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IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

AND
IN THE MATTER OF THE BUSINESS CORPORATIONS ACT, S.B.C. 2002, ¢.57
AND
IN THE MATTER OF ENERGOLD DRILLING CORP., CROS-MAN DIRECT .
UNDERGROUND LTD., EGD SERVICES LTD., BERTRAM DRILLING CORP., AND
OMNITERRA INTERNATIONAL DRILLING INC.

. PETITIONERS

AFFIDAVIT #1 OF MARK BERGER

[, Mark Berger, of 543 Granville Street, Suite 1100, Vancouver, British Columbia, V6C 1X8, HEREBY

SWEAR THAT:

1, [ am the Chief Restructuring Officer (“CRO”) of one of the Petitioners, Energold Drilling
Corp. (“Energold”). Thave over 14 years experience in corporate insolvency and restructuring, and since
my appointment as CRO on June 28, 2019, I have worked with Energold and its subsidiaries. Accordingly,
I have personal knowledge of the facts set out in this Affidavit except where .stated to be based on
information.énd belief, in which case I believe both the information and the resulting statements to be true.
In preparing this Affidavit, [ have also consulted with other members of the Senior Management (as defined
- below) of Energold and the other Petitioners and reviewed the corporate records and documents of Energold

and the other Petitioners.



2. I swear this Affidavit in support of the Petitioners’ application for an initial order (the “Initial
Order”) under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c¢. C-36, as amended (the
“CCAA”).

3. All capitalized terms used herein but not defined have the meaning set out in Affidavit #1 of
Fredefick W. Davidson sworn on Augusf 22,2019 (the “Davidson Affidavit”).

OVERVIEW

4, The Energold Group provides drilling contracting services in respect of minerals, energy and
infrastructure.

5. Energold and the other Petitioners are insolvent and are unable to pay their obligations as they
become due, Details on the events leading up to this insolvency are set out in the Davidson Affidavit.

6. On or about June 28, 2019, the board of directors of Energold (the “Board”) engaged Portage
Point Partners, LLC (“Portage Point”) to provide resources to assist the Energold Group with its
restructuring.  As a result of th’is engagement of Portage Point, the Board appointed me as CRO to assist
in managing the business and affairs of Energold and to formulate and implement a restructuring plan for
the Energold Group, including the Petitioners. I am advised by the Board; and believe, that Energold
interviewed multiple candidates before engaging Portage Point and appointing me as CRO.

7. Based on my discussions with the Board, I beliéve that the Energold Group determined it was
necessary to engage Portage Point and me as CRO in order to bolster and support Energold’s management
team. In particular, the Board determined that Energold’s management team wés stretched thin with many
demands on their time and that they did not have the appropriate skillset to direct the restructuring effort.
The additional resources were, accordingly, necessary to allow the Energold Group to continue to operate
in the ordinary course while pursuing its restructuring.

8. Energold’s engagerﬁent of Portage Point and my appointment as CRO was also done in
consultation with and With- the support of Extract Advisors LLC (“Extract”), the administrative agent for
the Noteholders which are the primary secured creditor of the Energold Group including the Petitioners.

Based on my discussions with representatives of the Noteholder group, I believe that the Noteholders were

+



of the view that additional resources were required to assist Energold’s management through the
restructuring effort and that my appointment as CRO was a condition to their continued forbearance as the‘
Energold Group sought to effect an out-of-court restructuring.

9. Since June 28, 2019, I have worked with Senior Management and the Energold Group’s
stakeholders in an effort to restructure the Energold Group on an out-of-court basis. Despite these efforts,
the Energold Group faces an immediate liquidity crisis, and the Petitioners require protection from their
creditors in order to conduct a sale process for certain assets and restructure their affairs for the benefit of
the Petitioners’ stakeholders. Senior Management and 1 believe that this will preserve enterprise value and
protect the interests of the Petitioners’ stakeholders.

10. Based on my discussions with Darin Milmeister, managing partner of Extract as administrative
agent for the Noteholders and Gary Katz, managing partner of Downtown Capital Partners LL.C, chair of
the Ad Hoc Committee of Noteholders (the “Noteholder Committee”), I believe that these proceedings
have the support of the Energold Group’s primary secured creditor. In particular, the structure for the sale
process (described below) has been developed in consultation with the Energold Group’s financial advisor,
the proposed Monitor, Extract and the Interim Lender (defined below).

CORPORATE MATTERS

11. Details on the history of the Energold Group, its business and assets, corporate structure, and
primary business divisions, are set out in the Davidson Affidavit.

Head Office

12. Energold’s head office is located at Suite 1100 - 543 Granville Street, Vancouver, BC (the
“Head Office”). As described in more detail below and in the Davidson Affidavit, the activities for each
of the Petitioners are largely directed and controlled by the Head Office.

13, Despite having subsidiaries and operations in numerous countries worldwide, the Energold
Group operates on a consolidated basis, with all senior management functions of the Energold Group
directed and controlled from the Head Office in Vancouver, British Columbia. Further, all corporate

accounting, financing, investments, shareholder relations, international or governmental relations, audit and



business strategy for the Energold Group are directed or carried out by Energold at the Head Office. In

particular;

(a)
(®)

(©)

(d)

(e)

®

€y

(h)

the operating mind and management of the Energold Group is located in the Head Office
in Vancouver, British Columbia;

financing and investment decisions for the Energold Group are made by the Head Office
in Vancouver, British Columbia; |

all management personnel of the Energold Group who are not based in Canada report
directly to, and take directions from, Energold on issues affecting their operations énd
business activities;

corporate governance functions and investor relations for the Energéld Group are directed
from the Head Office; |

strategic and key operational decisions for the Energold Group are primarily made by
Senior Management located primarily in British Columbia;

Senior Management based at the Head Office holds weekly conference calls with Senior
Management and other management personnel of the Energold Group who are situated in:
foreign jurisdictions, to receive reports on financial performance and to provide strategic
direction and oversight; |

although the human resources functions are managed locally within the Energold Group,
all human reéouroes decisions must ultiﬁately be approved by Senior Management at the
Head Office in Vancouver, British Columbia; and

accounﬁng functions are primarily contrélled and directed from the Head Office, and
specifically with respect to the Petitioners, all financial accounting and finance functions
for Bertram Drilling, Cros-Man, EGD and Omniterra are made by the Head Office in

Vancouver, British Columbia. .



Senior Management and Employees
14. The current senior management team of the Petitioners (collectively, the “Senior

Management”) as of the date hereof consists of the following personnel:

Name Office/Title Entity Location

Frederick W, President and Chief Energold Vancouver, BC

Davidson Executive Officer

Jerry C. Huang Chief Financial Officer Energold Vancouver, BC

Mark Berger Chief Restructuring Energold Vancouver, BC
Officer

Marco Garrido Director of Sales and Energold Vancouver, BC
Business Development

Linda Woody Director of Finance Energold Vancouver, BC
(retiring)

Matthew Freeman Director of Finance Energold Vancouver, BC

' (effective September 3,

2019)

Brian Bertram President Bertram Drilling | Carbon, Alberta

Darreli Bertram Vice President of Bertram Drilling | Carbon, Alberta
Operations :

15. Each member of Senior Management are in Vancouver, British Columbia, except for Brian

Bertram and Darrel Bertram. Other than day-to—day~ operation decisions, all decisions made by Brian
Bertram and Darrel Bertram require consultation with Seﬁior Management based in Vancouver, British
Columbia, and are subject to the overall strategic direction set by Energold from its Head Office. lam a
resident of Elmhurst, Illinois, but for the purposes of work related to Energold, I work out of the Head
Office in Vancouver.

6. As noted above, Linda Woody, Enm‘gold"s Director of Finance, is retiring. Her last day of
full-time work with Energold was Saturday, August 31, 2019. Since that tim‘e, Ms. Wéody has continued
to aési'st in transitioning her role to Matthew Freeman, the new Director of Finance,

17. The Energold Group as a whole currently exﬁploys approximately 385 full-time employees.

Approximately 16 of these employees work in a management capacity. The Energold Group also employs



approximately 120 employees on a seasonal basis, however no such seasonal employees are presently
employed. The seasonal employees are ail in operations rcles.
18. As of August 31, 2019, the Petitioners employed 81 people, with 51 in an operations role, 20
in an administrative or accounting role and 10 in an executive or management role. Within each entity, the
Petitioners employ:
(a) 10 people in Energold, with 7 in an administrative/accounting role and 3 in an executive
role;
(b) 9 people in EGD, with zero employees in an operations role, 6 in an administrative role,
and 3 in an executive/management role;
(cj 18 p‘eople in Cros-Man, with 15 employees in an operations role, 1 employee in an
administrative role, and 2 employees in an executive/management role; and
(d) 44 people in Bertram Drilling, with 36 employees in an operations role, 6 employees in an
administrative role, and 2 employees in an executive/management role.
19. I am not aware of any significant changes in employee numbers since August 31, 2019,
20. Omniterra is purely a holding company and does not have any employees.
Update on Dando Sale
21, I refer to the Dando Sale as defined at paragraphs 52-54 of the Davidson Affidavit.
22, With the assistance of Extract (as administrative agent for Energold’s primary secured
éreditor), Energold was able to amend and imprbve the terms of the Dando Sale beyond what was initially
set out in the HoA., These amendments and impfrovements include, among other things:
(a) the obligations of the proposed p‘urchaser -of the Dando assets (referred to herein as the
“Dando Purchaser”) to pay the Installment Payments shall be evidenced by way of one or
more promissory notes that shall be secured by way of a subordinate lien over all of the
assets of Dando in favour of Energold, only junior to the £500,000 working capital loan

that the Dando Purchaser made to capitalize the company;



(b)vthere are strict limits on compensation for insiders and management of Dando while the
Installment Payments are payable and outstanding (including a prohibition on the payment
of dividend.s by Dando); and
(c) Extract éhall receive an option to purchase up t;) 10% of the equity in Dando for a purchase
price equal to 125% of Extract’s debt or equity investment in Dando, with such option
exercisable over a period of 15 months.
23, The intention of the Dando Séle is to reduce expensbes in relation to Dando and, over time, to
bring working capital to Energold. The Dando Purchaser, Energold and Dando have encountered |
unexpected delays in executing a sale purchase agreement in respect of the Dando Sale, though substantially
all of the definitive transaction documents have been prepared in draft. The Dando Sale has not closed as
of the date of this Affidavit, and the Petitioners mayv seek Court approval of the Dando Sale in the course
of these proceédings if it does not close prior to the commencement of these proceedings.
INSOLVENCY |
24, The Petitioners are insolvent, and without access to the proceeds from the Interim Financing
(as defined below), the Petitioners will be unable to meet their obligations as they come due over the coming
weeks, including payroll obligations. .
25. Historical details on the events that led to the insolvency of the Petitioners are set out in detail
in the Davidson Affidavit.
A. . Liabilities

Statutory Liabilities . -

(i) Unremitted Taxes

26.> As of September 11, 2019, I am not aware of any of the Petitioners owing any outstanding

liabilities to: (i) CRA in relation to collected but unremitted goods and services tax or harmonized sales tax;
“(ii) any provincial or other taxing authority in relation to collected but unremitted provincial or other sales

tax; or (iii) any foréign taxing authority in relation to collected by unremitted value-added tax or sales taxes

in that jurisdiction.



(ii) Workers’ Compensation

27, As of Augus’f 31, 2019, I am not aware of the Petitioners owing any liabilities to WorkSafe
BC or similar workers’ compensation schemes in respect of unpaid premiums, other than the following
amounts that have accrued but are not yet overdue:

(a) $30,993 owing by Bertram Dirillirig; and

(b) $4,116 owing by Cros-Man.
(iii) Unpaid Wages
28. As of September 11, 2019, none of the Petitioners owe any liabilities to present or former
employees for oufstanding employment compensation, vacation pay or severance obiigations.

(iv) Unremitted Source Deductions

29. As of August 31, 2019, I am not aware of* any Petitioner owing any unremitted source
deductions to CRA.

Secured Lenders — Suhzmary

30. [ am advised by Senior Management and the Energold Group’s books and records, and believe,
that the Petitioners are indebted to various lenders holding security for the amounts owed. The table below
provides a summary of the amount of secured indebtedness owed to each secured lender and whether the
applicable Petitioner(s) are in default thereunder, in each case with reference to the applicable loan or credit
agreemént as defined in the Davidson Affidavit. Where the loans are in default, details of those defaults
are set out below. I am advised by counsel to the Noteholders, and verily believe, that the amount owed

to the Noteholders is as set out in the table below.

Loan or Credit Debtor Secured Amount Outstanding Default

Agreement Petitioners | Creditor (approx.) Status
(As defined in the
Davidson Affidavit) J
RBC/Bertram Loan Bertram Royal Bank of $905,000 (Revolver) | No
| Agreement Drilling Canada Default
and $53,182 (Credit Card)
Energold ' ‘
As of September 3, 2019




RBC/Cros-Man Credit Cros-Man | Royal Bank of $495,000 (Revolver) No
Agreement and -Canada ' Default
Energold $59,989 (Credit Card)
As of September 3, 2019
Note Purchase The Extract Advisors | $7,649.514.78 In
Agreement and Notes Petitioners | LLC and the ' Default
Noteholders USD$12,425,151.44
As of September 10, 2019
EDC Loan Agreement Energold Export USD$2,072,411 In
and Development Default
Bertram Canada As of August 31, 2019
Drilling
$9,162,712.78
TOTAL:
USD $14.,497,562.44
Secured Equipment Lessors
31. [ am advised by Senior Management and the Energold Group’s books and records, and believe,

that Cros-Man is indebted to various equipment lessors with registered security interests. Below is a chart

setting out the: (i) identity of each secured equipment lessor that is known to me, and (ii) the amount owed.

Secured Equipment
Lessor

Amount Outstanding
(approx.)

Meridian OneCap
Credit Corp.

$71,868

As of August 31, 2019

Brandt Finance Ltd.
and Meridian OneCap
Credit Corp.

$105,895

As of August 31, 2019

Paccar Financial
Services Ltd.

$336,780

As of August 31, 2019

De Lage Landen
Financial Services

$39,301

As of August 31, 2019




Caterpillar Financial | $140,834
Services
As of August 31, 2019
TOTAL $694.678
32, I am advised by information provided to me¢ by Senior Management, and I believe such

information to be true, that the amounts outstanding under the equipment leases as set out above are not
expected to have changed materially since August 31, 2019.

Note Purchase Agreement — Developments since June 28, 2019

33. As set out in paragraph 85 of the Davidson Affidavit, the Petitioners and Affected Subsidiaries
entered into a ‘Forbearance Agreement with respect to their obligations under the Notes and the Note
Purchase Agreement.

34, Following the June Correspondence, described at paragraph 88 aﬁd 89 of the Davidson
Affidavit, the Energold Group and Extract, as administrative agent for the Noteholders, had various
discussions in respect of a potential restrulcturing of the Energold Group outside a formal insolvency
proceeding. These discussions included my appointment as CRO, and the Noteholders continuing to
forbear on a day-to-day basis. However, at any time, Extract and the Noteholders could terminate the day-
to-day forbearance and begin enforcement proceedings.

. 35. In late July, Energold, Extract and the Noteholders began discussions in respect of an amended
and restated Note Purchase Agreement. These amendments were fully-negotiated and substantially settled
in an Amended and Restated Note Purchase Agreement (“Amended Note Agreement”) that contemplated,
among other things, the advancement of up to USD$3,000,0CO to Energold by way of the issuance of certain
emergéncy Notes. However, I am advised by the Noteholder Committee, and believe, that certain
Noteholders retracted their agreement ahd signatures to the Amended Note Agreement on the eve of
closing. As a result, the Amended Note Agreement was ultimately never entered into and is of no force or

effect, and the Petitioners are unable to borrow under the Amended Note Agreement,
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EDC Loan A greement — Developments since June 28, 2019

36. The loans under the EDC Loan Agreemen;c became due and payable on July 10, 2019, and

Energold does not have sufficient funds to repay its obli‘éations >to EDC. As such, Energold, Bertram

Drilling and Energold Mexico are each in default under the EDC Loan Agreement.and the EDC Security

(the “EDC Defaults”). | |

37. EDC has agreed in principle to forbear from enforcing the EDC Security. At this time; there

is no formal forbeara/noe agreement in place, and EDC is in a position to make demand and enforce its

security at any time.

Royal Bank of Canada

38. Pursuant to the RBC/Bertram Loan Agreement, RBC has a security interest in, among.other

things, the accounts receivable due to Bertrarh Drilling. Pursuant to an inter-creditor agreement between

RBC and the Noteholders, RBC is the priority creditor over the Bertram Drilling accounts receivable.

39. In the course of these proceedings, the Petitioners propose to repay the amounts due to RBC
| under the RBC/Bertram Loan Agreement from the accounts receivable collected by Bertram Drilling.  As

a result, RBC will be an unaffected creditor.

lfnsecured Creditors

(i) Promissory Notes

40. [ refer to the Promissory Notes (as defined in the Davidson Affidavit) granted by Energold in
favour of each of Extract CMF and Sprott. I am advised by Senior Management and believe that:
(a)  Neither Extract CMF nor Sprott holds security in respect of the amounts borrowed under
. the Extract Promissory Note; and
(b)  Asof August 31, 2019, Energold is indebted to each of Extract CMF and Sprott in the
amount of $134,158 pursuant to the Promissory Notes.
(ii) Bertram Trust

41. I 'am advised by'Senior Management and believe to be true that;
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(a) asof August31, 2019, Energold is indebted to The Brian and Darrell Bertram Trust (the
“Bertram Trust”) in the amount of approximate.ly $696,121;
(b) asof August 31,2019, Bertram Drilling is indebted to the Bertram Trust in the amount
of approximately $125,043; and
(c)  the Bertram Trust does not hold any security in resped of these amounts.
(iii) Trade Debt
42, I'am advised by Senior.Management and the Energold Group’s books and records, and believe,
that the Petitioners have unsecured liabilities owing to various suppliers, service providers, contractors and
other trade creditors relating to outstanding accounts payable. The Energold Group accounting systems
result in these amounts being tabulated on an approximately monthly basis under norm‘al circumstances.
As of August 31, 2019 (the last time accounts payable were tabulated by Energold), I estimate that the
-aggregate value of these unsecured liabilities of the Petitioners was approximately $5,797,801. As of
August 31, 2019 (the last date on which an accounts payable consolidation was calculated for Affected
is approximately $4,021,980. .

(iv) Management and the Board

43. Cros-Man owes $334,000 to Ken Hamel in respect of an earn-out amount due to Mr. Hamel

following Energold’s acquisition of Cros-Man.

44, Energold has not paid director fees 'to the Board since the first quarter of 2018. The
approximate amount owed to the Board in respect of such fees is approximately $25 0,000.

B. Assets
Inventory
45. By book value, the most valuable assets of the Petitioners and the Affected Subsidiaries are
their inventory of parts, components, and otﬁer mechanical accessories, including down—hole supplies, to

the drilling rigs that certain Petitioners and the Affected Subsidiaries manufacture and sell. The inventory
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is dispersed across many geographic locations, including countries in Europe, South America and Africa,
stored in physical warehouses (in Canada and the UK), or secured in storage on-site at drilling locations.
The below values of inventory are based on book value, and do not reflect the liquidation value of such
inventory for the reasons set out below.

46, A summary of the 6wner, location, and book value of the Petitioner’s inventory as of June 30,

2019 (the last time inventory was assessed) is set out in the table below:

Owner Location Inventory Book Value
(approx.)
EGD Canada $2,623,228
Bertram Drilling ‘Canada $304,955
Energold Japan $276,772
TOTAL: $3,204,955
47. A summary of the inventory owned by Affected Subsidiaries as of June 30, 2019 (the last time

inventory was assessed) is set out in the table below:

Owner Location Inventory Book Value
| (approx.)
Energold Mexico Mexico $7,015,253
Energold EMEA Europe and Africa $15,302,125
Dando Drilling United Kingdom $ 2,503,386
Bertram USA United States $156,532
TOTAL: $24.977,296
48, - T am advised by Senior Management and believe that these large stockpiles of inventory are

"meant to address the logistical difficulties in importing/exporting parts, tools and supplies used in the
operation of the drill rigs in and out of various foreign jurisdictions. Specifically, moving such inventory

in and out of certain locations can be cost-intensive or difficult due to, among other things, restrictions
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imposed by local governments and extensive processing times at border customs. The process of
replenishing such inventory stockpiles can take weeks, or even months.

49. I am advised by Senior Management and believe that Energold’s inventory is generally
specific to the Energold Group’s equipment, suchthat it has a limited third-party market for resale.
Accordingly, if the inventory were sold to third parties by way of liquidation sale, I believe that the recovery
would be minimal compared to the potential value of the inventory in operation, or to a purchaser acquiring
both the inventory and related equipment and other assets.

50. Accordingly, based on my experience in restructuring matters, [ believe that the value for these
assets can be maximized through a going concern sale of the relevant subsidiary.

Equipment

51. The Petitioners own certain equipment which has significant value. The majority is owned by
Bertram Drilling and Cros-Man.

52. As will be described further below, the‘Petitioners have conducted a sale process for Bertram
Drilling, which has tested the market and determined the value ‘for Bertram Drilling and its assets.

53. In respect of Cros-Man, the Petitioners intend to conduct a sale process, described below,
which will include a sale of Energold’s shares in Cros-Man or a sale of Cros-Man’s assets. The Petitioners
obtained an appraisal of Cros-Man’s assets in June 2019, indicating significant value both on a fair market
and forced liquidatioh basis. The appraisal will be attached to a separate affidavit. The Petitioners will
seek a sealing order for this affidavit in order to protect the market for Cros-Man and its assets.

Accounts Receivable

54, As of August 31, 2019, the Energold Group has approximately$9,363,853 in accounts
receivable, of which approximately $3,305,389 is owed to the Petitioners. Further, approximately
$1,867,942.31 | of the total accounts receivable of the Energold Group consists of héldbacks pending project

completion or customer approval, of which $1,080,112 is owed to the Petitioners.
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Cash and Cash Equivalents

55. As of September 3, 2019, the Petitioners collectively held épprOximately $131,199 in cash or
cash equivalents. |

56. The Petitioners require these funds to meet, among other things, payroll obligations which are
owed by Energ'old,b Cros-Man, EGD, and Bertram Drilling.

Interests in Leasehold Property

57. Certain of the Petitioners have rights (as tenants) to leased real property consisting of the Field
Offices and Logisticél Facilities, which are integral to the business operations of the Energold Group as a
whole.

58. | The\se leasehold interests contribute significant value to the Energold Group as a going
concern, but in my opinion would have marginal realization value in a liquidation scenario due to, among

other things, a limited market for tenants of such properties.

C. Resignations from the Board of Directors
59. On September 3, 2019, Alastair McBain, Michael Beley, and Wayne Lenton resigned from the
Board.

- RESTRUCTURING PLAN

Preliminary Restructuring Plan

60, . As noted above, the Board appointed me as CRO on June 28, 2019. Since 'tﬁat time, I have

worked with the Board and Senior Management, along with the Energold Group’s creditors and other

stakeholders, to assess the prospects of a successful restructuring of Energold’s business and affairs, and to |
formulate and implement a preliminary restructuring plan.

61. Given the Energold Group’s limited liquidity, capital requirements, and industry sector

outlook, Energold’s Board of Directors and I considered various strategic alternatives, or combination of

alternatives. We have also consulted with Extract, in its capacity as administrative agent for the Petitioners’

primary secured creditor, to ensure their support for the proposed restructuring plan.
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62. As a result of thi.s -analysis, we have concluded that the Energold Group’s restructuring will
include:
(a) asale of Bertram Drilling’s assets, as described below;
(b) a sale process to solicit offers for all assets and divisions of the Energold Group, with a
view to concluding transactions for non-core assets and divisions of the Energold Group
(particularly those with significant working capital demands) and/or surplus or redundant
assets to free up funds for debt reduction and‘to make working capital more available for
other aspects of the Energold Group’s business;
(c) strategically winding down subsidiaries that are underperforming; and
(d) strategioaﬂy reducing operating expenses, inclL.lding closing Bertram Drilling and reducing
expenses at the Head Office and making operations more efficient and cost-effective.
63. Senior Management, the Board and I believe that the above will allow a streamlined Energold
Group, focused on its core areas of strength, to continue to operate for the tbeneﬁt of stakeholders. We also
believe that conducting a sale process for all assets and divisions will( allow the Energold Group to bettef
assess its options, preserve enterprise value and, where possible, maintain operations as a going concern.
As noted aboyé, based on my experience with the Energold Group and its business, and my experience in
restructuring matters, I believe that the Energold Group’s assets have the highest value as a going concern.
64, Further, the Petitioners have begun to shut-down Bertram Drilling’s operations, and I believe
that the stay of proceedings under the CCAA will assist with the Petitioners in an orderly wind-up of
Bertram Drilling and facilitate the sale of its assets, described below.
Sale of Certain Assets or Subsidiaries'
65. As an initial step to address its liquidity issues, as described in the Davidson Affidavit, the
Energold Group has entered into an agreement for the Dando Sale.
66. Energold glso engaged Ernst & Young Inc. and Ernst & Young Orenda Corporate Finance Inc.

(together, “EY Finance™) to assist the Energold Group in assessing its strategic alternatives and conducting
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a sale process for its business units. The initial sale process conducted by EY Finance focused on Bertram

Drilling. |

67. The sale process for Bertram Drilling is set out in more detail in Affidavit #1 of Michael Bell
~sworn on September 11,2019, That sale process included approaching 12 strategic buyers that EY Finance

and the Petitioners believed were well-positioned to acquire the business and assets as a going concern.

68. While EY Finance received offers from these parties, none were for Bertram Drilling as a

going concern. Each was to acquire Bertram Drilling’s assets, or a sub-set of its assets. As a result, EY

Finance approached four liquidators to make proposals in respect of Bertram Drilling’s assets.

69. EY Finance engaged with the viable strategic bidders and liquidators in an effort to improve

the offers. A summary of the offers received will be attached to a further affidavit to be filed under seal to

protect the market for Bertram Drilling and its assets should the selected transaction fail to conclude.

70. The process resulted in multiple bids from prospective purchasers, and on August 31, 2019,

the Board voted to approve the bid from Century Services Corp. (“Century”).

71. Accordingly, the Petitioners seek the approval of the auction proposal by Century in respect

of the Bertram Drilling assets (the “Auction Proposal”). The Petitioners intend to seek the approval of

the Auction Proposal at the earliest available date.

72. The Auction Proposal includes a net minimum guarantee of $4.8 million, with Energold

receiving 75% of auction proceeds above $4.8 million, Accordingly, the Auction Proposal will bring in

proceeds of at least $4.8 million to the Petitioners. The sale of Bertram Drilling’s assets will also

significantly reduce the Petitioners’ ongoing expenses and capital requirements since Bertram Drilling is

one of the most capital—intensive business units within the Energold Group. Accordingly, I believe that

concluding the transaction contemplated by the Auction Proposal is in the best interests of the Petitioners

and their stakeholders.

Sale Solicitation Process

73. The Petitioners seek approval of a sale solicitation procedure (the “SSP”). Attached and

marked as Exhibit “A” is a true copy of the SSP.
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74. The SSP has been developed by the Petitioners in consultation with the Monitor, the Financial
Advisor, Extract and the Interim Lender (defined below). The SSP will be managed by me as CRO with
the assistance of the Financial Advisor and with the supervision of the Monitor.
75. The SSP provides for bidders to submit offers to acquire the Petitioners’ right, title and interest
in shares of subsidiaries operating outside Canada, Energold’s right, title and interest in the shares of Cros-
Man or Cros-Man’s right, title and interest in certain assets.
76. Some of the key terms and timelines of the SSP include:

(a) September 16,2019 — commencement of marketing activities, including delivering a draft

form of purchase agreement;
(b) a four-week due diligence period for prospective bidders;
(¢) October 11, 2019 —receipt of non-binding offers, including a blackline to the draft form of
purchase agreement; |

(d) October 28, 2019 — conclusion of definitive documents by qualified purchasers;

(e) October 31, 2019 — an auction, if appropriate;

(f) on or before November 7, 2019 — hearing for approval of the successful transaction(s); and

(g) on or before November 30, 2019 — closing of the successful transaction(s).
77. The SSP includes stalking horse bids submitted by Extract, as administrative agent for the
Noteholders, in respect of certain business units. The Petitioners are not seeking approval of agreements
of the stalking horse bids at this time.
78. The SSP is intended to maximize value for the Energold Group’s assets, and in particular its
operations outside of Canada. As noted above, the Energold Group’s assets have the highest value in
operation and as a going coﬁcern. The SSP is to be conducted With a short period of time in order to
minimize the costs associated with these proceedings and the SSP, but it is intended to allow sufficient time
for interested parties to assess the opportunity and submit offers.
79. The SSP was developed in consultation with an experienced Financial Advisor, the Monitor

and the Petitioners’ primary economic stakeholder. In my business judgment, the SSP is reasonable in the
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circumstances and represents the best opportunity for the Petitioners to maximize enterprise value and
preserve operations as a going concern. In particular, the SSP represents the best way for the Petitioners to
realize the value of the Energold Group’s operations outside Canada. Based on my experience in
restructuring matters, I believe that conducting region-specific processes for each of the operations outside
Canada would be more expensive and that doing so would not be likely to generate better value, particularly
in light of the additional cost.

80. [ am advised by Mr. Katz of the Noteholder Committee that Noteholder support for these
proceedings requires that the Petitioners carry out the SSP, and that the Noteholders’ intention in submitting
the stalking horse bids is to facilitate a competitive process an’d 1haximize value for the Petitioners’
stakeholders. |

81. Furthér, based on the Draft Interim Financing Term Sheet, I believe that the SSP is a condition
to the Interim Financing being made available.

Financial Statements and Cash Flow Projections

82. Attached hereto as Exhibit “B” are Energold’s unaudited interim condensed consolidated
financial statements for the three months ending March 31, 2019.

83. Attached hereto as Exlhibit “C” are Enel‘goId’s audited consolidated financial statements for
the }//ears ending December 31, 2017 and December 31, 2018.

84. Attached hereto as Exhibit “D” are Energold’s unaudited consolidated interim financial
statements for the three and nine month periods ending September 30, 2018,

85. Attachéd hereto as Exhibit “E” are Energold’s audited consolidated financial stafements for
the years ending December 31, 2016 and December 31, 2017.

86. In consultation with the proposed monitor, FT1 Consulting Canada Inc. (“FTI”), Energold has
prepared a 13-week cash flow statement (the “Cash Flow Statement”) as requiréd by the CCAA. A copy

of the Cash Flow Statement is attached hereto as Exhibit “F”,
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87. I have reviewed the Cash Flow Statement with personnel from FTT and I believe it is accurate.
As evidenced by the Cash Flow Statement, the Petitioners require approximately $3,500,000 in order to
meet theif obligations through to November 17, 2019. |

Consent of the Proposed Monitor

88. FTI has, subject to court approval, consented to be appointed monitor (in such capacity, the
“Monitor”) in these proceedings. Attached hereto as Exhibit “G” is a copy of the consent to act as monitor
provided by FTI, dated September 12, 2019.

89. FTI is prepared to act as Monitor during the CCAA proceeding and to assist the Petitioners’
with all aspects in relation to a restructurin g pursuant to, and subject to, the terms of the Initial Order of the
Court and the statutory provisions of the CCAA.

90, I alﬁ advised by Tom Powell at FTT and believe that at no time in the past two years has FTI
or any of its partners or managers been the Energold Group aﬁditor, accountant or employee,

91. In the course of the forbearance, FTI acted as financial advisor to Extract and the Noteholders.
I am advised by Darin Milmeister, managing partner of Extract, and believe that Extract and the Noteholders
have waived any conflict in FTI acting as monitor in these proceedings and that Extract terminated FTI’s
engagement as financial advisor so that it could act as monitor in these proceedings.

Chief Restructuring Officer |

92, As noted above, Energold engaged Portage Point to provide resources and support to
managelhent, including the Board appointing me as CRO. |

93. I hold a Bachelor of Business Administration from the University of lowa and have worked in
the corporate insolvency and restructuring industry for over 15 years, with extensive experience in large,
complex restructurings of debtor companies in capital-intensive industries. Prior to joining Portvage Point,
Iwasa Senior‘Director at Ankura Consulting Group LLC (“Ankura”) in Ankura’s corporate restructufing
practice. At Anukra, I worked on restructurings in a range of industries. My restructuring practice at Ankura
included a key role in the restructuring of the Puerto Rico Electric waer Authority (PREPA), for which I,

among other-things, crafted the fiscal plan, led operational improvement identification, and led the
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implementation work stream. Also while with Ankura, I developed the contingency plan and business plan
for the restructuring of a large market capitalization Skilled Nursing Facility. I was also previously a
Director in the commercial restructuring practice of Alvarez & Marsal (“A&M”). At A&M, I worked
closely with chief restructuring officers on all financial and operational aspects of in-court and out-of-court
restructurings across a range of capital-intensive industries, ihcluding manufacturing, transportation,
recycling, and aerospace. In that role, I also worked closely with the management teams of debtor
companies to perform financial due diligence of potential acquisitions.
94. I have been working with Energold as its CRO since June 28, 2019. Since that time, I have
worked out of the Energold Head Office and worked closely with the Board, Senior Management and the
management of Energold’s subsidikaries outside Canada. As a result, I understand Energold’s business,
management and the nature and extent of its financial distress.
95. 1 have also worked closely with Senior Management, and management outside Canada, to
implement restructuring measures to make the business more efficient and cost-effective. Based on my
experience in restructuring matters, my continued involvement as CRO enhances the likelihood of
generating maximum stakeholder value and will allow the Petitioners’ operations to continue in an orderly
fashion through these proceedings.
96. In particular, the Energold Group’s business and operations are complex, with subsidiaries
operating in multiple jurisdictions, in a variety of industries and in different currencies. During my time as
CRO, I have become very familiar with these structures, and how they must be addressed to maximize
efficiencies and value. I have also developed a good working relationship with the management outside
Canada, and we are working well together to make those businesses more efficient and cost-effective in
order to drive value for the Energold Group, and ultimately Energold as the parent company of the group.
97. As noted above, the Board determined that Energold’s management required additional
“resources and support to facilitate a restructuring, Based on my experience in restructuring matters and
with Energold in particular, I believe that Energold continues to require this support and that it will be

particularly important in the initial stages of the CCAA proceedings. Through my time as CRO, I have
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gained a significant amount of institutional knowledge of the Energold Group and its business, which [
believe will maximize the enterprise value for the Petitioners’ stakeholders. v

98. Part of my role has included identifying other individuals within the Enérgold Group whose
roles could be expanded or transitioned to bolster the management team, and throughout these CCAA
proceedings, it is my intention as CRO and the intention of the Board that these changes will b¢
implemented, with a view to reducing my role over time.

99, In the time leading up to the CCAA proceedings, and during the CCAA proceedings, there
will be no duplication of roles within management or other professionals involved in this matter.

100. Portage Point charges its fees on an hourly basis, with reimbursement for expenses. Based on
my experience in restructuring matters, and with Energold in particular, the fees charged by Portage Point
related to my role as CRO are fair and reasonable in light of the complexity of the business and work
required, and the rates charged are consistent with rates charged by similar restructuring professionals.
101. Aithough Energold engaged Portage Point and appointed me as CRO with the support of
Extract, I act independently from Extract and all other parties or stakeholders.

102. Finally, my understanding is that the proposed Monitpr supports my engagement as CRO of
Energold in the course of the proposed restructuring, and that the role of the Monitor will not duplicate my
role within Energold’s management as CRO.

Administrative Charge

103. Portage Point (through me as CRO), the Petitioners’ solicitors, the Monitor and the Monitor’s
solicitors are each essential to the Petitioners’ restructuring. They have each advised me that they are
prepared to provide or continue professional services to the Petitioners only if they are protected by a charge
over the assets of the Petitioners. Accordingly, the Petitioners seek a priority charge over ﬂ1ei1’ assets in
favour of its solicitors, Portage Point, the Monitor and the Monitor’s solicitors. |

104. In connection with its appointment, it is contemplated that the Monitor, counsel to the Monitor,
the Petitioners’ counsel, and Portage Point (with respect to my engagement as CRO) will collectively be

granted a court-ordered charge (the “Administration Charge”) up to the maximum amount of $450,000,
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as security for their collective fees and disbursements incurred both before and after the date of the Initial
Order in connection with these proceedings. As among the beneficiaries of the charge, the aggregate
amount will be divided:
(a) $150,000 as security for the fees and disbursements of Portage Point, as CRO, at standard
rates and charges;
(b) $150,000 as security for the fees and disbursements of the Petitioners’ legal counsel, at
standard rates and charges; and
(¢) $150,000 as security for the fees aﬁd disbursements of the Monitor and its legal counsel,
each at their standard rates and charges.
105. This amount has been determinéd not on the basis of the total fees payable to these
professionals during the proceedings but on an assessment of what could be an amount outstanding to these
professionals at any given time in the proceedings.
106. The Administration Charge is proposed to have first priority over all other charges (pari passu
with the Financial Advisor Charge, as defined below) and the quantum of the proposed charge was
determined in §01ls\1]tatio11 with the Monitor. The Petitioners believe the Administratioﬁ Charge is fair and
reasopable in the circumstances. Specifically, the Petitioners require the expertise, knowledge and
continuing participation of the intended beneficiaries of the Administration Charge in these proceedingé,
and I believe that these professionals are unlikely to confinue providing these essential services to the
Petitioners if the Administration Charge is not granted.
Financial Advisor Charge
107. The continued involvement of EY Finance, as financial advisor to the Petitioners in the course
of the sale of Bertram Drilling and the SSP, is essential to the Petitioners’ restructuring, EY Finance has
communicated to me that they are prepared to provide or continue professional services to the Petitioners

only if they are protected by a charge over the assets of the Petitioners. Accordingly, the Petitioners seek

a priority charge over their assets in favour of EY Finance.
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108. In connection with its appointment, it is contemplated that EY Finance will be granted a court-
ordered charge (the “Financial Advisor Charge”) up to the maximum amount of $200,000, as security for
their fees and disbursements incurred both before and after the date of the Initial Order in connection with
these proceedings.

109. This amount has been determined not on the basis of the total fees payable to EY Finance
during the proceedings but on an assessment of what could be an amount outstanding to these professionals
at any given time in the proceedings. |

110. The Financial Advisor Charge is proposed to rank pari passu with the Administration Charge,
and the quantum of the proposed charge was determined in consultation with the Monitor. The Petitioners
believe the Financial Advisor Charge is fair and reasonable in the circumstances. Specifically, the
Petitioners require the expertise, knowledge and continuing participation of EY Finance in these
proceedings, and I believe that EY Finance is unlikely to continue providing these essential services to the
Petitioners if the Financial Advisor Charge is not granted.

Interim Financing and Interim Lender’s Charge

111. The Pétit@ners cannot meet their obligations as they come due and their need for interim
financing is severe and urgent. As indicated in the Cash Flow Statement, the Petitioners require interim
financing in order to fund oﬂgoing operations and the- professional costs associated with the CCAA
proceedings. Without the provision of interim financing during these proceedings, Energold and the rest
of the Petitioners will not be able to carry on their business, to the detriment of all stakeholders.

112. To provide necessary liquidity, I had various discussions with Extract and other representatives
of the Noteholders in respect of potential financing of Energold and its subsidiaries. These discussions
included the prospect of advancing interim financing (the “Interim Financing”) to the Petitioners.

113, Energold DIP Lender, LL.C (thé “Interim Lender”) has provided Energold with a draft term
sheet outlining the various terms and conditions on'which it was willing to advance interim financing (the

“Interim Facility”) to Energold and the Petitioners through the CCAA proceeding.
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114, The terms of the Interim Financing are still being finalized, and the final term sheet (the
“Interim Financing Term Sheet”) will be_, attached in a further afﬁda‘\;it, to be sworn, when the terms are
finalized.

115. The basic terms and conditions of the Interim Financing are substantially agreed, and include,
among other things:

(a) a loan in the aggregate principal amount of approximately $3,750,000 to be advanced in
two tranches of $1,350,000 and $2,400,000, respectively, such amount being sufficient to
satisfy the Petitioners’ funding needs as evidenced by the Cash Flow Statement;

(b) interest payable at the rate of 8.00% per annum for the first 45 days post-filing, 12.00%
per annum for the next 30 days, and 14.00% per annum thereafter;

(c) a closing fee in the amount of $90,000 and an agent fee in the amount of $90,000, each
payable on closing of the Interim Facility and an exit fee of $90,000 payable on repayment
of the Interim Facility in the amount of $90,000; |

(d) the closing fee and the exit fee will not be payable if, but for that fee, the Petitioners would

_ be able to make a distribution to their other creditors, and to the extent that the fee(s) have
been paid, the Interim Lender will repay those amounts;

() various collateral security, including a court-ordered charge against all real and personal
property now leased, owned or hereafter acquired by thevPetitioners; and

(f) a maturity date of November 15, 2019, or such later date as may be agreed to in writing
by the Interim Lender.

116. The Petitioners intend to use the Interim Financing to fund operations and preserve the value
of the Petitioners’ assets during the course of these proceedings and to implement the SSP. The Interim

Finaﬁcing contemplates two advances:
(a) Tranche 1, in the amount of approximately $1,300,000, which will be used to fund the
Petitioners’ working capital needs and the costs associated with these proceedings,

including the SSP;
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(b) Tranche 2, in the amount of approximately $2,400,000, which will be used, in part, to
finance the working capital needs of Energold Mexico.
117, Energold Mexico is a subsidi‘ary of Energold, and it is a significant asset of the Energold
Group. Bésed on my discussions with Senior Management, and the management’of Energold Mexico, I
, believe that the operations of Energold Mexico require liquidity to preserve and maximize the value of its
operations. In particular, Energold Mexico has significantly increased its revenue over the last three (3)
months, in part as a result of the increase in gold and silver prices. Energold Mexico has substantially
increased its rig utilization, and continues to do so, but requires capital to fund the workers and equipment
(including the cost to mobilize equipment) necessary to take advantage of this increased workflow. Based
on my experience with the Energold Group and my experience in restructuring matters, I believe that
funding Energold Mexico through these proceedings will generaté positive operating cash flow, for the
benefit of the Petitioners. Further, Energold Mexico is an asset being marketed for sale as part of the SSP.
Accordingly, in my business judgment, financing Energold Mexico is commercially reasonable and
rlecessary to preserve and maximize value for the Petitioners’ stakeholders.
118, The cash flow statement contemplates that when Energold Mexico has surplus funds, those
funds will be delivered to Energold, and in weeks where Energold Mexico has a working capital deficit,
Energold will prévide those funds using the borrowings under Tranche 2. It is a condition of the Tranche
2 advances that Energold Mexico give security in favour of thé Interim Lender, and that Export
Development Canada, which has an interest in Energold Mexico, consent to the granting of such security,
the subordination of its security interest to that of the Interim Lender, and' an arrangement whereby its
security interest will rank pari passu With any security delivered to the Noteholders with respect to Energold
Mexico. |
119. The Interim Financing contemplates that it will be repaid from the proceeds resulting from the

Auction Proposal.
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120. Given the Petitioners’ current financial circumstances, 1 believe that the proposed interim
financing contemplated in the (to be finalized) Interim Financing Term .Sheet is necessary to allow the
Petitioners to restructure the business and affairs of the Energold Gl‘oup,- and complete the SSP‘.

121. Based on my experience in the restructuring industry and with Energold in particular, I believe
that the terms of the Interim Financing Term Sheet and the Interim Facility are fair and reasonable in the
circumstances, and will allow the Energold Group to implement a sale process that will preserve enterprise
value.

122, The Petitioners seek a charge (the “Interim Lender’s Charge”) on their assets, properties and
undertakings to secure the amounts advanced under the Interim Financing Term Sheet and the Interim
Facility in the maximum principal amount of the Interim Financing plus interest and fees payable under the
Interim Financing Term Sheet. It is the desire and intention of the Petitioners that the Interim Lender’s
Charge shall rank in priority to all other interests, with the exception of the Administration Charge and the
Financial Advisor Charge.

123. ~ The Petitioners believe the Interim Lender’s Charge is fair and reasonable in the circumstances
and that the Interim Lender will not make the Interim Facility available without this charge.

Direcior ’s and Officer’s Charge

124. The continued participation of the Petitioners” directors and officers is essential to continuing
operations and preserving value of the Petitioners while they carry out restructuring efforts. The directors
and officers of Energold have expressed concern regarding the potential for personal liability, and have
expressed a desire for certainty with respect to such personal liability if they continue in their current
capacities in the context of a CCAA proceeding. As noted above, three of Energold’s directors have
recently resigned. Based on my discussions with the directors that resigned, I believe that their resignations
were, at least in part, driven by concerns regarding personal liability.

125. The Petitioners intend to seek a directors’ and officers’ pharge (the “D&O Charge”) on their
assets, properties and undertakings to indémnify its directors and officers in respect of liabilities they may

incur as directors or officers of Energold which are not covered by insurance, up to the maximum principal
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~amount of $200,000. The directors and officers of the Energold Group who will benefit from the D&O
Charge consist of the members of Senior Management defined and listed above and the directors of
Energold. As of the date of this Affidavit, the directors éf Energold are Frederick W. Davidson, James
Coleman (chairman) and Mark Corra.,

126. The Petitioners maintain insurance policies in respect of the potential liabilities of its directors
and officers, but these policies contain several exclusions and .limitations to the coverage provided such that
there is a potentia/l for insufficient coverage.

127. With the assistance of FTI, the Petitioners. performed a calculation to determine the reasonable
quantum of the pofential D&O Charge, based on the estimated amount of one pay cycle for the Petitioners
and sources of personal liability such as soLu*ce deductions and tax liabilities. The amount sought for the
D&O Charge is supported by the proposed Monitor.

128. The Petitioners believe the D&O Charge provides a reasonable level of protection for the
directors and officers that are prepared to stay with the Petitioners through its CCAA process. The D&O
Charge also provides protection for the directors and officers if the insurance cannot be renewed dﬁe to an
increase in premiums or if they otherwise cannot rely on the insurance. The Petitioners believe the D&O
Charge is fair and reasonable in the circumstances.

Priority Ranking of the Charges

129. The Petitioners propose that the charges they are seeking be secured against their assets,

properties and undertakings, ranking in priority as follows:

First Administration Charge (up to the maximum amount of $450,000)

(pari passu) ‘

First Financial Advisor Charge (up to the maximum amount of $200,000)

(pari passu)

Second Interim Lender’s Charge (up to the maximum amount of the Interim

Financing), plus interest, costs, fees and disbursements under the Interim
Financing Term Sheet; and

Third D&O Charge (up to the maximum amount of $200,000).
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Urgency

130. The Petitioners require CCAA protection on an urgent basis. The Petitioners require access to
the proceeds from the Interim Facility to meet its obligations going forward, and the Interim Lender will
not advance funds without a court-ordered charge. The Petitioners are in default of the Forbearance
Agreement, and Extract and the Noteholders are entitled to terminate the Forbearance Agreement, make
demand and begin enforcement proceedings. The Petitioners are also in default of the EDC Loan
Agreement, and EDC is entitled to make demand and begin enforcement proceedings. The Petitioners are
concerned that such realization proceedings would frustrate the Petitioners’ efforts to restructure their
business and affairs, and would ultimately be detrimental to the enterprise \}alue of the Petitioﬁers and the
interests of their stakeholders.

131. The Petitioners have also developed the SSP in consultation with EY Finance, FTT and the
representatives of the Noteholders. This SSP contemplates a process to be concluded quickly in order to
minimize the costs associated with these proceedings. Accordingly, the Petitioners require urgent relief so
that the SSP can be implemented at the‘earliest available date and so that the Petitioners can focué their
efforts on preserving and maximizing value for the benefit of their stakeholders.

SWORN BEFORE ME at Vancouver, British
Columbia, on the 12th day of September 2019.

NN N S

A cdommissioner for taking affidavits for MARK BERGER
British Columbia

LISA C. HIEBERT
Barrister & So icitor
BORDEN LADNER GERVAIS Slzu:t

1200 Waterfront Centre, 200 Burrard Stre

V7XiT2
48600, Vancouver, Canada
RO BoxX 804-632:3425
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SALE SOLICITATION PROCEDURE

Pursuant to a petition filed in the Supreme Court of British Columbia (the “Court”) on September 13, 2019
(the “Petition’), the Court made an order (the “Imitial Order”) granting Energold Drilling Corp.
(“Energold™), Cros-Man Direct Underground Ltd., EGD Services, Bertram Drilling Corp. and Omniterra
International Drilling Inc. (collectively, the “Petitioners™) protection from their creditors under the
Companies’ Creditors Arrangement Act, R.S.C. 1985 ¢.C-36, as amended (the “CCAA”). Within this Sale
Solicitation Procedure (“SSP”), Energold and its direct and indirect wholly owned subsidiaries, including,
but not limited to, the other Petitioners, are referred to collectively as the “Energold Group”.

Pursuant to the Initial Order, FTI Consulting Canada Inc. (“FTI”) was appointed as monitor of the
Petitioners (in‘such capacity, the “Monitor™) and Ernst & Young Orenda Corporate Finance and Ernst &
Young Corporate Finance (Canada) Inc. (together, “EY”) was appointed as financial advisor (in such
capacity, the “Financial Advisor™).

. Pursuant to a Sale Process Order, the Petitioners through its CRO (defined below), with the assistance of
the Monitor, are authorized and directed to carry out a process for the solicitation of offers to purchase all,
or any part, of the Energold Property (as defined herein) (the “Solicitation Process”).

The Sale Process Order, as it applies to the Solicitation Process and this SSP, shall exclusively govern the
process for soliciting and selecting bids for the salé of all or any part of the Energold Property.

This Solicitation Process has been prepared with input from the Financial Advisor, Monitor and Extract (as
defined below). "

The purpose of this Solicitation Process is to govern the process for soliciting and selecting bids for the
acquisition of some or all of the assets and business of the Energold Group that will benefit Energold and
its stakeholders, and to facilitate negotiations that will result in one or more definitive agreements
concerning a restructuring transaction with respect to the sale or liquidation of some or all of the Energold
Property or Energold Business (as defined herein) for the benefit of the Petitioners and their stakeholders. -

The completion of any transaction(sj will be conditional upon Court approval.

Unless otherwise indicated, all amounts set out in this SSP are in Canadian dollars and any event occurring
on a day that is not a Business Day shall be deemed to occur on the next Business Day.

Defined Terms

“Approval Hearing” has the meaning set out in paragrai)h 37 herein
“Auction” has the meaning set out in paragraph 30 herein

“Auction Bidders” has the meaning set out in paragraph 30 herein

“Backup Bid” has the meaning set out in paragraph 33 herein

“Backup Bid Expiration Date” has fhe meaning set out in paragraph 35 herein

“BDI Unit” means the right, title and interest Bertram Drilling Corp. holds in Bertram Drilling Inc.



“Bid Deadline” means 12:00pm (Vancouver time) on October 11, 2019
“Backup Bidder” has the meaning set out in paragraph 33 herein

“Business Day” means any day other than (&) a Saturday or Sunday; or (b) a day that is a statutory holiday
in Vancouver, British Columbia

“CCAA” has the meaning set out above
“Claims and Interests” has the meaning set out in paragraph 5 herein
“Confidential Information Memorandum” has the meaning set out in paragraph 8 herein

“Confidentiality Agreement” means the form of non-disclosure and confidentiality agreement to be
provided to potential bidders by the Financial Advisor, and which must be executed for parties to become
Potential Bidders under this SSP :

“Court” has the meaning set out above

“CRO” means Portage Point Partners LLC in its capacity as Chief Restructuring Officer of the Energold
Group

“Cros-Man Unit” means the right, title and interest Energold holds in Cros-Man Direct Underground Ltd.
or the right title and interest of Cros-Man Direct Underground Ltd. in assets as further particularized in
information from the Financial Advisor ‘

“Data Room” means the data room to be created by the Financial Advisor which will include a detailed
listing of the Energold Propetty, a form of Purchase Agreement and such other materials that the SSP Team
deems necessary to allow Potential Bidders to conduct such due diligence as those parties may require

“Deposit” has the meaning set out in paragraph 17 herein
“DIP Lender” means Energold DIP Lender LLC

“EMEA Unit” means the right, title and interest of Energold in E~Global Drilling Corp:-and its subsidiaries
including Energold Drilling (EMEA) Limited

“Energold Group” has the meaning set out above

“Energold Group Insiders” means an individual that is currently a director, officer or in an executive
management position of Energold or any of its direct or indirect subsidiaries, or an individual that held such
a position at any time after September 1, 2018 ‘ -

“Energold Business’ means the business carried out by the Energold Group

“Energold Property” means the property, assets and undertakings of the Energold Group or any part thereof,
including without limitation the directly or indirectly wholly owned subsidiaries of Energold



“Extract” means Extract Advisors LLC, in its capacity as the administrative agent for noteholders pursuant
to certain convertible secured notes issued pursuant to the note purchase agreement dated as of June 15,
2017 among Energold as issuer, certain other Energold subsidiaries as guarantors and certain noteholders

“Financial Advisor” has the meaning set out above

“Latin America Unit” means Energold’s right title and interest in Energold Mexico S.A. de C.V., Energold
Argentina S.A., OroEnergy S.A., Energold de Colombia S.A.S., Energold Drilling Dominicana S.R.L., and
E Drilling Nicaraugua and Omniterra International Drilling Inc.’s right title and interest in Energold Drilling
Peru and Energold Perfuracoes

“Leading Bid” has the meaning set out in paragraph 30 herein
“Minimal Incremental Overbid” means $100,000
“Monitor” has the meaning set out above

“Noteholders” means the noteholders pursuant to certain convertible secured notes issued pursuant to the
note purchase agreement dated June 15, 2017 as amended and restated from time to time among Energold,
as issuer, certain other subsidiaries as guarantors and certain noteholders

“Notice Parties” has the meaning set out in paragraph 42 herein
“Petition” has the meaning set out above
“Potential Bidder” has the meaning set out in paragraph 10 herein

“Proposal” means a proposal to purchase or liquidate some or all of the assets ot business of the Energold
Group, including binding term sheets and draft agreements and ancillary agreements, with a blackline to
the template form of purchase agreement to be provided by the Financial Advisor

“Purchase Agreement” means a draft purchase and sale agreement in respect of the Energold Property
“Qualified Bidder” has the meaning set out in paragraph 21 herein and includes Extract

“Qualified Bid” has the meaning set out in paragraph 21 herein and, subject to a satisfactory security review
by the Monitor, includes the Stalking Horse Bids

“Sale Process Order” means an order of the Court in respect of this SSP

“Sale Proposal” means an indication of interest or proposal to purchase all or substantially all, or one or
more of the Energold Business or the Energold Property

“Solicitation Process™ has the meaning set out in the preamble above
“SSP” means this Sale Solicitation Procedure

“SSP Team” has the meaning set out in paragraph 3 herein



“Stalking Horse Bids” means the credit bids to be submitted by Extract in connection with this SSP and
which, subject to a satisfactory security review by the Monitor’s legal counsel, shall be deemed to be
Qualified Bids pursuant to paragraph 21 of this SSP

“Starting Bid” has the méaning set out in paragraph 30 herein

“Subsequent Bid” has the meaning set out in paragraph 30 herein

“Successful Bid” has the meaning set out in paragraph 33 herein

“Successful Bidder” has the meaning set out in paragraph 33 herein

“Teaser” has the meaning set out in paragraph 7 herein

Timeline for Solicitation Process

1.

The timeline and activities for the Solicitation process are as follows:

h.

September 13, 2019: Completion of the list of potential bidders and draft marketing
materials, including Purchase Agreement and Confidentiality Agreement to be provided to
the Potential Bidders;

September 16, 2019: Commencement of post-CCAA marketing activities;

September 16, 2019 to October 11, 2019: Formal due diligence by Potential Bidders (after
each has delivered an executed Confidentiality Agreement);

By 5 p.m. (PST) October 11, 2019: Bid Deadline for submission of non-binding offers. A
blackline of the offer to the Purchase Agreement to be provided to the Financial Advisor
by Potential Bidders. Potential Bidders must submit a non-binding offer and Deposit by
the Bid Deadline;

October 14, 2019: Financial Advisor to provide to the SSP Team a summary of submissions
and copies of offers received;

Noon (PST) on October 16, 2019: SSP Team to determine which bids to qualify as
Qualified Bids (or Monitor to make the determination if the SSP Team cannot agree);

By noon (PST) on October 16, 2019: Financial Advisor to notify Qualified Bidders that
they may proceed with their due diligence and inform those Potential Bidders who have
not been approved as Qualified Bidders that their deposit will be returned;

October 21, 2019: SSP Team to assess Qualified Bids for which Deposits are received;

October 16, to 25, 2019: additional due diligence by Qualified Bidders and negotiation of
definitive agreements;



j. October 28, 2019: conclusion and delivery of definitive documents by Qualified Bidders;

k. 9am (PST) on October 29, 2019: Financial Advisor to provide SSP Team with a summary
of the material terms and conditions of the Qualified Bids which the SSP Team believes is
(individually or in aggregate) the highest or otherwise best Qualified Bid(s);

1. October 31, 2019: Auction, if appropriate;
m. On or before November 7, 2019: court application for court approval of transaction(s); and
n. November 30, 2019: closing of transaction(s).

2. The SSP Team will make all reasonable efforts to carry out the Solicitation Process in accordance
with the timeline set out above. However, the SSP Team may extend this timeline with the approval
of the Monitor, provided the Bid Deadline may not be extended beyond October 18, 2019 and a
potential Auction shall not be extended beyond November 5, 2019, without the prior written
consent of Extract and the DIP Lender.

Solicitation Process

3. The CRO and with the assistance of the Financial Advisor (collectively, the “SSP Team”), and
with the oversight of the Monitor, shall conduct the Solicitation Process as outlined in this SSP.
The degree of oversight of the Monitor shall be as determined by the Monitor in its reasonable
discretion.

“As Is, Where Is”

4. The sale of the Energold Property or the Energold Business will be on an “as is, where is” basis
without surviving representations, warranties, covenants or indemnities of any kind, nature or
description by the Monitor, the Financial Advisor, the Energold Group or any of their agents,
estates; advisors, professionals or otherwise; except to the extent expressly set forth-in the relevant
sale agreement.

“Free of any and all Claims and Interests”

5. In the event of a sale, all of the rights, titles and interests of the Energold Group in and to the
Energold Property to be acquired will be sold free and clear of all pledges, liens, security interests,
encumbrances, claims, charges, options, interests thereon and there against (collectively, the
“Claims and Interests”) pursuant to approval and vesting orders made by the Court.
Contemporaneously with such approval and vesting orders being made, all such Claims and
Interests, to the extent valid and enforceable, shall attach to the net proceeds of the sale of such
property (without prejudice to any claims or causes of action regarding priority, validity or
enforceability thereof), except to the extent otherwise set forth in the relevant sale agreement.
Extract has confirmed that, should this SSP result in a sale of any of the Energold Property to a
third party, it will discharge the Noteholders security from the undetlying subsidiaries and assets.



Solicitation of Interest

6. The SSP Team is preparing, and will finalize by September 13, 2019, a list of potential bidders for
the Energold Business and the Energold Property. Such list will include both strategic and financial
parties who, in the SSP Team’s reasonable business judgment, may be interested in acquiring the
Energold Business and the Energold Property. '

7. By noon PST on September 16, 2019, the Financial Advisor will prepare a solicitation letter
summarizing the acquisition opportunity, notifying potential bidders of the existence of the
Solicitation Process and inviting them to enter into a confidentiality agreement with the Energold
Group and to express their interest in making an offer to acquire all or substantially all of the
Energold Business or the Energold Property, in whole or in part (the “Teaser”). The Financial
Advisor will distribute the Teaser to the potential bidders.

" Participation Requirements

8. By noon PST on September 16, 2019, the Financial Advisor and the Energold Group will have
prepared a confidential information memorandum (the “Confidential Information
Memorandum”) providing a detailed description of the Energold Business and the Energold
Property, a summary of the industry and opportunities within the market and financial information
including analysis of historical results and future projections.

9. Unless otherwise ordered by the Court, in order to receive the Confidential Information
Memorandum, conduct its due diligence and participate in the Solicitation Process, an interested
party must deliver an executed Confidentiality Agreement which shall inure to the benefit of any
purchaser of the Energold Property or the Energold Business.

10. Interested parties will be deemed a “Potential Bidder” after having delivered the executed
confidentiality agreement.

Due Diligence

11. By noon PST on September 16, 2019. the Financial Advisor will provide a Confidential
Information Memorandum to each Potential Bidder describing the opportunity to acquire all or any
part of the Energold Property.

12. Each Potential Bidder shall have such due diligence access to materials and information relating to
the Energold Property and the Energold Business as the SSP Team, in its collective reasonable
business judgment deems appropriate.

13. At the discretion of the Monitor and the SSP Team, due diligence access may include management
presentations (the Energold Group agrees to participate in such presentations as is reasonably



14.

practicable), access to physical and online data-rooms, on-site inspections and such other matters
as a Potential Bidder may reasonably request and as to which the Monitor and the SSP Team, in
their reasonable exercise of discretion, may agree. The Financial Advisor may also, with the
consent of the Potential Bidder and Extract, facilitate discussions between a Potential Bidder and
Extract in respect of financing for the Potential Bidder’s offer.

The SSP Team (and their respective officers, directors, employees, agents, counsel and
professionals) are not responsible for, and will have no liability with respect to, any information
obtained by any Potential Bidder or Qualified Bidder in connection with the Energold Business or
the Energold Property. The SSP Team (and their respective officers, directors, employees, agents,
counsel and professionals) do not make any representations or warranties whatsoever as to the
information or the material provided, except in the case of the Energold Group, to the extent
expressly provided under any definitive sale agreement executed and delivered by a Successful
Bidder and the applicable Energold Gold Group entity (or entities).

Bidding Process

15.

16.

17.

18.

On or about September 13, 2019, the Financial Advisor shall provide the Potential Bidders with
the draft Purchase Agreement, which will also be made available in the Data Room.

The SSP Team will ensure that all Potential Bidders have access to the same information. If the
SSP Team determines that it is not appropriate to provide certain information to all Potential
Bidders, the SSP Team will consult with the Monitor in respect of (a) the information to be
withheld; (b) the Potential Bidders that will not receive the information; and (c) the SSP Team’s
reasons that the information should not be provided. If the Monitor does not approve. the
information being provided to only some Potential Bidders, the SSP Team must either provide the
information to all Potential Bidders or none of the Potential Bidders.

On or before October 11, 2019, the Bid Deadline, any Potential Bidders who intend to continue in
the Solicitation Process must deliver (i) a Proposal to the Financial Advisor, which may be
conditional or non-binding, indicating the key terms of their offer, including a blackline comparison
of their Proposal to the Purchase Agreement, (ii) deliver a refundable deposit (the “Deposit”) to
the Petitioners’ counsel in the form of a wire transfer (to a trust account specified by the Petitioners’
counsel) in an amount equal to the lesser of 10% of the purchase price or CAD$500,000.

The SSP Team shall direct the Financial Advisor to review each Proposal that is submitted before
the Bid Deadline and may do any of the following:

a. Request additional information from a Potential Bidder with respect to their Proposal;
b. Engage in discussions with the Potential Bidder in respect of their Proposal with the

intention of better understanding the possible definitive agreement and offer that such
Potential Bidder may make; and



c. Provide additional information in the Data Room in response to any issues raised by any
Proposal.

19. If after review of a Proposal, the SSP Team determines that the Proposal is unlikely to result in a
transaction, the SSP Team on October 16, 2019, shall advise the Potential Bidder of that
determination and may terminate the Potential Bidder’s access to due diligence information and
involvement in the Solicitation Process and will instruct petitioner counsel to return the deposit.

20. The SSP Team will prepare a report of the Potential Bidders that submit Proposals and the results
of its preliminary evaluation of the Proposals received and provide the report to the Monitor, the
DIP Lender and Extract.

Qualified Bids

21. In order to qualify as a “Qualified Bidder” a Potential Bidder must deliver a Proposal by 5 p.m.
(PST) October 11, 2019 on the Bid Deadline. A proposal will be considered a “Qualified Bid” if
 the following is satisfied: :

(1
a. the proposal is in the form of the Purchase Agreement, along with a blackline comparison
showing the Potential Bidder’s changes;

b. for parcels subject to Stalking Horse Bids, the proposal contemplates consideration of at
least the Stalking Horse Bid amount plus the Minimum Incremental Overbid;

c. the proposal contemplates concluding a transaction within the timelines set out in this SSP;

d. the proposal fully discloses the identity of each entity that is bidding or otherwise that will
be sponsoring or participating in the Proposal, including:

i. for Potential Bidders which are affiliated with or controlled by one or more
Energold Group Insiders or one or more Noteholders, identifying the Potential
Bidder’s direct and indirect owners;

i, for all other Potential Bidders, identifying the Potential Bidder’s direct and indirect
owners holding more than 25% ownership in the Potential Bidder;

e. the proposal identifies whether the Proposal is subject to debt or equity financing, and if
so, the.expected source and amount of that funding, the status of any discussions with
funding sources, the steps and timing necessary to obtain firm commitments;

f. if the Qualified Bidder is an entity newly formed for the purpose of the transaction, the
proposal shall contain an equity or debt commitment letter from the parent entity or
sponsor, which is satisfactory to the SSP Team that names the Energold Group as third
party beneficiaries of any such commitment letter with recourse against such parent entity

8



or sponsor or alternatively a guarantee from the parent entity or sponsor of such Qualified
Bidders;

g. the proposal includes contact information for the Potential Bidder’s financial advisor and
legal counsel, if applicable; and :
h. the proposal contains other information reasonably requested by the SSP Team.

(2) The Financial Advisor has notified in writing the Potential Bidder’s proposal is a Qualified Bid.

(3)Petitioner Counsel has received the Deposit from the Potential Bidder by 5 p.m. (PST) on
October 11, 2019.

22. Notwithstanding paragraph 21, the SSP Team, in consultation with the Monitor, may waive

23.

24.

25.

26.

compliance with any one or more of the Qualified Bid requirements specified above, and deem
such non-compliant bids to be a Qualified Bid.

Extract shall be deemed to be a Qualified Bidder and submits the following credit bids:

a.  $1,500,000 in respect of the BDI Unit;

b.  $3,000,000 in respect of the Cros-Man Unit;

c.  $2,000,000 in respect of EMEA Unit; and

d. $6,800,000 in respect of the Latin America Unit

(collectively, the “Stalking Horse Bids” and each a “Stalking Horse Bid”).

Other than the report described at paragraph 20 above, Extract shall only be entitled to receive such
information as all other Qualified Bidders may receive. In submitting the Stalking Horse Bid,
Extract may credit bid to the extent of the amounts outstanding to Extract, subject to a satisfactory
security review by the Monitor and provided the Stalking Horse Bids contain a sufficient cash
component to satisfy any priority encumbrances, including the Court-ordered charges and amounts

due to the Financial Advisor.

The Financial Advisor will notify all Qualified Bidders that their Proposal was found to be a
Qualified Bid within the meaning of this SSP. 4

The Financial Advisor may facilitate negotiations between the Energold Group and Qualified
Bidders in order to negotiate binding offers in respect of the Qualified Bidder’s Proposal and
definitive documents in respect of the Proposal.

Assessment of Qualified Bids
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27.

28.

29.

30.

The SSP Team will assess the Qualified Bids received, if any, and will determine whether it is
likely that the transactions contemplated by such Qualified Bids are likely to be consummated and
whether proceeding with this SSP is in the best interests of the Energold Group and its stakeholders
including the DIP Lender and Extract. Such assessments will be made as promptly as practicable
but no later than noon (PST) on October 16, 2019.

If the SSP Team, in accordance with paragraph 27 above determines that (a) no Qualified Bids
were received other than Extract’s; (b) at least one Qualified Bid was received but it is not likely
that the transactions contemplated in any such Qualified Bids will be consummated; (c) proceeding
with this SSP is not in the best interests the Energold Group and its stakeholders, including Extract,
the SSP Team shall forthwith: (i) terminate this SSP; (ii) notify each Qualified Bidder that this SSP
has been terminated; and (iv) subject to a satisfactory security review by the Monitor’s legal
counsel, consult with Extract regarding next steps, including concluding the Stalking Horse Bids.

If the SSP Team, in accordance with paragraph 27 above, determines that (&) one or more Qualified
Bids were received, (b) it is likely that the transactions contemplated by one or more of such
Qualified Bids will be consummated, and (c) proceeding with this SSP is in the best interests of the
Energold Group and its stakeholders including Extract, the SSP Team will: (i) proceed to negotiate
with one or more of the Qualified Bidders in an attempt to conclude definitive documents, or (ii)
proceed to an Auction, in which case, the Financial Advisor will promptly notify all Qualified
Bidders that they are entitled to participate in the Auction.

Auction

If, in accordance with paragraph 29 above, the Auction is to be held, the Financial Advisor will
conduct an auction (the “Auction”) at 9:30am (local time) on October 31, 2019, at the offices of
Ernst & Young Inc., located at Pacific Centre, 700 West Georgia Street, Vancouver, British
Columbia, V7Y 1C7, or such other location as shall be communicated on a timely basis to all
entities entitled to attend at the Auction. The Auction shall run in accordance with the following

_procedures, which may be.modified by SSP Team in its discretion, after consultation with the

Monitor:

a. At least three (3) Business Days prior to the Auction, each Qualified Bidder must inform
the SSP Team whether it intends to participate in the Auction (the parties who so-inform
the SSP Team, the “Auction Bidders™);

b. Extract shall be deemed to be an Auction Bidder in respect of its Stalking Horse Bids, and
will be entitled to bid at the Auction, on the same terms as the other Auction Bidders;

c. Atleast two (2) Business Days prior to the Auction, the Financial Advisor will provide the
material terms and conditions of the Qualified Bid(s) which the SSP Team believes is
(individually or in the aggregate) the highest or otherwise best Qualified Bid(s) for each
Company or group of assets (the “Starting Bid”) to all Auction Bidders;
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Only representatives of the Auction Bidders, the Energold Group, the Financial Advisor,
the Monitor, the CRO, the DIP Lender and Extract and such other persons permitted by the
SSP Team and the Monitor (and the advisors to each of the forgoirig) are entitled to attend
the Auction. All Auction participants must attend in person, unless the Financial Advisor,
in consultation with the Monitor, provides written consent for such participant to attend by
phone or other electronic means;

. At the commencement of the Auction, each Auction Bidder shall be required to confirm
that it has not engaged in any collusion with any other Auction Bidder to detrimentally
affect the price for any sale; '

Only the Auction Bidders will be entitled to make any subsequent bids at the Auction;

All Subsequent Bids presented during the Auction shall be made and received in one room
on an open basis. All Auction Bidders will be entitled to be present for all Subsequent Bids
at the Auction with the understanding that the true identity of each Auction Bidder at the
Auction will be fully disclosed to all other Auction Bidders at the Auction and that all
material terms of each Subsequent Bid will be fully disclosed to all other Auction Bidders
throughout the entire Auction;

All Auction Bidders must have at least one individual representative with authority to bind .

such Auction Bidder present in person at the Auction;

The SSP Team, after consultation with the Monitor, may employ and announce at the
Auction additional procedural rules that are reasonable under the circumstances, (e.g. the
amount of time allotted to make Subsequent Bids, requirement to bid in each round, and
the ability of multiple Auction Bidders to combine to present a single bid) for conducting
the Auction, provided that such rules are (i) not inconsistent with any applicable law, and
(ii) disclosed to each Auction Bidder at the Auction;

Bidding at the Auction will begin with the Starting Bid and continue, in one or more rounds
of bidding, so long as during each round at least one subsequent bid is submitted by an
Auction Bidder (a “Subsequent Bid”) that the SSP Team determines, after consultation
with the Monitor, is (A) for the first round, a higher or otherwise better offer than the
Starting Bid, and (B) for subsequent rounds, a higher or otherwise better offer than the
Leading Bid; in each case by at least the Minimum Incremental Overbid. Each bid at the
Auction shall provide net value to the Energold Group of at least the Minimum Incremental
Overbid over the Starting Bid or the Leading Bid, as the case may be; provided however
that the SSP Team, after consultation with the Monitor, shall retain the right to modify the
incremental requirements at the Auction and provided further that the SSP Team, in
determining the net value of an incremental bid, shall not be limited to evaluating the
incremental dollar value of such bid and may consider other factors as identified in
paragraph 32 of this SSP. After each Subsequent Bid, the SSP Team shall, after
consultation with the Monitor, announce whether such bid (including the value and
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“material terms thereof) is higher or otherwise better than the prior bid (the “Leading Bid™).
A round of bidding will conclude after each Auction Bidder has the opportunity to submit
a Subsequent Bid with full knowledge of the Leading Bid;

k. If, in any round of bidding, no new Subsequent Bid is made that becomes a Leading Bid,
the Auction shall be closed;

I.  The Auction shall be closed by Midnight on the day of the Auction unless extended for a
further 24 hour period by the SSP Team with the approval of the Monitor; and,

m. No bids (from Qualified Bidders or otherwise) shall be considered after the conclusion of
the Auction.

Selection Criteria

31. In selecting the Starting Bid, each Leading Bid, the Successful Bid and the Backup Bid, the SSP
Team will review each Qualified Bid.

32. Evaluation criteria with respect to Proposals may include, but are not limited to, items such as

a. the purchase price and the net value, including assumed liabilities or other obligations to
be performed or assumed by the bidder, provided by such bid;

b. the claims likely to be created by such bid in relation to the other bids;
¢. the counterparties to the transaction;

d. the proposed revisions to the form of agreement provided by the SSP Team and the terms
of the transaction documents; ‘

e. other factors affecting the speed, certainty and value of the transaction, including any
regulatory approvals required to close the transaction;

f.  the assets included or excluded from the bid and the transaction costs and risks associated
with closing multiple transactions versus a single transaction for all or substantially all of
the Energold Property;

g. the estimated number of employees of the Energold Group that will be offered post-closing
employment by the bidder and any proposed measures associated with their continued
employment;

h. the transition services required from the Energold Group post-closing and any related
restructuring costs; and

i. the likelihood and timing of consummating the transaction.
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33.

34.

35.

36.

with the weight of each factor set out above, or other factors, being determined by the SSP Team
in its discretion.

Upon the conclusion of the bidding, the Auction shall be closed and the SSP Team will identify the
highest or otherwise best Qualified Bid received (such offer, the “Successful Bid”) and the next
highest or otherwise best Qualified Bid received (such offer, the “Backup Bid”). The Qualified
Bidder(s) who made the Successful Bid is the “Successful Bidder” and the Qualified Bidder(s)
who made the Backup Bid is the “Backup Bidder”. Atthe conclusion of the Auction, the Financial
Advisor will notify the Qualified Bidders of the identities of the Successful Bidder and the Backup
Bidder.

The SSP Team shall finalize a definitive agreement in respect of the Successful Bid and the Backup
Bid, if any, conditional upon the approval of the Court.

The Backup Bid shall remain open until the consummation of the transaction contemplated by the
Successful Bid (the “Backup Bid Expiration Date”).

All Qualified Bids (other than the Successful Bid and the Backup Bid) shall be deemed rejected on
the earlier of: (i) the date of closing of the Successful Bid or the Backup Bid, and (ii) November
30, 2019.

Approval Hearing

37.

38.

The Petitioners shall seek a hearing before the Court to be heard no later than November 7, 2019
to authorize the Energold Group to enter into an agreement to conclude the Successful Bid or the
Backup Bid (the “Approval Hearing”). The Approval Hearing may be adjourned or rescheduled
with the approval of the Monitor, without further notice, by notice to the service list in the CCAA
proceedings.

If following the approval of the Successful Bid by the Court, the Successful Bidder fails to
consummate the transaction for any reason, then the Backup Bid, if there is one, will be deemed to
be the Successful Bid hereunder and the SSP Team shall effect a transaction with the Backup Bidder
subject to the terms of the Backup Bid, without further order of the Court.

Deposits

39.

All Deposits shall be retained by the Petitioners’ counsel and invested in an interest bearing trust.

account in a Schedule I Bank in Canada. If there is a Successful Bid or a definitive agreement with
a Qualified Bidder, the Deposit (plus accrued interest) paid pursuant to the Approval Hearing shall
be released and applied to the purchase price to be paid by the Successful Bidder or the Qualified
Bidder upon closing. The Deposit (plus accrued interest) paid by the Backup Bidder shall be
retained by the Petitioners’ counsel until the Backup Bid Expiration Date or, if the Backup Bid
becomes the Successful Bid, shall be released and applied to the purchase price to be paid by the
Backup Bidder upon closing of the Backup Bid. The Deposits (plus applicable interest) of all
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Qualified Bidders not selected as the Successful Bidder or Backup Bidder shall be returned to such
bidders within five (5) Business Days of the earlier of (i) the date of closing of the Successful Bid
or the Backup Bid; and (ii) November 30, 2019. If this SSP is terminated in accordance with the
terms in this document, all Deposits shall be returned to the bidders within five (5) Business Days
of the date upon which it is determined that this SSP is terminated.

40. If an entity selected as the Successful Bidder or Backup Bidder breaches its obligations to close, it
shall forfeit its Deposit, provided however that the forfeit of such Deposit shall be in addition to,
and not in lieu of, any other rights in law or equity that the Energold Group has against such
breaching entity.

Approvals

41. For greater certainty, the approvals required pursuant to the terms of this SSP are in addition to and
not in substitution for any other approvals required by the CCAA or any other statute or are
otherwise required at law.

Notice Parties

42. As used herein, the “Notice Parties” are, collectively, the Energold Group, the CRO, the Financial
Advisor and the Monitor. The addresses to be used for delivering documents to the Notice Parties
are as follows: ‘

The Energold Group and the CRO:

1100 — 543 Granville Street
Vancouver BC V6C 1X8

Attention: Mark Berger, Chief Restructuring Officer
Email: mberger@pppllc.com
with a copy to:

Borden Ladner Gervais LLP
1200 Waterfront Centre

200 Burrard Street

P.O. Box 48600

Vancouver, BC V7X 1T2

Attention: Lisa Hiebert and Ryan Laity
Email: lhiebert@blg.com and rlaity@blg.com
The Financial Advisor:

Ernst & Young Orenda Corporate Finance and Ernst & Young Corporate Finance
(Canada) Inc.
Pacific Centre, 700 West Georgia Street
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43

44

PO Box 10101
Vancouver BC V7Y 1C7

Attention: Mike Bell
Email: mike.bell@ca.ey.com
The Monitor:

FT1 Consulﬁng Canada Inc.
555 Burrard Street, 15® Floor
Vancouver BC V7X 1M8§

Attention: Toni Vanderlaan and Tom Powell
Email: toni.vanderlaan@fticonsulting.com and tom.powell@fticonsulting.com
with a copy to:

Cassels Brock LLP

2200 HSBC Building
885 West Georgia Street
Vancouver BC V6C 3ES§

Attention: Mary Buttery, Q.C. and Lance Williams

Email: mbuttery@casselsbrock.com and Iwilliams@casselsbrock.com

. Proposals shall be delivered to all Notice Parties at the same time by electronic mail, personal

delivery or courier.

. Interested bidders requesting information about the qualification process, including the form of

" Purchase Agreement, and information in connection with their due diligence should contact the
Financial Advisor.

Reservation of Rights

45

46.

47,

. The Monitor, after consultation with the SSP Team, may reject, at any time any bid that is (i)

inadequate or insufficient; (ii) not in conformity with the requirement of the CCAA, this SSP or
any orders of the Court applicable to the Energold Group; (iii) contrary to the interests of the
Energold Group, its estate and stakeholders (including the DIP Lender and Extract) as determined
by the SSP Team.

At or before the Approval Hearing, the SSP Team or the Monitor may impose such other terms and
conditions as the Monitor determines to be in the best interest of the Energold Group’s estates and
stakeholders, provided that such terms and conditions are not inconsistent with this SSP.

This SSP does not, and shall not be interpreted to create any contractual or other legal relationship
between the Energold Gold Group and any other party, other than as specifically set forth in
definitive agreements that may be executed by the Energold Group.
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Further Orders

48. At any time during this SSP, the Monitor or the Petitioners may, following consultation with the
Monitor, apply to the Court for advice and directions with respect to the discharge of its powers
and duties hereunder.
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This is Exhibit “B” referred to
in the Affidavit #1 of Mark Berger
made before me on September 12, 2019

A Commissioriér for taking Affidavits
for British Columbia
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ENERGOLD DRILLING CORP.

INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2019

Unaudited
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NOTICE OF NO REVIEW BY AUDITOR

In accordance with National Instrument 51 — 102 Continuous Disclosure Obligations of the Canadian Securities

Administrators WE HEREBY GIVE NOTICE THAT the interim condensed consolidated financial statements

which follow this notice have not been reviewed by an auditor.
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Energold Drilling Corp.

Interim Condensed Consolidated Statements of Financial Position
Canadian dollars in thousands except for shares and per share data

Unaudited
March 31, December 31,
ASSETS 2019 2018
Current assets
Cash and cash equivalents $ 4,038 5,040
Restricted cash . 76 105
Trade and other receivables 18,543 13,464
Income taxes receivable , 1,598 2,134
Investments 2,262 2,34'3
Inventories 33,135 34,149
59,652 57,235
Non-current assets ’ :
Inventories 10,823 10,823
Property, plant and equipment 10,252 . 12,684
Right-of-use assets (Note 7) 2,089 -
Goodwill and intangible assets 3,256 3,359
26,420 26,866
$ 86,072 84,101
LIABILITIES
Current liabilities :
Bank indebtedness (Note 5) $ 7,168 4,286
Trade and other payables 18,751 16,884
Current income tax payable 1,028 1,079
Lease liabilities (Note 8) 801 531
Deferred revenue 2,008 2,008
29,846 24,788

Non-current liabilities
Bank indebtedness (Note 5) ’ - -

Trade and other payables 327 136
Due to related party (Note 12) - 219
Lease liabilities (Note 8) ‘ 1,176 765
Convertible debentures (Note 9) 17,706 17,605
Convertible debentures derivative 157 258
Deferred income tax liabilities’ ’ 3,313 3,303
22,679 22,286
52,525 47,074
SHAREHOLDERS’ EQUITY
Share capital - 95,379 95,379
Contributed surplus ) 11,318 11,155
Warrants 351 514
Equity component of convertible debentures (Note 9) 896 896
Accumulated other comprehensive income (2,828) (1,893)
Accumulated deficit (71,569) (69,024)
‘ 33,547 37,027
$ 86,072 84,101
ON BEHALF OF THE BOARD:
“F.W. Davidson”, Director “ML.A. Corra” | Director

- The accompanying notes form an integral part of these consolidated financial statements —
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Energold Drilling Corp.

Interim Condensed Consolidated Statements of Loss

For the three months ended March 31

Canadian dollars in thousands except for shares and per share data
Unaudited

2019 2018
Revenue 21,251 23,856
Direct costs 18,316 18,161
Gross profit (excluding amortization) 2,935 5,695
Indirect and administrative expenses
Accounting, audit and legal 210 244
Amortization 1,235 1,724
Bad debt expense 78 109
Investor relations, marketing and travel iz21 294
Management fees and consulting 224 449
Office, rent, insurance and sundry 666 809
Office salaries and services 1,809 1,887
4,343 5,516
Operating (loss) income (1,408) 179
Other income (expenses)
Foreign exchange gain (loss) 493 (568)
Gain on net monetary position 69 -
Finance and other income 33 36
Finance cost (Note 6) (1,426) (993)
Gain (loss) on derivative component of debentures 54 (971)
Loss on disposal of assets (12) 1)
(789) (2,497)
Loss before taxes (2,197) (2,318)
Deferred income taxes expense (recovery) 26 (437)
Current income and other taxes expense 140 39
Net loss (2,363) (1,920)
Loss per share
Loss per share — Basic and diluted (Note 10c) (0.04) (0.04)
Weighted average number of shares outstanding — Basic and diluted 54,670,930 54,661,272

(Note 10c¢)

- The accompanying notes form an integral part of these consolidated financial statements ~
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Energold Drilling Corp.

Interim Condensed Consolidated Statements of Comprehensive Income (Loss)

For the three months ended March 31
Canadian dollars in thousands except for shares and per share data
Unaudited :

2019 2018

Net loss (2,363) (1,920)
Other comprehensive income (loss)
Ttems that will not be reclassified to net loss

Changes in fair value of investments (125) 390
Ttems that may be reclassified to net loss

Cumulative translation adjustment (789) 3,‘246

Impact of hyperinflation (21) -
Total comprehensive income (loss) (3,208) 1,716

- The accompanying notes form an integral part of these interim condensed consolidated financial statements —

5
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Energold Drilling Corp.

Interim Condensed Consolidated Statements of Cash Flows
Canadian dollars in thousands except for shares and per share data

Unaudited
For the three months ended March 31,
Cash provided by (used in) 2019 2018
Operating activities
Net loss $ (2,363) $ (1,920)
Ttems not affecting cash:
Amortization 1,235 1,724
Finance costs - 91
Deferred income taxes expenses (recovery) 26 (437)
Loss on disposal of assets , 12 1
(Gain) loss on derivative component of debentures (54) 971
Gain on net monetary position (69) -
Bad debt expense =8 109
Accretion related to convertible debenture (Note 9) 347 278
Unrealized (gain) loss on foreign exchange (378) 663
Change in non-cash working capital (Note 13) (3,319) (4,706)
(4,485) (8,226)
Investing activities
Proceeds on sale of assets 68 2
Proceeds on sale of investments 49 254
Purchase of property, plant and equipment (81 (281)
Restricted cash 28 98
64 73
Financing activities
Proceeds from bank facilities 2,882 1,406
Proceeds from credit facilities 1,111 123
Repayment of credit facilities (216) -
Proceeds from finance leases - 65
Repayment of finance leases (358) (183)
Proceeds from shares issued - 5
3,419 1,416
Net decrease in cash (1,002) (1,737)
Cash at the beginning of the period 5,040 7,653
Cash at the end of the period $ 4,038 $ 5,916
Interest paid $ 342 $ 565
Income taxes paid $ 340 $ 466

- The accompanying notes form an integral part of these consolidated financial statements —
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019

Canadian dollars in thousands except for shares and per share data
Unaudited

1. Nature of operations

Energold Drilling Corp. (the “Company™) provides, directly and through its subsidiaries, drilling services for parties
principally in North America, Mexico, the Caribbean, Central America, South America, Europe and Africa. The
Company, through its subsidiary, also designs and manufactures specialty/customized drilling rigs and associated
equipment for water well, mineral exploration and geotechnical drilling companies. Additionally, the Company,
through its subsidiaries, provides drilling and other services to the energy sector in Canada and the United States
(“U.8.”). The Company is located at 1100-543 Granville Street, Vancouver, British Columbia, Canada, V6C 1X8.

Going concern

These consolidated financial statements have been prepared on a going concern basis, which assumes that the
Company will be able to realize its assets and discharge its liabilities in the normal course of business as they come
due into the foreseeable future.

During the three months ended March 31, 2019, the Company incurred a net loss of $2.4 million and had cash
outflows from operating activities of $4.5 million. At March 31, 2019, the Company had cash and cash equivalents of
$4.0 million, current assets of $59.7 million and working capital of $29.8 million.

The Company'’s ability to continue as a going concern is dependent upon its ability to generate cash flow from
operations and, to the extent that this is not sufficient, to obtain additional funding from loans, equity financings or
through other arrangements. In order to assist in managing working capital and short-term cash flows, the Company
entered into a forbearance agréement with the convertible debenture holders on April 24, 2019. This agreement
provides a deferral of interest payments, as well as the time and opportunity necessary to implement and execute
financial and operational restructuring including equity financings, assets disposals and other sources of funding.
While the Company has been successful in arranging financing in the past, the success of such initiatives cannot be
assured. These conditions cast significant doubt upon on the validity of the going concern assumptions.

These consolidated financial statements do not reflect the adjustments to the carrying values of the assets and
liabilities and the reported expenses and balance sheet classifications that would be necessary were the going concern
assumption deemed to be inappropriate. These adjustments could be material.

2. Basis of presentation
Statement of compliance

The Company’s interim condensed consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board
(“IASB”) applicable to the preparation of interim financial statements, including IAS 34, Interim Financial Reporting
and do not include all of the information required for annual financial statements. All material intercompany
balances have been eliminated. The accounting policies applied in the preparation of these unaudited condensed
financial statements are consistent with those applied and disclosed in the Company’s audited consolidated financial
statements for the year-ended December 31, 2018 except as described in Note 3.

As all the disclosures required by IFRS are not included, these interim statements should be read in conjunction with
the audited financial statements of the Company for the year ended December 31, 2018, which have been prepared in
accordance with IFRS. Except when otherwise stated, all amounts are presented in thousands of Canadian (“CDN”)
dollars, which is the presentation currency of the Company. These interim condensed consolidated financial
statements were approved by the Board of Directors on May 29, 2019.
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019

Canadian dollars in thousands except for shares and per share data

Unaudited

3. Significant accounting policies
Change in accounting policies
IFRS 16 — Leases

In January 2016, the IASB issued IFRS 16 which sets out the principles for the recognition, measurement,
presentation and disclosure of leases. IFRS 16 replaces IAS 17 — Leases and its associated interpretative guidance.
The new standard applies a control model to the identification of leases, distinguishing between a lease and a service
contract on the basis of whether the customer controls the asset being leased. For those assets determined to meet
the definition of a lease, IFRS 16 introduces a single, on-balance sheet accounting model with limited exceptions for
short-term leases or leases of low value assets. Lessor accounting remains similar to current accounting practice.
IFRS 16 is effective for annual periods beginning on or after January 1, 2019 and must be applied retrospectively.

The Company has applied IFRS 16 using the modified retrospective approach with the cumulative impact of
application recognized as at January 1, 2019. The Company has elected to measure the right-of-use assets at an
amount equal to their carrying amount from commencement date discounted by the incremental borrowing rate at
the date of initial application. Certain practical expedients were applied allowing for the exclusion of leases with a
term of less than one year remaining at the transition date and using a single discount rate for a portfolio of leases
with similar characteristics. ‘

Policy applicable from January 1, 2019

At inception of a contract, the Company assesses whether a contract is or contains a lease. A contract is or contains a
lease if it conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

The Company recognizes a right-of-use asset and a lease liability at the commencement date of a lease. The right-of-
use asset is measured at cost, which is comprised of:

o  The initial measurement of the lease lability
¢  Lease payments made at or before the commencement date less lease incentives
e Initial direct costs incurred

The right-of-use asset is depreciated using the straight-line method over the earlier of the term of the lease or the
useful life of the asset determined on the same basis as the Company’s property, plant and equipment.

The lease liability is initially measured at the present value of lease payments remaining at the lease commencement
date, discounted using either the implicit rate of the lease or the Company’s incremental borrowing rate when the
implicit rate cannot readily be determined. Lease payments included in the measurement of the lease Hability are
comprised of: '

e  Fixed payments

e  Variable payments linked to an index or rate

e Expected payments for residual value guarantee

o  Purchase option, extension option or termination option when the Company is reasonably certain to exercise

The lease liability is subsequently measured at amortized cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is a change in the
Company’s estimate of the amount expected to be payable under a residual value guarantee, or if the Company
changes its assessment of whether it will exercise a purchase, extension or termination option. When the lease
liability is remeasured, a corresponding adjustment is made to the carrying amount of the right-of-use asset.
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019

Canadian dollars in thousands except for shares and per share data
Unaudited

3. Signiﬁcanf accounting policies - continued
Change in accounting policies - continued
The Company has elected not to recognize right-of-use assets and lease liabilities for short-term leases that have a

lease term of twelve months or less and leases of low-value assets. The lease payments associated with these leases
are expensed on a straight-line basis over the term of the lease.

4. Business combination

On March 4, 2016, the Company acquired all the outstanding shares of Cros-Man Direct Underground Lid. ("Cros-
Man"), a Manitoba, Canada based horizontal directional drilling company, servicing the telecommunications, water,
sewage, hydro and energy sectors in Canada. The transaction was accounted for as a business combination. The total
consideration for the acquisition was $5.7 million of which $3.5 million was paid on closing date in cash and $2.2
million is payable to the vendors over a three-year period. The deferred payment to the vendors is recorded at fair
value and includes fixed payments of $0.7 million paid in 2017, and $0.8 million paid in 2018 and $0.7 million due in
2019 (of which $0.5 million was paid in Q1-2019). As well, the vendors have the opportunity to earn a performance
incentive of up to $0.5 million per year for three years following the closing date as the Company targets certain
growth metrics. As of March 31, 2019, the deferred payment amount of $0.2 million is included in current trade and
other payables. ‘

5. Bankindebtedness

March 31, December 31,

2019 2018

Current $ 7,168 $ 4,286
Non-current - -
' $ 7,168 $ 4,286

On December 17, 2018, Bertram Drilling Corp. (“Bertram™) entered into a revolving credit facility with Royal Bank of
Canada (“RBC”), authorized to a maximum of $4.0 million, until April 30, 2019 when the maximum will be reduced
to $3.5 million. Borrowings cannot exceed the aggregate of 75% of Canadian accounts receivable balance less than 9o
days old and not from a related party. The loan bears interest at the bank's prime lending rate plus 1.0% per annum.
As of March 31, 2019, the amount outstanding on this eredit facility was $4.0 million. A general security agreement
and a second ranking floating charge on all present and after-acquired real property have been pledged as security for
the credit facility, RBC has a first ranking security interest in all cash and accounts receivables. Energold Drilling
Corp., as Bertram’s parent company, has provided a guarantee and postponements of claim and general security
agreements to a maximum of $9.0 million.

On July 3, 2018, Cros-Man entered into a revolving credit facility with Royal Bank of Canada (“RBC”) to a maximum
of $0.5 million. The loan bears interest at the bank’s prime lending rate plus 1.5% per annum. The Company, as
Cros-man’s parent company, has provided a guarantee and postponements of claim to a maximum of $0.6 million.
As of March 31, 2019, the amount outstanding on this credit facility was $0.5 million.

In September 2017, a loan facility for Bertram Drilling Inc., the U.S. subsidiary of the Company, was authorized to a
maximum of $0.5 million USD. This loan bore interest at 5.50% per annum and matured March 15, 2018.

10

28



29

Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019

Canadian dollars in thousands except for shares and per share data
Unaudited

5. Bankindebtedness - continued

In July 2015, the Company entered into a credit facility from Export Development Canada (“EDC”) in the amount of
up to $2.0 million USD. The purpose of the loan was to assist in financing the general working capital of the
Company’s subsidiaries. In June 2017, the loan agreement was restated and amended for changes in security whereby
EDC has third ranking in assets secured by Bertram. Certain covenants were also amended. Interest on the
outstanding principal amount is calculated at the rate of interest equal to the sum of the U.S. Prime Rate plus 6.25%
per annum. The loan is guaranteed by Bertram and Energold de Mexico, S.A. de S.V. and matures on July 10, 2019.
As of March 31, 2019, $2.0 million USD is outstanding on this credit facility.

6. Finance income and cost

For the three months ended March 31,

2019 2018
Bank fees and interest expense ) $ 268 $ 205
Finance lease expense 36 16
Interest and accretion expense on convertible debenture 1,122 752
Finance cost $ 1,426 $ 993
Finance income $ i $ 12
~. Right-of-use assets
i)etails are as follows:
Land and Office
buildings Eguipment Vehicles Equipment Total
As at December 31, 2018 $ - - $ - % - $ -
Transfer from property, plant
and equipment - 1,127 310 - 1,437
Initial adoption of IFRS16 916 - 1 13 930
Amortization . (181) (56) (32) €)) (272)
Foreign exchange 2 (3) 4) (1) 6)
Balance at March 31, 2019 $ 737 0 $ 1,068 $ 275 8§ ‘9 $ 2,089
8. Lease liabilities
Details are as follows:
Balance as at December 31, 2018 $ 1,296
Initial adoption of IFRS 16
Future aggregate minimum lease payments under operating leases 1,399
Discounted at the incremental borrowing rate (278)
Lease liabilities arising on initial application of IFRS 16 $ 1,121
Interest 36
Repayments (391)
Foreign exchange : 5
Balance at March 31, 2019 $ 2,067
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019 -

Canadian dollars in thousands except for shares and per share data
Unaudited

8. Lease liabilities — continued

March 31, December 31,

2019 2018

Current $ 891 § 531
Non-current . 1,176 765
$ : 2,067 §$ 1,296

The Company’s leased assets include land, buildings, vehicles, operating equipment and office equipment. The lease
liabilities were discounted using the Company’s incremental borrowing rate. The weighted average rate applied at
January 1, 2019 was 6.0%. Operating lease expenses relating to short-term and low-value leases not included in the
measurement of lease obligations for the three months ended March 31, 2019 were $1.4 million.

The expected timing of undiscounted lease payments at March 31, 2019 is as follows:

Less than one year $ 993
One to five years ‘ 1,256
More than five years 83
Total undiscounted lease obligations $ 2,332

9. Convertible Debentures (“CDs”)

On June 15, 2017, the Company completed a private placement of $20.0 million convertible secured notes ("the
convertible debentures or CDs"). Extract Advisors LLC ("Extract"), a natural resources investment fund manager,
funded $10.3 million USD principal amount representing $13.7 million of the convertible debentures, with the
remaining $6.3 million balance being provided by a syndicate of lenders. The convertible debentures mature on June
14, 2022 provided that the Company repays at least 75% of the original principal amount by June 14, 2020. The
convertible debentures bear interest at a minimum U.S. London Interbank Offered Rate (“U.S. LIBOR”) plus 7.5%
until June 14, 2020, and U.S. LIBOR plus 11% for the remainder of the term. Interest is payable monthly. The
debentures are convertible into common shares of the Company at a conversion price of $0.85 per share. The loan
holders were issued purchase warrants equal to 25% of the total principal amount of the convertible debentures
purchased. Each warrant is exercisable for one common share at an exercise price of $1.50 per common share for a
period of 60 months from the closing date of the transaction. '

The Company fair valued the $20.0 million convertible debt component and conversion option using a convertible
bond model. The valuation date was June 15, 2017, the closing date of the convertible debentures. For valuation
purposes, the convertible debentures had an effective interest rate of 18.31% for the U.S. debt portion and 18.21% for
the Canadian debt portion. Below is a summary of the valuation between the U.S. and Canadian portions of the
convertible debentures.

U.S. debt Canadian Total

in CDN$ debt "~ Debt
Debt value : $ 11,139 $ 5201  $ 16,340
Conversion option (equity) - 1,035 © 1,035
Conversion option (derivative) 2,266 - _ 2,266
Warrant value 245 114 359
Principal amount $ 13,650 $ 6,350 $ 20,000
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019 -

Canadian dollars in thousands except for shares and per share data
Unaudited

9. Convertible Debentures (“CDs”) - continued

In connection with the financing, Extract and its affiliates received an arrangement fee equal to 3.0% of the amount of
the convertible debentures. In addition, Energold has issued 100,000 warrants to Extract affiliates, with a term of 36
months, exercisable to purchase one Energold common share at an exercise price of $0.85 per share, valued at $0.01
million.

To secure the obligations of the Company under the convertible debentures, Energold has provided perfected senior,
first ranking security interest in all assets of the Company, with the exception of those assets subject to prior security
interests under certain existing loans and lease commitments.

Convertible debentures as at January 1, 2018 ’ $ 15,440
Accretion of debt discount for the year ended December 31, 2018 1,217
Foreign exchange 948
Convertible debentures as at December 31, 2018 $ 17,605
Accretion of debt discount for the three months of 2019 347
Foreign exchange ' . (246)
Convertible debentures as at March 31, 2019 17,706

The convertible debentures contain financial and non-financial covenanis. As at March 31, 2019, the Company was
not in compliance with certain covenants. However, waivers were in place to waive any non-compliance.

In order to assist in managing working capital and short-term cash flows, the Company entered into a forbearance
agreement with the convertible debenture holders on April 24, 2019. This agreement provides a deferral of interest
payments, as well as the time and opportunity necessary to implement and execute financial and operational
restructuring including equity financings, assets disposals and other sources of funding.

The Company determined that the conversion options in the U.S. convertible debentures are embedded derivatives
that are required to be separated from the convertible debentures’ obligations and recorded at fair value initially and
at each statement of financial position date, with changes in fair value recorded in profit or loss. Fair values for
derivative instruments are determined using valuation techniques, with assumptions based on market conditions
existing at the statement of financial position date or settlement date of the derivative. The embedded derivatives are
recorded on the statement of financial position as non-current liabilities at the fair value on the transaction date of
June 15, 2017. For the three months ended March 31, 2019, the change in fair value of these embedded derivatives
was $0.1 million (March 31, 2018 — $1.0 million). '

Convertible debentures derivative as at January 1, 2018 $ 1,690
Gain on derivative component (1,620)
Foreign exchange 188
Convertible debentures derivative as at December 31, 2018 $ 258
Gain on derivative component ’ (54)
Foreign exchange (47)
Convertible debentures derivative as at March 31, 20619 $ 157

13
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019

Canadian dollars in thousands except for shares and per share data

Unaudited

10. Equity

The Company is authorized to issue an unlimited number of common shares. The Company’s shares have no par
value.

a) Stock Options

The Company has established a stock option plan whereby the board of directors may, from time to time, grant
options to directors, officers, employees or consultants. Under the stock option plan 5,467,994 options have been
authorized for issuance, of which 3,360,000 have been allocated at March 31, 2019. Options granted must be
exercised no later than five years from date of grant or such lesser period as determined by the Company’s board of
directors and are settled in cash. The exercise price of an option is not less than the closing price on the Exchange on
the last trading day preceding the grant. The directors, subject to the policies of the TSX Venture Exchange, may
determine and impose terms upon how each grant of options shall become vested.

A summary of the Company’s stock option plan at March 31, 2019 and the changes for the three months ended on
these dates is as follows:

Weighted Average -
Number Exercise Price

At January 1, 2018 3,947,500 0.59
Exercised (20,000) 0.35
Forfeited (227,500) 0.41

At December 31, 2018 3,700,000 0.61
Forfeited (340,000) 0.39

At March 31, 2019 3,360,000 0.63

The following table summarizes information about the stock options outstanding at March 31; 2019:

‘ Number of

Exercise Price Number of Options Weighted Average Options
Per Share Outstanding Remaining Life (Years) Exercisable
$2.01 ‘ 495,000 0.07 495,000
$0.45 1,352,500 0.70 1,352,500
$0.35 1,512,500 1.68 1,512,500
3,360,000 2.45 3,360,000

The fair value of the services provided cannot be reliably measured; therefore, the fair value of each option granted is
estimated at the time of grant.using the Black-Scholes option pricing model.

Option pricing models require the input of highly subjective assumptions including the expected share price volatility.
Changes in the subjective input assumptions can materially affect the fair value estimate.

The total fair value of share-based payment expense on stock options granted to employees and consultants of the
Company for the three months ended March 31, 2019 was $nil (March 31, 2018 — $nil).

b) Warrants

On May 18, 2018, the Company issued 381,330 common share purchase warrants to Extract Capital Master Fund Ltd.
(“Extract Capltal”) and 381,330 common share purchase warrants to Sprott Hedge LP1 and Sprott Hedge LP2

 (together, subsequently merged into Ninepoint Gold & Precious Minerals Fund, or “Ninepoint”), in consideration for
a working capital facility. Each warrant entitled the holder to acquire one common share of the Company at an
exercise price of $0.415 and expired on March 1, 2019.

14



Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019 .

Canadian dollars in thousands except for shares and per share data
Unaudited

10. Equity - continued
b) Warrants - continued

On March 1, 2018, the Company issued 600,000 common share purchase warrants to Extract Capital and 600,000
comimon share purchase warrants to Ninepoint in consideration for a working capital facility. Each warrant entitled
the holder to acquire one common share of the Company at an exercise price of $0.54 and expired on March 1, 2019.

On June 15, 2017, in connection with the convertible debentures, the Company issued 4,000,000 warrants to loan
holders, and 100,000 warrants to Extract and their affiliates. (See Note g).

On July 22, 2016, the Company completed a non-brokered private placement of 716,192 units at a price of $1.00 per
unit for aggregate gross proceeds of $0.7 million. Each unit comprised one common share and one common share
purchase warrant. Each warrant was exercisable for one common share at a price of $1.75 per share and expired on
January 22, 2018. '

On. July 6, 2016, the Company completed a public offering in which the Company issued 5,750,000 units at a price of
$1.00 per unit for aggregate gross proceeds of $5.8 million, including the full exercise of the agents’ option to increase
the public offering in the amount of $0.8 million. Each unit comprised one common share and one common share
purchase warrant. Each warrant was exercisable for one common share at a price of $1.75 per share expiring January
6, 2018. In consideration for the services of the underwriters, they were paid a cash commission of 6% of the gross
proceeds of the offering and non-transferable common share purchase warrants (“compensation warrant”) equal to
6% of the shares issued pursuant to the offering, Each compensation warrant entitled the holder to acquire one
common share of the Company at an exercise price of $1.00 and expired on January 6, 2018.

Weighted Average

Number Exercise Price
At January 1, 2018 10,911,192 1.63
" Granted 1,962,660 0.49
Expired (6,811,192) 1.71
At December 31, 2018 6,062,660 1.16
Expired (1,962,660) 0.49
At March 31, 2019 4,100,000 1.48

The fair value of the services provided cannot be reliably measured; therefore, the fair value of each warrant granted
is estimated at the time of grant using the Black-Scholes option pricing model with assumptions as follows:

June 15, 2017 June 15, 2017

‘ 4,000,000 100,000

Rigk-free interest rate 1.50% 1.30%
Expected dividend yield Nil Nil
Expected share price volatility 63.4% 72.2%
Expected warrant life in years 5 3

Pricing models require the input of highly subjective assumptions including the expected share price volatility.
Changes in the subjective input assumptions can materially affect the fair value estimate, and therefore the existing
models do not necessarily provide a reliable single measure of the fair value of the Company’s warrants.

15
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statementis
March 31, 2019

Canadian dollars in thousands except for shares and per share data
Unaudited

10. Egquity - continued
¢) Loss Per Share ’

Details of the calculation of loss per share are set out below: ‘
For the three months ended March 31,

2019 2018
Net loss $ (2,363) § (1,920)
Weighted average number of shares outstanding~ Basic and diluted 54,679,939 54,661,272
Loss per share — Basic and diluted $ (0.04) $ (0.04)

11. Key management personnel compensation

Key management includes directors and senior executives. The remuneration of directors and other members of key
management personnel are as follows:

For the three months ended March 31,

2019 2018

Salaries and fees $ 351§ 371
Share-based compensation - -
$ 351§ 371

Amounts payable to related parties ' $ 49 $ 44

12. Related party transactions

Related party transactions are recorded at arms-length which is the amount of consideration paid or received as
agreed by the parties. Related party transactions not disclosed elsewhere are as follows:

a) As at March 31, 2019, a deferred payment of $0.2 million was due to the vendor of Cros-Man who remains a
director of the subsidiary (December 31, 2018 - $0.7 million). (See Note 4).

b) On May 22, 2018, Bertram Drilling Inc. entered into a promissory note in the amount of $0.2 million with a
company that is related to five directors of Energold. The note bore an interest rate of 12.5% per annum and had
aterm of twenty-four months. The loan was paid in full in March 2019.

¢) In October and November 2016, the Company entered into loan facilities with a company related to an officer of
Bertram which expire on December 31, 2019. The loans bear interest at 4.7% per annum. As of March 31, 2019,
the amount outstanding on the loan facility is $0.8 million (December 31, 2018 —~ $0.8 million).

d) In 2017, the chief executive officer, the chairman of the board, and the audit committee chair purchased a total of
$1.0 million of the convertible debentures. In connection with the convertible debenture transaction, a partner at
Extract became a general director of the Company from July 2017 to August 2018. As a result, the director and
Extract became related parties to the Company during this time, after which they were no longer related
parties. The total amount of CDs purchased by the director and Extract was $13.7 million. In addition, a person
related to the chief executive officer and a person related to the audit committee chair of the Company purchased
CD’s totaling $0.15 million. A ‘trust related to officers of Bertram, purchased $1.0 million of the CDs. In
November 2018 a debenture holder of $0.05 million of the convertible debentures became an officer of the
company. As of March 31, 2019, the outstanding payable to related parties on the CDs was $2.2 million
(December 31, 2018 -~ $2.2 million).
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019

Canadian dollars in thousands except for shares and per share data
Unaudited

13. Additional information to the consolidated statements of cash flows
Changes in non-cash working capital:

For the three months ended March 31,

2019 - 2018
Trade and other receivables : $ (5,537) % (5,028)
Income taxes receivable ) 503 (193)
Inventories 549 984
Trade and other payables 1,182 906
Current income tax payable ' . (18) (217)
Due to related party - 219
Deferred revenue » 2 (1,377)
$ (3,319) $ (4,706)

14. Segmented information

N

The Company has three operating segments: Minerals; Manufacturing; and Energy. The segments are determined
based on the reports reviewed by the Chief Executive Officer (who is considered the chief operating decision maker)
to make decisions about resources to be allocated to the segment and assess its performance and for which discrete

financial information is available.

Details are as follows:

For the three months ended March 31,

2019 2018
Revenue
Minerals » $ 8,421 $ 10,816
Energy and infrastructure - ' 11,371 8,639
Manufacturing ' 1,459 4,401
$ 21,251 $ 23,856
(Loss) gain
Minerals $ 38 § 873
Energy and infrastructure (300) 654
Manufacturing . (284) 57
General and corporate expenses® (1,213) (1,405)
Operating (loss) income (1,408) 179
Foreign exchange gain (loss) 493 (568)
Finance and other costs : (1,336) (958)
Gain (loss) on derivative component of debentures 54 (971)
Income tax (expense) recovery (166) 398
$ (2,363) $ (1,920)

() General and corporate expenses include expenses for corporate offices, share options and certain unallocated costs.
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements

March 31, 2019

Canadian dollars in thousands except for shares and per share data

Unaudited

14. Segmented information — continued

Amortization
Minerals
Energy and infrastructure
Manufacturing

Unallocated and corporate assets

Minerals

Energy and infrastructure
Manufacturing

Unallocated and corporate assets

Minerals

Energy and infrastructure
Manufacturing

Unallocated and corporate assets

Geographic information

Revenue
Mexico and the Caribbean
South America
Africa and Other
Canada
United States of America
United Kingdom and Europe

For the three months ended March 31,

2019 2018
$ 376§ 322
695 1,341
73 44
91 17
$ 1,235 % 1,724
As at March 31, 2019
Property,
plant and Right-of- Intangible
Assets equipment use assets assets
56,493 5,395 $ 471 $ -
19,558 4,650 1,085 2,759
5,124 143 468 497
4,897 64 65 ‘ -
86,072 10,252 $ 2,089 $ 3,256
As at December 31, 2018
Property,
plant and Right-of-use Intangible
Assets equipment assets assets
57,005 6,179 $ - $ -
17,384 6,315 - 2,852
4,501 140 - 507
5,211 50 - -
84,101 12,684 § - $ 3,359
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For the three months ended March 31,

2019 2018

$ - 3,430 § 4,959
1,331 2,585

4,105 7,393

9,222 8,161

2,088 478

1,075 280

$ 21,251 § 23,856




Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019

Canadian dollars in thousands except for shares and per share data
Unaudited

14. Segmented information — continued
Geographic information - continued

As at March 31, 2019

Property,
plant and Right-of- Intangible
equipment use assets assets
Mexico and the Caribbean $ 1,630 $ . 318 $ -
South America 683 61 -
Africa and Other 3,151 - -
Canada , ' 32,150 906 2,759
United States of America : 1,564 245 -
United Kingdom and Europe "4 559 497
$ 10,252 §$ 2,089 $§ 3,256

As at December 31, 2018

Property,
plant and Right-of-use Intangible
equipment assets assets
Mexico and the Caribbean _ $ 2,067 § - 8 -
South America , 841 - -
Africa and Other ‘ 3,184 - -
Canada © 4,315 ) - 2,852
United States of America 2,050 - -
United Kingdom and Europe 227 - 507
$ 12,684 §$ - $ 3,359

15. Economic dependence
Significant customers

The Company received revenues from the following customer in the minerals segment that amounted to greater than
10% of total Company revenues. ’ :

For the three months ended March 31,

' 2019 2018

$ % $ %
Customer A 4,372 21 6,857 29
Customer B 3,824 18 296 1
Customer C 2,273 11 - -
Customer D 2,238 10 1,445 6
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Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
March 31, 2019

Canadian dollars in thousands except for shares and per share data
Unaudited '

16. Subsequent events

Forbearance Agreement

On April 24, 2019, the Company entered into a forbearance agreement with the convertible debenture holders. (See
Note 1 and Note g)
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made before me on September 12, 2019

A Commissioner for taking Affidavits
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Management’s Responsibility For Financial Reporting

The accompanying financial statements of Energold Drilling Corp. (“the Company”) have been prepared by
management in accordance with International Financial Reporting Standards as issued by the International Accounting
Standards Board, and within the framework of the summary of significant accounting policies in these consolidated
financial statements, and reflect management’s best estimate and judgment based on currently available information.

Management has developed and maintains a system of internal controls to provide reasonable assurance that the
Company’s assets are safeguarded, transactions are authorized and financial information is accurate and reliable.

The Audit Committee of the Board of Directors meets periodically with management and with the Company’s
independent auditors to review the scope and results of their annual audit and to review the consolidated financial
statements and related financial reporting matters prior to submitting the consolidated financial statements to the
Board of Directors for approval.

The consolidated financial statements have been audited by PricewaterhouseCoopers LLP on behalf of the shareholders
and their report follows.

“F.W. Davidson” President and Chief Executive Officer “J. Huang” Chief Financial Officer

April 26, 2019
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Independent auditor’s report

To the Shareholders of Energold Drilling Corp.

Our opinion

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of Energold Drilling Corp. and its subsidiaries (together, the Company) as at
December 31, 2018 and 2017, and its financial performance and its cash flows for the years then ended in
accordance with International Financial Reporting Standards (IFRS).

‘What we have audited

The Company’s consolidated financial statements comprise:

o the consolidated statements of financial position as at December 31, 2018 and 2017;

) the consolidated statements of loss for the years then ended;

o the consolidated statements of comprehensive loss for the years then ended;

o the consolidated statements of changes in equity for the years then ended;

o the consolidated statements of cash flows fdr the years then ended; and

° the notes to the consolidated financial statements, which include a summary of significant
accounting policies.

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the consolidated financial statements section of our report. '

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion,

Independence

We are independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the consolidated financial statements in Canada. We have fulfilled our other ethical
responsibilities in accordance with these requirements.

Material uncertainty related to going concern

We draw attention to Note 1 in the consolidated financial statements, which describes matters and
conditions that indicate the existence of a material uncertainty that may cast significant doubt about the
Company's ability to continue as a going concern. Our opinion is not modified in respect of this matter.

...........................................................................................................................................................................................................................................................

E PricewaterhouseCoopers LLP
PricewaterhouseCoopers Place, 250 Howe Street, Suite 1400, Vancouver, British Columbia, Canada V6C 387
T: +1 604 806 7000, F: +1 604 806 7806

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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Other information

Management is responsible for the other information. The other information comprises the Management's
Discussion and Analysis, which we obtained prior to the date of this auditor’s report and the information,
other than the consolidated financial statements and our auditor's report thereon, included in the annual
report, which is expected to be made available to us after that date. '

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

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

If, based on the work we have performed on the other information that we obtained prior to the date of
this auditor’s report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard. When we read the information, other
than the consolidated financial statements and our auditor's report thereon, included in the annual report,
if we conclude that there is a material misstatement therein, we are required to communicate the matter to
those charged with governance.

Responsibilities of management and those charged with governance for the
consolidated financial statements

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

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

Those charged with governance are responsible for overseeing the Company’s.financial reporting process.
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Auditor’s responstbilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Canadian generally accepted auditing standards will always
detect 4 material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.

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

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

® Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any 51gn1ﬁcant deficiencies in internal
control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

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

(signed) PricewaterhouseCoopers LLP
Chartered Professional Accountants

Vancouver, British Columbia
April 26, 2019



Energold Drilling Corp.

Consolidated Statements of Financial Position
As at December 31
Canadian dollars in thousands except for shares and per share data

ASSETS 2018 2017
Current assets ' :
Cash and cash equivalents $ 5,040 7,653
Restricted cash 105 234
Trade and other receivables (Note 5) 13,464 12,685
Income taxes receivable 2,134 2,666
Investments (Note 7) 2,343 2,897
Inventories (Note 6) 34,149 44,947
) 57,235 71,082
Non-current assets
Inventories (Note 6) 10,823 -
Property, plant and equipment (Note 8(a)) 12,684 15,858
Goodwill and intangible assets (Note 9(a)) 3,359 5,190
Deferred income tax assets (Note 14) - 32
26,866 21,080
$ 84,101 92,162
LIABILITIES
Current liabilities
Bank indebtedness (Note 10) ‘ $ 4,286 -
Trade and other payables (Note 11) 17,415 13,401
Current income tax payable A 1,079 541
Deferred revenue 2,008 3,005
24,788 17,037
Non-current liabilities
Bank indebtedness (Note 10) - 2,509
Trade and other payables 136 -
Due to related party (Note 17) 219 1,490
Finance leases (Note 15) 765 623
Convertible debentures (Note 12) 17,605 15,440
Convertible debentures derivative (Note 12) 258 1,690
Deferred income tax labilities (Note 14) 3,303 3,032
22,286 24,784
47,974 41,821
SHAREHOLDERS’ EQUITY
Share capital ' 95,379 95,368
Contributed surplus 11,155 9,233
Warrants (Note 16(b)) 514 2,277
Equity component of convertible debentures 896 896
Accumulated other comprehensive income (1,893) (3,195)
Accumulated deficit (69,024) (54,238)
37,027 50,341
$ 84,101 92,162

Nature of operations and going concern (Note 1)
Hyperinflation (Note 3(q))

Commitments (Note 15)

Subsequent Events (Note 24)

ON BEHALF OF THE BOARD:
“F.W. Davidson”, Director “ML.A. Corra” , Director

-The accdmpanying notes form an integral part of these consolidated financial statements —
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Energold Drilling Corp.

Consolidated Statements of Loss
For the years ended December 31
Canadian dollars in thousands except for shares and per share data

2018

2017
Revenue 84,079 74,979
Direct costs 70,005 64,179
Gross profit (excluding amortization) 14,074 10,800
Indirect and administrative expenses
Accounting, audit and legal 869 951
Amortization 6,013 8,384
Bad debt expense 685 433
Investor relations; marketing and travel 1,012 1,234
Management fees and consulting 1,204 1,293
Office, rent, insurance and sundry 3,274 3,741
Office salaries and services 7,905 8,464
Share-based payments - 373
20,962 24,873
Operating loss (6,888) (14,073)
Other income (expenses)
Foreign exchange (loss) gain (1,343) 248
Gain on net monetary position (Note 3(q)) 145 -
Finance income (Note 13) 56 45
Finance cost (Note 13) (4,321) (3,375)
Other expenses (716) (88)
Gain on derivative component of debenture (Note 12) 1,620 458
Gain (loss) on disposal of assets 8 (547)
Impairment of intangible assets (Note 9(b)) (1,710) -
(6,261) (8,259)
Loss before taxes (13,149) (17,332)
Deferred income taxes expense (recovery) (Note 14) - 115 (404)
Current income and other taxes expense (Note 14) 1,338 670
Net loss (14,602) (17,598)
Loss per share :
Loss per share — Basic and diluted (Note 16(c)) (0.27) {0.32)
Weighted average number of shares outstanding — Basic and diluted 54,675,268 54,659,039

(Note 16(c))

- The accompanying notes form an integral part of these consolidated financial statements —



Energold Drilling Corp.

Consolidated Statements of Comprehensive Loss
For the years ended December 31

Canadian dollars in thousands except for shares and per share data

Net loss

Other comprehensive (loss) income

Items that will not be reclassified to net loss
Changes in fair value of investments

Items that may be reclassified to net loss
Cumulative translation adjustment
Impact of hyperinflation

Total comprehensive loss

48

2018 2017
(14,602) (17,598)
(457) (1,871
1,622 (1,499)
137 -
(13,300) (20,968)

- The accompanying notes form an integral part of these interim condensed consolidated financial statements —
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Energold Drilling Corp.

Consolidated Statements of Cash Flows
For the years ended December 31
Canadian dollars in thousands except for shares and per share data

50

Cash provided by (used in) 2018 2017
Operating activities
Net loss (14,602) $ (17,598)
Items not affecting cash:
Amortization 6,013 8,384
Finance costs 203 -
Share-based payments - 373
Management fees and consulting - 92
Deferred income taxes expense (recovery) 115 (404)
Loss (gain) on disposal of assets 3 547
Gain on derivative portion of convertible debenture (1,620) (458)
. Impairment of intangible assets 1,710 -
Gain on net monetary position (145) -
Bad debt expense 685 433
Accretion related to long term debt (Note 12) 1,217 718
Unrealized loss (gain) on foreign exchange 1,715 (1,285)
Change in non-cash working capital (Note 21) 1,994 2,340
: (2,723) (6,858) -
Investing activities
Proceeds on sale of assets 74 204
Proceeds on sale of investments 420 289
Purchase of property, plant and equipment (2,022) (1,227)
Capitalized development costs (271) -
Restricted cash 135 (126)
(1,664) (770)
Financing activities
Convertible debentures issuance (net of transaction costs) (Note 12) - 18,900
Repayment of convertible debentures (Note 12) - (13,500)
Proceeds from (repayment of) bank facility 1,558 -
Proceeds from (repayment of) credit facilities 123 (3,692)
Proceeds from (repayment of) finance leases 86 (142)
Proceeds from shares issued 7 -
1,774 1,566
Net increase (decrease) in cash (2,613) (6,062)
Cash at the beginning of the year 7,653 13,715
Cash at the end of the year 5,040 $ 7,653
Interest paid 2,564 $ 2,487
Income taxes paid 379 2,772

- The accompanying notes form an integral part of these consolidated financial statements —
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Energold Drilling Corp.

Notes to the Consolidated Financial Statements
December 31, 2018
Canadian dollars in thousands except for shares and per share data

1. Nature of operations

Energold Drilling Corp. (the “Company”) provides, directly and through its subsidiaries, drilling services for parties
principally in North America, Mexico, the Caribbean, Central America, South America, Europe and Africa. The
Company, through its subsidiary, also designs and manufactures specialty/customized drilling rigs and associated
equipment for water well, mineral exploration and geotechnical drilling companies, Additionally, the Company,
through its subsidiaries, provides drilling and other services to the energy sector in Canada and the United States
(“U.8.”). The Company is located at 1100-543 Granville Street, Vancouver, British Columbia, Canada, V6C 1X8.

Going concern

These consolidated financial statements have been prepared on a going concern basis, which assumes that the Company
will be able to realize its assets and discharge its Habilities in the normal course of business as they come due into the
foreseeable future.

During the year ended December 31, 2018, the Company incurred a net loss of $14.6 million and had cash outflows
from operating activities of $2.7 million. At December 31, 2018, the Company had cash and cash equivalents of $5.0
million, current assets of $57.2 million and working capital of $32.4 million.

The Company’s ability to continue as a going concern is dependent upon its ability to generate cash flow from operations
and, to the extent that this is not sufficient, to obtain additional funding from loans, equity financings or through other
arrangements. In order to assist in managing working capital and short term cash flows, the Company entered into a
forbearance agreement with the convertible debenture holders on April 24, 2019. This agreement provides a deferral of
interest payments, as well as the time and opportunity necessary to implement and execute financial and operational
restructuring including equity financings, assets disposals and other sources of funding. While the Company has been
successful in arranging financing in the past, the success of such initiatives cannot be assured. These conditions cast
significant doubl upon on the validity of the going concern assumptions.

These consolidated financial statements do not reflect the adjustments to the carrying values of the assets and liabilities
and the reported expenses and balance sheet classifications that would be necessary were the going concern assumption
deemed to be inappropriate. These adjustments could be material.

2. Basis of presentation
Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”) and Interpretations of the
International Financial Reporting Interpretations Committee (“IFRIC”) applicable to the preparation of these
consolidated financial statements. The consolidated financial statements have been prepared on a historical basis,
except where otherwise indicated, and are presented in Canadian dollars and all values are rounded to the nearest
thousands, except where otherwise indicated. The consolidated financial statements were authorized for issue by the
Board of Directors on April 26, 2019.

Significant accounting judgments and estimates

The preparation of consolidated financial statements in conformity with IFRS requires management to make estimates
and form assumptions that affect the reported amounts of assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenues and expenses during the reporting period. On an ongoing basis,
management evaluates its judgments and estimates in relation to assets, liabilities, revenue and expenses. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and further periods, if the review affects both current and future periods.
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Energold Drilling Corp.

Notes to the Consolidated Financial Statements
December 31, 2018 )
Canadian dollars in thousands except for shares and per share data

2. Basis of presentation - continued
Significant accounting judgments and estimates - continued

Management uses historical experience and various other factors it believes to be reasonable under the given
circumstances as the basis for its judgments and estimates. Actual outcomes may differ from these estimates under
different assumptions and conditions. The main judgments and estimates made by management in applying accounting
policies primarily relate to the following, as applicable, and further details of assumptions made are disclosed in
individual notes throughout the consolidated financial statements.

Income taxes:

The Company is sub]ect to income taxes in numerous Jumschctlons and significant judgment is required in determining
the worldwide provision for income taxes. There are transactions and calculations for which the ultimate tax
determination is uncertain and in these cases management interprets tax legislation in forming a judgment. The
Company recognizes liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is different from the amounts that were initially recorded, such
differences will impact the current and deferred income tax assets and liabilities in the period in which such
determination is made. A deferred tax asset is recognized to the extent that it is probable that future taxable earnings
will be available to use against the asset. To the extent that the Company does not consider it probable that a deferred
tax asset will be recovered, it does not recognize an asset. See Note 14 for additional information.

Review of asset carrying values and impairment:

Each cash generating unit (“CGU”) is evaluated every reporting period to determine whether there are any indications
of impairment. If any such indication exists, which is often judgmental, a formal estimate of recoverable amount is
performed and an impairment loss is recognized to the extent that the carfying amount exceeds the recoverable amount.
The recoverable amount of a CGU of assets is measured at the higher of fair value less cost of disposal (“FVLCD”) or
value in use (“VIU™).

The evaluation of asset carrying values for indications of impairment includes consideration of both external and
internal sources of information including such factors as market and economic conditions and internal forecasts. The
determination of FVLCD and VIU requires management to make estimates and assumptions about expected revenue,
estimated operating costs, estimated meters drilled, taxes, discount rates and future sustainable capital expenditures.
The estimates and assumptions are subject to risk and uncertainty; hence there is the possibility that changes in
circumstances will alter these forecasts which may impact the recoverable amount of the assets. In such circumstances,
some or all of the carrying value of the assets may be further impaired or the impairment charge reversed with the
impact recorded in the consolidated statement of loss.

Functional currency:

The functional currency for each of the Company’s subsidiaries is the currency of the primary economic environment
in which the entity operates. Determination of functional currency may involve certain judgments to determine the
primary economic environment and the Company reconsiders the functional currency of its entities if there is a change
in events and conditions which determined the primary economic environment.

Trade and other receivables:

Trade receivables are financial assets recognized initially at fair value and subsequently measured at amortized cost
using the effective interest method, less provision for impairment. See Note 3(n) for further information on accounting
for financial assets and a description of the Company’s impairment policies. See Note 5 for further information about
the Company’s accounting for trade receivables.

Inventory valuation:
The Company reviews the expected remaining field service life of the equipment parts and supplies and provides an
allowance for normal wear and tear.
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2. Basis of presentation - continued
Significant accounting judgments and estimates - continued
Business combinations:

The Company uses estimates and assumptions for the fair value of assets and liabilities acquired in business
combinations. Refer to Note 4 for additional information.

3. Significant accounting policies
a) Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its controlled subsidiaries,
the most significant of which are presented in the table below. Subsidiaries are all entities over which the Company has
control. The Company controls an entity when the Company is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power over the entity. This control is
generally evidenced through owning more than 50% of the voting rights or currently exercisable potential voting rights
of a company’s share capital. Subsidiaries are fully consolidated from the date on which control is transferred to the
Company. They are deconsolidated from the date that control ceases. When the Company ceases to have control, any
retained interest in the entity is re-measured to its fair value at the date when control is lost, with the change in carrying
amount recognized in profit or loss. The fair value is the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint venture or financial asset. All intercompany transactions and
balances are eliminated on consolidation,
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Incorporation Nature of
Subsidiary Location operations Functional currency
Energold de Mexico S.A. de C.V. (“EDM”) Mexico Mineral drilling Mexican Peso (MXN)
Energold Drilling Dominicana, S.R.L. Dominican . s .
(“EDD”) Republic Mineral drilling Dominican Peso
Energold Drilling Peru, S.A.C. (“EDP”) Peru Mineral drilling U.S. Dollar (“USD™)
Energold Perfuracoes Ltda. (“EPB”) Brazil Mineral drilling Brazilian Reias
Energold Argentina S.A. (“EDA”) Argentina Mineral drilling Argentinean Peso
Energold Drilling (EMEA) Lid. (“EMEA”) United Kingdom Mineral drilling Pound Sterling (“GBP”)
PDaB(%’?) Drilling International Ltd. (“Dando” or United Kingdom Manufacturing GBP
Bertram Drilling Corp. (“Bertram”) Canada Energy drilling Canadian Dollar (“CDN”)
Bertram Drilling Inc. (“BDI”) United States Energy drilling UsSDh
" E Drilling de Nicaragua S.A, (“EDDN”) Nicaragua Mineral drilling Nicaraguan Cordoba
E&E International Services Lid. (“E&E”) Canada Energy drilling CDN
I(\I/Irsrsli})/[an Direct Underground Ltd. (“Cros- Canada Energy drilling CDN
Energold de Panama S.A. Panama Mineral drilling USD
EGD Services Ltd. Canada Drilling support CDN
’ services .
Energold Senegal SUARL Senegal Mineral drilling CFA Franc (“XOF”)
Energold Cote d’Ivoire (“ECI”) Ivory Coast Mineral drilling XOF

Significant restrictions

The Company has subsidiaries in certain countries such as Brazil, Argentina, Senegal and Ivory Coast, which are subject
to local exchange control regulations that may restrict exportation of capital from the country.
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3. Significant accounting policies — continued
b) Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method. The acquiree’s identifiable
assets, liabilities and contingent liabilities that meet the conditions for recognition under IFRS-3 Business
Combinations are recognized at their fair values at the acquisition date, except for non-current assets (or disposal
~ groups) that are classified as held-for-sale in accordance with IFRS-5 Non-current Assets Held for Sale and

Discontinued Operations, which are recognized and measured at fair value less costs to sell. The cost of the business
combination is measured as the aggregate of the fair values (at the date of exchange) of assets given, liabilities incurred
or assumed, and equity instruments issued by the Company in exchange for control of the acquiree being the date on
which the Company gains control. ‘The excess of the cost over the fair value of the Company’s share of identifiable net
assets acquired is recorded as goodwill. If, after reassessment, the consideration is less than the fair value of net assets
acquired, the excess is recognized immediately in the statement of comprehensive income as a bargain purchase gain.
When the initial accounting for a business combination is determined provisionally, any adjustments to the provisional
values allocated are made within twelve months of the acquisition date and are effected prospectively from the date of
acquisition. Where a business combination agreement provides for an adjustment to the cost of a business acquired
contingent on future events, the Company accrues the fair value of the amount of any additional consideration payable
in the cost of the acquisition as a liability at the acquisition date where this can be measured reliably. This amount is
reassessed at each subsequent balance sheet date with any adjustments to the liability recognized in the statement of
comprehensive income. To the extent that consideration is contingent upon continuing employment, the consideration
is treated as post-combination consideration and recognized in the statement of comprehensive income in the period
that the payment is accrued or paid.

¢) Foreign currency translation

The functional currency for each of the subsidiaries and associates is the currency of the primary economic environment
in which the entity operates. Transactions in foreign currencies are translated to the functional currency of the entity
at the exchange rate in existence at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are retranslated at the period end date exchange rates. Non-monetary items which
are measured using historical cost in a foreign currency are translated using the exchange rate at the date of the
transaction. Non-monetary items that are measured at fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was determined. Resulting foreign exchange gains or losses are recognized in
income.

The functional currency of Energold Drilling Corp., the parent entity, is the Canadian dollar, which is also the
presentation currency of our consolidated financial statements.

Foreign operations are translated from their functional currencies into Canadian dollars on consolidation as follows:

@) Assets and liabilities for each statement of financial position presented are translated at the closing rate
at the date of the statement of financial position;
(i) Income and expenses for each statement of loss are translated at a quarterly average exchange rate (unless

this rate is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the dates of the transactions);
(iif) Share capital for each statement of financial position presented are translated at historical rate; and
(iv) All resulting exchange differences are recognized in other comprehensive income as cumulative
translation adjustments.

Exchange differences that arise relating to long-term intercompany balances that form part of the net investment in a
foreign operation are also recognized in this separate component of equity through other comprehensive income.

On disposition or partial disposition of a foreign operation, the cumulative amount of related exchange differences
recorded in a separate component of equity is recognized in the statement of loss.
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3. Significant accounting policies - continued
d) Investments

Investments in equity securities are financial assets recognized initially at fair value and subsequently measured at fair
value through other comprehensive loss (“FVTOCI”) because the Company does not hold these securities for the
purpose of trading. Fair value is determined using quoted market prices, with gains and losses arising from changes in
fair value recognized in other comprehensive loss.

e) Inventories

The Company maintains an inventory of operating supplies and drill consumables such as drill rods, tubes, bits, casings,
consumable supplies and lubricants as well as pumps, motors and other drilling equipment and parts. Procurement,
transportation and import duties are included in inventory cost. Inventories are valued at the lower of cost and net
realizable value. Cost is determined on a weighted average cost method. The Company applies the following policies
with respect to inventory accounting and valuation:

(i) Higher value drilling equipment parts and supplies, as well as consumable inventories are valued at landed cost,
based upon country of use, less an allowance for normal wear and tear based upon management’s judgment of the
expected remaining field service life of the equipment parts and supplies.

(i) Each drill has a base inventory of smaller value equipment parts and supply items which are valued at landed cost.

) Property, plant and equipment

Property, plant and equipment are recorded at cost less accumulated amortization and applicable impairment losses.
Cost includes the purchase price and directly attributable costs to bring the assets to the location and condition
necessary for it to be capable of operating in the manner intended by management. When an item of property, plant
and equipment comprises of major components with different useful lives, the components are accounted for as
separate items of property, plant and equipment.

The costs of day-to-day servicing, commonly referred to as “repairs and maintenance”, are recognized in the statement
of loss as an expense, as incurred.

Subsequent costs are recognized in the carrying amount of an item of property, plant and equipment when the cost is
incurred, if it is probable that the future economic benefits embodied within the item will flow to the consolidated entity
and the cost of the item can be measured reliably. All other costs are recognized in the statement of loss as an expense,
as incurred.

Amortization commences when property, plant and equipment are considered available for use. Amortization is
recognized in earnings or loss over the estimated useful lives of each part of an item of property, plant and equipment
and is in line with the pattern of use of the future economic benefits. The declining balance method is used except as
otherwise indicated below. ’

The following rates are used in the calculation of amortization:

Building 7 years straight line

Operating equipment 20% per annum (Minerals and Manufactumng) 7 years straight line (Energy)
Vehicles 20% per annum

Office equipment 20% per annum

Computer equipment 30% per annum
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3. Significant accounting policies - continued
f) Property, plant and equipment - continued

An item of property, plant and equipment and any significant parts initially recognized is derecognized upon disposal
or when no future economic benefits are expected from its continued use of the asset. Any gain or loss arising on
disposal of the asset, determined as the difference between the net disposal proceeds and the carrying amount of the
asset, is recognized in the consolidated statement of loss.

Amortization methods, useful lives and residual values are reassessed each reporting date and any changes arising from
the assessment are applied prospectively.

g) Leases

Leases in which the Company assumes substantially all risks and rewards of ownership are classified as finance leases.
Assets held under finance leases are recognized as assets of the Company at the lower of the fair value at the inception
date of the lease or the present value of the minimum lease payments. The corresponding liability is recognized as a
finance lease obligation, Lease payments are accounted for using the effective interest rate method. Finance charges
are charged to profit or loss, unless they are directly attributable to qualifying assets, in which case they are capitalized.
In a finance leaseback transaction, any profit or loss from the transaction will be deferred and amortized over the lease
term.

h) Intangible assets
Intangible assets include goodwill, customer relationships, brand, and business development costs.
Goodwill

Business acquisitions are accounted for using the purchase method, whereby assets and liabilities acquired are recorded
at their fair values as of the date of acquisition and any excess of the purchase price over such fair value is recorded as
goodwill. Goodwill is identified and allocated to reporting units by preparing estimates of the fair value of each reporting
unit and comparing this amount to the fair value of assets and liabilities in the reporting unit. Goodwill is not amortized.

The Company assesses goodwill impairment on at least an annual basis, or more frequently if events or circumstances
indicate there may be impairment. To accomplish this assessment, the Company estimates the value in use of its
reporting units that include goodwill and compares those fair values to the reporting units’ carrying amounts. If the
carrying value of a reporting unit exceeds its fair value, the Company compares the implied fair value of the reporting
unit’s goodwill to its carrying amount, and any excess of the carrying amount over the fair value is charged to operations.
Assumptions underlying the fair value estimates are subject to significant risks and uncertainties.

Other intangible assets

Intangible assets acquired separately are measured on initial recognition as cost. The cost of intangible assets acquired
in a business combination is their fair value as at the date of acquisition. Following initial recognition, intangible assets
are carried at cost less accumulated amortization and accumulated impairment losses, if any. Intangible assets with
finite lives are amortized over the useful economic life and assessed for impairment whenever there is an indication
that the intangible assets may be impaired. The amortization expense on intangible assets with finite lives is recognized
in profit or loss in the expense category, consistent with the nature of the intangible assets.
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3. Significant accounting policies - continued
h) Intangible assets - continued

The following useful lives are used in the calculation of amortization.

. Energy — Cros-man Energy - Beriram Manufacturing
Customer relationships 7 years 5 years N/A
Brand N/A 5 years N/A
Other intangible assets 4 years " 3 years 10 % per annum

i) Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its tangible and intangible assets to determine
whether there is an indication that those assets might be impaired. If any such indication exists, which is often
judgmental, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss,
if any. The evaluation of asset carrying values for indications of impairment includes consideration of both external and
internal sources of information including factors such as market and economic conditions, sales forecast and the
physical condition and usability of the drills. Where it is not possible to estimate the recoverable amount of an individual
asset, the Company estimates the recoverable amount of the cash generating unit (“CGU”) to which the asset belongs.
A CGU is the smallest identifiable group of assets that generates cash inflows from other assets or groups of assets.

An impairment loss is recognized when the carrying amount of an asset, or its CGU, exceeds its recoverable amount.
Recoverable amount is the higher of an asset’s or CGU’s fair value less costs of disposal (“FVLCD”) and its value in use
(“VIU”). In assessing VIU, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset or CGU for
which future cash flows have not been adjusted. The FVLCD is based on an estimate of the amount that the Company
may obtain in a sale transaction on an arm’s length basis between knowledgeable, willing parties, less costs of disposal.
FVLCD is primarily derived using discounted cash flow techniques, which incorporates market participant
assumptions.

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying amount of
the asset or CGU is reduced to its recoverable amount. An impairment loss is recognized immediately in the
consolidated statement of loss. Impairment losses recognized in respect of CGUs are allocated first to reduce the
carrying amount of any goodwill allocated to CGUs and then to reduce the carrying amount of the other assets in the
unit on a pro-rata basis.

An impairment loss recognized in prior years for long-lived assets shall be reversed only if there has been a significant
change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss was
recognized. This reversal is recognized in the statement of loss and is limited to the carrying amount that would have
been determined, net of amortization, had no impairment loss been recognized for the asset in prior years. After such
a reversal, any amortization charge is adjusted prospectively.

j) Revenue recognition

The Company generates revenue from mineral drilling services, energy and infrastructure drilling services, and
manufacturing. Revenue is measured at the fair value of the consideration received or receivable. The Company
recognizes revenue when it transfers control of a product or service to a customer using the five-step approach:

e identify the contract with a customer;

o identify the performance obligations in the contract;

o  determine the transaction price;

e allocate the transaction price to performance obligations; and

e  recognize revenue when or as a performarnce obligation is satisfied.
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3. Significant accounting policies - continued

j) Revenue recognition - continued

Mineral and energy revenue

Revenue from the Company’s mineral drilling contracts is recognized on the basis of actual meters drilled for each
contract. Revenue from the Company’s energy contracts is recognized based on actual meters drilled or number of wells
completed depending on the type of contract. Revenue from ancillary services is recorded when the services are
rendered. Contract prepayments are recorded as deferred revenue until performance is achieved and are credited
against contract billings in accordance with the contract terms.

Manufacturing revenue

Revenue from the manufacturing division is recorded as the performance obligation is completed over time to the extent
that the customer is obliged to pay for progress to date and the manufactured product cannot be readily reassigned to
a separate customer. In cases where these criteria are not met, revenue is recognized upon delivery.

k) Share-based payments

The Company grants stock options to buy common shares of the Company to directors, officers, employees and
consultants. Options granted must be exercised no later than five years from date of grant or such lesser period as
determined by the Company’s board of directors. The exercise price of an option is not less than the closing price on
the Exchange on the last trading day preceding the grant. The directors, subject to the policies of the TSX Venture
Exchange, may determine and impose terms upon how each grant of options shall become vested.

The fair value of the options is measured at grant date using the Black-Scholes option pricing model, and is recognized
over the period that the employees earn the options. When options vest in installments over the vesting period, each
installment is accounted for as a separate arrangement. The fair value is recognized as expense with a corresponding
increase in equity. At each reporting date, the Company revises its estimates of the number of options that are expected
to vest. It recognizes the impact of the revision of original estimates, if any, in income, with a corresponding adjustment

to equity.
1) Income taxes

Income tax expense consists of current and deferred tax expense. Income tax expense is recognized in the statement of
loss. Current tax expense is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at period end, adjusted for tax payable with regard to previous periods.

Deferred taxes are recorded using the statement of financial position liability method. Under the statement of financial
position liability method, deferred tax assets and liabilities are recognized for future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax
bases. Deferred tax assets and liabilities are measured using the enacted or substantively enacted tax rates expected to
apply when the asset is realized or the lability settled.

A deferred tax asset is recognized to the extent that it is probable that future taxable earnings will be available to use
against the asset. To the extent that the Company does not consider it probable that a deferred tax asset will be
recovered, it does not recognize an asset.

Deferred tax assets and liabilities are not recognized if the temporary differences arise from the initial recognition of

goodwill or an asset or liability in a transaction {other than in a business combination) that affects neither accounting
profit nor taxable profit.
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3. Significant accounting policies - continued
D Income taxes - continued

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities, and when they relate to income taxes levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend to either settle its current tax assets and liabilities on a net basis,
or to realize the assets and settle the liabilities simultaneously, in each future period in which significant amounts of
deferred tax assets or liabilities are expected to be settled or recovered.

m) Loss per share

Basic loss per share is computed by dividing the net loss available to common shareholders by the weighted average
number of shares outstanding during the reporting period. Diluted loss per share is computed by dividing the net loss
- available to common shareholders by the weighted average number of shares outstanding on a diluted basis. The
weighted average number of shares outstanding on a diluted basis takes into account the additional shares for the
assumed exercise of stock options and warrants, if dilutive. The number of additional shares is calculated by assuming
that outstanding stock options were exercised and that the proceeds from such exercises were used to acquire common
stock at the average market price during the reporting period. When the effects of potential issuance of shares under
options would be anti-dilutive basic and diluted loss per share are the same.

n) Financial instruments
(i) Classification and measurement

Financial instruments are classified at initial recognition into the following categories: at fair value through profit and
loss (“FVTPL”), fair value through other comprehensive income (“FVTOCI”), or at amortized cost.

(ii) Measurement

Financial assets and liabilities at FVTPL: Financial assets and liabilities at FVTPL are initially recognized at fair value
and transaction costs are expensed in the consolidated statement of loss. Realized and unrealized gains and losses
arising from changes in the fair value of the financial assets or liabilities held at FVTPL are included in the consolidated
statement of loss in the period in which they arise.

Financial assets at FVTOCI: Investments in equity instruments at FVTOCI are initially recognized at fair value.
Subsequently they are measured at fair value, with gains and losses arising from changes in fair value recognized in
other comprehensive loss.

Financial assets and liabilitles at amortized cost: Financial assets and liabilities at amortized cost are initially
recognized at fair value, and subsequently carried at amortized cost using the effective interest rate method less any
impairment, The effective interest method allocates interest income or expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash flows over the expected life of the financial
instrument, or, where appropriate, a shorter period, to the net carrying amount on initial recognition. Amortization
under the effective interest rate method is included in finance costs in the consolidated statement of loss.

Derivative financial instruments: Derivatives embedded in financial liabilities are treated as separate derivatives when

their risks and characteristics are not closely related to their host contracts. Embedded derivatives are classified as
FVTPL with changes in value recognized in the consolidated statement of loss.
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3. Significant accounting policies - continued
n) Financial instruments - continued
(iil) Impairment of financial assets

Impairment of financial assets at amortized cost: An expected credit loss is recognized on financial assets measured
at amortized cost. At each reporting date, a loss allowance for the financial asset is measured at an amount equal to
twelve months expected credit losses. The expected credit losses are assessed on a divisional basis. If, at the reporting
date, the credit risk on the financial asset has increased significantly since initial recognition, a loss allowance for the
financial asset is measured at an amount equal to the lifetime expected credit losses. For trade receivables, the Company
applies the simplified approach permitted by IFRS 9, which requires expected lifetime losses to be recognized from
initial recognition of the receivables. If, in a subsequent period, the amount of the impairment loss decreases and the
decrease relates to an event occurring after the impairment was recognized, the previously recognized impairment loss
is reversed through profit or loss. On the date of impairment reversal, the carrying amount of the financial asset cannot
exceed its amortized cost had impairment not been recognized.

(iv) Derecognition -

Derecognition of financial assets and liabilities: Financial assets are derecognized when the investments mature or are
sold, and substantially all the risks and rewards of ownership have been transferred. A finaricial liabilityis derecognized
when the obligation under the liability is discharged, canceled or expired. Gains and losses on derecognition are
recognized within finance income or finance costs, respectively. Gains or losses on financial assets classified as FVTOCI
remain within accumulated other comprehensive loss.

(v) Fair value of financial instruments ‘

The fair values of quoted investments are based on current prices. If the market for a financial asset is not active (and
for unlisted securities), fair value is established by using valuation techniques. These include the use of recent arm’s
length transactions, reference to other instruments that are substantially the same, discounted cash flow analysis, and
option pricing models refined to reflect the financial asset’s specific circumstances.

0) Compound instruments

The component parts of compound instruments (convertible notes) issued by the Company are classified separately as
financial liabilities and equity, in accordance with the substance of the contractual arrangements and the definitions of
a financial liability and equity instrument. The conversion option that will be settled by the exchange of a fixed amount
of cash or another financial asset for a fixed number of the Company’s own equity instruments is an equity instrument.
At the date of issue, the fair value of the liability component is estimated using the prevailing market interest rate for
similar non-convertible instruments. This amount is recorded as a liability on an amortized cost basis using the effective
interest method until extinguished upon conversion, or at the instrument’s maturity date. The conversion option
classified as equity is determined by deducting the amount of liability component from the fair value of the compound
instrument as a whole. This is recognized and included in equity and is not subsequently remeasured. In addition, the
conversion option classified as equity will remain in equity until the conversion option is exercised, in which case, the
balance recognized as equity will be transferred to share capital.

When the conversion option remains unexercised at the maturity date of the convertible note, the balance recognized
in equity will be transferred to contributed surplus. No gain or loss is recognized in profit or loss upon conversion or
expiration of the conversion option. Transaction costs that relate to the issue of the convertible notes are allocated to
the liability and equity components in proportion to the allocation of the gross proceeds. Transaction costs relating to
the equity component are recognized directly in equity. Transaction costs relating to the liability are included in the
carrying amount of the liability component and are amortized over the lives of the convertible notes using the effective
interest method. '
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3. Significant accounting policies - continued
p) Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker, who is responsible for allowing resources and assessing
performance of the operating segments, has been identified as the person who makes strategic decisions. Performance
from both an industry and geographic perspective is examined and three reportable segments have been identified:

i) Minerals ~ This part of the business provides drilling services in the minerals industry for parties
principally in North America, Mexico, the Caribbean, Central America, South America, Africa and Europe.

i) Energy — This part of the business provides drilling and other services to the energy sector in Canada, the
U.S. and South America.

iit) Manufacturing — This part of the business designs and manufactures specialty / customized drilling rigs

and associated equipment for water well, mineral exploration and geotechnical drilling companies.
q) Change in accounting policies

IFRS 15, “Revenue from contract with customers”

The Company has adopted IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) as of January 1, 2018. The
standard contains a single model that applies to contracts with customers. Revenue is recognized as control is passed
to the customer, either at a point in time or over time. The Company has elected to apply IFRS 15 using a modified
retrospective approach by recognizing the cumulative effect of initial adoption as an adjustment to the opening balance
sheet at January 1, 2018. Therefore, the comparative information has not been restated. The details of accounting policy
changes and the quantitative impact of these changes are described below.

Manufacturing revenue

The Company performed as assessment of manufacturing division sales contracts. Under IFRS 15, revénue from the
manufacturing division will continue to be recognized as the performance of the contract is satisfied over time, however
only to the extent that the customer is obliged to pay for progress to date and the manufactured product cannot be

readily reassigned to a separate customer. In the case where these criteria are not met, revenue will be recognized upon
delivery.

In 2017, revenue from the manufacturing division was recorded using the percentage of completion method in
accordance with IAS 11, Construction Contracts. '

The adoption of IFRS 15 resulted in an opening retained earnings adjustment of $0.2 million for a contract that was
partially completed as of January 1, 2018.

Mineral and energy revenue

The Company performed an assessment of the mineral drilling and energy divisions’ service agreements and has
concluded there will be no impact from the adoption of IFRS 15.

IAS 29 ~ Financial Reporting in Hyper-Inflationary Economies

Argentina was designated a hyper-inflationary economy as of July 1, 2018 for accounting purposes as a result of various

qualitative factors with respect to the economic environment. These factors include, but are not limited to, the three-

year cumulative inflation rate of the local Argentine wholesale price index exceeding 100% in May 2018, and the
significant devaluation of the Argentine Peso.
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3. Significant accounting policies - continued

q) Change in accounting policies ~ continued

IAS 29 — Financial Reporting in Hyper-Inflationary Economies - continued

The Company’s Argentine subsidiary uses the Argentine Peso as its functional currency. Accordingly, IAS 29, Financial
Reporting in Hyper-Inflationary Economies, has been applied to these consolidated financial statements using the
interpretive guidance for first time adoption included within IFRIC 7.

Hyperinflation accounting requires restatement of the Argentine subsidiary’s non-monetary assets and liabilities,
shareholders’ equity and comprehensive loss items from the transaction date when they were first recognized into the
current purchasing power using a price index current at the reporting period date. The Company has elected to use the
Wholesale Price Index (Indice de Precios Mayoristas or “IPIM”) to measure the impact of inflation on its financial
position and results.

The comparative period consolidated financial statements of the Company are presented in a stable currency (Canadian
dollars) and, therefore, are not required to be restated under IAS 29. At July 1, 2018 the Company applied IAS 29 and
recognized hyperinflation adjustments related to the non-monetary assets held by the Argentine subsidiary of $0.1
million to other comprehensive income, For changes in the IPIM between July 1, 2018 and December 31, 2018, the
Company recognized a net monetary gain of $0.1 million. '

The level of the IPIM at December 31, 2018 was 184.3, which represents an increase of 27% over the IPIM at July 1,
2018 and a 10% increase over the average level of the IPIM during the period of July 1, 2018 through December 31,
2018.

r) Recent accounting pronouncements issued but not yet implemented

The following new standards, amendments to standards and interpretations have been issued but are not effective
during the year ended December 31, 2018.

IFRS 16 — Leases

In January 2016, the TASB issued a new standard which sets out the principles for the recognition, measurement,
presentation and disclosure of leases. IFRS 16 replaces IAS 17 — Leases and its associated interpretative guidance. IFRS
16 applies a control model to the identification of leases, distinguishing between a lease and a service contract on the
basis of whether the customer controls the asset being leased. For those assets determined to meet the definition of a
lease, IFRS 16 introduces significant changes to the accounting by lessees, introducing a single, on-balance sheet

accounting model that is similar to current finance lease accounting, with limited exceptions for short-term leases or’

leases of low value assets. Lessor accounting remains similar to current accounting practice. The standard is effective
for annual periods beginning on or after January 1, 2019, and must be applied retrospectively.

The Company has completed its review of all contracts to determine which ones are in scope of the new standard. Work
related to the calculation and review of the lease balances under the requirements of IFRS 16 is being finalized.
Adoption of the standard will result in higher assets and liabilities on the balance sheet in 2019. The present value of
operating lease payments will be recognized as lease liabilities on the balance sheet. The right of use assets will be
included in non-current assets. Operating cash flows will increase under the new standard as the cash paid attributed
to the repayment of principal will be included in financing cash flows. The net increase/decrease in cash will remain
the same.

The Company will apply a modified retrospective approach to transition with the cumulative impact of application
recognized as at January 1, 2019.
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4. Business combination

On March 4, 2016, the Company acquired all the outstanding shares of Cros-Man Direct Underground Ltd. ("Cros-
Man"), a Manitoba, Canada based horizontal directional drilling company, servicing the telecommunications, water,
sewage, hydro and energy sectors in Canada. The transaction was accounted for as a business combination. The total
consideration for the acquisition was $5.7 million of which $3.5 million was paid on closing date in cash and $2.2
million is payable to the vendors over a three-year period. The deferred payment to the vendors is recorded at fair value
and includes fixed payments of $0.7 million paid in 2017, $0.8 million paid in 2018, and $0.7 million due in 2019. As
well, the vendors have the opportunity to earn a performance incentive of up to $0.5 million per year for three years
following the closing date as the Company targets certain growth metrics. As of December 31, 2018, the deferred
payment amount of $0.7 million is included in current trade and other payables.

5. Trade and other receivables

December 31, December 31,

2018 2017

Trade receivables $ 10,999 $ 10,442
Prepaid expenses - 825 1,001
Government receivables | 991 ' 1,084
Other 649 158
$ 13,464  $ 12,685

As of December 31, 2018, the allowance for doubtful accounts based on the expected credit losses was $0.4 million
(December 31, 2017 - $0.2 million).

6. Inventories

Inventories of the Company are comprised of:

December 31, December 31, .
2018 2017
Supplies and raw materials $ 44,398 $ 44,285
Work in progress 574 662
$ 44,972 § 44,947
Current portion $ 34,149 44,947
Non-current portion $ 10,823 -

The cost of inventories recognized as an expense and included in direct costs for the year ended December 31, 2018 was
$19.8 million (December 31, 2017 - $20.0 million).

The majority of the Company’s inventory is held for mineral drilling. Supplies located in regions with no short-term
planned drilling activity are classified as non-current assets. ‘
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7. Investments

December 31,

December 31,

2018 2017
Balance, beginning of year $ 2,897 4,751
Additions 321 306
Disposals (420) (287)
Fair value adjustments through OCI (457) (1,871)
Foreign exchange adjustments 2 (2)
Balance, end of year 2,343 2,897
8. Property, plant and equipment
a) Details are as follows: Office and
Operating Computer
Buildings  equipment  Vehicles Equipment Total
(%) ($) ($) (%) (%)
Cost
Balance at January 1, 2017 734 58,939 8,509 1,389 69,571
Additions ' 11 1,029 254 74 1,368
Disposals (70) (781) (164) - (1,015)
Foreign exchange movement 5 (970) (189) (6) (1,160)
Balance at December 31, 2017 680 58,217 8,410 1,457 68,764
Additions - 1,030 1,006 54 2,090
Disposals ‘ (60) (487) (130) (3o | (7o)
Hyperinflation adjustment (Note 3(g)) - 111 - - 111
Foreign exchange movement 3 1,398 340 16 1,757
Balance at December 31, 2018 623 60,269 9,626 1,497 72,015
Accumulated amortization
Balance at January 1, 2017 (524) (40,386) (4,501) (1,103) (46,514)
Amortization for the year (100) (6,838) (895) (96) (7,929)
Disposals 45 517 68 - 630
Foreign exchange movement @ 784 130 (6) 907
Balance at December 31, 2017 (580) (45,923) (5,198) (1,205) (52,906)
Amortization for the year (64) (4,805) (656) (94) (5,619)
Disposals 40 344 85 27 496
Foreign exchange movement (3) (1,065) (214) (20) (1,302)
Balance at December 31, 2018 (607) (51,449) (5,983) (1,292) | (59,331)
Net book value
At December 31, 2017 100 12,294 3,212 252 15,858
At December 31, 2018 16 8,820 3,643 205 12,684

21



Energold Drilling Corp.

Notes to the Consolidated Financial Statements
December 31, 2018
Canadian Dollars in thousands except for shares and per share data

8. Property, plant and equipment — continued

b) Liabilities under capitalized finance leases (Note 15b)

Net book value of
Liabilities secured assets
2018 2017 2018 2017
At December 31, 2018 1,296 1,152 1,759 1,492

¢) Impairment test

At December 31, 2018, the Company reviewed impairment indicators regarding each of its CGU’s (mineral division, energy
division, Cros-man and manufacturing division) and identified there were indicators of impairment on its mineral and
energy CGUs.

Mineral Division
The Company completed its impairment review as at December 31, 2018, which resulted in an impairment charge of $1.7
million. This was allocated to goodwill as the carrying value of the CGU’s assets exceeded its value in use of $47.5 million.

The recoverable amount for the property, plant and equipment impairment testing was determined using a VIU
discounted cash flow methodology. The cash flows cover a period of five years, after which a terminal value is
determined. The key assumptions used to determine VIU are as follows:

Revenue, Operating Costs and Capital Expenditures — Revenue, operating costs and capital expenditures are based on
internal management forecasts. Revenue and cost assumptions incorporate management experience and expertise,
current revenue and operating costs, the nature and location of each operation and the risks associated with each
operation. Future capital expenditure is based on management’s best estimate of required future sustaining capital
requirements. All committed and anticipated capital expenditures adjusted for future cost estimates have been included
in the projected cash flows.

Discount Rate - A discount rate of 11% was used for the impairment test. Adjustments to the rate are made for any risks
that are not reflected in the underlying cash flows. This rate is based on the weighted average cost of capital for a mining
industry group and was calculated based on management’s estimates.

Sensitivity Analysis — An increase of 1% to the discount rate would result in approximately $4.3 million of additional
impairment charges to the remaining assets within the CGU.

Energy Division

The recoverable amount for the property, plant and equipment impairment testing in the energy division was
determined using a fair value less costs of disposal (FVLCD) methodology. The FVLCD was based on a valuation report
prepared by an independent third-party expert. The Company did not identify any impairment losses.
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9. Goodwill and intangible assets

a) Details are as follows:

Non-
Customer Compete
Goodwill Relationships Brand Covenant Other Total
Cost
Balance at January 1, 2017 $ 3,291 5790 $ oo § 600 $ 576 $ 10,957
Additions - - - - 17 17
Disposals - - - - (180) (180)
Foreign exchange - - - - 13 13
Balance at December 31, 2017 $ 3,201 5700 $ 700 $ 600 $ 426 10,807
Additions - - - - 284 284
Impairment (1,710) - - - - (1,710)
Foreign exchange - - - - 11 1
At December 31, 2018 $ 1,581 5790 $ 700 $ 600 $ 721 9,392
Accumulaied amortization ' )
Balance at January 1, 2017 $ - (4,072) $ (700) $ (209) $ (179) (5,250)
Amortization for the year - (279) - (95) (55) (429)
Disposals - - - - 65 65
Foreign exchange - - - - &) &)
Balance at December 31, 2017 $ - (4,351) $ (700) 8 (Bo4) $ (72 (5,617)
Amortization for the year - (279) - (95) (38) (412)
Disposals - - - - - -
Foreign exchange - - - - 4) (4)
At December 31, 2018 $ - (4,630) $ (700) $ (489) $ (214) (6,033)
Net Book Value
At December 31, 2017 $ 3,201 1,439 $ - 8 206 $ 254 § 5,190
At December 31, 2018 $ 1,581 1,160 $ - $ 1 $ 507 $ 3,359

b) Impairment test

The Company has performed its annual goodwill impairment testing for those CGU’s containing goodwill.

Mineral Division

The Company determined the goodwill associated with the mineral drilling CGU ($1.7 million) was not recoverable at
December 31, 2018. The assumptions used in the goodwill impairment test for the mineral CGU was consistent with
those in the impairment test on property, plant and equipment (See Note 8(c)).

Cros-Man Division

The Company did not identify any impairment losses associated with the Cros-Man CGU. The recoverable amount for
the goodwill impairment testing was determined using a VIU discounted cash flow methodology. The cash flows cover a
period of five years, after which a terminal value is determined. The key assumptions used to determine VIU are as
follows:

Revenue, Operating Costs and Capital Expenditures — Revenue, operating costs and capital expenditures are based on
internal management forecasts. Revenue and cost assumptions incorporate management experience and expertise,
current revenue and operating costs, the nature and location of each operation and the risks associated with each
operation. Future capital expenditure is based on management’s best estimate of required future sustaining capital
requirements. All committed and anticipated capital expenditures adjusted for future cost estimates have been included
in the projected cash flows.
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9. Goodwill and intangible assets - continued
b) Impairment test- continued

Discount Rate — A discount rate of 13% was used for the impairment test. Adjustments to the rate are made for any
risks that are not reflected in the underlying cash flows. This rate is based on the weighted average cost of capital for an
energy drilling industry group and was calculated based on management’s estimates.

Sensitivity Analysis — An increase of 7.4% to the discount rate would result in an impairment charge to the goodwill
within the CGU.

10. Bank Indebtedness

2018 2017

Company’s bank indebtedness — current $ 4,286 § -
Company’s bank indebtedness — non-current - 2,500
: $ 4,286 % 2,509

On July 3, 2018, Cros-Man entered into a revolving credit facility with Royal Bank of Canada (“RBC”) to a maximum of
$o. 5 million. The loan bears interest at the bank’s prime lending rate plus 1.5% per annum. The Company, as Cros-
man’s parent company, has provided a guarantee and postponements of claim to a maximum of $0.6 million. As of
December 31, 2018, the amount outstanding on this credit facility was $nil.

On December 17, 2018, Bertram Drilling Corp. (“Bertram”) entered into a revolving credit facility with RBC, authorized
to a maximum of $4.0 million, until April 30, 2019 when the maximum will be reduced to $3.5 million. Borrowings
cannot exceed the aggregate of 75% of Canadian accounts receivable balance less than 9o days old and not from a related
party. The loan bears interest at the bank's prime lending rate plus 1.0% per annum. As of December 31, 2018, the
amount outstanding on this credit facility was $1.6 million. Bertram also had a term loan of $1.5 million that bore an
interest rate at the bank’s prime rate plus 1.75%. The loan was fully repaid in June 2017, as part of the convertible
debenture financing. A general security agreement and a second ranking floating charge on all present and after-
acquired real property have been pledged as security for the credit facility. RBC has a first ranking security interest in
all cash and accounts receivables. Energold Drilling Corp., as Bertram’s parent company, has provided a guarantee and
postponements of claim and general security agreements to a maximum of $9.0 million.

In July 2015, the Company entered into a credit facility from Export Development Canada (“EDC”) in the amount of up

to $2.0 million USD. The purpose of the loan was to assist in financing the general worklng capital of the Company’s

subsidiaries. In June 2017, the loan agreement was restated and amended for changes in security whereby EDC has

third ranking in assets secured by Bertram. Certain covenants were also amended. Interest on the outstanding

principal amount is calculated at the rate of interest equal to the sum of the U.S. Prime Rate plus 6.25% per annum.

The loan is guaranteed by Bertram. and Energold de Mexico, S.A. de S.V. and matures on July 10, 2019. As of December

31, 2018, $2.0 million USD was outstanding on this credit facility. The December 31, 2017 classification of this facility
"was corrected from current to long-term.

In March 2016, one of the Company’s subsidiaries entered into a credit facility with RBC in the amount of $2.5 million.
The purpose of the loan was to partially finance the acquisition of Cros-Man. The loan bore interest at the bank's prime
lending rate plus 1.75% per annum. A general security agreement and a floating charge on all present and after-acquired
real property were pledged as security for the above borrowings. Bertram provided a guarantee and postponements of
claim. The loan was fully repaid in June 2017, as part of the convertible debenture financing. In September 2017, a loan
facility for Bertram Drilling Inc. (“BDI”), the U.S. subsidiary of the Company, was authorized to a maximum of $0.5
million USD. This loan bore interest at 5.50% per annum and matured on March 15, 2018.
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10. Bank Indebtedness - continued

In April 2015, one of the Company’s subsidiaries entered into a credit facility from EDC in the amount of $0.8 million
USD. The purpose of the loan was to assist in financing the acquisition of capital assets. Interest on the outstanding
principal amount is calculated at the rate of interest equal to the sum of the U.S. Prime Rate plus 5% per annum. The
loan was payable over a term of three years and was guaranteed by Bertram and Energold Drilling Corp. The loan was
fully repaid in June 2017, as part of the convertible debenture financing,

11. Trade and other payables

December 31, December 31,

2018 2017

Trade payables : $ 11,947 $ 9,459
Government payables- 1,175 1,110
Payroll accrual © 1,655 1,161
Finance lease payables 531 529
Due to related parties and other 2,107 1,142
Current trade and other payables $ 17,415 $ 13,401

12. Convertible Debenture (“CD”)

On June 15, 2017, the Company completed a private placement of $20.0 million convertible secured notes ("the

convertible debentures or CDs"). Extract Advisors LLC ("Extract"), a natural resources investment fund manager, -

funded $10.3 million USD principal amount representing $13.7 million of the convertible debentures, with the
remaining $6.3 million balance being provided by a syndicate of lenders. The convertible debentures mature on June
14, 2022 provided that the Company repays at least 75% of the original principal amount by June 14, 2020. The
convertible debentures bear interest at a minimum U.S. London Interbank Offered Rate (“U.S. LIBOR”) plus 7.5% until
June 14, 2020, and U.S. LIBOR plus 11% for the remainder of the term. Interest is payable monthly. The debentures
are convertible into common shares of the Company at a conversion price of $0.85 per share. The loan holders were
issued purchase warrants equal to 25% of the total principal amount of the convertible debentures purchased. Each
warrant is exercisable for one common share at an exercise price of $1.50 per common share for a period of 60 months
from the closing date of the transaction. ’

The Company fair valued the $20.0 million convertible debt component and conversion option using a convertible bond
model. The valuation date was June 15, 2017, the closing date of the convertible debentures. For valuation purposes,
the convertible debentures had an effective interest rate of 18.31% for the U.S. debt portion and 18.21% for the Canadian
debt portion. Below is a summary of the valuation between the U.S. and Canadian portions of the convertible
debentures.

U.S. debt Canadian Total

: : in CDN$ debt Debt

Debt value $ 11,139 $ 5,201 $ 16,340
Conversion option (equity) - 1,035 1,035
Conversion option (derivative) 2,266 - 2,266
Warrant value 245 114 359
Principal amount $ 13,650 $ 6,350 $ 20,000

In connection with the financing, Extract and its affiliates received an arrangement fee equal to 3.0% of the amount of
the convertible debentures. In addition, Energold has issued 100,000 warrants to Extract affiliates, with a term of 36
months, exercisable to purchase one Energold common share at an exercise price of $0.85 per share, valued at $0.01
million. '
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12, Convertible Debenture (“CD”) - continued

To secure the obligations of the Company under the convertible debentures, Energold has provided perfected senior,
first ranking security interest in all assets of the Company, with the exception of those assets subject to prior security
interests under certain existing loans and lease commitments.

On July 21, 2014, the Company completed a $13.5 million secured convertible debenture issue which bore interest at
12.85% calculated annually, payable quarterly, with a maximum term of three years (Energold held a call provision).
On initial recognition, the Company fair valued the debt component using a cash flow model discounted at the current
interest rate of 14%. The value of the debt component was $13.1 million and the equity component was assigned the
residual amount of $0.4 million. Using the effective interest rate method and the 14% rate implicit in the calculation,
the difference of $0.4 million from the date of issuance, characterized as the debt discount, was accreted to income over
the term of the convertible debenture. On June 15, 2017, the 2014 convertible debenture was repaid.

Convertible debentures as of January 1, 2017 $ 13,419
Accretion of debt discount to maturity of 2014 convertible debentures 81
Repayment of 2014 convertible debentures in June 2017 (13,500)
Amounts advanced for June 2017 convertible debentures 20,000
Equity portion of conversion feature (1,035)
Derivative portion of conversion feature (2,266)
Warrant value ' (359)
Allocation of transactions costs (908)
Accretion of debt discount for the twelve months of 2017 556
Foreign exchange ‘ (548)
Convertible debentures as of December 31, 2017 $ 15,440
Accretion of debt discount for the year ended December 31, 2018 1,217
Foreign exchange 948
Convertible debentures as of December 31, 2018 $ 17,605

The convertible debentures contain financial and non-financial covenants. The Company was not in compliance with
certain covenants at December 31, 2018. However waivers were in place to waive any non-compliance.

The Company determined that the conversion options in the U.S. convertible debentures are embedded derivatives that
are required to be separated from the convertible debentures’ obligations and recorded at fair value initially and at each
statement of financial position date, with changes in fair value recorded in profit or loss. Fair values for derivative
instruments are determined using valuation techniques, with assumptions based on market conditions existing at the
statement of financial position date or settlement date of the derivative. The embedded derivatives are recorded on the
statement of financial position as non-current labilities at the fair value on the transaction date of June 15, 2017. For
the year-ended December 31, 2018 (December 31, 2017 - $0.5 million), the change in fair value of these embedded
derivatives was $1.6 million.

Convertible debentures derivative as of January 1, 2017 : $

Derivative portion of conversion feature ‘ 2,266
Gain on derivative component (458)
Foreign exchange (118)
Convertible debentures derivative as of December 31, 2017 $ 1,690
Gain on derivative component (1,620)
Foreign exchange 188
Convertible debentures derivative as of December 31, 2018 $ 258
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13. Finance income and cost

» 2018 2017
Bank fees and interest expense : $ 1,002 $ 803
Finance lease expense 64 - 68
Interest expense and accretion of convertible debt 3,255 2,504
Finance cost $ 4,321 $ 3,375
Finance income $ 56 $ 45
i4. Income taxes and deferred income taxes
Total income tax expense consists of:
2018 2017
Current income tax expense $ 1,338 $ 67
Deferred income tax expense (recovery) 115 -~ (404)
$ 1,453 $ 266
Total income tax expense (recovery) attributed to geographical jurisdiction:
‘ : , 2018 2017
Canada $ 213 $ (151)
Panama 133 71
Dominican Republic 20 (159)
Mexico 241 309
Nicaragua 9 49
Ivory Coast 576 68
Great Britain 133 361
United States of America (6) (310)
-Senegal 128 21
Other 6 7
$ 1,453 $ 266
Factors affecting income tax expense for the year:
2018 2017
Loss before income taxes : $ (13,149) $ (17,332)
Canadian federal and provincial income tax rates 27% 26%
Income tax recovery based on the above rates $ (3,550) $ . (4,506)
Items that cause an increase (decrease) in income tax expense:
Non-deductible expenses 1,209 248
Foreign exchange and other translation adjustments 688 (310)
Operating losses for which no tax benefit has been recognized 2,633 3,549
Change in management estimate regarding an uncertain tax
position 19 406
Withholding taxes 153 399
Changes in future income tax rates - (9)
Foreign income subject to different income tax rates than
Canada 301 489
Income tax expense $ 1,453 266
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14. Income taxes and deferred income taxes - continued

The change for the year in the Company's net deferred tax position was as follows:

2018 2017
Deferred income tax liability $ i ‘
Balance at January 1 (3,000) (3,374)
Deferred income tax (expense) recovery (115) 404
Amounts charged to equity - (81)
Changes to foreign currency translation (188) 51
Balance at December 31 $ (3,303) $ (3,000)

The composition of the Company’s net deferred income tax asset and liability and deferred tax expense (recovery) is as

follows:

Unrecognized deferred tax assets

2018 2017
Non-capital losses . $ 19,220 $ 14,767
Property, plant and equipmen 1,652 3,561
Other items ' ' 244 307
Total unrecognized deferred tax assets $ 21,116 $ 18,635

Unrecognized tax losses

As at December 31, 2018, the Company has tax losses for income tax purposes which may be used to reduce future
taxable income. The income tax benefit, if any, of these losses have not been recorded in these consolidated financial
statements because of the uncertainty of their recovery. The future expiration taxes and potential tax benefit are as

follows:

' United
Expiry Date Canada Argentina Chile Mexico Kingdom Other Total
Before 2031 2,466 471 - 225 - 2,906 6,068
2032 4,482 - - - - - 4,482
2033 6,144 - - - - - 6,144
2034 5,225 - - - - - 5,225
2035 8,461 - - - - - 8,461
2036 5,725 - - - - - 5,725
2037 4,948 - - - - - 4,948
2038 ' 6,243 6,243
No expiry - - 3,654 - 19,992 - 23,646

$ 43,604 $ 471 $ 3,654 $ 225 § 19,992 $ 2,006 $§ 70,942
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14. Income taxes and deferred income taxes — continued

Temporary differences associated with investments in subsidiaries

’

The Company has not recognized deferred tax liabilities in respect of unremitted earnings that are considered
indefinitely reinvested in foreign subsidiaries. At December 31, 2018, these earnings amount to $24.3 million (2017 -
$19.6 million). Substantially, all of these earnings would be subject to withholding taxes if they were remitted by the

foreign subsidiary.

Type of temporary differences:

Deferred assets

Expense (recovery) on the

(liability) tax statement of loss
2018 2017 2018 2017
Non-capital income (losses) $ 1,892 §$ 4,814 $ 2,921 $ (362)
Property, plant and equipment 683 645 (39) 796
Capital leases and long term debt 216 56 (160) (10)
Accruals and other items 970 340 (630) 150
Investments (13) (55) (42) (204)
Property, plant and equipment and intangible assets (2,153) (4,728) (2,764) (602)
Inventory 3,757) (3,025) 732 (276)
Other items (1,141) (1,047) 97 104
$ (3,303) $ (3,000 $ 115 $ (404)

Represented on the balance sheet as:
2018 2017
Deferred income tax assets $ - $ 32
Deferred income tax liabilities (3,303) (3,032)
$ (3,303)  $ (3,000)

15. Commitments

a) The Company signed two three-year leases for office premises in Vancouver, British Columbia from June 1, 2016
to May 31, 2019. Lease obligations, net of operating costs, are $0.2 million for 2019.

b) Finance leasing arrangements

The Company has finance leases which terminate between 2019 and 2023 and have interest rates between 2.39%
and 8.0%. Since December 31, 2017, the Company’s subsidiaries entered into four leases. The terms are as follows:

Company - Date of Lease Term Interest Rate
Cros-Man March 26, 2018 3 years 5.72%
Cros-Man May 14, 2018 5 years 4.06%
Cros-Man November 8, 2018 5 years 6.50%
Cros-Man November 26, 2018 4 years 6.99%
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15. Commitments — continued
b) Finance leasing arrangements — continued

Finance lease liabilities are as follows: '
Minimum lease payments Present value of minimum

lease payments
December December December  December
31, 2018 31, 2017 31, 2018 31, 2017
Not more than one year $ 540 $ 534 % 531 $ 529
Later than one year and not later than five years 780 632 765 623
: $ 1,320 $ 1,166 $ 1,296 $ 1,152
Less: future finance charges (24) (14) - -
Present value of minimum lease payments $ 1,296 $ 1,152 $ 1,206 $ 1,152

¢) Litigation

The Company is subject to litigation in the normal course of business, the ultimate results of which cannot be
determined at this time.

16. Equity
The Company is authorized to issue an unlimited number of common shares. The Company’s shares have no par value.
a) Stock Options

The Company has established a stock option plan whereby the board of directors may, from time to time, grant options
to directors, officers, employees or consultants. Under the stock option plan 5,467,994 options have been authorized
for issuance, of which 3,700,000 have been allocated at December 31, 2018, Options granted must be exercised no later
than five years from date of grant or such lesser period as determined by the Company’s board of directors and are
settled in cash. The exercise price of an option is not less than the closing price on the Exchange on the last trading day
preceding the grant. The directors, subject to the policies of the TSX Venture Exchange, may determine and impose
terms upon how each grant of options shall become vested.

A summary of the Company’s stock option plan at December 31, 2018 and the changes for the'year ended on these dates
is as follows:

Weighted Average

Number Exercise Price
At January 1, 2017 2,280,000 0.84
Granted 1,887,500 0.35
Expired (30,000) 5.13
Forfeited (190,000) 0.45
At December 31, 2017 3,947,500 0.59
Exercised (20,000) 0.35
Forfeited (227,500) 0.41
At December 31, 2018 3,700,000 0.61
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16. Equity - continued
a) Stock Options - continued

The following table summarizes information about the stock options outstanding at December 31, 2018:

74

Exercise Price Number of Options Weighted Average Number of Options
Per Share Outstanding Remaining Life (Years) Exercisable
$0.45 1,502,500 0.80 1,502,500
$2.01 495,000 ) 0.10 495,000
$0.35 1,702,500 1.83 1,702,500

3,700,000 2.73 3,700,000

The fair value of the services provided cannot be reliably measured; therefore, the fair value of each option granted is
estimated at the time of grant using the Black-Scholes option pricing model.

Option pricing models require the input of highly subjective assumptions including the expected share price volatility.
Changes in the subjective input assumptions can materially affect the fair value estimate.

The total fair value of share-based payment expense on stock options granted to employees and consultants of the
Company for the year ended December 31, 2018 was $nil (December 31, 2017 — $0.4 million).

b) Warrants

On May 18, 2018, the Company issued 381,330 common share purchase warrants to Extract Capital Master Fund Lid.
and 381,330 common share purchase warrants to Sprott Hedge LP1 and Sprott Hedge LP2 (together, subsequently
merged into Ninepoint Gold & Precious Minerals Fund, or “Ninepoint”), in consideration for a working capital facility.
Each warrant entitles the holder to acquire one common share of the Company at an exercise price of $0.415 expiring
March 1, 2019. (See Note 17).

On March 1, 2018, the Company issued 600,000 common share purchase warrants to Extract Capital Master Fund Ltd.
and 600,000 common share purchase warrants to Ninepoint, in consideration for a working capital facility. Each
warrant entitles the holder to acquire one common share of the Company at an exercise price of $0.54 expiring March
1,2019. (See Note 17).

On June 15, 2017, in connection with the convertible debentures, the Company issued 4,000,000 warrants to loan
holders, and 100,000 warrants to Extract and their affiliates. (See Note 12).

On July 22, 2016, the Company completed a non-brokered private placement of 716,192 units at a price of $1.00 per
unit for aggregate gross proceeds of $0.7 million. Each unit comprised one common share and one common share
purchase warrant. Each warrant was exercisable for one-common share at a price of $1.75 per share and expired on
January 22, 2018.
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16. Equity - continued

b) Warrants - continued

On July 6, 2016, the Company completed a public offering in which the Company issued 5,750,000 units at a price of
$1.00 per unit for aggregate gross proceeds of $5.8 million, including the full exercise of the agents’ option to increase
the public offering in the amount of $0.8 million. Each unit comprised one common share and one common share
purchase warrant. Each warrant was exercisable for one common share at a price of $1.75 per share expiring January
6, 2018. In consideration for the services of the underwriters, they were paid a cash commission of 6% of the gross
proceeds of the offering and non-transferable common share purchase warrants (“compensation warrant”) equal to 6%
of the shares issued pursuant to the offering, Each compensation warrant entitled the holder to acquire one common

share of the Company at an exercise price of $1.00 and expired on January 6, 2018.

Weighted Average

Number Exercise Price

At January 1, 2017 6,811,192 1.71
Granted 4,100,000 1,48

At December 31, 2017 10,911,192 1.63
Granted 1,962,660 0.49
Expired (6,811,192) 1.71

At December 31, 2018 6,062,660 1.16

The fair value of the services provided cannot be reliably measured; therefore, the fair value of each warrant granted is
estimated at the time of grant using the Black-Scholes option pricing models with assumptions as follows:

June 15,2017 June 15, 2017 March 1, 2018 May 18, 2018

4,000,000 100,000 1,200,000 762,660

Risk-free interest rate 1.50% 1.30% 1.71% 1.90%
Expected dividend yield Nil Nil Nil Nil
Expected share price volatility 63.4% 72.2% 73.1% 80.1%
Expected warrant life in years 5 3 1 0.79

Pricing models require the input of highly subjective assumptions including the expected share price volatility. Changes
in the subjective input assumptions can materially affect the fair value estimate, and therefore the existing models do

not necessarily provide a reliable single measure of the fair value of the Company’s warrants,

¢) Loss Per Share

Details of the calculation of loss per share are set out below:

) 2018 2017
Net loss attributable to shareholders of EGD $ (14,602) $ (17,598)
Weighted average number of shares outstanding— basic and diluted 54,675,268 54,659,939
Loss per share — basic and diluted $ (0.27) § (0.32)
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17. Related party transactions

Related party transactions are recorded at arms-length which is the amount of consideration paid or received as agreed
by the parties. Related party transactions not disclosed elsewhere are as follows:

a)

b)

c)

d)

e)

On May 22, 2018, Bertram Drilling Inc. entered into a promissory note in the amount of $0.2 million with a
company that is related to five directors of Energold. The note bears an interest rate of 12.5% per annum and has
a term of twenty-four months.

During the year ended December 31, 2018, net fees in the amount of $0.02 million were incurred (December 31,
2017 - $0.9 million) from a company related to an officer of Bertram for helicopter services performed in Canada
and the U.S. As at December 31, 2018, there was a net payable balance of $nil (December 31, 2017 ~ $0.5 million).

In 2017, the chief executive officer, the chairman of the board, and the audit committee chair purchased a total of
$1.0 million of the convertible debentures. In connection with the convertible debenture transaction, a partner at
Extract became a general director of the Company from July 2017 to August 2018. As a result, the director and
Extract became related parties to the Company during this time, after which they were no longer related
parties. The total amount of CDs purchased by the director and Extract was $13.7 million. In addition, a person
related to the chief executive officer and a person related to the audit committee chair of the Company purchased
CD’s totaling $0.15 million. A trust related to officers of Bertram, purchased $1.0 million of the CDs. In November
2018 a debenture holder of $0.05 million of the convertible debentures became an officer of the company. As of
December 31, 2018, the outstanding payable to related parties on the CDs was $2.2 million (December 31, 2017 -
$15.9 million).

In October and November 2016, the Company entered into loan facilities with a company related to an officer of
Bertram which expire on December 31, 2019. The loans bear interest at 4.7% per annum. As of December 31, 2018,
the amount outstanding on the loan facility was $0.8 million (December 31, 2017 — $0.8 million), and is included
in trade and other payables.

As at December 31, 2018, a deferred payment of $0.7 million was due to the vendor of Cros-Man who remains a
director of the subsidiary (December 31, 2017 — $1.5 million). (See Note 4).
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18. Key management personnel compensation

Key management includes directors and senior executives. The remuneration of directors and other members of key
management personnel are as follows:

December 31, December 31,

2018 2017

Salaries and fees $ 1,642 $ 1,513
Share based compensation ' - 187
$ 1,642 $ 1,700

Amounts payable to related parties $ 315 $ 61

19. Capital management

The Company’s objectives when managing capital are to safeguard its ability to continue as a going concern, to continue
to explore financing opportunities, to provide an adequate return to shareholders and to support any growth plans.

The Company considers its capital to be share capital, bank indebtedness, convertible debentures and cash and cash
equivalents. In order to facilitate the management of capital requirements, the Company’s board of directors approves
management’s annual capital expenditures plans and reviews and approves any material debt borrowing plans
proposed by the Company’s management. To maintain or adjust the capital structure, the Company may, from time to
time, issue new shares, issue new debt, repay debt or dispose of non-core assets.

To effectively manage the entity’s capital requirements, the Company has in place a planning and budgeting process to
help determine the funds required to ensure the Company has the appropriate liquidity to meet its operating and growth
objectives. The Company ensures that there is sufficient cash to meet its short-term business requirements, taking into
account its anticipated cash flows from operations and its holdings of cash. To the extent its current capital resources
are not sufficient to support operations through the current operating period, the Company will seek to obtain
additional funding from loans, equity financings or through other arrangements.

20, Financial instruments
Financial assets and liabilities

The Company’s financial instruments consist of cash, trade and other receivables, investments, trade and other
payables, convertible debentures and convertible debentures derivative. Cash, trade and other receivables, trade and
other payables, and convertible debentures are measured at amortized cost. Investments are designated as FVTOCI and
measured at fair value as determined by reference to quoted market prices. Convertible debentures derivative is
designated as FVTPL.

Financial instrument risk exposure

The Company’s financial instruments are exposed to a number of financial and market risks including credit, liquidity,
currency and interest rate risks. The Company may, or may not, establish from time to time active policies to manage
these risks. The Company does not currently have in place any active hedging or derivative trading policies to manage
these risks, since the Company’s management does not believe that the current size, scale and pattern of cash flow of
its operations would warrant such hedging activities.
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20. Financial instruments - continued

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. Financial instruments that potentially subject the Company to credit risk include cash
and cash equwalents, restricted cash and trade receivable. The Company deposits its cash with high credit quality
financial institutions as determined by ratings agencies, with the majority deposited with a Canadian Tier 1 Bank with
ratings above A+. The Company provides credit to its customers in the normal course of its operations. The Company
diversifies its credit risk by dealing with a large number of companies in various countries. The Company carries its
receivables net of expected credit losses. The Company’s maximum exposure to credit risk at the reporting date is the
carrying value of its cash and cash equivalents, restricted cash, and trade receivable.

Liguidity risk

Liquidity risk is the risk that the Company will not be able to meet its obligations as they fall due (note 1). The Company
manages liquidity by maintaining cash and cash equivalent balances available to meet its anticipated operational needs.
Liquidity requirements are managed based on expected cash flow to ensure that there is adequate capital to meet short-
term and long-term obligations. The Company has in place a planning and budgeting process to help determine the
funds required to support the Company’s normal operating requirements on an ongoing basis and its growth plans. At
December 31, 2018, the Company’s total liabilities were $47.1 million, of which $24.8 million is current at the balance
sheet date. The Company has current debt of $5.4 million and finance lease obligations of $0.5 million.

Currency risk

The Company operates on an international basis; therefore, currency risk exposures arise from transactions
denominated in currencies other than the entity’s functional currency. The majority of its international sales contracts
are denominated in U.S. dollars. Thus its currency risk arises primarily with respect to the U.S. dollar. However, the
Company also incurs operating costs in local currencies in various countries in which it carries on active business
operations. At December 31, 2018, the Company is exposed to currency risk through cash and cash equivalents, trade
receivable, and trade payable and accrued liabilities held in a variety of currencies, the most significant being the U.S.
dollar. Based on these foreign currency exposures at December 31, 2018, a 5% depreciation or appreciation of all the
above currencies against the Canadian dollar would result in a decrease or increase of the Company’s net loss and equity
of approximately $0.6 million.

Interest rate risk

Interest rate risk is the risk that the fair values and future cash flows of the Company will fluctuate because of changes
in market interest rates. The Company is exposed to interest rate risk on its cash and its revolving demand and credit
line facility. Cash and cash equivalents and restricted cash have limited interest rate risk due to their short-term nature.
The Company’s debt borrowmgs are exposed to interest rate risk as it is subJect to floating interest rates. Assuming that
all other variables remain constant, a 1% increase or decrease in the bank’s prime lending rate does not have a significant
* impact on net earnings. Convertible debt is subject to fluctuations in the U.S. Libor rate. A 1% change in the U.S. Libor
rate would result in an increase or decrease of the Company’s net loss of approximately $0.2 million. Finance leases
are not subject to interest rate risk because they are at fixed rates.
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21. Additional information to the consolidated statements of cash flows

Changes in non-cash working capital:
For the Year Ended December 31,

2018 2017
Trade and other receivables $ (2,193) $ (1,839).
Income taxes receivable 594 (1,451)
Inventories 1,722 1,894
Trade and other payables 3,094 2,933
Current income tax payable 507 (781)
Due to (from) related party (497) (582)
Deferred revenue ‘ (1,233) 2,166
‘ % 1,994 $ 2,340

22, Segmented information

The Company has three operating segments: Minerals, Energy and Infrastructure, and Manufacturing, The segments
are determined based on the reports reviewed by the Chief Executive Officer (who is considered the chief operating
decision maker) to make decisions about resources to be allocated to the segment and assess its performance and for
which discrete financial information is available.

Details are as follows:

For the year ended
December 31
2018 2017
Revenue :
Minerals 39,275 45,294
Energy and Infrastructure 35,034 22,681
Manufacturing 9,770 7,004

$ 84,079 $ 74,979

Income (Loss)

Minerals 432 729
Energy and Infrastructure (2,272) (5,572)
Manufacturing . 320 (3,231)
General and corporate expenses @ (5,368) (5,999)
Operating loss $ (6,888) $ ' (14,073)
Foreign exchange loss (1,343) 248
Finance and other costs (4,828) (3,965)
Gain on derivative component of debentures : 1,620 458
Impairment @,710) -
Income tax (expense) recovery (1,453) (266)

$ (14,602) $ (17,508)

(1) General and corporate expenses include expenses for corporate offices, share options and certain unallocated costs.
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22, Segmented information - continued

For the year ended
December 31
2018 2017
Amortization
Minerals $ 1,546 $ 1,608
Energy and Infrastructure . 4,274 6,551
Manufacturing 123 144
Unallocated and corporate assets ‘ 70 81
$ 6,013 8§ 8,384
As at
December 31
2018 2017
Assets
Minerals $ 57005 $ 61,286
Energy and Infrastructure : 17,384 19,569
Manufacturing , 4,501 4,855
Unallocated and corporate assets 5,211 6,452

$ 84,001 § 92,162

Property, plant and equipment

Minerals $ 6,179 $ 6,702
Energy and Infrastructure 6,315 8,884
Manufacturing : 140 220
Unallocated and corporate assets 50 52

$ 12,684 $ 15,858

Intangibles
Minerals $ - 8 1,710
Energy and Infrastructure 2,852 3,227
Manufacturing 507 253

$ 3,359 $ 5,190

Geographic information

For the year ended
December 31
2018 2017
Revenue

Mexico and the Caribbean $ 19,335 $ 29,805
South America 5,340 6,041
Africa and Other 20,286 12,955
Canada 22,950 14,859
United States of America 12,083 7,822
United Kingdom and Europe ' 4,085 3,497

$ 84,079 § 74,979
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22, Segmented information - continued

Geographic information - continued

Asat December 31 - December 31
2018 2018 2017 2017
Property, plant Intangible Property, plant Intangible
and equipment assets and equipment assets
Mexico and the Caribbean $ 2,067 - % 1,908 $ -
South America 841 - 1,002 1,710
Africa and Other 3,184 - 3,073 -
Canada 4,315 2,852 6,504 3,227
United States of America 2,050 - 2,433 -
United Kingdom and Europe 227 507 938 253
$ 12,684 3,359 $ 15858  § 5,190

23. Economic dependence
Significant customers

The Company received revenues from the following customer in the minerals segment that amounted to greater than
10% of total Company revenues.

For the year ended December 31,

2018 2017
Customer A $10,051 12.0% $5,699 7.6%
Customer B . 4,555 5.4% 7,912 10.6%

24. Subsequent events

Proposed Distribution.of Dando Drilling Inc.

On March 7, 2019, the Company entered into a Binding Heads of Agreement (“HoA”) with a private UK based company
for the acquisition of Dando Drilling International Ltd. Under the HoA the Purchaser arranged for an immediate GBP
0.5 million banking facility for Dando and upon closing of a formal Sales and Purchase Agreement will fund Dando up
to an additional GBP 1.0 million. The Purchaser will hold 51% of the shares in Dando and will purchase the balance of
the shares (49%) and shareholders loans from Energold for GBP 3.1 million in equal quarterly installments over a ten-
year period commencing 1 year after closing,.

Forbearance Agreement

On April 24, 2019, the Company entered into a forbearance agreement with the convertible debenture holders. See
Note 1.
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This is Exhibit “D” referred to
in the Affidavit #1 of Mark Berger
made before me on September 12, 2019

i

A Commissioner for taking Affidavits
for British Columbia
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NOTICE OF NO REVIEW BY AUDITOR

In accordance with National Instrument 51 — 102 Continuous Disclosure Obligations of the Canadian Securities
Administrators WE HEREBY GIVE NOTICE THAT the interim condensed consolidated financial statements which
follow this notice have not been reviewed by an auditor.
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September 30 December 31
ASSETS 2018 2017
Current assets
Cash and cash equivalents $ 4 4,118 $ 7,653
Restricted cash 121 234
Trade and other receivables ’ 19,918 12,685
Income tax receivable 2,497 2,666
Investments 2,271 2,897
Inventories 43,553 44,947
' 72,478 71,082
Non-current assets
Property, plant and equipment 12,494 15,858
Goodwill and intangible assets 5,042 5,190
Deferred income tax assets 103 32
. 17,639 21,080
$ 90,117 $ ) 92,162
LIABILITIES
Current liabilities
Bank indebtedness (Note 5) $ 5,327 $ -
Trade and other payables ‘ 17,252 13,401
Current income tax payable 558 541
Deferred revenue 1,593 3,095
24,730 17,037
Non-current liabilities ’
Bank indebtedness (Note 5) - 2,509
Trade and other payables 129 -
Due to related party (Note 11) 999 1,490
Finance leases (Note 7) 688 623
Convertible debentures (Note 8) 16,660 15,440
Convertible debentures derivative (Note 8) 802 1,600
Deferred income tax liabilities 3,321 3,032
22,599 24,784
47,329 41,821
SHAREHOLDERS’ EQUITY
" Share capital 95,379 " 95,368
Contributed surplus : 11,155 9,233
Warrants 514 2,277
Equity component of convertible debentures (Note 8) 896 896
Accumulated other comprehensive income (3,502) © (3,195)
Accumulated deficit ) (61,654) (54,238)
42,788 50,341
$ 90,117 $ 92,162
ON BEHALF OF THE BOARD:
“F.W. Davidson” , Director
“ML.A. Corra” , Director

- The accompanying notes form an integral part of these consolidated financial statements —
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Unaudited
Three Months Ended Nine Months Ended
September 30 September 30
2018 2017 2018 2017
Revenue $ 21,915 $ 19,783 69,559 $ 56,696
Direct costs 18,139 17,003 56,382 47,604
Gross profit (excluding amortization) 3,776 2,780 13,177 9,092
Indirect and administrative expenses
- Accounting, audit and legal 246 202 630 664
Amortization 1,837 2,101 5,380 6,259
Bad debt expense 12 261 242 152
Investor relations, marketing and travel 232 281 771 958
Management fees and consulting 255 217 1,080 769
Office, rent, insurance and sundry 930 800 2,588 2,545
Office salaries and services 1,847 2,178 6,037 6,525
Share-based payments - - - 18
5,359 6,040 16,728 17,890
Operating loss (1,583) (3,260) (3,551) (8,798)
Other income (expenses)
Foreign exchange (loss) gain (147) 354 (572) 210
Finance and other income (Note 6) 10 10 36 39
Finance cost (Note 6) (1,103) (895) (3,252) (2,447)
Other income (expense) 115 4 157 (112)
Gain on derivative component of debentures 746 - 957 -
(Loss) gain on disposal of assets - 29 (10) (309)
(379) (498) (2,684) (2,619)
Loss before taxes (1,962) (3,758) (6,235) (11,417)
Deferred income taxes (recovery) expense (62) 362 79 (386)
Current income and other taxes expense 646 (58). 918 681
Net loss $ (2,546) $ (4,062) (7,232) § (11,712)
Attributable to:
Equity holders of Energold Drilling Corp. $ (2,546) $ (4,062) (7,232) $ (11,692)
Non-controlling interest $ -8 - - 3 (20)

- The accompanying notes form an integral part of these interim condensed consolidated financial statements —
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Unaudited
Three Months Ended Nine Months Ended
September 30 September 30
2018 2017 2018 2017

Net loss $ (2,546) $ (4,062)  § (7,232) $ (11,712)
Other comprehensive loss
Items that will not be reclassified to net loss

Changes in fair value of investments (611) (997) (366) (2,006)
Items that may be reclassified to net loss

Cumulative translation adjustment (993) (1,412) 59 (1,309)
Total comprehensive loss ‘ $ (4,150) $ (6,471) $ (7,539 § (15,027)
Attributable to:

Equity holders of Energold Drilling Corp. $ (4,150) $ 6,471) 8 (7,539) $ (15,007)

Non-controlling interest - - - (20)

$  (4,150) $° (6470 & (7,539) $ (15,027)

- The accompanying notes form an integral part of these interim condensed consolidated financial statements ~ -
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Interim Condensed Consolidated Statement of Cash Flows
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Three Months Ended Nine Months Ended
Cash provided by (used in) September 30 September 30
2018 2017 2018 2017
Operating activities )
Net loss $ (2,546) $  (4,062) $ (7,232) $  (11,712)
Items not affecting cash:
Amortization 1,837 2,101 5,380 6,259
Finance costs 10 - 193 -
Share-based payments , - - - 18
Deferred income taxes (recovery) expense (62) 362 9 (386)
(Gain) loss on disposal of assets - (29) 10 309
Gain on derivative component of debentures (746) - (957) -
Bad debt expense 12 261 242 152
Accretion related to convertible debentures (Note 8) 313 311 887 432
Unrealized (gain) loss on foreign exchange (64) (699) 764 (1,312)
(1,246) (1,755) (634) (6,240)
Change in non-cash working capital (Note 12} (1,124) (2,730) (4,628) (2,546)
(2,370) (4,485) (5,262) (8,786)
Investing activities
Proceeds on sale of assets 30 33 37 294
Proceeds on sale of financial instruments 30 62 420 127
Purchase of property, plant and equipment (604) (646) (1,572) (1,014)
Capitalized development costs (6) - (161) -
Restricted cash 26 (18) 117 (87).
(524) (569) (1,159) (680)
Financing activities
Convertible debentures issuance (net of transactions costs)
(Note 8) - 122 - 18,900
Repayment of convertible debentures (Note 8) - - - (13,500)
Proceeds from bank facilities 2,592 279 2,738 279
Proceeds from (repayment of) credit facilities - - 123 (3,692)
(Repayment of) proceeds from finance leases (146) 452 18 5
(Repayment of) proceeds from loan from related party (211) - - -
Proceeds from shares issued - - ~ -
' 2,235 853 2,886 1,992
Net decrease in cash (659) (4,201) (3,535) (7,474)
Cash at the beginning of the period 4,777 10,442 7,653 13,715
Cash at the end of the period $ 4,118 $ 6,241 $ 4,118 $ 6,241
Interest paid $ 660 $ 581 $ 1,897 § 1,874
Income taxes paid 40 672 518 2,247




- The accompanying notes form an integral part of these interim condensed consolidated financial statements —
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Notes to the Interim Condensed Consolidated Financial Statements
For the Three and Nine Months Ended September 30, 2018

Canadian dollars in thousands except for shares and per share data

Unaudited

1. Nature of operations

Energold Drilling Corp. (the “Company”) provides, directly and through its subsidiaries, drilling and other services for
parties principally in North America, Mexico, the Caribbean, Central America, South America, Europe and Africa. The
Company, through its subsidiary, also designs and manufactures specialty/customized drilling rigs and associated
equipment for water well, mineral exploration and geotechnical drilling companies. The Company is located at 1100-
543 Granville Street, Vancouver, British Columbia, Canada, V6C 1X8.

Going concern

These consolidated financial statements have been prepared on a going concern basis, which assumes that the Company
will be able to realize its assets and discharge its liabilities in the normal course of business as they come due into the
foreseeable future.

During the first nine months of 2018, the Company incurred a net loss of $7.2 million and had cash outflows from
operating activities of $5.3 million. At September 30, 2018, the Company had unrestricted cash of $4.1 million, current
assets of $72.5 million and working capital of $47.7 million. )

The Company’s ability to continue as a going concern is dependent upon its ability to generate cash flow from operations
and, to the extent that this is not sufficient, to obtain additional funding from loans, equity financings or through other
arrangements. While the Company has been successful in arranging financing in the past, the success of such initiatives
cannot be assured. These conditions cast doubt on the validity of the going concern assumption.

These consolidated financial statements do not reflect the adjustments to the carrying values of assets and liabilities
and the reported expenses and balance sheet classifications that would be necessary were the going concern assumption
deemed to be inappropriate. These adjustments could be material.

2. Basis of presentation -
Statement of compliance

The Company’s interim condensed consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board
(“IASB”) applicable to the preparation of interim financial statements, including IAS 34, Interim Financial Reporting,
and do not include all of the information required for annual financial statements. All material intercompany balances
have been eliminated. As all the disclosures required by IFRS are not included, these interim statements should be
read in conjunction with the audited financial statements of the Company for the year ended December 31, 2017, which
have been prepared in accordance with IFRS. Except when otherwise stated, all amounts are presented in thousands
of Canadian (“CDN”) dollars, which is the presentation currency of the Company. These interim condensed
consolidated financial statements were approved by the Board of Directors on November 23, 2018.




Energold Drilling Corp.

Notes to the Interim Condensed Consolidated Financial Statements
For the Three and Nine Months Ended September 30, 2018
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3. Significant accounﬁng policies
Change in accounting policies

The Company has adopted IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) as of January 1, 2018. IFRS 15
covers principles that an entity should apply to report useful information to users of financial statements about the
nature, amount, timing, and uncertainty of revenue and cash flows arising from a contract with a customer. The
Company elected to apply IFRS 15 using a modified retrospective approach by recognizing the cumulative effect of
initially adopting IFRS 15 as an adjustment to the opening balance sheet at January 1, 2018. Therefore, the comparative
information has not been restated. The details of accounting policy changes and the quantitative impact of these
changes are described below.

Manufacturing revenue

The Company performed an assessment of manufacturing division sales contracts. Under IFRS 15, revenue from the
manufacturing division will continue to be recognized as the performance of the contract is satisfied over time, however
only to the extent that the customer is obliged to pay for progress to date and the manufactured product cannot be
readily reassigned to a separate customer. In cases where these criteria are not met, revenue will be recognized upon
delivery. The adoption of IFRS 15 resulted in an opening retained earnings adjustment of $0.2 million for a contract
that was partially completed as at January 1, 2018. :

Minerals and energy revenue

The Company performed an assessment of the mineral drilling and energy divisions’ service agreements and has
concluded there will be no impact from the adoption of IFRS 15.

4. Business combination

On March 4, 2016, the Company acquired all the outstanding shares of Cros-Man Direct Underground Lid. ("Cros-
Man"), a Manitoba, Canada based horizontal directional drilling company, servicing the telecommunications, water,
sewage, hydro and energy sectors in Canada. The transaction was accounted for as a business combination. The total
consideration for the acquisition was $5.7 million of which $3.5 million was paid on closing date in cash and $2.2
million is payable to the vendors over a three-year period. The deferred payment to the vendors is recorded at fair value
and includes fixed payments of $0.7 million paid in 2017, $0.8 million paid in 2018, and $0.7 million due in 2019. As
well, the vendors have the opportunity to earn a performance incentive of up to $0.5 million per year for three years
following the closing date as the Company targets certain growth metrics. As of September 30, 2018, the deferred
payment amount of $0.7 million is included in current trade and other payables.

5. Bankindebtedness

September 30 December 31

. 2018 2017

Current ' $ 5,327 $ -
Non-current ) ' - 2,509
$ 5327 § 2,509

On July 3, 2018, Cros-Man entered into a revolving credit facility with Royal Bank of Canada (“RBC”) to a maximum of
$0.5 million. The loan bears interest at the bank’s prime lending rate plus 1.5% per annum. The Company, as Cros-
Man’s parent company, has provided a guarantee and postponements of claim to a maximum of $0.6 million. As of
September 30, 2018, the amount outstanding on this credit facility is $0.4 million.
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;

5. Bankindebtedness - continued

Bertram Drilling Corp. has a revolving credit facility authorized to a maximum of $3.5 million. Borrowings cannot
exceed the aggregate of 75% of Canadian accounts receivable balance less than go days old and not from a related party.
The loan bears interest at the bank's prime lending rate plus 1.0% per annum. As of September 30, 2018, the amount
outstanding on this credit facility is $2.4 million. Bertram also had a term loan of $1.5 million that bore an interest rate
at the bank’s prime rate plus 1.75%. The loan was fully repaid in June 201y, as part of the convertible debenture
financing. A general security agreement and a second ranking floating charge on all present and after-acquired real
property have been pledged as securityfor the credit facility. Royal Bank of Canada (“RBC”) has a first ranking security
interest in all cash, accounts receivables and the assets leased pursuant to the lease facility. Energold Drilling Corp., as
Bertram’s parent company, has provided a guarantee and postponements of claim and general security agreements to
a maximum of $9.0 million.

In July 2015, the Company entered into a credit facility from Export Development Canada in the amount of up to $2.0
million USD. The purpose of the loan was to assist in financing the general working capital of the Company’s
subsidiaries. In June 2017, the loan agreement was restated and amended for changes in security whereby EDC has
third ranking in assets secured by Bertram Drilling Corp. Certain covenants were also amended. Interest on the
outstanding principal amount is calculated at the rate of interest equal to the sum of the U.S. Prime Rate plus 6.25%
per annum. The loan is guaranteed by Bertram Drilling Corp. and Energold de Mexico, S.A. de S.V. and matures on
July 10, 2019. As of September 30, 2018, $2.0 million USD is outstanding on this credit facility.

In March 2016, one of the Company’s subsidiaries entered into a credit facility with Royal Bank of Canada in the amount
of $2.5 million. The purpose of the loan was to partially finance the acquisition of Cros-Man. The loan bore interest at
the bank's prime lending rate plus 1.75% per annum. A general security agreement and a floating charge on all present
and after-acquired real property were pledged as security for the above borrowings. Bertram Drilling Corp. provided a
guarantee and postponements of claim. The loan was fully repaid in June 2017, as part of the convertible debenture
financing. In September 2017, a loan facility for Bertram Drilling Inc., the U.S. subsidiary of the Company, was
authorized to a maximum of $0.5 million USD. This loan bore interest at 5.50% per annum and matured March 15,
2018.

In April 2015, one of the Company’s subsidiaries entered into a credit facility from Export Development Canada in the
amount of $0.8 million USD. The purpose of the loan was to assist in financing the acquisition of capital assets. Interest
on the outstanding principal amount is calculated at the rate of interest equal to the sum of the U.S. Prime Rate plus
5% per annum. The loan was payable over a term of three years and was guaranteed by Bertram Drilling Corp. and
Energold Drilling Corp. The loan was fully repaid in June 2017, as part of the convertible debenture financing,.

6. Finance income and cost

Three Months Ended Nine Months Ended
September 30 September 30
2018 2017 2018 2017
Bank fees and interest expense $ 250 $ 228 $ 813 $ 715
Finance lease expense 17 19 48 44
Interest and accretion expense on convertible debt 836 648 2,391 1,688
Finance cost ' $ 1,103 §$ 895 $ 3,252 $ 2447
Finance income $ 9 $ 10 $ 36 $ 39
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7. Finance lease arrangements

The Company’s finance lease liabilities are as follows:

94

Minimum lease payments Present value of minimum lease
, payments
September 30 December 31 September 30 December 31
. 2018 2017 2018 2017
Not more than one year (included in $ 532 $ 534 $ 526 $ 529
trade payables)
Later than one year and not later than 701 632 688 623
five years )
$ 1,233 $ 1,166 § 1,214 § 1,152
Less: future finance charges (19) (14) - -
Present value of minimum lease $ 1,214 $ 1,152 $ 1,214 $ 1,152
payments )

8. Convertible Debentures (“CDs”)

On June 15, 2017, the Company completed a private placement of $20.0 million convertible secured notes ("the
convertible debentures or CDs"). Extract Advisors LLC ("Extract"), a natural resources investment fund manager,
funded $10.3 million USD principal amount representing Canadian (“C”) $13.7 million of the convertible debentures,
with the remaining $6.3 million balance being provided by a syndicate of lenders. The convertible debentures mature
on June 14, 2022 provided that the Company repays at least 75% of the original principal amount by June 14, 2020.
The convertible debentures bear interest at a minimum U.S. London Interbank Offered Rate (“U.S. LIBOR”) plus 7.5%
until June 14, 2020, and U.S. LIBOR plus 11% for the remainder of the term. Interest is payable monthly. The
debentures are convertible into common shares of the Company at a conversion price of $0.85 per share. The loan
holders were issued purchase warrants equal to 25% of the total principal amount of the convertible debentures
purchased. Each warrant is exercisable for one common share at an exercise price of $1.50 per common share for a
period of 60 months from the closing date of the transaction.

The Company fair valued the $20.0 million convertible debt component and conversion option using a convertible bond

model. The valuation date was June 15, 2017, the closing date of the convertible debentures. For valuation purposes,
the convertible debentures had an effective interest rate of 18.31% for the U.S. debt portion and 18.21% for the Canadian
debt portion. Below is a summary of the valuation between the U.S. and Canadian portions of the convertible
debentures.

U.S. debt Canadian Total

in CDN$ debt Debt

Debt value $ 11,139 $ 5201 $ 16,340
Conversion option (equity) - 1,035 1,035
Conversion option (derivative) 2,266 - 2,266
Warrant value ) 245 114 359
Principal amount $ 13,650 $ 6,350 $ 20,000

In connection with the financing, Extract and its affiliates received an arrangement fee equal to 3.0% of the amount of

.the convertible debentures. In addition, Energold has issued to Extract affiliates, 100,000 warrants with a term of 36.
months, exercisable to purchase one Energold common share at an exercise price of $0.85 per share, valued at $0.01
million.

12
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8. Convertible Debentures (“CDs”) - continued

To secure the obligations of the Company under the convertible debentures, Energold has provided perfected senior,
first ranking security interest in all assets of the Company, with the exception of those assets subject to prior security
interests under certain existing loans and lease commitments.

On July 21, 2014, the Company completed a $13.5 million secured convertible debenture issue which bore interest at
12.85% calculated annually, payable quarterly, with a maximum term of three years (Energold held a call provision).
On initial recognition, the Company fair valued the debt component using a cash flow model discounted at current
interest rate of 14%. The value of the debt component was $13.1 million and the equity component was assigned the
residual amount of $0.4 million, Using the effective interest rate method and the 14% rate implicit in the calculation,
the difference of $0.4 million from the date of issnance, characterized as the debt discount, was accreted to income over
the term of the convertible debenture. On June 15, 2017, the 2014 convertible debenture was repaid.

Convertible debentures as of January 1, 2017 $ 13,419
Accretion of debt discount to maturity of 2014 convertible debentures .81
Repayment of 2014 convertible debentures in June 2017 (13,500)
Amounts advanced for June 2017 convertible debentures 20,000
Equity portion of conversion feature (1,035)
Derivative portion of conversion feature (2,266)
Warrant value (359)
Allocation of transactions costs . (908)
Accretion of debt discount for the twelve months of 2017 . 556
Foreign exchange (548)
Convertible debentures as of December 31, 2017 $ 15,440
Accretion of debt discount for the nine months of 2018 887
Foreign exchange 333
Convertible debentures as of September 30, 2018 $ 16,660

The convertible debentures contain financial and non-financial covenants. As at September 30, 2018, the Company
was in compliance with the terms of the agreement.

The Company has determined that the conversion options in the U.S. convertible debentures are embedded derivatives
that are required to be separated from the convertible debentures’ obligations and recorded at fair value initially and at
each statement of financial position date, with changes in fair value recorded in profit or loss. Fair values for derivative
instruments are determined using valuation techniques, with assumptions based on market conditions existing at the
statement of financial position date or settlement date of the derivative. The embedded derivatives are recorded on the
statement of financial position as non-current liabilities at the fair value on the transaction date of June 15, 2017. For
the nine months ended September 30, 2018, the change in fair value of these embedded derivatives was $1.0 million
(September 30, 2017 — nil).

Convertible debentures derivative as of January 1, 2017 $ -
Derivative portion of conversion feature 2,266
Gain on derivative component (458)
Foreign exchange (118)
Convertible debentures derivative as of December 31, 2017 $ 1,690
Gain on derivative component ‘ (957)
Foreign exchange 69
Convertible debentures derivative as of September 30, 2018 $ 802
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9. Equity

The Company is authorized to issue an unlimited number of common shares. The Company’s shares have no par value.
a) Stock Options

The Company has established a stock option plan whereby the board of directors may, from time to time, grant options
to directors, officers, employees or consultants. Under the stock option plan 5,467,993 options have been authorized
for issuance, of which 3,840,000 have been allocated at September 30, 2018. Options granted must be exercised no
later than five years from date of grant or such lesser period as determined by the Company’s board of directors and are
settled in cash. The exercise price of an option is not less than the closing price on the Exchange on the last trading day
preceding the grant. The directors, subject to the policies of the TSX Venture Exchange, may determine and impose
terms upon how each grant of options shall become vested.

A summary of the Company’s stock option plan at September 30, 2018 and the changes for the nine months on these
dates is as follows:

Weighted Average
Number Exercise Price
At January 1, 2017 2,280,000 0.84
Granted 1,887,500 0.35
Expired (30,000) 5.13
Forfeited (190,000) 0.45
At December 31, 2017 3,947,500 0.59
Exercised (20,000) 0.35
Forfeited (87,500) 0.51
At September 30, 2018 3,840,000 0.60

The following table summarizes information about the stock options outstanding at September 30, 2018:
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Exercise Price Number of Options Weighted Average Number of Options
Per Share ' Qutstanding Remaining Life (Years) Exercisable
$0.45 1,505,000 0.88 1,505,000
$2.01 495,000 0.13 495,000
$0.35 1,840,000 2,03 1,840,000
3,840,000 3.03 3,840,000

The fair value of the services provided cannot be reliably measured; therefore, the fair value of each option granted is
estimated at the time of grant using the Black-Scholes option pricing model.

Option pricing models require the input of highly subjective assumptions including the expected share price volatility.
Changes in the subjective input assumptions can materially affect the fair value estimate.

The total fair value of share-based payment expense on stock options granted to employees and consultants of the
Company for the nine months ended September 30, 2018 was $nil (September 30, 2017 — $0.02 million).

b) Warrants

On May 18, 2018, the Company issued 381,330 common share purchase warrants to Extract Capital Master Fund Ltd.
and 381,330 common share purchase warrants to Sprott Hedge LP1 and Sprott Hedge LP2 (together, subsequently
merged into Ninepoint Gold & Precious Minerals Fund, or “Ninepoint™), in consideration for a working capital facility.
Each warrant entitles the holder to acquire one common share of the Company at an exercise pri¢e of $0.415 expiring
March 1, 2019. (See Note 11(b)).
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9. Equity - continued
b) Warrants - continued

On March 1, 2018, the Company issued 600,000 common share purchase warrants to Extract Capital Master Fund Ltd.
and 600,000 common share purchase warrants to Ninepoint, in consideration for a working capital facility. Each
warrant entitles the holder to acquire one common share of the Company at an exercise price of $0.54 expiring March
1,2019. (See Note 11(b)). .

On June 15, 2017, in connection with the convertible debentures; the Company issued 4,000,000 warrants to loan
holders, and 100,000 warrants to Extract and their affiliates. (See Note 8).

On July 22, 2016, the Company completed a non-brokered private placement of 716,192 units at a price of $1.00 per
unit for aggregate gross proceeds of $0.7 million., Each unit comprised one common share and one common share
purchase warrant. Fach warrant was exercisable for one common share at a price of $1.75 per share and expired on
January 22, 2018.

On July 6, 2016, the Company completed a public offering in which the Company issued 5,750,000 units at a price of
$1.00 per unit for aggregate gross proceeds of $5.8 million, including the full exercise of the agents’ option to increase
the public offering in the amount of $0.8 million. Each unit comprised one common share and one common share
purchase warrant. Each warrant was exercisable for one common share at a price of $1.75 per share expiring January
6, 2018. In consideration for the services of the underwriters, they were paid a cash commission of 6% of the gross
proceeds of the offering and non-transferable common share purchase warrants (“compensation warrant”) equal to 6%
of the shares issued pursuant to the offering, Each compensation warrant entitled the holder to acquire one common
share of the Company at an exercise price of $1.00 and expired on January 6, 2018.

Weighted Average

Number Exercise Price

At January 1, 2017 6,811,192 171
Granted 4,100,000 1.48

At December 31, 2017 10,911,192 1.63
Granted 1,962,660 0.49
Expired (6,811,192) 171

At September 30, 2018 6,062,660 1.16

The fair value of the services provided cannot be reliably measured; therefore, the fair value of each warrant granted is
estimated at the time of grant using the Black-Scholes option pricing models with assumptions as follows:

June 15,2017 June 15, 2017 March 1, 2018 May 18, 2018

4,000,000 100,000 1,200,000 762,660
Risk-free interest rate 1.50% 1.30% 1.71% 1.90%
Expected dividend vield Nil Nil Nil Nil
Expected share price volatility 63.4% 72.2% 73.1% 80.1%
Expected warrant life in years 5 3 ' 1 0.79

Pricing models require the input of highly subjective assumptions including the expected share price volatility.
Changes in the subjective input assumptions can materially affect the fair value estimate, and therefore the existing
models do not necessarily provide a reliable single measure of the fair value of the Company’s warrants.
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9. Equity - continued
¢) Loss per share

Details of the calculation of loss per share are set out below:

98

For the three months ended For the nine months ended
September 30 September 30
2018 2017 2018 2017
Net loss $ (2,546) $ (4,062) $ (7,232) § (11,712)
Attributable to non-controlling interest - - - (20)
Attributable to shareholders of EGD - (2,546) (4,062) (7,232) (11,692)
Weighted average number of shares — basic
and diluted 54,679,939 54,659,939 54,673,694 54,659,939
Loss per share — basic and diluted (0.05) (0.07) (0.13) (0.21)

10. Key management personnel compensation

Key management includes directors and senior executives. The remuneration of directors and other members of key
management personnel are as follows: »

For the three months ended For the nine months ended
September 30 September 30
2018 2017 2018 2017
Salaries and fees $ 372 $ 353 $ 275  $ 1,148
Share-based compensation - . - - 10
$ 372 $ 353 8 1,275 § 1,158
Amounts payable to related parties $ 211 $ 61 $ 263 $ 61
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11. Related party transactions

Related party transactions are recorded at arms-length which is the amount of consideration paid or received as agreed
by the parties. Related party transactions not disclosed elsewhere are as follows:

a)

b)

c)

d)

e)

On May 22, 2018, Bertram Drilling Inc. entered into a promissory note in the amount of $0.2 million with a
company that is related to five directors of Energold. The note bears an interest rate of 12. 5% per annum and has
a term of twenty-four months.

On March 1, 2018, the Company entered into a working capital facility of up to $2.0 million with Extract Capital
Master Fund Ltd. (“Extract”) and Sprott Hedge LP1 and Sprott Hedge LP2 (together, now “Ninepoint”). The loan
is unsecured and originally had a term of six months, which has subsequently been extended by mutual agreement.
Interest on the outstanding principal amount is calculated at a rate of 14% per annum. As partial consideration for
the facility, the Company may issue to the lenders an aggregate of up to 2,000,000 share purchase warrants, with
each warrant exercisable to acquire one common share of Energold at a price to be determined at the time of
issuance for a period of one year from date of issuance. To date, the Company has issued 1,200,000 warrants at
an exercise price of $0.54 per share split evenly between Extract and Ninepoint, and 762,660 warrants at an
exercise price of $0.415 per share split evenly between Exiract and Ninepoint. As at Seplember 30, 2018, the
amount outstanding on this credit facility is $0.5 million (December 31, 2017 - $nil) to Extract and $0.5 million
(December 31, 2017 - $nil) to Ninepoint. The total of these loans ($1.0 million) is included in trade and other
payables. In October 2018, the Company paid $0.7 million. The balance of $0.3 million is due on December 21,
2018.

During the nine months ended September 30, 2018, net fees in the amount of $0.02 million were incurred
(September 30, 2017 - $0.7 million) from a company related to an officer of Bertram for helicopter services
performed in Canada and the U.S. As at September 30, 2018, there was a net payable balance of $0.02 million
(December 31, 2017 — $0.8 million).

In 2017, the chief executive officer, the chairman of the board, and the audit committee chair purchased a total of
$1.0 million of the convertible debentures. In connection with the transaction, a partner at Extract became a
general director of the Company from July 2017 to August 2018. As a result, the director and Extract became
related parties to the Company during this time. The total amount of CDs purchased by the director and Extract
was $13.7 million. In addition, a person related to the chief executive officer and a person related to the audit
committee chair of the Company purchased CD’s totaling $0.2 million. A trust related to officers of Bertram
Drilling Corp., purchased $1.0 million of the CDs. As of September 30, 2018, the outstanding payable to related
parties on the CDs was $15.9 million (December 31, 2017 - $15.9 million).

In October and November 2016, the Company entered into loan facilities with a company related to an officer of
Bertram which expire on December 31, 2019. The loans bear interest at 4.7% per annum. As of September 30,
2018, the amount outstanding on the loan facility is $0.8 million (December 31, 2017 — $0.8 million).

As at September 30, 2018, a deferred payment of $0.7 million is due to the vendor of Cros-Man who remains a
director of the subsidiary (December 31, 2017 — $1.5 million). (See Note 4).
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12. Additional information to the statements of cash flows

Changes in non-cash working capital:
For the three months ended

For the nine months ended

September 30 September 30
‘ 2018 2017 2018 2017
Trade and other receivables $ (1,336) §$ (2,468) $ (8,473) $ (4,775)
Income tax receivable 42 (1,459) 203 (1,428)
Inventories (572) 657 1,690 1,539
Trade and other payables (31) (115) 3,998 1,877
Current income tax payable 458 602 22 (634)
Due to (from) related party (854) 43 (476) (725)
Deferred revenue 1,169 . 10 {1,592) 1,600
$ (1,124) % (2,730) $ (4,628) $ (2,546)

13. Economic dependence

Significant customers

The Company received revenues from the following customers that amounted to greater than 10% of total Company

revenues.
For the three months ended For the nine months ended
September 30, September 30,
2018 2017 2018 2017
$ % $ % $ % $ %
Customer A 1,166 5.3 177 0.9 8,024 11.5 4,190 7.4
Customer B 1,385 6.3 2,298 11.6 4,124 5.9 5,806 10.2
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14. Segmented information

The Company has three operating segments: Minerals, Energy and Infrastructure, and Manufacturing. The segments
are determined based on the reports reviewed by the Chief Executive Officer (who is considered the chief operating
decision maker) to make decisions about resources to be allocated to the segment and assess its performance and for
which discrete financial information is available.

Details are as follows:

For the three months ended

For the nine months ended

September 30 September 30
2018 2017 2018 2017
Revenue
Minerals 9,513 11,582 32,763 34,346
Energy and Infrastructure 11,107 6,362 27,870 17,625
Manufacturing 1,295 1,839 ‘ 8,926 4,725
$ 21915 $ 19,783 $ 69559 $ 56,696
Income (Loss)
Minerals 422 341 1,568 1,191
Energy and Infrastructure (3) (1,331) (1,147) (3,692)
Manufacturing (415) (669) 155 (2,314)
General and corporate expenses @ (1,587) (1,601) (4,127) (3,983)
Operating loss $  (1,583) % (3,260) $ (3,551 % (8,798)
Foreign exchange loss (147) 354 (572) 210
Finance and other costs (979) (852) (3,069) (2,829)
Gain on derivative component of
debentures 47 - 957 -
Income tax (expense) recovery (584) (304) (997) (295)
$  (2,546) $ (4,062) $  (1232) $§ (11,712)
Amortization
Minerals 410 442 1,151 1,172
Energy and Infrastructure 1,379 1,607 4,085 4,930
Manufacturing 31 34 93 106
Unallocated and corporate assets 17 18 51 ‘ 51
$ 1,837 $ 2,101 $ 5,380 § 6,259

(1) General and corporate expenses include expenses for corporate offices, share options and certain unallocated costs.
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14. Segmented information — continued

September 30 December 31
As at 2018 2017
Assets
Minerals $ 61,531 61,286
Energy and Infrastructure 19,803 19,569
Manufacturing 3,837 4,855
Unallocated and corporate assets 4,946 6,452
$ 90,117 92,162
Property, plant and equipment
Minerals $ 6,210 6,702
Energy and Infrastructure 6,111 8,884
Manufacturing 163 220
Unallocated and corporate assets 10 52
$ 12,494 15,858
Intangibles
Minerals $ 1,710 1,710
Energy and Infrastructure 2,046 3,227
Manufacturing 386 253
$ 5,042 5,190
Geographic information
‘For the three months ended For the nine months ended
September 30 September 30
Revenue 2018 2017 2018 2017
Mexico and the Caribbean $ 6,004 $ 7,827 $ 16,117 $ 22,856
South America 450 1,525 5,467 3,312
Africa and Other 3,248 1,589 17,637 9,700
Canada 7,188 3,122 18,393 11,796
United States of America 3,919 3,240 9,477 5,828
United Kingdom and Europe 1,106 2,480 2,468 3,204
$ 21,915  $ 19,783 $ 69,559  $ 56,696
Asat September 30 December 31
2018 2018 2017 2017
Property, plant Intangible Property, plant Intangible
and equipment assets and equipment assets
Mexico and the Caribbean $ 2,140 - $ 1,908 $ -
South America : 769 1,710 1,002 1,710
Africa and Other 3,051 - 3,073 -
Canada 3,700 2,946 6,504 3,227 .
United States of America 2,420 - 2,433 -
United Kingdom and Europe 414 386 938 253
$ 12,494 5,042 $ 15,858  § 5,190

20



This is Exhibit “E” referred to
in the Affidavit #1 of Mark Berger
made before me on.September 12, 2019

A Commissioner for taking Affidavits
for British Columbia

103



- 104

- ENERGOLD DRILLING CORP.

CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2017 and 2014



Management’s Responsibility For Financial Reporting

The accompanying financial statements of Energold Drilling Corp. (“the Company”) have been prepared by
management in accordance with International Financial Reporting Standards as issued by the International
Accounting Standards Board, and within the framework of the summary of significant accounting policies in these
consolidated financial statements, and reflect management’s best estimate and judgment based on currently available
information, ' '

Management has developed and maintains a system of internal controls to provide reasonable assurance that the
Company’s assets are safeguarded, transactions are authorized and financial information is accurate and reliable.

The Audit Committee of the Board of Directors meets periodically with management and with the Company’s
independent auditors to review the scope and results of their annual audit and to review the consolidated financial
statements and related financial reporting matters prior to submitting the consolidated financial statements to the
Board of Directors for approval.

The consolidated financial statements have been audited by PricewaterhouseCoopers LLP on behalf of the
shareholders and their report follows.

“F.W. Davidson” President and Chief Executive Officer “Steven Gold” Chief Financial Officer

April 16, 2018
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April 16, 2018

Independent Auditor’s Report

To the Shareholders of Energold Drilling Corp.

We have audited the accompanying consolidated financial statements of Energold Drilling Corp., which
comprise the consolidated statements of financial position as at December 31, 2017 and December 31,
2016 and the consolidated statements of loss, comprehensive loss, changes in equity and cash flows for the
years then ended, and the related notes, which comprise a summary of significant accounting policies and
other explanatory information.

Management’s responsibility for the consolidated financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Place, 250 Howe Street, Suite 1400, Vancouver, British Columbia, Canada V6C 357
T: +1 604 806 7000, F: +1 604 806 7806

“PwC" refers to PricewaterhouseCoopers LLP, an Ontario limited fiability partnership.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Energold Drilling Corp. as at December 31, 2017 and December 31, 2016 and its financial
performance and its cash flows for the years then ended in accordance with International Financial
Reporting Standards.

(Signed) “PricewaterhouseCoopers LLP”

Chartered Professional Accountants



Energold Drilling Corp.
Consolidated Statements of Financial Position

As at December 31
Canadian dollars in thousands except for shares and per share data

ASSETS 2017 2016
Current assets
Cash and cash equivalents 7,653 13,715
Restricted cash 234 116
Trade and other receivables (Note 5) 12,685 11,530
Income taxes receivable 2,666 2,124
Investments (Note 7) 2,897 4,751
Inventories (Note 6) 44,947 47,934
71,082 80,170
Non-current assets :
Property, plant and equipment (Note 8(a)) 15,858 23,057
Goodwill and intangible assets (Note 9) 5,190 5,707
Deferred income tax assets (Note 14) 32 47
‘ 21,080 28,811
. 92,162 108,981
LIABILITIES
Current liabilities
Bank indebtedness (Note 10) 2,509 6,260
Trade and other payables (Note 11) 13,401 10,953
Convertible debentures (Note 12) - 13,419
. Current income tax payable 541 1,742
Deferred revenue 3,095 937
19,546 33,311
Non-current liabilities
Bank indebtedness (Note 10) - 119
Due to related party (Note 17) 1,490 2,344
Finance leases (Note 15) 623 660
Convertible debentures (Note 12) 15,440 -
Convertible debentures derivative (Note 12) 1,690 -
Deferred income tax liabilities (Note 14) 3,032 3,421
22,275 - 6,544
41,821 39,855
SHAREHOLDERS’ EQUITY
Share capital 95,368 95,368
Contributed surplus 9,233 8,664
Warrants (Note 16(b)) 2,277 1,747
Equity component of convertible debentures (Note 12) 896 375
Accumulated other comprehensive income (3,195) 674
Accumulated deficit (54,238) (37,280)
Total equity attributable to Energold Drilling Corp. shareholders 50,341 69,548
Non-controlling interest - (422)
50,341 69,126
92,162 108,981

Nature of operations (Note 1)
ON BEHALF OF THE BOARD:

“F.W. Davidson”, Director

“M.A. Corra” , Director

- The accompanying notes form an integral part of these consolidated financial statements —

3
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Energold Drilling Corp.
Consolidated Statements of Loss
For the years ended December 31

Canadian dollars in thousands except for shares and per share data

2017 2016
Revenue $ 74,979 $ 65,400
Direct costs 64,179 56,203
Gross profit (excluding amortization) 10,800 9,197
Indirect and administrative expenses
Accounting, audit and legal 951 1,097
Amortization 8,384 9,205
Bad debt expense 433 416
Investor relations, marketing and travel 1,234 1,688
Management fees and consulting 1,293 1,490
Office, rent, insurance and sundry 3,741 3,515
Office salaries and services 8,464 8,852
Share-based payments 373 197
24,873 26,460
Operating loss (14,073) (17,263)
Other income (expenses)
Foreign exchange gain 248 2,176
Finance income 45 128
Finance cost (Note 13) (3,375) (3,085)
Other (expenses) income (88) 473
Gain on derivative component of debenture (Note 12) 458 -
(Loss) gain on disposal of assets (547) 146
Impairment of intangible assets - (169)
(3,259) (331)
Loss before taxes (17,332) (17,594)
Deferred income taxes recovery (Note 14) (404) (249)
Current income and other taxes expense (Note 14) 670 1,216
Netloss $ (17,598) $ (18,561)
Attributable to:
Equity holders of Energold Drilling Corp. $ (17,598) $ (18,379)
Non-controlling interest 8 - $ (182)
Loss per share attributable to equity shareholders of Energold Drilling Corp.
Loss per share — Basic and diluted (Note 16(c)) $ (0.32) § (0.36)
Weighted average number of shares outstanding — Basic and diluted 54,659,939 51,304,389

(Note 16(c))

- The accompanying notes form an integral part of these consolidated financial statements —

4
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Energold Drilling Corp.
Consolidated Statements of Comprehensive Loss

For the years ended December 31
Canadian dollars in thousands except for shares and per share data

110

2017 2016
Net loss (17,598) $ . (18,561)
Other comprehensive (loss) income
Items that will not be reclassified to net loss
Changes in fair value of investments (1,871) 1,304
Items that may be reclassified to net loss
Cumulative translation adjustment (1,499) (10,700)
Total comprehensive loss (20,968) $ (27,957)
Attributable to:
Equity holders of Energold Drilling Corp. (20,968) § (27,775)
Non-controlling interest - (182)
(20,968) § (27,957)

- The accompanying notes form an integral part of these interim condensed consolidated financial statements —
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Energold Drilling Corp.

Consolidated Statement of Cash Flows
For the years ended December 31

Canadian dollars in thousands except for shares and per share data

Cash provided by (used in) 2017 2016
Operating activities
Net loss (17,598) (18,561)
Items not affecting cash: '
Amortization 8,384 9,205
Finance costs - 250
Share-based payments 373 197
Management fees and consulting 92 -
Gain on derecognition of equity investment (Note 7) - (640)
Deferred income taxes recovery (404) (249)
Equity loss from IMPACT Silver Corp. - 47
Loss (gain) on disposal of assets 547 (146)
Gain on derivative portion of convertible debenture (458) -
Impairment of intangible assets - 169
Bad debt expense 433 416
Accretion related to long term debt (Note 12) 718 132
Unrealized gain on foreign exchange (1,285) (1,917)
Change in non-cash working capital (Note.21) 2,340 8,281
(6,858) (2,816)
Investing activities
Acquisition of Cros-man, net of cash acquired - (3,008)
Purchase of investments - (310)
Proceeds on sale of assets 294 134
Proceeds on sale of investments 289 1,165
Purchase of property, plant and equipment (1,227) (1,089)
Capitalized development costs - (62)
Restricted cash (126) 120
(770) (3,050)
Financing activities
Convertible debentures issuance (net of transaction costs) (Note 12) 18,900 -
Repayment of convertible debentures (Note 12) (13,500) -,
Proceeds from (repayment of) bank facility - (2,936)
Proceeds from credit facilities - 5,197
Repayment of credit facilities (3,692) (1,824)
Repayment of finance leases (142) (1,046)
Proceeds from shares issued - 5,837
Proceeds on loan from related party (Note 17(c)) - 792
1,566 6,020
Netincrease (decrease) in cash (6,062) 154
Cash at the beginning of the year 13,715 13,561
Cash at the end of the year 7,653 13,715
Interest paid 2,487 2,150
Income taxes paid 2,772, 714

- The accompanying notes form an integral part of these consolidated financial statements —
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Energold Drilling Corp.

Notes to the Consolidated Financial Statements
December 31, 2017
Canadian dollars in thousands except for shares and per share data

1. Nature of operations

Energold Drilling Corp. (the “Company”) provides, directly and through its subsidiaries, drilling services for parties
principally in North America, Mexico, the Caribbean, Central America, South America, Europe and Africa. The
Company, through its subsidiary, also designs and manufactures specialty/customized drilling rigs and associated
equipment for water well, mineral exploration and geotechnical drilling companies. Additionally, the Company,
through its subsidiaries, provides drilling and other services to the energy sector in Canada and the United States
(“U.8.”). The Company is located at 1100-543 Granville Street, Vancouver, British Columbia, Canada, V6C 1X8.

2, Basis of presentation
Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) issued by the International Accounting Standards Board (“JASB”) and Interpretations of the
International Financial Reporting Interpretations Committee (“IFRIC”) applicable to the preparation of these
consolidated financial statements. The consolidated financial statements have been prepared on a historical basis,
except where otherwise indicated, and are presented in Canadian dollars and all values are rounded to the nearest
thousands, except where otherwise indicated. The consolidated financial statements were authorized for issue by the
Board of Directors on April 16, 2018.

Significant accounting judgments and estimates

The preparation of consolidated financial statements in conformity with IFRS requires management to make
estimates and form assumptions that affect the reported amounts of assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period.
On an ongoing basis, management evaluates its judgments and estimates in relation to assets, liabilities, revenue and
expenses. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and further periods, if the review affects both current
and future periods. Management uses historical experience and various other factors it believes to be reasonable
under the given circumstances as the basis for its judgments and estimates. Actual outcomes may differ from these
estimates under different assumptions and conditions. The main judgments and estimates made by management in
applying accounting policies primarily relate to the following, as applicable, and further details of assumptions made
are disclosed in individual notes throughout the consolidated financial statements.

Income taxes:

The Company is subject to income taxes in numerous jurisdictions and significant judgment is required in
determining the worldwide provision for income taxes. There are transactions and calculations for which the ultimate
tax determination is uncertain and in these cases management interprets tax legislation in forming a judgment. The
Company recognizes liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is different from the amounts that were initially recorded, such
differences will impact the current and deferred income tax assets and liabilities in the period in which such
determination is made. A deferred tax asset is recognized to the extent that it is probable that future taxable earnings
will be available to use against the asset. To the extent that the Company does not consider it probable that a deferred
tax asset will be recovered, it does not recognize an asset. See Note 14 for additional information.

Review of asset carrying values and impairment:

Each cash generating unit (“CGU”) is evaluated every reporting period to determine whether there are any indications
of impairment. If any such indication exists, which is often judgmental, a formal estimate of recoverable amount is
performed and an impairment loss is recognized to the extent that the carrying amount exceeds the recoverable
amount. The recoverable amount of a CGU of assets is measured at the higher of fair value less cost of disposal
(“FVLCD”) or value in use (“VIU”). :
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Energold Drilling Corp.

Notes to the Consolidated Financial Statements
December 31, 2017
Canadian dollars in thousands except for shares and per share data

2. Basis of presentation - continued
Significant accounting judgments and estimates - continued

The evaluation of asset carrying values for indications of impairment includes consideration of both external and
internal sources of information including such factors as market and economic conditions and internal forecasts. The
determination of FVLCD and VIU requires management to make estimates and assumptions about expected revenue,
estimated operating costs, estimated meters drilled, taxes, discount rates and future sustainable capital expenditures.
The estimates and assumptions are subject to risk and uncertainty; hence there is the possibility that changes in
circumstances will alter these forecasts which may impact the recoverable amount of the assets. In such
circumstances, some or all of the carrying value of the assets may be further impaired or the impairment charge
reversed with the impact recorded in the consolidated statement of loss.’

Functional currency:
The functional currency for each of the Company’s subsidiaries is the currency of the primary economic environment

in which the entity operates. Determination of functional currency may involve certain judgments to determine the

primary economic environment and the Company reconsiders the functional currency of its entities if there is a
change in events and conditions which determined the primary economic environment.

Trade and other receivables:

Trade receivables are financial assets recognized initially at fair value and subsequently measured at amortized cost
using the effective interest method, less provision for impairment. See Note 3(n) for further information on
accounting for financial assets and a description of the Company’s impairment policies. See Note 5 for further
information about the Company’s accounting for trade receivables.

Inventory valuation: .
The Company reviews the expected remaining field service life of the equipment parts and supplies and provides an
allowance for normal wear and tear.

Business combinations:
The Company uses estimates and assumptions for the fair value of assets and liabilities acquired in business
combinations. Refer to Note 4 for additional information.

3. Significant accounting policies
a) Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its controlled
subsidiaries, the most significant of which are presented in the table below. Subsidiaries are all entities over which the
Company has control. The Company controls an entity when the Company is exposed to, or has rights to, variable
returns from its involvement with the entity and has the ability to affect those returns through its power over the
entity. This control is generally evidenced through owning more than 50% of the voting rights or currently exercisable
potential voting rights of a company’s share capital. Subsidiaries are fully consolidated from the date on which control
is transferred to the Company. They are deconsolidated from the date that control ceases. When the Company ceases
to have control, any retained interest in the entity is re-measured to its fair value at the date when control is lost, with
the change in carrying amount recognized in profit or loss. The fair value is the initial carrying amount for the
purposes of subsequently accounting for the retained interest as an associate, joint venture or financial asset. All
intercompany transactions and balances are eliminated on consolidation. For subsidiaries that the Company controls,
but does not own 100% of, the net assets and net profit attributable to outside shareholders are presented as amounts
attributable to non-controlling interests in the consolidated balance sheet and consolidated statement of loss and
comprehensive loss.
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Ehergold Drilling Corp.

Notes to the Consolidated Financial Statements
December 31, 2017
Canadian dollars in thousands except for shares and per share data

3. Significant accounting policies - continued

a) Basis of consolidation - continued

Incorporation Nature of »
Subsidiary Location ‘operations Functional currency
Energold de Mexico S.A. de C.V. (“EDM”) Mexico Mineral drilling Mexican Peso (MXN)
Energold Drilling Dominicana, S.R.L. Dominican . - .
(“EDD”) » Republic Mineral drilling Dominican Peso
Energold Drilling Peru, S.A.C. (“EDP”) Peru Mineral drilling U.S. Dollar (“USD”)
Energold Perfuracoes Ltda. (“EPB”) Brazil Mineral drilling Brazilian Reias
Energold Argentina S.A. (“EDA”) Argentina Mineral drilling Argentinean Peso
Energold Drilling (EMEA) Ltd. ("EMEA”) United Kingdom Mineral drilling Pound Sterling (“GBP”)
P];i]r)l(%’(’)) Drilling International Ltd. (“Dando” or United Kingdom Manufacturing GRBP
Bertram Drilling Corp. (“Bertram”) Canada Energy drilling Canadian Dollar (“CDN")
Bertram Drilling Inc. (“BDI”) United States Energy drilling USD
E Drilling de Nicaragua S.A. (“EDDN”) Nicaragua Mineral drilling Nicaraguan Cordoba
B&F, International Services Ltd. (“E&E”) Canada Energy drilling CDN
Snr:s;’l’\/lan Direct Underground Ltd. (“Cros- Canada Energy drilling CDN
Energold de Panama S.A. Panama Mineral drilling USD
EGD Services Ltd. : Canada Drilling support CDN

services

Energold Senegal SUARL Senegal Mineral drilling CFA Franc (“XOF”)
Energold Cote d’Ivoire (“ECI”) Ivory Coast Mineral drilling XOF

Significant restrictions
The Company has subsidiaries in certain countries such as Brazil which are subject to local exchange control
regulations that may restrict exportation of capital from the country.

b) Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method. The acquiree’s
identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition under IFRS-3 Business
Combinations are recognized at their fair values at the acquisition date, except for non-current assets (or disposal
groups) that are classified as held-for-sale in accordance with IFRS-5 Non-current Assets Held for Sale and
Discontinued Operations, which are recognized and measured at fair value less costs to sell. The cost of the business
combination is measured as the aggregate of the fair values (at the date of exchange) of assets given, liabilities
incurred or assumed, and equity instruments issued by the Company in exchange for control of the acquiree being the
date on which the Company gains control. The excess of the cost over the fair value of the Company’s share of
identifiable net assets acquired is recorded as goodwill. If, after reassessment, the consideration is less than the fair
value of net assets acquired, the excess is recognized immediately in the statement of comprehensive income as a
bargain purchase gain. When the initial accounting for a business combination is determined provisionally, any
adjustments to the provisional values allocated are made within twelve months of the acquisition date and are
effected prospectively from the date of acquisition. Where a business combination agreement provides for an
adjustment to the cost of a business acquired contingent on future events, the Company accrues the fair value of the
amount of any additional consideration payable in the cost of the acquisition as a lability at the acquisition date
where this can be measured reliably. This amount is reassessed at each subsequent balance sheet date with any
adjustments to the liability recognized in the statement of comprehensive income. To the extent that consideration is
contingent upon continuing employment, the consideration is treated as post-combination consideration and
recognized in the statement of comprehensive income in the period that the payment is accrued or paid.
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Energold Drilling Corp.

Notes to the Consolidated Financial Statements
December 31, 2017
Canadian dollars in thousands except for shares and per share data

3. Significant accounting policies — continued
¢) Foreign currency translation

The functional currency for each of our subsidiaries and associates is the currency of the primary economic
environment in which the entity operates. Transactions in foreign currencies are translated to the functional currency
of the entity at the exchange rate in existence at the date of the transaction. Monetary assets and labilities
denominated in foreign currencies at the balance sheet date are retranslated at the period end date exchange rates.
Non-monetary items which are measured using historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction. Non-monetary items that are measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value was determined. Resulting foreign exchange gains
or losses are recognized in income.

The functional currency of Energold Drilling Corp., the parent entity, is the Canadian dollar, which is also the
presentation currency of our consolidated financial statements.

Foreign operations are translated from their functional currencies into Canadian dollars on consolidation as follows:

6] Assets and liabilities for each statement of financial position presented are translated at the closing rate
at the date of the statement of financial position;
(i) Income and expenses for each statement of loss are translated at a quarterly average exchange rate

(unless this rate is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the dates of the transactions);
(iii) Share capital for each statement of financial position presented are translated at historical rate; and
@iv) All resulting exchange differences are recognized in other comprehensive income as cumulative
translation adjustments.

Exchange differences that arise relating to long-term intercompany balances that form part of the net investment in a
foreign operation are also recognized in this separate component of equity through other comprehensive income.

On disposition or partial disposition of a foreign operation, the cumulative amount of related exchange differences
recorded in a separate component of equity is recognized in the statement of loss.

d) Investments

Investments in equity securities are financial assets recognized initially at fair value and subsequently measured at
fair value through other comprehensive loss (“FVTOCI”) because the Company does not hold these securities for the
purpose of trading. Fair value is determined using quoted market prices.

e) Inventories

The Company maintains an inventory of operating supplies and drill consumables such as drill rods, tubes, bits,
casings, consumable supplies and lubricants as well as pumps, motors and other drilling equipment and parts.
Procurement, transportation and import duties are included in inventory cost. Inventories are valued at the lower of
cost and net realizable value. Cost is determined on a weighted average cost method. The Company applies the
following policies with respect to inventory accounting and valuation:

(i) Higher value drilling equipment parts and supplies, as well as consumable inventories are valued at landed cost,
based upon country of use, less an allowance for normal wear and tear based upon management’s judgment of
the expected remaining field service life of the equipment parts and supplies.

(ii) Each drill has a base inventory of smaller value equipment parts and supply items which are valued at landed
cost.

11
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Energold Drilling Corp.

Notes to the Consolidated Financial Statements
December 31, 2017
Canadian dollars in thousands except for shares and per share data

3. Significant accounting policies - continued
f) Property, plant and equipment
Property, plant and equipment are recorded at cost less accumulated amortization and applicable impairment losses.

Cost includes the purchase price and directly attributable costs to bring the assets to the location and condition
necessary for it to be capable of operating in the manner intended by management. When an item of property, plant

and equipment comprises of major components with different useful lives, the components are accounted for as -

separate items of property, plant and equipment.

The costs of day-to-day servicing, commonly referred to as “repairs and maintenance”, are recognized in the
statement of loss as an expense, as incurred.

Subsequent costs are recognized in the carrying amount of an item of property, plant and equipment when the cost is
incurred, if it is probable that the future economic benefits embodied within the item will flow to the consolidated
entity and the cost of the item can be measured reliably. All other costs are recognized in the statement of loss as an
expense, as incurred.

Amortization commences when property, plant and equipment are considered available for use. Amortization is
recognized in earnings or loss over the estimated useful lives of each part of an item of property, plant and equipment
and is in line with the pattern of use of the future economic benefits. The declining balance method is used except as
otherwise indicated below.

The following rates are used in the calculation of amortization:

Building 7 years straight line

Operating equipment 20% per annum (Minerals and Manufacturing); 7 years straight line (Energy)
Vehicles 20% per annum

Office equipment 20% per annum

Computer equipment 30% per annum

An item of property, plant and equipment and any significant parts initially recognized is derecognized upon disposal
or when no future economic benefits are expected from its continued use of the asset. Any gain or loss arising on

disposal of the asset, determined as the difference between the net disposal proceeds and the carrying amount of the

asset, is recognized in the consolidated statement of loss.

Amortization methods, useful lives and residual values are reassessed each reporting date and any changes arising
from the assessment are applied prospectively.

g) Leases

Leases in which the Company assumes substantially all risks and rewards of ownership are classified as finance
leases. Assets held under finance leases are recognized as assets of the Company at the lower of the fair value at the
inception date of the lease or the present value of the minimum lease payments. The corresponding liability is
recognized as a finance lease obligation. Lease payments are accounted for using the effective interest rate method.
Finance charges are charged to profit or loss, unless they are directly attributable to qualifying assets, in which case
they are capitalized. In a finance leaseback transaction, any profit or loss from. the transaction will be deferred and
amortized over the lease térm.
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3. Signiﬁcant accounting policies - continued

h) Intangible assets

Intangible assets include goodwill, customer relationships, brand, and business development costs.
Goodwill |

Business acquisitions are accounted for using the purchase method, whereby assets and liabilities acquired are
recorded at their fair values as of the date of acquisition and any excess of the purchase price over such fair value is
recorded as goodwill. Goodwill is identified and allocated 1o reporting units by preparing estimates of the fair value of
each reporting unit and comparing this amount to the fair value of assets and liabilities in the reporting unit. Goodwill
is not amortized.

The Company assesses goodwill impairment on at least an annual basis, or more frequently if events or circumstances
indicate there may be impairment. To accomplish this assessment, the Company estimates the value in use of its
reporting units that include goodwill and compares those fair values to the reporting units’ carrying amounts. If the
carrying value of a reporting unit exceeds its fair value, the Company compares the implied fair value of the reporting
unit’s goodwill to its carrying amount, and any excess of the carrying amount over the fair value is charged to
operations. Assumptions underlying the fair value estimates are subject to significant risks and uncertainties.

Other intangible assets

Intangible assets acquired separately are measured on initial recognition as cost. The cost of intangible assets
acquired in a business combination is their fair value as at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less accumulated amortization and accumulated impairment losses, if any.
Intangible assets with finite lives are amortized over the useful economic life and assessed for impairment whenever
there is an indication that the intangible assets may be impaired. The amortization expense on intangible assets with
finite lives is recognized in profit or loss in the expense category, consistent with the nature of the intangible assets.

The following useful lives are used in the calculation of amortization.

Energy — Cros-man Energy - Bertram Manufacturing
Customer relationships 7 years 5years N/A
Brand N/A 5 years N/A
Other intangible assets 4 years 3 years 10 % per annum

i) Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its tangible and intangible assets to determine
whether there is an indication that those assets might be impaired. If any such indication exists, which is often
judgmental, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss,
if any. The evaluation of asset carrying values for indications of impairment includes consideration of both external
and internal sources of information including factors such as market and economic conditions, sales forecast and the
physical condition and usability of the drills. Where it is not possible to estimate the recoverable amount of an
individual asset, the Company estimates the recoverable amount of the cash generating unit (“CGU”) to which the
asset belongs. A CGU is the smallest identifiable group of asset that generates cash inflows from other assets or
groups of assets.

An impairment loss is recognized when the carrying amount of an asset, or its CGU, exceeds its recoverable amount. ,

Recoverable amount is the higher of an asset’s or CGU’s fair value less costs of disposal (“FVLCD”) and its value in use
(“VIU™). In assessing VIU, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset or
CGU for which future cash flows have not been adjusted. The FVLCD is based on an estimate of the amount that the
Company may obtain in a sale transaction on an arm’s length basis between knowledgeable, willing parties, less costs
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3. Significant accounting policies - continued
i) Impairment of non-financial assets - continued

of disposal. FVLCD is primarily derived using discounted cash flow techniques, which incorporates market
participant assumptions.

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying amount of
the asset or CGU is reduced to its recoverable amount. An impairment loss is recognized immediately in the
consolidated statement of loss. Impairment losses recognized in respect of CGUs are allocated first to reduce the
carrying amount of any goodwill allocated to CGUs and then to reduce the carrying amount of the other assets in the
unit on a pro-rata basis.

An impairment loss recognized in prior years for long-lived assets shall be reversed only if there has been a significant
change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss was
recognized. This reversal is recognized in the statement of loss and is limited to the carrying amount that would have
been determined, net of amortization, had no impairment loss been recognized for the asset in prior years. After such
a reversal, any amortization charge is adjusted prospectively.

j) Revenue recognition

Revenue from services rendered is measured at the fair value of the consideration received or receivable. Revenue
fromi services rendered is recognized when the amount can be reliably measured, it is probable that future economic
benefits will flow to the entity, when collection is reasonably assured and when specific criteria have been met for
each of the Company’s activities, as described below.

Revenue from the Company’s mineral drilling contracts is recognized on the basis of actual meters drilled for each
contract. Revenue from the Company’s energy contracts is recognized based on actual meters drilled or number of
wells completed depending on the type of contract. Revenue from ancillary services is recorded when the services are
rendered. Contract prepayments are recorded as deferred revenue until performance is achieved and are credited
against contract billings in accordance with the contract terms.

Revenue from the manufacturing division is recorded using the percentage of completion method in accordance with
1AS 11, Construction Contracts. Standard accounting practices to recognize revenue with regard to construction
contracts falls under IAS 11, which recommends the percentage of completion method. As the Company constructs
and assembles the drills it sells to its customers, management considers it appropriate to recognize revenue under
this basis.

k) Share-based payrhents

The Company grants stock options to buy common shares of the Company to directors, officers, employees and
consultants. Options granted must be exercised no later than five years from date of grant or such lesser period as
determined by the Company’s board of directors. The exercise price of an option is not less than the closing price on
the Exchange on the last trading day preceding the grant. The directors, subject to the policies of the TSX Venture
Exchange, may determine and impose terms upon how each grant of options shall become vested.

The fair value of the options is measured at grant date using the Black-Scholes option pricing model, and is
recognized over the period that the employees earn the options. When options vest in installments over the vesting
period, each installment is accounted for as a separate arrangement. The fair value is recognized as expense with a
corresponding increase in equity. At each reporting date, the Company revises its estimates of the number of options
that are expected to vest. It recognizes the impact of the revision of original estimates, if any, in income, with a
corresponding adjustment to equity.
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3. Significant accounting pelicies - continued
) Income taxes

Income tax expense consists of current and deferred tax expense. Income tax expense is recognized in the statement
of loss. Current tax expense is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at period end, adjusted for tax payable with regard to previous periods.

Deferred taxes are recorded using the statement of financial position liability method. Under the statement of
financial position liability method, deferred tax assets and liabilities are recognized for future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Deferred tax assets and liabilities are measured using the enacted or substantively enacted tax
rates expected to apply when the asset is realized or the liability settled.

A deferred tax asset is recognized to the extent that it is probable that future taxable earnings will be available to use
against the asset. To the extent that the Company does not consider it probable that a deferred tax asset will be
recovered, it does not recognize an asset.

Deferred tax assets and liabilities are not recognized if the temporary differences arise from the initial recognition of
goodwill or an asset or liability in a transaction (other than in a business combination) that affects neither accounting
profit nor taxable profit.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities, and when they relate to income taxes levied by the same taxation authority on either the
same taxable entity or different taxable entities which intend to either settle its current tax assets and liabilities on a
net basis, or to realize the assets and setile the liabilities simultaneously, in each future period in which significant
amounts of deferred tax assets or liabilities are expected to be settled or recovered.

m) Loss per share

Basic loss per share is computed by dividing the net loss available to common shareholders by the weighted average
number of shares outstanding during the reporting period. Diluted loss per share is computed by dividing the net loss
available to common shareholders by the weighted average number of shares outstanding on a diluted basis. The
weighted average number of shares outstanding on a diluted basis takes into account the additional shares for the
assumed exercise of stock options and warraunts, if dilutive. The number of additional shares is calculated by assuming
that outstanding stock options were exercised and that the proceeds from such exercises were used to acquire
common stock at the average market price during the reporting period. When the effects of potential issuance of
shares under options would be anti-dilutive basic and diluted loss per share are the same.

n) Financial instruments
(i) Classification and measurement

Financial instruments are classified at initial recognition into the following categories: at fair value through profit and
loss (“FVTPL”), fair value through other comprehensive income (“FVTOCI™), or at amortized cost.

(il) Measurement
Financial assets and labilities at FVTPL: Financial assets and liabilities at FVTPL are initially recognized at fair
value and transaction costs are expensed in the consolidated statement of loss. Realized and unrealized gains and

losses arising from changes in the fair value of the financial assets or liabilities held at FVTPL are included in the
consolidated statement of loss in the period in which they arise.
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3. Significant accounting policies - continued
n) Financial instruments - continued
(ii) Measurement - continued

Financial assets at FVTOCI: Investments in equity instruments at FVTOCI are initially recognized at fair value.
Subsequently they are measured at fair value, with gains and losses arising from changes in fair value recognized in
other comprehensive loss.

Financial assets and labilities at amortized cost: Financial assets and liabilities at amortized cost are initially
recognized at fair value, and subsequently carried at amortized cost using the effective interest rate method less any
impairment. The effective interest method allocates interest income or expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash flows over the expected life of the financial
instrument, or, where appropriate, a shorter period, to the net carrying amount on initial recognition. Amortization
under the effective interest rate method is included in finance costs in the consolidated statement of loss.

Derivative financial instruments: Derivatives embedded in financial liabilities are treated as separate derivatives
when their risks and characteristics are not closely related to their host contracts. Embedded derivatives are classified
as FVTPL with changes in value recognized in the consolidated statement of loss.

(iii) Impairment of financial assets

Impairment of financial assets at amortized cost: An expected credit loss is recognized on financial assets measured
at amortized cost. At each reporting date, a loss allowance for the financial asset is measured at an amount equal to
twelve months expected credit losses. The expected credit losses are assessed on a divisional basis. If, at the
reporting date, the credit risk on the financial asset has increased significantly since initial recognition, a loss
allowance for the financial asset is measured at an amount equal to the lifetime expected credit losses. For trade
receivables, the Company applies the simplified approach permitted by IFRS 9, which requires expected lifetime
losses to be recognized from initial recognition of the receivables. If, in a subsequent period, the amount of the
impairment loss decreases and the decrease relates to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed through profit or loss. On the date of impairment reversal, the
carrying amount of the financial asset cannot exceed its amortized cost had impairment not been recognized.

(iv) Derecognition

Derecognition of financial assets and liabilities: Financial assets are derecognized when the investments mature or
are sold, and substantially all the risks and rewards of ownership have been transferred. A financial liability is
derecognized when the obligation under the liability is discharged, canceled or expired. Gains and losses on
derecognition are recognized within finance income or finance costs, respectively. Gains or losses on financial assets
classified as FVTOCI remain within accumulated other comprehensive loss.

(v) Fair value of financial instruments
The fair values of quoted investments are based on current prices. If the market for a financial asset is not active (and
for unlisted securities), fair value is established by using valuation techniques. These include the use of recent arm’s

length transactions, reference to other instruments that are substantially the same, discounted cash flow analysis, and
option pricing models refined to reflect the financial asset’s specific circumstances.
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3. Significant accounting policies - continued
0) Cbmpound instruments

The component parts of compound instruments (convertible notes) issued by the Company are classified separately
as financial liabilities and equity, in accordance with the substance of the contractual arrangements and the
definitions of a financial liability and equity instrument. The conversion option that will be settled by the exchange of
a fixed amount of cash or another financial asset for a fixed number of the Company’s own equity instruments is an
equity instrument. At the date of issue, the fair value of the liability component is estimated using the prevailing

market interest rate for similar non-convertible instruments. This amount is recorded as a liability on an amortized

cost basis using the effective interest method until extinguished upon conversion, or at the instrument’s maturity
date. The conversion option classified as equity is determined by deductmg the amount of habﬂlty component from
the fair value of the compound instrument as a whole. This is recognized and included in equity and is not
subsequently remeasured. In addition, the conversion option classified as equity will remain in equity until the
conversion option is exercised, in which case, the balance recognized as equity will be transferred to share capital.

‘When the conversion option remains unexercised at the maturity date of the convertible note, the balance recognized
in equity will be transferred to contributed surplus. No gain or loss is wwguiwd in profit or loss upon conversion or
expiration of the conversion option. Transaction costs that relate to the issue of the convertible notes are allocated to
the liability and equity components in proportlon to the allocation of the gross proceeds. Transaction costs relatlng to
the equ1ty component are recognized directly in equity. Transaction costs relating to the liability are included in the
carrying amount of the liability component and are amortized over the lives of the convertible notes using the
effective interest method. '

p) Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker, who is responsible for allowing resources and.assessing
performance of the operating segments, has been identified as the person who makes strategic decisions.
Performance from both an industry and geographic perspective is examined and three reportable segments have been
identified:

i) Minerals — This part of the business provides drilling services in the minerals industry for parties
principally in North America, Mexico, the Caribbean, Central America, South America, Africa and
Europe.

i) Energy — This part of the business provides drilling and other services to the energy sector in Canada,
the U.S. and South America.

if) Manufacturing — This part of the business designs and manufactures specialty / customized drilling rigs

and associated equipment for water well, mineral exploration and geotechnical drilling companies.
q) Change in accounting policies

IFRS g — Financial Instruments — classification and measurement

The Company has early adopted all of the requirements of IFRS g as of October 1, 2017. IFRS 9 uses a single approach
to determine whether a financial asset is classified and measured at amortized cost or fair value, replacing the
multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial instruments and the
contractual cash flow characteristics of the financial asset. Most of the requirements in IAS 39 for classification and
measurement of financial liabilities were carrled forward in IFRS 9, so our accounting policy with respect to financial
liabilities is unchanged.

. The Company has changed our accounting policy for financial assets retrospectively for assets that were recognized at

the date of application. The main areas of change are the accounting for equity securities previously classified as
available for sale, and the expected credit loss recognized on financial assets measured at amortized cost.
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3. Significant accounting policies - continued
g) Change in accounting policies - continued

IFRS o — Financial Instruments — classification and measurement - continued

The Company completed a detailed assessment of our financial assets and liabilities as at October 1, 2017. The
following table shows the original classification under IAS 39 and the new classification under IFRS g:

Financial assets/liabilities Original classification — IAS 39 New classification — IFRS 9
Cash and cash equivalents Amortized cost Amortized cost

Restricted cash Amortized cost Amortized cost

Trade and other receivables Amortized cost Amortized cost
Investments Auvailable for sale FVTOCI

Bank indebtedness Amortized cost Amortized cost

Trade payables and other payables Amortized cost Amortized cost

Convertible debenture Amortized cost Amortized cost

Convertible debenture derivative FVTPL - FVTPL

The Co.mpany elected to classify our marketable securities as FVTOCI as they are not considered to be held for
trading.

The Company has recognized the effects of retrospective application at the beginning of the annual reporting period
that includes the date of initial application. Therefore, the adoption of IFRS g resulted in a decrease to opening
retained deficit on January 1, 2017 of $0.6 million with a corresponding adjustment of $0.5 million to accumulated
other comprehensive loss and $0.1 million to accounts receivable.

r) Recent accounting pronouncements issued but not yet implemented

The following new standards, amendments to standards and interpretations have been issued but are not effective
during the year ended December 31, 2017:

IFRS 15, ‘Revenue from contracts with customers’

The IASB has issued a new standard for the recognition of revenue. This will replace IAS 18 which covers contracts for
goods and services and IAS 11 which covers construction contracts. The new standard is based on the principle that
revenue is recognized when control of a good or service transfers to a customer — so the notion of control replaces the
existing notion of risks and rewards. The standard permits a modified retrospective approach for the adoption. Under
this approach entities will recognize transitional adjustments in retained earnings on the date of initial application
(e.g. January 1, 2018), i.e. without restating the comparative period. They will only need to apply the new rules to
contracts that are not completed as of the date of initial application. The Company has reviewed its contracts and
concluded that there will be no impact in the mineral drilling and energy divisions from the adoption of the standard.
Revenue from the manufacturing division will continue to be recognized ds the performance of a contract is satisfied
over time, however only to the extent that the customer is obliged to pay for progress to date and the manufactured
product cannot be readily reassigned to a separate customer. In cases where these criteria are not met, revenue will be
recognized upon delivery.
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3. Significant accounting policies - continued
r) Recent accounting pronouncements issued but not yet implemented - continued
IFRS 16 ~ Leases

In January 2016, the IASB issued a new standard which replaces IAS 17 — Leases and its associated interpretative
guidance. IFRS 16 applies a control model to the identification of leases, distinguishing between a lease and a service
contract on the basis of whether the customer controls the asset being leased. For those assets determined to meet the
definition of a lease, IFRS 16 introduces significant changes to the accounting by lessees, introducing a single, on-
balance sheet accounting model that is similar to current finance lease accounting, with limited exceptions for short-
term leases or leases of low value assets. Lessor accounting remains similar to current accounting practice. The
standard is effective for annual periods beginning on or after January 1, 2019, with early application permitted for
entities that apply IFRS 15. The Company has begun preliminary discussions and will need to recognize certain lease
assets and liabilities upon adoption; however, the extent of the impact of adoption of the standard has not yet been
determined.

4. Business combination

On March 4, 2016, the Company acquired all the outstanding shares of Cros-man Direct Underground Ltd. ("Cros-
man") and accounted for the transaction as a business combination. Based in Manitoba, Canada, Cros-man is a
horizontal directional drilling company, servicing the telecommunications, water, sewage, hydro and energy sectors in
Canada. The results of operations of Cros-man from March 4, 2016 forward are included in these financial
statements. The assets acquired and liabilities assumed were recorded at their estimated fair values.

Fair value of assets and liabilities acquired

Cash $ 492
Trade and other receivables 706
Income taxes receivable 145
Trade and other payables (83)
Due to vendors ) (910)
Net working capital acquired 350
Other receivables 106
Property, plant and equipment 2,327
Intangible assets 2,330
Deferred income tax liability (994)
Net assets acquired $ 4,119
Consideration

Cash payment $ 3,500
Deferred payment 2,200
Total consideration ‘ $ 5,700
Goodwill $ 1,581

The excess of the acquisition cost of the business over the estimated fair values of the identifiable net assets acquired
is recognized as goodwill. The goodwill balance arises primarily as a result of the synergies existing within the
acquired business. The total consideration for the acquisition was $5.7 million of which $3.5 million was paid on
closing date in cash and $2.2 million is payable to the vendors over a three-year period. The deferred payment to the
vendors is recorded at fair value and includes fixed payments of $0.7 million paid in 2017 and $0.8 million due in
each of 2018 and 2019. As well, the vendors have the opportunity to earn a performance incentive of up to $0.5
million per year for the next three years following the closing date as it targets certain growth metrics. As of December
31, 2017, the deferred payment amount was $1.5 million of which $0.8 million is included in current trade and other
payables and $0.7 million is included in non-current liabilities as due to related party.
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5. Trade and other receivables

December 31, December 31,

2017 2016

Trade receivables $ 10,442 $ 9,187
Prepaid expenses 1,001 883
Government receivables 1,084 1,348
Other _ 158 112
$ 12,685 $ 11,530

As of December 31, 2017, the allowance for doubtful accounts based on the expected credit losses was $0.2 million
(December 31, 2016 - $0.4 million).

6. Inventories

December 21, December 31,

2017 2016

Supplies and raw materials $ 44,285 $ 46,884
Work in progress 662 1,050
$ 44,947  § 47,934

The cost of inventories recognized as an expense and included in direct costs for the year ended December 31, 2017
was $20.0 million (December 31, 2016 - $17.8 million).
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7. Investments

a) Details are as follows:

December 31, " December 31,

2017 2016

Balance, beginning of period $ 4,751 $ 167

Additions 306 15
Disposals (28%) (1,165)

Reclassification of IMPACT investment } 3,045

(Note 7(b)) ’

Fair value adjustments through OCI (1,871) 1,808

Foreign exchange adjustments (2) . (19)

Balance, end of period 2,897 4,751

b) Investmentin IMPACT Silver Corp. (“IMPACT”)

Prior to May 27, 2016, Energold held a significant interest in IMPACT Silver Corp. (“IMPACT”), a Canadian public
company, which is an operating silver mine and has mineral exploration properties in Mexico. The Company owned
7,980,001 common shares, representing approximately 10.39% of the issued and outstanding common shares in the
capital of IMPACT at that time. The Company was considered to have significant influence over IMPACT and so the
investment was accounted for using the equity method due to mutual management at the executive level and its
shareholding and directorships in IMPACT. Subsequent to May 27, 2016, IMPACT completed a $5.0 million private
placement which diluted Energold’s ownership position below 10%. As a result, the Company now accounts for
IMPACT as an investment at FVTOCI.

Details of the investment in IMPACT are as follows:

Balance — January 1, 2016 $ 3,326
Purchase of shares . 310
Equity loss to May 27, 2016 i (47)
Dilution Gain 356
Reclassification of investment (3,945)

Balance — December 31, 2016 and December 31, 2017 $ -

Prior to the dilution of Energold’s ownership position on May 27, 2016, Energold participated in IMPACT’s April 19,
2016 private placement. Energold purchased 1,000,000 shares in IMPACT at a cost of $310,000 or $0.31 per share.
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8. Property, plant and equipment

a) Details are as follows:

Office and
Operating Computer
Buildings  equipment  Vehicles Equipment Total
($) ($) ($) (s %)
Cost
Balance at January 1, 2016 769 63,548 9,841 1,549 75,707
Additions 2 605 332 112 1,051
Disposals - (532) (408) (171) (1,111)
Acquisition through business combination - 1,418 909 - 2,327
Foreign exchange movement (37) (6,100) (2,165) (101) (8,403)
Balance at Décember 31, 2016 734 58,939 8,509 1,389 69,571
Additions 11 1,029 254 74 1,368
Disposals (70) (781) (164) - (1,015)
Foreign exchange movement 5 (970) (189) ) (1,160)
Balance at December 31, 2017 680 58,217 8,410 1,457 68,764
Accumulated amortization
Balance at January 1, 2016 (438) (38,846) (5,316) (1,204) (45,804)
Amortization for the year (118) (6,873) (1,137) (159) (8,287)
Finance costs! - (159) - - (159)
Disposals - 398 221 135 754
Foreign exchange movement 32 5,094 1,731 125 6,982
Balance at December 31, 2016 (524) (40,386) (4,501) (1,103) v (46,514)
Amortization for the year (100) (6,838) (895) (96) (7,929)
Disposals 45 517 68 - 630
Foreign exchange movement (1) 784 130 (6) 907
Balance at December 31, 2017 (580) (45,923) (5,198) (1,205) (52,906)
Net book value
At December 31, 2016 210 18,553 4,008 286 23,057
At December 31, 2017 100 12,294 3,212 252 15,858

1 Related to finance leaseback transactions - the difference between the sales transaction and the net book value is

deferred and amortized over the lease term and recognized as finance costs.
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8. Property, plant and equipment — continued
b) Liabilities under capitalized finance leases (Note 15b)

Net book value of

Liabilities secured assets
2017 2016 2017 2016
At December 31, 2017 1,152 1,335 1,492 2,614

¢) Impairment test

At December 31, 2017, the Company reviewed impairment indicators regarding each of its CGU’s (mineral division,
energy division, Cros-man and manufacturing division) and identified there were indicators of 1rnpa1rment on its
mineral and energy CGUs. The Company did not identify any impairment losses.

Mineral Division

The recoverable amount for the property, plant and equipment impairment testing was determined using a VIU
discounted cash flow methodology. The cash flows cover a period of five years, after which a terminal value is
determined. The key assumptions used to determine VIU are as follows:

Revenue, Operating Costs and Capital Expenditures — Revenue, operating costs and capital expenditures are based on
internal management forecasts. Revenue and cost assumptions incorporate management experience and expertise,
current revenue and operating costs, the nature and location of each operation and the risks associated with each
operation. Future capital expenditure is based on management’s best estimate of required future sustaining capital
requirements. All committed and anticipated capital expenditureés adjusted for future cost estimates have been
included in the projected cash flows.

Discount Rate - An after-tax discount rate of 11% was used for the impairment test. Adjustments to the rate are made
for any risks that are not reflected in the underlying cash flows. This rate is based on the weighted average cost of
capital for a mining industry group and was calculated based on management’s estimates.

Energy Division

The recoverable amount for the property, plant and equipment impairment testing in the energy division was

determined using a fair value less costs of disposal (FVLCD) methodology. The FVLCD was based on a valuation
- report prepared by an independent third party expert.
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9. Goodwill and intangible assets

Non-
Customer Compete
Goodwill Relationships Brand Covenant Other Total

Cost .

Balance at January 1, 2016 $ L710 3840 $ oo $ 220 $ 869 $ 7,339
Additions 1,581 1,950 - 380 54 3,965
Disposals - - - - (190) (190)
Foreign exchange - - - - (157) (157)

Balance at December 31, 2016 $ 3,291 § 5790 % 700 $ 600 $ 576 10,957
Additions - - - - 17 17
Disposals - - - - (180) (180)
Foreign exchange - - - - 13 13

At December 31, 2017 $ 3,291 $ 5790 $ 700 $ 600 $ 426 10,807

Accumulated

amortization

Balance at January 1, 2016 $ - $ (3,446) $ (618) $ (220) $ (155) (4,439)
Amortization for the year - (626) (82) (79) (68) (855)
Disposals - - - - 22 22
Foreign exchange - - - - 22 22

Balance at December 31,2016  $ - 8 (4,072) $ (700) 8 (299) $ (79) (5,250)
Amortization for the year - (279) - (95) (55) (429)
Disposals - - - - 65 65
Foreign exchange - - - - &) 3)

At December 31, 2017 $ - % (4,351) $ (7oo) $ (3940 $ (172) (5,617)

Net Book Value

At December 31, 2016 $ 3201 $ 1,718 % - 8 301 $ 397 $ 5707

At December 31, 2017 $ 3,201 $ 1,439 $ - 8§ 206 $ 254 $ 5,190

Goodwill - The Company has performed its annual goodwill impairment testing and did not identify any impairment
losses. The assumptions used in the goodwill impairment test for the mineral and Cros-man CGU’s were consistent
with those in the impairment test on property, plant and equipment (note 8c).
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10. Bank Indebtedness

2017 2016

Company’s bank indebtedness — current $ 2,509 $ 6,260
Company’s bank indebtedness — non-current - 119
‘ $ 2,509 $ 6,379

In April 2015, one of the Company’s subsidiaries entered into a credit facility from Export Development Canada
(“EDC”) in the amount of $0.8 million USD. The purpose of the loan was to assist in financing the acquisition of
capital assets. Interest on the outstanding principal amount was calculated at the rate of interest equal to the sum of
the U.S. Prime Rate plus 5% per annum. The loan was payable over a term of three years and was guaranteed by
Bertram Drilling Corp. and Energold Drilling Corp The loan was fully repaid in June 2017 as part of the convertible
debenture financing,.

In July 2015, the Company entered into a credit facility from Export Development Canada in the amount of up to $2.0
million USD. The purpose of the loan was to assist in financing the general working capital of the Company’s
subsidiaries. In June 2017, the loan agreement was restated and amended for changes in security whereby EDC has
third ranking in assets secured by Bertram Drilling Corp. Certain covenants were also amended. Interest on the
outstanding principal amount is caleulated at the rate of interest equal to the sum of the U.S. Prime Rate plus 6.25%
per annum. The loan is guaranteed by Bertram Drilling Corp. and Energold de Mexico, S.A. de S.V. As of December
31, 2017, $2.0 million USD is outstanding on this credit facility. .

Bertram Drilling Corp. has a revolving credit facility authorized to a maximum of $3.5 million. Borrowings cannot
exceed the aggregate of 75% of Canadian accounts receivable balance less than 9o days old and not from a related
party. The loan bears interest at the bank's prime lending rate plus 1.0% per annum. As of December 31, 2017, no
amount is outstanding on this credit facility. Bertram also had a term loan of $1.5 million that bore an interest rate at
the bank’s prime rate plus 1.75%. The loan was fully repaid in June 2017 as part of the convertible debenture
financing, The Company has one finance lease outstanding that bears an interest rate of 3.92% as of December 31,
2017. A general security agreement and a second ranking floating charge on all present and after-acquired real
property have been pledged as security for the credit facility. Royal Bank of Canada (*RBC”) has a first ranking
security interest in all cash, accounts réceivables and the assets leased pursuant to the lease facility. Energold Drilling
Corp., as Bertram’s parent company, has provided a guarantee and postponements of claim and general security
agreements to a maximum of $9.0 million.

In March 2016, one of the Company’s subsidiaries entered into a credit facility with Royal Bank of Canada in the
amount of $2.5 million. The purpose of the loan was to partially finance the acquisition of Cros-man. The loan bore
interest at the bank's prime lending rate plus 1.75% per annum, A general security agreement and a floating charge on
all present and after-acquired real property have been pledged as security for the above borrowings. Bertram Drilling
Corp. provided a guarantee and postponements of claim. The loan was fully repaid in June 2017 as part of the
convertible debenture financing,

A loan facility for Bertram Drilling Inc., the U.S. subsidiary of the Company, is authorized to a maximum of $0.5
million USD, bears interest at 5.50% per annum, and matured March 15, 2018. Equipment, inventories, and trade
accounts receivable have been pledged as security. No amount is outstanding on this line of credit at December 31,
2017.
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11. Trade and other payables

December 31, December 31,

2017 2016

Trade payables $ 9,459 $ 7,649
Government payables 1,110 845
Payroll accrual 1,161 660
Finance lease payables 529 675
Due to related parties and other 1,142 1,124
Current trade and other payables $ 13,401 $ 10,953

12, Convertible Debenture (“CD”)

On June 15, 2017, the Company completed a private placement of $20.0 million convertible secured notes ("the
convertible debentures or CDs"). Extract Advisors LLC ("Extract"), a natural resources investment fund manager,
funded $10.3 million USD principal amount representing $13.7 million of the convertible debentures, with the
remaining $6.3 million balance being provided by a syndicate of lenders. The convertible debentures mature on June
14, 2022 provided that the Company repays at least 75% of the original principal amount by June 14, 2020. The
convertible debentures bear interest at a minimum U.S. London Interbank Offered Rate (“U.S. LIBOR”) of 2% plus
7.5% until June 14, 2020, and U.S. LIBOR plus 11% for the remainder of the term. Interest is payable monthly. The
debentures are convertible into common shares of the Company at a conversion price of $0.85 per share. The loan
holders were issued purchase warrants equal to 25% of the total principal amount of the convertible debentures
purchased. Each warrant is exercisable for one common share at an exercise price of $1.50 per common share for a
period of 60 months from the closing date of the transaction.

The Company fair valued the $20.0 million convertible debt component and conversion option using a convertible
bond model. The valuation date was June 15, 2017, the closing date of the convertible debentures. For valuation
purposes, the convertible debentures had an effective interest rate of 18.31% for the U.S. debt portion and 18.21% for
the Canadian debt portion. Below is a summary of the valuation between the U.S. and Canadian portions of the
convertible debentures.

U.S. debt Canadian Total

in CDN$ debt Debt

Debt value $ 11,139 $ 5,201 $ 16,340

" Conversion option (equity) - 1,035 1,035
Conversion option (derivative) 2,266 - 2,266
Warrant value 245 114 359
Principal amount $ 13,650 $ 6,350 $ 20,000

In connection with the financing, Extract and its affiliates received an arrangement fee equal to 3.0% of the amount of
the convertible debentures. In addition, Energold has issued 100,000 warrants to Extract affiliates, with a term of 36
months, exercisable to purchase one Energold common share at an exercise price of $0.85 per share, valued at $0.01
million,

To secure the obligations of the Company under the convertible debentures, Energold has provided perfected senior,
first ranking security interest in all assets of the Company, with the exception of those assets subject to prior security
interests under certain existing loans and lease commitments.
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12. Convertible Debenture (“CD”) - continued

On July 21, 2014, the Company completed a $13.5 million secured convertible debenture issue which bore interest at
12.85% calculated annually, payable quarterly, with a maximum term of three years (Energold held a call provision).
On initial recognition, the Company fair valued the debt component using a cash flow model discounted at the current
interest rate of 14%. The value of the debt component was $13.1 million and the equity component was assigned the
residual amount of $0.4 million. Using the effective interest rate method and the 14% rate implicit in the calculation,
the difference of $0.4 million from the date of issuance, characterized as the debt discount, was accreted to income
over the term of the convertible debenture. On June 15, 2017, the 2014 convertible debenture was repaid.

Convertible debentures as of January 1, 2016 $ 13,287
Accretion of debt discount for 2016 132
Convertible debentures as of December 31, 2016 $ 13,419
Accretion of debt discount to maturity of 2014 convertible debentures 81
Repayment of 2014 convertible debentures in June 2017 (13,500)
Amounts advanced for June 2017 convertible debentures 20,000
Equity portion of conversion feature (1,035)
Derivative portion of conversion feature ' (2,266)
Warrant value (359)
Allocation of transaction costs (908)
Accretion of debt discount for the twelve months of 2017 - 556
Foreign exchange ) ) (548)
Convertible debentures as of December 31, 2017 $ 15,440

The convertible debentures contain financial and non-financial covenants. As at December 31, 2017, the Company
was in compliance with all covenants.

The Company determined that the conversion options in the U.S. convertible debentures are embedded derivatives
that are required to be separated from the convertible debentures’ obligations and recorded at fair value initially and
at each statement of financial position date, with changes in fair value recorded in profit or loss. Fair values for
derivative instruments are determined using valuation techniques, with assumptions based on market conditions
existing at the statement of financial position date or settlement date of the derivative. The embedded derivatives are
recorded on the statement of financial position as non-current liabilities at the fair value on the transaction date of
June 15, 2017. From the issuance date to December 31, 2017, the change in fair value of these embedded derivatives
was $0.5 million.

Convertible debentures derivative as of January 1 and December 31, 2016 $ -
Derivative portion of conversion feature . 2,266
Gain on derivative component (458)
Foreign exchange (118)
Convertible debentures derivative as of December 31, 2017 $ 1,690

13. Finance cost

2017 2016
Bank fees and interest expense $ 803 $ 983
Finance lease expense 68 235
Interest expense and accretion of convertible debt 2,504 ) 1,867
Finance cost $ 3,375 $ 3,085
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14. Income taxes and deferred income taxes

Total income tax expense consists of:

2017 2016
Current income tax expense . $ 670 $ 1,216
Deferred income tax (recovery) expense : (404) (249)
$ 266 $ 967
Total income tax (recovery) expense attributed to geographical jurisdiction:
2017 2016
Canada $ (51  $ 793
Panama rat -
Peru - (109)
Dominican Republic (159) 32
Mexico 309 1,756
Nicaragua 49 (71)
Ivory Coast 68 -
Great Britain 361 39
United States of America . (310) (1,486)
Other 28 13
$ 266  $ 967
Factors affecting income tax expense for the year:
2017 2016
Loss before income taxes $ " (17,332) §$ (17,594)
Canadian federal and provincial income tax rates 26% 26%
Income tax recovery based on the above rates (4,506) (4,574)
Items that cause an increase (decrease) in income tax expense:
Non-deductible expenses 248 139
Foreign exchange and other translation adjustments (310) (836)
Operating losses for which no tax benefit has been recognized 3,549 4,927
Change in management estimate regarding an uncertain tax position 406 94
Withholding taxes 399 (98)
Derecognition of deferred tax assets - 600
Changes in future income tax rates - ) -
Foreign income subject to different income tax rates than Canada 489 715
Income tax expense $ 266 $ 967
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14. Income taxes and deferred income taxes — continued

The change for the year in the Company's net deferred tax position was as follows:

2017 2016
Deferred income tax liability

Balance at January 1 $ 3.374) $ (3,052)

Deferred income tax recovery (expense) in the income statement : 404 249

- Amounts charged to equity (81) -
Acquisitions . (994)

Changes to foreign currency translation 51 423
Balance at December 31 - $ (3,000) $ (3,374)

The composition of the Company’s net deferred income tax asset and liability and deferred tax expense (recovery) is

as follows:

Unrecognized deferred tax assets

2017 2016
Non-capital losses $ 14,767 $ 12,482
Property, plant and equipment 3,561 1,718
Other items 307 483
Total unrecognized deferred tax assets $ 18,635 $ 14,683

Unrecognized tax losses

As at December 31, 2017, the Company has tax losses for income tax purposes which may be used to reduce future
taxable income. The income tax benefit, if any, of these losses have not been recorded in these consolidated financial
statements because of the uncertainty of their recovery. The future expiration taxes and potential tax benefit are as

follows:
United

Expiry Date Canada Argentina Chile Mexico Kingdom Other Total
Before 2031 1,170 1,241 - 207 - 2,638 5,256
2032 4,482 - - - - - 4,482
2033 6,144 ' - - - - - 6,144
2034 5,225 - - - - - 5,225
2035 8,461 - - - - - 8,461
2036 5,725 - - - - - 5,725
2037 5,252 - - - - - 5,252
No expiry - - 3,544 - 18,961 - 22,505

2,638 $ 63,050

$ 36459 $ 1,241 $ 3544 $ 207 8 18,961 §
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14. Income taxes and deferred income taxes — continued

Temporary differences associated with investments in subsidiaries

The Company has not recognized deferred tax liabilities in respect of unremitted earnings that are considered
indefinitely reinvested in foreign subsidiaries. At December 31, 2017, these earnings amount to $19.6 million (2016 -
$20.2 million). Substantially, all of these earnings would be subject to withholding taxes if they were remitted by the
foreign subsidiary.

Type of temporary differences:

Deferred assets Expense (recovery) on the

(liability) tax statement of loss

2017 2016 2017 2016
Non-capital losses $ 4,814 $ 4,452 & (362) $ 1,897
Property, plant and equipment 645 1,441 796 (678)
Capital leases and long term debt 56 127 (10) 291
Accruals and other items 340 490 150 739
Investments (55) (258) (204) 161
Property, plant and equipment and intangible assets (4,728) (5,382) (602) (1,228)
Inventory (3,025) (3,301) (276) (842)
Other items (1,047) (943) 104 (589)

$  (3,000) § (3,374) " $ (404) $ (249)

Represented on the balance sheet as:

2017 2016
Deferred income tax assets $ 32 $ 47
Deferred income tax liabilities ‘ (3,032) (3,421)

$ (3,000) $ (3,374

15. Commitments

a) The Company signed two three-year leases for office premises in Vancouver, British Columbia from June 1, 2016
to May 31, 2019. Lease obligations, net of operating costs, are $0.4 million for 2018, and $0.2 million for 2019.

b) Finance leasing arrangements

The Company’s subsidiaries entered into three leases during 2017. The terms are as follows:

Company Date of Lease Term Interest Rate
Cros-man June 16, 2017 4 years 5.45%
Bertram Drilling Inc. June 29, 2017 5 years 2.89%

Energold de Mexico July 21, 2017 2 years 8.00%
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15. Commitments — continued
b) Finance leasing arrangements — continued

Finance lease liabilities are as follows:

Minimum lease payments Present value of minimum
lease payments

December31 December December December
, 2017 31, 2016 31, 2017 31, 2016
Not more than one year $ 534 § 704 $ 529 § 675
Later than one year and not later than five years 632 ‘ 670 623 660
$ 1,166 § 1,374 $ 1,152 § 1,335
Less: future finance charges (14) (39) - -
Present value of minimum lease payments $ 1,152 $ 1,335 $ L152 $ 1,335

¢) Litigation

The Company is subject to litigation in the normal course of business, the ultimate results of which cannot be
determined at this time.

16. Equity

The Company is authorized to issue an unlimited number of common shares. The Company’s shares have no par
value,

a) Stock Options

The Company has established a stock option plan whereby the board of directors may, from time to time, grant
options to directors, officers, employees or consultants, Under the stock option plan 5,465,994 options have been
authorized for issuance, of which 3,947,500 have been allocated at December 31, 2017. Options granted must be
exercised no later than five years from date of grant or such lesser period as determined by the Company’s board of
directors and are settled in cash. The exercise price of an option is not less than the closing price on the TSX Venture
Exchange on the last trading day preceding the grant. The directors, subject to the policies of the Exchange, may
determine and impose terms upon how each grant of options shall become vested.

A summary of the Company’s stock option plan at December 31, 2017 and the changes for the year ended on these
dates is as follows:

Weighted Average

Number Exercise Price
At January 1, 2016 3,468,125 1.85
Exercised (12,500) 0.45
Expired (1,165,625) 3.84
Forfeited (10,000) 0.45
At December 31, 2016 2,280,000 0.84
Granted 1,887,500 0.35
Expired (30,000) 5.13
Forfeited (190,000) 0.45
At December 31, 2017 3,947,500 0.59
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16. Equity - continued
a) Stock Options - continued

The following table summarizes information about the stock options outstanding at December 31, 2017:

Number of

Exercise Price Number of Options Weighted Average Options
Per Share Outstanding Remaining Life (Years) Exercisable
$0.45 1,560,000 2.98 1,560,000
$2.01 500,000 1.75 500,000
$0.35 1,887,500 4.98 1,887,500
3,947,500 378 3,947,500

On December 21, 2017, the Company granted stock options under its Stock Option Plan to directors, officers,
employees and consultants exercisable for up to 1,887,500 shares of the Company. The options are exercisable on or
before December 20, 2022 at a price of $0.35 per share.

The Black Scholes Option Pricing Model was used to estimate the fair value of stock options for calculating stock-
based compensation expense. The Company recognized a stock-based compensation expense and an increase to
contribute surplus based on a grading vesting schedule using the following assumptions:

Date Granted - December 21, 2017
Number of options granted ) 1,887,500
Risk-free interest rate 1.66%
Expected dividend yield . Nil
Expected share price volatility 95.55%
Expected option life in years 2.5

The expected volatility is based on the historical and implied volatility of the Company’s common share price on the
TSX Venture Exchange. The risk-free interest rate assumption is based on the Bank of Canada marketable bonds with
a remaining term equal to the stock options’ expected life.

Option pricing models require the input of highly subjective assumptions including the expected price volatility.
Changes in the subjective input assumptions can materially affect the fair value estimate, and therefore the existing
models do not necessarily provide a reliable single measure of the fair value of the Company’s stock options.

The total fair value of share-based payment expense on stock options granted to employees and consultants of the
Company for the year ended December 31, 2017 is $0.4 million (December 31, 2016 - $0.2 million).

b) Warrants

On July 6, 2016, the Company completed a public offering in which the Company issued 5,750,000 units at a price of
$1.00 per unit for aggregate gross proceeds of $5.8 million, including the full exercise of the agents' option to increase
the public offering in the amount of $0.8 million. Each unit comprises one common share and one common share
purchase warrant. Each warrant is exercisable for one common share at a price of $1.75 per share expiring on January
6, 2018. In consideration for the services of the underwriters, they were paid a cash commission of 6% of the gross
proceeds of the offering and non-transferable common share purchase warrants (“compensation warrant”) equal to
6% of the shares issued pursuant to the offering. Each compensation warrant entitles the holder to acquire one
- common share of the Company at an exercise price of $1.00 expiring on January 6, 2018 (expired).
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16. Equity - continued
b) Warrants - continued

On July 22, 2016, the Company completed a non-brokered private placement of 716,192 units at a price of $1.00 per
unit for aggregate gross proceeds of $0.7 million. Each unit comprises one common share and one common share
purchase warrant, Each warrant is exercisable for one common share at a price of $1.75 per share expiring on January
22, 2018 (expired).

On June 15, 2017 in connection with the convertible debentures, the Company issued 4,000,000 “2017” warrants to
loan holders, and 100,000 “Extract” warrants to Extract Advisors and their affiliates. See Note 12.

Weighted Average

Number Exercise Price
At January 1, 2016 - -
Granted ‘ 6,811,192 1.71
At December 31, 2016 : 6,811,192 171
Granted ' 4,100,000 1.48
At December 31, 2017 10,911,192 1.63

The fair value of the services provided cannot be reliably measured; therefore, the fair value of each warrant granted
is estimated at the time of grant using the Black-Scholes (2016 and Extract warrants) or Monte Carlo (2017 warrants)
option pricing models with assumptions as follows:

July 6, 2016 July 6,2016  July 22,2016 Junei1s,2017 June 15, 2017

5,750,000 345,000 716,192 - 4,000,000 100,000
Risk-free interest rate 0.48% 0.48% 0.55% 1.50% 1.30%
Expected dividend yield Nil Nil Nil Nil Nil
Expected share price volatility 120% 111% 120% 63.4% 72.2%
Expected warrant life in years 1 1.5 1 5 3

Pricing models require the input of highly subjective assumptions including the expected share price volatility.
Changes in the subjective input assumptions can materially affect the fair value estimate, and therefore the existing
models do not necessarily provide a reliable single measure of the fair value of the Company’s warrants.

¢) Loss Per Share

Details of the calculation of loss per share are set out below:

2017 2016
Net loss: ) $ (17,598) $ (18,561)
Attributable to non-controlling interest - 182
Attributable to shareholders of EGD $ (17,598) $ (18,379)
Weighted average number of shares outstanding— basic and diluted 54,659,939 51,304,389
Loss per share — basic and diluted $ (0.32) $ (0.36)
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17. Related party transactions

Related party transactions are recorded at arms-length which is the amount of consideration paid or received as
agreed by the parties. Related party transactions not disclosed elsewhere are as follows:

a) In 2017, the chief executive officer, the chairman of the board and the audit committee chair purchased a total of
$1.0 million of the convertible debentures. In connection with the transaction, a partner at Extract became a
general director of the Company. As a result, the director and Extract became related parties to the Company.
The total amount of CD’s purchased by the director and Extract was $13.7 million. In addition, a person related
to the chief executive officer and a person related to the audit committee chair of the Company purchased CD’s
totaling $0.2 million. A trust related to officers of Bertram Drilling Corp., purchased $1.0 million of the CD’s, As
of December 31, 2017, the outstanding payable to related parties on the CD’s was $15.9 million (December 31,
2016 - $3.0 million).

b) During the year ended December 31, 2017, net fees in the amount of $0.9 million were incurred (December 31,
2016 - $0.4 million) from a company related to an officer of Bertram for helicopter services performed in Canada
and the U.S. As at December 31, 2017, there was a net payable balance of $0.5 million (December 31, 2016 —
$0.5 million).

¢) In October and November 2016, the Company entered into loan facilities with a company related to an officer of
Bertram which expire on December 31, 2019. The loans bear interest.at 4.7% per annum. As of December 31,
2017, the amount outstanding on this loan facility is $0.8 million (December 31, 2016 -~ $0.8 million).

d) As at December 31, 2017, a deferred payment of $1.5 million is due to the vendor of Cros-man who remains a
director of the subsidiary (December 31, 2016 - $2.2 million). See note 4.

18. Key management personnel compensation

Key management includes directors and senior executives. The remuneration of directors and other members of key
management personnel are as follows:

December 31, December 31,

2017 2016

Salaries and fees $ 1,513 § 1,503
Share based compensation 187 109
$ 1,700 $ 1,612

. Amounts payable to related parties $ 61 $ 42

19. Capital management

The Company’s objectives when managing capital are to safeguard its ability to continue as a going concern, to
continue to explore financing opportunities, to provide an adequate return to shareholders and to support any growth
plans.

The Company considers its capital to be share capital, bank indebtedness, convertible debentures and cash and cash
equivalents. In order to facilitate the management of capital requirements, the Company’s board of directors approves
management’s annual capital expenditures plans and reviews and approves any material debt borrowing plans
proposed by the Company’s management. To maintain or adjust the capital structure, the Company may, from time to
time, issue new shares, issue new debt, repay debt or dispose of non-core assets.
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19. Capital management - continued

To effectively manage the entity’s capital requirements, the Company has in place a planning and budgeting process
to help determine the funds required to ensure the Company has the appropriate liquidity to meet its operating and
growth objectives. The Company ensures that there is sufficient cash to meet its short-term business requirements,
taking into account its anticipated cash flows from operations and its holdings of cash. The Company expects its
current capital resources will be sufficient to support operations through the current operating period.

20. Financial instruments
Financial assets and Habilities

As of December 31, 2017 and 2016, the carrying value of the Company’s cash and cash equivalents, restricted cash,
trade and other receivables, investments, trade and other payables, bank indebtedness, and convertible debenture
approximate fair values.

At December 31, 2017 and 2016, all investments held were classified as Level 2 and convertible debenture was
classified as Level 3 on the fair value hierarchy of IFRS 13 — Fair value measurement.

Financial instrument risk exposure

The Company’s financial instruments are exposed to a number of financial and market risks including credit,
liquidity, currency and interest rate risks. The Company may, or may not, establish from time to time active policies to
manage these risks. The Company does not currently have in place any active hedging or derivative trading policies to
manage these risks, since the Company’s management does not believe that the current size, scale and pattern of cash
flow of its operations would warrant such hedging activities.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. Financial instruments that potentially subject the Company to credit risk include cash
and cash equivalents, restricted cash and trade receivable. The Company deposits its cash with high credit quality
financial institutions as determined by ratings agencies, with the majority deposited with a Canadian Tier 1 Bank with
ratings above A+. The Company provides credit to its customers in the normal course of its operations. The Company
diversifies its credit risk by dealing with a large number of companies in various countries. The Company carries its
receivables net of expected credit losses. The Company’s maximum exposure to credit risk at the reporting date is the
carrying value of its cash and cash equivalents, restricted cash, and trade receivable.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its obligations as they fall due (note 1). The
Company manages liquidity by maintaining cash and cash equivalent balances available to meet its anticipated
operational needs. Liquidity requirements are managed based on expected cash flow to ensure that there is adequate
capital to meet short-term and long-term obligations. The Company has in place a planning and budgeting process to
help determine the funds required to support the Company’s normal operating requirements on an ongoing basis and
its growth plans. At December 31, 2017, the Company’s total liabilities were $41.8 million, of which $19.5 million is
current at the balance sheet date. The Company has debt of $3.3 million, finance lease obligations of $1 2 million and
convertible debt of $17.1 million.
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20. Financial instruments - continued

Currency risk

The Company operates on an international basis; therefore, currency risk exposures arise from transactions
denominated in currencies other than the entity’s functional currency. The majority of its international sales contracts
are denominated in U.S. dollars. Thus its currency risk arises primarily with respect to the U.S. dollar. However, the
Company also incurs operating costs in local currencies in various countries in which it carries on active business
operations. At December 31, 2017, the Company is exposed to currency risk through cash and cash equivalents, trade
receivable, and trade payable and accrued liabilities held in a variety of currencies, the most significant being the U.S.
- dollar. Based on these foreign currency exposures at December 31, 2017, a 5% depreciation or appreciation of all the
above currencies against the Canadian dollar would result in a decrease or increase of the Company’s net loss and
equity of approximately $0.4 million.

Interest rate risk

Interest rate risk is the risk that the fair values and future cash flows of the Company will fluctuate because of changes
in market interest rates. The Company is exposed to interest rate risk on its cash and its revolving demand and credit
line facility. Cash and cash equivalents and restricted cash have limited interest rate risk due to their short-term
nature. The Company’s debt borrowings are exposed to interest rate risk as it is subject to floating interest rates.
Assuming that all other variables remain constant, a 1% increase or decrease in the bank’s prime lending rate does not
have a significant impact on net earnings. Convertible debt is subject to fluctuations in the U.S. Libor rate. A 1%
change in the U.S. Libor rate would result in an increase or decrease of the Company’s net loss of approximately $0.2
million. Finance leases are not subject to interest rate risk because they are at fixed rates.

21, Additional information to the consolidated statements of cash flows

Changes in non-cash working capital:
. For the Year Ended December 31,

2017 2016
Trade and other receivables $ (1,839) $ 8,877
Income taxes receivable (1,451) 477
Inventories 1,894 170
Trade and other payables 2,933 (2,891)
Current income tax payable (781) 404
Due to (from) related party < (582) 707
Deferred revenue 2,166 537
$ 2,340 $ 8,281
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22, Segmented information

The Company has three operating segments: Minerals, Manufacturing, and Energy. The segments are determined
based on the reports reviewed by the Chief Executive Officer (who is considered the chief operating decision maker)
to make decisions about resources to be allocated to the segment and assess its performance and for which discrete
financial information is available.

Details are as follows:
For the Year Ended December 31,

2017 2016
Revenue .
Minerals $- 45,294 $ 37,075
Energy 22,681 18,229
Manufacturing ) 7,004 10,096
$ 74,979 $ 65,400
Loss
Minerals $ (2,402)  $ (2,273)
Energy (6,517) (7,457)
Manufacturing (3,912) (5,023)
Corporate - Canada (4,767) (3,808)
$ (17,598)  $ (18,561)
Amortization . ~
Minerals- $ 1,608 $ 1,694
Energy 6,551 7,083
Manufacturing 144 320
Corporate - Canada 81 108
' $ 8,384 $ 9,205
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22, Segmented information — continued

December 31, December 31,
As at 2017 20;6
Assets
Minerals 61,286 $ 64,344
Energy 19,569 27,611
Manufacturing 4,855 5,582
Corporate - Canada 6,452 11,444
92,162 §$ 108,981
Property, plant and equipment
Minerals 6,702  $ 7,425
Energy 8,884 15,189
Manufacturing 220 286
Corporate - Canada 52 157
15,858 § 23,057
Intangibles
Minerals 1,710 $ 1,710
Energy ‘3,227 3,600
Manufacturing 253 397
5,190 $ 5,707

Geographic information
December 31, 2017

December 31, 2016

Property, Property,
plant and Intangible plant and Intangible
Asat Revenue equipment assets Revenue equipment assets
Mexico and the Caribbean $ 29,805 $ 1,908 § - $ 27208 § 1,765 $ -
South America 6,041 1,002 1,710 2,276 1,588 1,710
Africa, Asia and Other 12,955 3,073 - 11,967 2,853 -
Canada 14,859 6,504 3,227 10,322 11,027 3,600
United States of America 7,822 2,433 - - 7,906 4,001 -
United Kingdom and Europe 3,497 938 253 5,631 1,823 397
$ 74,979 $ 15,858 § 5190 $ 65400 $§ 23,057 § 5,707

23. Economic dependence
Significant customers

The Company received revenues from the following customer in the minerals segment that amounted to greater than
10% of total Company revenues.

For the year ended December 31,
2017 2016

Customer A $7,912 11% $9,124 14%
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Notes to the Consolidated Financial Statements
December 31, 2017
Canadian dollars in thousands except for shares and per share data

24. Subsequent event

Subsequent to December 31, 2017, on March 1, 2018, the Company entered into a working capital facility of up to $2.0
million with Extract Capital Master Fund Ltd. (“Extract”) and Sprott Hedge LP 1 and Sprott Hedge LP2 (together,
“Sprott”). The loan is unsecured and will mature after six months. Interest on the outstanding principal amount is
calculated at a rate of 14% per annum. As partial consideration for the facility, the Company may issue to the lenders
an aggregate of up to 2,000,000 common share purchase warrants, with each warrant exercisable to acquire one
common share of Energold at a price of $0.54 per share for a period of one year from the date of issuance. To date,
the Company has issued 600,000 warrants to Extract and 600,000 warrants to Sprott.
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Global Assumptions:

e CCAA assumed to commence on September 13, 2019

e Interest on all credit facilities not including DIP assumed to be PIK'd throughout forecast period

e There are no cash flows considered for Omniterra as the Company is dormant over the forecast
period

e Forecasted receipts do not provide for any proceeds from any potential sale of thlnly traded
marketable securities due to uncertainty surrounding liquidity and timing through the cash flow
period

e The Combined Cash Flow Statement reflects the combined cash receipts and disbursements of
Bertram Drilling Corporation, Cros-Man Direct Underground, Energold Drilling Services and EGD
Services

Notes:

The Company has prepared this Combined Cash Flow Statement solely for the purposes of determining
the liquidity requirements of the Company during the CCAA Proceedings. The Combined Cash Flow
Statement is based on the probably and hypothetical assumptions detailed below. Actual results will
likely vary from performance projected and such variations may be material ’

1 - Completed / In-Progress - Invoiced collections is driven off of outstanding balances currently in the
Company's accounts receivable. Forecasted coliection dates have been established using management
guidance and historical patterns

2 - Other Collections includes work that is completed / in-progress and has not been invoiced as well as
contracted, and backlog that has not been invoiced. Contract level revenue forecasts were used to
forecast expected invoices and subsequent collections

3 - Payroll includes administrative and hourly payroll amounts. Hourly payroll amounts are driven by
contract level revenue forecasts in conjunction with estimates for labor as a percent of contract value,
as provided by management

4 - Other recurring disbursements consists of items such as benefits, insurance, rent and utilities, of
which estimates and cadence were provided by management

5 - Operating disbursements relates to items such as supplies / parts, fuel and shipping / freight. These
are driven off of historical records of these amounts as a percentage of total revenue, applied to our

revenue forecast

6 - Interest on the DIP financing is assumed to be 9% for the first 8 weeks, followed by an increase to
12% for the following 8 weeks. Interest is assumed to be paid out monthly

7 - Professional fees includes advisor / legal fees for the Company, Monitor, Monitor's counsel, Chief
Restructuring Officer, Noteholder's counsel and fees related to the sales process

8 - BDC Divestiture Costs / (Net Proceeds) assumes $5.1mm in total proceeds from the auction of

Bertram Drilling Corporation's assets. Additionally, it contemplates $367,500 in total expenses related to

the liquidation process being paid as incurred
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9 - Bertram Drilling Corporation and Cros-Man Direct Underground both currently hold credit facilities
provided by the Royal Bank of Canada. It is assumed that over the forecast period these credit facilities
will be repaid in full utilizing collections from Bertram Drilling Corporation and Cros-Man Direct
Underground respectively

10 - Intercompany to / from Mexico shows the funding needs of the Mexican operations over the
forecast period. The large funding requirements are primarily related to a large working capital building
over the forecast period with minimal accounts receivable to collect in the interim -

11 - Intercompany to / from Bertram Drilling Inc. shows the funding needs of the BDI operations as well
as it's ability to fund the parent company over the forecast period

12 - Intercompany to / from Energold (EMEA) Drilling shows the funding needs of the EMEA operations
as well as it's ability to fund the parent company over the forecast period

13 - DIP Funding totaling $3.713mm is expected to be needed on a delayed draw basis over the forecast
period
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DRILLING CORP.

- Energold

September 12, 2019

FTI1 Consulting Canada Inc.
15 Floor, 555 Burrard Street
Vancouver, BC

V7X IM8

Atlention: Tom Powell, CPA«CA, CIRP, LIT -
Dear Sir;

Re:  Proceedings under the Companies' Creditors Arrangement Act ("CCAA") for Energold Drilling
Corp., Cros-man Direct Underground Ltd., EGD Services Lid., Bertram Drilling Corp., and
Omniterra International Drilling Inc. - Responsibilities/Obligations and Disclosure with Respeet to
Cash Flow Projections

In connection with the application by Energold Drilling Corp., Cros-man Direct Underground Ltd., EGD Services Lid.,
Bertram Drilling Corp., and Omniterra International Drilling Inc. (collectively the “Applicants") for the
commencement of proceedings under the CCAA in respect of the Applicants, the management of the Applicants
("Management”) has prepared the attached cash-flow statement and the assumptions on which the cash-flow statement is
based.

The Applicants confirms that:

I, the cash-flow statement and the underlying assumptions are the responsibility of the Applicants;

2. all material information relevant to the cash-flow statement and to the underlying assumptions has been made
available to FT1 Consulting Canada Inc. in its capacity as proposed Monitor; and

. . . .

3. Management has taken all actions that it considers necessary lo ensure:

a. That the individual assumptions underlying the cash-flow statement are appropriate in the
circumstances; and

b. That the assumptions underlying the cash-flow statement, taken as a whole, are appropriate in the
circumstances.

¢. That all relevant assumptions have been properly presented in the cash-flow statement or in the
notes accompanying the cash-flow statement,

4. Management understands and agrees that the determination of what constitutes a material adverse change in
the projected cash Now or financial circumstances, for the purposes of our monitering the on-going activities
ol the Debtor, is ultimately at your sole discretion, notwithstanding (hat Management may disagree-with such

~ determination.

5. Management understands-its duties and obligations under the CCAA and that a breach of these duties and
obligations could make the Applicants® Management lable to fines and imprisonment in certain
circumstances. «

6. The cash-flow statement and assumptions have been reviewed and approved by the Debtor’s board of directors

or management has been duly authorized by the Debtor’s board of directors to prepare and approve the cash-

flow assumptions.

‘/ﬁ? 4]

Mark Berger
Chief Restructuring Officer

1100 - 543 Granville Street, Vancouver, B.C. Canada VBC 1X8 « Tel: (604) 681-9501 Fax: (604) 681-6813
www.energold.com - EGD-TSX.V



This is Exhibit “G” referred to
in the Affidavit #1 of Mark Berger
made before me on-September 12, 2019

S,

A Commissioner for taking Affidavits
for British Columbia
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IN'THE SUPREME COURT OF BRITISH COLUMBIA
IN'THE MATTER OF THE. COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36; AS AMENDED
AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
S:B.C. 2002, ¢.57, AS AMENDED

AND

IN THE MATTER OF ENERGOLD DRILLING CORP., CROS-MAN DIRECT
UNDERGROUND LTD., EGD SERVICES LTD., BERTRAM DRILLING CORP., AND
OMNITERRA INTERNATIONAL DRILLING INC:

PETITIONERS"

CONSENT TO ACT AS MONITOR

FTI CONSULTING CANADA INC. HEREBY CONSENTS to act as Monitof in the above-
captioned proceedings.

DATED this 12% day of Septeinber, 2019.

FTI CONSULTING CANADA INC.

Per:

Tom Powell, CPACA, CIRP, LIT
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