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1) Introduction 
 
¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƳŀƴŀƎŜƳŜƴǘΩǎ ŘƛǎŎǳǎǎƛƻƴ ŀƴŘ ŀƴŀƭȅǎƛǎ όάMD&Aέύ ƻŦ ǘƘŜ ŦƛƴŀƴŎƛŀƭ Ǉƻǎƛǘƛƻƴ ŀƴŘ ǊŜǎǳƭǘǎ of operations 
of a/² 9ƴŜǊƎȅ DǊƻǳǇ [ƛƳƛǘŜŘ όάMCWέΣ ƻǊ ǘƘŜ άCompanyέύ ǿŀǎ ǇǊŜǇŀǊŜŘ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ ǊŜǉǳƛǊŜƳŜƴǘǎ 
of National Instrument 51-102 ς Continuous Disclosure Obligations by management of the Company on April 29, 
2016 and should be read in conjunction with the audited consolidated financial statements and notes thereto for 
the years ended August 31, 2015 and 2014. References to άMCWέ ŀƴŘ ǘƘŜ άCompanyέ ƘŜǊŜƛƴ ǊŜŦŜǊ ǘƻ ǘƘŜ 
Company and its subsidiaries taken as a whole. 

 

The condensed consolidated interim financial statements for the three and six months ended February 29, 2016 
and any comparative information presented therein, have been prepared in accordance with International 
Financial RŜǇƻǊǘƛƴƎ {ǘŀƴŘŀǊŘǎ όάIFRSέύ ŀǎ ƛǎǎǳŜŘ ōȅ ǘƘŜ LƴǘŜǊƴŀǘƛƻƴŀƭ !ŎŎƻǳƴǘƛƴƎ {ǘŀƴŘŀǊŘǎ .ƻŀǊŘ όάIASBέύ ŀƴŘ 
ƛƴǘŜǊǇǊŜǘŀǘƛƻƴǎ ƻŦ ǘƘŜ LCw{ LƴǘŜǊǇǊŜǘŀǘƛƻƴǎ /ƻƳƳƛǘǘŜŜ όάIFRICέύ ŀǎ ƻŦ !ǇǊƛƭ 29, 2016. 

 
All dollar figures in this management discussion and analysis are presented in United States dollars unless 
otherwise indicated. 

 
As a result of a recent corporate reorganization ŀƴŘ ŀƴ ŀƎǊŜŜƳŜƴǘ ǘƻ ŘƛǎǇƻǎŜ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƛƴǘŜǊŜǎǘ in MCW 
CǳŜƭǎΣ [[/ όάMCW FuelsέύΣ which was effective May 13, 2015 and for which regulatory approval was received on 
June 19, 2015, as of the date hereof the Company has one wholly-owned subsidiary, MCW Energy CA, Inc. 
όάMCW Energy CAέύΣ ŀ /ŀƭƛŦƻǊƴƛŀ ŎƻǊǇƻǊŀǘƛƻƴΣ ǿƘƛŎƘ Ƙŀǎ ǘǿƻ wholly-owned active subsidiary companies, MCW 
Oil Sands Recovery, LL/ όάMCW Oil Sandsέύ ŀƴŘ ¢a/ /ŀǇƛǘŀƭΣ [[/ όάTMCέύΦ 

 

On May 13, 2015, ǘƘŜ /ƻƳǇŀƴȅΩǎ wholly owned subsidiary, MCW Energy CA, entered into an agreement with 
Aleksandr Blyumkin (άBlyumkinέύΣ ŀƴ ƻŦŦƛŎŜǊ ŀƴŘ ŘƛǊŜŎǘƻǊ ƻŦ ǘƘŜ Company, wherein the Company agreed to sell 
its ownership interest in MCW Fuels in exchange for (i) an indemnity in favour of MCW from any and all liabilities 
that may arise as a result of the CompanyΩǎ prior ownership and operation of MCW Fuels, and (ii) the conversion 
by MCW Fuels of its unsecured demand no interest promissory note in the amount of $5,685,057 due from MCW 
into 9,200,000 common shares of MCW at a deemed price of CAD$0.74 per share. 

 
MCW CA acquired all the membership interests in TMC, effective June 1, 2015, after final approval for the 

transaction was obtained from the ¢{· ±ŜƴǘǳǊŜ 9ȄŎƘŀƴƎŜ όǘƘŜ άTSXVέύ ƻƴ {ŜǇǘŜƳōŜǊ фΣ нлмр, for a total cost 

of $10,000,000. The purchase price was settled by the issue of two five year unsecured promissory notes which 
bear interest at 5% per annum and mature on May 31, 2020. 

 

The Company is now focused entirely on developing its oil sands extraction business and related mining interests. 
 
!ŘŘƛǘƛƻƴŀƭ ƛƴŦƻǊƳŀǘƛƻƴ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅ Ƴŀȅ ōŜ ŦƻǳƴŘ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǿŜōǎite at 
www.mcwenergygroup.com and on SEDAR at www.sedar.com. 

 
 

 

 

 
 

http://www.mcwenergygroup.com/
http://www.sedar.com/
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Cautionary Note Regarding Forward-Looking Information  
 
This MD&A contains certain forward-looking information and forward-looking statements, as defined in applicable 
securities laws (collectively ǊŜŦŜǊǊŜŘ ǘƻ ƘŜǊŜƛƴ ŀǎ άŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎέύΦ ¢ƘŜǎŜ ǎǘŀǘŜƳŜƴǘǎ ǊŜƭŀǘŜ ǘƻ ŦǳǘǳǊŜ 
ŜǾŜƴǘǎ ƻǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦǳǘǳǊŜ ǇŜǊŦƻǊƳŀƴŎŜΦ !ƭƭ ǎǘŀǘŜƳŜƴǘǎ ƻǘƘŜǊ ǘƘŀƴ ǎǘŀǘŜƳŜƴǘǎ ƻŦ ƘƛǎǘƻǊƛŎŀƭ ŦŀŎǘ ŀǊŜ ŦƻǊǿŀǊŘ-
looking statements. Often, but not always, forward-looking statements can be identified by the use of words such as 
άǇƭŀƴǎέΣ άŜȄǇŜŎǘǎέΣ άƛǎ ŜȄǇŜŎǘŜŘέΣ άōǳŘƎŜǘέΣ άǎŎƘŜŘǳƭŜŘέΣ άŜǎǘƛƳŀǘŜǎέΣ άŎƻƴǘƛƴǳŜǎέΣ άŦƻǊŜŎŀǎǘǎέΣ άǇǊƻƧŜŎǘǎέΣ 
άǇǊŜŘƛŎǘǎέΣ άƛƴǘŜƴŘǎέΣ άŀƴǘƛŎƛǇŀǘŜǎέ ƻǊ άōŜƭƛŜǾŜǎέΣ ƻǊ ǾŀǊƛŀǘƛƻƴǎ ƻŦΣ ƻǊ ǘƘŜ ƴŜƎŀǘƛǾŜǎ ƻf, such words and phrases, or 
ǎǘŀǘŜ ǘƘŀǘ ŎŜǊǘŀƛƴ ŀŎǘƛƻƴǎΣ ŜǾŜƴǘǎ ƻǊ ǊŜǎǳƭǘǎ άƳŀȅέΣ άŎƻǳƭŘέΣ άǿƻǳƭŘέΣ άǎƘƻǳƭŘέΣ άƳƛƎƘǘέ ƻǊ άǿƛƭƭέ ōŜ ǘŀƪŜƴΣ ƻŎŎǳǊ ƻǊ 
be achieved.  
 
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause 
actual results to differ materially from those anticipated in such forward-looking statements. The forward-looking 
statements in this MD&A speak only as of the date of this MD&A or as of the date specified in such statement. 
Specifically, this MD&A includes, but is not limited to, forward-looking statements regarding: the validation of and 
ŎƻƳƳŜǊŎƛŀƭ Ǿƛŀōƛƭƛǘȅ ƻŦ a/²Ωǎ 9ȄǘǊŀŎǘƛƻƴ ¢ŜŎƘƴƻƭƻƎȅ όŘŜŦƛƴŜŘ ōŜƭƻǿύΤ ǘƘŜ ŀōƛƭƛǘȅ ƻŦ ǘƘŜ 9ȄǘǊŀŎǘƛƻƴ ¢ŜŎƘƴƻƭƻƎȅ ǘƻ 
commence commercial production; the environmental friendliness of the Extraction Technology; the bbl./d capacity 
of the Extraction Technology; the schedule for certain events to occur and production to commence; capital efficacy 
and economics of the Extraction Technology; completion of certain acquisitions; potential of MCW's properties to 
contain reserves; MCW's ability to meet its working capital needs; the plans, costs, timing and capital for future 
exploration and development of MCW's property interests, including the costs and potential impact of complying 
ǿƛǘƘ ŜȄƛǎǘƛƴƎ ŀƴŘ ǇǊƻǇƻǎŜŘ ƭŀǿǎ ŀƴŘ ǊŜƎǳƭŀǘƛƻƴǎΤ ƳŀƴŀƎŜƳŜƴǘΩǎ ƻǳǘƭƻƻƪ ǊŜƎŀǊŘƛƴƎ ŦǳǘǳǊŜ ǘǊŜƴŘǎΤ ǎŜƴǎƛǘƛǾƛǘȅ ŀƴŀƭȅǎƛǎ 
on financial instruments, which may vary from amounts disclosed; prices and price volatility for oil and gas; and 
general business and economic conditions. 
 
Inherent in forward-ƭƻƻƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎ ŀǊŜ ǊƛǎƪǎΣ ǳƴŎŜǊǘŀƛƴǘƛŜǎ ŀƴŘ ƻǘƘŜǊ ŦŀŎǘƻǊǎ ōŜȅƻƴŘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŀōƛƭƛǘȅ ǘƻ 
predict or control. These risks, uncertainties and other factors include, but are not limited to, oil and gas reserves, 
price volatility, changes in debt and equity markets, timing and availability of external financing on acceptable 
terms, the uncertainties involved in interpreting geological data and confirming title to properties, the possibility 
that future exploration results or the validation of technology will not be consistent with the Company's 
expectations, increases in costs, environmental compliance and changes in environmental and other local legislation 
and regulation, interest rate and exchange rate fluctuations, changes in economic and political conditions and other 
Ǌƛǎƪǎ ƛƴǾƻƭǾŜŘ ƛƴ ǘƘŜ ƻƛƭ ŀƴŘ Ǝŀǎ ƛƴŘǳǎǘǊȅΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘƻǎŜ Ǌƛǎƪ ŦŀŎǘƻǊǎ ƭƛǎǘŜŘ ƛƴ ǘƘŜ άwƛǎƪ CŀŎǘƻǊǎέ ǎŜŎǘƛƻƴ ōŜƭƻǿΦ 
Readers are cautioned that the foregoing list of factors is not exhaustive of the factors that may affect the forward-
looking statements. Actual results and developments are likely to differ, and may differ materially, from those 
expressed or implied by the forward-looking statements contained in this MD&A. Such statements are based on a 
number of assumptions that may prove to be incorrect, including, but not limited to, assumptions about the 
ŦƻƭƭƻǿƛƴƎΥ ǘƘŜ ŀǾŀƛƭŀōƛƭƛǘȅ ƻŦ ŦƛƴŀƴŎƛƴƎ ŦƻǊ a/²Ωǎ ŜȄǇƭƻǊŀǘƛƻƴ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ ŀŎǘƛǾƛǘƛŜǎΤ ƻǇŜǊŀǘƛƴƎ ŀƴŘ ŜȄǇƭƻǊŀǘƛƻƴ 
ŎƻǎǘǎΤ a/²Ωǎ ŀōƛƭƛǘy to retain and attract skilled staff; timing of the receipt of regulatory and governmental 
approvals for exploration and production projects and other operations; market competition; and general business 
and economic conditions. 
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2) Company Overview 

 

The Company is governed by the Business Corporations Act (Ontario) and has its registered office located at 181 
Bay Street, Suite 4400, Toronto, Ontario M5J 2T3 and its head office is located at Suite 300, 10100 Santa 
Monica Boulevard, Los Angeles, California 90025. 

 
¢ƘŜ ŎƻƳƳƻƴ ǎƘŀǊŜǎ ƻŦ a/² ŀǊŜ ƭƛǎǘŜŘ ƻƴ ǘƘŜ ¢{·± ǳƴŘŜǊ ǘƘŜ ǘǊŀŘƛƴƎ ǎȅƳōƻƭ άa/²έ ŀƴŘ ƻƴ ǘƘŜ h¢/v· ǳƴŘŜǊ 
the trading symbol άMCWEFέΦ 

 
As a result of a recent corporate reorganization and disposal of ǘƘŜ /ƻƳǇŀƴȅΩǎ entire interest in MCW Fuels, as 
of the date hereof the Company has one wholly-owned subsidiary, MCW Energy CA, which has two wholly-
owned active subsidiary companies, MCW Oil Sands and TMC, as reflected in the organizational chart below: 

 

 
 

 

MCW, through its wholly owned subsidiaries MCW Oil Sands and TMC, is in the business of oil sands mining and 
processing, through a plant using proprietary extraction technology to recover oil from surface mined bitumen 
deposits which is in the process of being completed on its property in Asphalt Ridge, Utah. MCW Oil Sands is 
based in Uintah, Utah. 

 

MCW also owns the intellectual property rights to a patent-ǇŜƴŘƛƴƎ ǇǊƻŎŜǎǎ όǘƘŜ άExtraction Technologyέύ ƻŦ 
extracting oil from oil sands utilizing a closed-loop solvent based extraction system, as more completely 
described below. 

  

MCW Energy Group Limited
Public Holding Company

MCW Energy CA, Inc.
(US Holding Company)

MCW Oil Sands 
Recovery, LLC

TMC Capital, LLC



MCW ENERGY GROUP LIMITED 
a!b!D9a9b¢Ω{ 5L{/¦{{Lhb !b5 ANALYSIS 
FOR THE THREE AND SIX MONTHS ENDED FEBRUARY  29, 2016 

Page | 5 

 

 

 
3) Business Activity 
 

Oil Sands Exploration and Development 
 

The Extraction Technology is performing as anticipated by the Company and, subject to the stabilization of oil 
prices, the technology is commercially viable, MCW has completed the first phase of its first extraction facility 
on the lease it owns in Asphalt Ridge, Utah. 

 
On December 29, 2010, MCW Fuels entered into an operating agreement, as the managing entity of operations 
of MCW Oil Sands, pursuant to which the Company contributed cash of $2,000,000 to MCW Oil Sands and 
Amerisands irrevocably assigned a lease for the extraction of bituminous or asphaltic sands (oil sands) to MCW. 
The term of the lease is for 10 years, expiring on August 11, 2018, with rights for extensions conditional on 
production. The lease is subject to an annual maintenance fee of approximately $14,000 and a production 
royalty payable to the lessor of 8% of the market price of products produced from the Lease. This royalty may 
be increased to 12.5% after a minimum of 10 years of production. Both parties have complied with the initial 
terms of the agreement. On September 30, 2014 Amerisands relinquished any ownership interest in the lease 
and MCW Oil Sands, which is now a single member LLC wholly owned by MCW Energy CA. 
 

In June 2011, the Company commenced the development of an oil sands extraction facility on the Lease and 
entered into construction and equipment fabrication contracts for this purpose. The initial facility is fully 
permitted and was expected to be completed in March 2013 but has encountered delays due to the need for 
additional financing. The Company has completed the first phase of the facility in September 2015 (previously 
reported 2014-2015), the Company will need to raise additional capital to complete the expansion of the 
production capacity of the facility and to fund ongoing operations.  The Company is currently amortizing the 
cost of construction over мр ȅŜŀǊǎ ŦǊƻƳ ŎƻƳƳŜƴŎŜƳŜƴǘ ƻŦ ǇǊƻŘǳŎǘƛƻƴΦ aŀƴŀƎŜƳŜƴǘΩǎ ŎǳǊǊŜƴǘ ŜǎǘƛƳŀǘŜ ƻŦ ǘƘŜ 
total cost of the facility, including the expansion of the production capacity of the facility, exclusive of 
capitalized borrowing costs and lease costs, is between $18 million and $19 million (increased from 
approximately $9.5 million) of which approximately $14.5 million was spent as of February 29, 2016. The 
operating agreement with Amerisands has been terminated and all construction is managed by MCW Oil Sands. 
 

Technology Development 
 

MCW continues to develop its operations by processing purchased native oil sands ore, as well as native oil 
sands ore produced through the mining operations of its recently acquired subsidiary (TMC) on a lease in 
Asphalt Ridge, Utah, using its patent-pending closed loop, continuous flow, anticipated scalable and 
environmentally safe Extraction Technology. The process will allow the extraction of hydrocarbons from a wide 
range of both "water-wet" and/or "oil-wet" oil sands deposits and other hydrocarbon sediment types.  

 

The Extraction Technology utilizes no water in the process, is anticipated to produce no greenhouse gas, 
requires no high temperature and/or pressure for the extraction process, and expects to extract up to 99% of 
all hydrocarbon content and recycle up to 99% of the solvents. The proprietary solvent composition consists of 
hydrophobic, hydrophilic and polycyclic hydrocarbons. It is expected to dissolve up to 99% of heavy 
bitumen/asphalt and other lighter hydrocarbons from the oil sands, and prevent their precipitation during the 
extraction process. Solvents used in this composition form an azeotropic mixture which has a low boiling point 
of 70 ς 75 C degrees and it is expected to allow recycling over 99% of the solvent. These features, in the event 
they produce as anticipated by the Company, make it possible to perform hydrocarbon extraction from oil 
sands at mild temperatures of 50 ς 60 degrees C, with no vacuum or/and pressure applied that would lead to 
high energy and economic efficiency of the extraction of oil from the overall oil sands extraction process. 
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Another key element of the MCW extraction process is applying its own extractor, based on a 
proprietary/patent- ǇŜƴŘƛƴƎ άƭƛǉǳƛŘ ŦƭǳƛŘƛȊŜŘ ōŜŘέ ǎƻƭǾŜƴǘ ŜȄǘǊŀŎǘƛƻƴ ǎȅǎǘŜƳ ŦƻǊ ōƛǘǳƳŜƴκƻƛƭ ŦǊƻƳ ƻƛƭ ǎŀƴŘǎ 
ŜȄǘǊŀŎǘƛƻƴΦ ! άƭƛǉǳƛŘ ŦƭǳƛŘƛȊŜŘ ōŜŘέ ǎǘȅƭŜ ǊŜŀŎǘƻǊ ƛǎ ŀƴticipated to provide continuous mixing of the (liquid) 
solvent and the solid ore particles. It is intended to allow a continuous flow process with optimal 
material/mass/energy balances. 
 
MCW has filed patent applications for elements of the Extraction Technology with both the USPTO in the United 
States and CIPO in Canada, as well as China and Russia, and intends to file patent applications worldwide with 
respect to the same elements in the future. 
 
On March 27, 2013, MCW entered into an intellectual proǇŜǊǘȅ ƭƛŎŜƴǎŜ ŀƎǊŜŜƳŜƴǘ ǿƛǘƘ ŀ ǇǊƛǾŀǘŜ ŀǊƳΩǎ ƭŜƴƎǘƘ 
Canadian company, TS Energy Ltd., which has agreed to act as the sole and exclusive licensee of the Extraction 
Technology within Canada and the Republic of Trinidad and Tobago. 
 
As of February 29, 2016, MCW has returned all rented utility systems and replaced them with its own purchased 
systems to increase the efficiency of the oil sands extraction facility. The water cooling system has been 
replaced with air cooling system for greater efficiency and economic benefits as well. The weatherization of the 
plant has been completed. Heat trace lines have been installed. Insulation of the pipe lines and important 
vessels has been performed. In April 2015, MCW purchased its own excavator and ally bucket to grind and load 
native oil sands ore into the feeding conveyor where the ore processing begins. 

 
Fuel Distribution Business 

 
MCW Fuels was engaged in the purchase and sale of unleaded and diesel land fuel products in California since 
1938, until the sale of that business on December 17, 2014. As a result of changes in this industry, the Company 
disposed of substantially all of the assets of the fuel distribution business for $6,087,198. Excluded from the sale 
were certain assets and liabilities of MCW Fuels, such as a gas station and associated goodwill, all accounts and 
notes receivable, prepaid expenses and deposits, all accounts payable, all interest in any real property leased or 
owned and all intellectual property rights related to the name άMCWέΦ 

 
On January 26, 2015, the Company entered into an agreement to sell a gas station property and business, which 
ǿŀǎ ǇŀǊǘ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦǳŜƭ ŘƛǎǘǊƛōǳǘƛƻƴ ƻǇŜǊŀǘƛƴƎ ǎŜƎƳŜƴǘΦ ¢ƘŜ ǎŀƭŜ was completed on May 22, 2015. 
 
On May 13, 2015, ǘƘŜ /ƻƳǇŀƴȅΩǎ wholly owned subsidiary, MCW Energy CA, entered into an agreement with 
Blyumkin, wherein the Company agreed to sell its ownership interest in MCW Fuels in exchange for (i) an 
indemnity in favour of MCW from any and all liabilities that may arise as a result of the CompanyΩǎ prior 
ownership and operation of MCW Fuels, and (ii) the conversion by MCW Fuels of its unsecured demand no 
interest promissory note in the amount of $5,685,057 due from MCW into 9,200,000 common shares of MCW 
at a deemed price of CAD$0.74 per share. 
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4) Outlook 
 

Oil Sands 
 

a/²Ωǎ ǘŜŎƘƴƻƭƻƎȅ Ƙŀǎ ōŜŜƴ ǘŜǎǘŜŘ ŀǘ Ŧǳƭƭ ŎŀǇŀŎƛǘȅ ŀǎ ƻŦ !ǳƎǳǎǘ 31, 2015. An independent production 
evaluation has been completed. In the last several months, MCW has hired and trained its own personnel to 
operate the plant. The Company is now able to produce oil/hydrocarbon products which are sold locally in 
Asphalt Ridge to the oil and gas distributors or refineries. 
 
The current volatility of oil prices on international markets has a significant impact on the ability of the plant 
to produce oil products at feasible margins. In times of such high volatility, the Company will restrict its oil 
and hydrocarbon production to prevent the Company from realizing a gross loss on barrels of product 
produced. 

 

The Company is in the process of obtaining the last full production permit (Ground Water Permit) in order to 
commence continuous plant operations. 

 

5) Summary of Quarterly Results 
 

The following selected financial information for the quarters as shown in the following table was prepared in 
accordance with IFRS. 

 

 
3 months ended 

February 29 
2016 
($) 

November 30 
2015 
($) 

August 31 
2015 
($) 

May 31, 
2015 
($) 

Net revenue from  
continuing operations 

 
51,303 

 
153,432 

 
- 

 
- 

Net revenue from 
discontinued operations 

 
- 

 
- 

 
(769,554) 

 
- 

Loss from continuing 
operations 

 

3,784,588 
 

4,825,389 
 

814,630 
 

734,223 

(Income) loss from 
discontinued operations 

 

- 

 

- 

 

1 

 

(1,194,203) 

Net loss(income) 3,784,588 4,825,389 814,631 (459,980) 

Basic and diluted net loss 
per share from continuing 
operations 

 
 

0.05 

 
 

0.08 

 
 

0.01 

 
 

0.01 

Basic and diluted net loss 
(income) per share 

 

0.05 
 

0.08 
 

0.01 
 

(0.01) 

 
The net loss for the three months ended February 29, 2016, includes a loss on settlement of liabilities of 
$948,720 related primarily to the issuance of stock on the conversion of debt into equity and a further loss of 
$689,877 on common stock issued on the modification of a debt agreement and depreciation and amortization 
expense of $294,356 primarily due to depreciation on the capitalized oil extraction facility costs which 
commenced commercial production on September 1, 2015. 
 
The net loss for the three months ended November 30, 2015, includes a charge of $2,722,129 for 5,729,142 
bonus common shares issued to Blyumkin ŦƻǊ ǇŜǊǎƻƴŀƭƭȅ ƎǳŀǊŀƴǘŜŜƛƴƎ ϷмсΦр Ƴƛƭƭƛƻƴ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŘŜōǘ 
and depreciation and amortization expense of $293,999 primarily due to depreciation on the capitalized oil 
extraction facility costs which commenced commercial production on September 1, 2015. 
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Net income during the quarter ended May 31, 2015 includes a one-time gain on the sale of MCW Fuels of 
$2,171,258. 

 

 

3 months ended 
February 28, 

2015 
($) 

November 30, 
2014 
($) 

August 31, 
2014 
($) 

May 31, 
2014 
($) 

Net revenue from  
continuing operations 
 

 
- 

 
- 

 
- 

 
- 

Net revenue from 
discontinued operations 

 
10,340,048 

 
107,121,110 

 
126,436,294 

 
123,548,643 

Loss from continuing 
operations 

 

667,157 
 

1,065,755 
 

3,133,617 
 

1,289,021 

Loss from discontinued 
operations 

 

(2,887,348) 

 

330,581 

 

 

2,177,862 

 

530,292 

Net loss (2,220,191) 1,396,336 5,311,479 1,819,313 

Basic and diluted net loss 
per share from continuing 
operations 

 
 

0.01 

 
 

0.02 

 
 

0.07 

 
 

0.03 

Basic and diluted net loss 
per share 

 

(0.04) 
 

0.03 
 

0.12 
 

0.04 
 

Net income during the quarter ended February 28, 2015 includes a one-time gain on the sale of the primary 
assets of the fuel distribution business of $4,382,092.  

 

The net loss for the three months ended August 31, 2014 include a one-time impairment charge of 
$1,976,569 on the mineral lease asset and impairment charges on branding contracts.  

 

6) Comparison of results of Continuing Operations for the three months ended February 29, 
2016 and February 28, 2015. 
 
Oil Sands Operations, Mining and Financing 
Losses from oil sands, mining and financing operations were $3,784,588 for the three months ended February 
29, 2016, compared to $667,157 for the three months ended February 28, 2015. The increase in the loss is 
primarily due to: 

 
1) A loss on settlement of liabilities of $948,720 related primarily to the issuance of stock on the conversion 

of debt into equity; 
 

2)  A loss of $689,877 on common stock issued on the modification of a debt agreement; 
 

3) Depreciation and amortization expense of $294,356 primarily due to depreciation on the capitalized oil 
extraction facility which commenced commercial production on September 1, 2015; 

 
4) An increase in interest expense of $400,822 due to additional loans entered into by the Company, 

primarily the promissory notes issued on the acquisition of TMC and interest on loans no longer being 
capitalized due to the completion of the first phase of the oil production facility;  

 
5) An increase in professional fees of $259,374, due to certain costs incurred in researching additional 
ƳŀǊƪŜǘǎ ŦƻǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇǊƻŘǳŎǘǎ ŀƴŘ ǎŜǊǾƛŎŜǎ ŀƴŘ ǇǊƻŦŜǎǎƛƻƴŀƭ ŦŜŜǎ ǇǊŜǾƛƻǳǎƭȅ ŎŀǇƛǘŀƭƛȊŜŘ ǘƻ ǘƘŜ ƻƛƭ 
extraction facility during the construction phase but now form part of the operational costs of the facility; 
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6) A gross loss made on revenues of $238,301 due to initial production costs, including labour costs, 

exceeding revenues, primarily due to lower oil prices and volumes below the plant capacity; 
 

and 
 

7) The expiry of advanced royalties paid of $105,902. Advanced royalties paid expire at the end of the calendar 
year, two years after the payment has been made. 

 

7) Comparison of results of Continuing Operations for the six months ended February 29, 2016 
and February 28, 2015. 
 
Oil Sands Operations, Mining and Financing 
Losses from oil sands, mining and financing operations were $8,609,979 for the six months ended February 29, 
2016, compared to $1,732,912 for the six months ended February 28, 2015. The increase in the loss is primarily 
due to: 

 
1) A loss on settlement of liabilities of $948,525 related primarily to the issuance of stock on the conversion 

of debt into equity; 
 

2)  A loss of $689,877 on common stock issued on the modification of a debt agreement; 
 

3) Depreciation and amortization expense of $588,355 primarily due to depreciation on the capitalized oil 
extraction facility which commenced commercial production on September 1, 2015; 

 
4) An increase in interest expense of $648,673 due to additional loans entered into by the Company, 

primarily the promissory notes issued on the acquisition of TMC and interest on loans no longer being 
capitalized due to the completion of the first phase of the oil production facility;  

 
5) An increase in professional fees of $425,810, due to certain costs incurred in researching additional 
ƳŀǊƪŜǘǎ ŦƻǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇǊƻŘǳŎǘǎ ŀƴŘ ǎŜǊǾƛŎŜǎ ŀƴŘ ǇǊƻŦŜǎǎƛƻƴŀƭ ŦŜŜǎ ǇǊŜǾƛƻǳǎƭȅ ŎŀǇƛǘŀƭƛȊŜŘ ǘƻ ǘƘŜ ƻƛƭ 
extraction facility during the construction phase but now form part of the operational costs of the facility;  

 
6) A one-time charge of $2,722,129 for 5,729,142 bonus common shares issued to Blyumkin for personally 
ƎǳŀǊŀƴǘŜŜƛƴƎ ϷмсΦр Ƴƛƭƭƛƻƴ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŘŜōǘΤ 

 
7) A gross loss made on sales of $708,480 due to initial production costs, including labour costs, exceeding 

revenues, primarily due to lower oil prices and volumes below the plant capacity; 
 

and 
 

8) The expiry of advanced royalties paid of $229,854. Advanced royalties paid expire at the end of the calendar 
year, two years after the payment has been made. 




