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MCW ENERGY GROUP LIMITED

Condensed Consolidated Interim Statements of Financial Position

As at February 29, 2016 and August 31, 2015
Expressed in US dollars

February 29, August 31
2016 2015
Notes (Unaudited) (Audited)
ASSETS
Current assets
Cash 5 $ 8,558 $ 861,639
Trade and other receivables 6 108,655 91,352
Inventory 7 210,980 186,080
Current portion of advanced royalty payments 8(a) 121,706 191,432
Prepaid expenses 134,653 152,706
584,552 1,483,209
Deposits 87,969 -
Advanced royalty payments 8(a) 646,211 689,818
Mineral lease 9(b) 11,091,388 11,091,388
Property, plant and equipment 10 16,199,386 16,444,561
Intangible assets 11 710,972 735,488
$ 29,320,478 $ 30,444,464
LIABILITIES
Current liabilities
Accounts payable 12 $ 1,431,024 $ 1,211,239
Accrued expenses 12 1,628,815 1,182,742
Due to senior officer 20(d) 123,482 204,000
Current portion of long-term debt 13 959,424 3,252,389
Current portion of convertible debentures 14 3,500,000 4,273,815
7,642,745 10,124,185
Unearned advance royalties received 8(b) 170,000 170,000
Long-term debt 13 14,320,917 13,516,630
Convertible debentures 14 507,705 -
Reclamation and Restoration provision 15 555,500 550,000
23,196,867 24,360,815
SHAREHOLDERS' EQUITY
Share capital 16 34,104,076 25,524,787
Share option reserve 17 7,075,091 7,063,773
Share warrant reserve 18 396,617 337,283
Deficit (35,452,173) (26,842,194
6,123,611 6,083,649
$ 29,320,478 $ 30,444,464

Approved by the Board of DirectorsAlexander Blyumkin"

Alexander Blyumkin, Director

"Travis Schneider"

Travis Schneider, Director

The accompanying notes are an integral part of these condensed consolidated interim financial statemen




MCW ENERGY GROUP LIMITED

Condensed Consolidated Interim Statements of Loss (Income) and Comprehensive Loss (Income)
For the three months and six months ended February 29, 2016 and February 28, 2015

Expressed in US dollars

(Unaudited)

Three months ended

Six months ended

February 29, February 28, February 29, February 28,
Notes 2016 2015 2016 2015
Continuing Operations
Oil Sands Operations, Mining, Financing and Other
Revenues $ 51,303 $ - $ 204,735  $ -
Cost of Goods Sold 289,604 - 913,215 -
Gross Loss (238,301) - (708,480) -
Operating Expenses
Depreciation and amortization 294,356 - 588,355 -
General and administrative 225,609 18,414 330,639 135,761
Interest expense 435,312 34,490 871,944 223,271
Loss on settlement of liabilities 13(b)(iii) 948,720 - 948,525 9,660
Loss on extinguishment of debt 689,877 - 689,877 -
Professional fees 546,360 286,986 883,257 457,447
Salaries and wages 275,969 155,155 512,469 469,024
Share-based compensation 17(a) 20(b) 11,318 - 2,733,496 -
Travel and promotion 118,767 172,112 342,937 437,749
3,546,288 667,157 7,901,499 1,732,912
Loss before Income Taxes 3,784,589 667,157 8,609,979 1,732,912
Provision for income taxes - - - -
Loss from Continuing Operations 3,784,589 667,157 8,609,979 1,732,912
Discontinued Operations 4 - (2,887,348) - (2,556,767
Loss (Income) from Discontinued Operations - (2,887,348) - (2,556,767
Net Loss (Income) and Comprehensive Loss (Income) $ 3,784,589  $ (2,220,191) $ 8,609,979 3% (823,855
Weighted Average Number of Shares Outstanding 19 82,479,285 49,953,636 75,427,760 49,443,493
Basic and Diluted Loss per Share from Continuing
Operations $ 0.05 $ 0.01 $ 0.11 $ 0.04
Basic and Diluted Income per Share from Discontinue
Operations $ - $ (0.06) $ - $ (0.05)
Basic and Diluted Loss (Income) per Share $ 0.05 $ (0.04) $ 0.11 $ (0.02)

The accompanying notes are an integral part of these condensed consolidated interim financial statements




MCW ENERGY GROUP LIMITED

Condensed Consolidated Interim Statements of Changes in Shareholders' Equity
For the six months ended February 29, 2016 and February 28, 2015

Expressed in US dollars

(Unaudited)

Notes Number of Share: Share Option Warrant Shareholders'

Outstanding Capital Reserve Reserve Deficit Equity

Balance at August 31, 2014 46,448,614 $ 15,993,551 $ 7,063,773 $ 157,733 $ (27,311,398)$ (4,096,341
Conversion of debentures 14(a) 2,923,722 2,620,000 - - - 2,620,000
Settlement of liabilities 413,172 377,093 - - - 377,093
Private placement of shares 106,847 80,000 - - - 80,000
Shares issued for services 131,375 98,229 - - - 98,229
Warrants issued 18 - - - 156,877 - 156,877
Net loss - - - - 823,855 823,855
Balance at February 28, 2015 50,023,730 $ 19,168,873 $ 7,063,773 $ 314,610 $ (26,487,543)$ 59,713
Balance at August 31, 2015 $ 60,622,938 $ 25,524,787 $ 7,063,773 $ 337,283 $ (26,842,194)$ 6,083,649
Conversion of debentures 14(b) 1,374,200 936,677 - 59,334 - 996,011
Settlement of debt 13(b)(iii) 29,028,456 3,581,549 - - - 3,581,549
Settlement of liabilities 2,512,355 549,007 - - - 549,007
Share-based compensation 20(b) 5,729,142 2,722,179 11,318 - - 2,733,497
Shares issued for debt modification 6,022,625 689,877 - - - 689,877
Shares subscribed for 933,733 100,000 100,000
Net loss - - - - (8,609,979) (8,609,979
Balance at February 29, 2016 106,223,449 $ 34,104,076 $ 7,075,091 $ 396,617 $ (35,452,173)$ 6,123,611

The accompanying notes are an integral part of these condensed consolidated interim financial statements




MCW ENERGY GROUP LIMITED

Condensed Consolidated Interim Statements of Cash Flows

For the six months ended February 29, 2016 and February 28, 2015
Expressed in US dollars

(Unaudited)
February 29, February 28,
2016 2015
Cash flow used for operating activities:
Net loss $ (8,609,979) $ (1,732,912
Adjustments for non-cash, investing and financing items
Depreciation and amortization 588,355 -
Loss on settlement of liabilities and debt conversions 948,525 9,660
Shares issued for services - 98,229
Share-based compensation 2,733,496 -
Loss on extinguishment of debt 689,877 -
Other 294,089 (157,871,
Changes in operating assets and liabilities:
Accounts payable 858,678 15,832
Accounts receivable (17,303) -
Accrued expenses 659,811 779,901
Inventory (24,900) -
Prepaid expenses and deposits 18,053 -
Net cash used for operating activities of continuing operations (1,861,298) (987,161
Net cash provided by operating activities of discontinued operations - 825,694
Cash flows used for investing activities:
Purchase and construction of property and equipment (318,664) (3,129,959
Investment in deposits (87,969) -
Advanced royalty payments to TMC (120,000) -
Advances to TMC Capital LLC - (150,000
Net cash used for investing activities of continuing operations (526,633) (3,279,959
Net cash used for investing activities of discontinued operations - (192,658
Cash flows from (used for) financing activities:
Advances to executive officers (80,518) (315,130
Private placements 100,000 80,000
Payments of long-term debt (542,107) (457,589
Proceeds from long-term debt 1,557,475 2,986,590
Proceeds from convertible debt 500,000 1,000,000
Net cash from financing activities of continuing operations 1,534,850 3,293,871
Net cash used for financing activities of discontinued operations - (45,646)
Decrease in cash (853,081) (385,859
Cash, beginning of the period 861,639 938,648
Cash, end of the period $ 8,558 552,789
Cash composed of:
Cash $ 8,558 552,789
Bank overdraft - -
$ 8,558 552,789
Supplemental disclosure of cash flow information
Cash paid for interest $ 243,271 452,894

The accompanying notes are an integral part of these condensed consolidated interim financial statements




MCW ENERGY GROUP LIMITED
Notes to theCondense@onsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

NATURE OF OPERATIONS

MCW Energy Group Limited (the fACaneaptimenbysingssdegmeran Ont
located in the USAIt operates through itsdirectly wholly owned subsidiary companMCW Oil Sands
Recovery, LLC (AMCWOO) , which is engag,eaddother mi ni n
inactive subsidiary companies.

The Companyo8s r lecgtedatt Seite d400, b8l Bay det, Torento, Ontario, M5J 2T3,
Canada and its principal operating office is locate®uaite 420, 10351 Santa Monica Boulevakds
Angeles California 9025 USA.

MCWO is engaged in a tar sands mining and oil processing operasimg a closedoop sdvent based
extraction system that recovers bitumen from surface migindghas recently completed the construction
of the first phasef an oil processing plant in the Asphalt Ridge area of Uintah, Utaé.Company is
currently completing an expansiohtbe oil processing facility which will increase the production capacity
to 500 barrels per day.

On May 13, 2015, the Company sold its indirectly wholly owned subsidiary company, MCW Fuels, Inc.

( AMCWFO) to the Chair of t hany fBroaanordinal cafnound and ¢he t or s
assumption by the buyer of all the outstanding liabilities of MC\WNB&té 4(c)). MCWF was engaged in

the marketing and sale of unleaded and diesel land fuel products and related services in California.
MCWF6 s b u s iegyensssto psovide avdluadded benefits to its customers, including sirgylpplier
convenience, competitive pricing, the availability of trade credit, price risk management, logistical support,
fuel quality control and ctrranding, as well as skilled akahowledgeable drivers of fuel delivery trucks.

As a result of changes in this industry, the Company decided in December 2014 to dispose of substantially
all of the assets of the fuel distribution busin@dste 4(a))for $5,000,000payable at closingnd a

additional amounbn or before April 15, 2015 based definedgross profits over apecified period. On

April 15, 2015, the total proceeds from the sale were determined to be $6,08Th&9@itiRl purchase

price of $5000,000was directed twardsthe settlement of thédiabilities to two major fuel suppliersThe

additional amount due on April 15, 2015 was assigned to the BBCN Bank for payment of certain secured
longt erm | iabilities. Foll owing the sal elmitdd subst
operations and significantly more outstanding liabilities. The Company decided to sell MCWF to limit its
exposure to these outstanding liabilities and to focus its efforts on the operations of MCWO.

Effective June 1, 2015, the Company indireetlg qui red a 100% interest in TM
TMC owns a bituminous sand miner al | e a(blae9)l theat ed a
Company intends to extract tar sands from the TMC lease for use in its oil extraction fatiktypurchase

price was the issue of two $5,000,000 unsecured promissory(haties13(d)).

The Company has incurred losses $everal years and, leébruary 292016, has an accumulated deficit of
$35,452,173(August 31, 20% - $26,842,194 and a working capital deficienaf $7,058,223(August 31,

2015 - $8,436,979. Thesecondensedonsolidatednterim financial statements have been prepared on the
basis that the Company will be able to realize its assets and discharge its liabithiesidrmal course of
business. The ability of the Company to continue as a going concern is dependent on obtaining additional
financing, which it is currently in the process of obtaining. There is a risk that the additional financing will
not be availale on a timely basis or on terms acceptable to the Company. Thedenseaonsolidated

interim financial statements do not reflect the adjustments or reclassifications that would be necessary if the
Company were unable to continue operations in the alocourse of business.
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MCW ENERGY GROUP LIMITED
Notes to theCondense@onsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

BASIS OF PREPARATION
Statement ofcompliance

The condensed consolidated interim financial statements have been prepared in accordance with

I nternational A c ¢ o0 u interimmFgan8al Repodtiagi ety do fiok iAcEide )all o8 the
information required for full annual financial statements in compliance with IABreksentation of

Financial StatementsThe accounting policies used in these condensed consolidated interim financial
statements are inacecbm nce with I nternational Financi al Repor
I nternational Accounting Standards Board (Al ASBo)
Commi ttee ( A IABriIR 29C 2016, thes dateheé condensed conscdittd interim financial
statements were authorized for issue by the Board of Directors. Except as noted below, they follow the
same accounting policies and methods of application as the most recent annual audited consolidated
financial statements for the geended August 31, 2015 and should be read in conjunction with those
audited consolidated financial statements.

Basis ofmeasurement

The condensectonsolidatedinterim financial statements have been prepared on a historical cost basis
except for certaifinancial assets and financial liabilities which are measured at fair value.

The Companyds reporting currency and the functiona
it is the principal currency of the primary economic environmenthich the Company operates.

Significant accounting judgments and stimates

The preparation of theondensedconsolidatedinterim financial statements in accordance with IFRSs
requires management to make judgments, estimates and assumptions thathaffapplication of
accounting policies and the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of theondensed consolidated interifimancial statements and the reported
amounts of revenues anspenses during the reporting peridthe significant accounting judgments and
estimates included ithesecondensedonsolidatednterim financial statements are:

Useful lives and depreciation rates for intangible assets and property, plantguipment

Depreciation expense ieecorded on theébass of the estimateduseful lives of intangible assets and
property, plant and equipme@hanges in the useful lifef assetdrom the initial estimate could impact the
carrying value ofintangible assets angroperty, plant and equipment and an adjustment would be
recognized in profit or loss.

Review of carrying value of assets and impairment charges

When determining possible impairment of thearrying valuesof assets management ofhe Company

reviews the recoverable amount (the higher of the fair value less costs to sell or the value in use) of non
financial assets and objective evidence indicating impairment in the case of financial assets. These
determinations and their individuassumptions require that management make a decision based on the
best available information at each reporting period. Changes in these assumptions may alter the results of
the impairmentevaluation the impairmentchargesecognized in profit or loss antig resulting carrying
amounts of assets.

t
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MCW ENERGY GROUP LIMITED

Notes to theCondensedonsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

BASIS OF PREPARATION (continued)
Significant accounting judgments and estimads (continued)
Fair value of share purchase optiorend warrants

Share purchase optioasid warrantgranted by the Compargre valued at the fair value of the goods or

services received unless the fair value cannot be reliably measured. Share purchase options and warrants
grantedto employees and others providing similar services are valued usinglablke 3gholes option

pricing model. Estimates and assumptions for inputs to the model, including the expected volatility of the
Companydés shares and the expected |ife of options
judgment.

Provisions

Provisions are recorded on the basis of the best estimate of the likelihood, timing, and magnitude of a
future outflow of economic resources. Where the effect of the time value of money is material, the present
value of the provision is recognized usingliacount rate that reflects current market assessments of the
time value of money.

Income taxes and recoverability of deferred tax assets

Actual amounts of income tax expense are not final until tax returns are filed and accepted by taxation
authorities Therefore, profit or loss in future reporting periaday be affected by thdifference between
theincome tax expense estimataglthe final tax assessments.

Judgment is required in determining whether deferred tax assets are recognized comdbesd
consolidatedinterim statement of financial position. Deferred tax assets, including those arising from
unutilized tax losses, require management of the Company to assess the likelihood that the Company will
generate sufficient taxable profit in futuperiods in order to utilize recognized deferred tax assets.
Estimates of future taxable profit are based on forecast cash flows from operations and the application of
existing tax laws in each jurisdiction. To the extent that future cash flows and tgxabtediffer from
estimates, the ability of the Company to realize the deferred tax assets recorded comdinesed
consolidatednterim statement of financial position could be impactéde Company has not recognized
anydeferred tax assets asrabriary 29,2016 andAugust 31, 2015
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MCW ENERGY GROUP LIMITED
Notes to theCondense@onsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

SIGNIFICANT ACCOUNTING POLICIES
Basis ofconsolidation

The condensedonsolidatednterim financial statements include the financial statements of the Company
andtheent i ties controlled by the Comp avheye theiConpanyis ub s
has the power to govern the financial and operating policies of an entigbtain theeconomicbenefits

from its activities. The consolidated entities are:

Entity % of Ownership Jurisdiction
MCW Energy Group Limited Parent Canada
MCW Energy CA Inc. 100% USA

MCW OSR Inc. 100% USA

MCW Qil SandsInc. 100% USA

MCW Fuels Transportatignnc. 100% USA

MCW Oil Sands Recovery, LLC 100% USA

TMC Capital, LLC 1009%4Y USA

MCW Fuels,Inc. (to May 13, 2015) 100942 USA

(1) Effective Junél, 2015, the Compargcquired @00% interest iTMC Capital LLC.
(2) On May 13, 2015, the Company sold 1180%interest in MCWF to the Chair of the Board of Directan§ the Company
(see Note 1).

All intercompany transactions, balances, income and expenses are eliminated in full on consolidation.
Businesscombinations

The Company accounts for business combinations using the acquisition method, under which the acquirer
measures the cost of the business combination as the total of the fair values, at the date of exchange, of the
assets obtained, liabilities incurred ampligy instruments issued by the acquirer in exchange for control of

the acquiree Goodwill is measured as the fair value of the consideration transfanedding the
recognized amount of any naontrolling interest in the acquige less the net recogréd amount
(generally the fair value) of the identifiable assets and liabilities assumed, measured as at the acquisition
date.

Transaction costs, other than those associated with issue of debt or equity securities, that the group incurs in
connection witha business combination are expensed as incurred.

di
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MCW ENERGY GROUP LIMITED

Notes to theCondensedonsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

SIGNIFICANT ACCOUNTING POLICIES (continued)
Income andexpenser ecognition
Revenuerecognition

Revenue from the sale of fuel and related gowads recognized when the sales price is fixed or
determinableandcollectbility wasreasonably assureditle passd to the customer on the delivery of fuel
to the customer directly from the Company, thepdiep or a thirdparty subcontractor. The gross sale of
the fuelwas recorded as the Companydhatitude in establishing the sales priced lthscretion in the
supplier selection, maintagd credit risk andvas the primary obligor in the sales arrangemen

Revenue from card processing serviagsrecognized at the time the purchasgsmade by the customer
using the charge car®evenue from late charges, interest, rental income and customer branding services
were recorded on an accrual basis when ctitia was reasonably assured.

The Company sdlhydrocarbon products (bitumen or crude @itbduced by itil extraction facility at
prevailing market prices The Company also expects éoter into shorterm supply agreements with
customers.Revenuess recognized when the hydrocarbon products are delivered, which occurs when the
customer has taken title and has assumed the risks and rewards of ownership, when prices are fixed or
determinable and when collectability is reasonably assured.

Vendor andcustomerrebatesand branding allowances

From time to time the Companyreceival vendor rebates and providleustomer rebates. Generally,
volume rebatesvere receivedfrom vendors under structured programs based on the level of fuel purchased

or sold as specified in the applicable vendor agreements. These volume wedatescognized as a
reduction of cost ofjoods soldn the period earned when realizatwasprobale and estimable and when

certain otherconditions were met. Rebatesprovided to customerswere recognized as a reduction of
revenue in the period earned in accordance with applicable customer agreements. The rebate terms of the
customer agreementgere generally similar to those of the vendor agreements.

Some of these vendor rebsiend promotional allowance arrangements reguihat the Companymake
assumptions and judgments regarding, for example, the likelihood of attaining specified levels afgsurcha
or selling specified volume of producfBhe Companyoutinely revieved the significantrelevantfactors
andmade adjustments when the facts and circumstances didfzé¢ an adjustmentas warranted.

The Companyalso receivd volume purchasécentive payments from certain suppliers. These incentive
paymentsvere deferred and recognized as a reduction to cost of goods sold over the term of the agreement.
As the volume purchase requirememiare generally constant over the terms of these exgents, the
incentiveswere amortized on a straigiiine basis over the agreement term

(d) Inventories

Crushed ore and othenventories are measured at the lower of ,costsed on the firgh, first-out
principle,and net realizable valutn the cas of work in progresgventories cost includes an appropriate
share of production overheads based on normal operating capacity.
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MCW ENERGY GROUP LIMITED
Notes to theCondense@onsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment

Property plantand equipment are recorded at carstl amortized over their useful livedaintenance and
repairs are expensed as incurred. Major renewealsermentsand starup costsare capitalized. When
items of property plant orequipmentare sold impaired,or retired, the related costs and accumulated
amortizationare removed and any gain or loss is includeddatincome. Amortizationis determinedn a
straightline methodwith the following expected useful lives:

Machineryand equipment 5-7 years
Furniture and fixtures 7 years
Leasehold improvements Lease term
Oil extraction facility 15 years
Gas station assets 10-25 years

Oil and gasproperties
Oil and gaspropertyinterests

Assets owned are recordaticost less accumulated depreciations and accumulated impairment Tosses.
Companyinitially capitalizesthe costs oficquiring these propertiedirectly and indirectlyand thereafter
expengsexploration activitiespending the evaluation of comne@lly recoverable reserves. The results of
exploratory programmcan take considerable time to analyze and the determination that commercial reserves
have been discovered requires both judgment and indesgogrience All development costare
capitalizedafterit has been determined that a property has recoverable res@weke commencement of
commercial production, net capitalized costs are charged to operations oro&purniuction basis, by
property, using estimated proven and probable recoleereserves as the depletion base.

Oil and gasreserves

Qil and gas reserves are evaluated by independent qualified reserves evaluators. The estimation of reserves
is a subjective process. Estimates are based on projected future rates of produictiatedesbmmodity

prices, engineering data and the timing of future expenditures, all of which are subject to uncertainty and
interpretation. Reserves estimates can be revised either upwards or downwards based on updated
information such as future drillingesting and production levels. Reserves estimates, althougbpusted

as part of th&€€o mp a rondessedonsolidatednterim financialstatements, can have a significant effect

on net earnings as a result of their impact on depreciation and depiatés) asset impairment and
goodwill impairment.

Intangible assets

Intangible assets are recorded at ¢&s$ accumulated depreciation and accumulated impairment.losses
Amortization of intangible assets is recordeda straightine basis over a life determined by the

maximum length of exclusive branded reseller distribution agreements and the benefits expected from
acquired intellectual property, technology and technology licenses. Intangible assets withténasdifuil
lives are not amortized and are tested for impairment at least annually. The following useful lives have
been established for intangible assets included in tws#ensedonsolidatednterim financial statements
as atNovember30, 2015

Oil Extraction Technology 15 years

10
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MCW ENERGY GROUP LIMITED
Notes to theCondense@onsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment of assets

At the end of each reporting per and thtangillehassedzo mp a ny ¢
reviewed for indicatiosthat the carrying amount may not be recoverable. If any such indication is present,

the recoverable amount of the asset is estimated in order to determine whether impa&iximentVhere

the asset does not generate cash flows that are independent from other assets, the Company estimates the
recoverable amount of the cagénerating unit to which the asset belongs.

The recoverable amoundf an asseis the higher of fair vale less costs to sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value, tsixng a pre
discount rate that reflects current market assessments of the time value of money and the rigksspecif

the asset for which estimates of future cash flows have not been adjustedcash flows used in the
impairment assessment require management to make assumptions and estimates about recoverable
reserves, production quantities, future commodity gmjicoperating costs and future development costs.
Changes in any of the assumptions, such as a downward revision in reserves, a decrease in future
commodity prices or an increase in operating cost
value.

If the recoverable amount of an asset or cash generating unit is estimated to be less than its carrying
amount, the carrying amount is reduced to the recoverable amount. Impairment is recognized immediately
in the condensedconsolidatednterim statemat of loss andcomprehensive loss. Where an impairment
subsequently reverses, the carrying amount is increased to the revised estitmatearfverable amount

but only to the carrying value that would have beecordedif no impairment had previously be
recognized. A reversal is recognized as a reduction in the impairment charge for the period.

Financial instruments

Financial instruments consist of financial assets and financial liabilities and are initially recognized at fair
valug net of transaction costs if applicable. Measurement in subsequent periods depends on whether the
financial instrument is classified as heétdmaturity, loans and receivables, fair value through profit or loss
(AFVTPL 0) -for-sale, ariothea fimdcial liabilities.

Held to maturity investments and loans and receivables are measweubrtized cost, with amortization

of premiums or discounts, losses and impairment included in current period interest income or expense.

Financial assets and liabilities are classified as FVTPL when the financial instrument is held for trading or

aredesignated as FVTPL. Financial instruments at FVTPL are measured at fair market value with all gains

and losses included in operations in the period in which they arise. Avditasdale financial assets are

measured at fair market value with revaloatigains and losses included in other comprehensive income

until the asset is removed from the balance sheet, and losses due to impairment are included in operations.

All other financial assets and liabilities, except for cash and cash equivalentgria atzamortized cost.

The Companyédés financial instruments are

1 Cash, classified as FVTPL and measured at fair value

1 Trade and othareceivabls, classified as loans and receivables and measured at amortized cost

1 Accounts payable, accrued expense® tusenior officer, convertible debentures and {tarm
debt, classified as other financial liabilities and measured at amortized cost

11
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MCW ENERGY GROUP LIMITED
Notes to theCondense@onsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

The recorded values of casigcounts receivableccounts payableaccrued expensemnd due tcsenior
officer approximate their fair values based on their short term nature. The recorded valapsgeofible
debentures anldng-term debt approximate their fair valuehenthe interestratesof the debtapproximate
market rates.

In accordance with industry practice, the Company inclasesuntsn current assets and current liabilities
for current maturities receivable or payable under contracts which may extend beyond one year.

The Company classifies and discloses fair value measurements based odev¢higerarchy:
1 Level 17 inputs are unadjusted quoted prices in active markets for identical assets or liabilities;
91 Level 27 inputs other than quoted prices in Level 1 e observable for the asset or liability,
either directly or indirectly; and
91 Level 37 inputs for the asset or liability that are not based on observable market data.

Provisions

Provisions are recorded when a present legal or constructive obligxigts as a result of past events
where it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, and a reliable estimate of the amount of the obligation can be made.

The amount recognized as a yigion is the best estimate of the consideration required te sie¢tlpresent
obligation at thecondensedaonsolidatednterim statement of financial position date, taking into account

the risks and uncertainties surrounding the obligation. Where asmovs measured using the cash flows
estimated t®ettle the present obligation, its carrying amount is the present value of those cash flows. When
some or all of the economic benefits required to settle a provision are expected to be recoveredrdom a thi
party, the receivable is recognized as an asset if it is virtually certain that reimbursement will be received
and the amount receivable can be measured reliadler time, the discounted provision is increased for

the change in present value basedhendiscount rates that reflect current market assessments and the risks
specific to the liability. The periodic unwinding of the discount is recognized incthelensed
consolidatednterim statement of loss as part of interest expense.

When the provign liability is initially recognized, the present value of the estimated costs is capitalized by
increasing the carrying amount of the related asset to the extent that it was incurred as a result of the
development or construction of the asset. Addilignavisions which arise due to further development or
construction of assets are recognized as additions or charges to the corresponding asset and provisions
when they occur.

Changes in the estimated timing of provisions or changes to the estimated dostis are dealt with
prospectively by recognizing an adjustment to the provision and a corresponding adjustment to the asset to
which it relates. Any reduction in the provision and, therefore, any deduction from the asset to which it
relates may not exed the carrying amount of that asset. If it does, any excess over the carrying value is
recognized immediately in theondensedonsolidatednterim statement of loss.
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MCW ENERGY GROUP LIMITED
Notes to theCondense@onsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Incometaxes

V)

Provisions for income taxes consist of current and deferred tax expenseegwbrded in operations.

Current tax expense is the expected tax payable on the taxable income for the period, using tax rates
enacted or substantively enacted at the enchefperiod, adjusted for amendments to tax payable for
previous years.

Deferred tax assets and liabilities are computed using the asset and liability method on temporary
differences between the carrying amounts of assets and liabilities @ontiensedtonsolidatednterim
statement of financial position and their corresponding tax values, using the enacted or substantially
enacted, income tax rates at eadndensecconsolidatedinterim statement of financial position date.
Deferred tax assets also riéduom unused losses and other deductions carried forward. The valuation of
deferred tax assets is reviewed on a regular basis and adjusted to the extent that it is not probable that
sufficient taxable profit will be available to allow all or part of tteferred income tax asset to be utilized

by use of a valuation allowance to reflect the estimated realizable amount.

Comprehensiveincome orloss

Other comprehensive income or loss is the change in net assets arising from transactions and tsther even
and circumstances from nawner sources. Comprehensive income comprises net income or loss and
other comprehensive income or loss. Financial assets that are classified as deailediee will have
revaluation gains and losses included in other gehgnsive income or loss until the asset is removed
from thecondensedonsolidatednterim statement of financial positiomt present, the Company has no

other comprehensive income or loss.

(m) Earnings per share

(n)

Basic earnings per share is computeddlwding net incomeor lossattributable tocommon shareholders
of the Companyy the weighted average number of comrabareutstanding during the period.

Diluted earnings per share ietermined by adjusting net income or loss attributable to common
shareholders of the Company and the weighted average number of common shares outstanding by the
effects of potentially dilutive instrumenti§ such conversion wdd decrease earnings peiasé.

Share-basedpayments

The Companymay grant share purchaseptions to directors, officers, employeasd others providing
similar services.The fair value othese share purchasptions is measured at grant date using the Black
Scholes option ficing model taking into account the terms and conditions upon which the options were
granted Sharebased compensation expensaecognized over the period during which the options, vest
with a corresponding increase in equity.

The Company may also graequity instruments to consultants and other parties in exchange for goods and
services. Such instruments are measured at the fair value of the goods and services received on the date
they are received and are recorded as dshased payment expense hwia corresponding increase in

equity. If the fair value of the goods and services received are not reliably determinable, their fair value is
measured by reference to the fair value of the equity instruments granted.

13




(0)

(9)

(@)

MCW ENERGY GROUP LIMITED
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February 29, 2016
Expressed in US dollars

SIGNIFICANT ACCOUNTING POLICIES (continued)
Reclamationand restoration obligations

Liabilities related to environmental protection and reclamatimsts are recognized when the obligation is
incurred and the fair value of the related costs lsameasonably estimated. This includes future site
restoration and other costs as required due to environmental law or conRactamation andestoration
obligations are determined by discounting the expected future cash outflows for reclamatiestaation

at a pretax rate that reflects current market assessments of the time value of money

Comparative amounts

The comparative amounts presented in themedensedconsolidatedinterim financial statements have
been reclassified where necesdargonform to the presentation used in the cunpeniod

New accounting standards and interpretations

The following is a summary of new standards, amendments and interpretations that have been issued but
not yet adopted in these condensed condelitianterim financial statements as of the date of their
approval:

0] I FRS 7, Financial I nstr uamendmsnts Di scl osures (il

The amendments to IFRS 7 provide clarification on when an entity has a continuing involvement in a
financial asset. Thamendments also provide clarification of disclosure requirements in condensed interim
financial statements when offsetting financial assets and financial liabilities. These amendments are
effective for annual periods beginning on or after January 1, 2016.

(i) |l FRS 9, Financi al I nstruments (Al FRS 90)

IFRS 9 uses a single approach to determine whether a financial asset is measured at amortized cost or fair
value, replacing the multiple classification options in IAS 39. The approach in IFRS 9 isdmaked an

entity manages its financial impairment methods in IAS 39. The effective date for application of IFRS 9
was revised from annual periods beginning on or after January 1, 2015, to annual periods beginning on or
after January 1, 2018, with earl@doption permitted.

(iii) I FRS 11, Joint Arr aamgndmeaetsats (Al FRS 110)

The amendments to IFRS 11 provide guidance on the accounting for acquisition of interests in joint
operations constituting a business. The amendments require all such transadt®ascounted for using

the principles on business combination accounting in IFRS 3, Business Combinations and other IFRS
standards except where those principles conflict with IFRS 11. These amendments are effective for annual
periods beginning on offtar January 1, 2016.

(iv) | FRS 15, Revenue from contracts with customers
IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is
recognized. It replaces existing revenue recognition guidance, includ®gl8 Revenug IAS 11

Construction Contractand IFRIC 14Customer Loyalty ProgrammesIiFRS 15 is effective for annual
periods beginning on or after January 1, &04ith early adoption permitted.
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MCW ENERGY GROUP LIMITED

Notes to theCondensedonsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

SIGNIFICANT ACCOUNTING POLICIES (continued)

New accounting standards and interpretationgcontinued)

(v) | FRS 16, Leases (Al FRS 160)

IFRS 16 specifies how to recognize, measure, present and disclose leases. The standard provides a single
lessee model, requiring lessees to recognize assets anitid@lidr all leases unless the lease term is 12
months or less or the underlying asset has a low value. Lessors continussify dases as operating or

finance. IFRS 16 is effective for annual period beginning on or after January 1, 2019.

(vi) IAS1,Pesentation of Fi naneamandmeBtt at ements (Al AS

The amendments in IAS 1 clarify financial statement disclosure and presentation requirements. These
amendments are effective for annual periods beginning on or after January 1, 2016.

(vii) IAS7,Stae ment of Cash -&demdwents( Al AS 70)

The amendments in IAS 7 require additional disclosure of changes in liabilities arising from financing
activities. These amendments are effective for annual periods beginning on or after January 1, 2017.

(viil) I1AS12 I ncome TaxenendnéntsAS 120)

The amendments in IAS 12 clarify the recognition of deferred tax assets for unrealized losses. These
amendments are effective for annual periods beginning on or after January 1, 2017.

(ix) IAS 16, Property, PlantanE q ui p me nt i(améndntentsl 6 0 )

The amendment to IAS 16 provides clarification of acceptable methods of depreciation and amortization.
These amendments are effective for annual periods beginning on or after January 1, 2016.

(x) IAS 34, Interim financialre por t i ng -@nehdménts3 4 0)

The amendment to IAS 34 provides clarification of disclosures required in interim financial statements.
These amendments are effective for annual periods beginning on or after January 1, 2016.

(xi) IAS 38, Intangible Assetsi{| A S -anBeadments

The amendment to IAS 38 provides clarification of acceptable methods of depreciation and amortization.
These amendments are effective for annual periods beginning on or after January 1, 2016.

The Company is currently assessing timpact that these new and amended standards will have on the
condensed consolidated interim financial statements.
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MCW ENERGY GROUP LIMITED

Notes to theCondensedonsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

4. DISCONTINUED OPERATION S

(a) Branded Reseller Distribution Agreements and associated liabilities

(b)

(€)

On December 17, 2014he Companyompleted the saléNote 1)of its Branded Reseller Distribution

Agreements (Note I{a)) and associated liabilities, which fomdt he basi s of the Conmpa

distribution operating segmeahd the operations of MCWHFManagement decided to sell these assets and
liabilities in early September 2014 because of the changes in this indusitl resuled in strongly
negative trends and following a strategic decision to place a greater focus on the construction of the
Conpanybds oil extraction facility in Utah.

The operations associated with tBranded Reseller Distribution Agreements and associated liabilities
have been reclassifieth the comparative condensedconsolidatedinterim statements ofloss and
comprehensivdoss and cash flows to disclose the discontinued operations sdpaftaie continuing
operations.

Gas station

On January 26, 2015, the Company entered into an agreement to sell the gas station property and business

(Notes 10(a) and 11(c)), whichareparbof t he Companyods fuel dBefere thd but i on

completion of the salef these asset® an unrelated third pargn May 22, 2015,he assets were sold as
part of the sale of MCWF tthve Chair of the Board of Directorsf the Company on May 13, 2015 (Note 1
and 4(c))

MCW Fuels, Inc.

On May 13, 2015, the Company sdoldt s 100% owner ship intereswwthei n MCW

Chair of the Board of Directors of the Company for a nominal amount and the assunfpélrthe
outstanding liabilities of MCWHKNote 1) Concurrently with the sale of MCWF, the Company settled an
amount owing to MCWFor 9,200,000 common share$ the Companyt a deemed price ofAD $0.74

per shareFollowing the sale of substantiallylal o f MCWFb6s assets, MCWF had
significantly more outstanding liabilities. The Company decided to sell MCWF to limit its exposure to
these outstanding liabilities and to focus its efforts on the operations of MCWO.

The operationsssociated with MCWF have been reclassified in the comparative condensed consolidated

interim statements of loss and comprehensive loss and cash flows to disclose the discontinued operations
separately from cdimuing operations.
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MCW ENERGY GROUP LIMITED
Notes to theCondense@onsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

4. DISCONTINUED OPERATIONS (continued)

(d) Results of discontinued operations

The results of the Companyds fuel distribution ope

discontinued operations for the three and six months ended February 28, 20®nipbaents of the
results of the discontinued operations for the three and six months ended February 28, 2015 are as follows:

Three months ended Six months endec

Februay 28, February 28,

2015 2015

Revenues $ 10,340,048 $ 117,467,158

Expenses 11,795,611 119,253,302

Gain on sael of assets (4,342,911) (4,342,911

Loss From Operations 2,887,348 2,556,767

Provision for income taxes - -

Operating Loss from Discontinued Operations 2,887,348 2,556,767
Gain on sale of assets

Gain from Discontinued Operations 2,887,348 2,556,767

5 CASH

The Company considers all highly liquid instruments purchased with a matuthyeeimonths or less to

be cash equivalent®rior to the sale of MCWFhe Company also had a trust account in which funds from
the processing of retail operator credit card transacti@ns deposited and used to pay for fuel purchases
for the retailoperators.

6. TRADE AND OTHER RECEIVABLES

The Companyédés trade and other receivables consi st

February 29, August 31,

2016 2015

Goods and services tax receivable $ 108,655 $ 90,997
Other receivables - 355
$ 108,655 $ 91,352

I nformation about the Companyds exposure to credi

Note 24(a)(i).
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MCW ENERGY GROUP LIMITED
Notes to theCondense@onsolidatednterim Financial Statements

February 29, 2016
Expressed in US dollars

INVEN TORY
February 29, August 31,
2016 2015
Raw Materials
Crushed ore inventory $ 178,517  $ 186,080
Finished Goods
Bitumen/Condensate blend 4,008 -
Consumables
Consumables 28,455 -
$ 210,980 $ 186,080

On May 23, 2012, the Company entered iatdive-year agreement with TME Asphalt Ridge, LLC

( A T MEob the purchaseof crushed oreasf e ed st oc k f o roil axthaetionGagility ey 6 s
agreement requires the Company to purchase 100,000 tons of crushed ore fop&l&during the first
calendaryearand aminimum of 100,000 tonper year at a rate of approximately 8,333 tons per nfonth
$20.60 per ton, subject to certaingariadjustment provisionafter the first year.

Based on the agreemettie Company hhcommitted to purchasg an additionaB97,916tons of crushed
ore for$7,923,312by February 29, 2016August 31, 2057 347,917tons for $,893,333. As atFebruary
29, 2016, the Company hadctuallypurchased 8,750tons of crushed ore f&200,000(August 31, 20% i
18,750tons for £00,000)

ADVANCED ROYALTY PAYMENTS
Advance royalty payments to Asphalt Ridge, Inc.

During the year ended August 31, 2015, @mmpany acquired TMC Capital, LL.@vhich has amining

and mineral lease with Asphalt Ridge, Inc. (Mdteand9(b)). The mining and mineral lease with Asphalt

Ridge, Inc. requires the Company to make the following advance royalty payments: $100,000 on the
execution of the lease, $68,750 for lease quarters 2 to 4, $125,000 for lease quarters 5 to 24 and $750,000
per year thereafter. The advance royalty payments can be used to offset future production foyalties
maximum of two years following the yetire advance royalty payment was made.

On October 1, 2015, the Company and Asphalt Ridge, Inc. amended the advance royalty payments in the
mining and mineral lease agreement. All previous advance royalty payments required under the original
agreement wer deemed to be paid in full. The amended advance royalty payments required are: $60,000
per quarter from October 1, 2015 to September 30, 2017, $100,000 per quarter from October 1, 2017 to
June 30, 2020 and $150,000 per quarter thereafter.

As at August 3, 2015, the Company had padvance royalties ¢#881,250ard a further $20,000 was
paid during thesix months endedrebruary 29, 20180 the lease holde As atFebruary29, 2016, the
Companyexpecs to offset $121,7060f these advance royalties aggi production royaltiesvithin one
year.

During the six months endedrebruary 29 2016, $3,479 of advanced royaltiesvere offset against
production royaltiesand $£29,8540f advanced royalty payments that have pet been offset against
production royales expired These amounts have been recognized in cost of goods sold on the condensed
consolidated interim statement of loss and comprehensive loss.
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February 29, 2016
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ADVANCED ROYALTY PAYMENTS (continued)
Unearned advance royalty payments from Blackrock Petroleum|nc.

During the year ended August 31, 2015, the Company entered into a sublease agreement with Blackrock
Petrol eum, | npursuarit  BRhich it reaeived &130)000 of unearned advance royalties
sublease is for a portion of the mining and mineral lease with Asphalt Ridg€@\tie9(b)). The term of

the sublease agreement is until December 31, 2018 and it requires Blackrock to make certain advance
royalty payments to the Company

MINERAL LEASE S
MCW mineral lease

On December 29, 2010, the Company acquired a mi
1,138 acres in Uintah County, Utah, for the extraction of bituminous or asphaltic sands (tar sands). The
MCW Mineral Lease is alid until August 11, 2018 and has rights for extensions based on reasonable
production.

The MCW Mineral Lease requires annual maintenance fees of approximately $14,000 and is subject to a
production royalty payable to the lessor of 8% of the markee picfuture products produced from the
MCW Mineral Lease. This royalty may be increased to 12.5% after a minimum of 10 years of production.

On thechange in the intended use of €W mineral lease durinthe year ended August 31, 2014e
Company redeced the carrying value of thHCW mineral lease tostnet recoverable value of $nil.

TMC mineral lease

On June 1, 2015, the Company acquired TMC Capital, (L& T M (Not¢ 1). TMC lolds a mining and
mineral leasesublasedfrom Asphalt Ridge, Ing.on the Asphalt Ridge property located in Uintah County,
Utah (the ATMC Mineral Leaseo).

The primary term of theTMC Mineral Leasds from July 1, 2013to July 1, 2018. During the primary
term, the Company must meet certain requirements forpmiducton. After July 1, 2018the TMC
Mineral Lease will remain in effect as long as certain requirementslfproduction continue to be met by
the Company. If the Company fails to meetstheequirements, the lease will automatically tarate 90
days afer the calendayear in which the requiremendsenot met. In addition, the Company is required to
make certain advance royalty payments to the lessor (Naje &he TMC Mineral Leaswassubject to a
10% royalty for the first 3 years and varying parages thereafter based on the price of oil. An additional
1.6% royalty is payable to the previous lessaiethe TMC Mineral Lease. The TMC Mineral Leasso
requiredthe Company to makminimum expenditures on the property of $1,000,000 for theJiggtars,
increasing to $2,000,000 for the next 3 years.

On October 1, 2015, the Company amended the TMC Mineral Lease. The requirements for oil extraction
were deferred until July 1, 2016 and were expanded to include oil extraction completed on the MCW
Mineral Lease as well. The advance royalty payments required under the TMC Mineral Lease were also
amended (Note 8(a)). Production royalties were amended to 7% until June 30, 2020 and a varying
percentage thereafter, based on the price of oil. Minimxperaitures were amended to $1,000,000 per
year until June 30, 2020 and $2,000,000 thereafter if certain operational requirements for oil extraction are
not met.
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MINERAL LEASE S (continued)
TMC mineral lease (continued)

The accumulated costscurredon the TMC Mineral Lease are:

February 29, August 31,
2016 2015
Mineral lease acquisition cost $ 11,091,388 $ 11,091,388

$ 11,091,388 % 11,091,388

PROPERTY, PLANT AND EQUIPMENT

Oil Other

Buildings and Extraction Plant under  Property and

Improvements Land Plant construction Equipment Total
Cost
August 31, 2014 $ 540,000 $ 1,200,000 $ - $11,436,401 $ 325,207 $13,501,608
Additions - - 4,685,961 336,629 5,022,590
Disposal (Note 4(c)) (540,000) (1,200,000) - (325,207) (2,065,207
August 31, 2015 - - 16,122,362 336,629 16,458,991
Additions - - 304,328 14,336 318,664
Transfer of plant under construction - - 16,117,722 (16,117,722) - -
February 29, 2016 $ - $ - $16,117,722 $ 308,968 $ 350,965 $16,777,655
Accumulated Amortization
August 31, 2014 $ 35,100 $ - $ - - $ 325207 $ 360,307
Additions 17,550 - - - 14,430 31,980
Disposal (Note 4(c)) (52,650) - - - (325,207) (377,857
August 31, 2015 - - - - 14,430 14,430
Additions - - 537,371 - 26,468 563,839
Transfer of plant under construction - - - - - -
February 29, 2016 $ - $ - $ 537371 % - $ 40,898 $ 578,269
Carrying Amount
August 31, 2014 $ 504,900 $ 1,200,000 $ - $11,436,401 $ - $13,141,301
August 31, 2015 $ -3 - $ - $16,122,362 $ 322,199 $16,444,561
February 29, 2016 $ -8 - $15,580,351 $ 308,968 $ 310,067 $16,199,386

Gas stationasset

On August 15, 2013, the Company acquired a Vateemded gas station and mimart in Thousand Oaks,
Californaf r om Dal ex I nvestments, Il nc. (ADal exo0) , an e
controlled by one (two at the date of transfer) of
reduction of executive officer loans outdiégng. On January 26, 2015, the Company entered into an
agreement to sell the gas station property and business to an unrelated third party on May.22, 2015
However, prior to thathe assets were sold as part of the sale of MCWF to the Chair of the Bdhed o

Company on May 13, 2015 (Note 1 and 4(c)).
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PROPERTY, PLANT AND EQUIPMENT (continued)
Oil Extraction Plant and Plant under construction

In June 2011the Company commenced the developmeninddibextraction facility on itaminerallease in

Uintah, Utah and entered into construction and equipment fabrication contracts for this pubpose.
September 1, 2015, the Company started commercial production of hydrocarbon products for resale to third
parties. The Companyis amortiang the cost of costruction over 15 years frotthe commencement of
production.

Costs of construction includecapitalized borrowing coster the six months endedrebruary 292016 of

$nil (six months endedFebruary 282015 - $267,830, as the plant was commissathon September 1,
2015 and is now fully operational Total borrowing costs included in the cost of construction as at
February29, 2016 are$1,974,580August 31, 20% - $1.974,580.

In September 2015, the Company started an expansion project on theramtien facility to increase
production from an estimated 250 barrels per day to 500 barrels per day. These costs are being capitalized
and will be amortized over a period of 15 years from the commencement of the increased production
capacity.

INTAN GIBLE ASSETS
Branded
Reseller Qil

Distribution Extraction

Agreement Technology Goodwill Total
Cost
August 31, 2014 5,509,383 735,488 960,000 7,204,871
Additions 192,660 - - 192,660
Impairment charges (123,970) - (512,550) (636,520
Disposal (Note 4(a) (c)) (5,578,073) (447,450) (6,025,523
August 31, 2015 and Februz
29, 2016 $ - $ 735488 $ - $ 735,488
Accumulated Amortization
August 31, 2014 1,164,215 - - 1,164,215
Impairment charges (23,667) - - (23,667)
Disposal (Note 4(a)) (1,140,548) - - (1,140,548
August 31, 2015 - - - -
Additions - 24,516 - 24,516
February 29, 2016 $ - 8 24516 % - 8 24,516
Carrying Amounts
August 31, 2014 $ 4,345,168 $ 735488 $ 960,000 $ 6,040,656
August 31, 2015 $ - $ 735488 $ - $ 735,488
February 29, 2016 $ - $ 710972 $ - $ 710,972
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INTANGIBLE ASSETS (continued)

Branded resellerdistribution agreements

In December 2014, the Company sold its Branded Reseller Distribution Agreements and associated
liabilities (Note 4(a)).

The Company hd entered into agreements with various retailers whereby it reteixelusive fuel
distribution right¢o and minimum fuel purchassmmitments from thesetailers The acquisition costs
of these agreements, including funds providedetailersto operde under certain brand namesgere
capitalized andvere amortized over the contractual life of the agreements on a stliaigh@asis.

During thesix months endedFebruary29, 2016, the Company recorded impairment chargé $nil (six
months endedrebrwary 28 2015 - $58,167)in the condensedonsolidatednterim statement ofossto
recognizeearly termination of certain branded reseller distribution agreements agdiuce their carrying
values taheexpected recoverable amounts.

Oil extraction technology

During the year ended August 31, 2012, the Company acqaicksedloop solvent based oil extraction
technology which facilitates the extraction of oil from a wide range of bituminous sands and other
hydrocarbon sediments. The Compdras filked patents on this technology in the USA and Canada and
intends to employt in its oil extraction facilitycurrently under constructiomhe Companyxommenced
commercial production from its Oil Extraction plant on September 1, 2015 and is amortizoogtio¢ the
technology over fifteen yearthe expected life of theil extractionfacility.

Goodwill

The Companycquiredgoodwill during the year ended August 31, 2@t3he acquisition of a gas station
from executive directors

On January 26, 2015, the Company entered into an agreement to sell the gas station property and business
to an unrelated third pariNote 4(b)). Before, the completion of the expected sale of these asstis
unrelateahird party on May 22, 2013heassets were sold as part of the sale of MCWiRecChair of the

Board of Drectors of the Company on May 12015 (Note 4(c)).

ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payablas atFebruary29, 2016and August 31, 2016onsist primarily ofamounts outstanding
for construction of the oil extraction facility and other operating expehs¢sre due on demand

Accrued expenses as Bebruary 29 2016 and August 31, 2015 consigirimarily of other operating
expenseand interest accruals dong-term debtNote 13)and convertible del{fNote 14).

I nformation about the Commduldedindoteeldcposure to | i qui diji
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