IMPORTANT DEADLINE AND IMMEDIATE ACTION REQUIRED

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
to be held August 31, 2021
and
NOTICE OF ORIGINATING APPLICATION TO THE COURT OF QUEEN'S BENCH OF ALBERTA
and
MANAGEMENT INFORMATION CIRCULAR
with respect to a
PLAN OF ARRANGEMENT
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PERPETUAL ENERGY INC.
and
RUBELLITE ENERGY INC.
and
THE SHAREHOLDERS OF PERPETUAL ENERGY INC.
August 4, 2021

These materials are important and require your immediate attention and careful consideration. They require shareholders
of Perpetual Energy Inc. to make important decisions. If you are in doubt as to how to make such decisions, please
contact your investment, legal, financial, tax or other professional advisors. If you have any questions or require more
information, please contact Odyssey Trust Company using the information provided on the back cover.

ATTENTION PERPETUAL SHAREHOLDERS
Capitalized terms not otherwise defined shall be given the meanings set forth in the accompanying management information
circular and proxy statement of Perpetual Energy Inc. dated August 4, 2021.
RUBELLITE WARRANTS WILL EXPIRE 29 DAYS FOLLOWING THE EFFECTIVE DATE
Each Shareholder (other than Dissenting Shareholders and Consolidated Shareholders) will receive Rubellite Warrants
pursuant to the Arrangement. The Rubellite Warrants will expire 29 days following the completion of the Arrangement,
which if completed on August 31, 2021, would result in an expiry date of September 29, 2021 (the "Expiry Date").
Registered shareholders are required to deliver validly completed and duly executed letters of transmittal as soon as
possible to ensure ample time to exercise their Rubellite Warrants. Registered shareholders who fail to deliver validly
completed and duly executed letters of transmittal to Odyssey Trust Company well in advance of the Expiry Date risk
losing the opportunity to exercise the Rubellite Warrants. Any non-registered shareholder whose Common Shares are
registered in the name of a broker, investment dealer, bank, trust corporation, trustee or other nominee should contact
that nominee for assistance and should follow the instructions of such nominee in order to exercise their Rubellite
Warrants.
See "The Arrangement – Procedure for Shareholders to obtain consideration under the Arrangement – Procedure for
Distribution of Certificates" for further details.

PARTICIPATION IN THE NON-BROKERED PRIVATE PLACEMENT
Rubellite Energy Inc. will complete the Non-Brokered Private Placement as part of the Transactions. Any qualifying
Shareholders or new investors who are "accredited investors" within the meaning of National Instrument 45-106 –
Prospectus Exemptions or other qualified persons and are interested in participating should contact Kristin Ambrozy
at PrivatePlacement@rubelliteenergy.com.
See "The Arrangement – Description of Certain Other Transactions – Financing Transactions – Non-Brokered Private
Placement" in this Management Information Circular for further details.
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August 4, 2021
Dear Shareholders:
The board of directors of Perpetual Energy Inc. ("Perpetual") cordially invites you to attend a special meeting (the "Meeting") of
holders ("Shareholders") of its outstanding common shares (the "Common Shares"), to be held virtually via live audio cast that
Shareholders will telephone into at 9:00 a.m. (Calgary time) on August 31, 2021.
REGISTERED SHAREHOLDERS AND THEIR DULY APPOINTED PROXYHOLDERS SHALL CONNECT TO THE AUDIOCAST
MEETING BY DIALING EITHER ONE OF THE TELEPHONE NUMBERS BELOW WHERE THEY CAN PARTICIPATE AND
VOTE BY LIVE AUDIOCAST:
PARTICIPANT / GUEST (TOLL-FREE): 877-407-8037
PARTICIPANT / GUEST (TOLL): 201-689-8037
At the Meeting, you will be asked to approve a proposed reorganization (the "Arrangement") intended to create a new public
company holding the Clearwater Assets (as defined below), called Rubellite Energy Inc. ("Rubellite"), initially owned by Perpetual
and its Shareholders, with Shareholders being given the opportunity to participate in the initial financing of Rubellite. The
Arrangement is subject to approval by the Shareholders, the Court of Queen's Bench of Alberta and other regulatory approvals.
By approving the Arrangement, Shareholders will also be ratifying and approving the price per Rubellite Common Share (as defined
below) of $2.00, which price per share was established by the independent members of the board of directors of Perpetual and
further described in the accompanying management information circular of Perpetual dated August 4, 2021 (the "Information
Circular") under the heading "Potential Valuation Range of the Clearwater Assets and the $2.00 Price per Rubellite Common
Share".
The Arrangement
Pursuant to the Arrangement, Shareholders will receive common shares of Rubellite ("Rubellite Common Shares") and warrants
to purchase Rubellite Common Shares ("Rubellite Warrants"). Under the terms of the Arrangement, for every 46 Common Shares
held, Shareholders (other than Consolidated Shareholders (as defined below) and dissenting Shareholders ("Dissenting
Shareholders")) will receive 1 Rubellite Common Share and 12 Rubellite Warrants. Each Rubellite Warrant will entitle the holder
to subscribe for one Rubellite Common Share at a price of $2.00 per share. The Rubellite Warrants effectively provide for a "rights
offering" whereby Shareholders will have the equal opportunity to purchase additional Rubellite Common Shares. Rubellite will
raise approximately $33.4 million through the exercise of the Rubellite Warrants (the "Arrangement Warrant Financing") which
is fully backstopped. In connection with the Arrangement Warrant Financing and the Non-Brokered Private Placement (as defined
below), Perpetual has entered into a standby purchase agreement (the "Standby Agreement") with Rubellite and Dreamworks
Investment Holdings Ltd. ("Dreamworks"), a corporation controlled by Sue Riddell Rose, Perpetual's President and Chief
Executive Officer, to, among other things, ensure the Arrangement Warrant Financing is fully subscribed. Dreamworks is not
entitled to any standby fee or other benefit in connection with the Standby Agreement. Upon closing, the Arrangement Warrant
Financing will raise approximately $33.4 million in Rubellite equity.
As a step in the Arrangement prior to the issuance of Rubellite Common Shares and Rubellite Warrants, Perpetual will consolidate
the Common Shares (the "Consolidation") on the basis of between 500 and 1,000 pre-Consolidation Common Shares to 1 postConsolidation Common Share (the "Ratio") and subsequently will split (the "Split") the Common Shares at the same Ratio. The
Ratio will be determined and press released prior to the Meeting. Shareholders who own a number of Common Shares less than
the Ratio (the "Consolidated Shareholders") will be paid an amount in cash per share equal to the volume weighted average

trading price of the Common Shares on the Toronto Stock Exchange ("TSX") for the 20-day period prior to the effective date of the
Arrangement (the "Consolidation Consideration"). It is a condition of the lenders of Perpetual that payments made pursuant to
the Consolidation and in respect of Dissenting Shareholders may not exceed $750,000. Perpetual has a large number of
Shareholders owning less than 1,000 Common Shares and this odd lot consolidation provides those Shareholders with the
opportunity for liquidity they would otherwise not have on a cost efficient basis.
The Acquisition of the Clearwater Assets
Rubellite has acquired all of Perpetual's Clearwater lands, wells, roads and related facilities in northeast Alberta (the "Clearwater
Assets") and will pay approximately $60 million (net of $4.1 million of initial capitalization Rubellite Common Shares and $1.2
million of purchase price adjustments), of which $58 million will be in cash upon completion of the Financings and the issuance of
an option to purchase four million Rubellite Common Shares at a price of $3.00 per share for a period of five years (the
"Acquisition"). Contemporaneous with the Acquisition, Rubellite entered into an agreement with Freehold Royalties Ltd. whereby
it has sold a 3.0% to 5.0% gross overriding royalty on certain lands at Figure Lake for gross proceeds of up to $7.9 million (the
"Figure Lake GORR Financing") to be paid upon terms of a drilling commitment agreement. It is expected that 100% of Rubellite's
costs for the drilling of four commitment wells and a portion of the costs for twelve additional wells on the Figure Lake royalty lands
will be funded by the Figure Lake GORR Financing.
The Financings
Rubellite will raise through the Financings (as defined below), approximately $73.8 million. On July 13, 2021, Rubellite completed
an offering of subscription receipts ("Rubellite Subscription Receipts") of Rubellite on a private placement basis for gross
proceeds of $30 million (the "Subscription Receipt Financing"). On the satisfaction of the escrow release condition of the
Rubellite Subscription Receipts, as described in the subscription receipt agreement among Rubellite, Peters & Co. Limited, as
agent, and Odyssey Trust Company ("Odyssey"), as escrow receipt agent, dated July 13, 2021, which includes, among other
things, the completion of the Acquisition, the Arrangement, the Non-Brokered Private Placement (as defined below) and the
Arrangement Warrant Financing, each Rubellite Subscription Receipt issued under the Subscription Receipt Financing will
automatically be exchanged on a one-to-one basis for Rubellite Common Shares without any action on the part of the holder
thereof and without payment of additional consideration. If the escrow release conditions are not satisfied on or before November
30, 2021, or if either of the definitive agreements governing the Arrangement or the Acquisition are terminated at any earlier time
pursuant to the terms and conditions thereof, holders of Subscription Receipts will have the full purchase price of the Rubellite
Subscription Receipts, plus any accrued interest thereon, returned to them.
Following the completion of the Arrangement, Rubellite intends to complete a non-brokered private placement for a minimum of
$10.5 million and a maximum of up to $20 million, at $2.00 per Rubellite Common Share (the "Non-Brokered Placement" and
together with the Subscription Receipt Financing and the Arrangement Warrant Financing, the "Financings" and the Financings,
the Arrangement and the Acquisition are collectively referred to as the "Transactions"). Pursuant to the AIMCo Debt Settlement
Agreement (defined below), Alberta Investment Management Corporation ("AIMCo") has committed to purchase $4.45 million of
the Non-Brokered Private Placement. Pursuant to the Standby Agreement, Sue Riddell Rose, through Dreamworks, has committed
to purchase a minimum of 3.0 million Rubellite Common Shares for gross proceeds of $6.0 million of the Non-Brokered Placement,
which will close concurrently with the Arrangement Warrant Financing and the release of proceeds to Rubellite from the
Subscription Receipt Financing by the escrow agent.
Upon completion of the Arrangement and the Financings, Rubellite will have approximately 39.0 million Rubellite Common Shares
outstanding. AIMCo will own approximately 9.3% of the Rubellite Common Shares and ownership by Dreamworks and other
entities controlled by Sue Riddell Rose will be between 27% and 49% (in the event the Rubellite Warrants are entirely unexercised,
except for those held by AIMCo and select insiders holding 3.9 million Common Shares) depending on the degree to which
obligations under the Standby Agreement are required to be exercised.
Any qualifying Shareholders or new investors who are "accredited investors" within the meaning of National Instrument
45-106 – Prospectus Exemptions, or other qualified persons in jurisdictions outside of Canada as determined by Rubellite
and are interested in participating in the Non-Brokered Private Placement should contact Kristin Ambrozy at
PrivatePlacement@rubelliteenergy.com. Rubellite will use its reasonable commercial efforts to allow qualifying
Shareholders or new investors to participate in the Non-Brokered Private Placement, subject to rejection or allotment as
determined solely by Rubellite in whole or in part of their subscription amount. If any subscription amount is rejected or

reduced by Rubellite, the subscription amount or any reduction to the subscription amount and all monies tendered
therewith will be returned forthwith to the subscriber, without interest or deduction.
Rubellite Energy Inc.
Rubellite will initially be exclusively focused on Clearwater oil exploration and development utilizing multi-lateral horizontal drilling
technology. The Clearwater is a high rate of return play with compelling economics at current forward market prices for Western
Canadian Select crude oil. The Clearwater Assets comprise 104.5 net sections of acreage highly prospective for heavy crude oil
in the Clearwater formation with over 370 identified multi-lateral drilling locations. Currently there are seven (7.0 net) producing
wells and six (5.0 net) additional wells are expected to have been drilled and on production prior to the anticipated close of the
Financings. The Acquisition also includes proprietary 2D and 3D seismic and an extensive road network of approximately 40 km.
Additionally, there are no asset retirement obligations except those associated with the producing wells. Based on an independent
reserve report prepared by McDaniel and Associates Consultants Ltd. effective June 1, 2021, the Clearwater Assets have booked
proved and probable heavy crude oil reserves of 3.6 MMbbls with 25 booked undeveloped drilling locations. The remaining 345
identified drilling locations are unbooked. Rubellite will control and operate 100% of the Clearwater Assets.
Drilling activity is planned in three core development areas in the second half of 2021 with two (1.0 net) eight-leg multi-lateral wells
recently rig released on July 14, 2021 at Marten Hills, four (4.0 net) wells planned at Figure Lake in July, 2021 and August, 2021,
the first of which was spud July 21, 2021, 100% funded by the Figure Lake GORR Financing, and eight (8.0 net) wells at Ukalta
following the close of the Financings. Preliminary plans include a 20 net well drilling program in 2022 and 24 net wells in 2023. The
drilling activity is forecast to drive rapid production growth from current production levels of approximately 350 bbl/d of conventional
heavy crude oil to an estimated average of over 2,000 bbl/d in 2022. In the context of current strip pricing, Rubellite's organic
growth business plan is expected to be fully funded, drive material adjusted funds flow growth over the next two years and has the
potential to generate significant free funds flow by 2022.
Rubellite also plans to continue exploration activities to pursue additional prospective land and de-risk existing acreage, including
the delineation of exploratory lands that have been secured in the West Dawson and Cadotte areas.
Rubellite does not have any staff and will continue to be managed by Perpetual through a management services agreement and
as such, will not have the start-up costs of a new multi-disciplinary operating company. Upon completion of the Plan of
Arrangement, Rubellite will have a board of directors comprised of a majority of independent directors, each of whom will be unique
from Perpetual's board, establishing a strong governance model and clear shareholder and management alignment.
Rubellite is expected to begin operations with zero debt and positive working capital of approximately $13.0 million. Rubellite has
entered into a commitment with its lead bank for the establishment of a new $3 million revolving credit facility (subject to usual and
customary conditions precedent to closing) with an initial revolving term to May 31, 2022 and which may be extended for a further
twelve months subject to approval. If not extended on or before May 31, 2022, all outstanding advances will be repayable on May
31, 2023.
The Perpetual Second Lien Term Loan Repayment and Credit Facility
Perpetual has reached an agreement with AIMCo (the "AIMCo Debt Settlement Agreement") for the settlement of its $45 million
second lien term loan principal and outstanding interest for the payment of approximately $38.5 million in cash, a new second lien
term loan of approximately $2.7 million (the "New Second Lien Term Loan"), delivery by Perpetual of 680,485 Rubellite Common
Shares valued at $2.00 per share, and up to approximately $4.5 million in potential contingent payments in the event that
Perpetual's annual average realized oil and natural gas prices exceed certain thresholds (the "Second Lien Loan Settlement").
The New Second Lien Term Loan bears interest at 8.1% annually, which Perpetual may elect to pay-in-kind, and will mature on
December 31, 2024. Subject to the restrictions in the First Lien Credit Facility (as defined below), Perpetual will have the ability to
prepay any or all of the New Second Lien Term Loan at any time without penalty.
As part of the Second Lien Loan Settlement, subject to the terms of the AIMCo Debt Settlement Agreement, AIMCo has committed
to fully exercise the Rubellite Warrants it will receive pursuant to the Arrangement associated with its approximate 4.0% ownership
of Perpetual and to subscribe for $4.45 million of the Non-Brokered Private Placement.
Perpetual has entered into an agreement with its syndicate of lenders to extend its revolving bank debt facility concurrently with
the completion of the Arrangement Warrant Financing and Non-Brokered Private Placement (the "First Lien Credit Facility"). The

First Lien Credit Facility will have a borrowing limit of $17.0 million, reduced from the current borrowing limit of $20 million upon
completion of the Financings, and will cease to revolve on November 30, 2022 unless the revolving period is further extended for
an additional six months subject to approval by the syndicate. If not extended, all outstanding advances will be repayable on May
31, 2023. The next borrowing limit redetermination is scheduled on or before November 30, 2021. If the Financings do not close,
the First Lien Credit Facility will cease to revolve and will mature on November 15, 2021.
Management Services Agreement
Perpetual will manage Rubellite cost-effectively through a management services agreement (the "MSA"), sharing people, office
and information technology related general and administrative costs on a relative production split basis. Unique professional fees
and expenses, such as public company and legal costs, will be borne separately by each of Perpetual and Rubellite. The MSA
provides for optimization of Perpetual's technical, administrative and management capacity which, in conjunction with interest cost
savings, serves to establish a more sustainable cost structure.
Shareholder Considerations
Perpetual believes that the Transactions enhance Perpetual's ability to meet its obligations as they become due and at the same
time fund value adding opportunities. The Transactions create the appropriate structure to fund the exploration and development
activities for the Clearwater Assets and establish liquidity to meet Perpetual's debt maturities and other obligations as they become
due while funding Perpetual's value adding opportunities at Edson and Mannville along with other new ventures and will enhance
value for the Shareholders in the short and long term.
The number of votes required to pass the special resolution to approve the Arrangement (the "Arrangement Resolution") shall
be not less than 662/3% of the aggregate votes cast by the Shareholders, either in person (virtually) or by proxy at the Meeting.
The board of directors of Perpetual, based upon its consideration of, among other things, a number of presentations from
its financial advisor, ATB Capital Markets Inc. and the recommendation of the special committee of the board of directors
of Perpetual, unanimously determined that the Transactions are fair to the Shareholders and the Transactions are in the
best interests of Perpetual and its stakeholders. The board of directors of Perpetual authorizes the submission of the
Arrangement Resolution to the Shareholders for their approval at the Meeting and recommends that the Shareholders
vote in favour of the Transactions, through the approval of the Arrangement Resolution, and unanimously approved the
Transactions.
All the directors and officers of Perpetual, and certain entities controlled by Sue Riddell Rose, holding approximately
44.7% of the outstanding Common Shares have indicated their intention to vote their Common Shares in favor of the
Arrangement Resolution. In addition, as part of the Second Lien Loan Settlement, AIMCo, holding approximately 4.0% of
the outstanding Common Shares, has committed to vote its Common Shares in favor of the Arrangement Resolution.
It is anticipated that the Arrangement will be completed on or about August 31, 2021, if the Shareholders approve the Arrangement
at the Meeting, subject to obtaining court approval and the required governmental and regulatory approvals and satisfying other
usual and customary conditions contained in the arrangement agreement dated July 15, 2021, between Perpetual and Rubellite.
It is a condition to the completion of the Arrangement that the TSX shall have conditionally approved the listing of the Rubellite
Common Shares and Rubellite Warrants issuable under the Arrangement and the Rubellite Common Shares issuable upon
exercise of the Rubellite Warrants. If such conditional listing approvals are obtained, listing will be subject to Rubellite fulfilling all
of the original listing requirements of the TSX. If such original listing requirements are fulfilled by Rubellite, the Rubellite Common
Shares and Rubellite Warrants issuable under the Arrangement are expected to commence trading on the TSX shortly after the
closing of the Arrangement. The conditional listing approvals have not been obtained at this time and there is no assurance that
such conditional listing approvals will be obtained.
Shareholders will also be asked at the Meeting to consider and, if deemed advisable, to approve an ordinary resolution, to approve
the adoption of the proposed rolling long-term omnibus equity incentive plan of Rubellite (the "Rubellite Incentive Plan") which
will authorize the board of directors of Rubellite, or a committee thereof, to issue share options, share units and deferred share
units to directors, officers, key employees and consultants of Rubellite, including officers, key employees and consultants of
Perpetual in its capacity as manager of Rubellite under the MSA.

The accompanying Information Circular contains a detailed description of the Arrangement, as well as detailed information
regarding Rubellite, the Clearwater Assets, the Transactions and the Rubellite Incentive Plan. A letter of transmittal ("Letter of
Transmittal") containing complete instructions on how to exchange your Common Shares is also enclosed.
In order for a registered Shareholder to receive Common Shares following the Split ("Post-Split Common Shares"), Rubellite
Common Shares and Rubellite Warrants or in the case of a Consolidated Shareholder, the Consolidation Consideration, each
registered Shareholder is entitled to under the Arrangement, such registered Shareholder must deposit the certificate(s)
representing his, her or its Common Shares or applicable DRS Statement(s) with Odyssey, as depositary. The Letter of Transmittal,
properly completed and duly executed, together with all other documents and instruments referred to in the Letter of Transmittal
or reasonably requested by Odyssey or Perpetual, must accompany all certificates or DRS Statements for Common Shares
deposited for the entitlement pursuant to the Arrangement.
The Letter of Transmittal contains procedural information relating to the Arrangement and should be reviewed carefully. In all
cases, issuance of the Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or Consolidation
Consideration will be made only after timely receipt by Odyssey of a duly completed and signed Letter of Transmittal, together with
certificates representing such Common Shares or applicable DRS Statements and such other documents and instruments referred
to in the Letter of Transmittal or as Odyssey or Perpetual may require from time to time, acting reasonably. Odyssey will issue the
Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or a cheque representing the Consolidation
Consideration a registered Shareholder is entitled to receive in accordance with the instructions in the Letter of Transmittal.
Perpetual reserves the right, if it so elects in its absolute discretion, to instruct Odyssey to waive any irregularity contained in any
Letter of Transmittal received by Odyssey. As soon as practicable following the later of the effective date of the Arrangement (the
"Effective Date") and the deposit of the Common Shares, including delivery of the Letter of Transmittal, certificates and other
corresponding documents required from the Shareholder, Odyssey shall forward the Post-Split Common Shares, Rubellite
Common Shares and Rubellite Warrants or a cheque representing the Consolidation Consideration to which such Shareholder is
entitled to in accordance with the Arrangement and the instructions in the Letter of Transmittal.
The Rubellite Warrants will expire 29 days following the completion of the Arrangement, which if completed on August
31, 2021, would result in an expiry date of September 29, 2021 (the "Expiry Date"). Shareholders who fail to deliver validly
completed and duly executed Letters of Transmittal to Odyssey sufficiently ahead of the Expiry Date risk losing the
opportunity to exercise the Rubellite Warrants. Shareholders are urged to deliver validly completed and duly executed
Letters of Transmittal ahead of the Effective Date to ensure ample time to exercise their Rubellite Warrants.
Any non-registered Shareholder whose Common Shares are registered in the name of a broker, investment dealer, bank, trust
corporation, trustee or other nominee should contact that nominee for assistance in depositing such Common Shares and should
follow the instructions of such nominee in order to deposit such Common Shares with Odyssey.
Perpetual is in financial difficulty and is in need of new capital to refinance the imminent credit facility and term loan
maturities, fund the working capital deficit and finance the drilling of Perpetual's future development programs. The
Transactions are designed to significantly improve Perpetual's financial position and provide a "full capital solution" by
materially reducing Perpetual's debt, normalizing the balance sheet and leverage ratios, and providing the liquidity to
fund its 50% working interest share of the Edson development program while surfacing value from development of the
underfunded Clearwater Assets sold to Rubellite. The independent members of the board of directors of Perpetual, acting
in good faith, have unanimously determined that the terms of the Transactions are fair to the Shareholders and are in the
best interests of Perpetual and all of its stakeholders. If the Arrangement is not approved at the Meeting or not otherwise
completed, Perpetual will continue to face challenges operating on a going concern basis.
The Transactions are extremely time sensitive and subject to a number of critical deadlines which Perpetual must meet.
If there are any unforeseen delays in completing, or there is a failure to complete any or all of the Transactions (including
the Arrangement), there may be a materially adverse impact on the trading price of the Common Shares, Perpetual's
future business and operations and its ability to repay it outstanding debt obligations and Perpetual and its Shareholders
and other stakeholders (including its current, future and contingent unsecured creditors) may suffer significant damages.
In particular, if the Transactions are not completed by the end of September as presently contemplated, Perpetual’s ability
to keep pace with its joint venture operating partner at East Edson (the pace of which is not within Perpetual's control
but rather determined by such partner) may be jeopardized and value may be eroded. Moreover, if the Transactions have
not been completed by October 31, 2021, the maturity of Perpetual's First Lien Credit Facility accelerates and becomes

due on November 15, 2021 and Perpetual's second lien term loan matures on November 30, 2021. In such circumstances,
Perpetual's First Lien Credit Facility will cease to revolve, and all outstanding balances will be repayable on November
15, 2021. Failure to repay all outstanding obligations under the First Lien Credit Facility on November 15, 2021 would
trigger cross-default provisions under Perpetual's second lien credit facility and Perpetual’s third lien secured notes and
it is highly unlikely that Perpetual will be able to repay all of its outstanding debt without raising additional capital.
Perpetual's working capital may be insufficient to provide adequate funds to finance its operations, and therefore
Perpetual may be unable to meet its obligations as they generally become due without further support and maturity
extensions from its first and second lien lenders.
Please give this material your careful consideration and, if you require assistance, consult your financial, tax or other professional
advisors. If you are unable to attend the live audiocast Meeting, please complete and deliver the form of proxy which is enclosed
in order to ensure your representation at the Meeting.
We request your support of the Arrangement and look forward to seeing you at the Meeting.
Yours very truly,
(signed) "Sue Riddell Rose"
Sue Riddell Rose
President and Chief Executive Officer

PERPETUAL ENERGY INC.
NOTICE OF SPECIAL MEETING
to be held August 31, 2021
NOTICE IS HEREBY GIVEN that, pursuant to an order (the "Interim Order") of the Court of Queen's Bench of Alberta (the "Court")
dated August 4, 2021, a special meeting (the "Meeting") of the holders ("Shareholders") of common shares ("Common Shares")
of Perpetual Energy Inc. ("Perpetual") will be held virtually via live audiocast that Shareholders will telephone into at 9:00 a.m.
(Calgary time) on August 31, 2021 for the following purposes:
(a)

to consider pursuant to the Interim Order and, if deemed advisable, to pass, with or without variation, a special resolution,
the full text of which is set forth in Appendix A to the accompanying information circular and proxy statement dated
August 4, 2021 (the "Information Circular") of Perpetual to approve a plan of arrangement (the "Arrangement") under
Section 193 of the Business Corporations Act (Alberta) ("ABCA"), all as more particularly described in the Information
Circular;

(b)

to consider and, if deemed advisable, to pass ordinary resolutions to ratify and approve a rolling long-term omnibus
equity incentive plan (the "Rubellite Incentive Plan"), and the share options, share units and deferred share units to be
granted thereunder, for Rubellite Energy Inc. ("Rubellite") (a new corporation that, if the Arrangement is completed,
owns interests primarily in the Clearwater play formerly owned by Perpetual, which will initially be owned by Perpetual
and its Shareholders); and

(c)

to transact such further and other business as may properly be brought before the Meeting or any adjournment thereof.

By approving the Arrangement, Shareholders will also be ratifying and approving the price per Rubellite common share of $2.00,
which price per share was established by the independent members of the board of directors of Perpetual and further described in
the Information Circular under the heading "Potential Valuation Range of the Clearwater Assets and the $2.00 Price per Rubellite
Common Share".
The completion of the Arrangement is not conditional upon approval of the Rubellite Incentive Plan.
The record date for determination of Shareholders entitled to receive notice of and to vote at the Meeting is July 23, 2021. Only
Shareholders whose names have been entered in the register of the Shareholders on the close of business on that date will be
entitled to receive notice of and to vote at the Meeting, provided that, to the extent a holder of Common Shares transfers the
ownership of any of his Common Shares after such date and the transferee of those Common Shares establishes that he or she
owns the Common Shares and demands, not later than 10 days before the Meeting, to be included in the list of Shareholders
eligible to vote at the Meeting, such transferee will be entitled to vote those Common Shares at the Meeting.
Registered Shareholders have the right to dissent with respect to the Arrangement and, if the Arrangement becomes effective, to
be paid the fair value of their Common Shares in accordance with the provisions of Section 191 of the ABCA and the Interim Order.
A Shareholder's right to dissent is more particularly described in the accompanying information circular. Failure to strictly comply
with the requirements set forth in Section 191 of the ABCA, as modified by the Interim Order, may result in the loss of
any right of dissent.
A Shareholder may attend the Meeting by dialling into the live audiocast or may be represented by proxy. Shareholders
who are unable to attend the Meeting, or any adjournment thereof, in person (virtually) are requested to date, sign and
return the accompanying form of proxy for use at the Meeting or any adjournment thereof. To be valid, proxies must be
dated, completed, signed and deposited with Odyssey Trust Company ("Odyssey"): (a) by mail using the enclosed return
envelope or one addressed to Odyssey Trust Company, Proxy Department, 1230, 300 5th Avenue S.W., Calgary, Alberta
T2P 3C4; (b) by hand delivery to Odyssey Trust Company, 1230, 300 5th Avenue S.W., Calgary, Alberta T2P 3C4; or (c) by
facsimile to (800) 517-4553. You may also vote through the internet at https://login.odysseytrust.com/pxlogin and you
may appoint another person to be your proxyholder (you will require your control number found on your proxy form).
Your proxy or voting instructions must be received, in each case, by no later than 9:00 a.m. (Calgary time) on August 27,
2021 or, if the Meeting is adjourned or postponed, 48 hours (excluding Saturdays, Sundays and statutory holidays in

Calgary, Alberta) before the date on which the Meeting is reconvened or held. The deadline for the deposit of proxies may
be waived by the Chair of the Meeting at his or her sole discretion without notice.
In order for a registered Shareholder to receive the Common Shares after giving effect to the split under the Arrangement ("PostSplit Common Shares"), Rubellite common shares ("Rubellite Common Shares") and Rubellite warrants ("Rubellite Warrants")
or cash consideration (the "Consolidation Consideration") each registered Shareholder is entitled to under the Arrangement,
such registered Shareholder must deposit the certificate(s) representing his, her or its Common Shares or applicable DRS
Statement(s) with Odyssey, as depositary. The letter of transmittal included with the Information Circular ("Letter of Transmittal"),
properly completed and duly executed, together with all other documents and instruments referred to in the Letter of Transmittal
or reasonably requested by Odyssey or Perpetual, must accompany all certificates or DRS Statements for Common Shares
deposited for the entitlement pursuant to the Arrangement.
The Letter of Transmittal contains procedural information relating to the Arrangement and should be reviewed carefully. In all
cases, issuance of the Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or Consolidation
Consideration will be made only after timely receipt by Odyssey of a duly completed and signed Letter of Transmittal, together with
certificates representing such Common Shares or applicable DRS Statements and such other documents and instruments referred
to in the Letter of Transmittal or as Odyssey or Perpetual may require from time to time, acting reasonably. Odyssey will issue the
Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or a cheque representing the Consolidation
Consideration a registered Shareholder is entitled to receive in accordance with the instructions in the Letter of Transmittal.
Perpetual reserves the right, if it so elects in its absolute discretion, to instruct Odyssey to waive any irregularity contained in any
Letter of Transmittal received by Odyssey. As soon as practicable following the later of the effective date of the Arrangement and
the deposit of the Common Shares, including delivery of the Letter of Transmittal, certificates and other corresponding documents
required from the Shareholder, Odyssey shall forward the Post-Split Common Shares, Rubellite Common Shares and Rubellite
Warrants or a cheque representing the Consolidation Consideration to which such Shareholder is entitled to in accordance with
the Arrangement and the instructions in the Letter of Transmittal.
Any non-registered Shareholder whose Common Shares are registered in the name of a broker, investment dealer, bank, trust
corporation, trustee or other nominee should contact that nominee for assistance in depositing such Common Shares and should
follow the instructions of such nominee in order to deposit such Common Shares with Odyssey.
Perpetual is in financial difficulty and is in need of new capital to refinance the imminent credit facility and term loan
maturities, fund the working capital deficit and finance the drilling of Perpetual's future development programs. The
Transactions (as defined in the Information Circular) are designed to significantly improve Perpetual's financial position
and provide a "full capital solution" by materially reducing Perpetual's debt, normalizing the balance sheet and leverage
ratios, and providing the liquidity to fund its 50% working interest share of the Edson development program while
surfacing value from development of the underfunded Clearwater Assets (as defined in the Information Circular) sold to
Rubellite. The independent members of the board of directors, acting in good faith, have unanimously determined that
the terms of the Transactions are fair to the Shareholders and are in the best interests of Perpetual and all of its
stakeholders. If the Arrangement is not approved at the Meeting or not otherwise completed, Perpetual will continue to
face challenges operating on a going concern basis.
The Transactions are extremely time sensitive and subject to a number of critical deadlines which Perpetual must meet.
If there are any unforeseen delays in completing, or there is a failure to complete any or all of the Transactions (including
the Arrangement), there may be a materially adverse impact on the trading price of the Common Shares, Perpetual's
future business and operations and its ability to repay it outstanding debt obligations and Perpetual and its Shareholders
and other stakeholders (including its current, future and contingent unsecured creditors) may suffer significant damages.
In particular, if the Transactions are not completed by the end of September as presently contemplated, Perpetual’s ability
to keep pace with its joint venture operating partner at East Edson (the pace of which is not within Perpetual's control
but rather determined by such partner) may be jeopardized and value may be eroded. Moreover, if the Transactions have
not been completed by October 31, 2021, the maturity of Perpetual's First Lien Credit Facility (as defined in the Information
Circular) accelerates and becomes due on November 15, 2021 and Perpetual's second lien term loan matures on
November 30, 2021. In such circumstances, Perpetual's First Lien Credit Facility will cease to revolve, and all outstanding
balances will be repayable on November 15, 2021. Failure to repay all outstanding obligations under the First Lien Credit
Facility on November 15, 2021 would trigger cross-default provisions under Perpetual's second lien credit facility and
Perpetual’s third lien secured notes and it is highly unlikely that Perpetual will be able to repay all of its outstanding debt

without raising additional capital. Perpetual's working capital may be insufficient to provide adequate funds to finance
its operations, and therefore Perpetual may be unable to meet its obligations as they generally become due without
further support and maturity extensions from its first and second lien lenders.
DATED at Calgary, Alberta, this 4th day of August, 2021.
By Order of the Board of Directors
(signed) "Sue Riddell Rose"
Sue Riddell Rose
President and Chief Executive Officer

IN THE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL CENTRE OF CALGARY
IN THE MATTER OF SECTION 193 OF THE BUSINESS CORPORATIONS ACT, R.S.A.
2000, c. B-9, AS AMENDED
AND IN THE MATTER OF A PROPOSED PLAN OF ARRANGEMENT INVOLVING
PERPETUAL ENERGY INC. AND THE SHAREHOLDERS OF PERPETUAL ENERGY
INC.
NOTICE OF ORIGINATING APPLICATION
NOTICE IS HEREBY GIVEN that an originating application (the "Application") has been filed with the Court of Queen's Bench of
Alberta, Judicial Centre of Calgary (the "Court") on behalf of Perpetual Energy Inc. (the "Corporation") with respect to a proposed
arrangement (the "Arrangement") under Section 193 of the Business Corporations Act, R.S.A. 2000, c. B-9, as amended (the
"ABCA"), involving the Corporation, and the holders ("Shareholders") of common shares ("Common Shares") of the Corporation,
which Arrangement is described in greater detail in the management information circular of the Corporation dated August 4, 2021,
accompanying this Notice of Originating Application. At the hearing of the Application, the Corporation intends to seek:
(a)

a declaration that the terms and conditions of the Arrangement, and the procedures relating thereto, are fair to
the Shareholders and other persons affected from a substantive and procedural point of view;

(b)

an order approving the Arrangement pursuant to the provisions of Section 193 of the ABCA;

(c)

an order declaring that registered Shareholders shall have the right to dissent in respect of the Arrangement
in accordance with the provisions of Section 191 of the ABCA, as modified by the interim order of the Court
dated August 4, 2021 (the "Interim Order") and the Arrangement;

(d)

a declaration that the Arrangement will, upon the filing of the Articles of Arrangement pursuant to the provisions
of Section 193 of the ABCA, become effective in accordance with its terms and will be binding on and after the
effective date of the Arrangement; and

(e)

such other and further orders, declarations and directions as the Court may deem just.

AND NOTICE IS FURTHER GIVEN that the said Application is directed to be heard before a Justice of the Court of Queen's Bench
of Alberta at the Edmonton Law Courts, 1A Sir Winston Churchill Square, Edmonton, Alberta, Canada, or via video conference, if
necessary, at 11:00 a.m. (Calgary time), or as soon hereafter as counsel may be heard. Any Shareholder or any other interested
party desiring to support or oppose the Application, may appear at the time of the hearing in person or by counsel for that purpose.
Any Shareholder or any other interested party desiring to appear at the hearing is required to file with the Court of Queen's
Bench of Alberta, Judicial Centre of Calgary, and serve upon the Corporation, on or before 4:00 p.m. (Calgary time) on
August 24, 2021 (or the business day that is five (5) business days prior to the date of the Meeting if it is not held on
August 31, 2021), a Notice of Intention to Appear, including an address for service in the Province of Alberta and indicating
whether such Shareholder or other interested party intends to support or oppose the Application or make submissions
thereat, together with a summary of the position that such person intends to advance before the Court and any evidence
or materials which are to be presented to the Court. Service on the Corporation is to be effected by delivery to the solicitors for
the Corporation at the address below.
AND NOTICE IS FURTHER GIVEN that, at the hearing, subject to the foregoing, the Shareholders and any other interested parties
will be entitled to make representations as to, and the Court will be requested to consider, the fairness of the Arrangement. If you
do not attend, either in person or by counsel, at that time, the Court may approve the terms and conditions of the Arrangement as
presented, approve the Arrangement subject to such terms and conditions as the Court shall deem fit, or refuse to approve the
Arrangement without any further notice.
AND NOTICE IS FURTHER GIVEN that no further notice of the Application will be given by the Corporation and that in the event
the hearing of the Application is adjourned only those persons who have appeared before the Court for the Application at the
hearing shall be served with notice of the adjourned date.

AND NOTICE IS FURTHER GIVEN that the Court, by the Interim Order, has given directions as to the calling of meeting of
Shareholders for the purpose of voting upon a special resolution to approve the Arrangement and has directed that registered
Shareholders shall have the right to dissent with respect to the Arrangement in accordance with the provisions of Section 191 of
the ABCA, as amended by the Interim Order.
AND NOTICE IS FURTHER GIVEN that the Corporation intends to use the final order of the Court, if granted, as the basis for an
exemption from the registration requirements of the U.S. Securities Act of 1933, as amended, pursuant to Section 3(a)(10) thereof,
with respect to the issuance of the common shares and warrants of Rubellite Energy Inc. issuable pursuant to the Arrangement.
AND NOTICE IS FURTHER GIVEN that a copy of the said Application and other documents in the proceedings will be furnished
to any Shareholder or other interested party requesting the same by the undermentioned solicitors for the Corporation upon written
request delivered to such solicitors as follows:
Burnet, Duckworth & Palmer LLP
Suite 2400, 525 – 8th Avenue S.W.
Calgary, Alberta T2P 1G1
Attention: Paul Chiswell (pchiswell@bdplaw.com)
DATED at the City of Calgary, in the Province of Alberta, this 4th day of August, 2021.
BY ORDER OF THE BOARD OF DIRECTORS OF
PERPETUAL ENERGY INC.
(Signed) "Sue Riddell Rose"
Sue Riddell Rose
President and Chief Executive Officer
Perpetual Energy Inc.
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INFORMATION CIRCULAR
Introduction
This Information Circular is furnished in connection with the solicitation of proxies by and on behalf of the management
of Perpetual for use at the Meeting and any adjournments thereof. No person has been authorized to give any information
or make any representation in connection with the Arrangement or any other matters to be considered at the Meeting
other than those contained in this Information Circular and, if given or made, any such information or representation
must not be relied upon as having been authorized.
All summaries of, and references to, the Arrangement in this Information Circular are qualified in their entirety by reference to the
complete text of the Plan of Arrangement, a copy of which is attached as Schedule 1 to the Arrangement Agreement which is
attached as Appendix C to this Information Circular. You are urged to carefully read the full text of the Plan of Arrangement.
All capitalized terms used in this Information Circular but not otherwise defined herein have the meanings set forth under "Glossary
of Terms and Abbreviations". Information contained in this Information Circular is given as of August 4, 2021, unless otherwise
specifically stated.
All financial information herein has been presented in Canadian dollars in accordance with generally accepted accounting principles
in Canada, except where otherwise stated.
Currency and Exchange Rates
All dollar references in this Information Circular are in Canadian dollars, unless otherwise indicated. On August 4, 2021, the rate
of exchange for the Canadian dollar, expressed in United States dollars, based on the noon rate as provided by the Bank of Canada
was Canadian $1.00 = United States $0.7971.
Forward-looking Statements
The Arrangement
The Arrangement is a proposed transaction. Throughout this Information Circular, descriptions of the Arrangement and
the effect thereof which are made on a prospective basis (using words such as "will") are made as if the Arrangement is
completed. The completion of the Arrangement is subject to a number of conditions which are described in this
Information Circular and there is no assurance that it will be completed.
Other Statements
This Information Circular contains forward-looking statements. Forward-looking statements are typically identified by words such
as "anticipate", "believe", "expect", "plan", "intend" or similar words suggesting future outcomes or statements regarding an outlook.
Forward-looking statements in this Information Circular include, but are not limited to, statements with respect to: Rubellite's
business strategy and objectives, capital expenditures to be made by Rubellite on its properties, resource and reserve estimates,
Rubellite's exploration and development plans, Rubellite's plans respecting the transportation of its oil, natural gas and natural gas
liquids to market and Rubellite's plans to ultimately retain all of its own personnel.
Readers are cautioned not to place undue reliance on forward-looking statements, as there can be no assurance that the plans,
intentions or expectations upon which they are based will occur. By their nature, forward-looking statements involve numerous
assumptions, known and unknown risks and uncertainties, both general and specific, that contribute to the possibility that the
predictions, forecasts, projections and other things contemplated by the forward-looking statements will not occur. Such forwardlooking statements or information are based on a number of assumptions which may prove to be incorrect. In addition to other
assumptions identified in this Information Circular, assumptions have been made regarding, among other things:
•

the success in developing the recognized reserves of Rubellite;

•

the exploration success of Rubellite;
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•

the ability of Rubellite to obtain equipment, services, supplies and required contractors in a timely manner and at an
acceptable cost to carry out its activities;

•

the ability of Rubellite to produce its oil at an acceptable cost;

•

the ability of Rubellite to market its oil and to transport its oil to market;

•

the ability of Rubellite to obtain financing; and

•

future oil prices.

Although it is believed that the expectations represented by such forward-looking statements are reasonable, there can be no
assurance that such expectations will prove to be correct. Some of the risks and other factors which could cause results to differ
materially from those expressed in the forward-looking statements contained in this Information Circular respecting Rubellite and
its business are set forth in Appendix D hereto, "Information Concerning Rubellite — Risk Factors". Shareholders are urged to
carefully consider those factors as well as the information contained in this Information Circular.
In addition, this Information Circular contains future-oriented financial information and financial outlook information (collectively,
"FOFI") about Perpetual's and Rubellite's prospective results of operations, operating costs and components thereof, all of which
are subject to the same assumptions, risk factors, limitations and qualifications as set forth in the above paragraphs. FOFI
contained in this Information Circular was made as of the date of this Information Circular and was provided for, among other
things, the purpose of describing the anticipated effects of the transactions contemplated in this Information Circular. Perpetual
disclaims any intention or obligation to update or revise any FOFI contained in this Information Circular, whether as a result of new
information, future events or otherwise, unless required pursuant to applicable law. Readers are cautioned that the FOFI contained
in this Information Circular should not be used for purposes other than for which it is disclosed herein.
The forward-looking statements contained in this Information Circular are made as of the date hereof and neither Perpetual nor
Rubellite undertake any obligation to update publicly or revise any forward-looking statements contained in this Information
Circular, whether as a result of new information, future events or otherwise, except as required by applicable securities laws.
Information for United States Shareholders
None of the Arrangement Securities have been registered under the 1933 Act, and such securities are being issued in reliance on
the exemption from registration set forth in Section 3(a)(10) of the 1933 Act. The solicitation of proxies for the Meeting is not subject
to the requirements of Section 14(a) of the 1934 Act. Accordingly, the solicitations and transactions contemplated in this Information
Circular are made in the United States for securities of a Canadian issuer in accordance with Canadian corporate and securities
laws, and this Information Circular has been prepared solely in accordance with disclosure requirements applicable in Canada.
U.S. Shareholders should be aware that such requirements are different from those of the United States applicable to registration
statements under the 1933 Act and proxy statements under the 1934 Act. Specifically, information concerning the operations of
Perpetual and Rubellite contained herein has been prepared in accordance with Canadian disclosure standards, which are not
comparable in all respects to United States disclosure standards. The Arrangement Securities will not be listed for trading on any
United States stock exchange. The unaudited pro forma financial statement of Rubellite and the audited and unaudited historical
financial statements of Rubellite included in this Information Circular have been prepared in accordance with Canadian GAAP and
are subject to Canadian auditing and auditor independence standards, which differ from United States GAAP and auditing and
auditor independence standards in certain material respects, and thus may not be comparable to financial statements of United
States companies. In addition, data on oil and gas reserves contained or incorporated by reference in this Information Circular
has been prepared in accordance with Canadian disclosure standards, which are not comparable in all respects to United States
disclosure standards.
The enforcement by investors of civil liabilities under the United States securities laws may be affected adversely by the fact that
Perpetual and Rubellite are organized under the laws of the Province of Alberta, that their officers and directors are, or will be,
primarily residents of countries other than the United States, that the experts named in this Information Circular are residents of
countries other than the United States, and that all or substantial portions of the assets of Perpetual, Rubellite and such other
persons are, or will be, located outside the United States.
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The 1933 Act imposes restrictions on the resale of securities received pursuant to the Arrangement by persons who are "affiliates"
of Perpetual or Rubellite either within 90 days prior to the Arrangement or "affiliates" of Rubellite after the Arrangement. See "The
Arrangement — Securities Law Matters — United States" in this Information Circular.
Section 3(a)(10) of the 1933 Act does not exempt the issuance of securities upon the exercise or conversion of securities that were
issued pursuant to Section 3(a)(10). Therefore, the Rubellite Common Shares issuable upon the exercise of the Rubellite Warrants
may not be issued in reliance upon Section 3(a)(10) and the Rubellite Warrants may be exercised only pursuant to an exemption
from the registration requirements of the 1933 Act and applicable state securities laws. Rubellite Warrants may be exercised
only by a holder who represents that at the time of exercise the holder is not then located in the United States, is not a
U.S. Person and is not exercising such Rubellite Warrants for the account or benefit of a U.S. Person or a person in the
United States, unless the holder provides a legal opinion or other evidence reasonably satisfactory to Rubellite to the
effect that the exercise of the Rubellite Warrants does not require registration under the 1933 Act or state securities laws.
It should be noted that it is expected that very few U.S. Warrantholders will be able to provide a satisfactory legal opinion
to permit such U.S. Warrantholders to exercise their Rubellite Warrants, so it is expected that most U.S. Warrantholders
will be unable to exercise their Rubellite Warrants.
Any Rubellite Common Shares issuable upon the exercise of Rubellite Warrants in the United States or for the account
or benefit of a U.S. Person or a person in the United States held by U.S. Warrantholders will be "restricted securities"
within the meaning of Rule 144 under the 1933 Act, certificates representing such Rubellite Common Shares and Rubellite
Warrants will bear a legend to that effect and such Rubellite Common Shares and Rubellite Warrants may be resold only
pursuant to an exemption from the registration requirements of the 1933 Act and state securities laws.
Notwithstanding the foregoing, subject to certain limitations, the Rubellite Warrants may be resold outside the United
States without registration under the 1933 Act pursuant to Regulation S (if available), including in transactions over the
TSX (if the applicable Rubellite Warrants are so listed).
U.S. Persons and persons resident in the United States will not be entitled to deduct Canadian exploration expenses for
U.S. federal income tax purposes if they acquire Rubellite Common Shares. Accordingly, those U.S. Warrantholders who
are able to exercise their Rubellite Warrants are urged to consult with their tax advisors prior to acquiring Rubellite
Common Shares.
THE ARRANGEMENT SECURITIES AND THE RUBELLITE COMMON SHARES ISSUABLE UPON EXERCISE OF THE
RUBELLITE WARRANTS HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES AND
EXCHANGE COMMISSION OR THE SECURITIES REGULATORY AUTHORITY OF ANY STATE OF THE UNITED STATES,
NOR HAS THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION OR ANY SUCH AUTHORITY PASSED ON
THE ADEQUACY OR ACCURACY OF THIS INFORMATION CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENCE.
Notes on Reserves Data and Other Oil and Gas Information
This Information Circular contains certain oil and gas metrics which do not have standardized meanings or standard methods of
calculation and therefore such measures may not be comparable to similar measures used by other companies and should not be
used to make comparisons. Such metrics have been included in this document to provide readers with additional measures to
evaluate Perpetual's and Rubellite's performance; however, such measures are not reliable indicators of Perpetual's or Rubellite's
future performance and future performance may not compare to performance in previous periods and therefore such metrics should
not be unduly relied upon.
The determination of oil, natural gas liquids and natural gas reserves involves the preparation of estimates that have an inherent
degree of associated uncertainty. Categories of proved and probable reserves have been established to reflect the level of these
uncertainties and to provide an indication of the probability of recovery. The estimation and classification of reserves requires the
application of professional judgment combined with geological and engineering knowledge to assess whether or not specific
reserves classification criteria have been satisfied. Knowledge of concepts including uncertainty and risk, probability and statistics,
and deterministic and probabilistic estimation methods is required to properly use and apply reserves definitions.
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The recovery and reserve estimates of oil, natural gas liquids and natural gas reserves provided herein are estimates only. Actual
reserves may be greater than or less than the estimates provided herein. The estimated future net revenue from the production of
the disclosed oil, natural gas liquids and natural gas reserves does not represent the fair market value of these reserves.
Estimates of Drilling Locations
Unbooked drilling locations referenced herein are the internal estimates of Perpetual based on the Clearwater Assets prospective
acreage and an assumption as to the number of wells that can be drilled per section based on industry practice and internal review.
Unbooked locations do not have attributed reserves or resources (including contingent and prospective). Unbooked locations have
been identified by Perpetual's management as an estimation of Rubellite's multi-year drilling activities based on evaluation of
applicable geologic, seismic, engineering, production and reserves information. There is no certainty that Rubellite will drill all
unbooked drilling locations and if drilled there is no certainty that such locations will result in additional oil and natural gas reserves,
resources or production. The drilling locations, including the number and timing thereof, are ultimately dependent upon the
availability of funding, regulatory approvals, seasonal restrictions, oil and natural gas prices, costs, actual drilling results, additional
reservoir information that is obtained and other factors. While a certain number of the unbooked drilling locations have been derisked by Perpetual by drilling existing wells in relative close proximity to such unbooked drilling locations, the majority of other
unbooked drilling locations are farther away from existing wells where management of Perpetual has less information about the
characteristics of the reservoir and therefore there is more uncertainty whether wells will be drilled in such locations and if drilled
there is more uncertainty that such wells will result in additional oil and gas reserves, resources or production.
Non-GAAP Financial Measures
This Information Circular makes reference to certain non-GAAP financial measures to assist in assessing the financial performance
of the Clearwater Assets, such as "adjusted funds flow" and "operating netback". These financial measures do not have a
standardized meaning as prescribed by IFRS and are therefore considered non-GAAP measures. These measures may not be
comparable to similar measures presented by other issuers. These measures have been described and presented in order to
provide Shareholders, potential investors and analysts with additional measures for analyzing the transactions contemplated
herein. Such information should not be considered in isolation or as a substitute for measures prepared in accordance with IFRS.
For additional information regarding these non-GAAP measures, see the advisories in the management's discussion and analysis
in respect of the Carve-Out Financial Statements attached as Schedule A and Schedule B to Appendix D of this Information
Circular.
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Glossary of Terms and Abbreviations
The following is a glossary of certain terms and abbreviations used in this Information Circular, including the Summary hereof and
Appendix D hereto.
"ABCA" means the Business Corporations Act (Alberta), R.S.A. 2000, c. B-9, as amended;
"Acquisition Agreement" means an agreement between Perpetual, Perpetual Operating Trust and Rubellite providing for the
transfer of the Clearwater Assets from Perpetual and Perpetual Operating Trust to Rubellite;
"Acquisition" means the acquisition of all of Perpetual's Clearwater lands, wells, roads and related facilities in northeast Alberta
by Rubellite, in respect of which Rubellite will pay $60 million (net of $4.1 million of Initial Rubellite Capitalization Shares and $1.2
million of purchase price adjustments), of which $58 million will be in cash upon completion of the Financings and the issuance of
the Rubellite Share Purchase Options upon completion of the Arrangement;
"AER" means the Alberta Energy Regulator;
"Agency Agreement" means the agency agreement dated July 13, 2021 and effective June 25, 2021 between Perpetual, Rubellite
and the Agent in respect of the Brokered Private Placement;
"AIMCo" means Alberta Investment Management Corporation;
"AIMCo Bonus Shares" means the 680,485 Rubellite Common Shares, forming part of the Initial Rubellite Capitalization Shares,
to be acquired by Perpetual pursuant to the Plan of Arrangement, and subsequently transferred to AIMCo at the Expiry Time,
subject to the terms of the AIMCo Debt Settlement Agreement;
"AIMCo Debt Settlement Agreement" means the debt settlement and contingent payment agreement dated July 15, 2021
between Perpetual and AIMCo whereby, among other things, AIMCo has agreed, on the terms and conditions set forth therein, to
exercise all of its Rubellite Warrants received pursuant to the Arrangement and Perpetual has agreed to transfer the AIMCo Bonus
Shares to AIMCo,;
"AIMCo Interest Debt" means the interest debt of $1,360,970 owing to AIMCo by Perpetual;
"Arrangement" means the proposed arrangement involving Perpetual, its Shareholders and Rubellite under the provisions of
Section 193 of the ABCA, on the terms and conditions set forth in the Plan of Arrangement;
"Arrangement Agreement" means the arrangement agreement dated as of July 15, 2021 between Perpetual and Rubellite
pursuant to which such parties have proposed to implement the Arrangement, a copy of which is attached as Appendix C to this
Information Circular;
"Arrangement Resolution" means the special resolution in respect of the Arrangement to be voted upon by Shareholders at the
Meeting in substantially the form attached as Appendix A to this Information Circular;
"Arrangement Securities" means the Rubellite Common Shares and Rubellite Warrants to be issued under the Arrangement;
"bbl/d" means barrels per day;
"bbls" means barrels;
"Bcf" means one billion cubic feet;
"Beneficial Shareholder" means each Shareholder that holds its Common Shares through a broker, financial institution, trustee,
nominee or other intermediary;
"board of directors" or "board" means the board of directors of Perpetual, unless otherwise indicated;
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"Brokered Private Placement" means the brokered private placement of 15,000,000 Rubellite Subscription Receipts at a price of
$2.00 per Rubellite Subscription Receipt for gross proceeds of $30,000,000;
"business day" means a day, other than a Saturday, Sunday or statutory holiday, when banks are generally open in Calgary,
Alberta;
"Carve-out Financial Statements" means, collectively, the audited carve-out financial statements in respect of the Clearwater
Assets for the years ended December 31, 2020, December 31, 2019 and December 31, 2018 and the unaudited condensed interim
carve-out financial statements in respect of the Clearwater Assets for the period ended March 31, 2021 attached as Schedules A
and Schedule B, respectively, to Appendix D to this Information Circular;
"Clearwater Assets" means those oil and gas interests in the Clearwater play previously held by Perpetual, as more particularly
described in Appendix D hereto, that have been transferred to Rubellite;
"Clearwater Co-PEI Note 1" means the secured demand grid promissory note issued by Rubellite in favor of Perpetual, having an
initial principal amount of $20.072 million, bearing interest only after demand of 10% per annum;
"Clearwater Co-PEI Note 2" means the demand promissory note in favour of Perpetual to be issued by Rubellite under the
Arrangement, having a principal amount of $17.433 million and having the same terms as the Clearwater Co-PEI Note 1;
"Code" means the Internal Revenue Code of 1986, as amended;
"Common Share Weighted Average Trading Price" is the price determined by dividing the aggregate dollar trading value of all
Common Shares sold on the TSX over the twenty trading days immediately preceding the Effective Date by the total number of
Common Shares sold on the TSX during such period;
"Common Shares" means common shares in the capital of Perpetual;
"Consolidated Shareholders" means the holders of Common Shares, who hold less than one (1) Post-Consolidation Common
Share following the Consolidation and who are entitled to Consolidation Consideration in exchange for the cancellation of such
holder's Common Shares;
"Consolidation" means the consolidation of the Common Shares in accordance with and pursuant to the terms of the Plan of
Arrangement;
"Consolidation Consideration" means the cash consideration payable to each Consolidated Shareholder equal to the Common
Share Weighted Average Trading Price multiplied by the number of Pre-Consolidation Common Shares held by the Consolidated
Shareholder;
"Court" means the Court of Queen's Bench of Alberta;
"CRA" means the Canada Revenue Agency;
"Depositary" means Odyssey Trust Company;
"Dissent Rights" means the right of a Shareholder to dissent to the Arrangement Resolution and to be paid the fair value of the
Common Shares in respect of which the holder dissents, all in accordance with Section 191 of the ABCA and the Interim Order;
"Dissent Shares" means the Common Shares in respect of which Dissent Rights are exercised and in respect of which the holders
are ultimately entitled to be paid fair value in respect thereof;
"Dissenting Shareholders" means registered Shareholders who validly exercise Dissent Rights and "Dissenting Shareholder"
means any one of them;
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"Dreamworks" means Dreamworks Investment Holdings Ltd., an entity controlled by the President and Chief Executive Officer of
both Perpetual and Rubellite;
"DRS Statement" means direct registration system advice;
"Effective Date" means the date the Arrangement is effective under the ABCA;
"Effective Time" means the time at which the articles of arrangement to give effect to the Arrangement are filed with the Registrar
on the Effective Date;
"Escrow Condition" means delivery by Rubellite to the Agent of a certificate to the effect, and the Agent being satisfied, acting
reasonably, that: (i) each of the Arrangement, the Non-Brokered Private Placement and the Acquisition shall have been completed
in accordance with their terms (without waiver or material amendment of the terms and conditions thereof, in whole or in part,
unless the consent of the Agent is given for such waiver or amendment, such consent not to be unreasonably withheld); (ii) all of
the Rubellite Warrants shall have been exercised by the holders thereof and/or pursuant to the Standby Agreement; (iii) all the
conditions, undertakings and other matters to be satisfied, completed or otherwise required to be met in connection with the
completion of the Arrangement (in accordance with the Arrangement Agreement and without waiver or material amendment of the
terms and conditions thereof, in whole or in part, by any of the parties thereto unless the consent of the Agent is given for such
waiver or amendment, such consent not to be unreasonably withheld) have been satisfied, completed or otherwise met other than
the repayment of the promissory notes issued in connection with the Arrangement; (iv) Rubellite shall not be in breach or default
of any of its representations, warranties, covenants or obligations under the Agency Agreement, except for those breaches or
defaults that would not constitute a material adverse effect for the promissory notes issued in connection with the Arrangement, or
have been waived by the Agent and all conditions set out in the Agency Agreement shall have been fulfilled in all material respects;
and (v) the TSX shall have provided conditional listing approval of the Rubellite Common Shares, subject to the fulfillment of
customary listing conditions (see "The Arrangement – Approvals – Stock Exchange Listing Approvals");
"Escrow Release Deadline" means 5:00 p.m. (Calgary time) on November 30, 2021;
"Escrowed Funds" means collectively, the gross cash proceeds of the Rubellite Subscription Receipts issued pursuant to the
Brokered Private Placement including any accrued interest earned thereon;
"Exchange Fraction" has the meaning ascribed thereto under the heading "The Arrangement – Details of the Arrangement –
Fractions of Common Shares are Exchanged for Rubellite Common Shares" in this Information Circular;
"Exempt Plans" means, collectively, trusts governed by "registered retirement savings plans", "registered retirement income
funds", "registered education savings plans", "registered disability savings plans", "tax-free savings accounts" and "deferred profit
sharing plans", each as defined in the Tax Act;
"Expiry Date" means the date that is 29 days from the Effective Date, or in the event that such date is not a business day, the next
following business day;
"Expiry Time" means 4:30 p.m. (Calgary Time) on the Expiry Date;
"Fairness Presentation" has the meaning ascribed thereto under the heading "The Arrangement – Background to the
Arrangement" in this Information Circular;
"Figure Lake Assets" means the oil and gas assets located at Figure Lake;
"Figure Lake Option Exercise Agreement" means the option exercise agreement in respect of the 197Co Figure Lake Assets,
as between 197Co and Perpetual;
"Final Order" means the order of the Court approving the Arrangement to be applied for following the Meeting and to be granted
pursuant to the provisions of subsection 193(9) of the ABCA, as such order may be affirmed, amended or modified by any court of
competent jurisdiction;
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"Financings" means collectively, the Brokered Private Placement, the Non-Brokered Private Placement and the Arrangement
Warrant Financing;
"First Lien Credit Facility" has the meaning set out under the heading "The Arrangement – Description of Certain Other
Transactions – Perpetual Credit Facilities";
"GAAP" means Generally Accepted Accounting Principles;
"IFRS" means International Financial Reporting Standards;
"Information Circular" means this information circular and proxy statement dated August 4, 2021, together with all appendices
hereto, distributed by Perpetual in connection with the Meeting;
"Initial Rubellite Capitalization Shares" has the meaning set out under the heading "The Arrangement – Details of the
Arrangement – Issuance of Rubellite Shares to Perpetual";
"Interim Order" means the order of the Court under subsection 193(4) of the ABCA containing declarations and directions with
respect to the Arrangement and the Meeting and issued pursuant to the originating application of Perpetual and Rubellite therefor,
a copy of which is attached as Appendix B to this Information Circular;
"IRS" means the U.S. Internal Revenue Service;
"Letter of Transmittal" means the letter of transmittal accompanying this Information Circular sent to Shareholders in respect of
the issuance and delivery of the Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants to which
Shareholders are entitled under the Plan of Arrangement, or if a Shareholder is a Consolidated Shareholder, the Consolidation
Consideration;
"Mark-to-Market Election" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations
– U.S. Federal Income Tax Consequences to U.S. Holders Related to the Ownership and Disposition of Rubellite Common Shares
– Passive Foreign Investment Company Rules";
"Mbbls" means one thousand barrels;
"McDaniel Rubellite Report" means the independent engineering evaluation dated June 17, 2021 and prepared by McDaniel as
of June 1, 2021, evaluating the crude oil, natural gas liquids and natural gas reserves attributable to the Clearwater Assets;
"McDaniel" means McDaniel & Associates Consultants Ltd., independent petroleum engineering consultants of Calgary, Alberta;
"Meeting" means the special meeting of Shareholders to be held on August 31, 2021 and any adjournment(s) thereof to consider
and to vote on the Arrangement Resolution and other matters as further described in this Information Circular;
"MI 61-101" means Multilateral Instrument 61-101 – Protection of Minority Security Holders in Special Transactions;
"MMBtu" means million British thermal units;
"MMcf" means one million cubic feet;
"MMcf/d" means one million cubic feet per day;
"MSA" means management and operating services agreement between Perpetual and Rubellite pursuant to which Perpetual will
provide administrative, operational and other services to Rubellite;
"Non-Brokered Private Placement" means the non-brokered private placement of Rubellite Common Shares in conjunction with
the Arrangement of a minimum of 5.225 million Rubellite Common Shares to certain officers and members of the Rubellite Board,
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AIMCo, and other strategic subscribers as determined by Perpetual and its respective associates and affiliates and up to a
maximum of 10.0 million Rubellite Common Shares at a price of $2.00 per Rubellite Common Share;
"Non-Resident" means a person who is not resident in Canada for purposes of the Tax Act;
"Notice of Meeting" means the Notice of Special Meeting which accompanies this Information Circular;
"Notice of Originating Application" means the Notice of Originating Application by Perpetual and Rubellite to the Court, which
accompanies this Information Circular, for the Final Order;
"Odyssey" means Odyssey Trust Company, a trust company existing under the laws of Canada;
"PEI-Clearwater Co Note" means an unsecured demand promissory note to be issued under the Arrangement having a principal
amount equal to the aggregate repurchase price of $2.64 million for Common Shares repurchased pursuant to subsection 2.2(j) of
the Plan of Arrangement, which bears interest only after demand at a rate of 10% per annum;
"PEI-197Co Note" means a demand grid promissory note in the initial principal amount of $5.6 million, plus interest at a rate of
10% per annum, secured against the 197Co Figure Lake Assets;
"Perpetual" means Perpetual Energy Inc. and, where the context requires, refers collectively to Perpetual and subsidiaries and
partnerships directly and indirectly owned by it;
"Peters & Co." or the "Agent" shall mean Peters & Co. Limited;
"PFIC" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations – U.S. Federal
Income Tax Consequences to U.S. Holders Related to the Ownership and Disposition of Rubellite Common Shares - Passive
Foreign Investment Company Rules";
"PFIC Rules" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations – U.S. Federal
Income Tax Consequences to U.S. Holders Related to the Ownership and Disposition of Rubellite Common Shares – Passive
Foreign Investment Company Rules";
"Plan of Arrangement" means the plan of arrangement attached as Schedule 1 to the Arrangement Agreement which is attached
as Appendix C to this Information Circular, as amended or supplemented from time to time in accordance with the Arrangement
Agreement;
"Post-Consolidation Common Share" means a common share of Perpetual outstanding after giving effect to the Consolidation
under the Plan of Arrangement;
"Post-Split Common Share" means a common share of Perpetual outstanding after giving effect to the Split;
"POT" means Perpetual Operating Trust;
"Pre-Consolidation Common Share" means a common share of Perpetual outstanding prior to giving effect to the Consolidation;
"QEF Election" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations – U.S.
Federal Income Tax Consequences to U.S. Holders Related to the Ownership and Disposition of Rubellite Common Shares –
Passive Foreign Investment Company Rules";
"Ratio" means the basis on which the Common Shares are consolidated pursuant to the Plan of Arrangement, which Ratio shall
be in the range of 500 to 1,000 Pre-Consolidation Common Shares to one (1) Post-Consolidation Common Share and be
determined by Perpetual in advance of the Effective Date in its sole discretion;
"Recapitalization" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations – U.S.
Federal Income Tax Consequences of the Arrangement – Consolidation of Common Shares";
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"Registrar" means the Registrar of Corporations or a Deputy Registrar of Corporations duly appointed under Section 263 of the
ABCA;
"Regulation S" means Regulation S adopted by the SEC under the 1933 Act;
"Release Date" means the date on which the Escrow Condition is satisfied;
"Release Notice" means the notice provided by Rubellite to Odyssey, substantially in the form set forth in Schedule "B" to the
Rubellite Subscription Receipt Agreement, executed by Rubellite and acknowledged by the Agent, confirming that the Release
Date has occurred;
"Remaining Fraction" means the fraction of a Common Share remaining after the transfer of the Exchange Fraction pursuant to
subsection 2.2(e) of the Plan of Arrangement, being equal to one minus the Exchange Fraction;
"Resident" means a person who is resident in Canada for purposes of the Tax Act;
"Rubellite" means Rubellite Energy Inc.;
"Rubellite Awards" means, collectively, the Rubellite DSUs, Rubellite Options and Rubellite Share Units;
"Rubellite Board" means the board of directors of Rubellite;
"Rubellite Common Shares" or "Rubellite Shares" means common shares in the capital of Rubellite;
"Rubellite Credit Facilities" has the meaning set out under the heading "The Arrangement – Description of Certain Other
Transactions – Rubellite Credit Facilities";
"Rubellite DSUs" means the deferred share units issuable to eligible participants under the Rubellite Incentive Plan;
"Rubellite Incentive Plan" means the proposed rolling long-term omnibus equity incentive plan of Rubellite in the form set out as
Appendix E to this Information Circular;
"Rubellite Options" means the share options issuable to eligible participants under the Rubellite Incentive Plan;
"Rubellite Share Purchase Options" means the 4.0 million share purchase options granted to Perpetual in connection with the
Acquisition to purchase 4.0 million Rubellite Common Shares at a price of $3.00 per share for a period of five years;
"Rubellite Share Units" means the share units issuable to eligible participants under the Rubellite Incentive Plan;
"Rubellite Shareholders" means the holders of Rubellite Shares and "Rubellite Shareholder" means any one of them;
"Rubellite Subscription Receipt Agreement" means the subscription receipt agreement dated July 13, 2021 among Rubellite,
Peters & Co. and Odyssey establishing the terms of the Rubellite Subscription Receipts;
"Rubellite Subscription Receipts" means the subscription receipts of Rubellite issued pursuant the Rubellite Subscription Receipt
Agreement, entitling the holder thereof to either: (i) receive one Rubellite Common Share without additional consideration or further
action if the Escrow Condition is satisfied on or before the Escrow Release Deadline; or (ii) have the aggregate subscription price
of the Rubellite Subscription Receipts returned together with the pro rata accrued interest on the Escrowed Funds up to but
excluding the date on which a Termination Event occurs less applicable withholding taxes;
"Rubellite Warrant Indenture" means the warrant indenture to be entered into on the Effective Date between Rubellite and the
Warrant Agent, establishing the terms of the Rubellite Warrants and under which the Rubellite Warrants will be issued;
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"Rubellite Warrant Shares" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations
– U.S. Federal Income Tax Consequences of the Arrangement – Issuance, Exercise, Disposition and Expiration of Rubellite
Warrants";
"Rubellite Warrants" means the share purchase warrants of Rubellite to be issued under the Arrangement, entitling the holders
thereof to purchase Rubellite Common Shares at a price of $2.00 per share and having the other terms described herein;
"Seaton-Jordan" means Seaton-Jordan & Associates Ltd. independent consultants of Calgary, Alberta;
"Seaton-Jordan Undeveloped Land Assessment" means the independent evaluation dated June 18, 2021 and prepared by
Seaton-Jordan as of June 15, 2021, evaluating the fair market value of the lands not assigned reserves in the McDaniel Rubellite
Report;
"SEC" means the United States Securities and Exchange Commission;
"Share Capital Amendments" means the Consolidation and Split;
"Share Exchange" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations – U.S.
Federal Income Tax Consequences of the Arrangement – Fractions of Common Shares Exchanged for Rubellite Common Shares";
"Shareholders" means the holders of Common Shares and "Shareholder" means any one of them;
"Special Committee" means the committee of the board of directors of Perpetual comprised of independent board members;
"Split" means the split of the Post-Consolidation Common Shares pursuant to the Plan of Arrangement;
"Standby Agreement" means the standby purchase agreement among Rubellite, Perpetual and Dreamworks dated as of July 15,
2021 in respect of the commitments by Dreamworks in respect of the Non-Brokered Private Placement and the Rubellite Warrants;
"Subsidiary PFIC" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations – U.S.
Federal Income Tax Consequences to U.S. Holders Related to the Ownership and Disposition of Rubellite Common Shares –
Passive Foreign Investment Company Rules";
"Tax Act" means the Income Tax Act (Canada), as amended, including the regulations promulgated thereunder;
"Tcf" means one trillion cubic feet;
"Termination Event" means any of the following: (i) the failure to satisfy the Escrow Condition and deliver the Release Notice to
Odyssey, as subscription receipt agent, on or before the Escrow Release Deadline; (ii) prior to the Escrow Release Deadline, the
Arrangement Agreement and/or the Acquisition Agreements is terminated at any time in accordance with their respective terms;
or (iii) prior to the Escrow Release Deadline, Rubellite advises the Agent or formally announces to the public by way of a press
release or otherwise that it does not intend to proceed with the Arrangement and/or the Acquisition;
"Transactions" means, collectively, the Financings, the Acquisition and the Arrangement;
"TSX" means TSX Inc., carrying on business as the Toronto Stock Exchange;
"Treasury Regulations" means the provisions of existing final and temporary regulations promulgated under the Code;
"Treaty" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations";
"U.S. Holder" has the meaning set out under the heading "Certain United States Federal Income Tax Considerations";
"U.S. Person" means a U.S. person as defined in Rule 902(k) of Regulation S under the 1933 Act, including, but not limited to,
any natural person resident in the United States;
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"U.S. Shareholder" or "United States Shareholder" means any Shareholder who is, at the Effective Time, either in the United
States or a U.S. Person;
"U.S. Warrantholder" means any holder of Rubellite Warrants who is either in the United States or a U.S. Person;
"United States" or "U.S." means the United States, as defined in Rule 902(l) under Regulation S under the 1933 Act;
"Warrant Agent" means Odyssey Trust Company, the trustee appointed by Rubellite pursuant to the Rubellite Warrant Indenture;
"$000s" means thousands of dollars;
"1933 Act" means the United States Securities Act of 1933, as amended; and "1934 Act" means the United States Securities
Exchange Act of 1934, as amended;
"197Co" means 1974918 Alberta Ltd., a corporation owned by Dreamworks and controlled by Sue Riddell Rose;
"197Co Figure Lake Assets" means the 99% beneficial interest in the Figure Lake Assets acquired by Perpetual from 197Co
under the 197Co Transaction; and
"197Co Transaction" means the exercise of the option held by Perpetual in the 197Co Figure Lake Assets to acquire from 197Co
the 197Co Figure Lake Assets pursuant to the Figure Lake Option Exercise Agreement.
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SUMMARY INFORMATION
The following is a summary of certain information contained elsewhere in this Information Circular, including the Appendices hereto,
and is qualified in its entirety by reference to the more detailed information contained or referred to elsewhere in this Information
Circular, including the Appendices hereto. Capitalized terms used in this summary are defined in the "Glossary of Terms and
Abbreviations".
Shareholders' Meeting
The Meeting will be held virtually via live audio cast that Shareholders will telephone into at 9:00 a.m. (Calgary time) on August 31,
2021. The primary purpose of the Meeting is for the Shareholders to: (i) consider and approve the Arrangement; and (ii) consider
and approve the Rubellite Incentive Plan, all as more particularly described in this Information Circular.
How to Phone into the Meeting
Dial–in numbers for participants joining:
Participant / Guest (Toll-Free): 877-407-8037
Participant / Guest (Toll): 201-689-8037
The Arrangement
Description of the Arrangement
The Arrangement is intended to create a new public corporation initially owned by Perpetual and its Shareholders which would
own oil and gas interests in the Clearwater play currently owned by Rubellite, with the Shareholders being given the opportunity to
participate in the initial financing of the new corporation. The officers of Rubellite initially will consist of certain senior officers of
Perpetual, including Sue Riddell Rose as President and Chief Executive Officer and Ryan Shay as Vice President, Finance and
Chief Financial Officer of Rubellite. Perpetual initially will provide administrative and operational services to Rubellite.
Pursuant to the Arrangement, Shareholders will receive Rubellite Shares and Rubellite Warrants. Under the terms of the
Arrangement, for every 46 Common Shares held, Shareholders (other than Consolidated Shareholders and Dissenting
Shareholders) will receive 1 Rubellite Common Share and 12 Rubellite Warrants. Each Rubellite Warrant will entitle the holder to
subscribe for one Rubellite Common Share at a price of $2.00 per share. The Rubellite Warrants effectively provide for a "rights
offering" whereby Shareholders will have the equal opportunity to purchase additional Rubellite Common Shares. Rubellite will
raise approximately $33.4 million through the exercise of the Rubellite Warrants (the "Arrangement Warrant Financing"), which
is fully backstopped by the Standby Agreement. Dreamworks is not entitled to any standby fee or other benefit in connection with
the Standby Agreement. Upon closing, the Arrangement Warrant Financing will raise approximately $33.4 million in Rubellite
equity.
There are certain requirements that will need to be followed in order for holders of Rubellite Warrants to purchase
Rubellite Common Shares. See "Information Concerning Rubellite and the Rubellite Warrants – Exercise of Rubellite
Warrants for Rubellite Shares".
As a step in the Arrangement prior to the issuance of Rubellite Shares and Rubellite Warrants, Perpetual will consolidate the
Common Shares on the basis of between 500 and 1,000 Pre-Consolidation Common Shares to 1 Post-Consolidation Common
Share and subsequently will split the Common Shares at the same Ratio. The Ratio will be determined and press released prior
to the Meeting. Shareholders who own a number of Common Shares less than the Ratio will be paid in cash, based on the Common
Share Weighted Average Trading Price prior to the Effective Date. Perpetual has a large number of Shareholders owning less than
the Ratio and this odd lot consolidation provides those Shareholders with the opportunity for liquidity they would otherwise not
have on a cost efficient basis (subject to the condition of the lenders of Perpetual that payments made pursuant to the Consolidation
and in respect of Dissenting Shareholders may not exceed $750,000). See "Share Capital Amendments".
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By approving the Arrangement, Shareholders will also be ratifying and approving the price per Rubellite Common Share of $2.00,
which price per share was established by the Special Committee and further described in this Information Circular under the
heading "Potential Valuation Range of the Clearwater Assets and the $2.00 Price per Rubellite Common Share".
Arrangement Steps
The Arrangement involves a number of steps which will be deemed to occur sequentially. The Arrangement Agreement is attached
to this Information Circular as Appendix C. Perpetual encourages you to read the Arrangement Agreement as it is the agreement
that governs the Arrangement. See "The Arrangement – The Arrangement Agreement". The Plan of Arrangement is attached to
this Information Circular as Schedule A to the Arrangement Agreement. Perpetual also encourages you to read the Plan of
Arrangement.
Background to the Arrangement
The terms of the Transactions were the result of Perpetual's discussions and negotiations with representatives of AIMCo,
Perpetual's first lien lenders, Peters & Co., Freehold Royalties Ltd. and other third parties and their representatives. The Information
Circular contains a summary of the rationale and the events Perpetual undertook to pursue the Transactions. See "The
Arrangement – Background to the Arrangement".
Reasons for the Arrangement
Perpetual believes that the Arrangement will (i) create the appropriate structure to fund the exploration and development activities
for the Clearwater Assets, (ii) establish liquidity to meet Perpetual's debt maturities and obligations as they become due and fund
Perpetual's value-adding opportunities at Edson and Mannville along with other new ventures, (iii) provide greater aggregate
access to capital to fund the growth of the businesses of each of Perpetual and Rubellite, (iv) better align the risks and returns
from Perpetual's current assets and provide Shareholders with the ability to determine their participation in such assets through
their holdings of Common Shares and Rubellite Common Shares, and (v) enhance value for Shareholders in both the short and
long term.
Approval of Shareholders Required for the Arrangement
Pursuant to the Interim Order, the Arrangement Resolution must be approved by at least two-thirds of the votes cast by the
Shareholders present in person (virtually) or by proxy at the Meeting.
Recommendation of the Board of Directors
The board of directors of Perpetual has unanimously approved the Transactions and recommends Shareholders vote in
favour of the Arrangement Resolution.
The board of directors of Perpetual, based upon its consideration of, among other things, the Fairness Presentation and the
recommendation of the Special Committee, unanimously determined that the Transactions are fair to the Shareholders and the
Transactions are in the best interests of Perpetual and its stakeholders and authorizes the submission of the Arrangement
Resolution to the Shareholders for their approval at the Meeting and recommends that the Shareholders vote in favour of the
Transactions, through the approval of the Arrangement Resolution, and unanimously approves the Transactions.
All the directors and officers of Perpetual, and certain entities controlled by Sue Riddell Rose, holding approximately 44.7% of the
outstanding Common Shares, have indicated their intention to vote their Common Shares in favor of the Arrangement Resolution.
In addition, AIMCo, holding approximately 4.0% of the outstanding Common Shares, has committed to vote its Common Shares
in favour of the Arrangement Resolution and fully exercise the Rubellite Warrants it receives under the Plan of Arrangement,
subject to the terms of the AIMCo Debt Settlement Agreement.
Final Order
Implementation of the Arrangement requires the satisfaction of several conditions and the approval of the Court. An application for
the Final Order approving the Arrangement is expected to be made before a Justice of the Court of Queen's Bench of Alberta at
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the Edmonton Law Courts, 1A Sir Winston Churchill Square, Edmonton, Alberta, Canada, or via video conference, if necessary,
on August 31, 2021 at 11:00 a.m. (Calgary time). On the application, the Court will consider the fairness of the Arrangement.
Timing
If the Final Order is obtained on August 31, 2021 in form and substance satisfactory to Perpetual, and all other conditions set forth
in the Arrangement Agreement are satisfied, Perpetual expects the Effective Date will be on or about August 31, 2021.
Procedure for Shareholders to obtain consideration under the Arrangement
Procedure for Distribution of Certificates
For each registered Shareholder, accompanying this Information Circular is a Letter of Transmittal. Perpetual has enclosed an
envelope with the meeting materials in order to assist registered Shareholders with returning Letters of Transmittal and related
documents to Odyssey, as depositary under the Arrangement.
In order for a registered Shareholder to receive the Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants
or Consolidation Consideration each registered Shareholder is entitled to under the Arrangement, such registered Shareholder
must deposit the certificate(s) representing his, her or its Common Shares or applicable DRS Statement(s) with Odyssey, as
depositary. The Letter of Transmittal, properly completed and duly executed, together with all other documents and instruments
referred to in the Letter of Transmittal or reasonably requested by Odyssey or Perpetual, must accompany all certificates or DRS
Statements for Common Shares deposited for the entitlement pursuant to the Arrangement.
The Letter of Transmittal contains procedural information relating to the Arrangement and should be reviewed carefully. In all
cases, issuance of the Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or cheques representing the
Consolidation Consideration will be made only after timely receipt by Odyssey of a duly completed and signed Letter of Transmittal,
together with certificates representing such Common Shares or applicable DRS Statements and such other documents and
instruments referred to in the Letter of Transmittal or as Odyssey or Perpetual may require from time to time, acting reasonably.
Odyssey will issue the Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or cheque representing the
Consolidation Consideration a registered Shareholder is entitled to receive in accordance with the instructions in the Letter of
Transmittal. Perpetual reserves the right, if it so elects in its absolute discretion, to instruct Odyssey to waive any irregularity
contained in any Letter of Transmittal received by Odyssey. As soon as practicable following the later of the Effective Date and the
deposit of the Common Shares, including delivery of the Letter of Transmittal, certificates and other corresponding documents
required from the Shareholder, Odyssey shall forward the Post-Split Common Shares, Rubellite Common Shares and Rubellite
Warrants or cheque representing Consolidation Consideration to which such Shareholder is entitled to in accordance with the
Arrangement and the instructions in the Letter of Transmittal.
The Rubellite Warrants will expire 29 days following the completion of the Arrangement, which if completed on August
31, 2021, would result in an Expiry Date of September 29, 2021. Shareholders who fail to deliver validly completed and
duly executed Letters of Transmittal to the Depositary sufficiently ahead of the Expiry Date risk losing the opportunity to
exercise the Rubellite Warrants. Shareholders are urged to deliver validly completed and duly executed Letters of
Transmittal ahead of the Effective Date to ensure ample time to exercise their Rubellite Warrants.
Any non-registered Shareholder whose Common Shares are registered in the name of a broker, investment dealer, bank, trust
corporation, trustee or other nominee should contact that nominee for assistance in depositing such Common Shares and should
follow the instructions of such nominee in order to deposit such Common Shares with Odyssey.
The method used to deliver a Letter of Transmittal and any accompanying certificates and other relevant documents, if any, is at
the option and risk of the relevant Shareholder. Delivery will be deemed effective only when such documents are actually received
by Odyssey at the address set out in the Letter of Transmittal. Perpetual recommends that the necessary documentation be hand
delivered to Odyssey and a receipt obtained; otherwise, the use of registered mail with return receipt requested, properly insured,
is recommended. Under no circumstances will interest consideration to be issued in connection with the Arrangement accrue or
be paid by Perpetual, Rubellite or Odyssey to persons delivering a Letter of Transmittal in connection with the Arrangement,
regardless of any delay in making such payment. Certificates representing Common Shares will be forwarded by first class mail to
the addresses supplied in the Letter of Transmittal, if any, or to the address of the registered Shareholder as last shown on record
with Perpetual, or held at the Odyssey office set out in the Letter of Transmittal for pick-up. Delivery of such certificates representing
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Common Shares in accordance with a Shareholder's instructions in the Letter of Transmittal will be deemed to constitute receipt
by such Shareholder.
In the event any certificate which immediately prior to the Effective Time represented one or more outstanding Common Shares
that were transferred or surrendered pursuant to the Arrangement shall have been lost, stolen or destroyed, then the Letter of
Transmittal should be completed as fully as possible and forwarded, together with a letter describing the loss, to Odyssey. Upon
making of an affidavit of that fact that such certificate has been lost, stolen or destroyed by the registered Shareholder of such
Common Shares and the receipt by Odyssey of a Letter of Transmittal and any other documents Odyssey requires, Odyssey will
issue in exchange for such lost, stolen or destroyed certificate, the Post-Split Common Shares, Rubellite Common Shares and
Rubellite Warrants or cheque representing the Consolidation Consideration to which such Shareholder is entitled to receive in
accordance with the Arrangement and the instructions in the Letter of Transmittal.
When authorizing such replacement in relation to any lost, stolen or destroyed certificate, the registered Shareholder to whom the
payment is made will, as a condition precedent to the delivery of such entitlement, be required to give a bond satisfactory to
Perpetual, Rubellite and Odyssey, as depositary, in such sum as Perpetual, Rubellite and Odyssey may direct or otherwise
indemnify Perpetual, Rubellite and Odyssey in a manner satisfactory to Perpetual, Rubellite and Odyssey against any claim that
may be made against Perpetual, Rubellite and Odyssey with respect to the certificate alleged to have been lost, stolen or destroyed.
After the Effective Time, a Common Share certificate will continue to be valid and represent the number of Post-Split Common
Shares. However no Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or cheque representing
Consolidation Consideration can be issued to the holder of Common Shares until such holder has tendered a Letter of Transmittal
to Odyssey.
Fractions
Fractional Rubellite Common Shares will not be issued. Under the Arrangement, the aggregate number of Rubellite Common
Shares to be received by a registered Shareholder (other than Dissenting Shareholders and Consolidated Shareholders) will
effectively be rounded to the nearest whole number (with fractions equal to exactly 0.5 being rounded up), with a minimum of one
(1) Rubellite Common Share being issued to each registered Shareholder. Shareholders will receive twelve (12) Rubellite Warrants
for each Rubellite Common Share received pursuant to the Arrangement.
Share Capital Amendments
Perpetual has a large number of Shareholders holding small and odd-lot holdings of Common Shares. Perpetual intends to
undertake the Share Capital Amendments as part of the Plan of Arrangement in order to purchase small holdings of Common
Shares and provide for the opportunity for liquidity to the holders of small Common Share positions who would otherwise not have
liquidity on a cost efficient basis.
Under the Plan of Arrangement, prior to the issuance of the Rubellite Common Shares and Rubellite Warrants, the Common
Shares (other than Dissent Shares) will undergo the Consolidation at the Ratio. Following the Consolidation, any holder of less
than one Post-Consolidation Common Share will cease to hold Common Shares and will be entitled to be paid the Consolidation
Consideration (subject to the condition of the lenders of Perpetual that payments made pursuant to the Consolidation and in respect
of Dissenting Shareholders may not exceed $750,000).
Immediately following the Consolidation, the Post-Consolidation Common Shares will undergo the Split on the same basis as the
Consolidation such that following the Split, all Shareholders (other than Dissenting Shareholders and Consolidated Shareholders)
will own the same number of Post-Split Common Shares as they held Pre-Consolidation Common Shares.
The result of the Share Capital Amendments is that any Shareholder who holds less Common Shares than the Ratio will cease to
hold Common Shares and will be entitled to the Consolidation Consideration. The payment of the Consolidation Consideration will
be made in exchange for the cancellation of the Common Shares.
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Stock Exchange Listing Approvals
It is a condition to the completion of the Arrangement that the TSX shall have conditionally approved the listing of the Rubellite
Common Shares and Rubellite Warrants issuable under the Arrangement and the Rubellite Common Shares issuable upon
exercise of the Rubellite Warrants. If such conditional listing approvals are obtained, listing will be subject to Rubellite fulfilling all
of the original listing requirements of the TSX. If such original listing requirements are fulfilled by Rubellite, the Rubellite Common
Shares and Rubellite Warrants issuable under the Arrangement are expected to commence trading on the TSX shortly after the
closing of the Arrangement. The conditional listing approvals have not been obtained at this time and there is no assurance that
such conditional listing approvals will be obtained.
Description of Certain Other Transactions
Perpetual and Rubellite have completed and will complete certain other transactions in addition to the Arrangement, including: (i)
transactions in respect of the Clearwater Assets, which include: (A) the 197Co Transaction; (B) the Acquisition; (C) the Figure Lake
GORR Financing; and (D) the MSA; (ii) transactions in respect of the Financings, which include: (A) the Brokered Private
Placement; (B) the Non-Brokered Private Placement; (C) the Arrangement Warrant Financing; and (D) the Standby Agreement;
and (iii) transactions in respect of the credit facilities of Perpetual and Rubellite, which include: (A) the AIMCo Debt Settlement
Agreement; (B) the Rubellite Credit Facilities; and (C) the First Lien Credit Facility.
As a condition of their approval of the Transactions, Perpetual's first lien lenders have: (i) limited the aggregate cash
payments which may be made pursuant to the Consolidation and in respect of Dissenting Shareholders (if any) to
$750,000; and (ii) required that the net cash proceeds to be received by Perpetual from the transactions contemplated by
the Arrangement to be at least $53,200,000 plus the amount of financial assistance provided by Perpetual to Rubellite
after Rubellite has ceased to be a direct or indirect wholly-owned subsidiary of Perpetual.
See "The Arrangement – Description of Certain Other Transactions" for additional details.
Certain Canadian Federal Income Tax Considerations
This Information Circular contains a summary of certain Canadian federal income tax considerations generally applicable to certain
Shareholders who, under the Arrangement, ultimately own Rubellite Common Shares and Rubellite Warrants, or in the case of the
Consolidated Shareholders, receive Consolidation Consideration. The following comments are qualified in their entirety by that
summary. See the discussion under the section entitled "The Arrangement – Certain Canadian Federal Income Tax
Considerations".
For a Shareholder who is not a Dissenting Shareholder, the exchange of a fraction of a Common Share for a fraction of a Rubellite
Common Share and the issuance of Rubellite Warrants under the Arrangement generally should not result in the Shareholder
being liable for Canadian federal income tax.
Based upon the information contained in this Information Circular and representations by management of Perpetual and Rubellite,
the Common Shares, Rubellite Common Shares and Rubellite Warrants will be qualified investments for Exempt Plans.
Certain United States Federal Income Tax Considerations
This Information Circular contains a summary of certain United States federal income tax considerations generally applicable to
U.S. Holders who, under the Arrangement, ultimately own Rubellite Common Shares and Rubellite Warrants, or in the case of the
Consolidated Shareholders, receive Consolidation Consideration. The following comments are qualified in their entirety by that
summary. See "The Arrangement – Certain United States Federal Income Tax Considerations".
For a U.S. Holder who is not a Dissenting Shareholder, the exchange of a fraction of a Common Share for a fraction of a Rubellite
Common Share and the grant of Rubellite Warrants under the Arrangement may result in the U.S. Holder recognizing taxable
income or gain for United States federal income tax purposes.
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Other Tax Considerations
This Information Circular does not address any tax considerations of the Arrangement other than certain Canadian and United
States federal income tax considerations. Shareholders who are resident in jurisdictions other than Canada or the United States
should consult their tax advisors with respect to the tax implications of the Arrangement, including any associated filing
requirements, in such jurisdictions. Shareholders also should consult their own tax advisors regarding Canadian provincial or
territorial tax considerations applicable to the Arrangement.
Description of Rubellite
Rubellite's Business
Rubellite will initially be exclusively focused on Clearwater oil exploration and development utilizing multi-lateral horizontal drilling
technology. The Clearwater is a high rate of return play with compelling economics at current forward market prices for Western
Canadian Select crude oil. Rubellite acquired the Clearwater Assets from Perpetual pursuant to the Acquisition. The Clearwater
Assets comprise 104.5 net sections of acreage highly prospective for heavy crude oil in the Clearwater formation with over 370
identified multi-lateral drilling locations. For further information regarding Rubellite's business and the Clearwater Assets, see
"Information Concerning Rubellite and the Rubellite Warrants – Description of Rubellite".
Directors and Management
There are expected to be five directors of Rubellite following completion of the Arrangement, with at least three of such directors
being independent. Sue Riddell Rose and Ryan Shay are currently directors of Rubellite, and it is anticipated that Tamara
MacDonald, Bruce Shultz and Holly Benson will each be appointed as a director prior to or contemporaneous with the completion
of the Arrangement.
The officers of Rubellite initially will consist of certain senior officers of Perpetual, including Sue Riddell Rose as President and
Chief Executive Officer and Ryan Shay as Vice President, Finance and Chief Financial Officer of Rubellite who are expected to
allocate their time and attention between Perpetual and Rubellite on a 70/30% basis, respectively. Following completion of the
Arrangement, Perpetual will manage Rubellite cost-effectively through the MSA. See "Description of Certain Other Transactions –
Clearwater Assets Transactions – The Management Services Agreement".
Ownership of Rubellite
Upon completion of the Arrangement and the Financings, Rubellite will have approximately 39.0 million Rubellite Common Shares
outstanding. AIMCo will own approximately 9.3% of the Rubellite Common Shares and ownership by Dreamworks and other
entities controlled by Sue Riddell Rose will be between: (A) 27%, in the event that (i) nil Rubellite Warrants are exercised by
Dreamworks pursuant to the Standby Agreement, (ii) Sue Riddell Rose (or entities controlled by Sue Riddell Rose) exercises all
Rubellite Warrants received as a Shareholder under the Arrangement but does not oversubscribe for any additional Rubellite
Warrants per the Additional Subscription Privilege; (iii) Sue Riddell Rose participates for $6.0 million of the $10.5 million NonBrokered Private Placement, and (iv) the Non-Brokered Private Placement is not expanded beyond $10.5 million; and (B) 49%, in
the event that (i) no Shareholders (other than AIMCo and Ryan Shay, Vice President, Finance and Chief Financial Officer of
Perpetual and Rubellite) exercise Rubellite Warrants and all outstanding Rubellite Warrants (exclusive of those exercised by
AIMCo and Mr. Shay) are exercised by Dreamworks pursuant to the Standby Agreement, (ii) Sue Riddell Rose participates for
$6.0 million of the $10.5 million Non-Brokered Private Placement, and (iii) the Non-Brokered Private Placement is not expanded
beyond $10.5 million.
Description of the Rubellite Warrants
The Rubellite Warrants will be issued under the Rubellite Warrant Indenture. Each Rubellite Warrant will entitle the holder thereof
to acquire, at the holder's option one Rubellite Common Share at a price of $2.00. The Rubellite Warrants will be exercisable until
the Expiry Date.
A holder of Rubellite Warrants may exercise such warrants to receive the resulting number of Rubellite Common Shares by
forwarding the exercise form in respect of the Basic Subscription Right (as defined below) and the aggregate subscription price for
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the Rubellite Common Shares so exercised in accordance with the terms and conditions of the Rubellite Warrants to the Warrant
Agent. The aggregate subscription price is payable in Canadian funds by certified cheque, bank draft or money order drawn to the
order of Rubellite Energy Inc. The entire aggregate subscription price for the Rubellite Common Shares must be paid at the time
of subscription and must be received by the Warrant Agent prior to the Expiry Time.
Subscriptions for Rubellite Common Shares made pursuant to the Rubellite Warrant certificates will be irrevocable and subscribers
will be unable to withdraw their subscriptions for Rubellite Common Shares once submitted. Each holder of Rubellite Warrants that
subscribes for all of the Rubellite Common Shares to which such holder is entitled (the "Basic Subscription Right") may, at any
time before the Expiry Date, subscribe for additional Rubellite Common Shares ("Additional Rubellite Common Shares"), if
available, at $2.00 per share (the "Additional Subscription Privilege"). Holders of Rubellite Warrants must exercise all of their
Rubellite Warrants under the Basic Subscription Right to be eligible for the Additional Subscription Privilege.
The aggregate number of Additional Rubellite Common Shares available under the Additional Subscription Privilege will be the
difference between the total number of Rubellite Common Shares issuable upon full exercise of the Rubellite Warrants pursuant
to the Basic Subscription Right and the total number of Rubellite Common Shares actually subscribed and paid for prior to the
Expiry Time. Subscriptions for Additional Rubellite Common Shares will be received subject to allotment only and the number of
Additional Rubellite Common Shares, if any, which may be allotted to each subscriber will be equal to the lesser of: (a) the number
of Additional Rubellite Common Shares which that subscriber has subscribed for under the Additional Subscription Privilege, and
(b) the product (disregarding fractions) obtained by multiplying the number of available Additional Rubellite Common Shares by a
fraction, the numerator of which is the number of Rubellite Warrants exercised by that subscriber under the Basic Subscription
Right and the denominator of which is the aggregate number of Rubellite Warrants exercised under the Basic Subscription Right
by holders of Rubellite Warrants that have subscribed for Additional Rubellite Common Shares pursuant to the Additional
Subscription Privilege. If any holder of Rubellite Warrants has subscribed for fewer Additional Rubellite Common Shares than such
holder's pro rata allotment of Additional Rubellite Common Shares, the excess Additional Rubellite Common Shares will be allotted
in a similar manner among the holders who were allotted fewer Additional Rubellite Common Shares than they subscribed for.
Pursuant to the Standby Agreement, any Rubellite Warrants not otherwise exercised by holders of Rubellite Warrants pursuant to
the Basic Subscription Right and/or the Additional Subscription Privilege shall be exercised by an entity owned and controlled by
Sue Riddell Rose such that all Rubellite Warrants are exercised on the Expiry Date.
See "The Arrangement – Rubellite Warrants".
Restrictions on Exercise of Rubellite Warrants by U.S. Warrantholders
The Rubellite Warrants may be exercised only by a holder who represents that at the time of exercise the holder is not then located
in the United States, is not a U.S. Person, and is not exercising the Rubellite Warrants for the account or benefit of a U.S. Person
or a person in the United States, unless the holder provides a legal opinion or other evidence reasonably satisfactory to Rubellite
to the effect that the exercise of the Rubellite Warrants does not require registration under the 1933 Act or state securities laws.
Exercise of Rubellite Warrants for Rubellite Common Shares
In order to exercise Rubellite Warrants to purchase Rubellite Common Shares, a subscription form must be completed by the
registered holder of the Rubellite Warrants setting forth certain information relating to, and containing representations and
covenants by or on behalf of, the beneficial purchaser of the Rubellite Common Shares. Any Rubellite Warrants held through a
broker or other participant in a book-entry system (that is, where the Rubellite Warrants are registered in the name of a depositary
or its nominee) will not be able to be exercised for Rubellite Common Shares since the Depositary will not be in a position to
provide the requisite information, representations and covenants. Accordingly, in order for a beneficial owner of Rubellite Warrants
which are held under a book-entry system to purchase Rubellite Common Shares, such owner must make arrangements with the
broker or other participant through whom the Rubellite Warrants are held to have the Rubellite Warrants withdrawn from the bookentry system and registered in the name of the beneficial owner or another party who can properly exercise the Rubellite Warrants
(which may be the owner's broker), in sufficient time prior to the Expiry Date to permit such exercise.
Beneficial owners of Rubellite Warrants which are not registered in the owner's name and who wish to exercise their
Rubellite Warrants for Rubellite Common Shares should contact their broker or other person through whom their
Rubellite Warrants are held as soon as possible to ensure that all necessary steps are taken and information provided in
order for the Rubellite Warrants to be properly exercised.
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THE ARRANGEMENT
Summary Description of the Arrangement
The Arrangement is intended to create a new public corporation initially owned by Perpetual and its Shareholders which would
own oil and gas interests in the Clearwater play currently owned by Rubellite, with the Shareholders being given the opportunity to
participate in the initial financing of the new corporation. The officers of Rubellite initially will consist of certain senior officers of
Perpetual, including Sue Riddell Rose as President and Chief Executive Officer and Ryan Shay as Vice President, Finance and
Chief Financial Officer of Rubellite. Perpetual initially will provide administrative and operational services to Rubellite in accordance
with the MSA.
Pursuant to the Arrangement, Shareholders will receive Rubellite Shares and Rubellite Warrants. Under the terms of the
Arrangement, for every 46 Common Shares held, Shareholders (other than Consolidated Shareholders and Dissenting
Shareholders) will receive 1 Rubellite Common Share and 12 Rubellite Warrants. Each Rubellite Warrant will entitle the holder to
subscribe for one Rubellite Common Share at a price of $2.00 per share. The Rubellite Warrants effectively provide for a "rights
offering" whereby Shareholders will have the equal opportunity to purchase additional Rubellite Common Shares. Rubellite will
raise approximately $33.4 million through the exercise of the Rubellite Warrants, which is fully backstopped by the Standby
Agreement. Dreamworks is not entitled to any standby fee or other benefit in connection with the Standby Agreement. Upon closing,
the Arrangement Warrant Financing will raise approximately $33.4 million in Rubellite equity.
There are certain requirements that will need to be followed in order for holders of Rubellite Warrants to purchase
Rubellite Common Shares. See "Information Concerning Rubellite and the Rubellite Warrants – Exercise of Rubellite
Warrants for Rubellite Shares".
As a step in the Arrangement prior to the issuance of Rubellite Shares and Rubellite Warrants, Perpetual will consolidate the
Common Shares on the basis of between 500 and 1,000 Pre-Consolidation Common Shares to 1 Post-Consolidation Common
Share and subsequently will split the Common Shares at the same Ratio. The Ratio will be determined and press released prior
to the Meeting. Shareholders who own a number of Common Shares less than the Ratio will be paid in cash, based on the Common
Share Weighted Average Trading Price prior to the Effective Date. Perpetual has a large number of Shareholders owning less than
the Ratio and this odd lot consolidation provides those Shareholders with the opportunity for liquidity they would otherwise not
have on a cost efficient basis.
By approving the Arrangement, Shareholders will also be ratifying and approving the price per Rubellite Common Share of $2.00,
which price per share was established by the Special Committee and further described in this Information Circular under the
heading "Potential Valuation Range of the Clearwater Assets and the $2.00 Price per Rubellite Common Share".
Reasons for the Arrangement
Perpetual believes that the Arrangement will (i) create the appropriate structure to fund the exploration and development activities
for the Clearwater Assets, (ii) establish liquidity to meet Perpetual's debt maturities and obligations as they become due and fund
Perpetual's value-adding opportunities at Edson and Mannville along with other new ventures, (iii) provide greater aggregate
access to capital to fund the growth of the businesses of each of Perpetual and Rubellite, (iv) better align the risks and returns
from Perpetual's current assets and provide Shareholders with the ability to determine their participation in such assets through
their holdings of Common Shares and Rubellite Common Shares, and (v) enhance value for Shareholders in both the short and
long term.
Details of the Arrangement
General
Perpetual and Rubellite have entered into the Arrangement Agreement which provides for the implementation of the Arrangement
pursuant to Section 193 of the ABCA. The Arrangement will become effective on the date of filing the Final Order and the articles
of arrangement and related documents in the form prescribed by the ABCA with the Registrar.
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The following summarizes the steps which will occur under the Plan of Arrangement on the Effective Date, if all conditions to the
implementation of the Arrangement have been satisfied or waived. The following description of steps is qualified in its entirety by
reference to the full text of the Plan of Arrangement set forth in Schedule 1 to the Arrangement Agreement which is attached as
Appendix C to this Information Circular.
At the Effective Time, the following transactions shall occur and shall be deemed to occur in the following order:
Dissenting Shareholders
(a)

Common Shares held by Dissenting Shareholders who have validly exercised their Dissent Rights shall be
deemed to have been transferred to Perpetual (free and clear of any and all encumbrances) and cancelled,
and such Dissenting Shareholders shall cease to have any rights as Shareholders, other than the right to be
paid the fair value of their Common Shares in accordance with Article 3 of the Plan of Arrangement;

Consolidation of Common Shares
(b)

the Common Shares will be consolidated on the basis of one (1) Post-Consolidation Common Share for a
range between 500 and 1,000 Pre-Consolidation Common Shares, which number will be determined by
Perpetual in advance of the Effective Date in its sole discretion;

(c)

any holder of less than one Post-Consolidation Common Share will cease to hold Common Shares and will be
entitled to be paid cash consideration equal to that number of Pre-Consolidation Common Shares held by the
holder multiplied by the Common Share Weighted Average Trading Price, rounded to the nearest whole cent;

Split of Common Shares
(d)

immediately following step (c) above, the remaining Common Shares will be split on the basis of a range
between 500 and 1,000 Post-Split Common Shares for each one Post-Consolidation Common Share, which
number will equal the range determined by Perpetual in step (c) above;

Fractions of Common Shares are Exchanged for Rubellite Common Shares
(e)

each holder of a Common Share will exchange a fraction (the "Exchange Fraction") of each issued and
outstanding Common Share (other than a Dissent Share) for a fraction of a Rubellite Common Share being
the fraction determined by dividing 1/46th of the fair market value of a Rubellite Common Share by the Common
Share Weighted Average Trading Price such that each holder of a Common Share will then have the
Remaining Fraction of a Common Share and 1/46th of a Rubellite Common Share;

(f)

an amount equal to the aggregate value of the Exchange Fractions will be added to the stated capital of the
Rubellite Common Shares;

Issuance of Rubellite Warrants
(g)

Rubellite shall issue Rubellite Warrants to all of the holders of Rubellite Common Shares, on the basis of twelve
(12) Rubellite Warrants for each Rubellite Common Share;

Change to Remaining Common Shares
(h)

the Remaining Fraction of each issued and outstanding Common Share shall be changed into one (1) Common
Share, with the result that the holders of Common Shares shall then hold the same number of Common Shares
as they held prior to the exchange set forth in (e) above;
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Cancellation of Initial Rubellite Common Shares
(i)

the three (3) issued and outstanding Rubellite Common Shares held by Perpetual shall be, and shall be
deemed to be, transferred to Rubellite in exchange for the payment by Rubellite to Perpetual of $2.00 per
Rubellite Common Share, whereupon such Rubellite Common Shares shall be cancelled;

Common Shares will be Repurchased in Exchange for the PEI-Clearwater Co Note
(j)

the Common Shares held by Rubellite will be repurchased in exchange for Perpetual issuing to Rubellite the
PEI-Clearwater Co Note;

Certain Indebtedness of Perpetual and Rubellite will be Set-Off
(k)

Perpetual and Rubellite will set-off $2.64 million (being the aggregate principal amount of the PEI-Clearwater
Co Note) of the Clearwater Co-PEI Note 1 against the PEI-Clearwater Co Note, and the remaining amount will
be evidenced by the Clearwater Co-PEI Note 2 and the Clearwater Co-PEI Note 1 will be cancelled; and

Issuance of Rubellite Shares to Perpetual
(l)

Perpetual will subscribe for the AIMCo Bonus Shares at a subscription price of $2.00 per Rubellite Common
Share in satisfaction of the AIMCo Interest Debt and such amount and the AIMCo Bonus Shares will form part
of the initial stated capital of Rubellite.

Fractional Rubellite Common Shares will not be issued. Under the Arrangement, the aggregate number of Rubellite Common
Shares to be received by a registered Shareholder will effectively be rounded to the nearest whole number (with fractions equal to
exactly 0.5 being rounded up), with a minimum of one (1) Rubellite Common Share being issued to each registered Shareholder.
Pursuant to the Plan of Arrangement, at the Expiry Time, the following transactions shall occur and be deemed to occur
concurrently:
(a)

Rubellite Common Shares will be issued for any Rubellite Warrants that have been validly exercised (including
those exercised pursuant to the terms of the AIMCo Debt Settlement Agreement) and Rubellite Common
Shares will be issued pursuant to the terms of the Standby Agreement for any remaining Rubellite Warrants
not validly exercised at the Expiry Time resulting in freely-tradeable Rubellite Common Shares being issued in
respect of all of the Rubellite Warrants; and

(b)

the Rubellite Subscription Receipts issued pursuant to the Brokered Private Placement will be converted into
freely tradeable Rubellite Common Shares.

On completion of the Arrangement (subject to the condition of the lenders of Perpetual that payments made pursuant to the
Consolidation and in respect of Dissenting Shareholders may not exceed $750,000):
•

Shareholders who own less than one Post-Consolidation Common Share will cease to hold Common Shares and will be
entitled to be paid the Consolidation Consideration;

•

the Shareholders (other than Dissenting Shareholders and Consolidated Shareholders) will continue to own the same
number of Common Shares as previously owned and will also own Rubellite Common Shares and Rubellite Warrants;
and

•

there will be approximately 2.1 million Rubellite Common Shares (inclusive of the AIMCo Bonus Shares) (the "Initial
Rubellite Capitalization Shares"), 15.0 million Rubellite Subscription Receipts, approximately 16.7 million Rubellite
Warrants (based on the number of Common Shares outstanding on August 4, 2021) and 4.0 million Rubellite Share
Purchase Options outstanding.
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Further information relating to the share ownership of Rubellite upon completion of the Arrangement and the Expiration Date is set
forth under "Ownership of Rubellite".
Release
In addition, the Arrangement further provides that on the Effective Date, the Shareholders shall forever and irrevocably release
and discharge Perpetual, Rubellite and each of their respective present and former directors, officers, employees, representatives,
advisors (including legal and financial advisors) and agents (each a "Released Party") from all present and future demands,
actions, causes of action, suits, damages, judgements, executions, expenses, obligations, liabilities and claims of any kind or
nature whatsoever (other than liabilities or claims attributable to gross negligence, fraud or willful misconduct of the applicable
Released Party as determined by the final non-appealable judgement of a court of competent jurisdiction), whether known or
unknown, matured or unmatured, or foreseen or unforeseen, based in whole or in part on any act, omission, transaction, duty,
responsibility, liability, obligation, dealing or other occurrence, arising on or prior to the Effective Date in connection with the
Common Shares, the Arrangement proceedings, the Arrangement Agreement, the Plan of Arrangement, the transactions
contemplated by the Plan of Arrangement, the business, affairs, administration and management of Perpetual and Rubellite, and
any other actions or matters related directly or indirectly to the foregoing.
Background to the Arrangement
Perpetual is in financial difficulty and is in need of new capital to refinance the imminent credit facility and term loan
maturities, fund the working capital deficit and finance the drilling of Perpetual's future development programs. The
Transactions are designed to significantly improve Perpetual's financial position and provide a "full capital solution" by
materially reducing Perpetual's debt, normalizing the balance sheet and leverage ratios, and providing the liquidity to
fund its 50% working interest share of the Edson development program while surfacing value from development of the
underfunded Clearwater Assets sold to Rubellite. The independent members of the board of directors, acting in good
faith, have unanimously determined that the terms of the Transactions are fair to the Shareholders and are in the best
interests of Perpetual and all of its stakeholders (including its Shareholders, secured and unsecured debt holders or
creditors, claimants and other stakeholders including its regulatory obligations pertaining to its abandonment and
reclamation obligations). If the Arrangement is not approved at the Meeting or not otherwise completed, Perpetual will
continue to face challenges operating on a going concern basis.
The Transactions are extremely time sensitive and subject to a number of critical deadlines which Perpetual must meet.
If there are any unforeseen delays in completing, or there is a failure to complete any or all of the Transactions (including
the Arrangement), there may be a materially adverse impact on the trading price of the Common Shares, Perpetual's
future business and operations and its ability to repay it outstanding debt obligations and Perpetual and its Shareholders
and other stakeholders (including its current, future and contingent unsecured creditors) may suffer significant damages.
In particular, if the Transactions are not completed by the end of September as presently contemplated, Perpetual’s ability
to keep pace with its joint venture operating partner at East Edson (the pace of which is not within Perpetual's control
but rather determined by such partner) may be jeopardized and value may be eroded. Moreover, if the Transactions have
not been completed by October 31, 2021, the maturity of Perpetual's First Lien Credit Facility accelerates and becomes
due on November 15, 2021 and Perpetual's second lien term loan matures on November 30, 2021. In such circumstances,
Perpetual's First Lien Credit Facility will cease to revolve, and all outstanding balances will be repayable on November
15, 2021. Failure to repay all outstanding obligations under the First Lien Credit Facility on November 15, 2021 would
trigger cross-default provisions under Perpetual's second lien credit facility and Perpetual’s third lien secured notes and
it is highly unlikely that Perpetual will be able to repay all of its outstanding debt without raising additional capital.
Perpetual's working capital may be insufficient to provide adequate funds to finance its operations, and therefore
Perpetual may be unable to meet its obligations as they generally become due without further support and maturity
extensions from its first and second lien lenders.
The terms of the Transactions were the result of Perpetual's discussions and negotiations with representatives of AIMCo,
Perpetual's first lien lenders, Peters & Co., Freehold Royalties Ltd. and other third parties and their representatives and were
supervised and directed by the Special Committee with the assistance of its legal and financial advisors.
In connection with Perpetual's strategic priority to stabilize its balance sheet, improve liquidity and reduce debt, Perpetual has, for
a significant period of time, been reviewing and evaluating potential options, alternatives and transactions to improve its capital
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structure, reduce its debt and interest payment levels, extend the maturity of various debt instruments, improve its liquidity and
strengthen its financial position in order to meet its obligations and achieve its business objectives to maximize value for all
stakeholders.
The oil and gas exploration and production industry has historically been, and continues to be, a highly cyclical industry and the
extreme market fluctuations in the prices of oil, natural gas and natural gas liquids have adversely affected the financial stability of
Perpetual. This has had a significant adverse effect on Perpetual's business, results of operations and adjusted funds flows.
Additionally, Perpetual's shortfalls in revenue, its adjusted funds flow deficits and its lack of access to capital are forcing it to
minimize capital investments needed to sustain its assets and reduce operating expenditures in order to preserve liquidity. By
preserving its liquidity, Perpetual seeks to preserve its ongoing viability to capture the inherent value of its assets and realize upon
any oil and gas price recovery and operational improvements that may occur in the future. There can be no assurance of Perpetual's
ongoing near-term viability if the Transactions are not implemented.
Over the past number of years, Perpetual has been subject to limited liquidity and imminent debt maturities which have hampered
its ability to fund the capital required to further expand and develop its Clearwater Assets, offset production declines in its legacy
Mannville heavy oil asset and invest in the development of its Wilrich liquids-rich natural gas reserves at East Edson. Accordingly,
in an effort to ensure Perpetual has adequate liquidity to support continued operations for the foreseeable future, Perpetual has
been engaged in extensive discussions with parties across its capital structure in connection with advancing potential debt term
extensions and liquidity enhancing alternatives. The sale of the Clearwater Assets to Rubellite, along with the completion of the
Financings and the repayment of the majority of the second lien term debt in accordance with the terms of the AIMCo Debt
Settlement Agreement, deleverages Perpetual's balance sheet and allows Perpetual to meet its loan obligations. The net cash
proceeds from the sale of the Clearwater Assets are intended to settle all but $2.7 million of Perpetual's existing second lien term
loan and repay a substantial portion of the outstanding balance on the First Lien Credit Facility, leading to a normalization of
Perpetual's leverage ratios and an improvement of its liquidity.
On May 31, 2021, at a meeting of the board of directors (the "May 31 Board Meeting"), and in light of the foregoing, the board of
directors discussed a number of matters relating to the strategic direction of Perpetual and in this regard received a presentation
from management of Perpetual on Perpetual's capital structure, liquidity and refinancing initiatives that is was pursuing.
At the May 31 Board Meeting, the board of directors created and established the Special Committee and appointed all
"independent" directors as members of the Special Committee.
The Special Committee was tasked to oversee, review and evaluate potential capital restructuring options, alternatives and
transactions to improve Perpetual's capital structure, reduce its debt and interest payment levels, extend the maturity of various
debt instruments (including its First Lien Credit Facility and second lien term loan), improve its liquidity and strengthen its financial
position in order to be able to achieve its business objectives and maximize value for all stakeholders (including its Shareholders,
secured and unsecured debt holders or creditors, claimants and other stakeholders including its regulatory obligations pertaining
to its abandonment and reclamation obligations). Such potential options include transactions which may involve a statutory plan of
arrangement involving Perpetual, its Shareholders and one or more of its wholly-owned subsidiaries (a "Potential Transaction").
In particular, the Special Committee was provided with the mandate to: (a) direct and supervise a Potential Transaction; (b) instruct
and supervise a financial advisor in connection with the conduct of a Potential Transaction, including obtaining financial advice or
"fairness opinion" type advice with respect to a Potential Transaction, as the Special Committee considers appropriate; (c) to
review, assess and evaluate a Potential Transaction, including the terms and conditions and structure thereof, to determine whether
a Potential Transaction may be in the best interests of Perpetual and all of its stakeholders (including its Shareholders, secured
and unsecured debt holders or creditors, claimants and other stakeholders including its regulatory obligations pertaining to its
abandonment and reclamation obligations); (d) to review, assess and evaluate the fair value of the consideration paid and
consideration received and overall fairness of all of the elements of a Potential Transaction and the reasonable expectations of all
stakeholders (including its Shareholders, secured and unsecured debt holders or creditors, claimants and other stakeholders
including its regulatory obligations pertaining to its abandonment and reclamation obligations) with respect to a Potential
Transaction; (e) subject to the final approval of the board of directors, if determined appropriate by the Special Committee, to
negotiate and settle on behalf of Perpetual the terms and conditions of a Potential Transaction to the extent that the Special
Committee considers that such Potential Transaction would be in the best interests of Perpetual and all of its stakeholders
(including its Shareholders, secured and unsecured debt holders or creditors, claimants and other stakeholders including its
regulatory obligations pertaining to its abandonment and reclamation obligations); (f) subject to the final approval of the board of
directors, if determined appropriate by the Special Committee, to negotiate and settle any agreements or other documents relating
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to a Potential Transaction; (g) to report its conclusions with respect to the foregoing to the board of directors; and (h) to make such
recommendations to the board of directors with respect to the foregoing as the Special Committee considers appropriate.
In June 2021 ATB Capital Markets Inc. was formally retained as the Special Committee's independent financial advisors to provide,
among other things, financial advisory services in connection with the Transactions. In consideration for its services, Perpetual
agreed to pay ATB Capital Markets Inc. a fixed fee that is not conditional on the completion of the Transactions. Perpetual has
also agreed to reimburse ATB Capital Markets Inc. for reasonable out-of-pocket expenses and to indemnify ATB Capital Markets
Inc. in respect of certain liabilities that may arise in connection with the Transactions.
During the period from May 31, 2021 to July 22, 2021, the Special Committee met on numerous occasions, with its financial advisor,
ATB Capital Markets Inc., and Perpetual's legal counsel to consider its mandate, receive the advice of counsel in respect of its
fiduciary duties and consider its fiduciary duties in discharging such mandate. During this time the Special Committee also met
with Perpetual's reserves evaluators with respect to the independent reserve report of the Clearwater Assets and its auditor with
respect to the Carve-out Financial Statements. In particular, the Special Committee received a number of verbal presentations and
associated presentation materials from its financial advisor, ATB Capital Markets Inc., during this time as to the fair market value
and potential valuation range of the Clearwater Assets and the $2.00 price per Rubellite Common Share and the fairness, from a
financial point of view, of the Transactions to the Shareholders and other stakeholders and the holders of Rubellite Common Shares
and Rubellite Warrants (collectively, the "Fairness Presentation"). See also "Potential Valuation Range of the Clearwater Assets
and the $2.00 Price per Rubellite Common Share" below.
On the afternoon of July 14, 2021, the Special Committee met to consider the Transactions with ATB Capital Markets Inc. and
legal counsel. At this meeting ATB Capital Markets Inc. presented an updated version of the Fairness Presentation. After receiving
the Fairness Presentation, the Special Committee determined that the Transactions are designed to significantly improve
Perpetual's financial position and have the potential to provide a "full capital solution" by reducing Perpetual's leverage, normalizing
the balance sheet, funding the participation in the planned development program operated by its 50% partner at Edson and
surfacing value from development of the underfunded assets to be sold to Rubellite. The Special Committee also determined the
Transactions would, if completed in accordance with their proposed terms, result in enhanced creditworthiness, improved liquidity
and ultimately the removal of going concern considerations for Perpetual. In connection with these determinations the Special
Committee reviewed and considered the fairness of the Transactions to the Shareholders and to Perpetual's other stakeholders
(including its Shareholders, secured and unsecured debt holders or creditors, claimants and other stakeholders including its
regulatory obligations pertaining to its abandonment and reclamation obligations) and has also considered the fair market value of
the Rubellite Common Shares. The Special Committee discussed, among other things, the proposed final terms of the
Transactions. After discussion, the Special Committee unanimously determined that the Transactions are fair to the Shareholders
and that the Transactions are in the best interests of Perpetual and its stakeholders (including its Shareholders, secured and
unsecured debt holders or creditors, claimants and other stakeholders including its regulatory obligations pertaining to its
abandonment and reclamation obligations) and resolved to authorize the submission of the Arrangement Resolution to the
Shareholders for their approval at the Meeting and recommends that the Shareholders vote in favour of the Transactions, through
the approval of the Arrangement Resolution.
Shortly following this meeting of the Special Committee, the board of directors held a meeting at which the Special Committee
recommended that the board of directors determine that the Transactions are fair to the Shareholders and that the Transactions
are in the best interests of Perpetual and all of its stakeholders (including its Shareholders, secured and unsecured debt holders
or creditors, claimants and other stakeholders including its regulatory obligations pertaining to its abandonment and reclamation
obligations).
The board of directors then, with each of the Chair, President and Chief Executive Officer of Perpetual and the Vice President,
Finance and Chief Financial Officer of Perpetual declaring their interests in the participation in the Non-Brokered Private Placement,
and in the case of the Chair, President and Chief Executive Officer, the Standby Agreement and the Figure Lake Option Exercise
Agreement and recusing themselves from the meeting, and based upon its consideration of, among other things, the Fairness
Presentation and the recommendation of the Special Committee, unanimously determined that the Transactions are fair to the
Shareholders and the Transactions are in the best interests of Perpetual and all of its stakeholders (including its Shareholders,
secured and unsecured debt holders or creditors, claimants and other stakeholders including its regulatory obligations pertaining
to its abandonment and reclamation obligations). The board of directors also authorized the submission of the Arrangement
Resolution to the Shareholders for their approval at the Meeting and recommends that the Shareholders vote in favour of the
Transactions, through the approval of the Arrangement Resolution, and unanimously approved the Transactions.
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At this time the board of directors also approved the entering into of the AIMCo Debt Settlement Agreement, the Arrangement
Agreement, the MSA, the Standby Agreement, the form of press release announcing the Arrangement, the Court and any
regulatory approvals including the application to the Court for the Interim and Final Order approving the Arrangement; and the
application to the TSX for the listing of the Rubellite Common Shares and Rubellite Warrants, subject to the making of any final
changes to the various agreements and the press release.
The agreements providing for the Transactions were finalized and executed during the evening of July 15, 2021. A news release
of Perpetual announcing the proposed Transactions was also finalized late in the evening of July 15, 2021 and disseminated prior
to the opening of markets on July 16, 2021.
On July 28, 2021, the Special Committee and the board of directors met to review a draft of this Information Circular and approved
the contents and mailing of the Information Circular to the Shareholders subject to receiving the Interim Order.
On August 4, 2021, the Court granted the Interim Order a copy of which is attached as Appendix B to this Information Circular.
Reasons for the Transactions
Perpetual is in financial difficulty and is in need of new capital to refinance the imminent credit facility and term loan
maturities, fund the working capital deficit and finance the drilling of Perpetual's future development programs. The
Transactions are designed to significantly improve Perpetual's financial position and provide a "full capital solution" by
materially reducing Perpetual's debt, normalizing the balance sheet and leverage ratios, and providing the liquidity to
fund its 50% working interest share of the Edson development program while surfacing value from development of the
underfunded Clearwater Assets sold to Rubellite. The independent members of the board of directors, acting in good
faith, have unanimously determined that the terms of the Transactions are fair to the Shareholders and are in the best
interests of Perpetual and all of its stakeholders. If the Arrangement is not approved at the Meeting or not otherwise
completed, Perpetual will continue to face challenges operating on a going concern basis.
The Transactions are extremely time sensitive and subject to a number of critical deadlines which Perpetual must meet.
If there are any unforeseen delays in completing, or there is a failure to complete any or all of the Transactions (including
the Arrangement), there may be a materially adverse impact on the trading price of the Common Shares, Perpetual's
future business and operations and its ability to repay it outstanding debt obligations and Perpetual and its Shareholders
and other stakeholders (including its current, future and contingent unsecured creditors) may suffer significant damages.
In particular, if the Transactions are not completed by the end of September as presently contemplated, Perpetual’s ability
to keep pace with its joint venture operating partner at East Edson (the pace of which is not within Perpetual's control
but rather determined by such partner) may be jeopardized and value may be eroded. Moreover, if the Transactions have
not been completed by October 31, 2021, the maturity of Perpetual's First Lien Credit Facility accelerates and becomes
due on November 15, 2021 and Perpetual's second lien term loan matures on November 30, 2021. In such circumstances,
Perpetual's First Lien Credit Facility will cease to revolve, and all outstanding balances will be repayable on November
15, 2021. Failure to repay all outstanding obligations under the First Lien Credit Facility on November 15, 2021 would
trigger cross-default provisions under Perpetual's second lien credit facility and Perpetual’s third lien secured notes and
it is highly unlikely that Perpetual will be able to repay all of its outstanding debt without raising additional capital.
Perpetual's working capital may be insufficient to provide adequate funds to finance its operations, and therefore
Perpetual may be unable to meet its obligations as they generally become due without further support and maturity
extensions from its first and second lien lenders.
Perpetual believes that the Transactions create the appropriate structure to fund the exploration and development activity for the
Clearwater Assets, enhance Perpetual's ability to meet its obligations as they become due, establish liquidity to meet Perpetual's
debt maturities and other obligations, and fund Perpetual's value-adding opportunities at Edson and Mannville along with other
new ventures, thereby enhancing value for the Shareholders in both the short and long term.
Since 2018, management of Perpetual has executed over 30 separate transactions to assemble the Clearwater Assets. The
Transactions position Shareholders, through their ownership in Rubellite, to unlock the value of the Clearwater Assets while at the
same time providing a full capital solution to reduce Perpetual’s leverage and improve liquidity and to surface value from Perpetual’s
remaining asset base. The Transactions will also put Rubellite in an enviable position of having no debt, cash on the balance sheet
and a large inventory of prospective drill-ready locations to fuel a robust growth plan.
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Perpetual believes that the Transactions are a win-win-win for all of Perpetual's stakeholders. Perpetual receives a substantial
amount of cash that it will use to restructure its balance sheet by eliminating all but $2.7 million of its second lien debt and materially
reducing its First Lien Credit Facility and providing the liquidity for operating subsidiaries in the Perpetual group to invest capital to
capture value at Edson, boosting Perpetual's creditworthiness and thereby improving the position of Perpetual's creditors. The
Transactions further provide for Perpetual and its Shareholders to participate directly and indirectly through Rubellite in the value
creation opportunities inherent in the Clearwater Assets. This is achieved through the initial capitalization Rubellite Common
Shares received by Shareholders along with the right to participate in the Arrangement Warrant Financing, and through Perpetual's
five-year Rubellite Share Purchase Options to purchase 4.0 million Rubellite Common Shares at $3.00 per share. At the close of
the Transactions, Shareholders are expected to own approximately 46.3% of Rubellite Common Shares in aggregate.
At the close of the Transactions, Perpetual's liquidity will be sufficient to keep pace with its joint venture partner and fund its share
of drilling programs at Edson, continue to optimize its Mannville heavy oil assets, pursue other diversifying new ventures and settle
its debt and other obligations as they come due. Simultaneously, Rubellite will be well positioned to fund the development capital
required to realize the full potential of the Clearwater Assets and further expand its position in the emerging Clearwater heavy oil
play.
In addition, Perpetual will manage Rubellite cost-effectively through the MSA, sharing people, office and information technologyrelated general and administrative costs on a relative production split basis. Unique professional fees and expenses, such as public
company and legal costs, will be borne separately by each of Perpetual and Rubellite. The MSA provides for optimization of
Perpetual's technical, administrative and management capacity which, in conjunction with interest cost savings, serves to establish
a more sustainable cost structure.
With the sale of the Clearwater Assets to Rubellite, Perpetual will receive cash proceeds of approximately $53.2 million, net of
transaction costs, the $1.2 million purchase price adjustments and non-cash consideration of 4.0 million Rubellite Share Purchase
Options. Following the closing of the Transactions, the net cash proceeds will be used to settle its second lien term debt under the
terms of the Second Lien Loan Settlement and reduce its first lien bank debt. Total outstanding net debt of Perpetual at the close
of the Transactions is estimated to be approximately $59 million, down 45% from $107.4 million at the end of the first quarter of
2021. As a result of the reduction of both its first lien bank debt and the second lien loan, Perpetual will decrease its annual cash
interest costs by approximately $4 million. Additionally, due to reduced costs relating to general and administrative cost sharing as
governed under the MSA, Perpetual expects to realize annual cost savings of $2 to $3 million. The Transactions materially
strengthen Perpetual's overall financial position, stabilizing the balance sheet, reducing debt and improving liquidity.
With improved liquidity and reduced debt, Perpetual's business plan will continue to be focused on growing production, reserves,
cash flow and value through exploration and development and the application of innovative technologies. Perpetual's strategic
priorities for the remainder of 2021 remain to:
1.
2.
3.
4.

Optimize the value of Edson;
Maximize adjusted funds flow and the value of Mannville;
Stabilize the balance sheet, improve liquidity and reduce debt; and
Advance technology-driven diversifying new ventures.

Potential Valuation Range of the Clearwater Assets and the $2.00 Price per Rubellite Common Share
The Special Committee engaged ATB Capital Markets Inc. as its financial advisor. ATB Capital Markets Inc. prepared an analysis
and assessment of the Transactions, including reporting on value and fairness considerations, recent Clearwater transactions and
comparable public company multiples which were utilized by the Special Committee in evaluating and considering the fairness of
the Transactions to the stakeholders of Perpetual and Rubellite. In particular, the Special Committee received a number of
presentations and advice from ATB Capital Markets Inc. as to the potential range of valuations of the Clearwater Assets and the
$2.00 price per Rubellite Common Share. These range of valuations were then used by the Special Committee, among other
things, to formulate its own range of valuations and to determine that (i) the aggregate consideration to be paid by Rubellite for the
Clearwater Assets pursuant to the Transactions of approximately $60 million (net of $4.1 million of Initial Rubellite Capitalization
Shares and $1.2 million of purchase price adjustments), of which $58 million will be in cash upon completion of the Financings and
the issuance of the Rubellite Share Purchase Options upon completion of the Arrangement and (ii) the $2.00 price per Rubellite
Common Share, was fair to the Shareholders and the holders of Rubellite Common Shares and Rubellite Warrants.
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The Special Committee determined that a reasonable potential valuation range of the Clearwater Assets is between $58
and $70 million and a reasonable potential valuation range of the price per Rubellite Common Share inclusive of an
estimated $13.0 million of positive working capital at the Expiry Time, is between $1.82 to $2.13 per Rubellite Common
Share ($1.93 and $2.21 per Rubellite Common Share on a fully diluted basis, assuming the exercise of Rubellite Share
Purchase Options). Upon the closing of the Transactions, Rubellite will be capitalized to invest in the Clearwater Assets
such that the value potential can be realized. Accordingly, in Perpetual's view the aggregate consideration to be paid by
Rubellite for the Clearwater Assets of approximately $60 million (net of $4.1 million of Initial Rubellite Capitalization
Shares and $1.2 million of purchase price adjustments), of which $58 million will be in cash upon completion of the
Financings and the issuance of the Rubellite Share Purchase Options upon completion of the Arrangement and the $2.00
price per Rubellite Common Share represents a compelling investment opportunity.
This determination of the range of valuations of the Clearwater Assets and the $2.00 price per Rubellite Common Share and the
fairness of the Transactions by the Special Committee was based upon a comprehensive and detailed analysis undertaken by the
Special Committee of certain factors including, but not limited to, the stage of development of the Clearwater Assets, the current
industry status and investment climate for companies exposed to the Clearwater play, perceived investment risks relating to
Perpetual and Rubellite, the specific nature of the Clearwater Assets, the net estimated worth or "build-up" of the various elements
of value comprising the Clearwater Assets, recent oil and gas transactions, including those specifically focused on properties in
the Clearwater play, and various transaction metrics compared to the purchase price of the Clearwater Assets and management’s
discussions with Peters & Co. in its capacity as agent of the Brokered Private Placement.
In determining the potential valuation range of the Clearwater Assets and the $2.00 price per Rubellite Common Share and the
fairness of the Transactions, the Special Committee did not obtain a "formal valuation" (as such term is defined under applicable
securities laws) of the Clearwater Assets due to the unique nature of the Clearwater Assets and their stage of development as the
Clearwater Assets are still in the early stage of development from a production and reserves perspective which leads to separation
between forecasted cash flow and production values and the independent reserve estimates. Rather, the Special Committee
directed management to contract experienced and qualified consultants to establish independent assessments of the individual
value components to utilize in the compilation of the build-up of the elements of value that comprise the Clearwater Assets and the
price per Rubellite Common Share. Other value elements were estimated internally by professional engineers, geologists and
geophysicists experienced in acquiring seismic, equipment and contracting service providers to build roads and such estimates
were verified by third party quotes where possible. Moreover, recent asset and corporate transaction metrics support the valuation
levels determined by the Special Committee and reflect market expectations for further growth and development of the Clearwater
play.
Furthermore, Perpetual sought bids for various individual elements of the Clearwater Assets over the past twelve months and
these bids support the Special Committee's view that the Transactions are the optimal way to achieve fair market value for the
aggregate position that Perpetual holds in the Clearwater play.
The Clearwater Assets were evaluated by independent reserve evaluator McDaniel. McDaniel prepared the McDaniel Rubellite
Report. Seaton-Jordan was contracted to prepare an independent assessment of the undeveloped land. Perpetual further prepared
a mechanical adjustment of the McDaniel Rubellite Report to reflect June 15, 2021 forward market commodity pricing assumptions
as an alternative assessment to the April 1, 2021 three consultant commodity price assumptions that formed the basis of the
estimate of future cash flows in the McDaniel Rubellite Report. The net present value of the proved plus probable reserves
discounted at 10%, based on the two alternative forecasts for future commodity prices, on an unrisked basis were used to establish
a range in the value of the proved plus probable reserves booked for the Clearwater Assets. Consideration was given to value that
could be captured from other elements of the assets including: the value of equipment that would be utilized to drill, complete and
equip wells in the 2021 drilling program; the value of proprietary seismic that would otherwise need to be purchased to assist in
enhancing the success of drilling operations to recover the recognized reserves and assist in determining the placement of future
unbooked drilling locations, and the value of an extensive road infrastructure that would otherwise need to be constructed for
unbooked drilling locations, that are expected to be drilled in the future but are not included in the McDaniel Rubellite Report.
The table below presents a potential valuation range of the Clearwater Assets and the Rubellite Common Shares calculated based
on a net asset value build up after giving effect to the Transactions.
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Net Asset
Value
(Consultants
Pricing)(1)

Net Asset
Value
(June 15, 2021
Pricing)(2)

Net Asset
Value
(June 15 Strip
Pricing),
Including
Roads(3)

$20,526

$23,755

$23,755

$21,324

$22,168

$22,168

$1,018

$1,018

$1,018

Funds Flow Reserve Value Adjustment(1)(2)

($653)

($653)

($653)

Undeveloped Land

$14,088

$14,088

$14,088

Seismic

$800

$800

$800

Equipment

$785

$785

$785

-

-

$8,000

Total of Asset Build Up Components

$57,887

$61,960

$69,960

Working Capital at the Expiry Time

$13,000

$13,000

$13,000

Total Calculated Net Asset Value

$70,887

$74,960

$82,960

Net Asset Value Build Up ($000s except per
share amounts)

Shares
Outstanding
(000s)

Proved Reserves NPV10% (4)
Probable Reserves NPV10% (4)
Funded Capital Reserve Value

Adjustment(1)(2)

Roads

Per Share

38,974

$1.82

$1.92

$2.13

Future Proceeds from Rubellite Share Purchase
Option

4,000

$12,000

$12,000

$12,000

Per Fully Diluted Share

42,974

$1.93

$2.02

$2.21

Notes:
(1)

(2)

(3)
(4)

Net asset value ("NAV") build up based on reserve valuation based on TPP (NPV10%) McDaniel Rubellite Report as at June 1, 2021
and using April 1, 2021 three Consultant average prices; reserve value adjustments to reflect Marten Hills capital spending by
Perpetual prior to July 15, 2021 and estimated funds flow from the date of the McDaniel Rubellite Report to July 15, 2021; undeveloped
land not assigned reserves as per Seaton-Jordan Undeveloped Land Assessment at June 2021; proprietary seismic and padsite
equipment for 2021/2022 drilling program estimated at market value; working capital estimated at the Expiry Time; and estimated
shares outstanding assuming the minimum Non-Brokered Private Placement is completed.
NAV build-up based on reserve valuation based on TPP (NPV10%) McDaniel Rubellite Report as at June 1, 2021 and using June 15,
2021 forward market prices; reserve value adjustments to reflect Marten Hills capital spending by Perpetual prior to July 15, 2021 and
estimated funds flow from the date of the McDaniel Rubellite Report to July 15, 2021; undeveloped land not assigned reserves as per
Seaton-Jordan Undeveloped Land Assessment at June 2021; proprietary seismic and excess equipment for 2021 drilling program
estimated at market value; working capital estimated at the Expiry Time; and estimated shares outstanding assuming the minimum
Non-Brokered Private Placement is completed.
As per (2) above but including road infrastructure replacement costs required for site specific pad drilling, adjusted for estimated
upgrade costs.
The McDaniel Rubellite Report does not contemplate the Figure Lake GORR Financing.

Arrangement Agreement
The Arrangement is being effected pursuant to the Arrangement Agreement. The Arrangement Agreement contains covenants,
representations and warranties of and from both of the parties to the Arrangement Agreement and various conditions precedent.
The Arrangement Agreement is attached as Appendix C to this Information Circular and reference is made thereto for the full text
thereof.
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Procedure for the Arrangement Becoming Effective
Procedural Steps
The Arrangement is proposed to be carried out pursuant to Section 193 of the ABCA. The following procedural steps must be
taken for the Arrangement to become effective:
(a)

the Arrangement Resolution must receive the requisite approval of the Shareholders voting at the Meeting;

(b)

the Arrangement must be approved by the Court pursuant to the Final Order;

(c)

all conditions precedent to the Arrangement set forth in the Arrangement Agreement must be satisfied; and

(d)

the Final Order, articles of arrangement and related documents, in the form prescribed by the ABCA, must be
filed with the Registrar.

Conditions Precedent to the Arrangement
The respective obligations of the parties to the Arrangement Agreement to complete the Arrangement are subject to the certain
conditions precedent, including the following:
(a)

the Interim Order shall have been granted in form and substance satisfactory to Perpetual, a copy of which is
attached hereto as Appendix B;

(b)

the Arrangement Resolution shall have been approved by the Shareholders in accordance with the Interim
Order;

(c)

the Final Order shall have been granted in form and substance satisfactory to Perpetual;

(d)

the Brokered Private Placement shall have been completed (which private placement was completed on July
13, 2021);

(e)

the TSX shall have conditionally approved the listing of the Rubellite Common Shares and Rubellite Warrants
issuable under the Arrangement and the Rubellite Common Shares issuable upon the exercise of the Rubellite
Warrants, subject to compliance with the normal listing requirements of the TSX;

(f)

all other material consents, orders and approvals, including any regulatory or judicial approvals or orders, that
Perpetual considers necessary to effect the Arrangement and complete the other transactions contemplated
by the Arrangement Agreement shall have been obtained or received from the persons, authorities or bodies
having jurisdiction in the circumstances;

(g)

none of the consents, orders or approvals contemplated by the Arrangement Agreement shall contain terms
or conditions or require undertakings or security that are considered unsatisfactory or unacceptable by
Perpetual;

(h)

no order or decree restraining or enjoining the consummation of the Arrangement or any of the other
transactions contemplated by the Arrangement Agreement shall be in force at the time for filing the articles of
arrangement required to give effect to the Arrangement;

(i)

the board of directors of Perpetual shall have determined to proceed with the Arrangement having considered
the number of Common Shares in respect of which Dissent Rights have been exercised pursuant to Section
3.1 of the Plan of Arrangement;

(j)

the Rubellite Warrant Indenture shall have been executed and delivered by Rubellite and Odyssey;
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(k)

the Acquisition Agreement and the MSA shall have been executed and delivered by Perpetual and Rubellite,
each of which was executed and delivered by Perpetual and Rubellite on July 15, 2021;

(l)

the Standby Agreement shall not have been terminated in accordance with its terms;

(m)

the Rubellite Subscription Receipt Agreement shall not have been terminated in accordance with its terms;

(n)

the AIMCo Debt Settlement Agreement shall not have been terminated in accordance with its terms;

(o)

immediately prior to the Effective Time, Rubellite shall have three (3) Rubellite Common Shares (and no other
shares) outstanding, the registered and beneficial owner of which shall be Perpetual; and

(p)

the Arrangement Agreement shall not have been terminated.

Upon the required conditions precedent being fulfilled, Perpetual intends to file a copy of the Final Order and the articles of
arrangement with the Registrar under the ABCA, together with such other materials as may be required by the Registrar, in order
to give effect to the Arrangement.
Notwithstanding the foregoing, the Arrangement Resolution proposed for consideration by the Shareholders authorizes the board
of directors, without further notice to or approval of the Shareholders, subject to the terms of the Arrangement Agreement, to amend
the terms of the Arrangement, to decide not to proceed with the Arrangement and to revoke the Arrangement Resolution at any
time prior to the Effective Time. See Appendix A for the text of the Arrangement Resolution.
Approvals
Shareholder Approval
Pursuant to the Interim Order, the Arrangement Resolution must be approved by at least two-thirds of the votes cast by the
Shareholders present in person (virtually) or by proxy at the Meeting.
Court Approvals
Interim Order
On August 4, 2021, the Court granted the Interim Order facilitating the calling of the Meeting and prescribing the conduct of the
Meeting and other matters. The Interim Order is attached as Appendix B to this Information Circular.
Final Order
The ABCA provides that an arrangement requires Court approval. Subject to the terms of the Arrangement Agreement, if the
Arrangement and the Arrangement Agreement are approved by Shareholders at the Meeting in the manner required by the Interim
Order, Perpetual will make an application to the Court for the Final Order.
The application for the Final Order approving the Arrangement is scheduled for August 31, 2021, at 11:00 a.m. (Calgary time), or
as soon thereafter as counsel may be heard, before a Justice of the Court of Queen's Bench of Alberta at the Edmonton Law
Courts, 1A Sir Winston Churchill Square, Edmonton, Alberta, Canada, or via video conference, if necessary. At the hearing, any
Shareholder and any other interested party who wishes to participate or to be represented or to present evidence or argument may
do so, subject to filing with the Court and serving upon Perpetual a Notice of Intention to Appear, together with any evidence or
materials which such party intends to present to the Court, on or before 5:00 p.m. (Calgary time) on August 24, 2021. Service of
such notice shall be effected by service upon the solicitors for Perpetual: Burnet, Duckworth & Palmer LLP, Suite 2400, 525 – 8th
Avenue S.W., Calgary, Alberta, T2P 1G1, Attention: Paul Chiswell. See "Notice of Originating Application".
The Arrangement Securities to be received by Shareholders pursuant to the Arrangement will not be registered under the 1933
Act, in reliance upon the exemption from registration provided by Section 3(a)(10) thereof. The Court has been advised that if the
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terms and conditions of the Arrangement are approved and the Final Order is granted by the Court, the issuance of such
Arrangement Securities will not require registration under the 1933 Act.
Perpetual has been advised by its counsel, Burnet, Duckworth & Palmer LLP, that the Court has broad discretion under the ABCA
when making orders with respect to the Arrangement and that the Court will consider, among other things, the fairness and
reasonableness of the Arrangement, both from a substantive and a procedural point of view. The Court may approve the
Arrangement either as proposed or as amended in any manner the Court may direct, subject to compliance with such terms and
conditions, if any, as the Court thinks fit. Depending upon the nature of any required amendments, Perpetual may determine not
to proceed with the Arrangement.
Recommendation of the Board of Directors
The board of directors of Perpetual, based upon its consideration of, among other things, the Fairness Presentation and the
recommendation of the Special Committee, unanimously determined that the Transactions are fair to the Shareholders and the
Transactions are in the best interests of Perpetual and its stakeholders and authorizes the submission of the Arrangement
Resolution to the Shareholders for their approval at the Meeting and recommends that the Shareholders vote in favour of the
Transactions, through the approval of the Arrangement Resolution, and unanimously approves the Transactions.
All the directors and officers of Perpetual, and certain entities controlled by Sue Riddell Rose, holding approximately 44.7% of the
outstanding Common Shares, have indicated their intention to vote their Common Shares in favor of the Arrangement Resolution.
In addition, AIMCo, holding approximately 4.0% of the outstanding Common Shares, has committed to vote its Common Shares
in favour of the Arrangement Resolution and fully exercise the Rubellite Warrants it receives under the Plan of Arrangement,
subject to the terms of the AIMCo Debt Settlement Agreement.
Timing
If the Meeting is held as scheduled and is not adjourned and the other necessary conditions at that point in time are satisfied or
waived, Perpetual will apply for the Final Order approving the Arrangement. If the Final Order is obtained on August 31, 2021 in
form and substance satisfactory to Perpetual, and all other conditions set forth in the Arrangement Agreement are satisfied,
Perpetual expects the Effective Date will be on or about August 31, 2021. It is not possible however, to forecast with certainty when
the Effective Date will occur. The Effective Date could be delayed for a number of reasons, including an objection before the Court
at the hearing of the application for the Final Order.
The Arrangement will become effective upon the filing with the Registrar of the articles of arrangement and a copy of the Final
Order, together with such other materials as may be required by the Registrar.
Share Capital Amendments
Perpetual has a large number of Shareholders holding small and odd-lot holdings of Common Shares. Perpetual intends to
undertake the Share Capital Amendments as part of the Plan of Arrangement in order to purchase small holdings of Common
Shares and provide for the opportunity for liquidity to the holders of small Common Share positions who would otherwise not have
liquidity on a cost efficient basis.
Under the Plan of Arrangement, the Common Shares (other than the Dissent Shares) will undergo the Consolidation at the Ratio.
Following the Consolidation, any holder of less than one Post-Consolidation Common Share will cease to hold Common Shares
and will be entitled to be paid the Consolidation Consideration (subject to the condition of the lenders of Perpetual that payments
made pursuant to the Consolidation and in respect of Dissenting Shareholders may not exceed $750,000).
Immediately following the Consolidation, the Post-Consolidation Common Shares will undergo the Split on the same basis as the
Consolidation such that following the Split, all Shareholders (other than Dissenting Shareholders and Consolidated Shareholders)
will own the same number of Post-Split Common Shares as they held Pre-Consolidation Common Shares.
The result of the Share Capital Amendments is that any Shareholder who holds less Common Shares than the Ratio will cease to
hold Common Shares and will be entitled to the Consolidation Consideration for their Common Shares (subject to the condition of
the lenders of Perpetual that payments made pursuant to the Consolidation and in respect of Dissenting Shareholders may not
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exceed $750,000). The payment of the Consolidation Consideration will be made in exchange for the cancellation of the Common
Shares.
Following the Consolidation, any Shareholder holding less Common Shares than the Ratio (whether a registered Shareholder or
a Beneficial Shareholder) shall cease to have any rights as a Shareholder other than the right to be paid the Consolidation
Consideration and will not participate in the Split or receive Rubellite Common Shares or Rubellite Warrants under the
Arrangement. Any such holder who has not surrendered the certificate(s) or Direct Registration System Advice(s) representing
such Common Shares in accordance with the Letter of Transmittal enclosed with this Information Circular on or prior to the third
anniversary date of the Effective Date will cease to have any claim or interest of any kind or nature against Perpetual or Rubellite
for the Consolidation Consideration or otherwise.
The Rubellite Warrants will expire 29 days following the completion of the Arrangement, which if completed on August
31, 2021, would result in an Expiry Date of September 29, 2021. Shareholders who fail to deliver validly completed and
duly executed Letters of Transmittal to the Depositary sufficiently ahead of the Expiry Date risk losing the opportunity to
exercise the Rubellite Warrants. Shareholders are urged to deliver validly completed and duly executed Letters of
Transmittal ahead of the Effective Date to ensure ample time to exercise their Rubellite Warrants.
Perpetual included the Share Capital Amendments as part of the Plan of Arrangement to provide the opportunity for a liquidity
event for Shareholders with small positions and to reduce administrative costs of Perpetual. A significant number of Shareholders
hold small and odd-lot holdings of Common Shares. The Share Capital Amendments provide such Shareholders the ability to
liquidate their investment without payment of brokerage fees that in many cases would represent all or a substantial portion of their
sale proceeds. Further, as a reporting issuer, Perpetual is required to disseminate to registered Shareholders and Beneficial
Shareholders annual and interim financial statements and other continuous disclosure materials, which printing and dissemination
is a significant expense for Perpetual. The effect of the proposed Share Capital Amendments will be to reduce administrative costs
associated with maintaining a large base of odd-lot and small Shareholders by significantly reducing the number of these
Shareholders.
Perpetual Stock Options and Restricted Rights
There will be no adjustments made to Perpetual's stock options or restricted rights as a result of the Arrangement and such holders
will not participate in the Arrangement. A holder of Perpetual stock options or restricted rights will only be entitled to participate in
the Arrangement to the extent they duly exercise vested stock options or restricted rights on or prior to the Effective Date such that
a holder is a Shareholder on the Effective Date. Only Common Shares owned by the holder on the Effective Date, including any
Common Shares issued upon exercise of the holder's stock options or restricted rights, will be entitled to participate in the
Arrangement.
Procedure for Shareholders to obtain consideration under the Arrangement
Procedure for Distribution of Certificates
For each registered Shareholder, accompanying this Information Circular is a Letter of Transmittal. Perpetual has enclosed an
envelope with the meeting materials in order to assist registered Shareholders with returning Letters of Transmittal and related
documents to Odyssey, as depositary under the Arrangement.
In order for a registered Shareholder to receive the Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants
or Consolidation Consideration each registered Shareholder is entitled to under the Arrangement, such registered Shareholder
must deposit the certificate(s) representing his, her or its Common Shares or applicable DRS Statement(s) with Odyssey, as
depositary. The Letter of Transmittal, properly completed and duly executed, together with all other documents and instruments
referred to in the Letter of Transmittal or reasonably requested by Odyssey or Perpetual, must accompany all certificates or DRS
Statements for Common Shares deposited for the entitlement pursuant to the Arrangement.
The Letter of Transmittal contains procedural information relating to the Arrangement and should be reviewed carefully. In all
cases, issuance of the Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or Consolidation
Consideration will be made only after timely receipt by Odyssey of a duly completed and signed Letter of Transmittal, together with
certificates representing such Common Shares or applicable DRS Statements and such other documents and instruments referred
to in the Letter of Transmittal or as Odyssey or Perpetual may require from time to time, acting reasonably. Odyssey will issue the
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Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or cheque representing Consolidation
Consideration a registered Shareholder is entitled to receive in accordance with the instructions in the Letter of Transmittal.
Perpetual reserves the right, if it so elects in its absolute discretion, to instruct Odyssey to waive any irregularity contained in any
Letter of Transmittal received by Odyssey. As soon as practicable following the later of the Effective Date and the deposit of the
Common Shares, including delivery of the Letter of Transmittal, certificates and other corresponding documents required from the
Shareholder, Odyssey shall forward the Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or
Consolidation Consideration to which such Shareholder is entitled to in accordance with the Arrangement and the instructions in
the Letter of Transmittal.
The Rubellite Warrants will expire 29 days following the completion of the Arrangement, which if completed on August
31, 2021, would result in an Expiry Date of September 29, 2021. Shareholders who fail to deliver validly completed and
duly executed Letters of Transmittal to Odyssey sufficiently ahead of the Expiry Date risk losing the opportunity to
exercise the Rubellite Warrants. Shareholders are urged to deliver validly completed and duly executed Letters of
Transmittal ahead of the Effective Date to ensure ample time to exercise their Rubellite Warrants.
Any non-registered Shareholder whose Common Shares are registered in the name of a broker, investment dealer, bank, trust
corporation, trustee or other nominee should contact that nominee for assistance in depositing such Common Shares and should
follow the instructions of such nominee in order to deposit such Common Shares with Odyssey.
The method used to deliver a Letter of Transmittal and any accompanying certificates and other relevant documents, if any, is at
the option and risk of the relevant Shareholder. Delivery will be deemed effective only when such documents are actually received
by Odyssey at the address set out in the Letter of Transmittal. Perpetual recommends that the necessary documentation be hand
delivered to Odyssey and a receipt obtained; otherwise, the use of registered mail with return receipt requested, properly insured,
is recommended. Under no circumstances will interest consideration to be issued in connection with the Arrangement accrue or
be paid by Perpetual, Rubellite or Odyssey to persons delivering a Letter of Transmittal in connection with the Arrangement,
regardless of any delay in making such payment. Certificates representing Common Shares will be forwarded by first class mail to
the addresses supplied in the Letter of Transmittal, if any, or to the address of the registered Shareholder as last shown on record
with Perpetual, or held at the Odyssey office set out in the Letter of Transmittal for pick-up. Delivery of such certificates representing
Common Shares in accordance with a Shareholder’s instructions in the Letter of Transmittal will be deemed to constitute receipt
by such Shareholder.
In the event any certificate which, immediately prior to the Effective Time, represented one or more outstanding Common Shares
that were transferred or surrendered pursuant to the Arrangement shall have been lost, stolen or destroyed, then the Letter of
Transmittal should be completed as fully as possible and forwarded, together with a letter describing the loss, to Odyssey. Upon
making of an affidavit of that fact that such certificate has been lost, stolen or destroyed by the registered Shareholder of such
Common Shares and the receipt by Odyssey of a Letter of Transmittal and any other documents Odyssey requires, Odyssey will
issue in exchange for such lost, stolen or destroyed certificate, the Post-Split Common Shares, Rubellite Common Shares and
Rubellite Warrants or Consolidation Consideration to which such Shareholder is entitled to receive in accordance with the
Arrangement and the instructions in the Letter of Transmittal.
When authorizing such replacement in relation to any lost, stolen or destroyed certificate, the registered Shareholder to whom the
payment is made will, as a condition precedent to the delivery of such entitlement, be required to give a bond satisfactory to
Perpetual, Rubellite and Odyssey, as depositary, in such sum as Perpetual, Rubellite and Odyssey may direct or otherwise
indemnify Perpetual, Rubellite and Odyssey in a manner satisfactory to Perpetual, Rubellite and Odyssey against any claim that
may be made against Perpetual, Rubellite and Odyssey with respect to the certificate alleged to have been lost, stolen or destroyed.
After the Effective Time, a Common Share certificate will continue to be valid and represent the number of Post-Split Common
Shares. However, no Post-Split Common Shares, Rubellite Common Shares and Rubellite Warrants or Consolidation
Consideration can be issued to the holder of a Common Share until it is tendered to Odyssey with a Letter of Transmittal.
Stock Exchange Listing Approvals
It is a condition to the completion of the Arrangement that the TSX shall have conditionally approved the listing of the Rubellite
Common Shares and Rubellite Warrants issuable under the Arrangement and the Rubellite Common Shares issuable upon
exercise of the Rubellite Warrants. It is also contemplated under the Arrangement that the Rubellite Common Shares issuable
pursuant to the outstanding Subscription Receipts will be issued as freely trading and Rubellite intends to list such shares on the
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TSX as well. If such conditional listing approvals are obtained, listing will be subject to Rubellite fulfilling all of the original listing
requirements of the TSX. If such original listing requirements are fulfilled by Rubellite, the Rubellite Common Shares and Rubellite
Warrants issuable under the Arrangement are expected to commence trading on the TSX shortly after the closing of the
Arrangement. The conditional listing approvals have not been obtained at this time and there is no assurance that such conditional
listing approvals will be obtained.
Regulatory Matters
Securities Law Matters
Canada
The Arrangement Securities and the Rubellite Common Shares issuable upon exercise of the Rubellite Warrants and the Rubellite
Common Shares issuable upon the conversion of the Rubellite Subscription Receipts will be issued in reliance on exemptions from
prospectus and registration requirements of applicable Canadian securities laws and will generally be "freely tradeable" (other than
as a result of any "control block" restrictions which may arise by virtue of the ownership thereof) under applicable Canadian
securities laws.
United States
The Arrangement Securities have not been and will not be registered under the 1933 Act. Such securities will be issued in reliance
upon the exemption from registration provided by Section 3(a)(10) of the 1933 Act. Section 3(a)(10) exempts securities issued in
exchange for one or more bona fide outstanding securities, claims or property interests from the general requirement of registration
where the terms and conditions of the issuance and exchange of such securities have been approved by any court of competent
jurisdiction, after a hearing upon the fairness of the terms and conditions of the issuance and exchange at which all persons to
whom the securities will be issued have the right to appear and receive timely notice thereof. The Court is authorized to conduct a
hearing at which the fairness of the terms and conditions of the Arrangement will be considered. The Court granted the Interim
Order on August 4, 2021 and, subject to the approval of the Arrangement by Shareholders, a hearing on for the Final Order will be
held on August 31, 2021 by the Court. See "The Arrangement — Approvals — Court Approvals — Final Order".
The Arrangement Securities will be freely tradable under U.S. federal securities laws, except by persons who are "affiliates" of
Perpetual or Rubellite within 90 days prior to the Arrangement or "affiliates" of Rubellite following completion of the Arrangement.
Persons who may be deemed to be "affiliates" of an issuer include individuals or entities that control, are controlled by, or are under
common control with, the issuer, and generally include executive officers and directors of the issuer as well as principal
shareholders of the issuer.
Subject to certain limitations, such affiliates may immediately resell Arrangement Securities outside the United States without
registration under the 1933 Act pursuant to Regulation S. Arrangement Securities held by such affiliates may also be resold in
compliance with the resale provisions of Rule 145(d)(1), (2), or (3) under the 1933 Act or as otherwise permitted under the 1933
Act. Rule 145(d)(1) generally provides that such affiliates may not sell the Arrangement Securities received pursuant to the
Arrangement unless pursuant to an effective registration statement or in accordance with the volume, current public information
and manner of sale limitations of Rule 144 under the 1933 Act. These limitations generally require that any sales made by an
affiliate in any three-month period not exceed the greater of 1% of the outstanding applicable securities of Perpetual or Rubellite
or, if such securities are listed on a United States securities exchange, the average weekly trading volume over the four calendar
weeks preceding the placement of the sell order, and that sales be made in unsolicited, open market "broker transactions" at times
when certain information specified by Rule 144 is publicly available with respect to Perpetual or Rubellite, as applicable. Rules
145(d)(2) and (3) generally provide that these limitations lapse for non-affiliates of Perpetual or Rubellite after a period of one or
two years, depending upon whether information continues to be publicly available with respect to such entity.
Section 3(a)(10) of the 1933 Act does not exempt the issuance of securities upon the exercise or conversion of securities that were
issued pursuant to Section 3(a)(10). Therefore, the Rubellite Common Shares issuable upon the exercise of the Rubellite Warrants
may not be issued in reliance upon Section 3(a)(10) and the Rubellite Warrants may be exercised only pursuant to an exemption
from the registration requirements of the 1933 Act and applicable state securities laws. As a result, the Rubellite Warrants may
be exercised only by a holder who represents that at the time of exercise the holder is not then located in the United
States, is not a U.S. Person, and is not exercising the Rubellite Warrants for the account or benefit of a U.S. Person or a
person in the United States, unless the holder provides a legal opinion or other evidence reasonably satisfactory to
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Rubellite to the effect that the exercise of the Rubellite Warrants does not require registration under the 1933 Act or state
securities laws. It should be noted that it is expected that very few U.S. Warrantholders will be able to provide a
satisfactory legal opinion to permit such U.S. Warrantholders to exercise their Rubellite Warrants, so it is expected that
most U.S. Warrantholders will be unable to exercise their Rubellite Warrants.
Any Rubellite Common Shares issuable upon the exercise of the Rubellite Warrants in the United States or for the account
or benefit of a U.S. Person or a person in the United States will be "restricted securities" within the meaning of Rule 144
under the 1933 Act, certificates representing such securities will bear a legend to that effect, and such securities may be
resold only pursuant to an exemption from the registration requirements of the 1933 Act and state securities laws.
Notwithstanding the foregoing, subject to certain limitations, the Rubellite Warrants may be resold outside the United
States without registration under the 1933 Act pursuant to Regulation S, including in transactions over the TSX (if the
applicable Rubellite Warrants are so listed).
The foregoing discussion is only a general overview of certain requirements of United States securities laws applicable to the
Arrangement Securities to be received by Shareholders under the Arrangement and the Rubellite Common Shares issuable upon
exercise of the Rubellite Warrants. All holders of such securities are urged to consult with counsel to ensure that the resale
of their securities complies with applicable securities legislation.
MI 61-101 Considerations
Perpetual is subject to MI 61-101. MI 61-101 is intended to regulate certain transactions to ensure equality of treatment among
securityholders, generally requiring enhanced disclosure, approval by a majority of securityholders excluding interested or related
parties, independent valuations and, in certain instances, approval and oversight of the transaction by a special committee of
independent directors. The protections of MI 61-101 generally apply to "related party transactions" (as such term is defined in MI
61-101) between a corporation and a "related party" (as such term is defined in MI 61-101) of the corporation as a consequence
of which the corporation issues a security to the related party.
In considering and approving the Arrangement, the Special Committee noted, that the general body of Shareholders in Canada
are treated identically on a per share basis and, accordingly, exempt from the formal valuation and minority approval requirements
of MI 61-101 under section 5.1(k) of MI 61-101 and further noted that Dreamworks, which is a party to the Standby Agreement, is
not entitled to any standby fee or any "collateral benefit" as such term is defined in MI 61-101 in connection with the Arrangement.
To the extent any transaction undertaken in connection with the Financings or the Acquisition may be considered a related party
transaction in accordance with MI 61-101, Perpetual is relying upon the financial hardship exemption set out in section 5.5(g) of
MI 61-101 from the formal valuation and minority approval requirements of MI 61-101 as (i) Perpetual is in serious financial difficulty,
(ii) the Arrangement is designed to improve the financial position of Perpetual, (iii) the Arrangement is not subject to a court approval
or a court order under bankruptcy or insolvency law, (iv) Perpetual has one or more independent directors in respect of the
Arrangement, and (v) the independent directors of Perpetual, acting in good faith, has determined that subsections (i) and (ii) apply
and that, based on the Fairness Presentations, among the other reasons noted in this Information Circular, the terms of
Arrangement are reasonable in the circumstances of Perpetual.
Description of Certain Other Transactions
Perpetual and Rubellite have completed and will complete certain other transactions in addition to the Arrangement. These other
transactions are described further below.
Clearwater Assets Transactions
•

197Co Transaction

Under the terms of an operating agreement dated January 29, 2020 (the "Figure Lake Operating Agreement") between Perpetual
and 197Co, 197Co granted Perpetual an option to acquire a 99% beneficial interest in the Figure Lake Assets, subject to the Figure
Lake Operating Agreement (the "Figure Lake Option").
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On July 15, 2021, Perpetual exercised the 197Co Figure Lake Option pursuant to the Figure Lake Option Exercise Agreement
and, in consideration for the 197Co Figure Lake Assets, granted to 197Co: (i) the PEI-197Co Note in the principal amount of
$5,600,000; and (ii) an option to purchase the 197Co Figure Lake Assets in exchange for cancellation of the PEI-197Co Note and
the associated debenture, exercisable upon certain trigger events prior to November 30, 2021. It was also agreed that 197Co will
fund, if necessary, interim development costs of the Figure Lake Assets, which amounts will be added to the principal amount of
the PEI-197Co Note.
In connection with the Figure Lake Option Exercise Agreement, 197Co, Rubellite, Perpetual and Perpetual's first, second and third
lien creditors entered into an intercreditor agreement providing that 197Co's security interest in the Figure Lake Assets ranks in
priority to the security interests of Perpetual's first, second and third lien creditors. 197Co is an entity owned by Dreamworks and
controlled by Sue Riddell Rose.
•

Acquisition

Rubellite completed the Acquisition of the Clearwater Assets from Perpetual on July 15, 2021 in respect of which Rubellite will pay
total consideration of approximately $60 million (net of $4.1 million of Initial Rubellite Capitalization Shares and $1.2 million of
purchase price adjustments), of which $58 million will be in cash upon completion of the Financings, the assumption by Rubellite
of Perpetual's obligations under the PEI-197Co Note and associated debenture and the issuance of the Rubellite Share Purchase
Options upon completion of the Arrangement.
In determining the value to be attributed to the Clearwater Assets for purposes of the Arrangement, Perpetual engaged McDaniel
to evaluate the crude oil, natural gas liquids and natural gas reserves attributable to the Clearwater Assets as of June 1, 2021 and
Seaton-Jordan to obtain the Seaton-Jordan Undeveloped Land Assessment dated June 15, 2021. See also "Potential Valuation
Range of the Clearwater Assets and the $2.00 Price per Rubellite Common Share".
In connection with the Acquisition, Rubellite granted: (a) the Clearwater Co-PEI Note 1 in the principal amount of $20.072 million
in favour of Perpetual, secured against all present and after-acquired property of Rubellite pursuant to a debenture (but subject to
197Co's interest in the Figure Lake Assets); (b) a demand promissory note in favour of Perpetual in the principal amount of $1.361
million, bearing interest from the date of demand at a rate of 10% per annum, secured against all present and after-acquired
property of Rubellite, pursuant to a debenture (but subject to 197Co's interest in the Figure Lake Assets); (c) a demand promissory
note in favour of POT (and subsequently assigned by POT to Perpetual) in the principal amount of $36.167 million, bearing interest
from the date of demand at a rate of 10% per annum (the "Rubellite-POT Note"), secured against all present and after-acquired
property of Rubellite, pursuant to a debenture (but subject to 197Co's interest in the Figure Lake Assets); and (d) an option for
Perpetual Energy Partnership to purchase the Clearwater Assets (other than the Figure Lake Assets) in exchange for cancellation
of the Clearwater Co-PEI Note 1, the Rubellite-POT Note and the associated debentures, exercisable upon certain trigger events
prior to November 30, 2021. It was also agreed that PEI will fund, if necessary, interim development and operating costs of certain
Clearwater Assets, which amounts will be added to the principal amount of the Clearwater Co-PEI Note 1.
•

Figure Lake GORR

Contemporaneous with the Acquisition, on July 15, 2021, Rubellite entered into an agreement with Freehold Royalties Ltd. whereby
it sold a 3% to 5% gross overriding royalty on certain Clearwater Assets at Figure Lake for gross proceeds of up to $7.9 million to
be paid upon the terms of a drilling commitment agreement. It is expected that 100% of Rubellite's costs for the drilling of four
commitment wells and a portion of the cost for twelve additional wells on the Figure Lake royalty lands will be funded by the Figure
Lake GORR Financing. The first of the four Figure Lake commitment wells was spud July 21, 2021.
•

Management Services Agreement

In connection with the Acquisition, on July 15, 2021 Rubellite and Perpetual entered into the MSA pursuant to which Perpetual is
providing management, operating and administrative services (the "Services") to Rubellite in respect of its assets, including the
Clearwater Assets. The Services include, but are not limited to, regulatory reporting and submissions, administering land records,
geological and geophysical support, executing drilling operations, marketing (arranging transport and hedging), accounting and
tax filing, office administration and investor relations.
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In consideration for Perpetual's provision of the Services, Rubellite on a monthly basis: (i) reimburses Perpetual for all actual
documented out-of-pocket costs and expenses paid to any third party by Perpetual on behalf of Rubellite in relation to the provision
of the Services; (ii) reimburses Perpetual the portion of the operating and capital expenses allocated to and relating to Rubellite's
assets where incurred by Perpetual; and (iii) pays Perpetual a service fee calculated as the product of (A) shared general and
administrative expenses less shared overhead recoveries, multiplied by (B) the proportion that Rubellite's petroleum and natural
gas production bears to Perpetual's petroleum and natural gas production for the same month ((iii) defined as the "Services Fees"),
provided that in no month will the Services Fees exceed the amount resulting from a predetermined annual cap, divided by 12.
The current annual cap is set at $3.5 million. Each year the Rubellite Board and the board of directors of Perpetual will review and
approve the annual budgets for general and administrative expenses and overhead and the annual allocation of production
between Rubellite and Perpetual for each calendar quarter. The MSA provides for quarterly and thirteenth month reconciliations
to actuals. In addition, in the event that Rubellite undergoes a Change of Control (as such term is defined in the MSA), Rubellite
must pay a break fee to Perpetual equal to the Annual Cap (as such term is defined in the MSA).
Pursuant to the MSA, where and to the extent possible, Rubellite will enter into its own contracts and agreements directly with third
parties and, upon providing reasonable notice to Perpetual, Rubellite may assume responsibility for some or all of the Services
and the MSA will be deemed to be terminated in respect of such assumed Services.
The MSA is in effect for an initial term of two years and thereafter, shall be automatically renewed for successive two year terms
unless terminated on notice not less than 12 months prior to the expiration of the initial or renewal term (provided that the MSA
may be terminated by a party without the aforementioned notice periods in certain other circumstances, including upon a continuing
breach of a material obligation, an insolvency event or a change of control event of either Perpetual or Rubellite). Termination on
a change of control event in respect of Rubellite triggers a termination payment by Rubellite to Perpetual in an amount equal to
the current annual cap.
The board of directors of each of Perpetual and Rubellite shall set out how business opportunities will be allocated between the
two entities and will annually review and approve such business opportunities policy to determine any required amendments, as
mutually agreed between the parties.
Financing Transactions
•

Brokered Private Placement

On July 13, 2021, Rubellite completed the Brokered Private Placement of 15.0 million Rubellite Subscription Receipts at a price of
$2.00 per Rubellite Subscription Receipt for gross proceeds of $30.0 million. The Rubellite Subscription Receipts were issued in
accordance with the terms of the Rubellite Subscription Receipt Agreement. The gross proceeds from the Brokered Private
Placement will be held in escrow pending the satisfaction of the Escrow Condition. If the Escrow Condition is satisfied before the
Escrow Release Deadline, the Escrowed Funds will be released to Rubellite and each of the holders of Rubellite Subscription
Receipts will receive, without payment of additional consideration or further action, one Rubellite Common Share for each Rubellite
Subscription Receipt held.
Upon and subject to Rubellite satisfying the TSX's listing conditions for the listing of the Rubellite Common Shares, the Rubellite
Common Shares underlying the Subscription Receipts will be freely tradable and, listed and posted for trading on the TSX.
•

Arrangement Warrant Financing

Each Rubellite Warrant will entitle the holder thereof to acquire, at the holder's option, one (1) Rubellite Common Share at a price
of $2.00. Each holder of Rubellite Warrants will be entitled to exercise the Basic Subscription Right and, if desired, the Additional
Subscription Privilege. Further details regarding the Rubellite Warrants are set out under "Information Concerning Rubellite and
the Rubellite Warrants".
Upon and subject to Rubellite satisfying the TSX's listing conditions for the listing of the Rubellite Warrants, the Rubellite Warrants
will be freely tradable and, listed and posted for trading on the TSX. The Rubellite Warrants will be exercisable until the Expiry
Date.
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Subject to the terms of the AIMCo Debt Settlement Agreement, AIMCo agreed that it will exercise all Rubellite Warrants issued to
it under the Plan of the Arrangement.
Further, pursuant to the Standby Agreement, Sue Riddell Rose, President and Chief Executive Officer of Perpetual, has agreed to
exercise, through Dreamworks, all outstanding Rubellite Warrants to the extent they are not otherwise exercised by the holders
thereof as of the Expiry Date such that Rubellite will receive aggregate gross proceeds of $33.4 million in respect thereof.
•

Non-Brokered Private Placement

Rubellite intends to complete the Non-Brokered Private Placement for a minimum of $10.5 million and up to a maximum of $20
million, at $2.00 per Rubellite Share to certain officers, and members of the board of directors of Perpetual, AIMCo and other thirdparty strategic subscribers and Shareholders as determined by Perpetual in its sole discretion. The Non-Brokered Private
Placement will close on the Expiry Date.
Subject to the terms of the AIMCo Debt Settlement Agreement, AIMCo has committed to purchase 2,225,000 Rubellite Common
Shares for gross proceeds of $4.45 million pursuant to the Non-Brokered Private Placement. Pursuant to the Standby Agreement,
Sue Riddell Rose, through Dreamworks, has committed to purchase a minimum of 3.0 million Rubellite Common Shares for gross
proceeds of $6.0 million pursuant to the Non-Brokered Private Placement.
The Non-Brokered Private Placement will be conducted by way of prospectus exemptions in the provinces of Canada and other
jurisdictions within and outside of Canada as determined by Rubellite in its sole discretion, where permitted by applicable law. No
prospectus will be filed to qualify or register the Rubellite Common Shares being offered under the Non-Brokered Private Placement
in any jurisdiction. The Non-Brokered Private Placement will be made to "accredited investors" within the meaning of National
Instrument 45-106 – Prospectus Exemptions, or to other qualified persons in jurisdictions outside of Canada as determined by
Rubellite.
Any qualifying Shareholders or new investors who are "accredited investors" within the meaning of National Instrument
45-106 – Prospectus Exemptions, or other qualified persons in jurisdictions outside of Canada as determined by Rubellite
and are interested in participating in the Non-Brokered Private Placement should contact Kristin Ambrozy at
PrivatePlacement@rubelliteenergy.com. Rubellite will use its reasonable commercial efforts to allow qualifying
Shareholders or new investors to participate in the Non-Brokered Private Placement, subject to rejection or allotment as
determined solely by Rubellite in whole or in part of their subscription amount. If any subscription amount is rejected or
reduced by Rubellite, the subscription amount or any reduction to the subscription amount and all monies tendered
therewith will be returned forthwith to the subscriber, without interest or deduction.
The Special Committee determined that a reasonable potential valuation range of the Clearwater Assets is between $58
and $70 million and a reasonable potential valuation range of the price per Rubellite Common Share inclusive of an
estimated $13.0 million of positive working capital at the close of the Financings, is between $1.82 to $2.13 per Rubellite
Common Share ($1.93 and $2.21 per Rubellite Common Share on a fully diluted basis, assuming the exercise of Rubellite
Share Purchase Options). Upon the closing of the Transactions, Rubellite will be capitalized to invest in the Clearwater
Assets such that the value potential can be realized. Accordingly, in Perpetual's view the aggregate consideration to be
paid by Rubellite for the Clearwater Assets of approximately $60 million (net of $4.1 million of Initial Rubellite
Capitalization Shares and $1.2 million of purchase price adjustments), of which $58 million will be in cash upon
completion of the Arrangement and the issuance of the Rubellite Share Purchase Options and the $2.00 price per Rubellite
Common Share, represents a compelling investment opportunity.
See also "Background to the Arrangement – Potential Valuation Range of the Clearwater Assets and the $2.00 Price per Rubellite
Common Share" above.
•

Standby Agreement

Rubellite entered into the Standby Agreement dated July 15, 2021 with Perpetual and Dreamworks in connection with the
Arrangement. Under the Standby Agreement, Dreamworks has agreed subject to certain terms and conditions that it, or a permitted
assignee of Dreamworks will: (i) exercise any and all Rubellite Warrants that are not exercised at the Expiry Time such that Rubellite
will issue approximately 16.7 million Rubellite Common Shares in connection with the Arrangement Warrant Financing for
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aggregate gross proceeds of $33.4 million; and (ii) subscribe for such number of Rubellite Common Shares pursuant to the NonBrokered Private Placement such that Rubellite shall receive an aggregate amount in respect of the issuance of the Rubellite
Common Shares of not less than $6.0 million.
Credit Facility Transactions of Perpetual and Rubellite
•

AIMCo Debt Settlement Agreement

Perpetual entered into the AIMCo Debt Settlement Agreement dated July 15, 2021 with AIMCo to settle the majority of the second
lien term debt outstanding under its existing second lien secured term loan with AIMCo in the principal amount of $45 million plus
accrued and unpaid interest owing thereon. Upon the closing of the Financings, Perpetual will pay AIMCo approximately $38.5
million in cash, obtain a new second lien secured term loan in the principal amount of approximately $2.7 million (the "New Second
Lien Term Loan"), deliver to AIMCo 680,485 Rubellite Common Shares valued at $2 per share and make up to $4.5 million in
potential contingent payments to AIMCo in the event that Perpetual's annual average realized crude oil and natural gas prices
exceed certain thresholds over a three year period ending December 31, 2023 (the "Second Lien Loan Settlement"). The New
Second Lien Term Loan will bear interest at a rate of 8.1% per annum, which Perpetual may elect to pay in-kind, and will mature
on December 31, 2024. Subject to the limitations in the First Lien Credit Facility, Perpetual will have the ability to prepay all or any
portion of the New Second Lien Term Loan at any time without penalty. Closing of the New Second Lien Term Loan is contingent
on the Transactions closing on or before November 30, 2021.
Upon completion of the Arrangement and the Financings, AIMCo will own approximately 9.3% of the Rubellite Common Shares.
AIMCo has no rights or obligations to subscribe for or otherwise acquire Rubellite Common Shares in connection with the
Arrangement and the Financings that could cause its beneficial ownership of Rubellite Common Shares to, at any time, exceed
9.99%.
•

Rubellite Credit Facilities

Rubellite has entered into a commitment with its lead bank for the establishment of new revolving secured credit facilities in the
aggregate principal amount of $3 million (the "Rubellite Credit Facilities). Such credit facilities will have an initial revolving period
to May 31, 2022, which may be extended for a further twelve months, subject to lender approval. If the revolving period is not
extended on or before May 31, 2022, all outstanding advances will be repayable on May 31, 2023. The first scheduled annual
review of the borrowing base is May 31, 2022.
•

Perpetual Credit Facilities

Perpetual has entered into a sixth amended and restated credit agreement dated July 15, 2021 with its syndicate of lenders to
extend its first lien secured revolving facilities (collectively, "First Lien Credit Facility") upon closing of the Financings. Upon
completion of the Financings, the First Lien Credit Facility will have a borrowing limit of $17 million, reduced from the current
borrowing limit of $20 million, with an initial revolving term to November 30, 2022 unless the revolving period is extended for a
further six months subject to approval by the lending syndicate. If the revolving period is not extended on or before November 30,
2022, all outstanding advances will be repayable on May 31, 2023. The next borrowing base redetermination is scheduled on or
before November 30, 2021. If the Transactions do not close on or before October 31, 2021, the First Lien Credit Facility will cease
to revolve and will be due and payable on November 15, 2021.
As a condition of their approval of the Transactions, Perpetual's first lien lenders have: (i) limited the aggregate cash
payments which may be made pursuant to the Consolidation and in respect of Dissenting Shareholders (if any) to
$750,000; and (ii) required that the net cash proceeds to be received by Perpetual from the transactions contemplated by
the Arrangement to be at least $53,200,000 plus the amount of financial assistance provided by Perpetual to Rubellite
after Rubellite has ceased to be a direct or indirect wholly-owned subsidiary of Perpetual.
Purpose of Certain Other Transactions
"Full Capital Solution" for Perpetual Providing Significantly Improved Solvency, Creditworthiness, Liquidity and Financial
Capacity
The purpose of the Transactions is to provide a "full capital solution" for Perpetual by ensuring its ongoing solvency and
significantly improving both its ability to continue to operate as a going concern and to meet its obligations as they become due,
including payment of second lien and third lien interest in cash which has recently been paid in kind.
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Upon completion of the Transactions, Perpetual's solvency, creditworthiness, liquidity and financial capacity will be significantly
improved as its debt will be materially reduced and its balance sheet leverage ratios will be normalized. In addition, Perpetual
believes it will then be well positioned to capture the inherent value from the future development of its assets through the ability to
fund the future development capital required to develop its reserves and the attractive investment opportunities and thereby grow
and sustain its production and adjusted funds flow. See "The Arrangement – Reasons for the Arrangement".
While assessing the fairness and anticipated impact of the Transactions for all of its stakeholders (including its current, future and
contingent creditors), the Special Committee carefully considered a number of factors including Perpetual's ability to maintain its
solvency, creditworthiness, liquidity and financial capacity as well as its ability to meet its current, future and contingent obligations
as they come due.
The table below provides a comparison of financial and balance sheet metrics considered by the Special Committee, with input
from its independent financial advisors, in assessing the fairness and anticipated impact of the Transactions on Perpetual's
solvency, creditworthiness, liquidity and financial capacity both prior to and after giving effect to the Transactions.

$ million, unless otherwise noted
Debt (1)
Net Working Capital Deficiency (8)
First Lien Credit Facility
Second Lien Term Loan
Third Lien Senior Notes
Net Debt (1)(8)

Prior to Giving Effect to
the Transactions

After Giving Effect
to the
Transactions

$ 6.7
$ 17.2
$ 47.8
$ 35.6

$ 6.7
$ 3.7
$ 2.7
$ 35.6

Debt Reduction
($ 13.5)
($ 45.1)
-

$ 107.4

$ 48.8

($ 58.6)

($ 0.4)

($ 4.45)
-

Difference in Other Assets
and Obligations
($ 4.45)
$ 0.4

-

$ 2.0

$ 2.0

May 31, 2023
December 31, 2024
January 23, 2025

Extension of Term
+1.5 years
+3.1 years
No Change

$ 0.3
$ 0.2
$ 3.1 Paid in Cash
$ 2.5

Annualized Savings
$ 0.6
$ 3.7
"No Change" but Paid in Cash
$ 2.5

$ 1.8
2.0 times

$ 12.3
3.6 times

Improvement in Balance
Sheet Indicators
$ 10.5
Increase of 1.6 times

10.6 times

4.8 times

Decrease of 5.8 times

Other Assets ( Obligations) (2)
AIMCo Contingent Payments
Clearwater Assets Decommissioning
Obligations
Rubellite Share Purchase Options(9)
Debt Maturity (3)
First Lien Credit Facility Maturity
Second Lien Term Loan Maturity
Third Lien Senior Notes Maturity
Annualized Costs / Savings (4)
First Lien Credit Facility Interest
Second Lien Term Loan Interest
Third Lien Senior Notes Interest
Forecast Annual G&A Cost Savings

November 15, 2021
November 30, 2021
January 23, 2025

$ 0.9
$ 3.9
$ 3.1 Paid in Kind
$ 0.0

Balance Sheet Metrics
Available Liquidity (5)(8)
Asset Coverage (1)(6)
Net Debt to Q1 2021 annualized AFF (7)(8)

Relative Change in
Financial Metrics
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Notes:
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)

(9)

As at March 31, 2021 as per Perpetual’s Financial Statements for the period ended March 31, 2021 available on SEDAR, mechanically
adjusted for the Transactions. Columns may not add due to rounding.
Maximum AIMCo contingent payments as per AIMCo Debt Settlement Agreement to be paid, if earned, prior to June 30, 2024;
Clearwater Assets decommissioning obligations as disclosed in Note 8 of the Audited Carve-Out Financial Statements of the
Clearwater Assets which assumes an average risk-free rate of 1.2% and an inflation rate of 1.5% – See Appendix D.
Debt maturity as per First Lien Credit Facility and AIMCo Debt Settlement Agreement.
Debt outstanding as at March 31, 2021 adjusted for the Transactions, multiplied by annual interest rate (First lien 7%; Second lien
8.1%; Third lien 8.75%). Second and Third lien option to pay in kind or pay in cash if sufficient liquidity available); Annual general and
administrative expected cost savings of $2 to 3 million.
First Lien Credit Facility borrowing limit pre-Transactions of $20 million; post-Transactions of $17 million; less $1 million of letters of
credit less first lien bank debt.
Proved Plus Probable Reserves (NPV10) divided by Total Net Debt (Year End 2020 NI 51-101 McDaniel Report on Reserves Data,
mechanically rolled forward to June 1, 2021 plus McDaniel Rubellite Report, Three Consultant Average Price April 1, 2021, includes
inflation).
Net debt divided by Q1 2021 Adjusted Funds Flow of $2.544 million on an annualized basis.
These are non-GAAP measures which do not have standardized meanings prescribed by GAAP. For additional reader advisories in
regards to Non-GAAP financial measures, including Perpetual’s method of calculation and reconciliation of these terms to the
corresponding GAAP measures, see section entitled "Non-GAAP Measures" within Perpetual's MD&A for the period ended March 31,
2021 available on SEDAR and "Non-GAAP Financial Measures" in this Information Circular.
4.0 million Rubellite Share Purchase Options were granted to Perpetual in connection with the Acquisition. See "Description of Certain
Other Transactions – Clearwater Assets Transactions – Acquisitions".

Perpetual will realize net cash proceeds from the Transactions of approximately $53.2 million which it will use to reduce debt. The
maturity of Perpetual's First Lien Credit Facility has been extended to May 31, 2023 subject to the completion of the Transactions
at which time Perpetual expects to be less than 25% drawn relative to the new $17 million borrowing limit. As part of the Second
Lien Loan Settlement, the maturity of the New Second Lien Term Loan of approximately $2.7 million has been extended to
December 31, 2024. Net debt forecast at closing of the Transactions will decline by 45% from $107.4 million at March 31, 2021 to
approximately $59 million at closing of the Transactions, inclusive of estimated capital spending at Edson and other forecast
corporate revenues and expenses during the second and third quarters of 2021. Interest cost savings alone will improve Perpetual's
adjusted funds flow by approximately $4 million annually. The general and administrative cost recoveries under the MSA is
expected to further enhance Perpetual's adjusted funds flow by approximately $2 to $3 million annually.
The Transactions create the appropriate capital structure to fund the exploration and development activities for the Clearwater
Assets and establish liquidity to meet Perpetual's debt maturities and other obligations as they become due while funding
Perpetual's value-adding opportunities at Edson and Mannville along with other new ventures and will enhance value for the
Shareholders in the short and long term. Other Perpetual stakeholders, including current, future and contingent creditors, will
benefit from Perpetual's enhanced solvency, creditworthiness, liquidity and financial capacity and the removal of going concern
considerations. Additionally, the Rubellite Share Purchase Options to be received by Perpetual provide an attractive opportunity
for Perpetual to participate in value creation from the Clearwater Assets in Rubellite over the next five years.
Following completion of the Transactions, Perpetual is expected to have sufficient liquidity to invest capital in its assets to grow
production and adjusted funds flow and convert proved and probable undeveloped reserves to proved developed producing
reserves which serves to support Perpetual's borrowing capacity, increases the fair market value of Perpetual's assets and
generally enhances Perpetual's ability to meet its obligations as they become due. In addition, with the committed maturity
extension to the First Lien Credit Facility, Perpetual anticipates it will have increased capability to enter into risk management
contracts to mitigate commodity price risk.
In the absence of completing the Transactions, Perpetual will be faced with imminent credit facility and term loan maturities and a
working capital deficit and will be significantly less well positioned to raise the new capital required to settle or refinance the
outstanding first and second lien loans. Furthermore, Perpetual will be challenged to fund the future capital required to participate
in the Edson joint venture or the development of the Clearwater Assets and thereby may fail to realize the inherent potential value
of its undeveloped reserves, undeveloped land not assigned reserves and other assets. See "Risks Relating to the Arrangement".
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Certain Canadian Federal Income Tax Considerations
In the opinion of Felesky Flynn LLP, Canadian tax counsel ("Canadian Tax Counsel") to Perpetual and Rubellite, the following is,
as of the date of this Information Circular, a summary of the principal Canadian federal income tax considerations generally
applicable under the Tax Act to a Shareholder who exchanges Common Shares under the Arrangement and ultimately owns
Rubellite Common Shares and Rubellite Warrants or who dissents from the Arrangement. This summary is applicable to a
Shareholder who, for purposes of the Tax Act, deals at arm's length with Perpetual and Rubellite, is not affiliated with Perpetual or
Rubellite and holds all Common Shares and will hold all Rubellite Warrants and Rubellite Common Shares as capital property and,
in the case of Shareholders that are trusts governed by an Exempt Plan, each annuitant, beneficiary, employer, subscriber or
holder under the Exempt Plan deals at arm's length with Rubellite. Generally, the Common Shares, Rubellite Warrants and
Rubellite Common Shares will be considered capital property to a person for purposes of the Tax Act provided the person does
not hold such securities in the course of carrying on a business and has not acquired such securities in one or more transactions
considered to be an adventure or concern in the nature of trade. Certain Shareholders who are Residents and whose Common
Shares or Rubellite Common Shares otherwise might not qualify as capital property may be entitled to make an irrevocable election
in accordance with subsection 39(4) of the Tax Act to have those shares, and any other "Canadian security", as defined in the Tax
Act, owned in the year of the election and any subsequent taxation year, deemed to be capital property.
This summary is not applicable to a Shareholder that (i) is a "financial institution" or a "specified financial institution", as those
expressions are defined in the Tax Act, (ii) an interest in which is a "tax shelter" or "tax shelter investment" as those expressions
are defined in the Tax Act, (iii) is a "principal-business corporation", as defined in the Tax Act, or whose business includes trading
or dealing in rights, licenses or privileges to explore for, drill or take minerals, petroleum, natural gas or other related hydrocarbons
or that is a trust or partnership and that acquires Rubellite Common Shares on the exercise of a Rubellite Warrant, (iv) reports its
"Canadian tax results" in a currency other than Canadian currency or (v) has entered into, or will enter into, with respect to its
Common Shares, Rubellite Common Shares or Rubellite Warrants, as the case may be, a "derivative forward agreement", each
as defined in the Tax Act. Such holders should consult their own tax advisors.
This summary assumes that Rubellite will qualify as a "public corporation" for purposes of the Tax Act from the commencement of
its first taxation year. Management of Rubellite has represented to Canadian Tax Counsel that it will take the required steps,
including making the requisite election in the manner and within the time required under the Tax Act, to so qualify Rubellite.
This summary is based on the facts set forth in this Information Circular, representations from Perpetual and Rubellite as to certain
factual matters and proposed activities, the provisions of the Tax Act in force as of the date hereof, all specific proposals to amend
the Tax Act that have been publicly announced prior to the date hereof by the Minister of Finance (Canada) ("Proposed
Amendments") and Canadian Tax Counsel's understanding of the current published administrative and assessing practices and
policies of the Canada Revenue Agency. This summary is not exhaustive of all possible Canadian federal income tax
considerations and, except for the Proposed Amendments, does not take into account or anticipate any changes in the law or any
changes in administrative or assessing practices or policies, whether by way of legislative, governmental or judicial action, nor
does it take into account provincial, territorial or foreign tax considerations, which may differ significantly from the Canadian federal
income tax considerations discussed herein. No assurance can be given that the Proposed Amendments will be enacted as
currently proposed or at all.
This summary is of a general nature only and neither is intended to be, nor should be construed to be, legal, tax or
business advice to any particular Shareholder. Consequently, Shareholders should consult their own advisors regarding
the tax consequences applicable to them in their particular circumstances. Shareholders who are resident, or who
otherwise are subject to tax, in jurisdictions other than Canada should consult their own advisors with respect to the tax
implications of the Arrangement, including any associated filing requirements, in such jurisdictions.
Shareholders Who are Not Dissenting Shareholders
This section of the summary of Certain Canadian Federal Income Tax Considerations is applicable to a Shareholder who is not a
Dissenting Shareholder.
Consolidation of Common Shares
The Consolidation should not result in a disposition of property for the purposes of the Tax Act for any Shareholder that is not a
Consolidated Shareholder, such that no gain or loss or deemed dividend should arise for any such Shareholder.
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Any holder of less than one Post-Consolidation Common Share (i.e., a Consolidated Shareholder) will cease to hold Common
Shares and will be entitled to be paid the Consolidation Consideration. A Consolidated Shareholder should be deemed to receive
a taxable dividend equal to the amount, if any, by which the Consolidation Consideration received by the Consolidated Shareholder
exceeds the paid-up capital of the Consolidated Shareholder's Common Shares immediately before the Consolidation. See
"Taxation of Dividends", below.
A Consolidated Shareholder should be considered to have disposed of all Common Shares held at the time of the Consolidation.
The Consolidation should give rise to a capital gain (or, subject to certain limitations, capital loss) to a Consolidated Shareholder
for purposes of the Tax Act to the extent that the Consolidation Consideration received exceeds (or is less than) the adjusted cost
base ("ACB") to that Shareholder of the Post-Consolidation Common Shares disposed of and any reasonable costs of disposition.
For purposes of determining the Consolidated Shareholder's capital gain (or loss), the proceeds of disposition should be equal to
the Consolidation Consideration received less the amount of any deemed dividend referred to above. The taxation of capital gains
and capital losses is discussed below under the heading "Taxation of Capital Gains and Capital Losses".
Split of Common Shares
The Split of remaining Common Shares immediately after the Consolidation should not result in a disposition of property for the
purposes of the Tax Act, such that no gain or loss or deemed dividend should arise.
Exchange of Common Share Exchange Fractions for Rubellite Common Shares
Pursuant to the Arrangement, a Shareholder (other than a Dissenting Shareholder) will exchange the Exchange Fraction of each
Common Share held for a fraction of a Rubellite Common Share, subject to rounding.
Subsection 85.1(1) of the Tax Act should apply to this exchange such that no capital gain or capital loss should arise, provided
that the Shareholder does not include any portion of the gain or loss that otherwise would be determined in the Shareholder's
Canadian federal income tax return for the year in which the exchange occurs. If subsection 85.1(1) of the Tax Act applies, the
Shareholder should be deemed to acquire the Rubellite Common Shares at an aggregate cost equal to the ACB to the Shareholder
of the Common Share held by the Shareholder immediately prior to the Arrangement multiplied by the Exchange Fraction and the
Shareholder's aggregate ACB of their Remaining Fraction(s) of the Common Shares held by the Shareholder should be equal to
(i) the ACB to the Shareholder of the Common Shares held by the Shareholder immediately prior to the Arrangement, multiplied
by (ii) 1 minus the Exchange Fraction.
Grant of Rubellite Warrants
No income, gain or loss should arise by virtue of the grant to a Shareholder of Rubellite Warrants under the Arrangement. A
Shareholder who acquires Rubellite Warrants pursuant to the Arrangement should acquire the Rubellite Warrants at a cost of nil.
Change to Remaining Fractions of Common Shares
The change of each Remaining Fraction of each outstanding Common Share into one Common Share pursuant to the Arrangement
should not constitute a disposition of the Remaining Fractions for purposes of the Tax Act, such that no gain or loss or deemed
dividend should arise. The aggregate ACB to a Shareholder of all Common Shares held immediately after the change should be
equal to the aggregate ACB to the Shareholder of all Remaining Fractions of Common Shares held by the Shareholder immediately
before the change, as described above.
Exercise of Rubellite Warrants
The exercise of a Rubellite Warrant for a Rubellite Common Share should be deemed to not be a disposition of property for
purposes of the Tax Act, such that no gain or loss should arise.
The cost to a Shareholder of a Rubellite Common Share that is acquired by the Shareholder on the exercise of a Rubellite Warrant
generally should be equal to the amount of the exercise price of the Rubellite Warrant.
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The ACB at a particular time to a Shareholder of Rubellite Common Shares acquired on the exercise of Rubellite Warrants at the
particular time and the ACB to the Shareholder of any other Rubellite Common Shares held by the Shareholder at the particular
time should be the average of the cost, as described above, of the Rubellite Common Shares so acquired and the ACB to the
Shareholder, immediately before the particular time, of the other Rubellite Common Shares held by the Shareholder.
Expiry, Sale or Other Disposition of Rubellite Warrants
If a Rubellite Warrant expires, it should be considered to be disposed of for purposes of the Tax Act for nil proceeds of disposition.
Where a Shareholder disposes of a Rubellite Warrant that is acquired under the Arrangement, a capital gain should arise to the
extent that the proceeds of disposition exceed any reasonable costs of disposition. See "Taxation of Capital Gains and Capital
Losses" below.
Dispositions of Rubellite Common Shares
The disposition by a Shareholder of a Rubellite Common Share should result in a capital gain (or, subject to certain rules in the
Tax Act, a capital loss) to the extent that the proceeds of disposition exceed (or are less than) the aggregate of the ACB to the
Shareholder of the Rubellite Common Share and any reasonable costs of disposition. The taxation of capital gains and capital
losses is discussed below under the heading "Taxation of Capital Gains and Capital Losses".
Dissenting Shareholders
A Dissenting Shareholder who is paid an amount by Perpetual as consideration for the cancellation of Dissent Shares should be
deemed to have received a taxable dividend equal to the amount, if any, by which the amount received (other than an amount, if
any, in respect of interest awarded by the Court) for the Dissent Shares exceeds the paid-up capital of such Dissent Shares. See
"Taxation of Dividends" below.
A Dissenting Shareholder should be considered to have disposed of all of the Dissent Shares held by the Dissenting Shareholder
as a result of the cancellation of such shares and should realize a capital gain (or capital loss) to the extent that the proceeds of
disposition of the Dissent Shares exceeds (or is less than) the aggregate of the ACB to the Dissenting Shareholder of the Dissent
Shares and any reasonable costs of disposition. For purposes of determining the Dissenting Shareholder's capital gain (or, subject
to certain rules in the Tax Act, capital loss), the proceeds of disposition should be equal to the amount received for the cancellation
of the Dissent Shares less the aggregate of the amount of any deemed dividend referred to above and any interest awarded by
the Court. The taxation of capital gains and capital losses is described below under the heading "Taxation of Capital Gains and
Capital Losses".
Interest awarded by the Court to a Dissenting Shareholder who is a Resident must be included in the Dissenting Shareholder's
income for purposes of the Tax Act. Any interest paid or credited to a Dissenting Shareholder who is a Non-Resident or a
partnership that is not a "Canadian partnership", as defined in the Tax Act, pursuant to a Court award should be subject to
withholding tax under the Tax Act at the rate of 25% of the gross amount of such interest, subject to potential relief under an
applicable income tax treaty.
Additional income tax considerations may be relevant to Dissenting Shareholders who fail to perfect or withdraw their claims
pursuant to the Dissent Rights.
Taxation of Capital Gains and Capital Losses
Residents
Generally, one-half of any capital gain (a "taxable capital gain") realized by a Shareholder in a taxation year must be included in
the income of the Shareholder for the year, and one-half of any capital loss (an "allowable capital loss") realized by a Shareholder
in a taxation year may be deducted from taxable capital gains realized by the Shareholder in that year. Allowable capital losses for
a taxation year in excess of taxable capital gains for that year generally may be carried back and deducted in any of the three
preceding taxation years or carried forward and deducted in any subsequent taxation year against taxable capital gains realized in
such years, to the extent and under the circumstances described in the Tax Act.
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A Shareholder that throughout the relevant taxation year is a "Canadian-controlled private corporation", as defined in the Tax Act,
may be liable to pay an additional refundable tax of 10 2/3% on certain investment income, including taxable capital gains. Capital
gains realized by a Shareholder who is an individual may give rise to a liability for minimum tax under the Tax Act.
Non-Residents
A Non-Resident Shareholder will not be subject to taxation in Canada in respect of a disposition of Common Shares, Rubellite
Warrants or Rubellite Common Shares unless such securities constitute "taxable Canadian property", as defined in the Tax Act,
at the time of disposition and the Non-Resident Shareholder is not provided relief from Canadian taxation under an applicable
income tax treaty.
A Common Share normally will not be taxable Canadian property of a particular Non-Resident Shareholder at a particular time
provided (i) the Common Share, as the case may be, is listed on a prescribed stock exchange (which includes the TSX) at the
particular time and the Non-Resident Shareholder, persons with whom the Non-Resident Shareholder does not deal at arm's
length, within the meaning of the Tax Act, or the Non-Resident Shareholder together with persons with whom the Non-Resident
Shareholder does not deal at arm's length, within the meaning of the Tax Act, do not own 25% or more of the issued shares of any
class or series of Perpetual at any time during the 60 months preceding the particular time, and (ii) the Common Share is not, at
the particular time, otherwise deemed under the Tax Act to be taxable Canadian property.
A Rubellite Common Share and a Rubellite Warrant normally will not be taxable Canadian property of a particular Non-Resident
Shareholder at a particular time provided (i) the Rubellite Common Shares are listed on a prescribed stock exchange (which
includes the TSX) at the particular time and the Non-Resident Shareholder, persons with whom the Non-Resident Shareholder
does not deal at arm's length, within the meaning of the Tax Act, or the Non-Resident Shareholder together with persons with
whom the Non-Resident Shareholder does not deal at arm's length, within the meaning of the Tax Act, do not own 25% or more of
the issued shares of any class or series of Rubellite at any time during the 60 months preceding the particular time, and (ii) the
Rubellite Common Share, or Rubellite Warrant, as the case may be, is not, at the particular time, otherwise deemed under the Tax
Act to be taxable Canadian property.
Rubellite Common Shares and Rubellite Warrants should be taxable Canadian property to any Non-Resident Shareholder
generally until the Rubellite Common Shares are listed on a prescribed stock exchange. Accordingly, if a Non-Resident
Shareholder disposes of a Rubellite Common Share or a Rubellite Warrant prior to the listing of the Rubellite Common Shares on
a prescribed stock exchange the Non-Resident Shareholder will be considered to have disposed of taxable Canadian property.
Based upon the information contained in this Information Circular (see the discussion under the heading "Stock Exchange Listing
Approvals"), Canadian Tax Counsel understands that the Rubellite Common Shares are expected to be listed on a prescribed
stock exchange shortly after the Effective Date.
If a Non-Resident disposes of taxable Canadian property, the disposition should give rise to a capital gain or capital loss in the
same manner as described above under the heading "Taxation of Capital Gains – Residents". Any such capital gain should be
subject to tax under the Tax Act, subject to potential relief under an applicable income tax treaty. A Non-Resident Shareholder is
required to file a Canadian federal income tax return if such Shareholder disposes of taxable Canadian property or realizes a
taxable capital gain on the disposition of any property.
A Non-Resident Shareholder who disposes of taxable Canadian property generally is required to notify the Canada Revenue
Agency of such disposition by registered mail pursuant to section 116 of the Tax Act no later than 10 days after the disposition.
Non-Resident Shareholders who dispose of taxable Canadian property and purchasers of such property should seek advice
concerning compliance with section 116 of the Tax Act from their own advisors.
Taxation of Dividends
Residents
In the case of a Shareholder who is an individual, dividends received or deemed to be received on the Common Shares or Rubellite
Common Shares generally will be included in computing the Shareholder's income and will be subject to the gross-up and dividend
tax credit rules normally applicable to taxable dividends received from taxable Canadian corporations. If Perpetual or Rubellite, as
the case may be, designate any such dividend or deemed dividend to be an "eligible dividend" for the purposes of the Tax Act, the
enhanced gross-up and dividend tax credit rules normally applicable to taxable dividends that are eligible dividends should apply.
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Dividends received or deemed to be received on Common Shares or Rubellite Common Shares by a Shareholder that is a
corporation should be included in computing the corporation's income and normally will be deductible in computing its taxable
income to the extent and in the circumstances provided in the Tax Act. In addition, in some circumstances, the amount of such
dividend may be treated as proceeds of disposition or a capital gain on the Common Shares or Rubellite Common Shares, as the
case may be, and not as a dividend. The taxation of capital gains and capital losses is described above under the heading "Taxation
of Capital Gains and Capital Losses".
A Shareholder that is a "private corporation", as defined in the Tax Act, or any other corporation resident in Canada and controlled
or deemed to be controlled by or for the benefit of an individual (other than a trust) or a "related group", as defined in the Tax Act,
of individuals (other than trusts) may be liable to pay a refundable tax under Part IV of the Tax Act of 38 1/3% of any dividends
received or deemed to be received on Common Shares or Rubellite Common Shares to the extent that such dividends are
deductible in computing the Shareholder's taxable income.
Non-Residents
Dividends paid or credited, or deemed to be paid or credited, by Perpetual or Rubellite to a Shareholder that is a Non-Resident or
a partnership that is not a "Canadian partnership", as defined in the Tax Act, should be subject to Canadian non-resident
withholding tax of 25%, subject to reduction under an applicable income tax treaty.
Qualified Investment Status
The Common Shares will be qualified investments for Exempt Plans. Based upon the information contained in this Information
Circular and representations by management of Rubellite to Canadian Tax Counsel, Rubellite Common Shares and Rubellite
Warrants will be qualified investments for Exempt Plans.
Notwithstanding the foregoing, the holder, subscriber, or annuitant of an Exempt Plan, as the case may be, will be subject to a
penalty tax as set out in the Tax Act if a Common Share, Rubellite Common Share, or Rubellite Warrant held by such Exempt Plan
is a "prohibited investment" for the Exempt Plan for purposes of the Tax Act.
A security of Perpetual or Rubellite will generally be a "prohibited investment" for an Exempt Plan if the holder, subscriber or
annuitant, as the case may be, does not deal at arm's length with Perpetual or Rubellite, as the case may be, for the purposes of
the Tax Act or has a "significant interest" (as defined in the Tax Act) in Perpetual or Rubellite, as the case may be. In addition, the
Common Shares and Rubellite Common Shares, as the case may be, will generally not be a prohibited investment if such shares
are "excluded property" as defined in the Tax Act for purposes of the prohibited investment rules.
Certain United States Federal Income Tax Considerations
The following summarizes certain U.S. federal income tax considerations under the Code generally applicable to certain U.S.
Holders (as defined below) in respect of the Arrangement, the acquisition, holding, and disposition of Rubellite Common Shares
received pursuant to the Arrangement, and the exercise, disposition, and lapse of Rubellite Warrants received pursuant to the
Arrangement. This discussion is based upon the provisions of the Code, Treasury Regulations, and current administrative rulings
and court decisions and the Convention Between Canada and the United States of America with Respect to Taxes on Income and
on Capital, signed September 26, 1980, as amended (the "Treaty"), all of which are subject to change, possibly with retroactive
effect. Changes in these authorities may cause the U.S. federal income tax consequences to vary substantially from those
described below. This summary does not address the U.S. federal alternative minimum, U.S. federal estate and gift, U.S. state or
local, U.S. federal net investment income and non-U.S. tax consequences to U.S. Holders in respect of the Arrangement, the
ownership and disposition of Rubellite Common Shares received pursuant to the Arrangement or the exercise, disposition, and
lapse of Rubellite Warrants received pursuant to the Arrangement. Except as specifically set forth below, this summary does not
discuss applicable tax filing and reporting requirements.
Neither Perpetual nor Rubellite has requested nor will they request a ruling from the IRS or opinion from legal counsel with respect
to any of the U.S. federal income tax consequences described below. The IRS may disagree with and challenge any of the
conclusions reached herein.
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This discussion applies only to U.S. Holders that own Common Shares and will own Rubellite Common Shares and Rubellite
Warrants as "capital assets" within the meaning of Section 1221 of the Code (generally, property held for investment), and does
not comment on all aspects of U.S. federal income taxation that may be important to certain U.S. Holders in light of their particular
circumstances, such as U.S. Holders subject to special tax rules (including, but not limited to, banks and other financial institutions,
brokers, dealers or traders in securities or commodities, insurance companies, regulated investment companies, real estate
investment trusts, traders that elect to mark-to-market their securities, certain expatriates or former long-term residents of the
United States, personal holding companies, "S" corporations, partnerships or other flow-through entities, U.S. expatriates, taxexempt organizations, tax-qualified retirement plans, persons that own directly, indirectly, or constructively 5% or more, by voting
power or value, of Perpetual stock or will own 10% or more, by voting power or value, of Rubellite stock, persons who are subject
to alternative minimum tax, persons who hold Common Shares, Rubellite Common Shares or Rubellite Warrants as a position in
a "straddle" or as part of a "hedging", "conversion" or "integrated" transaction, persons that have a functional currency other than
the U.S. dollar, persons subject to special tax accounting rules, persons subject to taxing jurisdictions other than, or in addition to,
the United States, or persons who acquired Common Shares through the exercise of employee stock options or otherwise as
compensation for services). U.S. Holders that are subject to special provisions under the Code, including holders described
immediately above, are urged to consult their own tax advisors regarding the U.S. and non-U.S. tax consequences relating to the
Arrangement, the ownership and disposition of Rubellite Common Shares received pursuant to the Arrangement, and the exercise,
disposition, and lapse of Rubellite Warrants received pursuant to the Arrangement.
If a partnership (including any entity treated as a partnership for U.S. federal income tax purposes) is a U.S. Holder, the tax
treatment of a partner in the partnership generally will depend upon the status of the partner and the activities of the partnership.
Partnerships or partners in a partnership holding Common Shares are urged to consult their own tax advisors regarding the tax
consequences of the Arrangement.
U.S. Holders are urged to also review the separate discussion concerning Canadian federal income tax consequences. See
"Certain Canadian Federal Income Tax Considerations" above.
This summary assumes that Perpetual is not, and has never been, a passive foreign investment company ("PFIC") for
U.S. federal income tax purposes. A foreign corporation is a PFIC for U.S. federal income tax purposes if either (A) at least 75%
of its gross income in a taxable year, including its pro rata share of the gross income of any corporation in which it is considered
to own at least 25% of the shares by value, is passive income, or (B) at least 50% of its assets in a taxable year, ordinarily
determined based on fair market value and averaged quarterly over the year, including its pro rata share of the assets of any
corporation in which it is considered to own at least 25% of the shares by value, are held for the production of or produce passive
income. See "Passive Foreign Investment Company Rules" below for a more detailed discussion of the rules applicable to PFICs.
THIS SUMMARY IS FOR GENERAL INFORMATION ONLY AND IS NOT INTENDED TO CONSTITUTE A COMPLETE
DESCRIPTION OF ALL UNITED STATES TAX CONSEQUENCES RELATING TO THE ARRANGEMENT, HOLDING AND
DISPOSING OF RUBELLITE COMMON SHARES RECEIVED PURSUANT TO THE ARRANGEMENT, AND THE EXERCISE,
DISPOSITION, AND LAPSE OF RUBELLITE WARRANTS RECEIVED PURSUANT TO THE ARRANGEMENT.
SHAREHOLDERS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS REGARDING THE TAX CONSEQUENCES TO
THEM (INCLUDING THE APPLICATION AND EFFECT OF ANY STATE, LOCAL AND NON-U.S. INCOME AND OTHER TAX
LAWS) OF THE ARRANGEMENT.
For purposes of this summary, a "U.S. Holder" is a beneficial owner of Common Shares that is: (i) a U.S. citizen or U.S. resident
alien as determined for U.S. federal income tax purposes; (ii) a corporation, or other entity taxable as a corporation for U.S. federal
income tax purposes, that was created or organized under the laws of the United States, any State thereof or the District of
Columbia; (iii) an estate whose income is subject to U.S. federal income taxation regardless of its source; or (iv) a trust that either
is subject to the supervision of a court within the United States and has one or more U.S. persons with authority to control all of its
substantial decisions or has a valid election in effect under applicable Treasury Regulations to be treated as a U.S. person.
U.S. Federal Income Tax Consequences of the Arrangement
Consolidation of Common Shares
The Consolidation is intended to constitute a "recapitalization" within the meaning of Section 368(a)(1)(E) of the Code
("Recapitalization") for U.S. federal income tax purposes. Assuming the Consolidation qualifies as a Recapitalization, a U.S.
Holder generally should not recognize gain or loss upon the receipt of the Post-Consolidation Common Shares in the Consolidation.
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A U.S. Holder's aggregate tax basis in the Post-Consolidation Common Shares received pursuant to the Consolidation should
equal the aggregate tax basis of the Common Shares surrendered, and such U.S. Holder's holding period in the Post-Consolidation
Common Shares received should include the holding period in the Common Shares surrendered. Treasury Regulations provide
detailed rules for allocating the tax basis and holding period of the Common Shares surrendered to the Post-Consolidation Common
Shares received pursuant to the Consolidation. U.S. Holders of Common Shares acquired on different dates and at different prices
should consult their own tax advisors regarding the allocation of the tax basis and holding period of such shares.
Disposition of Fractional Post-Consolidation Common Shares by Consolidated Shareholders
Following the Consolidation, any U.S. Holder of less than one Post-Consolidation Common Share will cease to hold Common
Shares and will be entitled to be paid the Consolidation Consideration. Subject to the discussion below, U.S. Holders will generally
recognize gain or loss on the disposition of the fractional Post-Consolidation Common Share for the Consolidation Consideration
in an amount equal to the difference, if any, between (i) the U.S. dollar amount of the Consolidation Consideration received and
(ii) the U.S. Holder's adjusted tax basis in the fractional Post-Consolidation Common Share exchanged therefor. Such gain or loss
should be a capital gain or loss and treated as long-term capital gain or loss if the U.S. Holder held the Common Shares for more
than one year. Long-term capital gains recognized by U.S. Holders that are not corporations generally are eligible for reduced rates
of U.S. federal income taxation. The deductibility of capital losses is subject to limitations under the Code. U.S. Holders that are
treated as constructively owning additional Post-Consolidation Common Shares within the meaning of Section 318 of the Code
may be subject to different rules and should consult their own tax advisors. Under Section 318 of the Code, a U.S. Holder may be
treated as constructively owning Post-Consolidation Common Shares that are actually owned, and in some cases constructively
owned, by certain related individuals and certain entities in which the U.S. Holder has an interest or that have an interest in the
U.S. Holder, as well as any Post-Consolidation Common Shares the U.S. Holder has a right to acquire by exercise of an option or
by the conversion or exchange of a security.
Split of Common Shares
The Split is intended to constitute a Recapitalization for U.S. federal income tax purposes. Assuming the Split qualifies as a
Recapitalization, a U.S. Holder generally should not recognize gain or loss upon the receipt of the Post-Split Common Shares in
the Split. A U.S. Holder's aggregate tax basis in the Post-Split Common Shares received pursuant to the Split should equal the
aggregate tax basis of the Post-Consolidation Common Shares surrendered, and such U.S. Holder's holding period in the PostSplit Common Shares received should include the holding period in the Post-Consolidation Common Shares surrendered. Treasury
Regulations provide detailed rules for allocating the tax basis and holding period of the Post-Consolidation Common Shares
surrendered to the Post-Split Common Shares received pursuant to the Split. U.S. Holders of Common Shares acquired on different
dates and at different prices should consult their own tax advisors regarding the allocation of the tax basis and holding period of
such shares.
Fractions of Common Shares Exchanged for Rubellite Common Shares
The U.S. federal income tax treatment of the exchange of a fraction of each Common Share for a fraction of a Rubellite Common
Share (the "Share Exchange") and the issuance of Rubellite Warrants to U.S. Holders is not clear. Subject to the discussion
below, U.S. Holders are intended to recognize gain or loss on the Share Exchange in an amount equal to the difference, if any,
between (i) the fair market value of the fractional Rubellite Common Share received and (ii) the U.S. Holder's adjusted tax basis in
the fractional Common Share exchanged therefor. Such gain or loss should be capital gain or loss and treated as long-term capital
gain or loss if the U.S. Holder held the Common Shares for more than one year. Long-term capital gains recognized by U.S.
Holders that are not corporations generally are eligible for reduced rates of U.S. federal income taxation. The deductibility of capital
losses is subject to limitations under the Code. A U.S. Holder's initial aggregate tax basis in the Rubellite Common Shares received
pursuant to such exchange will be equal to the fair market value of such shares (determined as of the Effective Date), and the U.S.
Holder's holding period in the Rubellite Common Shares received should begin on the day after the Effective Date. Although not
free from doubt, the issuance of the Rubellite Warrants to U.S. Holders is intended to be treated as part of a separate financing
which includes the Standby Agreement and the Rubellite Warrants are not intended to be treated as part of the consideration paid
by Rubellite in the Share Exchange. If the Rubellite Warrants are treated as part of the consideration in the Share Exchange, the
fair market value of such warrants will be included in the consideration received by U.S. Holders under subparagraph (i) above
and U.S. Holders will obtain a tax basis in such Rubellite Warrants equal to their fair market value at the time of issuance.
In the alternative, a U.S. Holder that receives Rubellite Common Shares and Rubellite Warrants pursuant to the Arrangement may
be treated as receiving a distribution of property from Perpetual in an amount equal to the fair market value of the Rubellite Common
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Shares and Rubellite Warrants received on the Effective Date (without reduction for any Canadian income or other tax withheld
from such distribution). Such distribution would be taxable to the U.S. Holder as a dividend to the extent of Perpetual's current and
accumulated earnings and profits as determined under U.S. federal income tax principles. To the extent the fair market value of
the securities distributed exceeds Perpetual's deemed adjusted tax basis in such securities (as calculated for U.S. federal income
tax purposes), the Arrangement can be expected to generate additional earnings and profits for Perpetual. Any such dividend
generally will not be eligible for the "dividends received deduction" in the case of U.S. Holders that are corporations. To the extent
that the fair market value of the Rubellite Common Shares and Rubellite Warrants exceeds the current and accumulated earnings
and profits of Perpetual, the distribution of the Rubellite Common Shares and Rubellite Warrants pursuant to the Arrangement will
be treated first as a non-taxable return of capital to the extent of a U.S. Holder's tax basis in the Common Shares, with any
remaining amount being taxed as a capital gain. However, Perpetual may not maintain the calculations of earnings and profits in
accordance with U.S. federal income tax principles, and each U.S. Holder should therefore assume that such distribution by
Perpetual will constitute ordinary dividend income. Preferential tax rates apply to long-term capital gains of a U.S. Holder that is an
individual, estate, or trust. There are currently no preferential tax rates for long-term capital gains of a U.S. Holder that is a
corporation. Subject to applicable limitations and provided Perpetual is eligible for the benefits of the Treaty or the Common Shares
are readily tradable on a U.S. securities market, dividends paid by Perpetual to non-corporate U.S. Holders, including individuals,
generally will be eligible for the preferential tax rates applicable to long-term capital gains for dividends, provided certain holding
period and other conditions are satisfied, including that Perpetual not be classified as a PFIC in the tax year of distribution or in the
preceding tax year. If a U.S. Holder is not eligible for the preferential tax rates discussed above, a dividend paid by Perpetual to a
U.S. Holder generally will be taxed at ordinary income tax rates (rather than the preferential tax rates applicable to long-term capital
gains). The dividend rules are complex, and each U.S. Holder should consult its own tax advisors regarding the application of such
rules.
The tax rules applicable to the Share Exchange and issuance of Rubellite Warrants are complex and each U.S. Holder is urged to
consult its own tax advisor regarding the tax treatment of the Share Exchange and the issuance of Rubellite Warrants to U.S.
Holders pursuant to the Arrangement.
Issuance, Exercise, Disposition and Expiration of Rubellite Warrants
Subject to the discussion above under "Fractions of Common Shares Exchanged for Rubellite Common Shares", the issuance of
the Rubellite Warrants to U.S. Holders is intended to be a non-taxable distribution governed by Section 305(a) of the Code.
Perpetual believes a U.S. Holder's tax basis in Rubellite Warrants received from Rubellite should be zero because, on the date of
issuance, the fair market value of the Rubellite Warrants was less than 15% of the fair market value of the Rubellite Common
Shares on which such Rubellite Warrants were distributed. However, under Section 307(b)(2) of the Code and the Treasury
Regulations promulgated thereunder, a U.S. Holder may make an election to allocate a portion of the tax basis in the U.S. Holder's
existing Rubellite Common Shares to the Rubellite Warrants with the U.S. Holder's timely filed U.S. federal income tax return for
the taxable year in which the Rubellite Warrants were received.
A U.S. Holder that does not make an election under Section 307(b)(2) of the Code in connection with the receipt of the Rubellite
Warrants should generally: (i) have a tax basis in the new Rubellite Common Shares received upon exercise of Rubellite Warrants
(the "Rubellite Warrant Shares") equal to the exercise price paid in connection therewith; and (ii) have a tax basis in their existing
Rubellite Common Shares equal to such U.S. Holder's tax basis in its existing Rubellite Common Shares immediately prior to the
issuance of the Rubellite Warrants. It is unclear whether a U.S. Holder's holding period for the Rubellite Warrant Share received
on the exercise of a Rubellite Warrant would commence on the date of exercise of the Rubellite Warrant or the day following the
date of exercise of the Rubellite Warrant.
A U.S. Holder will recognize gain or loss on the sale or other taxable disposition of a Rubellite Warrant in an amount equal to the
difference, if any, between (a) the amount of cash plus the fair market value of any property received and (b) such U.S. Holder's
tax basis in the Rubellite Warrant sold or otherwise disposed of. Any such gain or loss generally will be a capital gain or loss, which
will be a long-term capital gain or loss if the Rubellite Warrant is held for more than one year. Deductions for capital losses are
subject to complex limitations under the Code.
Upon the lapse or expiration of a Rubellite Warrant, a U.S. Holder will recognize a loss in an amount equal to such U.S. Holder's
tax basis in the Rubellite Warrant. Any such loss generally will be a capital loss and will be long-term capital loss if the Rubellite
Warrants are held for more than one year. Deductions for capital losses are subject to complex limitations under the Code.
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The foregoing discussion regarding the Rubellite Warrants and Rubellite Warrant Shares is subject to the discussion below under
"Passive Foreign Investment Company Rules". U.S. Holders should consider their individual circumstances and consult their own
tax advisors regarding the advisability of making the election under Section 307(b)(2) of the Code.
Change to Remaining Common Shares
The change of the Remaining Fraction of each Common Share to one (1) Common Share is intended to constitute a
Recapitalization for U.S. federal income tax purposes. Assuming such change qualifies as a Recapitalization, a U.S. Holder
generally should not recognize gain or loss upon the receipt of the increased Common Shares. A U.S. Holder's aggregate tax basis
in the increased Common Shares received pursuant to such change should equal the aggregate tax basis of the Remaining
Fraction surrendered, and such U.S. Holder's holding period in the increased Common Shares received should include the holding
period in the Remaining Fraction surrendered. Treasury Regulations provide detailed rules for allocating the tax basis and holding
period of the Remaining Fraction surrendered to the increased Common Shares received pursuant to such change. U.S. Holders
of Common Shares acquired on different dates and at different prices should consult their own tax advisors regarding the allocation
of the tax basis and holding period of such shares.
Dissenting Shareholders
A U.S. Holder that is a Dissenting Shareholder in the Arrangement and is paid cash in exchange for all of such U.S. Holder's
Common Shares generally will recognize gain or loss in an amount equal to the difference, if any, between (i) the U.S. dollar value
of the Canadian dollars received by such U.S. Holder in exchange for its Common Shares and (ii) the U.S. Holder's adjusted tax
basis in the Common Shares. Such gain or loss generally will be capital gain or loss and will be long-term capital gain or loss if the
Dissenting Shareholder held the Common Shares for more than one year. Long-term capital gains recognized by U.S. Holders
that are not corporations generally are eligible for reduced rates of U.S. federal income taxation. The deductibility of capital losses
is subject to limitations under the Code.
U.S. Federal Income Tax Consequences to U.S. Holders Related to the Ownership and Disposition of Rubellite Common
Shares
The following discussion is subject in its entirety to the rules described below under the heading "Passive Foreign Investment
Company Rules".
Distributions on Rubellite Common Shares
A U.S. Holder that receives a distribution, including a constructive distribution, with respect to a Rubellite Common Share will be
required to include the amount of such distribution in gross income as a dividend (without reduction for any foreign income tax
withheld from such distribution) to the extent of the current or accumulated "earnings and profits" of Rubellite, as computed for
U.S. federal income tax purposes. To the extent that a distribution exceeds the current and accumulated "earnings and profits" of
Rubellite, such distribution will be treated first as a tax-free return of capital to the extent of a U.S. Holder's tax basis in the Rubellite
Common Shares and thereafter as gain from the sale or exchange of such Rubellite Common Shares (see "Sale or Other Taxable
Disposition of Rubellite Common Shares" below). However, Rubellite may not maintain the calculations of its earnings and profits
in accordance with U.S. federal income tax principles, and each U.S. Holder may have to assume that any distribution by Rubellite
with respect to the Rubellite Common Shares will constitute dividend income. Dividends received on Rubellite Common Shares by
corporate U.S. Holders generally will not be eligible for the "dividends received deduction". Subject to applicable limitations and
provided Rubellite is eligible for the benefits of the Treaty or the Rubellite Common Shares are readily tradable on a U.S. securities
market, dividends paid by Rubellite to non-corporate U.S. Holders, including individuals, generally will be eligible for the preferential
tax rates applicable to long-term capital gains for dividends, provided certain holding period and other conditions are satisfied,
including that Rubellite not be classified as a PFIC (as defined below) in the tax year of distribution or in the preceding tax year.
The dividend rules are complex, and each U.S. Holder is urged to consult its own tax advisor regarding the application of such
rules.
Sale or Other Taxable Disposition of Rubellite Common Shares
A U.S. Holder will generally recognize gain or loss on the sale or other taxable disposition of Rubellite Common Shares in an
amount equal to the difference, if any, between (a) the amount of cash plus the fair market value of any property received and (b)
such U.S. Holder's tax basis in such Rubellite Common Shares sold or otherwise disposed of. Any such gain or loss generally will
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be capital gain or loss, which will be long-term capital gain or loss if, at the time of the sale or other disposition, such Rubellite
Common Shares are held for more than one year. Preferential tax rates apply to long-term capital gains of a U.S. Holder that is
an individual, estate, or trust. There are currently no preferential tax rates for long-term capital gains of a U.S. Holder that is a
corporation. Deductions for capital losses are subject to significant limitations under the Code.
Passive Foreign Investment Company Rules
If Rubellite were to constitute a "passive foreign investment company" or "PFIC" under Section 1297 of the Code for any year
during a U.S. Holder's holding period, then certain potentially adverse rules would affect the U.S. federal income tax consequences
to a U.S. Holder resulting from the acquisition, ownership and disposition of Rubellite Common Shares, Rubellite Warrants and
Rubellite Warrant Shares. Based on current business plans and financial expectations, Rubellite expects that it should not be a
PFIC for its current tax year and expects that it should not be a PFIC for the foreseeable future. No opinion of legal counsel or
ruling from the IRS concerning the status of Rubellite as a PFIC has been obtained or is currently planned to be requested. PFIC
classification is fundamentally factual in nature, generally cannot be determined until the close of the tax year in question, and is
determined annually. Additionally, the analysis depends, in part, on the application of complex U.S. federal income tax rules, which
are subject to differing interpretations. Consequently, there can be no assurance that Rubellite has never been, is not, and will not
become a PFIC for any tax year during which U.S. Holders hold Rubellite Common Shares, Rubellite Warrants or Rubellite Warrant
Shares.
In addition, in any year in which Rubellite is classified as a PFIC, U.S. Holders will be required to file an annual report with the IRS
containing such information as Treasury Regulations and/or other IRS guidance may require. In addition to penalties, a failure to
satisfy such reporting requirements may result in an extension of the time period during which the IRS can assess a tax. U.S.
Holders should consult their own tax advisors regarding the requirements of filing such information returns under these rules,
including the requirement to file an IRS Form 8621 annually.
Rubellite will be a PFIC if, for a tax year, (a) 75% or more of the gross income of Rubellite for such tax year is passive income (the
"income test") or (b) 50% or more of the value of Rubellite's assets either produce passive income or are held for the production
of passive income (the "asset test"), based on the quarterly average of the fair market value of such assets. "Gross income"
generally includes all sales revenues less the cost of goods sold, plus income from investments and from incidental or outside
operations or sources, and "passive income" generally includes, for example, dividends, interest, certain rents and royalties, certain
gains from the sale of stock and securities, and certain gains from commodities transactions. In addition, for purposes of the PFIC
income test and asset test described above, if Rubellite owns, directly or indirectly, 25% or more of the total value of the outstanding
shares of another corporation, Rubellite will be treated as if it (a) held a proportionate share of the assets of such other corporation
and (b) received directly a proportionate share of the income of such other corporation.
Under certain attribution rules, if Rubellite is a PFIC, U.S. Holders will be deemed to own their proportionate share of any subsidiary
of Rubellite which is also a PFIC (a "Subsidiary PFIC"), and will be subject to U.S. federal income tax on (i) a distribution on the
shares of a Subsidiary PFIC or (ii) a disposition of shares of a Subsidiary PFIC, both as if the holder directly held the shares of
such Subsidiary PFIC.
If Rubellite were a PFIC in any tax year that a U.S. Holder held Rubellite Common Shares, Rubellite Warrants or Rubellite Warrant
Shares, such holder generally would be subject to special rules under Section 1291 of the Code with respect to "excess
distributions" made by Rubellite on the Rubellite Common Shares, Rubellite Warrants or Rubellite Warrant Shares and with respect
to gain from the disposition of Rubellite Common Shares, Rubellite Warrants or Rubellite Warrant Shares. An "excess distribution"
generally is defined as the excess of distributions with respect to the Rubellite Common Shares, Rubellite Warrants or Rubellite
Warrant Shares received by a U.S Holder in any tax year over 125% of the average annual distributions such U.S. Holder has
received from Rubellite during the shorter of the three preceding tax years, or such U.S. Holder's holding period for the Rubellite
Common Shares, Rubellite Warrants or Rubellite Warrant Shares, as applicable. Generally, a U.S. Holder would be required to
allocate any excess distribution or gain from the disposition of the Rubellite Common Shares, Rubellite Warrants or Rubellite
Warrant Shares ratably over its holding period for the Rubellite Common Shares, Rubellite Warrants or Rubellite Warrant Shares.
Such amounts allocated to the year of the disposition or excess distribution would be taxed as ordinary income, and amounts
allocated to prior tax years would be taxed as ordinary income at the highest tax rate in effect for each such year and an interest
charge at a rate applicable to underpayments of tax would apply.
While there are U.S. federal income tax elections that sometimes can be made to mitigate these adverse tax consequences
(including, without limitation, the "QEF Election" under Section 1295 of the Code and the "Mark-to-Market Election" under Section
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1296 of the Code), such elections are available in limited circumstances and must be made in a timely manner. Under proposed
Treasury Regulations, if a U.S. Holder has an option, warrant, or other right to acquire stock of a PFIC (such as the Rubellite
Warrants), such option, warrant or right is considered to be PFIC stock subject to the default rules of Section 1291 of the Code
that apply to "excess distributions" and dispositions described above. However, under the proposed Treasury Regulations, for the
purposes of the PFIC rules, the holding period for any Rubellite Warrant Shares acquired upon the exercise of a Rubellite Warrant
will begin on the date a U.S. Holder acquires the Rubellite Warrant (and not the date the Rubellite Warrants are exercised). This
will impact the availability, and consequences, of the QEF Election and Mark-to-Market Election with respect to the Rubellite
Warrant Shares. Thus, a U.S. Holder will have to account for Rubellite Warrant Shares and Rubellite Common Shares under the
PFIC rules and the applicable elections differently. In addition, a QEF Election and Mark-to-Market Election may not be made with
respect to the Rubellite Warrants.
U.S. Holders should be aware that, for each tax year, if any, that Rubellite is a PFIC, Rubellite can provide no assurances that it
will satisfy the record keeping requirements of a PFIC, or that it will make available to U.S. Holders the information such U.S.
Holders require to make a QEF Election with respect to Rubellite or any Subsidiary PFIC.
Certain additional adverse rules may apply with respect to a U.S. Holder if Rubellite is a PFIC, regardless of whether the U.S.
Holder makes a QEF Election. These rules include special rules that apply to the amount of foreign tax credit that a U.S. Holder
may claim on a distribution from a PFIC. Subject to these special rules, foreign taxes paid with respect to any distribution in respect
of stock in a PFIC are generally eligible for the foreign tax credit. U.S. Holders should consult with their own tax advisors regarding
the potential application of the PFIC rules to the ownership and disposition of Rubellite Common Shares, Rubellite Warrants and
Rubellite Warrant Shares, and the availability of certain U.S. tax elections under the PFIC rules.
Foreign Tax Credits and Limitations
Subject to the PFIC rules discussed above, a U.S. Holder that pays, through withholding, Canadian tax, with respect to any
dividends or in connection with a sale, redemption or other taxable disposition of shares may generally elect for any taxable year
to receive either a credit or a deduction for all foreign income taxes paid by such holder during the year. The foreign tax credits
rules are complex and involve the application of rules that depend on a U.S. Holder's particular circumstances. Each U.S. Holder
should consult its own tax advisor regarding applicable foreign tax credit rules.
Foreign Currency
The amount of any distribution paid to a U.S. Holder in foreign currency, or the amount of proceeds paid in foreign currency on the
sale, exchange or other taxable disposition of shares, generally will be equal to the U.S. dollar value of such foreign currency based
on the exchange rate applicable on the date of receipt (regardless of whether such foreign currency is converted into U.S. dollars
at that time). A U.S. Holder will have a basis in the foreign currency equal to its U.S. dollar value on the date of receipt. Any U.S.
Holder who converts or otherwise disposes of the foreign currency after the date of receipt may have a foreign currency exchange
gain or loss that would be treated as ordinary income or loss, and generally will be U.S. source income or loss for foreign tax credit
purposes. Different rules apply to U.S. Holders who use the accrual method of tax accounting. Each U.S. Holder should consult its
own tax advisors concerning issues related to foreign currency.
Backup Withholding and Information Reporting
The proceeds of a sale or deemed sale by a U.S. Holder of Common Shares or Rubellite Common Shares, or distributions thereon,
may be subject to information reporting to the IRS and to U.S. backup withholding. Backup withholding will not apply, however, to
a U.S. Holder that furnishes a correct taxpayer identification number and makes other required certifications, or that is otherwise
exempt from backup withholding and establishes such exempt status.
Backup withholding is not an additional tax. Amounts withheld may be credited against a U.S. Holder's U.S. federal income tax
liability, and a U.S. Holder generally may obtain a refund of any excess amounts withheld under the backup withholding rules by
timely filing an appropriate claim for refund with the IRS and furnishing any required information.
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Specified Foreign Financial Assets Reporting
Certain U.S. Holders that hold "specified foreign financial assets" are generally required to attach to their annual returns a
completed IRS Form 8938, Statement of Specified Foreign Financial Assets, with respect to such assets (and can be subject
to substantial penalties for failure to file). The definition of specified foreign financial assets includes not only financial
accounts maintained in foreign financial institutions, but also, if held for investment and not held in an account maintained by a
financial institution, securities of non-U.S. issuers (subject to certain exceptions, including an exception for securities of non-U.S.
issuers held in accounts maintained by domestic financial institutions). U.S. Holders are urged to consult their own tax advisors
regarding the possible reporting requirements with respect to their investments in Common Shares or Rubellite Common Shares
and the penalties for non-compliance.
THIS DISCUSSION IS GENERAL IN NATURE AND DOES NOT DISCUSS ALL ASPECTS OF U.S. FEDERAL
INCOME TAXATION THAT MAY BE RELEVANT TO A PARTICULAR SHAREHOLDER IN LIGHT OF THE
SHAREHOLDER'S PARTICULAR CIRCUMSTANCES, OR TO CERTAIN TYPES OF SHAREHOLDERS SUBJECT
TO SPECIAL TREATMENT UNDER U.S. FEDERAL INCOME TAX LAWS. YOU ARE URGED TO CONSULT WITH
YOUR OWN TAX ADVISOR TO DETERMINE THE PARTICULAR TAX CONSEQUENCES TO YOU OF THE
ARRANGEMENT, THE HOLDING AND DISPOSING OF RUBELLITE COMMON SHARES RECEIVED PURSUANT TO
THE ARRANGEMENT AND THE EXERCISE, DISPOSITION, AND LAPSE OF RUBELLITE WARRANTS
RECEIVED PURSUANT TO THE ARRANGEMENT, INCLUDING THE APPLICABILITY AND EFFECT OF
STATE, LOCAL AND FOREIGN TAX LAWS.
Rights of Dissent
The following description of the rights of Dissenting Shareholders is not a comprehensive statement of the procedures to be
followed by a Dissenting Shareholder who seeks payment of the fair value of such Shareholder's Common Shares and is qualified
in its entirety by the reference to the full text of the Interim Order which is attached to this Information Circular as Appendix B and
the full text of Section 191 of the ABCA which is attached to this Information Circular as Appendix F. A Shareholder who intends
to exercise Dissent Rights should carefully consider and comply with the provisions of Section 191 of the ABCA, as
modified by the Interim Order. Failure to comply with the provisions of that section, as modified by the Interim Order, and
to adhere to the procedures established therein may result in the loss of all rights thereunder.
The Court hearing the application for the Final Order has the discretion to alter the rights of dissent described herein based on the
evidence presented at such hearing.
Under the Interim Order, a registered Shareholder is entitled, in addition to any other rights he may have, to dissent and to be
paid by Perpetual the fair value of the Common Shares held by him or her in respect of which he or she dissents, determined as of
the close of business on the last business day before the Meeting. A Shareholder may dissent only with respect to all of the
Common Shares held by him or her or on behalf of any one beneficial owner and registered in the Dissenting Shareholder's name.
Beneficial Shareholders who wish to dissent, should be aware that only the registered owner of such Common Shares is
entitled to dissent. Accordingly, a Beneficial Shareholder desiring to exercise his or her right of dissent must make
arrangements for the Common Shares beneficially owned by him or her to be registered in his or her name prior to the
time the written objection to the Arrangement Resolution is required to be received by Perpetual or, alternatively, make
arrangements for the registered holder of his or her Common Shares to dissent on his or her behalf.
A Dissenting Shareholder must send to Perpetual a written objection to the Arrangement Resolution, which written
objection must be received by Perpetual, c/o its counsel Burnet, Duckworth & Palmer LLP, 2400, 525 – 8th Avenue,
S.W., Calgary, Alberta, Canada T2P 1G1, Attention: Paul Chiswell before the Meeting or by the Chairman of the
Meeting at the Meeting. No Shareholder who has voted in favour of the Arrangement shall be entitled to dissent with
respect to the Arrangement. An application may be made to the Court by Perpetual or by a Dissenting Shareholder to fix the
fair value of the Dissenting Shareholder's Common Shares. If such an application to the Court is made by either Perpetual
or a Dissenting Shareholder, Perpetual must, unless the Court otherwise orders, send to each Dissenting Shareholder a
written offer to pay him or her an amount considered by the board of directors to be the fair value of the Common Shares
held by such Dissenting Shareholder. The offer, unless the Court otherwise orders, will be sent to each Dissenting Shareholder at
least 10 days before the date on which the application is returnable, if Perpetual is the applicant, or within 10 days after
Perpetual is served with notice of the application, if a Dissenting Shareholder is the applicant. The offer must be made on the
same terms to each Dissenting Shareholder and must be accompanied by a statement showing how the fair value was
determined.

55
A Dissenting Shareholder is not required to give security for costs in respect of an application and, except in special
circumstances, will not be required to pay the costs of the application and appraisal. On the application, the Court will make an
order under subsection 191(13) of the ABCA fixing the fair value of the Common Shares of all Dissenting Shareholders who are
parties to the application, giving judgment in that amount against Perpetual and in favour of each of those Dissenting
Shareholders, and fixing the time within which Perpetual must pay that amount to the Dissenting Shareholders. The Court
may in its discretion allow a reasonable rate of interest on the amount payable to each Dissenting Shareholder calculated from
the date on which the Dissenting Shareholder ceases to have any rights as a Shareholder under the ABCA until the date of
payment.
Perpetual shall not make a payment to a Dissenting Shareholder under Section 191 of the ABCA if there are reasonable grounds
for believing that Perpetual is or would after the payment be unable to pay its liabilities as they become due, or the realizable
value of the assets of Perpetual would by reason of the payment be less than the aggregate of its liabilities. In such event,
Perpetual shall, within 10 days after the pronouncement of the order under subsection 191(13) of the ABCA, or the making of an
agreement between a Dissenting Shareholder and Perpetual as to the payment to be made for such Dissenting
Shareholder's Common Shares, notify each Dissenting Shareholder that it is lawfully unable to pay Dissenting Shareholders for
their Common Shares. In such event, each Dissenting Shareholder retains his status as a claimant against Perpetual to be
paid as soon as Perpetual is lawfully entitled to do so or, in a liquidation, to be ranked subordinate to creditors but prior to
holders of then outstanding shares of Perpetual.
All Common Shares held by Dissenting Shareholders will be deemed to be transferred to Perpetual for cancellation on the Effective
Date in exchange for payment of the fair value of such Common Shares determined as of the close of business on the last business
day before the Arrangement is approved by the Shareholders at the Meeting.
The Arrangement Agreement provides that, unless otherwise waived, it is a condition to the obligation of Perpetual to complete
the Arrangement that the board of directors of Perpetual shall have determined to proceed with the Arrangement having
considered the number of Common Shares in respect of which Dissent Rights have been exercised.
As a condition of their approval of the Transactions, Perpetual's first lien lenders have: (i) limited the aggregate cash
payments which may be made pursuant to the Consolidation and in respect of Dissenting Shareholders (if any) to
$750,000; and (ii) required that the net cash proceeds to be received by Perpetual from the transactions contemplated
by the Arrangement to be at least $53,200,000 plus the amount of financial assistance provided by Perpetual to
Rubellite after Rubellite has ceased to be a direct or indirect wholly-owned subsidiary of Perpetual.
Interests of Certain Persons in the Arrangement
Management of Perpetual understands that each of the directors and officers of Perpetual presently intends to vote the Common
Shares owned or over which control and direction is exercised, by them in favour of the Arrangement Resolution. As at August 4,
2021, the directors and officers of Perpetual collectively owned, or exercised control and direction over, approximately 44.7% of
the issued and outstanding Common Shares.
Expenses of the Arrangement
The estimated costs relating to the Transactions are expected to be approximately $3.6 million, inclusive of the Agent's commission
and expenses of approximately $1.6 million in connection with the Brokered Private Placement. The Agent's commission and
expenses will be paid by Rubellite with the remaining costs shared by Perpetual and Rubellite.
Risks Relating to the Arrangement
The Arrangement may not be completed, and if completed, the benefits of the Arrangement to Shareholders expected
by Perpetual, as described in this Information Circular, may not be realized.
You should also carefully consider the risk factors related to Perpetual incorporated by reference in this Information
Circular and the risk factors related to Rubellite in Appendix D, "Information Concerning Rubellite – Risk Factors".
In evaluating the Arrangement, Shareholders should carefully consider the following risk factors. The following risk
factors are not a definitive list of all risk factors associated with the Arrangement. Additional risks and uncertainties,
including those currently unknown or considered immaterial by Perpetual, may also adversely affect trading price of the
Common Shares, the Rubellite Common Shares and/or the businesses of Perpetual and Rubellite following the
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Arrangement. In addition to the risk factors relating to the Arrangement set out below, Shareholders should also carefully
consider the risk factors associated with the businesses of Perpetual and Rubellite included in this Information Circular
and in the other documents filed under Perpetual's profile on SEDAR at www.sedar.com. If any of the risk factors
materialize, the expectations, and the predictions based on them, may need to be re-evaluated. The risks associated with
the Arrangement include:
There can be no certainty that all conditions precedent to the Arrangement will be satisfied or waived. Failure to complete
the Arrangement could negatively impact the market price of the Common Shares
The Arrangement is subject to certain conditions that may be outside the control of the parties, including, without limitation, the
receipt of the Final Order, the approval of the Arrangement and the receipt of any other necessary regulatory approvals in respect
of the Arrangement. There can be no certainty, nor can either party provide any assurance, that these conditions will be satisfied
or waived, or, if satisfied or waived, when they will be satisfied or waived. If the Arrangement is not completed, the market price of
the Common Shares may decline to the extent that the market price reflects a market assumption that the Arrangement will be
completed.
There can be no assurance that the TSX will approve the Arrangement
Completion of the Arrangement is subject to the approval of the TSX. If such approval of the TSX is not obtained, there can be no
guarantee of the successful completion of the Arrangement, as a condition to the closing of the Arrangement is the conditional
approval of the TSX of the listing of the Rubellite Common Shares and Rubellite Warrants, subject to standard listing conditions.
The unaudited pro forma financial statements of Rubellite are presented for illustrative purposes only and may not
accurately reflect Rubellite's financial condition or results of operations following the Transactions
The unaudited pro forma financial statements contained in this Information Circular are presented for illustrative purposes only as
of their respective dates and may not be an indication of the financial condition or results of operations of Rubellite following the
Transactions for several reasons. For example, the unaudited pro forma financial statements herein have been derived from the
respective historical financial records that have been used to create the Carve-out Financial Statements, and certain adjustments
and assumptions made as of the dates indicated therein may not be fully relevant to Rubellite and other adjustments and
assumptions have been made to give effect to the Arrangement and the other respective relevant transactions which may not, with
the passage of time, turn out to be relevant or correct. The information upon which these adjustments and assumptions have been
made is preliminary, and these kinds of adjustments and assumptions are difficult to make with complete accuracy.
Completion of the Arrangement is subject to the condition that a material adverse effect has not occurred
The completion of the Arrangement is subject to the condition that, among other things, there shall not have occurred a material
adverse effect on or prior to the date of the Arrangement which is continuing as at the Effective Date. Although a material adverse
effect excludes certain events, including events in some cases that are beyond the control of Perpetual, there can be no assurance
that a material adverse effect will not occur prior to the Effective Time. If such a material adverse effect occurs, the Arrangement
may not proceed.
Perpetual and Rubellite may not be viable as stand-alone entities
There can be no certainty that either Perpetual or Rubellite will be economically viable as stand-alone entities and operate on a
going concern basis. There can be no assurance that they will not be subject to a "going concern" qualification in the financial
statements in future periods if they are unable to raise additional capital.
If Perpetual is unable to complete the Arrangement or if completion of the Arrangement is delayed, there could be a
material and adverse effect on Perpetual's business, financial condition, operating results and/or the price of the Common
Shares
Perpetual is in financial difficulty and is in need of new capital to refinance imminent credit facility and term loan maturities, fund its
working capital deficit and finance the drilling of future development programs. Over the past number of years, Perpetual has been
subject to limited liquidity and imminent debt maturities which have hampered its ability to fund the capital required to further
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expand and develop its Clearwater Assets, offset production declines in its legacy Mannville heavy oil asset and invest in the
development of its Wilrich liquids-rich natural gas reserves at East Edson. If the Arrangement is not approved at the Meeting or
not otherwise completed, Rubellite will not receive the proceeds from the Financings which may also significantly impact
Perpetual's ability to continue to operate on a going concern basis as the market price of the Common Shares may decline and its
business may suffer. Significant management time and attention has and will be diverted from the existing business of Perpetual
in order to undertake the Transactions and Perpetual will remain liable for significant consulting, accounting and legal costs relating
to the Arrangement. In addition, Perpetual will not realize the anticipated synergies, growth opportunities and other benefits of the
Arrangement. If the Arrangement is delayed, the achievement of these synergies and the realization of these growth opportunities
could be delayed and may not be available to the same extent.
The Transactions are extremely time sensitive and subject to a number of critical deadlines which Perpetual must meet.
If there are any unforeseen delays in completing, or there is a failure to complete any or all of the Transactions (including
the Arrangement), there may be a materially adverse impact on the trading price of the Common Shares, Perpetual's
future business and operations and its ability to repay it outstanding debt obligations and Perpetual and its Shareholders
and other stakeholders (including its current, future and contingent unsecured creditors) may suffer significant damages.
In particular, if the Transactions are not completed by the end of September as presently contemplated, Perpetual’s ability
to keep pace with its joint venture operating partner at East Edson (the pace of which is not within Perpetual's control
but rather determined by such partner) may be jeopardized and value may be eroded. Moreover, if the Transactions have
not been completed by October 31, 2021, the maturity of Perpetual's First Lien Credit Facility accelerates and becomes
due on November 15, 2021 and Perpetual's second lien term loan matures on November 30, 2021. In such circumstances,
Perpetual's First Lien Credit Facility will cease to revolve, and all outstanding balances will be repayable on November
15, 2021. Failure to repay all outstanding obligations under the First Lien Credit Facility on November 15, 2021 would
trigger cross-default provisions under Perpetual's second lien credit facility and Perpetual’s third lien secured notes and
it is highly unlikely that Perpetual will be able to repay all of its outstanding debt without raising additional capital.
Perpetual's working capital may be insufficient to provide adequate funds to finance its operations, and therefore
Perpetual may be unable to meet its obligations as they generally become due without further support and maturity
extensions from its first and second lien lenders.
Legal Matters
Burnet, Duckworth & Palmer LLP, Canadian legal counsel to Perpetual, has advised Perpetual with respect to certain legal matters
in connection with the Arrangement and Felesky Flynn LLP, Canadian tax counsel to Perpetual, has advised Perpetual with respect
to certain Canadian federal income tax matters in connection with the Arrangement.
Dorsey & Whitney LLP, U.S. legal counsel to Perpetual, has advised Perpetual with respect to certain U.S. legal matters in
connection with the Arrangement, including with respect to certain U.S. tax considerations.
As of the date hereof, the partners and associates of each of Burnet, Duckworth & Palmer LLP, Felesky Flynn LLP and Dorsey &
Whitney LLP beneficially owned, directly or indirectly, less than 1% of the outstanding Common Shares.
INFORMATION CONCERNING RUBELLITE AND THE RUBELLITE WARRANTS
The following sets forth certain key information relating to Rubellite and the Rubellite Warrants. Further information is contained in
Appendix D hereto.
Description of Rubellite
Rubellite's Business
Rubellite will initially be exclusively focused on Clearwater oil exploration and development utilizing multi-lateral horizontal drilling
technology. The Clearwater is a high rate of return play with compelling economics at current forward market prices for Western
Canadian Select crude oil. Rubellite acquired the Clearwater Assets from Perpetual pursuant to the Acquisition. The Clearwater
Assets comprise 104.5 net sections of acreage highly prospective for heavy crude oil in the Clearwater formation with over 370
identified multi-lateral drilling locations. Currently there are seven (7.0 net) producing wells and six (5.0 net) additional wells are
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expected to have been drilled and on production prior to the anticipated close of the Financings in mid-September 2021. The
Acquisition also includes proprietary 2D and 3D seismic and an extensive road network of approximately 40 km. Additionally, there
are no asset retirement obligations except those associated with the producing wells. Based on the McDaniel Rubellite Report, the
Clearwater Assets have booked proved and probable heavy crude oil reserves of 3.6 MMbbls with 25 booked undeveloped drilling
locations. The remaining 345 identified drilling locations are unbooked. Rubellite will control and operate 100% of the Clearwater
Assets.
Rubellite will not have any staff and will be managed by Perpetual through the MSA and as such, will not have the start-up costs
of a new multi-disciplinary operating company. Upon completion of the Plan, the Rubellite Board will be comprised of a majority of
independent directors, each of whom will be unique from Perpetual's board, establishing a strong governance model and clear
shareholder and management alignment.
Rubellite plans to continue exploration activities to pursue additional prospective land and to de-risk existing acreage, including
the delineation of exploratory lands that have been secured in the West Dawson and Cadotte areas.
Rubellite is expected to begin operations with zero debt and positive working capital of approximately $13.0 million. Rubellite has
entered into a commitment with its lead bank for the establishment of a new $3 million revolving credit facility (subject to usual and
customary conditions precedent to closing) with an initial revolving term to May 31, 2022 and which may be extended for a further
twelve months subject to approval. If not extended, on or before May 31, 2022, all outstanding advances will be repayable on May
31, 2023.
Drilling activity is planned in three core development areas in the second half of 2021 with two (1.0 net) eight-leg multi-lateral wells
recently rig released on July 14, 2021 at Marten Hills, four (4.0 net) wells planned at Figure Lake in July, 2021 and August, 2021,
the first of which spud on July 21, 2021, 100% funded by the Figure Lake GORR Financing, and eight (8.0 net) wells at Ukalta
following the close of the Financings. Preliminary plans include a 20 net well drilling program in 2022 and 24 net wells in 2023. The
drilling activity is forecast to drive rapid production growth from current production levels of approximately 350 bbl/d of conventional
heavy crude oil to an estimated average of over 2,000 bbl/d in 2022. In the context of current strip pricing, Rubellite's organic
growth business plan is expected to be fully funded, drive material adjusted funds flow growth over the next two years and has the
potential to generate significant free funds flow by 2022.
Ukalta
The Ukalta area is currently Rubellite's main producing area and is comprised of six (6.0 net) producing wells and 12,339 acres
(79% undeveloped) of Clearwater rights. The six wells are all 6-leg open hole multi-lateral horizontal wells, two (2.0 net) of which
were drilled and placed on production in the third quarter of 2019 and four (4.0 net) in the first quarter of 2020. The Ukalta wells
are producing at approximately 300 bbl/d of heavy crude oil through the first half of July and will represent 92% of Rubellite's
production. The McDaniel Rubellite Report identifies 13 (13.0) Proven Undeveloped and Proven plus Probable Undeveloped
locations in this area. Rubellite has further identified additional scope to the play of up to 42 unbooked drilling locations within the
same lower Clearwater sand target currently producing heavy crude oil in the six existing wells. Two additional unproven zones
exist in the same land block where up to 69 additional unbooked drilling locations are internally recognized as prospective.
Figure Lake
Rubellite has acquired 43,488 net acres (99% undeveloped) and 1 (1.0 net) producing well. The well was producing at 25 bbl/d oil
through the first week of July, 2021. The well was drilled in 2019 by another operator prior to its acquisition and is a 3 leg open
hole multi-lateral. The well is interpreted to have been drilled with as much as 50% of the well out of the zone, and as such proves
the reservoir's capability to produce and verifies the quality of oil in this area of Figure Lake but is only indicative of the potential
productivity for the area. The well has since been shut-in to facilitate drilling on the same pad and Rubellite plans to drill two (2.0
net) wells from the same surface location and two (2.0 net) wells from a second surface location approximately 15 km northwest
of the first pad. The McDaniel Rubellite Report identifies 8 (8.0) net development wells, 2 of which are in the proven undeveloped
category and 6 in the proven plus probable undeveloped category in this area. Rubellite has further identified 205 unbooked drilling
locations on lands in the Figure Lake area.
Contemporaneous with the Acquisition, Rubellite has entered into an agreement with Freehold Royalties Ltd. whereby it has sold
a 3% to 5% gross overriding royalty on certain lands at Figure Lake for gross proceeds of up to $7.9 million to be paid upon terms
of a drilling commitment agreement. It is expected that 100% of Rubellite's costs for the drilling of four commitment wells and a
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portion of the cost for the twelve additional wells on the Figure Lake royalty lands will be funded by the Figure Lake GORR
Financing. The first commitment well spud July 21, 2021. This agreement with Freehold Royalties Ltd. was finalized after the
effective date of the McDaniel Rubellite Report and is not contemplated in the reserves detailed therein.
Marten Hills
Rubellite has assumed farm-in and joint venture arrangements and is in the process of earning 960 acres in the Marten Hills area.
The Acquisition includes two (1.0 net) well drilled in the second quarter of 2021 and through early July. Rubellite further plans to
drill 4 (2.0 net) wells in the first quarter of 2022 to complete the earning. All six wells are designed as 8-leg open hole muti-laterals.
The McDaniel Rubellite Report identifies 8 (4.0) net development wells, 4 of which are in the proven undeveloped category and 4
in the proven plus probable undeveloped category. Rubellite has further identified 4 (2.0) net locations on these lands. The
agreements at Marten Hills further provide access to exploration acreage in West Dawson and Cadotte with additional drilling
commitment options to earn up to 6,400 additional net acres (100% undeveloped).
Directors and Management
There are expected to be five directors of Rubellite following completion of the Arrangement, with at least three of such directors
being independent. Sue Riddell Rose and Ryan Shay are currently directors of Rubellite and it is anticipated that Tamara
MacDonald, Bruce Shultz and Holly Benson will each be appointed as a director prior to or contemporaneous with the completion
of the Arrangement.
The initial officers of Rubellite known at this time are Sue Riddell Rose as President and Chief Executive Officer and Ryan Shay
as Vice President, Finance and Chief Financial Officer. Ms. Riddell Rose and Mr. Shay currently hold the same positions with
Perpetual, and will continue to hold these positions with Perpetual following completion of the Arrangement and expect to allocate
their time and attention between Perpetual and Rubellite on a 70/30% basis, respectively.
Following completion of the Arrangement, Perpetual will manage Rubellite cost-effectively through the MSA, sharing people, office
and information technology related general and administrative costs on a relative production split basis. Unique professional fees
and expenses, such as public company and legal costs, will be borne separately by each of Perpetual and Rubellite. The MSA
provides for optimization of Perpetual's technical, administrative and management capacity which, in conjunction with interest cost
savings, serves to establish a more sustainable cost structure. See "Description of Certain Other Transactions – The Clearwater
Assets – The Management Services Agreement".
Ownership of Rubellite
Immediately Following
the Completion of the
Arrangement(1)(2)

Immediately Following the
Expiry Date(1)(2)

(#of Rubellite Common Shares and % of Outstanding Rubellite Common Shares)
Perpetual(3)(4)
Sue Riddell Rose(5)(6)(7)(8)
Other Rubellite Shareholders(8)
All Rubellite Shareholders

680,485
569,280
820,608
2,070,373

(32.9%)
(27.5%)
(39.6%)

nil
10,400,645
28,573,384
38,974,029

(0.0%)
(26.7%)
(73.3%)

Notes:
(1)
(2)
(3)
(4)
(5)

Based on the number of Common Shares outstanding on August 4, 2021 and assuming that: (i) neither Perpetual nor Sue Riddell
Rose acquire or sell any Rubellite Common Shares (other than on exercise of Rubellite Warrants) between the completion of the
Arrangement and the Expiry Date; and (ii) there are no Dissenting Shareholders.
Assumes the Ratio under the Consolidation of 1,000 Pre-Consolidation Common Shares to one (1) Post-Consolidation Common
Share and that 671,136 Common Shares are cancelled under the Consolidation for the Consolidation Consideration.
Includes the AIMCo Bonus Shares in the amount of 680,485 Rubellite Common Shares that will be transferred to AIMCo, subject to
the terms of the AIMCo Debt Settlement Agreement.
Does not include the 4.0 million Rubellite Share Purchase Options granted in respect of the Acquisition.
Assuming the exercise of all Rubellite Warrants and that no Rubellite Warrants exercised by Dreamworks pursuant to the terms of the
Standby Agreement.

60
(6)
(7)
(8)

Assuming all Rubellite Warrants that will be beneficially owned, or over which control and direction will be exercised, directly and
indirectly, by Sue Riddell Rose.
Includes all Rubellite Common Shares that will be beneficially owned, or over which control and direction will be exercised, directly
and indirectly, by Sue Riddell Rose.
Assumes the issuance of 5.225 million Rubellite Common Shares pursuant to the Non-Brokered Private Placement and that Sue
Riddell Rose subscribes, directly or indirectly, for 3.0 million Rubellite Common Shares under the Non-Brokered Private Placement.

Description of the Rubellite Warrants
The Rubellite Warrants will be issued under the Rubellite Warrant Indenture. Each Rubellite Warrant will entitle the holder thereof
to acquire, at the holder's option one Rubellite Common Share at a price of $2.00. The Rubellite Warrants will be exercisable until
the Expiry Date. The Rubellite Warrant Indenture will provide for adjustment in the number of Rubellite Common Shares issuable
upon the exercise of the Rubellite Warrants and/or the exercise price per Rubellite Common Share upon the occurrence of certain
events. Odyssey, as trustee under the Rubellite Warrant Indenture, may at its own discretion or upon written request of Rubellite
or holders of Rubellite Warrants convene a meeting of the holders of Rubellite Warrants.
A holder of Rubellite Warrants may exercise such warrants to receive the resulting number of Rubellite Common Shares by
forwarding the exercise form in respect of the Basic Subscription Right and the aggregate subscription price for the Rubellite
Common Shares so exercised in accordance with the terms and conditions of the Rubellite Warrants to the Warrant Agent. The
aggregate subscription price is payable in Canadian funds by certified cheque, bank draft or money order drawn to the order of
Rubellite Energy Inc. The entire aggregate subscription price for the Rubellite Common Shares must be paid at the time of
subscription and must be received by the Warrant Agent prior to the Expiry Time.
Subscriptions for Rubellite Common Shares made pursuant to the Rubellite Warrant certificates will be irrevocable and subscribers
will be unable to withdraw their subscriptions for Rubellite Common Shares once submitted. Each holder of Rubellite Warrants that
subscribes for all of the Rubellite Common Shares to which such holder is entitled pursuant to the Basic Subscription Right may,
at any time before the Expiry Date, subscribe for Additional Rubellite Common Shares, if available, at $2.00 per share. Holders of
Rubellite Warrants must exercise all of their Rubellite Warrants under the Basic Subscription Right to be eligible for the Additional
Subscription Privilege.
The aggregate number of Additional Rubellite Common Shares available under the Additional Subscription Privilege will be the
difference between the total number of Rubellite Common Shares issuable upon full exercise of the Rubellite Warrants pursuant
to the Basic Subscription Right and the total number of Rubellite Common Shares actually subscribed and paid for prior to the
Expiry Time. Subscriptions for Additional Rubellite Common Shares will be received subject to allotment only and the number of
Additional Rubellite Common Shares, if any, which may be allotted to each subscriber will be equal to the lesser of: (a) the number
of Additional Rubellite Common Shares which that subscriber has subscribed for under the Additional Subscription Privilege, and
(b) the product (disregarding fractions) obtained by multiplying the number of available Additional Rubellite Common Shares by a
fraction, the numerator of which is the number of Rubellite Warrants exercised by that subscriber under the Basic Subscription
Right and the denominator of which is the aggregate number of Rubellite Warrants exercised under the Basic Subscription Right
by holders of Rubellite Warrants that have subscribed for Additional Rubellite Common Shares pursuant to the Additional
Subscription Privilege. If any holder of Rubellite Warrants has subscribed for fewer Additional Rubellite Common Shares than such
holder's pro rata allotment of Additional Rubellite Common Shares, the excess Additional Rubellite Common Shares will be allotted
in a similar manner among the holders who were allotted fewer Additional Rubellite Common Shares than they subscribed for.
Pursuant to the Standby Agreement, any Rubellite Warrants not otherwise exercised by holders of Rubellite Warrants pursuant to
the Basic Subscription Right and/or the Additional Subscription Privilege shall be exercised by an entity owned and controlled by
Ms. Riddell Rose such that all Rubellite Warrants are exercised on the Expiry Date.
The Rubellite Warrant Indenture will provide for adjustment in the number of Rubellite Common Shares issuable upon the exercise
of the Rubellite Warrants and/or the exercise price per Rubellite Common Share upon the occurrence of certain events. Odyssey,
as trustee under the Rubellite Warrant Indenture, may at its own discretion or upon written request of Rubellite or holders of
Rubellite Warrants convene a meeting of the holders of Rubellite Warrants.
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Restrictions on Exercise of Rubellite Warrants by U.S. Warrantholders
The Rubellite Warrants may be exercised only by a holder who represents that at the time of exercise the holder is not then located
in the United States, is not a U.S. Person, and is not exercising the Rubellite Warrants for the account or benefit of a U.S. Person
or a person in the United States, unless the holder provides a legal opinion or other evidence reasonably satisfactory to Rubellite
to the effect that the exercise of the Rubellite Warrants does not require registration under the 1933 Act or state securities laws.
Exercise of Rubellite Warrants for Rubellite Shares
In order to exercise Rubellite Warrants to purchase Rubellite Common Shares, a subscription form must be completed by the
registered holder of the Rubellite Warrants setting forth certain information relating to, and containing representations and
covenants by or on behalf of, the beneficial purchaser of the Rubellite Shares. Any Rubellite Warrants held through a broker or
other participant in a book-entry system (that is, where the Rubellite Warrants are registered in the name of a depositary or its
nominee) will not be able to be exercised for Rubellite Shares since the Depositary will not be in a position to provide the requisite
information, representations and covenants. Accordingly, in order for a beneficial owner of Rubellite Warrants which are held under
a book-entry system to purchase Rubellite Shares, such owner must make arrangements with the broker or other participant
through whom the Rubellite Warrants are held to have the Rubellite Warrants withdrawn from the book-entry system and registered
in the name of the beneficial owner or another party who can properly exercise the Rubellite Warrants (which may be the owner's
broker), in sufficient time prior to the expiry date to permit such exercise.
Beneficial owners of Rubellite Warrants which are not also registered in the owner's name and who may wish to purchase
Rubellite Shares should contact their broker or other person through whom their Rubellite Warrants are held as soon as
possible to ensure that all necessary steps are taken and information provided in order for the Rubellite Warrants to be
properly exercised for Rubellite Shares.
OTHER BUSINESS
Approval of the Rubellite Incentive Plan
At the Meeting, Shareholders will be asked to consider and, if thought advisable, pass an ordinary resolution (the "Omnibus Plan
Resolution") approving the Rubellite Incentive Plan.
Background
On July 28, 2021, the board of directors of Perpetual approved, on behalf of Rubellite, the adoption of the Rubellite Incentive Plan,
which is designed to provide flexibility to Rubellite to grant equity-based incentive awards in the form of Rubellite Options, Rubellite
Share Units and Rubellite DSUs under a single, streamlined, plan. No Rubellite Awards have been, or will be, granted under the
Rubellite Incentive Plan unless the Omnibus Plan Resolution is approved by the Shareholders.
Purpose
The purpose of the Rubellite Incentive Plan is to permit Rubellite to grant Rubellite Awards to Eligible Participants (as hereinafter
defined), for the following purposes: (a) to increase alignment by increasing the interest in Rubellite's affairs of those Eligible
Participants who share responsibility for the management, growth and protection of the business of Rubellite and its subsidiaries;
(b) to provide an incentive to such Eligible Participants to continue their services for Rubellite or any of its subsidiaries and to
encourage such Eligible Participants whose skills, performance and loyalty to the objectives and interests of Rubellite and its
subsidiaries are necessary or essential to its success, reputation or activities; (c) to reward any Eligible Participant (each, a
"Participant") for their performance of services while working for Rubellite and its subsidiaries; and (d) to provide a means through
which Rubellite and its subsidiaries may attract and retain the talent required to accomplish its business plan and create value for
its shareholders.
A summary of the key terms of the Rubellite Incentive Plan is set out below, which is qualified in its entirety by the full text of the
Rubellite Incentive Plan. A copy of the Rubellite Incentive Plan is attached as Appendix E hereto.
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Summary of the Rubellite Incentive Plan
Administration of the Rubellite Incentive Plan
The Rubellite Incentive Plan is administered and interpreted by the Rubellite Board, which may delegate its authority to a committee
or plan administrator appointed by the Rubellite Board. The Rubellite Board determines which directors, officers, consultants and
employees are eligible to receive Rubellite Awards under the Rubellite Incentive Plan, the time or times at which Rubellite Awards
may be granted, the conditions under which Rubellite Awards may be granted or forfeited to Rubellite, the number of Rubellite
Common Shares to be covered by any award, the exercise price of any Rubellite Award, whether restrictions or limitations are to
be imposed on the Rubellite Common Shares issuable pursuant to grants of any Rubellite Award, and the nature of any such
restrictions or limitations, any acceleration of exercisability or vesting, or waiver of termination regarding any Rubellite Award,
based on such factors as the Rubellite Board may determine.
In addition, the Rubellite Board interprets the Rubellite Incentive Plan and may adopt guidelines and other rules and regulations
relating to the Rubellite Incentive Plan, and make all other determinations and take all other actions necessary or advisable for the
implementation and administration of the Rubellite Incentive Plan.
Eligibility
The following individuals (collectively, "Eligible Participants") are eligible to participate in the Rubellite Incentive Plan: (i) in respect
of a grant of Rubellite Options or Rubellite Share Units: (A) any director, executive officer, employee or consultant of Rubellite or
any of its subsidiaries; and (B) any director, executive officer, employee or consultant of Perpetual provided that the MSA is in
effect and has not been terminated, and (ii) in respect of a grant of Rubellite DSUs, any director who is not otherwise an employee
or executive officer of Rubellite or any of its subsidiaries or Perpetual (an "Independent Director"). The extent to which any Eligible
Participant is entitled to receive a grant of a Rubellite Award pursuant to the Rubellite Incentive Plan will be determined in the sole
and absolute discretion of the Rubellite Board.
Rubellite Common Shares Subject to the Rubellite Incentive Plan
The Rubellite Incentive Plan is a "rolling" plan which provides that the aggregate maximum number of Rubellite Common Shares
reserved for issuance under the Rubellite Incentive Plan shall not exceed 10% of Rubellite’s issued and outstanding Rubellite
Common Shares from time to time, less any Rubellite Common Shares underlying securities granted under any other share
compensation arrangements of Rubellite, if any.
The Rubellite Incentive Plan is considered to be an "evergreen" plan as Rubellite Common Shares covered by Rubellite Awards
which have been settled will be available for subsequent grant under the Rubellite Incentive Plan, and the number of Rubellite
Awards that may be granted under the Rubellite Incentive Plan increases if the total number of issued and outstanding Rubellite
Common Shares increases. As such, the Rubellite Incentive Plan must be approved by the majority of Rubellite's Board and
Rubellite Shareholders every three (3) years following its adoption pursuant to the requirements of the TSX.
Insider Participation Limit, Individual Limits, Annual Grant Limits and Independent Director Limits
The Rubellite Incentive Plan provides that the maximum number of Rubellite Common Shares: (a) issuable to insiders at any time;
and (b) issued to insiders within any one year period, under the Rubellite Incentive Plan, or when combined with all of Rubellite's
other share compensation arrangements, cannot exceed 10% of Rubellite's issued and outstanding securities.
The maximum number of Rubellite Common Shares that may be made issuable pursuant to Rubellite Awards made to employees
and Independent Directors under the Rubellite Incentive Plan within any one-year period shall not exceed 5% of issued and
outstanding Rubellite Common Shares (as of the commencement of such one-year period). The annual grant of Rubellite Awards
under the Rubellite Incentive Plan to any one Independent Director shall not exceed $150,000 in value, of which no more than
$100,000 may comprise Rubellite Options; provided that, the foregoing limits shall not apply to: (i) one-time initial grants to a new
director upon joining the Rubellite Board; and (ii) DSUs or other equity awards that non-employee directors receive in lieu of cash
fees, provided that the equity granted has the same value as the cash fees given up in exchange.
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Types of Awards
The Rubellite Incentive Plan provides for the grant of Rubellite Options, Rubellite Share Units and Rubellite DSUs. All of the
Rubellite Awards described below are subject to the conditions, limitations, restrictions, exercise price, vesting, settlement and
forfeiture provisions determined by the Rubellite Board, in its sole discretion, subject to such limitations provided in the Rubellite
Incentive Plan, and will generally be evidenced by an award agreement. In addition, subject to the limitations provided in the
Rubellite Incentive Plan and in accordance with applicable law, the Rubellite Board may accelerate or defer the vesting or payment
of Rubellite Awards, modify outstanding Rubellite Awards, and waive any condition imposed with respect to Rubellite Awards or
Rubellite Common Shares issued pursuant to Rubellite Awards.
Stock Options
A Rubellite Option entitles a holder thereof to purchase a prescribed number of Rubellite Common Shares from treasury at an
exercise price set at the time of the grant. The Rubellite Board will establish the exercise price at the time each Rubellite Option is
granted, which exercise price must in all cases be not less than the volume weighted average trading price of the Rubellite Common
Shares on the TSX for the five (5) trading days immediately prior to the date of grant (the "Market Value"). Subject to the provisions
set forth in the Rubellite Incentive Plan and any shareholder or regulatory approval which may be required, the Rubellite Board
shall, from time to time, in its sole discretion, (i) designate the Eligible Participants who may receive Rubellite Options under the
Rubellite Incentive Plan, (ii) fix the number of Rubellite Options, if any, to be granted to each Eligible Participant and the date or
dates on which such Rubellite Options shall be granted, and (iii) determine the relevant vesting provisions (including performance
criteria, if applicable) and the option term, which shall not be more than ten (10) years from the date the Rubellite Option is granted.
The Rubellite Board may, at any time and on such terms as it may in its discretion determine, grant to a Participant who is entitled
to exercise a Rubellite Option the alternative right (the "Cashless Exercise Right") to deal with such Rubellite Option on a
"cashless exercise" basis. Without limitation, the Rubellite Board may determine in its discretion that such Cashless Exercise Right,
if any, granted to a Participant in respect of any Rubellite Options entitles the Participant the right to surrender such Rubellite
Options, in whole or in part, to Rubellite upon giving notice in writing to Rubellite of the Participant's intention to exercise such
Cashless Exercise Right and the number of Rubellite Options in respect of which such Cashless Exercise Right is being exercised,
and, upon such surrender, to receive, as consideration for the surrender of such Rubellite Options as are specified in the notice,
that number of Rubellite Common Shares, disregarding fractions, equal to the quotient obtained by: (a) subtracting the applicable
Rubellite Option price from the Market Value of a Rubellite Common Share (determined as of the date such notice of cashless
exercise is received by Rubellite), and multiplying the remainder by the number of Rubellite Options specified in such notice; (b)
subtracting from the amount obtained under subsection (a) the amount of any applicable withholding taxes as determined by
Rubellite in its sole discretion; and (c) dividing the net amount obtained under subsection (b) by the Market Value of a Rubellite
Common Share determined as of the date such notice of cashless exercise is received by Rubellite.
Share Units
A Rubellite Share Unit is a Rubellite Award in the nature of a bonus for services rendered in the year of grant, that, upon settlement,
entitles the recipient to receive a cash payment equal to the Market Value of a Rubellite Common Share (or, at the sole discretion
of Rubellite, a Rubellite Common Share), and subject to such restrictions and conditions on vesting as the Rubellite Board may
determine at the time of grant, unless such Rubellite Share Unit expires prior to being settled. Restrictions and conditions on
vesting of the Rubellite Share Units, may, without limitation, be based on the passage of time during continued employment or
other service relationship (referred to as a "Restricted Share Unit") the achievement of specified performance criteria (referred to
as a "Performance Share Unit"), or both. The Rubellite Board shall, from time to time, in its sole discretion, (i) designate the
Eligible Participants who may receive Rubellite Share Units under the Rubellite Incentive Plan, (ii) fix the number of Rubellite Share
Units, if any, to be granted to each Eligible Participant and the date or dates on which such Rubellite Share Units shall be granted,
(iii) determine the relevant conditions, vesting provisions (including the applicable performance period and performance criteria, if
any) and the period between the date of grant of such Rubellite Share Units and the latest vesting date in respect of any portion of
such Rubellite Share Units (the "Restriction Period") of such Rubellite Share Units, and (iv) any other terms and conditions
applicable to the granted Rubellite Share Units.
Subject to the vesting and other conditions and provisions in the Rubellite Incentive Plan and in the applicable award agreement,
each Rubellite Share Unit entitles the holder thereof to receive, on settlement, a cash payment equal to the Market Value of a
Rubellite Common Share, or at the discretion of Rubellite, one Rubellite Common Share or any combination of cash and Rubellite
Common Shares as Rubellite in its sole discretion may determine, in each case less any applicable withholding taxes. A
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Participant's vested Rubellite Share Units shall be redeemed in consideration for a cash payment on the date that is the earliest of
(i) the 15th day following the applicable vesting date for such vested Rubellite Share Units (or, if such day is not a business day,
on the immediately following business day), and (ii) December 15 of the third calendar year following the end of the calendar year
in respect of which such Rubellite Share Unit is granted.
DSUs
A Rubellite DSU is a Rubellite Award for future services to be rendered, and that, upon settlement, entitles the recipient Participant
to receive cash or acquire Rubellite Common Shares, as determined by Rubellite in its sole discretion, unless such Rubellite DSU
expires prior to being settled. The Rubellite Board shall, from time to time, in its sole discretion, (i) designate the Independent
Directors who may receive Rubellite DSUs under the Rubellite Incentive Plan, (ii) fix the number of Rubellite DSUs, if any, to be
granted to any Independent Director and the date or dates on which such Rubellite DSUs shall be granted, and (iii) determine any
other terms and conditions applicable to the granted Rubellite DSUs. In addition, each Independent Director is given the right,
subject to the terms and conditions of the Rubellite Incentive Plan, to elect to receive all or a portion of any director fees that are
otherwise intended to be paid in cash in the form of Rubellite DSUs in lieu of cash.
Subject to the vesting and other conditions and provisions in the Rubellite Incentive Plan and in any award agreement, each
Rubellite DSU awarded to a Participant shall entitle the Participant to receive on settlement a cash payment equal to the Market
Value of a Rubellite Common Share, or at the discretion of Rubellite, one Rubellite Common Share or any combination of cash
and Rubellite Common Shares as Rubellite in its sole discretion may determine. Except as otherwise provided in the Rubellite
Incentive Plan, (i) Rubellite DSUs of a Participant who is a U.S. taxpayer shall be redeemed and settled by Rubellite on the first
business day following the Participant's Separation from Service (as defined in the Rubellite Incentive Plan), and (ii) Rubellite DSUs
of a Participant who is a Canadian Participant (or who is neither a U.S taxpayer nor a Canadian Participant) shall be redeemed
and settled by Rubellite as soon as reasonably practicable following the Participant's Termination Date (as defined in the Rubellite
Incentive Plan), but in any event not later than, and any payment (whether in cash or in Rubellite Common Shares) in respect of
the settlement of such Rubellite DSUs shall be made no later than, December 15 of the first calendar year commencing immediately
after the Participant's Termination Date.
Dividend Equivalents
Dividend equivalents may, as determined by the Rubellite Board in its sole discretion, be awarded in respect of unvested Rubellite
Share Units and Rubellite DSUs in a Participant's account on the same basis as cash dividends declared and paid on Rubellite
Common Shares as if the Participant was a shareholder of record of Rubellite Common Shares on the relevant record date.
Dividend equivalents, if any, will vest on the same basis as the underlying securities and be credited to the Participant's account
in additional Rubellite Share Units or Rubellite DSUs, the number of which shall be equal to a fraction where the numerator is the
product of (i) the number of Rubellite Share Units in such Participant's account on the date that dividends are paid multiplied by (ii)
the dividend paid per Rubellite Common Share and the denominator of which is the Market Value of one Rubellite Common Share
calculated as of the date that dividends are paid.
Black-out Periods
If a Rubellite Award expires during, or within nine business days after, a routine or special trading blackout period imposed by
Rubellite to restrict trades in Rubellite's securities, then, subject to certain exceptions, the Rubellite Award shall expire ten business
days after the expiration of the blackout period.
Expiry Date of Awards
While the Rubellite Incentive Plan does not stipulate a specific term for Rubellite Awards granted thereunder, (a) the expiry date
of a Rubellite Option may not be more than 10 years from its date of grant, and (b) the expiry date of a Rubellite Share Unit may
not be later than December 15 of the third year from its date of grant, except, in each case, where an expiry date would have fallen
within a blackout period of Rubellite. All Rubellite Awards must vest and settle in accordance with the provisions of the Rubellite
Incentive Plan and any applicable award agreement, which award agreement may include an expiry date for a specific Rubellite
Award.
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Termination of Employment or Services
The following table describes the impact of certain events upon the participants under the Rubellite Incentive Plan, including
resignation, termination for cause, termination without cause, disability, death, retirement or voluntary leave of absence, subject,
in each case, to the terms of a participant's applicable employment agreement, award agreement or other written agreement:
Event

Option Provisions

Resignation

•

Each unvested Rubellite Option
granted to such Participant shall
terminate and become void
immediately upon the Participant's
Termination Date.

•

Each vested Rubellite Option held by
such Participant shall cease to be
exercisable on the earlier of (A) ninety
(90) days after the Participant's
Termination Date and (B) the expiry
date of such Rubellite Option as set
forth in the applicable grant
agreement, after which such vested
Rubellite Option will expire.

Termination for Cause

•

Any vested or unvested Rubellite
Option granted to such Participant
shall terminate immediately upon the
Participant's Termination Date.

The Participant's participation in the Rubellite
Incentive Plan shall be terminated immediately
upon the Participant's Termination Date, all
Rubellite Share Units credited to such
Participant's account that have not vested as of
the Participant's Termination Date shall be
forfeited and cancelled, and the Participant's
rights that relate to such Participant's unvested
Rubellite Share Units shall be forfeited and
cancelled on the Termination Date.

Termination without Cause

•

Each unvested Rubellite Option
granted to such Participant shall
expire and become void immediately
upon the Participant's Termination
Date.

Subject to certain exceptions, all unvested
Rubellite Share Units in the Participant's
account as of the Participant's Termination
Date relating to a Restriction Period in progress
shall be forfeited and cancelled.

•

Each vested Rubellite Option held by
such Participant shall cease to be
exercisable on the earlier of (A) ninety
(90) days after the Participant's
Termination Date (or such later date
as the Rubellite Board may, in its sole
discretion, determine) and (B) the
expiry date of such Rubellite Option
as set forth in the applicable grant
agreement, after which such vested
Rubellite Option will expire.

•

Each unvested Rubellite Option
granted to such Participant shall

Disability

Share Unit Provisions
The Participant's participation in the Rubellite
Incentive Plan shall be terminated immediately
upon the Participant's Termination Date, all
Rubellite Share Units credited to such
Participant's account that have not vested as of
the Participant's Termination Date shall be
forfeited and cancelled, and the Participant's
rights that relate to such Participant's unvested
Rubellite Share Units shall be forfeited and
cancelled on the Termination Date.

Subject to certain exceptions, all unvested
Rubellite Share Units in the Participant's
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Event

Option Provisions
terminate and become void
immediately upon the Participant's
Termination Date.

Death

Retirement

Leave of Absence (more than
12 months)

•

Each vested Rubellite Option held by
such Participant shall cease to be
exercisable on the earlier of (A) ninety
(90) days after the Participant's
Termination Date, and (B) the expiry
date of such Rubellite Option as set
forth in the applicable grant
agreement, after which such vested
Rubellite Option will expire.

•

Each unvested Rubellite Option
granted to such Participant shall
terminate and become void effective
immediately prior to the Eligible
Participant's time of death.

•

Each vested Rubellite Option held by
such Participant at the time of death
may be exercised by the legal
representative of the Participant,
provided that any such vested
Rubellite Option shall cease to be
exercisable on the earlier of (A) the
date that is six (6) months after the
Participant's death or (B) the expiry
date of such Rubellite Option as set
forth in the applicable grant
agreement, after which such vested
Rubellite Option will expire.

•

Each unvested Rubellite Option
granted to such Participant shall
terminate and become void
immediately upon the Participant's
Termination Date.

•

Each vested Rubellite Option held by
such Participant shall cease to be
exercisable on the earlier of (A) ninety
(90) days after the Participant's
Termination Date, and (B) the expiry
date of such Rubellite Option as set
forth in the applicable grant
agreement, after which such vested
Rubellite Option will expire.

The Rubellite Board may determine, at its
sole discretion but subject to applicable laws,
that such Participant's participation in the

Share Unit Provisions
account as of the date his or her employment or
service relationship with Rubellite or any of its
subsidiaries being terminated by reason of
injury or disability relating to a Restriction
Period in progress shall be forfeited and
cancelled.

Subject to certain exceptions, all unvested
Rubellite Share Units in the Participant's
account as of the date of death of such
Participant relating to a Restriction Period in
progress shall be forfeited and cancelled.

Subject to certain exceptions, all unvested
Rubellite Share Units in the Participant's
account as of the date of retirement of such
Participant relating to a Restriction Period in
progress shall be forfeited and cancelled.

Subject to certain exceptions, all unvested
Rubellite Share Units in the Participant's
account as of the date on which a Participant
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Event

Option Provisions

Share Unit Provisions

Rubellite Incentive Plan shall be terminated,
provided that all vested Rubellite Options
shall remain outstanding and in effect until
the applicable exercise date, or an earlier
date determined by the Rubellite Board at its
sole discretion.

elects a voluntary leave of absence of more
than 12 months relating to a Restriction Period
in progress shall be forfeited and cancelled.

Change of Control
Under the Rubellite Incentive Plan, in the event of a potential Change of Control (as defined below), the Rubellite Board may
exercise its discretion to: (i) accelerate the vesting of Rubellite Options to assist the Participants to tender into a takeover bid or
participating in any other transaction leading to a Change of Control; or (ii) accelerate the vesting of, or waive the performance
criteria or other vesting conditions applicable to, outstanding Rubellite Share Units, and the date of the such action shall be the
vesting date of such Rubellite Share Units.
If Rubellite completes a transaction constituting a Change of Control and within 12 months following the Change of Control, a
Participant who was also an officer or employee of, or consultant to, Rubellite prior to the Change of Control has their employment
agreement or consulting agreement terminated, then: (i) all unvested Rubellite Options granted to such Participant shall
immediately vest and become exercisable, and remain open for exercise until the earlier of (A) their expiry date as set out in the
applicable grant agreement, and (B) the date that is 90 days after such termination or dismissal; and (ii) all unvested Rubellite
Share Units shall become vested, and the date of such Participant's Termination Date (as defined in the Rubellite Incentive Plan)
shall be deemed to be the vesting date.
Under the Rubellite Incentive Plan, a "Change of Control" includes, unless the Rubellite Board determines otherwise, the
happening, in a single transaction or in a series of related transactions, of any of the following events:
(a)

any transaction (other than a transaction described in clause (c) below) pursuant to which any person or group
of persons acting jointly or in concert acquires the direct or indirect beneficial ownership of securities of
Rubellite representing 50% or more of the aggregate voting power of all of Rubellite's then issued and
outstanding securities entitled to vote in the election of directors of Rubellite, other than any such acquisition
that occurs upon the exercise or settlement of options or other securities granted by Rubellite under any of
Rubellite's equity incentive plans;

(b)

there is consummated an arrangement, amalgamation, merger, consolidation or similar transaction involving
(directly or indirectly) Rubellite and, immediately after the consummation of such arrangement, amalgamation,
merger, consolidation or similar transaction, the shareholders of Rubellite immediately prior thereto do not
beneficially own, directly or indirectly, either (A) outstanding voting securities representing more than 50% of
the combined outstanding voting power of the surviving or resulting entity in such amalgamation, merger,
consolidation or similar transaction or (B) more than 50% of the combined outstanding voting power of the
parent of the surviving or resulting entity in such arrangement, amalgamation, merger, consolidation or similar
transaction, in each case in substantially the same proportions as their beneficial ownership of the outstanding
voting securities of Rubellite immediately prior to such transaction;

(c)

the sale, lease, exchange, license or other disposition, in a single transaction or a series of related transactions,
of assets, rights or properties of Rubellite or any of its subsidiaries which have an aggregate book value greater
than 50% of the book value of the assets, rights and properties of Rubellite and its subsidiaries on a
consolidated basis to any other person or entity, other than a disposition to a wholly-owned subsidiary of
Rubellite in the course of a reorganization of the assets of Rubellite and its wholly-owned subsidiaries;

(d)

the passing of a resolution by the Rubellite Board or Rubellite Shareholders to substantially liquidate the assets
of Rubellite or wind up Rubellite's business or significantly rearrange its affairs in one or more transactions or
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series of transactions or the commencement of proceedings for such a liquidation, winding-up or rearrangement (except where such re-arrangement is part of a bona fide reorganization of Rubellite in
circumstances where the business of Rubellite is continued and the shareholdings remain substantially the
same following the re-arrangement);
(e)

individuals who, immediately prior to a particular time, are members of the Rubellite Board (the "Incumbent
Board") cease for any reason to constitute at least a majority of the members of the Rubellite Board
immediately following such time; provided, however, that if the appointment or election (or nomination for
election) of any new Rubellite Board member was approved or recommended by a majority vote of the
members of the Incumbent Board then still in office, such new member will, for purposes of the Rubellite
Incentive Plan, be considered as a member of the Incumbent Board;

(f)

upon the sale to a non-arm's length third party of more than 60% of those voting securities of Rubellite held
collectively by Sue Riddell Rose, the Riddell Family Charitable Foundation, Dreamworks, and other associates
thereof; or

(g)

the completion of any transaction or the first of a series of transactions which would have the same or similar
effect as any transaction or series of transactions referred to in (a) through (f) above.

Notwithstanding the foregoing, for purposes of any Rubellite Award that constitutes "deferred compensation" (within the meaning
of Section 409A of the United States Internal Revenue Code of 1986), the payment of which would be accelerated upon a Change
of Control, a transaction will not be deemed a Change of Control for Rubellite Awards granted to any Participant who is a U.S.
taxpayer unless the transaction qualifies as "a change in control event" within the meaning of Section 409A of the United States
Internal Revenue Code of 1986.
Non-Transferability of Awards
Except as specifically provided in a grant agreement approved by the Rubellite Board, each Rubellite Award granted under the
Rubellite Incentive Plan is not assignable or transferable by the holder of such Rubellite Award, whether voluntarily or by operation
of law, except by will or by the laws of succession of the domicile of a deceased holder of such Award. No Rubellite Award granted
under the Rubellite Incentive Plan shall be pledged, hypothecated, charged, transferred, assigned or otherwise encumbered or
disposed of on pain of nullity.
Amendments to the Rubellite Incentive Plan
Subject to certain exceptions, the Rubellite Board may from time to time, without notice and without approval of the Rubellite
Shareholders, amend, modify, change, suspend or terminate the Rubellite Incentive Plan or any Rubellite Awards granted pursuant
thereto as it, in its discretion, determines appropriate.
The Rubellite Board may, from time to time, in its absolute discretion and without approval of the Rubellite Shareholders, make the
following amendments to the Rubellite Incentive Plan:
(a)

any amendment to the vesting provision of the Rubellite Awards;

(b)

any amendment to the expiration date of a Rubellite Award that does not extend the terms of the Rubellite
Award past the original date of expiration of such Rubellite Award;

(c)

any amendment regarding the effect of termination of a Participant's employment or engagement;

(d)

any amendment which accelerates the date on which any Rubellite Option may be exercised under the
Rubellite Incentive Plan;

(e)

any amendment necessary to comply with applicable law (including taxation laws) or the requirements of the
TSX (or any other stock exchange on which the Rubellite Common Shares are listed) or any other regulatory
body;
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(f)

any amendment of a "housekeeping" nature, including to clarify the meaning of an existing provision of the
Rubellite Incentive Plan, correct or supplement any provision of the Rubellite Incentive Plan that is inconsistent
with any other provision of the Rubellite Incentive Plan, correct any grammatical or typographical errors or
amend the definitions in the Rubellite Incentive Plan;

(g)

any amendment regarding the administration of the Rubellite Incentive Plan;

(h)

any amendment to adopt a clawback provision applicable to equity compensation; and

(i)

any other amendment that does not require the approval of the Rubellite Shareholders under the Rubellite
Incentive Plan.

Notwithstanding the above, and subject to the rules of the TSX, the approval of Rubellite Shareholders is required to effect any of
the following amendments to the Rubellite Incentive Plan:
(a)

any increase to the maximum number of Rubellite Common Shares issuable under the Rubellite Incentive
Plan, except in the event of an adjustment pursuant to the provisions of the Rubellite Incentive Plan;

(b)

except in the case of an adjustment pursuant to the provisions of the Rubellite Incentive Plan, any amendment
which reduces the exercise price of a Rubellite Option or any cancellation of a Rubellite Option and
replacement of such Rubellite Option with a Rubellite Option with a lower exercise price or other entitlements;

(c)

any amendment which extends the expiry date of any Rubellite Award, or the Restriction Period of any Rubellite
Share Unit beyond the original expiry date or Restriction Period;

(d)

any amendment to the number of Rubellite Common Shares that may be made issuable pursuant to Rubellite
Awards made to employees and Independent Directors;

(e)

any amendment which would permit Rubellite Awards granted under the Rubellite Incentive Plan to be
transferable or assignable other than for normal estate settlement purposes;

(f)

any amendment to the limits on Awards to Independent Directors;

(g)

any amendment to the definition of an Eligible Participant under the Rubellite Incentive Plan; and

(h)

any amendments to the provisions of the Rubellite Incentive Plan which govern the amendments requiring
approval of the Rubellite Shareholders,

provided that Rubellite Common Shares held directly or indirectly by insiders benefiting from the foregoing amendments shall be
excluded when obtaining such Rubellite Shareholder approval.
Financial Assistance
Unless otherwise determined by the Rubellite Board, Rubellite shall not offer financial assistance to any Participant in regards to
the exercise of any Rubellite Award granted under the Rubellite Incentive Plan.
Shareholder Approval of the Rubellite Incentive Plan
In order to be effective, the Omnibus Plan Resolution requires approval by a majority of the votes cast by Shareholders for such
resolution.
The text of the Omnibus Plan Resolution is set out below:
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"BE IT RESOLVED as an ordinary resolution of the Shareholders of Perpetual Energy Inc. (the "Corporation") that:
1.

The omnibus equity incentive plan adopted by the board of directors of the Corporation and the board (the "Board") of
Rubellite Energy Inc. ("Rubellite") on July 28, 2021 (the "Rubellite Incentive Plan"), in the form attached as Appendix
E to the management information circular of Rubellite dated August 4, 2021, is hereby confirmed, ratified and approved,
and Rubellite has the ability to grant awards under the Rubellite Incentive Plan until August 31, 2024.

2.

The Board is hereby authorized to make such amendments to the Rubellite Incentive Plan from time to time, as may be
required by the applicable regulatory authorities, or as may be considered appropriate by the Rubellite Board, in its sole
discretion, provided always that such amendments be subject to the approval of the regulatory authorities, if applicable,
and in certain cases, in accordance with the terms of the Rubellite Incentive Plan, the approval of the Shareholders.

3.

Any one director or officer of Rubellite is hereby authorized and directed, acting for, in the name of and on behalf of
Rubellite, to execute or cause to be executed, under the seal of Rubellite or otherwise and to deliver or to cause to be
delivered, all such other deeds, documents, instruments and assurances and to do or cause to be done all such other
acts as, in the opinion of such director or officer of Rubellite, may be necessary or desirable to carry out the terms of the
foregoing resolutions."

The board of directors unanimously recommends that Shareholders vote in favour of the Omnibus Plan Resolution. In
the absence of a contrary instruction, the person(s) designated by management of Rubellite in the enclosed Proxy intend
to vote FOR the approval of the Omnibus Plan Resolution.
The completion of the Arrangement is not conditional upon approval of the Rubellite Incentive Plan.
GENERAL PROXY MATTERS
Solicitation of Proxies
This Information Circular is furnished in connection with the solicitation of proxies by or on behalf of management of Perpetual to
be used at the Meeting. The solicitation of proxies for use at the Meeting will be done primarily by mail and electronic means, but
may also be solicited personally (virtually), by telephone, facsimile or other similar means by directors, officers, employees or
agents of Perpetual. The costs of preparing and distributing this Information Circular and meeting materials will be borne by
Perpetual.
Appointment and Revocation of Proxies
Accompanying this Information Circular is a form of proxy for use at the Meeting.
The persons named in the enclosed form of proxy are directors or officers of Perpetual. A registered Shareholder desiring to
appoint a person (who need not be a Shareholder) to represent such Shareholder at the Meeting other than the persons
designated in the accompanying form of proxy may do so either by inserting such person's name in the blank space
provided in the form of proxy or by completing another form of proxy. To be valid, proxies must be dated, completed,
signed and deposited with Odyssey: (a) by mail using the enclosed return envelope or one addressed to Odyssey Trust
Company, Proxy Department, 1230, 300 5th Avenue S.W., Calgary, Alberta T2P 3C4; (b) by hand delivery to Odyssey Trust
Company, 1230, 300 5th Avenue S.W., Calgary, Alberta T2P 3C4; or (c) by facsimile to (800) 517-4553. You may also vote
through the internet at https://login.odysseytrust.com/pxlogin and you may appoint another person to be your
proxyholder (you will require your control number found on your proxy form). Your proxy or voting instructions must be
received, in each case, by no later than 9:00 a.m. (Calgary time) on August 27, 2021 or, if the Meeting is adjourned or
postponed, 48 hours (excluding Saturdays, Sundays and statutory holidays in Calgary, Alberta) before the date on which
the Meeting is reconvened or held. The deadline for the deposit of proxies may be waived by the Chair of the Meeting at
his or her sole discretion without notice.
A Shareholder who has given a proxy may revoke it as to any matter on which a vote has not already been cast pursuant to its
authority by an instrument in writing executed by such Shareholder or by his attorney duly authorized in writing or, if the Shareholder
is a corporation, by an officer or attorney thereof duly authorized, and deposited either at the above mentioned office of Odyssey
on or before the last business day preceding the day of the Meeting or any adjournment thereof or with the chairman of the Meeting
on the day of the Meeting or any adjournment thereof.
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The board of directors have fixed the record date for the Meeting as at the close of business on July 23, 2021 (the "Record Date").
Shareholders of record as at the Record Date are entitled to receive notice of, attend and vote at the Meeting, except to the extent
a holder of Common Shares transfers any of his or her Common Shares after the Record Date and the transferee of those Common
Shares establishes that he or she owns the Common Shares and demands, not later than 10 days before the Meeting, that the
transferee's name be included in the list of holders of Common Shares entitled to vote, in which case such transferee shall be
entitled to vote such Common Shares at the Meeting.
Signature of Proxy
The form of proxy must be executed by the Shareholder or his attorney authorized in writing, or if the Shareholder is a corporation,
the form of proxy should be signed in its corporate name under its corporate seal by an authorized officer whose title should be
indicated. A proxy signed by a person acting as attorney or in some other representative capacity should reflect such person's
capacity following his signature and should be accompanied by the appropriate instrument evidencing qualification and authority
to act (unless such instrument has been previously filed with Perpetual).
Proxy Voting
The persons named in the accompanying form of proxy will vote the Common Shares in respect of which they are appointed in
accordance with the direction of the Shareholder appointing them.
If a Shareholder returns the form of proxy but does not indicate how to vote its securities, and does not appoint a person
other than the persons designed on the form of proxy, the Common Shares will be voted FOR the approval of the
Arrangement Resolution and the Rubellite Incentive Plan.
Exercise of Discretion of Proxy
The enclosed form of proxy confers discretionary authority upon the persons named therein with respect to amendments
or variations to matters identified in the accompanying Notice of Meeting and this Information Circular and with respect
to other matters that may properly come before the Meeting. At the date of this Information Circular, management of
Perpetual knows of no amendments, variations or other matters to come before the Meeting other than the matters
referred to in the Notice of Meeting.
Advice to Beneficial Shareholders
The information set forth in this section is of significant importance to many Shareholders, as a substantial number of
Shareholders do not own Common Shares in their own name. Shareholders who do not hold their Common Shares in their
own name should note that only proxies deposited by Shareholders whose names appear on the records of Perpetual as the
registered holders of Common Shares can be recognized and acted upon at the Meeting. If Common Shares are listed in an
account statement provided to a Shareholder by a broker, then in almost all cases those Common Shares will not be registered in
the Shareholder's name on the records of Perpetual. Such Common Shares will more likely be registered under the name of the
Shareholder's broker or an agent of that broker. In Canada, the vast majority of such shares are registered under the name of CDS
& Co. (the registration name for CDS Clearing and Depositary Services Inc. (formerly The Canadian Depositary for Securities
Limited), which acts as nominee for many Canadian brokerage firms). Common Shares held by brokers or their agents or nominees
can only be voted (for or against resolutions) upon the instructions of the Beneficial Shareholder. Without specific instructions,
brokers and their agents and nominees are prohibited from voting shares for the broker's clients. Therefore, Beneficial
Shareholders should ensure that instructions respecting the voting of their Common Shares are communicated to the
appropriate person.
Applicable regulatory policy requires intermediaries/brokers to seek voting instructions from Beneficial Shareholders in advance of
shareholders' meetings. Every intermediary/broker has its own mailing procedures and provides its own return instructions to
clients, which should be carefully followed by Beneficial Shareholders in order to ensure that their Common Shares are voted at
the Meeting. The form of proxy supplied to a Beneficial Shareholder by its broker (or the agent of that broker) is similar to the form
of proxy provided to registered Shareholders by Perpetual. However, its purpose is limited to instructing the registered Shareholder
(the broker or agent of the broker) how to vote on behalf of the Beneficial Shareholder. The majority of brokers now delegate
responsibility for obtaining instructions from clients to ADP Investor Communications Inc. ("ADP") (formerly Independent Investor
Communications Corporation). ADP typically asks Beneficial Shareholders to return proxy forms to ADP. ADP then tabulates the
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results of all instructions received and provides appropriate instructions respecting voting of Common Shares to be represented at
the Meeting. A Beneficial Shareholder receiving an ADP proxy cannot use that proxy to vote Common Shares directly at
the Meeting. The ADP proxy must be returned to ADP well in advance of the Meeting in order to have the Common Shares
voted.
Although a Beneficial Shareholder may not be recognized directly at the Meeting for the purposes of voting Common Shares
registered in the name of a broker (or agent of the broker), a Beneficial Shareholder may attend (virtually) the Meeting as
proxyholder for the registered Shareholder and vote the Common Shares in that capacity. Beneficial Shareholders who wish to
attend (virtually) the Meeting and indirectly vote their Common Shares as proxyholder for the registered Shareholder should enter
their own names in the blank space on the instrument of proxy provided to them and return the same to their broker (or the broker's
agent) in accordance with the instructions provided by such broker (or agent), well in advance of the Meeting.
Voting Securities and Principal Holders Thereof
As at August 3, 2021, 64.6 million Common Shares were issued and outstanding. Shareholders are entitled to one (1) vote for
each Common Share held on all matters to be considered and acted upon at the Meeting or any adjournment thereof. A quorum
for the transaction of business at the Meeting will be present if there are not less than two persons present at the Meeting holding
or representing by proxy not less than twenty-five percent (25%) of the outstanding Common Shares entitled to be voted at the
Meeting.
To the best of the knowledge of the directors and executive officers of Perpetual, there is no person or corporation which beneficially
owns or controls or directs, directly or indirectly, Common Shares carrying more than ten percent (10%) of the voting rights attached
to the issued and outstanding Common Shares which may be voted on at the Meeting, other than Sue Riddell Rose, Perpetual's
Chair, President and Chief Executive Officer, who holds in the aggregate approximately 40.5% of the outstanding Common Shares
either directly or through Dreamworks Investment Holdings Ltd., the Riddell Family Charitable Foundation and other indirect
holdings.
As of the date of this Information Circular, the directors and officers of Perpetual and their associates, in aggregate, beneficially
own, directly or indirectly, or exercise control or direction over, an aggregate of approximately 28.9 million Common Shares,
representing approximately 44.7% of the outstanding Shares.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
Except as otherwise disclosed herein, to the knowledge of the directors and executive officers of Perpetual, as of the Record Date
there is no indebtedness of any director, executive officer, employee or former executive officer of the Perpetual or any of its
subsidiaries or any associate of any such director, officer or proposed nominee to Perpetual or any subsidiary of Perpetual or to
any other entity which is, or at any time since the beginning of the most recently completed financial year has been, the subject of
a guarantee, support agreement, letter of credit or other similar arrangement or understanding provided by Perpetual or any
subsidiary of Perpetual.
INTERESTS OF CERTAIN PERSONS IN THE ARRANGEMENT
Except as otherwise disclosed herein, no director or executive officer of Perpetual or any of their associates or affiliates, has any
material interest, direct or indirect, other than by way of beneficial ownership of Common Shares, in any matter to be acted upon
at the Meeting.
Except as otherwise as disclosed herein, management of Perpetual is not aware of any material interest, direct or indirect, by way
of beneficial ownership of securities or otherwise, of any director or nominee for director, or executive officer of Perpetual or anyone
who has held office as such since the beginning of Perpetual's last financial year or of any associate or affiliate of any of the
foregoing in any matter to be acted on at the Meeting other than the election of directors.
BENEFITS TO INSIDERS, AFFILIATES AND ASSOCIATES
Other than any benefits accruing in their capacity as Shareholders on the same terms as the other Shareholders, none of the
directors or officers of Perpetual and, to the knowledge of Perpetual after reasonable inquiry, no associate or affiliate of Perpetual,
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no insider of Perpetual (other than a director or officer of Perpetual), no associate or affiliate of an insider of Perpetual, and no
person or company acting jointly or in concert with Perpetual, will receive any direct or indirect benefit from voting for or against
the Arrangement Resolution. See "Interests of Certain Persons in the Arrangement".
ADDITIONAL INFORMATION AND AVAILABILITY OF DOCUMENTS
Additional information concerning Perpetual, including the most recent annual information form dated March 18, 2021 filed with
certain of the provincial securities commissions in Canada, can also be found at www.sedar.com.
INFORMATION CONTAINED IN THIS INFORMATION CIRCULAR
No person has been authorized to give any information or to make representations in connection with the Arrangement other than
those contained in this Information Circular and, if given or made, any such information or representation should be considered
not to have been authorized by Perpetual. This Information Circular does not constitute the solicitation of a proxy by any person in
any jurisdiction in which such solicitation is not authorized or in which the person making such solicitation is not qualified to do so
or to any person to whom it is unlawful to make such solicitation.
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APPENDIX A
ARRANGEMENT RESOLUTION
BE IT RESOLVED THAT:
1.

the arrangement (the "Arrangement") under section 193 of the Business Corporations Act (Alberta) substantially as set
forth in the Plan of Arrangement attached as Schedule 1 to the Arrangement Agreement dated as of July 15, 2021 (the
"Arrangement Agreement") between Perpetual Energy Inc. (the "Corporation") and Rubellite Energy Inc. ("Rubellite"),
which Arrangement Agreement is attached as Appendix C to the Information Circular accompanying the Notice of this
Special Meeting (as such Arrangement Agreement may be or may have been modified or amended as provided for in
the Arrangement Agreement) is hereby authorized and approved;

2.

the Arrangement Agreement, as amended (if applicable), is hereby confirmed, ratified and approved;

3.

the price per Rubellite common share of $2.00 as established by the independent members of the board of directors of
the Corporation be and is hereby ratified and approved;

4.

notwithstanding that this resolution has been duly passed by the shareholders of the Corporation or that the Arrangement
has received the approval of the Court of Queen's Bench of Alberta, the board of directors of the Corporation is hereby
authorized and empowered in its sole discretion, without further notice to or approval of the shareholders of the
Corporation: (a) subject to the terms of the Arrangement Agreement, to amend the Arrangement Agreement at any time
prior to the Arrangement becoming effective; or (b) to decide not to proceed with the Arrangement or revoke this
resolution at any time prior to the Arrangement becoming effective; and

5.

any director or officer of the Corporation is hereby authorized for and on behalf of the Corporation, to execute or cause
to be executed, under the corporate seal or otherwise, and to deliver or cause to be delivered in the name of and on
behalf of the Corporation, all such documents, agreements and instruments including, without limitation, articles of
arrangement, and to do or cause to be done all such other acts and things as such director or officer shall determine to
be necessary or desirable in order to carry out the intent of this resolution and the matters authorized hereby, such
determination to be conclusively evidenced by the execution and delivery of such document, agreement or instrument
or the doing of any such act or thing.
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APPENDIX B
INTERIM ORDER
(See attached)
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JUDICIAL CENTRE

CALGARY

MATTER

IN THE MATTER OF SECTION 193 OF THE
CORPORATIONS ACT, RSA 2000, c B-9, AS AMENDED

800433

by Email
BUSINESS

AND IN THE MATTER OF A PROPOSED ARRANGEMENT
INVOLVING PERPETUAL ENERGY INC., RUBELLITE ENERGY INC.
AND THE SHAREHOLDERS OF PERPETUAL ENERGY INC.
APPLICANT

PERPETUAL ENERGY INC.
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INTERIM ORDER
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DOCUMENT

BURNET, DUCKWORTH & PALMER LLP
Suite 2400, 525 – 8th Avenue S.W.
Calgary, Alberta T2P 1G1
Lawyer:
Paul G. Chiswell
Phone:
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Justice K.D. Yamauchi
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Calgary, Alberta

INTERIM ORDER
UPON the Originating Application (the Originating Application) of Perpetual Energy Inc. (the
Applicant);
AND UPON reading the Originating Application, the affidavit of Ryan Shay, Vice President, Finance and
Chief Financial Officer of the Applicant, sworn August 4, 2021 and the documents referred to therein (the
Affidavit);
AND UPON being advised that it is the intention of the Applicant and Rubellite Energy Inc. (Rubellite) to
rely upon Section 3(a)(10) of the United States Securities Act of 1933 (the 1933 Act) as a basis for an
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exemption from the registration requirements of the 1933 Act with respect to common shares and common
share purchase warrants of Rubellite to be issued under the proposed Arrangement based on the Court’s
approval of the Arrangement;
AND UPON HEARING counsel for the Applicant;
FOR THE PURPOSES OF THIS ORDER:
(a)

the capitalized terms not defined in this Order (the Order) shall have the meanings
attributed to them in the draft management information circular and proxy statement (the
Information Circular) of the Applicant, which is attached as Exhibit "A" to the Affidavit;

(b)

all references to "Arrangement" used herein mean the arrangement as set forth in the Plan
of Arrangement attached as Schedule "A" to the arrangement agreement dated July 15,
2021 between the Applicant and Rubellite (the Arrangement Agreement), which
Arrangement Agreement has been filed on the Applicant's SEDAR profile at
www.sedar.com and is attached as Exhibit "B" to the Affidavit; and

(c)

all references to "in person", "present" or "attend" in respect of the Meeting shall be read
as providing for attendance of such persons through the virtual meeting platform.

IT IS HEREBY ORDERED THAT:
General
1.

The Applicant shall seek approval of the Arrangement as described in the Information Circular by
the Shareholders in the manner set forth below.

The Meeting
2.

The Applicant shall call and conduct a meeting (the Meeting) of Shareholders on or about August
31, 2021. At the Meeting, the Shareholders will consider and vote upon, among other things, a
resolution to approve the Arrangement substantially in the form attached as Appendix A to the
Information Circular (the Arrangement Resolution), and such other business as may properly be
brought before the Meeting or any adjournment or postponement thereof, all as more particularly
described in the Information Circular.
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3.

The quorum at the Meeting in respect of Shareholders shall be persons present not being less than
two (2) in number and holding or representing by proxy not less than twenty-five per cent (25%)
of the Common Shares entitled to be voted at the Meeting.

4.

If within thirty (30) minutes from the time appointed for the Meeting a quorum is not present, the
Meeting shall be adjourned to such date as may be determined by the Chair of the Meeting, provided
that the date of the adjourned Meeting shall not be less than seven (7) and not more than thirty (30)
days later. No notice of the adjourned Meeting shall be required other than by announcement at the
time of the adjournment and, if at such adjourned meeting a quorum is not present, the Shareholders
present in person or by proxy at the adjourned meeting shall be a quorum for all purposes.

5.

Each Shareholder will be entitled to one (1) vote for each Common Share held.

6.

The record date for Shareholders entitled to receive notice of and vote at the Meeting, including
any adjournments or postponements thereof, shall be July 23, 2021 (the Record Date)
notwithstanding section 133(2) of the ABCA. Only Shareholders of record as at the close of business
on the Record Date are entitled to receive notice of the Meeting and to vote those Common Shares
entitled to vote at the Meeting; provided that, to the extent that a Shareholder transfers the
ownership of any Common Shares after the Record Date and the transferee of those Common
Shares establishes ownership of such Common Shares and demands, not later than 10 days before
the Meeting, to be included in the list of Shareholders eligible to vote at the Meeting, such transferee
will be entitled to vote those Common Shares at the Meeting. Notice of the Record Date has been
provided by advertisement in a newspaper on August 2, 2021, notwithstanding subsection 133(4)(a)
of the ABCA.

7.

The Meeting shall be called, held and conducted in accordance with the applicable provisions of
the ABCA, the articles and by-laws of the Applicant in effect at the relevant time, the rulings and
directions of the Chair of the Meeting, this Order and any further Order of this Court. To the extent
that there is any inconsistency or discrepancy between this Order and the ABCA or the articles or
by-laws of the Applicant, the terms of this Order shall govern.

Conduct of the Meeting
8.

The only persons entitled to attend the Meeting shall be Shareholders or their authorized proxy
holders, the Applicant’s directors and officers and its auditors, the Applicant’s legal counsel and
representatives, the scrutineer of the Meeting and its representatives and such other persons who
may be permitted to attend by the Chair of the Meeting.
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9.

The Chair of the Meeting shall be the President and Chief Executive Officer of the Applicant or
failing her, any other executive officer or director of the Applicant at the Meeting.

10.

The number of votes required to pass the Arrangement Resolution shall be not less than 66⅔% of
the votes cast by the Shareholders present in person or represented by proxy at the Meeting.

11.

To be valid, a proxy must be deposited with Odyssey Trust Company in the manner and within the
timeframes described in the Information Circular.

12.

The accidental omission to give notice of the Meeting or the non-receipt of the notice shall not
invalidate any resolution passed or proceedings taken at the Meeting.

13.

The Applicant, if it deems it to be advisable or as otherwise provided for in the Arrangement
Agreement, may adjourn or postpone the Meeting on one or more occasions (whether or not a
quorum is present, if applicable) and for such period or periods of time as the Applicant deems
advisable without the necessity of first convening the Meeting or first obtaining any vote of the
Shareholders respecting the adjournment or postponement. Notice of any such adjournment or
postponement may be given by press release, newspaper advertisement, internet posting or by such
other method as determined to be the most appropriate method of communication by the board of
directors of Perpetual (provided that such authorization shall not derogate from the rights of
Rubellite pursuant to the Arrangement Agreement). The record date for any such adjourned or
postponed Meeting shall be the Record Date. If the Meeting is adjourned or postponed in
accordance with this Order, the references to the Meeting in this Order shall be deemed to be the
Meeting as adjourned or postponed, as the context allows.

Amendments to the Arrangement
14.

The Applicant and Rubellite are authorized to make such amendments, revisions or supplements to
the Arrangement as they may together determine necessary or desirable, provided that such
amendments, revisions or supplements are made in accordance with and in the manner
contemplated by the Arrangement and the Arrangement Agreement. The Arrangement so amended,
revised or supplemented shall be deemed to be the Arrangement submitted to the Meeting and the
subject of the Arrangement Resolution, without need to return to this Court to amend this Order.

Amendments to Meeting Materials
15.

The Applicant is authorized to make such amendments, revisions or supplements (Additional
Information) to the Information Circular, the form of proxy, notice of the Meeting, and notice of
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the Originating Application as it may determine, and the Applicant may disclose such Additional
Information, including material changes, by the method and in the time most reasonably practicable
in the circumstances as determined by the Applicant. Without limiting the generality of the
foregoing, if any material change or material fact arises between the date of this Order and the date
of the Meeting, which change or fact, if known prior to mailing of the Information Circular, would
have been disclosed in the Information Circular, then:
(a)

the Applicant will advise the Shareholders of the material change or material fact by
disseminating a news release (News Release) in accordance with applicable Canadian
securities laws;

(b)

provided that the News Release describes the applicable material change or material fact
in reasonable detail, the Applicant shall not be required to deliver an amendment to the
Information Circular to the Shareholders or otherwise give notice to the Shareholders of
the material change or material fact other than dissemination or filing of the News Release
as aforesaid; and

(c)

unless determined to be advisable by the Applicant, the Applicant shall not be required to
adjourn or otherwise postpone the Meeting as a result of the disclosure of any Additional
Information, including any material change, as contemplated by this paragraph 15.

Solicitation of Proxies
16.

The Applicant is authorized to use the form of proxy enclosed with the Information Circular,
subject to its ability to insert relevant information in the final form of such proxy. The Applicant is
authorized, at its expense, to solicit proxies, directly and through its directors, officers and
employees, and through such agents or representatives, as the Applicant may retain for that purpose,
and such solicitation may be by mail, telephone or such other forms of personal and electronic
communication as they may determine.

Dissent Rights
17.

The registered Shareholders are, subject to the provisions of this Order and the Arrangement,
accorded the right to dissent under Section 191 of the ABCA with respect to the Arrangement
Resolution and the right to be paid the fair value of their Common Shares by the Applicant in
respect of which such right to dissent was validly exercised.
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18.

In order for a registered Shareholder to exercise such right of dissent under subsection 191(5) of
the ABCA:
(a)

the Dissenting Shareholder's written objection to the Arrangement Resolution must be
received by the Applicant in care of Burnet, Duckworth & Palmer LLP, Suite 2400, 525 –
8th Avenue S.W., Calgary, Alberta T2P 1G1, Attention: Paul G. Chiswell, by 4:00 p.m.
(Calgary time) before the Meeting or by the Chairman of the Meeting at the Meeting;

(b)

a vote against the Arrangement Resolution, whether in person or by proxy, or an abstention
from voting, shall not constitute a written objection to the Arrangement Resolution as
required under paragraph 18(a) herein;

(c)

a Dissenting Shareholder shall not have voted his, her or its Common Shares at the
Meeting, either by proxy or in person, in favour of the Arrangement Resolution;

(d)

a Shareholder may not exercise the right of dissent in respect of only a portion of the
holder's Common Shares, but may dissent only with respect to all of the Common Shares
held by the Shareholder or on behalf of any one beneficial owner and registered in the
Dissenting Shareholder's name; and

(e)

the exercise of such right of dissent must otherwise comply with the requirements of
Section 191 of the ABCA, as modified and supplemented by this Order and the
Arrangement.

19.

The fair value of the consideration to which a Dissenting Shareholder is entitled pursuant to the
Arrangement shall be determined as of the close of business on the last business day before the day
on which the Arrangement Resolution is approved by the Shareholders at the Meeting and shall be
paid to the Dissenting Shareholders by the Applicant as contemplated by the Arrangement and this
Order.

20.

Dissenting Shareholders who validly exercise their Dissent Rights, as set out in paragraph 18 above,
and who:
(a)

are determined to be entitled to be paid the fair value of their Common Shares, shall be
deemed to have transferred such Common Shares (free and clear of all any encumbrances)
to the Applicant for cancellation without any further act or formality notwithstanding the
provisions of Section 191 of the ABCA; or
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(b)

are, for any reason not ultimately entitled to be paid the fair value for their Common Shares,
shall be deemed to have participated in the Arrangement on the same basis as a nondissenting Shareholder notwithstanding the provisions of Section 191 of the ABCA,

but in no event shall the Applicant, Rubellite or any other person be required to recognize any
Dissenting Shareholder as a Shareholder after the Effective Time, and the names of such holders
shall be removed from the register of Shareholders as at the Effective Time.
21.

Subject to further order of this Court, the rights available to the registered Shareholders under the
ABCA and the Arrangement to dissent from the Arrangement Resolution shall constitute full and
sufficient dissent rights for the Shareholders with respect to the Arrangement Resolution.

22.

Notice to the Shareholders of their Dissent Rights and to receive, subject to the provisions of the
ABCA, this Order and the Arrangement, the fair value of the consideration to which a Dissenting
Shareholder is entitled pursuant to the Arrangement shall be sufficiently given by including
information with respect to this right as set forth in the Information Circular which is to be sent to
Shareholders in accordance with paragraph 24 of this Order.

Notice
23.

The Information Circular, substantially in the form attached as Exhibit "A" to the Affidavit, with
such amendments thereto as counsel to the Applicant may determine necessary or desirable
(provided such amendments are not inconsistent with the terms of this Order or the Arrangement
Agreement), and including the notice of the Meeting, the form of proxy, the notice of the
Originating Application, letter of transmittal and this Order, together with any other
communications or documents determined by the Applicant to be necessary or advisable
(collectively, the Meeting Materials), shall be sent to the Shareholders who hold Common Shares,
the directors of the Applicant and the auditors of the Applicant, by any one or more of the following
methods:
(a)

in the case of registered Shareholders, by pre-paid first class or ordinary mail, by courier
or by delivery in person, addressed to each such holder at his, her or its address, as shown
on the books and records of the Applicant as at the close of business on the Record Date
not later than 21 days prior to the Meeting;

8
(b)

in the case of Beneficial Shareholders, by providing sufficient copies of the applicable
Meeting Materials to intermediaries, in accordance with National Instrument 54 -101 –
Communication with Beneficial Owners of Securities of a Reporting Issuer; and

(c)

in the case of the directors and auditors of the Applicant, by email, pre-paid first class or
ordinary mail, by courier or by delivery in person, addressed to the individual directors or
firm of auditors, as applicable, not later than 21 days prior to the Meeting.

24.

Delivery of the Meeting Materials in the manner directed by this Order shall be deemed to be good
and sufficient service upon the Shareholders, the directors and auditors of the Applicant of:
(a)

the Originating Application;

(b)

this Order;

(c)

the notice of the Meeting; and

(d)

the Information Circular.

Final Application
25.

Subject to further order of this Court and provided that the Shareholders have approved the
Arrangement Resolution in the manner directed by this Court and the directors of the Applicant
have not revoked their approval, the Applicant may proceed with an application for a final order of
the Court approving the Arrangement (the Final Order) on August 31, 2021 at 11:00 a.m. (Calgary
time) or so soon thereafter as counsel may be heard (the Final Order Application). Subject to the
Final Order and to the issuance of the proof of filing of the Articles of Arrangement, all
Shareholders and all other persons, will be bound by the Arrangement in accordance with its terms.

26.

Any (a) Shareholder or (b) other interested party desiring to support or oppose the Final Order
Application, may appear at the time of the hearing in person or by counsel provided such
Shareholder or other interested party files with the Court and serves upon the Applicant on or before
4:00 p.m. (Calgary time) on August 24, 2021, a notice of intention to appear in accordance with
the Alberta Rules of Court (the Notice of Intention to Appear) setting out such Shareholder's or
interested party's address for service and, if applicable, indicating whether such Shareholder or
interested party intends to support or oppose the Application or make submissions together with a
summary of the position such person intends to advocate before the Court and any evidence or
materials which are to be presented to the Court. Service of this notice on the Applicant shall be
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effected by service upon the solicitors for the Applicant, c/o Burnet, Duckworth & Palmer LLP,
Suite 2400, 525 – 8th Avenue S.W., Calgary, Alberta T2P 1G1, fax: (403) 260-0332, Attention:
Paul G. Chiswell.
27.

In the event that the application for the Final Order is adjourned, only those parties appearing before
this Court for the Final Order, and those Shareholders or interested parties serving a Notice of
Intention to Appear in accordance with paragraph 26 of this Order, shall have notice of the
adjourned date.

Leave to Vary Interim Order
28.

The Applicant is entitled at any time to seek leave to vary this Order upon such terms and the giving
of such notice as this Court may direct.

Court Filed Documents
29.

A signed copy of this Order shall be sufficient to provide with the Information Circular and other
Meeting Materials, as directed herein, even if it does not yet bear a filing stamp from the Court of
Queen's Bench of Alberta.

(signed) "Justice K.D. Yamauchi"
Justice of the Court of Queen's Bench of Alberta
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ARRANGEMENT AGREEMENT
THIS AGREEMENT made as of the 15th day of July, 2021
BETWEEN:
PERPETUAL ENERGY INC., a corporation incorporated under the laws of
Alberta ("Perpetual")
— and —
RUBELLITE ENERGY INC., a corporation incorporated under the laws of
Alberta ("Newco")
WHEREAS Perpetual intends to propose to its shareholders an arrangement under Section 193 of
the ABCA on the terms set forth in the Plan of Arrangement annexed as Schedule 1;
AND WHEREAS Perpetual and Newco, a wholly-owned subsidiary of Perpetual, have entered into
this Agreement to provide for such arrangement;
NOW THEREFORE in consideration of the respective covenants and agreements of the parties
set forth herein, the parties hereby agree as follows:
ARTICLE 1
INTERPRETATION
1.1

Definitions
In this Agreement, the following terms have the following meanings:

"ABCA" means the Business Corporations Act, R.S.A. 2000, c. B-9, as amended;
"Agreement", "herein", "hereof", "hereto", "hereunder" and similar expressions mean and refer to this arrangement
agreement (including the schedule hereto) as supplemented, modified or amended, and not to any particular article,
section, schedule or other portion hereof;
"AIMCo" means Alberta Investment Management Corporation, an Alberta crown corporation formed under the
Alberta Investment Management Corporation Act;
"AIMCo Bonus Shares" means the 680,485 Newco Common Shares to be issued to Perpetual pursuant to the Plan
of Arrangement and which will be transferred to AIMCo pursuant to the AIMCo Debt Settlement Agreement;
"AIMCo Debt Settlement Agreement" means the debt settlement and contingent payment agreement dated July 12,
2021 between Perpetual and AIMCo whereby, among other things, AIMCo has agreed to exercise all of its Newco
Warrants received pursuant to the Arrangement and Perpetual has agreed to transfer the AIMCo Bonus Shares to
AIMCo upon the terms and conditions of such agreement;
"Arrangement" means an arrangement involving Perpetual, its Shareholders and Newco under the provisions of
Section 193 of the ABCA on the terms and conditions set forth in the Plan of Arrangement;
"business day" means a day, other than a Saturday, Sunday or statutory holiday, when banks are generally open for
business in Calgary, Alberta;
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"Brokered Private Placement" means the $30 million brokered private placement by Newco of Subscription
Receipts entitling the holder to acquire Newco Common Shares in accordance with the terms of the Subscription
Receipt Agreement;
"Common Shares" means the common shares in the capital of Perpetual;
"Court" means the Court of Queen's Bench of Alberta;
"Dissent Rights" means the right of dissent in respect of the Arrangement provided for in Article 3 of the Plan of
Arrangement;
"Dissenting Perpetual Shareholders" means registered Shareholders who validly exercise the Dissent Rights, which
exercise of Dissent Rights has not been withdrawn, or is not deemed to have been withdrawn, before the Effective
Time;
"Effective Date" means the date the Arrangement becomes effective under the ABCA;
"Effective Time" means the time at which articles of arrangement to give effect to the Arrangement are filed with the
Registrar on the Effective Date;
"Final Order" means the final order of the Court approving the Arrangement pursuant to subsection 193(9) of the
ABCA to be applied for following the Meeting, as such order may be affirmed, amended or modified by any court of
competent jurisdiction;
"Information Circular" means the information circular to be prepared by Perpetual and forwarded as part of the
proxy solicitation materials to Shareholders in respect of the Meeting;
"Interim Order" means an interim order of the Court under subsection 193(4) of the ABCA containing declarations
and directions with respect to the Arrangement, as such order may be affirmed, amended or modified by any court of
competent jurisdiction;
"Meeting" means the special meeting of Shareholders to be held to consider the Arrangement, and any adjournments
thereof;
"Newco" means Rubellite Energy Inc., a corporation incorporated under the ABCA and a wholly-owned subsidiary
of Perpetual;
"Newco Common Shares" means the common shares in the capital of Newco;
"Newco Warrants" means the warrants of Newco to be issued pursuant to the Arrangement;
"Newco Warrant Indenture" means a warrant indenture between Newco and Odyssey Trust Company, as trustee,
establishing the terms of the Newco Warrants;
"Perpetual" means Perpetual Energy Inc., a corporation incorporated under the ABCA;
"person" means an individual, partnership, association, body corporate, trust, unincorporated organization,
government, regulatory authority, or other entity;
"Plan of Arrangement" means the plan of arrangement attached hereto as Schedule 1;
"Registrar" means the Registrar appointed under section 263 of the ABCA;
"Services Agreement" means the management services agreement dated July 15, 2021 between Perpetual and Newco
providing for the management services to be provided by Perpetual to Newco;
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"Shareholders" means the holders from time to time of Common Shares;
"Spinout Assets" means the assets described as such in the Information Circular;
"Spinout Assets Transfer Agreement" means an agreement between Perpetual, POT and Newco providing for the
transfer of the Spinout Assets from Perpetual and POT to Newco;
"Standby Purchase Agreement" means the standby purchase agreement dated July 15, 2021 between Dreamworks
Investment Holdings Ltd. and Newco providing for the backstop of the exercise of the Newco Warrants;
"Subscription Receipt Agreement" means the subscription receipt agreement between Newco and Odyssey Trust
Company, as subscription receipt agent, establishing the terms of the Subscription Receipts;
"Subscription Receipts" means the subscription receipts of Newco issued pursuant to the Brokered Private
Placement; and
"TSX" means the Toronto Stock Exchange.
1.2

Currency

All sums of money which are referred to in this Agreement are expressed in lawful money of Canada
unless otherwise specified.
1.3

Interpretation Not Affected by Headings

The division of this Agreement into articles, sections and schedules and the insertion of headings
are for convenience of reference only and shall not affect the construction or interpretation of this Agreement. The
terms "this Agreement", "hereof", "herein" and "hereunder" and similar expressions refer to this Agreement and
the schedule hereto and not to any particular article, section or other portion hereof and include any agreement or
instrument supplementary or ancillary hereto.
1.4

Article References

Unless the contrary intention appears, references in this Agreement (excluding the Plan of
Arrangement) to an article, section, subsection or paragraph by number or letter or both refer to the article, section,
subsection or paragraph, respectively, bearing that designation in this Agreement (excluding the Plan of Arrangement).
1.5

Extended Meanings

Unless the context otherwise requires, words importing the singular number shall include the plural
and vice versa; words importing any gender shall include all genders; and words importing persons shall include
individuals, partnerships, associations, bodies corporate, trusts, unincorporated organizations, governments,
regulatory authorities, and other entities.
1.6

Entire Agreement

This Agreement, together with the schedule attached hereto, constitutes the entire agreement
between the parties pertaining to the subject matter hereof and supersedes all prior agreements, understandings,
negotiations and discussions, whether oral or written, between the parties with respect to the subject matter hereof.
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ARTICLE 2
THE ARRANGEMENT
2.1

Arrangement

As soon as reasonably practicable, and subject to compliance with the terms and conditions
contained herein, Perpetual and Newco shall:
(a)

(b)

2.2

apply to the Court pursuant to Section 193 of the ABCA for an order approving the Arrangement and in
connection with such application shall:
(i)

forthwith file, proceed with and diligently prosecute an application for an Interim Order under
Section 193(4) of the ABCA providing for, among other things, the calling and holding of the
Meeting for the purpose of considering and, if deemed advisable, approving the Arrangement; and

(ii)

subject to obtaining Shareholder approval as contemplated in the Interim Order, forthwith file,
proceed with and diligently prosecute an application to the Court for a Final Order; and

deliver to the Registrar articles of arrangement and such other documents as may be required to give effect
to the Arrangement.
Interim Order
The Interim Order sought by Perpetual and Newco shall provide that for the purpose of the Meeting:

(a)

the securities of Perpetual for which the holders shall be entitled to vote on the Arrangement shall be the
Common Shares;

(b)

the Shareholders shall be entitled to one vote for each Common Share held; and

(c)

the requisite majority for the approval of the Arrangement by the Shareholders shall be two-thirds of the
votes cast by the Shareholders present in person or by proxy at the Meeting.

2.3

Commitment to Effect

Subject to termination of this Agreement pursuant to Section 4.2, the parties shall each use all
commercially reasonable efforts and do all things reasonably required to cause the Arrangement to become effective
on such date as Perpetual may determine.
2.4

Conditions Precedent

The respective obligations of the parties to complete the transactions contemplated by this
Agreement, and to file the articles of arrangement required to give effect to the Arrangement, shall be subject to the
satisfaction of the following conditions:
(a)

the Interim Order shall have been granted in form and substance satisfactory to Perpetual;

(b)

the Arrangement shall have been approved by the Shareholders in accordance with the Interim Order;

(c)

the Final Order shall have been granted in form and substance satisfactory to Perpetual;

(d)

the Brokered Private Placement shall been completed;
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(e)

the TSX shall have conditionally approved the listing of the Newco Common Shares and Newco Warrants
issuable under the Arrangement and the Newco Common Shares issuable upon the exercise of the Newco
Warrants, subject to compliance with normal listing requirements of the TSX;

(f)

all other material consents, orders and approvals, including any regulatory or judicial approvals or orders,
that Perpetual considers necessary to effect the Arrangement and complete the other transactions
contemplated by this Agreement shall have been obtained or received from the persons, authorities or bodies
having jurisdiction in the circumstances;

(g)

none of the consents, orders or approvals contemplated herein shall contain terms or conditions or require
undertakings or security that are considered unsatisfactory or unacceptable by Perpetual;

(h)

no order or decree restraining or enjoining the consummation of the Arrangement or any of the other
transactions contemplated by this Agreement shall be enforced at the time for filing the articles of
arrangement required to give effect to the Arrangement;

(i)

the board of directors of Perpetual shall have determined to proceed with the Arrangement having considered
the number of Common Shares in respect of which rights of dissent have been exercised pursuant to Section
3.1 of the Plan of Arrangement;

(j)

the Newco Warrant Indenture shall have been executed and delivered by Newco and Odyssey Trust
Company;

(k)

the Spinout Assets Transfer Agreement and the Services Agreement shall have been executed and delivered
by Perpetual and Newco;

(l)

the Standby Purchase Agreement shall not have been terminated in accordance with its terms;

(m)

the Subscription Receipt Agreement shall not have been terminated in accordance with its terms;

(n)

the AIMCo Debt Settlement Agreement shall not have been terminated in accordance with its terms;

(o)

immediately prior to the Effective Time, Newco shall have three Newco Common Shares (and no other
shares) outstanding, the registered and beneficial owner of which shall be Perpetual; and

(p)

this Agreement shall not have been terminated under Section 4.2 or otherwise.

2.5

Merger of Conditions

The conditions set out in Section 2.4 shall be conclusively deemed to have been satisfied on the
filing with the Registrar of the articles of arrangement required to give effect to the Arrangement.
ARTICLE 3
GENERAL REPRESENTATIONS, WARRANTIES & COVENANTS
3.1

Representations and Warranties
Each party represents and warrants to the other party that:

(a)

it is a corporation duly incorporated or amalgamated and validly subsisting under the laws of the Province of
Alberta and has full capacity and authority to enter into this Agreement and to perform its covenants and
obligations hereunder;

(b)

this Agreement has been duly executed and delivered by it;
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(c)

(d)

3.2

neither the execution and delivery of this Agreement nor the performance of any of its covenants and
obligations hereunder will constitute a material default under, or be in any material contravention or breach
of:
(i)

any provision of its constating documents;

(ii)

any judgement, decree, order, law, statute, rule or regulation applicable to it; or

(iii)

any agreement or instrument to which it is a party or by which it is bound; and

no dissolution, winding up, bankruptcy, liquidation or similar proceedings have been commenced or are
pending or proposed in respect of it.
Covenants

Each party covenants with the other party that it will do and perform all such acts and things, and
execute and deliver all such agreements, assurances, notices and other documents and instruments, as may reasonably
be required to facilitate the carrying out of the intent and purpose of this Agreement.
ARTICLE 4
AMENDMENT AND TERMINATION
4.1

Amendment

Subject to any mandatorily applicable restrictions under the ABCA or the Final Order, this
Agreement, including the Plan of Arrangement, may at any time and from time to time before or after the holding of
the Meeting be amended by written agreement of the parties without further notice to or authorization on the part of
the Shareholders, provided that any such amendment is brought to the attention of the Court before Court approval of
the Final Order.
4.2

Termination

This Agreement may at any time before or after the holding of the Meeting, and before or after the
granting of the Final Order, be terminated by direction of the board of directors of Perpetual without further action on
the part of the Shareholders, and nothing expressed or implied herein or in the Plan of Arrangement shall be construed
as fettering the absolute discretion of the board of directors of Perpetual to elect to terminate this Agreement and
discontinue efforts to effect the Arrangement for whatever reason it may consider appropriate.
ARTICLE 5
GENERAL
5.1

Expenses

All expenses relating to the Arrangement shall be borne both by Perpetual and Newco. Newco shall
reimburse Perpetual for that portion of the expenses paid by Perpetual which are attributable to Newco following the
receipt by Newco of sufficient funds from the exercise of Newco Warrants.
5.2

Binding Effect

This Agreement shall be binding upon and enure to the benefit of the parties hereto and their
respective successors and permitted assigns.
5.3

Assignment
No party may assign its rights or obligations under this Agreement.
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5.4

Waiver
No waiver or release by any party shall be effective unless in writing signed by the party granting

the same.
5.5

Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the Province of
Alberta and the laws of Canada applicable therein and shall be treated in all respects as an Alberta contract.

IN WITNESS WHEREOF the parties have executed this Agreement as of the date first above written.

PERPETUAL ENERGY INC.

RUBELLITE ENERGY INC.

Per: (signed) "Susan Riddell Rose"
Susan L. Riddell Rose
President and Chief Executive Officer

Per: (signed) "Ryan Shay"
Ryan A. Shay
Vice President, Finance and Chief Financial
Officer
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SCHEDULE 1
PLAN OF ARRANGEMENT UNDER SECTION 193
OF THE BUSINESS CORPORATIONS ACT (ALBERTA)
ARTICLE 1
INTERPRETATION
1.1

Definitions
In this Plan of Arrangement, the following terms have the following meanings:

"197Co" means 1974918 Alberta Ltd., a corporation incorporated under the ABCA;
"ABCA" means the Business Corporations Act, R.S.A. 2000, c. B-9, as amended;
"AIMCo" means Alberta Investment Management Corporation, an Alberta crown corporation formed under the
Alberta Investment Management Corporation Act;
"AIMCo Bonus Shares" means the 680,485 Newco Common Shares to be issued to Perpetual pursuant to subsection
2.2(l) and which will be transferred to AIMCo pursuant to the AIMCo Debt Settlement Agreement;
"AIMCo Interest Debt" means the interest debt of $1.361 million debt owing to AIMCo by Perpetual;
"AIMCo Interest Debt Note" means the demand promissory note by Newco in favour of Perpetual having a principal
amount of $1.361 million;
"AIMCo Debt Settlement Agreement" means the debt settlement and contingent payment agreement dated July 12,
2021 between Perpetual and AIMCo whereby, among other things, AIMCo has agreed to exercise all of its Newco
Warrants received pursuant to the Arrangement and Perpetual has agreed to transfer the AIMCo Bonus Shares to
AIMCo pursuant to the terms and conditions of such agreement;
"Arrangement" means the arrangement involving Perpetual, its Shareholders and Newco under the provisions of
Section 193 of the ABCA on the terms and conditions set forth in this Plan of Arrangement;
"Arrangement Agreement" means the agreement dated July 15, 2021 between Perpetual and Newco with respect to
this Plan of Arrangement, and all amendments thereto;
"Brokered Private Placement" means the $30 million brokered private placement by Newco of Subscription
Receipts entitling the holder to acquire Newco Common Shares in accordance with the terms of the Subscription
Receipt Agreement;
"Clearwater Co-POT Note" means the secured demand promissory note by Newco in favor of POT, having a
principal amount of $36.167 million, bearing interest only after demand of 10% per annum;
"Clearwater Co-PEI Note 1" means the secured demand promissory note in favor of Perpetual, having a principal
amount of $20.072 million, bearing interest only after demand of 10% per annum;
"Clearwater Co-PEI Note 2" means the demand promissory note in favour of Perpetual, having a principal amount
of $17.532 million and having the same terms as the Clearwater Co-PEI Note 1;
"Common Share Weighed Average Trading Price" shall be determined by dividing (i) the aggregate dollar trading
value of all Common Shares sold on the TSX over the twenty trading days immediately preceding the Effective Date
by (ii) the total number of Common Shares sold on the TSX during such period;
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"Common Shares" means the Common Shares in the capital of Perpetual;
"Court" means the Court of Queen's Bench of Alberta;
"Dissent Shares" means the Common Shares in respect of which rights of dissent are exercised as provided in section
3.1 and in respect of which the holders thereof are ultimately entitled to be paid fair value;
"Dissenting Perpetual Shareholders" means registered Shareholders who validly exercise the Dissent Rights, which
exercise of Dissent Rights has not been withdrawn, or is not deemed to have been withdrawn, before the Effective
Time;
"Distribution Record Date" means the record date to be determined by Newco in accordance with the policies of the
TSX following the Effective Date or the date that a letter of transmittal is provided to the holders of the Newco
Common Shares and Newco Warrants;
"Effective Date" means the date the Arrangement is effective under the ABCA;
"Effective Time" means the time at which the articles of arrangement to give effect to the Arrangement are filed with
the Registrar on the Effective Date;
"Encumbrance" includes any mortgage, pledge, assignment, charge, lien, security interest, adverse interest in
property, other third party interest or encumbrance of any kind whether contingent or absolute, and any agreement,
option, right or privilege (whether by law, contract or otherwise) capable of becoming any of the foregoing;
"Exchange Fraction" has the meaning given to such term in subsection 2.2(e);
"Expiry Time" means the time the Newco Warrants expire in accordance with their terms;
"Final Order" means the final order of the Court approving the Arrangement under subsection 193(9) of the ABCA,
as such order may be affirmed, amended or modified by any court of competent jurisdiction;
"Information Circular" means the information circular prepared by Perpetual and forwarded as part of the proxy
solicitation materials to Shareholders in respect of the Meeting;
"Interim Order" means the interim order of the Court under subsection 193(4) of the ABCA containing declarations
and directions with respect to the Arrangement, as such order may be affirmed, amended or modified by any court of
competent jurisdiction;
"Meeting" means the special meeting of Shareholders to be held to consider the Arrangement, and any adjournment
thereof;
"Newco" means Rubellite Energy Inc., a corporation incorporated under the ABCA and a wholly-owned subsidiary
of Perpetual;
"Newco Common Shares" means the common shares in the capital of Newco;
"Newco Warrants" means the share purchase warrants of Newco entitling the holders thereof to purchase Newco
Common Shares at a price of $2.00 per share and expiring on the date outlined in the Information Circular, the terms
of which are established under a warrant indenture between Newco and Odyssey Trust Company, which warrant
indenture will provide for a "basic" and "additional" subscription privilege;
"PEI-197Co Note" means the demand grid promissory note from Perpetual in the initial principal amount of $5.6
million, bearing interest of 10% per annum and secured against the Figure Lake Assets;
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"PEI-Clearwater Co Note" means an unsecured demand promissory note having a principal amount equal to the
aggregate repurchase price of $2.64 million for Common Shares repurchased pursuant to subsection 2.2(j), which
bears interest only after demand at a rate of 10% per annum;
"Perpetual" means Perpetual Energy Inc., a corporation incorporated under the ABCA;
"POT" means Perpetual Operating Trust, a trust formed under the laws of Alberta, whose sole beneficiary is Perpetual
and whose trustee is Perpetual Operating Corp., a corporation formed under the ABCA;
"Registrar" means the Registrar appointed under section 263 of the ABCA;
"Remaining Fraction" means the fraction of a Common Share remaining after the transfer of the Exchange Fraction
pursuant to subsection 2.2(e), being equal to one minus the Exchange Fraction;
"Shareholders" means the holders of Common Shares;
"Spinout Assets Transfer Agreement" means an agreement between Perpetual, POT and Newco providing for the
transfer of the Spinout Assets from Perpetual and POT to Newco;
"Standby Purchase Agreement" means the agreement dated July 15, 2021 between Dreamworks Investment
Holdings Ltd. and Newco providing for the backstop of the exercise of the Newco Warrants;
"Subscription Receipt Agreement" means the subscription receipt agreement between Newco and Odyssey Trust
Company, as subscription receipt agent, establishing the terms of the Subscription Receipts;
"Subscription Receipts" means the subscription receipts of Newco issued pursuant to the Brokered Private
Placement; and
"TSX" means the Toronto Stock Exchange.
1.2

Sections and Headings

The division of this Plan of Arrangement into articles and sections and the insertion of headings are
for convenience of reference only and shall not affect the construction or interpretation of this Plan of Arrangement.
Unless reference is specifically made to some other document or instrument, all references herein to articles, sections
and subsections are to articles, sections and subsections of this Plan of Arrangement.
1.3

Number, Gender and Persons

Unless the context otherwise requires, words importing the singular number shall include the plural
and vice versa; words importing any gender shall include all genders; and words importing persons shall include
individuals, partnerships, associations, corporations, funds, unincorporated organizations, governments, regulatory
authorities, and other entities.
1.4

Currency
All references in this Plan of Arrangement to sums of money are expressed in lawful money of

Canada.
ARTICLE 2
THE ARRANGEMENT
2.1

Arrangement Agreement
This Plan of Arrangement is made pursuant to the provisions of the Arrangement Agreement.
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2.2

Arrangement and Related Transactions at the Effective Time
At the Effective Time, the following transactions shall occur and shall be deemed to occur in the

following order:
Dissenting Shareholders
(a)

Subject to Article 3, the Common Shares held by Dissenting Perpetual Shareholders shall be deemed to have
been transferred to Perpetual (free and clear of all any Encumbrances) and cancelled, and such Dissenting
Perpetual Shareholders shall cease to have any rights as Shareholders, other than the right to be paid the fair
value of their Common Shares in accordance with Article 3, and the names of such holders shall be removed
from the register of Shareholders;
Consolidation of Common Shares

(b)

The Common Shares will be consolidated on the basis of one post-consolidation Common Share ("PostConsolidation Common Share") for a number between 500 and 1,000 pre-consolidation Common Shares,
which number will be determined by Perpetual in advance of the Effective Date in its sole discretion ("PreConsolidation Common Share");

(c)

Any holder of less than one Post-Consolidation Common Share will cease to hold Common Shares and will
be entitled to be paid cash consideration equal to that number of Pre-Consolidation Common Shares held by
the holder multiplied by the Common Share Weighted Average Trading Price, rounded to the nearest whole
cent;
Split of Common Shares

(d)

Immediately following step 2.2(c) above, the remaining Common Shares will be split on the basis of a number
between 500 and 1,000 post-split Common Shares for each one Post-Consolidation Common Share, which
number will equal the number determined by Perpetual in step 2.2(b);
Fractions of Common Shares are Exchanged for Newco Common Shares

(e)

Each holder of a Common Share will exchange a fraction (the "Exchange Fraction") of each issued and
outstanding Common Share (other than a Dissent Share) for a fraction of a Newco Common Share being the
fraction determined by dividing 1/46th of the fair market value of a Newco Common Share by the Common
Share Weighted Average Trading Price such that each holder of a Common Share will then have the
Remaining Fraction of a Common Share and 1/46th of a Newco Common Share;

(f)

An amount equal to the aggregate value of the Exchange Fractions will be added to the stated capital of the
Newco Common Shares.
Issuance of Newco Warrants

(g)

Newco shall issue Newco Warrants to all of the holders of Newco Common Shares, on the basis of 12 Newco
Warrants for each Newco Common Share;
Change to Remaining Common Shares

(h)

The Remaining Fraction of each issued and outstanding Common Share shall be changed into one Common
Share, with the result that the holders of Common Shares shall then hold the same number of Common Shares
as they held prior to the exchange pursuant to subsection 2.2(e);
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Cancellation of Initial Newco Common Shares
(i)

The three issued and outstanding Newco Common Shares held by Perpetual shall be, and shall be deemed to
be, transferred to Newco in exchange for the payment by Newco to Perpetual of $2.00 per Newco Common
Share, whereupon such Newco Common Shares shall be cancelled;
Common Shares will be Repurchased in Exchange for the PEI-Clearwater Co Note

(j)

The Common Shares held by Newco will be repurchased in exchange for Perpetual issuing to Newco the
PEI-Clearwater Co Note.
Certain Indebtedness of Perpetual and Newco will be set-off

(k)

Perpetual and Newco will set-off $2.64 million (being the aggregate principal amount of the PEI-Clearwater
Note) of the Clearwater Co-PEI Note 1 against the PEI-Clearwater Co Note, and the remaining amount will
be evidenced by the Clearwater Co-PEI Note 2 and the Clearwater Co-PEI Note 1 will be cancelled.
Issuance of Bonus Shares to Perpetual

(l)

Perpetual will subscribe for the AIMCo Bonus Shares at a subscription price of $2.00 per Newco Common
Share in satisfaction of the AIMCo Interest Debt Note and the principal amount of the AIMCo Interest Debt
will be added to the stated capital of Newco.
Arrangement and Related Transactions at the Expiry Time

2.3

At the Expiry Time, the following transactions shall occur and shall be deemed to occur
concurrently:
(a)

Newco Common Shares will be issued for any Newco Warrants that have been validly exercised (including
those exercised pursuant to the terms of the AIMCo Debt Settlement Agreement) and Newco Common Shares
will be issued pursuant to the terms of the Standby Purchase Agreement for any remaining Newco Warrants
not validly exercised at the Expiry Time resulting in freely-tradeable Newco Common Shares being issued
in respect of all of the Newco Warrants; and

(b)

the Subscription Receipts issued pursuant to the Brokered Private Placement will be converted into freelytradeable New Common Shares.

For greater certainty, pursuant to the terms of the AIMCo Debt Settlement Agreement, AIMCo is only permitted
and/or obligated to subscribe for or otherwise acquire Newco Common Shares (including, without limitation, the
AIMCo Bonus Shares and upon exercise of Newco Warrants) if its Deemed Beneficial Ownership (as such term is
defined in the AIMCo Debt Settlement Agreement) does not then exceed 9.99%, and then only to the extent that such
rights or obligations would not cause its Deemed Beneficial Ownership (as such term is defined in the AIMCo Debt
Settlement Agreement) to exceed 9.99% (the "AIMCo Beneficial Ownership Restriction") and, accordingly the
foregoing transactions will be deemed to be effected in such a manner as to comply with the terms of the AIMCo Debt
Settlement Agreement and having regard at all times to the AIMCo Beneficial Ownership Restriction.
2.4

Fractional Shares

Notwithstanding anything herein contained, the issuance of Newco Common Shares pursuant to
subsection 2.2(e) shall not result in any fractional Newco Common Shares being issued. Where the aggregate number
of Newco Common Shares to be issued to a holder of Common Shares would otherwise result in a fraction of a Newco
Common Share being issued,
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(a)

subject to subparagraph (b) below, the number of Newco Common Shares to be issued to such holder shall
be rounded to the nearest whole number of Newco Common Shares (with fractions equal to exactly 0.5 being
rounded up); and

(b)

in no circumstance shall a holder of Common Shares receive less than one Newco Common Share.
ARTICLE 3
RIGHTS OF DISSENT

3.1

Rights of Dissent

Registered Shareholders may exercise rights of dissent in the manner set forth in Section 191 of the
ABCA in connection with the Arrangement, subject to the following provisions:
(a)

Shareholders who exercise their rights of dissent and who are ultimately entitled to be paid fair value shall
be deemed to have transferred their Common Shares to Perpetual for cancellation as of the Effective Time
and such shares shall be deemed to have no longer been issued and outstanding as of the Effective Time; and

(b)

Shareholders who exercise such rights of dissent and who are ultimately not entitled for any reason to be paid
fair value for their Common Shares or Shareholders who withdraw their dissent in accordance with Section
191 of the ABCA shall be deemed to have participated in the Arrangement as of and from the Effective Time
on the same basis as the non-dissenting Shareholders, provided that such Shareholders shall have no claim
against any parties to the Arrangement as a result of the timing of the determination of their status resulting
in their being unable to either exercise or otherwise deal with the Newco Warrants to which they were entitled
under the Arrangement, prior to the expiry thereof.
ARTICLE 4
SHARE AND WARRANT CERTIFICATES

4.1

Common Share Certificates

From and after the Effective Time, share certificates representing Common Shares outstanding
immediately prior to the Effective Time (other than Dissent Shares) shall for all purposes be deemed to be share
certificates representing the Common Shares resulting from the Arrangement, and no new share certificates shall be
issued with respect to the transactions affecting the Common Shares pursuant to the Arrangement.
4.2

Interim Period

Subject to section 4.4, from the Effective Time to the close of business on the Distribution Record
Date, share certificates representing Common Shares shall also be deemed for all purposes to represent the Newco
Common Shares and Newco Warrants issued pursuant to the Arrangement which correspond to the Common Shares
represented by such certificates.
4.3

Newco Common Share and Warrant Certificates

Subject to section 4.4, as soon as practicable following the Distribution Record Date, Newco shall
caused to be issued to the registered holders of Newco Common Shares and Newco Warrants at the close of business
on the Distribution Record Date (being the same as the registered holders of Common Shares) share certificates and
warrant certificates representing the Newco Common Shares and Newco Warrants of which each such person is the
registered holder at the close of business on the Distribution Record Date, and shall cause such share and warrant
certificates to be delivered or mailed to such registered holders.
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4.4

Alternative Distribution of Newco Certificates

Notwithstanding sections 4.2 and 4.3, Newco may cause share and warrant certificates representing
Newco Common Shares and Newco Warrants issued pursuant to the Arrangement to be issued and delivered or mailed
prior to the Distribution Record Date to any Shareholder of record on the Effective Date who (i) provides to Newco a
request for such certificates and (ii) deposits with Perpetual's registrar and transfer agent the certificates representing
the Common Shares held by such Shareholder on the Effective Date in respect of which the Shareholder is requesting
the early delivery of certificates for Newco Common Shares and Newco Warrants. Upon share and warrant certificates
representing Newco Common Shares and Newco Warrants being so issued, the share certificates representing the
corresponding Common Shares shall no longer also represent such Newco Common Shares and Newco Warrants.
Following the Distribution Record Date, any share certificates representing Common Shares which were deposited
with Perpetual's registrar and transfer agent shall be returned to the applicable Shareholder.
ARTICLE 5
RELEASES
On the Effective Date, the Shareholders shall, and hereby do, forever and irrevocably release and discharge
Perpetual, Newco and each of their respective present and former directors, officers, employees, representatives,
advisors (including legal and financial advisors) and agents (each a "Released Party") from all present and future
demands, actions, causes of action, suits, damages, judgements, executions, expenses, obligations, liabilities and
claims of any kind or nature whatsoever (other than liabilities or claims attributable to gross negligence, fraud or
willful misconduct of the applicable Released Party as determined by the final non-appealable judgement of a court
of competent jurisdiction), whether known or unknown, matured or unmatured, or foreseen or unforeseen, based in
whole or in part on any act, omission, transaction, duty, responsibility, liability, obligation, dealing or other
occurrence, arising on or prior to the Effective Date in connection with the Common Shares, the Arrangement
proceedings, the Arrangement Agreement, this Plan, the transactions contemplated hereunder, the business, affairs,
administration and management of Perpetual and Newco, and any other actions or matters related directly or indirectly
to the foregoing, provided that nothing in this Article 5 shall release or discharge any Released Party from or in respect
of its obligations under this Plan.
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DEFINITIONS
Capitalized words, phrases and abbreviations used but not otherwise defined in this Appendix D shall have the meanings ascribed
to such words, phrases and abbreviations in the "Glossary of Terms" in the body of the accompanying Information Circular to which
this Appendix D is attached. Certain other terms used herein are defined in NI 51-101 and unless the context otherwise requires,
shall have the same meaning herein as ascribed to such terms in NI 51-101.
NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Appendix D contains certain forward-looking statements and forward looking information (collectively, "forward-looking
statements"), which are based upon Rubellite's current internal expectations, estimates, projections, assumptions and beliefs. In
some cases, words such as "plan", "expect", "intend", "believe", "estimate", "may", "will", "potential" and other similar words, or
statements that certain events or conditions "may" or "will" occur are intended to identify forward-looking statements. These
statements are not guarantees of future performance and involve known and unknown risks, uncertainties and other factors that
may cause actual results or events to differ materially from those anticipated in the forward-looking statements. In addition, this
Appendix D may contain forward-looking statements attributed to third-party industry sources. Undue reliance should not be placed
on these forward-looking statements, as there can be no assurance that the plans, intentions or expectations upon which they are
based will occur. By its nature, forward-looking statements involve numerous assumptions, known and unknown risks and
uncertainties, both general and specific, that contribute to the possibility that the predictions, forecasts, projections and other
forward-looking statements will not occur. Such forward-looking statements in this Appendix D speak only as of the date of this
Appendix D.
Forward-looking statements in this Appendix D include, but are not limited to, statements with respect to:
•

plans to complete the Arrangement and the Transactions;

•

the issuances of Rubellite Shares pursuant to the Arrangement;

•

the issuances of Rubellite Shares pursuant to the Brokered Private Placement and the Non-Brokered Private Placement;

•

plans to repay debt in connection with and following the completion of the Arrangement;

•

plans to list the Rubellite Shares and Rubellite Warrants on the TSX following the completion of the Arrangement;

•

the anticipated timing and release of the Escrowed Funds in connection with the Brokered Private Placement;

•

the anticipated completion of the Non-Brokered Private Placement;

•

the expected terms, conditions and value of Rubellite's new revolving secured credit facilities;

•

the expected issuance of the AIMCo Bonus Shares to Perpetual and subsequent transfer thereof pursuant to the terms of the
AIMCo Debt Settlement Agreement;

•

the anticipated consolidated capitalization of Rubellite following the completion of the Transactions;

•

anticipated drilling, completion and facilities costs with respect to the Clearwater Assets;

•

timing of the development of undeveloped reserves;

•

the expected composition of the Rubellite Board;

•

the tax position of Rubellite;

•

crude oil production levels;

•

abandonment and reclamation costs and timelines associated with the Clearwater Assets;

•

allocation of funding for the development of reserves; and

•

sources of funding for development and costs related thereto.

Although Rubellite believes that the expectations reflected in the forward-looking statements contained in this Appendix D are
reasonable, there can be no assurance that such expectations will prove to be correct. Rubellite cannot guarantee future results,
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levels of activity, performance or achievements. Some of the risks and other factors, some of which are beyond Rubellite's control,
which could cause results to differ materially from those expressed in the forward-looking statements contained in this Appendix
D include, but are not limited to:
•

failure to complete the Arrangement;

•

failure to complete the Non-Brokered Private Placement;

•

failure to satisfy the conditions of the AIMCo Debt Settlement Agreement;

•

failure to satisfy the Escrow Condition with respect to the Brokered Private Placement;

•

failure to obtain approval to list the Rubellite Shares and Rubellite Warrants on the TSX;

•

failure to successfully operate the Clearwater Assets under the MSA;

•

failure to obtain lender consent, when necessary;

•

general economic conditions in Canada and globally;

•

industry conditions, including fluctuations in the price of crude oil;

•

governmental regulation of the oil and gas industry, including environmental regulation;

•

fluctuation in foreign exchange or interest rates;

•

liabilities inherent in crude oil operations;

•

geological, technical, drilling and processing problems and other difficulties in producing reserves;

•

failure to realize anticipated benefits of acquisitions and the development of reserves;

•

failure to obtain industry partner and other third-party consents and approvals, when required;

•

competition for, among other things, capital, acquisitions of reserves, undeveloped land and skilled personnel;

•

competition for and inability to retain drilling rigs and other services; and

•

the need to obtain required approvals from regulatory authorities.

Statements relating to "reserves" are 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. Readers are cautioned
that the foregoing list of factors is not exhaustive. The forward-looking statements contained in this Appendix D are expressly
qualified by this cautionary statement. Rubellite assumes no duty to update any of the forward-looking statements contained herein
after the date hereof to conform such statements to actual results or to changes in Rubellite's expectations except as otherwise
required by applicable legislation.
All dollar amounts in this Appendix D are in Canadian dollars unless otherwise stated.
CORPORATE STRUCTURE
Name, Address and Incorporation
Rubellite was incorporated under the ABCA on July 12, 2021 and is a wholly-owned subsidiary of Perpetual. Rubellite's head office
and registered office are located at Suite 3200, 605 – 5th Avenue S.W., Calgary, Alberta T2P 3H5. Rubellite does not have any
subsidiaries.
Following the completion of the Arrangement, it is expected that Rubellite will be a reporting issuer with the Rubellite Shares and
Rubellite Warrants listed on the TSX.
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General Development of the Business
The Acquisition
On July 15, 2021, Rubellite, Perpetual and POT entered into the Acquisition Agreement whereby Perpetual and POT assigned the
Clearwater Assets to Rubellite in exchange for: (i) in the case of Perpetual, the issuance of Rubellite Shares, the Clearwater CoPEI Note 1, a second demand promissory note in favour of Perpetual and the assumption of a demand promissory note originally
granted by Perpetual in favour of 197Co; and (ii) in the case of POT, the issuance of a demand promissory note by Rubellite in
favour of POT. See "Description of Certain Other Transactions – Clearwater Assets Transactions – Acquisition" in the
accompanying Information Circular for more information.
The Clearwater Assets are described in greater detail under the heading "Description of Rubellite's Business – Clearwater Assets"
below.
Brokered Private Placement
On July 13, 2021, Rubellite completed the Brokered Private Placement for gross proceeds of $30 million. The Rubellite Subscription
Receipts were issued in accordance with the terms of the Rubellite Subscription Receipt Agreement.
The gross proceeds from the Brokered Private Placement will be held in escrow pending the satisfaction of the Escrow Condition.
If the Escrow Condition is satisfied before the Escrow Release Deadline, the Escrowed Funds will be released to Rubellite and
each of the holders of Rubellite Subscription Receipts will receive, without payment of additional consideration or further action,
one Rubellite Common Share for each Rubellite Subscription Receipt held.
See "Description of Certain Other Transactions – Financing Transactions – Brokered Private Placement" in the accompanying
Information Circular.
Non-Brokered Private Placement
Rubellite intends to complete the Non-Brokered Private Placement for a minimum of $10.5 million and up to a maximum of $20
million, at $2.00 per Rubellite Share to certain officers, members of the board of directors of Perpetual, AIMCo and other thirdparty strategic subscribers and Shareholders as determined by Perpetual in its sole discretion. The Non-Brokered Private
Placement will close on the Expiry Date.
See "Description of Certain Other Transactions – Financing Transactions – Non-Brokered Private Placement" in the accompanying
Information Circular.
The Arrangement
On July 15, 2021, Rubellite and Perpetual entered into the Arrangement Agreement pursuant to which, among other things, each
Shareholder will exchange a fraction of each Common Share for 1/46th of a Rubellite Share and will receive 12 Rubellite Warrants
for each Rubellite Share held, which will entitle the holder to acquire, until the Expiry Time, one Rubellite Share for an exercise
price of $2.00 per Rubellite Warrant.
In addition, pursuant to the Arrangement, Perpetual will subscribe for the 680,485 AIMCo Bonus Shares at a price of $2.00 per
Rubellite Common Share, which AIMCo Bonus Shares will be subsequently transferred to AIMCo at the Effective Time pursuant
to the AIMCo Debt Settlement Agreement in exchange for full repayment and final satisfaction of deferred interest owing pursuant
to the AIMCo Interest Debt and the cancellation of the AIMCo Interest Debt. The principal amount of the AIMCo Interest Debt will
be added to the stated capital of Rubellite and will be offset against the Acquisition promissory amounts owing by Rubellite to
Perpetual.
See "The Arrangement – Details of the Arrangement" in the accompanying Information Circular.
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Standby Agreement
Rubellite entered into a standby purchase agreement dated July 15, 2021 with Perpetual and Dreamworks in connection with the
Arrangement. Under the Standby Agreement Dreamworks has agreed subject to certain terms and conditions that it, or a permitted
assignee of Dreamworks will: (i) exercise any and all Rubellite Warrants that are not exercised at the Expiry Time such that Rubellite
expects it will issue approximately 16.7 million Rubellite Shares in connection with the Arrangement Warrant Financing for
aggregate gross proceeds of approximately $33.4 million; and (ii) subscribe for such number of Rubellite Shares pursuant to the
Non-Brokered Private Placement such that Rubellite shall receive an aggregate amount in respect of the issuance of the Rubellite
Shares of not less than $6.0 million.
See "Description of Certain Other Transactions – Financing Transactions – Standby Agreement" in the accompanying Information
Circular.
DESCRIPTION OF RUBELLITE'S BUSINESS
Clearwater Assets
Following completion of the Acquisition, Rubellite owns the Clearwater Assets, which are located in the Clearwater play. The
Clearwater wells contributed an average 386 Bbl/d of heavy crude oil to Perpetual's production in 2020. A description of the
properties comprising the Clearwater Assets is below. Based on the McDaniel Rubellite Report, the Clearwater Assets have booked
proved and probably heavey crude oil reserves of 3.6 MMbbls with 25 booked undeveloped drilling locations. An additional 345
multi-lateral drilling locations have been identified and are unbooked. Rubellite will control and operate 100% of the Clearwater
Assets.
The following property descriptions are as at June 1, 2021 unless otherwise noted and reserves quoted are as reported in the
McDaniel Rubellite Report.
Ukalta
The Ukalta area is currently Rubellite's main producing area and is comprised of six (6.0 net) producing wells and 12,339 acres
(79% undeveloped) of Clearwater rights. The six wells are all 6-leg open hole multi-lateral horizontal wells, two (2.0 net) of which
were drilled and placed on production in the third quarter of 2019 and four (4.0 net) in the first quarter of 2020. The Ukalta wells
are producing at approximately 300 Bbl/d of heavy crude oil through the first half of July and will represent 92% of Rubellite's
production. The McDaniel Rubellite Report identifies 13 (13.0) Proven Undeveloped and Proven plus Probable Undeveloped
locations in this area. Rubellite has further identified additional scope to the play of up to 42 unbooked drilling locations within the
same lower Clearwater sand target currently producing heavy crude oil in the six existing wells. Two additional unproven zones
exist in the same land block where up to 69 additional unbooked drilling locations are internally recognized as prospective.
Figure Lake
Rubellite has acquired 43,488 net acres (99% undeveloped) and 1 (1.0 net) producing well. The well was producing at 25 Bbl/d oil
through the first week of July, representing 8% of Rubellite's production. The well was drilled in 2019 and is a 3 leg open hole multilateral, the well is interpreted to have been drilled with as much as 50% of the well out of the zone and as such, proves the reservoir
is commencing production but is only indicative of the potential productivity for the area. The well has since been shut-in to facilitate
drilling on the same pad and Rubellite plans to drill two (2.0 net) wells from the same surface location and two (2.0 net) wells from
a second surface location. The McDaniel Rubellite Report identifies 8 (8.0) net development wells, 2 of which are in the proven
undeveloped category and 6 in the proven plus probable undeveloped category in this area. Rubellite has further identified 205
unbooked drilling locations on lands in the Figure Lake area.
In connection with the Acquisition, Rubellite has entered into an agreement with Freehold Royalties Partnership whereby it sold a
3% to 5% gross overriding royalty on certain Clearwater Assets at Figure Lake for gross proceeds of up to $7.9 million to be paid
upon the terms of a drilling commitment agreement. It is expected that 100% of Rubellite's costs for the drilling of four commitment
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wells and a portion of the cost for twelve additional wells on the Figure Lake royalty lands will be funded by the Figure Lake GORR
Financing. The first of the four Figure Lake commitment wells was spud July 21, 2021.
Marten Hills
Rubellite has entered into contractual arrangements and is in the process of earning 960 acres (0% undeveloped) in the Marten
Hills area. The Acquisition includes two (1.0 net) well drilled in the second quarter of 2021 and through early July. Rubellite further
plans to drill 4 (2.0 net) wells in the first quarter of 2022 to complete the earning. All six wells are designed as 8-leg open hole mutilaterals. The McDaniel Rubellite Report identifies 8 (4.0) net development wells, 4 of which are in the proven undeveloped category
and 4 in the proven plus probable undeveloped category. Rubellite has further identified 4 (2.0) net locations on these lands. The
agreements at Marten Hills further provide access to exploration acreage in West Dawson and Cadotte with additional drilling
commitment options to earn up to 6,400 additional net acres (100% undeveloped).
Environmental, Health and Safety Policies
Rubellite intends to establish environmental, health and safety policies consistent with Perpetual's established policies and
generally in line with industry best practices. Such policies will be established after completion of the Arrangement.
Specialized Skill, Knowledge and Personnel
Rubellite does not intend to initially hire any employees or contractors. Instead, the Clearwater Assets will be operated by the
personnel of Perpetual pursuant to the MSA.
Rubellite relies on the specialized skills and knowledge of the personnel of Perpetual and services provided under the MSA to
gather, interpret and process geological and geophysical data; drill and complete wells; design and operate production facilities;
and numerous additional activities required to explore for, acquire and produce crude oil.
Perpetual manages Rubellite cost-effectively through the MSA, sharing people, office and information technology related general
and administrative costs on a relative production split basis. Unique professional fees and expenses, such as public company and
legal costs, are borne separately by each of Perpetual and Rubellite. The MSA provides for optimization of Perpetual's technical,
administrative and management capacity which, in conjunction with interest cost savings, serves to establish a more sustainable
cost structure. See "Description of Certain Other Transactions – The Clearwater Assets – Management Services Agreement" in
the Information Circular.
STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS INFORMATION
The statement of reserves data and other oil and gas information set forth below is dated June 1, 2021 and is based upon the
figures contained in the report of McDaniel dated effective June 1, 2021 with a preparation date of June 17, 2021. Perpetual, as
the prior owner of the Clearwater Assets and in connection with the Arrangement, commissioned the McDaniel Rubellite Report
for the purposes of obtaining reserves data specific to the Clearwater Assets. The report on reserves data by the independent
qualified reserves evaluator in Form 51-101F2 and report of management and directors on oil and gas disclosure in Form 51101F3 with respect to the McDaniel Rubellite Report are attached as Schedule E to this Appendix D.
Disclosure of Reserves Data
In the McDaniel Rubellite Report, McDaniel evaluated 100% of the assigned total proved plus probable reserves. McDaniel
prepared the McDaniel Rubellite Report using their own technical assumptions and interpretations, methodologies and cost
assumptions and the equal weighting of three consultant (McDaniel, GLJ Ltd., Sproule Associates Limited) average price forecasts
(the "Consultant Average Price Forecast"). Due to rounding, certain columns set forth below in this section may not add.
The reserves data set forth below summarizes the crude oil reserves associated with the Clearwater Assets and the net present
values of future net revenue for such reserves using forecast prices and costs. The McDaniel Rubellite Report has been prepared
in accordance with the standards contained in the COGE Handbook and the reserve definitions contained in NI 51-101, CSA 51324, and the COGE Handbook. McDaniel was engaged to provide evaluations of proved and proved plus probable reserves and
no attempt was made to evaluate possible reserves.
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All of the reserves associated with the Clearwater Assets are located in Canada and specifically, in the province of Alberta and all
of the reserves attributed to the Clearwater Assets are heavy crude oil reserves.
There are numerous uncertainties inherent in estimating quantities of crude oil reserves and the future cash flows attributed to
such reserves. The reserve and associated cash flow information set forth below are estimates only. In general, estimates of
economically recoverable crude oil reserves and the future net revenues therefrom are based upon a number of variable factors
and assumptions, such as geological, geophysical, and engineering assessment of hydrocarbons in place on lands, historical
production from the properties, production rates, ultimate reserve recovery, timing and amount of capital and abandonment and
reclamation expenditures, marketability of crude oil, royalty rates, the assumed effects of regulation by governmental agencies and
future operating costs, all of which may vary materially from actual results. For those reasons, estimates of the economically
recoverable crude oil reserves attributable to any particular group of properties, classification of such reserves based on risk of
recovery and estimates of future net revenues associated with reserves prepared by different engineers, or by the same engineers
at different times, may vary. The actual production, revenues, royalties, development, abandonment and reclamation, and
operating expenditures of the Clearwater Assets with respect to their reserves will vary from estimates thereof and such variations
could be material.
The information relating to the crude oil reserves with respect to the Clearwater Assets contain forward-looking statements relating
to anticipated production, future net revenues, forecast capital expenditures, future development plans and costs related thereto,
forecast operating costs, anticipated production, and abandonment and reclamation costs. See "Note Regarding Forward-Looking
Statements" and "Risk Factors" in this Appendix D.
It should not be assumed that the estimates of future net revenues presented in the tables below represent the fair market value
of the reserves. There is no assurance that the forecast prices and costs assumptions will be attained, and variances could be
material. Actual reserves and value may be greater than or less than the estimates provided in this Statement of Reserves Data
and Other Oil and Gas Information.
Reserves Data (Forecast Prices and Costs)
SUMMARY OF TOTAL RESERVES ATTRIBUTED TO THE
CLEARWATER ASSETS
AS AT JUNE 1, 2021
FORECAST PRICES AND COSTS
RESERVES

RESERVES CATEGORY

HEAVY CRUDE OIL
Gross
Net
(Mbbls)
(Mbbls)

Proved:
Developed Producing
Undeveloped
Total Proved
Total Probable

407.7
1,580.7
1,988.4
1,593.5

367.3
1,423.5
1,790.8
1,450.1

Proved plus Probable

3,581.9

3,240.9

Notes:
(1) "Gross" refers to working interest reserves attributed to the Clearwater Assets before royalty deductions.
(2) "Net" refers to the interest volumes attributed to the Clearwater Assets after royalties
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NET PRESENT VALUES OF FUTURE NET REVENUE AS AT
JUNE 1, 2021
FORECAST PRICES AND COSTS
Unit Value
Before Income
Tax
Discounted at
10% per Year
($/Boe)

Before Income Tax Expenses Discounted At (%/year)

RESERVES CATEGORY

0%
($000s)

Proved:
Developed Producing
Undeveloped
Total Proved
Total Probable

9,229.5
18,736.6
27,966.2
34,142.2

8,548.0
15,715.2
24,263.3
26,612.5

7,850.2
12,675.6
20,525.8
21,324.2

7,242.0
10,177.9
17,420.0
17,518.5

6,730.4
8,174.7
14,905.1
14,686.8

21.37
8.90
11.46
14.71

Proved plus Probable

62,108.4

50,875.8

41,850.1

34,938.5

29,591.9

12.91

0%
($000s)

RESERVES CATEGORY

5%
($000s)

10%
($000s)

15%
($000s)

20%
($000s)

After Income Tax Expenses Discounted At (%/year)
5%
10%
15%
20%
($000s)
($000s)
($000s)
($000s)

Proved:
Developed Producing
Undeveloped
Total Proved
Total Probable

9,229.5
18,736.6
27,966.2
34,142.2

8,548.0
15,715.2
24,263.3
26,612.5

87,850.2
12,675.6
20,525.8
21,324.2

7,242.0
10,177.9
17,420.0
17,518.5

6,730.4
8,174.7
14,905.1
14,686.8

Proved plus Probable

62,108.4

50,875.8

41,850.1

34,938.5

29,591.9

Note:
(1) Unit values are based on net reserve volume.

Reserves
Category
Total Proved
Total Proved
plus Probable

TOTAL FUTURE NET REVENUE
(UNDISCOUNTED) AS AT JUNE 1, 2021
FORECAST PRICES AND COSTS ($000s)
Abandonment
Future Net
And
Revenue Before
Development
Reclamation
Income Tax
Costs
Costs
Expenses

Future
Income Tax
Expenses

Future Net
Revenue After
Income Tax
Expenses

Revenue

Royalties

Operating
Costs

98,480

9,909

37,306

21,761

1,537

27,966

0

27,966

180,034

17,272

66,834

31,760

2,059

62,108

0

62,108

Note:
(1) After tax net present value of the oil and gas properties with respect to the Clearwater Assets reflect the tax burden on such
properties on a stand-alone basis and utilizes the tax pools related to such assets.
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FUTURE NET REVENUE
BY PRODUCTION GROUP
AS AT JUNE 1, 2021
FORECAST PRICES AND COSTS
Future Net Revenue Before
Income Taxes (Discounted At
10%/Year)
($000s)

Unit Value
($/Bbl or $/Mcf)

Reserve Category

Production Group

Total Proved

Heavy Crude Oil (including solution gas and other byproducts)

20,526

11.46

Total Proved plus
Probable

Heavy Crude Oil (including solution gas and other byproducts)

41,850

12.91

Note:
(1) Unit values are calculated using the future net revenue discounted at 10% divided by the Major Production Type net reserves for each
group.

Pricing Assumptions – Forecast Prices and Costs
SUMMARY OF PRICING ASSUMPTIONS(1)
AS AT APRIL 1, 2021
(2)
FORECAST PRICES AND COSTS
West Texas
Intermediate
Crude Oil
($US/Bbl)
59.67
57.41
55.62
56.74
57.87
59.03
60.21
61.42
62.64
63.90
65.17
66.48
67.81
69.16
70.55

Edmonton
Light Crude
Oil
($Cdn/Bbl)
69.68
67.21
65.03
66.33
67.66
69.01
70.40
71.80
73.24
74.70
76.19
77.72
79.27
80.86
82.48

Alberta Heavy
Crude Oil
($Cdn/Bbl)
54.04
50.76
48.29
49.20
50.19
51.20
52.24
53.29
54.36
55.45
56.56
57.69
58.84
60.02
61.22

Foreign
Exchange
($US/$Cdn)(3)
0.792
0.787
0.780
0.780
0.780
0.780
0.780
0.780
0.780
0.780
0.780
0.780
0.780
0.780
0.780

Year
2021 (9 mo)
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
Escalated at 2% per year thereafter.
Notes:
(1) This summary table identifies benchmark reference pricing schedules that might apply to a reporting issuer.
(2) Source: The Consultant Average Price Forecast April 1, 2021
(3) Exchange rates used to generate the benchmark reference prices in this table.

The weighted average historical price, excluding financial hedging, realized from the Clearwater Assets for the period from January
1, 2021 until June 30, 2021 was $48.02/Bbl for crude oil.
Reserves Reconciliation
The reserves information presented in this Appendix D has been summarized from the McDaniel Rubellite Report. As there was
no evaluation report in respect of the Clearwater Assets available to Rubellite for the year ended December 31, 2020, pursuant to
the applicable provisions of NI 51-101, a reserves reconciliation is not required to be disclosed.
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Additional Information Relating To Reserves Data for the Clearwater Assets
Future Development Costs
The following table sets forth development costs deducted in the estimation of the future net revenue of the Clearwater Assets
attributable to the reserve categories noted below.

Year
Discount Rate
June 1, 2021
onward
2022
2023
2024
2025
Thereafter
Total

FUTURE DEVELOPMENT COSTS
FORECAST PRICES AND COSTS ($000s)
Proved Reserves
Proved plus Probable Reserves
0%
10%
0%
10%
12,155
11,814
15,479
15,095
5,559
4,047
–
–
–
21,761

4,948
3,296
–
–
–
20,057

12,233
4,047
–
–
–
31,760

11,090
3,296
–
–
–
29,481

Rubellite expects to fund future development costs ("FDC") initially through the proceeds of the Figure Lake GORR Financing and
the other Transactions. Specifically, four (4.0 net) wells are planned at Figure Lake in July and August, which will be 100% funded
by the Figure Lake GORR Financing, and eight (8.0 net) wells are planned at Ukalta following the close of the Transactions.
Rubellite does not expect the FDC to make development of any properties uneconomic. The McDaniel Rubellite Report estimates
that FDC of $31.8 million will be required over the life of the proved plus probable reserves of the Clearwater Assets. On a proved
basis, forecast FDC is $21.8 million at June 1, 2021. The FDC is attributed to locations booked in the Clearwater play, where 29
(25.0 net) multi-lateral horizontal heavy crude oil locations are booked as undeveloped.
As Rubellite continues to invest capital to bring on additional production, development of the undeveloped reserves will
systematically be undertaken over the next three years. However, there can be no guarantee that funds will be available or that
the Rubellite Board will allocate funding to develop all of the reserves attributable in the McDaniel Rubellite Report. Failure to
develop those reserves could have a negative impact on Rubellite's future cash flow. See "Risk Factors".
Abandonment and Reclamation Costs
McDaniel's reserve assessment includes an estimate of the future decommissioning obligations related to the Clearwater Assets,
as summarized in the following table as at June 1, 2021:
($ 000s, net to Rubellite)

Undiscounted
Uninflated

Estimated abandonment and reclamation obligations
associated with existing wells, pipelines and facilities(1)

5%

Discounted at:
10%
15%

20%

664

214

74

28

11

Estimated abandonment and reclamation obligations
associated with the future development of reserves

1,395

407

127

42

15

Total estimated abandonment and reclamation obligations

2,059

621

201

70

25

Note:
(1) Estimated internally in accordance with NI 51-101. Includes estimated abandonment and reclamation obligations for wells and related
pipelines and facilities with no reserves assigned and for reclamation activities related to abandoned sites.

Significant Factors or Uncertainties Affecting Reserves Data
The process of estimating reserves is complex. It requires significant judgments and decisions based on available geological,
geophysical, engineering and economic data. These estimates may change substantially as additional data from ongoing
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development activities and production performance becomes available and as economic conditions impacting oil prices and costs
change. The reserves estimates contained herein are based on current production forecasts, prices and economic conditions.
As circumstances change and additional data becomes available, reserve estimates also change. Estimates made are reviewed
and revised, either upward or downward, as warranted by the new information. Revisions are often required due to changes in well
performance, prices, economic conditions and government restrictions.
Although every reasonable effort is made to ensure that reserve estimates are accurate, reserve estimation is an inferential science.
As a result, the subjective decisions, new geological, geophysical or production information and a changing environment may
impact these estimates. Revisions to reserve estimates can arise from changes in year-end oil prices and reservoir performance.
Such revisions can be either positive or negative.
Other Oil and Gas Information
Oil and Gas Properties
A description of the properties comprising the Clearwater Assets is included as part of "Description of the Business – Operations".
Oil and Gas Wells
The following table sets forth the number and status of wells which form part of the Clearwater Assets as at June 1, 2021:
Oil Wells
Non-Producing(3)
Producing
(1)
(2)
Net
Gross(1)
Net(2)
Gross
Alberta
Total

7.0
7.0

6.0
6.0

2.0
2.0

1.0
1.0

Notes:
(1) "Gross" refers to the number of wells attributed to the Clearwater Assets in which Rubellite holds a working interest following the Acquisition.
(2) "Net" refers to the aggregate of the numbers obtained by multiplying each gross well by the percentage working interest therein.
(3) "Non-Producing" refers to wells which will not be producing at the time the Acquisition is completed either due to lack of facilities, markets,
regulatory approval or operating netbacks. Includes 2 (1.0 net) wells at Marten Hills which were rig released in July 2021 and are not yet
producing to sales.

Acreage Information
The following table sets out the developed and undeveloped land holdings attributed to the Clearwater Assets as at June 1, 2021:
Undeveloped Acres(3)
Gross(1)
Net(2)

Developed Acres
Gross(1)
Net(2)
Ukalta
Figure Lake
Marten Hills
Exploration(4)
Total

2,540
320
1,920
4,780

2,540
320
960
3,820

9,799
43,840
16,541
70,180

9,799
43,168
10,141
63,108

Total Acres
Gross(1)
12,339
44,160
1,920
16,541
74,960

Net(2)
12,339
43,488
960
10,141
66,928

Notes:
(1) "Gross" means the total number of acres attributed to the Clearwater Assets.
(2) "Net" means the aggregate of the numbers obtained by multiplying each gross acre by the actual percentage working interest therein.
(3) "Undeveloped Acres" refers to land where there are not any existing wells within the rights associated with those lands.
(4) "Exploration" includes 12,800 gross (6,400 net) acres that require fulfillment of additional drilling commitments prior to March 2023 as a
condition of earning.
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Forward Contracts
Rubellite's operational results and financial condition will be dependent upon the prices received for crude oil production. Crude oil
prices have fluctuated widely in recent years. Such prices are primarily determined by economic and political factors. Supply and
demand factors, as well as weather and conditions in other crude oil regions of the world also impact prices. Any upward or
downward movement in crude oil prices could have an effect on Rubellite's financial condition.
Rubellite plans to implement a prudent hedging policy using, amongst others, costless collars and fixed price swaps to hedge up
to 70% of its production in its first year of operations and up to 60% of its production in its second and third years of operation.
These hedging activities could expose Rubellite to losses or gains. To the extent that Rubellite engages in risk management
activities related to commodity prices, it will be subject to credit risk associated with the parties with which it contracts. This credit
risk will be mitigated by entering into contracts with only stable and creditworthy parties and through the frequent review of
Rubellite's exposure to these entities. See "Risk Factors".
Tax Horizon
As a newly incorporated entity, Rubellite has not been required to pay any income related taxes. Management estimates that after
acquiring the Clearwater Assets and anticipated capital expenditures, Rubellite will have more than approximately $185 million of
tax pools available. It is expected, based on current legislation, the projections in the McDaniel Rubellite Report and various other
assumptions that no cash income taxes will be paid by Rubellite prior to 2029. A higher level of capital expenditures than those
accounted for in the McDaniel Rubellite Report, or further additional acquisitions, could further extend the estimated tax horizon.
Capital Expenditures
The following table summarizes the cash costs incurred that were related to activities that were attributable to the Clearwater
Assets for the year ended December 31, 2020:
Expenditure ($ thousands)
Development Costs
Exploration and Development Costs
Net Capital Expenditures

5.8
0.1
5.9

Exploration and Development Activities
The following table sets forth the gross and net exploratory and development wells attributed to the Clearwater Assets during the
year ended December 31, 2020:
Wells
Total Oil Wells

Total Development Wells
Gross
Net
7
6.0

Note:
(1) There were no exploratory wells attributed to the Clearwater Assets for the year ended December 31, 2020.

Production Estimates
The following table sets out the volume of Rubellite's future production estimated by McDaniel on a proved plus probable basis for
the period from June 1, 2021 to December 31, 2021, which is reflected in the estimate of future net revenue disclosed in the tables.

McDaniel Forecast Production(1)
Proved
Probable
Proved plus Probable

Heavy Crude
Oil
(bbls/d)
771
280
1,051
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Note:
(1) Working interest before royalty deductions plus royalty interest share.

Production Estimates by Property
The following table indicates the volume and percentage of the estimated future production for the period from June 1, 2021 to
December 31, 2021 attributed to each field associated with the Clearwater Assets:
Heavy Crude
Oil
(bbls/d)
636
347
68
1,051

Ukalta
Figure Lake
Marten Hills
Total

Total Oil
Equivalent
(Boe/d)
636
347
68
1,051

Percentage
(%)
61
33
6
100

Production History
The following tables summarize certain information in respect of production, product prices received, royalties paid, operating
expenses and resulting netback associated with the Clearwater Assets for the periods indicated below:
Mar. 31
Average Daily Production
Heavy Crude Oil (bbls/d)
Total (Boe/d)

Quarter Ended 2020
June 30
Sept. 30

Dec. 31

Year Ended
Dec. 31, 2020

329
329

180
180

558
558

472
472

386
386

Average Net Production Prices Received
Heavy Crude Oil ($/Bbl)
Average Total Realized Price ($/Boe)

20.45
20.45

15.38
15.38

30.49
30.49

38.09
38.09

28.94
28.94

Royalties Paid
Heavy Crude Oil ($/Bbl)
Total Paid ($/Boe)

1.97
1.97

1.35
1.35

2.86
2.86

4.90
4.90

3.13
3.13

Production and Transportation Costs
Heavy Crude Oil ($/Bbl)
Total Costs ($/Boe)
Operating Netback ($/Boe)

7.65
7.65
10.82

11.15
11.15
2.88

8.21
8.21
19.43

7.47
7.47
25.72

8.20
8.20
17.61

Production History by Field
The following table indicates the average daily production for the period from January 1, 2021 to June 1, 2021 attributed to each
field associated with the Clearwater Assets:

Ukalta
Figure Lake
Marten Hills
Total

Heavy Crude
Oil
(bbls/d)
369
0
0
369
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SELECTED OPERATIONAL AND FINANCIAL INFORMATION
Historical and Pro Forma Financial Statements of Rubellite
Certain historical financial statements in respect of the Clearwater Assets have been provided in the audited Carve-out Financial
Statements of the Clearwater Assets for the years ended December 31, 2020, December 31, 2019 and December 31, 2018 (the
"Annual Carve-out Financial Statements") and the unaudited Condensed Interim Carve-Out Financial Statements of the
Clearwater Assets for the period ended March 31, 2021 (the "Interim Carve-out Financial Statements") attached as Schedule A
and Schedule B, respectively, to this Appendix D.
In addition, unaudited Pro Forma Financial Statements of Rubellite as at and for the three months ended March 31, 2021 and for
the year ended December 31, 2020 (the "Pro Forma Financial Statements") are provided as Schedule C to this Appendix D and
the Audited Financial Statements of Rubellite Energy Inc. as at the date of incorporation on July 12, 2021 ("Rubellite Financial
Statements") are provided as Schedule D to this Appendix D.
MANAGEMENT'S DISCUSSION AND ANALYSIS
The Management's Discussion and Analysis ("MD&A"), provided in Schedule A and Schedule B to this Appendix D, is dated as of
August 4, 2021. The MD&A included in Schedule A provides an explanation of the financial information provided in the Annual
Carve-out Financial Statements and the MD&A included in Schedule B provides an explanation of the financial information provided
in the Interim Carve-Out Financial Statements. The MD&A should be read in conjunction with such financial statements.
DIVIDENDS
It is not contemplated that any dividends will be paid on any Rubellite Shares in the immediate future, as it is anticipated that all
available funds will be invested to finance the growth of Rubellite's business. The Rubellite Board will determine if, and when,
dividends will be declared and paid in the future from funds properly applicable to the payment of dividends based on Rubellite's
financial position at the relevant time. Any decision to pay dividends on the Rubellite Shares will be made by the directors on the
basis of Rubellite's earnings, financial requirements and other factors existing at such future time, including commodity prices,
production levels, capital expenditure requirements, debt service requirements, operating costs, royalty burdens, foreign exchange
rates and the satisfaction of the liquidity and solvency tests imposed by the ABCA for the declaration and payment of dividends
and any restrictive covenants set forth in the Rubellite Credit Facility, if applicable. All of the Rubellite Shares will be entitled to an
equal share in any dividends declared and paid.
CONSOLIDATED CAPITALIZATION
The following table sets forth the consolidated capitalization of Rubellite as at July 12, 2021 upon incorporation: (i) after giving
effect to the Pre-Description of Certain Other Transactions (as defined below) but before giving effect to the Arrangement and the
Post-Description of Certain Other Transactions (as defined below); (ii) after giving effect to the Pre-Description of Certain Other
Transactions and the Arrangement but before giving effect to the Post-Description of Certain Other Transactions; and (iii) after
giving effect to the Transactions. The dollar amounts in respect of Rubellite Shares issued upon completion of the Arrangement
are based on the attributed issue price of $2.00 per share and are not indicative of the amounts that will be reflected in Rubellite's
financial statements. "Pre-Description of Certain Other Transactions" means the transactions and/or events occurring prior to
the Effective Date including but not limited to the Brokered Private Placement, the Acquisition, the 197Co Transaction and the
AIMCo Debt Settlement Agreement. "Post-Description of Certain Other Transactions" means the transactions and/or events
occurring following the Effective Date including but not limited to the Non-Brokered Private Placement, the issuance of the Rubellite
Common Shares underlying the Rubellite Subscription Receipts and the Arrangement Warrant Financing.
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Authorized
Equity:
Rubellite Shares
Rubellite Subscription
Receipts

Unlimited

—

As at July
12, 2021

As at July 12, 2021
after giving effect to
the Pre-Description
of Certain Other
Transactions but
before giving effect
to the Arrangement
and the PostDescription of
Certain Other
Transactions(16)

$2.00
(1 share)

$6.00
(3 shares)(2)(3)

—

Debt:
Notes
Credit Facility

As at July 12, 2021
after giving effect to
the Pre-Description
of Certain Other
Transactions, the
Arrangement and the
Post-Description of
Certain Other
Transactions (1)

$4,140,746
(2,070,373 shares)

$77,948,058
(38,974,029 shares)

(3)(6)(7)(16)

$30,000,000
(15,000,000
subscription receipts)

$30,000,000
(15,000,000
subscription receipts)

(4)

Rubellite Warrants

As at July 12, 2021
after giving effect to
the Pre-Description
of Certain Other
Transactions and the
Arrangement but
before giving effect
to the PostDescription of
Certain Other
Transactions(16)

(3)(6)(11)(12)(13)(14)

—

Unlimited

—

—

$33,357,312
(16,678,656 warrants)

—(12)

—

—
—

$63,199,966 (5)
—

$59,199,966 (4)(9)
$3,000,000(10)

—(15)
$3,000,000

(8)

Notes:
(1)
(2)
(3)
(4)

Assuming the exercise of all Rubellite Warrants.
Includes two (2) Rubellite Shares issued to Perpetual in connection with the Acquisition Agreement.
Does not include the 4,000,000 Rubellite Share Purchase Options issued to Perpetual in connection with the Acquisition Agreement.
Issued in connection with the Brokered Private Placement. See "Description of Certain Other Transactions – Financing Transactions –
Brokered Private Placement" in the accompanying Information Circular.
(5) In connection with the Acquisition Agreement, and as consideration for the Clearwater Assets, Rubellite, among other things: (i) granted:
(a) the Clearwater Co-PEI Note 1 to Perpetual in the amount of $20,071,996 (b) a demand promissory note in favour of Perpetual in the
amount of $1,360,970 (the "Clearwater Co-PEI AIMCo Note"); and (c) a demand promissory not in favour of POT in the amount of
$36,167,000 (the "Clearwater Co-POT Note"); and (ii) assumed a demand promissory note from Perpetual in favour of 197Co in the amount
of $5,600,000 (the "PEI-197Co Note"). Subsequent to the Acquisition, POT distributed the Clearwater Co-POT Note and its Rubellite Share
issued to POT upon Rubellite's incorporation to Perpetual as a capital distribution.
(6) It is anticipated that Perpetual will be issued 680,485 Rubellite Shares in cancellation of the Clearwater Co-PEI AIMCo Note. Subsequently,
and subject to the terms of the AIMCo Debt Settlement Agreement, AIMCo will acquire such Rubellite Shares to set off certain debt between
Perpetual and AIMCo, pursuant to a transfer agreement between Perpetual and AIMCo.
(7) It is anticipated that 1,389,888 Rubellite Shares will be issued to current Shareholders under the Arrangement.
(8) It is anticipated that pursuant to the Arrangement, each Rubellite Shareholder shall be issued 12 Rubellite Warrants for each Rubellite
Share held, which will entitled the holder to acquire, until the Expiry Time, one Rubellite Share for $2.00. See "Rubellite Warrants" in this
Appendix D. Also see "The Arrangement – Description of the Arrangement" in the accompanying Information Circular.
(9) In connection with the Arrangement, it is anticipated that Perpetual shall repurchase the Common Shares held by Rubellite for consideration
of the PEI-Clearwater Co Note, in the amount of $2,639,000. Subsequently, Perpetual and Rubellite will set off $2,639,000 of the Clearwater
Co-PEI Note 1, against the PEI-Clearwater Co Note, with the resulting balance of $17,433,000 evidenced by the Clearwater Co-PEI Note
2. See "The Arrangement – Description of the Arrangement".
(10) Rubellite has entered into a commitment with its lead bank for the establishment of new revolving secured credit facilities in the aggregate
principal amount of $3 million with an initial revolving period to May 31, 2022. See "Description of Certain Other Transactions – Credit
Facility Transactions of Perpetual and Rubellite – Rubellite Credit Facilities" in the accompanying Information Circular.
(11) Rubellite anticipates to issue a minimum of 5,225,000 Rubellite Shares in connection with the Non-Brokered Private Placement. At the
discretion of the Rubellite Board, Rubellite may issue up to 4,775,000 additional Rubellite Shares pursuant to the Non-Brokered Private
Placement. See "Description of Certain Other Transactions – Financing Transactions – Non-Brokered Private Placement" in the
accompanying Information Circular.
(12) Pursuant to the Standby Agreement, Dreamworks agreed to purchase such number of Rubellite Shares that is equal to the number of
Rubellite Warrants that are not exercised at the Expiry Time, such that all Rubellite Warrants will be exercised at the Effective Time. See
"Description of Certain Other Transactions – Financing Transactions – Standby Agreement" in the accompanying Information Circular.
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(13) Upon satisfaction of the Escrow Condition, it is expected that 15,000,000 Rubellite Shares will be issued on the conversion of the 15,000,000
Rubellite Subscription Receipts in accordance with the Subscription Receipt Agreement. See "Description of Certain Other Transactions –
Financing Transactions – Brokered Private Placement" in the accompanying Information Circular.
(14) Certain directors and officers of Rubellite may be granted options to purchase Rubellite Shares in accordance with the terms of the Rubellite
Incentive Plan.
(15) It is anticipate that Rubellite will repay all amounts outstanding under the PEI-197Co Note, the Clearwater Co-PEI Note 1 and the Clearwater
Co-POT Note from the proceeds of the Financings.
(16) Pursuant to the Arrangement, Rubellite will repurchase for cancellation from Perpetual: (i) the two (2) Rubellite Shares issued in connection
with the Acquisition; and (ii) the one (1) Rubellite Share issued upon incorporation to POT and distributed to Perpetual as a capital
distribution.

DESCRIPTION OF SHARE CAPITAL
Rubellite's authorized share capital currently consists of an unlimited number of Rubellite Shares and an unlimited number of
preferred shares, issuable in series. Rubellite's authorized share capital shall remain the same upon the completion of the
Arrangement.
Rubellite Shares
The holders of Rubellite Shares will be entitled to receive dividends if, as and when declared by the Rubellite Board. The Rubellite
Shareholders will be entitled to receive notice of and to attend all meetings of the Rubellite Shareholders. Holders are entitled to
one vote in respect of each Rubellite Common Share held at all meetings of the Rubellite Shareholders, except meetings at which
only holders of another specified class or series of shares of Rubellite are entitled to vote separately as a class or series at such
meeting. In the event of liquidation, dissolution or winding up of Rubellite or other distributions of assets of Rubellite among its
shareholders for the purpose of winding up its affairs, the Rubellite Shareholders will be entitled, subject to preferences accorded
to holders of any class or series of preferred shares, to participate ratably in any distribution of the assets of Rubellite.
Preferred Shares
The preferred shares will be issuable in one or more series. The Rubellite Board may determine the designation, rights, privileges,
restrictions and conditions attached to each series of preferred shares before the issue of such series. The preferred shares will
be entitled to a preference over Rubellite Shares with respect to the payment of dividends and the distribution of assets of Rubellite
in the event of the liquidation, dissolution or winding up of Rubellite.
The discretion of the Rubellite Board to determine the number of, and the designation, rights, privileges, restrictions and conditions
attaching to the preferred shares, including the voting rights (if any), may cause the preferred shares to be considered "blank
cheque" preferred shares. Rubellite will not use the issuance of preferred shares for any defensive or anti-takeover purposes.
PRIOR ISSUANCES
On July 12, 2021, upon incorporation, Rubellite issued one Rubellite Common Share to POT for an issue price of $2.00, which
share will be cancelled under the Arrangement. See "The Arrangement – Description of the Arrangement" in the accompanying
Information Circular.
On July 13, 2021, Rubellite completed the Brokered Private Placement whereby it issued up to 15.0 million Rubellite Subscription
Receipts at a price of $2.00 per Rubellite Subscription Receipt for aggregate proceeds of $30.0 million. Upon the satisfaction of
the Escrow Condition, such Rubellite Subscription Receipts will be converted into Rubellite Shares on the basis of one Rubellite
Share per Rubellite Subscription Receipt. See "General Development of the Business – Brokered Private Placement" in this
Appendix D.
In addition, on July 15, 2021, in connection with the Acquisition Agreement, Perpetual transferred certain of the Clearwater Assets
to Rubellite in exchange for, among other things, the issuance of: (i) two Rubellite Shares with an aggregate value of $4.00; and
(ii) 4.0 million Rubellite Share Purchase Options. See "General Development of the Business – the Acquisition" in this Appendix
D.
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PRINCIPAL SECURITYHOLDERS
As of August 4, 2021, to the knowledge of Rubellite, no person or corporation owns or controls or directs, directly or indirectly,
more than 10% of the issued and outstanding Rubellite Shares other than as set out below:
Name
Perpetual Energy Inc.

Number of Rubellite Shares
Owned/Controlled
3

Percentage of Rubellite
Shares
100%(1)

Note:
(1) Rubellite is currently a wholly-owned subsidiary of Perpetual. Upon the completion of the Arrangement, Rubellite is anticipated
to be a publicly-listed company with the Rubellite Shares and Rubellite Warrants listed on the TSX. See "Information
Concerning Rubellite and the Rubellite Warrants – Ownership of Rubellite" in the accompanying Information Circular.
RUBELLITE INCENTIVE PLAN
The material terms of the Rubellite Incentive Plan and the options to be granted thereunder on or prior to the Effective Date are
set forth under "Other Business – Approval of the Rubellite Incentive Plan" in the Information Circular to which this appendix is
attached. The full text of the Rubellite Incentive Plan is attached as Appendix E to the Information Circular to which this appendix
is attached.
DIRECTORS AND MANAGEMENT
Rubellite's articles provide that Rubellite must have a minimum of one and a maximum of eleven (11) directors. Rubellite's directors
will be elected annually by the Rubellite Shareholders, with the Rubellite Board having the ability to appoint additional directors
between annual meetings of Rubellite Shareholders in accordance with Rubellite's by-laws and the ABCA.
There are expected to be five directors of Rubellite following completion of the Arrangement, with at least three (3) of such directors
being independent. Sue Riddell Rose and Ryan Shay are Rubellite's current directors. It is anticipated that Tamara MacDonald,
Bruce Shultz and Holly Benson will each be appointed as a director prior to or contemporaneous with the completion of the
Arrangement. See "Audit Committee & Corporate Governance Disclosure – Rubellite Board" for additional information.
The initial officers of Rubellite known at this time are Sue Riddell Rose as President and Chief Executive Officer and Ryan Shay
as Vice President, Finance and Chief Financial Officer. Sue Riddell Rose and Ryan Shay currently hold the same positions with
Perpetual, and will continue to hold these positions with Perpetual following completion of the Arrangement. The names, province,
and country of residence, positions and offices held with Rubellite and principal occupation of the current directors and executive
officers of Rubellite are set out below, and in the case of directors, the period each has served as a director of Rubellite.

Name, Province of Residence and
Position with Rubellite

Principal Occupation for the Last Five Years

Position Held
Since

Susan Riddell Rose
Alberta, Canada
Director, President and Chief Executive
Officer

President and Chief Executive Officer of Rubellite since its
inception and of Perpetual (and its predecessor) since
June 2002.

July 12, 2021

Ryan Shay
Alberta, Canada
Director, Vice President, Finance and Chief
Financial Officer

Vice President Finance and Chief Financial Officer of
Rubellite since its inception and of Perpetual since May 4,
2021. Prior thereto, independent businessperson since
2016. Director of Perpetual since October, 2017.

July 12, 2021
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Currently, Perpetual is Rubellite's sole shareholder. Sue Riddell Rose and Ryan Shay are the President and Chief Executive Officer
and Vice President, Finance and Chief Financial Officer, respectively, of Perpetual and together beneficially own, directly or
indirectly, or exercise control or direction over an aggregate of approximately 27.5 million Common Shares of Perpetual,
representing approximately 42.5% of the outstanding Common Shares.
After the completion of the Arrangement and assuming that no additional Rubellite Shares are issued to Dreamworks pursuant to
the Standby Agreement, the directors and executive officers of Rubellite will beneficially own, directly or indirectly, or exercise
control or direction over, as a group, an aggregate of: (i) 597,302 Rubellite Shares, being 43.0% of the Rubellite Shares; and (ii)
7,167,625 Rubellite Warrants, being 43.0% of the Rubellite Warrants issued and outstanding. After the completion of the NonBrokered Private Placement, the Brokered Private Placement and the Arrangement Warrant Financing the directors and executive
officers of Rubellite will beneficially own, directly or indirectly, or exercise control or direction over, as a group, an aggregate of
10,764,928 Rubellite Shares, being 27.6% of the Rubellite Shares issued and outstanding.
The term of each of the directors will expire at the next annual meeting of the Rubellite Shareholders.
Corporate Cease Trade Orders and Bankruptcies
No current or proposed director is, or has been within the past 10 years, a director, chief executive officer or chief financial officer
of any company (including Rubellite) that was subject to a cease trade or similar order or an order that denied the relevant company
access to any exemption under securities legislation for a period of more than 30 consecutive days: (i) that was issued while such
person was acting in that capacity; or (ii) that was issued after such person ceased to be a director, chief executive officer or chief
financial officer of that company and which resulted from an event that occurred while that person was acting in that capacity.
No current or proposed director of Rubellite is, or has been within the past 10 years, a director or executive officer of any company
(including Rubellite) that, while that person was acting in that capacity, or within a year of that person ceasing to act in that capacity,
became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted any
proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold its assets.
Personal Bankruptcies
No current or proposed director of Rubellite has, within the past 10 years, become bankrupt, made a proposal under any legislation
relating to bankruptcy or insolvency, or become subject to or instituted any proceedings, arrangement or compromise with creditors
or had a receiver, receiver manager or trustee appointed to hold the assets of the proposed director.
Penalties and Sanctions
No current or proposed director has been subject to: (i) any penalties or sanctions imposed by a court relating to securities
legislation or by a securities regulatory authority or has entered into a settlement agreement with a securities regulatory authority;
or (ii) any penalties or sanctions imposed by a court or regulatory body that would likely be considered important to a reasonable
securityholder in deciding whether to vote for a proposed director.
Remuneration of Directors and Officers
Rubellite's directors and officers will be entitled to receive options to acquire Rubellite Shares. See "Rubellite Incentive Plan" in
this Appendix D. Other remuneration for Rubellite's directors will be established by Rubellite's directors following the completion of
the Arrangement.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
There exists no indebtedness of the directors or executive officers of Rubellite, or any of their associates, to Rubellite, nor is any
indebtedness of such directors or executive officers to another entity the subject of a guarantee, support agreement, letter of credit
or other similar arrangement or understanding provided by Rubellite.
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AUDIT COMMITTEE & CORPORATE GOVERNANCE DISCLOSURE
Audit Committee
It is anticipated that Rubellite's Audit Committee will consist of the following three (3) independent directors:
Holly Benson
Tamara MacDonald
Bruce Shultz
All of the members of the Audit Committee are expected to be financially literate and independent.
Audit Committee Charter
A copy of the Audit Committee Charter is attached as Schedule F to this Appendix D.
Relevant Education and Experience of Audit Committee Members
Holly Benson
Holly Benson, a Chartered Accountant, was appointed Vice President, Finance & Chief Financial Officer for Peters & Co. Limited
in 1999 and held that position until December 31, 2020. In this role, she managed the Treasury and Operations department, having
overall responsibility for the accounting, treasury and operations functions of the firm. This includes financial reporting and tax,
securities settlements and cage functions as well as human resources. Ms. Benson also served as Vice President, Finance and
Chief Financial Officer of the firm's wholly owned subsidiary, Peters & Co. Equities Inc., a broker dealer registered with the Financial
Industry Regulatory Authority and the United States Securities and Exchange Commission. She also is a past member of the board
of directors of both Peters & Co. Limited and Peters & Co. Equities Inc.
Ms. Benson has been involved in various industry committees, working groups and councils over the years. She has been a
member of the Financial and Operations Advisory Section (FOAS) of the Industry Regulatory Organization of Canada (IIROC) and
the FOAS Executive, including a term as its Chair. She also served on both the FOAS Capital Formula Subcommittee and the
FOAS Operations Subcommittee and the Conduct, Compliance and Legal Advisory Section Committee of IIROC. Ms. Benson
previously served as a member of the Alberta District Council of IIROC for over 10 years, including terms as Vice Chair and Chair.
Ms. Benson has been serving on the board of directors of IIROC since January 2015 and is a member of IIROC's Finance, Audit
and Risk Committee.
Ms. Benson graduated from the University of Calgary with a Bachelor of Commerce degree and went on to complete her Chartered
Accountants designation with Ernst & Young LLP. During her time with Ernst & Young LLP, Ms. Benson worked in the Corporate
Audit group, specializing in the audits and reviews of oil and gas companies.
Tamara MacDonald
Ms. MacDonald was most recently the Senior Vice President, Corporate and Business Development of Crescent Point Energy
Corp., a position she held from October 2004 to July 2018. Ms. MacDonald has been involved in over 530 transactions totaling
over $14.5 billion. Ms. MacDonald has over 28 years of industry experience. Prior to Crescent Point, Ms. MacDonald worked with
NCE Petrofund Corp., Merit Energy Ltd., Terragon Oil & Gas Ltd. and Northstar Energy Corp. Ms. MacDonald holds a Bachelor of
Commerce degree with a major in Petroleum Land Management from the University of Calgary and an Institute of Corporate
Directors (ICD.D) designation. Ms. MacDonald currently sits on the board of directors of Spartan Delta Corp. and Southern Energy
Corp. Ms. MacDonald has held various senior executive positions and has served as a director of several publicly traded and
private companies which has required regular review and understanding of company financial statements.
Bruce Shultz
Mr. Schultz was most recently President and Chief Executive Officer of Huron Resources Corp., a private junior oil and gas
exploration company with drilling success in a newly defined Wabamun oil play in Southern Alberta. Previously he was the
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President and Chief Executive Officer of Huron Energy Corporation which experienced success in the Montney of NEBC and prior
to that, Rubicon Energy Corp. made a significant Nisku oil discovery in the Pembina Area of Alberta. He is a professional geologist
and has over 40 years of oil and gas exploration experience beginning his career with Gulf Canada in 1980. Mr. Shultz's multiple
senior executive positions has required regular review of financial statements and he has served as a member of the audit
committee for a number of private and not-for-profit companies.
External Auditor Service Fees
Rubellite's external auditors for the Carve-Out Financial Statements are KPMG LLP, Chartered Professional Accountants, Calgary,
Alberta. Rubellite has paid no fees to KPMG LLP for audit and non-audit services since Rubellite's inception as such fees are paid
by Perpetual pursuant to the terms of the MSA.
Rubellite Board
There are expected to be five directors of Rubellite following completion of the Arrangement, with at least three of such directors
being independent. Sue Riddell Rose and Ryan Shay are Rubellite's current directors. Sue Riddell Rose and Ryan Shay are each
considered non-independent as they are the President and Chief Executive Officer and Vice President, Finance and Chief Financial
Officer of Rubellite, respectively. It is anticipated that Tamara MacDonald, Bruce Shultz and Holly Benson will each be appointed
as a director prior to or contemporaneous with the completion of the Arrangement.
For additional information, see "Directors and Management" above.
Directorships
The following directors of Rubellite are also presently directors of other issuers that are reporting issuers:
Name of Director

Name of Other Issuer

Sue Riddell Rose

Perpetual Energy Inc., Paramount
Resources Ltd. and Secure Energy
Services Inc.

Ryan Shay

Perpetual Energy Inc. and Crew
Energy Inc.

Orientation and Continuing Education
Rubellite intends to implement a formal orientation program for new directors which will be established, implemented and monitored
by the current Rubellite Board after the completion of the Arrangement. While Rubellite does not intend to implement a formal
continuing education requirement, directors will be expected to participate in continuing education as is necessary for them to
adequately discharge their duties and responsibilities as a member of the Rubellite Board.
Ethical Business Conduct
The Rubellite Board will adopt a Code of Business Conduct and Ethics, which requires the directors, officers and employees of
Rubellite to adhere to certain ethical practices in all aspects of their duties. The Code of Business Conduct and Ethics addresses
conflicts of interest, corporate opportunities, confidentiality, protection and proper use of corporate assets, fair dealing, legal and
regulatory compliance, discrimination and harassment, privacy, safety and health, accuracy of reporting, political contributions and
activities, illicit payments and payments to officials and reporting of illegal or unethical behavior.
In accordance with the ABCA, directors who are party to, or are a director or officer of a person which is a party to, a material
contract or material transaction or a proposed material contract or a proposed material transaction with us are required to disclose
the nature and extent of their interest and not to vote on any resolution to approve the contract or transaction.
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Nomination of Directors
It is intended that the corporate governance committee of the Rubellite Board will review on a periodic basis the composition of the
Rubellite Board to ensure that an appropriate number of independent directors sit on the Rubellite Board, analyzes the needs of
the Rubellite Board and recommends nominees who meet such needs.
It is expected that any new candidates will be identified having regard to: (i) the competence and skills that the Rubellite Board
considers to be necessary for the Rubellite Board, as a whole, to possess; (ii) the competence and skills that the Rubellite Board
considers each existing director to possess; (iii) the competencies and skills that each new nominee will bring to the boardroom;
and (iv) whether or not each new nominee can devote sufficient time and resources to his or her duties as a member of the Rubellite
Board.
Committees of the Rubellite Board
The Rubellite Board will appoint an audit committee, a reserves committee, a compensation and corporate governance committee,
and an environmental, health and safety committee, each consisting of at least three directors. The members of each of the
committees will be comprised entirely of independent directors or a majority of independent directors, as required by applicable
legal and regulatory requirements. The Rubellite Board may from time to time establish additional committees. The mandates of
each of the committees, except for the audit committee for which disclosure may be found under the heading "Audit Committee"
above, will be established following completion of the Arrangement and will be in compliance with applicable legal and regulatory
requirements.
Assessments
The Rubellite Board will make annual assessments regarding the effectiveness of the performance of the Rubellite Board, its
committees and individual directors in fulfilling their duties.
MATERIAL CONTRACTS
Agency Agreement
In connection with the Brokered Private Placement, Rubellite entered into the Agency Agreement among Rubellite, Perpetual and
Peters & Co. The Agency Agreement outlines the terms and conditions of the Brokered Private Placement.
See "Description of Certain Other Transactions – Financing Transactions – Brokered Private Placement" in the accompanying
Information Circular.
Rubellite Subscription Receipt Agreement
In connection with the Brokered Private Placement, Rubellite also entered into the Rubellite Subscription Receipt Agreement
among Rubellite, Peters & Co. and Odyssey. The Rubellite Subscription Receipt Agreement established the terms of the Rubellite
Subscription Receipts.
See "Description of Certain Other Transactions – Financing Transactions – Brokered Private Placement" in the accompanying
Information Circular.
Arrangement Agreement
On July 15, 2021, Rubellite entered into the Arrangement Agreement between Rubellite and Perpetual. The Arrangement
Agreement outlines the terms and conditions of the Arrangement.
See "The Arrangement – Arrangement Agreement" in the accompanying Information Circular.
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Rubellite Credit Facility
Rubellite has entered into a commitment with its lead bank for the establishment of new revolving secured credit facilities in the
aggregate principal amount of $3 million. Such credit facilities will have an initial revolving period to May 31, 2022, which may be
extended for a further twelve months, subject to lender approval. If not extended on or before May 31, 2022 all outstanding
advances will be repayable on May 31, 2023.
See "Description of Certain Other Transactions – Credit Facility Transactions of Perpetual and Rubellite – Rubellite Credit Facilities"
in the accompanying Information Circular for more information.
Figure Lake GORR
In connection with the Acquisition, on July 15, 2021 Rubellite entered into an agreement with Freehold Royalties Ltd. whereby it
sold a 3% to 5% gross overriding royalty on certain Clearwater Assets at Figure Lake for gross proceeds of up to $7.9 million to
be paid upon the terms of a drilling commitment agreement.
See "Description of Certain Other Transactions – Clearwater Assets Transactions – Figure Lake GORR" in the accompanying
Information Circular for a more detailed description of the MSA.
MSA
In connection with the Acquisition, on July 15, 2021, Rubellite and Perpetual entered into the MSA pursuant to which Perpetual
provides management, operating and administrative services to Rubellite in respect of its assets, including the Clearwater Assets.
See "Description of Certain Other Transactions – Clearwater Assets Transactions – Management Services Agreement" in the
accompanying Information Circular for a more detailed description of the MSA.
Standby Agreement
Rubellite entered into the Standby Agreement dated July 15, 2021 with Perpetual and Dreamworks in connection with the
Arrangement Warrant Financing.
See "General Development of the Business – Standby Agreement" in this Appendix D and "Description of Certain Other
Transactions – Transaction related to the Financings – Standby Agreement" in the accompanying Information Circular.
CONFLICTS OF INTEREST AND FIDUCIARY DUTIES
Certain conflicts of interest could arise as a result of the relationship between Perpetual and Rubellite. Two of the initial directors
of Rubellite, including the Chairman, are directors of Perpetual, and certain of the initial officers of Rubellite are officers of Perpetual.
In addition, Rubellite will be dependent on Perpetual for administrative, operating and other services pursuant to the MSA. The
directors and officers of Perpetual and Rubellite have fiduciary duties to manage Perpetual and Rubellite, respectively, in a manner
beneficial to Perpetual and Rubellite, respectively.
In addition, pursuant to the Standby Agreement, Dreamworks, a corporation controlled by Sue Riddell Rose, Perpetual's and
Rubellite's President and Chief Executive Officer has agreed to exercise all outstanding Rubellite Warrants to the extent they are
not otherwise exercised by the holders thereof.
As a result of the above, the duties of the directors and officers of Perpetual and Rubellite may come into conflict. Such conflicts
will be resolved in accordance with the ABCA, where applicable. For more information regarding Perpetual's relationship to
Rubellite and the Standby Agreement, see "Material Contracts – MSA" and "Material Contracts – Standby Agreement". Also see
"Risk Factors – Potential Conflicts of Interest" in this Appendix D.
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LEGAL PROCEEDINGS AND REGULATORY ACTIONS
To the knowledge of Rubellite, there have been no outstanding legal proceedings material to Rubellite to which Rubellite is a party
to, or that any of its properties are or were the subject of, since its inception, and no such proceedings are known to Rubellite be
contemplated.
To the knowledge of Rubellite, there have been no: (i) penalties or sanctions imposed against Rubellite by a court relating to
securities legislation or by a securities regulatory authority; (ii) penalties or sanctions imposed by a court or regulatory body against
Rubellite that would likely be considered important to a reasonable investor in making an investment decision; or (iii) settlement
agreements that Rubellite entered into with a court relating to securities legislation or with a securities regulatory authority, since
its incorporation.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
Perpetual will provide administrative and operating services to Rubellite pursuant to the MSA, in respect of which it will receive its
costs in providing these services plus 10% of such costs. See "Material Contracts – MSA".
In addition, pursuant to the Standby Agreement, Dreamworks, a corporation controlled by Sue Riddell Rose, Perpetual's and
Rubellite's President and Chief Executive Officer has agreed to exercise all outstanding Rubellite Warrants to the extent they are
not otherwise exercised by the holders thereof. Dreamworks is not entitled to any standby fee or other benefit in connection with
the Standby Agreement. See "Material Contracts – Standby Agreement".
ESCROWED SECURITIES
As of the date hereof and except as detailed below no Rubellite Shares are held in escrow pursuant to any escrow agreement.
Pursuant to the Brokered Private Placement, Rubellite issued 15.0 million Rubellite Subscription Receipts pursuant to which the
underlying Rubellite Shares are held in escrow pending the satisfaction of the Escrow Condition. If the Escrow Condition is satisfied
before the Escrow Release Deadline, the Escrowed Funds will be released to Rubellite and each of the holders of Rubellite
Subscription Receipts will receive, without payment of additional consideration or further action, one Rubellite Common Share for
each Rubellite Subscription Receipt held.
INDUSTRY CONDITIONS
Companies operating in the Canadian oil and gas industry are subject to extensive regulation and control of operations (including
with respect to land tenure, exploration, development, production, refining and upgrading, transportation, and marketing) as a result
of legislation enacted by various levels of government as well as with respect to the pricing and taxation of petroleum and natural
gas through legislation enacted by, and agreements among, the federal and provincial governments of Canada, all of which should
be carefully considered by investors in the Western Canadian oil and gas industry. All current legislation is a matter of public record
and Rubellite is unable to predict what additional legislation or amendments governments may enact in the future.
Rubellite's assets and operations are regulated by administrative agencies that derive their authority from legislation enacted by
the applicable level of government. Regulated aspects of Rubellite's upstream crude oil business include all manner of activities
associated with the exploration for and production of crude oil, including, among other matters: (i) permits for the drilling of wells
and construction of related infrastructure; (ii) technical drilling and well requirements; (iii) permitted locations and access of
operation sites; (iv) operating standards regarding conservation of produced substances and avoidance of waste, such as
restricting flaring and venting; (v) minimizing environmental impacts, including by reducing emissions; (vi) storage, injection and
disposal of substances associated with production operations; and (vii) the abandonment and reclamation of impacted sites. In
order to conduct crude oil operations and remain in good standing with the applicable federal or provincial regulatory scheme,
producers must comply with applicable legislation, regulations, orders, directives and other directions (all of which are subject to
governmental oversight, review and revision, from time to time). Compliance in this regard can be costly and a breach of the same
may result in fines or other sanctions.
The discussion below outlines some of the principal aspects of the legislation, regulations, agreements, orders, directives and a
summary of other pertinent conditions that impact the oil and gas industry in Western Canada, specifically in the provinces of
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Alberta, where Rubellite's assets are primarily located. While these matters do not affect Rubellite's operations in any manner that
is materially different than the manner in which they affect other similarly-sized industry participants with similar assets and
operations, investors should consider such matters carefully.
Pricing and Marketing in Canada
Crude Oil
Oil producers are entitled to negotiate sales contracts directly with purchasers. As a result, macroeconomic and microeconomic
market forces determine the price of oil. Worldwide supply and demand factors are the primary determinant of oil prices, but
regional market and transportation issues also influence prices. The specific price that a producer receives will depend, in part, on
oil quality, prices of competing products, distance to market, availability of transportation, value of refined products, supply/demand
balance and contractual terms of sale.
Since early 2020, worldwide oversupply of oil, a lack of available storage capacity and decreased demand due to COVID-19 have
had a significant impact on the price of oil. In an effort to stabilize global oil markets, the Organization of the Petroleum Exporting
Countries and a number of other oil producing countries announced an agreement to cut oil production by approximately 10 million
bbls/d in April 2020. This agreement contributed to rebalancing global oil markets. However, economic recovery has slowed in
some respects due to a resurgence of COVID-19 and newly emerging virus variants in major economies.
Exports from Canada
The Canada Energy Regulator (the "CER") regulates the export of crude oil from Canada through the issuance of short-term orders
and longer-term licences pursuant to its authority under the Canadian Energy Regulator Act (the "CERA"). Exporters are free to
negotiate prices and other terms with purchasers, provided that the export contracts continue to meet certain criteria prescribed
by the CER and the federal government. Rubellite does not intend to directly enter into contracts to export its production outside
of Canada.
Transportation Constraints and Market Access
One major constraint to the export of crude oil is the deficit of transportation capacity to transport production from Western Canada
to the United States and other international markets. Although certain pipeline and other transportation and export projects are
underway, many proposed projects have been cancelled or delayed due to regulatory hurdles, court challenges and economic and
other socio-political factors. Due, in part, to growing production and a lack of new and expanded pipeline and rail infrastructure
capacity, producers in Western Canada have experienced low commodity pricing relative to other markets over the last several
years.
Pipelines
Producers negotiate with pipeline operators to transport their products to market on a firm or interruptible basis depending on the
specific pipeline and the specific substance. Transportation availability is highly variable across different jurisdictions and regions.
This variability can determine the nature of transportation commitments available, the number of potential customers and the price
received.
Under the Canadian Constitution, the development and operation of interprovincial and international pipelines fall within the federal
government's jurisdiction and, under the CERA, new interprovincial and international pipelines require a federal regulatory review
and Cabinet approval before they can proceed. However, recent years have seen a perceived lack of policy and regulatory certainty
in this regard such that, even when projects are approved, they often face delays due to actions taken by provincial and municipal
governments and legal opposition related to issues such as Indigenous rights and title, the government's duty to consult and
accommodate Indigenous peoples and the sufficiency of all relevant environmental review processes. Export pipelines from
Canada to the United States face additional unpredictability as such pipelines also require approvals from several levels of
government in the United States.
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Specific Pipeline Updates
The Enbridge Inc. ("Enbridge") Line 3 Replacement from Hardisty, Alberta, to Superior, Wisconsin, previously expected to be inservice in late 2019, has faced significant delays due to permitting difficulties in the United States. However, Minnesota regulators
approved the final required permit for the project in November 2020. Certain segments of the Line 3 Replacement in North Dakota
and Wisconsin are currently in operation and the Canadian portion of the replaced pipeline began commercial operation in
December 2019. Construction of the Line 3 Replacement in Minnesota began in early December 2020; Enbridge expects the line
to be in service in the fourth quarter of 2021.
The Trans Mountain Pipeline expansion received Cabinet approval in November 2016. Following a period of political opposition in
British Columbia, the federal government acquired the Trans Mountain Pipeline in August 2018. Following the resolution of a
number of legal challenges and a second regulatory hearing, construction on the Trans Mountain Pipeline expansion commenced
in late 2019 and it is expected to be in-service in December 2022.
On March 31, 2020, TC Energy Corporation ("TC Energy") announced it would proceed with the Keystone XL Pipeline. TC Energy
also announced that the Government of Alberta had made a US $1.1 billion equity investment in the project and would guarantee
a US $4.2 billion project level credit facility. While construction on the Keystone XL Pipeline started in April 2020, the project
remains subject to legal and regulatory barriers in the United States, including the cancellation of a presidential permit on January
20, 2021 that permits the Keystone XL Pipeline to operate across the international border.
In November 2020, the Attorney General of Michigan filed a lawsuit to terminate an easement that allows the Enbridge Line 5
pipeline system to operate below the Straits of Mackinac, potentially forcing the lines comprising this segment of the pipeline
system to be shut down by May 2021. Enbridge filed a federal complaint in late November 2020 in the Unites States District Court
for the Western District of Michigan and is seeking an injunction to prevent the termination of the easement. Enbridge stated in
January 2021 that it intends to defy the shut down order, as the dual pipelines are in full compliance with U.S. federal safety
standards.
Marine Tankers
The Oil Tanker Moratorium Act, which was enacted in June 2019, imposes a ban on tanker traffic transporting crude oil or persistent
crude oil products in excess of 12,500 metric tonnes to and from ports located along British Columbia's north coast. The ban may
prevent pipelines being built to, and export terminals being located on, the portion of the British Columbia coast subject to the
moratorium.
Crude Oil and Bitumen by Rail
Following two train derailments that led to fires and oil spills in Saskatchewan, the federal government announced in February
2020 that trains hauling more than 20 cars carrying dangerous goods, including oil and diluted bitumen, would be subject to reduced
speed limits. The order was updated in April 2020 and replaced in November 2020. The speed limits and other requirements
established in Order MO 20-10 will remain in place until permanent rule changes are approved.
Enbridge Open Season
In August 2019, Enbridge initiated an open season for the Enbridge mainline system, which has historically operated as a common
carrier oil pipeline system. A common carrier pipeline must accept all products offered to it for transportation. If there is insufficient
capacity to transport the volumes offered, the available capacity is pro-rated to accommodate all shippers. The changes that
Enbridge intends to implement include the transition of the mainline system from a common carrier to a primarily contract carrier
pipeline, wherein shippers will have to commit to reserved space in the pipeline for a fixed term, with only 10% of available capacity
reserved for nominations. If the service change is approved, shippers seeking firm capacity on the Enbridge system would no
longer be able to rely on the nomination process and would have to enter long-term contracts for service.
Several shippers challenged Enbridge's open season and, in particular, Enbridge's ability to engage in an open season without
first obtaining prior regulatory approval to implement a contract carriage model. Following an expedited hearing process, the CER
decided to shut down the open season. On December 19, 2019, Enbridge applied to the CER for approval of the proposed service
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and tolling framework. The regulatory hearing process is currently underway and a final decision from the CER is not expected
until mid-2021. If Enbridge receives CER approval, it intends to hold the open season by the end of 2021.
Curtailment
In December 2018, the Government of Alberta announced that it would mandate a short-term and temporary curtailment of
provincial crude oil and bitumen production. Curtailment first took effect on January 1, 2019. As contemplated in the Curtailment
Rules, the Government of Alberta, on a monthly basis, required oil and bitumen producers producing more than 20,000 bbls/d to
limit their production according to a pre-determined formula that allocates production limits proportionately amongst all operators
that are subject to curtailment orders.
As of December 2020, monthly oil production limits are no longer in effect. However, the Curtailment Rules, which were set to be
repealed on December 31, 2020, have been extended such that the Government of Alberta retains the ability to impose future
production limits if needed.
International Trade Agreements
Canada is party to a number of international trade agreements with other countries around the world that generally provide for,
among other things, preferential access to various international markets for certain Canadian export products. Examples of such
trade agreements include the Comprehensive Economic and Trade Agreement, the Comprehensive and Progressive Agreement
for Trans-Pacific Partnership and, most prominently, the United States Mexico Canada Agreement (the "USMCA"), which replaced
the former North American Free Trade Agreement ("NAFTA") on July 1, 2020. Because the United States remains Canada's
primary trading partner and the largest international market for the export of crude oil from Canada, the implementation of the
USMCA could have an impact on Western Canada's oil and gas industry at large, including Rubellite's business.
While the proportionality rules in Article 605 of NAFTA previously prevented Canada from implementing policies that limit exports
to the United States and Mexico relative to the total supply produced in Canada, the USMCA does not contain the same
proportionality requirements. This may allow Canadian producers to develop a more diversified export portfolio than was possible
under NAFTA, subject to the construction of infrastructure allowing more Canadian production to reach eastern Canada, Asia and
Europe.
Land Tenure
Mineral rights
With the exception of Manitoba, each provincial government in Western Canada owns most of the mineral rights to the crude oil
located within their respective provincial borders. Provincial governments grant rights to explore for and produce crude oil pursuant
to leases, licences and permits (collectively, "leases") for varying terms, and on conditions set forth in provincial legislation,
including requirements to perform specific work or make payments in lieu thereof. The provincial governments in Western Canada
conduct regular land sales where oil and natural gas companies bid for the leases necessary to explore for and produce oil and
natural gas owned by the respective provincial governments. These leases generally have fixed terms, but they can be continued
beyond their initial terms if the necessary conditions are satisfied.
In response to COVID-19, the governments of Alberta, British Columbia and Saskatchewan announced measures to extend or
continue Crown leases that may have otherwise expired in the months following the implementation of pandemic response
measures.
All of the provinces of Western Canada have implemented legislation providing for the reversion to the Crown of mineral rights to
deep, non-productive geological formations at the conclusion of the primary term of a disposition. In addition, Alberta has a policy
of "shallow rights reversion" which provides for the reversion to the Crown of mineral rights to shallow, non-productive geological
formations for new leases and licences; British Columbia has a policy of "zone specific retention" that allows a lessee to continue
a lease for zones in which they can demonstrate the presence of oil or natural gas, with the remainder reverting to the Crown.
In addition to Crown ownership of the rights to crude oil, private ownership of crude oil (i.e. freehold mineral lands) also exists in
Western Canada. Rights to explore for and produce privately owned oil and natural gas are granted by a lease or other contract
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on such terms and conditions as may be negotiated between the owner of such mineral rights and companies seeking to explore
for and/or develop oil and natural gas reserves.
An additional category of mineral rights ownership includes ownership by the Canadian federal government of some legacy mineral
lands and within Indigenous reservations designated under the Indian Act (Canada). Indian Oil and Gas Canada manages
subsurface and surface leases in consultation with applicable Indigenous peoples, for the exploration and production of oil and
natural gas on Indigenous reservations. Until recently, oil and natural gas activities conducted on Indian reserve lands were
governed by the Indian Oil and Gas Act (the "IOGA") and the Indian Oil and Gas Regulations, 1995. In 2009, Parliament passed
An Act to Amend the Indian Oil and Gas Act, amending and modernizing the IOGA (the "Modernized IOGA"); however the
amendments were delayed until the federal government was able to complete stakeholder consultations and update the
accompanying Regulations (the "2019 Regulations"). The Modernized IOGA and the 2019 Regulations came into force on August
1, 2019 and further regulations are currently being developed. Rubellite does not intend to have operations on Indian reserve
lands.
Surface rights
To develop oil and natural gas resources, producers must also have access rights to the surface lands required to conduct
operations. For Crown lands, surface access rights can be obtained directly from the government. For private lands, access rights
can be negotiated with the landowner. Where an agreement cannot be reached, however, each province has developed its own
process that producers can follow to obtain and maintain the surface access necessary to conduct operations throughout the
lifespan of a well, including notification requirements and providing compensation to affected persons for lost land use and surface
damage. Similar rules apply to facility and pipeline operators.
Royalties and Incentives
General
Each province has legislation and regulations in place to govern Crown royalties and establish the royalty rates that producers
must pay in respect of the production of Crown resources. The royalty regime in a given province is in addition to applicable federal
and provincial taxes and is a significant factor in the profitability of oil sands projects and crude oil production. Royalties payable
on production from lands where the Crown does not hold the mineral rights are negotiated between the mineral freehold owner
and the lessee, though certain provincial taxes and other charges on production or revenues may be payable.
Producers and working interest owners of oil and natural gas rights may create additional royalties or royalty-like interests, such
as overriding royalties, net profits interests and net carried interests, through private transactions, the terms of which are subject
to negotiation.
Occasionally, the provincial governments in Western Canada create incentive programs for the oil and gas industry. These
programs often provide for volume-based incentives, royalty rate reductions, royalty holidays or royalty tax credits and may be
introduced when commodity prices are low to encourage exploration and development activity. Governments may also introduce
incentive programs to encourage producers to prioritize certain kinds of development or utilize technologies that may enhance or
improve recovery of crude oil or improve environmental performance.
The federal government also creates incentives and other financial aid programs intended to assist businesses operating in the oil
and gas industry. Recently, these programs, including, but not limited to, programs that provide direct financial support to
companies operating in the oil and gas industry and/or targeted funding for various initiatives related to industry diversification and
environmental matters, including those programs created in response to the COVID-19 pandemic such as the various short-term
loan programs and the Canada Emergency Wage Subsidy, for example, have been administered through federal agencies such
as the Business Development Bank of Canada, Natural Resources Canada, Export Development Canada, Innovation, Science
and Economic Development Canada and, in some cases, the Canada Revenue Agency.
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Alberta
Crown royalties
In Alberta, oil and natural gas producers are responsible for calculating their royalty rate on an ongoing basis. The Crown's
royalty share of production is payable monthly and producers must submit their records showing the royalty calculation. The
Mines and Minerals Act was amended in 2014 to shorten the window during which producers can submit amendments
to their royalty calculations before they become statute-barred, from four years to three.
In 2016, the Government of Alberta adopted a modernized Crown royalty framework (the "Modernized Framework") that
applies to all conventional oil (i.e., not oil sands) and natural gas wells drilled after December 31, 2016 that produce
Crown-owned resources. The previous royalty framework (the "Old Framework") will continue to apply to wells producing
Crown-owned resources that were drilled prior to January 1, 2017 until December 31, 2026, following which time they will
become subject to the Modernized Framework. The Royalty Guarantee Act (Alberta), came into effect on July 18, 2019, and
provides that no major changes will be made to the current oil and natural gas royalty structure for a period of at least 10 years.
Royalties on production from wells subject to the Modernized Framework are determined on a "revenue-minus-costs" basis.
The cost component is based on a Drilling and Completion Cost Allowance formula that relies, in part, on the industry's average
drilling and completion costs, determined annually by the AER, and incorporates information specific to each well such as
vertical depth and lateral length.
Under the Modernized Framework, producers initially pay a flat royalty of 5% on production revenue from each producing well until
payout, which is the point at which cumulative gross revenues from the well equals the applicable Drilling and Completion Cost
Allowance. After payout, producers pay an increased royalty of up to 40% that will vary depending on the nature of the
resource and market prices. Once the rate of production from a well is too low to sustain the full royalty burden, its royalty rate is
gradually adjusted downward as production declines, eventually reaching a floor of 5%.
Under the Old Framework, royalty rates for conventional oil production can be as high as 40% and royalty rates for natural gas
production can be as high as 36%. Similar to the Modernized Framework, these rates vary based on the nature of the
resource and market prices. The natural gas royalty formula also provides for a reduction based on the measured depth of the
well, as well as the acid gas content of the produced gas.
In addition to royalties, producers of oil and natural gas from Crown lands in Alberta are also required to pay annual rentals to the
Government of Alberta.
Freehold royalties and taxes
Royalty rates for the production of privately owned oil and natural gas are negotiated between the producer and the resource
owner.
The Government of Alberta levies annual freehold mineral taxes for production from freehold mineral lands. On average, the
tax levied in Alberta is 4% of revenues reported from freehold mineral title properties and is payable by the registered owner of
the mineral rights.
Regulatory Authorities and Environmental Regulation
General
The Canadian oil and gas industry is subject to environmental regulation under a variety of Canadian federal, provincial, territorial,
and municipal laws and regulations, all of which are subject to governmental review and revision from time to time. Such regulations
provide for, among other things, restrictions and prohibitions on the spill, release or emission of various substances produced in
association with certain oil and gas industry operations, such as sulphur dioxide and nitrous oxide. The regulatory regimes set out
the requirements with respect to oilfield waste handling and storage, habitat protection and the satisfactory operation, maintenance,
abandonment and reclamation of well, facility and pipeline sites. Compliance with such regulations can require significant
expenditures and a breach of such requirements may result in suspension or revocation of necessary licences and authorizations,
civil liability, and the imposition of material fines and penalties. In addition, future changes to environmental legislation, including
legislation related to air pollution and greenhouse gas ("GHG") emissions (typically measured in terms of their global
warming potential and expressed in terms of carbon dioxide equivalent ("CO2e")), may impose further requirements on operators
and other companies in the oil and gas industry.
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Federal
Canadian environmental regulation is the responsibility of both the federal and provincial governments. While provincial
governments and their delegates are responsible for most environmental regulation, the federal government can regulate
environmental matters where they impact matters of federal jurisdiction or when they arise from projects that are subject to federal
jurisdiction, such as interprovincial transportation undertakings, including pipelines and railways, and activities carried out on
federal lands. Where there is a direct conflict between federal and provincial environmental legislation in relation to the same
matter, the federal law prevails.
On August 28, 2019, the Impact Assessment Act (the "IAA") replaced the Canadian Environmental Assessment Act, 2012.
The enactment of the CERA and the IAA introduced a number of important changes to the regulation of federally regulated major
projects and their associated environmental assessments. The CERA separates the CER's administrative and adjudicative
functions. A board of directors and a chief executive officer manage strategic, administrative and policy considerations while
adjudicative functions fall to independent commissioners. The CER has jurisdiction over matters such as the environmental and
economic regulation of pipelines, transmission infrastructure and certain offshore renewable energy projects. In its adjudicative
role, the CERA tasks the CER with reviewing applications for the development, construction and operation of many of these
projects, culminating in their eventual abandonment.
The IAA relies on a designated project list as a trigger for a federal assessment. Designated projects that may have effects on
matters within federal jurisdiction will generally require an impact assessment administered by the Impact Assessment Agency ("IA
Agency") or, in the case of certain pipelines, a joint review panel comprised of members from the CER and the IA Agency. The
impact assessment requires consideration of the project's potential adverse effects and the overall societal impact that a project
may have, both of which may include a consideration of, among other items, environmental, biophysical and socio-economic
factors, climate change, and impacts to Indigenous rights. It also requires an expanded public interest assessment. Designated
projects specific to the oil and gas industry include pipelines that require more than 75km of new right of way and pipelines located
in national parks, large scale in situ oil sands projects not regulated by provincial GHG emissions caps and certain refining,
processing and storage facilities.
The federal government has stated that an objective of the legislative changes was to improve decision certainty and turnaround
times. Once a review or assessment is commenced under either the CERA or IAA, there are limits on the amount of time the
relevant regulatory authority will have to issue its report and recommendation. Designated projects will go through a planning phase
to determine the scope of the impact assessment, which the federal government has stated should provide more certainty as to
the length of the full review process. The Government of Alberta has submitted a reference question to the Alberta Court of Appeal
regarding the constitutionality of the IAA and the hearing has yet to take place.
Alberta
The AER is the principal regulator responsible for all energy resource development in Alberta. It derives its authority from the
Responsible Energy Development Act and a number of related statutes including the Oil and Gas Conservation Act (the "OGCA"),
the Oil Sands Conservation Act, the Pipeline Act, and the Environmental Protection and Enhancement Act. The AER is responsible
for ensuring the safe, efficient, orderly and environmentally responsible development of hydrocarbon resources, including allocating
and conserving water resources, managing public lands, and protecting the environment. The AER's responsibilities exclude the
functions of the Alberta Utilities Commission and the Surface Rights Board, as well as the Alberta Ministry of Energy's responsibility
for mineral tenure.
The Government of Alberta relies on regional planning to accomplish its resource development goals. Its approach to natural
resource management provides for engagement and consultation with stakeholders and the public and examines the cumulative
impacts of development on the environment and communities. While the AER is the primary regulator for energy development,
several other governmental departments and agencies may be involved in land use issues, including the Alberta Ministry of
Environment and Parks, the Alberta Ministry of Energy, the Aboriginal Consultation Office and the Land Use Secretariat.
The Government of Alberta's land-use policy in Alberta sets out an approach to manage public and private land use and natural
resource development in a manner that is consistent with the long-term economic, environmental and social goals of the province.
It calls for the development of seven region-specific land-use plans in order to manage the combined impacts of existing and future
land use within a specific region and the incorporation of a cumulative effects management approach into such plans.
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The AER has developed monitoring and reporting requirements that apply to all oil and natural gas producers working in certain
areas where the likelihood of an earthquake is higher, and implemented the requirements in Subsurface Order Nos. 2, 6, and 7.
The regions with seismic protocols in place are Fox Creek, Red Deer, and Brazeau (the "Seismic Protocol Regions"). Rubellite
does not have operations in Fox Creek, Red Deer and Brazeau. Oil and natural gas producers in each of the Seismic Protocol
Regions are subject to a "traffic light" reporting system that sets thresholds on the Richter scale of earthquake magnitude. The
thresholds vary among the Seismic Protocol Regions and trigger a sliding scale of obligations from the oil or natural gas producers
operating there. Such obligations range from no action required, to informing the AER and invoking an approved response plan,
to ceasing operations and informing the AER. The AER has the discretion to suspend operations while it investigates following a
seismic event until it has assessed the ongoing risk of earthquakes in a specific area and/or may require the operator to update its
response plan. The AER may extend these requirements to other areas of Alberta if necessary, subject to the results of its ongoing
province-wide monitoring.
Liability Management Rating Programs
Alberta
The AER administers a Liability Management Rating Program (the "AB LMR Program"), which is currently undergoing changes,
including a name change to the "Liability Management Framework" (the "AB LMF"); however, specific details concerning this new
program remain forthcoming. The AB LMR Program is a liability management program governing most conventional upstream oil
and natural gas wells, facilities and pipelines. It consists of three distinct programs: the Oilfield Waste Liability Program (the "AB
OWL Program"), the Large Facility Liability Management Program (the "AB LFP"), and the Licensee Liability Rating Program (the
"AB LLR Program"). If a licensee's deemed liabilities in the AB LLR Program, the AB OWL Program and/or the AB LFP exceed
its deemed assets in those programs, the licensee, must reduce its liabilities or provide the AER with a security deposit. Failure to
do so may restrict the licensee's ability to transfer licences. This ratio of a licensee's assets to liabilities across the three programs
is referred to as the licensee's liability management rating ("LMR").
Complementing the AB LMR Program, Alberta's Oil and Gas Conservation Act establishes an orphan fund (the "Orphan Fund")
to help pay the costs to suspend, abandon, remediate and reclaim a well, facility or pipeline included in the AB LLR Program and
the AB OWL Program if a licensee or working interest participant becomes insolvent or is unable to meet its obligations. Licensees
in the AB LLR Program and AB OWL Program fund the Orphan Fund through a levy administered by the AER. However, given the
increase in orphaned oil and natural gas assets, the Government of Alberta has loaned the Orphan Fund approximately $335
million to carry out abandonment and reclamation work. In response to the COVID-19 pandemic, the Government of Alberta also
covered $113 million in levy payments that licensees would otherwise have owed to the Orphan Fund, corresponding to the levy
payments due for the first six months of the AER's fiscal year. A separate orphan levy applies to persons holding licences subject
to the AB LFP. Collectively, these programs are designed to minimize the risk to the Orphan Fund posed by the unfunded liabilities
of licensees and to prevent the taxpayers of Alberta from incurring costs to suspend, abandon, remediate and reclaim wells,
facilities or pipelines.
In response to the increase in orphaned oil and gas sites and the environmental risks associated therewith, the AER amended its
Directive 067: Eligibility Requirements for Acquiring and Holding Energy Licences and Approvals, which deals with licensee
eligibility to operate wells and facilities, to require the provision of extensive corporate governance and shareholder information.
All transfers of well, facility and pipeline licences in the province are subject to AER approval. As a condition of transferring existing
AER licences, approvals and permits, all transfers are now assessed on a non-routine basis and the AER now requires all
transferees to demonstrate that they have a liability management rating of 2.0 or higher immediately following the transfer, or to
otherwise prove to the satisfaction of the AER that they can meet their abandonment and reclamation obligations, such as by
posting security or reducing their existing obligations.
As a result of the Supreme Court of Canada's decision in Orphan Well Association v Grant Thornton (also known as the "Redwater"
decision), receivers and trustees can no longer avoid the AER's legislated authority to impose abandonment orders against
licensees or to require a licensee to pay a security deposit before approving a licence transfer when any such licensee is subject
to formal insolvency proceedings. This means that insolvent estates can no longer disclaim assets that have reached the end of
their productive lives (and therefore represent a net liability) in order to deal primarily with the remaining productive and valuable
assets without first satisfying any abandonment and reclamation obligations associated with the insolvent estate's assets. In April
2020, the Government of Alberta passed the Liabilities Management Statutes Amendment Act, which places the burden of a
defunct licensee's abandonment and reclamation obligations first on the defunct licensee's working interest partners, and second,
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the AER may order the Orphan Fund to assume care and custody and accelerate the clean-up of wells or sites which do not have
a responsible owner. These changes will come into force on proclamation.
Additionally, the Government of Alberta announced in July 2020 that the AB LMF will replace the AB LMR Program and its
constituent programs. Among other changes under the AB LMF, the AB LMR Program will be replaced with the Licensee Capability
Assessment System, which is intended to be a more comprehensive assessment of corporate health and will consider a wider
variety of factors than those considered under the AB LMR Program and establish clear expectations for industry with regards to
the management of liabilities throughout the entire lifecycle of oil and gas projects. Importantly, the AB LMF will also provide
proactive support to distressed operators and will require mandatory annual minimum payments towards outstanding reclamation
obligations in accordance with five-year rolling spending targets.
The Government of Alberta followed the announcement of the AB LMF with amendments to the Oil and Gas Conservation Rules
and the Pipeline Rules in late 2020. The changes to these rules fall into three principal categories: (i) they introduce "closure" as
a defined term, which captures both abandonment and reclamation; (ii) they expand the AER's authority to initiate and supervise
closure; and (iii) they permit qualifying third parties on whose property wells or facilities are located to request that licensees
prepare a closure plan.
On April 7, 2021, the AER released Directive 067 – Eligibility Requirements for Acquiring and Holding Energy Licences and
Approvals to implement some of these changes ("Directive 067"). The changes introduced by Directive 067 include building on
the AER's corporate and financial disclosure requirements for parties who wish to acquire, hold or transfer licences in Alberta, and
broadening the AER's discretion to withhold or revoke licensees' privileges if they are assessed as posing an "unreasonable risk".
In connection with the rollout of the AB LMF, the AER released a draft Licensee Life-Cycle Management Directive which is intended
to provide a holistic assessment of licensees' capabilities and performance across the energy development life cycle and will inform
regulatory decisions regarding the licensee, including licence eligibility under Directive 067. The Draft Directive also implements
the Licensee Management Program and the Inventory Reduction Program which will allow the AER to monitor licensees and
assess licensees' progress as well as inform decisions of the AER with respect to licence transfers.
To address abandonment and reclamation liabilities in Alberta, the AER implements, from time to time, programs intended to
encourage the decommissioning, remediation and reclamation of inactive or marginal oil and natural gas infrastructure. Beginning
in 2015, for example, the AER oversaw the Inactive Well Compliance Program, a five-year program intended to address the growing
inventory of inactive and noncompliant wells in Alberta. Subsequently, the AER announced a voluntary area-based closure ("ABC")
program in 2018. Most recently, the AER announced that it is replacing the ABC program with Mandatory Closure Spend Targets.
Beginning January 1, 2022, each oil and gas licensee with liability associated with inactive infrastructure will be required to meet
an individual annual mandatory target determined by the AER. These targets will be based on the industry-wide closure spend
targets that will be posted to the AER website and will take into consideration financial information that is required to be submitted
by licensees through Directive 067.
The ongoing rollout of the AB LMF and the implementation of Directive 067 may require changes to or the implementation of other
Directives as well. As a result, Rubellite's ongoing and future transactions may be affected in this period of transition, resulting in
processing delays for licence transfers and regulatory uncertainty as the criteria and requirements for licensees are subject to
change.
Federal and Provincial Support for Liability Management
As part of an announcement of federal relief for Canada's oil and gas industry in response to COVID-19, the federal government
pledged $1.72 billion to clean up orphan and inactive wells in Alberta, Saskatchewan and British Columbia. However, these funds
are being administered by regulatory authorities in each province. In Alberta, the Ministry of Energy is disbursing its $1 billion share
of the federally provided funds through the Site Rehabilitation Program. In addition to the funds administered by the respective
provincial governments, the federal government announced a $200 million loan to Alberta's Orphan Fund. The Government of
British Columbia is disbursing its $120 million share of the federally provided funds through three programs: the Dormant Sites
Reclamation Program, the Orphan Sites Supplemental Reclamation Program and the Legacy Sites Reclamation Program. In
Saskatchewan, $400 million in federal funding will be allocated through the Accelerated Site Closure Program ("ASCP"). The first
phase of the ASCP will make $100 million available to eligible service companies to conduct abandonment and reclamation work.
Further tranches of the ASCP, up to $300 million, will be made available in the future.
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Climate Change Regulation
Climate change regulation at each of the international, federal and provincial levels has the potential to significantly affect the future
of the oil and gas industry in Canada. These impacts are uncertain and it is not possible to predict what future policies, laws and
regulations will entail. Any new laws and regulations (or additional requirements to existing laws and regulations) could have a
material impact on Rubellite's operations and cash flow.
Federal
Canada has been a signatory to the United Nations Framework Convention on Climate Change (the "UNFCCC") since 1992. Since
its inception, the UNFCCC has instigated numerous policy changes with respect to climate governance. On April 22, 2016, 197
countries, including Canada, signed the Paris Agreement, committing to prevent global temperatures from rising more than 2°
Celsius above pre-industrial levels and to pursue efforts to limit this rise to no more than 1.5° Celsius. To date, 189 of the 197
parties to the UNFCCC have ratified the Paris Agreement, including Canada. Decisions about a prospective carbon market and
emissions cuts have been delayed until the next climate conference, which is scheduled to take place in November 2021.
The Government of Canada has pledged to cut its emissions by 30% from 2005 levels by 2030, but indicated in its recent Speech
from the Throne (also referred to as the "Throne Speech"; discussed in greater detail below) that it may implement policy changes
to exceed this target. Specific details have not yet been announced.
The Government of Canada released the Pan-Canadian Framework on Clean Growth and Climate Change in 2016, setting out a
plan to meet the federal government's 2030 emissions reduction targets. On June 21, 2018, the federal government enacted the
Greenhouse Gas Pollution Pricing Act (the "GGPPA"), which came into force on January 1, 2019. This regime has two parts: an
output-based pricing system ("OBPS") for large industry (enabled by the Output-Based Pricing System Regulations) and a fuel
charge (enabled by the Fuel Charge Regulations), both of which impose a price on CO2e emissions. This system applies in
provinces and territories that request it and in those that do not have their own equivalent emissions pricing systems in place that
meet the federal standards and ensure that there is a uniform price on emissions across the country. Under current federal plans,
this price will escalate by $10 per year until it reaches a price of $50/tonne of CO2e in 2022. On December 11, 2020, however, the
federal government announced its intention to continue the annual price increases beyond 2022, such that, commencing in 2023,
the benchmark price per tonne of CO2e will increase by $15 per year until it reaches $170/tonne of CO2e in 2030. Starting April
1, 2021, the minimum price permissible under the GGPPA is $40/tonne of CO2e. In addition, on March 5, 2021, the federal
government introduced for comment the Greenhouse Gas Offset Credit System Regulations (Canada) (the "Federal Offset Credit
Regulations"). The proposed Federal Offset Credit Regulations are intended to establish a regulatory framework to allow certain
kinds of projects to generate and sell offset credits for use in the federal OBPS. The final Federal Offset Credit Regulations are
expected to be put in place before the end of 2021.
Alberta, Saskatchewan, and Ontario referred the constitutionality of the GGPPA to their respective Courts of Appeal. In the
Saskatchewan and Ontario references, the appellate Courts found the GGPPA to be constitutional; the Alberta Court of Appeal
determined that the GGPPA was unconstitutional. All three judgments were appealed to the Supreme Court of Canada ("SCC")
and on March 25, 2021, the SCC released its decision finding that the GGPPA is constitutional and affirmed the federal
government's authority to regulate GHG emissions.
On April 26, 2018, the federal government passed the Regulations Respecting Reduction in the Release of Methane and Certain
Volatile Organic Compounds (Upstream Oil and Gas Sector) (the "Federal Methane Regulations"). The Federal Methane
Regulations seek to reduce emissions of methane from the oil and natural gas sector, and came into force on January 1, 2020. By
introducing a number of new control measures, the Federal Methane Regulations aim to reduce unintentional leaks and the
intentional venting of methane and ensure that oil and natural gas operations use low-emission equipment and processes. Among
other things, the Federal Methane Regulations limit how much methane upstream oil and natural gas facilities are permitted to
vent. The federal government anticipates that these actions will reduce annual GHG emissions by about 20 megatonnes by 2030.
The federal government has enacted the Multi-Sector Air Pollutants Regulation under the authority of the Canadian Environmental
Protection Act, 1999, which regulates certain industrial facilities and equipment types, including boilers and heaters used in the
upstream oil and gas industry, to limit the emission of air pollutants such as nitrogen oxides and sulphur dioxide.
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As part of its efforts to provide relief to Canada's oil and gas industry in light of the COVID-19 pandemic, the federal government
announced a $750 million Emissions Reduction Fund intended to support pollution reduction initiatives, including methane. Funds
disbursed through this program will primarily take the form of repayable contributions to onshore and offshore oil and gas firms.
The federal government has also announced that it will implement a Clean Fuel Standard that will require producers, importers
and distributors to reduce the emissions intensity of liquid fuels. It is expected that the applicable regulations will come into force
in December 2022.
In the September 23, 2020 Throne Speech, the federal government has indicated that it intends to make a number of investments
that will help it achieve net-zero emissions by 2050, including investments intended to: (i) improve transit options; (ii) make zeroemissions vehicles more affordable; (iii) expand electric vehicle charging infrastructure across the country; (iv) launch a fund that
will help attract investments in the development of zero-emissions technology, including a corporate tax cut of 50% for companies
participating in this initiative; (v) develop a Clean Power Fund that will, in part, help regions transition to cleaner sources of power
generation; and (vi) support continued investment in the development and implementation of renewable and clean energy
technologies. Specific program will be announced as they are developed.
On November 19, 2020, the federal government introduced the Canadian Net-Zero Emissions Accountability Act in Parliament. If
passed, this Act will bind the Government of Canada to a process intended to help Canada achieve net-zero emissions by 2050.
It will also establish rolling five-year emissions-reduction targets and require the government to develop plans to reach each target
and support these efforts by creating a Net-Zero Advisory Body and require the federal government to publish annual reports that
describe how departments and crown corporations are considering the financial risks and opportunities of climate change in their
decision-making.
Alberta
In November 2015, the Government of Alberta introduced a Climate Leadership Plan (the "CLP"). In December 2016, the Oil Sands
Emissions Limit Act came into force, establishing an annual 100 megatonne limit for GHG emissions from all oil sands sites, but
the regulations necessary to enforce the limit have not yet been developed.
In June 2019, the federal fuel charge took effect in Alberta. In accordance with the GGPPA, the fuel charge payable in Alberta
increased from $30/tonne of CO2e to $40/tonne of CO2e on April 1, 2021. In December 2019, the federal government approved
Alberta's Technology Innovation and Emissions Reduction ("TIER") regulation, which applies to large emitters. The TIER regulation
came into effect on January 1, 2020 and replaces the previous Carbon Competitiveness Incentives Regulation.
The TIER regulation applies to emitters that emit more than 100,000 tonnes of CO2e per year in 2016 or any subsequent year.
The initial target for most TIER-regulated facilities is to reduce emissions intensity by 10% as measured against that facility's
individual benchmark, with a further 1% reduction in each subsequent year. The facility-specific benchmark does not apply to all
facilities, such as those in the electricity sector, which are compared against the good-as-best-gas standard. Similarly, for facilities
that have already made substantial headway in reducing their emissions, a different "high-performance" benchmark is available.
Under the TIER regulation, certain facilities in high-emitting or trade exposed sectors can opt-in to the program in specified
circumstances if they do not meet the 100,000 tonne threshold. To encourage compliance with the emissions intensity reduction
targets, TIER-regulated facilities must provide annual compliance reports and facilities that are unable to achieve their targets may
either purchase credits from other facilities, purchase carbon offsets, or pay a levy to the Government of Alberta.
The Government of Alberta aims to lower annual methane emissions by 45% by 2025. The Government of Alberta enacted the
Methane Emission Reduction Regulation on January 1, 2020, and the AER simultaneously released an updated edition of Directive
060: Upstream Petroleum Industry Flaring, Incinerating, and Venting. The release of the updated Directive 060 complements a
previously released update to Directive 017: Measurement Requirements for Oil and Gas Operations that took effect in December
2018. Together, these Directives will support Alberta in achieving its 2025 goal. In November 2020, the Government of Canada
and the Government of Alberta announced an equivalency agreement regarding the reduction of methane emissions such that the
Federal Methane Regulations will not apply in Alberta.
Indigenous Rights
Constitutionally mandated government-led consultation with and, if applicable, accommodation of, Indigenous groups impacted by
regulated industrial activity, as well as proponent-led consultation and accommodation or benefit sharing initiatives, play an
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increasingly important role in the Western Canadian oil and gas industry. In addition, Canada is a signatory to the United Nations
Declaration of the Rights of Indigenous Peoples ("UNDRIP") and the principles set forth therein may continue to influence the role
of Indigenous engagement in the development of the oil and gas industry in Western Canada. For example, in November 2019,
the Declaration on the Rights of Indigenous Peoples Act ("DRIPA") became law in British Columbia. The DRIPA aims to align
British Columbia's laws with UNDRIP. In December 2020, the federal government introduced Bill C-15: An Act respecting the
United Nations Declaration on the Rights of Indigenous Peoples Act ("Bill C-15"). Similar to British Columbia's DRIPA, the intention
of Bill C-15, if passed, is to establish a process whereby the Government of Canada will take all measures necessary to ensure
the laws of Canada are consistent with the principles of UNDRIP and to implement an action plan to address UNDRIP's objectives.
Continued development of common law precedent regarding existing laws relating to Indigenous consultation and accommodation
as well as the adoption of new laws such as DRIPA and Bill C-15 are expected to continue to add uncertainty to the ability of
entities operating in the Canadian oil and gas industry to execute on major resource development and infrastructure projects,
including, among other projects, pipelines.
RISK FACTORS
Certain risk factors related specifically to the Arrangement are set forth under the heading "Risks Relating to the Arrangement" in
the accompanying Information Circular. The following is a summary of certain additional risk factors relating to Rubellite and the
ownership of Rubellite securities.
Rubellite Shareholders should carefully consider the risk factors set out below and consider all other information contained herein
and in before making an investment decision. The risks set out below are not an exhaustive list and should not be taken as a
complete summary or description of all the risks associated with Rubellite's business and the oil and natural gas business generally.
No Operational History
Rubellite was only recently organized and has no history of operations. As such, it is subject to many of the risks common to earlystage companies, including undercapitalization, cash shortages, lack of revenues and limited resources, including personnel and
financial. While the MSA with Perpetual serves to mitigate this risk and assist in the transition of the Clearwater Assets from
Perpetual to Rubellite, there is no guarantee that Rubellite will achieve a return on shareholders investment and the likelihood of
success must be considered given the early-stage nature of the development of operations.
Competition
Rubellite will compete with other oil and natural gas companies, some of which have greater financial and operational
resources
The petroleum industry is competitive in all of its phases. Rubellite will compete with numerous other entities in the exploration,
development, production and marketing of oil and natural gas. Rubellite's competitors will include oil and natural gas companies
that have substantially greater financial resources, staff and facilities than those of Rubellite. Some of these companies not only
explore for, develop and produce oil and natural gas, but also carry on refining operations and market oil and natural gas on an
international basis. As a result of these complementary activities, some of these competitors may have greater and more diverse
competitive resources to draw on than Rubellite. Rubellite's ability to increase its reserves in the future will depend not only on its
ability to explore and develop its present properties, but also on its ability to select and acquire other suitable producing properties
or prospects for exploratory drilling. Competitive factors in the distribution and marketing of oil and natural gas include price,
process, and reliability of delivery and storage.
Dependence on Senior Officer
Rubellite will be highly dependent on its President and Chief Executive Officer. The loss of Rubellite's President and Chief
Executive Officer could impede the achievement of Rubellite's objectives and could adversely affect Rubellite's business, prospects
and results of operations.
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Absence of Established Market for Rubellite Shares and Rubellite Warrants
Rubellite is a newly incorporated company. There currently is no public market for Rubellite Shares or Rubellite Warrants and there
is no guarantee that such securities will be listed on the TSX. If listed, Rubellite cannot predict at what price Rubellite Shares and
Rubellite Warrants will trade and there can be no assurance that an active trading market for such securities will develop or be
sustained. If an active public market does not develop or is not sustained, purchasers may have difficulty selling their Rubellite
Shares.
Tax Horizon
It is expected, based upon current legislation, the projections contained in the McDaniel Rubellite Report and various other
assumptions that no cash income taxes are to be paid by Rubellite prior to 2029. Should a lower level of capital expenditures than
those contained in the McDaniel Rubellite Report be achieved or should the assumptions used by Rubellite prove to be inaccurate,
Rubellite may be required to pay cash income taxes sooner than anticipated, which will reduce cash flow available to Rubellite.
Potential Conflicts of Interest
Certain conflicts of interest could arise as a result of the relationship between Perpetual and Rubellite. Two of the initial directors
of Rubellite, including the Chairman, are directors of Perpetual, and all of the initial officers of Rubellite are officers of Perpetual.
In addition, Rubellite will be dependent on Perpetual for administrative, operating and other services pursuant to the MSA. The
directors and officers of Perpetual and Rubellite have fiduciary duties to manage Perpetual and Rubellite, respectively, in a manner
beneficial to Perpetual and Rubellite, respectively. The duties of the directors and officers of Perpetual and Rubellite may come
into conflict.
Current members of the Rubellite Board are directors or officers of corporations which are in competition to the interests of
Rubellite. No assurances can be given that opportunities identified by such board members will be provided to Rubellite.
Exploration, Development and Production Risks
Rubellite's future performance may be affected by the financial, operational, environmental and safety risks associated
with the exploration, development and production of oil and natural gas
Oil and natural gas operations involve many risks that even a combination of experience, knowledge and careful evaluation may
not be able to overcome. The long-term commercial success of Rubellite depends on its ability to find, acquire, develop and
commercially produce oil and natural gas reserves. Without the continual addition of new reserves, Rubellite's existing reserves,
and the production from them, will decline over time as Rubellite produces from such reserves. A future increase in Rubellite's
reserves will depend on both the ability of Rubellite to explore and develop its existing properties and its ability to select and acquire
suitable producing properties or prospects. There is no assurance that Rubellite will be able to continue to find satisfactory
properties to acquire or participate in. Moreover, management of Rubellite may determine that current markets, terms of acquisition,
participation or pricing conditions make potential acquisitions or participation uneconomic. There is also no assurance that Rubellite
will discover or acquire further commercial quantities of oil and natural gas.
Future oil and natural gas exploration may involve unprofitable efforts from dry wells or from wells that are productive but do not
produce sufficient petroleum substances to return a profit after drilling, completing, operating and other costs. Completion of a well
does not ensure a profit on the investment or recovery of drilling, completion and operating costs.
Drilling hazards, environmental damage and various field operating conditions could greatly increase the cost of operations and
adversely affect the production from successful wells. Field operating conditions include, but are not limited to, delays in obtaining
governmental approvals or consents, shut-ins of wells resulting from extreme weather conditions, insufficient storage or
transportation capacity or geological and mechanical conditions. While diligent well supervision, effective maintenance operations
and the development of enhanced oil recovery technologies can contribute to maximizing production rates over time, it is not
possible to eliminate production delays and declines from normal field operating conditions, which can negatively affect revenue
and cash flow levels to varying degrees.
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Oil and natural gas exploration, development and production operations are subject to all the risks and hazards typically associated
with such operations, including, but not limited to, fire, explosion, blowouts, cratering, sour gas releases, spills and other
environmental hazards. These typical risks and hazards could result in substantial damage to oil and natural gas wells, production
facilities, other property and the environment and cause personal injury or threaten wildlife. Particularly, Rubellite may explore for
and produce sour gas in certain areas. An unintentional leak of sour gas could result in personal injury, loss of life or damage to
property and may necessitate an evacuation of populated areas, all of which could result in liability to Rubellite.
Oil and natural gas production operations are also subject to geological and seismic risks, including encountering unexpected
formations or pressures, premature decline of reservoirs and the invasion of water into producing formations. Losses resulting from
the occurrence of any of these risks may have a material adverse effect on Rubellite's business, financial condition, results of
operations and prospects.
As is standard industry practice, Rubellite is not fully insured against all risks, nor are all risks insurable. Although Rubellite will
maintain liability insurance in an amount that it considers consistent with industry practice, liabilities associated with certain risks
could exceed policy limits or not be covered. See "Risk Factors – Insurance". In either event, Rubellite could incur significant costs.
Weakness and Volatility in the Oil and Na tural Gas Industry
Weakness and volatility in the market conditions for the oil and natural gas industry may affect the value of Rubellite's
reserves and restrict its cash flow and ability to access capital to fund the development of its properties
Market events and conditions, including global excess oil and natural gas supply, COVID-19, actions taken by the Organization of
the Petroleum Exporting Countries ("OPEC"), sanctions against Iran and Venezuela, slowing growth in China and emerging
economies, weakened global relationships, conflict between the U.S. and Iran, isolationist and punitive trade policies, U.S. shale
production, sovereign debt levels and political upheavals in various countries including a growing anti-hydrocarbon sentiment, have
caused significant volatility in commodity prices. See "Risk Factors – Political Uncertainty" and "Risk Factors – The Impact of
Pandemics". These events and conditions have caused a significant reduction in the valuation of oil and natural gas companies
and a decrease in confidence in the oil and natural gas industry. These difficulties have been exacerbated in Canada by political
and other actions resulting in uncertainty surrounding regulatory, tax, royalty changes and environmental regulation. See "Risk
Factors – Royalties and Incentives", "Risk Factors – Regulatory Authorities and Environmental Regulation" and "Risk Factors –
Climate Change Regulation". In addition, the difficulties encountered by midstream proponents to obtain on a timely basis or
continue to maintain the necessary approvals to build pipelines, liquefied natural gas plants and other facilities to provide better
access to markets for the oil and natural gas industry in Western Canada has led to additional downward price pressure on oil and
natural gas produced in Western Canada. The resulting price differential between Western Canadian Select crude oil, and Brent
and West Texas Intermediate crude oil has created uncertainty and reduced confidence in the oil and natural gas industry in
Western Canada. See "Industry Conditions – Transportation Constraints and Market Access".
Lower commodity prices may also affect the volume and value of Rubellite's reserves, rendering certain reserves uneconomic. In
addition, lower commodity prices restrict Rubellite's cash flow resulting in less funds from operations being available to fund
Rubellite's capital expenditure budget. Consequently, Rubellite may not be able to replace its production with additional reserves
and both Rubellite's production and reserves could be reduced on a year-over-year basis. See "Risk Factors – Reserves
Estimates". Any decrease in value of Rubellite's reserves may reduce the borrowing base under its credit facilities, which,
depending on the level of Rubellite's indebtedness, could result in Rubellite having to repay a portion of its indebtedness. See
"Risk Factors – Credit Facilities". In addition to possibly resulting in a decrease in the value of Rubellite's economically recoverable
reserves, lower commodity prices may also result in a decrease in the value of Rubellite's infrastructure and facilities, all of which
could also have the effect of requiring a write down of the carrying value of Rubellite's oil and natural gas assets on its balance
sheet and the recognition of an impairment charge in its income statement. Given the current market conditions and the lack of
confidence in the Canadian oil and natural gas industry, Rubellite may have difficulty raising additional funds or if it is able to do
so, it may be on unfavourable and highly dilutive terms. See "Risk Factors – Additional Funding Requirements".
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Impact of Pandemics

The COVID-19 pandemic may effect Rubellite's results, business, financial conditions or liquidity
Pandemics, epidemics or outbreaks of an infectious disease in Canada or worldwide, including COVID-19, Middle East
Respiratory Syndrome, Severe Acute Respiratory Syndrome, H1N1 influenza virus, avian flu or any other similar illnesses could
have an adverse impact on Rubellite's results, business, financial condition or liquidity. On March 11, 2020, the World Health
Organization declared the outbreak of a strain of novel coronavirus disease, COVID-19, a global pandemic. The COVID-19
pandemic has negatively impacted the Canadian, U.S., and global economies; disrupted Canadian, U.S., and global supply
chains; disrupted financial markets; contributed to a decrease in interest rates; resulted in ratings downgrades, credit deterioration
and defaults in many industries; forced the closure of many businesses, led to loss of revenues, increased unemployment and
bankruptcies; and necessitated the imposition of quarantines, physical distancing, business closures, travel restrictions,
and sheltering-in-place requirements in Canada, the U.S., and other countries. If the pandemic is prolonged, including
through subsequent waves, or if additional variants of COVID-19 emerge which are more transmissible or cause more severe
disease, or if other diseases emerge with similar effects, the adverse impact on the economy could worsen. Moreover, it
remains uncertain how the macroeconomic environment, and societal and business norms will be impacted following this
COVID-19 pandemic. Unexpected developments in financial markets, regulatory environments, or consumer behaviour may
also have adverse impacts on Rubellite's results, business, financial condition or liquidity, for a substantial period of time.
Rubellite's business, financial condition, results of operations, cash flows, reputation, access to capital, cost of borrowing, access
to liquidity, and/or business plans may, in particular, and without limitation, be adversely impacted as a result of the pandemic
and/or decline in commodity prices as a result of:
•

the shut-down of facilities or the delay or suspension of work on major capital projects due to workforce disruption or
labour shortages caused by workers becoming infected with COVID-19, or government or health authority mandated
restrictions on travel by workers or closure of facilities or worksites;

•

suppliers and third-party vendors experiencing similar workforce disruption or being ordered to cease operations;

•

reduced cash flows resulting in less funds from operations being available to fund capital expenditure budgets;

•

reduced commodity prices resulting in a reduction in the volumes and value of reserves;

•

crude oil storage constraints resulting in the curtailment or shutting in of production;

•

counterparties being unable to fulfill their contractual obligations on a timely basis or at all;

•

the inability to deliver products to customers or otherwise get products to market caused by border restrictions, road or
port closures or pipeline shut-ins, including as a result of pipeline companies suffering workforce disruptions or otherwise
being unable to continue to operate; and

•

the ability to obtain additional capital including, but not limited to, debt and equity financing being adversely impacted as
a result of unpredictable financial markets, commodity prices and/or a change in market fundamentals.

The COVID-19 pandemic has also created additional operational risks for Rubellite, including the need to provide enhanced safety
measures for its employees and customers; comply with rapidly changing regulatory guidance; address the risk of, attempted
fraudulent activity and cybersecurity threat behaviour; and protect the integrity and functionality of Rubellite's systems, networks,
and data as employees work remotely. Rubellite is also exposed to human capital risks due to issues related to health and safety
matters, and other environmental stressors as a result of measures implemented in response to the COVID-19 pandemic, as well
as the potential for a significant proportion of Rubellite's service providers, including key executives, to be unable to work effectively,
because of illness, quarantines, sheltering-in-place arrangements, government actions or other restrictions in connection with the
pandemic.
The extent to which the COVID-19 pandemic continues to impact Rubellite's results, business, financial condition or liquidity will
depend on future developments in Canada, the U.S. and globally, including the development and widespread availability of efficient
and accurate testing options, and effective treatment options or vaccines. Despite the approval of certain vaccines by the regulatory
bodies in Canada and the U.S., the ongoing evolution of the development and distribution of an effective vaccine also continues
to raise uncertainty.
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Prices, Markets and Marketing

Various factors may adversely impact the marketability of oil and natural gas, affecting net production revenue, production volumes
and development and exploration activities
Rubellite's ability to market its oil and natural gas may depend upon its ability to acquire capacity in pipelines that deliver crude oil
to commercial markets or contract for the delivery of crude oil by rail. Numerous factors beyond Rubellite's control do, and will
continue to, affect the marketability and price of oil and natural gas acquired, produced, or discovered by Rubellite, including:
•

deliverability uncertainties related to the distance Rubellite's reserves are from pipelines, railway lines and
processing and storage facilities;

•

operational problems affecting pipelines, railway lines and processing and storage facilities; and

•

government regulation relating to prices, taxes, royalties, land tenure, allowable production and the export of oil and
natural gas.

Oil and natural gas prices are expected to remain volatile for the near future because of market uncertainties over the supply and
demand of these commodities due to the current state of the world economies, the ongoing COVID-19 pandemic, shale oil
production in the United States, OPEC actions, political uncertainties, sanctions imposed on certain oil producing nations by other
countries, conflicts in the Middle East and ongoing credit and liquidity concerns. Prices for oil and natural gas are also subject to
the availability of foreign markets and Rubellite's ability to access such markets. A material decline in prices could result in a
reduction of Rubellite's net production revenue. The economics of producing from some wells may change because of lower prices,
which could result in reduced production of oil or natural gas and a reduction in the volumes and the value of Rubellite's reserves.
Rubellite might also elect not to produce from certain wells at lower prices. Any substantial and extended decline in the price of oil
and natural gas would have an adverse effect on Rubellite's carrying value of its reserves, borrowing capacity, revenues,
profitability and cash flows from operations and may have a material adverse effect on Rubellite's business, financial condition,
results of operations and prospects.
See "Industry Conditions – Transportation Constraints and Marketing" and "Risk Factors – Weakness and Volatility in the Oil and
Natural Gas Industry".
Volatile oil and natural gas prices make it difficult to estimate the value of producing properties for acquisitions and often cause
disruption in the market for oil and natural gas producing properties, as buyers and sellers have difficulty agreeing on such value.
Price volatility also makes it difficult to budget for, and project the return on, acquisitions and development and exploitation projects.
Market Price
The trading price of the Rubellite Shares may be adversely affected by factors related and unrelated to the oil and natural
gas industry
The trading price of the securities of oil and natural gas issuers is subject to substantial volatility often based on factors related and
unrelated to the financial performance or prospects of the issuers involved. Factors unrelated to Rubellite's performance could
include macroeconomic developments nationally, within North America or globally, domestic and global commodity prices, and/or
current perceptions of the oil and natural gas market. In recent years, the volatility of commodities has increased due, in part, to
the implementation of computerized trading and the decrease of discretionary commodity trading. In addition, the volatility, trading
volume and share price of issuers have been impacted by increasing investment levels in passive funds that track major indices,
as such funds only purchase securities included in such indices. In addition, in certain jurisdictions, institutions, including
government sponsored entities, have determined to decrease their ownership in oil and natural gas entities which may impact the
liquidity of certain securities and put downward pressure on the trading price of those securities. Similarly, the market price of the
Rubellite Shares could be subject to significant fluctuations in response to variations in Rubellite's operating results, financial
condition, liquidity and other internal factors. Accordingly, the price at which the Rubellite Shares will trade cannot be accurately
predicted.
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Failure to Realize Anticipated Benefits of Acquisitions and Dispositions
The anticipated benefits of acquisitions may not be achieved and Rubellite may dispose of non-core assets for less than
their carrying value on the financial statements as a result of weak market conditions
Rubellite will consider acquisitions and dispositions of businesses and assets in the ordinary course of business. Achieving the
benefits of acquisitions depends on successfully consolidating functions and integrating operations and procedures in a timely and
efficient manner and Rubellite's ability to realize the anticipated growth opportunities and synergies from combining the acquired
businesses and operations with those of Rubellite. The integration of acquired businesses and assets may require substantial
management effort, time and resources diverting management's focus from other strategic opportunities and operational matters.
Management continually assesses the value and contribution of services provided by third parties and the resources required to
provide such services. In this regard, non-core assets may be periodically disposed of so Rubellite can focus its efforts and
resources more efficiently. Depending on the market conditions for such non-core assets, certain non-core assets of Rubellite may
realize less on disposition than their carrying value on the financial statements of Rubellite.
Political Uncertainty
Rubellite's business may be adversely affected by recent political and social events and decisions made in Canada, the
United States, Europe and elsewhere
In the last several years, the United States and certain European countries have experienced significant political events that have
cast uncertainty on global financial and economic markets. During its tenure, the former American administration withdrew the
United States from the Trans-Pacific Partnership and passed sweeping tax reform, which, among other things, significantly reduced
U.S. corporate tax rates. This has affected the competitiveness of other jurisdictions, including Canada. The former U.S.
administration also took action to reduce regulation, which affected relative competitiveness of other jurisdictions.
In addition, the USMCA, which replaced the former NAFTA was ratified on July 1, 2020 and may impact Rubellite's business. See
"Industry Conditions – The North American Trade Agreement and Other Trade Agreements".
The newly-inaugurated Biden administration in the U.S. has indicated that it will roll-back certain policies of the former
administration, and has taken action to cancel TC Energy Corporation's Keystone X.L. pipeline permit. While it is unclear which
other legislation or policies of the former Trump administration will be rolled-back and if such roll-backs will be a priority of the new
administration in light of the ongoing COVID-19 pandemic, any future actions taken by the new U.S. administration could have a
negative impact on the Canadian economy and on the businesses, financial conditions, results of operations and the valuation of
Canadian oil and natural gas companies, including Rubellite.
In addition to the changing political landscape in the United States, the impact of the United Kingdom's exit from the European
Union are slowly emerging and some impacts may not become apparent for some time. Some European countries have also
experienced the rise of anti-establishment political parties and public protests held against open-door immigration policies, trade
and globalization. Conflict and political uncertainty also continues to progress in the Middle East. To the extent that certain political
actions taken in North America, Europe and elsewhere in the world result in a marked decrease in free trade, access to personnel
and freedom of movement, it could have an adverse effect on Rubellite's ability to market its products internationally, increase
costs for goods and services required for Rubellite's operations, reduce access to skilled labour and negatively impact Rubellite's
business, operations, financial conditions and the market value of the Rubellite Shares.
A change in federal, provincial or municipal governments in Canada may have an impact on the directions taken by such
governments on matters that may impact the oil and natural gas industry including the balance between economic development
and environmental policy.
The federal Government was re-elected in 2019, but in a minority position. The ability of the minority federal government to pass
legislation will be subject to whether it is able to come to agreement with, and garner the support of, the other elected parties, most
of whom are opposed to the development of the oil and natural gas industry. The minority federal government will also be required
to rely on the support of the other elected parties to remain in power, which provides less stability and may lead to an earlier
subsequent federal election. Lack of political consensus, at both the federal and provincial level, continues to create regulatory
uncertainty, the effects of which become apparent on an ongoing basis, particularly with respect to carbon pricing regimes,
curtailment of crude oil production and transportation and export capacity, and may affect the business of participants in the oil
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and natural gas industry. See "Industry Conditions – Climate Change Regulation", "Industry Conditions – Transportation
Constraints and Market Access", "Industry Conditions – Curtailment" and "Industry Conditions – The North American Free Trade
Agreement and other Trade Agreements".
The oil and natural gas industry has become an increasingly politically polarizing topic in Canada, which has resulted in a rise in
civil disobedience surrounding oil and natural gas development—particularly with respect to infrastructure projects. Protests,
blockades and demonstrations have the potential to delay and disrupt Rubellite's activities.
Operational Dependence
The successful operation of a portion of Rubellite's properties is dependent on third parties
Other companies are involved in the operational activities of the assets in which Rubellite has an interest. Rubellite has limited
ability to exercise influence over such activities or their associated costs, which could adversely affect Rubellite's financial
performance. Rubellite's return on assets depends upon a number of factors that may be outside of Rubellite's control, including,
but not limited to, the timing and amount of capital expenditures, other companies' expertise and financial resources, the approval
of other participants, the selection of technology and risk management practices.
In addition, due to volatile commodity prices, many companies, including companies that may be involved in the operational
activities of the assets in which Rubellite has an interest, may be in financial difficulty, which could impact their ability to fund and
pursue capital expenditures, carry out their operations in a safe and effective manner and satisfy regulatory requirements with
respect to abandonment and reclamation obligations. If companies that are involved in the operational activities of the assets in
which Rubellite has an interest fail to satisfy regulatory requirements with respect to abandonment and reclamation obligations,
Rubellite may be required to satisfy such obligations and to seek reimbursement from such companies. To the extent that any of
such companies go bankrupt, become insolvent or make a proposal or institute any proceedings relating to bankruptcy or
insolvency, it could result in such assets being shut-in, Rubellite potentially becoming subject to additional liabilities relating to such
assets and Rubellite having difficulty collecting revenue due from such operators or recovering amounts owing to Rubellite from
such companies for their share of abandonment and reclamation obligations. Any of these factors could have a material adverse
affect on Rubellite's financial and operational results. See "Industry Conditions – Liability Management Rating Program" and "Risk
Factors – Third Party Credit Risk".
Project Risks
The success of Rubellite's operations may be negatively impacted by factors outside of its control resulting in operational
delays and cost overruns
Rubellite manages a variety of small and large projects in the conduct of its business. Project interruptions may delay expected
revenues from operations. Significant project cost overruns could make a project uneconomic. Rubellite's ability to execute projects
and to market oil and natural gas depends upon numerous factors beyond Rubellite's control, including:
•
•
•
•
•
•
•
•
•
•
•
•

availability of processing capacity;
availability and proximity of pipeline capacity;
availability of storage capacity;
availability of, and the ability to acquire, water supplies needed for drilling and waterfloods or Rubellite's ability to
dispose of water used or removed from strata at a reasonable cost and in accordance with applicable environmental
regulations;
effects of inclement and severe weather events, including fire, drought and flooding;
availability of drilling and related equipment;
unexpected cost increases;
accidental events;
currency fluctuations;
regulatory changes;
availability and productivity of skilled labour; and
regulation of the oil and natural gas industry by various levels of government and governmental agencies.
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Because of these factors, Rubellite could be unable to execute projects on time, on budget, or at all.
Gathering and Processing Facilities, Pipeline Systems and Rail
Lack of capacity and/or regulatory constraints on gathering and processing facilities, pipeline systems and railway lines
may have a negative impact on Rubellite's ability to produce and sell its oil
Rubellite will deliver its products through gathering and processing facilities, pipeline systems and, in certain circumstances, by
rail. The amount of oil that Rubellite can produce and sell is subject to the accessibility, availability, proximity and capacity of these
gathering and processing facilities, pipeline systems and railway lines. The lack of firm pipeline capacity, production limits and
limits on availability of capacity in gathering and processing facilities continues to affect the oil and natural gas industry and limits
the ability to transport produced oil to market. However, in early 2020, the legal challenges to Cabinet's approval of the Trans
Mountain Pipeline expansion were dismissed, and construction on the pipeline expansion is underway. See "Industry Conditions
– Transportation Constraints and Market Access" and "Industry Conditions – Curtailment". In addition, the pro-rationing of capacity
on inter-provincial pipeline systems continues to affect the ability of oil and natural gas companies to export oil and natural gas,
and could result in Rubellite's inability to realize the full economic potential of its products or in a reduction of the price offered for
Rubellite's production. Unexpected shut downs or curtailment of capacity of pipelines for maintenance or integrity work or because
of actions taken by regulators could also affect Rubellite's production, operations and financial results. As a result, producers have
considered rail lines as an alternative means of transportation. Announcements and actions taken by the federal government and
the provincial governments of British Columbia, Alberta and Quebec relating to approval of infrastructure projects may continue to
intensify, leading to increased challenges to interprovincial and international infrastructure projects moving forward. In August 2019,
the Canadian Energy Regulator Act and the Impact Assessment Act came into force, resulting in changes to the federal regulation
and associated environmental assessments of major projects. See "Industry Conditions – Regulatory Authorities and
Environmental Regulation". The impact of the new federal regulatory scheme on proponents, and the timing for receipt of approvals,
of major projects is unclear.
In January 2021, U.S. President Biden took steps to cancel the presidential permit that had allowed the Keystone XL Pipeline to
operate across Canadian and American borders. It is unclear if challenges to the revocation of the permit will be successful and
what the direct impact of the loss of permit will be on Rubellite.
A portion of Rubellite's production may, from time to time, be processed through facilities owned by third parties and over which
Rubellite does not have control. From time to time, these facilities may discontinue or decrease operations either as a result of
normal servicing requirements or as a result of unexpected events. A discontinuation or decrease of operations could have a
material adverse effect on Rubellite's ability to process its production and deliver the same to market . Midstream and pipeline
companies may take actions to maximize their return on investment, which may in turn adversely affect producers and shippers,
especially when combined with a regulatory framework that may not always align with the interests of particular shippers.
Cost of New Technologies
Rubellite's ability to successfully implement new technologies into its operations in a timely and efficient manner will
affect its ability to compete
The petroleum industry is characterized by rapid and significant technological advancements and introductions of new products
and services utilizing new technologies. Other companies may have greater financial, technical and personnel resources that allow
them to implement and benefit from technological advantages. There can be no assurance that Rubellite will be able to respond
to such competitive pressures and implement such technologies on a timely basis, or at an acceptable cost. If Rubellite does
implement such technologies, there is no assurance that Rubellite will do so successfully. If Rubellite is unable to utilize the most
advanced commercially available technology, or is unsuccessful in implementing certain technologies, its business, financial
condition and results of operations could also be adversely affected in a material way.
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Alternatives to and Changing Demand for Petroleum Products

Changes to the demand for crude oil products and the rise of petroleum alternatives may negatively affect Rubellite's financial
condition, results of operations and cash flow
Fuel conservation measures, alternative fuel requirements, increasing consumer demand for alternatives to crude oil and
technological advances in fuel economy and renewable energy generation systems could reduce the demand for
crude oil.Recently, certain jurisdictions have implemented policies or incentives to decrease the use of hydrocarbons and
encourage the use of renewable fuel alternatives, which may lessen the demand for petroleum products and put
downward pressure on commodity prices. Advancements in energy efficient products have a similar effect on the demand
for crude oil products. Rubellite cannot predict the impact of changing demand for oil and natural gas products, and any
major changes may have a material adverse effect on Rubellite's business, financial condition, results of operations
and cash flow by decreasing Rubellite's profitability, increasing its costs, limiting its access to capital and decreasing the
value of its assets.
Regulatory
Modification to current, or implementation of additional, regulations may reduce the demand for crude oil and and/
or increase Rubellite's costs and/or delay planned operations
The implementation of new regulations or the modification of existing regulations affecting the oil and gas industry could
reduce demand for crude oil and increase Rubellite's costs, either of which may have a material adverse effect on Rubellite's
business, financial condition, results of operations and prospects. Further, the ongoing third party challenges to regulatory
decisions or orders has reduced the efficiency of the regulatory regime, as the implementation of the decisions and orders has
been delayed resulting in uncertainty and interruption to business of the oil and gas industry. See "Industry Conditions –
Regulatory Authorities and Environmental Regulation – Climate Change Regulations", "Industry Conditions – Curtailment"
and "Risk Factors – Liability Management".
In order to conduct crude oil operations, Rubellite will require regulatory permits, licenses, registrations, approvals and
authorizations from various governmental authorities at the municipal, provincial and federal level. There can be no assurance that
Rubellite will be able to obtain all of the permits, licenses, registrations, approvals and authorizations that may be required to
conduct operations that it may wish to undertake. In addition, certain federal legislation such as the Competition Act and
the Investment Canada Act could negatively affect Rubellite's business, financial condition and the market value of the Rubellite
Shares or the Clearwater Assets, particularly when undertaking, or attempting to undertake, acquisition or disposition activity. See
"Industry Conditions – Regulatory Authorities and Environmental Regulation – Liability Management Rating Programs".
Royalty Regimes
Changes to royalty regimes may negatively impact Rubellite's cash flows
There can be no assurance that the governments in the jurisdictions in which Rubellite has assets will not adopt new
royalty regimes, or modify the existing royalty regimes, which may have an impact on the economics of Rubellite's projects. An
increase in royalties would reduce Rubellite's earnings and could make future capital investments, or Rubellite's operations, less
economic. See "Industry Conditions – Royalties and Incentives".
Waterflood
Regulatory water use restrictions and/or limited access to water or other fluids may impact Rubellite's production
volumes from its waterflood
Rubellite undertakes or intends to undertake certain waterflooding programs, which involve the injection of water or other liquids
into an oil reservoir to increase production from the reservoir and to decrease production declines. To undertake
such waterflooding activities Rubellite needs to have access to sufficient volumes of water, or other liquids, to pump into the
reservoir to increase the pressure in the reservoir. There is no certainty that Rubellite will have access to the required
volumes of water. In addition, in certain areas there may be restrictions on water use for activities such as waterflooding.
If Rubellite is unable to access such water it may not be able to undertake waterflooding activities, which may reduce the amount
of crude oil that Rubellite is ultimately able to produce from its reservoirs. In addition, Rubellite may undertake certain
waterflood programs that ultimately prove unsuccessful in increasing production from the reservoir and as a result have
a negative impact on Rubellite's results of operations.
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Disposal of Fluids used in Operations
Re gulations regarding the disposal of fluids used in Rubellite's operations may increase its costs of compliance or
subject it to regulatory penalties or litigation
The safe disposal of water recovered from crude oil wells is subject to ongoing regulatory review by the federal and provincial
governments, including its effect on fresh water supplies and the ability of such water to be recycled, amongst other things. While
it is difficult to predict the impact of any regulations that may be enacted in response to such review, the implementation of stricter
regulations may increase Rubellite's costs of compliance.
Environmental
Compliance with environmental regulations requires the dedication of a portion of Rubellite's financial and operational
resources
All phases of the crude oil business present environmental risks and hazards and are subject to environmental regulation pursuant
to a variety of federal, provincial and local laws and regulations. Environmental legislation provides for, among other things, the
initiation and approval of new crude oil projects, restrictions and prohibitions on the spill, release or emission of various substances
produced in association with oil and natural gas industry operations. In addition, such legislation sets out the requirements with
respect to oilfield waste handling and storage, habitat protection and the satisfactory operation, maintenance, abandonment and
reclamation of well and facility sites. New environmental legislation at the federal and provincial levels may increase uncertainty
among oil and natural gas industry participants as the new laws are implemented, and the effects of the new rules and standards
are felt in the oil and natural gas industry. See "Industry Conditions – Exports from Canada", "Industry Conditions –
Regulatory Authorities and Environmental Regulation" and "Industry Conditions – Climate Change Regulation".
Compliance with environmental legislation can require significant expenditures and a breach of applicable environmental legislation
may result in the imposition of fines and penalties, some of which may be material. Environmental legislation is evolving in a
manner expected to result in stricter standards and enforcement, larger fines and liability and potentially increased capital
expenditures and operating costs. The discharge of oil, natural gas or other pollutants into the air, soil or water may give rise to
liabilities to governments and third parties and may require Rubellite to incur costs to remedy such discharge. Although Rubellite
believes that it will be in material compliance with current applicable environmental legislation, no assurance can be given that
environmental compliance requirements will not result in a curtailment of production or a material increase in the costs of
production, development or exploration activities or otherwise have a material adverse effect on Rubellite's business, financial
condition, results of operations and prospects.
Carbon Pricing Risk
Taxes on carbon emissions affect the demand for crude oil, Rubellite's operating expenses and may impair Rubellite's
ability to compete
The majority of countries across the globe have agreed to reduce their carbon emissions in accordance with the Paris Agreement.
In Canada, the federal government implemented legislation aimed at incentivizing the use of alternative fuels and in turn reducing
carbon emissions. The federal system applies in provinces and territories that request it to be implemented or are without their
own system that meets federal standards. The federal regime was subject to a number of court challenges by Alberta,
Saskatchewan and Ontario. The final decision from the Supreme Court of Canada is expected to be delivered sometime in 2021.
See "Industry Conditions – Regulatory Authorities and Environmental Regulation – Climate Change Regulation". Any taxes placed
on carbon emissions may have the effect of decreasing the demand for crude oil products and at the same time, increasing
Rubellite's operating expenses, each of which may have a material adverse effect on Rubellite's profitability and financial condition.
Further, the imposition of carbon taxes puts Rubellite at a disadvantage with its counterparts who operate in jurisdictions where
there are less costly carbon regulations.
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Liability Management

Liability management programs enacted by regulators in the western provinces may prevent or interfere with Rubellite's ability to
acquire properties or require a substantial cash deposit with the regulator
Alberta, Saskatchewan and British Columbia have developed liability management programs designed to prevent taxpayers from
incurring costs associated with suspension, abandonment, remediation and reclamation of wells, facilities and pipelines in the
event that a licensee or permit holder is unable to satisfy its regulatory obligations. Changes to the AB LMR Program administered
by the AER are currently underway. In July 2020, the Government of Alberta announced that the AB LMR and associated programs
will be replaced by the AB LMF. Other changes to the requirements of liability management programs may result in significant
increases to Rubellite's compliance obligations. The impact and consequences of the Supreme Court of Canada's decision in
Redwater on the AER's rules and policies, lending practices in the crude oil sector and on the nature and determination of secured
lenders to take enforcement proceedings are expected to evolve as the consequences of the decision are evaluated and
considered by regulators, lenders and receivers/trustees. As a result of the decision, the Government of Alberta implemented the
Liabilities Management Statutes and Amendment Act, which places the financial burden of a defunct licensee's abandonment and
reclamation obligations on the working interest partners of the defunct Licensee and may order the AER's Orphan Fund to
assume custody of wells or sites without a responsible owner to expedite the cleanup process.
In addition, the AB LMF may prevent or interfere with Rubellite's ability to acquire or dispose of assets, as both the vendor and the
purchaser of crude oil assets must be in compliance with the liability management programs (both before and after the transfer
of the assets) for the applicable regulatory agency to allow for the transfer of such assets. This is of particular concern to junior
oil and natural gas companies that may be disproportionately affected by price instability. See "Industry Conditions –
Regulatory Authorities and Environmental Regulation – Liability Management Rating Programs".
Climate Change
Climate change may pose varied and far ranging risks to the business and operations of Rubellite, both known and
unknown, that may adversely affect Rubellite's business, financial condition, results of operations, prospects, reputation
and share price
Chronic Climate Change Risks
Rubellite's exploration and production facilities and other operations and activities emit GHG which may require Rubellite to comply
with federal and/or provincial greenhouse gas emissions legislation. Climate change policy is evolving at regional, national and
international levels, and political and economic events may significantly affect the scope and timing of climate change measures
that are ultimately put in place to prevent climate change or mitigate its effects. The direct or indirect costs of compliance with
GHG-related regulations may have a material adverse effect on Rubellite's business, financial condition, results of operations and
prospects. Some of Rubellite's facilities may ultimately be subject to future regional, provincial and/or federal climate change
regulations to manage GHG emissions
Climate change has been linked to long-term shifts in climate patterns, including sustained higher temperatures. As the level of
activity in the Canadian oil and natural gas industry is influenced by seasonal weather patterns, long-term shifts in climate patterns
pose the risk of exacerbating operational delays and other risks posed by seasonal weather patterns. See "Risk Factors –
Seasonality". In addition, long-term shifts in weather patterns such as water scarcity, increased frequency of storm and fire and
prolonged heat waves may, among other things, require Rubellite to incur greater expenditures (time and capital) to deal with the
challenges posed by such changes to its premises, operations, supply chain, transport needs, and employee safety.
Concerns about climate change have resulted in a number of environmental activists and members of the public opposing the
continued exploitation and development of hydrocarbons which has influenced investors' willingness to invest in the oil and natural
gas industry. Historically, political and legal opposition to the hydrocarbon industry focused on public opinion and the regulatory
process. More recently, however, there has been a movement to more directly hold governments and oil and natural gas companies
responsible for climate change through climate litigation. In recent years, climate change advocacy groups have attempted to bring
legal action against various levels of government for climate-related harms.
Given the evolving nature of climate change policy and the control of GHG and resulting requirements, it is expected that current
and future climate change regulations will have the effect of increasing Rubellite's operating expenses, and, in the long-term,
potentially reducing the demand for crude oil production, resulting in a decrease in Rubellite's profitability and a reduction in the
value of its assets or requiring asset impairments for financial statement purposes. See "Industry Conditions – Regulatory
Authorities and Environmental Regulation – Climate Change Regulation", "Risk Factors – Non-Governmental Organizations", "Risk
Factors – Reputational Risk Associated with Rubellite's Operations" and "Risk Factors – Changing Investor Sentiment".
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Acute Climate Change Risk
Climate change has been linked to extreme weather conditions. Extreme hot and cold weather, heavy snowfall, heavy rainfall and
wildfires may restrict Rubellite's ability to access its properties, cause operational difficulties including damage to machinery and
facilities. Extreme weather also increases the risk of personnel injury as a result of dangerous working conditions. Certain of
Rubellite's assets are located in locations that are proximate to forests and/or rivers and a wildfire or flood may lead to significant
downtime and/or damage to such assets.
Moreover, extreme weather conditions may lead to disruptions in Rubellite's ability to transport produced crude oil as well as goods
and services in its supply chain.
Seasonality
Crude oil operations are subject to seasonal weather conditions and Rubellite may experience significant operational
delays as a result
The level of activity in the Canadian oil and natural gas industry is influenced by seasonal weather patterns. Wet weather and
spring thaw may make the ground unstable which prevents, delays or makes operations more difficult. Consequently, municipalities
and provincial transportation departments may enforce road bans that restrict the movement of rigs and other heavy equipment,
thereby reducing activity levels. Road bans and other restrictions generally result in a reduction of drilling and exploratory activities
and may also result in the shut-in of some of Rubellite's production if not otherwise tied-in. Certain of Rubellite's crude oil producing
areas are located in areas that are inaccessible other than during the winter months because the ground surrounding the sites in
these areas consists of impassable muskeg.
Variations in Foreign Exchange Rates and Interest Rates
Variations in foreign exchange rates and interest rates could adversely affect Rubellite's financial condition
World crude oil prices are quoted in United States dollars. The Canadian/United States dollar exchange rate, which fluctuates over
time, consequently affects the price received by Canadian producers of crude oil. Material increases in the value of the Canadian
dollar relative to the United States dollar will negatively affect Rubellite's production revenues. Accordingly, exchange rates
between Canada and the United States could affect the future value of Rubellite's reserves as determined by independent
evaluators. Although a low value of the Canadian dollar relative to the United States dollar may positively affect the price Rubellite
receives for its crude oil production, it could also result in an increase in the price for certain goods used for Rubellite's operations,
which may have a negative impact on Rubellite's financial results.
To the extent that Rubellite engages in risk management activities related to foreign exchange rates, there is a credit risk associated
with counterparties with which Rubellite may contract.
An increase in interest rates could result in a significant increase in the amount Rubellite pays to service debt, resulting in a reduced
amount available to fund its exploration and development activities, and if applicable, the cash available for dividends. Such an
increase could also negatively impact the market price of the Rubellite Shares.
Substantial Capital Requirements
Rubellite's access to capital may be limited or restricted as a result of factors related and unrelated to it, impacting its
ability to conduct future operations and acquire and develop reserves
Rubellite anticipates making substantial capital expenditures for the acquisition, exploration, development and production of crude
oil reserves in the future. As future capital expenditures will be financed out of cash generated from operations, borrowings and
possible future equity sales, Rubellite's ability to do so is dependent on, among other factors:
•

the overall state of the capital markets;

•

commodity prices;
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•

interest rates;

•

royalty rates;

•

tax burden due to current and future tax laws; and

•

investor appetite for investments in the energy industry and Rubellite's securities in particular.

See "Industry Conditions – Royalties and Incentives".
Further, if Rubellite's revenues or reserves decline, it may not have access to the capital necessary to undertake or complete future
drilling programs. The conditions in, or affecting, the oil and natural gas industry have negatively impacted the ability of oil and
natural gas companies, including Rubellite, to access additional financing and/or the cost thereof. There can be no assurance that
debt or equity financing, or cash generated by operations will be available or sufficient to meet these requirements or for other
corporate purposes or, if debt or equity financing is available, that it will be on terms acceptable to Rubellite. Rubellite may be
required to seek additional equity financing on terms that are highly dilutive to Rubellite Shareholders. The inability of Rubellite to
access sufficient capital for its operations could have a material adverse effect on Rubellite's business financial condition, results
of operations and prospects.
Additional Funding Requirements
Rubellite may require additional financing, from time to time, to fund the acquisition, exploration and development of
properties and its ability to obtain such financing in a timely fashion and on acceptable terms may be negatively impacted
by the current economic and global market volatility
Rubellite's cash flow from its reserves may not be sufficient to fund its ongoing activities at all times and, from time to time, Rubellite
may require additional financing in order to carry out its crude oil acquisition, exploration and development activities. Failure to
obtain financing on a timely basis could cause Rubellite to forfeit its interest in certain properties, miss certain acquisition
opportunities and reduce or terminate its operations. Due to the conditions in the oil and natural gas industry and/or global economic
and political volatility, Rubellite may, from time to time, have restricted access to capital and increased borrowing costs. The current
conditions in the oil and natural gas industry have negatively impacted the ability of oil and natural gas companies to access, or
the cost of, additional financing.
As a result of global economic and political conditions and the domestic lending landscape, Rubellite may, from time to time, have
restricted access to capital and increased borrowing costs. Failure to obtain suitable financing on a timely basis could cause
Rubellite to forfeit its interest in certain properties, miss certain acquisition opportunities and reduce or terminate its operations. If
Rubellite's revenues from its reserves decrease as a result of lower crude oil prices or otherwise, it will affect Rubellite's ability to
expend the necessary capital to replace its reserves or to maintain its production. To the extent that external sources of capital
become limited, unavailable or available on onerous terms, Rubellite's ability to make capital investments and maintain existing
assets may be impaired, and its assets, liabilities, business, financial condition and results of operations may be affected materially
and adversely as a result. In addition, the future development of Rubellite's petroleum properties may require additional financing
and there are no assurances that such financing will be available or, if available, will be available upon acceptable terms.
Alternatively, any available financing may be highly dilutive to existing Rubellite Shareholders. Failure to obtain any financing
necessary for Rubellite's capital expenditure plans may result in a delay in development or production on Rubellite's properties.
Credit Facility Arrangements
Failing to comply with covenants under Rubellite's credit facility could result in restricted access to additional capital or
being required to repay all amounts owing thereunder
Rubellite will enter into a credit facility and the amount authorized thereunder will be dependent on the borrowing base determined
by its lenders from time to time. Rubellite will be required to comply with covenants under its credit facility which may, in certain
cases, include certain financial ratio tests, which, from time to time, either affect the availability, or price, of additional funding and
in the event that Rubellite does not comply with these covenants, Rubellite's access to capital could be restricted or repayment
could be required. Events beyond Rubellite's control may contribute to the failure of Rubellite to comply with such covenants. A
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failure to comply with covenants could result in default under Rubellite's credit facility, which could result in Rubellite being required
to repay amounts owing thereunder. The acceleration of Rubellite's indebtedness under one agreement may permit acceleration
of indebtedness under other agreements that contain cross default or cross-acceleration provisions. In addition, Rubellite's credit
facility may impose operating and financial restrictions on Rubellite that could include restrictions on, the payment of dividends,
repurchase or making of other distributions with respect to Rubellite's securities, incurring of additional indebtedness, the provision
of guarantees, the assumption of loans, making of capital expenditures, entering into of amalgamations, mergers, take-over bids
or disposition of assets, among others.
The Supreme Court of Canada's decision in Redwater has give rise to new covenants and restrictions under Rubellite's credit
facilities, should LMR levels fall below existing agreed-upon thresholds, including further limitations on asset dispositions and
acquisitions. Rubellite may also be required to provide additional reporting to its lenders regarding its existing and/or budgeted
abandonment and reclamation obligations, its decommissioning expenses, its LMR and/or any notices or orders received from an
energy regulator in any applicable province. See also "Industry Conditions – Regulatory Authorities and Environmental Regulation
– Liability Management Rating Programs".
Issuance of Debt
Increased debt levels may impair Rubellite's ability to borrow additional capital on a timely basis to fund opportunities as
they arise
From time to time, Rubellite may enter into transactions to acquire assets or shares of other entities. These transactions may be
financed in whole, or in part, with debt, which may increase Rubellite's debt levels above industry standards for oil and natural gas
companies of similar size. Depending on future exploration and development plans, Rubellite may require additional debt financing
that may not be available or, if available, may not be available on favourable terms. Neither Rubellite's articles nor its by-laws limit
the amount of indebtedness that Rubellite may incur. The level of Rubellite's indebtedness from time to time could impair Rubellite's
ability to obtain additional financing on a timely basis to take advantage of business opportunities that may arise.
Hedging
Hedging activities expose Rubellite to the risk of financial loss and counter-party risk
From time to time, Rubellite may enter into agreements to receive fixed prices on its crude oil production to offset the risk of revenue
losses if commodity prices decline. However, to the extent that Rubellite engages in price risk management activities to protect
itself from commodity price declines, it may also be prevented from realizing the full benefits of price increases above the levels of
the derivative instruments used to manage price risk. In addition, Rubellite's hedging arrangements may expose it to the risk of
financial loss in certain circumstances, including instances in which:
•

production falls short of the hedged volumes or prices fall significantly lower than projected;

•

there is a widening of price-basis differentials between delivery points for production and the delivery point assumed
in the hedge arrangement;

•

counterparties to the hedging arrangements or other price risk management contracts fail to perform under those
arrangements; or

•

a sudden unexpected event materially impacts crude oil prices.

Similarly, from time to time, Rubellite may enter into agreements to fix the exchange rate of Canadian to United States dollars or
other currencies in order to offset the risk of revenue losses if the Canadian dollar increases in value compared to other currencies.
However, if the Canadian dollar declines in value compared to such fixed currencies, Rubellite will not benefit from the fluctuating
exchange rate.
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Availability and Cost of Material and Equipment
Restrictions on the availability and cost of materials and equipment may impede Rubellite's exploration, development
and operating activities
Crude oil exploration, development and operating activities are dependent on the availability and cost of specialized materials and
equipment (typically leased from third parties) in the areas where such activities are conducted. The availability of such material
and equipment is limited. An increase in demand or cost, or a decrease in the availability of such materials and equipment may
impede Rubellite's exploration, development and operating activities.
Diluent Supply
A decrease in, or restriction in access to, diluent supply may increase Rubellite's estimated operating costs
Heavy oil and bitumen are characterized by high specific gravity or weight and high viscosity or resistance to flow. Diluent is
required to facilitate the transportation of heavy oil and bitumen. A shortfall in the supply of diluent, or a restriction in access to
diluent, may cause its price to increase, increasing the cost to transport heavy oil and bitumen to market. An increase to the cost
of bringing heavy oil and bitumen to market may increase Rubellite's overall estimated operating cost and result in decreased net
revenues, negatively impacting the overall profitability of Rubellite's heavy oil and bitumen projects.
Title to and Right to Produce from Assets
Defects in the title or rights to produce Rubellite's properties may result in a financial loss
Rubellite's actual title to and interest in the Clearwater Assets, and its right to produce and sell the crude oil therefrom, may vary
from Rubellite's records. In addition, there may be valid legal challenges or legislative changes that affect Rubellite's title to and
right to produce from its crude oil properties, which could impair Rubellite's activities and result in a reduction of the revenue
received by Rubellite.
If a defect exists in the chain of title or in Rubellite's right to produce, or a legal challenge or legislative change arises, it is possible
that Rubellite may lose all, or a portion of, the properties to which the title defect relates and/or its right to produce from such
properties. This may have a material adverse effect on Rubellite's business, financial condition, results of operations and prospects.
Reserves Estimates
Rubellite's estimated reserves are based on numerous factors and assumptions which may prove incorrect and which
may affect Rubellite
There are numerous uncertainties inherent in estimating reserves and the future cash flows attributed to such reserves. The
reserves and associated cash flow information set forth in this document are estimates only. Generally, estimates of economically
recoverable crude oil reserves (including the breakdown of reserves by product type) and the future net cash flows from such
estimated reserves are based upon a number of variable factors and assumptions, such as:
•

historical production from properties;

•

production rates;

•

ultimate reserve recovery;

•

timing and amount of capital expenditures;

•

marketability of crude oil;

•

royalty rates; and

•

the assumed effects of regulation by governmental agencies and future operating costs (all of which may vary
materially from actual results).
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For those reasons, estimates of the economically recoverable crude oil reserves attributable to any particular group of properties,
classification of such reserves based on risk of recovery and estimates of future net revenues associated with reserves prepared
by different engineers, or by the same engineers at different times may vary. Rubellite's actual production, revenues, taxes and
development and operating expenditures with respect to its reserves will vary from estimates and such variations could be material.
The estimation of proved reserves that may be developed and produced in the future is often based upon volumetric calculations
and upon analogy to similar types of reserves rather than actual production history. Recovery factors and drainage areas are often
estimated by experience and analogy to similar producing pools. Estimates based on these methods are generally less reliable
than those based on actual production history. Subsequent evaluation of the same reserves based upon production history and
production practices will result in variations in the estimated reserves and such variations could be material.
In accordance with applicable securities laws, Rubellite's independent reserves evaluator has used forecast prices and costs in
estimating the reserves and future net cash flows as summarized herein. Actual future net cash flows will be affected by other
factors, such as actual production levels, supply and demand for crude oil, curtailments or increases in consumption by oil and
natural gas purchasers, changes in governmental regulation or taxation and the impact of inflation on costs.
Actual production and cash flows derived from Rubellite's crude oil reserves will vary from the estimates contained in the reserve
evaluation, and such variations could be material. The reserve evaluation is based in part on the assumed success of activities
Rubellite intends to undertake in future years. The reserves and estimated cash flows to be derived therefrom and contained in
the reserve evaluation will be reduced to the extent that such activities do not achieve the level of success assumed in the reserve
evaluation. The reserve evaluation is effective as of a specific effective date and, except as may be specifically stated, has not
been updated and therefore does not reflect changes in Rubellite's reserves since that date.
Insurance
Not all risks of conducting crude oil opportunities are insurable and the occurrence of an uninsurable event may have a
materially adverse effect on Rubellite
Rubellite's involvement in the exploration for and development of crude oil properties may result in Rubellite becoming subject to
liability for pollution, blowouts, leaks of sour gas, property damage, personal injury or other hazards. Although Rubellite will maintain
insurance in accordance with industry standards to address certain of these risks, such insurance has limitations on liability and
may not be sufficient to cover the full extent of such liabilities. In addition, certain risks are not, in all circumstances, insurable or,
in certain circumstances, Rubellite may elect not to obtain insurance to deal with specific risks due to the high premiums associated
with such insurance or other reasons. The payment of any uninsured liabilities would reduce the funds available to Rubellite. The
occurrence of a significant event that Rubellite is not fully insured against, or the insolvency of the insurer of such event, may have
a material adverse effect on Rubellite's business, financial condition, results of operations and prospects.
Non-Governmental Organizations
Rubellite's properties may be subject to action by non-governmental organizations or terrorist attack
The crude oil exploration, development and operating activities conducted by Rubellite may, at times, be subject to public
opposition. Such public opposition could expose Rubellite to the risk of higher costs, delays or even project cancellations due to
increased pressure on governments and regulators by special interest groups including Indigenous groups, landowners,
environmental interest groups (including those opposed to crude oil production operations) and other non-governmental
organizations, blockades, legal or regulatory actions or challenges, increased regulatory oversight, reduced support from the
federal, provincial or municipal governments, delays in, challenges to, or the revocation of regulatory approvals, permits and/or
licenses, and direct legal challenges, including the possibility of climate-related litigation. See "Industry Conditions – Transportation
Constraints and Market Access". There is no guarantee that Rubellite will be able to satisfy the concerns of the special interest
groups and non-governmental organizations and attempting to address such concerns may require Rubellite to incur significant
and unanticipated capital and operating expenditures.
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Reputational Risk Associated with Rubellite's Operations

Rubellite will rely on its reputation to continue its operations and to attract and retain investors and employees
Rubellite's business, operations or financial condition may be negatively impacted as a result of any negative public opinion
towards Rubellite or as a result of any negative sentiment toward, or in respect of, Rubellite's reputation with stakeholders,
special interest groups, political leadership, the media or other entities. Public opinion may be influenced by certain media and
special interest groups' negative portrayal of the industry in which Rubellite operates as well as their opposition to certain
crude oil projects. Potential impacts of negative public opinion or reputational issues may include delays or interruptions in
operations, legal or regulatory actions or challenges, blockades, increased regulatory oversight, reduced support for, delays in,
challenges to, or the revocation of regulatory approvals, permits and/or licenses and increased costs and/or cost overruns.
Rubellite's reputation and public opinion could also be impacted by the actions and activities of other companies operating in the oil
and natural gas industry, particularly other producers, over which Rubellite has no control. Similarly, Rubellite's reputation
could be impacted by negative publicity related to loss of life, injury or damage to property and environmental damage caused by
Rubellite's operations. In addition, if Rubellite develops a reputation of having an unsafe work site, it may impact the ability of
Rubellite to attract and retain the necessary skilled employees and consultants to operate its business. Opposition from special
interest groups opposed to oil and natural gas development and the possibility of climate related litigation against governments
and hydrocarbon companies may impact Rubellite's reputation. See "Risk Factors – Climate Change".
Reputational risk cannot be managed in isolation from other forms of risk. Credit, market, operational, insurance, regulatory and
legal risks, among others, must all be managed effectively to safeguard Rubellite's reputation. Damage to Rubellite's reputation
could result in negative investor sentiment towards Rubellite, which may result in limiting Rubellite's access to capital, increasing
the cost of capital, and decreasing the price and liquidity of Rubellite's securities.
Changing Investor Sentiment
Changing investor sentiment towards the oil and natural gas industry may impact Rubellite's access to, and cost of,
capital
A number of factors, including the effects of the use of hydrocarbons on climate change, the impact of oil and natural gas operations
on the environment, environmental damage relating to spills of petroleum products during production and transportation
and Indigenous rights, have affected certain investors' sentiments towards investing in the oil and natural gas industry. As a
result of these concerns, some institutional, retail and governmental investors have announced that they no longer are willing to
fund or invest in oil and natural gas properties or companies, or are reducing the amount thereof over time. In addition, certain
institutional investors are requesting that issuers develop and implement more robust social, environmental and governance
policies and practices. Developing and implementing such policies and practices can involve significant costs and will require a
significant time commitment from the Rubellite Board, management and future employees of Rubellite. Failing to implement
the policies and practices, as requested by institutional investors, may result in such investors reducing their investment in
Rubellite, or not investing in Rubellite at all. Any reduction in the investor base interested or willing to invest in the oil and
natural gas industry and more specifically, Rubellite, may result in limiting Rubellite's access to capital, increasing the cost of
capital, and decreasing the price and liquidity of Rubellite's securities even if Rubellite's operating results, underlying asset
values or prospects have not changed. Additionally, these factors, as well as other related factors, may cause a decrease in the
value of Rubellite's asset which may result in an impairment change.
Dilution
Rubellite may issue additional Rubellite Shares, diluting the Rubellite Shareholders after the completion of the
Arrangement
Rubellite may make future acquisitions or enter into financings or other transactions involving the issuance of securities of Rubellite,
which may be dilutive to the Rubellite Shareholders.
Management of Growth
Rubellite may not be able to effectively manage the growth of its business
Rubellite may be subject to growth related risks including capacity constraints and pressure on its internal systems and controls.
The ability of Rubellite to manage growth effectively will require it to continue to implement and improve its operational and financial
systems and to expand, train and manage its employee base. If Rubellite is unable to deal with this growth, it may have a material
adverse effect on Rubellite's business, financial condition, results of operations and prospects.
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Expiration of Licenses and Leases
Rubellite, or its working interest partners, may fail to meet the requirements of a licence or lease, causing its termination
or expiry
Rubellite's properties are held in the form of licences and leases and working interests in licences and leases. If Rubellite, or the
holder of the licence or lease, fails to meet the specific requirement of a licence or lease, the licence or lease may terminate or
expire. There can be no assurance that any of the obligations required to maintain each licence or lease will be met. The termination
or expiration of Rubellite's licences or leases or the working interests relating to a licence or lease and the associated abandonment
and reclamation obligations may have a material adverse effect on Rubellite's business, financial condition, results of operations
and prospects.
Dividends
Rubellite does not intend to pay dividends initially and there is no assurance that it will do so in the future
Rubellite has not paid any dividends on its outstanding shares. Payment of dividends in the future will be dependent on, among
other things, cash flow, results of operations, financial condition of Rubellite, the need for funds to finance ongoing operations and
other considerations, as the Rubellite Board considers relevant.
Litigation
Rubellite may be involved in litigation in the course of its normal operations and the outcome of the litigation may
adversely affect Rubellite and its reputation
In the normal course of Rubellite's operations, it may become involved in, named as a party to, or be the subject of, various legal
proceedings, including regulatory proceedings, tax proceedings and legal actions. Potential litigation may develop in relation to
personal injuries (including resulting from exposure to hazardous substances, property damage, property taxes, land and access
rights, environmental issues, including claims relating to contamination or natural resource damages and contract disputes). The
outcome with respect to outstanding, pending or future proceedings cannot be predicted with certainty and may be determined
adversely to Rubellite and could have a material adverse effect on Rubellite's assets, liabilities, business, financial condition and
results of operations. Even if Rubellite prevails in any such legal proceedings, the proceedings could be costly and time-consuming
and may divert the attention of management and key personnel from business operations, which could have an adverse affect on
Rubellite's financial condition.
Indigenous Claims
Indigenous claims may affect Rubellite
Indigenous peoples have claimed Indigenous rights and title in portions of Western Canada. Rubellite is not aware that any claims
have been made in respect of the Clearwater Assets. However, if a claim arose and was successful, such claim may have a
material adverse effect on Rubellite's business, financial condition, results of operations and prospects. In addition, the process of
addressing such claims, regardless of the outcome, is expensive and time consuming and could result in delays in the construction
of infrastructure systems and facilities which could have a material adverse effect on Rubellite's business and financial results.
Breach of Confidentiality
Breach of confidentiality by a third party could impact Rubellite's competitive advantage or put it at risk of litigation
While discussing potential business relationships or other transactions with third parties, Rubellite may disclose confidential
information relating to its business, operations or affairs. Although confidentiality agreements are generally signed by third parties
prior to the disclosure of any confidential information, a breach could put Rubellite at competitive risk and may cause significant
damage to its business. The harm to Rubellite's business from a breach of confidentiality cannot presently be quantified, but may
be material and may not be compensable in damages. There is no assurance that, in the event of a breach of confidentiality,
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Rubellite will be able to obtain equitable remedies, such as injunctive relief, from a court of competent jurisdiction in a timely
manner, if at all, in order to prevent or mitigate any damage to its business that such a breach of confidentiality may cause.
Income Taxes
Taxation authorities may reassess Rubellite's tax returns
Rubellite intends to file all required income tax returns and believes that it is in full compliance with the provisions of the Tax Act
and all other applicable provincial tax legislation. However, such returns are subject to reassessment by the applicable taxation
authority. In the event of a successful reassessment of Rubellite, whether by re-characterization of exploration and development
expenditures or otherwise, such reassessment may have an impact on current and future taxes payable.
Income tax laws relating to the oil and natural gas industry, such as the treatment of resource taxation or dividends, may in the
future be changed or interpreted in a manner that adversely affects Rubellite. Furthermore, tax authorities having jurisdiction over
Rubellite may disagree with how Rubellite calculates its income for tax purposes or could change administrative practices to
Rubellite's detriment.
Third Party Credit Risk
Rubellite is exposed to credit risk of third party operators or partners of properties in which it has an interest
Rubellite may be exposed to third party credit risk through its contractual arrangements with its future joint venture partners,
marketers of its petroleum and natural gas production and other parties. In addition, Rubellite may be exposed to third party credit
risk from operators of properties in which Rubellite has a working or royalty interest. In the event such entities fail to meet their
contractual obligations to Rubellite, such failures may have a material adverse effect on Rubellite's business, financial condition,
results of operations and prospects. In addition, poor credit conditions in the industry, generally, and of Rubellite's joint venture
partners may affect a joint venture partner's willingness to participate in Rubellite's ongoing capital program, potentially delaying
the program and the results of such program until Rubellite finds a suitable alternative partner. To the extent that any of such third
parties go bankrupt, become insolvent or make a proposal or institute any proceedings relating to bankruptcy or insolvency, it could
result in Rubellite being unable to collect all or a portion of any money owing from such parties. Any of these factors could materially
adversely affect Rubellite's financial and operational results.
Reliance on a Skilled Workforce and Key Personnel
An inability to recruit and retain a skilled workforce and key personnel may negatively impact Rubellite
The operations and management of Rubellite require the recruitment and retention of a skilled workforce, including engineers,
technical personnel and other professionals. The loss of key members of such workforce, or a substantial portion of the workforce
as a whole, could result in the failure to implement Rubellite's business plans which could have a material adverse effect on
Rubellite's business, financial condition, results of operations and prospects.
Competition for qualified personnel in the oil and natural gas industry is intense and there can be no assurance that Rubellite will
be able to continue to attract and retain all personnel necessary for the development and operation of its business. Rubellite does
not have any key personnel insurance in effect. Contributions of the existing management team to the immediate and near term
operations of Rubellite are likely to be of central importance. If Rubellite is unable to: (i) retain current employees; (ii) maintain
successful consulting arrangements, including the MSA; and/or (iii) recruit new employees with the requisite knowledge and
experience, Rubellite could be negatively impacted. In addition, Rubellite could experience increased costs to retain and recruit
these professionals.
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Information Technology Systems and Cyber-Security

Breaches of Rubellite's cyber-security and loss of, or access to, electronic data may adversely impact Rubellite's operations
and financial position
Rubellite will be dependent upon the availability, capacity, reliability and security of our information technology infrastructure,
and its ability to expand and continually update this infrastructure, to conduct daily operations. Rubellite will depend on
various information technology systems to estimate reserve quantities, process and record financial data, manage Rubellite's
land base, manage financial resources, analyze seismic information, administer contracts with operators and lessees and
communicate with employees and third-party partners.
Further, Rubellite will be subject to a variety of information technology and system risks as a part of its operations including
potential breakdown, invasion, virus, cyber-attack, cyber-fraud, security breach, and destruction or interruption of Rubellite's
information technology systems by third parties or insiders. Unauthorized access to these systems by employees or third parties
could lead to corruption or exposure of confidential, fiduciary or proprietary information, interruption to communications or
operations or disruption to business activities or Rubellite's competitive position. In addition, cyber phishing attempts, in which a
malicious party attempts to obtain sensitive information such as usernames, passwords, and credit card details (and money) by
disguising as a trustworthy entity in an electronic communication, have become more widespread and sophisticated in recent
years. If Rubellite becomes a victim to a cyber phishing attack it could result in a loss or theft of Rubellite's financial resources or
critical data and information, or could result in a loss of control of Rubellite's technological infrastructure or financial resources.
Further, Rubellite's future employees may be targets of such cyber phishing attacks, as they will likely be targeted by parties using
fraudulent "spoof" emails to misappropriate information or to introduce viruses or other malware through "Trojan horse" programs
to Rubellite's computers. These emails appear to be legitimate emails, but direct recipients to fake websites operated by the sender
of the email or request recipients to send a password or other confidential information through email or to download malware.
The COVID-19 pandemic has increased cyber-attacks, including COVID-19 phishing emails, malware-embedded mobile apps
that purport to track infection rates, and targeting of vulnerabilities in remote access platforms as many companies continue to
operate with work from home arrangements.
Social Media
Rubellite faces compliance and supervisory challenges in respect of the use of social media as a means of
communicating with clients and the general public
Increasingly, social media is used as a vehicle to carry out cyber phishing attacks. Information posted on social media sites, for
business or personal purposes, may be used by attackers to gain entry into Rubellite's systems and obtain confidential information.
Despite these efforts, as social media continues to grow in influence and access to social media platforms becomes increasingly
prevalent, there are significant risks that Rubellite may not be able to properly regulate social media use and preserve adequate
records of business activities and client communications conducted through the use of social media platforms.
Expansion into New Activities
Expanding Rubellite's business exposes it to new risks and uncertainties
The operations and expertise of Rubellite's management are currently focused primarily on crude oil production, exploration and
development in the Clearwater play. In the future, Rubellite may acquire or move into new industry related activities or new
geographical areas and may acquire different energy-related assets; as a result, Rubellite may face unexpected risks or,
alternatively, its exposure to one or more existing risk factors may be significantly increased, which may in turn result in Rubellite's
future operational and financial conditions being adversely affected.
Forward-Looking Information
Forward-looking information may prove inaccurate
Rubellite Shareholders and prospective investors are cautioned not to place undue reliance on Rubellite's forward-looking
information. By its nature, forward-looking information involves numerous assumptions, known and unknown risks and
uncertainties, of both a general and specific nature, that could cause actual results to differ materially from those suggested by the
forward-looking information or contribute to the possibility that predictions, forecasts or projections will prove to be materially
inaccurate.
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Additional information on the risks, assumption and uncertainties are found under the heading "Note Regarding Forward-Looking
Statements" in this Appendix D.
AUDITORS, REGISTRAR AND TRANSFER AGENT
The auditors of Rubellite are KPMG LLP, Chartered Professional Accountants, Calgary, Alberta.
The registrar and transfer agent for Rubellite Shares, Rubellite Warrants and Rubellite Subscription Receipts is Odyssey, at its
principal offices in Calgary, Alberta and Toronto, Ontario.
INTERESTS OF EXPERTS
There is no person or company whose profession or business gives authority to a statement made by such person or company
and who is named as having prepared or certified a statement, report or valuation described or included in a filing, or referred to in
a filing, made under National Instrument 51-102 – Ongoing Requirements for Issuers and Insiders by Rubellite related to the
information provided herein other than McDaniel, Rubellite's independent engineering evaluator and KPMG LLP, Rubellite's
auditors. None of the principals of McDaniel had any registered or beneficial interests, direct or indirect, in any of Rubellite's
securities or other property or of Rubellite's associates or affiliates either at the time they prepared the statement, report or valuation
prepared by it, at any time thereafter or to be received by them. KPMG LLP are the auditors of Rubellite and have confirmed that
they are independent with respect to Rubellite within the meaning of the relevant rules and related interpretations prescribed by
the relevant professional bodies in Canada and any applicable legislation or regulations.
REPORTING REQUIREMENTS
Rubellite is not a reporting issuer or the equivalent thereof under the securities legislation in any jurisdiction in Canada, the United
States or elsewhere. Accordingly, Rubellite is not subject to the continuous reporting and disclosure requirements prescribed by
such securities legislation. Therefore, there is no requirement that Rubellite comply with such requirements, including, without
limitation, the requirements to provide prompt notification of material changes by way of press releases, to formally file disclosure
documents with applicable securities regulatory authorities or to prepare and file quarterly unaudited financial statements.

.

SCHEDULE A TO APPENDIX D
AUDITED CARVE-OUT FINANCIAL STATEMENTS OF THE CLEARWATER ASSETS FOR THE YEARS ENDED
DECEMBER 31, 2020, DECEMBER 31, 2019 AND DECEMBER 31, 2018 AND RELATED MANAGEMENT'S DISCUSSION
AND ANALYSIS
(See attached)

CARVE-OUT FINANCIAL STATEMENTS OF THE
CLEARWATER ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2020, DECEMBER 31, 2019 AND DECEMBER 31,
2018
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KPMG LLP
205 5th Avenue SW
Suite 3100
Calgary AB T2P 4B9
Tel (403) 691-8000
Fax (403) 691-8008
www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Perpetual Energy Inc.

Opinion
We have audited the carve-out financial statements of the Clearwater Assets, which
comprise:

•

the carve-out statements of financial position as at December 31, 2020, December 31,
2019 and December 31, 2018

•

the carve-out statements of net income and comprehensive income for the years then
ended

•

the carve-out statements of changes in owners’ net investment for the years then ended

•

the carve-out statements of cash flows for the years then ended

•

and notes to the carve-out financial statements, including a summary of significant
accounting policies

(Hereinafter referred to as the “financial statements”).
In our opinion, the accompanying financial statements present fairly, in all material
respects, the carve-out financial position of the Clearwater Assets as at December 31,
2020, December 31, 2019 and December 31, 2018 and the Clearwater Assets carve-out
financial performance and the Clearwater Assets carve-out cash flows for the years then
ended in accordance with International Financial Reporting Standards (IFRS) as issued by
the International Accounting Standards Board (IASB).

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
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our
auditors’ report.
We are independent of the Clearwater Assets and Perpetual Energy Inc., the operator of
the Clearwater Assets (“Clearwater Assets Operator”), in accordance with the ethical
requirements that are relevant to our audit of the financial statements in Canada and we
have fulfilled our other ethical responsibilities in accordance with these requirements.
KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. KPMG
Canada provides services to KPMG LLP.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Emphasis of Matter – Basis of Preparation
We draw attention to Notes 2, 3 and 4 to the financial statements which describes the basis
of preparation used in these financial statements and the purpose of the financial
statements.
Our opinion is not modified in respect of this matter.

Other Information
The Clearwater Assets Operator management is responsible for the other information.
Other information comprises:

•

the information included in Management’s Discussion and Analysis.

Our opinion on the financial statements does not cover the other information and we do not
and will not express any form of assurance conclusion thereon.
In connection with our audit of the 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 financial statements or our knowledge obtained in the
audit and remain alert for indications that the other information appears to be materially
misstated.
We obtained the information included in Management’s Discussion and Analysis as at the
date of this auditors’ report.
If, based on the work we have performed on this other information, we conclude that there
is a material misstatement of this other information, we are required to report that fact in
the auditors’ report.
We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance
for the Financial Statements
The Clearwater Assets Operator management is responsible for the preparation and fair
presentation of the financial statements in accordance with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board
(IASB), and for such internal control as the Clearwater Assets Operator management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.
In preparing the financial statements, the Clearwater Assets Operator management is
responsible for assessing the Clearwater Assets ability to continue as a going concern,
disclosing as applicable, matters related to going concern and using the going concern
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basis of accounting unless management either intends to liquidate the Clearwater Assets
or to cease operations, or has no realistic alternative but to do so.
Those charged with governance of the Clearwater Assets Operator are responsible for
overseeing the Clearwater Assets financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ 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 a 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 the 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:

•

Identify and assess the risks of material misstatement of the 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 Clearwater Assets internal control.

•

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

•

Conclude on the appropriateness of the Clearwater Assets Operator 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 Clearwater Assets ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in
our auditors’ report to the related disclosures in the financial statements or, if such
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disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditors’ report. However, future events
or conditions may cause the Clearwater Assets to cease to continue as a going
concern.

•

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

•

Communicate with those charged with governance of the Clearwater Assets Operator
regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

Chartered Professional Accountants
Calgary, Canada
August 4, 2021
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CLEARWATER ASSETS
Carve-Out Statements of Financial Position
As at

December 31, 2020

December 31, 2019

December 31, 2018

(Cdn$ thousands)
Assets
Current assets
Accounts receivable

$

Prepaid expenses and deposits

428

$

206

$

–

23

2

–

451

208

–

10,522

6,169

–

Non-current assets
Property, plant and equipment (note 6)

–

Exploration and evaluation (note 7)
Total assets

–

261

$

10,973

$

6,377

$

261

$

671

$

1,049

$

–

Liabilities and owners’ net investment
Current liabilities
Accounts payable and accrued liabilities

8
679

Fair value of derivatives (note 14)

–

–

1,049

–

403

25
76

–
–

1,138

1,150

–

9,835

5,227

261

Non-current liabilities
56

Deferred tax (note 15)
Decommissioning obligations (note 8)
Total liabilities
Owners’ net investment
Owners’ net investment
Total liabilities and owners’ net investment
Subsequent events (notes 1 and 17)
Contractual obligations (note 10)

$

10,973

$

6,377

$

261

See accompanying notes to the carve-out financial statements.

/s/ Robert A. Maitland

/s/ Geoffrey C. Merritt

Robert A. Maitland
Director

Geoffrey C. Merritt
Director
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CLEARWATER ASSETS
Carve-Out Statements of Net Income and Comprehensive Income
2020

(Cdn$ thousands)
Revenue
Oil (note 12)
Royalties

$

Change in fair value of derivatives (note 14)
Expenses
Production and operating
Transportation
Exploration and evaluation
General and administrative
Share-based payments
Depletion and depreciation (note 6)
Net income from operating activities

4,370
(435)
3,935
(8)
3,927

For the years ended December 31,
2019
2018

$

657
559
41
652
40
1,897
81
(4)
77

Finance expense (note 8)
Net income before taxes
Deferred income tax expense (note 15)
Net income and comprehensive income

$

(31)
46

$

706
(61)
645
–
645

$

–
–
–
–
–

136
80
15
56
2
256
100

–
–
–
–
–
–
–

–
100

–
–

(25)
75

$

–
–

See accompanying notes to the carve-out financial statements.
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CLEARWATER ASSETS
Carve-Out Statements of Changes in Owners’ Net Investment

Total owners’ net investment

(Cdn$ thousands)
Balance as at December 31, 2017
Net contributions from Perpetual Energy Inc. (“Perpetual”)
Balance as at December 31, 2018

$

Net contributions from Perpetual
Share-based payments
Net income
Balance at December 31, 2019

$

$

Net contributions from Perpetual
Share-based payments
Net income
Balance at December 31, 2020

–
261
261

$

4,889
2
75
5,227

$

4,522
40
46
9,835

See accompanying notes to the carve-out financial statements.
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CLEARWATER ASSETS
Carve-Out Statements of Cash Flows
2020

(Cdn$ thousands)

For the years ended December 31,
2019
2018

Cash flows from (used in) operating activities
Net income
Adjustments to add (deduct) non-cash items:
Depletion and depreciation (note 6)
Share-based payments
Unrealized change in fair value of derivatives (note 14)
Finance expense (note 8)
Deferred income tax expense (note 15)
Change in non-cash working capital (note 13)
Net cash flows from operating activities

$

46

$

1,897
40
8
4
31
(30)
1,996

75

$

256
2
–
–
25
(6)
352

–
–
–
–
–
–
–
–

Cash flows from financing activities
Owner’s net investment
Net cash flows from financing activities

4,522
4,522

4,889
4,889

261
261

(5,927)
(591)
(6,518)

(6,088)
847
(5,241)

(261)
–
(261)

Cash flows from (used in) investing activities
Capital expenditures
Change in non-cash working capital (note 13)
Net cash flows used in investing activities
Change in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

–
–
–

$

–
–
–

$

–
–
–

See accompanying notes to the carve-out financial statements.
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CLEARWATER ASSETS
Notes to the Carve-Out Financial Statements

As at December 31, 2020, December 31, 2019 and December 31, 2018
(All tabular amounts are in Cdn$ thousands, except where otherwise noted)
1.

REPORTING ENTITY

Perpetual Energy Inc. (“Perpetual”) is an oil and gas exploration, production and marketing company headquartered in Calgary,
Alberta. Perpetual owns a diversified asset portfolio, including liquids-rich conventional natural gas assets in the deep basin of West
Central Alberta, heavy crude oil and shallow conventional natural gas assets in Eastern Alberta, and undeveloped bitumen leases in
Northern Alberta.
On July 12, 2021, Perpetual incorporated its wholly owned subsidiary, Rubellite Energy Inc. ("Rubellite") under the Business
Corporations Act (Alberta). The registered address of Rubellite Energy Inc. is 3200, 605 – 5 Avenue S.W., Calgary, Alberta, T2P
3H5.
Perpetual and Rubellite will participate in a plan of arrangement under the Business Corporations Act (Alberta) to be voted on by
Perpetual shareholders at the Perpetual special meeting to be held on August 31, 2021 (the “Arrangement”) and raise a minimum of
$73.8 million of cash through a combination of Rubellite equity financings including:
(i)
A backstopped arrangement warrant financing whereby Perpetual shareholders will receive Rubellite common shares
and arrangement warrants providing an equal opportunity to purchase Rubellite shares, raising $33.4 million (16.7
million Rubellite Shares) (the “Arrangement Warrant Financing”). Rubellite has entered into a Standby Purchase
Agreement with a corporation controlled by Sue Riddell Rose, Perpetual’s President and Chief Executive Officer, that
ensures that all arrangement warrants are fully exercised to the extent they are not otherwise exercised by other
Perpetual shareholders;
(ii)
a non-brokered private placement for a minimum of $10.5 million (5.225 million Rubellite common shares), which may
be expanded to up to $20 million (10 million Rubellite common shares) (the “Non-Brokered Private Placement”). The
Non-Brokered Private Placement is expected to close concurrently with the Arrangement Warrant Financing; and
(iii)
a brokered $30.0 million subscription receipt financing (the “Sub-Receipt Financing”) that has closed, with cash held
in escrow by a third-party trustee until the earlier of the satisfaction of the escrow release conditions or November 30,
2021. On the satisfaction of the escrow release conditions, which include, among other things, the completion of the
Arrangement and the concurrent completion of the Non-Brokered Private Placement and the Arrangement Warrant
Financing as well as the listing of Rubellite common shares on the TSX, each subscription receipt issued will
automatically be exchanged on a one-to-one basis for 15 million common shares of Rubellite concurrent with the other
financings.
The subscription receipts, arrangement warrants, and the common shares are priced at $2.00 per Rubellite common share equivalent.
On July 15, 2021, Rubellite acquired all of Perpetual’s Clearwater lands, wells, roads and related facilities in northeast Alberta, referred
to as the “Clearwater Assets”, for aggregate consideration of $65.3 million. The Clearwater Assets, which are comprised of properties
that target the development and production of heavy crude oil from the Clearwater formation, are located in Perpetual’s Eastern
Alberta operating area. The Clearwater Assets are operated by Perpetual.
2.

BASIS OF PREPARATION

These carve-out financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”)
and were authorized for issuance by the Board of Directors of Perpetual on August 4, 2021. The carve-out financial statements are
based on the terms of the proposed Arrangement and present the historic carve-out financial position, results of operations, changes
in owners’ net investment and cash flows of the Clearwater Assets to be acquired by Rubellite. The data presented in these carve-out
financial statements is derived from the accounting records of Perpetual on a carve-out basis and should be read in conjunction with
Perpetual’s annual audited Financial Statements and the notes thereto for the year ended December 31, 2020.
The carve-out financial statements are presented in Canadian dollars, which is the functional currency for both the Clearwater Assets
and Perpetual.
3.

BASIS OF MEASUREMENT

These carve-out financial statements have been prepared using the predecessor values method. Prior to the Arrangement, Perpetual’s
exploration and production operations represented a component of a single reportable segment. As a result of the Arrangement,
proportions of the financial statement line items were required to be carved-out for those items directly attributable to the Clearwater
Assets, using certain estimates, judgements, assumptions and allocations for the creation of these carve-out financial statements.
As further described in note 4, the preparation of these carve-out financial statements requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the reported amounts of carved-out assets, liabilities,
income (loss) and expenses. Management believes that the estimates and assumptions underlying these carve-out financial
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statements are reasonable. However, due to the measurement uncertainty inherent in estimates, judgements and assumptions, these
carve-out financial statements may not reflect the Clearwater Assets results of operations, financial position and cash flows in the
future, or what the results of operations, financial position and cash flows would have been if the Clearwater Assets had been a standalone company.
4.

CRITICAL ACCOUNTING JUDGEMENTS AND SIGNIFICANT ESTIMATES

The timely preparation of the carve-out financial statements requires management to make judgments, estimates and assumptions
that affect the application of accounting policies and reported amounts of assets, liabilities, revenue and expenses. These judgments,
estimates, and assumptions are continuously evaluated and are based on management’s experience and all relevant information
available to management at the time of carve-out financial statement preparation. As the effect of future events cannot be determined
with certainty, the actual results may differ from estimates. Revisions to accounting estimates are recognized in the period in which
the estimates are revised and in any future periods affected.
Information about the critical judgments and significant estimates made by management specific to the basis used to “carve-out” the
Clearwater Assets financial statements from Perpetual’s financial statements are detailed below and in the relevant notes to the carveout financial statements.

Accounts receivable

Accounts receivable attributable to the Clearwater Assets were estimated based on the last month’s accrued revenue for each fiscal
year end, assuming a 31-day payment cycle and the estimated accounts receivable directly attributable to the Clearwater Assets.

Prepaid ex penses and deposits

Prepaid expenses and deposits attributable to the Clearwater Assets were estimated based on the Clearwater Assets share of the total
Perpetual production volumes in the period.

Accounts payable and accrued liabilities

Accounts payable attributable to the Clearwater Assets were estimated based on the amounts directly related to the operation and
development of the Clearwater Assets at each fiscal year end.

Ex ploration and evaluation assets

Exploration and evaluation assets attributed to the Clearwater Assets consist of undeveloped land directly associated with the
Clearwater Assets, which have been recorded based on Perpetual’s historical cost and were assumed to be funded from owners’ net
investment through equity.

Property, plant and equipm ent

Property, plant and equipment assets attributed to the Clearwater Assets were allocated based on the asset amounts directly related
to the Clearwater Assets and were based on Perpetual’s historical cost and were assumed to be funded from owner’s net investment
through equity.

Fair value of derivatives

Amounts related to the fair value of derivative risk management contracts were calculated on a fair value basis, allocating the realized
and unrealized gains or losses based on the Clearwater Assets share of the total Perpetual heavy crude oil production volumes in the
period. The unrealized gain or loss in the period was then determined based on the fair value of the allocated contracts at the period
end dates.

Decom m issioning obligations

Decommissioning obligations for the Clearwater Assets were calculated based on the estimated decommissioning obligations for the
wells and facilities directly associated with the Clearwater Assets.

Accretion

The increase in the decommissioning obligations due to the passage of time was based on decommissioning obligations directly
related to the Clearwater Assets.

Depletion and depreciation

Depletion and depreciation amounts were calculated in accordance with the policy outlined in note 5, based on the allocated capital
amounts and proved and probable reserves for the Clearwater Assets.

I m pairm ent

Impairment was calculated in accordance with the policy outlined in note 5.

Deferred incom e tax es

The deferred income taxes attributed to the Clearwater Assets were allocated based on the carve-out net income before tax adjusting
for temporary and permanent differences. The opening balance of deferred tax assets and liabilities was re-created using tax pools
directly associated with the Clearwater Assets for carve-out purposes.
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R evenues, royalties, production and operating, and transportation ex pense

Revenues, royalties, production and operating, and transportation expense were derived from the Clearwater Assets lease operating
statements.

General and adm inistrative

The general and administrative costs attributed to the Clearwater Assets were allocated based on the Clearwater Assets share of the
total Perpetual production volumes in the period.

Share-based paym ents

The share-based payment costs attributed to the Clearwater Assets were allocated based on the Clearwater Assets share of the total
Perpetual production volumes in the period.

Debt

There has been no debt or interest expense allocated to the Clearwater Assets as historically there was no specific debt or debt
allocation to the Clearwater Assets. This is consistent with Rubellite’s capitalization under the Arrangement in that no Perpetual debt
will be assumed by Rubellite.
Critical Accounting Judgments
The following are the critical accounting judgments that have been made in the process of applying the Clearwater Assets accounting
policies and that have the most significant effect on the amounts recognized in these carve-out financial statements:
i)

Cash-generating units (“CGUs”)

Oil and gas properties are comprised of CGUs, identified as the smallest group of assets that generate cash inflows independent
of the cash inflows of other assets or groups of assets. Determination of the CGUs is subject to management’s judgement and
is based on geographical proximity, shared infrastructure, and similar exposure to market risk.
ii)

Identification of impairment indicators

Significant judgment is required to assess when internal or external indicators of impairment or impairment reversal exist, and
impairment testing is required. Management considers internal and external sources of information including oil and gas
commodity prices, expected production volumes, anticipated recoverable quantities of proved and probable oil and gas reserves
and rates used to discount the related future cash flow estimates. Judgement is required to assess these factors when
determining if the carrying amount of an asset or CGU is impaired, or in the case of a previously impaired asset or CGU, whether
the carrying amount of the asset or CGU has been restored.
iii)

Componentization

For the purposes of depletion, management allocates its oil and gas assets to components with similar useful lives and depletion
methods. The grouping of assets is subject to management’s judgment and is performed on the basis of geographical proximity
and similar reserve life. The Clearwater Assets are depleted on a unit-of-production basis.
iv)

Exploration and evaluation (“E&E”) expenditures

Costs associated with acquiring oil and gas licenses and exploratory drilling are accumulated as exploration and evaluation assets
pending determination of technical feasibility and commercial viability. Establishment of technical feasibility and commercial
viability is subject to judgment and involves management’s review of project economics, resource quantities, expected production
techniques, production costs and required capital expenditures to develop and extract the underlying resources. Management
uses the establishment of commercial reserves within the exploration area as the basis for determining technical feasibility and
commercial viability. Upon determination of commercial reserves, E&E assets attributable to those reserves are tested for
impairment and reclassified from E&E assets to a separate category within property, plant and equipment referred to as oil and
gas properties.
v)

Joint arrangements

Judgment is required to determine when there is joint control over an arrangement. In establishing joint control, consideration
is given as to whether unanimous consent is required to direct the activities that significantly affect the returns of the
arrangement, such as the capital and operating activities of the arrangement.
Once joint control has been established, judgment is also required to classify a joint arrangement. The type of joint arrangement
is determined through analysis of the rights and obligations arising from the arrangement by considering its structure, legal form,
and terms agreed upon by the parties sharing control. An arrangement where the controlling parties have rights to the assets
and revenues, and obligations for the liabilities and expenses, is classified as a joint operation. Arrangements where the
controlling parties have rights to the net assets of the arrangement are classified as joint ventures.
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vi)

Deferred taxes

Deferred tax assets (if any) are recognized only to the extent it is considered probable that those assets will be recoverable. This
involves an assessment of when those deferred tax assets are likely to reverse and judgment as to whether there will be sufficient
taxable profits available to offset the tax assets when they do reverse. This requires assumptions regarding future profitability
and is therefore inherently uncertain. To the extent assumptions regarding future profitability change, there can be an increase
or decrease in the amounts recognized in respect of deferred tax assets as well as the amounts recognized in profit or loss in
the period in which the change occurs.
vii) Revenue – principal versus agent
When determining which entity acted as principal and which entity acted as agent in transactions, management determines if
control of the product is obtained. As part of this assessment, management considered if the Clearwater Assets obtained control
of the goods or services more than momentarily, in advance of transferring those goods or services to the customer. In this
assessment, management considered indicators that it controlled the goods or services, including whether the Clearwater Assets
were primarily responsible for the goods and services, whether there was inventory risk and whether there was discretion in
establishing prices for the goods or services. Where control was indicated, the Clearwater Assets were determined to be the
principal, resulting in revenue and the associated expenses being recorded on a gross basis. In other cases, the Clearwater
Assets were determined to be the agent, resulting in revenue being recorded net of associated expenses.
c)

Significant estimates:

The following assumptions represent the key sources of estimation uncertainty at the end of the reporting period. As future confirming
events occur, the actual results may differ from estimated amounts.
i)

Reserves

Management uses estimates of proved and probable oil and gas reserves in the calculation of depletion and also for value in use
(“VIU”) and fair value less costs of disposal (“FVLCD”) calculations of non-financial assets. Estimates of economically recoverable
oil, gas, and NGL reserves and their related cash flows are based upon a number of significant assumptions, such as forecasted
production volumes, oil and gas commodity prices, operating costs, royalty costs, and future development costs. Additional
estimates are made in relation to the marketability of oil and gas, and the assumed effects of regulation by government agencies.
The geological, economic and technical factors used to estimate reserves may change from period to period. Changes in the
reported reserves could have a material impact on the carrying values of the Clearwater Assets, the calculation of depletion and
depreciation, and the timing of decommissioning expenditures.
Independent third-party reserve evaluators are engaged at least annually to estimate proved and probable oil and gas reserves
and the related cash flows from the Clearwater Assets interest in oil and gas properties. This evaluation of proved and proved
plus probable oil and gas reserves is prepared in accordance with the reserve definitions contained in National Instrument 51101 and the COGE Handbook.
Management is also required to estimate the recoverable amount of exploration and evaluation assets, which consists of
undeveloped lands, for impairment testing. The recoverable amount is based on relevant industry sales value data.
ii)

Provisions for decommissioning obligations

Decommissioning, abandonment, and site reclamation expenditures for production facilities, wells, and pipelines are expected to
be incurred over many years into the future. Amounts recorded for decommissioning obligations and the associated accretion
are calculated based on estimates of the extent and timing of decommissioning activities, future site remediation regulations and
technologies, inflation, liability specific discount rates and related cash flows. The provision represents management’s best
estimate of the present value of the future abandonment and reclamation costs required. Actual abandonment and reclamation
costs could be materially different from estimated amounts.
iii)

Derivative financial instruments

Derivatives are measured at fair value on each reporting date. Fair value is the price that would be received or paid to exit the
position as of the measurement date. Management uses estimated external forecasted market price curves available at period
end and the contracted volumes over the contracted term to determine the fair value of each contract. Changes in market pricing
between period end and settlement of the derivative contracts could have a material impact on financial results related to the
derivatives.
iv)

Share-based payments

Share options, deferred share options, and long-term incentive awards issued by Perpetual and for which costs have been
allocated to the Clearwater Assets, are recorded at fair value using the Black Scholes option pricing model. In assessing the fair
value of share options and deferred share options, estimates have to be made regarding the expected volatility in share price,
option life, dividend yield, risk-free rate and estimated forfeitures at the initial grant date.
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5.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these carve-out financial statements.
a)

Business combinations and jointly owned assets
i)

Business combinations

The acquisition method of accounting is used to account for acquisitions of subsidiaries and assets that meet the definition of a
business under IFRS. The cost of an acquisition is measured as the fair value of the assets given, equity instruments issued, and
liabilities incurred or assumed at the date of acquisition of control. Identifiable assets acquired, and liabilities assumed in a
business combination are measured at their recognized amounts (generally fair value) at the acquisition date. The excess of the
cost of acquisition over the recognized amounts of the identifiable assets acquired and liabilities assumed is recorded as goodwill.
If the cost of acquisition is less than the recognized amount of the net assets acquired, the difference is recognized as a bargain
purchase gain in net income.
ii)

Jointly owned assets

The Clearwater Assets oil and gas activities involve jointly owned assets which are not conducted through a separate entity. The
carve-out financial statements include the Clearwater Assets proportionate share of these jointly owned assets, liabilities,
revenues and expenses.
b)

Financial instruments

Financial instruments comprise accounts receivable, prepaid expenses and deposits, fair value of derivative assets and liabilities, and
accounts payable and accrued liabilities. These financial instruments are recognized initially at fair value, net of any directly attributable
transaction costs.
i)

Classification and measurement of financial assets

A financial asset is measured at amortized cost if it meets both of the following conditions and is not designated at fair value
through profit or loss (“FVTPL”):
-

it is held within a business model whose objective is to hold assets to collect contractual cash flows; and
its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

A debt investment is measured at fair value through other comprehensive income (“FVOCI”) if it meets both of the following
conditions and is not designated at FVTPL:
-

it is held within a business model whose objective is achieved by both collecting contractual cash flows and selling financial
assets; and
its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, management may irrevocably elect to present
subsequent changes in the investment’s fair value in other comprehensive income (“OCI”). This election is made on an
investment-by-investment basis.
All financial assets not classified as measured at amortized cost or FVOCI as described above are measured at FVTPL. On initial
recognition, management may irrevocably designate a financial asset that otherwise meets the requirements to be measured at
amortized cost or at FVOCI at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would otherwise
arise.
A financial asset (unless it is a trade receivable without a significant financing component that is initially measured at the
transaction price) is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly attributable
to its acquisition.
The following accounting policies apply to the subsequent measurement of financial assets:
a)

Financial assets at FVTPL
These assets are subsequently measured at fair value. Net gains and losses, including any interest or dividend income, are
recognized in profit or loss.
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b)

Financial assets at amortized cost
These assets are subsequently measured at amortized cost using the effective interest method. The amortized cost is
reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment are recognized in profit
or loss. Any gain or loss on derecognition is recognized in profit or loss.

ii)

Classification and measurement of financial liabilities

Financial liabilities are classified and measured at amortized cost or FVTPL. A financial liability is classified at FVTPL if it is a
derivative or it is designated as such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains
and losses, including any interest expense, are recognized in profit or loss. Other financial liabilities are subsequently measured
at amortized cost using the effective interest method. Interest expense and foreign exchange gains and losses are recognized
in profit or loss. Any gain or loss on derecognition is also recognized in profit or loss.
Management has classified accounts receivable, prepaid expenses and deposits, and accounts payable and accrued liabilities, at
amortized cost.
iii)

Derivative assets and liabilities

Perpetual has entered into certain physical derivative contracts which were allocated to the Clearwater Assets to manage the
exposure to market risks from fluctuations in commodity prices and currency rates. Management has not designated its physical
derivative contracts as effective accounting hedges, and thus has not applied hedge accounting, even though management
considers all commodity and currency contracts to be economic hedges. As a result, all physical derivative contracts are
designated as FVTPL and recorded as derivatives on the statement of financial position at fair value. Changes in the fair value
of the commodity price and currency rate derivatives are recognized in net income.
Forward physical delivery fixed-price sales contracts have been accounted for as derivative financial instruments. Accordingly,
such forward physical delivery fixed-price sales contracts are designated as FVTPL and recorded as derivatives on the statement
of financial position at fair value.
Transaction costs on derivatives are recognized in net income when incurred.
Embedded derivatives are separated from the host contract and accounted for separately if the economic characteristics and
risks of the host contract and the embedded derivative are not closely related, a separate instrument with the same terms as
the embedded derivative would meet the definition of a derivative, and the combined instrument is not measured at FVTPL.
Changes in the fair value of separable embedded derivatives are recognized immediately in net income.
c)

Property, plant and equipment (“PP&E”)
i)

Production and development costs

Items of property, plant and equipment, which include oil and gas development and production assets, are measured at cost
less accumulated depletion and depreciation and accumulated impairment losses. The initial cost of property, plant and
equipment includes the purchase price or construction costs, costs that are directly attributable to bringing the asset into
commercial operations, the initial estimate of decommissioning costs, and borrowing costs for qualifying assets.
Significant parts of an item of property, plant and equipment, including oil and gas properties, that have different useful lives
from the life of the area or facility in general, are accounted for as separate items.
Gains and losses on disposition of an item of property, plant and equipment, including oil and gas properties, are determined by
comparing the proceeds from disposition with the carrying amount of property, plant and equipment and are recognized in net
income. Proceeds may include cash, or other non-cash consideration such as retained drilling rights which are fair valued at the
time of disposition. The carrying amount of any replaced or disposed item of property, plant and equipment is derecognized.
ii)

Subsequent costs

Costs incurred after the determination of technical feasibility and commercial viability and the costs of replacing parts of property,
plant and equipment are recognized as property, plant and equipment only when they increase the future economic benefits
embodied in the specific asset to which they relate. Such capitalized property, plant and equipment generally represent costs
incurred in developing proved and/or probable oil and gas reserves and bringing on or enhancing production from such reserves,
and are accumulated on a field or geotechnical area basis. All other expenditures including the costs of the day-to-day servicing
of property, plant and equipment are recognized as production and operating expense in net income as incurred.
iii)

Depletion and depreciation

The net carrying amount of development or production assets is depleted using the unit-of-production method by reference to
the ratio of production in the period to the related proved and probable oil and gas reserves, considering estimated future
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development costs necessary to bring those reserves into production and future decommissioning costs. The future development
cost estimates are reviewed by independent third-party reserve evaluators at least annually.
Depreciation methods, useful lives and residual values are reviewed at each period end date for all classes of property, plant,
and equipment.
d)

Exploration and evaluation expenditures

Pre-license costs, geological and geophysical costs, and lease rentals of undeveloped properties are recognized in net income as
incurred.
E&E costs, consisting of the costs of acquiring oil and gas licenses, are capitalized initially as E&E assets according to the nature of
the assets acquired. The costs are accumulated in cost centers by well, field or exploration area pending determination of technical
feasibility and commercial viability. When technical feasibility and commercial viability are determined, the relevant expenditure is
transferred to property, plant and equipment as oil and gas properties, after impairment is assessed and any applicable impairment
loss is recognized in net income.
The Clearwater Assets E&E assets consist of undeveloped lands, exploratory drilling assets, and bitumen evaluation assets. Gains and
losses on disposition of E&E assets are determined by comparing the proceeds from disposition with the carrying amount and are
recognized in net income.
e)

Impairment
i)

Financial assets

Management has elected to measure loss allowances for trade receivables and contract assets at an amount equal to lifetime
expected credit losses (“ECLs”). The maximum period considered when estimating ECLs is the maximum contractual period over
which the Clearwater Assets is exposed to credit risk.
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash shortfalls
(i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash flows that the entity
expects to receive). ECLs are discounted at the effective interest rate of the financial asset.
Loss allowances for financial assets are deducted from the gross carrying amount of the assets. Impairment losses on financial
assets are presented under “other expenses” in the carve-out statements of net income and comprehensive income.
ii)

Non-financial assets

The carrying amounts of non-financial assets, other than E&E assets, are reviewed at each period end date to determine whether
there are any internal or external indicators of impairment or impairment reversal. If any such indicator exists, then the
recoverable amount is estimated.
For the purpose of impairment testing, assets are grouped together at a CGU level. The estimated recoverable amount of an
asset or a CGU is determined based on the higher of its FVLCD and its VIU. FVLCD is determined as the amount that would be
obtained from the sale of a CGU in an arm’s length transaction between knowledgeable and willing parties. The FVLCD of oil and
gas properties is generally determined as the net present value of estimated future cash flows expected to arise from the
continued use of the CGU and its eventual disposition, using assumptions that an independent market participant may take into
account. These cash flows are discounted by an appropriate discount rate which would be applied by such a market participant
to arrive at a net present value of the CGU. In determining 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. VIU is generally the future cash flows expected to be derived from production of proved and probable oil and gas
reserves estimated by the independent third-party reserve evaluators.
An impairment is recognized if the carrying amount of a CGU exceeds the estimated recoverable amount for that CGU. The
estimated recoverable amount is determined using the greater of FVLCD and VIU. Impairment losses recognized in respect of
CGUs are allocated to reduce the carrying amount of assets in the unit (group of units) on a pro rata basis. Impairment losses
are recognized in net income or loss.
E&E assets are assessed for impairment at the time that any triggering facts and circumstances suggest that the carrying amount
exceeds the estimated recoverable amount as well as upon their eventual reclassification to oil and gas properties in property,
plant and equipment. If a test is required as a result of triggering facts and circumstances, management considers whether the
combined estimated recoverable amount of the CGUs and E&E assets at the total company level is sufficient to cover the
combined carrying value of the CGUs and E&E assets.
In respect of other assets, impairment losses recognized in prior years are assessed at each period end date for any indication
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used
to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does
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not exceed the carrying amount that would have been determined, net of depletion and depreciation, if no impairment loss had
been recognized.
f)

Share-based payments

Fixed equity awards granted under Perpetual’s equity-settled share-based payment plans and agreements are measured at grantdate fair value. Fair values are determined by means of an option pricing model using the exercise price of the equity instrument
granted, the share price at the grant date, the expected life of the grant based on the vesting date and expiry date, estimates of
share price volatility, and interest rates over the expected contractual life of the equity award. A forfeiture rate is estimated on the
grant date and is subsequently adjusted to reflect the actual number of options that vest.
The costs of the equity-settled share-based payments are recognized within general and administrative expense, production and
operating expense, or property, plant and equipment to the extent they are directly attributable.
g)

Provisions

Provisions are recognized when the Clearwater Assets have a current legal or constructive obligation as a result of a past event, which
can be reliably estimated, and will require the outflow of economic resources to settle the obligation. A non-current provision is
determined using the estimated future cash flows discounted at a rate that reflects current market conditions and obligation specific
risks.
i)

Decommissioning obligations

The Clearwater Assets activities give rise to dismantling, decommissioning, and site disturbance remediation activities. A provision
is recorded for the estimated cost of site restoration and capitalized in the relevant asset category.
Decommissioning obligations are measured at the present value of management’s estimate of the extent and timing of
expenditures required to settle the obligation at the statement of financial position date, using a risk-free interest rate not
adjusted for credit risk. Subsequent to the initial measurement, the obligation is adjusted at the end of each reporting period to
reflect the passage of time, changes in the timing and estimate of future cash flows underlying the obligation, and changes in
the risk-free rate. The accretion of the provision due to the passage of time is recognized in net income whereas changes in the
provision arising from changes in estimated cash flows or changes in the risk-free rate are capitalized. Actual costs incurred upon
settlement of the decommissioning obligations are charged against the provision to the extent the provision was established.
h)

Revenue

Revenue from the sale of heavy crude oil is recognized based on the consideration specified in contracts with customers. Revenue is
recognized when control of the product transfers to the buyer and collection is reasonably assured. This is generally at the point in
time when the customer obtains legal title to the product which is when it is physically transferred to the pipelines or other
transportation method agreed upon.
When allocating the transaction price realized in contracts with multiple performance obligations, management is required to make
estimates of the prices at which each separate product would be sold to customers. There are currently no contracts with multiple
performance obligations.
If the consideration promised in a contract includes a variable amount, management estimates the amount of consideration to which
it will be entitled in exchange for transferring the promised goods or services to a customer.
i)

Income tax

Income tax expense comprises current and deferred components. Income tax expense is recognized in net income except to the
extent that it relates to items recognized directly in equity, in which case it is recognized in equity.
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the
period end date, and any adjustment to tax payable in respect of previous years.
Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognized on the initial recognition of assets or
liabilities in a transaction that is not a business combination. In addition, deferred tax is not recognized for taxable temporary
differences arising on the initial recognition of goodwill. Deferred tax is measured at the tax rates that are expected to be applied to
temporary differences when they reverse, based on the laws that have been enacted or substantively enacted by the period end date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset, and they relate to income taxes levied by
the same tax authority on the same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and
assets on a net basis or their tax assets and liabilities will be realized simultaneously.
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A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available against which the
temporary difference can be utilized. Deferred tax assets are reviewed at each period end date and are reduced to the extent that it
is no longer probable that the related tax benefit will be realized.
6.

PROPERTY, PLANT AND EQUIPMENT (“PP&E”)

Cost
December 31, 2018
Additions
Change in decommissioning obligations related to PP&E (note 8)
Transfers from exploration and evaluation (note 7)
December 31, 2019
Additions
Change in decommissioning obligations related to PP&E (note 8)
December 31, 2020

Oil and Gas
Properties
$

$
$

–
5,725
76
624
6,425
5,927
323
12,675

Accumulated depletion and depreciation
December 31, 2018
Depletion and depreciation
December 31, 2019
Depletion and depreciation
December 31, 2020

$

–
(256)
(256)
(1,897)
(2,153)

Carrying amount
December 31, 2019
December 31, 2020

$
$

6,169
10,522

$
$

During the year ended December 31, 2020 and in the second quarter of 2021, Perpetual and 1974918 Alberta Ltd (“197Co”), a
company controlled by Perpetual’s President and Chief Executive Officer, acquired certain Figure Lake lands from third parties.
Perpetual has the option, but not the obligation, to acquire 197Co’s interest in the acquired lands for an amount based on predetermined parameters, on or prior to July 15, 2021 (the “Purchase Option”).
At December 31, 2020, future development costs of the Clearwater Assets proved plus probable reserves of $16.7 million were
included in the depletion calculations (December 31, 2019 – $6.7 million).
Cash-generating units (“CGUs”) and impairment
In accordance with IFRS, an impairment test is performed for a cash-generating unit (“CGU”) if indicators of impairment or reversal
of impairment are identified. At December 31, 2020, indicators of impairment were identified due to the significant commodity price
volatility throughout 2020 and the continuing economic uncertainty surrounding the impact of COVID-19.
An impairment is recognized if the carrying value of a CGU exceeds the estimated recoverable amount for that CGU. The recoverable
amount is determined using the greater of fair value less cost to sell and value-in use. At December 31, 2020, management used
value-in-use, derived from the estimate of proved and probable oil and gas reserves and the related cash flows estimated by the
Clearwater Assets’ independent third-party reserve evaluator, discounting reserves at pre-tax rates ranging between 12% and 25%
to consider risks specific to the assets.
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The following forecasted commodity prices were used in determining whether an impairment to the carrying value of the CGU existed
at December 31, 2020:

Year
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035(2)
(1)
(2)

West Texas Intermediate
(“WTI”) Crude Oil

USD/CDN exchange rate

Alberta Heavy Crude Oil

47.17
50.17
53.17
54.97
56.07
57.19
58.34
59.50
60.69
61.91
63.15
64.41
65.70
67.01
68.35

0.768
0.765
0.763
0.763
0.763
0.763
0.763
0.763
0.763
0.763
0.763
0.763
0.763
0.763
0.763

39.87
43.20
46.86
48.67
49.65
50.65
51.67
52.71
53.76
54.84
55.94
57.05
58.20
59.36
60.55

(US$/bbl) (1)

(US$/Cdn$)(1)

(Cdn$/bbl) (1)

Source: 3 Consultants’ average, GLJ Petroleum Consultants, McDaniel & Associates Consultants, and Sproule Associates price forecasts, effective
January 1, 2021.
Forecasted oil and gas commodity prices escalate 2.0% per year thereafter.

There was no impairment or reversal of impairment to PP&E determined to be present at December 31, 2020.
7.

EXPLORATION AND EVALUATION

Balance, beginning of year
Additions
Transfers to property, plant and equipment (note 6)
Balance, end of year
8.

December 31, 2020
$
–
–
–
$
–

December 31, 2019
$
261
363
(624)
$
–

December 31, 2018
$
–
261
–
$
261

DECOMMISSIONING OBLIGATIONS

The following table summarizes changes in decommissioning obligations:
Obligations incurred, including acquisitions
Change in risk free interest rate
Change in estimates
Change in decommissioning obligations related to PP&E (note 6)
Accretion
Change in decommissioning obligations
Balance, beginning of year
Balance, end of year

December 31, 2020
$
317
29
(23)
323
4
327
76
$
403
$

Decommissioning obligations – current
Decommissioning obligations – non-current
Total decommissioning obligations

$

–
403
403

December 31, 2019
$
76
–
–
76
–
76
–
$
76
$
$

–
76
76

Decommissioning obligations are estimated based on the net ownership interest in all wells and facilities, estimated costs to reclaim
and abandon these wells and facilities, and the estimated timing of the costs to be incurred in future periods.
The increase in the provision due to the passage of time, which is referred to as accretion, is recognized as non-cash finance expense
in the condensed interim carve-out statements of net income and comprehensive income. Decommissioning obligations are further
adjusted at each period end date for changes in the risk-free interest rate, after considering additions and dispositions of PP&E.
Decommissioning obligations are also adjusted for revisions to future cost estimates and the estimated timing of costs to be incurred
in future periods.
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The following significant assumptions were used to estimate the Clearwater Assets’ decommissioning obligations:
December 31, 2020
$
328
1.2%
1.5%
20 to 25 years

Undiscounted obligations
Average risk-free rate
Inflation rate
Expected timing of settling obligations
9.

December 31, 2019
$
102
1.8%
1.3%
20 to 25 years

CAPITAL MANAGEMENT

Management’s strategy targets the maintenance of a strong capital base to retain investor, creditor and market confidence to support
the execution of its business plans. The capital structure is managed by adjusting capital spending in light of changes in economic
conditions such as depressed commodity prices, available liquidity, and the risk characteristics of the underlying crude oil assets.
Management considers its capital structure to include owners’ net investment and net working capital. To manage its capital structure
and available liquidity, management may from time to time issue debt securities, sell assets, and adjust its capital spending to manage
current and projected debt levels. Management will continue to regularly assess changes to its capital structure and repayment
alternatives, with considerations for both short-term liquidity and long-term financial sustainability.
At December 31, 2020, the Clearwater Assets had a net working capital deficiency of $0.2 million and no current or long-term debt.
10. CONTRACTUAL OBLIGATIONS
As at December 31, 2020, the minimum contractual obligations and lease commitments over the next five years and thereafter,
excluding estimated interest payments, are as follows:

Contractual obligations
Accounts payable and accrued liabilities
Fair value of derivative liabilities
Total

2021

2022

2023

2024

2025 and
thereafter

Total

$ 671
8
$ 679

–
–
–

–
–
–

–
–
–

–
–
–

$ 671
8
$ 679

11. SHARE-BASED PAYMENTS
Perpetual granted share options, performance share rights, deferred options and deferred shares (collectively, “Share-based
payments”) under its long-term incentive plans to employees, officers and directors. These awards gave rise to share-based payment
expense, which has been allocated to the Clearwater Assets and included in the carve-out financial statements. This allocation is
based on the Clearwater Assets share of the total Perpetual production volumes in the period.
12. REVENUE
Heavy crude oil production is sold pursuant to fixed or variable price contracts. The transaction price for variable priced contracts is
based on the commodity price, adjusted for quality, location or other factors, whereby each component of the pricing formula can be
either fixed or variable, depending on the contract terms. Under the contracts, the Clearwater Assets are required to deliver fixed or
variable volumes of heavy crude oil to the contract counterparty. Revenue is recognized when a unit of production is delivered to the
contract counterparty. The amount of revenue recognized is based on the agreed transaction price, whereby any variability in revenue
relates specifically to the Clearwater Assets efforts to transfer production, and therefore the resulting revenue is allocated to the
production delivered in the period during which the variability occurs. As a result, none of the variable revenue is considered
constrained.
Revenue is comprised entirely of heavy crude oil sales, which is usually sold under contracts of varying price and volume terms of up
to one year. Revenues are typically collected on the 25th day of the month following production.
For the year ended December 31, 2020, the Clearwater Assets had sales to one customer (2019 – one customer) which exceeded ten
percent of oil revenue. The customer represented 100% and $4.4 million (2019 – 100% and $0.7 million) of oil revenue.
Included in accounts receivable at December 31, 2020 is $0.4 million of accrued oil revenue related to December 2020 production
(December 31, 2019 – $0.2 million related to December 2019 production).
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13. CHANGES IN NON-CASH WORKING CAPITAL INFORMATION
December 31, 2020
$
(222)
(21)
(378)
$
(621)

For the year ended
Accounts receivable
Prepaid expenses and deposits
Accounts payable and accrued liabilities
Change in non-cash working capital

December 31, 2019
$
(206)
(2)
1,049
$
841

The change in non-cash working capital has been allocated to the following activities:
December 31, 2020
$
(30)
(591)
$
(621)

For the year ended
Operating
Investing
Change in non-cash working capital

December 31, 2019
$
(6)
847
$
841

14. FINANCIAL RISK MANAGEMENT
The Board of Directors of Perpetual has overall responsibility for the establishment and oversight of the Clearwater Assets risk
management framework and has implemented and monitors compliance with risk management policies.
Perpetual’s risk management policies are established to identify and analyze the risks faced by the Clearwater Assets, to set
appropriate risk limits and controls, and to monitor risks and adherence to market conditions and the activities of the Clearwater
Assets.
a)

Credit risk

Credit risk is the risk of financial loss to the Clearwater Assets if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the Clearwater Assets receivables from joint venture partners, oil marketers and
derivative contract counterparties.
Receivables from oil marketers are normally collected on the 25th day of the month following sales. Management’s policy to mitigate
credit risk associated with these balances is to establish marketing relationships with large, well established purchasers. Historically,
the Clearwater Assets have not experienced any significant collection issues with their oil marketing receivables. Joint venture
receivables are typically collected within one to three months of the joint venture bill being issued to the partner. Management
attempts to mitigate the risk from joint venture receivables by obtaining partner approval of significant capital expenditures prior to
expenditure. However, the receivables are generally from participants in the oil sector, and collection of the outstanding balances is
dependent on industry factors such as commodity price fluctuations, escalating costs, the risk of unsuccessful drilling, and oil
production; in addition, further risk exists with joint venture partners as disagreements occasionally arise that increase the potential
for non-collection. The Clearwater Assets do not typically obtain collateral from oil marketers or joint venture partners, however,
management does have the ability in some cases to withhold production or amounts payable to joint venture partners in the event of
non-payment.
The credit exposure related to derivatives is managed by engaging in risk management transactions with credit worthy counterparties,
and periodically monitoring counterparty credit assessments.
The carrying amount of accounts receivable as at December 31, 2020 was $0.4 million (December 31, 2019 – $0.2 million),
representing the Clearwater Assets maximum credit exposure. Credit provisions are represented by its loss allowance based on lifetime
expected credit losses as at December 31, 2020 of nil (December 31, 2019 – nil). The amount of the loss allowance was determined
based on historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the economic environment.
The total amount of accounts receivables 90 days past due amounted to nil as at December 31, 2020 (December 31, 2019 – nil).
b)

Liquidity risk

Liquidity risk is the risk that the Clearwater Assets will not be able to meet its financial obligations as they become due. The approach
to managing liquidity is to ensure, as far as possible, that it will have sufficient liquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or risking harm to the reputation of the Clearwater Assets.
c)

Market risk

Market risk is the risk that changes in market prices such as foreign exchange rates, commodity prices and interest rates will affect
the Clearwater Assets net income or the value of financial instruments. The objective of market risk management is to manage and
control market risk exposures within acceptable limits, while maximizing returns.
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Management utilizes fixed price physical delivery sales contracts to manage market risks related to commodity prices and foreign
currency rates. All such transactions are conducted in accordance with Perpetual’s Risk Management Policy, which has been approved
by the Board of Directors.
i)

Commodity price risk

Commodity price risk is the risk that the fair value or future cash flow will fluctuate as a result of changes in commodity prices.
Commodity prices for oil are impacted not only by the relationship between the Canadian and United States dollar, but also by
world economic events that dictate the levels of supply and demand. Perpetual manages commodity price risk for the Clearwater
Assets using various fixed price physical delivery sales contracts.

Oil contracts
At December 31, 2020, Perpetual had entered into the following risk management positions which have been allocated to the
Clearwater Assets and settle in US$:
Term
Western Canadian Select (“WCS”)
January 2021
February 2021
March 2021

Volumes
(bbls/ d )

West Texas Intermediate (“WTI”)
January 2021
January 2021 – March 2021

Contract Price
(US$/ bbl )

Fair Value
(Cdn$ thousands )

72
120
145

33.70
31.05
32.75

(6)
(8)
1
(13)

72
72

44.05
41.50

(11)
(56)
(67)

WTI-WCS differential
January 2021
April 2021 – September 2021
January 2021 – December 2021

72
72
110

Total

(12.35)
(14.20)
(13.25)

(1)
4
69
72
(8)

Oil contracts - sensitivity analysis
As at December 31, 2020, if future WTI oil prices changed by US$5.00 per bbl with all other variables held constant, the fair value of
derivatives and net income for the period would change by $0.1 million.
As at December 31, 2020, if future WTI-WCS differential oil prices changed by US$5.00 per bbl with all other variables held constant,
the fair value of derivatives and net income for the period would change by $0.4 million.
Fair value of financial assets and liabilities
Fair value measurements are classified as one of the following levels of the fair value hierarchy:
Level 1 – inputs represent unadjusted quoted prices in active markets for identical assets and liabilities. An active market is
characterized by a high volume of transactions that provides pricing information on an ongoing basis.
Level 2 – inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or
indirectly. These valuations are based on inputs that can be observed or corroborated in the marketplace, such as market interest
rates or forecasted commodity prices.
Level 3 – inputs for the asset or liability are not based on observable market data.
Management aims to maximize the use of observable inputs when preparing calculations of fair value. Classification of each
measurement into the fair value hierarchy is based on the lowest level of input that is significant to the fair value calculation.
The fair value of cash and cash equivalents, accounts receivable, prepaid expenses and deposits, and accounts payable and accrued
liabilities approximate their carrying amounts due to their short terms to maturity.
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The fair value of financial assets and liabilities, excluding working capital, is attributable to the following fair value hierarchy levels:

As at December 31, 2020

Carrying
Amount

Fair value
Level
Level 1
2

Level
3

Gross

Netting(1)

Financial assets
Fair value through profit and loss
Fair value of derivatives

73

(73)

–

–

–

–

Financial liabilities
Fair value through profit and loss
Fair value of derivatives

(81)

73

(8)

(8)

–

–

(1)

Derivative assets and liabilities presented in the statement of financial position are shown net of offsetting assets or liabilities where the arrangement
provides for the legal right and intention for net settlement exists.

As at December 31, 2019

Gross

Netting(1)

Carrying
Amount

Fair value
Level
Level 1
2

Level
3

Financial assets
Fair value through profit and loss
Fair value of derivatives

–

–

–

–

–

–

Financial liabilities
Fair value through profit and loss
Fair value of derivatives

–

–

–

–

–

–

(1)

Derivative assets and liabilities presented in the statement of financial position are shown net of offsetting assets or liabilities where the arrangement
provides for the legal right and intention for net settlement exists.

15. DEFERRED INCOME TAXES
The provision for income taxes in the carve-out financial statements differs from the result that would have been obtained by applying
the combined federal and provincial tax rate to the Clearwater Assets net income before income tax. This difference results from the
following items:
December 31, 2020
$
77
24.0%
18

Net income before income tax
Combined federal and provincial tax rate
Computed income tax expense
Increase (decrease) in income taxes resulting from:
Non-deductible expenses
Other
Deferred income tax expense

$

10
3
31

December 31, 2019
$
100
26.5%
27

$

–
(2)
25

The following table summarizes the deferred income tax liabilities of the Clearwater Assets, which are offset against certain deferred
income tax assets:
December 31, 2020

For the years ended
Liabilities:
Property, plant and equipment
Assets:
Fair value of derivatives
Decommissioning obligations
Total deferred income tax liabilities
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$

151

$

42

$

(2)
(93)
56

$

–
(17)
25
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16. KEY MANAGEMENT PERSONNEL
Key management personnel was determined to consist of executive officers, as well as the Board of Directors of Perpetual, as they
have the collective authority and responsibility for planning, directing and controlling the activities of the Clearwater Assets. The
following table outlines the total compensation expense for key management personnel:
December 31, 2020
$
130
147
$
277

For the years ended
Short-term compensation
Share-based payments

December 31, 2019
$
11
9
$
20

17. SUBSEQUENT EVENTS
On July 15, 2021, Perpetual exercised the Purchase Option in exchange for a secured promissory note in the amount of $5.6 million
owing to 197Co. The acquired Figure Lake lands and the secured promissory note obligation comprised part of the Clearwater Assets
that were sold to Rubellite.
In connection with the acquisition of the Clearwater Assets, Rubellite has entered into an agreement with a third party whereby it has
sold a 3% to 5% gross overriding royalty on certain lands at Figure Lake (the "Figure Lake GORR Financing"), part of the Clearwater
Assets, for gross proceeds of $7.9 million to be paid in accordance with a drilling commitment agreement.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
The following is management’s discussion and analysis (“MD&A”) of the operating and financial results of the Clearwater Assets (the “Company”)
for the year ended December 31, 2020. This discussion is intended to complement and supplement the audited carve-out financial statements
and accompanying notes for the years ended December 31, 2020, 2019 and 2018 of the Clearwater Assets and should be read in conjunction
with the audited carve-out financial statements and accompanying notes. The carve-out financial statements are prepared in accordance with
Canadian generally accepted accounting principles ("GAAP") which require publicly accountable enterprises to prepare their financial statements
using International Financial Reporting Standards (“IFRS”). Readers are referred to the advisories for additional information regarding forecasts,
assumptions and other forward-looking information contained in the “Forward Looking Information and Statements” section of this MD&A. The
date of this MD&A is August 4, 2021.
The audited carve-out financial statements of the Clearwater Assets have been prepared based on the proposed terms of the plan of arrangement
under the Business Corporations Act (Alberta) as further described in this information circular, which will result in the following:
(i)
(ii)
(iii)

Perpetual receiving cash and common share purchase options and its shareholders receiving common shares of Rubellite Energy
Inc. (“Rubellite”), a newly incorporated company;
Rubellite becoming the owner of all of Perpetual’s existing Clearwater Assets; and
Shareholders of Perpetual being given the opportunity to participate in the common share financing of Rubellite (the
“Arrangement”).

NATURE OF BUSINESS: The Clearwater Assets comprise all of Perpetual’s Clearwater lands, wells, roads and related facilities in northeast
Alberta. The Clearwater Assets target the development and production of heavy crude oil from the Clearwater formation and are located in
Perpetual’s Eastern Alberta operating area. The Clearwater Assets are operated by Perpetual.

ADVISORIES
NON-GAAP MEASURES: The terms “adjusted funds flow”, “adjusted funds flow per boe”, “cash costs”, “net working capital deficiency”,
“operating netback”, and “realized oil revenue” used in this MD&A are not recognized under GAAP. Management believes that in addition to net
income (loss) and net cash flows from (used in) operating activities as defined by GAAP, these terms are useful supplemental measures to
evaluate performance. Users are cautioned however that these measures should not be construed as an alternative to net income (loss) or net
cash flows from (used in) operating activities determined in accordance with GAAP as an indication of the Clearwater Assets performance, and
may not be comparable with the calculation of similar measurements by other entities.
Adjusted funds flow: Adjusted funds flow is calculated based on cash flows from (used in) operating activities, excluding changes in noncash working capital and expenditures on decommissioning obligations since management believes the timing of collection, payment or
incurrence of these items is variable. Expenditures on decommissioning obligations may vary from period to period depending on capital
programs and the maturity of the Company’s operating areas. Expenditures on decommissioning obligations are managed through the capital
budgeting process which considers available adjusted funds flow. Management uses adjusted funds flow and adjusted funds flow per boe as
key measures to assess the ability of the Company to generate the funds necessary to finance capital expenditures, expenditures on
decommissioning obligations, and meet its financial obligations.
Adjusted funds flow is not intended to represent net cash flows from (used in) operating activities calculated in accordance with IFRS.
Adjusted funds flow per boe is calculated as adjusted funds flow divided by total production sold in the period.
The following table reconciles net cash flows from (used in) operating activities to adjusted funds flow:
($ thousands, except per share and per boe amounts)
Net cash flows from (used in) operating activities
Change in non-cash working capital
Decommissioning obligations settled
Adjusted funds flow
Adjusted funds flow per boe

Years ended December 31,
2020
2019
1,996
352
30
6
–
–
2,026
358
14.34
23.92

Cash costs: Cash costs are comprised of royalties, production and operating, transportation, general and administrative, and cash finance
expense. Cash costs per boe is calculated by dividing cash costs by total production sold in the period. Management believes that cash costs
assist management and investors in assessing the Company’s efficiency and overall cost structure.
Years ended December 31,
2020
2019
435
61
657
136
559
80
652
56
–
–
2,303
333
16.30
22.25

($ thousands, except per boe amounts)
Royalties
Production and operating
Transportation
General and administrative
Cash finance expense
Cash costs
Cash costs per boe

CLEARWATER ASSETS

2020 MANAGEMENT’S DISCUSSION AND ANALYSIS

Page 1

Realized oil revenue: Realized oil revenue includes realized gains (losses) on financial crude oil and foreign exchange contracts. These
contracts are put in place to protect the Clearwater Assets adjusted funds flow from potential volatility in commodity prices and foreign exchange
rates.
Operating netback: Operating netback is calculated by deducting royalties, production and operating expenses, and transportation costs from
realized revenue. Operating netback is also calculated on a per boe basis using production volumes sold in the period. The Company considers
operating netback to be an important performance measure as it demonstrates its profitability relative to current commodity prices.
Net working capital deficiency (surplus): Net working capital deficiency (surplus) includes total current assets and current liabilities
excluding short-term derivative assets and liabilities related to the Company’s risk management activities.
VOLUME CONVERSIONS: Barrel of oil equivalent (“boe”) may be misleading, particularly if used in isolation. In accordance with National
Instrument 51-101 (“NI 51-101”), a conversion ratio for conventional natural gas of 6 Mcf:1 bbl has been used, which is based on an energy
equivalency conversion method primarily applicable at the burner tip and does not represent a value equivalency at the wellhead. In addition,
utilizing a conversion on a 6 Mcf:1 bbl basis may be misleading as an indicator of value as the value ratio between conventional natural gas and
heavy crude oil, based on the current prices of natural gas and crude oil, differ significantly from the energy equivalency of 6 Mcf:1 bbl. A
conversion ratio of 1 bbl of heavy crude oil to 1 bbl of NGL has also been used throughout this MD&A. Refer to the “Production” section of this
MD&A for details of constituent product components that comprise the Company’s boe production.

2020 ANNUAL CAPITAL EXPENDITURES
Years ended December 31,
2020
2019
5,927
6,088

($ thousands)
Exploration and development capital expenditures

Wells drilled by area
Years ended December 31,
2020
2019
4/4.0
2/2.0(1)

(gross/net)
Clearwater Assets

For the year ended December 31, 2020, exploration and development spending was $5.9 million (2019 - $6.1 million; 2018 - $0.3 million), and
included costs to drill, complete and tie-in four (4.0 net) multi-lateral horizonal heavy crude oil wells in the Ukalta area, targeting the Clearwater
formation. The program successfully demonstrated enhanced capital efficiency and performance utilizing a modified drilling mud system and
de-risked additional development drilling inventory. These four wells commenced production in late January through early March and production
had ramped up to a combined rate of over 540 bbl/d prior to curtailment and shut-in later in March in response to the significant decline in
heavy oil prices. Additional Clearwater exploration and development opportunities were also secured during the year.
In 2019, exploration and development spending was $6.1 million, and included costs to drill and complete two (2.0 net) exploratory six-leg
multi-lateral heavy crude oil wells and construct associated production facilities in the Ukalta area. The two wells were brought on-stream late
in the third quarter of 2019 and were producing an average of 160 bbl/d throughout December 2019.
In 2018, exploration and development spending included $0.3 million to acquire undeveloped lands which were prospective for future
development of the Clearwater Assets.
No decommissioning obligations were settled during the years ended December 31, 2020 and 2019 as the Clearwater Assets are in the early
stages of development. There are no decommissioning obligations associated with shut-in or non-producing assets.
Operating Netbacks
The following table highlights the operating netbacks of the Clearwater Assets for the years ended December 31, 2020 and 2019:
($ thousands)
Oil revenue(1)
Royalties
Production and operating expenses
Transportation costs
Operating netback

CLEARWATER ASSETS

Year ended December 31, 2020
4,370
(435)
(657)
(559)
2,719
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Year ended December 31, 2019
706
(61)
(136)
(80)
429
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($/boe)

Year ended December 31, 2020

Operating netback per boe
Production (boe/d)
Oil revenue(1)
Royalties
Production and operating expenses
Transportation costs
Operating netback
(1)

Year ended December 31, 2019

386
30.93
(3.08)
(4.65)
(3.96)
19.24

41
47.18
(4.08)
(9.09)
(5.35)
28.66

Includes revenues related to physical forward sales contracts which settled during the period.

For the year ended December 31, 2020, the Company’s operating netback was $2.7 million, up significantly from $0.4 million in 2019. The
increase was due to a 345 bbl/d increase in year-over-year production, partially offset by realized oil prices which were 34% lower than the
prior year. Lower realized oil prices closely tracked the 31% decrease in WTI from US$57.03/bbl in 2019 to US$39.40/bbl in 2020. On a unitof-production basis, operating netbacks decreased 33% to $19.24/boe compared to $28.66/boe in the prior year. The decrease was due primarily
to lower realized oil prices, partially offset by lower costs per boe resulting from the operating efficiencies of operating six (6.0 net) heavy crude
oil wells at Ukalta from two pads.

SUMMARY OF ANNUAL NET INCOME
Years ended December 31,
($ thousands)
4,370
(435)
(657)
(559)
2,719
(8)
(41)
(652)
(40)
(1,897)
(4)
(31)
46

Realized oil revenue(1)
Royalties
Production and operating expenses
Transportation costs
Operating netback(1)
Unrealized change in fair value of derivatives
Exploration and evaluation
General and administrative
Share-based payments
Depletion and depreciation
Finance expense
Deferred income tax expense
Net income
(1)

2020
($/boe)
30.93
(3.08)
(4.65)
(3.96)
19.24
(0.06)
(0.29)
(4.62)
(0.28)
(13.43)
(0.03)
(0.22)
0.31

($ thousands)
706
(61)
(136)
(80)
429
–
(15)
(56)
(2)
(256)
–
(25)
75

2019
($/boe)
47.18
(4.08)
(9.09)
(5.35)
28.66
–
(1.00)
(3.74)
(0.13)
(17.11)
–
(1.67)
5.01

See “Non-GAAP measures” in this MD&A.

Production
Years ended December 31,
2020
2019
386
41
386
41

Heavy crude oil (bbl/d)
Total production (boe/d)

For the year ended December 31, 2020, heavy crude oil production was 386 bbl/d, an increase of 345 bbl/d from the prior year. Four new wells
commenced production in the first quarter of 2020 and had ramped up to a combined rate of over 540 bbl/d prior to curtailment and shut-in
later in March in response to the significant decline in heavy oil prices. Heavy crude oil production was restarted mid-way through the second
quarter of 2020, following the recovery of oil prices.
In 2019, two (2.0 net) exploratory six-leg multi-lateral heavy crude oil wells were drilled, completed and tied-in at Ukalta. The two wells were
brought on-stream late in the third quarter of 2019 and were producing an average of 160 bbl/d throughout December 2019.
Commodity Prices

Years ended December 31,
2020
2019

Reference prices
West Texas Intermediate (“WTI”) light oil (US$/bbl)
Western Canadian Select (“WCS”) differential (US$/bbl)
WCS average (Cdn$/bbl)(1)
Average prices for the Clearwater Assets
Realized oil price ($/bbl)(2)
(1)
(2)

39.40
(12.60)
35.91

57.03
(12.76)
58.88

30.93

47.18

Derived internally using the Bank of Canada average foreign exchange rate of US$1.00 = Cdn$1.34 for the year ended December 31, 2020 (2019 – $1.33).
Realized oil prices include physical forward sales contracts for which delivery was made during the reporting period.

WTI averaged US$39.40/bbl for the year ended December 31, 2020 (2019 – US$57.03/bbl). The decrease from the prior year was related to
significantly lower global demand driven by the economic contraction caused by the COVID-19 pandemic. Compared to the third quarter of
2020, WTI prices saw increased volatility due to overall financial market volatility, uncertainties associated with the US Presidential election
campaign, a resurgence of COVID-19 induced shutdowns, and dissent between OPEC+ member countries which led to increased uncertainty.
A turning point was reached in November 2020 following the US election, coinciding with positive vaccine developments and lower tensions
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among OPEC+ member countries. These factors led WTI crude, and equity markets to rally significantly through the second half of the fourth
quarter.
The WCS differential tightened slightly from an average US$12.76/bbl in 2019 to US$12.60/bbl for the year ended December 31, 2020.
Production curtailments, facility turnarounds and natural production declines impacted the supply-demand balance in Alberta resulting in
historically strong WCS differentials. During the fourth quarter of 2020, the government of Alberta lifted its curtailment program leading to
increased domestic production for December 2020.
For the year ended December 31, 2020, the Company’s realized oil price was $30.93/bbl, down 34% from $47.18/bbl in 2019. Realized oil prices
were negatively impacted by physical forward sales contracts which settled during the period.
Revenue
Years ended December 31,
2020
2019
4,370
706
(8)
–
4,362
706
30.93
47.18
30.87
47.18

($ thousands, except as noted)
Realized oil revenue(1)
Unrealized gains (losses) on derivatives
Total revenue
Realized oil revenue ($/boe)
Total revenue ($/boe)
(1)

Includes revenues related to physical forward sales contracts which settled during the period.

For the year ended December 31, 2020, the Company recorded oil revenue of $4.4 million (2019 - $0.7 million), representing a more than fivefold increase from the prior year despite lower realized prices. Increased revenue was the result of higher production volumes following the
addition of four (4.0 net) new heavy crude oil wells in the first quarter of 2020.
For the year ended December 31, 2020 and 2019, unrealized losses on derivatives were nominal. Unrealized gains and losses represent the
change in mark-to-market value of derivative contracts as forward commodity prices and foreign exchange rates change. Unrealized gains and
losses on derivatives are excluded from the Company’s calculation of cash flow from (used in) operating activities as they are non-cash.
Derivative gains and losses vary depending on the nature and extent of derivative contracts in place, which in turn, vary with the Company’s
assessment of commodity price risk, committed capital spending and other factors.
Royalties
($ thousands, except as noted)
Crown
Freehold and overriding(1)
Total
Crown (% of realized oil revenue)
Freehold and overriding (% of realized oil revenue)
Total (% of realized oil revenue)
$/boe

Years ended December 31,
2020
2019
188
23
247
38
435
61
4.3
3.3
5.7
5.4
10.0
8.7
3.08
4.08

For the year ended December 31, 2020, royalty expense was $0.4 million, representing 10.0% of realized oil revenue (2019 – 8.6%). Royalties
were more than seven times higher than the prior year, commensurate with the increase in production. Average crown royalty rates increased
to 4.3% in 2020 compared to 3.3% in 2019, while freehold and overriding royalties also increased as a percentage of realized oil revenue from
5.4% to 5.7%. The increase in royalties as a percentage of realized oil revenue was the result of losses on physical forward sales contracts in
2020 which lowered revenue compared to benchmark oil prices.
Production and operating expenses
Years ended December 31,
2020
2019
657
136
4.65
9.09

($ thousands, except as noted)
Production and operating expenses
$/boe

On an absolute dollar basis, production and operating costs were up by $0.5 million over the prior year period. This increase reflects the
incremental costs to operate four (4.0 net) additional heavy crude oil wells which were drilled and completed during the first quarter of 2020.
Production and operating expenses were down 49% on a unit-of-production basis to $4.65/boe for the year ended December 31, 2020 (2019 $9.09/boe), as operating efficiencies were realized from the six (6.0 net) producing wells being located on only two pads.
Transportation costs
Years ended December 31,
2020
2019
559
80
3.96
5.35

($ thousands, except as noted)
Transportation costs
$/boe
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Transportation costs are comprised of clean oil trucking fees. For the year ended December 31, 2020, transportation costs were $0.6 million,
an increase of $0.5 million over the prior year. The increase was driven by the 9-fold increase in production from the Clearwater Assets in 2020
compared to the prior year.
Exploration and evaluation (“E&E”) expenses
Years ended December 31,
2020
2019
19
7
22
8
41
15

($ thousands)
Lease rentals
Geological and geophysical costs
Total E&E expense

Exploration and evaluation expenses include lease rentals on undeveloped acreage and geological and geophysical costs.
General and administrative (“G&A”) expenses
Years ended December 31,
2020
2019
685
61
(33)
(5)
652
56
4.62
3.74

($ thousands, except as noted)
Cash G&A expense
Overhead recoveries
Total G&A expense

$/boe

A portion of Perpetual’s G&A expenses have been allocated to the Clearwater Assets based on their share of the total Perpetual production
volumes for the year. For the year ended December 31, 2020, total G&A expense was $0.7 million, up $0.6 million from the prior year (2019 –
$0.1 million) due to the relative increase in production from the Clearwater Assets compared to Perpetual’s other operating areas.
Share-based payments
Years ended December 31,
2020
2019
40
2

($ thousands, except as noted)
Share-based payments (non-cash)

For the year ended December 31, 2020, share-based payments expense was nominal. A portion of Perpetual’s share-based payment expenses
have been allocated to the Clearwater Assets based on their share of the total Perpetual production volumes in the period.
Depletion and depreciation
Years ended December 31,
2020
2019
1,897
256
13.43
17.11

($ thousands, except as noted)
Depletion and depreciation
$/boe

The Company recorded $1.9 million of depletion and depreciation expense for the year ended December 31, 2020, up $1.6 million from 2019.
The increase reflects higher production from the Clearwater Assets which resulted from the four (4.0 net) heavy crude oil wells drilled and
completed during the first quarter of 2020. On a unit-of-production basis, depletion and depreciation expense decreased by 22% to $13.43/boe
(2019 – $17.11/boe), reflecting increased proved plus probable reserves assigned to the Clearwater Assets following the 2020 drilling program.
Impairment
In accordance with IFRS, an impairment test is performed for a cash-generating unit (“CGU”) if the Company identifies an indicator of impairment
or reversal of impairment. At December 31, 2020, the Company identified indicators of impairment due to the significant commodity price
volatility throughout 2020 and the continuing economic uncertainty surrounding the impact of COVID-19.
An impairment is recognized if the carrying value of a CGU exceeds the estimated recoverable amount for that CGU. The Company determines
the recoverable amount by using the greater of fair value less cost to sell and value-in use. At December 31, 2020, the Company used valuein-use, derived from the estimate of proved and probable oil reserves and the related cash flows estimated by the Company’s independent thirdparty reserve evaluator, discounting reserves at pre-tax rates ranging between 12% and 25% to consider risks specific to the assets.
The Company determined that there was no impairment or reversal of impairment to PP&E at December 31, 2020 and 2019.
Finance expense
($ thousands)
Accretion on decommissioning obligations (non-cash)
Finance expense recognized in net loss

Years ended December 31,
2020
2019
4
–
4
–

Finance expense represents the non-cash increase in decommissioning obligations due to the passage of time, which is referred to as accretion.
Accretion on decommissioning obligations increased compared to the prior year due to the decommissioning obligations associated with four
(4.0 net) new heavy crude oil wells drilled and completed in 2020.
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LIQUIDITY, CAPITALIZATION AND FINANCIAL RESOURCES
The Company’s strategy targets the maintenance of a strong capital base to retain investor, creditor and market confidence to support the
execution of its business plans. The Company manages its capital structure and adjusts its capital spending in light of changes in economic
conditions such as depressed commodity prices, available liquidity, and the risk characteristics of its underlying oil assets. The Company considers
its capital structure to include owners’ net investment and net working capital. To manage its capital structure and available liquidity, the
Company may from time to time issue debt securities, sell assets, and adjust its capital spending to manage current and projected debt levels.
The Company will continue to regularly assess changes to its capital structure and repayment alternatives, with considerations for both shortterm liquidity and long-term financial sustainability.
Capital Management
At December 31, 2020, the Clearwater Assets were funded primarily by owners’ net investment, supplemented by a net working capital deficiency
of $0.2 million. The Clearwater Assets had no current or long-term debt.
Commodity price risk management and sales obligations
The Company’s commodity price risk management strategy is focused on managing downside risk and increasing certainty in adjusted funds flow by
mitigating the effect of commodity price volatility. Physical fixed price forward sales contracts and financial derivatives are used to manage adjusted
funds flow, to lock in economics on capital programs and to take advantage of perceived anomalies in commodity markets. The Company may also
utilize foreign exchange derivatives and physical or financial derivatives related to the oil basis differentials between WTI and WCS in order to mitigate
the effects of fluctuations in foreign exchange rates and basis differentials on realized oil revenue.
The following tables provide a summary of open commodity price risk management contracts which were carved-out of Perpetual’s 2020 MD&A
which was issued on February 24, 2021. Contracts were allocated based on heavy crude oil production from the Clearwater Assets compared
to Perpetual’s total heavy crude oil production for the period:
Heavy crude oil
The following tables provide a summary of Perpetual’s risk management positions which have been allocated to the Clearwater Assets and
settle in US$:
Term
January 2021
January 2021 – March 2021
April 2021 – June 2021

Volumes sold (bbl/d)
72
72
72

Term
April 2021 – June 2021
April 2021 – September 2021
January 2021 – December 2021(2)

Volumes sold (bbl/d)
72
72
110

(1)

(2)

WTI (US$/bbl)
44.05
41.50
53.90

Market prices

(US$/bbl)(1)

52.10
57.84
66.08

WTI-WCS differential

Market prices

(11.90)
(14.20)
(13.25)

(11.49)
(12.74)
(13.17)

(US$/bbl)

(US$/bbl)(1)

Market prices for January – August are based on settled WTI-WCS differential prices. Market prices for subsequent months are based on forward WTI-WCS
differential prices as of market close on August 3, 2021.
Upon completion of the Arrangement, it is anticipated that Perpetual will retain its existing risk management contracts and Rubellite will implement its own
risk management policies and enter new contracts.

Term
January 2021
February 2021
March 2021

CLEARWATER ASSETS

Volumes sold (bbl/d)
72
120
145
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WCS (US$/bbl)
33.70
31.05
32.75

Market prices

(US$/bbl)(1)

40.04
45.13
50.94
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SELECTED ANNUAL INFORMATION
($ thousands, except where noted)
Financial
Oil revenue
Net income (loss)
Cash flow from (used in) operating activities
Adjusted funds flow(1)
Total assets
Total long-term liabilities
Owners’ net investment
Net working capital deficiency(1)
Net capital expenditures
Operating
Daily average production
Heavy crude oil (bbl/d)
Total average production (boe/d)
Average prices
Realized oil price ($/bbl)
Wells drilled
Heavy crude oil – gross (net)
Total – gross (net)
(1)

2020

2019

2018

4,370
46
1,996
2,026
10,973
459
9,835
220
5,927

706
75
352
358
6,377
101
5,227
841
6,088

–
–
–
–
261
–
261
–
261

386
386

41
41

–
–

30.93

47.18

–

4 (4.0)
4 (4.0)

2 (2.0)
2 (2.0)

– (–)
– (–)

See “Non-GAAP measures” in this MD&A.

OFF BALANCE SHEET ARRANGEMENTS
There are no off balance sheet arrangements.

RISK FACTORS
The Company is exposed to business risks that are inherent in the oil and gas industry, as well as those governed by the individual nature of
the Clearwater Assets. Risks impacting the business which influence controls and management of the Clearwater Assets include, but are not
limited to, the following:
•
•
•
•
•

geological and engineering risks;
the uncertainty of discovering commercial quantities of new reserves;
commodity prices, interest rate and foreign exchange risks;
competition; and
changes to government regulations including royalty regimes and tax legislation.

The Company manages these risks by:
•
•
•
•
•
•

attracting and retaining a team of highly qualified and motivated professionals who have a vested interest in the success of the
Company;
prudent operation of oil properties;
employing risk management instruments and policies to manage exposure to volatility of commodity prices, interest rates and foreign
exchange rates;
maintaining a flexible financial position;
maintaining strict environmental, safety and health practices; and
active participation with industry organizations to monitor and influence changes in government regulations and policies.

A complete discussion of risk factors is included on pages 55 and D-35 of this information circular.

CRITICAL ACCOUNTING ESTIMATES
The Company makes assumptions in applying certain critical accounting estimates that are uncertain at the time the accounting estimate is
made and may have a significant effect on the carve-out financial statements. Critical accounting estimates include proved and probable oil
reserves and the related cash flows, sales value of undeveloped lands, derivative financial instruments, provisions for decommissioning and
royalty obligations and share-based payments, income taxes, and the amount and likelihood of contingent liabilities. Critical accounting estimates
are based on assumptions and data including:
•
•
•
•
•
•
•

Estimation of recoverable proved and probable oil reserves and the related future cash flows from reserves;
Forecasted oil commodity prices;
Forecasted operating costs, royalty costs and future development costs;
Sales value of undeveloped lands;
Geological interpretations, success or failure of exploration activities, and the Company’s plans with respect to property and financial
ability to hold the property;
Risk free interest rates, inflation rates, and volatility in stock prices and oil commodity prices; and
Estimation of future abandonment and reclamation costs and timelines.
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A change in a critical accounting estimate can have a significant effect on net income, including their impact on the depletion rate, provisions,
impairments, and income taxes. A change in a critical accounting estimate can have a significant effect on the value of property, plant, and
equipment, provisions, derivative financial instruments and accounts payable. A complete discussion of critical accounting estimates is included
in the notes to the carve-out financial statements at December 31, 2020.
FORWARD-LOOKING INFORMATION AND STATEMENTS: Certain information and statements contained in this MD&A including
management's assessment of future plans and operations, may constitute forward-looking information and statements within the meaning of
applicable securities laws. This information and these statements relate to future events or to future performance. All statements other than
statements of historical fact may be forward-looking information and statements. The use of any of the words “anticipate”, “continue”,
“estimate”, “expect”, “may”, “will”, “project”, “should”, “believe”, “outlook”, “guidance”, “objective”, “plans”, “intends”, “targeting”, “could”,
“potential”, “strategy” and any similar expressions are intended to identify forward-looking information and statements.
In particular, but without limiting the foregoing, this MD&A contains forward-looking information and statements pertaining to the following:
the quantity and recoverability of the Clearwater Assets reserves; future prices as well as supply and demand for heavy crude oil; the existence,
operations and strategy of the commodity price risk management program; the approximate amount of forward sales and financial contracts to
be employed, and the value of financial forward oil and other risk management contracts; net income (loss) and adjusted funds flow sensitivities
to commodity price, production, foreign exchange and interest rate changes; production and operating, general and administrative (“G&A”),
and other expenses; the use of exploration and development activity, prudent asset management, and acquisitions to sustain, replace or add
to reserves and production or expand the Company’s asset base; adjusted funds flow; ability to fund exploration and development; expectations
regarding access to capital to fund its acquisition, exploration and development activities; funding of and anticipated results from capital
expenditure programs; future debt levels, financial capacity, liquidity and capital resources; the expectation that Perpetual will retain existing
risk management contracts; the expectation that Rubellite will implement its own risk management policies and enter new contracts; the
possibility of the issuance of equity or debt securities; the continued assessment of changes to capital structure and repayment alternatives;
and business strategies and plans of management including future changes in the structure of business operations.
Various assumptions were used in drawing the conclusions or making the forecasts and projections in the forward-looking information contained
in this MD&A, which assumptions are based on management’s analysis of historical trends, experience, current conditions and expected future
developments pertaining to the Clearwater Assets, the industry in which they operate, as well as certain assumptions regarding the matters
outlined above. Forward-looking information is based on current expectations, estimates and projections that involve a number of known and
unknown risks, including, without limitation, the impact of COVID-19 as further described below, which could cause actual results to vary and
in some instances to differ materially from those anticipated by management and described in the forward-looking information contained in this
MD&A. Neither Perpetual nor Rubellite can accurately predict the impact COVID-19 will have on their abilities to execute their business plans in
response to government public health efforts to contain COVID-19, to obtain financing or third parties' ability to meet their contractual obligations
due to uncertainties relating to the geographic spread of the virus, the length of travel and quarantine restrictions imposed by governments of
affected jurisdictions, and on the current and future demand for oil and gas. In the event that the prevalence of COVID-19 increases (or fears
in respect of COVID-19 increase), governments may increase regulations and restrictions regarding the flow of labour or products, travel bans,
and Perpetual and Rubellite’s operations, service providers and customers, and ability to advance their business plans or carry out their top
strategic priorities, could be adversely affected. In particular, should any employees, consultants or other service providers become infected
with COVID-19 or similar pathogens, it could have a material negative impact on Perpetual and Rubellite’s operations, prospects, business,
financial condition and results of operations. Undue reliance should not be placed on forward-looking information, which is not a guarantee of
performance and is subject to a number of risks or uncertainties, including without limitation those described herein and under “Risks Relating
to the Arrangement” on page 55 and “Risk Factors” on page D-35 of this information circular.
The forward-looking information and statements contained in this MD&A reflect several material factors, expectations and assumptions of
Perpetual and Rubellite including, without limitation, that operations with respect to the Clearwater Assets will be conducted in a manner
consistent with expectations and, where applicable, consistent with past practice; the successful implementation and operation under the MSA;
the general continuance of current or, where applicable, assumed industry conditions; the continuance of existing, and in certain circumstances,
the implementation of proposed tax, royalty and regulatory regimes; the ability to obtain equipment, services, and supplies in a timely manner
to carry out its activities; the accuracy of the estimates of reserve and resource volumes; the timely receipt of required regulatory approvals;
certain commodity price and other cost assumptions; the timing and costs of storage facility and pipeline construction and expansion and the
ability to secure adequate product transportation; the continued availability of adequate debt and/or equity financing and adjusted funds flow
to fund Rubellite’s capital and operating requirements as needed; and the extent of liabilities.
Perpetual believes the material factors, expectations and assumptions reflected in the forward-looking information and statements are
reasonable, but no assurance can be given that these factors, expectations and assumptions will prove to be correct. The forward-looking
information and statements included in this MD&A are not guarantees of future performance and should not be unduly relied upon. Such
information and statements involve known and unknown risks, uncertainties and other factors that may cause actual results or events to differ
materially from those anticipated in such forward-looking information or statements including, without limitation: volatility in market prices for
oil and natural gas products; supply and demand regarding the products resulting from the production of the Clearwater Assets; risks inherent
in operations, such as production declines, unexpected results, geological, technical, or drilling and process problems; unanticipated operating
events that can reduce production or cause production to be shut-in or delayed; changes in exploration or development plans of the Clearwater
Assets; reliance on industry partners; uncertainties or inaccuracies associated with estimating reserves volumes; competition for, among other
things: capital, acquisitions of reserves, undeveloped lands, skilled personnel, equipment for drilling, completions, facilities and pipeline
construction and maintenance; increased costs; incorrect assessments of the value of acquisitions; increased debt levels or debt service
requirements; industry conditions including fluctuations in the price of natural gas and related commodities; royalties payable in respect of
production; governmental regulation of the oil and gas industry, including environmental regulation; fluctuation in foreign exchange or interest
rates; the need to obtain required approvals from regulatory authorities; changes in laws applicable to the Clearwater Assets, royalty rates, or
other regulatory matters; general economic conditions in Canada, the United States and globally; stock market volatility and market valuations;
limited, unfavorable, or a lack of access to capital markets, and certain other risks detailed from time to time in public disclosure documents.
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Readers are cautioned that the foregoing list of risk factors is not exhaustive. Forward-looking information is based on the estimates and opinions
at the time the information is released, and Perpetual and Rubellite disclaim any intent or obligation to update publicly any such forward-looking
information, whether as a result of new information, future events or otherwise, other than as expressly required by applicable securities law.
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SCHEDULE B TO APPENDIX D
UNAUDITED CONDENSED INTERIM CARVE-OUT FINANCIAL STATEMENTS OF THE CLEARWATER ASSETS FOR THE
PERIOD ENDED MARCH 31, 2021 AND RELATED MANAGEMENT'S DISCUSSION AND ANALYSIS
(See attached)

CONDENSED INTERIM CARVE-OUT FINANCIAL
STATEMENTS OF THE CLEARWATER ASSETS
(UNAUDITED)
FOR THE PERIOD ENDED MARCH 31, 2021
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CLEARWATER ASSETS
Condensed Interim Carve-Out Statements of Financial Position
As at
(Cdn$ thousands, unaudited)

March 31, 2021

December 31, 2020

Assets
Current assets
Accounts receivable

$

Prepaid expenses and deposits

407

$

428

25

23

432

451

Non-current assets
10,120

Property, plant and equipment (note 3)
Total assets

$

10,522

10,552

$

10,973

713

$

671

Liabilities and owners’ net investment
Current liabilities
$

Accounts payable and accrued liabilities
Fair value of derivatives (note 7)

169
882

8
679

Non-current liabilities
Deferred tax

87

Decommissioning obligations (note 4)
Total liabilities

371

56
403

1,340

1,138

9,212

9,835

Owners’ net investment
Owners’ net investment
Total liabilities and owners’ net investment
Subsequent events (notes 1 and 8)
Contractual obligations (note 5)

$

10,552

$

10,973

See accompanying notes to the condensed interim carve-out financial statements.

/s/ Robert A. Maitland

/s/ Geoffrey C. Merritt

Robert A. Maitland

Geoffrey C. Merritt

Director

Director
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CLEARWATER ASSETS
Condensed Interim Carve-Out Statements of Net Income (Loss) and Comprehensive Income (Loss)
For the three months ended March 31,
2021
2020
(Cdn$ thousands, unaudited)
Revenue
Oil (note 6)
Royalties

$

Change in fair value of derivatives (note 7)

1,397
(128)
1,269
(161)
1,108

$

569
(59)
510
(3)
507

Expenses
Production and operating
Transportation
Exploration and evaluation
General and administrative
Share-based payments
Depletion and depreciation (note 3)
Net income from operating activities

250
166
2
159
8
394
129

179
50
22
104
8
417
(273)

Finance expense (note 4)
Net income (loss) before taxes

(1)
128

–
(273)

Deferred income tax expense (recovery)
Net income (loss) and comprehensive income (loss)

$

31
97

$

–
(273)

See accompanying notes to the condensed interim carve-out financial statements.
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CLEARWATER ASSETS
Condensed Interim Carve-Out Statements of Changes in Owners’ Net Investment

Total owners’ net investment
(Cdn$ thousands, unaudited)
Balance as at December 31, 2019
Net contributions from Perpetual Energy Inc. (“Perpetual”)
Share-based payments
Net loss
Balance at March 31, 2020

$

5,252

$

1,696
8
(273)
6,683

Balance as at December 31, 2020

9,835

Net contributions from (repayments to) Perpetual
Share-based payments
Net income
Balance at March 31, 2021

(728)
8
97
9,212

$

See accompanying notes to the condensed interim carve-out financial statements.
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CLEARWATER ASSETS
Condensed Interim Carve-Out Statements of Cash Flows
For the three months ended March 31,
2021
2020
(Cdn$ thousands, unaudited)
Cash flows from (used in) operating activities
Net income (loss)
Adjustments to add (deduct) non-cash items:
Depletion and depreciation (note 3)
Share-based payments
Unrealized change in fair value of derivatives (note 7)
Finance expense (note 4)
Deferred income tax expense (recovery)
Change in non-cash working capital
Net cash flows from operating activities

$

97

$

394
8
161
1
31
83
775

(273)
417
8
3
–
–
68
223

Cash flows from (used in) financing activities
Owner’s net investment
Net cash flows from (used in) financing activities

(728)
(728)

1,696
1,696

Cash flows from (used in) investing activities
Capital expenditures
Change in non-cash working capital
Net cash flows used in investing activities

(25)
(22)
(47)

Change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

$

–
–
–

(5,517)
3,598
(1,919)
–
–
–

$

See accompanying notes to the condensed interim carve-out financial statements.
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CLEARWATER ASSETS
Notes to the Condensed Interim Carve-Out Financial Statements (unaudited)
For the three months ended March 31, 2021
(All tabular amounts are in Cdn$ thousands, except where otherwise noted)

1.

REPORTING ENTITY

Perpetual Energy Inc. (“Perpetual”) is an oil and gas exploration, production and marketing company headquartered in Calgary, Alberta.
Perpetual owns a diversified asset portfolio, including liquids-rich conventional natural gas assets in the deep basin of West Central Alberta,
heavy crude oil and shallow conventional natural gas assets in Eastern Alberta, and undeveloped bitumen leases in Northern Alberta.
On July 12, 2021, Perpetual incorporated its wholly owned subsidiary, Rubellite Energy Inc. ("Rubellite") under the Business Corporations Act
(Alberta). The registered address of Rubellite Energy Inc. is 3200, 605 – 5 Avenue S.W., Calgary, Alberta, T2P 3H5.
Perpetual and Rubellite will participate in a plan of arrangement under the Business Corporations Act (Alberta) to be voted on by Perpetual
shareholders at the Perpetual special meeting to be held on August 31, 2021 (the “Arrangement”) and raise a minimum of $73.8 million of
cash through a combination of Rubellite equity financings including:
(i)

A backstopped arrangement warrant financing whereby Perpetual shareholders will receive Rubellite common shares and
arrangement warrants providing an equal opportunity to purchase Rubellite shares, raising $33.4 million (16.7 million Rubellite
Shares) (the “Arrangement Warrant Financing”). Rubellite has entered into a Standby Purchase Agreement with a corporation
controlled by Sue Riddell Rose, Perpetual’s President and Chief Executive Officer, that ensures that all arrangement warrants are
fully exercised to the extent they are not otherwise exercised by other Perpetual shareholders;

(ii)

a non-brokered private placement for a minimum of $10.5 million (5.225 million Rubellite common shares), which may be
expanded to up to $20 million (10 million Rubellite common shares) (the “Non-Brokered Private Placement”). The Non-Brokered
Private Placement is expected to close upon expiry of the arrangement warrants; and

(iii)

a brokered $30.0 million subscription receipt financing (the “Sub-Receipt Financing”) that has closed, with cash held in escrow
by a third-party trustee until the earlier of the satisfaction of the escrow release conditions or November 30, 2021. On the
satisfaction of the escrow release conditions, which include, among other things, the completion of the Arrangement and the
concurrent completion of the Non-Brokered Private Placement and the Arrangement Warrant Financing as well as the listing of
Rubellite common shares on the TSX, each subscription receipt issued will automatically be exchanged on a one-to-one basis for
15 million common shares of Rubellite concurrent with the other financings.

The subscription receipts, arrangement warrants, and the common shares are priced at $2.00 per Rubellite common share equivalent.
On July 15, 2021, Rubellite acquired all of Perpetual’s Clearwater lands, wells, roads and related facilities in northeast Alberta, referred to as
the “Clearwater Assets”, for aggregate consideration of $65.3 million. The Clearwater Assets, which are comprised of properties that target the
development and production of heavy crude oil from the Clearwater formation, are located in Perpetual’s Eastern Alberta operating area. The
Clearwater Assets are operated by Perpetual.
2.

BASIS OF PRESENTATION

These condensed interim carve-out financial statements for the three months ended March 31, 2021 have been prepared following the same
basis of measurement, critical accounting judgements and estimates and accounting policies as summarized in notes 3, 4 and 5, respectively,
to the audited carve-out financial statements of the Clearwater Assets for the years ended December 31, 2020, 2019 and 2018 as included in
Appendix D of the management information circular of Perpetual with respect to the Arrangement dated August 4, 2021. They do not include
all of the required disclosures for annual financial statements and therefore should be read in conjunction with the annual carve-out financial
statements and the notes thereto. The condensed interim carve-out financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) and were authorized for issuance by the Board of Directors of Perpetual on August 4, 2021. The
condensed interim carve-out financial statements are based on the terms of the Arrangement and present the historic carve-out financial
position, results of operations, changes in owners’ net investment and cash flows of the Clearwater Assets to be acquired by Rubellite. The data
presented in these condensed interim carve-out financial statements is derived from the accounting records of Perpetual on a carve-out basis.
The condensed interim carve-out financial statements are presented in Canadian dollars, which is the functional currency for both the Clearwater
Assets and Perpetual.
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3.

PROPERTY, PLANT AND EQUIPMENT (“PP&E”)
Oil and Gas
Properties

Cost
December 31, 2019
Additions
Change in decommissioning obligations related to PP&E (note 4)
December 31, 2020
Additions
Change in decommissioning obligations related to PP&E (note 4)
March 31, 2021

$
$
$

6,425
5,927
323
12,675
25
(33)
12,667

Accumulated depletion and depreciation
December 31, 2019
Depletion and depreciation
December 31, 2020
Depletion and depreciation
March 31, 2021

$

(256)
(1,897)
(2,153)
(394)
(2,547)

Carrying amount
December 31, 2020
March 31, 2021

$
$

10,522
10,120

$
$

During the year ended December 31, 2020 and in the second quarter of 2021, Perpetual and 1974918 Alberta Ltd (“197Co”), a company
controlled by Perpetual’s President and Chief Executive Officer, acquired certain Figure Lake lands from third parties. Perpetual has the option,
but not the obligation, to acquire 197Co’s interest in the acquired lands for an amount based on pre-determined parameters, on or prior to July
15, 2021 (the “Purchase Option”).
At March 31, 2021, future development costs of proved plus probable reserves of $16.7 million were included in the depletion calculations for
the Clearwater Assets (December 31, 2020 - $16.7 million).
Cash-generating units (“CGUs”) and impairment
Management is required to assess when internal or external indicators of impairment or impairment reversal exist, and impairment testing is
required. At March 31, 2021, an assessment of indicators of impairment for the Clearwater Assets was conducted. There were no triggers
identified and therefore, no impairments recognized during the first quarter of 2021.
4.

DECOMMISSIONING OBLIGATIONS

The following table summarizes changes in decommissioning obligations:
Obligations incurred, including acquisitions
Change in risk free interest rate
Change in estimates
Change in decommissioning obligations related to PP&E (note 3)
Accretion
Change in decommissioning obligations
Balance, beginning of period
Balance, end of period
Decommissioning obligations – current
Decommissioning obligations – non-current
Total decommissioning obligations

March 31, 2021
$
–
(33)
–
(33)
1
(32)
403
$
371
$
$

–
371
371

December 31, 2020
$
317
29
(23)
323
4
327
76
$
403
$
$

–
403
403

Decommissioning obligations are estimated based on the net ownership interest in all wells and facilities, estimated costs to reclaim and abandon
these wells and facilities, and the estimated timing of the costs to be incurred in future periods.
The increase in the provision due to the passage of time, which is referred to as accretion, is recognized as non-cash finance expense in the
condensed interim carve-out statements of net income (loss) and comprehensive income (loss). Decommissioning obligations are further
adjusted at each period end date for changes in the risk-free interest rate, after considering additions and dispositions of PP&E. Decommissioning
obligations are also adjusted for revisions to future cost estimates and the estimated timing of costs to be incurred in future periods.
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The following significant assumptions were used to estimate the Clearwater Assets’ decommissioning obligations:
March 31, 2021
$
386
2.0%
1.7%
20 to 25 years

Undiscounted obligations
Average risk-free rate
Inflation rate
Expected timing of settling obligations
5.

December 31, 2020
$
328
1.2%
1.5%
20 to 25 years

CONTRACTUAL OBLIGATIONS

As at March 31, 2021, the Clearwater Assets minimum contractual obligations over the next five years and thereafter, are as follows:

Contractual obligations
Accounts payable and accrued liabilities
Fair value of derivative liabilities
Total
6.

2021

2022

2023

2024

2025 and
thereafter

Total

$ 713
169
$ 882

–
–
–

–
–
–

–
–
–

–
–
–

$ 713
169
$ 882

REVENUE

Heavy crude oil production is sold pursuant to fixed or variable price contracts. The transaction price for variable priced contracts is based on
the commodity price, adjusted for quality, location, or other factors, whereby each component of the pricing formula can be either fixed or
variable, depending on the contract terms. Under the contracts, the Clearwater Assets are required to deliver fixed or variable volumes of heavy
crude oil to the contract counterparty. Revenue is recognized when a unit of production is delivered to the contract counterparty. The amount
of revenue recognized is based on the agreed transaction price, whereby any variability in revenue relates specifically to the Clearwater Assets
efforts to transfer production, and therefore the resulting revenue is allocated to the production delivered in the period during which the
variability occurs. As a result, none of the variable revenue is considered constrained.
Revenue is comprised entirely of heavy crude oil sales, which is usually sold under contracts of varying price and volume terms of up to one
year. Revenues are typically collected on the 25th day of the month following production.
Included in accounts receivable at March 31, 2021 is $0.4 million of accrued oil revenue related to March 2021 production (March 31, 2020 – $0.2
million related to March 2020 production).
7.

FINANCIAL RISK MANAGEMENT

The Board of Directors of Perpetual has overall responsibility for the establishment and oversight of the Clearwater Assets risk management
framework and has implemented and monitors compliance with risk management policies.
Perpetual’s risk management policies are established to identify and analyze the risks faced by the Clearwater Assets, to set appropriate risk
limits and controls, and to monitor risks and adherence to market conditions and the activities of the Clearwater Assets.
a)

Credit risk

Credit risk is the risk of financial loss to the Clearwater Assets if a customer or counterparty to a financial instrument fails to meet its contractual
obligations and arises principally from the Clearwater Assets receivables from joint venture partners, oil marketers and derivative contract
counterparties.
Receivables from oil marketers are normally collected on the 25th day of the month following sales. Management’s policy to mitigate credit risk
associated with these balances is to establish marketing relationships with large, well established purchasers. Historically, the Clearwater Assets
have not experienced any significant collection issues with their oil marketing receivables. Joint venture receivables are typically collected within
one to three months of the joint venture bill being issued to the partner. Management attempts to mitigate the risk from joint venture receivables
by obtaining partner approval of significant capital expenditures prior to expenditure. However, the receivables are generally from participants
in the oil sector, and collection of the outstanding balances is dependent on industry factors such as commodity price fluctuations, escalating
costs, the risk of unsuccessful drilling, and oil production; in addition, further risk exists with joint venture partners as disagreements occasionally
arise that increase the potential for non-collection. The Clearwater Assets do not typically obtain collateral from oil marketers or joint venture
partners, however, management does have the ability in some cases to withhold production or amounts payable to joint venture partners in the
event of non-payment.
The credit exposure related to derivatives is managed by engaging in risk management transactions with credit worthy counterparties, and
periodically monitoring counterparty credit assessments.
The carrying amount of accounts receivable as at March 31, 2021 was $0.4 million (December 31, 2020 – $0.4 million), representing the
Clearwater Assets maximum credit exposure. Credit provisions are represented by its loss allowance based on lifetime expected credit losses as
at March 31, 2021 of nil (December 31, 2020 – nil). The amount of the loss allowance was determined based on historical credit loss experience,
adjusted for forward-looking factors specific to the debtors and the economic environment. The total amount of accounts receivables 90 days
past due amounted to nil as at March 31, 2021 (December 31, 2020 – nil).
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b)

Liquidity risk

Liquidity risk is the risk that the Clearwater Assets will not be able to meet its financial obligations as they become due. The approach to
managing liquidity is to ensure, as far as possible, that it will have sufficient liquidity to meet its liabilities when due, under both normal and
stressed conditions, without incurring unacceptable losses or risking harm to the reputation of the Clearwater Assets.
c)

Capital management

Management’s objective when managing capital is to maintain a flexible capital structure that will allow it to execute on its capital expenditure
program, which includes expenditures on oil and gas activities that may or may not be successful. Therefore, management monitors the level
of risk incurred in its capital expenditures to balance the proportion of debt and equity in its capital structure. The capital structure includes
owners’ net investment and working capital. Management monitors its capital structure and makes adjustments on an ongoing basis in order to
maintain the flexibility needed to achieve long-term objectives. To manage the capital structure, management may adjust capital spending,
hedge future revenue and costs, issue new equity or issue new debt.
d)

Market risk

Market risk is the risk that changes in market prices such as foreign exchange rates, commodity prices and interest rates will affect the Clearwater
Assets net income or the value of financial instruments. The objective of market risk management is to manage and control market risk exposures
within acceptable limits, while maximizing returns.
Management utilizes fixed price physical delivery sales contracts to manage market risks related to commodity prices and foreign currency rates.
All such transactions are conducted in accordance with Perpetual’s Risk Management Policy, which has been approved by the Board of Directors.
i)

Commodity price risk

Commodity price risk is the risk that the fair value or future cash flow will fluctuate as a result of changes in commodity prices. Commodity
prices for oil are impacted not only by the relationship between the Canadian and United States dollar, but also by world economic events
that dictate the levels of supply and demand. Perpetual manages commodity price risk for the Clearwater Assets using various fixed price
physical delivery sales contracts.
Oil contracts
At March 31, 2021, the Clearwater Assets had entered into the following physical fixed price oil sales arrangements which settle in US$:
Term
Western Canadian Select (“WCS”)
April 2021 – June 2021
May 2021 – June 2021

Volumes
(bbls/d)

WTI-WCS differential
April 2021 – September 2021
April 2021 – December 2021

Contract Price
(US$/bbl)

Fair Value
(Cdn$ thousands)

71
53

42.00
51.70

(58)
13
(45)

70
106

(14.20)
(13.25)

(53)
(71)
(124)
(169)

Total

Oil contracts - sensitivity analysis
As at March 31, 2021, if future WTI oil prices changed by US$5.00 per bbl with all other variables held constant, the fair value of derivatives
and net income for the period would change by $0.1 million.
As at March 31, 2021, if future WTI-WCS differential oil prices changed by US$5.00 per bbl with all other variables held constant, the fair value
of derivatives and net income for the period would change by $0.3 million.
Fair value of financial assets and liabilities
Fair value measurements are classified into one of the following levels of the fair value hierarchy:
Level 1 – inputs represent unadjusted quoted prices in active markets for identical assets and liabilities. An active market is characterized
by a high volume of transactions that provides pricing information on an ongoing basis.
Level 2 – inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or indirectly. These
valuations are based on inputs that can be observed or corroborated in the marketplace, such as market interest rates or forecasted
commodity prices.
Level 3 – inputs for the asset or liability are not based on observable market data.
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Management aims to maximize the use of observable inputs when preparing calculations of fair value. Classification of each measurement into
the fair value hierarchy is based on the lowest level of input that is significant to the fair value calculation.
The fair value of cash and cash equivalents, accounts receivable, prepaid expenses and deposits, and accounts payable and accrued liabilities
approximate their carrying amounts due to their short terms to maturity.
The fair value of financial assets and liabilities, excluding working capital, is attributable to the following fair value hierarchy levels:

As at March 31, 2021

Gross

Netting

(1)

Financial assets
Fair value through profit and loss
Fair value of derivatives

13

(13)

Financial liabilities
Fair value through profit and loss
Fair value of derivatives

(182)

13

Fair value

Carrying
Amount

Level 1

–

–

(169)

(169)

Level 2

Level 3

–

–

–

–

(1)

Derivative assets and liabilities presented in the statement of financial position are shown net of offsetting assets or liabilities where the arrangement provides
for the legal right and intention for net settlement exists.

8.

SUBSEQUENT EVENTS

On July 15, 2021, Perpetual exercised the Purchase Option in exchange for a secured promissory note in the amount of $5.6 million owing to
197Co. The acquired Figure Lake lands and the secured promissory note obligation comprised part of the Clearwater Assets that were sold to
Rubellite.
In connection with the acquisition of the Clearwater Assets, Rubellite has entered into an agreement with a third party whereby it has sold a
3% to 5% gross overriding royalty on certain lands at Figure Lake (the "Figure Lake GORR Financing") for gross proceeds of $7.9 million to be
paid in accordance with a drilling commitment agreement.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
The following is management’s discussion and analysis (“MD&A”) of the operating and financial results of the Clearwater Assets (the “Company”)
for the three months ended March 31, 2021. This discussion is intended to complement and supplement the unaudited interim carve-out financial
statements and accompanying notes for the three months ended March 31, 2021 as well as the audited annual carve-out financial statements
and accompanying notes for the years ended December 31, 2020, 2019 and 2018 of the Clearwater Assets and should be read in conjunction
with the unaudited interim and audited annual carve-out financial statements and accompanying notes. The carve-out financial statements are
prepared in accordance with Canadian generally accepted accounting principles ("GAAP") which require publicly accountable enterprises to
prepare their financial statements using International Financial Reporting Standards (“IFRS”). Readers are referred to the advisories for
additional information regarding forecasts, assumptions and other forward-looking information contained in the “Forward Looking Information
and Statements” section of this MD&A. The date of this MD&A is August 4, 2021.
The unaudited interim carve-out financial statements of the Clearwater Assets have been prepared based on the proposed terms of the plan of
arrangement under the Business Corporations Act (Alberta) as further described in this information circular, which will result in the following:
(i)

Perpetual Energy Inc. (“Perpetual”) receiving cash and common share purchase options and its shareholders receiving common shares
of Rubellite Energy Inc. (“Rubellite”), a newly incorporated company;
(ii) Rubellite becoming the owner of all of Perpetual’s existing Clearwater Assets; and
(iii) Shareholders of Perpetual being given the opportunity to participate in the common share financing of Rubellite (the “Arrangement”).
NATURE OF BUSINESS: The Clearwater Assets comprise all of Perpetual’s Clearwater lands, wells, roads and related facilities in northeast
Alberta. The Clearwater Assets target the development and production of heavy crude oil from the Clearwater formation and are located in
Perpetual’s Eastern Alberta operating area. The Clearwater Assets are operated by Perpetual.

ADVISORIES
NON-GAAP MEASURES: The terms “adjusted funds flow”, “adjusted funds flow per boe”, “cash costs”, “net working capital deficiency”,
“operating netback”, and “realized oil revenue” used in this MD&A are not recognized under GAAP. Management believes that in addition to net
income (loss) and net cash flows from (used in) operating activities as defined by GAAP, these terms are useful supplemental measures to
evaluate performance. Users are cautioned however that these measures should not be construed as an alternative to net income (loss) or net
cash flows from (used in) operating activities determined in accordance with GAAP as an indication of the Clearwater Assets performance, and
may not be comparable with the calculation of similar measurements by other entities.
Adjusted funds flow: Adjusted funds flow is calculated based on cash flows from (used in) operating activities, excluding changes in noncash working capital and expenditures on decommissioning obligations since management believes the timing of collection, payment or
incurrence of these items is variable. Expenditures on decommissioning obligations may vary from period to period depending on capital
programs and the maturity of the Company’s operating areas. Expenditures on decommissioning obligations are managed through the capital
budgeting process which considers available adjusted funds flow. Management uses adjusted funds flow and adjusted funds flow per boe as
key measures to assess the ability of the Company to generate the funds necessary to finance capital expenditures, expenditures on
decommissioning obligations, and meet its financial obligations.
Adjusted funds flow is not intended to represent net cash flows from (used in) operating activities calculated in accordance with IFRS.
Adjusted funds flow per boe is calculated as adjusted funds flow divided by total production sold in the period.
The following table reconciles net cash flows from (used in) operating activities to adjusted funds flow:
Three months ended March 31,
2021
2020
775
223
(83)
(68)
–
–
692
155
20.39
5.18

($ thousands, except per share and per boe amounts)
Net cash flows from (used in) operating activities
Change in non-cash working capital
Decommissioning obligations settled
Adjusted funds flow
Adjusted funds flow per boe

Cash costs: Cash costs are comprised of royalties, production and operating, transportation, general and administrative, and cash finance
expense. Cash costs per boe is calculated by dividing cash costs by total production sold in the period. Management believes that cash costs
assist management and investors in assessing the Company’s efficiency and overall cost structure.
Three months ended March 31,
2021
2020
128
59
250
179
166
50
159
104
–
–
703
392
20.72
13.09

($ thousands, except per boe amounts)
Royalties
Production and operating
Transportation
General and administrative
Cash finance expense
Cash costs
Cash costs per boe
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Realized oil revenue: Realized oil revenue includes realized gains (losses) on financial crude oil and foreign exchange contracts. These
contracts are put in place to protect the Clearwater Assets adjusted funds flow from potential volatility in commodity prices and foreign exchange
rates.
Operating netback: Operating netback is calculated by deducting royalties, production and operating expenses, and transportation costs from
realized revenue. Operating netback is also calculated on a per boe basis using production volumes sold in the period. The Company considers
operating netback to be an important performance measure as it demonstrates its profitability relative to current commodity prices.
Net working capital deficiency (surplus): Net working capital deficiency (surplus) includes total current assets and current liabilities
excluding short-term derivative assets and liabilities related to the Company’s risk management activities.
VOLUME CONVERSIONS: Barrel of oil equivalent (“boe”) may be misleading, particularly if used in isolation. In accordance with National
Instrument 51-101 (“NI 51-101”), a conversion ratio for conventional natural gas of 6 Mcf:1 bbl has been used, which is based on an energy
equivalency conversion method primarily applicable at the burner tip and does not represent a value equivalency at the wellhead. In addition,
utilizing a conversion on a 6 Mcf:1 bbl basis may be misleading as an indicator of value as the value ratio between conventional natural gas and
heavy crude oil, based on the current prices of natural gas and crude oil, differ significantly from the energy equivalency of 6 Mcf:1 bbl. A
conversion ratio of 1 bbl of heavy crude oil to 1 bbl of NGL has also been used throughout this MD&A. Refer to the “Production” section of this
MD&A for details of constituent product components that comprise the Company’s boe production.

FIRST QUARTER FINANCIAL AND OPERATING RESULTS
Three months ended March 31,
2021
2020
25
5,517

($ thousands)
Exploration and development capital expenditures

Wells drilled by area
Three months ended March 31,
2021
2020
-/4/4.0

(gross/net)
Clearwater Assets

Exploration and development spending in the first quarter of 2021 was nominal, as capital expenditures were deferred to preserve Perpetual’s
liquidity.
In the first quarter of 2020, exploration and development spending was $5.5 million, and included costs to drill, complete and tie-in four (4.0
net) multi-lateral horizontal heavy crude oil wells targeting the Clearwater formation. These four wells performed above expected type curve
levels with production at a combined rate of 540 bbl/d, prior to being shut-in at the end of March in response to the significant decline in heavy
oil prices.
No decommissioning obligations were settled during the first quarter of 2021 and 2020 as the Clearwater Assets are in the early stages of
development. There are no decommissioning obligations associated with shut-in or non-producing assets.
Operating Netbacks
The following table highlights the operating netbacks of the Clearwater Assets for the three months ended March 31, 2021 and 2020:

($ thousands)
Oil revenue(1)
Royalties
Production and operating expenses
Transportation costs
Operating netback

($/boe)

Three months ended March 31, 2021
Total
1,397
(128)
(250)
(166)
853

Three months ended March 31, 2020
Total
569
(59)
(179)
(50)
281

Three months ended March 31, 2021
Total

Three months ended March 31, 2020
Total

Operating netback per boe
Production (boe/d)
Oil revenue(1)
Royalties
Production and operating expenses
Transportation costs
Operating netback
(1)

377
41.17
(3.77)
(7.37)
(4.89)
25.14

329
19.01
(1.97)
(5.98)
(1.67)
9.39

Includes revenues related to physical fixed price forward sales contracts which settled during the period.

For the first quarter of 2021, the Company’s operating netback was $0.9 million, a three-fold increase from $0.3 million in the comparative
period of 2020. On a unit-of-production basis, operating netbacks were $25.14/boe, 168% higher than the prior year period (Q1 2020 –
$9.39/boe) due primarily to WCS average prices of $57.62/bbl which were 68% higher than the prior year period (Q1 2020 – $34.36/bbl),
partially offset by physical oil hedging losses of $7.93/bbl and higher costs per boe. Royalties increased with higher realized prices, while
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production and operating expenses increased as a result of higher well servicing costs after an extended period of voluntary shut-ins during
mid-2020 in response to the significant decline in oil prices.
Production
Three months ended March 31,
2021
2020
377
329
377
329

Heavy crude oil (bbl/d)
Total production (boe/d)

Heavy crude oil production from the Clearwater Assets was 377 boe/d, 15% higher than the comparative period of 2020.
Four new wells commenced production in the first quarter of 2020 and had ramped up to a combined rate of over 540 bbl/d prior to curtailment
and shut-in later in March in response to the significant decline in heavy oil prices. Heavy crude oil production was restarted mid-way through
the second quarter of 2020, following the recovery of oil prices.
Commodity Prices

Three months ended March 31,
2021
2020

Reference prices
West Texas Intermediate (“WTI”) light oil (US$/bbl)
Western Canadian Select (“WCS”) differential (US$/bbl)
WCS average (Cdn$/bbl)(1)
Average prices for the Clearwater Assets
Realized oil price ($/bbl)(2)
(1)

(2)

57.84
(12.47)
57.62

46.17
(20.53)
34.36

41.17

19.01

Derived internally using the Bank of Canada average foreign exchange rate of US$1.00 = Cdn$1.27 for the three months ended March 31, 2021 (Q1 2020 –
$1.34).
Realized oil prices include physical forward sales contracts for which delivery was made during the reporting period.

The increase in WTI to US$57.84/bbl for the first quarter of 2021 from US$46.17/bbl in the comparative period of 2020 was related to lower
global supply, aided by OPEC+ production curtailments and natural declines due to low investment. Early in 2021, Saudi Arabia surprised the
market by announcing an incremental supply restriction, helping push prices higher through the quarter. In the prior year period, demand was
reduced due to the economic contraction relating to social distancing measures implemented in response to the COVID-19 pandemic.
The WCS differential narrowed from an average US$20.53/bbl in the first quarter of 2020 to US$12.47/bbl in the same period of 2021, due
primarily to natural declines of conventional Western Canadian Sedimentary Basin (“WCSB”) oil production which more than offset increasing
oil sands production, thereby decreasing requirements for transportation by rail. In December 2020, the Alberta Government ended their
curtailment program; resulting in higher oil sands production compared to the fourth quarter of 2020. WCSB storage was able to absorb this
increased supply.
For the first quarter of 2021, the Company’s realized oil price was $41.17/bbl, more than two times higher than $19.01/bbl in the comparative
period of 2020. Realized oil prices were negatively impacted by losses of $7.93/boe from physical forward sales contracts which settled during
the period.
Revenue
Three months ended March 31,
2021
2020
1,397
569
(161)
(3)
1,236
566
41.17
19.01
36.42
18.91

($ thousands, except as noted)
Realized oil revenue(1)
Unrealized gains (losses) on derivatives
Total revenue
Realized oil revenue ($/boe)
Total revenue ($/boe)
(1)

Includes revenues related to physical forward sales contracts which settled during the period.

Realized oil revenue for the first quarter of 2021 was $1.4 million, more than two times higher than the comparative period of 2020 (Q1 2020
– $0.6 million). The increase was due primarily to the 68% increase in the WCS average price, combined with the 15% increase in heavy crude
oil production over the first quarter of 2020.
For the first quarter of 2021, unrealized losses on physical oil derivatives were $0.2 million. Unrealized gains and losses represent the change
in mark-to-market value of derivative contracts as forward commodity prices and foreign exchange rates change. Unrealized gains and losses
on derivatives are excluded from the Company’s calculation of cash flow from (used in) operating activities as they are non-cash. Derivative
gains and losses vary depending on the nature and extent of derivative contracts in place, which in turn, vary with the Company’s assessment
of commodity price risk, committed capital spending and other factors.
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Royalties
Three months ended March 31,
2021
2020
57
19
71
40
128
59
4.1
3.3
5.1
7.0
9.2
10.3
3.77
1.97

($ thousands, except as noted)
Crown
Freehold and overriding
Total
Crown (% of realized oil revenue)
Freehold and overriding (% of realized oil revenue)
Total (% of realized oil revenue)
$/boe

Total royalties for the first quarter of 2021 were $0.1 million, 117% higher than the comparative period of 2020. On a unit-of-production basis,
royalties were up 91% to $3.77/boe (Q1 2020 – $1.97/boe), reflecting the 68% increase in the WCS average price. Average crown royalty rates
increased to 4.1% in the first quarter of 2021 compared to 3.3% in the prior year period, due primarily to higher reference prices for heavy
crude oil. Freehold and overriding royalties decreased as a percentage of realized oil revenue from 7.0% to 5.1%.
Production and operating expenses
Three months ended March 31,
2021
2020
250
179
7.37
5.98

($ thousands, except as noted)
Production and operating expenses
$/boe

For the first quarter of 2021, production and operating costs were $0.3 million, up 40% from the comparative period of 2020 (Q1 2020 - $0.2
million). Oil production was temporarily shut-in during late March 2020 following the significant decline in heavy oil prices, which lowered
production and operating expenses in the first quarter of 2020.
On a unit-of-production basis, production and operating expenses were up 23% to $7.37/boe, due primarily to higher fixed costs as the Company
began to prepare for increased development of the Clearwater Assets.
Transportation costs
Three months ended March 31,
2021
2020
166
50
4.89
1.67

($ thousands, except as noted)
Transportation costs
$/boe

Transportation costs are comprised of clean oil trucking fees. For the first quarter of 2021, transportation costs were $0.2 million, an increase
of $0.1 million from the prior year period. The increase was driven by the 15% increase in production from the Clearwater Assets in the first
quarter of 2021 combined with increased trucking costs per boe associated with a longer distance to the sales point.
Exploration and evaluation (“E&E”) expenses
Three months ended March 31,
2021
2020
2
–
–
22
2
22

($ thousands)
Lease rentals
Geological and geophysical costs
Total E&E expense

Exploration and evaluation expenses include lease rentals on undeveloped acreage and geological and geophysical costs.
General and administrative (“G&A”) expenses
Three months ended March 31,
2021
2020
160
115
(1)
(11)
159
104
4.69
3.47

($ thousands, except as noted)
Cash G&A expense
Overhead recoveries
Total G&A expense

$/boe

A portion of Perpetual’s G&A expenses have been allocated to the Clearwater Assets based on the Clearwater Assets share of the total Perpetual
production volumes for the period. For the first quarter of 2021, total G&A expense was $0.2 million, up 53% from the prior year (Q1 2020 –
$0.1 million) due to the relative increase in production from the Clearwater Assets compared to Perpetual’s other operating areas.
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Share-based payments
Three months ended March 31,
2021
2020
8
8

($ thousands)
Share-based payments (non-cash)

For the first quarter of 2021, share-based payments expense was nominal. A portion of Perpetual’s share-based payment expenses have been
allocated to the Clearwater Assets based on the Clearwater Assets share of the total Perpetual production volumes in the period.
Depletion and depreciation
Three months ended March 31,
2021
2020
394
417
11.61
13.93

($ thousands, except as noted)
Depletion and depreciation
$/boe

The Company recorded $0.4 million of depletion and depreciation expense for the first quarter of 2021, down 6% from the prior year period
(Q1 2020 - $0.4 million). On a unit-of-production basis, depletion and depreciation expense decreased by 17% to $11.61/boe (Q1 2020 –
$13.93/boe), reflecting increased proved plus probable reserves assigned to the Clearwater Assets following the 2020 drilling program.
Impairment
The Company is required to assess when internal or external indicators of impairment or impairment reversal exist, and impairment testing is
required. At March 31, 2021, an assessment of indicators of impairment for the Clearwater Assets was conducted. There were no triggers
identified and therefore, no impairments recognized during the first quarter of 2021.
Finance expense
Three months ended March 31,
2021
2020
1
–
1
–

($ thousands)
Accretion on decommissioning obligations (non-cash)
Finance expense recognized in net loss

Finance expense represents the non-cash increase in decommissioning obligations due to the passage of time, which is referred to as accretion.

LIQUIDITY, CAPITALIZATION AND FINANCIAL RESOURCES
The Company’s strategy targets the maintenance of a strong capital base to retain investor, creditor and market confidence to support the
execution of its business plans. The Company manages its capital structure and adjusts its capital spending in light of changes in economic
conditions such as depressed commodity prices, available liquidity, and the risk characteristics of its underlying oil assets. The Company considers
its capital structure to include owners’ net investment and net working capital. To manage its capital structure and available liquidity, the
Company may from time to time issue equity or debt securities, sell assets, and adjust its capital spending to manage current and projected
debt levels. The Company will continue to regularly assess changes to its capital structure and repayment alternatives, with considerations for
both short-term liquidity and long-term financial sustainability.
Capital Management
At March 31, 2021, the Clearwater Assets were funded primarily by owners’ net investment, supplemented by a net working capital deficiency
of $0.3 million. The Clearwater Assets had no current or long-term debt.
Commodity price risk management and sales obligations
The Company’s commodity price risk management strategy is focused on managing downside risk and increasing certainty in adjusted funds flow by
mitigating the effect of commodity price volatility. Physical fixed price forward sales contracts and financial derivatives are used to manage adjusted
funds flow, to lock in economics on capital programs and to take advantage of perceived anomalies in commodity markets. The Company may also
utilize foreign exchange derivatives and physical or financial derivatives related to the oil basis differentials between WTI and WCS in order to mitigate
the effects of fluctuations in foreign exchange rates and basis differentials on realized oil revenue.
The following tables provide a summary of open commodity price risk management contracts which were carved-out of Perpetual’s Q1 2021
MD&A which was issued on May 4, 2021. Contracts were allocated based on heavy crude oil production from the Clearwater Assets compared
to Perpetual’s total heavy crude oil production for the period:
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Heavy crude oil
The following tables provide a summary of Perpetual’s risk management positions which have been allocated to the Clearwater Assets and
settle in US$:
WTI-WCS differential
Market prices
Term
Volumes sold (bbl/d)
(US$/bbl)
(US$/bbl)(1)
April 2021 – September 2021
70
(14.20)
(12.74)
April 2021 – December 2021(2)
106
(13.25)
(13.41)
July 2021 – September 2021
53
(11.25)
(13.99)
(1)

(2)

Market prices for April - August are based on settled WTI-WCS differential prices. Market prices for subsequent months are based on forward WTI-WCS
differential prices as of market close on August 3, 2021.
Upon completion of the Arrangement, it is anticipated that Perpetual will retain its existing risk management contracts and Rubellite will implement its own
risk management policies and enter new contracts.

Term
April 2021 – June 2021
May 2021 – June 2021
(1)

Volumes sold (bbl/d)
71
53

WCS (US$/bbl)
42.00
51.70

Market prices

(US$/bbl)(1)

54.59
56.63

Market prices are based on settled WCS prices.

OFF BALANCE SHEET ARRANGEMENTS
There are no off balance sheet arrangements.

RISK FACTORS
The Company is exposed to business risks that are inherent in the oil and gas industry, as well as those governed by the individual nature of
the Clearwater Assets. Risks impacting the business which influence controls and management of the Clearwater Assets include, but are not
limited to, the following:
•
•
•
•
•

geological and engineering risks;
the uncertainty of discovering commercial quantities of new reserves;
commodity prices, interest rate and foreign exchange risks;
competition; and
changes to government regulations including shut-in of gas over bitumen assets, royalty regimes and tax legislation.

The Company manages these risks by:
•
•
•
•
•
•

attracting and retaining a team of highly qualified and motivated professionals who have a vested interest in the success of the
Company;
prudent operation of oil properties;
employing risk management instruments and policies to manage exposure to volatility of commodity prices, interest rates and foreign
exchange rates;
maintaining a flexible financial position;
maintaining strict environmental, safety and health practices; and
active participation with industry organizations to monitor and influence changes in government regulations and policies.

A complete discussion of risk factors is included on pages 55 and D-35 of this information circular.

CRITICAL ACCOUNTING ESTIMATES
The Company makes assumptions in applying certain critical accounting estimates that are uncertain at the time the accounting estimate is
made and may have a significant effect on the carve-out financial statements. Critical accounting estimates include proved and probable oil and
gas reserves and the related cash flows, sales value of undeveloped lands, derivative financial instruments, provisions for decommissioning and
royalty obligations and share-based payments, income taxes, and the amount and likelihood of contingent liabilities. Critical accounting estimates
are based on assumptions and data including:
•
•
•
•
•
•
•

Estimation of recoverable proved and probable oil reserves and the related future cash flows from reserves;
Forecasted oil commodity prices;
Forecasted operating costs, royalty costs and future development costs;
Sales value of undeveloped lands;
Geological interpretations, success or failure of exploration activities, and the Company’s plans with respect to property and financial
ability to hold the property;
Risk free interest rates, inflation rates, and volatility in stock prices and oil and gas commodity prices; and
Estimation of future abandonment and reclamation costs and timelines.

A change in a critical accounting estimate can have a significant effect on net income, including their impact on the depletion rate, provisions,
impairments, and income taxes. A change in a critical accounting estimate can have a significant effect on the value of property, plant, and
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equipment, provisions, derivative financial instruments and accounts payable. A complete discussion of critical accounting estimates is included
in the notes to the carve-out financial statements at December 31, 2020.
FORWARD-LOOKING INFORMATION AND STATEMENTS: Certain information and statements contained in this MD&A including
management's assessment of future plans and operations, may constitute forward-looking information and statements within the meaning of
applicable securities laws. This information and these statements relate to future events or to future performance. All statements other than
statements of historical fact may be forward-looking information and statements. The use of any of the words “anticipate”, “continue”,
“estimate”, “expect”, “may”, “will”, “project”, “should”, “believe”, “outlook”, “guidance”, “objective”, “plans”, “intends”, “targeting”, “could”,
“potential”, “strategy” and any similar expressions are intended to identify forward-looking information and statements.
In particular, but without limiting the foregoing, this MD&A contains forward-looking information and statements pertaining to the following:
the quantity and recoverability of the Clearwater Assets reserves; future prices as well as supply and demand for heavy crude oil; the existence,
operations and strategy of the commodity price risk management program; the approximate amount of forward sales and financial contracts to
be employed, and the value of financial forward oil and other risk management contracts; net income (loss) and adjusted funds flow sensitivities
to commodity price, production, foreign exchange and interest rate changes; production and operating, general and administrative (“G&A”),
and other expenses; the use of exploration and development activity, prudent asset management, and acquisitions to sustain, replace or add
to reserves and production or expand Rubellite’s asset base; adjusted funds flow; ability to fund exploration and development; expectations
regarding access to capital to fund its acquisition, exploration and development activities; funding of and anticipated results from capital
expenditure programs; future debt levels, financial capacity, liquidity and capital resources; the expectation that Perpetual will retain existing
risk management contracts; the expectation that Rubellite will implement its own risk management policies and enter new contracts; the
possibility of the issuance of equity or debt securities; the continued assessment of changes to capital structure and repayment alternatives;
and business strategies and plans of management including future changes in the structure of business operations.
Various assumptions were used in drawing the conclusions or making the forecasts and projections in the forward-looking information contained
in this MD&A, which assumptions are based on management’s analysis of historical trends, experience, current conditions and expected future
developments pertaining to the Clearwater Assets, the industry in which they operate, as well as certain assumptions regarding the matters
outlined above. Forward-looking information is based on current expectations, estimates and projections that involve a number of known and
unknown risks, including, without limitation, the impact of COVID-19 as further described below, which could cause actual results to vary and
in some instances to differ materially from those anticipated by management and described in the forward-looking information contained in this
MD&A. Neither Perpetual nor Rubellite can accurately predict the impact COVID-19 will have on their abilities to execute their business plans in
response to government public health efforts to contain COVID-19, to obtain financing or third parties' ability to meet their contractual obligations
due to uncertainties relating to the geographic spread of the virus, the length of travel and quarantine restrictions imposed by governments of
affected jurisdictions, and on the current and future demand for oil and gas. In the event that the prevalence of COVID-19 increases (or fears
in respect of COVID-19 increase), governments may increase regulations and restrictions regarding the flow of labour or products, travel bans,
and Perpetual and Rubellite’s operations, service providers and customers, and ability to advance their business plans or carry out their top
strategic priorities, could be adversely affected. In particular, should any employees, consultants or other service providers become infected
with COVID-19 or similar pathogens, it could have a material negative impact on Perpetual and Rubellite’s operations, prospects, business,
financial condition and results of operations. Undue reliance should not be placed on forward-looking information, which is not a guarantee of
performance and is subject to a number of risks or uncertainties, including without limitation those described herein and under “Risks Relating
to the Arrangement” on page 55 and “Risk Factors” on page D-35 of this information circular and in other reports on file with Canadian securities
regulatory authorities which may be accessed through the SEDAR website (www.sedar.com) and at Rubellite's website
(www.Rubelliteenergy.com).
The forward-looking information and statements contained in this MD&A reflect several material factors, expectations and assumptions of
Perpetual and Rubellite including, without limitation, that operations with respect to the Clearwater Assets will be conducted in a manner
consistent with expectations and, where applicable, consistent with past practice; the successful implementation and operation under the MSA;
the general continuance of current or, where applicable, assumed industry conditions; the continuance of existing, and in certain circumstances,
the implementation of proposed tax, royalty and regulatory regimes; the ability to obtain equipment, services, and supplies in a timely manner
to carry out its activities; the accuracy of the estimates of reserve and resource volumes; the timely receipt of required regulatory approvals;
certain commodity price and other cost assumptions; the timing and costs of storage facility and pipeline construction and expansion and the
ability to secure adequate product transportation; the continued availability of adequate debt and/or equity financing and adjusted funds flow
to fund Rubellite’s capital and operating requirements as needed; and the extent of liabilities.
Perpetual believes the material factors, expectations and assumptions reflected in the forward-looking information and statements are
reasonable, but no assurance can be given that these factors, expectations and assumptions will prove to be correct. The forward-looking
information and statements included in this MD&A are not guarantees of future performance and should not be unduly relied upon. Such
information and statements involve known and unknown risks, uncertainties and other factors that may cause actual results or events to differ
materially from those anticipated in such forward-looking information or statements including, without limitation: volatility in market prices for
oil and natural gas products; supply and demand regarding the products resulting from the production of the Clearwater Assets; risks inherent
in operations, such as production declines, unexpected results, geological, technical, or drilling and process problems; unanticipated operating
events that can reduce production or cause production to be shut-in or delayed; changes in exploration or development plans of the Clearwater
Assets; reliance on industry partners; uncertainties or inaccuracies associated with estimating reserves volumes; competition for, among other
things; capital, acquisitions of reserves, undeveloped lands, skilled personnel, equipment for drilling, completions, facilities and pipeline
construction and maintenance; increased costs; incorrect assessments of the value of acquisitions; increased debt levels or debt service
requirements; industry conditions including fluctuations in the price of natural gas and related commodities; royalties payable in respect of
production; governmental regulation of the oil and gas industry, including environmental regulation; fluctuation in foreign exchange or interest
rates; the need to obtain required approvals from regulatory authorities; changes in laws applicable to the Clearwater Assets, royalty rates, or
other regulatory matters; general economic conditions in Canada, the United States and globally; stock market volatility and market valuations;
limited, unfavorable, or a lack of access to capital markets, and certain other risks detailed from time to time in public disclosure documents.

CLEARWATER ASSETS
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Readers are cautioned that the foregoing list of risk factors is not exhaustive. Forward-looking information is based on the estimates and opinions
at the time the information is released, and Perpetual and Rubellite disclaim any intent or obligation to update publicly any such forward-looking
information, whether as a result of new information, future events or otherwise, other than as expressly required by applicable securities law.
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SCHEDULE C TO APPENDIX D
UNAUDITED PRO FORMA FINANCIAL STATEMENTS OF RUBELLITE ENERGY INC. AS AT AND FOR
THE THREE MONTHS ENDED MARCH 31, 2021 AND FOR THE YEAR ENDED DECEMBER 31, 2020
(See attached)

PRO FORMA FINANCIAL STATEMENTS OF RUBELLITE
ENERGY INC. (UNAUDITED)
AS AT AND FOR THE THREE MONTHS ENDED MARCH 31, 2021 AND FOR THE YEAR ENDED
DECEMBER 31, 2020

RUBELLITE ENERGY INC.

Financial Statements

Page 1

RUBELLITE ENERGY INC.
Pro Forma Statement of Financial Position
As at March 31, 2021 (unaudited)

Rubellite

(Cdn$ thousands)

Clearwater Assets

Adjustments
(note 2a)

Notes

Pro Forma
Rubellite

Assets
Current assets:
Cash
Accounts receivable
Prepaid expenses and deposits

$

Property, plant and equipment
$

–
–
–
–
–
–

$

$

–
407
25
432
10,120
10,552

$

$

14,607
–
–
14,607

2(c)

56,042
70,649

2(a)

2,400
–
2,400

2(e)

$

$

14,607
407
25
15,039
66,162
81,201

Liabilities
Current liabilities:
Accounts payable and accrued liabilities
Fair value of risk management contracts

$

Deferred tax
Decommissioning obligations
Shareholders’ equity
Share capital
Common share purchase options
Owners’ net investment
Deficit
$
See accompanying notes to pro forma financial statements.

–
–
–

$

713
169
882

$

$

3,113
169
3,282

–
–
–

87
371
1,340

(87)
–
2,313

2(f)

–
371
3,653

–

–
–
9,212
–
9,212

2(b)
2(e)
2(a)
2(d)
2(e)

75,748

–
–
–
–

77,948
(2,200)
2,000
(9,212)
(200)
68,336

–

$

10,552

$

70,649

2,000
–
(200)
77,548
$

81,201

RUBELLITE ENERGY INC.
Pro Forma Statement of Net Loss and Comprehensive Loss
Three months ended March 31, 2021 (unaudited)

Rubellite

(Cdn$ thousands)
Revenues:
Oil
Royalties

$

Change in fair value of derivatives
Expenses:
Production and operating
Transportation
Exploration and evaluation
General and administrative
Share-based payments
Depletion and depreciation
Finance expense
Net loss from operating activities
Deferred income tax expense
Net loss and comprehensive loss

$

Net loss per share (note 3)
Basic and diluted
See accompanying notes to pro forma financial statements.

–
–
–

Clearwater Assets

$

1,397
(128)
1,269

Adjustments

$

Notes

–
–
–

Pro Forma
Rubellite

$

1,397
(128)
1,269

–
–

(161)
1,108

–
–

(161)
1,108

–
–
–
–
–
–
–
–

250
166
2
159
8
394
1
128

–
–
–
–
–
531
–
(531)

250
166
2
159
8
925
1
(403)

–
–

$

(31)
97

$

31
(500)

2(g)

2(f)
$

–
(403)

$

(0.01)

RUBELLITE ENERGY INC.
Pro Forma Statement of Net Loss and Comprehensive Loss
For the year ended December 31, 2020 (unaudited)

Rubellite

(Cdn$ thousands)
Revenues:
Oil
Royalties

$

Change in fair value of derivatives
Expenses:
Production and operating
Transportation
Exploration and evaluation
General and administrative
Share-based payments
Depletion and depreciation
Finance expense
Net loss from operating activities
Deferred income tax expense
Net loss and comprehensive loss

$

Net loss per share (note 3)
Basic and diluted
See accompanying notes to pro forma financial statements.

–
–
–

Clearwater Assets

$

4,370
(435)
3,935

–
–

(8)
3,927

–
–
–
–
–
–
–
–

657
559
41
652
40
1,897
4
77

–
–

$

(31)
46

Adjustments

$

$

Pro Forma
Rubellite

Notes

–
–
–

$

4,370
(435)
3,935

–
–

(8)
3,927

–
–
–
–
–
1,954
–
(1,954)

657
559
41
652
40
3,851
4
(1,877)

31
(1,923)

2(g)

2(f)
$

$

–
(1,877)

(0.05)

RUBELLITE ENERGY INC.
Notes to the Pro Forma Financial Statements (unaudited)
As at and for the three months ended March 31, 2021 and for the year ended December 31, 2020
(All tabular amounts are in Cdn$ thousands, except where otherwise noted)

1.

BASIS OF PRESENTATION:

The accompanying unaudited pro forma statement of financial position of Rubellite Energy Inc. (“Rubellite”) as at March 31, 2021 and the
unaudited pro forma statements of net loss and comprehensive loss for the three months ended March 31, 2021 and the year ended December
31, 2020 (the “pro forma statements”) have been prepared to reflect the Perpetual Energy Inc. (“Perpetual”) plan of arrangement (the
“Arrangement”) whereby the following occurs:
(i)
(ii)

Rubellite acquires all of Perpetual’s Clearwater lands, wells, roads and related facilities in northeast Alberta, referred to as the
“Clearwater Assets”, for aggregate consideration of $65.3 million; and
the equity issuance by Rubellite whereby shareholders of Perpetual are provided the opportunity to participate in the initial
common share financing of Rubellite augmented by a concurrent brokered and non-brokered private placement of Rubellite
common shares (collectively the “Rubellite Financings”). Proceeds from the Rubellite Financings are used to fund the acquisition
and initial development of the Clearwater Assets.

Proceeds from the Rubellite Financings, net of transaction costs, will be used to acquire and develop the Clearwater Assets. Perpetual
shareholders will vote on the Arrangement at the Perpetual Special Meeting to be held on August 31, 2021.
The unaudited pro forma financial statements give pro forma effect to the Arrangement in accordance with National Instrument 51-102
Continuous Disclosure Obligations by applying pro forma adjustments to Rubellite and the historical carve-out financial statements of the
properties that constitute the Clearwater Assets.
The pro forma statement of financial position as at March 31, 2021 gives effect to the Arrangement and assumptions described herein as if they
occurred on March 31, 2021. The pro forma statements of net loss and comprehensive loss for the three months ended March 31, 2021 and
the year ended December 31, 2020 give effect to the Arrangement and assumptions described herein as if they had occurred on January 1,
2020. The accounting policies used in the preparation of the pro forma financial statements are those set out in the Clearwater Assets audited
carve-out financial statements as at and for the year ended December 31, 2020 and the Clearwater Assets unaudited interim condensed carveout financial statements as at and for the three months ended March 31, 2021, which were prepared in accordance with International Financial
Reporting Standards (“IFRS”). The pro forma financial information has been prepared from information derived from and should be read in
conjunction with:
•

Rubellite’s audited financial statements as at the date of incorporation on July 12, 2021, together with the accompanying notes;

•

The Clearwater Assets audited carve-out financial statements as at and for the year ended December 31, 2020, together with the
accompanying notes; and

•

The Clearwater Assets unaudited interim condensed carve-out financial statements as at and for the three months ended March 31,
2021, together with the accompanying notes.

The unaudited pro forma statements may not be indicative of the results that actually would have occurred if the events reflected therein had
been in effect on the dates indicated or of the results which may have been obtained in the future. In preparing these unaudited pro forma
statements, no adjustments have been made to reflect potential cost savings or operating synergies.
2.

PRO FORMA FINANCIAL STATEMENT ADJUSTMENTS (UNAUDITED)

The pro forma financial statements give effect to the following transactions and assumptions:
a)

Rubellite purchases the Clearwater Assets from Perpetual for aggregate consideration of $65.3 million comprised of the following:

($ thousands)
Cash(1)
Rubellite common shares (b)
Rubellite common share purchase options(2)
Total consideration paid to acquire Perpetual’s Clearwater Assets
(1)
(2)

$ 59,200
4,141
2,000
$ 65,341

Cash consideration to be paid upon completion of the Rubellite Financings.
Represents the estimated value of 4.0 million Rubellite common share purchase options at $3.00 per share strike price. Share purchase options have been
valued using the Black Scholes model using the following assumptions: Expected volatility of 40%, risk-free interest rate of 1.2%, dividend yield of nil,
contractual life of 5-years, share price at grant date of $2.00 and strike price of $3.00.

On July 15, 2021, Perpetual exercised an option to acquire lands located at Figure Lake in exchange for a secured promissory note in the amount
of $5.6 million owing to 1974918 Alberta Ltd. (“197Co”), a company controlled by Perpetual’s President and Chief Executive Officer. The acquired
Figure Lake lands comprised part of the Clearwater Assets sold to Rubellite. The secured promissory note obligation owing to 197Co was
assigned by Perpetual to Rubellite as part of this transaction and is repaid in cash upon completion of the Rubellite Financings.

The acquisition of the Clearwater Assets from Perpetual by Rubellite is not considered a common control transaction as Rubellite is anticipated
to be owned by significantly different shareholders than Perpetual and governed by an independent Board of Directors. The fair value of
consideration paid to Perpetual has been allocated to the assets acquired by Rubellite as follows:
($ thousands)
Property, plant and equipment
Accounts receivable
Prepaid expenses and deposits
Accounts payable and accrued liabilities
Fair value of derivatives
Decommissioning obligations
Total
b)

$ 66,162
407
25
(713)
(169)
(371)
$ 65,341

Under the Arrangement, Rubellite will issue common shares and receive gross proceeds as follows:

($ thousands, except as noted)
Backstopped arrangement warrant financing (i)
Brokered subscription receipt financing, completed July 13, 2021 (ii)
Non-brokered private placement (iii)
Cash proceeds from Rubellite Financings
Shares issued as partial consideration to acquire the Clearwater Assets
Total proceeds from Rubellite Financings
(i)

(ii)

(iii)

Shares (thousands)

Amount ($)

16,679
15,000
5,225
36,904
2,070
38,974

33,357
30,000
10,450
73,807
4,141
77,948

$
$

The arrangement warrants will provide the holder the right to receive one Rubellite common share in exchange for a cash
payment of $2.00 (the “Arrangement Warrants”). Rubellite will apply to have the shares and the Arrangement Warrants listed
on the TSX, subject to the approval of the TSX and Rubellite satisfying the TSX's listing conditions. The Arrangement Warrants
are expected to trade for approximately two to three weeks prior to expiry. Holders of the Arrangement Warrants may sell or
exercise their Arrangement Warrants, or let them expire. Holders of the Arrangement Warrants may also oversubscribe for
additional Arrangement Warrants that remain unexercised, subject to pro ration. Perpetual and Rubellite have entered into a
Standby Purchase Agreement with a corporation controlled by Perpetual’s President and Chief Executive Officer, that ensures
that all Arrangement Warrants issued under the Arrangement are fully exercised (the “Backstop”) to the extent they are not
otherwise exercised by other Perpetual shareholders. Upon closing, the Arrangement Warrant Financing will raise approximately
$33.4 million in cash consideration for the issuance of 16,678,656 Rubellite shares. The pro forma statements reflect the exercise
of the Arrangement Warrants and issuance of Rubellite shares.
Pursuant to the terms of an agency agreement entered into with Peters & Co. Limited, Rubellite has completed a subscription
receipt financing (the “Sub-Receipt Financing”) for gross proceeds of $30.0 million at a price of $2.00 per Subscription Receipt.
The funds are being held by a third-party trustee, as escrow agent, until the earlier of the satisfaction of the Escrow Release
Conditions or November 30, 2021. On the satisfaction of the Escrow Release Conditions which include, among other things, the
completion of the Arrangement and the concurrent completion of the Non-Brokered Private Placement and the Arrangement
Warrant Financing, each Subscription Receipt issued under the Sub-Receipt Financing will automatically be exchanged on a oneto-one basis for common shares of Rubellite concurrently with the other financings. The pro forma statements reflect the issue
of 15 million Rubellite shares.
Rubellite will complete a Non-Brokered Private Placement (the “Non-Brokered Placement”) for a minimum of $10.5 million, which
may be expanded to up to $20 million, at $2.00 per Rubellite Share. Alberta Investment Management Corporation (“AIMCo”) will
subscribe for $4.45 million, subject to an ownership restriction, and Sue Riddell Rose or an entity controlled by her, will subscribe
for a minimum of $6.0 million of the non-brokered private placement. The pro forma statements reflect the minimum issuance
of 5.225 million Rubellite shares.

In aggregate, the Rubellite Financings will raise a minimum of approximately $73.8 million in cash, priced at $2.00 per share. Upon closing of
the Arrangement and the financings, Rubellite will have approximately 39.0 million common shares and 4.0 million common share purchase
options outstanding.
On July 15, 2021, in connection with the acquisition of the Clearwater Assets, Rubellite has entered into an agreement with a third party whereby
it has sold a 3% to 5% gross overriding royalty on certain lands at Figure Lake (the "Figure Lake GORR Financing"), part of the Clearwater
Assets, for gross proceeds of $7.9 million to be paid in accordance with a drilling commitment agreement. The proceeds have not been reflected
in the pro forma financial statements given the requirement to spend the funds on drilling activity.
c)

Proceeds from the Rubellite Financings will be deployed as follows:

($ thousands)
Cash proceeds from the Rubellite Financings (note 2b)
Cash paid (note 2a)
Cash balance remaining(1)
(1)

d)

73,807
(59,200)
14,607

Transaction costs of approximately $2.4 million will reduce the cash balance remaining at closing of the Rubellite Financings.

Perpetual’s net investment in the Clearwater Assets, recorded as owner’s net investment in the carve-out financial statements, is eliminated.

e)

Accounts payable and accrued liabilities is increased by $2.4 million to accrue for Rubellite’s portion of the estimated costs to complete the
Arrangement. This includes $2.2 million of transaction costs that are incurred in connection with the Rubellite Financings, and have been
recorded as share capital and $0.2 million incurred in connection with the Arrangement costs that have been charged to the deficit.

f)

Deferred tax liabilities and deferred income tax expense recorded in the carve-out financial statements of the Clearwater Assets are
eliminated as the arrangement results in excess tax basis over carrying amounts resulting in an unrecognized deferred tax asset.

g)

The difference between the fair value of property, plant and equipment acquired and the carrying amount of the Clearwater Assets will
result in an increased depletion rate and corresponding increase in depletion expense.

3.

NET LOSS PER SHARE

Pro forma amounts for the three months ended March 31, 2021 and for the year ended December 31, 2020 are as follows:

Net loss

March 31, 2021
$
(403)

Weighted average shares outstanding:
Shares issued pursuant to backstopped arrangement warrant financing
Shares issued pursuant to brokered subscription receipt financing
Shares issued pursuant to non-brokered private placement
Shares issued as partial consideration to acquire the Clearwater Assets
Basic and diluted
Net loss per share:
Basic and diluted

December 31, 2020
$
(1,877)

16,679
15,000
5,225
2,070
38,974

$

(0.01)

16,679
15,000
5,225
2,070
38,974

$

(0.05)

In computing per share amounts for the three months ended March 31, 2021 and year ended December 31, 2020, 4.0 million potentially issuable
common shares through the Rubellite common share purchase options were excluded as Rubellite had a net loss.

SCHEDULE D TO APPENDIX D
AUDITED FINANCIAL STATEMENTS OF RUBELLITE ENERGY INC. AS AT THE DATE OF
INCORPORATION ON JULY 12, 2021
(See attached)
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KPMG LLP
205 5th Avenue SW
Suite 3100
Calgary AB T2P 4B9
Tel (403) 691-8000
Fax (403) 691-8008
www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Rubellite Energy Inc.
Opinion
We have audited the financial statements of Rubellite Energy Inc. (the “Entity”), which
comprise:

•

the statements of financial position as at the date of incorporation on July 12, 2021

•

the statement of changes in shareholder’s equity as at the date of incorporation on July
12, 2021

•

the statement of cash flows as at the date of incorporation on July 12, 2021

•

and notes to the financial statements, including a summary of significant accounting
policies

(Hereinafter referred to as the “financial statements”).
In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Entity as at the date of incorporation on July 12, 2021 and its
financial performance and its cash flows as at the date of incorporation on July 12, 2021 in
accordance with International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).
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
“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our
auditors’ report.
We are independent of the Entity in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our other
ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. KPMG
Canada provides services to KPMG LLP.
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Responsibilities of Management and Those Charged with Governance for the
Financial Statements
Management is responsible for the preparation and fair presentation of the financial
statements in accordance with International Financial Reporting Standards (IFRS) as issued
by the International Accounting Standards Board (IASB), and for such internal control as
management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Entity’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 Entity or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Entity’s financial
reporting process.
Auditors’ Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ 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 a 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 the 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:

•

Identify and assess the risks of material misstatement of the 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 Entity's internal control.
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•

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

•

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 Entity's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in the
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 auditors’
report. However, future events or conditions may cause the Entity to cease to continue
as a going concern.

•

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

•

Communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Chartered Professional Accountants
Calgary, Canada
August 4, 2021
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RUBELLITE ENERGY INC.
Statement of Financial Position
As at the date of
incorporation on July 12,
2021

(Cdn$)
Assets
Current assets
Cash
Total assets

$

2

$

2

$

2

$

2

Shareholder’s equity
Share capital
Total Shareholder’s Equity
Subsequent events (note 5)
The accompanying notes are an integral part of these financial statements.

/s/ Ryan A. Shay

/s/ Susan L. Riddell Rose

Ryan A. Shay

Susan L. Riddell Rose

Director

Director

RUBELLITE ENERGY INC.
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RUBELLITE ENERGY INC.
Statement of Changes in Shareholder’s Equity
Number of Common Shares
Issuance of common shares on incorporation
Balance, as at the date of incorporation on July 12, 2021

1
1

Share Capital Amount
$
$

2
2

The accompanying notes are an integral part of these financial statements.
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RUBELLITE ENERGY INC.
Statement of Cash Flows
As at the date of incorporation on July 12, 2021

(Cdn$)
Cash flows from financing activities
Issuance of common shares
Net cash flows from financing activities

$
$

2
2

Cash and cash equivalents, on date of incorporation of July 12, 2021

$

2

The accompanying notes are an integral part of these financial statements.
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RUBELLITE ENERGY INC.
Notes to the Financial Statements

As at the date of incorporation on July 12, 2021
1.

REPORTING ENTITY

Rubellite Energy Inc. (the “Corporation” or “Rubellite”) was incorporated under the Business Corporations Act (Alberta) on July 12, 2021 as a
wholly owned subsidiary of Perpetual Energy Inc (“Perpetual”). The registered address of Rubellite Energy Inc. is 3200, 605 – 5 Avenue S.W.,
Calgary, Alberta, T2P 3H5.
2.

BASIS OF PRESENTATION

These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) and were authorized
for issuance by the Board of Directors of Rubellite on August 4, 2021. The financial statements are presented in Canadian dollars, which is the
Corporation’s functional currency. As there have been no operations, a statement of income and comprehensive income has not been presented.
3.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to the period presented in these financial statements.
a)

Cash

Cash is comprised of cash on hand and is presented at amortized cost.
b)

Share Capital

Costs directly attributable to the issue of common shares are recognized as a reduction of equity, net of deferred income taxes.
4.

SHARE CAPITAL

The authorized share capital of the Corporation includes an unlimited number of common shares and an unlimited number
of preferred shares. The following table summarizes the change in common shares issued and outstanding:
Number of Common Shares
Issuance of common shares on incorporation
Balance, as at the date of incorporation on July 12, 2021
5.

1
1

Share Capital Amount
$
$

2
2

SUBSEQUENT EVENTS

Perpetual and Rubellite will participate in a plan of arrangement under the Business Corporations Act (Alberta) to be voted on by Perpetual
shareholders at the Perpetual special meeting to be held on August 31, 2021 and raise a minimum of $73.8 million of cash through a
combination of Rubellite equity financings including:
(i)

(ii)
(iii)

A backstopped arrangement warrant financing whereby Perpetual shareholders will receive Rubellite common shares and
arrangement warrants providing an equal opportunity to purchase Rubellite shares, raising $33.4 million (16.7 million Rubellite
Shares) (the “Arrangement Warrant Financing”). Perpetual and Rubellite have entered into a Standby Purchase Agreement with
a corporation controlled by Sue Riddell Rose, Perpetual’s President and Chief Executive Officer, that ensures that all arrangement
warrants are fully exercised to the extent they are not otherwise exercised by other Perpetual shareholders;
a non-brokered private placement for a minimum of $10.5 million (5.225 million Rubellite common shares), which may be
expanded to up to $20 million (10 million Rubellite common shares) (the “Non-Brokered Private Placement”). The Non-Brokered
Private Placement is expected to close concurrently with the Arrangement Warrant Financing; and
a brokered $30.0 million subscription receipt financing that has closed, with cash held in escrow by a third-party trustee until
the earlier of the satisfaction of the escrow release conditions or November 30, 2021. On the satisfaction of the escrow release
conditions, which include, among other things, the completion of the arrangement and the concurrent completion of the NonBrokered Private Placement and the Arrangement Warrant Financing as well as the listing of Rubellite common shares on the
TSX, each subscription receipt issued will automatically be exchanged on a one-to-one basis for 15 million common shares of
Rubellite concurrent with the other financings.

The subscription receipts, arrangement warrants, and the common shares are priced at $2.00 per Rubellite common share equivalent.
On July 15, 2021, Rubellite acquired all of Perpetual’s Clearwater lands, wells, roads and related facilities in northeast Alberta, referred to as
the “Clearwater Assets”, for aggregate consideration of $65.3 million. The Clearwater Assets, which are comprised of properties that target the
development and production of heavy crude oil from the Clearwater formation, are located in Perpetual’s Eastern Alberta operating area. The
Clearwater Assets are operated by Perpetual.
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On July 15, 2021, in connection with the acquisition of the Clearwater Assets, Rubellite has entered into an agreement with a third party whereby
it has sold a 3% to 5% gross overriding royalty on certain lands at Figure Lake (the "Figure Lake GORR Financing") for gross proceeds of $7.9
million to be paid in accordance with a drilling commitment agreement.
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SCHEDULE E TO APPENDIX D
REPORT ON RESERVES DATA BY INDEPENDENT QUALIFIED RESERVES EVALUATOR AND REPORT OF
MANAGEMENT AND DIRECTORS ON OIL AND GAS DISCLOSURE
(See attached)

FORM 51-101F3
REPORT OF MANAGEMENT AND DIRECTORS
ON OIL AND GAS DISCLOSURE
Management of Perpetual Energy Inc. (the "Company") are responsible for the preparation and disclosure of information with
respect to the Company's oil and gas activities in accordance with securities regulatory requirements. This information includes
reserves data, which are estimates of proved reserves and probable reserves and related future net revenue, estimated using
forecast prices and costs.
An independent qualified reserves evaluator evaluated the reserves data attributable to the oil and gas interests in the Clearwater
play that were previously held by Perpetual, as at June 1, 2021 (the "Clearwater Assets"). The report of the independent qualified
reserves evaluator is presented below.
The Reserves Committee of the board of directors of the Company has:
•
•
•

reviewed the Company's procedures for providing information to the independent qualified reserves evaluator;
met with the independent qualified reserves evaluator to determine whether any restrictions affected the ability of the
independent qualified reserves evaluator to report without reservation; and
reviewed the reserves data with management and the independent qualified reserves evaluator.

The Reserves Committee of the board of directors of the Company has reviewed the Company's procedures for assembling and
reporting other information associated with oil and gas activities and has reviewed that information with management. The board
of directors has, on the recommendation of the Reserves Committee, approved:
•
•
•

the content and filing with securities regulatory authorities of the Form 51-101F1 containing reserves data and other oil
and gas information with respect to the Clearwater Assets;
the filing of Form 51-101F2 which is the report of the independent qualified reserves evaluator on the reserves data; and
the content and filing of this report.

Because the reserves data are based on judgments regarding future events, actual results will vary and the variations may be
material.
DATED as of June 17, 2021.
(signed) "Susan Riddell Rose"
Susan Riddell Rose
President and Chief Executive Officer

(signed) "Ryan Shay"
Ryan Shay
Vice President, Finance and Chief Financial Officer

(signed) "Robert Maitland"
Robert Maitland
Director

(signed) "Geoffrey Merritt"
Geoffrey Merritt
Director

June 17, 2021

Perpetual Energy Inc.
3200, 605 – 5 Avenue SW
Calgary, Alberta
T2P 3H5
Attention: The Board of Directors of Perpetual Energy Inc.
Re:

Form 51-101F2
Report on Reserves Data by Independent Qualified Reserves Evaluator or Auditor
of Perpetual Energy Inc. (the "Company")

To the Board of Directors of Perpetual Energy Inc. (the "Company"):
1.

We have evaluated the Company's reserves data as at June 1, 2021. The reserves data are estimates of proved reserves
and probable reserves and related future net revenue as at June 1, 2021 estimated using forecast prices and costs.

2.

The reserves data are the responsibility of the Company's management. Our responsibility is to express an opinion on
the reserves data based on our evaluation.

3.

We carried out our evaluation in accordance with standards set out in the Canadian Oil and Gas Evaluation Handbook
as amended from time to time (the "COGE Handbook") maintained by the Society of Petroleum Evaluation Engineers
(Calgary Chapter).

4.

Those standards require that we plan and perform an evaluation to obtain reasonable assurance as to whether the
reserves data are free of material misstatement. An evaluation also includes assessing whether the reserves data are
in accordance with principles and definitions presented in the COGE Handbook.

5.

The following table shows the net present value of future net revenue (before deduction of income taxes) attributed to
prove + probable reserves, estimated using forecast prices and costs and calculated using a discount rate of 10 percent,
included in the reserves data of the Company evaluated for the year ended June 1, 2021, and identifies the respective
portions thereof that we have evaluated and reported on to the Company's Board of Directors:
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June 17, 2021

Net Present Value of Future Net Revenue $M
(before income taxes, 10% discount rate)
Independent Qualified
Reserves Evaluator

McDaniel & Associates

6.

Effective Date of
Evaluation Report

June 1, 2021

Location of
Reserves

Canada

Audited

Evaluated

Reviewed

Total

-

41,850

-

41,850

In our opinion, the reserves data respectively evaluated by us have, in all material respects, been determined and are in
accordance with the COGE Handbook, consistently applied. We express no opinion on the reserves data that we
reviewed but did not audit or evaluate.

7.

We have no responsibility to update our report referred to in paragraph 5 for events and circumstances occurring after
the effective date of our report.

8.

Because the reserves data are based on judgments regarding future events, actual results will vary and the variations
may be material.

Executed as to our report referred to above:

MCDANIEL & ASSOCIATES CONSULTANTS LTD.

"signed by B. R. Hamm"
_________________________
B. R. Hamm, P. Eng.
President & CEO
Calgary, Alberta, Canada
June 17, 2021

SCHEDULE F TO APPENDIX D
AUDIT COMMITTEE CHARTER
(See attached)

AUDIT COMMITTEE CHARTER
RUBELLITE ENERGY INC.
(the "Corporation" or "Rubellite")
The Audit Committee:
•

must review and, if appropriate, recommend to the board of directors of the Corporation (the "Board") the approval of
the financial statements, management's discussion & analysis ("MD&A") and annual and interim earnings press releases
prior to this information being publicly disclosed;

•

must annually review this written charter (setting out the Audit Committee's mandate and responsibilities) and
recommend any changes to the Compensation and Corporate Governance Committee;

•

supply, in consultation with corporate counsel, a list of the laws, rules and regulations that pertain to the operation of the
Audit Committee;

•

must recommend to the Board the nomination, appointment, retention and compensation of external auditors
("Auditors");

•

must oversee the work of Auditors, which oversight may include approval of the Auditor's audit plan, planning report,
annual engagement letter, or services related thereto, subject to ratification by the Board

•

must review and approve all non-audit services provided by the Auditors prior to the performance of those services;

•

communicates directly with the Auditors who must report directly to the Audit Committee;

•

must be satisfied that adequate procedures are in place for the review of Rubellite's public disclosure of financial
information extracted or derived from the financial statements, and must periodically assess the adequacies of those
procedures;

•

must establish procedures for the receipt, retention and treatment of complaints regarding accounting, internal
accounting controls, or auditing matters, and for the confidential, anonymous submission by employees of concerns
regarding questionable accounting or auditing matters;

•

must review and approve Rubellite's hiring policies regarding former and existing partners and employees of past or
present Auditors;

•

reviews programs and policies regarding the maintenance and effectiveness of disclosure controls and internal controls
over the Corporation's accounting and financial reporting systems;

•

reviews insurance coverage and Directors' and Officers' liability insurance; and

•

liaises with the reserves committee ("Reserves Committee") on matters relating to reserves valuations which impact
the financial statements of Rubellite.

Purpose
The Audit Committee's purpose is to provide assistance to the Board in fulfilling its legal, regulatory and fiduciary obligations with
respect to financial accounting, internal control processes, continuous public disclosure, the independent audit function, non-audit
services provided by Auditors and such other related matters as may be delegated by the Board.
Composition, Procedures and Organization
1.

The Audit Committee will be comprised of three or more Directors as determined from time to time by resolution of the Board.

2.

Each member of the Audit Committee must be independent as defined in NI 52-110 and as such must be free from any
material relationship that may interfere with the exercise of his or her independent judgment as a member of the Audit
Committee.

3.

Consistent with the appointment of other Board committees, the members of the Audit Committee will be appointed by the
Board at the first meeting of the Board following each annual general meeting or at such other time as may be determined by
the Board.

4.

The Audit Committee will designate the Chairman of the Audit Committee by majority vote. The presence in person or by
telephone of a majority of the Audit Committee's members constitutes a quorum for any meeting.

5.

All actions of the Audit Committee will require a vote of the majority of its members present at a meeting of such committee
at which a quorum is present.

6.

All members of the Audit Committee must be financially literate at the time of their appointment or have become financially
literate within a reasonable period of time after such appointment. NI 52-110 sets out that an individual is "financially literate"
if he or she has the ability to read and understand a set of financial statements that present a breadth and level of complexity
of accounting issues that are generally comparable to the breadth and complexity of the issues that can reasonably be
expected to be raised by Rubellite's financial statements.

Accountability and Reporting
The Audit Committee is accountable to the Board. The Audit Committee must provide the Board with a summary of all meetings
and its recommendations together with a copy of the minutes of each such meeting. If applicable, the Chairman will provide oral
reports as requested.
All information reviewed and discussed by the Audit Committee at any meeting must be retained and made available for
examination by the Board. The Audit Committee will review its mandate annually, and will forward to the Compensation and
Corporate Governance Committee any recommended alterations to that mandate.
Meetings
The Audit Committee will meet with such frequency and at such intervals as it determines is necessary to carry out its duties and
responsibilities.
The Audit Committee will meet to review and recommend for approval to the Board of Directors the interim and year-end financial
statements and MD&A; related financial public disclosure and regulatory filings including Rubellite's Annual Information Forms;
other continuous disclosure documentation ("Continuous Disclosure Documents") as described in NI 52-101 (which is
incorporated herein by reference); and to report to the Board on same. In addition to regularly scheduled quarterly meetings, the
Audit Committee may meet on other occasions with the Auditors in order to be advised of current practices in the industry and to
discuss and review other matters including the annual work plans, processes and procedures. The Audit Committee must meet at
least quarterly with the Auditors in the absence of Rubellite's management and Officers and employees to discuss any matters that
the Audit Committee or a committee member believes should be discussed privately.
The Chairman of the Audit Committee will appoint a Director, Officer or employee of Rubellite to act as secretary for the purposes
of recording the minutes of each meeting.
Responsibilities
The Audit Committee must:
•

review and approve the Charter annually;

•

review and recommend to the Board the appointment, termination and retention of, and the compensation to be paid to,
the Auditors;

•

evaluate the performance of the Auditors;

•

review and consider the Auditors' audit plan and annual engagement letter including the proposed fees and the proposed
work plan;

•

consider and make recommendations to the Board or otherwise pre-approve, all non-audit services provided by the
Auditors to Rubellite;

•

oversee the work and the performance of the Auditors, review the independence of the Auditors and report to the Board
on these matters;

•

review the annual and quarterly financial statements, MD&A and financial press releases, Annual Information Form and
other related Continuous Disclosure Documents as appropriate, prior to their public disclosure;

•

review the Auditors' report on the annual audited financial statements and the Auditor's review letters on interim financial
statements;

•

provide oral or written reports to the Board when necessary;

•

resolve disagreements between management and the Auditors regarding financial reporting;

•

receive periodic certificates and reports from management with respect to compliance with financial, regulatory, taxation
and continuous disclosure requirements, and satisfy itself (a) that adequate procedures are in place to ensure timely and
full public disclosure of Continuous Disclosure Documents; and, (b) that a system of internal controls over financial
reporting has been implemented and is being maintained in accordance with applicable Rubellite policies; and
additionally, must consider whether any identified deficiencies in internal controls are significant or are material
weaknesses;

•

meet with the Auditors, without management being present, at each time the interim and financial statements are being
considered, to ensure that no management restrictions have been placed on the scope of the Auditors' work and to
discuss the working relationship between the Auditors and management and other matters that the Audit Committee or
the Auditors may wish to raise;

•

review and monitor the implementation and adequacy of disclosure policies;

•

review insurance coverage including Directors' and Officers' liability insurance;

•

be notified in writing within three business days of any fraud, litigation or regulatory investigation which, in the opinion of
the Corporation's management, is material. Confirmation of receipt of such notification by each member of the Audit
Committee will additionally be required. Any fraud, material litigation or regulatory investigation not reported as outlined
above will be reported quarterly to the Board at the March, May, August, and November meetings immediately following
the discovery of such occurrence;

•

review and monitor the implementation and adequacy of hedging policies and controls;

•

review compliance with applicable laws, regulations and policies;

•

be advised of and review the results of any internal audits of Rubellite and report on same to the Board;

•

establish procedures for:
1.

the receipt, retention and treatment of complaints received by Rubellite regarding accounting, internal accounting
controls, or auditing matters; and

2.

the confidential, anonymous submission by employees of the issuer of concerns regarding questionable accounting
or auditing matters; (together with (a), a "Whistleblower Process");

•

ensure that Rubellite management regularly advises employees of the existence of a Whistleblower Process;

•

receive regular reports respecting complaints made under the Whistleblower Process;

•

inform the Auditors of whether the Audit Committee has knowledge of any actual, suspected or alleged fraud affecting
Rubellite, including complaints regarding financial reporting and confidential submissions by employees;

•

review and validate Rubellite management's annual review of fraud risk assessment;

•

review and monitor the implementation and adequacy of cyber-security policies and procedures;

•

review and approve Rubellite's hiring policies regarding partners, employees and former partners and employees of the
present and former Auditor of the issuer; and

•

monitor the selection and application of proper accounting principles and practices and to review the status of all relevant
financial and related fiduciary aspects of Rubellite.

Reference Documents
The Audit Committee uses several of the documents outlined in Section 5 (of Rubellite's Corporate Governance Director's Manual)
to assist in performing its duties in compliance with applicable regulations and policies.

APPENDIX E
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RUBELLITE ENERGY INC. OMNIBUS SHARE INCENTIVE PLAN
Rubellite Energy Inc. (the "Corporation") hereby establishes an omnibus share incentive plan for certain qualified directors,
executive officers, employees or Consultants (as defined herein) of the Corporation or any of its Subsidiaries (as defined herein).
ARTICLE 1
INTERPRETATION
1.1

Definitions

Where used herein or in any amendments hereto or in any communication required or permitted to be given
hereunder, the following terms shall have the following meanings, respectively, unless the context otherwise requires:
(a)

"Account" means a notional account maintained for each Participant on the books of the Corporation which will be
credited with Share Units or DSUs, as applicable, in accordance with the terms of this Plan;

(b)

"Associate", where used to indicate a relationship with a Participant, means (i) any domestic partner of that Participant
and (ii) the spouse of that Participant and that Participant's children, as well as that Participant's relatives and that
Participant's spouse's relatives, if they share that Participant's residence;

(c)

"Award" means any of an Option, Share Unit or DSU granted pursuant to, or otherwise governed by, the Plan;

(d)

"Blackout Period" means the period during which Participants cannot trade securities of the Corporation pursuant to
the Corporation's policy respecting restrictions on trading which is in effect at that time (which, for greater certainty, does
not include the period during which a cease trade order is in effect to which the Corporation or in respect of an insider,
that insider, is subject);

(e)

"Blackout Period Expiry Date" means the date on which a Blackout Period expires; "Board" has the meaning ascribed
thereto in Section 2.2(a) hereof;

(f)

"Business Day" means a day other than a Saturday, Sunday or statutory holiday, when banks are generally open for
business in Calgary, Alberta for the transaction of banking business;

(g)

"Canadian Participant" means a Participant who is a resident of Canada and/or who is granted an Award in respect of,
or by virtue of, employment services rendered in Canada, provided that, for greater certainty, a Participant may be both
a Canadian Participant and a U.S. Taxpayer;

(h)

"Cash Fees" has the meaning set forth in Section 5.3(a);

(i)

"Cashless Exercise Right" has the meaning ascribed thereto in Section 3.6(c) hereof;

(j)

"Cause" has the meaning ascribed thereto in Section 6.2(a) hereof;

(k)

"Change of Control" means, unless the Board determines otherwise, the happening, in a single transaction or in a series
of related transactions, of any of the following events:
(i)

any transaction (other than a transaction described in clause (iii) below) pursuant to which any Person or group
of Persons acting jointly or in concert acquires the direct or indirect beneficial ownership of securities of the
Corporation representing 50% or more of the aggregate voting power of all of the Corporation's then issued
and outstanding securities entitled to vote in the election of directors of the Corporation, other than any such
acquisition that occurs upon the exercise or settlement of options or other securities granted by the Corporation
under any of the Corporation's equity incentive plans;

(ii)

there is consummated an arrangement, amalgamation, merger, consolidation or similar transaction involving
(directly or indirectly) the Corporation and, immediately after the consummation of such arrangement,
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amalgamation, merger, consolidation or similar transaction, the shareholders of the Corporation immediately
prior thereto do not beneficially own, directly or indirectly, either (A) outstanding voting securities representing
more than 50% of the combined outstanding voting power of the surviving or resulting entity in such
amalgamation, merger, consolidation or similar transaction or (B) more than 50% of the combined outstanding
voting power of the parent of the surviving or resulting entity in such arrangement, amalgamation, merger,
consolidation or similar transaction, in each case in substantially the same proportions as their beneficial
ownership of the outstanding voting securities of the Corporation immediately prior to such transaction;
(iii)

the sale, lease, exchange, license or other disposition, in a single transaction or a series of related transactions,
of assets, rights or properties of the Corporation or any of its Subsidiaries which have an aggregate book value
greater than 50% of the book value of the assets, rights and properties of the Corporation and its Subsidiaries
on a consolidated basis to any other person or entity, other than a disposition to a wholly-owned Subsidiary of
the Corporation in the course of a reorganization of the assets of the Corporation and its wholly-owned
Subsidiaries;

(iv)

the passing of a resolution by the Board or shareholders of the Corporation to substantially liquidate the assets
of the Corporation or wind up the Corporation's business or significantly rearrange its affairs in one or more
transactions or series of transactions or the commencement of proceedings for such a liquidation, winding-up
or re-arrangement (except where such re-arrangement is part of a bona fide reorganization of the Corporation
in circumstances where the business of the Corporation is continued and the shareholdings remain
substantially the same following the re-arrangement);

(v)

individuals who, immediately prior to a particular time, are members of the Board (the "Incumbent Board")
cease for any reason to constitute at least a majority of the members of the Board immediately following such
time; provided, however, that if the appointment or election (or nomination for election) of any new Board
member was approved or recommended by a majority vote of the members of the Incumbent Board then still
in office, such new member will, for purposes of this Plan, be considered as a member of the Incumbent Board;

(vi)

upon the sale to a non-arm's length third party of more than 60% of those voting securities of the Corporation
held collectively by Sue Riddell Rose, the Riddell Family Charitable Foundation, Dreamworks Investment
Holdings Ltd. and other associates thereof; or

(vii)

the completion of any transaction or the first of a series of transactions which would have the same or similar
effect as any transaction or series of transactions referred to in (i) through (vii) above.

Notwithstanding the foregoing, for purposes of any Award that constitutes "deferred compensation" (within the meaning
of Code Section 409A), the payment of which would be accelerated upon a Change of Control, a transaction will not be
deemed a Change of Control for Awards granted to any Participant who is a U.S. Taxpayer unless the transaction
qualifies as "a change in control event" within the meaning of Code Section 409A;
"Code" means the United States Internal Revenue Code of 1986, as amended;
"Code Section 409A" means Section 409A of the Code and applicable regulations and guidance issued thereunder;
"Consultant" means a natural person and any Manager Participant provided that the Management Services Agreement is in effect
and has not been terminated, other than an employee, executive officer or director of the Corporation or a Subsidiary, who provides
ongoing bona fide services to the Corporation (not in connection with the offer or sale of securities in a capital-raising transaction),
and who does not directly or indirectly promote or maintain a market for the Corporation's securities;
"Consulting Agreement" means any written consulting agreement between the Corporation or a Subsidiary and a Participant who
is a Consultant;
"Corporation" means Rubellite Energy Inc., a corporation existing under the Business Corporations Act (Alberta);
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"Designated Broker" means a broker who is independent (pursuant to the rules and policies of the TSX) of, and deals at arm's
length with, the Corporation and its Subsidiaries and is designated by the Corporation or its Subsidiaries;
"Director Fees" means the total compensation (including annual retainer and meeting fees, if any, but excluding amounts that are
reimbursements or allowances for expenses) paid by the Corporation to a Non- Employee Director in a calendar year for service
on the Board;
"Dividend Equivalent" means additional Share Units or DSUs credited to a Participant's Account as a dividend equivalent pursuant
to Section 4.6 or Section 5.6, respectively;
"DSU" has the meaning ascribed thereto in Section 5.1 hereof;
"DSU Agreement" means a written agreement between the Corporation and a Participant evidencing the grant of DSUs and the
terms and conditions thereof, a form of which is attached hereto as Exhibit "D";
"DSU Redemption Date" means, with respect to a particular DSU, the date on which such DSU is redeemed by the Corporation
in accordance with the provisions of this Plan;
"Effective Date" means the effective date of this Plan, being [•], 2021;
"Electing Person" means a Participant who is, on the applicable Election Date, an Independent Director;
"Election Date" means the date on which the Electing Person files an Election Notice in accordance with Section 5.3(b);
"Election Notice" has the meaning set forth in Section 5.3(b);
"Eligible Participant" means: (i) in respect of a grant of Options or Share Units, any director, executive officer, employee or
Consultant of the Corporation or any of its Subsidiaries, and (ii) in respect of a grant of DSUs, any Independent Director.
"Employment Agreement" means, with respect to any Participant, any written employment agreement between the Corporation
or a Subsidiary and such Participant;
"Exercise Notice" means a notice in writing signed by a Participant and stating the Participant's intention to exercise a particular
Option, if applicable;
"Grant Agreement" means an agreement evidencing the grant to a Participant of an Award, including an Option Agreement, a
Share Unit Agreement, a DSU Agreement, an Employment Agreement or a Consulting Agreement;
"Insider" means a "reporting insider" as defined in National Instrument 55-104 – Insider Reporting Requirements and Exemptions
and includes Associates and affiliates (as such term is defined in Part 1 of the TSX Company Manual) of such "reporting insider";
"ITA" means the Income Tax Act (Canada), as amended from time to time;
"ITA Regulations" means the regulations promulgated under the ITA, as amended from time to time;
"Manager" means Perpetual Energy Inc.;
"Manager Participant" means any director, executive officer, employee or consultant of the Manager or any of its subsidiaries;
"Management Services Agreement" means the management and operating services agreement dated July 15, 2021 between
the Manager and the Corporation providing for the management and operating services to be provided by the Manager to the
Corporation;
"Market Value of a Share" means, with respect to any particular date as of which the Market Value of a Share is required to be
determined, (i) if the Shares are then listed on the TSX, means the volume weighted average trading price of the Shares on the
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TSX for the five (5) trading days immediately preceding such particular date and, for this purpose, the weighted average trading
price shall be calculated by dividing the total value by the total volume of Shares traded for such period; (ii) if the Shares are not
then listed on the TSX, the closing price of the Shares on any other stock exchange on which the Shares are then listed (and, if
more than one, then using the exchange on which a majority of trading in the Shares occurs) on the last trading day prior to the
such particular date; or (iii) if the Shares are not then listed on any stock exchange, the value as is determined solely by the Board,
acting reasonably and in good faith, and such determination shall be conclusive and binding on all Persons;
"Independent Director" means a member of the Board who is not otherwise an employee or executive officer of the Corporation,
a Subsidiary or Perpetual Energy Inc.;
"Option" means an option granted by the Corporation to a Participant entitling such Participant to acquire a designated number of
Shares from treasury at the Option Price;
"Option Agreement" means a written agreement between the Corporation and a Participant evidencing the grant of Options and
the terms and conditions thereof, a form of which is attached hereto as Exhibit "A";
"Option Price" has the meaning ascribed thereto in Section 3.2 hereof;
"Option Term" has the meaning ascribed thereto in Section 3.4 hereof;
"Outstanding Issue" means the number of Shares that are outstanding as at a specified time, on a non- diluted basis;
"Participant" means any Eligible Participant that is granted one or more Awards under the Plan;
"Performance Criteria" means specified criteria, other than the mere continuation of employment or the mere passage of time,
the satisfaction of which is a condition for the grant, exercisability, vesting or full enjoyment of an Option or Share Unit.
"Performance Period" means the period determined by the Board at the time any Option or Share Unit is granted or at any time
thereafter during which any Performance Criteria and any other vesting conditions specified by the Board with respect to such
Options or Share Unit are to be measured;
"Person" means an individual, corporation, Corporation, cooperative, partnership, trust, unincorporated association, entity with
juridical personality or governmental authority or body, and pronouns which refer to a Person shall have a similarly extended
meaning;
"Plan" means this Rubellite Energy Inc. Omnibus Share Incentive Plan, including the exhibits hereto and any amendments or
supplements hereto made after the effective date hereof;
"Redemption Date" has the meaning ascribed thereto in Section 4.5(a) hereof;
"Restriction Period" means, with respect to a particular grant of Share Units, the period between the date of grant of such Share
Units and the latest Vesting Date in respect of any portion of such Share Units;
"SEC" has the meaning ascribed thereto in Section 8.4(e) hereof;
"Separation from Service" has the meaning ascribed to it under Code Section 409A;
"Shares" means the common shares in the share capital of the Corporation;
"Share Compensation Arrangement" means any stock option, stock option plan, employee stock purchase plan, long-term
incentive plan or other compensation or incentive mechanism involving the issuance or potential issuance of Shares from treasury,
including a share purchase from treasury by a full- time employee, director, officer, Insider, or Consultant which is financially
assisted by the Corporation or a Subsidiary by way of a loan, guarantee or otherwise;
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"Share Unit" means a right awarded to a Participant to receive a payment, in cash or Shares (as determined by the Corporation
in its sole discretion), as provided in Article 4 hereof and subject to the terms and conditions of this Plan;
"Share Unit Agreement" means a written agreement between the Corporation and a Participant evidencing the grant of Share
Units and the terms and conditions thereof, a form of which is attached hereto as Exhibit "C";
"Share Unit Outside Expiry Date" has the meaning ascribed thereto in Section 4.5(d) hereof.
"Stock Exchange" means the TSX or, if the Shares are not listed or posted for trading on the TSX at a particular date, any other
stock exchange on which the majority of the trading volume and value of the Shares are listed or posted for trading;
"Subsidiary" means a corporation that is controlled, directly or indirectly, by the Corporation or a partnership of which the
Corporation or a Subsidiary owns the majority of the equity interests and is a general partner;
"Termination Date" means the earliest of the following, as applicable (i) in the event of a Participant's resignation or retirement,
the date on which such Participant ceases to be a director, executive officer, employee or Consultant of the Corporation or one of
its Subsidiaries, (ii) in the event of the termination of the Participant's employment, or position as director, executive or officer of
the Corporation or a Subsidiary, or Consultant, the effective date of the termination as specified in the notice of termination provided
to the Participant by the Corporation or the Subsidiary, as the case may be and (iii) in the event of a Participant's death, on the
date of death; provided that, in all cases, in applying the provisions of this Plan to DSUs granted to a Canadian Participant, the
"Termination Date" shall be the latest date on which the Participant is neither a director, employee, executive or officer of the
Corporation or of any affiliate of the Corporation (where "affiliate" has the meaning ascribed thereto by the Canada Revenue
Agency for the purposes of paragraph 6801(d) of the ITA Regulations);
"Termination of Service" means that a Participant has ceased to be an Eligible Participant;
"TSX" means the Toronto Stock Exchange;
"U.S." means the United States of America;
"U.S. Securities Act" means the United States Securities Act of 1933, as amended;
"U.S. Share Unit Outside Expiry Date" has the meaning ascribed thereto in Section 4.1 hereof;
"U.S. Taxpayer" means a Participant who is a U.S. citizen, a U.S. permanent resident or other person who is subject to taxation
on their income or in respect of Awards under the Code, provided that, for greater certainty, a Participant may be both a Canadian
Participant and a U.S. Taxpayer; and
"Vesting Date" has the meaning ascribed thereto in Section 4.4 hereof.
1.2

Interpretation

(a)

Whenever the Board is to exercise discretion or authority in the administration of the terms and conditions of this Plan,
the term "discretion" or "authority" means the sole and absolute discretion of the Board.

(b)

The provision of a table of contents, the division of this Plan into Articles, Sections and other subdivisions and the
insertion of headings are for convenient reference only and do not affect the interpretation of this Plan.

(c)

In this Plan, words importing the singular shall include the plural, and vice versa and words importing any gender include
any other gender.

(d)

The words "including", "includes" and "include" and any derivatives of such words mean "including (or includes or include)
without limitation". As used herein, the expressions "Article", "Section" and other subdivision followed by a number, mean
and refer to the specified Article, Section or other subdivision of this Plan, respectively.
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(e)

Unless otherwise specified in the Participant's Grant Agreement, all references to money amounts are to Canadian
currency, and where any amount is required to be converted to or from a currency other than Canadian currency, such
conversion shall be based on the exchange rate quoted by the Bank of Canada on the particular date.

(f)

For purposes of this Plan, the legal representatives of a Participant shall only include the legal representative of the
Participant's estate or will.

(g)

If any action may be taken within, or any right or obligation is to expire at the end of, a period of days under this Plan,
then the first day of the period is not counted, but the day of its expiry is counted.
ARTICLE 2
PURPOSE AND ADMINISTRATION OF THE PLAN; GRANTING OF AWARDS

2.1

Purpose of the Plan

The purpose of the Plan is to permit the Corporation to grant Awards to Eligible Participants, subject to certain
conditions as hereinafter set forth, for the following purposes:
(a)

to increase the interest in the Corporation's welfare of those Eligible Participants, who share responsibility for the
management, growth and protection of the business of the Corporation or a Subsidiary;

(b)

to provide an incentive to such Eligible Participants to continue their services for the Corporation or a Subsidiary and to
encourage such Eligible Participants whose skills, performance and loyalty to the objectives and interests of the
Corporation or a Subsidiary are necessary or essential to its success, image, reputation or activities;

(c)

to reward Participants for their performance of services while working for the Corporation or a Subsidiary; and

(d)

to provide a means through which the Corporation or a Subsidiary may attract and retain able Persons to enter its
employment or service.

2.2

Implementation and Administration of the Plan

(a)

The Plan shall be administered and interpreted by the board of directors of the Corporation (the "Board") or, if the Board
by resolution so decides, by a committee or plan administrator appointed by the Board. If such committee or plan
administrator is appointed for this purpose, all references to the "Board" herein will be deemed references to such
committee or plan administrator. Nothing contained herein shall prevent the Board from adopting other or additional
Share Compensation Arrangements or other compensation arrangements, subject to any required approval.

(b)

Subject to Article 7 and any applicable rules of a Stock Exchange, the Board may, from time to time, as it may deem
expedient, adopt, amend and rescind rules and regulations or vary the terms of this Plan and/or any Award hereunder
for carrying out the provisions and purposes of the Plan and/or to address tax or other requirements of any applicable
jurisdiction.

(c)

Subject to the provisions of this Plan, the Board is authorized, in its sole discretion, to make such determinations under,
and such interpretations of, and take such steps and actions in connection with, the proper administration and operations
of the Plan as it may deem necessary or advisable. The Board may delegate to officers or managers of the Corporation,
or committees thereof, the authority, subject to such terms as the Board shall determine, to perform such functions, in
whole or in part. Any such delegation by the Board may be revoked at any time at the Board's sole discretion. The
interpretation, administration, construction and application of the Plan and any provisions hereof made by the Board, or
by any officer, manager, committee or any other Person to which the Board delegated authority to perform such functions,
shall be final and binding on the Corporation, its Subsidiaries and all Eligible Participants.

(d)

No member of the Board or any Person acting pursuant to authority delegated by the Board hereunder shall be liable for
any action or determination taken or made in good faith in the administration, interpretation, construction or application
of the Plan or any Award granted hereunder. Members of the Board or and any person acting at the direction or on behalf
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of the Board, shall, to the extent permitted by law, be fully indemnified and protected by the Corporation with respect to
any such action or determination.
(e)

2.3

The Plan shall not in any way fetter, limit, obligate, restrict or constrain the Board with regard to the allotment or issuance
of any Shares or any other securities in the capital of the Corporation. For greater clarity, the Corporation shall not by
virtue of this Plan be in any way restricted from declaring and paying stock dividends, repurchasing Shares or varying or
amending its share capital or corporate structure.
Participation in this Plan

(a)

The Corporation makes no representation or warranty as to the future market value of the Shares or with respect to any
income tax matters affecting any Participant resulting from the grant, vesting, exercise or settlement of an Award, or
transactions in the Shares, or otherwise in respect of participation under the Plan. Neither the Corporation, nor any of its
directors, officers, employees, shareholders or agents shall be liable for anything done or omitted to be done by such
Person or any other Person with respect to the price, time, quantity or other conditions and circumstances of the issuance
of Shares hereunder, or in any other manner related to the Plan. For greater certainty, no amount will be paid to, or in
respect of, a Participant under the Plan or pursuant to any other arrangement, and no additional Awards will be granted
to such Participant to compensate for a downward fluctuation in the price of the Shares, nor will any other form of benefit
be conferred upon, or in respect of, a Participant for such purpose. The Corporation and its Subsidiaries do not assume
and shall not have responsibility for the income or other tax consequences resulting to any Participant and each
Participant is advised to consult with his or her own tax advisors.

(b)

Participants (and their legal representatives) shall have no legal or equitable right, claim, or interest in any specific
property or asset of the Corporation or any of its Subsidiaries. No asset of the Corporation or any of its Subsidiaries shall
be held in any way as collateral security for the fulfillment of the obligations of the Corporation or any of its Subsidiaries
under this Plan. Unless otherwise determined by the Board, this Plan shall be unfunded. To the extent any Participant
or his or her estate holds any rights by virtue of a grant of Awards under this Plan, such rights (unless otherwise
determined by the Board) shall be no greater than the rights of an unsecured creditor of the Corporation.

(c)

Unless otherwise determined by the Board, the Corporation shall not offer financial assistance to any Participant in
regards to the exercise of any Award granted under this Plan.

2.4

Shares Subject to the Plan

(a)

Subject to adjustment pursuant to Article 7 hereof, the securities that may be acquired by Participants pursuant to Awards
under this Plan shall consist of authorized but unissued Shares, provided that, in the case of Share Units the Corporation
(or applicable Subsidiary) may, at its sole discretion, elect to settle such Share Units and DSUs in cash or in Shares
acquired in the open market by a Designated Broker for the benefit of a Participant.

(b)

The maximum number of Shares reserved for issuance, in the aggregate, under this Plan shall be equal to 10% of the
Outstanding Issue, less any Shares underlying securities granted under any other Share Compensation Arrangement of
the Corporation, if any. For the purposes of calculating the number of Shares reserved for issuance under this Plan, (i)
each Option shall be counted as reserving one Share under the Plan and (ii) notwithstanding that the settlement of any
Share Unit or DSU in Shares shall be at the sole discretion of the Corporation as provided herein, for purposes of the
foregoing each Share Unit and each DSU shall, in each case, be counted as reserving one Share under the Plan. The
Plan is considered to be an "evergreen" plan as Shares of the Corporation covered by Awards which have been settled
will be available for subsequent grant under the Plan, and the number of Awards that may be granted under the Plan
increases if the total number of issued and outstanding Shares of the Corporation increases.

(c)

No Award may be granted if such grant would have the effect of causing the total number of Shares reserved for issuance
under this Plan to exceed the maximum number of Shares reserved for issuance under this Plan as set out above.

(d)

If (i) an outstanding Award (or portion thereof) expires or is forfeited, surrendered, cancelled or otherwise terminated for
any reason without having been exercised, (ii) an outstanding Award (or portion thereof) is settled in cash or in the form
of Shares acquired in the open market, or (iii) Shares acquired pursuant to an Award subject to forfeiture are forfeited,
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then in each such case the Shares reserved for issuance in respect of such Award (or portion thereof) will again be
available for issuance under the Plan.
2.5

Limits with Respect to Insiders, Individual Limits, Annual Grant Limits and Independent Director Limits

(a)

The maximum number of the Corporation's securities issuable to Insiders, at any time under the Plan, or when combined
with all of the Corporation's other Share Compensation Arrangements, cannot exceed ten percent (10%) of the
Corporation's total issued and outstanding securities.

(b)

The maximum number of the Corporation's securities issued to Insiders, within any one-year period, under the Plan, or
when combined with all of the Corporation's other Share Compensation Arrangements, cannot exceed ten percent (10%)
of the Corporation's total issued and outstanding securities.

(c)

Any Award granted pursuant to the Plan, or securities issued under any other Share Compensation Arrangements, prior
to a Participant becoming an Insider, shall be excluded from the purposes of the limits set out in Section 2.5(a) and
Section 2.5(b).

(d)

The maximum number of Shares that may be made issuable pursuant to Awards made to employees and Independent
Directors within any one-year period shall not exceed 5% of the Outstanding Issue (as of the commencement of such
one-year period).

(e)

The annual grant of Awards under this Plan and all of the Corporation's other Share Compensation Arrangements, to
any one Independent Director shall not exceed $150,000 in value (based on a Black-Scholes calculation or such other
similar and acceptable methodology, applied consistently and appropriately as determined by the Board), of which no
more than $100,000 may comprise Options; provided that the limits set out in this Section 2.5(e) shall not apply to (i)
Awards taken in lieu of any Cash Fees, and (ii) a one-time initial grant to an Independent Director upon such Independent
Director joining the Board.

2.6

Granting of Awards

Any Award granted under or otherwise governed by the Plan shall be subject to the requirement that, if at any
time counsel to the Corporation shall determine that the listing, registration or qualification of the Shares upon any stock exchange
or under any law or regulation of any jurisdiction, or the consent or approval of any stock exchange or any governmental or
regulatory body, is necessary as a condition of, or in connection with, the grant or settlement of such Award or the exercise of any
Option or the issuance or purchase of Shares thereunder, as applicable, such Award may not be granted, settled or exercised, as
applicable, in whole or in part unless such listing, registration, qualification, consent or approval shall have been effected or
obtained on conditions acceptable to the Board. Nothing herein shall be deemed to require the Corporation to apply for or to obtain
such listing, registration, qualification, consent or approval.
ARTICLE 3
OPTIONS
3.1

Nature of Options

An Option is an option granted by the Corporation to a Participant entitling such Participant to acquire a
designated number of Shares from treasury at the Option Price, but subject to the provisions hereof. For greater certainty, the
Corporation is obligated to issue and deliver the designated number of Shares on the exercise of an Option and shall have no
independent discretion to settle an Option in cash or other property other than Shares issued from treasury. For the avoidance of
doubt, no Dividend Equivalents shall be granted in connection with an Option.
3.2

Option Awards

Subject to the provisions set forth in this Plan and any shareholder or regulatory approval which may be
required, the Board shall, from time to time by resolution, in its sole discretion, (i) designate the Eligible Participants who may
receive Options under the Plan, (ii) fix the number of Options, if any, to be granted to each Eligible Participant and the date or
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dates on which such Options shall be granted (which shall not be prior to the date of the resolution of the Board), (iii) subject to
Section 3.3, determine the price per Share to be payable upon the exercise of each such Option (the "Option Price") and the
relevant vesting provisions (including Performance Criteria, if applicable) and the Option Term, the whole subject to the terms and
conditions prescribed in this Plan or in any Option Agreement, and any applicable rules of a Stock Exchange.
3.3

Option Price

The Option Price in respect of any Option shall be determined and approved by the Board when such Option
is granted, but shall not be less than the Market Value of a Share as of the date of the grant.
3.4

Option Term

The Board shall determine, at the time of granting the particular Option, the period during which the Option is
exercisable, which shall not be more than ten (10) years from the date the Option is granted ("Option Term"). Unless otherwise
determined by the Board, all unexercised Options shall be cancelled, without any compensation, at the expiry of such Options.
Notwithstanding the expiration provisions hereof, if the date on which an Option Term expires falls within a Blackout Period or
within nine Business Days after a Blackout Period Expiry Date, the expiration date of the Option will be the date that is ten Business
Days after the Blackout Period Expiry Date. Notwithstanding anything else herein contained, the ten Business Day period referred
to in this section may not be further extended by the Board.
3.5

Exercise of Options

Prior to its expiration or earlier termination in accordance with the Plan, each Option shall be exercisable at
such time or times and/or pursuant to the achievement of such Performance Criteria and/or other vesting conditions as the Board,
at the time of granting the particular Option, may determine in its sole discretion. For greater certainty, any exercise of Options by
a Participant shall be made in compliance with the Corporation's insider trading policy.
3.6

Method of Exercise and Payment of Purchase Price

(a)

Subject to the provisions of the Plan, an Option granted under the Plan shall be exercisable (from time to time as provided
in Section 3.5 hereof) by the Participant (or by the legal representative of the Participant) by delivering a fully completed
Exercise Notice, a form of which is attached hereto as Exhibit "B", to the Corporation at its registered office to the attention
of the Chief Financial Officer of the Corporation (or the individual that the Chief Financial Officer of the Corporation may
from time to time designate) or by giving notice in such other manner as the Corporation may from time to time designate,
which notice shall specify the number of Shares in respect of which the Option is being exercised and shall be
accompanied by payment, in full, of (i) the Option Price multiplied by the number of Shares specified in such notice, and
(ii) such amount in respect of withholding taxes as the Corporation may require under Section 8.2. Such payment shall
be in the form of cash, certified cheque, bank draft or any other form of payment deemed acceptable by the Board.

(b)

Upon exercise of an Option, the Corporation shall, as soon as practicable after such exercise and receipt of all payments
required to be made by the Participant to the Corporation in connection with such exercise, but no later than ten (10)
Business Days following such exercise and payment, forthwith cause the transfer agent and registrar of the Shares either
to:

(c)

(i)

deliver to the Participant (or to the legal representative of the Participant) a certificate in the name of the
Participant representing in the aggregate such number of Shares as the Participant (or to the legal
representative of the Participant) shall have then paid for and as are specified in such Exercise Notice; or

(ii)

in the case of Shares issued in uncertificated form, cause the issuance of the aggregate number of Shares as
the Participant (or the legal representative of the Participant) shall have then paid for and as are specified in
such Exercise Notice, which Shares shall be evidenced by a book position on the register of the shareholders
of the Corporation to be maintained by the transfer agent and registrar of the Shares.

The Board may, at any time and on such terms as it may in its discretion determine, grant to a Participant who is entitled
to exercise an Option the alternative right (the "Cashless Exercise Right") to deal with such Option on a "cashless
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exercise" basis. Without limitation, the Board may determine in its discretion that such Cashless Exercise Right, if any,
granted to a Participant in respect of any Options entitles the Participant the right to surrender such Options, in whole or
in part, to the Corporation upon giving notice in writing to the Corporation of the Participant's intention to exercise such
Cashless Exercise Right and the number of Options in respect of which such Cashless Exercise Right is being exercised,
and, upon such surrender, to receive, as consideration for the surrender of such Options as are specified in the notice,
that number of Shares, disregarding fractions, equal to the quotient obtained by:

3.7

(i)

subtracting the applicable Option Price from the Market Value of a Share (determined as of the date such
notice of cashless exercise is received by the Corporation), and multiplying the remainder by the number of
Options specified in such notice;

(ii)

subtracting from the amount obtained under Section 3.6(c)(i) the amount of any applicable withholding taxes
and other source deductions as determined by the Corporation in its sole discretion; and

(iii)

dividing the net amount obtained under subsection 3.6(c)(ii) by the Market Value of a Share determined as of
the date such notice of cashless exercise is received by the Corporation.
Option Agreements

Options shall be evidenced by an Option Agreement, in such form not inconsistent with the Plan as the Board
may from time to time determine with reference to the form attached as Exhibit "A". The Option Agreement shall contain such terms
that may be considered necessary in order that the Option will comply with any provisions respecting options in the income tax
(including, in respect of Canadian Participants, such terms and conditions so as to ensure that the Option shall be continuously
governed by section 7 of the ITA) or other laws in force in any country or jurisdiction of which the Participant may from time to time
be a resident or citizen or provide services in or the rules of any regulatory body having jurisdiction over the Corporation.
ARTICLE 4
RESTRICTED AND PERFORMANCE SHARE UNITS
4.1

Nature of Share Units

A Share Unit is an Award that is a bonus for services rendered in the year of grant, that, upon settlement,
entitles the recipient Participant to receive a cash payment equal to the Market Value of a Share (or, at the sole discretion of the
Corporation, a Share), and subject to such restrictions and conditions on vesting as the Board may determine at the time of grant,
unless such Share Unit expires prior to being settled. Restrictions and conditions on vesting conditions may, without limitation, be
based on the passage of time during continued employment or other service relationship (sometimes referred to as a "Restricted
Share Unit") the achievement of specified Performance Criteria (sometimes referred to as a "Performance Share Unit"), or both.
Unless otherwise provided in the applicable Share Unit Agreement, it is intended Share Units awarded to U.S.
Taxpayers will be exempt from Code Section 409A under U.S. Treasury Regulation section 1.409A- 1(b)(4), and accordingly such
Share Units will be settled/redeemed by March 15th of the year following the year in which such Share Units are not, or are no
longer, subject to a substantial risk of forfeiture (as such term is interpreted under Code Section 409A). For greater certainty, upon
the satisfaction or waiver or deemed satisfaction of all Performance Criteria and other vesting conditions, the Share Units of U.S.
Taxpayers will no longer be subject to a substantial risk of forfeiture, and will be settled/redeemed by March 15th of the following
year (the "U.S. Share Unit Outside Expiry Date").
It is intended that, in respect of Share Units granted to Canadian Participants as a bonus for services rendered
in the year of grant, neither the Plan nor any Share Units granted hereunder will constitute a "salary deferral arrangement" as
defined in subsection 248(1) of the ITA, by reason of the exemption in paragraph (k) thereof. All Share Units granted hereunder
shall be in addition to, and not in substitution for or in lieu of, ordinary salary and wages received or receivable by any Canadian
Participant in respect of his or her services to the Corporation or a Subsidiary, as applicable.
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4.2

Share Unit Awards

(a)

The Board shall, from time to time by resolution, in its sole discretion, (i) designate the Eligible Participants who may
receive Share Units under the Plan, (ii) fix the number of Share Units, if any, to be granted to each Eligible Participant
and the date or dates on which such Share Units shall be granted, (iii) determine the relevant conditions, vesting
provisions (including the applicable Performance Period and Performance Criteria, if any) and Restriction Period of such
Share Units, and (iv) any other terms and conditions applicable to the granted Share Units, which need not be identical
and which, without limitation, may include non-competition provisions, subject to the terms and conditions prescribed in
this Plan and in any Share Unit Agreement.

(b)

Subject to the vesting and other conditions and provisions in this Plan and in the applicable Share Unit Agreement, each
Share Unit awarded to a Participant shall entitle the Participant to receive, on settlement, a cash payment equal to the
Market Value of a Share, or at the discretion of the Corporation (or applicable Subsidiary), one Share or any combination
of cash and Shares as the Corporation (or applicable Subsidiary) in its sole discretion may determine, in each case less
any applicable withholding taxes or other source deductions.

(c)

For greater certainty, no Participant shall have any right to demand to be paid in, or receive, Shares in respect of any
Share Unit, and, notwithstanding any discretion exercised by the Corporation (or applicable Subsidiary) to settle any
Share Unit, or portion thereof, in the form of Shares, the Corporation (and each Subsidiary) reserves the right to change
such form of payment at any time until payment is actually made.

4.3

Share Unit Agreements

(a)

The grant of a Share Unit by the Board shall be evidenced by a Share Unit Agreement in such form not inconsistent with
the Plan as the Board may from time to time determine with reference to the form attached as Exhibit "C". Such Share
Unit Agreement shall be subject to all applicable terms and conditions of this Plan and may be subject to any other terms
and conditions (including without limitation any recoupment, reimbursement or claw-back compensation policy as may
be adopted by the Board from time to time) which are not inconsistent with this Plan and which the Board deems
appropriate for inclusion in a Share Unit Agreement. The provisions of the various Share Unit Agreements issued under
this Plan need not be identical.

(b)

The Share Unit Agreement shall contain such terms that the Corporation considers necessary in order that the Share
Unit will comply, for U.S. Taxpayers, with Code Section 409A and any provisions respecting restricted share units in the
income tax laws (including, in respect of Canadian Participants, such terms and conditions so as to ensure that the Share
Units shall not constitute a "salary deferral arrangement" as defined in subsection 248(1) of the ITA, by reason of the
exemption in paragraph (k) thereof) or other laws in force in any country or jurisdiction of which the Participant may from
time to time be a resident or citizen or provide services in or the rules of any regulatory body having jurisdiction over the
Corporation.

4.4

Vesting of Share Units

The Board shall have sole discretion to (i) determine if any vesting conditions with respect to a Share Unit,
including any Performance Criteria or other vesting conditions contained in the applicable Share Unit Agreement, have been met,
(ii) waive the vesting conditions applicable to Share Units (or deem them to be satisfied), provided that, with respect to any Share
Units granted to a U.S. Taxpayer, any such waiver complies with Code Section 409A, and (iii) extend the Restriction Period with
respect to any grant of Share Units, provided that (A) any such extension shall not result in the Restriction Period for such Shares
Units extending beyond the Share Unit Outside Expiry Date, and (B) with respect to any grant of Share Units to a U.S. Taxpayer,
such extension constitutes a substantial risk of forfeiture and such Share Units will continue to be exempt from (or otherwise comply
with) Code Section 409A. The Corporation shall communicate to a Participant, as soon as reasonably practicable, the date on
which all such applicable vesting conditions in respect of a grant of Share Units to the Participant have been satisfied, waived, or
deemed satisfied and such Share Units have vested (the "Vesting Date"). Notwithstanding the foregoing, if the date on which any
Share Units would otherwise vest falls within a Blackout Period or within nine Business Days after a Blackout Period Expiry Date,
the Vesting Date of such Share Units will be deemed to be the date that is the earlier of (i) ten Business Days after the Blackout
Period Expiry Date (which ten Business Day period may not be further extended by the Board) and (ii) the Share Unit Outside
Expiry Date in respect of such Share Units, provided that in no event will the redemption and settlement of any Share Units of a
Participant who is a U.S. Taxpayer be delayed beyond March 15th of the calendar year immediately following the year in which
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such Share Units are not, or are no longer, subject to a substantial risk of forfeiture (as such term is interpreted under Code Section
409A).
4.5

Redemption / Settlement of Share Units

(a)

Subject to the provisions of this Section 4.5, a Participant's vested Share Units shall be redeemed in consideration for a
cash payment on the date (the "Redemption Date") that is the earliest of (i) the 15th day following the applicable Vesting
Date for such vested Share Units (or, if such day is not a Business Day, on the immediately following Business Day),
and (ii) the Share Unit Outside Expiry Date.

(b)

Subject to the provisions of this Section 4.5, prior to the Redemption Date in respect of a Participant's vested Share
Units, the Corporation (or any Subsidiary that is party to an Employment Agreement or Consulting Agreement with the
Participant whose vested Share Units are to be redeemed) shall, at its sole discretion, be entitled to elect to settle all or
any portion of the cash payment obligation otherwise arising in respect of the Participant's vested Share Units either (i)
by the issuance of Shares to the Participant (or the legal representative of the Participant, if applicable) on the
Redemption Date, or (ii) by paying all or a portion of such cash payment obligation to the Designated Broker, who shall
use the funds received to purchase Shares in the open market, which Shares shall be registered in the name of the
Designated Broker in a separate account for the Participant's benefit.

(c)

Settlement of a Participant's vested Share Units shall take place on the Redemption Date as follows:
(i)

where the Corporation (or applicable Subsidiary) has elected to settle all or a portion of the Participant's vested
Share Units in Shares issued from treasury:
(A)

in the case of Shares issued in certificated form, by delivery to the Participant (or to the legal
representative of the Participant, if applicable) of a certificate in the name of the Participant (or the
legal representative of the Participant, if applicable) representing the aggregate number of Shares
that the Participant is entitled to receive, subject to satisfaction of any applicable withholding in
accordance with Section 8.2; or

(B)

in the case of Shares issued in uncertificated form, by the issuance to the Participant (or to the legal
representative of the Participant, if applicable) of the aggregate number of Shares that the Participant
is entitled to receive, subject to satisfaction of any applicable withholding tax under Section 8.2, which
Shares shall be evidenced by a book position on the register of the shareholders of the Corporation
to be maintained by the transfer agent and registrar of the Shares;

(ii)

where the Corporation or a Subsidiary has elected to settle all or a portion of the Participant's vested Share
Units in Shares purchased in the open market, by delivery to the Designated Broker of readily available funds
in an amount equal to the Market Value of a Share as of the Redemption Date multiplied by the number of
vested Share Units to be settled in Shares purchased in the open market, less the amount of any applicable
withholding tax under Section 8.2, along with directions instructing the Designated Broker to use such funds to
purchase Shares in the open market for the benefit of the Participant and to be evidenced by a confirmation
from the Designated Broker of such purchase;

(iii)

any cash payment to which the Participant is entitled (excluding, for the avoidance of doubt, any amount
payable in respect of the Participant's Share Units that the Corporation or a Subsidiary has elected to settle in
Shares) shall, subject to satisfaction of any applicable withholding tax under Section 8.2, be paid to the
Participant (or to the legal representative of the Participant, if applicable) by the Corporation or Subsidiary of
which the Participant is a director, employee, executive officer or Consultant, in cash, by cheque or by such
other payment method as the Corporation and Participant may agree;

(iv)

the cash payment obligation arising in respect of the redemption and settlement of a vested Share Unit
pursuant to this Section 4.5 shall be equal to the Market Value of a Share as of the applicable Redemption
Date. For the avoidance of doubt, the aggregate cash amount to be paid to a Participant (or the legal
representative of the Participant, if applicable) in respect of a particular redemption of the Participant's vested
Share Units shall, subject to any adjustments in accordance with Section 7.1 and any withholding required
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pursuant to Section 8.2, be equal to the Market Value of a Share as of the Redemption Date for such vested
Share Units multiplied by the number of vested Share Units in the Participant's Account at the commencement
of the Redemption Date (after deducting any such vested Share Units in the Participant's Account in respect
of which the Corporation (or applicable Subsidiary) makes an election under Section 4.5(2) to settle such
vested Share Units in Shares);

(d)

4.6

(v)

where the Corporation or a Subsidiary has elected to settle a portion, but not all, of the Participant's vested
Share Units in Shares, the Participant shall be deemed to have instructed the Corporation or Subsidiary, as
applicable, to withhold from the cash portion of the payment to which the Participant is otherwise entitled such
amount as may be required in accordance with Section 8.2 and to remit such withheld amount to the applicable
taxation authorities on account of any withholding tax obligations, and the Corporation or Subsidiary, as
applicable, shall deliver any remaining cash payable, after making any such remittance, to the Participant (or
to the legal representative of the Participant, if applicable) as soon as reasonable practicable. In the event that
the cash portion payable to settle a Participant's Share Units in the foregoing circumstances is not sufficient to
satisfy the withholding obligations of the Corporation or a Subsidiary pursuant to Section 8.2, the Corporation
or Subsidiary, as applicable, shall be entitled to satisfy any remaining withholding obligation by any other
mechanism as may be required or determined by the Corporation or Subsidiary as appropriate; and

(vi)

where, as a result of any adjustment in accordance with Section 7.1 and/or any withholding required pursuant
to Section 8.2, the aggregate number of Shares to be received by a Participant upon an election by the
Corporation (or applicable Subsidiary) to settle all or a portion of the Participant's vested Share Units in Shares
includes a fractional Share, the aggregate number of Shares to be received by the Participant shall be rounded
down to the nearest whole number of Shares.

Notwithstanding any other provision in this Article 4, no payment, whether in cash or in Shares, shall be made in respect
of the settlement of any Share Units later than December 15 of the third (3rd) calendar year following the end of the
calendar year in respect of which such Share Unit is granted (the "Share Unit Outside Expiry Date").
Award of Dividend Equivalents

Dividend Equivalents may, as determined by the Board in its sole discretion, be awarded as a bonus for
services in the year of the dividend, in respect of unvested Share Units in a Participant's Account on the same basis as cash
dividends declared and paid on Shares as if the Participant was a shareholder of record of Shares on the relevant record date.
Dividend Equivalents, if any, will be credited to the Participant's Account in additional Share Units, the number of which shall be
equal to a fraction where the numerator is the product of (i) the number of Share Units in such Participant's Account on the date
that dividends are paid multiplied by (ii) the dividend paid per Share and the denominator of which is the Market Value of one Share
calculated as of the date that dividends are paid. Any additional Share Units credited to a Participant's Account as a Dividend
Equivalent shall be subject to the same terms and conditions (including vesting and Restriction Periods) as the Share Units in
respect of which such additional Share Units are credited and shall be deemed to have been awarded on the same date and
subject to the same expiry date as the Share Units in respect of which such additional Share Units are credited.
In the event that the Participant's applicable Share Units do not vest, all Dividend Equivalents, if any, associated
with such Share Units will be forfeited by the Participant.
ARTICLE 5
DEFERRED SHARE UNITS
5.1

Nature of Deferred Share Units

A deferred share unit ("DSU") is an Award for services rendered, or for future services to be rendered, and
that, upon settlement, entitles the recipient Participant to receive cash or acquire Shares, as determined by the Corporation in its
sole discretion, unless such DSU expires prior to being settled.
For greater certainty, the aggregate of all amounts each of which may be received in respect of a DSU shall
depend, at all times, on the fair market value of shares of the capital stock of the Corporation or any corporation related (within the
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meaning of the ITA) thereto within the period that commences one year prior to the Participant's Termination Date and ends at the
time the amount is received.
5.2

Market Fluctuation

For greater certainty, no amount will be paid or benefit provided to, or in respect of, a Participant, or to any
person who does not deal at arm's length with a Participant for the purposes of the ITA, under the Plan or pursuant to any other
arrangement, and no additional Awards will be granted to such Participant for the purpose of reducing the impact, in whole or in
part, of any reduction in the fair market value of the shares of the Corporation or any corporation related (within the meaning of the
ITA) thereto.
5.3

Granting of DSU Awards

(a)

The Board may fix from time to time a portion of the Director Fees that is to be payable in the form of DSUs. In addition,
each Electing Person is given, subject to the conditions stated herein, the right to elect in accordance with Section 5.3(b),
to participate in the grant of additional DSUs pursuant to this Article 5. An Electing Person who elects to participate in
the grant of additional DSUs pursuant to this Article 5 shall receive their Elected Amount (as that term is defined below)
in the form of DSUs in lieu of cash. The "Elected Amount" shall be an amount, as elected by the Director and approved
by the Board, in accordance with applicable tax law, between 0% and 100% of any Director Fees that are otherwise
intended to be paid in cash (the "Cash Fees").

(b)

Each Electing Person who elects to receive their Elected Amount in the form of DSUs in lieu of cash will be required to
file a notice of election in the form of Exhibit "E" hereto (the "Election Notice") with the Chief Financial Officer of the
Corporation: (i) in the case of an existing Electing Person, by December 31st in the year prior to the year to which such
election is to apply (other than for Director Fees payable for the 2021 financial year, in which case any Electing Person
as of the date of this Plan shall file the Election Notice by the date that is 30 days from the effective date of the Plan with
respect to compensation paid for services to be performed after such date); and (ii) in the case of a newly appointed
Electing Person, within 30 days of such appointment with respect to compensation paid for services to be performed
after such date. If no election is made within the foregoing time frames, the Electing Person shall be deemed to have
elected to be paid the entire amount of his or her Cash Fees in cash.

(c)

Subject to Section 5.3(d), the election of an Electing Person under Section 5.3(b) shall be deemed to apply to all Cash
Fees that would be paid subsequent to the filing of the Election Notice, and such Electing Person is not required to file
another Election Notice for subsequent calendar years.

(d)

An election by an Electing Person to receive the Elected Amount in DSUs in lieu of cash for any calendar year is
irrevocable for that calendar year and any termination of the election will not take effect until the first day of the calendar
year following the calendar year in which the termination notice in the form of Exhibit "F" is delivered.

(e)

The number of DSUs granted at any particular time pursuant to Section 5.3(a) will be calculated by dividing (i) the amount
of any Director Fees that are to be paid in DSUs (including any Elected Amount), by (ii) the Market Value of a Share on
the date of grant.

(f)

In addition to the foregoing, subject to the provisions of this Plan and the requirements of paragraph 6801(d) of the ITA
Regulations and Code Section 409A, the Board may, from time to time by resolution, in its sole discretion, (i) designate
the Independent Directors who may receive DSUs under the Plan, (ii) fix the number of DSUs, if any, to be granted to
any Independent Director and the date or dates on which such DSUs shall be granted, and (iii) determine any other
terms and conditions applicable to the granted DSUs.

5.4
(a)

DSU Agreements
The grant of a DSU by the Board shall be evidenced by a DSU Agreement in such form not inconsistent with the Plan
as the Board may from time to time determine with reference to the form attached as Exhibit "D". Such DSU Agreement
shall be subject to all applicable terms and conditions of this Plan and may be subject to any other terms and conditions
(including without limitation any recoupment, reimbursement or claw-back compensation policy as may be adopted by
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the Board from time to time) which are not inconsistent with this Plan and which the Board deems appropriate for inclusion
in a DSU Agreement. The provisions of the various DSU Agreements issued under this Plan need not be identical.
(b)

Each DSU Agreement shall contain such terms that the Corporation considers necessary in order that the DSUs granted
thereunder to U.S. Taxpayers will comply with Code Section 409A and any provisions respecting restricted share units
in the income tax (including, in respect of Canadian Participants, such terms and conditions so as to ensure that the
DSUs shall not constitute a "salary deferral arrangement" as defined in subsection 248(1) of the ITA by reason of the
exemption in paragraph 6801(d) of the ITA Regulations) or other laws in force in any country or jurisdiction of which the
Participant may from time to time be a resident or citizen or provide services in or the rules of any regulatory body having
jurisdiction over the Corporation.

5.5
(a)

Redemption / Settlement of DSUs
Except as otherwise provided in this Section 5.5 or Section 8.10 of this Plan, (i) DSUs of a Participant who is a U.S.
Taxpayer shall be redeemed and settled by the Corporation on the first Business Day following the Participant's
Separation from Service, subject to the delay that may be required under Section 8.10(b) of this Plan, and (ii) DSUs of a
Participant who is a Canadian Participant (or who is neither a U.S Taxpayer nor a Canadian Participant) shall be
redeemed and settled by the Corporation as soon as reasonably practicable following the Participant's Termination Date,
but in any event not later than, and any payment (whether in cash or in Shares) in respect of the settlement of such
DSUs shall be made no later than, December 15 of the first (1st) calendar year commencing immediately after the
Participant's Termination Date. Notwithstanding the foregoing, if a payment in settlement of DSUs of a Participant who
is both a U.S. Taxpayer and a Canadian Participant:
(i)

is required as a result of his or her Separation from Service in accordance with clause (a) above, but such
payment would result in such DSUs failing to satisfy the requirements of paragraph 6801(d) of the ITA
Regulations, and the Board determines that it is not practical to make such payment in some other manner or
at some other time that complies with both Code Section 409A and paragraph 6801(d) of the ITA Regulations,
then such payment will be made to a trustee to be held in trust for the benefit of the Participant in a manner
that causes the payment to be included in the Participant's income under the Code but does not contravene
the requirements of paragraph 6801(d) of the ITA Regulations, and the amount shall thereafter be paid out of
the trust at such time and in such manner as complies with the requirements of paragraph 6801(d) of the ITA
Regulations; or

(ii)

is required pursuant to clause (i) above, but such payment would result in such DSUs failing to satisfy the
requirements of Code Section 409A because the Participant has not experienced a Separation from Service,
and if the Board determines that it is not practical to make such payment in some other manner or at some
other time that satisfies the requirements of both Code Section 409A and paragraph 6801(d) of the ITA
Regulations, then the Participant shall forfeit such DSUs without compensation therefore.

(b)

Subject to the vesting and other conditions and provisions in this Plan and in any DSU Agreement, each DSU awarded
to a Participant shall entitle the Participant to receive on settlement a cash payment equal to the Market Value of a Share,
or at the discretion of the Corporation, one Share or any combination of cash and Shares as the Corporation in its sole
discretion may determine. For greater certainty, no Participant shall have any right to demand to be paid in, or receive,
Shares in respect of any DSU, and, notwithstanding any discretion exercised by the Corporation to settle any DSU, or
portion thereof, in the form of Shares, the Corporation reserves the right to change such form of payment at any time
until payment is actually made.

(c)

The Corporation will have, at its sole discretion, the ability to elect to settle all or any portion of the cash payment
obligation arising in respect of the redemption and settlement of a Participant's DSUs by either (i) the issuance of Shares
to the Participant (or the legal representative of the Participant, if applicable) on the DSU Redemption Date, or (ii) by
paying all or a portion of such cash payment obligation to the Designated Broker, who shall use the funds received to
purchase Shares in the open market, which Shares shall be registered in the name of the Designated Broker in a separate
account for the Participant's benefit. For greater certainty, the Corporation shall not pay any cash or issue any Shares to
a Participant in satisfaction of the redemption of a Participant's DSUs prior to the Corporation being satisfied, in its sole
discretion, that all applicable withholding taxes under Section 8.2 will be timely withheld or received and remitted to the
appropriate taxation authorities in respect of any particular Participant and any particular DSUs.
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(d)

The redemption and settlement of a Participant's DSUs shall occur on the applicable DSU Redemption Date as follows:
(i)

where the Corporation has elected to settle all or a portion of the Participant's DSUs in Shares issued from
treasury,
(A)

in the case of Shares issued in certificated form, delivery to the Participant (or to the legal
representative of the Participant, if applicable) of a certificate in the name of the Participant (or the
legal representative of the Participant, if applicable) representing the aggregate number of Shares
that the Participant is entitled to receive, subject to satisfaction of any applicable withholding in
accordance with Section 8.2; or

(B)

in the case of Shares issued in uncertificated form, issuance to the Participant (or to the legal
representative of the Participant, if applicable) of the aggregate number of Shares that the Participant
is entitled to receive, subject to satisfaction of any applicable withholding tax under Section 8.2, which
Shares shall be evidenced by a book position on the register of the shareholders of the Corporation
to be maintained by the transfer agent and registrar of the Shares;

(ii)

where the Corporation or a Subsidiary has elected to settle all or a portion of the Participant's DSUs in Shares
purchased in the open market, by delivery to the Designated Broker of readily available funds in an amount
equal to the Market Value of a Share as of the DSU Redemption Date multiplied by the number of DSUs being
redeemed to be settled in Shares purchased in the open market, less the amount of any applicable withholding
tax under Section 8.2, along with directions instructing the Designated Broker to use such funds to purchase
Shares in the open market for the benefit of the Participant and to be evidenced by a confirmation from the
Designated Broker of such purchase;

(iii)

any cash payment to which the Participant is entitled (excluding, for the avoidance of doubt, any amount
payable in respect of the Participant's DSUs that the Corporation has elected to pay in Shares) shall, subject
to satisfaction of any applicable withholding tax under Section 8.2, be paid to the Participant (or to the legal
representative of the Participant, if applicable) by the Corporation in cash, by cheque or by such other payment
method as the Corporation and Participant may agree;

(iv)

the cash payment obligation by the Corporation in respect of the redemption and settlement of a DSU pursuant
to this Section 5.5 shall be equal to the Market Value of a Share as of the applicable DSU Redemption Date.
For the avoidance of doubt, the aggregate cash amount to be paid to a Participant (or the legal representative
of the Participant, if applicable) in respect of a particular redemption of the Participant's DSUs shall, subject to
any adjustment in accordance with Section 7.1 and any withholding required pursuant to Section 8.2, be equal
to the Market Value of a Share as of the DSU Redemption Date for such DSUs multiplied by the number of
DSUs being redeemed (after deducting any such DSUs in respect of which the Corporation makes an election
under Section 5.5(b) to settle such DSUs in Shares);

(v)

where, as a result of any adjustment in accordance with Section 7.1 and/or any withholding required pursuant
to Section 8.2, the aggregate number of Shares to be received by a Participant upon an election by the
Corporation to settle all or a portion of the Participant's DSUs includes a fractional Share, the aggregate number
of Shares to be received by the Participant shall be rounded down to the nearest whole number of Shares; and

(vi)

where the Corporation has elected to settle a portion, but not all, of the Participant's DSUs in Shares, the
Participant shall be deemed to have instructed the Corporation to withhold from the cash portion of the payment
to which the Participant is otherwise entitled such amount as may be required in accordance with Section 8.2
and to remit such withheld amount to the applicable taxation authorities on account of any withholding
obligations of the Corporation, and the Corporation shall deliver any remaining cash payable, after making any
such remittance, to the Participant (or to the legal representative of the Participant, if applicable) as soon as
reasonable practicable. In the event that the cash portion elected by the Corporation to settle the Participant's
Share Units is not sufficient to satisfy the withholding obligations of the Corporation pursuant to Section 8.2,
any remaining amounts shall be satisfied by the Corporation by any other mechanism as may be required or
determined by the Corporation as appropriate.
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5.6

Award of Dividend Equivalents

Dividend Equivalents may, as determined by the Board in its sole discretion, be awarded as a bonus for
services in the year of the dividend, in respect of unvested DSUs in a Participant's Account on the same basis as cash dividends
declared and paid on Shares as if the Participant was a shareholder of record of Shares on the relevant record date. Dividend
Equivalents, if any, will be credited to the Participant's Account in additional DSUs, the number of which shall be equal to a fraction
where the numerator is the product of (i) the number of DSUs in such Participant's Account on the date that dividends are paid
multiplied by (ii) the dividend paid per Share and the denominator of which is the Market Value of one Share calculated as of the
date that dividends are paid. Any additional DSUs credited to a Participant's Account as a Dividend Equivalent shall be subject to
the same terms and conditions (including vesting and Restriction Periods) as the DSUs in respect of which such additional DSUs
are credited and shall be deemed to have been awarded on the same date and subject to the same expiry date as the DSUs in
respect of which such additional DSUs are credited.
In the event that the Participant's applicable DSUs do not vest, all Dividend Equivalents, if any, associated with
such DSUs will be forfeited by the Participant.
ARTICLE 6
GENERAL CONDITIONS
6.1

General Conditions Applicable to Awards
Each Award shall be subject to the following conditions:

(a)

Vesting Period. Each Award granted hereunder shall vest in accordance with the terms of this Plan and the Grant
Agreement entered into in respect of such Award. The Board has the right, in its sole discretion, to waive any vesting
conditions or accelerate the vesting of any Award, or to deem any Performance Criteria or other vesting conditions to be
satisfied, notwithstanding the vesting schedule set forth for such Award, provided that (i) the settlement of a DSU shall
not be accelerated; and (ii) in the case of a U.S Taxpayer, the settlement of a Share Unit shall not be accelerated except
in accordance with Code Section 409A.

(b)

Employment. Notwithstanding any express or implied term of this Plan to the contrary, the granting of an Award pursuant
to the Plan shall in no way be construed as a guarantee by the Corporation or a Subsidiary to the Participant of
employment or another service relationship with the Corporation or a Subsidiary. The granting of an Award to a
Participant shall not impose upon the Corporation or a Subsidiary any obligation to retain the Participant in its employ or
service in any capacity. Nothing contained in this Plan or in any Award granted under this Plan shall interfere in any way
with the rights of the Corporation or any of its Subsidiaries in connection with the employment, retention or termination
of any such Participant. The loss of existing or potential profit in Shares underlying Awards granted under this Plan shall
not constitute an element of damages in the event of termination of a Participant's employment or service in any office
or otherwise.

(c)

Grant of Awards. Eligibility to participate in this Plan does not confer upon any Eligible Participant any right to be granted
Awards pursuant to this Plan. Granting Awards to any Eligible Participant does not confer upon any Eligible Participant
the right to receive nor preclude such Eligible Participant from receiving any additional Awards at any time. The extent
to which any Eligible Participant is entitled to be granted Awards pursuant to this Plan will be determined in the sole
discretion of the Board. Participation in the Plan shall be entirely voluntary and any decision not to participate shall not
affect an Eligible Participant's relationship or employment with the Corporation or any Subsidiary.

(d)

Rights as a Shareholder. Neither the Participant nor such Participant's personal representatives or legatees shall have
any rights whatsoever as shareholder in respect of any Shares covered by such Participant's Awards by reason of the
grant of such Award until such Award has been duly exercised or settled, as applicable, and, if determined by the
Corporation, Shares have been issued in respect thereof. Without in any way limiting the generality of the foregoing and
except as provided under this Plan, no adjustment shall be made for dividends or other rights for which the record date
is prior to the date such Shares have been issued.

(e)

Conformity to Plan. In the event that an Award is granted or a Grant Agreement is executed which does not conform in
all particulars with the provisions of the Plan, or purports to grant Awards on terms different from those set out in the
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Plan, the Award or the grant of such Award shall not be in any way void or invalidated, but the Award so granted will be
adjusted to become, in all respects, in conformity with the Plan.
(f)

Non-Transferrable Awards. Except as specifically provided in a Grant Agreement approved by the Board, each Award
granted under the Plan is personal to the Participant and shall not be assignable or transferable by the Participant,
whether voluntarily or by operation of law, except by will or by the laws of succession of the domicile of the deceased
Participant. No Award granted hereunder shall be pledged, hypothecated, charged, transferred, assigned or otherwise
encumbered or disposed of on pain of nullity.

(g)

Participant's Entitlement. Except as otherwise provided in this Plan (including, without limiting the generality of the
foregoing, pursuant to Section 6.2), or unless the Board permits otherwise, or unless required by legislation applicable
to the Participant (i) upon any Subsidiary of the Corporation ceasing to be a Subsidiary of the Corporation, Awards
previously granted under this Plan that, at the time of such change, are held by a Person who is a director, executive
officer, employee or Consultant of such Subsidiary of the Corporation and not of the Corporation itself, whether or not
then exercisable, shall automatically terminate on the date of such change, and (ii) no Participant who ceases to be
employed due to resignation, retirement, death or termination shall have any entitlement under this Plan after the
Participant's Termination Date, and no damages or compensation shall be payable due to the cessation of the
Participant's employment, regardless of the reason for such termination, which party initiates it, and whether lawful or
unlawful, voluntary or involuntary, and whether notice is or is not given. For certainty, this Plan displaces any and all
common law rights that a Participant may have or claim to have in respect of the Plan.

6.2

General Conditions Applicable to Options
Each Option shall be subject to the following conditions:

(a)

Termination for Cause. Upon a Participant ceasing to be an Eligible Participant for Cause, any vested or unvested
Option granted to such Participant shall terminate immediately upon the Participant's Termination Date. For the purposes
of the Plan, the determination by the Corporation that the Participant was discharged for Cause shall be binding on the
Participant. "Cause" shall mean, among other things, gross misconduct, theft, fraud, breach of confidentiality or breach
of the Corporation's codes of conduct and any other reason determined by the Corporation to be cause for termination.

(b)

Termination not for Cause. Upon a Participant ceasing to be an Eligible Participant as a result of his or her employment
or service relationship with the Corporation or a Subsidiary being terminated without Cause (including, for the avoidance
of doubt, as a result of any Subsidiary of the Corporation ceasing to be a Subsidiary of the Corporation, as contemplated
by Section 6.1(a)), (i) each unvested Option granted to such Participant shall expire and become void immediately upon
the Participant's Termination Date, and (ii) each vested Option held by such Participant shall cease to be exercisable on
the earlier of (A) ninety (90) days after the Participant's Termination Date (or such later date as the Board may, in its sole
discretion, determine) and (B) the expiry date of such Option as set forth in the applicable Grant Agreement, after which
such vested Option will expire.

(c)

Resignation. Upon a Participant ceasing to be an Eligible Participant as a result of his or her resignation from the
Corporation or a Subsidiary, (i) each unvested Option granted to such Participant shall terminate and become void
immediately upon the Participant's Termination Date, and (ii) each vested Option held by such Participant shall cease to
be exercisable on the earlier of (A) ninety (90) days after the Participant's Termination Date and (B) the expiry date of
such Option as set forth in the applicable Grant Agreement, after which such vested Option will expire.

(d)

Permanent Disability/Retirement. Upon a Participant ceasing to be an Eligible Participant by reason of retirement or
permanent disability, (i) each unvested Option granted to such Participant shall terminate and become void immediately
upon the Participant's Termination Date, and (ii) each vested Option held by such Participant shall cease to be
exercisable on the earlier of (A) ninety (90) days after the Participant's Termination Date, and (B) the expiry date of such
Option as set forth in the applicable Grant Agreement, after which such vested Option will expire.

(e)

Death. Upon a Participant ceasing to be an Eligible Participant by reason of death, (i) each unvested Option granted to
such Participant shall terminate and become void effective immediately prior to the Eligible Participant's time of death,
and (ii) each vested Option held by such Participant at the time of death may be exercised by the legal representative of
the Participant, provided that any such vested Option shall cease to be exercisable on the earlier of (A) the date that is
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six (6) months after the Participant's death or (B) the expiry date of such Option as set forth in the applicable Grant
Agreement, after which such vested Option will expire.
(f)

6.3

Leave of Absence. Upon a Participant electing a voluntary leave of absence of more than twelve (12) months, including
maternity and paternity leaves, the Board may determine, at its sole discretion but subject to applicable laws, that such
Participant's participation in the Plan shall be terminated, provided that all vested Options shall remain outstanding and
in effect until the applicable exercise date, or an earlier date determined by the Board at its sole discretion.
General Conditions Applicable to Share Units
Each Share Unit shall be subject to the following conditions:

(a)

Termination for Cause and Resignation. Upon a Participant ceasing to be an Eligible Participant for Cause or as a
result of his or her resignation from the Corporation or a Subsidiary, the Participant's participation in the Plan shall be
terminated immediately upon the Participant's Termination Date, all Share Units credited to such Participant's Account
that have not vested as of the Participant's Termination Date shall be forfeited and cancelled, and the Participant's rights
that relate to such Participant's unvested Share Units shall be forfeited and cancelled on the Termination Date.

(b)

Death, Leave of Absence or Termination of Service. Except as otherwise determined by the Board from time to time,
at its sole discretion, upon a Participant electing a voluntary leave of absence of more than twelve (12) months, including
maternity and paternity leaves, or upon a Participant ceasing to be Eligible Participant as a result of (i) death, (ii)
retirement, (iii) Termination of Service for reasons other than for Cause, (iv) his or her employment or service relationship
with the Corporation or a Subsidiary being terminated by reason of injury or disability, all unvested Share Units in the
Participant's Account as of such date relating to a Restriction Period in progress shall be forfeited and cancelled.
Notwithstanding the foregoing, if the Board, in its sole discretion, instead accelerates the vesting or waives vesting
conditions with respect to all or some portion of outstanding unvested Share Units, the date of such action is the Vesting
Date.

(c)

General. For greater certainty, where (i) a Participant's employment or service relationship with the Corporation or a
Subsidiary is terminated pursuant to Section 6.3(a) or Section 6.3(b) hereof or (ii) a Participant elects for a voluntary
leave of absence pursuant to Section 6.3(b) hereof following the satisfaction of all vesting conditions in respect of
particular Share Units but before receipt of the corresponding distribution or payment in respect of such Share Units, the
Participant shall remain entitled to such distribution or payment.
ARTICLE 7
ADJUSTMENTS AND AMENDMENTS

7.1

Adjustment to Shares Subject to Outstanding Awards

At any time after the grant of an Award to a Participant and prior to the expiration of the term of such Award or
the forfeiture or cancellation of such Award, in the event of (i) any subdivision of the Shares into a greater number of Shares, (ii)
any consolidation of Shares into a lesser number of Shares, (iii) any reclassification, reorganization or other change affecting the
Shares, (iv) any merger, amalgamation or consolidation of the Corporation with or into another corporation, or (v) any distribution
to all holders of Shares or other securities in the capital of the Corporation, of cash, evidences of indebtedness or other assets of
the Corporation (excluding an ordinary course dividend in cash or shares, but including for greater certainty shares or equity
interests in a subsidiary or business unit of the Corporation or one of its subsidiaries or cash proceeds of the disposition of such a
subsidiary or business unit) or any transaction or change having a similar effect, then the Board shall in its sole discretion, subject
to the required approval of any Stock Exchange, determine the appropriate adjustments or substitutions to be made in such
circumstances in order to maintain the economic rights of the Participant in respect of such Award in connection with such
occurrence or change, including, without limitation:
(a)

adjustments to the exercise price of such Award without any change in the total price applicable to the unexercised
portion of the Award;
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(b)

adjustments to the number of Shares or the computation of the cash payment to which the Participant is entitled upon
exercise or settlement of such Award; or

(c)

adjustments to the number or kind of shares reserved for issuance pursuant to the Plan.

7.2

Change of Control

(a)

In the event of a potential Change of Control, the Board shall have the power, in its sole discretion, to accelerate the
vesting of Options to assist the Participants to tender into a takeover bid or participating in any other transaction leading
to a Change of Control. For greater certainty, in the event of a take-over bid or any other transaction leading to a Change
of Control, the Board shall have the power, in its sole discretion, to (i) provide that any or all Options shall thereupon
terminate, provided that any such outstanding Options that have vested shall remain exercisable until the consummation
of such Change of Control, and (ii) permit Participants to conditionally exercise their vested Options immediately prior to
the consummation of the take-over bid and the Shares issuable under such Options to be tendered to such bid, such
conditional exercise to be conditional upon the take-up by such offeror of the Shares or other securities tendered to such
take-over bid in accordance with the terms of such take-over bid (or the effectiveness of such other transaction leading
to a Change of Control). If, however, the potential Change of Control referred to in this Section 7.2 is not completed
within the time specified therein (as the same may be extended), then notwithstanding this Section 7.2 or the definition
of "Change of Control": (i) any conditional exercise of vested Options shall be deemed to be null, void and of no effect,
and such conditionally exercised Options shall for all purposes be deemed not to have been exercised, (ii) Shares which
were issued pursuant to the exercise of Options which vested pursuant to this Section 7.2 shall be returned by the
Participant to the Corporation and reinstated as authorized but unissued Shares, and (iii) the original terms applicable to
Options which vested pursuant to this Section 7.2 shall be reinstated. In the event of a Change of Control, the Board
may exercise its discretion to accelerate the vesting of, or waive the Performance Criteria or other Vesting Conditions
applicable to, outstanding Share Units, and the date of such action shall be the Vesting Date of such Share Units.

(b)

if the Corporation completes a transaction constituting a Change of Control and within twelve (12) months following the
Change of Control a Participant who was also an officer or employee of, or Consultant to, the Corporation prior to the
Change of Control has their Employment Agreement or Consulting Agreement terminated, then: (i) all unvested Options
granted to such Participant shall immediately vest and become exercisable, and remain open for exercise until the earlier
of (A) their expiry date as set out in the applicable Grant Agreement, and (B) the date that is 90 days after such termination
or dismissal; and (ii) all unvested Share Units shall become vested, and the date of such Participant's Termination Date
shall be deemed to be the Vesting Date.

7.3
(a)

Amendment or Discontinuance of the Plan
The Board may suspend or terminate the Plan at any time, or from time to time amend or revise the terms of the Plan or
any granted Award without the consent of the Participants, provided that such suspension, termination, amendment or
revision shall:
(i)

not adversely alter or impair the rights of any Participant, without the consent of such Participant except as
permitted by the provisions of the Plan;

(ii)

be in compliance with applicable law (including Code Section 409A or the provisions of the ITA, to the extent
applicable), including the prior approval, if required, of the TSX (or any other stock exchange on which the
Shares are listed),or any other regulatory body having authority over the Corporation; and

(iii)

be subject to shareholder approval to the extent such approval is required by applicable law or the requirements
of the TSX (or any other stock exchange on which the Shares are listed), provided that the Board may, from
time to time, in its absolute discretion and without approval of the shareholders of the Corporation, make the
following amendments to this Plan:
(A)

any amendment to the vesting provision of the Awards;
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(b)

(B)

any amendment to the expiration date of an Award that does not extend the terms of the Award past
the original date of expiration of such Award;

(C)

any amendment regarding the effect of termination of a Participant's employment or engagement;

(D)

any amendment which accelerates the date on which any Option may be exercised under the Plan;

(E)

any amendment necessary to comply with applicable law (including taxation laws) or the
requirements of the TSX (or any other stock exchange on which the Shares are listed) or any other
regulatory body;

(F)

any amendment of a "housekeeping" nature, including to clarify the meaning of an existing provision
of the Plan, correct or supplement any provision of the Plan that is inconsistent with any other
provision of the Plan, correct any grammatical or typographical errors or amend the definitions in the
Plan;

(G)

any amendment regarding the administration of the Plan;

(H)

any amendment to adopt a clawback provision applicable to equity compensation; and

(I)

any other amendment that does not require the approval of the shareholders of the Corporation
under Section 7.3(b).

Notwithstanding Section 7.3(a), the Board shall be required to obtain shareholder approval to make the following
amendments:
(i)

any increase to the maximum number of Shares issuable under the Plan, except in the event of an adjustment
pursuant to Section 7.1;

(ii)

except in the case of an adjustment pursuant to Section 7.1 any amendment which reduces the exercise price
of an Option or any cancellation of an Option and replacement of such Option with an Option with a lower
exercise price or other entitlements;

(iii)

any amendment which extends the expiry date of any Award, or the Restriction Period of any Share Unit
beyond the original expiry date or Restriction Period;

(iv)

any amendment to the number of Shares that may be made issuable pursuant to Awards made to employees
and Independent Directors;

(v)

any amendment which would permit Awards granted under the Plan to be transferable or assignable other
than for normal estate settlement purposes;

(vi)

any amendment to the limits on Awards to Independent Directors set out in Section 2.5(e);

(vii)

any amendment to the definition of an Eligible Participant under the Plan; and

(viii)

any amendments to this Section 7.3

provided that Shares held directly or indirectly by Insiders benefiting from the amendments shall be excluded when
obtaining such shareholder approval.
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ARTICLE 8
MISCELLANEOUS
8.1

Use of an Administrative Agent

The Board may in its sole discretion appoint from time to time one or more entities to act as administrative
agent to administer the Awards granted under the Plan and to hold and administer the assets that may be held in respect of Awards
granted under the Plan, the whole in accordance with the terms and conditions determined by the Board in its sole discretion. The
Corporation and the administrative agent will maintain records showing the number of Awards granted to each Participant under
the Plan.
8.2

Tax Withholding

Notwithstanding any other provision of this Plan, all distributions, delivery of Shares or payments to a
Participant (or to the legal representative of the Participant) under this Plan shall be made net of any applicable withholdings,
including in respect of applicable withholding taxes required to be withheld at source and other source deductions, as the
Corporation determines. If the event giving rise to the withholding obligation involves an issuance or delivery of Shares, then, the
withholding may be satisfied in such manner as the Corporation determines, including (a) by the sale of a portion of such Shares
by the Corporation, the Corporation's transfer agent and registrar or any trustee appointed by the Corporation pursuant to Section
8.1, on behalf of and as agent for the Participant, as soon as permissible and practicable, with the proceeds of such sale being
used to satisfy any withholding and remittance obligations of the Corporation (and any remaining proceeds, following such
withholding and remittance, to be paid to the Participant), (b) by requiring the Participant, as a condition of receiving such Shares,
to pay to the Corporation or applicable Subsidiary an amount in cash sufficient to satisfy such withholding, or (c) any other
mechanism as may be required or determined by the Corporation as appropriate.
8.3

Clawback

Notwithstanding any other provisions in this Plan, any Award which is subject to recovery under any law,
government regulation or stock exchange listing requirement, will be subject to such deductions and clawback as may be required
to be made pursuant to such law, government regulation or stock exchange listing requirement (or any policy adopted by the
Corporation pursuant to any such law, government regulation or stock exchange listing requirement) or any policy adopted by the
Corporation. Without limiting the generality of the foregoing, the Board may provide in any case that outstanding Awards (whether
or not vested or exercisable) and the proceeds from the exercise or disposition of Awards or Shares acquired under Awards will
be subject to forfeiture and disgorgement to the Corporation, with interest and other related earnings, if the Participant to whom
the Award was granted violates (i) a non-competition, non- solicitation, confidentiality or other restrictive covenant by which he or
she is bound, or (ii) any policy adopted by the Corporation applicable to the Participant that provides for forfeiture or disgorgement
with respect to incentive compensation that includes Awards under the Plan. In addition, the Board may require forfeiture and
disgorgement to the Corporation of outstanding Awards and the proceeds from the exercise or disposition of Awards or Shares
acquired under Awards, with interest and other related earnings, to the extent required by law or applicable stock exchange listing
standards, including any related policy adopted by the Corporation. Each Participant, by accepting or being deemed to have
accepted an Award under the Plan, agrees to cooperate fully with the Board, and to cause any and all permitted transferees of the
Participant to cooperate fully with the Board, to effectuate any forfeiture or disgorgement required hereunder. Neither the Board
nor the Corporation nor any other person, other than the Participant and his or her permitted transferees, if any, will be responsible
for any adverse tax or other consequences to a Participant or his or her permitted transferees, if any, that may arise in connection
with this Section 8.3.
8.4
(a)

Securities Law Compliance
The Plan (including any amendments to it), the terms of the grant of any Award under the Plan, the grant of any Award,
the exercise of any Option, the delivery of any Shares upon exercise of any Option, or the Corporation's election to
deliver Shares in settlement of any Share Units or DSUs, shall be subject to all applicable federal, provincial, state and
foreign laws, rules and regulations, the rules and regulations of applicable Stock Exchanges and to such approvals by
any regulatory or governmental agency as may, as determined by the Corporation, be required. The Corporation shall
not be obliged by any provision of the Plan or the grant of any Award or exercise of any Option hereunder to issue, sell
or deliver Shares in violation of such laws, rules and regulations or any condition of such approvals.
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(b)

No Awards shall be granted, and no Shares shall be issued, sold or delivered hereunder, where such grant, issue, sale
or delivery would require registration of the Plan or of the Shares under the securities laws of any jurisdiction or the filing
of any prospectus for the qualification of same thereunder, and any purported grant of any Award or purported issue or
sale of Shares hereunder in violation of this provision shall be void.

(c)

The Corporation shall have no obligation to issue any Shares pursuant to this Plan unless upon official notice of issuance
such Shares shall have been duly listed with a Stock Exchange. Shares issued, sold or delivered to Participants under
the Plan may be subject to limitations on sale or resale under applicable securities laws.

(d)

If Shares cannot be issued to a Participant upon the exercise of an Option due to legal or regulatory restrictions, the
obligation of the Corporation to issue such Shares shall terminate and any funds paid to the Corporation in connection
with the exercise of such Option will be returned to the applicable Participant as soon as practicable.

(e)

With respect to Awards granted in the United States or to U.S. Persons (as defined under Regulation S under the U.S.
Securities Act) or at such time as the Corporation ceases to be a "foreign private issuer" (as defined under the U.S.
Securities Act), unless the Shares which may be issued upon the exercise or settlement of such Awards are registered
under the U.S. Securities Act, the Awards granted hereunder and any Shares that may be issuable upon the exercise or
settlement of such Awards will be considered "restricted securities" (as such term is defined in Rule 144(a)(3) under the
U.S. Securities Act). Accordingly, any such Awards or Shares issued prior to an effective registration statement filed with
the United States Securities and Exchange Commission (the "SEC") may not be transferred, sold, assigned, pledged,
hypothecated or otherwise disposed by the Participant, directly or indirectly, without registration under the U.S. Securities
Act and applicable state securities laws or unless in compliance with an available exemption therefrom. Certificate(s)
representing the Awards and any Shares issued upon the exercise of settlement of such Awards prior to an effective
registration statement filed with the SEC, and all certificate(s) issued in exchange therefor or in substitution thereof, will
be endorsed with the following or a similar legend until such time as it is no longer required under the applicable
requirements of the U.S. Securities Act:
"THE SECURITIES REPRESENTED HEREBY [for Awards add: AND ANY SECURITIES
ISSUABLE UPON EXERCISE HEREOF] HAVE NOT BEEN REGISTERED UNDER THE
UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE "U.S. SECURITIES
ACT"), OR UNDER ANY OTHER APPLICABLE SECURITIES LAWS OF ANY STATE OF
THE UNITED STATES AND MAY NOT BE TRANSFERRED, SOLD, ASSIGNED,
PLEDGED, HYPOTHECATED OR OTHERWISE DISPOSED EXCEPT (A) PURSUANT
TO A REGISTRATION STATEMENT EFFECTIVE UNDER THE U.S. SECURITIES ACT
AND APPLICABLE STATE SECURITIES LAWS, OR (B) PURSUANT TO AN
EXEMPTION FROM REGISTRATION THEREUNDER. HEDGING TRANSACTIONS
INVOLVING SUCH SECURITIES MAY NOT BE CONDUCTED UNLESS IN
COMPLIANCE WITH THE U.S. SECURITIES ACT."

8.5

Reorganization of the Corporation

The existence of any Awards shall not affect in any way the right or power of the Corporation or its shareholders
to make or authorize any adjustment, reclassification, recapitalization, reorganization or other change in the Corporation's capital
structure or its business, or any amalgamation, combination, merger or consolidation involving the Corporation or to create or issue
any bonds, debentures, shares or other securities of the Corporation or the rights and conditions attaching thereto or to affect the
dissolution or legal representative of the Corporation or any sale or transfer of all or any part of its assets or business, or any other
corporate act or proceeding, whether of a similar nature or otherwise.
8.6

Quotation of Shares

So long as the Shares are listed on one or more Stock Exchanges, the Corporation must apply to such Stock
Exchange or Stock Exchanges for the listing or quotation, as applicable, of the Shares underlying the Awards granted under the
Plan, however, the Corporation cannot guarantee that such Shares will be listed or quoted on any Stock Exchange.

E-28
8.7

Fractional Shares

If, upon the concurrent exercise of one or more Options by a Participant, the aggregate number of Shares that
the Participant would otherwise be entitled to receive includes a fractional Share, then the aggregate number of Shares to be
issued to the Participant upon such exercise shall be rounded down to the nearest lowest whole number of Shares, and no payment
or other adjustment will be made with respect to the fractional interest so disregarded.
8.8

Governing Laws

The Plan and all matters to which reference is made herein shall be governed by and interpreted in accordance
with the laws of the Province of Alberta and the laws of Canada applicable therein.
8.9

Severability

The invalidity or unenforceability of any provision of the Plan shall not affect the validity or enforceability of any
other provision and any invalid or unenforceable provision shall be severed from the Plan.
8.10

Code Section 409A

It is intended that any payments under the Plan to U.S. Taxpayers shall be exempt from or comply with Code
Section 409A, and all provisions of the Plan shall be construed and interpreted in a manner consistent with the requirements for
avoiding taxes and penalties under Code Section 409A. Solely to the extent that Awards of a U.S. Taxpayer are determined to be
subject to Code Section 409A, the following will apply with respect to the rights and benefits of U.S. Taxpayers under the Plan:
(a)

Except as permitted under Code Section 409A, any deferred compensation (within the meaning of Code Section 409A)
payable to or for the benefit of a U.S. Taxpayer may not be reduced by, or offset against, any amount owing by the U.S.
Taxpayer to the Corporation or any of its Affiliates.

(b)

If a U.S. Taxpayer becomes entitled to receive payment in respect of any DSUs, or any Share Units that are subject to
Code Section 409A, as a result of his or her Separation from Service and the U.S. Taxpayer is a "specified employee"
(within the meaning of Code Section 409A) at the time of his or her Separation from Service, and the Board makes a
good faith determination that (i) all or a portion of the Share Units or DSUs constitute "deferred compensation" (within
the meaning of Code Section 409A) and (ii) any such deferred compensation that would otherwise be payable during
the six-month period following such Separation from Service is required to be delayed pursuant to the six-month delay
rule set forth in Code Section 409A in order to avoid taxes or penalties under Code Section 409A, then payment of such
"deferred compensation" shall not be made to the U.S. Taxpayer before the date which is six months after the date of
his or her Separation from Service (and shall be paid in a single lump sum on the first day of the seventh month following
the date of such Separation from Service) or, if earlier, the U.S. Taxpayer's date of death.

(c)

A U.S. Taxpayer's status as a "specified employee" (within the meaning of Code Section 409A) shall be determined by
the Corporation as required by Code Section 409A on a basis consistent with Code Section 409A and such basis for
determination will be consistently applied to all plans, programs, contracts, agreements, etc. maintained by the
Corporation that are subject to Code Section 409A.

(d)

Although the Corporation intends that Share Units will be exempt from Code Section 409A or will comply with Code
Section 409A, and that DSUs will comply with Code Section 409A, the Corporation makes no assurances that the Share
Units will be exempt from Code Section 409A or will comply with it. Each U.S. Taxpayer, any beneficiary or the U.S.
Taxpayer's estate, as the case may be, is solely responsible and liable for the satisfaction of all taxes and penalties that
may be imposed on or for the account of such U.S. Taxpayer in connection with this Plan (including any taxes and
penalties under Code Section 409A), and neither the Corporation nor any Subsidiary shall have any obligation to
indemnify or otherwise hold such U.S. Taxpayer or beneficiary or the U.S. Taxpayer's estate harmless from any or all of
such taxes or penalties.

(e)

In the event that the Board determines that any amounts payable hereunder will be taxable to a Participant under Code
Section 409A prior to payment to such Participant of such amount, the Corporation may (i) adopt such amendments to
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the Plan and Share Units and appropriate policies and procedures, including amendments and policies with retroactive
effect, that the Board determines necessary or appropriate to preserve the intended tax treatment of the benefits provided
by the Plan and Share Units hereunder and/or (ii) take such other actions as the Board determines necessary or
appropriate to avoid or limit the imposition of an additional tax under Code Section 409A.
(f)

In the event the Corporation amends, suspends or terminates the Plan or Share Units as permitted under the Plan, such
amendment, suspension or termination will be undertaken in a manner that does not result in adverse tax consequences
under Code Section 409A.

EXHIBIT "A"
TO OMNIBUS SHARE INCENTIVE PLAN OF RUBELLITE ENERGY INC.
FORM OF OPTION AGREEMENT
This Option Agreement is entered into between Rubellite Energy Inc. (the "Corporation") and the Participant named
below, pursuant to the Corporation's Omnibus Share Incentive Plan (the "Plan"), a copy of which is attached hereto, and confirms
that on:
1.

______________________________ (the "Grant Date"),

2.

______________________________ (the "Participant")

3.
was granted ______________________________ options ("Options") to purchase common shares of the
Corporation (each, a "Share"), in accordance with the terms of the Plan, which Options will bear the following terms:
(a)

Exercise Price and Expiry. Subject to the vesting conditions specified below, the Options will be exercisable by the
Participant at a price of CAD$[•] per Share (the "Option Price") at any time prior to expiry on [•] (the "Expiration Date").

(b)

Vesting; Time of Exercise. Subject to the terms of the Plan, the Options shall vest and become exercisable as follows
so long as the Participant continues to remain employed from the Grant Date through the vesting date:
Number of Options

Vested On

If the aggregate number of Shares vesting in a tranche set forth above includes a fractional Share, aggregate number of Shares
will be rounded down to the nearest whole number of Shares. Notwithstanding anything to the contrary herein, the Options shall
expire on the Expiration Date set forth above and must be exercised, if at all, on or before the Expiration Date. Options are
denominated in Canadian dollars (CAD$).
4.
The Options shall be exercisable only by delivery to the Corporation of a duly completed and executed notice
in the form attached to this Option Agreement (the "Exercise Notice"), together with (i) payment of the Option Price for each Share
covered by the Exercise Notice, and (ii) payment of any withholding taxes as required in accordance with the terms of the Exercise
Notice. Any such payment to the Corporation shall be made by certified cheque or wire transfer in readily available funds.
5.
Subject to the terms of the Plan, the Options specified in an Exercise Notice shall be deemed to be exercised
upon receipt by the Corporation of such written Exercise Notice, together with the payment of all amounts required to be paid by
the Participant to the Corporation pursuant to paragraph 4 of this Option Agreement.
6.
To the extent the Participant is entitled to a Cashless Exercise Right in respect of all or any portion of the
Options granted pursuant to this Option Agreement, such Cashless Exercise Right shall be exercisable only by delivery to the
Corporation of a duly completed and executed Exercise Notice specifying the Participant's intention to surrender such Options to
the Corporation pursuant to such Cashless Exercise Right, together with payment of any withholding taxes as required by the
Corporation. Any such payment to the Corporation shall be made by certified cheque or wire transfer in readily available funds.
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7.
The Participant hereby represents and warrants (on the date of this Option Agreement and upon each exercise
or surrender of Options) that:
(a)

the Participant has not received any offering memorandum, or any other documents (other than annual financial
statements, interim financial statements or any other document the content of which is prescribed by statute or regulation,
other than an offering memorandum) describing the business and affairs of the Corporation that has been prepared for
delivery to, and review by, a prospective purchaser in order to assist it in making an investment decision in respect of
the Shares;

(b)

the Participant is acquiring the Shares without the requirement for the delivery of a prospectus or offering memorandum,
pursuant to an exemption under applicable securities legislation and, as a consequence, is restricted from relying upon
the civil remedies otherwise available under applicable securities legislation and may not receive information that would
otherwise be required to be provided to it;

(c)

the Participant has such knowledge and experience in financial and business matters that it is capable of evaluating the
merits and risks of an investment in the Corporation and does not desire to utilize a registrant in connection with
evaluating such merits and risks;

(d)

the Participant acknowledges that an investment in the Shares involves a high degree of risk, and represents that it
understands the economic risks of such investment and is able to bear the economic risks of this investment;

(e)

the Participant acknowledges that he or she is responsible for paying any applicable taxes and withholding taxes arising
from the exercise (or termination upon exercise of the Cashless Exercise Right) of any Options, as provided in Section
8.2 of the Plan;

(f)

this Option Agreement constitutes a legal, valid and binding obligation of the Participant, enforceable against him in
accordance with its terms; and

(g)

the execution and delivery of this Option Agreement and the performance of the obligations of the Participant hereunder
will not result in the creation or imposition of any lien, charge or encumbrance upon the Shares.

The Participant acknowledges that the Corporation is relying upon such representations and warranties in
granting the Options and issuing any Shares upon exercise thereof.
8.
The Participant acknowledges and represents that: (a) the Participant fully understands and agrees to be
bound by the terms and provisions of this Option Agreement and the Plan; (b) agrees and acknowledges that the Participant has
received a copy of the Plan and that the terms of the Plan form part of this Option Agreement, and (c) hereby accepts these Options
subject to all of the terms and provisions hereof and of the Plan. To the extent of any inconsistency between the terms of this
Option Agreement and those of the Plan, the terms of the Plan shall govern. The Participant has reviewed this Option Agreement
and the Plan, and has had an opportunity to obtain the advice of counsel prior to executing this Option Agreement.
9.
This Option Agreement and the terms of the Plan incorporated herein (with the Exercise Notice, if the Option
is exercised or surrendered to the Corporation pursuant to a Cashless Exercise Right) constitutes the entire agreement of the
Corporation and the Participant (collectively the "Parties") with respect to the Options and supersedes in its entirety all prior
undertakings and agreements of the Parties with respect to the subject matter hereof, and may not be modified adversely to the
Participant's interest except by means of a writing signed by the Parties. This Option Agreement and the terms of the Plan
incorporated herein are to be construed in accordance with and governed by the laws of the Province of Alberta. Should any
provision of this Option Agreement or the Plan be determined by a court of law to be illegal or unenforceable, such provision shall
be enforced to the fullest extent allowed by law and the other provisions shall nevertheless remain effective and shall remain
enforceable.
10.
In accordance with Section 8.4(e) of the Plan, if the Options and the underlying Shares are not registered under
the United States Securities Act of 1933, as amended (the "U.S. Securities Act"), or any state securities laws, the Options may
not be exercised in the "United States" or by "U.S. Persons" (each as defined in Rule 902 of Regulation S under the U.S. Securities
Act) unless an exemption from the registration requirements of the U.S. Securities Act is available. Any Shares issued to Option
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holders in the United States that have not been registered under the U.S. Securities Act will be deemed "restricted securities" (as
defined in Rule 144(a)(3) of the U.S. Securities Act) and bear a restrictive legend to such effect.
All capitalized terms used but not otherwise defined herein shall have the meaning ascribed to them in the Plan.
[Remainder of page left intentionally blank]
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IN WITNESS WHEREOF the Corporation and the Participant have executed this Option Agreement as of
________________________, 20___.
RUBELLITE ENERGY INC.
Per:

Authorized Signatory

EXECUTED by [•] in the presence of:

Signature
Print Name

[NAME OF PARTICIPANT]

Address
Occupation

Note to Plan Participants
This Agreement must be signed where indicated and returned to the Corporation within 30 days of receipt. Failure to acknowledge
acceptance of this grant will result in the cancellation of your Options.

EXHIBIT "B"
TO OMNIBUS SHARE INCENTIVE PLAN OF RUBELLITE ENERGY INC.
FORM OF OPTION EXERCISE NOTICE
TO:

RUBELLITE ENERGY INC.

This Exercise Notice is made in reference to stock options ("Options") granted under the Omnibus Share Incentive Plan (the
"Plan") of Rubellite Energy Inc. (the "Corporation").
The undersigned (the "Participant") holds options ("Options") under the Plan to purchase [•] common shares of the Corporation
(each, a "Share") at a price per Share of CAD$[•] (the "Option Price") pursuant to the terms and conditions set out in that certain
option agreement between the Participant and the Corporation dated [•] (the "Option Agreement"). The Participant confirms the
representations and warranties contained in the Option Agreement.
The Participant hereby:
irrevocably gives notice of the exercise of ___ Options held by the Participant pursuant to the Option
Agreement at the Option Price, for an aggregate exercise price of CAD$________ (the "Aggregate Option
Price"), on the terms specified in the Option Agreement and encloses herewith a certified cheque payable to
the Corporation or evidence of wire transfer to the Corporation in full satisfaction of the Aggregate Option
Price.
☐

The Participant acknowledges and agrees that: (i) in addition to the Aggregate Option Price, the Corporation
may require the Participant to also provide the Corporation with a certified cheque or evidence of wire transfer
equal to the amount of any applicable withholding taxes associated with the exercise of such Options, before
the Corporation will issue any Shares to the Participant in settlement of the Options; and (ii) the Corporation
shall have the sole discretion to determine the amount of any applicable withholding taxes associated with the
exercise of such Options, and shall inform the Participant of such amount as soon as reasonably practicable
upon receipt of this completed Exercise Notice.

- or –
irrevocably gives notice of the Participant's intention to surrender to the Corporation ___
Options held by the Participant pursuant to the Option Agreement in accordance with the
Cashless Exercise Right (as defined in the Plan) granted in respect of such Options, and agrees to receive,
in consideration for the surrender of such Options to the Corporation, that number of Shares equal to the
following:
((A – B) x C) - D
A
☐

where: A is the Market Value (as defined in the Plan) of a Share on determined as of the date this Exercise
Notice is received by the Corporation; B is the Option Price; C is the number of Options in respect of which
such Cashless Exercise Right is being exercised; and D is the amount of any applicable withholding taxes
associated with the exercise of such Options, as determined by the Corporation in its sole discretion.
For greater certainty, where a Participant elects to surrender Options to the Corporation pursuant to his/her
Cashless Exercise Right, the amount of any applicable withholding taxes determined pursuant to the above
formula will be deemed to have been paid in cash by the Corporation to the Participant as partial consideration
for the surrender and termination of the Options, which cash will be withheld by the Corporation and remitted
to the applicable taxation authorities as may be required.
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Registration:
The Shares issued pursuant to this Exercise Notice are to be registered in the name of the undersigned and are to be delivered,
as directed below:
Name:
Address:

Date

Name of Participant

Date

Signature of Participant

EXHIBIT "C"
TO OMNIBUS SHARE INCENTIVE PLAN OF RUBELLITE ENERGY INC.
FORM OF SHARE UNIT AGREEMENT
This Share Unit Agreement is entered into between Rubellite Energy Inc. (the "Corporation") and the Participant named below,
pursuant to the Corporation's Omnibus Share Incentive Plan (the "Plan"), a copy of which is attached hereto, and confirms that
on:
1.

______________________________ (the "Grant Date"),

2.

______________________________ (the "Participant")

3.
was granted ________________ Share Units ("Share Units"), in accordance with the terms of the Plan, which
Share Units will vest as follows so long as the Participant continues to remain employed from the Grant Date through the vesting
date:
Number of Share Units

Time Vesting Conditions

Performance Vesting Conditions

all on the terms and subject to the conditions set out in the Plan.
4.
Subject to the terms and conditions of the Plan, including provisions governing the vesting of Awards while the
Corporation is in a Blackout Period, the performance period for any performance- based Share Units granted hereunder
commences on the Grant Date and ends at the close of business on [•] (the "Performance Period"), while the restriction period
for any time-based Share Units granted hereunder commences on the Grant Date and ends at the close of business on [•] (the
"Restriction Period"). Subject to the terms and conditions of the Plan, Shares Units will be redeemed and settled fifteen days after
the applicable Vesting Date, all in accordance with the terms of the Plan.
5.

By signing this Share Unit Agreement, the Participant:

(a)

acknowledges that he or she has read and understands the Plan and agrees with the terms and conditions thereof, which
terms and conditions shall be deemed to be incorporated into and form part of this Share Unit Agreement (subject to any
specific variations contained in this Share Unit Agreement);

(b)

acknowledges that, subject to the vesting and other conditions and provisions in this Share Unit Agreement, each Share
Unit awarded to the Participant shall entitle the Participant to receive on settlement an aggregate cash payment equal to
Market Value of a Share or, at the election of the Corporation and in its sole discretion, one Share of the Corporation.
For greater certainty, no Participant shall have any right to demand to be paid in, or receive, Shares in respect of any
Share Unit, and, notwithstanding any discretion exercised by the Corporation to settle any Share Unit, or portion thereof,
in the form of Shares, the Corporation reserves the right to change such form of payment at any time until payment is
actually made;

(c)

acknowledges that he or she is responsible for paying any applicable taxes and withholding taxes arising from the vesting
and redemption of any Share Unit, as determined by the Corporation in its sole discretion;

(d)

agrees that a Share Unit does not carry any voting rights;
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(e)

acknowledges that the value of the Share Units granted herein is denominated in Canadian dollars (CAD$), and such
value is not guaranteed; and

(f)

recognizes that, at the sole discretion of the Corporation, the Plan can be administered by a designee of the
Corporation by virtue of Section 2.2 of the Plan and any communication from or to the designee shall be
deemed to be from or to the Corporation.

6.
The Participant acknowledges and represents that: (a) the Participant fully understands and agrees to be
bound by the terms and provisions of this Share Unit Agreement and the Plan; (b) agrees and acknowledges that the Participant
has received a copy of the Plan and that the terms of the Plan form part of this Share Unit Agreement, and (c) hereby accepts
these Share Units subject to all of the terms and provisions hereof and of the Plan. To the extent of any inconsistency between the
terms of this Share Unit Agreement and those of the Plan, the terms of the Plan shall govern. The Participant has reviewed this
Share Unit Agreement and the Plan, and has had an opportunity to obtain the advice of counsel prior to executing this Share Unit
Agreement.
7.
This Share Unit Agreement and the terms of the Plan incorporated herein constitutes the entire agreement of
the Corporation and the Participant (collectively the "Parties") with respect to the Share Units and supersedes in its entirety all
prior undertakings and agreements of the Parties with respect to the subject matter hereof, and may not be modified adversely to
the Participant's interest except by means of a writing signed by the Parties. This Share Unit Agreement and the terms of the Plan
incorporated herein are to be construed in accordance with and governed by the laws of the Province of Alberta. Should any
provision of this Share Unit Agreement or the Plan be determined by a court of law to be illegal or unenforceable, such provision
shall be enforced to the fullest extent allowed by law and the other provisions shall nevertheless remain effective and shall remain
enforceable.
8.
In accordance with Section 8.4(e) of the Plan, unless the Shares that may be issued upon the settlement of
vested Share Units granted pursuant to this Share Unit Agreement are registered under the United States Securities Act of 1933,
as amended (the "U.S. Securities Act"), and any applicable state securities laws, such Shares may not be issued in the "United
States" or to "U.S. Persons" (each as defined in Rule 902 of Regulation S under the U.S. Securities Act) unless an exemption from
the registration requirements of the U.S. Securities Act is available. Any Shares issued to a Participant in the United States that
have not been registered under the U.S. Securities Act will be deemed "restricted securities" (as defined in Rule 144(a)(3) of the
U.S. Securities Act) and bear a restrictive legend to such effect.
All capitalized terms used but not otherwise defined herein shall have the meaning ascribed to them in the Plan.
[Remainder of page left intentionally blank]
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IN WITNESS WHEREOF the Corporation and the Participant have executed this Share Unit Agreement as of
________________, 20____.
RUBELLITE ENERGY INC.
Per:

Authorized Signatory

EXECUTED by [•] in the presence of:

Signature
Print Name

[NAME OF PARTICIPANT]

Address
Occupation

Note to Plan Participants
This Agreement must be signed where indicated and returned to the Corporation within 30 days of receipt. Failure to acknowledge
acceptance of this grant will result in the cancellation of your Share Units.

EXHIBIT "D"
TO OMNIBUS SHARE INCENTIVE PLAN OF RUBELLITE ENERGY INC.
FORM OF DSU AGREEMENT
This DSU Agreement is entered into between Rubellite Energy Inc. (the "Corporation") and the Participant named below, pursuant
to the Corporation's Omnibus Share Incentive Plan (the "Plan"), a copy of which is attached hereto, and confirms that on:

1.

______________________________ (the "Grant Date"),

2.

______________________________ (the "Participant")

3.
Plan.

was granted ________________ deferred share units ("DSUs"), in accordance with the terms of the

4.
The DSUs
________________________.

subject

to

this

DSU

Agreement

will

become

vested

as

follows:

5.
Subject to the terms of the Plan, the settlement of the DSUs, in cash (or, at the election of the
Corporation, in Shares or a combination of cash and Shares), shall be payable to you, net of any applicable withholding
taxes in accordance with the Plan, not later than December 15 of the first (1st) calendar year commencing immediately
after the Termination Date, provided that if you are a U.S. Taxpayer, the settlement will be on the first Business Day
following the Participant's Separation from Service, subject to the delay that may be required under Section 8.10(b) of
the Plan. If the Participant is both a U.S. Taxpayer and a Canadian Participant, the settlement of the DSUs will be
subject to the provisions of Section 5.5(a) of the Plan.
6.

By signing this agreement, the Participant:

(a)

acknowledges that he or she has read and understands the Plan and agrees with the terms and conditions thereof, which
terms and conditions shall be deemed to be incorporated into and form part of this DSU Agreement (subject to any
specific variations contained in this DSU Agreement);

(b)

acknowledges that he or she is responsible for paying any applicable taxes and withholding taxes arising from the vesting
and redemption of any DSU, as determined by the Corporation in its sole discretion;

(c)

agrees that a DSU does not carry any voting rights;

(d)

acknowledges that the value of the DSUs granted herein is denominated in Canadian dollars (CAD$), and such value is
not guaranteed; and

(e)

recognizes that, at the sole discretion of the Corporation, the Plan can be administered by a designee of the Corporation
by virtue of Section 2.2 of the Plan and any communication from or to the designee shall be deemed to be from

or to the Corporation.

7.
The Participant acknowledges and represents that: (a) the Participant fully understands and agrees
to be bound by the terms and provisions of this DSU Agreement and the Plan; (b) agrees and acknowledges that the
Participant has received a copy of the Plan and that the terms of the Plan form part of this DSU Agreement, and (c)
hereby accepts these DSUs subject to all of the terms and provisions hereof and of the Plan. To the extent of any
inconsistency between the terms of this DSU Agreement and those of the Plan, the terms of the Plan shall govern. The
Participant has reviewed this DSU Agreement and the Plan, and has had an opportunity to obtain the advice of counsel
prior to executing this DSU Agreement.
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8.
This DSU Agreement and the terms of the Plan incorporated herein constitutes the entire agreement
of the Corporation and the Participant (collectively the "Parties") with respect to the DSUs and supersedes in its entirety
all prior undertakings and agreements of the Parties with respect to the subject matter hereof, and may not be modified
adversely to the Participant's interest except by means of a writing signed by the Parties. This DSU Agreement and
the terms of the Plan incorporated herein are to be construed in accordance with and governed by the laws of the
Province of Alberta. Should any provision of this DSU Agreement or the Plan be determined by a court of law to be
illegal or unenforceable, such provision shall be enforced to the fullest extent allowed by law and the other provisions
shall nevertheless remain effective and shall remain enforceable.
9.
In accordance with Section 8.4(e) of the Plan, unless the Shares that may be issued upon the
settlement of the DSU are registered under the United States Securities Act of 1933, as amended (the "U.S. Securities
Act"), and any applicable state securities laws, such Shares may not be issued in the "United States" or to "U.S.
Persons" (each as defined in Rule 902 of Regulation S under the U.S. Securities Act) unless an exemption from the
registration requirements of the U.S. Securities Act is available. Any Shares issued to a Participant in the United States
that have not been registered under the U.S. Securities Act will be deemed "restricted securities" (as defined in Rule
144(a)(3) of the U.S. Securities Act) and bear a restrictive legend to such effect.
All capitalized terms used but not otherwise defined herein shall have the meaning ascribed to them in the Plan.
[Remainder of page left intentionally blank]
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IN WITNESS WHEREOF the Corporation and the Participant have executed this DSU Agreement as of
____________________, 20____.
RUBELLITE ENERGY INC.
Per:

Authorized Signatory

EXECUTED by [•] in the presence of:

Signature
Print Name

[NAME OF PARTICIPANT]

Address
Occupation

Note to Plan Participants
This Agreement must be signed where indicated and returned to the Corporation within 30 days of receipt. Failure to acknowledge
acceptance of this grant will result in the cancellation of your DSUs.

EXHIBIT "E"
TO OMNIBUS SHARE INCENTIVE PLAN OF RUBELLITE ENERGY INC.
ELECTION NOTICE
All capitalized terms used herein but not otherwise defined shall have the meanings ascribed to them in the Plan.
Pursuant to the Plan, I hereby elect to participate in the grant of DSUs pursuant to Article 5 of the Plan and to receive
___________% of my Cash Fees in the form of DSUs in lieu of cash.
I confirm that:
(a)

I have received and reviewed a copy of the terms of the Plan and agreed to be bound by them.

(b)

I recognize that when DSUs credited pursuant to this election are redeemed in accordance with the terms of the Plan,
income tax and other withholdings as required will arise at that time. Upon redemption of the DSUs, the Corporation will
make all appropriate withholdings as required by law at that time.

(c)

I understand that I will not be able to cause the Corporation to redeem DSUs granted under the Plan until I am no longer
a Director of the Corporation.

(d)

The value of DSUs is based on the value of the Shares of the Corporation and therefore is not guaranteed.

(e)

I understand that this election is irrevocable for the calendar year to which it applies and that any revocation or

termination of this election will not take effect until the first day of the calendar year following the year in which
I file the revocation or termination notice with the Corporation.

The foregoing is only a brief outline of certain key provisions of the Plan. For more complete information, reference should be made
to the Plan's text.

Date

(Name of Participant)
(Signature of Participant)

EXHIBIT "F"
TO OMNIBUS SHARE INCENTIVE PLAN OF RUBELLITE ENERGY INC.
ELECTION TO TERMINATE RECEIPT OF ADDITIONAL DSUS
All capitalized terms used herein but not otherwise defined shall have the meanings ascribed to them in the Plan.
Notwithstanding my previous election in the form of Exhibit "E" to the Plan, I hereby elect that no portion of the Cash Fees accrued
after the effective date of this termination notice shall be paid in DSUs in accordance with Article 5 of the Plan.
I understand that this election to terminate receipt of additional DSUs will not take effect until the first day of the calendar year
following the year in which I file this termination notice with the Corporation.
I understand that the DSUs already granted under the Plan cannot be redeemed except in accordance with the Plan.
I confirm that I have received and reviewed a copy of the terms of the Plan and agree to be bound by them.

Date

(Name of Participant)
(Signature of Participant)

Note: An election to terminate receipt of additional DSUs can only be made by a Participant once in a calendar year.

APPENDIX F
SECTION 191 OF THE BUSINESS CORPORATIONS ACT (ALBERTA)
191(1) Subject to Sections 192 and 242, a holder of shares of any class of a corporation may dissent if the corporation resolves to
(a)

amend its articles under Section 173 or 174 to add, change or remove any provisions restricting or constraining
the issue or transfer of shares of that class,

(b)

amend its articles under section 173 to add, change or remove any restrictions on the business or businesses
that the corporation may carry on,

(b.1)

amend its articles under section 173 to add or remove an express statement establishing the unlimited liability
of shareholders as set out in section 15.2(1),

(c)

amalgamate with another corporation, otherwise than under Section 184 or 187,

(d)

be continued under the laws of another jurisdiction under Section 189, or

(e)

sell, lease or exchange all or substantially all its property under Section 190.

(2)
A holder of shares of any class or series of shares entitled to vote under Section 176, other than Section 176(1)(a), may
dissent if the corporation resolves to amend its articles in a manner described in that section.
(3)
In addition to any other right the shareholder may have, but subject to subsection (20), a shareholder entitled to dissent
under this section and who complies with this section is entitled to be paid by the corporation the fair value of the shares held by
the shareholder in respect of which the shareholder dissents, determined as of the close of business on the last business day
before the day on which the resolution from which he dissents was adopted.
(4)
A dissenting shareholder may only claim under this section with respect to all the shares of a class held by the
shareholder or on behalf of any one beneficial owner and registered in the name of the dissenting shareholder.
(5)
(2)

A dissenting shareholder shall send to the corporation a written objection to a resolution referred to in subsection (1) and
(a)

at or before any meeting of shareholders at which the resolution is to be voted on, or

(b)

if the corporation did not send notice to the shareholder of the purpose of the meeting or of the shareholder's
right to dissent, within a reasonable time after he learns that the resolution was adopted and of the
shareholder's right to dissent.

(6)
An application may be made to the Court by originating notice after the adoption of a resolution referred to in subsection
(1) or (2),
(a)

by the corporation, or

(b)

by a shareholder if the shareholder has sent an objection to the corporation under subsection (5), to fix the fair
value in accordance with subsection (3) of the shares of a shareholder who dissents under this section, or to
fix the time at which a shareholder or an unlimited liability corporation who dissents under this section ceases
to become liable for any new liability, act or default of the unlimited liability corporation.

(7)
If an application is made under subsection (6), the corporation shall, unless the Court otherwise orders, send to each
dissenting shareholder a written offer to pay the shareholder an amount considered by the directors to be the fair value of the
shares.
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(8)

(9)

Unless the Court otherwise orders, an offer referred to in subsection (7) shall be sent to each dissenting shareholder
(a)

at least 10 days before the date on which the application is returnable, if the corporation is the applicant, or

(b)

within 10 days after the corporation is served with a copy of the originating notice, if a shareholder is the
applicant.

Every offer made under subsection (7) shall
(a)

be made on the same terms, and

(b)

contain or be accompanied by a statement showing how the fair value was determined.

(10)
A dissenting shareholder may make an agreement with the corporation for the purchase of the shareholder's shares by
the corporation, in the amount of the corporation's offer under subsection (7) or otherwise, at any time before the Court pronounces
an order fixing the fair value of the shares.
(11)

(12)

(13)

(14)

A dissenting shareholder
(a)

is not required to give security for costs in respect of an application under subsection (6), and

(b)

except in special circumstances shall not be required to pay the costs of the application or appraisal.

In connection with an application under subsection (6), the Court may give directions for
(a)

joining as parties all dissenting shareholders whose shares have not been purchased by the corporation and
for the representation of dissenting shareholders who, in the opinion of the Court, are in need of representation,

(b)

the trial of issues and interlocutory matters, including pleadings and examinations for discovery,

(c)

the payment to the shareholder of all or part of the sum offered by the corporation for the shares,

(d)

the deposit of the share certificates with the Court or with the corporation or its transfer agent,

(e)

the appointment and payment of independent appraisers, and the procedures to be followed by them,

(f)

the service of documents, and

(g)

the burden of proof on the parties.

On an application under subsection (6), the Court shall make an order
(a)

fixing the fair value of the shares in accordance with subsection (3) of all Dissenting shareholders who are
parties to the application,

(b)

giving judgment in that amount against the corporation and in favour of each of those dissenting shareholders,

(c)

fixing the time within which the corporation must pay that amount to a shareholders, and

(d)

fixing the time at which a dissenting shareholder of an unlimited liability corporation ceases to become liable
for any new liability, act or default of the unlimited liability corporation.

On
(a)

the action approved by the resolution from which the shareholder dissents becoming effective,
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(b)

the making of an agreement under subsection (10) between the corporation and the dissenting shareholder as
to the payment to be made by the corporation for the shareholder's shares, whether by the acceptance of the
corporation's offer under subsection (7) or otherwise, or

(c)

the pronouncement of an order under subsection (13),

whichever first occurs, the shareholder ceases to have any rights as a shareholder other than the right to be paid the fair
value of the shareholder's shares in the amount agreed to between the corporation and the shareholder or in the amount
of the judgment, as the case may be.
(15)

Subsection (14)(a) does not apply to a shareholder referred to in subsection (5)(b).

(16)

Until one of the events mentioned in subsection (14) occurs,
(a)

the shareholder may withdraw the shareholder's dissent, or

(b)

the corporation may rescind the resolution,

and in either event proceedings under this section shall be discontinued.
(17)
The Court may in its discretion allow a reasonable rate of interest on the amount payable to each dissenting shareholder,
from the date on which the shareholder ceases to have any rights as a shareholder by reason of subsection (14) until the date of
payment.
(18)

If subsection (20) applies, the corporation shall, within 10 days after
(a)

the pronouncement of an order under subsection (13), or

(b)

the making of an agreement between the shareholder and the corporation as to the payment to be made for
the shareholder's shares,

notify each dissenting shareholder that it is unable lawfully to pay dissenting shareholders for their shares.
(19)
Notwithstanding that a judgment has been given in favour of a dissenting shareholder under subsection (13)(b), if
subsection (20) applies, the dissenting shareholder, by written notice delivered to the corporation within 30 days after receiving the
notice under subsection (18), may withdraw the shareholder's notice of objection, in which case the corporation is deemed to
consent to the withdrawal and the shareholder is reinstated to the shareholder's full rights as a shareholder, failing which the
shareholder retains a status as a claimant against the corporation, to be paid as soon as the corporation is lawfully able to do so
or, in a liquidation, to be ranked subordinate to the rights of creditors of the corporations but in priority to its shareholders.
(20)
A corporation shall not make a payment to a dissenting shareholder under this section if there are reasonable grounds
for believing that
(a)

the corporation is or would after the payment be unable to pay its liabilities as they become due, or

(b)

the realizable value of the corporation's assets would thereby be less than the aggregate of its liabilities.

