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Letter to Stakeholders
Kelt Exploration Ltd. (“Kelt” or the “Company”) is

regulations and laws at the local, provincial and federal

In 2020, we completed several new initiatives to reduce

pleased to present its inaugural Sustainability Report to

levels. Canadian environmental standards have a

our emissions and increase our long term sustainability.

communicate its key sustainability metrics. Kelt’s long

leadership position among all oil producing nations.

Kelt designed and constructed two well sites that, using

term strategy is for sustainable and profitable growth

Kelt is proud of its past performance and is committed to

new technology, will result in almost no emissions. We

and we are committed to high standards for governance

maintaining its excellent track record of compliance with

permanently switched the fuel source for all of our frac

and environmental performance. We look forward to

all regulatory requirements.

operations to displace carbon intense diesel and

continued engagement and we expect that our efforts
will make Kelt both an industry leader as an operator

Safety is a core value of Kelt. High safety standards

reducing carbon emissions by at least 25 percent.

ensure that all employees and contractors are protected

We have benchmarked the emissions of our current

from incident or injury. We continue to improve our

assets following the sale of our Inga/Fireweed division in

Kelt’s corporate responsibility is centered on the

safety management systems and are pleased to report a

August 2020 and have identified several projects for 2021

following principles:

25% reduction in injury related incidents in 2019, despite

designed

the

intensity. We intend to develop and implement longer

and a competitive energy producer.

• Commitment to health and safety
• Responsible, sustainable resource development
• Good governance practices
• Community engagement
Kelt, and its predecessor companies, have a long history
of successful oil and gas exploration and development in
Western Canada. Our oil and gas operations benefit from
a comprehensive and transparent system of Canadian
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Company’s

most

active

year

for

capital

to

reduce

our

corporate

emissions

expenditures.

term emission reduction targets in 2021.

Kelt and its peers in the oil and gas industry are faced

In closing, I would like to thank our employees and

with the challenge of a transition to a lower carbon

contractors for their hard work, dedication and

economy. With increasing global demand for energy, oil

commitment to the Company’s goals while continuing to

and gas is expected to remain a significant contributor to

prioritize health, safety and the environment.

the energy mix for the foreseeable future. We believe
that delivering our resources in a sustainable manner
with consideration to all our stakeholders is critical to
our long-term competitiveness in the energy industry.

David J. Wilson
President and CEO
Kelt Exploration Ltd.

About this Report
This sustainability report focuses on the 2019 calendar year and marks the first year Kelt has published
information about its environmental, social and governance practices and performance. The following
notes are important to consider when reviewing the report.
•

Performance data is presented for 2019. Kelt has dedicated significant resources towards
emissions measurement and reporting tools. Historical comparative data is available on the same
basis beginning in 2018 and is provided in this report.

•

The terms "Kelt", "the Company", "we", "us" or "our" mean Kelt Exploration Ltd. and its subsidiaries
on a consolidated basis.

•

Consistent with industry practice, all reported data is presented based on operational control
unless otherwise stated.

•

This report contains forward looking information and statements that involve various risks,
uncertainties and other factors. The forward-looking information is based on reasonable
assumptions as of the date of the report, but the reader is cautioned that actual results may differ.
Please refer to the Advisory section of this report.
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Image from the Copton plant site

About Kelt

LONG-TERM VALUE CREATION

The Kelt management team has a long track record of responsible
development and creating value through the assembly of large-scale
resources and well-timed asset monetizations. The Company emphasizes
low-cost land accumulation with the potential for high rates of return on
capital invested and rapid growth of its drilling inventory portfolio. Kelt’s
capital expenditure programs are focused on long term value creation
resulting from annual growth in production and funds from operations per
share. Kelt is committed to implementing its growth strategy in a
sustainable manner by adhering to high standards of governance and
environmental performance.
Corporate Overview

2019

2018

Production, annual average (boe/d)

29,961

27,006

Percent Oil and Natural Gas Liquids

46%

43%

Adjusted funds from operations ($000)(1)

182,521

186,839

Total capital expenditures, net of
dispositions ($000)

315,624

285,498

Total Landholdings, net acres

819,557

838,990

Oil and Gas Reserves, Proved and
Probable (mboe)

460,981

302,678

(1) Non-GAAP measure, see Advisories
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Kelt Exploration is one of the largest Montney land holders in the Western
Canadian Sedimentary Basin, one of the most prolific oil and natural gas
resources in North America. In 2020, the Company monetized a portion of its
Montney assets for total cash proceeds of $510 million. Following the
disposition of the Inga/Fireweed division, Kelt is well positioned financially with
no debt and a positive working capital position.
Kelt currently has a significant development inventory and owns over 370,000
acres of Montney rights and 74,000 acres of Charlie Lake rights. Current
production is weighted approximately 38% towards oil and natural gas liquids.

Image of well site in Greater Grande Prairie

Materiality Matrix
Kelt's top ESG priorities are evaluated annually. This report contains the ESG priorities considered to be those most critical to the Company's stakeholders and
the future financial and operating performance of the business.
Environment

Emissions &
Climate
Change

Leadership & Governance
> Business Ethics
> Transparency
> Profitable Growth

Governance
& Business
Ethics

Our
Top ESG
Priorities

> Emissions and Climate Change
> Spill Prevention and Response
> Abandonment and Reclamation Liabilities
> Water Use
> Hydraulic Fracturing

Community
Engagement
Social Impact

Human Capital
> Health and Safety
> Critical Incident Management
Kelt Exploration
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Health &
Safety

> Community Impacts
> Economic Impact
> First Nations

Governance
Kelt is committed to conducting its business responsibly
and with integrity. The Board and management have
implemented high standards of corporate governance to
improve risk oversight and to enhance the accountability
to
the
Company's
shareholders
and
other
stakeholders. The Board recognizes the importance of
good governance for continued growth and investor
confidence and continually reviews its corporate
governance practices.

Kelt Exploration

2020 ESG Report | 5

Kelt's Board of Directors (the “Board”) is comprised of five non-employee, independent
directors and the Company's Chief Executive Officer. On an annual basis, all directors are
elected individually under a majority vote standard, which provides the Company's
shareholders with a meaningful voice in the annual director election process.
Kelt's Board committees – the Audit Committee, the Compensation Committee, the
Nominating Committee, the Health, Safety and Environment Committee (the “HSE
Committee”) and the Reserves Committee are each comprised solely of independent directors
with the exception of the HSE Committee that is chaired by the Chief Executive Officer.

Governance
•

The Health, Safety and Environment Committee of the Board has been mandated to oversee the
Company’s HSE policies, systems and procedures and to assess whether the Company’s
performance meets its goals and to adequately prevents or mitigate risks. The Committee meets
when required with a comprehensive management update occurring on an annual basis.

•

The Audit Committee provides qualified independent oversight of Kelt’s system of internal controls,
information systems, the external audit process, legal and regulatory compliance and the financial
information provided to shareholders.

•

The Compensation Committee is responsible for reviewing matters related to the Company's
human resources policies and compensation programs for directors, executives and
employees. The compensation program is intended to align Kelt’s compensation with the overall
long-term performance of the Company. Additional details of the compensation governance and
policies are available in the Company's Information Circular available at
www.keltexploration.com.

•

The Nominating Committee, composed entirely of independent Board members, is responsible for
identifying suitable candidates for nominees for election as director and recommending criteria for
the composition and skill set of the Board while considering the qualities of each potential nominee
and the provisions of the Company's Board Diversity Policy.

•

The Reserves Committee provides oversight to the preparation and reporting of Kelt’s oil and gas
reserves data.
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Image of Grande Cache overlooking the Smoky River

Governance
Insiders have invested $133 million into Kelt, in addition to the original investments made in
Kelt’s predecessor company Celtic Exploration Ltd., and currently own approximately 18% of
the outstanding common shares.
Shareholder Alignment
Kelt’s executives and Board are uniquely aligned with shareholders through their significant ownership
position and compensation philosophy. The Company’s compensation program is designed to
primarily reward executives when shareholders are making returns. Cash compensation targets are set
below peer group average and long-term incentives are based on share performance. Shareholders
can be confident that all of Kelt’s strategic decision making is by senior management that are
significant shareholders and will prioritize Kelt’s long term share performance.
Business Ethics
Kelt is committed to ethical and transparent business practices in accordance with its committee
charters, Whistleblower Policy and Code of Business Conduct and Ethics policy. Further details on our
governance structures and processes are available at www.keltexploration.com.
On an annual basis, all Kelt employees and consultants are required to sign-off on their compliance
with the Company's Code of Business Conduct and Ethics policy.
Payments made to governments are disclosed annually in Kelt's ESTMA report. Payments consist
primarily of tax, land rentals and royalty payments. All of Kelt’s assets are located within Canada and
there are no payments made to foreign governments or individuals for the purpose of conducting
business or to gain access to oil and gas reserves.
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Kelt road in Greater Grande Prairie

Health & Safety
Kelt has established a corporate culture that emphasizes safety that is critical to a sustainable oil and gas business. The Company has implemented a Health
and Safety Management System designed to prevent, reduce or mitigate health and safety risks through policies, procedures, training, roles and
responsibilities, annual targets and performance measurement. Kelt believes that this structured approach demonstrates the importance of health and safety
throughout the organization and minimizes the risk of injuries and incidents.
Critical Components of the Health and Safety Management System:
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Image of a Greater Wembley Facility

•

Health and Safety Manual containing Kelt’s policies which is renewed annually
to ensure that Kelt’s standards meet or exceed government regulations and
applicable laws.

•

Communication of Kelt’s HSE standards throughout the organization including
Internal Health and Safety Alerts, Contractor Safety Orientation, and meetings
of the Joint Health and Safety Committee.

•

Monitoring and internal reporting of leading HSE indicators to identify potential
areas of concern.

•

A training matrix is updated continuously to track the qualifications, orientation
and training of our employees and contractors and to ensure workers are
correctly trained, familiar with safe work procedures, job methods and hazard
identification.

•

A vendor management system is in place to ensure Kelt hires competent,
experienced and skilled contractors and vendors, working towards our goals of
an injury and incident free workplace.
Kelt Exploration
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DECREASE in lost-time and recordable
injury frequencies year-over-year

Health & Safety
Safety Performance

Kelt continually strives to improve its safety practices and performance. In 2019, Kelt had its most active year of capital expenditures but demonstrated a
decrease in total lost time and recordable injuries on an absolute basis and in injury frequency. Kelt has had no workplace fatalities to date.
2019

2018

Critical Incident Risk Management

Lost-time Frequency - Employee

count

-

1.0

Lost-time Frequency - Contractor

count

1.0

1.0

Total Lost Time

count

1.0

2.0

Kelt maintains an Emergency Response Plan (“ERP”) to prepare

Lost-time Injury Frequency

per 200,000 hours

0.1

0.2

workers for a rapid and effective response to emergency situations

Recordable Injury - Employee

count

-

-

Recordable Injury - Contractor

count

6.0

8.0

environment.

Total Recordable Injury

Count

6.0

8.0

Recordable Frequency - Total

per 200,000 hours

0.6

0.9

coordinate the implementation of protective actions, and restore

to protect the public, employees and contractors, and the
The objective of this program is to save lives,

operations. The ERP includes a tiered level of response based on
the type of incident and the response required.

Training is

provided to relevant field and office personnel on an annual basis

with a goal of ensuring workers are familiar with their role,
responsibilities and procedures in the event of an emergency. The
ERP is periodically reviewed and updated, and periodic drills are
conducted to verify that company personnel are prepared to
Image of Kelt’s low emission site

Kelt Exploration

2020 ESG Report | 9

respond appropriately.

Effective implementation and operation of
Kelt’s Environmental Management System

Environment

Canadian energy companies are among the most responsible energy producers in the world characterized by established industry practices and progressive
environmental policies. Kelt is committed to ensuring that its operational activities comply with all environmental regulatory standards and requirements.
Kelt emphasizes the awareness and commitment to environmental stewardship at all levels of the organization, including with its vendors and suppliers. Kelt
has implemented an Environmental Management System (EMS) to collect, monitor and report on its environmental footprint through all the stages of its
operations from planning to abandonment and reclamation.
The Kelt team is committed to finding ways to improve and protect the environment during exploration and
development operations from drilling processes through the life of a well’s production. The following are just a few
of the efforts Kelt has undertaken:
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Kelt site in Greater Grande Prairie

•

Limiting the Company's surface footprint by using horizontal drilling technologies, drilling multiple wells from a single well pad.

•

Beginning in 2019 all completion operations have utilized a bi-fuel frac which reduces the use of more carbon intensive fuel by
replacing it with natural gas. Kelt estimates that carbon emissions per completion have been reduced by approximately 27 percent.
During 2020, Kelt commenced utilizing the same technology on its drilling operations by way of a bi-fuel drilling rig.

•

Reusing and recycling to limit disposal of drilling fluids.

•

Reducing fresh water usage by using non-fresh water sources where available including the recycling and reuse of produced water.

•

Reducing emissions by eliminating or restricting flaring on new wells.

•

Capturing GHG emissions using vapor recovery units that direct tank vapors into a natural gas sales line.

•

Identifying, repairing and monitoring fugitive emissions at facilities through a company-wide leak detection and repair program.

•

Maintain firm reporting standards for any unplanned releases for proper investigation and to prevent future releases. Any spills and
releases are tracked and reported.

•

Designing improved spill containment infrastructure for the Company's facilities.
Kelt Exploration

2020 ESG Report | 10

Significant investments in fresh water
storage, water pipelines & disposal

Environment
Water Management

Kelt believes that responsible water management is important in reducing the Company’s environmental footprint while also lowering the costs to develop and
operate its assets. To achieve this goal, Kelt has made significant investments in fresh water storage, in-field water pipelines and water disposal. These
investments minimize the withdrawal from fresh water sources during dry periods. The fresh water pipeline infrastructure dramatically reduces the amount of
trucking required resulting in reduced GHG emissions.
Drilling and completing operations require significant volumes of water. To efficiently manage its water use, Kelt
strives to reduce the volume of water required and re-using and recycling water.

Kelt Exploration
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•

Flowback water is reused whenever possible during completion operations

•

Alternatives to fresh water sourcing are evaluated on each project. Historically, Kelt has been able to use the following forms of
fresh water alternatives when available: flowback water, produced water (including water sharing from other operators) and
landfill runoff (Leachate).

•

Following the sale of the Inga/Fireweed assets in August 2020 most of Kelt’s produced water contains H2S making the reuse of this
water challenging from both a safety and technological standpoint. Kelt constantly reviews new technology centered around the
efficacy of H2S removal that would allow this type of water to be reused.

•

Safe handling and disposal of sour produced water is critical. This wastewater is safely disposed of through licensed deep water
disposal wells.

•

In 2020, Kelt initiated the use of a high-viscosity friction reducer (HVFR) in the frac chemistry which can help in placing sand at
higher concentrations during the frac operations. The objective is to reduce the fresh water intensity per tonne of sand placed,
which reduces the total water required per well. Early trial results indicate that total water volumes were reduced by an estimated
10-20% and this initiative will continue to be evaluated in our 2021 completion program.
Kelt Exploration
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Environment
Oil and gas development and production generates greenhouse gas emissions from a variety of combustion sources and those that are not combusted such
as venting, flaring and fugitive methane. It is important to Kelt – for environmental, operational and economic reasons – to reduce emissions from its
operations. As it relates to methane emissions, the Company is targeting the use of instrument air in lieu of fuel gas to operate pneumatic controllers and
pumps.
In 2020, Kelt piloted its first sustainable low emission well site facility in an effort to dramatically lower its methane emissions. Through innovation and
employing new technologies, greater than 90% of the potential emissions were eliminated from the site. Well sites typically use natural gas driven
pneumatic pumps which are the largest contributor to methane emissions on site. To eliminate these emissions, Kelt installed electric powered pumps and
installed solar panels on-site to provide a zero-emission renewable energy source. The Company also eliminated flaring emission by installing mass flow
meter technology in place of a standard three phase separator which requires a flare system.

Kelt has set its first
quantitative goal to reduce
our methane emissions
intensity rate before 2025 by

50%
Image of Kelt’s low emission site
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Well sites also require a heat source which are
typically
generated
from
natural
gas
combustion. A shallow geothermal energy system
was designed and installed on-site to provide heat
through sustainable geothermal energy. Kelt plans
to implement its sustainable, low-emission well
site design on its future Montney pad site
developments.

Environment
Reclamation and Abandonment
Decommissioning and restoration of oil and gas sites is regulated in Alberta by the Alberta Energy
Regulator (“AER”) and in British Columbia by the BC Oil and Gas Commission (“BCOGC”). Permit
holders are required to properly deactivate and abandon wells, facilities and pipelines, and restore
disturbances to meet regulatory closure.
One measure of the Company’s abandonment and reclamation liabilities is its Liability
Management Rating (LMR) designated by the BC and Alberta governments. The ratio measures the
Company’s ability to address its abandonment, remediation and reclamation obligations. The
purpose of the LMR program is to ensure permit holders carry the financial risk of their operation
through to regulatory closure.
Kelt believes that proactive management of its abandonment and reclamation liabilities benefits
all Kelt’s stakeholders. In addition to the environmental and community benefits, oil and gas
abandonment and reclamation liabilities are an increasingly critical component of the valuation of
oil and gas assets for investors, lenders and in the acquisition and disposition market. Kelt’s LMR,
which is a commonly used measure of the Company’s ability to address its abandonment and
reclamation liabilities, is healthy at approximately 5 times. However, the Company is prioritizing
the improvement of its LMR and is developing medium and long-term targets to manage its oil and
gas liabilities. Kelt’s plan for the next 12-months includes 18 well abandonments.
Kelt is a member of the Woodlands North collaborative restoration plan to manage watersheds
and restore natural waterflow and improve fish habitat. Kelt successfully completed it’s initial
project in the Pouce Coupe Watershed and is developing an inventory and restoration plan for all
of its water crossings in Alberta.
Kelt Exploration
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5x

Liability Management Rating

Social Impact
Kelt has operations in both Alberta and
British Columbia, with a unique set of
local interests, landowners, First
Nations and governments. Kelt believes
that it has made a positive investment in
the communities it operates in with
employment, support of local services
and businesses and donations and
sponsorships of local initiatives.

Image of Kelt’s pipeline ROW near Wembley
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ESG Performance Tables
Production, annual average
Production, annual
Operated gross product sales, annual

Units
boe/d
boe
boe

2019
29,961

2018
27,006

10,935,765
10,662,868

9,857,190
9,759,429

EMISSIONS

Direct GHG Emissions

CO2e tonnes/year

210,055

191,239

Direct GHG Intensity

tonnes CO2e/boe

0.0197

0.0196

Methane Emissions

% of Direct Emissions

27%

31%

Indirect GHG Emissions

CO2e tonnes/year

12,565

13,198

Indirect GHG Intensity

tonnes CO2e/boe

0.0012

0.0014

DIRECT EMISSION BY ACTIVITY
Process Emissions (combustion)

CO2e tonnes/year

149,518

123,124

Flared

CO2e tonnes/year

10,126

14,603

Vented

CO2e tonnes/year

15,634

16,430

Fugitives

CO2e tonnes/year

34,777

37,082

AIR QUALITY

Units

2019

2018

Reportable Non-pipeline Spills
Reportable Pipeline Spills
Number of Reportable Spills

count
count
count

3.0
1.0
4.0

11.0
0.0
11.0

Volume of Non-pipeline Spills

m3

13.1

44.6

Volume of Pipeline Spills

m3

8.0

43.0

Total Volume of Reportable Spills
Total Volume of Reportable
Spills/Production
Volume spills in the Arctic
Volume of Spills Impacting Sensitive
Shoreline

m3

21.1

87.6

2.0

9.0

m3

-

-

m3

-

-

BIODIVERSITY IMPACTS

m3/mmboe

RECLAMATION
Number of Producing Wells (gross)

wells

627

746

Number of Producing Wells (net)

wells

412.3

481.3

Number of Non-producing Wells (gross)

wells

701

356

Number of Non-producing Wells (net)

wells

412.8

209.5

Sulfur Dioxide (SO2)

tonnes SO2/year

209

1,783

Total (Gross)

1,328

1,102

Methane (CH4)

tonnes CH4/year

2,296

2,370

Total (Net)

825.1

690.8

Nitrogen Oxides (NOx)

tonnes NOx/year

753

676

Annual well abandonments (gross)

wells

10

6

VOCs

tonnes VOC/year

424

697

Active Reclamations Ongoing (gross)

wells

23

10

Certificates Received

wells

1

1

WATER
Fresh Water Usage

m3

Fresh Water Intensity

m3/produced boe
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707,190

489,701

0.065

0.050

Note: There are no offshore sites.

ESG Performance Tables
Units

2019

2018

2,053,817

1,830,140

SAFETY
Exposure hours
Lost-time Frequency- Employee

count

-

1.0

Lost-time Frequency- Contractor

count
cases per 200,000 work
hours
count

1.0

1.0

0.1

0.2

-

-

6.0

8.0

0.6

0.9

Fatalities - Employee/Contractor

count
cases per 200,000 work
hours
count

-

-

SOCIAL
Workforce (FTE)
Field

count
count

97
42

91
35

Office

count

55

56

Women in workforce

percentage

30

30

Women in management and executive

percentage

29

29

Women on Board

percentage

17

17

Lost-time Frequency - Total
Recordable injury – Employee
Recordable injury - Contractor
Recordable Frequency- Total

ECONOMIC
Petroleum and Natural Gas Sales

$ million

394,356

389,277

Royalties

$ million

19,301

30,701

Capital Expenditures, before A&D

$ million

317,326

292,708

Salaries and benefits

$ million

18,579

17,048
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Notes to ESG Performance Tables
Emission Intensity is calculated based on operated gross product sales volumes and include third part volumes
processed and sold through operated facilities.
Direct (Scope 1) GHG Emissions are emissions that are created on site during the extraction and processing of oil and
natural gas. Direct GHG emissions include flaring, venting, combustion and fugitive emissions.
Indirect (Scope 2) GHG Emissions are generated from the purchased electricity used in our oil and gas operations
converted to t CO2e using the National Inventory Report, 1990-2016: Greenhouse Gas Sources and Sinks in Canada,
Tables A13-2 to A13-13, Environment Canada, 2018.
The Methodology used to collect activity data and calculate scope 1 and 2 emissions includes: IPIECA Petroleum
industry guidelines for reporting greenhouse gas emissions, 2nd edition; Canadian Association of Petroleum
Producers (CAPP) Calculating Greenhouse Gas Emissions, 2003; American Petroleum Institute (API) Compendium of
Greenhouse Gas Emissions Methodologies for the Oil and Natural Gas Industry, 2009; and respective provincial
regulator oil and gas measurement and reporting requirements.
Lost Time Injury (LTI) is any work related injury that results in the injured not being able to work for one full calendar
day or longer.
Recordable Injury is any injury with a more serious classification than first aid treatment.
Exposure hours are estimated based on the Canadian Association of Petroleum Producers Health and Safety
Performance Metric Reporting and the expenditures for the reporting period.

Abbreviations
HSE

Health, Safety and Environment

ERP

Emergency Response Plan

EMS

Environmental Management System

HVFR

high-viscosity friction reducer

AER

Alberta Energy Regulator

BCOGC

BC Oil and Gas Commission

LMR

Liability Management Rating

boe

barrel of oil equivalent

boe/d

barrel of oil equivalent per day

mboe

thousand barrels of oil equivalent

mmboe

million barrels of oil equivalent

m3

cubic meter

GHG

greenhouse gas

CO2e

carbon dioxide equivalent

SO2

sulfur dioxide

CH4

methane

NOx

nitrogen oxides

VOC

volatile organic compound

A&D

acquisitions and dispositions
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Advisories
Forward Looking Statements
Certain statements included in this corporate presentation (the “Presentation”) constitute forward looking statements or forward looking information under applicable securities legislation. Such forward looking
statements or information are provided for the purpose of providing information about management's current expectations and plans relating to the future. Readers are cautioned that reliance on such information may
not be appropriate for other purposes, such as making investment decisions. Forward looking statements or information typically contain statements with words such as “anticipate”, “believe”, “expect”, “plan”, “intend”,
“estimate”, “propose”, “project“, “goal", "target”, “objective”, “assume”, “forecast” or similar words suggesting future outcomes or statements regarding an outlook.
Forward looking statements or information are based on a number of factors and assumptions which have been used to develop such statements and information but which may prove to be incorrect. Although the
Company believes that the expectations reflected in such forward looking statements or information are reasonable, undue reliance should not be placed on forward looking statements because the Company can give no
assurance that such expectations will prove to be correct.
Forward looking statements or information are based on current expectations, estimates and projections that involve a number of risks and uncertainties which could cause actual results to differ materially from those
anticipated by the Company and described in the forward looking statements or information. These risks and uncertainties which may cause actual results to differ materially from the forward looking statements or
information include, among other things: the ability of management to execute its business plan; general economic and business conditions; the risk of instability affecting the jurisdictions in which the Company operates;
the risks of the oil and gas industry, such as operational risks in exploring for, developing and producing crude oil and natural gas and market demand; the possibility that government policies or laws may change or
governmental approvals may be delayed or withheld; the ability of the Company to add production and reserves through acquisition, development and exploration activities; the uncertainty of estimates and projections
relating to production (including decline rates), costs and expenses; fluctuations in oil and gas prices, foreign currency exchange rates and interest rates; risks inherent in the Company's marketing operations, including
credit risk; uncertainty in amounts and timing of royalty payments; health, safety and environmental risks; risks associated with potential future lawsuits and regulatory actions against the Company; uncertainties as to the
availability and cost of financing; changes in income tax rates; changes in incentive programs related to the oil and gas industry; and financial risks affecting the value of the Company’s investments.

Readers are cautioned that the foregoing list is not exhaustive of all possible risks and uncertainties.
All dollar amounts are referenced in Canadian dollars, except when otherwise noted.
“Adjusted funds from operations” is calculated as cash provided by operating activities before changes in non-cash operating working capital, and adding back: transaction costs associated with acquisitions and
dispositions, provisions for potential credit losses, and settlement of decommissioning obligations. Adjusted funds from operations per common share is calculated on a consistent basis with profit (loss) per common
share, using basic and diluted weighted average common shares as determined in accordance with GAAP. Adjusted funds from operations and operating income or netbacks are used by Kelt as key measures of
performance and are not intended to represent operating profits nor should they be viewed as an alternative to cash provided by operating activities, profit or other measures of financial performance calculated in
accordance with GAAP. For a reconciliation of cash provided by operating activities to adjusted funds from operations and the calculation of operating income derived from the individual financial statement line items in
accordance with GAAP see the management’s discussion and analysis of the financial condition and results of operations of the Corporation.
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Kelt Exploration Ltd.
Suite 300, East Tower
311 – Sixth Avenue SW
Calgary, AB T2P 3H2
Phone: 403-294-0154
Web: keltexploration.com
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