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    Pulse Oil’s Fourth Quarter 2021 Management’s Discussion and Analysis 
 
 Overview 
 
The following is management’s discussion and analysis (“MD&A”) of the consolidated financial position and 
consolidated results of operations of Pulse Oil Corp. (the “Company” or “Pulse”) for the year ended December 
31, 2021 and to the date of this report on May 2, 2021. This MD&A should be read in conjunction with Pulse’s 
audited consolidated financial statements for the year ended December 31, 2021 and the notes thereto (the 
“2021 Financial Statements”). Pulse’s audited consolidated financial statements have been prepared in 
accordance with accounting policies consistent with International Financial Reporting Standards (“IFRS”) as 
issued by the International Accounting Standards Board (“IASB”) and interpretations of the International 
Financial Reporting Interpretations Committee (“IFRIC”). Results for the fiscal year ended December 31, 2021 
are not necessarily indicative of future results.  All dollar amounts included in the following MD&A are 
expressed in Canadian dollars.  Readers are cautioned that this MD&A contains “non-IFRS measures” and 
“forward-looking statements” which are discussed at the end of this MD&A. 
 
Additional information regarding Pulse and its activities is available under its profile on SEDAR at 
www.sedar.com, or by requesting further information from Pulse’s head office located in Vancouver, British 
Columbia, Canada by emailing info@pulseoilcorp.com.  
 
Description of Business  
  
Pulse is the owner and operator of proven producing oil and gas assets in Alberta with significant opportunity to 
increase production, reserves and cashflow through a well planned, safe and technically diligent work program.  
Pulse currently trades on the TSX Venture Exchange (“TSXV”) under the symbol “PUL”.  After the 2020 year 
was completed with seemingly unending challenges, Pulse was able to move forward with a number of 
strategic decisions to be able to continue operating and work to recapitalize the Company via a Rights Offering 
that closed in May 2021.  Following the completion of the rights offering, raising total aggregate gross proceeds 
of $1,515,924, Pulse was able to reactivate a number of shut-in wells to begin growing cashflow and prepare 
for some capital projects to commission its 100% owned production and water injection facility in its Bigoray 
field.  This work allowed the company to restart several more wells that had been shut in for the past year.  
Moving to the end of 2021, the Company was able to grow its daily production from approximately 25 BOE/d at 
the end of 2020 to approximately 375 BOE/d at the end of 2021.  As of the date of this report, the company is 
also able to announce the completion of a further equity financing that closed on May 2, 2022 to be able to 
provide the needed capital to move ahead with its Enhanced Oil Recovery (“EOR”) project that is now expected 
to start by the end of 2022. 
 
Looking back, Pulse’s business began after completing its Qualifying Transaction (the “QT”) as discussed 
below and after slowly building back from the difficulties discussed in 2020, Pulse continues to be an active oil 
and gas producer and acquirer in the oil and gas business with a focus in Canada. After completion of the QT 
in March 2017, Pulse completed strategic transactions to acquire 100% of the Company’s Bigoray assets, 
which hold substantial Enhanced Oil Recovery upside. These assets, along with a 100% interest in Pulse’s 
Queenstown oil and gas assets that contain several infill development drilling locations and additional 
exploration opportunities, has positioned Pulse to grow production and reserves. 
 
As part of the oil and gas business, commitments have been made by Pulse in regards to capital costs, 
management time and effort, as well as ongoing commitments to grow the business in a competitive industry, 
most of these costs have been incurred thus far.  Currently, no significant commitments have been made, but 

http://www.sedar.com/
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plans are being finalized to be able to complete the necessary investments needed to move forward with the 
EOR program. These assets, and the commitments Pulse has made to date, are discussed later in this MD&A 
and in Pulse’s accompanying consolidated financial statements for the year ended December 31, 2021.  
 
Pulse’s success in the future will largely be determined by its ability to continue to acquire new oil and gas 
assets in a competitive acquisition market, conduct operations safely and efficiently to increase production, 
cash flow and reserves to fund Pulse’s business plan.  After the historically low commodity prices encountered 
in 2020, 2021 was a year of rebound with prices recovering to their pre pandemic levels and ending the year 
near historic highs.   As of the date of this report, global instability has further pushed oil prices to exceed $100 
USD/bbl for the majority of the year to date.    
 
Highlights of this MD&A 
  
Pulse will discuss its key updates relating to its oil and gas assets in Alberta and will discuss the Company’s 
business plan, financial resources, and its updated share capital. 

Overview of 2021 

• McDaniel, a qualified independent reserves evaluator in accordance with National Instrument 51-101 and 
the COGE Handbook, completed their independent reserves assessment (the “Assessment”) on Pulse’s 
interests within the Bigoray and Queenstown core operating areas as at December 31, 2020.  The 
Assessment was effective December 31, 2020 and resulted in a pre-tax net present value of $21.619 
million for Pulse’s proved plus probable (“2p”) reserves and $13.666 million for Pulse’s proved (“1p”) 
reserves, using a 10% discount rate to Pulse’s net working interest. This represents a decrease in the 
value of 1p reserves of 23.4% and a decrease in the value of 2p reserves of 27.3% when compared to 
December 31, 2019.  The decrease is a result of a conservative price forecast that had existed at 
December 31, 2020 and due to the releasing of a number of lands in the Queenstown area that had some 
future development wells and reserves associated. 

• In January, the company was able to re-activate its first well in the Bigoray field, joining one well that had 
continued to produce, increasing production and cashflow. 

• On March 26, the company announced a rights offering to existing shareholders with a fully guaranteed 
standby agreement.  The company successfully completed the rights offering raising total aggregate gross 
proceeds of $1,515,924 on April 30, 2021. 

• In June 2021, the company completed the installation of an injection facility at its Bigoray field to be able to 
reactivate several wells.  The company commissioned the facility along with the reactivation of another well 
in the Bigoray field.   

• In September, the company completed another reactivation of a well that Pulse drilled in 2019, further 
increasing the production from the Bigoray field.  Additionally, the company completed a test on a well 
nearby to its production facility and has determined that it is a candidate for full-time production. The final 
pipeline tie-in has being completed to be able to reactivate the well to full-time production.  As of the date of 
this report, the company is awaiting final regulatory approval to reactivate the pipeline and start full-time 
production on the well. This pipeline, along with several other lines, were recently transferred to Pulse in 
order to provide a key part of the infrastructure required for both current production, but more importantly, 
for the next steps in the implementation of the EOR project. 

• Additionally, the company has been diligently working to get additional gas from our Bigoray facility tied in 
to nearby gas infrastructure to further benefit from the beneficial gas pricing that currently exists.  As of the 
date of the report, the final steps of the regulatory approval process are being completed to be able to 
complete the final tie-in. 
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• In Queenstown, a well cleanout operation was completed on a well at the end of 2021 that allowed for it to 
resume production.  The plan for the second well drilled in 2018 to be cleaned out is planned for Q1 of 
2022. 
 

2022 Overview to Date 

• McDaniel, a qualified independent reserves evaluator in accordance with National Instrument 51-101 and 
the COGE Handbook, completed their independent reserves assessment (the “Assessment”) on Pulse’s 
interests within the Bigoray and Queenstown core operating areas as at December 31, 2021.  The 
Assessment was effective December 31, 2021 and resulted in a pre-tax net present value of $34.59 million 
for Pulse’s proved plus probable (“2p”) reserves and $22.71 million for Pulse’s proved (“1p”) reserves, 
using a 10% discount rate to Pulse’s net working interest. This represents an increase in the value of 1p 
reserves of 66.2% and an increase in the value of 2p reserves of 60% when compared to December 31, 
2020. 

• In January, the company completed a cleanout of an additional well in its Queenstown field.  This well is 
still undergoing recovery of its load fluid injected during the cleanout operations.  Anticipated full-time 
production rates are expected subsequent to the date of this report. 

• On February 17, the company announced the offering of a planned private placement to further the 
advancement of the Company’s 100% owned Bigoray area Enhanced Oil Recovery program (EOR) with 
the intention to raise approximately $12,500,000.   

• In April, the company was able to purchase a number of vessels, pumps and tanks that will be critical EOR 
infrastructure.  As of the date of this report, the company is moving ahead with plans to install the 
equipment at its injection facility.  Along with the infrastructure, the company is moving ahead with the 
engineering work required to begin the EOR later in the year. 
 

Fourth Quarter and Annual Discussion of Operations 

Operations, for the year ended December 31, 2021 and subsequent, continued the efforts of the company to re-
establish production from shut-in wells and to complete the commissioning of a 100% owned production and 
injection facility.  These efforts increased production and cash flow, particularly as prices for oil and gas has 
reached near historic highs late in the year and as of the date of this report. Subsequent to the year-end, 
additional work has been completed to negotiate the acquisition of solvent and design the necessary 
infrastructure required to begin the injection phase of the EOR project later in the year.       

The Company also reports that price differentials had remained low and oil pricing had continued to improve for 
the duration of the fourth quarter and has continued through the date of this report.  The company was able to 
grow production throughout the year from approximately 25 BOE/d at the end of 2020 to approximately 375 
BOE/d at the close of 2021. With the volatility with the commodity market, particularly subsequent to the year 
due to global instability caused by the Ukraine crisis, the company will continue to monitor pricing and its 
production to make the best decisions for the company and its shareholders. 

Bigoray Assets (100% owned and operated): 
 

These 100% owned and operated assets consist of proved and probable reserves (McDaniel & Associates 
Consultants Ltd.) of 1,584,400 BOE (NPV10: $32,326,500) as of December 31, 2021 and 5,029 net acres of 
land.  

Pulse finished the year with the goal to reactivate all of its previously shut-in wells and start up some additional 
production following the completion of its production and water injection facility.  The company was able to 
accomplish these goals by starting the facility in July 2021 and restarting all of its previously shut in wells 
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throughout the year.  Additionally, one new well was re-started in September with another one awaiting final 
regulatory approval of a pipeline to begin full-time production. 

Subsequent to the year, the company has been diligently working to complete negotiations on the acquisition of 
solvent required for the injection phase of the EOR, as well as the design work for the infrastructure required to 
begin this injection.  As of the date of the report, both of these tasks are well underway and additional updates 
are expected on this progress later in Q2. 

Queenstown Assets (100% interest and operator): 
 

These 100% owned and operated assets consist of proved and probable reserves (McDaniel & Associates 
Consultants Ltd.) of 258,900 BOE (NPV10: $2,263,200) as of December 31, 2020 and consist of 4,781 net 
acres of land. 

These assets had been shut in at the beginning of the year, but with the recovery of oil and gas prices 
throughout the year improving the economics of the wells, 5 wells have since been restarted to full-time 
production.  In Q4, one of these wells underwent a cleanout to improve its production, with a second well 
undergoing a cleanout subsequent to the year.  After starting the year at nil production, the company ended the 
year producing approximately 120 BOE/d from the field. 

 

 
Update to the Corporate Reserves 

In accordance with National Instrument 51-101 – Standards of Disclosure for Oil and Gas Activities (“NI 51-
101”) and the Canadian Oil and Gas Evaluation Handbook, Pulse engaged qualified independent reserves 
evaluator McDaniel & Associates Consultants Ltd. to prepare a report on the reserves of the Queenstown and 
Bigoray core operating areas for the Fiscal Year 2021 (“FY2021”). 

The assessments were effective December 31, 2021 and resulted in pre-tax net present values of $34.6 million 
(FY2020:  $21.6 million) proven plus probable (“2p”) reserves and $22.7 million (FY2020: $13.2 million) proven 
(“1p”) reserves, using a 10% discount rate to Pulse’s net working interest.  The Bigoray and Queenstown 
Reserves are detailed as follows and are not described on a BOE basis: 

Property Description 
Proved 

(1P) 

(MBOE) 

Proved & 
Probable (2P)                   

(MBOE)  

Proved: 
NPV10 (3) Proved & Probable: NPV10 (3) 

Bigoray Assets (1,2)    1,047.0 1,584.4 21,173,900 32,326,500 

Queenstown Assets (1) 127.0 258.9 1,540,400 2,263,200 

Total  1,174.0 1,843.4 22,714,400 $34,589,700 

1. NPV10’s use forecast pricing and costs based on the opinion of the independent reserve evaluator of the future crude oil, natural gas and 
natural gas product prices on the effective date of the reserve evaluation and escalate annually at a rate of 2% per year, in Canadian 
dollars. The forecast of commodity prices used can be found at http://www.mcdan.com/priceforecast  

http://www.mcdan.com/priceforecast
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2. Pulse’s summary does not include any estimates on new potential reserves from planned Bigoray EOR project, nor Duvernay Shale, 
Cardium or Pekisko upside. 

A complete breakdown of reserves and net present value information can be found in the Company’s Form 51-
101F1 – Statement of Reserves Data and Other Oil and Gas Information as at December 31, 2021, that can be 
viewed in the Company’s fiscal 2021 Annual Information Form on the SEDAR website at www.sedar.com. 

Selected Annual Information  December 31, 
2021 

 December 31, 
2020 

 December 31, 
2019 

Revenue $    3,246,921 $       990,245 $   2,213,318 

Net income (loss) from continuing 
operations 

$       823,113 $  (3,176,329) $  (3,102,470) 

Net gain (loss) per share from 
continuing operations 

$            0.00 $          (0.02) $          (0.02) 

Cash-flow from (used in) operating 
activities  

$       953,810 $    (105,629) $  (2,030,548) 

Cash-flow from (used in) financing 
activities 

$    1,606,281 $    (127,493) $      873,251 

Cash-flow used in investing activities $  (2,516,997) $      (43,572) $ (8,750,325) 
 
 

Summary of Quarterly Results  Q4 2021  Q3 2021  Q2 2021  Q1 2021 

Revenue (gross) $        1,425,309   $        934,580   $       527,552 $         359,480 

Net income (loss) from continuing 
operations 

$           721,363   $          28,133   $     (157,853) $         231,470 

Net income (loss) per share from 
continuing operations 

$                0.00   $              0.00   $           (0.00) $               0.00 

Cash-flow from (used in) operating 
activities  

 $          645,387   $        482,841   $       (27,548) $       (146,870) 

Cash-flow provided by (used in) 
financing activities 

 $          (35,575)   $        (93,213)   $    1,378,950 $         356,119 

Cash-flow used in investing activities  $        (865,817)   $      (771,637)   $     (753,283) $       (126,260) 

Change in cash during the period   $        (256,005)   $      (382,009)   $       598,119 $           82,989 

Cash  $           145,605   $        401,610   $       783,619 $         185,500 

Total assets $      20,016,844   $   18,756,110   $  18,466,187 $    17,364,240 

Total non-current financial liabilities   $       3,420,793   $     3,276,884   $    3,367,699  $     3,230,985 

http://www.sedar.com/
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Total liabilities  $       6,001,689  $     5,462,318  $    5,198,132  $     5,412,282 

Shareholders deficit  $     (8,050,763)  $   (8,772,126)  $  (8,800,259)  $   (8,642,406) 

 

Summary of Quarterly Results 
(Continued) 

 Q4 2020  Q3 2020  Q2 2020  Q1 2020 

Revenue (gross) $          120,477 $          285,075 $       206,325 $          378,368 

Net loss from continuing operations $     (2,087,880) $       (216,590) $      (337,955) $       (533,904) 

Net loss per share from continuing  
Operations $             (0.01) $             (0.00)  $           (0.00) $             (0.00) 

Cash-flow from (used in) operating 
activities 

 $         (18,834) $           89,752  $     (110,926) $         (65,621) 

Cash-flow used in financing activities  $         (49,169) $         (40,831)  $       (10,831) $       (125,000) 

Cash-flow used in investing activities  $                     - $         (20,593)  $         (6,702) $         (16,277) 

Increase (decrease) in cash during the 
period 

 $           30,335 $           28,328  $     (128,459) $       (206,898) 

Cash  $         102,511 $           72,176  $         43,848 $          172,307 

Total assets $    17,223,759 $    18,736,856  $   18,790,939  $    19,007,724 

Total non-current financial liabilities  $      2,843,447  $      2,819,886  $     2,907,279  $      2,961,558 

Total liabilities  $      5,495,221  $      4,980,438  $     4,757,931  $      4,636,761 

Shareholders deficit  $   (8,873,876)  $    (6,845,996)  $  (6,569,406)  $    (6,231,451) 

 

As of December 31, 2021, Pulse had negative working capital of $1,803,730 compared to $2,413,066 as at 
December 31, 2020.  The working capital was improved during 2021, as Pulse was able to use funds from the 
Rights Offering to clear off some liabilities and to restart some capital projects to be able to improve its cash 
flow. The company was able to invest capital on operations on wells in both of its fields, as well as a significant 
amount of capital into the facility in its Bigoray field to allow the company to activate a number of wells and be 
further prepared to move into the EOR project. 

The strength in commodity prices throughout the year assisted the company to improve upon its cash position 
as production numbers increased.  The company intends to have a positive working capital by the second 
quarter of the year.   

Pulse management feel the variations in quarterly information when compared to 2020 values are a result of 
the increased commodity pricing and the capital investments made by the company to allow for increases in 
both production and revenue throughout most of 2021.  The operating costs have begun to increase 
proportionately to the changes in revenue and production that have been increasing during the second half of 
the year.  The effects of COVID-19 seem to be stabilized in the industry and are having little impact on the 
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companies operations currently.  Changes in the accounting and legal fees in relation to 2020 were primarily 
due to the financing efforts that were terminated in October 2020 that resulted in higher than normal legal fees 
to be incurred.   

For each of the three most recently completed years, the financial data has been prepared in accordance with 
the accounting policies summarized in Note 3 of the 2021 Financial Statements. 

 

Liquidity and Capital Resources  
 

  

For the Year 
Ended  

December 31, 
2021 

For the Year 
Ended  

December 31, 
2020 

For the Year 
Ended  

December 31, 
2019 

Cash  $            145,605 $            102,511 $           379,205 

Working capital $       (1,803,730) $       (2,413,066) $       (1,147,158) 

Contractual Obligations $                      - $                      - $                      - 

Cash-flow from (used in) 
operating activities 

$            953,810 $         (105,629) $       (2,030,548) 

Property acquisition liability $            842,326 $           985,232 $        1,100,951 

 
Pulse is being very prudent in evaluating any changes in the current pricing of oil and gas to ensure that all 
business decisions are being completed with the understanding of the current cash flow of the company.   The 
company began negotiations with a majority of its vendors in relation to its existing accounts payable in late 
2020.  The company was able to negotiate settlements during the year to reduce its outstanding accounts 
payable balance by more than $600,000.  
 
The Company’s operational plan is in place to continue to use cash flow from operations, but continue to 
explore additional funding opportunities. The company intends to use the proceeds to further the EOR project 
that it intends to begin the injection phase later in 2021.  All currently planned capital projects for 2022 are 
related to infrastructure requirements to proceed with the EOR. 
 
Pulse’s short and long-term plans are heavily dependent on Pulse’s ability to fund the Bigoray EOR project, 
combined with cost-effective options to growing production rates and cashflow from existing wells.  
 
Share Capital 
 
During the year ended December 31, 2019, 7,383,008 share purchase warrants were exercised for $0.17 per 
share for cash proceeds of $1,255,111.  Also during the year, 31,061,476 share purchase warrants expired.   
 
During the year ended December 31, 2020, there were no changes in share capital. 
 
During the year ended December 31, 2021, 151,592,357 common shares were issued as part of the rights 
offering.  Additionally, 37,500,000 purchase warrants were issued as part of the standby agreement signed as 
part of the rights offering.  At December 31, 2021, there were 303,184,714 common shares outstanding (fully 
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diluted:  340,684,714).   
 
Pulse’s authorized share capital consists of one class of shares, being common shares. 
 
On February 17, 2022, the Company announced a private placement financing of approx. $12.5 million at a 
price of $0.05 per unit with each unit consisting of one common shares and one share purchase warrant 
exercisable for a period of one year from the close of the financing. The exercise price of purchase warrants is 
$0.065. The private placement financing is expected to close in Q2 2022. 
 
For more information, related to Pulse’s share capital, please refer to Note 8 and Note 18 of the accompanying 
consolidated financial statements for the period ended December 31, 2021. 

 
      Commitments and Contingencies 
 

As at December 31, 2021 the Company has committed to the following: 
 

Commitment Financial 
Implication 

Frequency Initial 
Payment 

Completion 

Long-Term Liability 
– Bigoray Purchase 

31,932 Monthly October 1, 
2021 

March 1, 2024 

 
Related Party Transactions: 

As required under IAS 24, related party transactions include compensation paid to the Company’s CEO, COO 
and CFO, as well as to the remaining board of directors (the “Board”) as part of the ordinary course of Pulse’s 
business.  Pulse is of the view that the amounts incurred for services provided by related parties approximates 
what Pulse would incur to arms-length parties for the same services.  
 

Description 2021 Q4 2021 2020 Q4 2020 
Salaries paid to the CEO $ 198,640 $  92,650 $ 115,625 $ 23,125 

Management fees paid to the CFO     107,684     51,011      62,500    12,500 
Salaries paid to the COO       19,040     19,040         92,500           - 
Management fees paid to directors              -           -              -           - 
Operating expenses on oil and gas 
properties paid to company controlled by 
a Director or Officer 

             -           -      32,000           - 

 $ 325,364  $162,701 $ 302,625  $35,625 
 
Pulse reports that no other related party transactions have occurred during the year ended December 31, 2021. 
Please also refer to note 9 of the accompanying consolidated financial statements for the year ended 
December 31, 2021. 
 
Annual and Special Meeting 

Pulse’s latest annual and special meeting of shareholders was held on April 21, 2022, in Vancouver, British 
Columbia. All proposed resolutions were passed. 

Risk Factors 
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Readers should refer to the risk factors summarized under the heading “Risk Factors” in the Company’s fiscal 
2021 Annual Information Form which is available on the SEDAR website at www.sedar.com. 
 
Pulse’s management team conducts focused strategic planning and has identified the key risks, uncertainties 
and opportunities associated with the Company’s business that can affect its financial results. These key risks 
and uncertainties include, but are not limited to, the following: 
 
RESERVES AND RESOURCE ESTIMATES 

 
Pulse’s exploration and production activities are concentrated in the Western Canada Sedimentary Basin, 
where the industry is very competitive. There are a number of risks facing participants in the oil and natural gas 
industry, some of which are common to all businesses, while others are specific to the sector. These include 
risks such as finding and developing oil and natural gas reserves economically, geological risk, estimating 
reserves, producing the reserves in commercial quantities, finding a suitable market at attractive commodity 
prices, financial and liquidity risks, and environmental and safety risks. Pulse’s future oil and natural gas 
reserves and production and, therefore, its cash flows, will be highly dependent on the Company’s success in 
exploiting its reserve base, executing a successful exploration program and acquiring additional reserves. 
 
The Company mitigates the risk of finding and developing economical oil and natural gas reserves by utilizing a 
team of highly qualified professionals with expertise and experience in these areas. Pulse attempts to maximize 
drilling success by exploring areas that have multi-zone opportunities, including targeting deeper horizons with 
uphole potential, continuously assessing new acquisition opportunities to complement existing activities and, 
depending on the scope of the resource, balancing higher-risk exploratory drilling with lower risk development 
drilling. 
 
Beyond exploration risk, there is the potential that the Company’s oil and natural gas reserves may not be 
economically produced at prevailing prices. Pulse minimizes this risk by generating exploration prospects 
internally, targeting high quality projects, operating projects, and by attempting to access sales markets through 
Company owned infrastructure or mid-stream operators. 
 
Pulse has retained independent reserves evaluators that assist the Company in evaluating oil and natural gas 
reserves. Reserve values are based on a number of variable factors and assumptions such as commodity 
prices, projected production, future production costs and governmental regulation. The reserves and recovery 
information contained in the independent reserves evaluation is an estimate. The actual production and 
ultimate reserves from the properties may be greater or less than the estimates prepared by the independent 
reserves evaluator. 
 
Estimates of the Company's reserves and the net present value of future net revenue attributable to the 
Company's reserves as at December 31, 2021 are based upon the report that was prepared by McDaniel and 
Associates Consultants Ltd..  The estimates of reserves provided in this document are estimates only and there 
is no guarantee that the estimated reserves will be recovered. Actual reserves may be greater than or less than 
the estimates provided in this in this document, and the differences may be material. The estimates of reserves 
and future net revenue for individual properties may not reflect the same confidence level as estimates of 
reserves and future net revenue for all properties, due to the effects of aggregation.  
 
Estimates of net present value of future net revenue attributable to the Company's reserves do not represent 
the fair market value of the Company's reserves and there is uncertainty that the net present value of future net 
revenue will be realized. There is no assurance that the forecast price and cost assumptions applied by 

http://www.sedar.com/


Q4 2021 

 
10  

McDaniel and Associates Consultants Ltd. in evaluating Pulse's reserves will be attained and variances could 
be material. See “Oil and Gas Metrics and Definitions” below for more details. 

 
OPERATIONAL MATTERS 

 
The operation of oil and natural gas wells involves a number of operating and natural hazards that may result in 
blowouts, environmental damage and other unexpected or dangerous conditions resulting in damage to Pulse 
and possible liability to third parties. Pulse has established an environmental, health and safety program and 
has updated its operational emergency response plan and operational safety manual to address these 
operational issues. Pulse maintains a comprehensive insurance plan, which includes liability insurance, where 
available, in amounts consistent with industry standards, to the extent that such insurance is available, to 
mitigate risks and protect against significant losses where possible. Pulse may become liable for damages 
arising from such events against which it cannot insure or against which it may elect not to insure because of 
high premiums or other reasons. Pulse operates in accordance with all applicable environmental legislation and 
strives to maintain compliance with such regulations. 
 
Pulse’s mandate includes the ongoing development of procedures, standards and systems to allow Pulse staff 
to make the best decisions possible and to ensure that those decisions are in compliance with the Company’s 
environmental, health and safety policies. Although management takes all reasonable steps to verify and 
ensure title to properties in which Pulse has an interest in, management can provide no assurance that there 
will be no title disputes or undetected deficiencies in title. 
 
The Company’s production processed through facilities owned by third parties may be affected as these 
facilities may discontinue or decrease operations either as a result of normal servicing requirements or as a 
result of unexpected events. A discontinuation or decrease of operations could have a materially adverse effect 
on Pulse’s ability to process its production and deliver the same for sale. 
 
 
COMMODITY PRICE RISK 

 
Commodity prices for petroleum and natural gas are impacted by global economic events that dictate the levels 
of supply and demand, as well as the relationship between the Canadian dollar and the U.S. dollar. 
 
Recent market events and conditions, including global excess oil and natural gas supply, recent actions taken 
by the Organization of the Petroleum Exporting Countries, slowing growth in China and other emerging 
economies, market volatility and disruptions in Asia, and sovereign debt levels in various countries, have 
caused significant weakness and volatility in commodity prices. These events and conditions have caused a 
significant decrease in the valuation of oil and gas companies and a decrease in confidence in the oil and gas 
industry. These difficulties have been exacerbated in Canada by the recent changes in government at a federal 
level and, in case of Alberta, the provincial level and the resultant uncertainty surrounding regulatory, tax and 
royalty changes that may be implemented by the new governments. In addition, the inability to obtain the 
necessary approvals to build pipelines and other facilities to provide the oil and gas industry in Western Canada 
better access to markets has led to additional uncertainty and reduced confidence in the oil and gas industry in 
Western Canada. 
 
The economics of producing from some wells has changed, and is anticipated to continue to change as a result 
of lower commodity prices, which could result in reduced production of oil or natural gas and a reduction in the 
volumes of the Company’s reserves. Any substantial and extended decline in the price of oil and natural gas 
would have an adverse effect on the Company’s carrying value of its proved reserves, borrowing capacity, 
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revenues, profitability and cash flows from operations. The Company might also elect not to produce from 
certain wells due to a prolonged period of adverse market conditions. Volatile oil and natural gas prices make it 
difficult to estimate the value of producing properties for acquisition and often cause disruption in the market for 
oil and natural gas producing properties, as buyers and sellers have difficulty agreeing on such value. Price 
volatility also makes it difficult to budget for and project the return on acquisitions and development and 
exploitation projects. 
 
Given the current market conditions in the Canadian oil and gas industry, the Company may have difficulty 
raising additional funds in the future or if it is able to do so, it may be on unfavorable and highly dilutive terms. 
The Company does not have any financial risk management contracts in place at December 31, 2021 to 
manage these risks (December 31, 2020 – none). 
 
INTEREST RATE RISK 

 
The Company’s exposure to fluctuations in interest on its net (loss) income and comprehensive (loss) income, 
assuming reasonably possible changes in the variable interest rate of +/- 1%, is insignificant. This analysis 
assumes all other variables remain constant. 
 
FOREIGN EXCHANGE RISK 

 
The Company is exposed to foreign currency fluctuations as oil and gas prices received. 
 
CREDIT RISK 

 
The Company’s credit risk exposure is related to accounts receivables, joint interest billings, goods and 
services tax receivable, and cash. As at December 31, 2021, the Company had $11,755 net receivable from 
GST/HST with the remaining balance collectible from trade receivables. The Company’s allowance for doubtful 
accounts at December 31, 2021, was $Nil (December 31, 2010 - Nil). The Company expects to collect all other 
outstanding receivables. The Company retains its cash deposits with highly reputable financial institutions. At 
December 31, 2021 and 2020, all cash was held with large Canadian financial institutions. 

 
LIQUIDITY RISK 
 
Liquidity risk is the risk that the Company will not be able to meet its obligations associated with its financial 
liabilities. The Company has historically relied upon equity financings to satisfy its capital requirements and will 
continue to depend heavily upon these financing activities, supplemented by operating cash flows. 
 
CAPITAL MANAGEMENT 

 
The Company’s primary objectives in managing its capital structure are to maintain a flexible capital structure, 
which optimizes the costs of capital at an acceptable level of risk, which maintains sufficient liquidity to support 
ongoing operations, capital expenditure programs, and strategic initiatives, and which maximizes shareholder 
returns. The Company manages its capital structure to support current and future business plans and 
periodically adjusts the structure in response to changes in economic conditions and the risk characteristics of 
the Company’s underlying assets and operations. 
 
The Company monitors metrics such as the Company’s debt-to-equity and debt-to-cash flow ratios, among 
others to measure the status of its capital structure. The Company has currently not established fixe 
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quantitative thresholds for such metrics. Depending on market conditions, the Company’s capital structure may 
be adjusted by issuing or repurchasing shares, issuing or repurchasing debt, refinancing existing debt 
modifying capital spending programs and disposing of assets. The Company considers its capital structure to 
include shareholders’ equity. 
 
The oil and natural gas industry is a very capital-intensive industry, and in order to fully realize the Company’s 
strategic goals and business plans, Pulse will rely on equity markets as a source of new capital in addition to 
bank financing and internally generated cash flow to fund its ongoing capital investments. Pulse’s ability to raise 
additional capital will depend on a number of factors that are beyond the Company’s control, such as general 
economic and market conditions. Internally generated funds will also fluctuate with changing commodity prices. 

 
CHANGES IN INCOME TAX LEGISLATION 

 
In the future, income tax laws or other laws may be changed or interpreted in a manner that adversely affects 
Pulse or its shareholders. Tax authorities having jurisdiction over Pulse or its shareholders may disagree with 
how Pulse calculates its income for tax purposes to the detriment of Pulse and its shareholders.  
 
ENVIRONMENTAL CONCERNS 

 
The oil and natural gas industry is subject to environmental regulation pursuant to local, provincial and federal 
legislation. A breach of such legislation may result in the imposition of fines or issuance of clean-up orders in 
respect of Pulse or its working interests. Such legislation may be changed to impose higher standards and 
potentially more costly obligations to Pulse. Pulse focuses on conducting transparent, safe and responsible 
operations in the communities in which it operates. 
 
PROJECT RISKS 

 
Pulse’s ability to execute projects and market oil and natural gas depends on numerous factors beyond its 
control, including the availability of processing capacity, availability and proximity of pipeline capacity, 
availability of storage capacity, supply of and demand for oil and natural gas, availability of alternative fuel 
sources, effects of inclement weather, availability of drilling and related equipment, unexpected cost increases, 
accidental events, change in regulations, and availability and productivity of skilled labour. Because of these 
factors, Pulse may be unable to execute projects on time, on budget or at all, and may not be able to effectively 
market the oil and natural gas that it produces. 
 
Basis of Presentation 

 
The 2021 Financial Statements have been prepared on a historical cost basis, except for financial instruments, 
which are classified as fair value through profit or loss. In addition, the financial statements have been prepared 
using the accrual basis of accounting, except for cash flow information. The accounting policies have been 
applied consistently to all periods presented in the audited consolidated financial statements. The Company’s 
financial statements are presented in Canadian dollars, which is the functional currency of the Company. 
 

  Critical Accounting Estimates 
 

The timely preparation of financial statements and the financial information contained in this MD&A requires 
that management make estimates and assumptions and use judgment regarding assets, liabilities, revenues 
and expenses. Such estimates primarily relate to unsettled transactions and events as at the date of the 
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financial statements. Accordingly, actual results may differ from estimated amounts as future confirming events 
occur. 
 
New events or additional information may result in the revision of these estimates over time. Examples of these 
estimates include but are not limited to estimated revenues, royalties and operating expenses on production as 
at a specific reporting date but for which actual revenues and costs have not yet been received; estimated 
capital expenditures on projects that are in progress; estimated fair values of financial instruments that are 
subject to fluctuation depending on underlying commodity prices, foreign exchange rates and interest rates, 
volatility curves and the risk of non-performance; estimated value of decommissioning liabilities that depend on 
estimates of future costs and timing of expenditures; estimated future recoverable value of property and 
equipment and any associated impairment charges or recoveries; DD&A; and estimated compensation 
expense under Pulse’s share-based compensation plan. 
 
Pulse has hired individuals and consultants who have the skills required to make such estimates and ensure 
that individuals or departments with the most knowledge of the activity are responsible for the estimates. 
Further, past estimates are reviewed and compared to actual results, and actual results are compared to 
budget in order to make more informed decisions on future estimates. For further information on certain 
estimates inherent in the financial statements, refer to Note 2 of the 2021 Financial Statements. 
 
A number of the Company’s accounting policies and disclosures require the determination of fair value for 
financial and non-financial assets and liabilities. Fair values have been determined for measurement and/or 
disclosure purposes based on the following methods. When applicable, further information regarding the 
assumptions made in determining fair values is disclosed in the notes specific to that asset or liability. 

  
     Exploration and Evaluation Assets and Property and Equipment 
 

The fair value of property and equipment recognized in a business combination is based on market values. The 
market value of property and equipment is the estimated amount for which property and equipment could be 
exchanged on the acquisition date between a willing buyer and a willing seller in an arm’s-length transaction 
after proper marketing wherein the parties had each acted knowledgeably, prudently and without compulsion. 
 
The market value of petroleum and natural gas properties included in property and equipment and exploration 
and evaluation assets is estimated with reference to the discounted cash flows expected to be derived from oil 
and natural gas production based on externally prepared reserve reports. The risk-adjusted discount rate is 
specific to the asset with reference to general market conditions. The market value of other items of property 
and equipment is based on the quoted market prices for similar items. 
 
Cash, Accounts Receivable, Deposits and Accounts Payable and Accrued Liabilities 

 
The fair value of cash, accounts receivable, deposits and accounts payable and accrued liabilities 
approximated their carrying value at December 31, 2021. 
 
The Company classifies the fair value of these transactions according to the following hierarchy based on the 
nature of the observable inputs used to value the instrument. 
 
Level 1 –  Quoted prices are available in active markets for identical assets or liabilities as of the reporting 

date.  Active markets are those in which transactions occur in sufficient frequency and volume to 
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provide continuous pricing information. Cash is measured at fair value using level 1 fair value 
inputs. 

Level 2 –  Pricing inputs are other than quoted prices in active markets included in Level 1. Prices are either 
directly or indirectly observable as of the reporting date. Level 2 valuations are based on inputs, 
including quoted forward prices for commodities, time value and volatility factors, which can be 
substantially observed or corroborated in the marketplace. 

Level 3 –  Valuations are derived from inputs that are not based on observable market data. Investments in 
securities are measured at fair value using level 3 fair value inputs. 

 
The Company is exposed to various financial instrument risks and management proactively assesses the 
potential impact and the likelihood of this exposure. These risks include commodity price risk, interest rate risk, 
foreign exchange risk, credit risk and liquidity risk. When material, these risks are reviewed and monitored by 
the Board.  See note 12 of the 2021 Financial statements. 
 
Management’s Responsibility for Financial Statements 
 
Information provided in this MD&A, including information from the audited consolidated financial statements, is 
the responsibility of management. In the preparation of these statements, estimates are sometimes necessary 
to make a determination of future value for certain assets or liabilities. Management believes such estimates 
have been based on careful judgments and have been properly reflected in the 2021 Financial Statements. 
Management maintains a system of internal controls to provide reasonable assurances that the Company’s 
assets are safeguarded and to facilitate the preparation of relevant and timely information. 
 
Off-Balance Sheet Arrangements 

 
Pulse has certain arrangements, all of which are reflected in the contingencies and commitments table, which 
were entered into in the normal course of operations. All leases have been treated as operating leases whereby 
the lease payments are included in operating expenses or general and administrative expenses depending on 
the nature of the lease. 
 
Non-IFRS Financial Measures 

 
This MD&A contains references to funds used in operations, cash provided by (used in) operations per share, 
and operating netback; which are not defined under IFRS as issued by the International Accounting Standards 
Board. These measures are non-IFRS financial measures that do not have any standardized meaning 
prescribed by IFRS and are, therefore, unlikely to be comparable to similar measures presented by other 
issuers. Management of Pulse believes funds used in operations, cash provided by (used in) operations per 
share, and operating netback are relevant indicators of Pulse’s financial performance and its ability to fund 
future capital expenditures. Funds used in operations and operating netback should not be considered an 
alternative to or more meaningful than cash flow from operating activities, as determined in accordance with 
IFRS, as an indicator of Pulse's performance. Readers should refer to the “Operating Netback and Funds Used 
in Operations” heading above for a reconciliation of operating netback and funds used in operations to cash 
from operating activities, the most comparable measure calculated in accordance with IFRS. 

   Oil and Gas Metrics and Definitions 
 

Production information is commonly reported in units of barrel of oil equivalent ("boe"). For purposes of 
computing such units, natural gas is converted to equivalent barrels of oil using a conversion factor of six 
thousand cubic feet to one barrel of oil (6:1). This conversion ratio of 6:1 is based on an energy equivalency 
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conversion method primary applicable at the burner tip and does not represent a value equivalency at the 
wellhead. Such disclosure of boe’s may be misleading, particularly if used in isolation. Additionally, given the 
value ratio based on the current price of crude oil as compared to natural gas is significantly different from the 
energy equivalency of 6:1, utilizing a conversion ratio of 6:1 may be misleading as an indication of value. 
Readers should be aware that historical results are not necessarily indicative of future performance. Natural 
gas production is expressed in thousand cubic feet (“mcf”). Oil and natural gas liquids are expressed in barrels 
(“bbls”). 
 
Terms that are used in this MD&A that are not otherwise defined herein are provided below: 
 
Developed producing reserves are those gross reserves that are expected to be recovered from completion 
intervals open at the time of the estimate. These reserves may be currently producing or, if shut in, they must 
have previously been on production, and the date of resumption of production must be known with reasonable 
certainty. 
 
Developed non-producing reserves are those reserves that either have not been on production, or have 
previously been on production, but are shut in, and the date of resumption of production is unknown. 
 
Developed reserves are those gross reserves that are expected to be recovered from existing wells and 
installed facilities or, if facilities have not been installed, that would involve a low expenditure (for example, 
when compared to the cost of drilling a well) to put the reserves on production. The developed category may be 
sub-divided into producing and non-producing. 
 
Discovered Petroleum-initially-in-place is that quantity of petroleum, which is estimated, on a given date, to be 
contained in known accumulations, plus those quantities already produced therefrom. 
 
Gross means (i) in relation to the Company's interest in production or reserves, its "company gross reserves", 
which are the Company's working interest (operating or non-operating) share before deduction of royalties and 
without including any royalty interests of the Company; and (ii) in relation to wells, the total number of wells in 
which the Company has an interest. 
 
Net means, in relation to the Company's interest in wells or lands, the number of wells obtained by aggregating 
the Company's working interest in each of its gross wells. 
 
Probable reserves are those additional gross reserves that are less certain to be recovered than proved 
reserves. It is equally likely that the actual remaining quantities recovered will be greater or less than the sum of 
the estimated proved plus probable reserves. 
 
Proved reserves are those gross reserves that can be estimated with a high degree of certainty to be 
recoverable. It is likely that the actual remaining quantities recovered will exceed the estimated proved 
reserves. 
 
Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be 
recoverable from known accumulations, as of a given date, based on: (i) analysis of drilling, geological, 
geophysical and engineering data; (ii) the use of established technology; and (iii) specified economic 
conditions, which are generally accepted as being reasonable. Reserves are classified according to the degree 
of certainty associated with the estimates. 
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Undeveloped reserves are those reserves expected to be recovered from known accumulations where a 
significant expenditure (for example, when compared to the cost of drilling a well) is required to render them 
capable of production. They must fully meet the requirements of the reserves classification (proved, probable) 
to which they are assigned. 
 
Amplitude versus offset is the general term for referring to the dependency of the seismic attribute, amplitude, 
with the distance between the source and receiver (the offset).  AVO analysis is a technique that geophysicists 
can execute on seismic data to determine a rock’s fluid content, porosity, density or seismic velocity, shear 
wave information and fluid indicators. 

 
Changes in Accounting Policies including Initial Adoption  

There were no new and amended accounting standards and interpretations mandatorily effective for accounting 
periods that begin on or after January 1, 2021 that are relevant to the financial reporting of the Company.   

Proposed Transactions 

There are no proposed transactions not already disclosed elsewhere in this MD&A.  
 
Forward Looking Statements 
 
The MD&A contains forward-looking information statements within the meaning of Canadian securities laws. 
Forward-looking information is often, but not always, identified by the use of words such as “anticipate”, 
“assume”, “believe”, “estimate”, “expect”, “forecast”, “guidance”, “may”, “plan”, “predict”, “project”, “should”, 
“will”, or similar words suggesting future outcomes. Forward-looking statements in this MD&A include, but are 
not limited to, statements with respect to: business combinations, financing, agreements, transactions, oil and 
natural gas acquisition, reserves, enhanced oil recovery, oil and natural gas production estimates and targets; 
statements regarding BOE/d production capabilities; anticipated revenue from oil and gas fields; completing 
acquisitions, development and exploration and other activities; capital expenditure programs and estimates; 
plans to drill wells; plans to grow reserves, production, and cash-flow. Forward-looking statements and 
information concerning anticipated financial performance are based on management’s assumptions using 
information currently available. Material factors or assumptions used to develop forward-looking information 
include that planned acquisitions will be completed, and assumptions as to development, enhanced oil 
recovery, financing, LLR, business combinations, drilling programs and results, construction operations and 
enhancements, potential business prospects, growth strategies, the ability to add production and reserves 
through acquisition, development and exploration activities, the ability to reduce costs and extend 
commitments, projected capital costs, government legislation, well performance, the ability to market 
production, the commodity price environment and quality differentials and exchange rates.  
 
Management also assumes that in connection with the Bigoray Assets, its 100% owned subsidiary, Pulse Oil 
Operating Corp, will be able to work with the operator of the assets to maintain permit tenures in good standing, 
and that Pulse will be able to access equity capital when required and that Pulse will maintain access to 
necessary oil and gas industry services and equipment to conduct its operations. Management also assumes 
that in connection with the Queenstown Assets, its 100% owned subsidiary, Pulse Oil Operating Corp as 
operator, will work to maintain permit tenures in good standing, and that Pulse will be able to access equity 
capital when required and that Pulse will maintain access to necessary oil and gas industry services and 
equipment to conduct its operations. Pulse will maintain access to necessary oil and gas industry services and 
equipment to conduct its operations. Although management considers its assumptions to be reasonable based 
on these factors, they may prove to be incorrect.  
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Because forward-looking information addresses future events and conditions, it involves risks and uncertainties 
that could cause actual results to differ materially from those contemplated by the forward-looking information. 
These risks and uncertainties include, but are not limited to: access to capital, commodity price volatility; well 
performance and marketability of production; transportation and refining availability and costs; exploration and 
development costs; enhanced oil recovery costs, infrastructure costs; the recoverability of reserves; reserves 
estimates and valuations; the Company’s ability to add reserves through development and exploration 
activities; accessibility of services and equipment; fluctuations in currency exchange rates; and changes in 
government legislation and regulations.  
 
The forward-looking statements contained herein are as of the date of this MD&A, and are subject to change 
after this date. Readers are cautioned that the foregoing list of factors that may affect future results is not 
exhaustive and as such undue reliance should not be placed on forward-looking statements. Except as 
required by applicable securities laws, with the exception of events or circumstances that occurred during the 
period to which the MD&A relates that are reasonably likely to cause actual results to differ materially from 
material forward-looking information for a period that is not yet complete that was previously disclosed to the 
public, the Company disclaims any intention or obligation to update or revise these forward-looking statements, 
whether as a result of new information, future events or otherwise.  
 
Certain information in this MD&A may constitute “analogous information” as defined in National Instrument 51-
101 Standards of Disclosure for Oil and Gas Activities, including, but not limited to, information relating to areas 
with similar geological characteristics to the lands held by the Company. Such information is derived from a 
variety of publicly available information from government sources, regulatory agencies, public databases or 
other industry participants (as at the date stated therein) that the Company believes are predominantly 
independent in nature. The Company believes this information is relevant as it helps to define the reservoir 
characteristics in which the Company may hold an interest. The Company is unable to confirm that the 
analogous information was prepared by a qualified reserves evaluator or auditor and in accordance with the 
COGE Handbook. Such information is not an estimate of the reserves or resources attributable to lands held or 
to be held by the Company and there is no certainty that the reservoir data and economics information for the 
lands held by the Company will be similar to the information presented therein. The reader is cautioned that the 
data relied upon by the Company may be in error and/or may not be analogous to the Company’s land 
holdings.  
 
Disclosure provided herein in respect of BOE (barrels of oil equivalent) may be misleading, particularly if used 
in isolation. A BOE conversion ratio of 6 Mcf: 1 bbl is based on an energy equivalency conversion method 
primarily applicable at the burner tip and does not represent a value equivalency at the wellhead. 

Additional Information 
 
Additional information regarding Pulse and its activities is available on SEDAR at www.sedar.com or on Pulse’s 
website at www.pulseoilcorp.com.  Information can also be requested from Pulse’s head office located at Suite 
500, 666 Burrard Street, Vancouver, British Columbia, Canada V6C 3P6.  

http://www.sedar.com/
http://www.pulseoilcorp.com/
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