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INTRODUCTION

This is Management’s Discussion and Analysis (“MD&A”) for Big Sky Petroleum Corporation
(“Big Sky” or the “Company”) and has been prepared based on information known to
management as of April 30, 2018. This MD&A is intended to help the reader understand the
consolidated financial statements of Big Sky.

The following information should be read in conjunction with the audited consolidated financial
statements for the years ended December 31, 2017 and 2016 and the related notes thereto,
prepared in accordance with International Financial Reporting Standards (“IFRS”). The MD&A
provides a review of the performance of the Company for the year ended December 31, 2017.
Additional information relating to the Company can be found on SEDAR www.sedar.com.

Management is responsible for the preparation and integrity of the consolidated financial
statements, including the maintenance of appropriate information systems, procedures and
internal controls. Management also ensures that information used internally or disclosed
externally, including the consolidated financial statements and MD&A, is complete and reliable.

The Company’s board of directors follows recommended corporate-governance guidelines for
public companies to ensure transparency and accountability to shareholders. The board’s audit
committee meets with management regularly to review the consolidated financial statements,
including the MD&A, and to discuss other financial, operating and internal-control matters.

All currency amounts are expressed in US dollars unless otherwise noted.
FORWARD LOOKING STATEMENTS

Certain sections of this MD&A provide, or may appear to provide, a forward-looking orientation
with respect to the Company’s activities and its future financial results. Consequently, certain
statements contained in this MD&A constitute express or implied forward-looking statements.
Terms including, but not limited to, “anticipate”, “estimate”, “believe” and “expect” may identify
forward-looking statements. Forward-looking statements, while they are based on the current
knowledge and assumptions of the Company’s management, are subject to risks and
uncertainties that could cause or contribute to the actual results being materially different than
those expressed or implied. Readers are cautioned not to place undue reliance on any forward-
looking statement that may be in this MD&A.
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The following forward looking statements have been made in this MD&A:

e Future budgets and how long the Company expects its working capital to last; and
e Management expectations of future activities and results.

ADDITIONAL INFORMATION

Financial statements, MD&A’s and additional information relevant to the Company and the
Company’s activities can be found on SEDAR at www.sedar.com, and/or on the Company’s
website at www.bspcorp.com.

SUMMARY AND OUTLOOK

On August 31, 2017, Big Sky sold all its wholly-owned subsidiaries, along with the related
assets and liabilities, to an arm’s length private company for $11,318 (Cdn$14,000). As a
result, the Company recognized a gain on sale of subsidiaries of $591,780. The management is
evaluating various potential opportunities for the Company.

Management’s overall expectations for the Company are based on the following:

e The Company has completed a rollback, cut costs, divested itself in the oil and gas business
by selling its subsidiaries and is evaluating various potential opportunities.
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1. Background

The Company was incorporated under the Canada Business Corporations Act on February 3,
2006 and, effective July 6, 2009, changed its continuance out of the federal jurisdiction into the
British Columbia jurisdiction under the Business Corporations Act (British Columbia). The
Company has been listed on the TSX Venture Exchange (the “TSX-V” or “Exchange”) since
May 5, 2006. Its shares began trading under the symbol “BSP” effective December 5, 2011. On
December 3, 2013, the Company consolidated its share capital on the basis of one new share
for every 10 old shares. On May 26, 2016, the Company’s shares trading under the symbol
“BSP.H” in the NEX Board of the Exchange.

2. Overview
(@) Company Mission and Focus

Big Sky disposed of all its oil and gas interests during fiscal 2017 and is essentially a shell
company evaluating various potential opportunities.

3. Operation

On August 31, 2017, Big Sky sold all its wholly-owned subsidiaries, along with the related
assets and liabilities, to an arm’s length private company for $11,318 (Cdn$14,000). As a
result, the Company recognized a gain on sale of subsidiaries of $591,780.

In October 2017, a private company controlled by the Chief Executive Officer of the Company
entered into two assignment agreements to assign Cdn$441,462 debt owing by the Company to
an arm’s length party.

On October 30, 2017, Arden McCracken resigned as the director of the Company.

The management is evaluating various opportunities for the Company.

4. Risks and Uncertainties

Foreign Currency Rate Risk

The Company’s financing has been in Canadian dollars; however, a significant amount of the
Company’s historical activities were transacted in or referenced to US dollars. Going forward,
the Company’s operating costs could also be in US dollars. As a result, fluctuations in the US
dollar against the Canadian dollar could result in unanticipated fluctuations in the Company’s
financial results. The Company does not manage its exposure to fluctuations in the US dollar
against the Canadian dollar.

Additional Funding Requirements
The cash flow from the Company’s projects is not sufficient to fund the Company’s ongoing

activities at all times. From time to time, the Company requires additional financing in order to
carry out acquisition, exploration and development activities. Failure to obtain such financing on

Big Sky Petroleum Corporation Page 4 of 11
Management’s Discussion & Analysis



% Big Sky PETROLEUM

a timely basis could cause us to forfeit its interest in certain properties, miss certain acquisition
opportunities and reduce or terminate the Company’s operations. Given the recent oil prices
decrease, it has affected its ability to raise the necessary capital to replace its reserves or to
maintain its projects. If the Company’s future or possible cash flow from operations is not
sufficient to satisfy capital expenditure requirements, there can be no assurance that additional
debt or equity financing will be available to meet these requirements or available on terms
acceptable to the Company.

Reliance on Key Personnel

The Company’s success depends in large measure on certain key personnel. The loss of the
services of such key personnel could have a material adverse effect on the Company. The
Company does not have key person insurance in effect for management. The contributions of
these individuals to the Company’s immediate operations are likely to be of central importance.
In addition, the competition for qualified personnel in the oil industry is intense and there can be
no assurance that the Company will be able to continue to attract and retain all personnel
necessary for the development and operation of the Company’s business. Investors must rely
upon the ability, expertise, judgment, discretion, integrity and good faith of the Company’s
management.

Conflicts of Interest

Certain of the Company’s directors are also directors of other oil companies and as such may,
in certain circumstances, have a conflict of interest requiring them to abstain from certain
decisions. Conflicts, if any, will be subject to the procedures and remedies of the Business
Corporations Act (British Columbia).

5. Impairment of Oil and Gas Properties

The Company had written off all its oil and gas properties in fiscal 2015. As at December 31,
2017, the Company no longer owns any oil and gas properties due to the sale of its wholly-
owned subsidiaries.
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6. Material Financial and Operations Information

(@) Selected Annual Financial Information

Selected Annual Information

Year ended Year ended Year ended
December 31 | December 31 December 31
2017 2016 2015
$ $ $
Oil & gas revenue - - -
Exploration and evaluation expenses - - -
General and administrative expenses (56,004) (65,473) (81,217)
Other income (expenses) (11,500) - (43)
Net income (loss) from continuing
operations (67,504) (65,473) (81,260)
Income (loss) from discontinued
operations 591,780 200,000 (250,510)
Earnings (loss) per share — continuing
operations (0.01) (0.01) (0.01)
Earning (loss) per share —
discontinuing operations 0.10 0.03 (0.04)
Total assets 11,963 25,436 25,932
Total long-term financial liabilities - - -
Cash dividends declared — per share N/A N/A N/A

(b) Summary of Quarterly Results

The following is a summary of the Company’s financial results for the last eight quarters:

Dec 31,
2017
Quarter

Sep 30,
2017
Quarter

Jun 30,
2017
Quarter

Mar 31,
2017
Quarter

Dec 31,
2016
Quarter

Sep 30,
2016
Quarter

Jun 30,
2016
Quarter

Mar 31,
2016
Quarter

Revenue - - -

Net income
(loss) —
continuing

(9,912) | (22,925)

(20,877)

(13,790)

(19,301)

(12,970)

(15,710) | (17,492)

Net income
(loss) — -
discontinued

591,780 -

- 200,000 -

Earnings
(loss) per
Share —
continuing

0.00 0.00

(0.00)

(0.00)

0.00

(0.00)

(0.00) | (0.00)

Earnings
(loss) per
Share —
discontinued

0.00 0.10

(0.00)

(0.00)

0.03

(0.00)

(0.00) | (0.00)
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(c) Review of Operations and Financial Results

For the three months ended December 31, 2017 compared to the three months ended
December 31, 2016

During the three months ended December 31, 2017, the Company had a net loss from
continuing operations of $9,912 ($0.00 losses per share) and net income from discontinued
operations of $nil ($0.00 earnings per share) as compared to a net loss from continuing
operations of $19,301 ($0.00 losses per share) and net income from discontinued operations or
$200,000 ($0.03 earnings per share) for the same period in 2016.

The Company’s general and administrative expenses amounted to $13,531, compared to
2016’s $19,301, a decrease of $5,770. The decrease was mainly due to management
conserving cash and cutting back costs in accounting, audit and legal fees (2017 - $12,518;
2016 - $18,817).

During the three months ended December 31, 2017, the Company had a fair value gain on
decommissioning liabilities of $nil (2016 - $200,000).

For the year ended December 31, 2017 compared to the year ended December 31, 2016

During the year ended December 31, 2017, the Company had a net loss from continuing
operations of $67,504 ($0.01 losses per share) as compared to a net loss from continuing
operations of 65,473 ($0.01 losses per share) for the same period in 2016.

During the year ended December 31, 2017, the Company also incurred $56,004 in general and
administrative expenses, compared to 2016’s $65,473, a decrease of $9,469. The decrease
was mainly due to the management conserving cash and cutting back costs in accounting, audit
and legal fees (2017 - $47,128; 2016 - $53,394) and transfer agent, listing and filing fees (2017
- $8,411;2016 - $11,558).

During the year ended December 31, 2017, the Company had net income from discontinued
operations of $591,780 ($0.10 earnings per share) compared to a net income of $200,000
($0.03 earnings per share) for the same period in 2016.

During the year ended December 31, 2017, the Company had a fair value gain on
decommissioning liabilities of $nil (2016 - $200,000) and gain on sale of subsidiaries of
$591,780 (2016 - $nil). The Company had foreign exchange loss of $11,544 (2016 - $nil).

(d) Liquidity and Capital Resources

The Company had a working capital deficiency of $409,763 as at December 31, 2017 (2016 —
working capital deficiency of $943,543). Cash totaled $11,260 as at December 31, 2017, an
increase of $10,848 from $412 as at December 31, 2016. The increase was a result of $11,318
cash received from the sale of the subsidiaries and $56,138 cash provided by the continuing
operations; and offset by $56,608 effects of exchange rate changes on behalf of cash held in
foreign currencies.
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As of the date of this MD&A, the Company has no other outstanding commitments. The
Company has not pledged any of its assets as security for loans, or otherwise and is not subject
to any debt covenants.

Management estimates that the current cash position and future cash flows from options will not
be sufficient for the Company to carry out its anticipated exploration and operating plans
through 2018. The Company will therefore rely on debt or equity financing in 2018 to continue
with its operating plans.

There may be circumstances where, for sound business reasons, a reallocation of funds may be
necessary in order for the Company to achieve its stated business objectives.

(e) Disclosure of Outstanding Share Data

The authorized share capital of the Company consists of an unlimited number of common
shares without par value.

No. of Common Shares
Issued & Outstanding
December 31, 2017 6,067,667 $10,190,960
December 31, 2016 6,067,667 $10,190,960

Share Capital Amount

The Company has established a stock option plan for its directors, officers and consultants
under which the Company may grant options to acquire a maximum number of common shares
equal to 10% of the total issued and outstanding common shares of the Company.

During the year ended December 31, 2017, 8,000 options with an exercise price of Cdn$1.20
expired. Subsequent to December 31, 2017, the remaining 10,000 options with an exercise
price of Cdn$1.20 expired on January 7, 2018.

As of the date of this MD&A, there were 6,067,667 common shares issued and outstanding and
6,067,667 common shares outstanding on a diluted basis.

() Commitment and Contingency
None.

(g) Off-Balance Sheet Arrangements
None.

(h) Transactions with Related Parties

The aggregate value of transactions and outstanding balances relating to key management
personnel and entities over which they have control or significant influence were as follows:
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Short-term Share-based

For the year ended December 31, 2017 . Total
benefits Payments
Companies controlled by Chief Executive Officer,

President, Chief Financial Officer and a Director * $ 36,963 $ - $ 36,963
Total $ 36,963 $ - $ 36,963
For the year ended December 31, 2016 Short—tgrm Share-based Total

benefits Payments
Companies controlled by Chief Executive Officer,

President, Chief Financial Officer and a Director * $ 45290 $ - $ 45,290
Total $ 45290 $ - $ 45,290
Due to related parties Services for December 31,  December 31,

2017 2016
Company controlled by Chief Executive Rent, accounting and $ 1,684 $ 217,649
Officer, President, Chief Financial Officer financial services;
and a Director @ loan
Company controlled by a director Legal 23,158 21,612
Director Loan 7,944 7,414
Total $ 32,786 $ 246,675

(@) In October 2017, the related party entered into two assignment agreements to assign
Cdn$441,462 debt receivable from the Company to an arm’s length party. As of
December 31, 2017, $1,684 was owed to this company for accounting services.

(i) Financial Instruments

The fair values of the Company’s cash, accounts receivable (net of GST receivable), and
accounts payable and accrued liabilities approximate their carrying values due to the short-term
maturity of these instruments. The Company’s cash is valued based on quoted market prices.

Amounts due to related parties and due to Joint Participation Agreement partners approximate
their fair value as they are due on demand.

The Company’s financial instruments are exposed to certain financial risks, including foreign
currency risk, credit risk, liquidity risk and interest risk.

. Foreign currency risk

The Company is affected by changes in exchange rates between the Canadian dollar and
US dollar, which may adversely affect the Company’s financial position, results of
operations and cash flows. The Company has net monetary liabilities of approximately
Cdn$530,000 (2016 — Cdn$374,000) denominated in Canadian dollars. A 6% change in the
absolute rate of exchange in US dollars would affect its net income by $31,800 (2016 -
$22,440).
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Credit risk

The Company’s cash is held in a Canadian financial institution. Credit risk is managed by
using major banks that are high credit quality financial institutions as determined by ratings
agencies. The Company’s accounts receivable (net of GST receivable) is nominal.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as
they come due. The Company manages liquidity risk through the management of its capital
structure.

Accounts payable and accrued liabilities and amounts due to related parties are due within
twelve months of the statement of financial position date.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate due to changes in market interest rates. The risk that the Company will realize
a loss as a result of a decline in the fair value of the cash is limited because they are
generally held to maturity. The Company is not exposed to significant interest rate risk.

IFRS 7 establishes a fair value hierarchy that prioritizes the input to valuation techniques used
to measure fair value as follows:

Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities;
Level 2 — inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and
Level 3 — inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

The following table sets forth the Company’s financial assets measured at fair value by level
within the fair value hierarchy.

December 31, 2017 Level 1 Level 2 Level 3 Total
Cash $ 11,260 $ - 8 - $ 11,260
December 31, 2016 Level 1 Level 2 Level 3 Total
Cash $ 412 $ - 8 - $ 412

()

Management of Capital Risk

The Company‘s capital is comprised of amounts in shareholders’ deficiency. The Company’s
objectives when managing capital are to safeguard the Company’s ability to continue as a going
concern in order to pursue the acquisition and exploration of oil and gas properties and to
maintain a flexible capital structure, which optimizes the costs of capital at an acceptable risk.
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The Company manages the capital structure and makes adjustments to it, in light of changes in
economic conditions and the risk characteristics of the underlying assets. To maintain or adjust
the capital structure, the Company may attempt to issue new shares, issue new debt, acquire or
dispose of assets, or adjust the amount of cash.

In order to facilitate the management of its capital requirements, the Company prepares
expenditure budgets that are updated as necessary depending on various factors, including
successful capital deployment and general industry conditions. There were no changes to the
Company’s approach to capital management during the year ended December 31, 2017 and the
Company is not subject to any externally imposed capital requirements.

7. Changes in Internal Control Over Financial Reporting (“ICFR”)

Changes in Internal Control Over Financial Reporting (“ICFR”)

In connection with National Instrument 52-109, Certification of Disclosure in Issuer’s Annual and
Interim Filings (“NI 52-109”) adopted in December 2008 by each of the securities commissions
across Canada, the Chief Executive Officer and Chief Financial Officer of the Company will file
a Venture Issuer Basic Certificate with respect to financial information contained in the
unaudited interim financial statements and the audited annual financial statements and
respective accompanying Management’s Discussion and Analysis. The Venture Issue Basic
Certification does not include representations relating to the establishment and maintenance of
disclosure controls and procedures and internal control over financial reporting, as defined in
NI52-109.

Disclosure Controls and Procedures

The Company’s CEO and CFO are responsible for establishing and maintaining the Company’s
disclosure controls and procedures. Management, including the CEO and CFO, have evaluated
the procedures of the Company and have concluded that they provide reasonable assurance
that material information is gathered and reported to senior management in a manner
appropriate to ensure that material information required to be disclosed in reports filed or
submitted by the Company is recorded, processed, summarized and reported within the
appropriate time periods.

While management believes that the Company’s disclosure controls and procedures provide
reasonable assurance, they do not expect that the controls and procedures can prevent all
errors, mistakes, or fraud. A control system, no matter how well conceived or operated, can
only provide reasonable, not absolute, assurance that the objectives of the control system are
met.
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