MANAGEMENT’S DISCUSSION AND ANALYSIS
The following management’s discussion and analysis (“MD&A”) for EastSiberian Plc, (“EastSiberian”, “the
Corporation”, “us” or “we”), prepared as at October 27, 2014, provides an overview of the Corporation’s unaudited
financial results for the three months ended August 31, 2014 (the “Reporting Date”). The MD&A should be read in
conjunction with the audited consolidated financial statements and accompanying notes of the Corporation for the
year ended May 31, 2014. The consolidated financial statements and all figures in this MD&A are presented in
United States dollars, unless otherwise indicated.
The financial statements referred to above and other information with respect to the Corporation is available on
EastSiberian’s website (www.EastSiberian.com) and in public filings available on SEDAR (www.sedar.com).
CORPORATE OVERVIEW
EastSiberian Plc was incorporated on December 23, 2008 under the Companies (Jersey) Law 1991. The head
office of the Corporation is located at 9 Esplanade, St. Helier, Jersey, JE23QA. The Corporation has principally
been engaged in exploration for oil and natural gas in eastern Russia which activity is conducted pursuant to
exploration licenses granted to Russian subsidiaries and affiliates of its wholly-owned Cyprus subsidiary,
PetroKamchatka Resources Ltd. (“PKR”). The common shares of the Corporation are listed for trading on the TSX
NEX (trading symbol: “ESB.H”).
The Corporation has the following subsidiaries and affiliates:
Percentage of Ownership
Country of

August 31,

May 31,

Name of Subsidiary or Affiliate

Incorporation

2014

2014

PetroKamchatka Resources Ltd.

Cyprus

100%

100%

OJSC LukinCholot

Russia

90%

90%

CJSC Tigil Exploration

Russia

50%

50%

CJSC Icha Exploration

Russia

50%

50%

PetroKamchatka Services Inc.

Canada

100%

100%

PKR owns 90% of OJSC LukinCholot (“LukinCholot”) which in turn owned owns 50% of CJSC Tigil Exploration and
CJSC Icha Exploration (the “joint ventures”). KNOC Kamchatka Petroleum Limited (“KKPL”), a company owned
55% by Korea National Oil Corporation (“KNOC”), owns the remaining interest in the joint ventures. PKR is the
direct owner of the other subsidiaries.
In its history, the Corporation indirectly secured eight onshore exploration licenses in Kamchatka representing an
aggregate 3,698,155 net hectares. The eight licenses were: Tigil, Icha, Urginskaya, Pustaretskaya, Palanskaya,
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Ichinskaya, Vorovskaya and Tigilskaya. Since drilling of two unsuccessful wells in fiscal year 2010 the Corporation
has either allowed certain exploration licenses to expire or applied for and received approval for early
relinquishment back to the Russian Federal Ministry of Natural Resources (“MNFR”). The most recent surrenders
were the Ichinskaya and Vorovskaya exploration licenses which were terminated by the MNFR on February 22,
2012 and the Tigilskaya exploration license which was terminated by the MNFR on February 12, 2013. The
Corporation determined that mapped prospects on its licenses were either non-commercial on a fully risked basis or
sufficient capital to complete the minimum commitments under the terms of the licenses was not available. All
costs associated with the expired or relinquished licenses have been expensed by the Corporation.

FORWARD-LOOKING STATEMENTS
This MD&A contains certain forward-looking statements and forward-looking information (collectively referred to
herein as “forward-looking statements”). In particular, this MD&A contains forward-looking statements pertaining to
the following:
•
•
•
•
•

Business strategies;
Exploration and development plans;
Ability to secure adequate financing;
Use of proceeds from financings; and
Other expectations, beliefs, plans, goals, objectives, assumptions or statements about future events or
performance.

The preparation of financial statements in accordance with IFRS requires management to make certain judgments
and estimates that affect the reported amounts of assets, liabilities, revenues and expenses. These judgments
and estimates may change, having either a negative or positive effect as further information becomes available,
and as the economic environment changes.
Forward-looking statements are based on EastSiberian's current beliefs as well as assumptions made by
EastSiberian based upon information currently available concerning business prospects, strategies, regulatory
developments, the ability to obtain equipment in a timely manner to carry out exploration and development activities,
and the ability to obtain financing on acceptable terms. Although management considers these assumptions to be
reasonable based on information currently available, such assumptions and the information may prove to be
incorrect.
Undue reliance should not be placed on forward-looking statements, which are inherently uncertain, are based on
estimates and assumptions, and are subject to known and unknown risks and uncertainties (both general and
specific) that contribute to the possibility that the future events or circumstances contemplated by the
forward-looking statements will not occur. There can be no assurance that the plans, intentions or expectations
upon which forward-looking statements are based will in fact be realized. Actual results may differ, and the
difference may be material and adverse to EastSiberian and its shareholders. These factors include, but are not
limited to, risks associated with petroleum and natural gas exploration, financial risks, political and government
risks, government regulation, limitations on foreign investments, environmental risks, prices, dependence on key
personnel, risks that may not be insurable, licenses, resource estimates, and variations in exchange rates. In
addition, there is a risk that the specific need for substantial amounts of capital that may be required will not be
raised. Readers are cautioned that the foregoing list of factors which may affect future results is not exhaustive.
The fiscal year for the Corporation is the 12-month period ended May 31. The terms “fiscal 2014”, “current year”,
“the year” and “the year ended May 31, 2014” are used throughout the MD&A and in all cases refer to the period from
June 1, 2013 to May 31, 2014. The term “Q1 2015” is used throughout the MD&A and in all cases refer to the period
from June 1, 2014 to August 31, 2014.

FIRST QUARTER 2015 UPDATE
At August 31, 2014, the Corporation had negative working capital of $1,308,420 (May 31, 2014 – $1,132,837). The
components of working capital at August 31, 2014 included cash of $9,670, accounts receivable of $64,017 less
accounts payable and accrued liabilities of $1,382,107. Accounts payable at August 31, 2014, included $1,300,533
owing to directors and officers of the Corporation. The accounts payable to directors and officers are anticipated to
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be paid by way of a share issuance. Working capital at May 31, 2014 included cash of $48,009, accounts receivable
of $47,998 less accounts payable and accrued liabilities of $1,228,844.

RESULTS OF OPERATIONS
The consolidated financial information for EastSiberian includes the Corporation and its subsidiaries and
investments in joint ventures.
All amounts expressed in USD

General and administrative expenses
Foreign exchange loss (gain)
Total comprehensive loss for the period

The three months ended August 31,
2014
2013
174,853
730
175,583

232,681
(411)
232,270

General and Administrative Expenses
The period-over-period decline in general and administrative expenses is a result of the Corporation’s ongoing
efforts to monitor and reduce costs and the wind-down of operations in Russia.

SELECTED FINANCIAL INFORMATION
All amounts expressed in USD
except as otherwise noted
Net loss for the period
Weighted average number of common shares
outstanding – basic and diluted
Net loss per share – basic and diluted
Comprehensive loss for the period
Cash flow provided from (used in) operations
Cash and cash equivalents
Working capital (deficit)
Total assets
Total liabilities
Shareholders’ equity (deficit)
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The three months ended August 31,
2014

2013

175,583

232,270

5,103,998
-0.03
175,583

4,903,998
-0.05
232,270

(38,339)

(146,349)

9,670
(1,308,420)
73,687
1,382,107
(1,308,420)

276,773
(1,117,153)
450,861
1,568,014
(1,117,153)
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SUMMARY OF QUARTERLY RESULTS
(unaudited)
All amounts expressed in USD
except as otherwise noted

For the three month periods ended
May 31,
February
August 31,
2013
2013
28, 2013

November
30, 2012

Net loss for the period
Weighted average number of common shares
outstanding – basic and diluted
Net loss per share – basic and diluted
Comprehensive loss for the period

458,813

463,905

231,023

232,270

4,903,998
-0.09
458,813

4,903,998
-0.09
463,905

4,903,998
-0.05
232,512

4,903,998
-0.05
232,270

Cash flow provided by (used in) operations
Foreign exchange gain (loss) on cash
Increase (decrease) in cash and cash equivalents for the period

(529,594)
(529,594)

(515,622)
6,274
(509,348)

112,489
(9,579)
102,910

(146,349)
(146,349)

All amounts expressed in USD
except as otherwise noted

For the three month periods ended
May 31,
November
February
August 31,
2014
30, 2013
28, 2014
2014

Net loss for the period
Weighted average number of common shares
outstanding – basic and diluted
Net loss (gain) per share – basic and diluted
Comprehensive loss for the period
Cash flow provided by (used in) operations
Foreign exchange gain (loss) on cash
Increase (decrease) in cash and cash equivalents for the period

(90,669)

140,418

(67,007)

175,583

4,903,998
0.02
(90,669)

4,908,930
-0.03
140,418

5,103,998
0.01
196,932

5,103,998
-0.03
175,583

(64,015)
(64,015)

(102,390)
(102,390)

28,557
(1,750)
26,807

(38,339)
(38,339)

SUMMARY OF GENERAL AND ADMINISTRATIVE EXPENSES BY QUARTER
(unaudited)
All amounts expressed in USD

Employee salaries and benefits
Professional fees and consultants
Directors fees and expenses
Office administration and other
Total
All amounts expressed in USD

Employee salaries and benefits
Professional fees and consultants
Directors fees and expenses
Office administration and other
Total
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For the three month periods ended
May 31,
November
February
2013
30, 2012
28, 2013
106,546
255,397
11,006
44,465
417,412

195,043
97,143
44,756
84,916
421,856

104,756
24,256
7,256
41,621
177,887

For the three month periods ended
May 31,
November
February
2014
30, 2013
28, 2014
112,500
25,000
15,000
34,828
187,328

20,000
48,000
15,000
38,290
121,290

20,000
65,475
15,000
35,000
135,475

August
31, 2013
112,500
13,600
12,500
52,922
191,522

August
31, 2014
20,000
105,583
15,000
35,000
175,583
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LIQUIDITY AND CAPITAL RESOURCES
Overview
EastSiberian has been engaged in the exploration for petroleum and natural gas in Kamchatka, Russia and was
unsuccessful in making a commercial hydrocarbon discovery. EastSiberian is now focusing on other low risk
existing properties and other development opportunities in Latin America. The Corporation has historically funded
its operations through equity financings.
The consolidated financial statements were prepared on the basis of accounting principles applicable to a ‘going
concern’ which assumes that the Corporation will realize its assets and discharge its liabilities in the normal course
of business. If the going concern assumption was not appropriate for the consolidated financial statements, then
adjustments would be necessary to adjust the carrying value of assets and liabilities, and reported expenses.
At August 31, 2014, the Corporation had a working capital deficiency of $1,308,420 had an accumulated deficit of
$98,977,383 and expects to incur further losses in the development of its business. The Corporation has no positive
cash flow and there is a significant risk associated with the Corporation’s ability to raise additional capital. The
working capital deficit and the need to raise capital in the very near term create a material uncertainty as to the
Corporation’s ability to continue as a going concern. Management believes the going concern assumption to be
appropriate for these consolidated financial statements as the Corporation was discussing with potential investors
to examine existing properties and other development opportunities in Latin America.
Capital management
A major risk is whether or not the Corporation has sufficient capital to sustain itself.
At May 31, 2014, the Corporation’s consolidated working capital deficiency was negative $1,308,420. The
Corporation has no long-term debt and certain liabilities totaling $1,300,533 are to be paid through the issuance of
common shares. Management believes the going concern assumption to be appropriate for these consolidated
financial statements as the Corporation is currently engaged with specific investors examining existing properties
and other development opportunities in Latin America. Management undertook significant cost reduction measures
in fiscal years 2014 and 2013 and continues to work towards further reductions of general and administrative and
other expenses. However, it is unable to meet its work-commitment obligations without a significant capital
injection and significant doubt exists about the Corporation’s ability to continue as a going concern. The
Corporation has no cash inflow, nor is there any assurance that it can raise additional capital under current market
conditions. If the going concern assumption was not appropriate for these consolidated financial statements,
then adjustments would be necessary to adjust the carrying value of assets and liabilities, and reported expenses.
Capital expenditures
The Corporation did not incur any capital expenditures on property and equipment in the years ended August 31,
2014 and 2013. EastSiberian's future capital requirements will focus on new prospects in Latin America. All work
programs and budgets are subject to approval by the Board of Directors and upon the ability of the Corporation to
obtain adequate financing.
Equity
Common shares issued and outstanding:

Share capital at August 31, 2014
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Number

Amount

5,103,998

$91,906,942
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RELATED PARTY TRANSACTIONS
The Corporation considers its directors and executives to be key management personnel. Compensation
attributed to key management personnel comprising salaries and directors fees for the period ended August 31,
2014 was $151,903 (August 31, 2012 - $125,000). At August 31, 2014, there was $1,300,533 (May 31, 2014 $1,148,629) owing to directors and officers for services performed in the normal course of operations. The
Corporation intends to pay off the accounts payable to management and directors and officers by converting this
amount owed into the Corporation’s common shares.
OFF-BALANCE SHEET ARRANGEMENTS
As at August 31, 2014 and 2013, the Corporation did not have any off-balance sheet arrangements.
FINANCIAL INSTRUMENTS
The fair value of the Corporation’s financial instruments, including cash and cash equivalents, accounts receivable,
and accounts payable and accrued liabilities approximated their carrying values as at August 31, 2014 and 2013.
The Corporation is exposed to various risks associated with its financial instruments.
categorized as market risk, credit risk and liquidity risk.

These risks are

Market risk is the risk that changes in market conditions, such as commodity prices, exchange rates and interest
rates, will affect the Corporation’s net earnings or the value of its financial instruments. The objective of market
risk management is to manage and control exposures within acceptable limits, while maximizing returns.
Commodity price risk is the risk that the fair value of future cash flows will fluctuate as a result of changes in
commodity prices. Significant changes in commodity prices can also reduce the Corporation’s ability to raise
capital. Commodity prices for crude oil are impacted by world economic events that dictate the levels of supply
and demand. In the future, the Corporation may attempt to mitigate commodity price risk through the use of
financial derivatives. The Corporation did not have any oil or gas production and did not have any risk
management contracts in place as at August 31, 2014 and 2013 or for the reporting periods then ended or
thereafter.
The Corporation is exposed to foreign currency fluctuations as it holds cash and incurs expenses and property and
equipment expenditures in foreign currencies. The Corporation incurs expenditures and expenses in Russian
roubles, Pounds sterling, Euros and Canadian dollars and is exposed to fluctuations in exchange rates in these
currencies. There were no forward foreign exchange rate contracts in place as at August 31, 2014 and 2013 or
for the reporting periods then ended or thereafter.
Financial instruments that potentially subject the Corporation to concentration of credit risk consist of accounts
receivable.
All accounts receivable are current and considered collectible.
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they become due.
The Corporation’s financial liabilities consist of accounts payable and accrued liabilities and provisions. Accounts
payable consist primarily of invoices payable to trade suppliers or professionals for services rendered.

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROLS OVER FINANCIAL
REPORTING
• Under National Instrument 52-109, Certification of Disclosure in Issuers' Annual and Interim Filings (“NI
52-109”), venture issuers can file a Venture Issuer Basic Certificate (the “Basic Certificate”) as defined by NI
52-109. The Basic Certificate does not include representations relating to the establishment and
maintenance of disclosure controls and procedures (“DC&P”) and internal control over financial reporting
(“ICFR”), as defined in NI 52-109.
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EastSiberian is currently listed on the TSX NEX, and the Corporation’s President and CFO file the Basic
Certificate. They do not make any representations relating to the establishment and maintenance of:
•

Controls and other procedures designed to provide reasonable assurance that information required to be
disclosed by the issuer in its annual filings, interim filings or other reports filed or submitted under securities
legislation is recorded, processed, summarized and reported within the time periods specified in securities
legislation; and

•

A process to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with the issuer's GAAP.

Investors should be aware that, due to the limited resources and ‘few’ number of staff of the Corporation, and the
fact that the Corporation’s activities are carried out in Jersey, Cyprus, Russia and Canada, inherent limitations
exist relative to the Corporation’s ability to design and implement, on a cost effective basis, DC&P and ICFR as
defined in NI 52-109. Also, the Corporation does not have in-house expertise sufficient to deal with all of the
complex and diverse taxation, legal and regulatory matters in all of these jurisdictions, without the assistance of
external firms and consultants to assist and to advise on the reporting implications related to such matters.
These circumstances may result in additional risks to the quality, reliability, transparency and timeliness of interim
and annual filings and other reports provided under securities legislation and could represent significant or
material weakness in internal controls.
The President and CFO are however responsible for ensuring that processes are in place to provide them with
sufficient knowledge to support the representations they are making in the Basic Certificate. They employ
advisors and consultants and review financial materials and processes to mitigate the risk of material
misstatements in financial reporting.
BUSINESS CONDITIONS AND RISKS
An investment in EastSiberian should be considered highly speculative due to the lack of existing funds to obtain
any early stage of development of future EastSiberian Russian properties. EastSiberian has no proven reserves
or production or production revenues and has drilled two unsuccessful wells to date. There is no assurance that
any future wells that may be drilled will be successful. There is no assurance that any discoveries that may occur
will provide commercial quantities of oil or natural gas. The following information describes certain significant risks
and uncertainties inherent in EastSiberian's business. Prospective investors should take these risks into account
in evaluating EastSiberian and in deciding whether to make an investment in EastSiberian. This section does not
describe all risks applicable to the Company, its industry or its business, and it is intended only as a summary of
certain material risks. Prospective investors should carefully consider such risks and uncertainties together with
other information contained in this MD&A. If any of such risks or uncertainties actually occurs, the Company's
business, financial condition or operating results could be harmed substantially and could differ materially from the
plans and other forward-looking statements discussed elsewhere in this MD&A.
Risks Associated with Oil and Natural Gas Exploration
There can be no assurance that commercial quantities of hydrocarbons will be recovered by EastSiberian in the
future. Petroleum and natural gas exploration involves a high degree of risk. There is no assurance that
expenditures made on future exploration by EastSiberian will result in new discoveries of oil or natural gas in
commercial quantities. It is difficult to project the costs of exploration drilling programs due to many inherent
uncertainties including: drilling in unknown formations; drilling in unknown conditions; the impact of changing
drilling plans and locations as results from wells drilled become known or additional seismic data and
interpretations thereof become available; and the risk that potential hazards may result during drilling such as
unusual or unexpected formations, pressures or other conditions which may affect the costs of drilling and
operating wells. EastSiberian does not have sufficient historical costs to rely upon in making estimates of its future
exploration and development expenditures.
Management will continue to evaluate prospects and leads on an ongoing basis in a manner consistent with
industry standards and past practices. The long term commercial success of EastSiberian depends on its ability to
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find or acquire, develop and commercially produce, transport and market oil and natural gas reserves. No
assurance can be given that EastSiberian will be able to achieve this.
Future oil and natural gas exploration may involve unprofitable efforts, not only from drilling unsuccessful wells but
possibly from wells that are productive but do not produce sufficient net revenues to provide a reasonable rate of
return on capital invested, after drilling, operating and other costs are considered. EastSiberian is unable to
predict whether any portion of any resource potential will be discovered or, if discovered, be commercially viable to
produce any portion of the resources. Completion of a well does not assure a profit on the investment or recovery
of drilling, completion and operating costs. In addition, drilling hazards or environmental damage could greatly
increase the risk and cost of operations and various field operating conditions may adversely affect the production
from successful wells. In addition, delays in obtaining governmental approvals or consents, insufficient storage or
transportation capacity or other geological and mechanical conditions may negatively impact EastSiberian's future
success.
While close well supervision and effective maintenance can contribute to maximizing production rates, the risks of
production delays or declines cannot be eliminated. These may have a negative impact on future net revenue and
cash flows. In addition, commodity prices may decline in future periods. Oil and natural gas operations are
subject to many risks during the exploration, development and production phases of the oil and natural gas
properties. These risks may include but are not necessarily limited to encountering unexpected formations or
pressures; premature declines of reservoirs; blow-outs; cratering; sour gas releases; fires; and spills. Losses
resulting from the occurrence of any of these risks could have a materially adverse effect on future results of
operations, liquidity and financial condition of EastSiberian.
The marketability of any oil and natural gas discovered or acquired will be affected by numerous factors beyond the
control of EastSiberian. These factors include: market fluctuations; proximity and capacity of oil and natural gas
pipelines and processing facilities; and government regulations including laws or regulations dealing with royalties,
allowable production quantities, importing and exporting of oil and natural gas, and environmental protection.
Financial Risks
Additional financing will be required to fund the cost of EastSiberian's future exploration and development
activities.
EastSiberian does not presently have sufficient funds to pay for any exploration and development commitments.
The exploration and development of any new EastSiberian properties depends on EastSiberian's ability to obtain
additional financing through equity financing or other means. Failure to obtain any financing necessary to fund
future capital expenditure plans may result in a delay in the exploration, development or production from these
properties.
As a result of the weakened global economic situation, EastSiberian, along with all other oil and gas entities, may
have restricted access to equity or debt capital. There may be increases in borrowing costs. Future capital
expenditures will be financed out of funds generated from operations, borrowings and possible future equity sales.
EastSiberian's ability to raise capital is dependent on, among other factors, the overall state of capital markets and
investor appetite for investments in the energy industry and EastSiberian's securities in particular.
There can be no assurance that EastSiberian will obtain necessary additional financing or that any joint venture
partner will obtain financing under the terms of any joint venture agreement into which it enters with EastSiberian.
The failure of EastSiberian to obtain additional financing on a timely basis or on terms favourable to EastSiberian
could result in the loss or substantial dilution of EastSiberian's interests in its properties. The failure of any joint
venture partner to obtain required financing could adversely affect EastSiberian's ability to complete the exploration
or development of any such joint venture project on a timely basis, if at all.
Should EastSiberian elect to satisfy future cash commitments through the issuance of securities, by way of either
private placement or public offering, there can be no assurance that EastSiberian's efforts to raise such funding will
be successful, or achieved on terms favourable to EastSiberian or its existing shareholders.
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History of Losses
EastSiberian's net loss during the three months ended August 31, 2014 was $175,583. Cash flow used in
operating activities during the same period was approximately $38,339. As at August 31, 2014, EastSiberian had
a deficit of approximately $99 million. To become profitable, EastSiberian must identify and establish reserves on
new properties, and then either develop its properties or locate and enter into agreements with third party operators
on favourable economic terms. EastSiberian may suffer significant additional losses in the future and may never
be profitable. Even if EastSiberian does achieve profitability, it may not be able to sustain or increase profitability
on a quarterly or annual basis. EastSiberian expects to incur losses unless and until such time as one or more of
any future properties enters into commercial production and generates sufficient net revenue to fund continuing
operations.
Limited Operating History and No Record of Earnings
Since EastSiberian commenced operations in Russia and has no earnings history. Accordingly, EastSiberian has
limited operating history in the oil and natural gas industry in Russia (or elsewhere) and has no meaningful,
historical financial information or record of performance. Any future profitability from EastSiberian's business will
be dependent upon the successful development of future EastSiberian lands, and there can be no assurance that
EastSiberian will achieve profitability in the future. Revenues may not occur for some time, if at all. The timing and
extent of these influences is variable and uncertain and accordingly EastSiberian is unable to predict when, if at all,
profitability will be achieved. An investment in the EastSiberian shares is highly speculative and should only be
made by persons who can afford a significant or total loss of their investment.
Substantial Capital Requirements
EastSiberian's business plan requires significant expenditures, particularly near-term capital expenditures, on any
new exploration and development phases, assuming there may be a development phase. EastSiberian may be
unable to finance its needs on acceptable terms, or at all, which may have a material adverse effect on
EastSiberian's operations. EastSiberian's future growth depends on its ability to make large capital expenditures
for the exploration and development of petroleum and natural gas properties. Future cash flows and the
availability of equity or debt financing will be subject to a number of variables including, but not necessarily limited
to: (i) the ability to fund and acquire new exploration or production properties; (ii) success in finding and
commercially producing reserves; and (iii) prices of oil and natural gas.
Debt financing, if any, could lead to: (i) a substantial portion of potential future operating cash flow being dedicated
to the payment of principal and interest; (ii) EastSiberian being more vulnerable to competitive pressures and
economic downturns; and (iii) restrictions on EastSiberian's operations.
EastSiberian might not be able to obtain necessary financing on acceptable terms, or at all. If sufficient capital
resources are not available, EastSiberian might be forced to curtail exploration and/or development drilling and
other activities.
If EastSiberian's future net revenues or resources decline, it may have limited ability to expend capital necessary to
undertake or complete future drilling programs. There can be no assurance that equity or debt financing or cash
generated by operations will be available or sufficient to meet these requirements or for other corporate purposes
or, if equity or debt financing is available, that it will be on terms acceptable to EastSiberian.
The inability of EastSiberian to access sufficient capital for its operations could have a material adverse effect on
EastSiberian's financial condition, results of operations or prospects.

Government Regulation
The oil and natural gas industry (exploration, production, pricing, marketing and transportation) is subject to
extensive controls and regulations imposed by various levels of government. The Governments in the countries of
Latin America may regulate or intervene with respect to price, taxes, royalties and the exportation of oil and natural
gas. Such regulations may be changed from time to time in response to economic or political conditions. The
implementation of new regulations or the modification of existing regulations affecting the oil and natural gas
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industry could reduce demand for natural gas and crude oil and increase EastSiberian's costs, any of which may
have a material adverse effect on EastSiberian's intended business, financial condition and results of operations.
EastSiberian's operations require licenses and permits from various governmental authorities. There can be no
assurance that EastSiberian will be able to obtain all necessary licenses and permits that may be required to carry
out exploration and development on its properties. It is not expected that any of these controls or regulations will
affect the operations of EastSiberian in a manner materially different than they would affect other oil and natural gas
companies of similar size. All current legislation is a matter of public record and EastSiberian is unable to predict
what additional legislation or amendments may be enacted.

Dependence on KKPL
KKPL has been a strategic partner of EastSiberian in the Tigil and Icha joint ventures. The Tigil exploration license
expired on December 31, 2010, and on April 29, 2011, the MNFR approved the early relinquishment of the Icha
license effective March 28, 2011. EastSiberian is dependent upon KKPL to pay its share of the dissolution costs
upon wind-up of the Tigil and Icha joint ventures.

Environmental
All phases of the oil and natural gas business present environmental risks and hazards and are subject to
environmental regulation pursuant to a variety of federal, provincial and local laws and regulations. Environmental
legislation provides for, among other things, restrictions and prohibitions on spills, releases or emissions of various
substances produced in association with oil and natural gas operations. The legislation also requires that wells
and facility sites be operated, maintained, abandoned and reclaimed to the satisfaction of applicable regulatory
authorities. Compliance with such legislation can require significant expenditures and a breach may result in the
imposition of fines and penalties, some of which may be material, as well as suspension of the operations of the
subsoil user. Environmental legislation is evolving in a manner expected to result in stricter standards and
enforcement, larger fines and liability and potentially increased capital expenditures and operating costs. The
discharge of oil, natural gas or other pollutants into the air, soil or water may give rise to liabilities to governments
and third parties and may require EastSiberian to incur costs to remedy such discharge. Although EastSiberian
believes that it is in material compliance with current applicable environmental regulations, no assurance can be
given that environmental laws will not result in a curtailment of production or a material increase in the costs of
production, development or exploration activities or otherwise adversely affect EastSiberian's financial condition,
results of operations or prospects.
Prices, Markets and Marketing
The marketability and price of oil and natural gas will be affected by numerous factors beyond EastSiberian's
control. The ability to market natural gas may depend upon EastSiberian's ability to acquire space on pipelines
that deliver natural gas to commercial markets. EastSiberian may also be affected by deliverability uncertainties
related to the proximity of its reserves to pipelines and processing facilities, and related to operational problems
with such pipelines and facilities as well as extensive government regulation relating to price, taxes, royalties, land
tenure, allowable production, the export of oil and natural gas and many other aspects of the oil and natural gas
business.
EastSiberian's revenues, profitability and future growth and the carrying value of any future properties are
substantially dependent on prevailing prices of oil and natural gas. EastSiberian's ability to borrow and to obtain
additional capital on attractive terms is also substantially dependent upon oil and natural gas prices. Prices for oil
and natural gas are subject to large fluctuations in response to relatively minor changes in the supply of and
demand for oil and natural gas, market uncertainty and a variety of additional factors beyond the control of
EastSiberian. These factors include economic conditions, the actions of the Organization of Petroleum Exporting
Countries, governmental regulation, political stability in the Middle East and elsewhere, the foreign supply of oil and
natural gas, the price of foreign imports and the availability of alternative fuel sources. Any substantial and
extended decline in the price of oil and natural gas would have an adverse effect on EastSiberian's carrying value of
future resources or future proved reserves (if any), borrowing capacity, revenues, profitability and cash flows from
operations. No assurance can be given that prices for oil or natural gas will be sustained at levels that will enable
EastSiberian to operate profitably.
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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 of exploration projects.
Third Party Risk
In the normal course of its business, EastSiberian enters into contractual arrangements with third parties which
subject EastSiberian to the risk that such parties may default on their obligations. EastSiberian may be exposed to
third party credit risk through its contractual arrangements with any future joint venture partners, suppliers and other
parties. In the event such entities fail to meet their contractual obligations to EastSiberian, such failures could
have a material adverse effect on EastSiberian and its future cash flow from operations.
Dependence on Key Personnel
The success of EastSiberian will be largely dependent upon the quality of its management and personnel, including
in particular, Graeme Phipps, the Chairman of the Board of Directors and President. Loss of the services of such
persons, or the inability to attract personnel of equal ability, could materially adversely affect EastSiberian's
business operations and prospects. EastSiberian has not purchased "key man" insurance on any of its directors,
officers or key employees, and has no current plans to do so.
Availability of Drilling Equipment, Access and Infrastructure
Any development of the properties will require the construction of significant infrastructure, possibly including
among other things roads, pipelines, power generation facilities and a coastal terminal and offshore loading
system, and also the drilling of multiple wells. The cost of completing and operating such infrastructure and drilling
such wells is very uncertain, and overruns in budgeted expenditures are common risks that can make a particular
project uneconomical.
Factors that can delay or prevent drilling operations, include unexpected drilling conditions, pressure or
irregularities in formations, equipment failures or accidents, shortages or delays in the availability of drilling rigs or
the delivery of equipment, the inability to hire personnel or engage other third parties for drilling and completion
services, compliance with government regulations, adverse weather, delays or increased costs in developing the
necessary infrastructure required to support the drilling operations, the cost of diesel to power the operations and
the remote location of the assets.
EastSiberian does not currently have contractual commitments that ensure it will have adequate supply of
equipment or crews to achieve possible future development plans. The ability to implement any development
plans is dependent upon the ability to recruit and train an appropriate labour force and there is no assurance that
this will be possible. Future development plans could require the deployment of significant amounts of equipment.
Constraints in the availability of, or higher than anticipated costs for drilling rigs, equipment, supplies or personnel
could delay or adversely affect EastSiberian's future exploration and development of its properties. This could
have a material effect on the financial condition and results of operations. If the Company cannot complete any
planned developments on time or on budget, the financial performance may be adversely affected, and could have
a material adverse effect on the value of an investment in EastSiberian.
Risks May Not be Insurable
EastSiberian's operations are subject to the risks normally experienced in the operation and development of oil and
natural gas properties and the drilling of oil and natural gas wells, including encountering unexpected formations or
pressures, blow-outs and fires, all of which could result in personal injuries, loss of life and damage to property of
EastSiberian and others. In accordance with customary industry practice, EastSiberian may not be fully insured
against all of these risks, nor are all such risks insurable. Environmental regulation is becoming increasingly
stringent and costs and expenses of regulatory compliance are increasing.
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Management of Growth
EastSiberian may be subject to growth-related risks including capacity constraints and pressure on its internal
systems and controls. The ability of EastSiberian to manage growth effectively will require it to continue to
implement and improve its operational and financial systems and to expand, train and manage its employee base.
The inability of EastSiberian to deal with this growth could have a material adverse impact on its business,
operations and prospects.
Licenses, Permits, Approvals or Agreements
There are numerous permits, approvals, and agreements with third parties, which will be necessary in order to
enable EastSiberian to proceed with any development plans and otherwise accomplish EastSiberian's objectives.
The Governments in the countries of Latin America have discretion in interpreting various laws, regulations, and
policies governing operations under the licenses. The state authorities have broad discretion to interpret
requirements for the issuance of various licenses and permits necessary for subsoil use operations.
EastSiberian's inability to meet any of these requirements could have a material adverse effect on EastSiberian's
potential exploration or development activities, and may even result in the termination of the subsoil use licenses.

Land Use Rights
Conducting operations which include exploration and production works requires the holding of respective rights to
real property (land) on which such work is to be carried out. In certain cases, it may be necessary to reclassify the
land prior to commencement of any work, which is often a time-consuming and costly procedure. Lack of the
relevant title to land or loss thereof may impact on the work commitment timetable and could have a negative
impact on the cost of operations, results, financial condition, and development prospects of EastSiberian.
No Reserves or Production
EastSiberian does not have any proven reserves or production and may never have any reserves or production.
The future performance of EastSiberian's business will depend upon the ability to identify, acquire or successfully
discover and develop oil and natural gas reserves that are economically recoverable. Without successful
activities, EastSiberian will not be able to develop oil and natural gas reserves or generate revenues. There are no
assurances that oil and natural gas reserves will be discovered in sufficient quantities to enable EastSiberian to
recover EastSiberian's exploration and development costs or sustain EastSiberian's business. No assurance can
be given that EastSiberian's exploration and development activities will result in the discovery of any reserves.
Operations may be curtailed, delayed or cancelled as a result of lack of adequate capital and other factors, such as
lack of availability of rigs and other equipment, title problems, weather, compliance with governmental regulations
or price controls, mechanical difficulties, or unusual or unexpected formations, pressures and or work interruptions.
In addition, the costs of potential future exploration and development may materially exceed initial estimates.
Resource Estimates
There are numerous uncertainties inherent in estimating quantities of prospective resources, including many
factors beyond EastSiberian's control. Estimates with respect to resources that may be developed and produced
in the future are often based upon volumetric calculations, probabilistic methods and upon analogy to similar types
of resources, rather than upon actual production history. Estimates based on these methods generally are less
reliable than those based on actual production history. Subsequent evaluation of the same reserves based upon
production history will result in variations, which may be material, from the estimated resources.
Resource estimates may require revision based on actual production experience. Such figures are typically
determined based upon assumed commodity prices and operating costs. Fluctuations in crude oil prices and
costs may render uneconomic the recovery of such oil.
References to "resources" and "prospective resources" in this MD&A do not constitute, and should be distinguished
from, references to "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 the analysis of
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drilling, geological, geophysical, and engineering data; the use of established technology; and specified economic
conditions, which are generally accepted as being reasonable.
Prospective resources are those quantities of petroleum estimated, as of a given date, to be potentially recoverable
from undiscovered accumulations by application of future development projects. Prospective resources have both
an associated chance of discovery and a chance of development. Not all exploration projects will result in
discoveries. The chance that an exploration project will result in the discovery of petroleum is referred to as the
"chance of discovery." Thus, for an undiscovered accumulation the chance of commerciality is the product of two
risk components - the chance of discovery and the chance of development.

Competition
Oil and natural gas exploration is intensely competitive in all its phases and involves a high degree of risk.
EastSiberian competes with numerous other participants in the search for oil and natural gas properties.
EastSiberian's competitors include oil and natural gas companies that have substantially greater financial
resources, staff and facilities than those of EastSiberian. EastSiberian's ability to establish and increase reserves
in the future will depend not only on its ability to explore and develop its present properties, but also on its ability to
select and acquire suitable producing properties or prospects for exploratory drilling. In addition, competitive
factors will affect the distribution, marketing and prices realized from future oil and natural gas sales and will be
affected by methods and reliability of delivery. Competition may also be presented by alternate fuels and other
sources of energy.
Conflicts of Interest
Certain directors of the Corporation and its subsidiaries are associated with other reporting issuers or other
corporations, which may give rise to conflicts of interest. Some of these corporations may, from time to time, be
involved is business transactions which may create situations in which conflicts may arise. Ultimately, conflicts of
interest declarations by the individuals will be subject to and governed by the procedures and remedies set forth in
Jersey Law, if necessary.
Issuance of Debt
EastSiberian requires significant financial resources to conduct its exploration plans and to develop any new
properties. These activities may be financed partially or wholly with debt, which may increase EastSiberian's debt
levels above industry standards. Depending on future exploration and development plans, if any, EastSiberian
may require additional equity and/or debt financing that may not be available or, if available, may not be available
on favourable terms. The level of EastSiberian's indebtedness from time to time could impair EastSiberian's ability
to obtain additional financing in the future on a timely basis to take advantage of business opportunities that may
arise.
Variations in Exchange Rates
EastSiberian is exposed to foreign currency fluctuations as it holds cash and incurs capital expenditures and
expenses in Russian roubles, Euros, Pounds Sterling and Canadian Dollars and is exposed to fluctuations in
exchange rates of these currencies relative to the US dollar. There were no forward foreign exchange rate
contracts in place as at August 31, 2014 and 2013 or at any time during the periods then ended or thereafter.
Hedging
EastSiberian does not currently engage in any hedging activities.
Fluctuations in the price of the EastSiberian Plc Shares
In recent years, the stock market has experienced extreme price and volume fluctuations. This volatility has had a
significant effect on the market price of securities issued by many companies for reasons unrelated to the operating
performance of these companies. The market price of the Corporation’s common shares could be subject to wide
fluctuations in response to a number of factors, most of which EastSiberian cannot control, including:
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•

changes in securities analysts' recommendations and their estimates of EastSiberian's financial
performance;

•

fluctuations in broader stock market prices and volumes, particularly among securities of oil and natural gas
services companies;

•

changes in market valuations of similar companies;

•

investor perception of EastSiberian's industry or its prospects;

•

additions or departures of key personnel;

•

commencement of or involvement in litigation;

•

changes in environmental and other governmental regulations;

•

announcements by EastSiberian or its competitors of strategic alliances, significant contracts, new
technologies, acquisitions, commercial relationships, joint ventures or capital commitments;

•

variations in EastSiberian's quarterly results of operations or cash flows or those of other oil and natural gas
companies;

•

revenues and operating results failing to meet the expectations of securities analysts or investors in a
particular quarter;

•

future issuances and sales of the Corporation’s shares or other securities;

•

demand for and trading volume of the Corporation’s shares;

•

domestic and worldwide supplies and prices of and demand for oil and natural gas; and

•

changes in general conditions in the domestic and worldwide economies, financial markets or the oil and
natural gas industry.

The realization of any of these risks and other factors beyond EastSiberian's control could cause the market price of
the Corporation’s shares to decline significantly. In particular, the market price of the Corporation’s shares may be
influenced by variations in oil and natural gas commodity prices, because demand for EastSiberian's services is
closely related to the prices of these commodities. This may cause the Corporation’s share price to fluctuate with
these underlying commodity prices, which are highly volatile.
Risk associated with non-compliance with specific, formal requirements of Russian law
Pursuant to some provisions of Russian law, a court may order the liquidation of a Russian company due to
non-satisfaction of formal requirements by such company, associated with the incorporation, reorganization or
operations of a company. There have been cases in the past where formal infringements in the course of
establishing a Russian company or the failure to satisfy the requirements of Russian law have been used by
Russian courts as grounds for the liquidation of the company. For instance, under Russian commercial company
law, a negative value of net assets, computed in compliance with Russian accounting standards as at the end of the
second or subsequent year of a company's operations, may serve as grounds for the court to issue an order to
liquidate the company upon a motion submitted by State administration authorities. Numerous Russian
companies have a negative value of net assets, caused by very low, historical level of total assets indicated in the
balance sheet drawn in compliance with Russian accounting standards, however, this has no negative impact on
the solvency of such companies, i.e., ability to cover current debts. When taking the decision on issuing an order
on the liquidation of a company, some Russian courts have been guided not only by the fact that the given company
failed to satisfy the binding requirements of the law, but also by other factors, such as i.e., the financial condition of
the company and its ability to meet tax requirements, as well as the business and economic consequences of its
liquidation. Such risk is present in relation to some of the Russian subsidiaries and affiliates. In July 2011, OJSC
LukinCholot, CJSC Tigil Exploration and CJSC Icha exploration received information letters from the regional
inspection tax service of Kamchatka advising the entities of the negative net asset balance in each entity. In case
of refusal from voluntary liquidation or action by the shareholders of these entities to eliminate the negative asset
balance, the regional tax service could assume measures to liquid the companies by judicial means.
Risk associated with the obligations of stockholders, ensuing from the provisions of Russian law
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Under Russian law, a stockholder of a Russian joint-stock company bears no liability for the company's obligations
and only bears the risk of losing the invested capital. This principle, however, is subject to an exemption in
situations where: (i) the company is declared bankrupt due to any actions or omissions on the part of a stockholder
or a shareholder; and (ii) the value of the company's assets is not sufficient to pay its obligations. Moreover, a
stockholder in a Russian joint-stock company who has control over the company and has the right to issue binding
instructions to the company, is jointly and severally liable with the company for any obligations resulting from
transactions entered into or action taken upon instructions of such stockholder or shareholder.
Pursuant to the above, EastSiberian may in some cases be held liable for the liabilities of its Russian subsidiaries or
affiliates, which may have material adverse effects on the operations, results, financial condition or development
prospects of EastSiberian.
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