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Introduction

This Management’s Discussion and Analysis (“MD&A”) is a review of the results of the consolidated operations
of Jura Energy Corporation (“JEC” or the “Company”) and its subsidiaries Spud Energy Pty Limited (“SEPL"),
PetExPro Ltd., (formerly Frontier Acquisition Company Limited) (“PEPL”), Frontier Oil and Gas Holdings Limited
(“FOGHL") and Frontier Holdings Limited (“FHL”) for the three and six months ended June 30, 2017 and 2016
and the Company's financial position as at June 30, 2017. This MD&A is approved by the Board of Directors
(the “Board”) on August 29, 2017 and should be read in conjunction with the condensed consolidated interim
financial statements of the Company for three and six months ended June 30, 2017, annual audit financial
statements for the years ended December 31, 2016 and 2015 and the Company's annual MD&A for the years
ended December 31, 2016 and 2015.

The condensed consolidated interim financial statements of the Company for the three and six months ended
June 30, 2017 and 2016 have been prepared by management in accordance with the International Financial
Reporting Standards (“IFRS”) as applicable to the interim financial reports including IAS 34 - Interim Financial
Reporting, and should be read in conjunction with the annual audited consolidated financial statements of the
Company for the years ended December 31, 2016 and 2015 which have been prepared in accordance with
IFRS, as issued by the International Accounting Standards Board (“IASB”).

The Company uses the United States Dollar as its measurement and reporting currency. All amounts reported
in this MD&A are stated in United States Dollars unless otherwise indicated.

JEC is listed on the Toronto Stock Exchange Venture Exchange (“TSX-V”) and trades under the symbol of
“JEC”. Additional information relating to JEC is available on SEDAR at www.sedar.com and the Company's
website at www.juraenergy.com.

Non IFRS Financial Measures

This MD&A refers to certain financial measures that are not determined in accordance with IFRS. The terms
net revenue per Barrel of Oil Equivalent (“Boe”), production cost per Boe, depletion per Boe and operating
netback per Boe are not measures recognized under IFRS and do not have standardized meanings prescribed
by IFRS. Management considers these to be important supplemental measures of the Company’s performance
and believes these measures are frequently used by securities analysts, investors and other interested parties
in the evaluation of companies operating in similar industries.

Operating netback is used by research analysts to compare operating performance and the Company’s ability
to maintain current operations and meet the forecasted capital program. The Company’s operating netback is
the net result of the Company’s revenue (consisting of petroleum and natural gas) net of production costs,
excluding depletion of oil and gas properties, as found in the condensed consolidated interim financial
statements of the Company, divided by production for the period.

Readers are encouraged to evaluate each adjustment and the reasons the Company considers it appropriate
for supplemental analysis. Readers are cautioned, however, that these measures should not be construed as
an alternative to net income (loss) determined in accordance with IFRS as an indication of the Company’s
performance.

Boe conversions

The use of the Boe unit of measurement may be misleading, particularly if used in isolation. A Boe conversion
ratio of 5.8 thousand cubic feet (“Mcf”):1 Barrel (“Bbl”) is based on an energy equivalency conversion method
primarily applicable at the burner tip and does not represent a value equivalency at the wellhead.

Forward-Looking Information

Certain information and statements contained in this MD&A that are not historical facts are forward-looking
statements that involve risks and uncertainties. Forward-looking statements include, but are not limited to,
operational information, anticipated capital and operating budgets and expenditures, anticipated working
capital, estimated costs, sources of financing and the Company's future outlook. All statements other than
statements of present or historical facts are forward-looking statements. Forward-looking statements typically,

LT LTS ” LTS "« ” o«

but not always, contain words such as “anticipate”, “believe”, “estimate”, “expect”, “potential’, “could”, “forecast”,
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“guidance”, “intend”, “may”, “plan”, “predict’, “project”, “should”, “target”, “will” or other similar words suggesting
future outcomes.

Statements relating to “reserves” are also deemed to be forward-looking statements, as they involve the implied
assessment, based on certain estimates and assumptions, that the reserves described can be profitably
produced in the future.

Forward-looking statements contained in this MD&A are based on management’s current expectations and
assumptions regarding future capital and other expenditures (including the amount, nature and sources of
funding thereof), future economic conditions, future currency and exchange rates, future international oil prices,
continued political stability, timely receipt of any necessary regulatory approvals, timing of the implementation
of applicable petroleum exploration and production policies and the Company’s continued ability to employ a
qualified team to execute work program in a timely and cost efficient manner and the continued participation of
the Company’s joint venture partners (“JV Partners”) in exploration and development activities. In addition,
budgets are based upon the Company’s current exploration plans and anticipated costs, both of which are
subject to changes based on unexpected delays and changes in market conditions.

Although management of the Company believes that the expectations and assumptions reflected in such
forward-looking statements are reasonable, the Company cautions readers and prospective investors in the
Company’s securities not to place undue reliance on forward-looking statements as, by their nature, they are
based on current expectations regarding future events that involve a number of assumptions, inherent risks and
uncertainties which could cause actual results to differ materially from those anticipated by the Company
including, but not limited to, those risks as set forth under the heading “Risk Factors”. Accordingly, no
assurance can be given that any of the events anticipated by the forward-looking statements will transpire or
occur or, if any of them do so, what benefits the Company will derive there from. Should one or more of these
risks or uncertainties materialize, or should assumptions underlying forward-looking statements prove incorrect,
actual results may vary materially from those described in this MD&A as intended, planned, anticipated,
believed, estimated, or expected.

The information contained, herein, is made as of the date of this MD&A, and, except as required by applicable
securities law, the Company does not undertake any obligation to update or to revise any of the included
forward-looking statements whether as a result of new information, future events or otherwise. The forward-
looking statements contained in this MD&A are expressly qualified by this cautionary statement.

Highlights

The key highlights for the three and six months ended June 30, 2017 and up to the date of this MD&A are as
follows:

e The Company reported a net loss for the three and six months period ended June 30, 2017 of $0.42
million and $0.71 million respectively compared to a net loss of $9.21 million and $11.08 million in the
comparative period. The significant decrease in net loss for the current period is mainly due to increase in
revenue in the current period and provision for settlement of $7.58 million recorded in the comparative
period;

e Gross profit for the three and six months period ended June 30, 2017 was $0.86 million and $1.85 million
respectively compared to a gross loss of $0.04 million and gross profit of $0.24 million in 2016. This
significant increase in gross profit is due to the increase in revenue during the current period,;

e Net revenue increased by 54% and 45% during the three and six months period ended June 30, 2017
compared to the comparative period. This significant increase in revenue is due to additional revenue
associated with production from development well ZS-3 in the Zarghun South lease and increase in
average realised price on account of improvement in international crude oil prices;

e Production during the three and six months period ended June 30, 2017 increased by 18% and 14%
respectively compared to the three and six months period ended June 30, 2016. The increase is mainly
due to increase in production from the Zarghun South lease after commencement of production from
development well ZS-3;

e In February 2017, SEPL entered into a third Musharaka Agreement with Al Baraka Bank (Pakistan)
Limited (“ABPL”) under the Syndicated Credit Facility in the amount of PKR 170 million (approximately
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$1.62 million) pursuant to which the facility amount is increased from PKR 1,060 million (approximately
$10.11 million) to PKR 1,230 million (approximately $11.73 million);

e The drilling of exploratory well, Zainab-1, in Badin IV North exploration license commenced on June 5,

2017;

e InJuly 2017, Zainab-1 was completed as gas producer well; and

e Subsequent to period end, SEPL entered into supplemental third Musharaka Agreement with Al Baraka
under the Syndicated Credit Facility pursuant to which the facility amount is increased from PKR 1,230
million (approximately $11.73 million) to PKR 1,530 million (approximately $14.59 million).

Overview of the Company and Operations

JEC is an international upstream oil and gas exploration and production company. The Company’s activities
are currently conducted in Pakistan, where it has working interests in the following exploration licenses / rights
and leases through its wholly-owned subsidiaries Spud Energy Pty Limited (“SEPL”) and Frontier Holdings

Limited (“FHL”):

Exploration licenses / rights / leases

Producing

Badar lease*

Zarghun South lease

Reti, Maru and Maru South leases

Development
Sara and Suri leases

Kandra lease*
Ayesha lease

Exploration
Kandra exploration rights

Guddu exploration license
Zamzama North exploration license
Sanjawi exploration license

Badin IV South exploration license
Badin IV North exploration license

Working
Interest

7.89%
40.00%
10.66%

60.00%
37.50%
27.50%

35.00%
13.50%
24.00%
27.00%
27.50%
27.50%

Operator

Petroleum Exploration (Private) Limited
Mari Petroleum Company Limited
Oil & Gas Development Company Limited

Spud Energy Pty Limited
Petroleum Exploration (Private) Limited
Petroleum Exploration (Private) Limited

Petroleum Exploration (Private) Limited
Oil & Gas Development Company Limited
Heritage Oil and Gas Limited

Heritage Oil and Gas Limited

Petroleum Exploration (Private) Limited
Petroleum Exploration (Private) Limited

* Pursuant to the terms of Settlement Agreement entered into SEPL, FHL and PEL, effective August 12, 2016,
SEPL and FHL has agreed to assign SEPL’s 7.89% working interest in Badar and FHL's 37.5% working
interest in Kandra lease to PEL. The applications for the assignment of 7.89% working interest in Badar and
37.5% working interest in Kandra lease have been submitted to Government of Pakistan, the approval of which

is expected in due course.

The group structure of the Company is as indicated below:

Eastern Petroleum Limited |

(Mauritius)

73.3% ~

Jura Energy Corporation

(Canada)

100% v

100% v

100% v

Spud Energy Pty Limited
(Australia)

Frontier Oil and Gas
Holdings Limited

(Mauritius)

PetExPro Ltd.
(Formerly Frontier Acquisition
Company Limited) (Bermuda)
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Background of Oil and Gas Properties

SEPL has one operated and five non-operated working interests in certain exploration licenses and leases in
Pakistan which have been granted by the Government of Pakistan. The working interests range from 10.66% to
60%, as detailed in the preceding Overview section.

FHL has non-operated working interests in two exploration licenses, one development lease in Pakistan and
exploration rights within the Kandra lease. The working interests range from 27.5% to 35%.

There has been no significant change in the status of activities in the exploration licenses and development
leases since the filling of annual MD&A for the year ended December 31, 2016 except for the following:

Badin IV North exploration license

The drilling of Zainab-1 commenced on June 5, 2017 and reached the targeted depth on June 28, 2017. The
well was logged and completed in the Lower Goru "B" Sands of Cretaceous age. Post-completion surface well
testing was conducted after perforating selective intervals of approximately 16.5 meters. A summary of the well
testing results carried out at various choke sizes is as follows:

Choke Test Average gas | Condensate Water Wellhead
size duration flow rates rate rate flowing pressure
hours MMscf/d Bbl/d Bbl/d Psi
32/ 64" 12 10.20 451 72 2,133
40/ 64" 12 14.30 500 130 2,026
48 / 64" 12 19.04 500 130 1,861
56/ 64" 24 23.04 772 54 1,724

The Zainab-1 well is located only 1.5 kilometres from existing gas pipeline infrastructure.
Performance Overview and Financial Analysis

Summary of Quarterly Results

2017 2016 2015
Description Q2 | Q1 Q4 | Q3 | Q2 | Q1 Q4 | Q3
S
P
Net revenue 2,205,615 | 2,324,990 | 1,040,966 | 1,306,294 | 1,435,587 | 1,678,630 | 1,648,239 | 2,222,534
Net profit/(loss) (424,653) | (277,114) |11,073,701 |(1,514,669) |(9,214,186) |(1,865,324) |(16,787,298) 532,027
Weighted no. of
outstanding share 69,076,328 (69,076,328 69,076,328 69,076,328 |69,076,328 69,076,328 | 69,076,328 |69,076,328
EPS (basic and diluted) (0.01) (0.00) 0.16 (0.02) (0.13) (0.03) (0.24) 0.01
Capital expenditure 980,779 273,037 | 2,584,330 |(1,766,359) 874,370 | 1,037,103 | 2,758,048 267,304
Assets 54,875,500 |54,506,053 |53,179,583 (37,381,715 |47,219,565 |50,505,183 | 51,218,800 |65,547,825
Long term liabilities 17,111,219 |283,703,563 25,025,048 [16,012,910 |16,474,480 |13,609,960 | 6,466,626 | 6,655,207
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Trend analysis of quarterly information

Net Revenue
4,000

—

3,000

2,000 —

1,000 —

Q2-17 Q1-17 Q4-16 Q3-16 Q2-16 Q1-16 Q4-15 Q3-15

Quarterly revenue to Q4 2016 indicate a consistent declining trend due to decrease in production from Zarghun
South lease. Significant increase in revenue during Q1 and Q2 2017 is due to revenue associated with tight gas
production from development well ZS-3 in the Zarghun South lease that commenced production in January
2017 and increase in average realised price on account of improvement in international crude oil prices.

Net profit / (loss)

12,000
7,000
2,000

8*888? T7Q217  OQI-17 Q416 Q316 Q216 QL-16 Q415 Q315

(13,000)

(18,000)

The Company continued to incur losses since inception. In Q4 2015, the Company reported a loss of $16.79
million primarily driven by a $14.10 million impairment of oil and gas properties. Net loss in 2016 is mainly due
to decrease in revenue, increase in production costs, legal and professional costs associated with arbitrations
with PEL, exchange loss on re-translation of shareholder loan and impairment of SEPL’s 7.89% working
interest in Badar lease and FHL’s 37.5% working interest in Kandra lease pursuant to a Settlement Agreement
with PEL. In Q4 2016, the Company reported a net profit of $11.07 million. The profit in Q4 2016 was driven by
a reversal of impairment of Zarghun South due to improvement in international crude oil prices and increase in
recoverable reserves after drilling of third development well. In Q2 2017, the Company reported a net loss of
$0.42 million which is significantly lower that Q2 2016 due to increase in revenue and provision for settlement
recorded in Q2 2016.

" [00)

Capital expenditure

3,000
2,000

1,000

$ (000

0 T T T T T T T 1
Q2-17 Q117 Q416 Q316 Q216 Q1-16 Q415  Q3-15

-1,000

-2,000

The Company continued to incur significant capital expenditure for the development of its oil and gas
properties. Capital expenditure in 2015 and 2016 mainly relates to drilling of the development wells in Sara,
Reti and Zarghun South leases and exploration wells in Guddu and Badin IV South exploration licenses. The
adjustment in Q3 2016 represents reversal of costs pursuant to a Settlement Agreement with PEL. Capital
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expenditure in Q4 2016, Q1 2017 and Q2 2017 relates to the drilling of development in the Zarghun South
lease and development expenditure related to gas and condensate discoveries in Badin IV South exploration
license.

Assets

75,000

60,000 —
45,000 —
30,000 —
15,000 —

$(000)

Q2-17 Q1-17 Q4-16 Q3-16 Q2-16 Q1-16 Q4-15 Q3-15

The significant decline in Q4 2015 and Q3 2016 was primarily driven by a $14.1 million impairment of oil and
gas properties and impairment of SEPL’'s 7.89% working interest in Badar lease and FHL's 37.5% working
interest in Kandra lease pursuant to a Settlement Agreement with PEL. The increase in Q4 2016 is due to
reversal on impairment of Zarghun South lease.

Long term liabilities
28,000

21,000
14,000

$(000)

7,000

Q2-17 Q1-17 Q4-16 Q3-16 Q2-16 Q1-16 Q4-15 Q3-15

Significant increase in Q1 and Q2 2016 represents closing of long term Al Baraka syndicated credit facility. In
October 2016, SEPL entered into fourth supplemental agreement with the shareholder pursuant to which a
grace period of 15 months for the repayment of principal and accrued mark-up has been granted by EPL, which
result in its reclassification to long term liability. The decrease in Q1 and Q2 2017 is due to transfer of current
portion of Al Baraka syndicated credit facility, subordinated debentures and shareholder loan to current
liabilities.

Financial and Overall Performance Review and Analysis

Review of Financial Results

1. Net loss
For the three months period For the six months period
Description ended June 30, ended June 30,
P 2017 | 2016 | Difference 2017 | 2016 | Difference
Net loss (424,653) | (9,214,186) | 8,789,533 | (701,767) |(11,079,510) | 10,377,743

The Company posted a net loss of $0.42 million and $0.70 million for the three and six months period ended
June 30, 2017, which is significantly lower than the comparative period.

The decrease in net loss for the current period is mainly due to increase in revenue after commencement of
production from development well ZS-3 in the Zarghun South lease. The significant net loss for the comparative
period is due to decrease in revenue pursuant to a decline in production and international crude oil prices,
increased general and administrative expenses mainly related to legal and professional costs associated with
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arbitration proceedings and provision for settlement pursuant to the terms of Settlement Agreement dated
August 12, 2016.

Segment breakdown of loss for the three and six months period ended June 30, 2017 is as follows:

Six months ended
June 30, 2017

Three months ended
June 30, 2017

Canada
Pakistan

$
295,734

128,919

$
642,275
59,492

The segment-wise loss for the period is mainly attributable to the following:

- Canada segment is non-revenue generative. Loss in Canada mainly represents corporate expenses and
finance cost on the Company’s subordinated debentures.

- Net loss of the Pakistan segment is primarily due to production costs, general and administrative costs,
increase in finance costs offset by increase in revenue after commencement of production from
development well ZS-3 in the Zarghun South lease.

2. Net revenue
For the three months period For the six months period
Description ended June 30, ended June 30,
P 2017 | 2016 | Difference 2017 | 2016 | Difference
__________ $__________

Sales 2,520,485 1,633,005 887,480 5,177,003 3,548,700 1,628,303
Royalty (314,870) | (197,418) (117,452) | (646,398) | (434,483) (211,915)
Net revenue 2,205,615 1,435,587 770,028 4,530,605 3,114,217 1,416,388

Net revenue represents sale of gaseous hydrocarbons from the Reti, Maru and Maru South and Zarghun South
leases net of royalty.

The increase of $0.89 million and $1.63 million in gross revenue compared to the comparative period is due to
increase in production from Zarghun South after commencement of production from development well ZS-3
and increase in average realised price on account of improvement in international crude oil prices.

During the six months period ended June 30, 2017 daily gas sales volumes from the Reti-Maru and Zarghun
South gas fields averaged approximately 9.67 MMcf and 14.83 MMcf respectively compared to 12.39 MMcf and
9.55 MMcf respectively in 2016.

Gross production volume and price trends for the period presented are as follows:

For the three months period
ended June 30,

For the six months period
ended June 30,

Bl 2017 | 2016 | Difference 2017 | 2016 | Difference
__________ F—

Production in Boe 106,704 90,544 16,160 217,255 191,122 26,133

Price ($/ Boe)! 23.62 18.04 5.58 23.83 18.57 5.26

1Refer to non IFRS financial measures.

The increase in realized price per Boe is due tight gas production from Zarghun South lease entitled to
significantly higher price compared to conventional gas production from Zarghun South and Reti-Maru leases.

The royalty is calculated at 12.5% of value of petroleum.
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The trend in royalty costs per Boe for the periods presented is as follows:

For the three months period For the six months period
Description ended June 30, ended June 30,
P 2017 | 2016 | Difference 2017 | 2016 | Difference
__________ $__________
Production in Boe 106,704 90,544 16,160 217,255 191,122 26,133
Royalty ($ / Boe)! (2.95) (2.18) (0.77) (2.98) (2.27) (0.71)

1Refer to non IFRS financial measures.

The increase in royalty per Boe is associated with higher realized gas price for tight gas production during the
current period.

3. Cost of production
For the three months period For the six months period
Description ended June 30, ended June 30,
P 2017 | 2016 | Difference 2017 | 2016 | Difference
__________ $__________
Production costs 605,167 898,979 (293,812) 1,201,409 1,626,423 (425,014)
Depletion of oil and
gas properties 735,563 574,289 161,274 1,477,001 1,251,265 225,736
1,340,730 1,473,268 (132,538) 2,678,410 2,877,688 (199,278)

The decrease in production costs is due to production costs associated with Badar lease incurred in the
comparative period. SEPL agreed to assign its 7.89% working interest in Badar lease to Petroleum Exploration
(Private) Limited pursuant to the terms of Settlement Agreement dated August 12, 2016.

The increase in depletion of oil and gas properties is due an increase in the carrying value of Zarghun South
lease owing to reversal of impairment of $ 13.30 million at December 31, 2016.

Comparative production and production costs per Boe for the periods presented are as follows:

For the three months period
ended June 30,

For the six months period
ended June 30,

Bl 2017 | 2016 | Difference 2017 | 2016 | Difference
__________ S
Production in Boe 106,704 90,544 16,160 217,255 191,122 26,133
Production costs
($ / Boe)? 5.67 9.93 (4.26) 5.53 8.51 (2.98)

1Refer to non IFRS financial measures.

The decrease in production cost per Boe is due to production costs associated with Badar lease incurred in the
comparative period. Further, the significant component of production costs is fixed in nature and will continue to
incur irrespective of actual volume of production. The increase in production during the current period
decreased overall average realized production costs per Boe.

Comparative depletion cost per Boe for the periods presented are as follows:

For the three months period
ended June 30,

For the six months period
ended June 30,

Rl AL 2017 | 2016 | Difference 2017 | 2016 | Difference
__________ F—
Production in Boe 106,704 90,544 16,160 217,255 191,122 26,133
Depletion costs
($ / Boe)! 6.89 6.34 0.55 6.80 6.55 0.25

1Refer to non IFRS financial measures.
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Description

For the three months period
ended June 30,

For the six months period
ended June 30,

2017 |

2016

| Difference

| 2016

| Difference

__________ e

General and
administrative expenses

629,210

1,991,689

(1,362,479)

1,299,160

3,020,229

(1,721,069)

The decrease in general and administrative expenses is due significant legal and professional costs, in relation
to the arbitrations with PEL, incurred in the comparative period.

Segment breakdown of general and administrative expenses for three and six months ended June 30, 2017 is

as follows:
Three months ended Six months ended
June 30, 2017 June 30, 2017
$ $
Canada 166,568 390,238
Pakistan 462,642 908,922
5. Finance costs / (income)
For the three months period For the six months period
Description ended June 30, ended June 30,
Pt 2017 | 2016 | Difference 2017 | 2016 | Difference
__________ L
Interest on amount due
to related parties 243,755 103,521 140,234 495,203 206,733 288,470
Interest on borrowings 406,842 333,263 73,579 801,053 623,506 177,547
Accretion on asset
retirement obligation 18,966 13,851 5115 37,932 27,700 10,232
Interest / (adjustment) on
late payment of cash
calls to operators - (669,542) 669,542 - (584,583) 584,583
Currency translation
exchange (gain) / loss —
net (9,235) (181,845) 172,610 (79,386) 436,886 (516,272)
660,328 (400,752) 1,061,080 1,254,802 710,242 544,560
6. Operating netback
For the three months period For the six months period
Description ended June 30, ended June 30,
P 2017 | 2016 | Difference 2017 | 2016 | Difference
__________ P
Net revenue 2,205,615 1,435,587 770,028 | 4,530,605 3,114,217 1,416,388
Production costs (605,167) (898,979) 293,812 | (1,201,409) | (1,626,423) 425,014
Operating netback 1,600,448 536,608 1,063,840 3,329,196 1,487,794 1,841,402
Production in Boe 106,704 90,544 16,160 217,255 191,122 26,133
Operating Netback
($/Boe)t 15.00 5.93 9.07 15.32 7.78 7.54

1Refer to non IFRS financial measures.

Operating netback per Boe for three six months ended June 30, 2017 increased significantly due to increase
realised price for tight gas production from Zarghun South lease.
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Provisions, contingencies and commitments
Contingencies and Commitments

There has been no material change in contingencies as disclosed in the latest consolidated annual audited
financial statements of the Company for the year ended December 31, 2016.

Financial Commitments

The Company’s financial commitments mainly consist of minimum work commitments related to its exploration
licenses, approved authorities for expenditure and commitments under non-cancellable operating leases for
employee vehicles. The following table summarizes the financial commitments of the Company as at June 30,
2017 and December 31, 2016. These financial commitments are expected to be funded through internal cash
generation and debt and/or equity financing.

June December
Description 30, 2017 31, 2016
Minimum capital commitments related to exploration licenses 4,097,000* 4,097,000
Commitments under approved AFEs 145,200 145,200
Commitment under share purchase agreement
for the acquisition of EEL 1,000 1,000
Commitment under operating leases
- Not later than one year 36,804 49,498
- Later than one year and less than five years 23,993 36,164
Total 4,303,997 4,328,862
Breakdown of minimum capital commitments related to exploration licenses per year:
. 2017/18 | 2018/19 | 2019/20 | Total
Description —— Y
Sanjawi 668,250 94,500 1,755,000 2,517,750
Zamzama North 1,224,000 - - 1,224,000
Guddu 355,250 - - 355,250
Total 2,247,500 94,500 1,755,000 4,097,000

Going Concern and Liquidity

At June 30, 2017, the Company had current assets of $4.84 million comprising accounts and other receivables
of $3.10 million, restricted cash of $1.08 million and cash and cash equivalents of $0.66 million. Total current
liabilities were $24.38 million comprising accounts payable and accrued liabilities of $13.74 million and current
portion of borrowings and amounts due to related parties of $10.64 million. During the six months ended June
30, 2017 the Company reported a net loss of $0.70 million (June 30, 2016— $11.08 million). As at June 30,
2017, the Company has an accumulated deficit of $52.28 million (December 31, 2016 — $51.58 million). In
addition to its ongoing working capital requirements, the Company also has financial commitments as at June
30, 2017 that amounted to $4.30 million. Additional cash resources will be required to exploit the Company’s
petroleum and natural gas properties.

In addition to the above-mentioned factors, there are a number of additional material uncertainties that raise
significant doubt as to the Company's ability to continue as a going concern, and, accordingly, the
appropriateness of the use of accounting principles applicable to a going concern. The uncertainties include the
need for additional cash resources to fund its existing operations and for the development of its properties,
economic dependence on joint venture partners and the current economic and political conditions in Pakistan.

To date, all exploration, development and other operational activities of the Company have been funded by
internal cash generation from its producing concessions, equity and debt issuances, funding by a shareholder,
and by farm-out through which a third party reimbursed the Company for a portion of its historical costs and will
pay a portion of the Company’s future capital expenditures to earn a portion of the Company’s working interest
in its properties.
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In 2016, SEPL entered into two Musharaka Agreements with Al Baraka Bank (Pakistan) Limited (“Al Baraka”),
pursuant to a syndicated credit facility arrangement (the “Syndicated Credit Facility”), as lead arranger, in the
amount of up to PKR 1,060 million (approximately $10.11 million). The Syndicated Credit Facility carries mark-
up at the rate of 3-month Karachi Interbank Offered Rate (“KIBOR”) plus 2.75%. During 2017, SEPL entered
into a third Musharaka Agreement with Al Baraka under the Syndicated Credit Facility in the amount of PKR
170 million (approximately $1.62 million). Subsequent to period end, SEPL entered into supplemental third
Musharaka Agreement with Al Baraka under the Syndicated Credit Facility pursuant to which the facility amount
is increased from PKR 1,230 million (approximately $11.73 million) to PKR 1,530 million (approximately $14.59
million) (See “Subsequent Events below”). The principal is repayable in sixteen equal quarterly installments in
arrears, commencing fifteen months after the date of disbursement except for the third Musharaka Agreement,
the principal of which is repayable in twelve quarterly instalments in arrears.

The Company’s access to sufficient capital will impact its ability to complete its planned exploration and
development activities. However, there can be no assurance that the steps management is taking will be
successful. The principal shareholder has confirmed its commitment to provide financial support to the
Company as and when required for a minimum period of twelve months from the date of approval of these
financial statements.

These financial statements do not reflect the adjustments to the carrying values of assets and liabilities and the
reported revenues and expenses and balance sheet classifications that would be necessary if the Company
was unable to realize its assets and settle its liabilities as a going concern in the normal course of operations.
Such adjustments could be material.

Results of Operations

The following table summarizes the working capital of the Company as at June 30, 2017 as compared to
December 31, 2016:

As at June As at December
Description 30, 2017 31, 2016
[
Current assets 4,836,985 2,868,121

(24,385,613)
(19,548,628)

(14,074,661)
(11,206,540)

Current liabilities
Working capital deficiency

Contractual Obligations

The following table sets forth the contractual obligations of the Company as at June 30, 2017:

Payments due by period
- Total Less than 1 1-3 years 4-5 years After 5
Description year years
$
Minimum capital commitments related
to exploration licenses @ 4,097,000 2,247,500 1,849,500 - -
Commitments under outstanding AFEs 145,200 145,200 . . -
Operating leases 60,797 36,804 23,993 - -
Purchase obligations @ 1,000 1,000 - - -
Other obligations ©) 41,496,832 | 24,385,613 13,737,205 - 3,374,014
Total contractual obligations 45,800,829 26,816,117 15,610,698 - 3,374,014
Notes:
Q) “Obligations related to exploration licenses” means the obligations which are legally binding on the Company

pursuant to the terms of the relevant Petroleum Concession Agreement.

) “Purchase obligation” means a binding sale and purchase agreement entered into by the Company with respect to
the acquisition of EEL that specifies all significant terms related thereto, and the timing of the transaction.
3) “Other obligations” means other financial liabilities reflected in the Company’s statement of financial position.
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Off-Balance Sheet Arrangements
JEC did not have any off-balance sheet arrangements as at June 30, 2017.
Transactions with Related Parties

The Company’s related parties with significant transactions during the year include its majority shareholder,
EPL, JS Bank Limited, an associated entity, and key management personnel. Details of transactions with
related parties are as follows:

Transaction with majority shareholder

EPL, which is a majority shareholder of JEC, provided financial support to SEPL in the form of an interest-
bearing bridge loan. The loan carries mark-up at the rate of 11% per annum compounded quarterly. The
changes in loan balance during the applicable periods and balances outstanding as at June 30, 2017 and
December 31, 2016 are as follows:

June December
Description 30, 2017 31, 2016

[

9,424,843 10,175,454

Balance payable at beginning of the period

Loan repaid during the period (825,000) (1,741,667)
Interest accrued on loan from shareholder 495,203 300,305
Exchange gain on retranslation of shareholder loan - 467,544
Extinguishment of shareholder loan - (9,208,303)
Recognition of new shareholder loan at fair value = 9,180,468
Interest for the period = 256,900
Amount paid on behalf of EPL during the period - (5,858)
Balance payable at end of the period 9,095,046 9,424,843

Transaction with associated entity —JS Bank Limited

On November 7, 2014, SEPL entered into two financing facilities totalling PKR 400 million (equivalent $3.9
million) with JS Bank Limited, a related party controlled by Mr. Jahangir Siddiqui (who also controls EPL).
These facilities carry interest at the rate of 3 months KIBOR plus 2% payable quarterly in arrears. On January
19, 2016, these facilities were settled in full from the proceeds of Al Baraka syndicated credit facility. Further,
JS Bank is a participant in Al Baraka syndicate credit facility with participation of PKR 670 million (equivalent
$6.39 million).

June December
Description 30, 2017 31, 2016
__________ -

Old facilities

Balance payable at beginning of the period - 2,905,276
Loan received during the period - -
Interest accrued - 11,970
Interest paid during the period - (62,363)
Principal repaid during the period - (2,886,550)
Exchange (gain) / loss on retranslation of loan - 31,667
Balance payable at end of the period - -
Syndicated Credit Facility

Balance payable at beginning of the period 4,769,529 -
Loan received during the period 1,557,073 4,698,213
Mark-up accrued during the period 288,833 397,923
Mark-up paid during the period (244,805) (275,609)
Principal repaid during the period (298,415) -
Exchange gain on retranslation of loan (13,055) (50,998)
Balance payable at end of the period 6,059,160 4,769,529
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Key management personnel

Three months ended Six months ended
June June June June
Description 30, 2017 30, 2016 30, 2017 30, 2016
__________ $__________
Management salaries and benefits 114,554 211,575 228,452 314,412
Directors' fees and compensation 23,244 115,140 106,423 131,788
Total 137,798 326,715 334,875 446,200

Subsequent Event

Subsequent to period end, SEPL entered into supplemental third Musharaka Agreement with Al Baraka under
the Syndicated Credit Facility pursuant to which the facility amount was increased from PKR 1,230 million
(approximately $11.73 million) to PKR 1,530 million (approximately $14.59 million).

Future Outlook
The Company’s capital expenditure program for 2017 includes:

- development of Ayesha lease, Aminah and Ayesha North gas and condensate discoveries in Badin IV
South exploration license involving installation of a production facility;

- development of gas and condensate discovery in Badin IV North exploration license; and

- drilling of one exploration well in the Guddu exploration license.

This capital expenditure program is expected to be funded through available cash, internal cash generation and
proceeds of the enhancement of Syndicated Credit Facility.

In the near future, the Company expects the commencement of commercial production from the following:

- The Sara and Suri leases;
- Zainab-1 gas and condensate discovery in Badin IV North exploration license; and
- The Ayesha, Aminah and Ayesha North gas and condensate discoveries.

Critical Accounting Estimates and Judgments

The preparation of these condensed consolidated interim financial statements in conformity with approved
accounting standards requires the use of certain critical accounting estimates. It also requires management to
exercise its judgement in the process of applying the Company’s accounting policies. Estimates and judgments
are continually evaluated and are based on historic experience including expectation of future events that are
believed to be reasonable under the circumstances.

Estimates and judgements made by the management in the preparation of condensed consolidated interim
financial statements for the three and six months ended June 30, 2017 are the same as those used in the
preparation of Company’s consolidated annual audited financial statements for the year ended December 31,
2016.

Financial Risk Management
Financial risk factors

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

The Company’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The Company’s overall
risk management program focuses on the unpredictability of financial markets and seeks to minimize potential
adverse effects on the Company’s financial performance. Risk management is carried out by the Board. The
Board provides risk management guidance covering specific areas such as foreign exchange risk, interest rate
risk, credit risk and investment of excess liquidity.
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Market risk

(i)

(ii)

(i)

(iv)

v)

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. Currency risk arises mainly from future commercial
transactions, or receivables and payables that exist due to transactions in foreign currencies.

Other price risk

Other price risk represents the risk that the fair value or future cash flows of