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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Tenth Avenue Petroleum Corp.

We have audited the accompanying consolidated financial statements of Tenth Avenue Petroleum
Corp., which comprise the consolidated statements of financial position as at December 31, 2016 and
December 31, 2015, the consolidated statements of loss and comprehensive loss, changes in
shareholders' equity and cash flows for the years then ended, and notes, comprising a summary of
significant accounting policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on our judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, we consider internal control relevant to the
entity's preparation and fair presentation of the consolidated financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial
statements.

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

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Tenth Avenue Petroleum Corp. as at December 31, 2016 and
December 31, 2015, and its consolidated financial performance and its consolidated cash flows for the
years then ended in accordance with International Financial Reporting Standards.



Emphasis of matter — Going Concern

Without modifying our opinion, we draw attention to Note 1 in the consolidated financial statements
which indicates that Tenth Avenue Petroleum Corp. incurred losses and has a working capital deficit
and will need to raise capital to fund its planned operating and investing activities. These conditions,
along with other matters as set forth in Note 1 in the consolidated financial statements indicate the
existence of a material uncertainty that may cast significant doubt about Tenth Avenue Petroleum
Corp.s ability to continue as a going concern.

Chartered Professional Accountants

May 1, 2017
Calgary, Canada



TENTH AVENUE PETROLEUM CORP.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
In Canadian Dollars

December 31, December 31,

As at Note 2016 2015
ASSETS
CURRENT
Cash and cash equivalents 1,442 2,469
Trade and other receivables 21,733 43,387
Prepaid expenses and deposits 6,862 8,684
30,037 54,540
Restricted cash held in trust 3 208,411 ' 208,765
Property and equipment 4 196,151 247,591

$ 434,599 $ 510,896

LIABILITIES
CURRENT
Accounts payable and accrued liabilities $ 114,086 $ 109,422
Asset retirement obligation 6 190,215 193,978
304,301 303,400
Asset retirement obligation 6 24,855 24,907
Total Liabilities 329,156 328,307
SHAREHOLDERS' EQUITY
Share capital 7 12,365,831 12,365,831
Warrants - 7,820
Contributed surplus 9,644,362 9,636,542
Deficit (21,904,750) (21,827,604)
105,443 182,589
$ 434599 $ 510,896
Going concern 1
Subsequent event 15

Signed “Greqory J. Leia”
Gregory J. Leia Director

Signed “Craig Leggatt”
Craig Leggatt  Director

The accompanying notes are an integral part of these consolidated financial statements



TENTH AVENUE PETROLEUM CORP.

CONSOLIDATED STATEMENTS
OF LOSS AND COMPREHENSIVE LOSS

FOR THE YEARS ENDED
In Canadian Dollars

December 31, December 31,

Note 2016 2015
REVENUE
Oil & natural gas sales $ 102,816 $ 162,366
Royalties (13,150) (34,415)
Other revenue - 5,782
89,666 133,733
EXPENSES
Production and transportation 15,070 33,025
General and administrative 108,020 181,495
Foreign exchange (5,316) -
Depletion, depreciation and impaiment 47,251 194,166
165,025 408,686
Operating loss from continuing operations (75,359) (274,953)
Other (income) expense items
Interest income (643) (5,879)
Interest expense and accretion 2,430 12,766
Loss from continuing operations (77,146) (281,840)
Loss from discontinued operations - (31,113)
Net loss (77,146) (312,953)
Foreign exchange translation adjustment - (418)
COMPREHENSIVE LOSS $ (77,146) $ (313,371)
(LOSS) PER SHARE
Basic and diluted - continuing operations $ 0.01) § (0.04)
Basic and diluted - discontinuing operations $ -8 -

The accompanying notes are an integral part of these consolidated financial statements



TENTH AVENUE PETROLEUM CORP.

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED

In Canadian Dollars

December 31, December 31,

2016 2015
Operating activities
Net loss $ (77,146) $ (312,953)
Loss from discontinued operations - 31,113
Depletion, depreciation and impairment 47,251 194,166
Acretion expense, non-cash 2,430 12,766
Foreign exchange 6,042 -
Changes in non-cash working capital 20,577 108,849
Cash provided by (used in) operating activities - continued (846) 33,941
Cash used in operating activities - discountinued - (22,954)
CASH PROVIDED BY (USED IN) OPERTING ACTIVITIES (846) 10,987
CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES
Restricted cash held in trust 354 (93,847)
CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 354 (93,847)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (492) (82,860)
Foreign exchange on cash balance (535) (2,485)
NET CHANGE IN CASH AND CASH EQUIVALENTS (1,027) (85,345)
CASH AND CASH EQUIVALENTS, beginning of year 2,469 87,814
CASH AND CASH EQUIVALENTS, end of year $ 1,442 §$ 2,469
Interest paid $ - $ -

The accompanying notes are an integral part of these consolidated financial statements



TENTH AVENUE PETROLEUM CORP.

CONSOLIDATED STATEMENT OF SHAREHOLDERS'’ EQUITY

In Canadian Dollars

FOR THE YEARS ENDED

December 31, December 31,
2016 2015

SHAREHOLDERS' EQUITY

Share capital
Balance, beginning of year
Private placement

$ 12,365,831 $ 12,365,831

Balance, end of year

Warrants
Balance, beginning of year
Warrants expired

$ 12,365,831 $ 12,365,831

$ 7820 § 7,820
(7.820)

Balance, end of year

Contributed surplus
Balance, beginning and end of year

Warrants expired

$ 7,820

L2

9,636,542 $§ 9,636,542
7,820

Balance, end of year

Accumulated other comprehensive income

$ 9644362 $ 9,636,542

Balance, beginning of year $ - 3 134,937
Foreign exchange translation adjustment - (418)
Transfer of translation adjustment realized on discontinued operations - (134,519)

$ - $ -

Deficit
Balance, beginning of year
Net loss

$ (21,827,604) $ (21,514,651)
(77,146) (312,953)

Balance, end of year

$ (21,904,750) $ (21,827,604)

TOTAL SHAREHOLDERS' EQUITY

$ 105,443 % 182,589

The accompanying notes are an integral part of these consolidated financial statements



TENTH AVENUE PETROLEUM CORP.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
In Canadian Dollars DECEMBER 31, 2016

On May 6, 2015, Jadela Oil Corp. changed its name to Tenth Avenue Petroleum Corp. (“Tenth Avenue” or the
"Company”) and consolidated its common shares on a 5:1 basis.

Tenth Avenue is in the business of exploring for and developing petroleum and natural gas properties in Westemn
Canada. Tenth Avenue is a company domiciled in Canada. The address of the Company’s registered office is 203,
221 10" Avenue SE, Calgary, Alberta.

1. GOING CONCERN

These financial statements do not reflect the adjustments and classifications of assets, liabilities, revenues and
expenses which would be necessary if the Company were unable to continue as a going concern. The
accompanying financial statements have been prepared using the going concern assumption which assumes that
the Company will be able to realize its assets and discharge its liabilities in the normal course of business.

As the Company incurred losses has a working capital deficit and will need capital to fund its planned operating,
exploration and development activities, there is a material uncertainty which casts significant doubt on the
Company's ability to continue as a going concern. For the year ended December 31, 2016, the Company incurred
a net loss of $77,146 (December 2015 — $312,953) and has working capital deficit of $275,264 (December 2015 -
$248,860) and an accumulated deficit of $21,904,750 (December 2015 - $21,827,604).

2. SIGNIFICANT ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATION UNCERTAINTY
Basis of presentation and measurement
Statement of compliance:

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS") issued by the International Accounting Standards Board (“IASB") and International Financial
Reporting Interpretations Committee (‘IFRIC"). The consolidated financial statements of the Company include the
accounts of Tenth Avenue Petroleum Corp. and its subsidiaries (collectively referred to as (“the Company”) and
have been prepared by management. These financial statements were authorized for issue by the Board of
Directors on May 1, 2017.

These consolidated financial statements have been prepared on a historical cost basis.
Use of estimates and judgments

The preparation of financial statements requires management to make judgments, estimates and assumptions that
affect the amounts reported in the financial statements and accompanying notes. Financial results as determined
by actual events may differ from these estimates. These financial statements have, in management's opinion, been
properly prepared using careful judgment within reasonable limits of materiality and within the framework of the
significant accounting policies summarized below.

The significant estimates and judgments in the financial statements include:
Estimating oil and gas reserves

The Company engages a qualified, independent oil and gas reserves evaluator to perform an estimation of
the Company’s oil and gas reserves annually. Reserves form the basis for the calculation of depletion
charges and assessment of impairment of oil and gas assets. Reserves are estimated using the reserve
definitions and guidelines prescribed by National Instrument 51-101 and the Canadian Oil and Gas
Evaluation Handbook.

Proved plus probable reserves are defined as the “best estimate” of quantities of oil, natural gas and
related substances estimated to be commercially recoverable from known accumulations, from a given
date forward, based on drilling, geological, geophysical and engineering data, the use of established
technology and specified economic conditions. It is equally likely that the actual remaining quantities
recovered will be greater than or less than the sum of the estimated proved plus probable reserves. The
estimates are made using all available geological and reservoir data as well as historical production data.
Estimates are reviewed and revised as appropriate. Revisions occur as a result of changes in prices,
costs, fiscal regimes and reservoir performance or a change in the Company's plans with respect to future
development or operating practices.

7.



TENTH AVENUE PETROLEUM CORP.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
In Canadian Dollars DECEMBER 31, 2016

Determination of CGUs

The recoverability of development and production asset carrying values are assessed at the CGU level.
Determination of what constitutes a CGU is subject to management's judgment. The asset composition of
a CGU can directly impact the recoverability of the assets included therein. In assessing the recoverability
of oil and gas properties, each CGU's carrying value is compared to its recoverable amount, defined as the
greater of fair value less costs to sell and value in use.

Asset Retirement Obligation

The Company estimates obligations under environmental regulations in respect of decommissioning and
site restoration. These obligations are determined based on the expected present value of expenses
required in the process of plugging and abandoning wells, dismantling of wellheads, production and
transportation facilities and restoration of producing areas in accordance with relevant legislation,
discounted from the date when expenses are expected to be incurred. Most of the abandonment of future
expenses, estimated logistics of performing abandonment work and the discount rate used to calculate the
present value of future expenses would have a significant effect on the carrying amount of the
decommissioning provision.

Impairment testing

When impairment testing of property and equipment is completed for each CGU, it is based on estimates
of proved plus probable reserves, production rates, oil and natural gas prices, future costs, discount rate
and other relevant assumptions. By their nature, these estimates are subject to measurement uncertainty
and may impact the financial statements of future periods.

Fair values of Stock Options and Warrants

The amounts recorded for fair values of stock options and warrants are based on estimates of the
expected volatility of the Company's share price, expected lives of the options and warrants, expected
future dividend rates and other relevant assumptions.

Property and equipment and Exploration and Evaluation Assets

Exploration and Evaluation Assets

Costs of exploring for and evaluating oil and natural gas properties (exploration and evaluation assets or (‘E&E
Assets”) are capitalized within exploration assets. These costs include lease acquisition costs, geological and
geophysical expenditures, costs of drilling and completion of wells, plant and production equipment costs and
related overhead charges. E&E assets do not include costs of general prospecting, or evaluation costs incurred
prior to having obtained the legal rights to explore an area, which are expensed as incurred. Interest is not
capitalized on E&E Assets.

E&E Assets are not depleted or depreciated and are carried forward until technical feasibility and commercial
viability is considered to be determined. The technical feasibility and commercial viability is generally considered
to be determined when proved plus probable reserves are determined to exist and the production of oil and gas
has commenced. A review of each exploration license or field is carried out, at least annually, to ascertain
whether proved plus probable reserves have been discovered and production has commenced. Upon
determination of proved plus probable reserves and commencement of production, E&E Assets attributable to
those reserves are first tested for impairment and then reclassified from E&E assets to oil and natural gas
interests, a separate category within Property Plant and Equipment (“PP&E").

Property, Plant and Equipment

PP&E is stated at cost, less accumulated depletion, depreciation and amortization, and accumulated impairment
losses. The initial cost of an asset comprises its purchase price or construction cost, and costs attributable to
bring the asset into operation, and the initial estimate of decommissioning obligation. Costs incurred subsequent
to the determination of technical feasibility and commercial viability and the costs of replacing parts of PP&E are
recognized as oil and natural gas interests only when they increase the future economic benefits embodied in
the specific asset to which they relate. Such capitalized oil and natural gas interests generally represent costs
incurred in developing proved and/or probable reserves and bringing in or enhancing production from such
reserves, and are accumulated on a field or geotechnical area basis.



TENTH AVENUE PETROLEUM CORP.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
In Canadian Dollars DECEMBER 31, 2016

Depletion and depreciation

The net carrying value of developed and producing fields are depleted using the unit of production method by
reference to the ratio of production in the period to the related proved plus probable reserves, taking into
account estimated future development costs necessary to bring those reserves into production. Future
development costs are estimated taking into account the level of development required to produce the reserves.
These estimates are reviewed by independent reserve engineers at least annually. Total proved plus probable
reserves are estimated using independent reserve engineer reports and represent the estimated quantities of
crude oil, natural gas and natural gas liquids which geological, geophysical and engineering data demonstrated
with a 50 percent statistical probability.

Other property and equipment are depreciated over their estimated useful lives at the following annual rates and
methods:

Water-well disposal assets 10% straight line

Vehicles 20% declining balance
Computer equipment 30% declining balance
Office equipment 20% declining balance

Depreciation methods, useful lives and residual values are reviewed at least annually.
Impairment - Property, Plant and Equipment

For the purpose of impairment testing, PP&E are grouped together into the smallest group of assets that generate
cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of
assets — cash generating unit (*CGU").

The carrying amounts of PP&E are reviewed at each reporting date to determine whether there is any indication of
impairment, such as decreased commodity prices or downward revisions in reserves volumes. If any such
indication exists, then the asset's recoverable amount is estimated. The recoverable amount is the greater of the
value in use or fair value less costs to sell.

Value in use is based on the estimated future cash flows 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. The
recoverable amount is generally computed by reference to the present value of the future cash flows expected to be
derived from production of proved and probable reserves. An impairment loss is recognized if the carrying amount
of an asset or its CGU exceeds its estimated recoverable amount. Impairment losses are recognized in the
statement of income.

Impairment losses recognized in respect of CGU'’s are allocated to reduce the carrying amounts of the assets in the
unit on a pro rata basis.

Impairment losses, except those on goodwill, recognized in prior years are assessed at each reporting date for any
indications 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 not exceed the carrying amount that would have been determined, net
of depletion and depreciation or amortization, if no impairment loss had been permitted to be recognized.

Impairment — Exploration and Evaluation Assets

E&E Assets are tested for impairment where there is an indication that a particular exploration and evaluation
project may be impaired. Examples of indications of impairment include the decision to no longer pursue the E&E
project or expiry of the rights to explore or failure to receive regulatory approval. In addition, E&E assets are
assessed for impairment upon their reclassification to producing assets (oil and natural gas interests in PP&E). In
assessing the impairment of E&E Assets, the carrying value of the E&E assets would be compared to their
estimated recoverable amount, and in certain circumstances, could include any surplus from PP&E impairment
testing of related CGUs. The impairment of E&E Assets is recognized as additional depletion and depreciation
expense in the income statement.



TENTH AVENUE PETROLEUM CORP.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
In Canadian Dollars DECEMBER 31, 2016

Decommissioning obligations

Decommissioning obligations include legal obligations to retire tangible long-lived assets such as well sites,
pipelines, and production facilities. Provision is made 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 best estimate of expenditure
required to settle the present obligation at the balance sheet date. Subsequent to the initial measurement, the
obligations are adjusted at the end of each period to reflect the passage of time and changes in the estimated
future cash flows underlying the obligation. The increase in the provision due to the passage of time is recognized
as finance costs whereas increases/decreases due to changes in the estimated future cash flows are capitalized.
Actual costs incurred upon settlement of the decommissioning obligations are charged against the provision to the
extent the provision were established.

The Company's estimates of future asset retirement obligations are based on reclamation standards that meet
current regulatory requirements. The estimate of the total liability of future site restoration costs may be subject to
change based on amendments to laws and regulations and as new information concerning the Company's
operations becomes available. Accordingly, the amount of the fiability will be subject to re-measurement at each
reporting period. Any adjustments to this liability will impact the related asset.

Share based compensation

The grant date fair value of options granted to employees, officers, and directors is recognized as share based
compensation expense with a corresponding increase in contributed surplus over the vesting period. A forfeiture
rate is estimated on the grant date and is adjusted to reflect the actual number of options that vest. A Black-Scholes
option pricing model was used to estimate share based compensation with various assumptions that are detailed in
note 8. As the Company does not pay dividends a dividend rate was not considered in the Black-Scholes model.
For options and other share based payments to non-employees, compensation costs are generally measured
based on the estimated fair value of the goods or services received.

Revenue recognition

Revenue from the sale of petroleum and natural gas is recognized based on volumes delivered to customers at
contractual delivery points and rates and when collection is reasonably assured.

Interest income is recognized when earned.

Per share calculations

Loss per share is computed by dividing the loss for the period by the weighted average number of common shares
outstanding during the period. Diluted per share calculations reflect the exercise or conversion of potentially dilutive
securities or other contracts to issue shares at the later of the date of grant of such securities or the beginning of the
period.

Income taxes

Income tax expense comprises current and deferred tax. Income tax expense is recognized in profit or loss 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 reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognized using the balance sheet method, providing for 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 reporting
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 liabilites and assets on a net basis or their tax assets and liabilities will be realized
simultaneously.

10.



TENTH AVENUE PETROLEUM CORP.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
In Canadian Dollars DECEMBER 31, 2016

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 reporting date and are
reduced to the extent that it is no longer probable that the related tax benefit will be realized.

Flow-through shares

The Company may from time to time issue flow-through shares to finance a portion of its expenditure program.
Pursuant to the terms of flow-through share agreements, the tax deductions assaciated with the expenditures are
renounced to the subscribers. The Company recognizes a deferred tax liability for flow-through shares and a
deferred tax expense, at the moment the eligible expenditures are incurred. The difference between the quoted
price of the common shares or the amount recognized in common shares and the amount the investors pay for the
shares (the “premium”) is recognized as an other liability which is reversed as a deferred tax recovery when eligible
expenditures have been made. In instances where the Company has sufficient available tax loss carry forwards or
other deductible temporary differences available to offset the renounced tax deductions, the realization of the
deductible taxable differences will be credited to income in the period of renunciation.

Jointly owned assets

A percentage of the Company’s exploration and production activities are conducted jointly with others, whereby two
or more parties jointly own the assets. These financial statements reflect only the Company’s share of these jointly
owned assets and, once production commences, a proportionate share of the relevant revenue and related costs.

Financial Instruments

All financial instruments are classified into one of the following five categories: fair value through profit and loss,
held-to-maturity, loans and receivables, available-for sale financial assets, or other financial liabilities. On initial
recognition financial instruments are recognized at fair value. Subsequent measurement and recognition of changes
in the value of financial instruments depends on their classification.

Cash and cash equivalents, restricted cash held in trust, accounts receivable and deposits are classified as loans
and receivables and are measured at amortized cost using the effective interest method. At each balance sheet
date, the Company assesses whether loans and receivables are impaired and any impairment is recognized in the
statement of loss. Accounts payable and accrued liabilities are classified as other financial liabilities and are
measured at amortized cost using the effective interest method.

Cash and cash equivalents include cash and highly liquid investments with original maturities of less than three
months.

Business Combinations

For acquisitions goodwill as determined under IFRS represents the excess of the cost of the acquisition over the net
fair value of the identifiable assets, liabilities and contingent liabilities of the acquired assets or company. When the
excess is negative, itis recognized immediately in the Statement of Loss.

Foreign currency translation and transactions

These consolidated financial statements are presented in Canadian dollars. The functional currency of the
Canadian parent entity and its Canadian subsidiaries is the Canadian dollar and the functional currency of the
Company's US subsidiary is the US dollar, which was discontinued in 2015.

Transactions in foreign currencies are translated to the functional currency at exchange rates at the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies are translated to the functional
currency at the period end exchange rate. Non-monetary assets and liabilities denominated in foreign currencies
are translated to the functional currency at the exchange rate at the date of the transaction. Foreign currency
differences arising on translation are recognized in profit or loss.

Assets and liabilities of the US subsidiary are translated to Canadian dollars at exchange rates at the reporting
date. The income and expenses of the US subsidiary are translated to Canadian dollars at exchange rates at the
dates of transactions. Foreign currency differences are recognized in other comprehensive income. Foreign
exchange gains and losses arising from a monetary item receivable from or payable to a foreign operation, the
settlement of which is neither planned nor likely in the foreseeable future, are considered to form part of a net
investment in a foreign operation and are recognized directly in equity in other comprehensive income.

11.



TENTH AVENUE PETROLEUM CORP.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
In Canadian Dollars DECEMBER 31, 2016

Presentation of statement of loss

The Company's statement of loss is prepared primarily by the nature of the expense.

New Accounting Pronouncements

The Company has reviewed the following new and revised accounting pronouncements that have been issued but
are not yet effective and determined that the following may have an impact on the Company's financial statements:

(a) IFRS 15 Revenue from Contracts with Customers:

As of January 1, 2018, the Company will be required to adopt IFRS 15 Revenue from Contracts with Customers.
The new standard replaces IAS 11 Construction Contracts; IAS 18 Revenue, IFRIC 13 Customer Loyalty Programs,
IFRIC 15 Agreements for the Construction of Real Estate, IFRIC 18 Transfers of Assets from Customers and SIC
31 Revenue-Barter Transactions Involving Advertising Services. The new standard dictates the recognition and
measurement requirements for reporting the nature, amount, timing and uncertainty of revenue resulting from an
entity’s contracts with customers. As of December 31, 2016, the Company is still determining the impact that the
adoption of this standard will have on its financial statements.

(b) IFRS 9 Financial Instruments:

As of January 1, 2018, the Company will be required to adopt IFRS 9 Financial Instruments, which is the result of
the first phase of the IASB project to replace IAS 39 Financial Instruments: Recognition and Measurement. The new
standard replaces the current multiple classification and measurement models for financial assets and liabilities with
a single model that has two classification categories: amortized cost and fair value. In addition, updates have also
been applied surrounding hedge accounting requirements which are now more aligned with an entity's risk
management activities. As of December 31, 2016, the Company is still determining the impact that the adoption of
this standard will have on its financial statements.

(c) IFRS 16 Leases:

As of January 1, 2019, the Company will be required to adopt IFRS 16 Leases, which will replace IFRS 17 Leases.
For lessees applying the new standard, a single recognition and measurement model for leases would apply, with
required recognition of assets and liabilities for most leases. As of December 31, 2016, the Company is still
determining the impact that the adoption of this standard will have on its financial statements.

3. RESTRICTED CASH HELD IN TRUST

Restricted cash held in trust includes $51,352 (2015 - $50,709) held by the Alberta Energy and Utilities Board,
$124,629 (2015 - $124,630) held by British Columbia Minister of Energy, Mines and Petroleum Resources and USD
$24,152 (2015 - USD $24,152) held by the Texas Railway Commission.

12



TENTH AVENUE PETROLEUM CORP.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
In Canadian Dollars DECEMBER 31, 2016

4. PROPERTY AND EQUIPMENT

Oil and
Natural Gas Water-well Other
Assets assets assets Total

COST OR DEMMED COST $ $ $ $
Balance, December 31, 2014 825,310 155,800 71,774 1,052,884

Change in estimated asset retirement obligation (930) - - (930)

Foreign exchange - - 904 904
Balance, December 31, 2015 824,380 155,800 72,678 1,052,858

Change in estimated asset retirement obligation (4,189) - - (4,189)
Balance, December 31, 2016 820,191 155,800 72,678 1,048,669
ACCUMULATED DEPLETION, DEPRECIATION
Balance, December 31, 2014 450,464 97,566 62,818 610,848

Foreign exchange - - 253 253

Depletion, depreciation for the year 176,254 15,580 2,332 194,166
Balance, December 31, 2015 626,718 113,146 65,403 805,267

Depletion, depreciation for the year 29,925 15,580 1,746 47,251
Balance, December 31, 2016 656,643 128,726 67,149 852,518
CARRYING AMOUNT $ $ $ $
December 31, 2015 197,662 42,654 7,275 247,591
December 31, 2016 163,548 27,074 5,529 196,151

5. EXPLORATION AND EVALUATION ASSETS

The following table summarizes information about the Company's exploration and evaluation assets:

Cost

Balance, December 31, 2014 $ 69,229
Foreign exchange 13,177
Impairment (82,406)

Balance, December 31, 2015 and 2016 $ -

E&E Assets consist of the Company's exploration and development projects which are pending the determination of
proved and probable reserves and production. Additions represent costs incurred on E&E Assets during the period,
predominantly land acquisition costs and drilling costs on the Company’s first well in Texas.

The Company recognized a $82,406 impairment on the carrying value of the U.S. Assets as of December 31, 2015.

The write down recognizes management's estimate that there is no recoverable salvage value from the existing
assets and management has relinquished the Mineral Leases in Texas on November 30, 2015.

13.



TENTH AVENUE PETROLEUM CORP.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

In Canadian Dollars DECEMBER 31, 2016

6. ASSET RETIREMENT OBLIGATIONS

The Company estimates the total discounted cash flows to settle its asset retirement obligations are approximately
$380,708 (2015 - $334,016). A credit-adjusted risk-free interest rate of 10.0% (2015 — 10%) and an estimated
inflation rate of 1.4% (2015 — 2.0%) was used to calculate the present value of asset retirement obligations.

The following table reconciles the asset retirement obligations:

Asset Retirement Obligations 2016 2015
Balance, beginning of year $ 218,885 $ 191,534
Change in estimate (4,189) (930)
Foreign exchange (2,056) 11,887
Accretion expense 2,430 16,394
Balance. End of year $ 215,070 $ 218,885
Less: current portion (24,855) (24,907)
Long-term portion $ 190,215 §$ 193,978

7. SHARE CAPITAL

Authorized:

Unlimited Common voting shares with no par value

Unlimited First Preferred shares, issuable in series, with rights and privileges to be determined at time of
issue

Issued:

Common shares Number of shares Values

Balance, December 31, 2015 and 2016 6,912,667 $ 12,365,831

8. STOCK OPTIONS

The Company has a stock option plan available to directors, officers, employees and consultants. The maximum
number of common shares reserved for issuance pursuant to the plan cannot exceed 10 percent of the issued and
outstanding common shares. Options vest on grant, are generally exercisable for five years from the date of grant
and are exercisable at prices equal to or greater than the market value of the shares at the date of the grant less
the maximum discount permitted by the stock exchange. At December 31, 2016, there were an additional 41 5,566
common shares that are still available to be reserved for the granting of stock options.

A summary of the status of the Company's stock option plan as at December 31, 2016 and December 31, 2015 and
changes during the years ending on those dates is as follows:

December 31, 2016 December 31, 2015
Weighted Weighted
Average Average
Number of Exercise Price Number of Exercise Price
Options $ Options $
Outstanding, beginning of year 686,700 0.75 686,700 0.75
Granted - - - -
Forfeited / Expired (334,934) (0.75) - -
Outstandirlg_, end of year 351,766 0.75 686,700 0.75
Exercisable, end of year 351,766 0.75 686,700 0.75

Outstanding and exercisable stock options as at December 31, 2016 have a weighted average remaining
contractual life of 1.33 years (2015 — 2.33 years).
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9. INCOME TAXES

The provision for income tax differs from the results that would be obtained by applying the combined Canadian
Federal and Provincial tax rate of approximately 27.0% (2015 — 26.0%) to loss before taxes. The reasons for this
difference are as follows:

2016 2015
Expected income tax reduction $ (20,829) $ (81,368)
Difference resulting from:
Impact of tax rate differences 2,504 12,389
Change in unrecognized tax assets 18,325 68,979
Deferred income tax reduction $ - $ e

The following deferred tax assets have not been recognized in the consolidated financial statements because it is
not probable that future taxable profits will be available against which they can be utilized.

December 31, December 31,

2016 2015
Temporary differences related to property and equipment and asset
retirement obligatoins $ 1,980,180 $ 1,960,838
Non-capital loss carryforwards 19,414,000 19,679,316
Share issue costs 12,240 18,360
Total $ 21,406,420 $ 21,658,514

Canadian and U.S. non-capital loss carryforwards of $19.4 million expire between 2026 and 2033.

10. RELATED PARTY TRANSACTIONS

The Company has determined that the key management personnel of the Company consists of its officers and
directors. The following table provides information on compensation expense related to officers and directors.

December 31, December 31,
2016 2015

Wages, consulting fees and benefits $ 61,623 § 95,634

The sum of $45,798 was charged by Gregory J. Leia Professional Corporation (operating as Wolff Leia, Barristers
and Solicitors) a corporation owned by Gregory J. Leia (CEO, director) (2015 - $50,450). The sum of $15,825 was
charged by 903164 Alberta Ltd. which was related to Brian Paige, CFO, who was providing accounting services.

11. PER SHARE AMOUNTS

Basic loss per share has been calculated using the weighted average number of common shares outstanding
during the year of 6,912,667 (2015 - 6,912,667). As the Company was in a loss position, there was no change in
the numerator or denominator in calculating diluted loss per share. The effect of all stock options and warrants has
been excluded from the calculation as they are anti-dilutive.
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12. FINANCIAL INSTRUMENTS

The Company's Board of Directors and management have overall responsibility for the establishment of risk
management strategies and objectives. The Company's policies are established to identify the risks faced by the
Company, to set appropriate risk limits, and to monitor adherence to risk limits.

Fair value - The fair value of cash and cash equivalents, accounts receivable, deposits, restricted cash held in trust,
and accounts payable and accrued liabilities approximate their carrying values due to their short term to maturity or
because they bear interest at market rates.

Credit risk — Consists of cash and cash equivalents, restricted cash held in trust and accounts receivables. A
portion of the Company's accounts receivable are with joint venture partners in the petroleum and natural gas
industry and is subject to normal credit terms. The Company generally extends unsecured credit to these
customers and, therefore, the collection of accounts receivable may be affected by changes in economic or other
conditions. The carrying value of accounts receivable reflects management's assessment of the associated credit
risk. The Company is also exposed to credit risk on certain deposits to the extent that the Company may not be
refunded these amounts. The Company does not anticipate any default or non-performance by its oil and gas sales
customers. As such a provision for doubtful accounts has not been recorded at December 31, 2016 and 2015,
except as noted below:

The Company has Nil amount as uncollectable in 2016 (2015 - $56,518).

Liquidity risk - The Company approach to managing liquidity is to ensure, as far as possible, that it will have
sufficient liquidity to meet its obligations when due, under normal and stressed conditions without incurring
unacceptable losses or risking harm to the Company's reputation. The Company has to date required funds from
private placements to finance capital expenditures and operations (see notes 1 and 2).

Commodity price risk - The Company is exposed to oil and gas commodity price risk and has not entered any
financial derivatives to manage this risk.

Interest rate risk ~ the Company's exposure to interest rate risk is low.
13. CAPITAL DISCLOSURES

The Company’s objective when managing capital is to maintain the confidence of shareholders and investors in the
implementation of its business plans by maintaining sufficient levels of liquidity to fund and support its exploration
and development as well as other corporate activities. The Company's capital historically has been derived from the
issuance of equity or debentures. Management monitors its financial position on an ongoing basis. Equity or
debentures are issued to finance drilling programs and the Company'’s operations (see notes 1 and 2).

14. DISCONTINED OPERATIONS

On November 30, 2015, the Company's mineral lease agreements in Texas, USA expired and the Company
discontinued operations in the United States. Prior to the discontinued operations, Tenth Avenue had two reportable
segments consisting of Canada and the United States. Results from the Company's discontinued operations in the
United States are summarized as follows.
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December 31, December 37,
2016 2015
Royalties $ - 8 -
Other income - -
Production and transportation - (12,215)
General and administrative - (10,739)
Cash used by discountinued operatons - (22,954)
Depletion, depreciation and impairment - (82,532)
Allowance for bad debts - (56,518)
Accretion - (3,628)
Operating loss from discountinued operations - (165,632)
Foreign currancy translation adjustment - 134,519
Loss from discontinued operations $ - $ (31,113)

As a result of the US operation being classified as discontinued operations as at December 31, 2015, $134,519 of
foreign currency translation previously included in accumulated other comprehensive income, corresponding to the
US operations being discontinued were reclassified in the current year and included in income (loss) from
discontinued operations in the statement of loss and comprehensive loss.

15. Subsequent Event Note
On April 12, 2017, the Company raised $100,000 by way of non-broker private placement by the sale of 2,000,000

units at $0.05 per unit. Each unit consists of 1 common share and 1 common share purchase warrant entitling the
holder to purchase 1 common share any time within 3 years of issuance for $0.075 per common shares.
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