liability (note 18) 5,095 -
Deferred tax recovery (note 16) - (340,025)
Unrealized foreign exchange gain 361,793 196,545

(1,070,798) (1,818,327)

   Change in trade and other receivables (243,645) 77,067
   Change in prepaid expenses and deposits 20,467 (3,168)
   Change in accounts payable and accrued liabilities 106,016 2,197,862
   Change in shareholder indemnity (note 19 (b)) 1,061 (32,057)

(1,186,899) 421,377
Investing activities
  Property and equipment expenditures (note 6) (56,279) (76,887)
  Exploration and evaluation expenditures (note 8) (149,559) (506,956)
  Proceeds from farm-out agreement (note 8) - 108,518

(205,838) (475,325)
Financing activities
Proceeds from issuance of common shares, net of issue costs (note 15 (b)) 975,817 633,892
Repayment of other liabilities (20,501) (36,513)

  Lease payments (56,446) -
  Repayment of demand loan (note 13) (30,500) (25,000)
  Receipt (repayment) of demand loan (note 12) - (20,000)

868,370 552,379

Change in cash (524,367) 498,431
Cash, beginning of year 623,380 124,949
Cash, end of year 99,013 623,380

Supplemental cash flow information (note 20)



Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”)
Notes to the Consolidated financial statements
For the years ended December 31, 2019 and 2018

5

1 Reporting entity and going concern

Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”) (the “Company”) was incorporated under
the Business Corporations Act of Alberta on May 9, 1997 and is listed on the TSX Venture
exchange.  The Company is engaged in the exploration for and development of petroleum and
natural gas properties, principally in Alberta, Canada and Texas, USA. The Company is listed on
the TSX Venture exchange under the symbol “NGY.V”. The Company’s registered head office is
located at #3A, 4015 – 1 Street South East, Calgary, Alberta, Canada T2G 4X7.

At December 31, 2019, the Company had not yet achieved profitable operations, had an
accumulated deficiency of $31,253,551 since its inception (December 31, 2018 - $25,805,078),
had negative cash flows used in operations of $1,186,899 (December 31, 2018 – $421,375) and
had a working capital deficiency of $17,222,883 (December 31, 2018 - $17,987,650) (defined as
current assets less current liabilities), and expects to incur further losses in the development of
its business. The ability to continue as a going concern is dependent on obtaining continued
financial support, completing public equity financing or generating profitable operations in the
future. Management is committed to raising additional capital to meet its exploration and
operating obligation, however, additional equity financing is subject to the global financial
markets and economic conditions, which have recently been disrupted and are volatile, and the
debt and equity markets, which are distressed, particularly for junior petroleum and natural gas
companies.  All of these factors, together with weak natural gas prices and the current unstable
economic conditions, indicate the existence of material uncertainties related to events or
conditions that may cast significant doubt as to whether the Company can continue as a going
concern and, therefore, it may be unable to realize its assets and discharge its liabilities in the
normal course of business.  These consolidated financial statements do not reflect the
adjustments to the carrying value of assets and liabilities, the reported revenues and expenses,
and the statement of financial position classifications that would be necessary if the going concern
assumption was not appropriate.  Any adjustments necessary to the consolidated financial
statements if the Company ceases to be a going concern could be material.

In March 2020, the World Health Organization declared a global pandemic related to the virus
known as COVID-19.  The expected impacts on global commerce are anticipated to be far
reaching.  To date there have been significant wide-spread stock market declines and the
movement of people and goods have been restricted, affecting supply, demand and pricing for
many products.  The mineral exploration sector is expected to be impacted significantly as many
local and regional governments have issued public health orders in response to COVID-19,
including restricting the movement of people, which could impact the Company’s ability to access
its properties, complete exploration projects, and continue development or production programs
in the coming year. The Company’s ability to fund the current level of operating costs in the face
of an extended disruption may be affected, and the Company may be required to adjust operating



Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”)
Notes to the Consolidated financial statements
For the years ended December 31, 2019 and 2018
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levels or obtain additional financing which may be restricted.  In order to minimize the loss from
operations due to low crude oil price, the company has implemented staffing reductions in the
field and during the past two months has continued to store oil until commodity prices rebound.

2 Basis of presentation

a) Statement of compliance:

These annual consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting
Standards Board (“IASB”).

The Board of Directors approved the consolidated financial statements on June 15, 2020.

b) Basis of measurement:

The consolidated financial statements have been prepared on the historical cost basis.

c) Basis of consolidation:

These consolidated financial statements include the accounts of the Company and its United
States branch, and Emerald Bay Texas Inc., its wholly-owned and controlled subsidiary; as well as
Production Resources, Inc. (“PRI”) where the Company has a 75% ownership position.  Control
exists when the Company has the power over the investee, exposure or rights to variable returns
from its involvement and has the ability to affect those returns through its power over the
investee.  The financial statements of subsidiaries, including entities which the Company controls,
are included in the consolidated financial statements from the date that control commences until
the date that control ceases. The financial statements of the subsidiaries are prepared for the
same reporting period as the Company, using consistent accounting policies. All intercompany
transactions and balances have been eliminated.

d) Nature and purpose of equity and reserves:

The reserves recorded in equity on the Company’s consolidated statement of financial position
include ‘Contributed surplus’, ‘Accumulated other comprehensive loss’, and ‘Deficiency’.

‘Contributed surplus’ is used to recognize the value of stock options and broker warrants prior to
exercise as well as residual amounts from transactions with shareholders acting in their capacity
as shareholders.

‘Accumulated other comprehensive loss’ is used to recognize the foreign exchange gain or loss
resulting from the translation of the Corporation’s foreign subsidiary.

‘Deficiency’ is used to record the Corporation’s change in deficiency from profit or loss from year
to year.



Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”)
Notes to the Consolidated financial statements
For the years ended December 31, 2019 and 2018
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e) Use of estimates and judgements:

The preparation of the consolidated financial statements in conformity with IFRS requires
management to make judgements, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and expenses. By their
nature, these estimates are subject to measurement uncertainty and the effect on the
consolidated financial statements of changes in such estimates in future periods could be
significant.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in any future
periods affected.

Significant judgements

Determination of cash-generating units (“CGU”)

Property and equipment are aggregated into CGUs based on their ability to generate largely
independent cash flows and are used for impairment testing. The determination of the Company’s
CGUs is subject to management’s judgement.

Functional currency determination

The functional currency for the Company and its subsidiaries is the currency of the primary
economic environment in which the entity operates. Determination of functional currency is
conducted through an analysis of the consideration factors identified in IAS 21. The Effects of
Changes in Foreign Exchange Rates and may involve certain judgements to determine the primary
economic environment. The Company reconsiders the functional currency of its entities if there
is a change in events and conditions which determine the primary economic environment.
Significant changes to those underlying factors could cause a change to the functional currency.

Significant estimates and assumptions

Reserve estimates

The estimate of reserves is used in forecasting the recoverability and economic viability of the
Company’s oil and gas properties, and in the depletion and impairment calculations. Reserves are
estimates of the amount of hydrocarbons that can be economically and legally extracted from the
Company’s oil and gas properties. The Company’s estimates its commercial reserves and
resources based on information compiled by appropriately qualified persons relating to the
geological and technical data on the size, depth, shape and grade of the hydrocarbon body and
suitable production techniques and recovery rates. Commercial reserves are determined using
estimates of oil and gas in place, recovery factors and future commodity prices, the latter having
an impact on the total amount of recoverable reserves. Future development costs are estimated
using assumptions as to the number of wells required to produce the commercial reserves,
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Decommissioning obligations

The Company estimates the decommissioning obligations for oil and natural gas wells and their
associated production facilities and pipelines. Amounts recorded for the decommissioning
obligations and related accretion expense require estimates regarding removal date, future
environmental legislation, the extent of reclamation activities required, the engineering
methodology for estimating costs, future removal technologies in determining the removal costs,
and discount rates to determine the present value of these cash flows.

Exploration and evaluation (“E&E”) assets

The accounting policy for E&E assets is described in note 3. The application of this policy requires
management to make certain estimates and assumptions as to future events and circumstances
as to whether economic quantities of reserves will be found.

Going Concern

The financial statements have been prepared on a going concern basis, which assumes the
realization of assets and discharge of liabilities in the normal course of business within the
foreseeable future. Management uses judgement to assess the Company’s ability to continue as
a going concern and the existence of conditions that cast doubt upon the going concern
assumption.

Shareholder indemnity

The accounting policy for the shareholder indemnity liability is described in note 19(a). The
application of this policy requires management to make certain estimates and assumptions as to
the tax filing positions of the subscribers, their tax rates and the amount of personal taxes that
may be payable and the interpretation of the indemnity agreement, which will not be known until
potentially affected subscribers are reassessed for their tax positions by the Canada Revenue
Agency.

Recoverability of assets

The Company assesses impairment on its assets that are subject to amortization when it has
determined that a potential indicator of impairment exists. Impairment exists when the carrying
value of a non-financial asset or CGU exceeds its recoverable amount, which is the higher of its
fair value less costs to sell (“FVLCTS”) and its value in use. The Company used the calculation of
FVLCTS to determine the fair value of its CGUs. In determining the FVLCTS, the amount is most
sensitive to the future commodity prices, discount rates, and estimates of proved and probable
reserves.

3 Significant accounting policies

The accounting policies set out below have been applied consistently to all years presented in
these consolidated financial statements.
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Notes to the Consolidated financial statements
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Cash

Cash include cash on hand and deposits held with banks. Bank overdrafts that are repayable on
demand and form an integral part of the Company’s cash management, whereby management
has the legally enforceable right and ability and intent to net bank overdrafts against cash, are
included as a component of cash for the purpose of the consolidated statement of cash flows.

Property and equipment and exploration and evaluation assets

Recognition and measurement:

(i) E&E expenditures:

Pre-license costs are recognized in the consolidated statement of comprehensive loss as
incurred.

All costs associated with the exploration and evaluation of oil and natural gas reserves are
initially capitalized.  Exploration and evaluation costs are those expenditures for an area
where technical feasibility and commercial viability has not yet been determined. These
costs include unproven property acquisition costs, exploration costs, geological and
geophysical costs, decommissioning costs, E&E drilling, and sampling and appraisals.

When an area is determined to be technically feasible and commercially viable, the
accumulated costs are tested for impairment and transferred to property and equipment.
When an area is determined not to be technically feasible and commercially viable or the
Company decides not to continue with its activity, the unrecoverable costs are charged
to the consolidated statement of comprehensive loss as impairment of exploration and
evaluation costs.

(ii) Property and equipment:

All costs directly associated with the development of oil and gas reserves are capitalized
on an area-by-area basis. Development costs include expenditures for areas where
technical feasibility and commercial viability has been determined. These costs include
proven property acquisitions, development drilling, completion, gathering and
infrastructure, decommissioning costs and transfers of exploration and evaluation assets.

Costs accumulated within each area are depleted using the unit-of-production method
based on proven plus probable reserves incorporating estimated future prices and costs.
Costs subject to depletion include estimated future costs to be incurred in developing
proven reserves. Costs of major development projects are excluded from the costs
subject to depletion unless they are available for use.
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Gains and losses on disposal of an item of property and equipment, including oil and
natural gas interests, are determined by comparing the proceeds from disposal with the
carrying amount of property and equipment and are recognized within “operating
expenses” in consolidated statement of comprehensive loss.

(iii) Property and equipment – corporate and other:

Property and equipment – corporate and other is carried at cost and amortized over the
estimated useful lives of the assets at various rates per annum calculated on a declining
balance basis. Amortization is charged at half rates in the year of acquisition.
The Company uses the following rates:

Asset class Rate
Furniture and equipment and leasehold improvements 20%
Computer Hardware 30%
Automotive 30%

Subsequent costs:

Costs incurred subsequent to the determination of technical feasibility and commercial viability
and the costs of replacing parts of property and equipment are recognized as oil and natural gas
interests only when they increase the future economic benefits embodied in the specific asset to
which they relate. All other expenditures are recognized in the consolidated statement of
comprehensive loss as incurred.  Such capitalized oil and natural gas interests generally represent
costs incurred in developing proved and/or probable reserves and bringing in or enhancing
production from such reserves and are accumulated on a field or geotechnical area basis. The
carrying amount of any replaced or sold component is derecognized. The costs of the day-to-day
servicing of property and equipment are recognized in the consolidated statement of
comprehensive loss as incurred.

Financial assets and liabilities

All financial assets are initially measured at fair value. Financial assets are subsequently
measured at either amortized cost, fair value through other comprehensive income or fair
value through profit or loss, depending on the Company's business model for managing the
financial assets, and the contractual cash flow characteristics of the financial assets. Financial
assets are not reclassified subsequent to their initial recognition, except if the Company
changes its business model for managing financial assets.
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A financial asset is subsequently measured at amortized cost if it meets both of the following
conditions:

(i). The asset is held within a business model whose objective is to hold assets to collect
contractual cash flows; and

(ii). The contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount
outstanding.

Financial assets that meet condition (ii) above that are held within a business model whose
objective is achieved by both collecting contractual cash flows and selling financial assets is
subsequently measured at fair value through other comprehensive income (“FVOCI”).  All
other financial assets are subsequently measured at their fair values, with changes in fair
value recognized in profit or loss (“FVTPL”).

Financial Assets and Liabilities IFRS 9
Cash Amortized cost
Trade and other receivables Amortized cost
Short term investments Amortized cost
Accounts payable and accrued liabilities Amortized cost
Short-term loan Amortized cost
Convertible debt Amortized cost
Demand loan Amortized cost
Credit facility Amortized cost
Note payable Amortized cost
Other liabilities Amortized cost

Impairment

Financial assets:

At each reporting date, the Company assesses the expected credit losses (“ECL”) associated with
its financial assets to determine the ECL allowances.

For accounts receivable, the Company applies the simplified approach required by IFRS 9, which
requires the life time ECL allowances to be recognized at the initial recognition of the receivables.
The ECL for financial assets are based on the assumptions about risk of default and expected credit
losses. The Company uses judgement in making these assumptions and selecting inputs to the
impairment calculation, based on the Company’s past history, existing market conditions as well
as forward looking estimates at the end of each reporting period.

Non-financial assets:

The carrying amounts of the Company’s non-financial assets, other than E&E assets and deferred
tax assets, are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount is estimated. For
other intangible assets that have indefinite lives or that are not yet available for use, an
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impairment test is completed each year. E&E assets are assessed for impairment when they are
reclassified to property and equipment as oil and natural gas interests, and also if facts and
circumstances suggest that the carrying amount exceeds the recoverable amount.

The Company considers its Canadian assets as a CGU and its Texas assets held by Nexera Texas
Inc. as a separate CGU and its assets help by Production Resources Inc. as a separate CGU.

The recoverable amount of an asset or a CGU is the greater of its value in use and its FVLCTS.
Value in use is determined by estimating the present value of the future net cash flows expected
to be derived from the continued use of the asset or CGU. FVLCTS is based on available market
information, where applicable. In the absence of such information, FVLCTS is determined using
discounted future net cash flows of proved and probable reserves using forecast prices and costs.

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its
estimated recoverable amount. Impairment losses are recognized in the consolidated statement
of comprehensive loss. Impairment losses recognized in respect of CGUs are allocated first to
reduce the carrying amount of any goodwill allocated to the units and then to reduce the carrying
amounts of the other assets in the unit (Company of units) on a pro rata basis.

Share-based payments

The Company issues stock options to directors, officers and other consultants, which are deemed
employees. The fair value of options granted to employees is measured at grant date, using the
Black-Scholes option pricing model, and is recognized over the vesting period, using a graded
vesting model. The fair value is recognized as an expense within operations with a corresponding
increase in contributed surplus. A forfeiture rate is estimated on the grant date and is adjusted to
reflect the actual number of options that vest.

The fair value of warrants issued as part of the private placements is measured at the closing date
of the private placement using the Black-Scholes option pricing model. The fair value is recognized
as a deduction against share capital with a corresponding increase in contributed surplus.

If and when the stock options and/or warrants are ultimately exercised, the applicable amounts
of contributed surplus are transferred to share capital.

Provisions

A provision is recognized if, as a result of a past event, the Company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. Provisions are not
recognized for future operating losses.
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Decommissioning obligations

The Company’s activities give rise to dismantling, decommissioning and site disturbance re-
mediation activities. A provision is made for the estimated cost of site restoration and capitalized
in the relevant asset category. Decommissioning obligations are measured at the present value of
management’s best estimate of expenditures required to settle the present obligation at the
consolidated statement of financial position date. Subsequent to the initial measurement, the
obligation is adjusted at the end of each period to reflect the passage of time and changes in the
estimated future cash flows underlying the obligation. The increase in the provision due to the
passage of time is recognized as finance expense whereas increases/decreases due to changes in
the estimated future cash flows are capitalized. Actual costs incurred upon settlement of the
decommissioning liabilities are charged against the provision to the extent the provision was
established.

Revenue
Revenue from the sale of crude oil, natural gas, and natural gas liquids (“NGLs”) is measured
based on the consideration specified in contracts with customers and excludes amounts collected
on behalf of third parties.  The Company recognizes revenue when it transfers control of the
product to the buyer.  This is generally at the time the customer obtains legal title to the product
and when it is physically transferred to the delivery mechanism agreed with the customer, often
pipelines or other transportation methods.

Applying the five step model required by IFRS 15, Revenue from Contracts with Customers,
revenue is recognized as follows for these contracts:

Step in Model Oil and Gas Sales
Identify the contract The contractual arrangement executed with the

customers, specifying the quantity and market price.
Identify distinct performance
obligations

Single performance obligation to provide crude oil
and gas to the customers.

Estimate transaction price Transaction price is based on current commodity
market prices.

Allocate the transaction price to
performance obligations

Total revenue is allocated to the single performance
obligation.

Recognize revenue as performance
obligations are satisfied

Revenue to be recognized at a point in time once
control passes to the customers (i.e when product is
delivered).

The Company evaluates its arrangements with third parties and partners to determine if the
Company acts as the principal or as an agent. In making this evaluation, management
considers if the Company obtains control of the product delivered, which is indicated by the



Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”)
Notes to the Consolidated financial statements
For the years ended December 31, 2019 and 2018

14

Company having the primary responsibility for the delivery of the product, having the ability
to establish prices or having inventory risk. If the Company acts in the capacity of an agent
rather than as a principal in a transaction, then the revenue is recognized on a net basis, only
reflecting the fee, if any, realized by the Company from the transaction.

Gathering fees charged to other entities for use of facilities owned by the Company are
evaluated by management to determine if these originate from contracts with customers or
from incidental or collaborative arrangements. Gathering fees charged to other entities that
are from contracts with customers are recognized in revenue when the related services are
provided.

From time to time, the Company performs wellsite operator and supervisory contract work
and recognizes these revenues as they are earned and billed to the customer.

Finance income and expenses

Finance expense comprises interest expense on borrowings and accretion of the discount on
provisions.

Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognized in the
consolidated statement of comprehensive loss except to the extent that it relates to items
recognized directly in equity, in which case it is recognized in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted
or substantively enacted as at the reporting date, and any adjustment to tax payable in respect of
previous years.

Deferred tax is recognized using the 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. In addition, deferred tax is not recognized for taxable temporary
differences arising on the initial recognition of goodwill. Deferred tax is measured at the tax rates
that are expected to be applied to temporary differences when they reverse, 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 profits 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.
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Earnings per share

Basic earnings per share is calculated by dividing the profit or loss attributable to common
shareholders of the Company by the weighted average number of common shares outstanding
during the period. Diluted earnings per share is determined by adjusting the profit or loss
attributable to common shareholders and the weighted average number of common shares
outstanding for the effects of dilutive instruments such as options granted to employees.

Currency translation

Functional and presentation currency

The functional currency for each branch within the Company is the currency of the primary
economic environment in which it operates. The functional currency for the United States branch
and United States subsidiary (Production Resources Inc.) is the United States dollar. The functional
currency for the Canadian branch is the Canadian dollar.  These consolidated financial statements
are presented in Canadian dollars. Intercompany balances and transactions, and any unrealized
income and expenses arising from intercompany transactions, are eliminated in preparing the
consolidated financial statements.

The results and financial position of the subsidiaries that have a functional currency different from
the presentation currency are translated into Canadian dollars, the presentation currency, as
follows:
- Assets and liabilities are translated at the closing exchange rate at the date of the consolidated

statement of financial position;
- Income and expenses are translated at the average exchange rates during the period; and
- All resulting exchange differences are charged/credited to the currency translation

adjustment in Other Comprehensive Loss.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the date of the transaction. Generally, foreign exchange gains and losses resulting
from the settlement of foreign currency transactions and from the translation of monetary assets
and liabilities, within the United States branch, denominated in currencies other than an entity’s
functional currency are recognized in the consolidated statement of comprehensive loss.
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Flow-through shares

From time to time the Company will issue flow-through common shares to finance a portion of its
exploration program. These shares transfer the tax deductibility of qualifying resource
expenditures to investors. On issuance, the Company splits the flow-through shares into i) a flow-
through share premium, equal to the estimated premium, if any, investors pay for the flow-
through feature, which is recognized as a liability, and ii) share capital. When expenses are
renounced, the Company derecognizes the liability and recognizes a deferred tax liability for the
amount of tax reduction renounced to the shareholders. The premium is recognized as other
income and the related deferred tax is recognized as a tax provision.

Proceeds received from the issuance of flow-through shares are restricted to be used only for
Canadian resource property exploration expenditures. The Company may also be subject to a Part
XII.6 tax on flow-through proceeds renounced under the Look-back Rule, in accordance with
Government of Canada flow-through regulations. When applicable, this tax is accrued as a
financial expense until paid.

Joint operations

Many of the Company’s oil and natural gas activities involve joint operations. A joint operation is
a type of arrangement whereby the parties that have joint control of the arrangement have rights
to the assets and obligations for the liabilities relating to the joint operation. The consolidated
financial statements include the Company’s share of these joint operations and a proportionate
share of the relevant revenue and related costs.

4 New accounting pronouncements

IFRS 16 – Leases. The Company adopted IFRS 16 on January 1, 2019 using the modified
retrospective approach. The modified retrospective approach does not require restatement of
prior period financial information as it recognizes the cumulative effect as an adjustment to
opening retained earnings and applies the standard prospectively.

On adoption of IFRS 16, the Company recognized lease liabilities of $91,245 in relation to all lease
arrangements measured at the present value of the remaining lease payments from commitments
disclosed as at December 31, 2018, adjusted by commitments in relation to arrangements not
containing leases, short-term and low-value leases, and discounted using the Company’s
incremental borrowing rate as of January 1, 2019. The weighted average incremental borrowing
rate used to determine the lease liabilities at adoption was approximately 6.0 percent. The
difference in operating lease commitments disclosed as at December 31, 2018 and lease liabilities
recognized on the balance sheet at January 1, 2019 is primarily due to non-lease components of
contracts reassessed as service agreements. The associated right-of-use assets were measured at
the amount equal to the lease liabilities on January 1, 2019, with no impact on retained earnings.
See Note 6 and Note 18 for additional information regarding the Company's leases.
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In applying IFRS 16 for the first time, the Company has used the following practical expedients
permitted by the standard:

· the use of a single discount rate to a portfolio of leases with reasonably similar
characteristics; and

· the accounting for operating leases with a remaining lease term of less than 12 months
as at January 1, 2019 as short-term leases.

Upon the adoption of IFRS 16, the Company adopted the following significant accounting policy
effective January 1, 2019:

Contracts where the Company obtains the right to control the use of an identified asset
in exchange for consideration are determined to contain a lease.  At commencement, a
right-of-use asset is initially measured at the initial amount of the lease liability, less any
lease incentives received.  The right-of-use asset is depreciated on a straight-line basis
over the term of the lease.  The corresponding lease liability is equal to the present value
of the future lease payments discounted using the interest rate implicit in the lease, or if
that rate cannot be readily determined, the Company’s incremental borrowing rate. The
lease liability is subsequently measured at amortized cost using the effective interest
method. Interest expense is recognized on the lease obligations using the effective
interest rate method.  These payments are applied against the lease liability.

The Company is required to make judgements and assumptions on incremental borrowing
rates and lease terms.  The carrying balance of the right-of-use assets, lease obligations,
interest and depreciation expense may differ due to changes in market conditions and
expected lease terms.  Incremental borrowing rates are based on the Company’s
borrowing rate at the commencement date of the lease, the security of the asset and
market conditions.  Lease terms are based on management’s assumptions of future
market conditions and operational decisions.

IFRIC 23 – Uncertainty over Income Tax Treatments.  The IASB issued International Financial
Reporting Interpretations Committee (“IFRIC”) 23 Uncertainty over Income Tax Treatments in
June 2017. IFRIC 23 is effective beginning January 1, 2019 and applies to the determination of the
accounting tax position when there is uncertainty over income tax treatments under IAS 12
Income Taxes. Management has assessed the requirements of IFRIC 23 and concluded that the
adoption of this interpretation does not have a material impact on the financial statements.

5 Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination of fair
value, for both financial and non-financial assets and liabilities. Fair values have been determined
for measurement and/or disclosure purposes based on the following methods. When applicable,
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further information about the assumptions made in determining fair values is disclosed in the
notes specific to that asset or liability.

Property and equipment and E&E assets:

The fair value of property and equipment and E&E assets is the estimated amount for which
property and equipment and E&E assets could be exchanged on the acquisition date between a
willing buyer and a willing seller in an arm’s length transaction after proper marketing wherein
the parties each acted knowledgeably, prudently and without compulsion. The fair value of oil
and natural gas assets (included in property and equipment) is estimated with reference to the
discounted cash flows expected to be derived from oil and natural gas production based on
externally prepared reserve reports.

Cash, trade and other receivables and accounts payable and accrued liabilities:

At December 31, 2019 and December 31, 2018, the fair value of these balances approximated
their carrying value due to their short term to maturity.

Share-based payments, warrants and finder’s options:

The fair value of employee stock options, warrants and the finder’s options are measured using a
Black-Scholes option pricing model. Measurement inputs include share price on measurement
date, exercise price of the instrument, expected volatility (based on weighted average historic
volatility adjusted for changes expected due to publicly available information), weighted average
expected life of the instruments (based on historical experience and general option holder
behaviour), expected dividends, and the risk-free interest rate (based on government bonds).
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6 Property and equipment

Oil and natural
gas

interests
$

Right of use
assets

$

Corporate and
other

$
Total

$

Cost, December 31, 2018 11,106,429 91,245 486,351 11,684,025
  Additions 23,438 66,661 35,865 125,964
  Revision in decommissioning liability 146,914 - - 146,914
  Foreign currency translation (542,199) (2,773) (32,683) (577,655)
Cost, December 31, 2019 10,734,582 155,133 489,533 11,379,248

Accumulated depletion, depreciation and
impairment, beginning of year

(5,012,111) - (263,025) (5,275,136)

Depreciation and depletion for the year (385,238) (54,502) (39,957) (479,697)
  Impairment (755,019) - - (755,019)
  Foreign currency translation 133,513 1,153 5,214 139,880
Carrying value, December 31, 2019 4,715,727 101,784 191,765 5,009,276

Oil and natural
gas

interests
$

Right of use
assets

$

Corporate and
other

$
Total

$

Cost, December 31, 2017 10,311,907 - 406,811 10,718,718
  Additions 7,592 - 69,294 76,887
  Transfers from E&E (note 8) 84,252 - - 85,252
  Revision in decommissioning liability (37,995) - - (37,995)
  Foreign currency translation 740,400 - 10,246 750,646
Cost, December 31, 2018 11,106,429 - 486,351 11,592,780

Accumulated depletion, depreciation and
impairment, beginning of year

(4,398,438) - (202,293) (4,600,731)

  Depreciation and depletion for the year (276,447) - (60,732) (337,179)
  Impairment (105,869) - - (105,869)
  Foreign currency translation (231,357) - - (231,357)
Carrying value, December 31, 2018 6,094,318 - 223,326 6,317,644

Impairment

In light of oil benchmark prices an impairment test was carried out on the Company’s CGU’s on
December 31, 2019. The impairment test carried out was based on reserve values using a post-
tax discount rate of 11%, independent reserve evaluator’s forecast pricing and an inflation rate of
2%. The recoverable amount of the CGU was based on FVLCS. The fair value was estimated based
on a discounted cashflows approach.

The test resulted in impairment losses for the Company for the period ended December 31, 2019
of $755,019 (December 31, 2018 - $105,869). The impairment test is sensitive to lower commodity
prices, which have been under significant downward pressure recently.

Key inputs used in the determination of cash flows from oil and gas reserves include the following:
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(a) Reserves. Assumptions that are valid at the time of reserve estimation may change significantly
when new information becomes available. Changes in forward price estimates, production costs
or recovery rates may change the economic status of reserves and may ultimately result in
reserves being restated.

(b) Petroleum and natural gas prices. Forward price estimates for petroleum and natural gas are used
in the cash flow model. Commodity prices have fluctuated widely in recent years due to global
and regional factors including supply and demand fundamentals, inventory levels, exchange rates,
weather, economic and geopolitical factors.

(c) Discount rate. The discount rate used to calculate the net present value of cash flows is based on
estimates of an approximate cost of capital for potential acquirers of the Company or the
Company’s CGUs. Changes in the general economic environment could result in significant
changes to this estimate.

The benchmark prices on which the December 31, 2019 impairment indicators were assessed as
follows:

Crude oil
(West Texas Intermediary)

USD$/bbl

Natural gas
(AECO Spot)

CDN$/MMbtu

2020 60.00 2.05
2021 63.00 2.35
2022 66.00 2.60
2023 68.00 2.80
2024
2025

70.00
72.00

2.95
3.05

Prices escalating at 2.0 percent annually thereafter.

7 Investment in Partnership

Horseshoe LP (“the Partnership”) is a privately held partnership with no active public market and
no observable outputs as the Partnership only recently began operating and has no extensive
history of activity. The Company assessed the value of its initial partnership purchase using the
price at which third parties were willing to purchase a partnership interest for.

During the year ended December 31, 2017, the Company did not participate in an equity raise
initiated by the Partnership and alternatively was required to forgo its holding of 34,634 units in
the Partnership. During the year ended December 31, 2018, the Company transferred its units in
the Partnership to a related party. The transfer of the units resulted in a $407,677 draw down on
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the related party loan (Note 14 (a)). There also have been no indicators to suggest that the unit
issuance by the Partnership is not representative of fair value.

The investment in Partnership as at December 31, 2019 is as follows:
$

Net investment, December 31, 2017 407,677
Disposal of units in Partnership (407,677)
Net investment, December 31, 2018 and 2019 -

8              Exploration and evaluation assets
E&E assets

$
Balance, December 31, 2017 2,939,538
Additions 506,956
Proceeds from farm-out agreement (108,518)
Revision in decommissioning liability (29,346)
Transfer to property and equipment (note 6) (84,525)
Impairment (612,889)
Foreign currency translation 270,641
Balance, December 31, 2018 2,881,857
Additions 149,559
Revision in decommissioning liability 60,486
Foreign currency translation (13,632)
Impairment (3,078,270)
Balance, December 31, 2019 -

Impairment

There was impairment of $612,889 for the year ended December 31, 2018 based on the Company
having no plans to develop the Nash Creek project area and therefore it was considered to have
a fair value of nil and was fully impaired.

There was impairment of $3,078,270 for the year ended December 31, 2019 based on sufficient
data existing when assigned proved reserves in the independent reserve engineer’s report to
indicate that the carrying amount of the exploration and evaluation assets are unlikely to be
recovered in full and therefore, based on an impairment test performed the assets had a fair value
of nil and were fully impaired.

The impairment test carried out was based on reserve values using a post-tax discount rate of
11%, independent reserve evaluator’s forecast pricing and an inflation rate of 2%. The recoverable
amount of the CGU was based on FVLCS. The fair value was estimated based on a discounted
cashflows approach.

The impairment test is sensitive to lower commodity prices, which have been under significant
downward pressure recently.
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Key inputs used in the determination of cash flows from oil and gas reserves include the following:

Reserves. Assumptions that are valid at the time of reserve estimation may change significantly
when new information becomes available. Changes in forward price estimates, production costs
or recovery rates may change the economic status of reserves and may ultimately result in
reserves being restated.

Petroleum and natural gas prices. Forward price estimates for petroleum and natural gas are used
in the cash flow model. Commodity prices have fluctuated widely in recent years due to global
and regional factors including supply and demand fundamentals, inventory levels, exchange rates,
weather, economic and geopolitical factors.

Discount rate. The discount rate used to calculate the net present value of cash flows is based on
estimates of an approximate cost of capital for potential acquirers of the Company or the
Company’s CGUs. Changes in the general economic environment could result in significant
changes to this estimate.

The benchmark prices on which the December 31, 2019 impairment indicators were assessed as
follows:

Crude oil
(West Texas Intermediary)

USD$/bbl

Natural gas
(AECO Spot)

CDN$/MMbtu

2020 60.00 2.05
2021 63.00 2.35
2022 66.00 2.60
2023 68.00 2.80
2024
2025

70.00
72.00

2.95
3.05

Prices escalating at 2.0 percent annually thereafter.

During 2018, the Company entered into a farm-out agreement with HugoCellR Ltd. (“Hugo”). As
part of the agreement, Hugo is required to advance the company a total of $108,518 to acquire
land leases and $1,278,254 for development of the farmed land. Upon providing the development
advance, Hugo will acquire 75% of the gross working interest with a net revenue interest of 60%.
As of December 2019, Hugo has advanced, and the Company has spent, $768,765, on the farmed
out land.  To date the projects have not established production in economic quantities.
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9 Impairment loss

In 2019, the Company recognized goodwill impairment of nil (2018 - $340,025) as a result of a
reduction in US tax rates (from the US Tax Cuts and Jobs Act enacted on December 22, 2017)
whereby the Company is required to revalue its United States deferred tax liabilities based on the
rates they are expected to reserve in the future (Note 16).

10 Decommissioning obligations

The Company’s decommissioning obligations result from its ownership interest in oil and natural
gas assets including well sites and gathering systems.  The total decommissioning obligation is
estimated based on the Company’s net ownership interest in all wells and facilities, estimated
costs to reclaim and abandon these wells and facilities and the estimated timing of the costs to
be incurred in future years.

The Company has estimated the net present value of the decommissioning obligations to be
$1,184,900 as at December 31, 2019 (December 31, 2018 - $1,063,942) based on an undiscounted
total future liability of $1,758,421 (December 31, 2018 - $1,129,016). These payments are
expected to be made over the next 2 to 25 years. The obligations have been calculated using an
inflation rate of 2.00% and a discount factor, being the risk-free rate related to the liability, of
1.58% - 2.25% (December 31, 2018 – 2.00% and 1.86% - 2.18%, respectively).

December 31, 2019
$

December 31, 2018
$

Balance, beginning of year 1,063,942 968,985
Additions 3,024 7,789
Revisions / changes in estimates 207,400 (67,341)
Accretion 17,241 18,076
Foreign currency translation (106,707) 136,433
Balance, end of year 1,184,900 1,063,942

11 Convertible debt
On January 1, 2012, the Company entered into a loan agreement (the “Loan Agreement”) with a
corporation owned and controlled by a party who is also a significant shareholder of the Company
(the “Lender”) whereby the Company received a $150,000 USD ($204,750 CAD) loan with a maturity
date of one year (the “Original Loan”). Pursuant to the Loan Agreement, if it is mutually agreed upon
by both parties, the maturity date can be extended by an additional year. During the years ended
December 31, 2015 and 2014, the Lender advanced an additional loan amount of $75,000 and
$100,000 (the “Advances”), respectively, to the Company under the same terms as the Original
Loan. At each maturity date, the Company and the Lender mutually agreed to extend the Original
Loan and the Loan advances by an additional year. Interest on the Loan is 12% per annum, payable
monthly, on the outstanding principal amount. Security for the loan consists of a $150,000
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promissory note issued to the Lender and monthly production from certain Texas assets equivalent
to the principal portion of the loan and any unpaid interest.

At the option of the Lender, and subject to regulatory approval, the entire principal amount of the
Original Loan, or any portion outstanding, may have been converted to shares in the Company with
a discount of 25% to the market trading price at the time of conversion, at any time during the term.

During the year ended December 31, 2019, the Company incurred interest of nil (December 31,
2018 - $31,601) and the carrying amount of the Advances are nil (2018 - $379,750).

On May 31, 2018, the Company entered into an agreement to settle the convertible debt and
short-term loan (Note 13(a)). The convertible debt and the short-term loan had aggregate accrued
interest of $301,686 recorded in accounts payables and accrued liabilities. On February 4, 2019,
the Company received regulatory approval and settled all amounts owing via the issuance of
15,493,178 common shares of the Company at a price of $0.05 per share for a total of $924,659
(Note 15(a)). The Company’s share price was trading at $0.02 per common share on this date and
$554,795 was recorded to contributed surplus to record the difference in share price at the date
of settlement as it was determined that the shareholder creditor was acting in its capacity as a
shareholder. The related party controlled directly and indirectly 31,537,000 common shares of
the Company on February 10, 2019, the date the shares were issued. The shareholder creditor
waived all additional interest from May 31, 2018, the date of the settlement agreement.

12 Demand loan

On May 12, 2015, the Company entered into a loan agreement (the “Demand Loan”) with a
corporation owned and controlled by a party who is also a significant shareholder of the Company
(the “Lender”) for up to an amount of $150,000. The Demand Loan is due on the demand of the
Lender and bears interest of 8.00% per annum, compounded monthly. At December 31, 2019, the
Company paid down the loan to $75,000 (December 31, 2018 - $105,500) and has accrued interest
of $3,178 (December 31, 2018 - $49,344). The Company may repay the Demand Loan in full at
any time prior to demand without notice or penalty.

13 Short-term loan

a) During the year ended December 31, 2016, the Company received a short-term loan (the
“Short-term Loan”) from the Lenders associated with the Convertible debt (note 11),
collectively, the Lenders (the “Lenders”) in the maximum available amount of $350,000. A set-
up fee of $6,000 was charged by the Lenders, and was included in general and administrative
expenses. Interest on the Short-term Loan is 10% per annum, compounded monthly. The
Short-term Loan matured December 1, 2016. The Company may re-pay some or all of the
outstanding balance of Short-term Loan without notice or penalty.
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As security for the total Short-term Loan, if the Short-term Loan is not repaid by the maturity
date (December 1, 2016), at the option of the Lenders (the “Option”), the Lenders may
acquire the 10% equity investment in PRI for an amount equal to the amounts owing by the
Company to the Lenders at that time. If the option is exercised by the Lenders, the Lenders
have granted the Company the ability to re-acquire the 10% equity investment in PRI for a
period of 9 months from Option exercise date insofar as the Short-term Loan is fully repaid.

At December 31, 2019, the total amount outstanding under the Short-term Loan is nil
(December 31, 2018 - $200,000), and during the year ended December 31, 2019 incurred
interest of nil (December 31, 2018 - $43,193). The Short-term loan and accrued interest was
settled for common shares on February 4, 2019 (Note 11).

The following table summarizes the accounting of the Loan:
$

Balance, December 31, 2017 225,000
Repayment of loan (25,000)
Balance, December 31, 2018 200,000
Settled through issuance of common shares (200,000)
Balance, December 31, 2019 -

b) The loans are due to a significant shareholder in the Company.  Under the terms of a loan
agreement the maturity date was September 15, 2015 and is now due on demand. These
loans are unsecured and non-interest bearing. At December 31, 2019 $519,520 (December
31, 2018 - $546,000) was outstanding.

14 Note Payable and Credit facility

a) The Company closed a loan agreement (the "Loan Agreement") with a private company (the
"Lender"), whereby the Lender issued to the Company a Note payable with the ability to
borrow up to $6,250,000 (the "Note payable").  The Lender is a significant shareholder of the
Company. The Note Payable will have an interest free period until October 1, 2017, at which
point the Note payable will bear interest at a rate equal to Prime Rate plus 1.5% per annum.
The Note payable is payable upon demand by the Lender, and is secured over all of the assets
of the Company.

During the year ended December 31, 2018, the company transferred their units in the
Partnership to a related party (Note 7). The transfer of the units resulted in a draw down on
the related party loan for $407,677.
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At December 31, 2019, the total amount outstanding under the Loan is $5,785,406,
(December 31, 2018 - $5,785,406), and during the year ended December 31, 2019, the
Company incurred interest of $438,615 (December 31, 2018 - $291,207). Total accrued
interest is $729,822.

b) As part of the PRI acquisition, the Company acquired a credit facility. The credit facility is
due to a significant shareholder in the Company.  The Credit facility may be drawn up to
$4,600,000. At December 31, 2019 the principal balance was $4,127,311 (2018 - $4,330,856)
and unpaid interest is $859,001. Interest of $314,636 (December 31, 2018 - $309,549) was
expensed in the statement of comprehensive loss.  The Credit facility bears interest at 9% and
repayment terms are at 35% of PRI gross revenues. The credit facility is secured by Deed of
Trust and financing statements. At year end, the Company was not in compliance with
repayment terms and as such, this credit facility has been classified as a current liability.

15 Share capital

a) Authorized

Unlimited number of common shares with voting rights
Unlimited number of preferred shares, issuable in series

Issued

Number of
Common Shares

Amount
$

Balance, December 31, 2017 247,276,856 12,767,569
Private placement (i) 10,000,000 150,000
Value of warrants pursuant to private placement (i) (145,237)
Share issue costs (i) (1,900)
Private placement (ii) 20,000,000 500,000
Value of warrant pursuant to private placement (ii) (470,529)
Share issue costs (ii) (6,154)
Expiry of warrants 561,395
Share issuance costs for expired warrants (5,006)
Balance, December 31, 2018 277,276,856 13,350,142
Private placement (iii) 25,000,000 500,000
Value of warrants pursuant to private placement (iii) (388,928)
Share issue costs (iii) (15,479)
Shares for Debt (note 11 and 13(a)) 18,493,178 369,864
Private placement (iv) 33,333,333 500,000
Value of warrants pursuant to private placement (iv) (445,320)
Share issuance costs (iv) (8,704)
Expiry of warrants (i and ii) 615,762
Share issuance costs for expired warrants (i and ii) (8,054)
Balance, December 31, 2019 354,103,367 14,469,283
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(i) On January 3, 2018, the Company completed a private placement (the “Private
Placement”), issuing 10,000,000 units (the “Unit”). Each Unit was issued at $0.015 for
total proceeds of $150,000, and consists of one common share of the Company and one
share purchase warrant (the “Warrant”). Each Warrant entitled the holder to purchase
one additional common share of the Company at $0.05 per share, exercisable for 1 year
from the original issue date. The Company allocated $145,237 of the unit value to
warrants (note 15(b)). Pursuant to the Private Placement, the Company incurred $1,900
in cash share issue costs, which was allocated to the warrants.

(ii) On April 27, 2018, the Company completed a private placement (the “Private
Placement”), issuing 20,000,000 units (the “Unit”). Each Unit was issued at $0.025 for
total proceeds of $500,000, and consists of one common share of the Company and one
share purchase warrant (the “Warrant”). Each Warrant entitled the holder to purchase
one additional common share of the Company at $0.05 per share, exercisable for 1 year
from the original issue date. The Company allocated $470,529 of the unit value to
warrants (note 15(b)). Pursuant to the Private Placement, the Company incurred $6,154
in cash share issue costs, which was allocated to the warrants.

(iii) On January 23, 2019, the Company completed a private placement (the “Private
Placement”), issuing 25,000,000 units (the “Unit”). Each Unit was issued at $0.02 for total
proceeds of $500,000, and consists of one common share of the Company and one share
purchase warrant (the “Warrant”). Each Warrant entitled the holder to purchase one
additional common share of the Company at $0.05 per share, exercisable for 1 year from
the original issue date. The Company allocated $388,928 of the unit value to warrants
(note 15(b)). Pursuant to the Private Placement, the Company incurred $15,479 in cash
share issue costs, which was allocated to the shares. The warrants have expired
subsequent to year-end. 10,500,000 units were issued to directors, officers, and existing
shareholders.

(iv) On August 15, 2019, the Company completed a private placement (the “Private
Placement”), issuing 33,333,333 units (the “Unit”). Each Unit was issued at $0.015 for
total proceeds of $500,000, and consists of one common share of the Company and one
share purchase warrant (the “Warrant”). Each Warrant entitled the holder to purchase
one additional common share of the Company at $0.05 per share, exercisable for 1 year
from the original issue date. The Company allocated $445,320 of the unit value to
warrants (note 15(b)). Pursuant to the Private Placement, the Company incurred $8,704
in cash share issue costs, which was allocated to the shares. 24,307,666 units were issued
to directors, officers, and existing shareholders.
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b) Warrants

Warrants to acquire common shares outstanding at December 31, 2019 are as follows:

Number of
warrants issued
and exercisable

Amount
$

Weighted
average

exercise price
$

Weighted
average

Remaining life
(years)

Balance, December 31, 2017 48,666,667 556,389 0.05 1.0
Expiry of share purchase warrants (48,666,667) (561,395) - -
Share issuance costs for expired warrants - 5,006 - -
Share issue costs - (8,058) - -
Share purchase warrants issued (note 15(b)(i)) 10,000,000 145,237 0.05 1.0
Share purchase warrant issued (note 15(b)(ii)) 20,000,000 470,529 0.05 1.0
Balance, December 31, 2018 30,000,000 607,708 0.05 1.0
Expiry of share purchase warrants (30,000,000) (615,762) - -
Share issuance costs for expired warrants - 8,054 - -
Share purchase warrant issued (note 15(b)(iii)) 25,000,000 388,928 0.05 1.0
Share purchase warrant issued (note 15(b)(iv)) 33,333,333 445,320 0.05 1.0
Balance, December 31, 2019 58,333,333 834,248 0.05 1.0

25,000,000 warrants (note 15(b)(iii)) have expired subsequent to year-end.

The fair value of the share purchase warrants granted during the year are estimated at the grant
date using the Black-Scholes option pricing model and have been credited to warrants within
shareholders’ deficiency. A weighted average of the assumptions used in the calculation is noted
below:

2019 2018
Risk-free rate 1.58% 1.79 %
Expected life 1 year 1 year
Expected volatility 337% 428%
Fair value per warrant $0.014 $0.021

Volatility was determined based on the Company’s historical share prices.

     d)      Stock options

The Company established a share option plan (the “Plan”) for the benefit of officers, directors,
employees and consultants of the Company.  Under the Plan, the number of common shares to
be reserved and authorized for issuance pursuant to options granted under the Plan cannot
exceed 10% of the total number of issued and outstanding shares of the Company. The term, the
vesting period and the exercise price are determined at the discretion of the Board of Directors.
However, the maximum option term shall not exceed five years.
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The following table summarizes information about the Company’s stock options outstanding at
December 31, 2019 and 2018:

December 31, 2019 December 31, 2018

Number of
options

Weighted
average

 exercise  price
$

Number of
options

Weighted
average

 exercise  price
$

Stock options, beginning of year 6,700,000 0.05 6,700,000 0.05
Expired (6,700,000) - - -
Stock options outstanding, end of year - - 6,700,000 0.05

The total stock options outstanding at December 31, 2018 are as follows:

Exercise price ($) Options outstanding
Weighted average

remaining term (years)
Weighted average
exercise price ($)

0.05 6,700,000 0.80 0.05

As at December 31, 2019, all stock options have expired.

During the year ended December 31, 2019 and 2018, the Company did not recognized any share-
based payment expense.

e) Per share data

Basic loss per share is calculated using the weighted average number of common shares
outstanding during the year.  The treasury stock method is used for the calculation of diluted loss
per share. Under this method, it is assumed that proceeds from the exercise of dilutive securities
are used by the Company to repurchase Company shares at the average price during the year.

All warrants, finder’s options and stock options have been excluded from the calculation of diluted
shares outstanding as they would be anti-dilutive due to the loss position of the Company.
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16 Income tax

The provision for income taxes varies from the amount that would be computed by applying the
expected tax rate to income (loss) before income taxes. The principle reasons for differences
between such "expected" income tax expense and the amount actually recorded are as follows:

December 31, 2019
$

December 31, 2018
$

Loss before income taxes (5,767,913) (3,428,980)
Statutory income tax rate 25.25% 27.00%
Expected income tax provision (1,456,398) (925,825)
Investments - 78,741
Non-deductible expenses 1,870 200
Change in tax rates 885,876 -
Other 192,266 (383,310)
Foreign exchange translation - (12,865)
Change in deferred tax asset not recognized 376,386 903,034
Income tax provision (recovery) - (340,025)

The Canadian statutory tax rate changed from 27% to 25.25% due to a change of legislation.

No deferred tax asset has been recognized in respect of the following losses and deductible
temporary differences as it is not considered probable that sufficient future taxable profit will
allow the deferred tax assets to be recovered.

December 31, 2019
$

December 31, 2018
$

Property and equipment 1,810,006 1,102,496
Flow-through share indemnity liability 76,449 89,745
Finance fees 8,031 16,707
Share issuance costs 1,802 2,821
Scientific research and experimental development 138,610 162,716
Investment tax credits 179,400 210,600
Non-capital losses 3,710,342 3,368,762
Total 5,924,640 4,953,847

As at December 31, 2019, the Company has estimated non-capital losses for Canadian income tax
purposes that may be carried forward to reduce taxable income derived in future years. A
summary of these tax losses is provided below.
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The accumulated non-capital loss carry forwards expire as follows:

2024 $     290,130
2025  355,667
2026 173,928
2027  253,797
2028  612,406
2029  1,318,955
2030  1,371,927
2031  1,434,727
2032  1,600,022
2033 1,093,939
2034  979,293
2035  883,844
2036  1,302,516
2037  1,797,278
2038  1,603,123
2039  1,419,588

$16,491,140

17 Related party transactions

Related party transactions not disclosed elsewhere in these consolidated financial statements are
as follows:

a) The following amounts are due from related parties:

During the year ended December 31, 1999, a promissory note was issued by an officer of the
Company bearing interest at 3% per annum with no fixed maturity date, unless the officer’s
employment is terminated or he is petitioned into bankruptcy wherein the note and accrued
interest becomes immediately payable. During the year ended December 31, 2014, the Company
revised the terms of the loan (the “Revised Promissory Note”), including fixed repayment terms and
removing the term securing the note with 393,000 common shares of the Company. Historically the
aggregate decline in the fair value of these common shares since the inception of the promissory
note would offset the amount receivable (December 31, 2013 – fair value allowance $240,789).
Under the Revised Promissory Note, a balance of $247,970, including the principal of $218,500 and
accrued interest, is payable by the officer to the Company. The payments were to commence on
December 31, 2015, and be paid annually in $50,000 tranches until December 31, 2018, with the
final payment of $47,970 due on December 31, 2022. Interest is accruing at 1% per annum, and is
payable annually commencing December 31, 2015, concurrently with each principal payment. The
officer may repay the principal amount in whole or in part at any time. As of December 31, 2019,
the officer had not yet paid the initial instalment, and the payment term has been extended to begin
on December 31, 2019. The terms of the loan agreement do not provide the Company with
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recourse to ensure repayment. Thus, the share purchase loan has been presented as a deduction
from equity.

b) Additional related party transactions not disclosed elsewhere in these consolidated financial
statements are as follows:

(i) Aggregate fees of $Nil (December 31, 2018 - $Nil) were charged by directors of the
Company all of which was recorded in the consolidated statement of comprehensive loss.

(ii) Aggregate fees of $82,500 (December 31, 2018 - $82,500) were charged by corporations,
which are owned and controlled by other equity investors in PRI, and were all recorded
as general and administrative costs.

(iii) Included in accounts payable at December 31, 2019 was $536,852 owing to officers of the
Company (December 31, 2018 - $437,042).

Key management compensation

During the year ended December 31, 2019, $573,886 (December 31, 2018 - $508,888) in
management compensation was incurred. Of which, $413,109 was recognized to the consolidated
statement of comprehensive loss (December 31, 2018 – $387,515) and $160,777 was capitalized
to property and equipment in the consolidated statement of financial position (December 31,
2018 - $105,678).

18 Lease Liabilities

 Effective January 1, 2019, the Company adopted IFRS 16 – Leases. The Company’s Calgary, Alberta
office lease is with a related party through being a shareholder.

The following is a breakdown of the Company’s right-of-use assets and lease liability:

Right-of-use asset – office,
storage, and vehicle leases
Balance, January 1, 2019 $ 91,245
Additions 66,661
Amortization (54,502)
FX translation (1,620)
Balance, December 31, 2019 $ 101,784
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Lease liability – office, storage
and vehicle leases
Balance, January 1, 2019 $ 91,245
Additions 66,661
Lease payments (56,446)
Interest expense 5,095
FX translation (3,011)
Balance, December 31, 2019 $ 103,544
Less current portion of lease obligations (40,578)
Non-current portion of lease obligations $ 62,966

As at December 31, 2019, the estimated undiscounted cash flows required to settle the
Company’s lease liability was $116,835 (January 1, 2019 - $100,794).  As at December 31, 2019,
the Company calculated the present value of the lease payments utilizing an incremental
borrowing rate ranging from 6% - 10% (January 1, 2019 – 6% - 10%).

Operating lease commitments, December 31, 2018 $ 6,000
Adjustment on adoption of IFRS 16 94,794
Adjustment to reflect discounting (9,549)

$           91,245

The Company’s total undiscounted future lease payments of $116,835 equate to future fixed lease
obligations and exclude future variable office lease obligations as they do not meet the
recognition criteria for a lease.

19 Commitments

a) The Company raised capital through the issuance of flow-through shares in 2009, 2010 and 2011
which provided indemnity to the subscriber for additional taxes payable if the Company was
unable to, or failed to, renounce the qualifying expenditures as agreed. The Company was not
able to spend $824,338 of the flow-through funds raised. The Company is exposed to costs for
the indemnification of the subscribers. The Company has estimated a potential liability on the
amount of $291,628 at December 31, 2019 (December 31, 2018 - $290,567). The Company has
also estimated a potential liability for penalties and taxes in the amounts of $16,399, (December
31, 2018 - $16,399) and is included in accounts payable and accrued liabilities. The accrued
amount is subject to measurement uncertainty due to the tax filing positions of the subscribers,
their tax rates and the amount of personal taxes that may be payable and the interpretation of
the indemnity agreement, which will not be known until potentially affected subscribers are
reassessed for their tax positions by the Canada Revenue Agency and these amounts become
known to the Company.
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b) During the year ended December 31, 2015, the Company settled a contingent liability totaling
$145,512 with a third party who performed oil field services for the Company. The obligation is
secured by a take in kind revenue arrangement from one of its gas wells to and in favor of the
third party in case of default. The settlement was fair valued at $107,912 using Level II valuation
techniques with a discount rate of 25%. The Company is required to make 35 monthly payments
of $4,300 starting July 1, 2015 to May 1, 2018 and final installment of $3,800 to be paid on June
1, 2018. As of December 31, 2019, the Company has not made payment in line with the agreed
repayment schedule. Accordingly, the remaining balance of $87,315 (2018 - $87,773) is now
considered as due on demand.

c) A former supplier of the Company submitted a claim against Nexera for $78,474 USD ($98,446
CAD) of the amount the supplier is seeking for breach of written agreement for well pumping
equipment and services on a well situated in Guadalupe County, Texas in September of 2014. The
Company made a counter claim against the supplier asserting no liability based upon defective
equipment having been leased by the Plaintiff. As at December 31, 2019 the lawsuit was still in
pending status with no expected date of settlement.

20 Supplemental cash flow information

December 31, 2019
$

December 31, 2018
$

The Company had the following non-cash transactions:

Change in estimates in decommissioning obligations (note 10) 207,400 (67,341)

21 Financial risk management

The Board of Directors oversees management’s establishment and execution of the Company’s
risk management framework. Management has implemented and monitors compliance with risk
management policies. The Company’s risk management policies are established to identify and
analyze the risks faced by the Company, to set appropriate risk limits and controls, and to monitor
risks and adherence to market conditions and the Company’s activities.

a) Fair values

The Company’s financial instruments consist of cash, short-term investments, trade and other
receivables, accounts payable and accrued liabilities, the shareholder indemnity, the note
payable, the convertible debt, the short-term loan, credit facility, other liabilities and the demand
loan.
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Financial instrument Classification
Carrying value

$
Fair value

$
Cash Amortized cost 99,013 99,013
Short-term investments Amortized cost 349,226 349,226
Trade and other receivables Amortized cost 385,823 385,823
Accounts payable and accrued
liabilities

Amortized cost 7,122,891 7,122,891

Shareholder indemnity Amortized cost 291,628 291,628
Demand loan Amortized cost 75,000 75,000
Short term loan Amortized cost 519,520 519,520
Credit facility Amortized cost 4,127,311 4,127,311
Note payable Amortized cost 5,785,406 5,785,406
Other liabilities Amortized cost 111,496 111,496
Lease liability Amortized cost 103,544 103,544

The significance of inputs used in making fair value measurements are examined and classified
according to a fair value hierarchy. Fair values of assets and liabilities included in Level I are
determined by reference to quoted prices in active markets for identical assets and liabilities.
Assets and liabilities in Level II include valuations using inputs other than quoted prices for which
all significant outputs are observable, either directly or indirectly.  Level III valuations are based
on inputs that are unobservable and significant to the overall fair value measurement.

At December 31, 2019, the Company’s cash and short-term investments have been subject to
amortized cost valuation. The investment in the Partnership is level II. The current financial assets
and liabilities approximate their fair value due to their current nature.

b) Credit risk:

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Company’s
receivables from joint interest partners and oil and natural gas marketers.

Virtually all of the Company’s trade and other receivables are from companies in the oil and gas
industry and are subject to normal industry credit risks.  Credit risks arise principally from the
amounts owing to the Company from oil and natural gas marketers and joint interest partners.
Management does not believe that any significant concentration of trade and other receivables
exists that will result in any loss to the Company based on clients’ past history of default and
forward looking estimates.  The Company’s policy to mitigate credit risk associated with these
balances is to establish relationships with large marketers.  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 and escalating costs. The
Company does not typically obtain collateral from oil and natural gas marketers or others in the
event of non-payment.
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At December 31, 2019, the Company’s trade and other receivables have been aged as follows:

Days outstanding
December 31, 2019

$
December 31, 2018

$
0-30 days 134,812 82,763
31-60 days 71,576 8,083
61-90 days 119,866 5,873
Greater than 90 days 59,569 45,459
Total 385,823 142,178

Cash consists of cash bank balances held in both interest and non-interest bearing accounts. The
Company manages credit exposure of cash by selecting financial institutions with high credit
ratings.

Amounts outstanding for more than 90 days are considered past due. During the year ended
December 31, 2019, the Company wrote off $nil of trade and other receivables (December 31,
2018 –$161,060). As at December 31, 2019, a provision for doubtful accounts of $187,341.

The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity through operations, debt financing, or raising equity to meet its liabilities
when due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Company’s reputation.

To achieve this objective, the Company prepares annual capital expenditure budgets, which are
regularly monitored and updated as considered necessary. Further, the Company utilizes
authorizations for expenditures on both operated and non-operated projects to further manage
capital expenditures. The Company also attempts to match its payment cycle with collection of
oil and natural gas revenue.

c) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they
become due. At December 31, 2019, the Company’s maximum exposure to liquidity risk is the
total current liabilities of $18,073,830 (December 31, 2018 - $19,311,361) (Note 1).
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The current liabilities and commitments are due as follows:

Accounts payable and accrued liabilities $           7,122,891 Due within 90 days
Shareholder indemnity (note 19(a)) 291,628 Due on demand
Short-term loan (note 13(b)) 519,520 Due on demand
Convertible debt (note 11) - Due on demand
Demand loan (note 12) 75,000 Due on demand
Short-term loan (note 13(a)) - Due on demand
Credit facility (note 14(b)) 4,127,311 Due on demand
Note payable (note 14(a)) 5,785,406 Due on demand
Other liabilities (note 19(b)) 111,496 Due on demand
Lease liability (note 18) 40,578 Due within 1 year
Total current liabilities $        18,073,830

The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity through operations, debt financing, or raising equity to meet its liabilities
when due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Company’s reputation.

To achieve this objective, the Company prepares annual capital expenditure budgets, which are
regularly monitored and updated as considered necessary. Further, the Company utilizes
authorizations for expenditures on both operated and non-operated projects to further manage
capital expenditures. The Company also attempts to match its payment cycle with collection of
oil and natural gas revenue.

d) Market risk

Market risk is the risk that changes in market prices, such as commodity prices, foreign exchange
rates and interest rates will affect the Company’s loss or the value of the financial instruments.
The objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while maximizing returns.

(i) Commodity price risk:

Commodity price risk is the risk that the fair value or future cash flows will fluctuate as a
result of changes in commodity prices. Commodity prices for oil and natural gas are
impacted by not only the relationship between the Canadian and United States dollar but
also world economic events that dictate the levels of supply and demand. All of the
Company’s oil and gas production is sold at spot rates exposing the Company to the risk
of price movements.

The Company had no commodity call options outstanding as at December 31, 2019
(2018 – none).
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(ii) Currency risk:

The Company is exposed to the financial risk related to the fluctuation of foreign exchange
rates.  The Company operates in Canada and the United States and a portion of its
expenses are incurred in United States dollars.  The Company does not hedge its exposure
to fluctuations in the exchange rate.  Future changes in exchange rates could have a
material effect on the Company’s business including its intended capital plans, its financial
condition and results of operations.

Certain financial instruments of the Company are exposed to fluctuations in the United
States dollar, including cash, trade and other receivables and accounts payable and
accrued liabilities. As at December 31, 2019, an increase or decrease of 10% to the foreign
exchange rate between the United States dollar and the Canadian dollar applied to the
average level of United States denominated cash would have had approximately a
$29,790 (December 31, 2018 - $42,481) impact on the Company’s comprehensive loss for
the year.

(iii) Interest rate risk:

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in
market interest rates.  As at December 31, 2019, all of the Company’s debt, including the
loan, the convertible debt, the demand loan and the short-term loan, bears fixed interest
rates and accordingly, is not subject to market interest rate fluctuations.

The Company has no interest rate swaps or financial contracts in place as at or during the
year ended December 31, 2019 or 2018.

e) Capital management

The Company’s capital consists of shareholders’ deficiency, the credit facility, the note payable,
the loan, the convertible debt and working capital. The Company will adjust its capital structure
to manage its current and future debt, drilling programs and potential corporate acquisitions
through the issuance of shares, sourcing additional debt financing and adjustments to capital
spending. The Company’s objective for managing capital is to maximize long-term shareholder
value by ensuring adequate capital to achieve the Company’s objectives. The Company is not
subject to any external capital requirements.

Management reviews its capital management approach on an ongoing basis and believes its
current approach is reasonable. There has been no change in management’s approach to capital
management during the year.
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22 Segmented information

The Company’s primary operations are limited to a single industry being the acquisition,
exploration for and development of petroleum and natural gas.

Product segmentation is as follows:

Revenue Oil Natural Gas NGL’s Total
December 31, 2019 ($) 1,064,488 24,124 7,744 1,096,356
December 31, 2018 ($) 1,115,132 21,048 18,311 1,154,491

Geographical segmentation is as follows:
December 31, 2019 ($)

Canada United States Total
Petroleum and natural gas sales         55,508    1,040,848    1,096,356
Depletion, depreciation and impairment         59,504 4,253,482 4,312,986
Net loss   (1,238,404)   (4,529,509) (5,767,913)
Property and equipment - 5,009,276 5,009,276
Total liabilities 11,413,746 7,907,950 19,321,696

December 31, 2018 ($)
Canada United States Total

Petroleum and natural gas sales 50,403 1,104,088 1,154,491
Depletion, depreciation and impairment 449,466 946,496 1,395,962
Net loss (1,519,361) (1,569,524) (3,088,885)
Property and equipment 52,241 6,265,403 6,317,644
Exploration and evaluation assets - 2,881,857 2,881,857
Total liabilities 10,226,475 9,969,327 20,195,802

23 Subsequent events

On February 3, 2020, the Company acquired 30 oil and gas leases from Advantagewon Oil Corp.
in the LaVernia field of Wilson and Guadalupe Counties, Texas.  The purchase price paid is
USD$350,000 paid by: (i) USD$50,000 cash payment, and (ii) issuance of common shares of the
Company subject to acquisition of the shares by the Company or its designee for USD$300,000.

On February 28, 2020, the Company held a special meeting of the shareholders whereby the
shareholders approved a consolidation of the issued and outstanding shares of the Company on
a “1 new for 15 old” basis and changed the name of the Company from Emerald Bay Energy Inc.
to Nexera Energy Inc. (formerly “Emerald Bay Energy Inc.”) The Company’s new stock symbol for
trading on the TSX Venture Exchange is “NGY”.
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On April 15, 2020, the Company sold 50 % of its interest in the oil & gas leases acquired from
Advantagewon above to Hagco Energy Inc.  The purchase price is USD $186,000.


