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AMENDED AND RESTATED
MANAGEMENT DISCUSSION & ANALYSISOF FINANCIAL CONDITION AND RESULTSOF
OPERATIONS FOR THE FISCAL YEAR ENDED OCTOBER 31, 2014

INTRODUCTION

This amended and restated Management’'s discussidramalysis (this “MD&A”) should be read in
conjunction with the restated audited consolidditeahcial statements of BRS Resources Ltd. (“BRS” o
the “Company”) and notes thereto for the fiscalryeaded October 31, 2014. The information in this
amended and restated MD&A continues to be as ofuagp 27, 2014. All dollar amounts set out herein
are expressed in Canadian dollars. Additional médron and filings are available for review on the
Company’s SEDAR profile at www.sedar.com.

In connection with the preparation of the Compamisual financial statements for the fiscal yeafeen
October 31, 2015, management of the Company deatethihat the Company needed to restate its annual
consolidated financial statements for the fiscargeended October 31, 2014 and 2013 and its interim
consolidated financial statements for the interieniqguds ended July 31, 2015 and 2014 to change the
presentation of its interest in its operating partrAleAnna Energy LLC (“AleAnna”). The Company
previously reported its investment in AleAnna bynsalidating its pro-rata share of assets, liabaiti
income and expenses in its consolidated finandialesients of the Company on a proportional
consolidation basis. The Company has now deterntimgdits investment in AleAnna should have been
reported on an equity investee basis. The netteffiethe restatement is a difference in presemtatio
reflect the equity investee method. In connectidth ihe foregoing, the Company re-filed its audited
annual financial statements for the year endedl§&ctd1, 2014. The re-filed financial statementstar
fiscal year ended October 31, 2014 include notelalisire that detail the effect of the restatementhe
periods indicated. The historical information iilstMD&A has been restated on that basis.

As a result of the identification of the restatemehe Company was unable to file its audited ahnua
financial statements for the year ended Octobe315, and the related MD&A and certifications hg t
applicable regulatory deadline. As a result, thigéidbr Columbia Securities Commission and the Albert
Securities Commission issued cease trade ordeesingdhat all trading in the securities of the Qamy
cease until the Company files the required recamndsthe cease trade orders are revoked. In additsoa
result of the cease trade orders, trading in thegamy’s common shares was halted by the TSX Venture
Exchange.

Additional information relating to the Company is#dable on SEDAR at www.sedar.com.
FORWARD-LOOKING STATEMENTS

Certain statements in this MD&A are forward-lookistgtements. Forward-looking statements consist of
statements that are not purely historical, inclgdiny statements regarding beliefs, plans, expectabr
intentions regarding the future. Often, but natals, forward looking statements can be identifigd
the use of words such as “plans”, “expects”, “butidgscheduled”, “estimates”, “forecasts”, “interigs
“anticipates”, or “believes” or variations (includj negative and grammatical variations) of suchdaor
and phrases or statements that certain actionsitsewe results “may”, “could”, “would”, “should”,
“might” or “will” be taken, occur or be achieveduéh forward-looking statements involve known and
unknown risks, uncertainties and other factors, ciwvhimay cause the Company’s actual results,
performance or achievements, or industry resutisha materially different from any future results,
performance or achievements expressed or impliedulsir forward-looking statements. No assurance
can be given that any of the events anticipatetheyorward-looking statements will occur or, iethdo
occur, what benefits the Company will obtain fronemh. These forward-looking statements reflect
management’s current views, and are based on reatsumptions, and speak only as of October 31,
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2014. These assumptions, which include, managemeuttent expectations, estimates and assumptions
about certain projects and the markets the Compmgueyates in, the global economic environment,
interest rates, exchange rates and the Companility db manage its assets and operating costs, may
prove to be incorrect. A number of risks and utaieties could cause its actual results to differ
materially from those expressed or implied by thevhrd looking statements, including, but not lixit

to: (1) risks inherent in petroleum and natural gagloration and development including environmenta
hazards, industrial accidents, or unusual or uneepdegeological formations; (2) a decrease in thekat
price of oil and/or gas; (3) a decrease in the dwhiar oil and gas and oil and gas related procld)s
discrepancies between actual and estimated resangegsks associated with the estimation of resserv
(5) the possibility that future exploration, dev@ieent or exploration results will not be consistetth

the Company’s expectations; (6) the inherent ungest of future production and cost estimates;tkig)
potential for unexpected costs and expenses anmjebao the cost of commencing production and the
time when production commences, and actual ongoasgs; (8) the potential for, and effects of, labor
disputes or other unanticipated difficulties witbr, shortages of, labor; (9) unforeseen or changed
regulatory restrictions, requirements and limitasipincluding environmental regulatory restricticar
liability and permitting restrictions; (10) the li@mie to obtain governmental approvals and fulfil
contractual commitments, and the need to obtain oremmended licenses and permits; (11) changes in
laws or policies, delays in, or the inability totain, necessary governmental permits; (12) the murab
competitors; (13) political and economic conditionsoil and gas producing and consuming countries;
(14) failure to obtain additional capital at all on commercially reasonable terms; (15) other facto
beyond the Company’s control; and (16) those fadti@scribed in the section entitled “Risk Factard a
Uncertainties” in this MD&A.

Undue reliance should not be placed on forwardiluplstatements because they involve known and
unknown risks, uncertainties and other factors #natin many cases beyond the Company’s control. By
their nature, forward-looking statements involgksi and uncertainties because they relate to ewedts
depend on circumstances that may or may not occtmea future. Forward-looking statements are not
guarantees of future performance and the Compatgisal results of operations, financial conditiowl a
liquidity, and the development of the industry ihigh it operates, may differ materially from statants
made in or incorporated by reference in this MD&Ahe Company undertakes no obligation to update
forward-looking statements if management’s belieéstimates and opinions or the Company’'s
circumstances as at the date hereof should change Company disclaims any intention or obligation
update or revise any forward-looking statementstivr; as a result of new information, future esent
otherwise.

BUSINESS OF THE COMPANY

BRS is incorporated under the laws of British Cdhenand its principal business activity is the
acquisition and exploration of oil and gas intesé@stltaly. The Company has a wholly owned sulasidi

in Texas, Bonanza Resources (Texas) Inc., whicbshall of the Company’s oil and gas assets. The
Company is presently listed on the TSX Venture Exde (the “Exchange”) under the symbol “BRS”.
The Company’s business and executive office istémtat Suite 1250 — 5910 N. Central Expressway,
Dallas, Texas 75206. The registered and recorfiisesfare located at Suite 900 - 885 West Georgia
Street, Vancouver, BC V6C 3H1.

OVERALL PERFORMANCE

Operations

The Company is an international oil and gas expilmmacompany targeting the European upstream
energy business, with a primary focus on naturalegdraction in Italy. Through its membership iatt
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in AleAnna Energy LLC (“AleAnna Energy”), BRS holds approximately 17% interest in AleAnna

Resources LLC (“AleAnna Resources”), a company thas assembled a land position currently
encompassing more than 800,000 acres (3,250 sqinkthg Po Valley and Bradano basins in on-shore
Italy.

The opportunity to explore and exploit oil and g@gportunities in Italy is subject to many federatla
regional approvals. As a result of both the fedgoaernment and regional influence on the permtti
process, very few wells have been drilled and ages over the past five years.

In light of the political turmoil confronting theufopean Union, a number of positive developmergs ar
emerging from Italy for the upstream energy seciidre Italian government appears to view the upstre
energy business as one of its best avenues facttiy new investment capital into Italy, which nisya
pivotal source for job creation, industrial growdimd improved energy security.

AleAnna Resources holds nine “Exploration Permisd four “Applications for Exploration Permits”
that have been approved by the ltalian MinistryEabnomic Development (General Directorate for
Energy and Mining Resources, National Mining Offitr Hydrocarbons and Geothermics) (the
“Ministry”). Nine of the exploration permit applitans, totalling 670,396 acres, are located in Floe
Valley in northern Italy, and four exploration petrapplications, totalling 132,483 acres, are ledain
the Bradano Basin in southern Italy.

To date AleAnna Resources has acquired more th@9@@&cres (350 sqg. km) of 3-D geophysical data,
making it Italy’s largest owner of on-shore 3-D ghgsical data in Italy. Part of AleAnna Resources’
operating strategy is the use of high-resolutio® 3eismic technologies to image subsurface
hydrocarbons to more efficiently high-grade prospe@dile reducing environmental impact and risk.

Corte Dei Signori Permit

The Corte Dei Signori permit area is located intsaastern Po Valley, and is on trend with a nunaber
large natural gas fields. In 2009, AleAnna Resasircempleted a 32,864 acre (133 sg. km) 3-D
geophysical survey in the Corte Dei Signori peranéda and has reprocessed the data several tinmgg usi
the latest in geophysical processing applications.

In 2013, AleAnna Resources executed a participagigreement with Andiamo Resources, LLC on a
3,953-acre (16 kA area of mutual interest (AMI) within the Cortei @&&gnori permit where the Trava-2
well will be drilled. As part of the agreement, Aaho paid cash consideration and will pay 100%hef t
costs to drill the Trava-2 well to casing pointatien. In return Andiamo will earn a 50% interestthe

AMI portion of the Corte dei Signori permit. AleAarResources and Andiamo technical teams have
selected the surface location for the well, thedsothole well coordinates, and the wellbore-drdliplan.
AleAnna Resources will select a drilling contractord various sub-contractors in the coming months.
AleAnna Resources will commence drilling the Tr&vavhen the Italian government processes and
approves AleAnna Resources' drilling permit appiica

In 2014, AleAnna Resources filed for a three-yestemsion on the Corte dei Signori permit after
completing its initial work program, which includelde 3-D geophysical survey and the drilling of the
Gallare-6 well. In addition to the extension, AlernResources has applied for a drilling permititor
Trava-2 exploration well.

La Prospera Permit and Gradizza-1 Exploration Well

The La Prospera exploration permit area is locatathwest of Corte dei Signori in the Ferrara pnoei
north of Bologna. Through a farm-in agreement weih Valley Energy (“PVE"), AleAnna Resources
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holds a 10% interest in the La Prospera permitRwME's Gradizza-1 exploration well, which was ddlle
tested, and completed in the fall of 2013. The @md1 well encountered 33 feet (10 m) of gas-lnegari
sand. The well tested natural gas at a stabiliagel of approximately 700,000 cubic feet per dayhwi
500-psi flowing tubing pressure on a Y%-inch chokie. formation water, pressure decline, or gas
impurities were recovered during testing, and th#dm-hole pressure measured approximately 1,200

psi.

The well is currently shut-in, waiting on the inkton of surface facilities, pipeline hookup, and
regulatory approvals. PVE applied for a productpammit in early 2014 and will begin producing the
well upon approval of its PVE's production perngpkcation.

AleAnna Resources and its joint-venture partnerghan La Prospera permit have also applied for the
Zanza exploration permit, a relatively small trabutting La Prospera’s southern border just soiutheo
Graddizza-1 well and adjacent to and east of Al@AResources’ Ponte del Diavolo permit. It is pdssib
that the geological structure penetrated by thali@za-1 well may extend onto the Zanza area.

Ponte Del Diavalo Permit

The Ponte Del Diavolo permit area, located northwéCorte dei Signori and adjacent to La Prospera
and Zanza, covers an area of over 49,000 acress@0km). The Ponte Del Diavolo permit is on trend
with several large, producing gas fields, makingnitattractive area to explore for hydrocarbon20h1,

the Company commissioned a 35,000 acre (140 sqg.high}resolution 3-D geophysical survey of the

permit area, which further defined existing hydirbcm traps in the Plio-Pleistocene and deeper sands

An ancillary benefit of participating in PVE's Giazha-1 well is that the well serves as a stratipyaest-

well for AleAnna Resources’ look-alike prospectsdted a few miles southwest of the well. Using data
gleaned from Gradizza-1, AleAnna Resources can raocerately interpret and target similar-looking
pay horizons in its 100%-owned prospects. AleAneadrrrces has surveyed each of its prospects using
3-D seismic technology, greatly enhancing the Camjsaability to image geological structures and
anomalies. These prospects, as well as the Gratlizzeall, are on trend with several nearby producing
natural gas fields, including the Sabbioncello dnesigallo fields, which have produced more than 90
billion cubic feet (Bcf) and 68 Bcf of natural gasspectively, to date.

In 2013, AleAnna Resources submitted a drillingnmieapplication for its Tombellina prospect, loahte
approximately 3.5 miles (5.6 km) southwest of thadizza-1 discovery well. As with the Trava-2 well,
AleAnna Resources will commence drilling the waidba approval of its drilling permit application.

Ponte Dei Grilli Permit

The 63,864 acre (258 sq. km) Ponte dei Grille peisrone of AleAnna Resources most promising areas
for the discovery of substantial natural gas resenin 2012, AleAnna Resources acquired more than
18,000 acres (74 sp. km) of high-resolution 3-Bsméd data from the permit area. Although there has
been no production on the Ponte dei Grille permihumber of large natural gas fields surround it.

Northeast of Ponte dei Grilli are the Cotignola &ah Potito gas fields, which have produced 52aBcf

46 Bcf of natural gas, respectively.

AleAnna Resources has identified several largeaggodl anomalies, including the Armonia prospect,
and at least four others in the western portiorthef permit where the 3-D seismic was acquired and
interpretation is continuing. AleAnna Resources filad a drilling application for its Armonia prospt.
The application includes a detailed environmentgbact report as well as engineering and geological
data. Due to strong, positive indicators from tiretfPonte dei Grille geophysical survey, AleAnna
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Resources is applying for a second 3-D geophysiaakey on the southeast section of the Ponte diii Gr
permit, also on trend with the prospects and fieddstioned above.

Other Po Valley Permits and Permit Applications

Belgioioso, Fantozza, Bugia, and Molino are AleAfResources’ four additional approved permit areas
in the Po Valley. All four permits—Fantozza and Bugn the central Po Valley and Belgioioso and

Molino in the western end of the Po Valley—are mnd with large gas fields. AleAnna Resources has
submitted an application for 3-D geophysical susvey Fantozza and has recently received approwal fo
the Belgioioso survey. AleAnna Resources is algpg@rng an application for a 3-D geophysical survey
on Bugia.

Le Saline and Tre Ponti are two additional areasre/iAleAnna Resources has applied for exploration
permits. Both areas are large tracts in the eagterWalley that appear to have significant poténkiat
do not factor into AleAnna Resources' near-termpldue to environmental restrictions.

Bradano Basin

In southern Italy’s Bradano Basin, AleAnna Resosrbelds one exploration permit (Torrente Acqua
Fredda) and has applied for an additional explongpermit (Palazzo San Gervasio). Both areas dtesin
Basilicata region, home to several of the largdstliscoveries on-shore western Europe, includimg t
Tempa Rossa field, which has the production paétdireach 50,000 barrels of oil per day. The 06,3
acre (66 sp. km) Torrente Acqua Fredda permit isosaded by a number of existing oil and gas fields
The much larger 116,100-acre (470%rRalazzo San Gervasio permit application is alsdrend with
several oil and gas fields. To date, AleAnna Resgaihas done preliminary geological and geophysical
studies on the area, but has yet to commit sigmificesources to these holdings.

Other Corporate Activities

On March 31, 2014, the Company obtained a loan feofund managed by Carlson Capital, L.P.
(“Carlson”). Carlson loaned the Company CDN$2,126,8the “2014 Notes”). In 2013, Carlson
previously purchased, through one fund, $1,000,00@onvertible notes (the “2013 Notes”). The
proceeds of the 2014 Notes were used to retirgtineipal and accrued interest of the 2013 Noteb an
the balance will be used for general corporate gaep and funding of capital calls from AleAnna
Energy, which will allow BRS to continue its expion activities in Italy.

The 2014 Notes bear interest at 13% per annum, conged monthly, payable on maturity, which is
March 31, 2015. All obligations under the Loan epavertible, at the option of the lender, into coonm
shares of the Company at a conversion price of6hed common share. The 2014 Notes are secured by
all of the assets of the Company and each of ltsidiaries, and each of its subsidiaries have gueed
repayment of the 2014 Notes. All obligations unttee 2014 Notes are exchangeable into any new
financing conducted by the Company prior to repaynad the 2014 Notes, and Carlson has, until six
months after repayment of the 2014 Notes, a righpdrticipate in any financings conducted by the
Company.

Effective September 1, 2014, AleAnna Energy acquitee remaining 65% interest in AleAnna
Resources. The Company elected to not participatiés pro-rata share of the acquisition. Accogly,
the Company’s interest in AleAnna Energy was reduosts original interest in AleAnna Resources.

At the Company’s Annual General Meeting on Septemide 2014, Richard G. Green and Sioux Sinnott

choose not to stand for reelection to the CompaBward of Directors. Sinnott remains presidenthef t
Company’s wholly-owned subsidiary Bonanza Resouftegas) Inc.
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On November 1, 2014, Michael Noonan resigned a£tmpany’s Chief Financial Officer, but remains
a director of the Company. Steven Moore assumeddleeof interim Chief Financial Officer until a

replacement has been named.

SELECTED ANNUAL INFORMATION

The following table summarized selected consoldidteancial information for the Company’s three
most recently completed financial years reporte@anadian dollars in accordance with IFRS.

FISCAL YEAR ENDED

October 31, 2014 October 31, 2014 October 31, 2012
Net Loss $(2,897,550) $(1,470,203) $(3,928,673)
Loss Per Shar® ($0.05) ($0.03) ($0.08)
Total Assets $5,260,611 $6,642,143 $7,157,754
Total Non-Current Liabilities $909,338 $342,893 3BD0
1) Diluted loss per share has not been computet j@anti-dilutive.

The information in the table above should be camsid in conjunction with the Company’s annual
audited consolidated financial statements for teary then ended, which are available on SEDAR at
www.sedar.com.

RESULTS OF OPERATIONS
For the year ended October 31, 2014 compared to year ended October 31, 2013
Net loss for the year totalled $2,897,569 or $(p8b share, versus net loss of $1,468,592 or $0e03 p

share in 2013. The following is a summary of tharges in the components of revenue and expense and
the reasons for the changes:

Increase

2014 2013 (Decrease)
Management fee A 245,674 245,618 56
Interest & other income B 25,281 26,534 (1,253)
Stock based compensation C 0 107,867 (107,867)
Legal and accounting D 206,703 248,769 (42,066
Wages and benefits E 569,062 554,230 14,832
Engineering and consulting fees F 194,243 195,459 1,216)
Office and general G 74,047 65,929 8,118
Depletion, depreciation and amortization H 16,125 6,321 (196)
Regulatory fees I 12,988 19,526 (6,538)
Investor relations J 76,990 49,765 27,225
Rent K 89,504 73,189 16,315
Travel L 9,866 5,688 4,178
Interest expense M 220,236 73,208 147,028

A. No material change.
B. No material change
C. Decrease due to no stock based compensation biéemgcbduring the year.
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Decrease due to less filings

Increase due to increased salaries in AleAnna pfagmately $12,000 and increase in average
currency exchange rate for year.

No material changes

Increase due to higher administration costs, stafl reclassification of certain amounts by
AleAnna Resources, LLC.

No material change.

Decrease due correction of overbooked amount ar ggar.

Increase due to increase cost of investor relasenaces including greater outreach.

Increase due to larger rental space.

No material change.

. Increase due to note payable.

mo

®m
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SELECTED QUARTERLY INFORMATION
SUMMARY OF QUARTERLY RESULTS

The following table sets forth selected unauditet@rim financial information, in Canadian dollars i
accordance with IFRS for each of the eight mostmdyg completed quarters.

Quarter Ended

October 31, July 31, 2014 | April 30,2014 | January 31,

2014 2014
Income (Loss) $(1,686,013) $(647,755 $(311,234)  253(567)
Income (Loss) Per Shafe $(0.02) $(0.01) $(0.01) $(0.01)
Octaber 31, July 31, 2013 | April 30,2013 | January 31,

2013 2013
Income (Loss) $(143,132) $(358,585 $(367,822) $(663)
Income (Loss) Per Shafe $(0.00) $(0.01) $(0.01) $(0.01)

1) Diluted loss per share has not been computei iganti-dilutive.

RESULTS OF OPERATIONS
For the quarter ended October 31, 2014 compared to quarter ended October 31, 2013

Net loss for the quarter ended October 31, 201l¢at $1,686,013 or $0.03 per share, versus adbss
$143,132 or $0.00 per share for the quarter enatob®r 31, 2013.

The following is a summary of the changes in thepgonents of revenue and expense and the reasons for
the changes:

I ncrease
2014 2013 (Decrease)
Management fee revenues A 67,605 53,483 14,122
Interest & other income B 10,578 7,177 3,401
Legal and accounting C 21,389 14,577 6,812
Wages and benefits D 140,002 139,697 305
Engineering and consulting fees E 45,955 44,149 061,8
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Increase

2014 2013 (Decrease)
Office and general F 19,780 19,315 465
Depletion, depreciation and amortization G 4,039 064, (28)
Regulatory fees H (6,090) - (6,090)
Investor relations | 8,882 1,576 7,306
Rent J 23,042 21,328 1,714
Travel K 6,438 3,749 2,689
Impairment expenses L 1,208,149 (273,480 1,481,629

Increase due to additional management fees.

Increase due to largest loan balance.

Increase due to increased legal fees by AleAnnaulress, LLC and increase in average foreign
currency exchange rate for the period.

No material change.

No material change

No material change

No material change.

Overbooked regulatory fees in an prior year.

Increase due to additional investor relations sevand outreach.

No material change.

No material change.

The increase occurred when AleAnna Energy purchdbedremaining 65% of AleAnna
Resources on September 4, 2014 at a discountbtheesetting value for the entire AleAnna
Resources.

CFAC-IEMMO O®»

FINANCING, LIQUIDITY AND CAPITAL RESOURCES
At October 31, 2014, the Company had cash of $020c8mpared to $344,345 at October 31, 2013.

Working capital at October 31, 2014 was $(1,347)6ddecrease from $(315,061) at October 31, 2013.
Current liabilities were $1,876,365 for the yeadeh October 31, 2014 compared to $954,043 for the
year ended October 31, 2013. The Company’s ac@aietubeficit at October 31, 2014 was $31,002,832.

BRS has historically relied on the issuance of steapital to raise funds. The Company is contiguall
evaluating additional financing opportunities toaenés operational needs. Notwithstanding previous
success in acquiring financing on acceptable tetimese is no guarantee that the Company will be &bl
obtain funding or on what terms any such capital beavailable to the Company.

The Company currently has sufficient working cdptta continue operations in the very near term.
However, the Company is expected to incur futussés which cast doubt as to the Company’s abidlity t
continue as a going concern, as doing so is depengen the Company’s ability to raise the necgssar
funds and/or to obtain the necessary financingeetrits obligations and repay its liabilities argsifrom
normal business operations when they come due.r@emarket conditions may have an impact on the
Company’s ability to raise funds in the future.
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TRANSACTIONSWITH RELATED PARTIES

All transactions with related parties have occuimetthe normal course of operations and are medsire
their fair value as determined by management. Téer ¥nd balances referred to below are non-
interest bearing, unsecured, payable on demandawel arisen from advances or the provision of
services as described.

During the year ended October 31, 2014 the PresidefBonanza Resources, and director of the
Company, incurred $5,333 in travel and office eggsrcompared to $3,333 for the same period in 2013.
At October 31, 2014 the President of Bonanza Resswwed the Company $10,453 for travel and other
advances.

During the year ended October 31, 2014 the Presataha director of the Company incurred $ nil in
travel and other expenses compared to $4,617 éosdime period in 2013. At October 31, 2014 the
Company owed the President $ nil for unreimburseeeses.

During the year ended October 31, 2014, a direstathe Company incurred $45,100 compared to
$48,026 for the same period in 2013 in consultgesfand $ nil in travel and related expenses cadpar
to $1,623 for the same period in 2013. At Octdkier2014 the Company owed the director $ nil for
consulting fees and related expenses.

During the year ended October 31, 2014, a direstathe Company incurred $62,013 compared to
$73,003 for the same period in 2013 in consulteesfand $ nil in travel and office expenses condpare
$1,656 for the same period in 2013. At October Zil4 the Company owed the director $ nil for
consulting fees and related expenses.

During the year ended October 31, 2014 the Compaayged a management fee of $296,528 (2013-
$294,775) to AleAnna Resources, of which $50,888.82$50,554) was eliminated in consolidation. The
Company has receivables from AleAnna Resources3@6,942 for unpaid management fees and
expenses at October 31, 2014.

During the year ended October 31, 2014 the Compentgred into a financing arrangement with a
shareholder for an additional principal amount H0$0,000 and rolling accrued interest on the iexjst
note into a new note with a principal amount ofl28,825. The original financing arrangement was
entered into during 2013 with an initial amoun®&f000,000. The note provides, among other thiiogs,
the conversion of the note and accrued interestiock of the Company.

OUTSTANDING SHARE DATA

The Company had the following securities outstag@is of October 31, 2014:

a) Issued and outstanding share capital
Class Par Value Authorized Outstanding
Common No Par Value Unlimited 52,724,776

b) Stock Options

Security Number Exercise Price Expiry Date
Options 135,000 $0.50 March 3, 2015
Options 680,000 $0.27 November 15, 2015
Options 3,360,000 $0.35 February 3, 2016
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Options 70,000 $0.25 June 9, 2016
Options 1,555,000 $0.30 December 6, 2016
Options 3,000,000 $0.10 May 7, 2018

ADOPTION OF NEW ACCOUNTING STANDARDS

The Company’s consolidated annual audited finaratetements have been prepared in accordance with
International Accounting Standards (IAS) 34 “Interfrinancial Reporting”.

The following accounting standards become effectorethe dates listed. The Company has not early
adopted these revised standards and is currerghssiag the impact, if any, that these standartls wi
have on the consolidated financial statements.

Effective for annual periods beginning on or after January 1, 2014:
New standard IFRS 9, Financial Instruments
Partial replacement of IAS 39, Financial InstrunseRecognition and Measurement

FINANCIAL INSTRUMENTSAND OTHER INSTRUMENTS

Financial instruments of the Company consist ohaasd equivalents, investments, amounts receivable,
accounts payables and accrued liabilities, demarahsl payable, interest payable on convertible
debentures and due to related parties. The Conlpaity exposure to credit loss by placing its caskl
cash equivalents with high credit quality finandiadtitutions. At October 31, 2014, the Companydhel
the majority of its cash funds in the Company’scaris at the Bank of Montreal located at 595 Burrar
St., Vancouver, BC, and the Bank of America locate8500 Preston Road, Dallas, Texas.

The carrying amounts of cash, accounts receivablespunts payable and accrued liabilities, demand
loans payable, interest payable on convertible mkelbes and due to related parties approximate their
values due to the short-term nature of these im&nis.

Certain current expenditures are in European UHRiaros in the Italian operation of AleAnna Resources
and these expenditures are affected by currenciutitions. The Company currently maintains ceréin
its cash holdings in Canadian dollars.

RISK FACTORS

The Company has a history of losses and this tneag continue and may negatively impact its abibty
achieve its business objectives.

The Company’s accumulated deficit was $31,002,8820atober 31, 2014. The Company has

experienced net losses since inception, and exgectontinue to incur substantial losses for the

foreseeable future. The Company may not be ablgeterate significant revenues in the future. As a
result, management expects the Company to continuexperience negative cash flows for the

foreseeable future and cannot predict when, if a@berbusiness might become profitable. The Company
will need to raise additional funds, and such funtsy not be available on commercially acceptable
terms, if at all. If the Company is unable to raiseds on acceptable terms, it may not be able¢cuge

its business plan, take advantage of future oppitiég, or respond to competitive pressures or
unanticipated requirements. This may seriously hdrenCompany’s business, financial condition and

results of operations.
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The Company’s operations and proposed exploratianiviies will require significant capital
expenditures for which it may not have sufficiemtding and if it does obtain additional financirts
existing shareholders may suffer substantial dluiti

The Company intends to make capital expenditurexaess of its existing capital resources to dgvelo
acquire and explore oil and gas properties. Ihnidséeto rely on funds from operations and exteroatces
of financing to meet its capital requirements totowe acquiring, exploring and developing oil ayak
properties and to otherwise implement its busimptess. The Company plans to obtain additional fugdin
through the debt and equity markets, but it caeraib assurance that it will be able to obtain Emiutl
funding when it is required or that it will be akadile to it on commercially acceptable terms, ififitIn
addition, any additional equity financing may inv@lsubstantial dilution to the Company’s then éxgst
shareholders.

The successful implementation of the Company’sibssiplan is subject to risks inherent in the ol a
gas business, which if not adequately managed aqesldlt in additional losses.

The Company’s oil and gas operations are subjedhéoeconomic risks typically associated with
exploration and development activities, includimg thecessity of making significant expenditures to
locate and acquire properties and to drill explamatvells. In addition, the availability of drilljrigs and
the cost and timing of drilling, completing and, vifarranted, operating wells is often uncertain. In
conducting exploration and development activitibe, presence of unanticipated pressure or irreigjakar

in formations, miscalculations or accidents mayseathe Company’s exploration, development and, if
warranted, production activities to be unsuccesathls could result in a total loss of the Company’
investment in a particular well.

In addition, market conditions or the unavailagitif satisfactory oil and gas transportation areangnts
may hinder the Company’s access to oil and gasetgriwhich may delay its production timelines. The
availability of a ready market for its prospectivie and gas production depends on a number of facto
including the demand for and supply of oil and gad the proximity of reserves to pipelines and iothe
facilities. The Company’s ability to market sucloguction, if any, will depend in substantial pantthe
availability and capacity of gathering systems,epiges and processing facilities, in most casesegwn
and operated by third parties. The Company'’s failar obtain such services on acceptable terms could
materially harm its business. The Company may lgeiired to shut in wells for lack of a market or a
significant reduction in the price of oil or gaskm®cause of inadequacy or unavailability of pipediror
gathering system capacity. If that occurs, the Gamgpwould be unable to realize revenue from those
wells until arrangements are made to deliver suiodyxction to market.

We may rely on third party providers in relationdertain of the activities we undertake on ouri#tal
projects, which will expose us to uncertain contssles and potential liabilities.

The Company or an affiliated entity designated iy Company may serve as operator in ltaly. The
Company intends to use affiliated entities to hedl operate its interests. The Company may hird th
parties to conduct certain activities in Italy. eT@ompany’s success will depend on its ability rovjzle
adequate oversight of these third party providedsta ensure that the work provided is adequatédgor
purposes. If the Company is unable to provide aatqoversight of the work being conducted, the
Company’s operations in Italy could be adversefgaéd and the Company could be exposed to certain
liabilities for the actions of the third party piders.

The Company'’s future performance is dependent itpability to identify, acquire and develop oilcan
gas properties, the failure of which could resalunder use of capital and losses.
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The Company’s future performance depends uponbitiyato identify, acquire and develop additional

oil and gas reserves that are economically recblerdis success will depend upon its ability tquace,
directly or indirectly, working and revenue intdsesn properties upon which oil and gas reserves ar
ultimately discovered in commercial quantities, &sdbility to develop prospects that contain growil

and gas reserves to the point of production. Witlsoigcessful acquisition and exploration activitibe
Company will not be able to develop additionalanld gas reserves or generate revenues. The Company
cannot provide shareholders with any assurancetthall be able to identify and acquire additiorwil

and gas reserves on acceptable terms, or thatndilgas deposits will be discovered in sufficient
guantities to enable it to recover its explora@on development costs or sustain its business.

The successful acquisition and development of ol @as properties requires an assessment of
recoverable reserves, future oil and gas pricesauailating costs, potential environmental and other
liabilities, and other factors. Such assessmengsnacessarily inexact and their accuracy inherently
uncertain. In addition, no assurance can be givan the Company’s exploration and development
activities will result in the discovery of additiainreserves. Its operations may be curtailed, éelayr
cancelled as a result of lack of adequate capit@lagher factors, including lack of availability §s and
other equipment, title problems, weather, issuetapeng to compliance with governmental regulasion
or price controls, mechanical difficulties, or unabk or unexpected formations, pressures or work
interruptions. In addition, the costs of exploratiand development may materially exceed the
Company’s initial estimates.

Market conditions or operation impediments may dimthe Company’s access to natural gas and oil
markets or delay its production.

The marketability of production from the Companysoperties will depend, in part, upon the
availability, proximity and capacity of pipelinesatural gas gathering systems and processingtiesili
This dependence is heightened where this infrastreiés less developed. Therefore, if drilling lesare
positive in certain of our properties, a new gatigesystem may need to be built to handle the piaten
volume of gas produced. The Company might be requw shut in wells, at least temporarily, for latk

a market or because of the inadequacy or unaviitjyabi transportation facilities. If that were tmcur,

the Company would be unable to realize revenue filoose wells until arrangements were made to
deliver production to market.

The Company’s ability to produce and market natgasl and oil may be affected and harmed by:

» the lack of pipeline transmission facilities ornyamg capacity;

e government regulation of natural gas and oil préidac

e government transportation, tax and energy policies;

» changes in supply and demand; and

» general economic conditions.
The Company’s properties might not produce, andGbenpany may not be able to determine reserve
potential, identify liabilities associated with tpeoperties or obtain protection from sellers agsithem,
which could cause the Company to incur losses.
Although the Company has reviewed and evaluategriperties in a manner consistent with industry

practices, such review and evaluation might noessarily reveal all existing or potential probleimbis
is also true for any future acquisitions. Inspawionay not always be performed on every well, and

12



AMENDED AND RESTATED

environmental problems, such as groundwater conttion, are not necessarily observable even when
an inspection is undertaken. Even when problemsdamified, a seller may be unwilling or unable to
provide effective contractual protection againsdtaal part of those problems, and the Company may
assume environmental and other risks and lialslitiscconnection with the acquired properties.

If the Company fails to maintain adequate insurante business could be materially and adversely
affected.

The Company’s operations are subject to risks gttein the oil and gas industry, such as blowouts,
cratering, explosions, uncontrollable flows of gs or well fluids, fires, pollution, earthqualesl other
environmental risks. These risks could result ibssantial losses due to injury and loss of lifejese
damage to and destruction of property and equipnpmoitution and other environmental damage, and
suspension of operations. The Company could béelifp environmental damages caused by previous
property owners. Substantial liabilities to thirdriees or governmental entities could be incurtée,
payment of which could have a material adverseceffa the Company’s financial condition and results
of operations.

The oil and gas industry is highly competitive, dhd Company may not have sufficient resources to
compete effectively.

The oil and gas industry is highly competitive. T@®mpany competes with oil and natural gas
companies and other individual producers and opexamany of which have longer operating histories
and substantially greater financial and other resgsithan the Company, as well as companies irr othe
industries supplying energy, fuel and other needsonsumers. The Company’s larger competitors, by
reason of their size and relative financial strpgtan more easily access capital markets than the
Company can and may enjoy a competitive advantageeirecruitment of qualified personnel. They may
be able to absorb the burden of any changes in &wisregulation in the jurisdictions in which the
Company does business and handle longer periodg=iated prices for oil and gas more easily than the
Company can. Its competitors may be able to paerfaroil and gas leases and properties and may be
able to define, evaluate, bid for and purchaseeatgr number of leases and properties than it can.
Further, these companies may enjoy technologicahrdges and may be able to implement new
technologies more rapidly than the Company can.Jdmpany’s ability to acquire additional properties
in the future will depend upon its ability to comtilefficient operations, evaluate and select sldtab
properties, implement advanced technologies andwnomate transactions in a highly competitive
environment.

Complying with environmental and other governmegutations could be costly and could negatively
impact the Company’s production.

The Company’s business is governed by numerousdadgegulations at various levels of government.
Such laws and regulations may, among other potestizsequences, require that the Company acquire
permits before commencing drilling and restrict substances that can be released into the envirdnme
with drilling and production activities. Under tleelaws and regulations, the Company could be lifdsle
personal injury, clean-up costs and other envirorieleand property damages, as well as adminisgativ
civil and criminal penalties. Prior to commencemehtdrilling operations, the Company may secure
limited insurance coverage for sudden and accitieméronmental damages as well as environmental
damage that occurs over time. However, the Complaeg not believe that insurance coverage for the
full potential liability of environmental damagesavailable at a reasonable cost. Accordinglyputidt be
liable, or could be required to cease productiopmperties, if environmental damage occurs.
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The costs of complying with environmental laws aedulations in the future may harm the Company’s
business. Furthermore, future changes in envirotehéaws and regulations could result in stricter
standards and enforcement, larger fines and ligb#ind increased capital expenditures and operatin
costs, any of which could have a material adveffeeteon its financial condition or results of opgons.

Shortages of rigs, equipment, supplies and perdarmgd delay or otherwise adversely affect thet obs
operations or the Company’s ability to operate adaag to its business plans.

The demand for and wage rates of qualified drilliggcrews generally rise in response to the irgirep
number of active rigs in service and could incresisarply in the event of a shortage. Shortages of
drilling and completion rigs, field equipment oraljfied personnel could delay, restrict or curtiié
Company’s exploration and development operatiofsglwcould in turn harm its operating results.

The geographic concentration of all of the Compangtimary properties in Italy subjects it to an
increased risk of loss of revenue or curtailmerpraiduction from factors affecting those areas.

The geographic concentration of all of the Compamyoperty interests in Italy means that its propsr
could be affected by the same event should thetoparperience:

e severe weather;
» delays or decreases in production, the availalwlfitgquipment, facilities or services;
» delays or decreases in the availability of capaoityansport, gather or process production; or

» changes in the regulatory environment.

The oil and gas exploration and production induskigtorically is a cyclical industry and market
fluctuations in the prices of oil and gas could exbely affect the Company’s business.

Prices for oil and gas tend to fluctuate signifibam response to factors beyond the Company’srobn
These factors include:

* weather conditions wherever the Company’s progatgrests are located;

* economic conditions, including demand for petrolduamed products;

* actions by the Organization of Petroleum Exportiayntries;

» political instability in the Middle East and othmajor oil and gas producing regions;
» governmental regulations, both domestic and foreign

» domestic and foreign tax policy;

» the pace adopted by foreign governments for thdoeagon, development, and production of
their national reserves;

» the price of foreign imports of oil and gas;
» the cost of exploring for, producing and deliveroigand gas;
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» the discovery rate of new oil and gas reserves;

» the rate of decline of existing and new oil and g&®rves;

» available pipeline and other oil and gas transpioriacapacity;
* the ability of oil and gas companies to raise edpit

* the overall supply and demand for oil and gas; and

* the availability of alternate fuel sources.

Changes in commodity prices may significantly afféftee Company’s capital resources, liquidity and
expected operating results. Price changes wilctiraffect revenues and can indirectly impact etpe
production by changing the amount of funds avadatd reinvest in exploration and development
activities. Reductions in oil and gas prices ndyeaduce revenues and profits, but could alsocedhe
guantities of reserves that are commercially re@ble. Significant declines in prices could regulhon-
cash charges to earnings due to impairment.

Changes in commodity prices may also significaatfgct the Company’s ability to estimate the vadfie
producing properties for acquisition and divesatand often cause disruption in the market foraod
gas producing properties, as buyers and sellers Hificulty agreeing on the value of the propestie
Price volatility also makes it difficult to budgébr and project the return on acquisitions and the
exploration and development of projects. The Compatpects that commodity prices will continue to
fluctuate significantly in the future.

The Company’s ability to produce oil and gas frasnproperties may be adversely affected by a number
of factors outside of its control, which may reduolta material adverse effect on its business,niie
condition or results of operations.

The business of exploring for and producing oil gag involves a substantial risk of investment.loss
Drilling oil and gas wells involves the risk thatet wells may be unproductive or that, although
productive, the wells may not produce oil or gaeéonomic quantities. Other hazards, such as uhasua
unexpected geological formations, pressures, filesyouts, loss of circulation of drilling fluids @ther
conditions may substantially delay or prevent catiph of any well. Adverse weather conditions can
also hinder drilling operations. A productive walhy become uneconomic if water or other deleterious
substances are encountered that impair or prelergroduction of oil or gas from the well. There dee

no assurance that oil and gas will be produced ftwrproperties in which the Company has interésts.
addition, the marketability of oil and gas that niag acquired or discovered may be influenced by
numerous factors beyond the Company’s control. @li@stors include the proximity and capacity of oil
and gas, gathering systems, pipelines and procesgquipment, market fluctuations in oil and gasgsj
taxes, royalties, land tenure, allowable producaod environmental protection. The Company cannot
predict how these factors may affect its business.

A decline in the price of the Company’s common ehaould affect its ability to raise further worgin
capital and adversely impact its ability to contnoperations

A prolonged decline in the price of the Companydsnmon shares could result in a reduction in the
liquidity of its common shares and a reductiontalbility to raise capital. Because a significaoition

of the Company’s operations have been and willibented through the sale of equity securities, a
decline in the price of the Company’s common stoalld be especially detrimental to its liquiditydan
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operations. Such reductions may force the Compamgallocate funds from other planned uses and may
have a significant negative effect on its busirn@as and operations, including its ability to deghew
properties and continue current operations. If @@mpany’s share price declines, it can offer no
assurance that it will be able to raise additioregbital or generate funds from operations sufficien
meet its obligations. If the Company is unableaise sufficient capital in the future, it may net d&ible to
have the resources to continue its normal opemtion

If the Company issues additional shares in ther&jtut will result in the dilution of its existing
shareholders.

The Company'’s notice of articles authorizes thaasse of an unlimited number of common shares. The
Company’s board of directors may choose to issumesor all of such shares to acquire one or more
businesses or to provide additional financing mftture. The issuance of any such shares willresa
reduction of the book value and market price of @@mpany’s outstanding common shares. If the
Company issues any such additional shares, suohnies will cause a reduction in the proportionate
ownership and voting power of all current sharebidd Further, such issuance may result in a chahge
control of the Company.

The Company’s legal rights under the Membershiprbgt Purchase Agreement with AleAnna Energy
are difficult to assess.

The assessment of economic viability of our langifmns in Italy and the options available to the
Company will be difficult to assess. We may notdide to enforce our rights under the Membership
Interest Purchase Agreement with AleAnna Energyg, \s@ may receive an unfavorable interpretation of
such agreement if there is a dispute.

We depend on our executive officers for criticahagement decisions and industry contacts.

We are dependent upon the continued services oElstloore, our president and Sioux Sinnott, the
president of our US subsidiary, both of which haigmificant experience in the oil and gas indusiie

do not carry key person insurance on their livdse Toss of the services of either of our executive
officers, through incapacity or otherwise, wouldduestly to us and would require us to seek andrreta
other qualified personnel.

OTHER INFORMATION

This management’s discussion and analysis of th@néial position and results of operations of the
Company for the period ended October 31, 2014 shdel read in conjunction with the audited
consolidated annual financial statements for thar ynded October 31, 2014. Additional information
relating to the Company can be accessed throughCihmpany’'s public filings on SEDAR at
www.sedar.com or on the Company’s website at wwsvdsources.com.
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