May 18, 2018
Fortem Resources Inc.
349 West Georgia St
PO Box 3473 Vancouver Main
Vancouver BC V6B 3Y4
Attention: Mr. Michael Caetano, Director
Dear Sir:
Pursuant to your request, Apex Global Engineering Inc. has prepared an evaluation of
hydrocarbon reserves owned by Fortem Resources Inc. (formerly known as Strongbow
Resources Inc.) (herein after referred to as “the Company”) in Compeer, of northeastern
Alberta. The assets are operated under the name of Big Lake Energy Ltd. (a wholly owned
subsidiary of the Company), which was set up by the Company as the operating arm in
Alberta. The effective date of the report is February 28, 2018.
Apex has reviewed all lands within the Compeer area lands held by the Company, all wells
currently in place on those lands. Apex has also reviewed wells drilled within a 30 kilometer
radius in order to develop a regional understanding of the geology and the deposition
environment for the Viking formation. From the geologic review, Apex has also developed
drilling opportunities for additional new oil production. This report will discuss the opportunities
as well as the budget and plan for development.
SCOPE OF WORK
This report is intended to describe and quantify the Reserves and Contingent Resources
contained within the Compeer Viking Formation contained within the lands in which the
Company holds an interest.
OWNER CONTACT AND PROPERTY INSPECTION
The Company initially acquired the acreage by farming into the lands. As part of the farm-in,
the Company was required to drill a well. The Company drilled the horizontal well. Apex was
also retained by the Company to initially assess the geological aspects of the Company lands
for containing hydrocarbons as well as to provide the drilling and completion operational
management. Apex managed the drilling and completion of the single well drilled to date. In
addition, Apex has been providing operational assistance for the single producing well.
ASSUMPTIONS AND LIMITING CONDITIONS
This valuation is limited to determining the value of the proven producing assets along with the
probable and possible reserves of oil and gas and Contingent Resources contained within the
Company interest lands. Apex reserves the right to revise its’ opinions of reserves and
resources, if any information is deemed sufficiently credible to do so. The estimate of Present
Value does not represent fair market value.
The accuracy of any estimate is a function of available time, data and geological, geo-physical,
engineering and commercial interpretation and judgment. While the resource estimates
presented herein are believed to be reasonable, they should be viewed with the understanding
that additional analysis or new data may justify their revision, and that Apex reserves the right
to make such revision.
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Reserve definitions utilized in this report are estimated in accordance with NI51-101 and
COGEH standards and relative to Section 5.2 of NI51-101 and are further defined in the
“Reserves Definitions” section on Page 17. The Resources allocated to Compeer were
disclosed relative to Section 5.9. From the review, Apex has determined that the Compeer
area has the following reserves with the Net Present Discounted Values shown in Table 1:
Table 1: Compeer Reserves Table
Oil Reserves
Conventional Oil
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RESERVES
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Pending)

“Possible Reserves are those additional reserves that are less certain to be recovered than
probable reserves. There is a 10% probability that the quantities actually recovered will equal
or exceed the sum of proved plus probable plus possible reserves”
CONTINGENT RESOURCES are those quantities of petroleum estimated, as of a given date,
to be potentially recoverable from known accumulation using established technology or
technology under development, but which are not currently considered to be commercially
recoverable due to one or more contingencies. Contingencies may include factors such as
economic, legal, environmental, political, and regulatory matters, or a lack of markets. It is also
appropriate to classify as contingent resources the estimated discovered recoverable
quantities associated with a project in the early evaluation stage. Contingent Resources are
further categorized in accordance with the level of certainty associated with the estimates and
may be sub classified based on project maturity and/or characterized by their economic status.
PROSPECTIVE RESOURCES are those quantities of petroleum estimated, as of a given date,
to be potentially recoverable from undiscovered accumulations by application of future
development projects. Prospective Resources have both an associated chance of discovery
and a chance of development. Prospective Resources are further subdivided in accordance
with the level of certainty associated with recoverable estimates assuming their discovery and
development and may be sub classified based on project maturity. There is no certainty that
any portion of the resources will be discovered. If discovered, there is no certainty that it will be
commercially viable to produce any portion of the resources.
These statements are based on current expectations that involve a number of risks and
uncertainties which could cause the actual results to differ from those anticipated. These risks
include, but are not limited to: the underlying risks of the oil and gas industry including
operational risks in development, exploration and production, potential delays or changes in
plans with respect to exploration, development projects or capital expenditures, the uncertainty
of resource estimates, the uncertainty of estimates and projections relating to costs and
expenses, political and environmental factors, and commodity price and exchange rate
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fluctuations. There is no certainty that any portion of the resources will be discovered. If
discovered, there is no certainty that any portion of the resources will be commercially viable to
produce.
A BOE conversion ratio of 8 Mcf of natural gas to 1 barrel of oil has been used within this
report. There is very little gas in this development and it is not commercial but our view on gas
pricing is based on an energy equivalency primarily seen at the burner tip. A 6:1 conversion
ratio does not make sense in the current market or on an equivalency basis.
The reserves were prepared relative to Section 5.2 of NI 51-101 and the Resources allocated
to Compeer were disclosed relative to Section 5.9. Both disclosures were pursuant to
definitions contained within the Canadian Oil &
Gas Evaluation Handbook (COGEH). This
report is not to be reproduced, distributed or
made available, in whole or in part, to any other
person,
company,
regulatory
body
or
organization other than Fortem Resources Inc.,
without the complete content of the report and
the prior knowledge and written consent of Apex
Global Engineering Inc. Inc.
Table 2: Petroleum Reserves & Resources
Classification

Apex Global Engineering Inc.

Michael Kamis, B.Sc., P. Eng.
President
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ENGINEER’S DECLARATION

This is to declare that APEX GLOBAL ENGINEERING INC. INC. acknowledges that it has
prepared this Evaluation of Fortem Resources Inc. and its associated companies Interests in the
Compeer Viking property in East Central Alberta;
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CERTIFICATION OF QUALIFICATION: Michael Kamis
I, Michael Kamis, Professional Engineer, Suite 820, 906 - 12th Ave SW, Calgary, Alberta, Canada T2R 1K7, Canada,
HEREBY CERTIFY:
1.

That I am the principal of APEX GLOBAL ENGINEERING INC., and that I participated in the preparation
of a Resource Study evaluating the interests of Fortem Resources Inc., in Calgary, Province of Alberta,
Canada. Effective date of this report is September 01, 2017.

2.

That I do not have nor do I expect to receive any direct interest in the properties or securities of Fortem
Resources Inc.

3.

That I do have indirect interest in the properties or securities of Fortem Resources Inc.

4.

That I have been a member in good standing with SPE (Society of Petroleum Engineers), member #0315085,
since 1975. That I attended the University of Wyoming and that I graduated with a Bachelor of Science Degree
in Petroleum Engineering in 1977.

5.

That I am a Registered Professional Engineer in the Province of Alberta have been a member in good standing
with APEGA (Association of Professional Engineers, Geoscientists of Alberta), member #28516, since
September, 1979.

6.

That I am a Registered Professional Engineer in the Province of Saskatchewan and am a member in good
standing, member #10145.

7.

I have in excess of thirty-nine (39) years of Petroleum Engineering/Geological studies relating to Western
Canada, the United States and international oil and gas fields in over 30 countries in Europe, North Africa,
Africa, Central and South America, Australia, and South East Asia.

8.

No field inspection was carried out, as it was not within the scope of the evaluation.
Michael Kamis, P.Eng.

______________________________
September 1, 2017
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CERTIFICATION OF QUALIFICATION: Robert Martin
I, Robert Martin, Professional Geologist, Suite 820, 906 - 12th Ave SW, Calgary, Alberta, Canada T2R 1K7,
HEREBY CERTIFY:
1.

That I am an Associate of APEX GLOBAL ENGINEERING INC. INC., and that I participated
in the preparation of a Resource Study evaluating interests of Fortem Resources Inc., in
Calgary, Province of Alberta, Canada. The Effective date of this report is September 1, 2017.

2.

That I do not have any direct or indirect interest in the properties or securities of Fortem Resources Inc. or its
Assets.

3.

That I have in excess of forty (40) years of oil & gas experience relating to petroleum and minerals
exploration & exploitation in Canada and internationally.

4.

That I am a graduate in 1977 of McGill University with Bachelor of Science Degree (Honours) Geology and I
am a Professional Geologist with the Association of Professional Engineers, Geoscientists of Alberta
(APEGA), membership #30938.

5.

No field inspection was carried out, as it was not within the scope of the evaluation.

Robert Nicholas Martin, P.Geol.

______________________________
September 1, 2017
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CERTIFICATION OF QUALIFICATION: Doug MacLellan
I, Doug MacLellan, Professional Engineer, Suite 820, 906 - 12th Ave SW, Calgary, Alberta, Canada T2R 1K7, Canada,
HEREBY CERTIFY:
1.

That I am an Associate of APEX GLOBAL ENGINEERING INC. INC., and that I participated
in the preparation of a Resource Study evaluating interests of Fortem Resources Inc., in
Calgary, Province of Alberta, Canada. Effective date of this report is September 1, 2017.

2.

That I do not have nor do I expect to receive any direct or indirect interest in the properties or securities of
Fortem Resources Inc. or its Assets.

3.

That I attended the University of Saskatchewan and that I graduated with a Bachelor of Science Degree in
Chemical Engineering in 1973; and that I am a Registered Professional Engineer in the Province of Alberta;
and that I have in excess of forty-four (44) years of oil & gas experience relating to Western Canada, the United
States and international oil and gas fields.

4.

That I have been a member in good standing with APEGA (Association of Professional Engineers,
Geoscientists of Alberta), member #32095, since September, 1977.

5.

That I have been a member in good standing with SPE (Society of Petroleum Engineers), member #1114792,
since 1986.

6.

No field inspection was carried out, as it was not within the scope of the evaluation.

Douglas Murray MacLellan, P. Eng.

September 1, 2017
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CERTIFICATION OF QUALIFICATION: Hollie Pearce

I, Hollie Pearce, Geoscientist in Training, Suite 820, 906 - 12th Avenue SW, Calgary, Alberta, T2R 1K7,
Canada, HEREBY CERTIFY:
1.

That I am an Associate of APEX GLOBAL ENGINEERING INC. INC., and that I participated
in the preparation of a Resource Study evaluating interests of Fortem Resources Inc., in
Calgary, Province of Alberta, Canada. The Effective date of this report is September 1, 2017.

2.

That I do not have any direct or indirect interest in the properties or securities of Fortem Resources Inc., or its
Assets.

3.

That I graduated from Mount Royal University in April of 2016 with a Bachelor of Science Degree in Geology.

4.

That I have worked with APEX from April 2013 to April 2016 as a student (part-time), and from May 2016 to
present (full-time) gaining oil and gas geological experience in Canada, the United States and Europe.

5.

I am a Geoscientist in Training with APEGA (Association of Professional Engineers, and Geoscientists of
Alberta) and have been a Member since January, 2017; membership #167365.

6.

No field inspection was carried out, as it was not within the scope of the evaluation.
Hollie Pearce, GIT

January 31, 2018
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Discussion
The Company holds an undivided 100 percent working interest subject to a non-convertible
1/23.8365 (sliding scale 5%-15%) royalty, payable to Harvest Operations, plus Crown royalty on
approximately 5 sections of land located in the Compeer area of north east central Alberta, (see
Figures 1 & 2). In order to earn its interest in land, the Company through its’ wholly owned’
Canadian subsidiary, Big Lake Energy Ltd., entered into a farm in agreement with Harvest
Energy Inc. The obligation under the farm-in was for the Company to drill, complete and put on
production one well to a vertical depth sufficient to reach the base of the Bakken formation
(estimated at 825 meters) and to test the Bakken and the Viking formation at approximately 720
meters. If the Bakken proved not to contain hydrocarbons, and the Viking proved to contain
hydrocarbons, then the Bakken formation was to be abandoned, and the well was then to be
kicked off to drill a horizontal leg extending 1000 meters from vertical in the Viking formation. As
a result of drilling, completing and placing on production a well at location Big Lake Compeer 529-33-02 W4M, the Company earned an undivided 100 percent working interest in 8 contiguous
sections (5,120 acres or 2,064 hectares) of land. Subsequently in late 2017, the Company had
to let 3 sections expire. The horizontal leg upon coming onto production was given a UWI of
100/04-032-033-02W5. It is this well that all production and pressure data will reference in the
future.
A single vertical well existed on the interest lands, 100/5-29-33-02W4M. The well was drilled as
a Viking oil well (See Figure 3). It tested oil upon drilling and was subsequently completed in the
Viking but only produced at approximately 1.1 m3 (7 Bbls.) of oil, which at the time of drilling
was considered to be near the economic limit prior to the Company’s farm-in with Harvest
Energy Inc.. The Viking formation in the area is a low permeability reservoir, needing fracture
stimulation.

Figure 1: Compeer Area N.E. Alberta
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Figure 2: Fortem:
Compeer Lands

The 5-29 well was
drilled in June
2012, and light (42
API) oil was
encountered in the
Viking, with no
hydrocarbons
being encountered
in the Bakken. The
Bakken was
subsequently
abandoned and
the well was kicked
off at
approximately 525
meters of vertical
depth. A ‘long
radius’ curve to
take the well
horizontal was
started and it went
out laterally to a
total length of 1205
meters (allowing
for the curvature)
to achieve the
1000 meter lateral.
Oil was encountered in drill cuttings along the entire length of the lateral wellbore. Due to the
requirements under the farm out agreement, additional drilling costs were encountered to allow
for the drilling of the well to the bottom of the Bakken formation, subsequent abandoning of the
Bakken, and coring done on both the Bakken and the Viking. The drilling completion and
stimulation costs came in at approximately $1,600,000. These costs could be dramatically
reduced by eliminating the drilling to the Bakken, reducing logistics costs (with more than one
well being drilled), and finally by eliminating delays incurred during the stimulation and testing
operations. A review of offset well costs when multiple wells are drilled and completed, indicated
costs of approximately $800,000 per well. For future wells, we have used $800,000 per well to
include equipping costs when multiple wells are drilled.
The horizontal well was placed on production and has produced intermittently at the equivalent
of 3.2 m3 (20 BOPD). The well is producing intermittently due to high gas production being
associated with the oil. Recently the well was stimulated and the pump was set lower into the
well. The well is expected to produce at 40 bopd once it cleans up and is subjected to a
workover.
An analysis of offsetting wells was carried out and it was found that initial production rates (IPs)
ranged from 210 barrels per day to 20 barrels per day in horizontal wells, with an average of 87
barrels of oil per day. For the purposes of this valuation, an average daily rate of 20 BOPD, with
an average annual nominal decline rate of 18 percent per year was used. The lower rate was
APEX GLOBAL ENGINEERING INC.
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used to allow for the average decline rate of 18 percent. Variable operating costs of $8.16 per
barrel plus $2,040 per month fixed costs were used. An abandonment and reclamation cost of
$40,000 was also incorporated into the economic analysis for the proven producing reserves.

Figure 3: Type Log and Reservoir Parameters Viking 5-29 (4-32 Hz leg)

Geology
The Big Lake Compeer 102/05-29-033-02W4/02 was drilled and completed between June 2012
and November 2012. The well was drilled vertically with two cores cut, one in the Viking and
one in the Bakken and then logged to evaluate the Bakken and the Viking Formations. The
Bakken Formation was found to be non-prospective in this area, the Formation being too near
the regional subcrop edge. In the core the Bakken was observed to be altered to a greenish
grey mudstone with no hydrocarbons present.
The Viking Formation was deposited in a marine environment in the Compeer area. It
represents the final eastern pulse of regressive sand. There is a regional disconformity at the
top of the Viking Sandstone in this area visible on well logs and observable in the Viking core
from 5-29. Figure 1 and Figure 6 show the regional productive trends in the Viking. Historically
in the Compeer area the Viking has tended to produce natural gas from vertical wells where the
sand is highly permeable. However it was noted where the permeability was less well
developed the zone was oily. This was observed in the core cut at 5-29 where the entire Viking
Sand section was oil saturated. A previous drill stem test in the first well drilled by Kensington
Energy at the 5-29 location encountered 12.0 meters of oil cut mud from the Viking and oil
shows in the cuttings. In Big Lake Compeer 5-29 cuttings also showed oil saturation. The core
showed some residual oil saturation with much of the oil having been flushed out during the
process of cutting it. Core measured porosity as determined by Core Laboratories varied from
16.1% to 20% and permeability from .19 to 5.04 mD.
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Figure 4: Core Analyses 05-29

A 1000 meter lateral was drilled in the Viking sand at a vertical depth of approximately 730
meters. The geologist on site reported the cuttings as being consistent with the observed core.
There was a continual oil show throughout the lateral portion of the well.

Figure 5: Bakken Structure, Compeer Area
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Figure 6: Western Sedimentary Basin Viking Trends

The originally calculated volumetric reserves were as follows:
 Oil recovery per well = 10.4 million Bbls/section divided by ultimately up to 4
wells/section * 8% R = 207,000 Bbls/HZ
f



Gas recovery per well = 2.9 Bcf/section divided by ultimately up to 4 wells/section * 20%
Rf = 141 MMcf/HZ



Average (risked) IP of 8 HZ MSF Viking wells is equal to 46 bbl/d oil & 145 Mcf/d
(average over life GOR of 4,000 Scf/bbl)
The actual recovery and reserves are projected to be less.
The Big Lake 5-29 well was drilled on the western flank of a Bakken high as shown in Figure 6.
The original intention was to drill horizontally along strike of the structure. This was
accomplished as there was very little up or down movement of the horizontal portion of the well.
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Figure 7: Big Lake Compeer 100/05-29-033-02W4/00

Economic Analysis
Compeer Farm‐in Economics Assumptions
Proven Developed Non Producing reserves (PDNP) were assigned to one well, namely 100/0432-033-02W4M, which as previously mentioned was drilled, completed and is producing from
the Viking formation and is to undergo a workover for $327,510 to improve production..
Future horizontal wells were estimated to cost $800,000, inclusive of drilling, completion and
surface production facilities. Analog wells drilled in the area were found to cost $800,000 per
similar drilled wells.
ECONOMIC ASSUMPTIONS
Total Prob.
$800 M
3
Hz. Wells
Wells
Total Poss.
$15.2 MM
12
Total Well Cap.
Wells
Total Cont.
1
4
Total PDP Wells
Well.
$50 M Total Wells
19
Well Aband.
Decline
20
18%/yr
Init. Rate (bopd)
MB
34.5
Reserves/Well
Figure 8: Compeer Model Assumptions

Drilling depths were estimated to average approximately 740 meters of vertical depth, with a
1000 meter lateral length, for a total measured drilling depth of 1740 meters. Initial production
was estimated to be the equivalent of 20 barrels of oil per day with an average decline rate of 18
percent (nominal decline rate). The estimated recoverable production for each well was
approximately 33,000 STB (stock tank barrel). An abandonment and reclamation cost of
$50,000 per well was assigned and forecast to be incurred 24 months after well had reached its
economic limit and shut in.
All forecasted production was subject to an Alberta Crown Modernized Royalty scheme with a
C* calculated for each well. In addition to the Crown royalty, all interest lands are subject to a
non-convertible 1/23.8365 (sliding scale 5%-15%) royalty, payable to Harvest Operations. The
APEX GLOBAL ENGINEERING INC.
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forecasted oil price used is the Edmonton Light with a $2.00 per barrel offset to Edmonton Light
and is shown in the following Table 3. The Future Net Revenue shown in the report relative to
the development of the Compeer project does not represent Fair Market Value but is an
estimate of future value based on forecasted prices. The estimate is not certain and there is no
certainty that the future value will be attained.
Table 3: Evaluation Forecast Price

YEAR
2017
2018
2019
2020
2021
2022

Edmonton Light
$/bbl
63.94
63.94
74.51
78.24
82.45
84.10

Offset to Edm.
$/bbl
2.00
2.00
2.00
2.00
2.00
2.00

Net Price
$/bbl
61.94
61.94
72.51
76.24
80.45
82.10

Compeer Development Plan
Utilizing the above assumptions of $800 M to drill and complete new wells, the Company is
looking at developing all of the 5 sections it controls with a 100% working interest. Development
of 160 acres of section 29-33-02W4 is proven reserves. Probable reserves are developed in
480 acres in section 29-33-02W4 and Possible reserves are found in section 28-33-02W4,
section 32-33-02W4 and section 21-33-02W4. Possible reserves are those additional reserves
that are less certain to be recovered than probable reserves. There is a 10% probability that the
quantities actually recovered will equal or exceed the sum of proved plus probable plus possible
reserves. A further step-out for development on the Viking trend involves Contingent Resources
and would involve drilling wells on section 19-33-02W4, and can be found in Figure 9.
RESERVE DEFINITIONS
The reserve definitions utilized and followed in this report are defined below. The reserve
definitions utilized relative to COGEH are shown below.
Proved Reserves;
“Proved reserves are those reserves that can be estimated with a high degree of certainty to be
recoverable. It is likely that the actual remaining quantities recovered will exceed the estimated
proved reserves.”
Proved Developed
Developed reserves are those reserves that are expected to be recovered from existing wells
and installed facilities or, if facilities have not been installed, that would involve a low
expenditure (e.g., when compared to the cost of drilling a well) to put the reserves on
production. The developed category may be subdivided into producing and non-producing.
Developed Producing
Developed producing reserves are those reserves that are expected to be recovered from
completion intervals open at the time of the estimate. These reserves may be currently
producing or, if shut in, they must have previously been on production, and the date of
resumption of production must be known with reasonable certainty.
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Developed Non-Producing
Developed non-producing reserves are those reserves that either have not been on production,
or have previously been on production, but are shut in, and the date of resumption of production
is unknown.
Undeveloped Reserves
Undeveloped reserves are those reserves expected to be recovered from known accumulations
where a significant expenditure (e.g., when compared to the cost of drilling a well) is required to
render them capable of production. They must fully meet the requirements of the reserves
classification (proved, probable, possible) to which they are assigned.
Probable Reserve Definition;
“Probable reserves are those additional reserves that are less certain to be recovered than
proved reserves. It is equally likely that the actual remaining quantities recovered will be greater
or less than the sum of the estimated proved + probable reserves.”
Possible Reserve Definition;
“Possible reserves are those additional reserves that are less certain to be recovered than
probable reserves. There is a 10% probability that the quantities actually recovered will exceed
the sum of the estimated proved + probable + possible reserves.”
5.5.4 General Requirements for Classification of Reserves
The following general conditions must be satisfied in the estimation and classification of
reserves.
a. Drilling Requirements
Proved, probable, or possible reserves may be assigned only to known accumulations that have
been penetrated by a wellbore. Potential hydrocarbon accumulations that have not been
penetrated by a wellbore may be classified as prospective resources.
b. Testing Requirements
Confirmation of commercial productivity of an accumulation by production or a formation test is
required for classification of reserves as proved. In the absence of production or formation
testing, probable and/or possible reserves may be assigned to an accumulation on the basis of
well logs and/or core analysis that indicate that the zone is hydrocarbon bearing and is
analogous to other reservoirs in the immediate area that have demonstrated commercial
productivity by actual production or formation testing.
c. Economic Requirements
Proved, probable, or possible reserves may be assigned only to those volumes that are
economically recoverable. The fiscal conditions under which reserves estimates are prepared
should generally be those which are considered to be a reasonable outlook on the future. If
required by securities regulators or other agencies, constant or other prices and costs also may
be used. In any event, the fiscal assumptions used in the preparation of reserves estimates
must be disclosed.
Undeveloped recoverable volumes must have a sufficient return on investment to justify the
associated capital expenditure in order to be classified as reserves, as opposed to contingent
resources.
d. Regulatory Considerations
In general, proved, probable, or possible reserves may be assigned only in instances where
production or development of those reserves is not prohibited by governmental regulation. This
provision would, for instance, preclude the assignment of reserves in designated
APEX GLOBAL ENGINEERING INC.
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environmentally sensitive areas. Reserves may be assigned in instances where regulatory
restraints may be removed subject to satisfaction of minor conditions. In such cases, the
classification of reserves as proved, probable, or possible should be made with consideration
given to the risk associated with project approval.
5-16 Volume 1 — Reserves Definitions and Evaluation Practices and Procedures
Canadian Oil and Gas Evaluation Handbook ©SPEE (Calgary Chapter)
5.5.5 Procedures for Estimation and Classification of Reserves
The process of reserves estimation falls into three broad categories: volumetric, material
balance, and decline analysis. Selection of the most appropriate reserves estimation procedures
depends on the information that is available. Generally, the range of uncertainty associated with
an estimate decreases and confidence level increases as more information becomes available,
and when the estimate is supported by more than one estimation method. Regardless of the
estimation method employed, the resulting reserves estimate should meet the certainty criteria
in Section 5.4.
The development plan is shown in the following Figure 9. The timing and success of the
development of the central sections, Sections 21, 28, 29 and section 32 of 33-02W4 would
make the contingent section 19-33-02W4 dependent on commercial success as infrastructure
development would be more of a step-out and the initial wells would have to show that there is
enough of a return to continue drilling. Since the development of section 19-33-02W4 is
dependent on early success of the initial development it is a Contingent Resource not Reserves.
In addition, the early development will define more clearly the variability of the Viking sand.
Section 19 which is Contingent runs a higher risk of the sand being more heterogeneous. The
structure is slightly lower in Section 19 and further definition of the structure development will
define the risks for section 19. The Viking is clearly developed thicker and higher as the
development goes east larger infrastructure will minimize the risk of development going west
should production be more variable. It is positive to see the structure on Section 19 and heading
west negatively it is lower and therefore probably thinner. Expectations should be that
production and reserve numbers could be lower and thus the economic threshold could be
thinner. Infrastructure development will lower overall costs and give the development a better
opportunity to make more marginal wells economic should they come in less productive.
The Contingent Resource estimate is dependent on the success and development of the nearby
step out locations which are Probable Reserve locations. There is more risk to the Contingent
locations and their development is contingent on the early development success of the probable
location. Positively, Apex see structure over the Contingent section but the well control is sparse
and the Viking trending does see lower production as a play moves to the west. As the project
matures and develops within the Possible reserves sections, The potential of the Contingent
section would be clearer. The specific contingency that is holding this section back from being
perceived as a section containing reserves is that the knowledge of the net pay is absent. There
are no clear answers or even projections as to the net pay in the Contingent section. The
Possible Reserves section need to be drilled and be on production and the mapping of the
Viking needs to be more definitive with respect to the Contingent Section. West of the Proven ,
Probable and Possible reserves land Apex is unclear as to how the Viking has been laid down
and developed. If we could be more definitive on the Viking development Apex would not have a
problem identifying the Contingent Resources as Possible Reserves. Where the net pay is
developed in the area it has been productive. Any indication of future net value is an estimate
and does not represent fair market value.
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Figure 9: Development Plan for Compeer Reserves and Resources
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Table 4: Total Proved + Probable + Possible Reserves
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Table 5: Total Proved + Probable Additional Reserves
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Table 6: Total Proved Developed Non Producing Reserves
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Table 7: Total Probable Additional Reserves
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Table 8: Total Possible Reserves
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Table 9: Total Contingent Resources
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Table 10: Summary of Reserves (NI 51-101)
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Table 11: Summary of Future Net Revenue
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Table 12: Total Future Net Revenue
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Table 13: Total Future Product Revenue
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