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MANAGEMENT’S DISCUSSION AND ANALYSIS

This management discussion and analysis (MD&A) is dated June 23, 2011, and should be read in
conjunction with the unaudited condensed interim consolidated financial Statements and notes of
Divestco Inc. (“Divestco” or the “Company”) as at and for the three months ending March 31, 2011 and
March 31, 2010, and should also be read in conjunction with the audited consolidated financial
statements for the years ended December 31, 2010 and 2009. All financial information in this section has
been prepared in accordance with International Financial Reporting Standards (“IFRS”) and is reported in
Canadian dollars unless otherwise specified.

ACCOUNTING POLICY CHANGES

On January 1, 2011, Divestco adopted IFRS for purposes of financial reporting, using a transition date of
January 1, 2010. Accordingly, these interim consolidated financial statements for the three months ended
March 31, 2011 and the comparative information for the three months ended March 31, 2010, have been
prepared in accordance with International Financial Reporting Standard 1, “First-time Adoption of
International Financial Reporting Standards”, and with International Accounting Standard 34, “Interim
Financial Reporting”, as issued by the International Accounting Standards Board (“IASB”).

Previously, the Company prepared its interim and annual consolidated financial statements in accordance
with Canadian generally accepted accounting principles (“previous GAAP”).

The adoption of IFRS has not had an impact on the Company’s operations or strategic decisions. Further
information on the effect of adopting IFRS is outlined in the “New Accounting Pronouncement” section of
this MD&A and in the “Explanation of transition to IFRS” note to the interim consolidated financial
statements for the three months ended March 31, 2011 and March 31, 2010.

DIVESTCO’S BUSINESS

Divestco operates under four business segments: Software and Data, Services, Seismic Data and
Corporate and Other.

e Software and Data - provides and is responsible for development, maintenance and support of
Divestco’s proprietary geological, geophysical and land applications used by oil and gas
professionals, including geologists, geophysicists, engineers, land agents and land administrators
worldwide. The Company offers customized software and data bundles to clients depending on
their needs. It also offers the market over 120 datasets including drilling data and a full suite of
exploration and production data (well, land, drilling, log and mapping). In addition the segment
provides ancillary document management services such as high-quality technical document
digitizing and rasterizing and scanning services for customers’ data management needs.

e Services - offers geomatics (geospatial data services, including data integrity validation, mapping,
database hosting, and advisory support and consultation) and seismic processing to customers
who require data quality assurance, processing and data management services for geophysical
and geological information. The segment also offers land management services through Cavalier
Land and Canadian Landmasters including surface acquisition, public consultation, telecom
acquisition and consultation, regulatory guidance, freehold mineral acquisition, and crown land
sale representation.

e Seismic Data - provides the oil and natural gas industry with quick, reliable access to cost-
effective, high-resolution seismic data. Divestco commenced rebuilding its seismic data library in
Q4 2010. The segment provides seismic brokerage through the largest division of its kind in
Canada with 11 independent brokers as well as data management services.
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e Corporate and Other - responsible for setting Divestco’s overall strategic plan and providing
finance and accounting, sales and marketing, human resources (HR) and information technology
(IT) services to the Company’s operating segments. The segment is discussed under the “Results
of Operations by Segment” section of the MD&A.

BUSINESS STRATEGY

Divestco’s vision is to be the leading geo-services company in Canada, providing a focused offering of
data, software and services through innovation and technical expertise, to the oil and gas industry
worldwide.

Divestco is an exploration services company that provides a comprehensive and integrated portfolio of
data, software and services to the oil and gas industry. Through continued commitment to align and
bundle products and services to generate value for customers, Divestco is creating an unparalleled set of
integrated solutions and unique benefits for the marketplace. Divestco’s breadth of software, services,
and data solutions offers customers the ability to access and analyze the information required to make
business decisions and to optimize their success in the upstream oil and gas industry.

FUTURE OPERATIONS AND SUBSEQUENT EVENT

The interim consolidated financial statements have been prepared on the basis that the Company will be
able to discharge its obligations and realize its assets in the normal course of business at the values at
which they are carried in the consolidated financial statements.

At March 31, 2011 the Company had a working capital deficit of $2.9 million including deferred revenue of
$3.8 million. The Company incurred losses of $4.3 million for the three months ended March 31 2011.
The net loss included occupancy costs related to the Company’s existing office space leases and its new
office space lease which commenced on May 1, 2010. The double rent obligations are expected to cease
in Q3 2011 and the Company is actively searching for subtenants in its new office space to reduce its
overall operating expenses. The Company is focused on re-establishing positive earnings from all of its
operating segments and has secured additional sources of capital to continue its activities and discharge
its commitments as they become due. On May 4, 2011, the Company announced that it had closed a $5
million subordinate bridge loan.

These matters cast doubt on the ability of the Company to continue to achieve profitable operations and
meet its obligations. Management believes that the going concern assumption is appropriate for the
consolidated financial statements. Adjustments to the carrying amounts of the balance sheet
classifications used, assets and liabilities, and revenues and expenses, may be necessary should the
going concern assumption be inappropriate.

FORWARD-LOOKING INFORMATION

Divestco’s MD&A and consolidated financial statements contain forward-looking information related to the
Company’s capital expenditures, projected growth, view and outlook towards future oil and gas prices and
market conditions, and demand for its products and services. Statements that contain words such as
“could’, “should”, “can”, “anticipate”, “expect’, “believe”, “will’, “may” and similar expressions and
statements relating to matters that are not historical facts constitute “forward-looking information” within
the meaning applicable by Canadian securities legislation. Although management of the Company
believes that the expectations reflected in such forward-looking information are reasonable, there can be
no assurance that such expectations will prove to have been correct because, should one or more of the
risks materialize, or should the assumptions underlying forward-looking statements or forward-looking
information prove incorrect, actual results may vary materially from those described in this MD&A as
intended, planned, anticipated, believed, estimated or expected. Readers should not place undue reliance
on forward-looking statements or forward-looking information. All of the forward-looking statements and
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forward-looking information of the Company contained in this MD&A are expressly qualified, in their
entirety, by this cautionary statement.

In particular, this MD&A contains forward-looking statements pertaining to the following*:

e Company’s ability to keep debt and liquidity at acceptable levels, improve, maintain its working capital

position and maintain profitability in the current economy

Availability of external and internal funding for future operations

Relative future competitive position of the Company

Nature and timing of growth

Oil and natural gas production levels

Planned capital expenditure programs

Supply and demand for oil and natural gas

Future demand for products/services

Commodity prices

Impact of Canadian federal and provincial governmental regulation on the Company

Expected levels of operating costs, general administrative costs, costs of services and other costs

and expenses

Future ability to execute acquisitions and dispositions of assets or businesses

e Expectations regarding the Company’s ability to raise capital and to add to seismic data through new
seismic shoots and acquisition of existing seismic data

e Treatment under tax laws

¢ New accounting pronouncements

*These statements are included under the headings of this MD&A: “Overall Performance”, “Outlook”, and “Results of Operations by
Segment’, “Liquidity and Capital Resources”, and “New Accounting Pronouncements”.

These forward-looking statements are based upon assumptions including: future prices for crude oil and
natural gas; future interest rates and future availability of debt and equity financing will be at levels and
costs that allow the Company to manage, operate and finance its business and develop its software
products and various oil and gas datasets including its seismic data library, and meet its future
obligations; the regulatory framework in respect of royalties, taxes and environmental matters applicable
to the Company and its customers will not become so onerous on both the Company and its customers
as to preclude the Company and its customers from viably managing, operating and financing its
business and the development of its software and data; and that the Company will continue to be able to
identify, attract and employ qualified staff and obtain the outside expertise as well as specialized and
other equipment it requires to manage, operate and finance its business and develop its properties.

These forward-looking statements are subject to numerous risks and uncertainties, certain of which are
beyond the Company’s control, including:

General economic, market and business conditions

Volatility in market prices for crude oil and natural gas

Ability of Divestco’s clients to explore for, develop and produce oil and gas
Availability of financing and capital

Fluctuations in interest rates

Demand for the Company’s product and services

Weather and climate conditions

Competitive actions by other companies

Availability of skilled labour

Failure to obtain regulatory approvals in a timely manner

Adverse conditions in the debt and equity markets

Government actions including changes in environment and other regulations
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These risks and uncertainties are discussed in greater detail in the Business Risks and Environment
section of this MD&A and in the Company’s Annual Information Form for the year ended December 31,
2010, incorporated here by reference.

NON-GAAP MEASURES

The Company’s interim consolidated financial statements have been prepared in accordance with IFRS.
Certain measures in this document do not have any standardized meaning as prescribed by IFRS and
are considered non-GAAP measures.

This MD&A uses the terms “EBITDA” (earnings before interest, income taxes, depreciation and
amortization), “operating income”, “funds from operations”, and “funds from operations per share (basic
and diluted)”; however, these terms are not measures that have any standardized meaning prescribed by
IFRS and are considered non-GAAP measures. While these measures may not be comparable to similar
measures presented by other issuers, they are described and presented in this MD&A to provide
shareholders and potential investors with additional information regarding the Company’s results, liquidity,
and its ability to generate funds to finance its operations.

EBITDA AND OPERATING INCOME

Divestco uses EBITDA and operating income as key measures to evaluate the performance of its
segments and divisions as well as the Company overall, with the closest IFRS measure being net
income. EBITDA and operating income are measures commonly reported and widely used by investors
as indicators of the Company’s operating performance and ability to incur and service debt, and as a
valuation metric. The Company believes EBITDA and operating income assist investors in comparing the
Company’s performance on a consistent basis without regard to financing decisions and depreciation and
amortization, which are non-cash in nature and can vary significantly depending upon accounting
methods or non-operating factors such as historical cost.

EBITDA and operating income are not calculations based on IFRS and should not be considered
alternatives to net income in measuring the Company’s performance. As well, EBITDA and operating
income should not be used as exclusive measures of cash flow, because they do not consider the impact
of working capital growth, capital expenditures, debt principal reductions and other sources and uses of
cash, which are disclosed in the consolidated statements of cash flows. While EBITDA and operating
income have been disclosed herein to permit a more complete comparative analysis of the Company’s
operating performance and debt servicing ability relative to other companies, investors should be
cautioned that EBITDA and operating income as reported by Divestco may not be comparable in all
instances to EBITDA and operating income as reported by other companies. Investors should also
carefully consider the specific items included in Divestco’s computation of EBITDA and operating income.

The following is a reconciliation of EBITDA and operating income with net income:

For the three months ended March 31 2011 2010
(Thousands)

Net Loss $ (4,332)| $ @,211)
Income Tax Expense (Reduction) 49 (1,909)
Other Income (Loss) (" - 80
Operating Loss $ (4,283)( $ (6,200)
Interest 16 569
Depreciation and Amortization 3,410 9,236
EBITDA (LOSS) $ (857)| $ 3,605

(1) Other income (loss) includes net foreign exchange gains/losses, gains/losses on sales of property, plant and equipment/data
libraries, and equity investment income/loss.
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FUNDS FROM OPERATIONS

Divestco reports funds from operations because it is a key measure used by management to evaluate its
performance and to assess the ability of the Company to finance operating and investing activities. Funds
from operations excludes certain working capital changes and other sources and uses of cash, which are
disclosed in the consolidated statements of cash flows. It is not a calculation based on IFRS and should
not be considered an alternative to the consolidated statements of cash flows. Funds from operations is a
measure that can be used to gauge Divestco’s capacity to generate discretionary cash flow. Investors
should be cautioned that funds from operations as reported by Divestco may not be comparable in all
instances to funds from operations as reported by other companies. While the closest IFRS measure is
cash flows from operating activities, funds from operations is considered relevant because it provides an
indication of how much cash generated by operations is available before proceeds from divested assets
and changes in certain working capital items.

The following reconciles funds from operations with cash flows from operating activities:

For the three months ended March 31 2011 2010
(Thousands)

Cash Flows from (used in) Operating Activities $ (444)| $ 3,048
Changes in Non-Cash Working Capital Balances related to operating activities (489) (1,491)
Decrease in Non-Current Deferred Revenue - -
Decrease inLong-Tem Prepaid Expenses - (79)
Funds from Operations (Deficiency) $ 933)| $ 1,478

BUSINESS RISKS AND ENVIRONMENT

DEMAND FOR PRODUCTS AND SERVICES AND DEPENDENCE ON MAJOR CUSTOMERS

Divestco’s business is tied primarily to the oil and gas exploration and production industry. The demand
and price for services and products offered by Divestco depends on the activity levels for oil and gas
producers, which are determined by commodity prices, supply and demand for oil and natural gas,
access to credit and capital markets, and to a lesser extent, government regulation (including regulation
of environmental matters and material changes in taxation policies).

The Company has a wide customer base in the energy sector ranging from large multinational public
entities to small private companies. Notwithstanding the Company's wide customer base, five customers
account for 30% of the Company’s accounts receivable as at March 31, 2011, and three customers
accounted for 30% of the Company's revenue for the three months ended March 31, 2011. The
Company has historically had a stable relationship with these customers and has no reason to believe
there will be any change to this relationship in the future. The Company continuously makes efforts to
expand its customer base.

The Company spends a considerable amount of time determining the optimal location to conduct a
seismic survey, which includes using its contacts in the oil and gas exploration and production industry. In
order to minimize capital risk, the Company routinely pre-sells data licenses in advance of committing to a
capital outlay. For larger seismic programs, the Company may rely on third parties to share in the cost
and these parties are also susceptible to the risks and uncertainties associated with the oil and gas
industry.

Although Divestco does what it considers to be a thorough analysis of the factors that may affect the
probability of future sales of its seismic surveys and obtains pre-sale commitments for a majority of these
costs, there is no certainty of future demand for these surveys by the oil and gas industry.
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SEASONALITY

Acquisition of seismic data is usually completed in the winter season when the ground is frozen. These
conditions are imperative, especially in the northern areas of Alberta and British Columbia where seismic
acquisition requires the use of heavy equipment. Unfavourable weather conditions may cause potential
cost overruns and delays in the field data acquisition portion of the seismic data survey, delaying revenue
recognition.

Divestco depends on qualified contractors to complete the surveys on time and within budget. To help
ensure this, Divestco obtains written cost estimates before a survey begins, and then regularly follows up
with the contractor on the progress and costs incurred during the survey.

Other segments of the Company, such as Services, normally exhibit a noticeable reduction in sales from
mid-April through to the end of September and a noticeable increase in sales during the fall and winter
months when significant drilling and exploration activities are underway in North America. Divestco tries to
minimize these fluctuations by performing specific types of contract work appropriate for lower-activity
months. The Software and Data segment typically experiences a slowdown during July and August,
which is generally a slower period for the oil and gas industry in western Canada.

COMPETITION

The Company operates in a highly competitive, price-sensitive industry. In addition, Divestco competes
with some senior companies that generally have access to a larger pool of capital resources and may
have significant international presence. Divestco attempts to distinguish itself from its competitors by
selling a wide range of oil and gas exploration products and services on either a stand-alone basis or as
bundled solutions customized to the customer’s needs.

SKILLED LABOUR

Divestco’s success depends on attracting and retaining highly skilled management, geophysical,
geological, software development, sales, and other staff. The Company achieves this by offering an
attractive compensation package and training. To protect its competitive advantage and intellectual
property, Divestco has internal confidentiality policies and obtains non-compete agreements from certain
employees.

GOVERNMENT REGULATIONS AND SAFETY

Divestco’s seismic operations are subject to a variety of Canadian federal and provincial laws and
regulations, including laws and regulations relating to safety and the protection of the environment. In its
operations, the Company and its contractors are required to invest financial and managerial resources to
comply with such laws and related permit requirements. However, because such laws and regulations are
subject to change, it is not feasible for the Company to predict the cost or impact of such laws and
regulations on its future operations. As well, the adoption or modification of laws and regulations could
lead oil and gas companies to curtail exploration and development, reducing the demand for seismic
surveys, which could also adversely affect the Company’s seismic operations.

In addition to the “Business Risks and Environment” section in this MD&A, see the “Risk Factors”
section in the Company’s Annual Information Form (AIF) for the year ended December 31, 2010. A
copy of the Company’s AIF and other continuous disclosure documents can be viewed at
www.sedar.com or on the Company’s website at www.divestco.com.
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OVERALL PERFORMANCE

Financial Results (Thousands, Except Per Share Amounts)
Three Months Ended March 31
2011 2010 $ Change % Change
Revenue $ 8,815| $ 12,078 | $ (3,263) -27%
Operating Expenses 9,672 8,473 1,199 14%
EBITDA ") (857) 3,605 (4,462) -124%
Interest 16 569 (553) -97%
Depreciation and Amortization 3,410 9,236 (5,826) -63%
Operating Loss " (4,283) (6,200) 1,917 -31%
Other Income (Loss) - 80 (80) -100%
Income Tax Expense (Reduction) 49 (1,909) 1,958 -103%
Net Loss $ (4,332)| $ (4,211)] $ (121) 3%
Per Share - Basic (0.07) (0.10) 0.03 -30%
Per Share - Diluted (0.07) (0.10) 0.03 -30%
Funds from Operations "’ $ (933)| $ 1,478 | $ (2,411) -163%
Per Share - Basic \" (0.02) 0.04 (0.06) -150%
Per Share - Diluted " (0.02) 0.04 (0.06) -150%
Shares Outstanding 59,393 41,958 N/A 42%
Weighted Average Shares Outstanding
Basic 59,344 41,958 N/A 41%
Diluted 59,344 41,958 N/A 41%
Financial Position (Thousands) Balance as at
Mar 31, 2011 | Dec 31,2010 | Jan 01, 2010
Total Assets $ 34,060 | $ 34,984 | $ 175,923
Working Capital 922 3,599 (6,250)
Long-Term Debt Obligations 674 556 30,504

) See the Non-GAAP Measures section.

@ Excluding the current portion of deferred revenue of $3.8 million, the Company’s working capital was $922,000 at March 31, 2011,
compared to working capital of $ 3.6 million at December 31, 2010 (excluding deferred revenue of $2.7 million) and a $6.3 million
deficit at January 1, 2010 (excluding deferred revenue of $3.9 million).
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EARNINGS VARIANCE ANALYSIS
Q1 2011 VERSUS Q1 2010

Divestco realized a net loss for the first quarter of 2011 of $4.3 million ($0.07 per share — basic and
diluted) compared to net loss of $4.2 million ($0.10 cents per share — basic and diluted) for the same
period in 2010. The net loss in Q1 2011 was primarily due to a decrease in revenue from the sale of the
Company’s seismic assets in Q3 2010, double rent commitments and expenses related to the Company’s
office space. This was offset by a decrease in depreciation and amortization by $5.8 million (63%) mainly
due to sale of the Company’s seismic data assets in Q3 2010.

Operating highlights included:

o Completion of the Company’s first seismic participation survey since it sold its seismic data library
in Q3 2010 covering an area of 71 km?

e Positive working capital of $922,000 as at March 31, 2011 (excluding deferred revenue of $3.8
million)

¢ InQ1, 2011, the Company finalized an agreement whereby the lease of two floors of space in its
current office premises were assumed by another company. The realization of this economic
benefit begins in Q4 2011 and will amount to an annual savings of $2 million.

OUTLOOK AND FUTURE OPERATIONS

Divestco has adopted a new strategy for the rebuild of its seismic data library. The focus will be on oil-rich
zones as opposed to natural gas-rich zones due to current commodity prices. In addition, the Company’s
pre-funding level targets have been set higher on new surveys than it has been in the past.

Industry activity year to date has shown signs of positive recovery with certain areas of the business at
capacity. Work in progress coupled with summer and fall activity commitments from clients point to
continued but slow recovery to pre-recession levels. The Company will continue to focus on reducing
operating expenses and adjusting to industry activity levels. The Company is looking to sublease excess
space in current office premises and with the rapid rise in the market for commercial space over the past
six months, it is expected the space will be sublet on a full recovery basis. In addition, the Company
anticipates a reduction of salaries and benefits in Q3 and Q4 2011 due to continuation of its summer work
program to reduce labour costs in these seasonal slow periods.

SELECTED QUARTERLY INFORMATION

2011 2010 2009
(Thousands, Except Per Share
Amounts) Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
Revenue @ $ 8,815|$ 8,235 | $ 8516 |$ 10648 |$  12,078|$ 10268 |$  13.411|$ 19,532
EBITDA 1@ (857) (4,931) (9,009) 2,389 3,605 122 5,903 10,683
Operating Income (Loss) (@ (4,283) (7,491) (17,995) (5,991) (6,200) (8,714) (2,740) 1,818
Net Income (Loss) @ (4,332) (7,500) (49,883) (4,577) (4,211) (7,291) (1,245) 1,558
Per Share - Basic (0.07) (0.17) (1.19) (0.11) (0.10) (0.17) (0.03) 0.04
Per Share - Diluted (0.07) (0.17) (1.19) (0.11) (0.10) (0.17) (0.03) 0.04
Funds from Operations ) (933) (4,801) (6,970) 1,970 1,478 (47) 9,984 6,719
Per Share - Basic (0.02) (0.11) (0.17) 0.05 0.04 0.00 0.24 0.16
Per Share - Diluted (0.02) (0.11) (0.17) 0.05 0.04 0.00 0.24 0.16

) See the Non-GAAP Measures section.
@ Q1 2010 is restated in accordance with IFRS. Q4, Q3, Q2 2010 and Q4, Q3, Q2 2009 are stated in accordance Canadian GAAP.
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The trend illustrated in the table above is a result of divestments made by Divestco, unanticipated
negative regional and global market conditions including a worldwide economic recession in 2009 and for

most of 2010, depressed equity and credit markets and low natural gas prices.

RESULTS OF OPERATIONS BY SEGMENT

FINANCIAL SUMMARY BY SEGMENT

" See the Non-GAAP Measures section.

% of Revenue

Revenue by Segment

O Seismic Data
| Services
@ Softw are & Data

Q111 Q110
For the three months ended March 31, 2011 (Thousands)
Software &al Corporate &
Dat Services| Seismic Data Other Total
Revenue $ 21771 $ 5126| $ 1,512 -9 8,815
EBITDA " 770 1,401 567 (3,595) (857)
Interest (Net of Interest Revenue) (1) (3) 20 16
Depreciation and Amortization 1,131 291 93 1,050 3,410
Operating Income (Loss) (361) 1,11 (368) (4,665) (4,283)
For the three months ended March 31, 2010 (Thousands)
Software & Corporate &
Datal Services| Seismic Datal Other Total|
Revenue $ 2,420| $ 549 $ 4,166 1% 12,078
EBITDA (" 927 1,371 3,038 (1,731) 3,605
Interest (Net of Interest Revenue) - - . 569 569
Depreciation and Amortization 735 529 7,679 293 9,236
Operating Income (Loss) ¢ 192 842 (4,641) (2,593) (6,200)

" See the Non-GAAP Measures section

@' Q1 2010 is restated in accordance with IFRS.
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SOFTWARE AND DATA

Three months ended Mar 31
(Thousands) 2011 2010, $ Change| % Change|
Revenue \“’ $ 21771 $ 24200 $  (243) -10%
EBITDA (V@ 770 927 (157) 7%
Interest (Net of Interest Revenue) - - . N/A
Depreciation and Amortization 1,131 735 396 54%
Impairment of Goodwill and Intangibles - - . N/A
Operating Income (Loss) "2 (361) 192 (553) -288%

' See the Non-GAAP Measures section
@' Q1 2010 is restated in accordance with IFRS.

Q1 2011 VERSUS Q1 2010

In the first quarter of 2011, Software and Data recorded an operating loss of $361,000, compared with
operating income of $192,000 in the first quarter of 2010.

The decrease in revenue of $243,000 (10%) was due to lower software and support data revenues which
were offset by an increase in the log data revenues.

The $157,000 (17%) decrease in EBITDA was mainly attributable to a decrease in revenue, an increase
in G&A expenses by $40,000 (15%) and an increase in sales and marketing expense of $12,000 (9%).
These were offset by a decrease in salaries and benefits of $138,000 (13%) compared to Q1 2010.
Amortization of deferred development costs increased by $496,000 (118%) due to the completion of
projects for which amortization commenced in 2010 while amortization and depreciation of other assets
decreased by $100,000 (32%).

OUTLOOK

Core areas of development effort surround WinPICS, GeoCarta and Landrite. In terms of activity in 2011,
Landrite has made exceptional strides in both software and consulting sales and the Company is
confident that it should be able to sustain these activity levels for the foreseeable future. Both WinPICS
and GeoCarta (among other products) will see releases in Q2 2011 and will provide functional
improvements and additions to the client base.

Divestco is also pleased with the activity levels seen in the Log Data division; both in subscription take up
and service offerings. The Company hopes that this is a leading indicator for future activity that is starting
to germinate.

SERVICES
Three months ended Mar 31

(Thousands) 2011 2010 $ Change % Chang_u
Revenue *“’ $ 5126 $ 5492 $  (366) 7%
EBITDA (V2 1,401 1,371 30 2%
Interest (Net of Interest Revenue) (1) - (1 N/A
Depreciation and Amortization 291 529 (238) -45%
Operating Income (Loss) "% 1,111 842 269 32%

™ See the Non-GAAP Measures section
@' Q1 2010 is restated in accordance with IFRS.

Q1 2011 VERSUS Q1 2010
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In the first quarter of 2011, Services recorded operating income of $1.1 million, compared to operating
income of $842,000 in the first quarter of 2010.

Geomatics revenue in Q1 2011 decreased by $63,000 (4%) compared to Q1 2010 mainly due to
decreases in DLS and consulting of $61,000 (97%) as a consulting project commencement for a major
client was delayed to Q2 2011. Processing division revenue decreased by $179,000 (8%) due to lower
industry activity levels and similar large one-time projects completed in Q1 2010 not being duplicated in
Q1 2011. Land management services division revenue was up $284,000 (22%) due to an increase in land
acquisition activity over the comparative quarter. Due to the sale of the business consulting division in
March 2010, revenue in Services decreased by $360,000.

Salaries and benefits increased marginally by $45,000 (2%) due to severance costs in Q1 2011. These
were offset by lower G&A expenses which decreased by 492,000 (36%) mainly due to a decrease in
occupancy costs and the sale of the business consulting division in Q1 2010. Amortization and
depreciation decreased by $253,000 due to a reduction in capital expenditures.

OUTLOOK

Seismic processing activity levels for the first quarter have been positive and the earlier trend of
previously dormant customers is reversing with these customers becoming active and continuing to bring
in new projects. Overall processing work for the remainder of 2011 is forecast to steadily return to higher
activity levels with many new projects now being available for bid. Operational improvement efforts in this
division over the past several months are protecting top-line revenues while improving efficiencies, agility
and lowering costs.

Geomatics expects to launch its international campaign as well as its new offering of Geomatics Advisory
Services. The division also got under way with the second phase of a large NAD consulting project for a
major oil and gas client in the middle of Q2 2011 (delayed from late Q1 2011) with a second client
expected to begin in Q3 2011.

For Divestco’s Land Management Services division (Cavalier Land), sales volumes are expected to rise
due to a few key factors. First, the continued rise and stability of oil and gas prices is expected to lead to
increased exploration and production among many clients. Second, the hiring of a professional account
representative in January 2010 led to the addition of 12 new clients in Q1 2011 and this trend is expected
to continue. Third, Cavalier Land has expanded into other markets, including telecommunications and
environmental assessments. The telecommunications market added a new revenue stream in Q1 2011
and is expected to provide the greatest growth for Cavalier Land in 2011 as there has been an
emergence of new providers in the market. Finally, a significant contract with a major utility supplier
signed in 2009 will continue throughout 2011 which will lead to increased field agent work across Alberta.
On the expense side, the division continues to monitor labour and G&A costs very closely. This will
continue throughout the year.

SEISMIC DATA
Three months ended Mar 31

(Thousands) 2011 2010 $ Change| % Change|
Revenue $ 1512 $ 4166/ $ (2,654) -64%
EBITDA (V@ 567 3,038 (2,471) -81%
Interest (Net of Interest Revenue) (3)| - (3) N/A
Depreciation and Amortization 938 7,679 (6,741) -88%
Operating Income (Loss) % (368) (4,641) 4,273 -92%

™ See the Non-GAAP Measures section
@' Q1 2010 is restated in accordance with IFRS.
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Seismic Data Library Balance as at

Mar 31, 2011| Dec 31, 2010 | Jan 01, 2010
2D in Gross KM 49 49 103,848
2D in Net KM 49 49 82,802
3D in Gross KM? 138 - 16,319
3D in Net KM? 138 - 15,122
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Q1 2011 VERSUS Q1 2010

In the first quarter of 2011, Seismic Data recorded an operating loss of $368,000 compared with an
operating loss of $4.6 million in the first quarter of 2010. Total seismic data revenue in Q1 2011 was $0.9
million compared to $3.5 million in Q1 2010, a $2.6 million decrease (74%). The significant drop in
revenues was a result of the sale of the Company’s seismic data library in Q3 2010. Seismic data
revenue includes seismic data library sales and participation survey revenue. Brokerage revenue was
$614,000 in Q1 2011 compared to $703,000 in Q1 2010. The decrease of $89,000 (13%) was due to
some large data sales in Q1 2010 that were not repeated in Q1 2011.

Seismic data library sales were $0.1 million in Q1 2011 compared to $3.2 million in Q1 2010. Due to the
seismic database divestiture, these results were expected by management. Participation survey revenue
was $781,000 in Q1 2011 compared to $307,000 in Q1 2010. Divestco completed a 71 km? survey in Q1
2011.

Salaries and benefits increased marginally by $25,000 (7%) while G&A expenses decreased by $198,000
(27%) mainly due to a decrease in seismic data storage costs due to the sale the seismic database in Q3
2010 of $82,000 and a decrease in bad debt expense of $77,000. Amortization of data libraries
decreased by $6.7 million as compared to Q1 2010 due to the sale of the Seismic Assets in Q3 2010
which resulted in insignificant amortization in Q1 2011.

OUTLOOK

Divestco commenced the rebuild of its seismic data library in Q4 2010, completing its first survey in Q1
2011 since it disposed of seismic assets in Q3 2010. The Company also commenced a survey of
approximately 200km? in central Alberta which is expected to be completed in Q3 2011. Plans are to
commence at least one additional survey in Q4 2011 depending on the level of pre-funding that is
secured.

CORPORATE AND OTHER
Three months ended Mar 31

(Thousands) 2011 2010, $ Change % Chang_l
Revenue "’ $ 1 $ 4 3 - N/A
EBITDA (@ (3,595)| (1,731) (1,864) 108%
Interest (Net of Interest Revenue) 20| 569 (549) -9%6%
Depreciation and Amortization 1,050 293 757 258%
Impairment of Goodwill and Intangibles - - . N/A
Operating Income (Loss) "2 (4,665)| (2,593) (2,072) 80%

™ See the Non-GAAP Measures section
@' Q1 2010 is restated in accordance with IFRS.

Q1 2011 VERSUS Q1 2010

Salaries and benefits increased by $79,000 (8%) due to severance payouts and certain salary austerity
measures ending on January 1, 2011. G&A expenses increased by $1.8 million (179%) mainly due to a
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increase in occupancy costs due to the Company paying rent on multiple leased office premises due to a
delay in the Company moving into its new office space, the lease for which commenced on May 1, 2010.
The double rent payments are expected to cease in Q3 2011. Interest expense decreased by $549,000
(97%) mainly due to convertible debentures being repaid Q3 2010. Amortization increased by $0.8 million
(257%) due to a net impairment recorded on leasehold improvements related to the floors the Company
intends to sublease to a third party.

OUTLOOK

Divestco continues to reduce its corporate overhead costs. In Q1, 2011, the Company finalized an
agreement whereby the lease of two floors of space in its current office premises were assumed by
another company. The economic benefit of this transaction will start to be realized in Q4 2011 and will
amount to an annual savings of $2 million. Management has negotiated lower fees with a number of
vendors and continues to ensure non-revenue generating business units are the right size for the
company including middle and senior management.

In Q1 2011 the Company has recorded an amount with respect to the sub-leasing of additional floors at
its new office premises. Based on current market conditions the Company expects to recover 100% of its
leasing and related operating costs for the floors. The recovery does not include costs incurred by the
Company on leasehold improvements (net of tenant inducements). In anticipation of leasing out these
additional floors, the Company recorded a net impairment of $0.8 million on leasehold improvements for
the relevant floors.

DEPRECIATION AND AMORTIZATION

Three months ended Mar 31
(Thousands) 2011 20100 $ Change| % Change|
Depreciation and Amortization $ 3410 $§ 9,236 $ (5,826) -63%

In the first quarter of 2011, depreciation and amortization was $3.4 million, compared with $9.2 million of
depreciation and amortization in the first quarter of 2010, a decrease of $5.8 million (63%). Amortization
of deferred development costs increased by $499,000 (87%) due to certain projects being completed and
the amortization commencing on these in 2010. Amortization of data libraries decreased by $6.8 million
(87%) due to sale of the Company’s seismic assets in Q3 2010. Amortization of property and equipment
(PP&E) and intangibles increased by $0.4 million (50%) after recording a net impairment on leasehold
improvements related to the floors the Company intends to lease to a third party. With the exception of
software code, the Company’s remaining intangibles were fully amortized by the end of 2009.

INCOME TAXES

Three months ended Mar 31
(Thousands) 2011 2010, $ Change| % Change|
Current 49 (31) 80 -258%
Future (Reduction) - (1,878) 1,878 -100%
Income Taxes (Reduction) $ 49 $ (1,909) $ 1,958 -103%

In the first quarter of 2011, Divestco recorded a current tax provision of $49,000. No deferred tax
provision was recorded as the Company has not recognized any benefit associated with its tax pools as
there is no certainty when they will be realized.

As at March 31, 2011 there were $41.5 million in Federal and $27 million in Alberta non-capital loss carry-
forwards ($2.7 million was assumed through various acquisitions in 2007) which begin to expire in 2027.
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In addition the Company has $1.3 million in federal scientific research and experimental development
investment tax credits to reduce taxes payable in the future which expire in 2029.

MAJOR TRANSACTIONS

SEISMIC RELATED

In Q4 2010, Divestco commenced a 71 km? 3D seismic survey which was completed in Q1 2011 at a cost
of $2.3 million. The Company also signed an agreement during in Q4 2010 whereby in exchange for a
license to the survey it completed in Q1 2011, it obtained the ownership rights to an existing 3D survey in

Q1 2011 covering an area of 66 km?.

LIQUIDITY AND CAPITAL RESOURCES

Summary of Financial Position

Balance as at

(Thousands, except as otherwise indicated) Mar 31, 2011 Dec 31, 2010 Jan 01, 2010
Current Assets $ 13,754 | $ 15,994 | $ 21,151
Current Liabilities 12,832 12,395 27,401
Working Capital (Deficiency) 922 3,599 (6,250)
Funded Debt 674 556 30,504
Shareholders' Equity 13,837 18,070 107,547
Funded Debt to Equity © - % 5% 3% 28%

" Excludes deferred revenue

@ Current and long-term portion of debt obligations and convertible debentures

® Funded debt divided by shareholders' equity

WORKING CAPITAL

Divestco’'s working capital as at March 31, 2011, excluding deferred revenue of $3.8 million was
$922,000, compared to working capital of $3.6 million as at December 31, 2010 excluding deferred

revenues of $2.7 million.

The decrease in working capital was mainly due to a decrease in cash due to the funds required for the
build-out of the Company’s new office premises (net of tenant inducements) and to cover double-rent
costs. Accounts receivable were lower due to a decrease in revenue and an increase in operating
expenses. This was partially offset by a decrease in accounts payable due to some of the funds received
from a private placement being used to pay vendor accounts.

While the Company has focused on collection of its receivables, especially those that are greater than 90
days old, the Company records an allowance for doubtful accounts of 20% of balances over 120 days old.
Where there are indications that legal action may be required, settlement could be further delayed. As
outlined in the Seismic Data Purchase Agreement incorporated by reference in the August 26, 2010
Information Circular and filed on SEDAR, Divestco retained the right to litigate and retain in whole or in
part the proceeds of past breaches with respect to certain of the disposed seismic assets. Divestco relies
on a combination of patent, copyright, trademark and trade secret laws, confidentiality agreements,
contractual provisions and other measures to protect its own proprietary information. Despite Divestco’s
efforts to protect its proprietary rights, unauthorized parties may or have attempted to copy aspects of its
technology or to obtain and use information that Divestco regards as proprietary such as its current and
past seismic data library. In an effort to protect the Company’s seismic data asset both past and present,
Divestco has commenced (or is contemplating) legal action(s) against companies for breaches of its
license agreement(s), copyright and duty of confidentiality for unauthorized sharing of its proprietary
seismic data with third parties and will continue to enforce its proprietary rights using all methods at its
disposal. These actions commenced or contemplated could have a material financial impact to the
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Company. Given the nuances it is difficult to quantify the timing or potential financial impact of any legal
action commenced or contemplated.

To mitigate further economic pressure the Company remains committed to limiting capital expenditures
unless they are well funded (mainly seismic participation surveys) and implemented further cost-cutting
measures to reduce aggregate corporate overhead and labour costs.

Divestco’s debt summary at March 31, 2011:

Forecasted

Balance as at Balance as at| balance as at|

January 1,| Payments (net March 31, Expected| December 31,

2011] of advances) 2011 payments| 2011

Operating Line " 2,050 950 3,000 - 3,000
Finance Leases 556 118 674 (353) 321
2,606 1,068 3,674 (353) 3,321

™ ncluded in bank indebtedness on the consolidated balance sheets
CONTINGENCIES

The Company is party to various legal actions arising in the normal course of business. Matters that are
probable of an unfavorable outcome to the Company and that can be reasonably estimated are accrued.
Such accruals are based on information known about the matters, the Company’s estimates of the
outcomes of such matters and its experience in contesting, litigating and settling similar matters. None of
the actions against the Company are believed by management to involve future amounts that would be
material to the Company’s financial position or results of operations after consideration of recorded
accruals. However, actual amounts could differ significantly from management’s estimate.

On February 25, 2011, the plaintiff in a lawsuit against the Company was awarded judgement in the
amount of $500,000. In addition to the principal amount, the Company was liable for costs and interests in
the estimated total amount of $42,000. The judgment has been fully satisfied which included the transfer
of securities and cash held in trust for resolution of this matter. An accrual was recorded in 2010 for the
amount of the settlement plus costs and interest less the approximate value of the securities. The lawsuit
related to $500,000 in convertible debentures issued by BlueGrouse Seismic Solutions Ltd.
(“BlueGrouse”) to the plaintiff on November 21, 2005 at a conversion price of $4.48 (post acquisition of
BlueGrouse). BlueGrouse was acquired by the Company in 2007.

SELECTED CASH FLOW ITEMS
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For the three months ended 2011 2010
(Thousands)

Operating Activities

Funds from operations " $ (933)| $ 1,478

Non-Cash Working Capital Change (Current and Long-

Term Portions) 489 1,570
Cash Flows From (Used in) Operating Activities (444) 3,048

Financing Activities

Bank Indebtedness 950 -

Long-Term Debt Obligations (117) (857)

Issue of Common Shares, Net of Repurchases 99 -
Cash Flows From (Used in) Financing Activities 932 (857)

Investing Activities

Acquisition of Data Libraries (2,325) (2,624)
Surveys in Progress 1,176 2,033
Additions to Property, Plant and Equipment (3,624) (388)
Additions to intangible assets (128) -
Additions to tenant inducements 3,035 -
Acquisitions (29) -
Proceeds on sale of property and equipment - 93
Deferred development costs (689) (533)
Cash Flows From (Used in) Investing Activities (2,584) (1,419)

Foreign Exchange Gain on Cash Held in a Foreign
Currency (1) 3

Change in Cash $ (2,097)| $ 775
" See the Non-GAAP Measures section.

OPERATING ACTIVITIES

In Q1 2011, funds from operations were a negative $933,000 (($0.02) /share (basic and diluted)),
compared with a positive $1.5 million ($0.04 /share (basic and diluted) in Q1 2010. The decrease was
mainly due to a $3.3 million (27%) decrease in revenue caused primarily by the sale of the Company’s
seismic assets.

FINANCING ACTIVITIES

In Q1 2011, the Company drew an additional $950,000 on its revolving credit facility. The facility is
subject to the Company meeting certain debt covenants as follows: (a) current ratio cannot fall below
0.90:1 for Q1 2011 to Q3 2011, 1.00:1 for Q4 2011 and 1:25:1 thereafter; and (b) debt service coverage
ratio cannot fall below 2.25:1 (applies to Q2 2011 onwards). As at March 31, 2011, the Company was not
in violation of its debt covenants.

On January 10, 2011, the Company closed a private placement whereby it sold 454,546 Units at a price
of $0.22 per Unit for gross proceeds of $100,000. Each Unit was comprised of one Class A share of
Divestco (the “Share”) and one non-transferable share purchase warrant (the “Warrant”). Each Warrant
entitles the holder to purchase one Share on or before December 31, 2012 at an exercise price of $0.32
per Share. The shares and the warrants, and any shares issued on exercise of the warrants are subject
to a hold period under applicable Canadian securities laws and polices of the TSX Venture Exchange.

INVESTING ACTIVITIES
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During Q1 2011, the Company acquired $3.9 million of property, plant and equipment (including $235,000
in equipment acquired under finance leases) mainly related to the build-out costs for the Company’s new
office space. The Company completed a new 71 km? 3D seismic survey in Q1 2011 and incurred costs of
$1.1 million during the quarter and total costs of $2.3M. The survey was fully funded with pre-sale
commitments. The Company also signed an agreement in Q4 2010 whereby in exchange for a license to
the seismic survey it commenced in Q4 2010, it obtained the ownership rights to an existing 3D survey in
Q1 2011 covering an area of 66 km”. No revenue or costs were recognized as the net cash paid/received
was zero.

OUTSTANDING SHARE DATA

Divestco’s Class A common shares are listed on the TSX Venture Exchange (TSXV) and trade under the
symbol DVT. The Company is authorized to issue an unlimited number of voting Class A common shares.

The following table summarizes the Company’s outstanding equity instruments:

Balance as at (thousands)
Jun 23, 2011 Mar 31, 2011 Dec 31, 2010

Class A shares

Outstanding
Exercise Price Range

Share Purchase Warrants
Outstanding
Exercise Price

641
$0.68 to $4.70

16,280
$0.32

835
$0.68 to $6.10

16,280
$0.32

Outstanding 59,585 59,393 58,938
Weighted Average Outstanding
Basic 59,344 42,601
Diluted 59,344 42,601
Stock Options

907
$0.68 to $6.10

15,825
$0.32

M In calculating diluted weighted average outstanding shares, conversion or exercise of equity instruments is assumed only if the
effect is dilutive. For the three months ended March 31, 2011, options to purchase 835,000 and warrants to purchase 16,280,000
Class A common shares have been excluded from the calculation of diluted weighted average outstanding shares as they were
anti-dilutive.

PRIVATE PLACEMENT

On January 10, 2011, the Company closed a private placement whereby it sold 454,546 Units at a price
of $0.22 per Unit for gross proceeds of $100,000. Each Unit was comprised of one Class A share of
Divestco (the “Share”) and one non-transferable share purchase warrant (the “Warrant”). Each Warrant
entitles the holder to purchase one Share on or before December 31, 2012 at an exercise price of $0.32
per Share. The shares and the warrants, and any shares issued on exercise of the warrants are subject
to a hold period under applicable Canadian securities laws and polices of the TSX Venture Exchange.

STOCK OPTIONS

As at March 31, 2011, there were 5,939,232 Class A common shares reserved for grants of stock options
combined with all other forms of stock-based compensation.

During the three months ended March 31, 2011:
e 72,333 options were forfeited with exercise prices ranging from $1.30 to $6.00

From April 1, 2011 to June 23, 2011:
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e 193,730 options were forfeited with exercise prices ranging from $1.30 to $6.10

RELATED PARTY TRANSACTIONS

Divestco had the following related party transactions for the twelve months ended December 31, 2010:

e During the three months ended March 31, 2011 the Company incurred $46,000 (March 31, 2010 -
$79,000) in seismic consulting fees and brokerage commissions from a company controlled by a
director. Included in accounts payable as at March 31, 2011 was $193,000 (December 31, 2010 -
$147,000) related to these commissions.

e During the three months ended March 31, 2011, the Company incurred $144,000 (March 31, 2010 -
$43,000) in legal fees from the law firm at which the Company’s Corporate Secretary is employed.
Included in accounts payable as at March 31, 2011 was $136,000 (December 31, 2010 - $74,000)
related to these legal fees.

All related party transactions are in the normal course of operations and have been measured at the

exchange amounts, which is the amount of consideration established and agreed to by the related parties
and which is similar to those negotiated with third parties.

CRITICAL ACCOUNTING ESTIMATES

SEISMIC DATA LIBRARIES

The costs associated with purchasing or creating the seismic data library are capitalized. Purchases of
existing seismic data are capitalized and amortized on a straight-line basis over 10 years. The Company
also creates seismic data and capitalizes the costs paid to third parties for the acquisition of data,
permitting, surveying, and other related costs. Created seismic may be acquired without pre-sale
commitments or with pre-sale commitments that include an exclusive data use period. Created seismic,
without pre-sale commitments, is amortized on a straight-line basis over a seven-year period. Created
seismic with pre-sale commitments is initially amortized at 40% on delivery of the data to the customer,
with the remaining balance on a straight-line basis over the next six-year period. Some of the created
seismic is acquired jointly with others. The Company’s financial statements reflect only its proportionate
share of the costs of the jointly-created seismic data library.

ACCOUNTING POLICIES

ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

The Company has prepared the interim consolidated financial statements for the three months ended
March 31, 2011 and the comparative information for the three months ended March 31, 2010, in
accordance with International Financial Reporting Standard 1, “First-time Adoption of International
Financial Reporting Standards”, and with International Accounting Standard 34, “Interim Financial
Reporting”, as issued by the IASB. Previously, the Company prepared its interim and annual
consolidated financial statements in accordance with Canadian GAAP, or previous GAAP. The adoption
of IFRS has not had an impact on the Company’s operations and strategic decisions.

The Company’s IFRS accounting policies are provided in Note 4 to the interim consolidated financial
Statements. In addition, Note 20 to the interim consolidated financial statements presents reconciliations
between the Company’s 2010 previous GAAP results and the 2010 IFRS results. The reconciliations
include consolidated balance sheets as at January 1, 2010, March 31, 2010 and December 31, 2010, and
consolidated statements of comprehensive loss for the three months ended March 31, 2010 and for the
twelve months ended December 31, 2010.
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Accounting Policy Changes

The following discussion explains the significant differences between the Company’s previous GAAP
accounting policies and those applied by the Company under IFRS. IFRS policies have been consistently
and retrospectively applied except where specific IFRS 1 optional and mandatory exemptions permitted
an alternative treatment upon transition to IFRS for first-time adopters. The most significant changes to
the Company’s accounting policies are as follows:

Intangible assets: In accordance with IFRS, the Company accounts for its data libraries and deferred
development costs as intangible assets, using the historical cost model, which is consistent with the
method used under Canadian GAAP. The Company’s amortization policy is unchanged from the
amortization policy followed under Canadian GAAP.

Revenue recognition: In accordance with IFRSs, the Company accounts for revenue earned for seismic
participation surveys under the percentage of completion method. Revenue for a seismic participation
survey was recognized upon delivery of the seismic data to the client following the completed contract
method under Canadian GAAP. Under IFRS, revenue is being recognized following the percentage of
completion method, resulting in earlier recognition of a significant portion of revenue prior to January 1,
2010. This has resulted in a positive change to the opening retained earnings of $1.7 million and an
equivalent reduction in deferred revenue as at January 1, 2010. This also resulted in an equivalent
reduction of revenue in Q1 2010 by $1.7 million with an equivalent increase in deferred revenue as at
March 31, 2010. In Q4 2010, under IFRS the Company recognized revenue of $712,000 under the
percentage of completion method resulting in an equivalent decrease in deferred revenue as at
December 31, 2010.

Share-based payments: Under Canadian GAAP, the Company recognized compensation expense
associated with share-based compensation plans on a straight-line basis and did not incorporate a
forfeiture rate at the grant date. Under IFRS, the Company is recognizing the expense over the individual
vesting periods for the graded vesting awards using an estimated forfeiture rate at the grant date and
updated it throughout the vesting period. This amounted to an additional share based payment expense
of $89,000 at January 1, 2010 which resulted in a reduction of $89,000 in retained earnings and an
equivalent increase in contributed surplus at the transition date.

Under IFRS, the Company reduced share-based compensation by $29,000 in Q1 2010 resulting in an
increase in retained earnings and an equivalent decrease in contributed surplus as at March 31, 2010.
Under IFRS, the Company reduced share-based compensation by $16,000 in Q2 2010 and $198,000 in
Q3 2010 resulting in an equivalent increase in retained earnings and an equivalent decrease in
contributed surplus. No share based payment expense was recognized in Q4 2010 since all of the
Company’s stock options had vested in Q3 2010 and no additional options were granted.

Sublease loss: Under Canadian GAAP the Company used a credit-adjusted risk-free rate to discount the
sublease loss under EIC 135. Under IAS 37 Provisions, Contingent Liabilities and Contingent Assets, the
Company is required to use a risk free interest rate at the end of each reporting period to calculate the
amount of sublease loss and accretion for this onerous contract. This resulted in a net increase of
$317,000 in the sublease loss and an equivalent decrease in retained earnings as at December 31, 2010.
The additional expense is recorded in G&A expenses.

Deferred income taxes: Due to the earlier recognition of revenue under IFRS, the reported deferred
income tax liability at the transition date decreased by $466,000 with an equivalent decrease to the
opening retained earnings. The reduction in revenue in Q1 2010 resulted in a decrease in deferred tax
expense for the period by $466,000 with an equivalent increase in the deferred tax liability as at March
31, 2010

Internal Controls over Financial Reporting and Disclosure Controls and Procedures
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In Q1 2011, the Company completed updating its internal controls documentation related to the
preparation of the IFRS opening balance sheet, including controls related to the completeness of the
adjustments.

Information Technology (IT)

In Q4 2010, the Company completed the review of its IT systems to ensure they were able to adequately
support conversion to IFRS and ongoing financial reporting. The impact on the IT systems were negligible
given there were only a small number of adjustments required to the financial records of the Company for
the comparable periods in 2010. The Company posted its IFRS adjustments in all of the relevant periods
in 2010 and prepared reconciliations to ensure all of the adjustments were correctly recorded.

Business Policy Assessment

The Company’s funded debt to equity ratio covenant was affected by the adoption of IFRS due to
proprietary software code, data libraries and deferred development costs being classified as intangible
assets. As a result, the Company lenders removed this covenant effective Q1 2011.

The impact of the transition to IFRS on the Company’s remaining debt covenants was negligible, as these
calculations exclude non-cash items such as share-based compensation expenses.

NEW IFRS PRONOUNCEMENTS

A number of new standards, amendments to standards and interpretations are not yet effective for the
quarter ended March 31, 2011, and have not been applied in preparing these consolidated financial
statements

Revenue Recognition

The International Accounting Standards Board (IASB) has issued an exposure draft for a new standard
on revenue from customers that would replace IAS 11 “Construction Contracts” and IAS 18 “Revenue and
Related Interpretations”. A second exposure draft is expected in Q3 2011 for a comment period of 120
days and a final standard is expected in 2012.

The new guidance may represent a substantial change from the application of existing IFRS guidance.
The initial exposure draft proposed a single revenue recognition model in which revenue would be
recognized when an entity satisfies a performance obligation by transferring a promised good or service
to a customer. The proposals also included the withdrawal of the percentage-of-completion method which
the Company commenced using as at its transition date to IFRS.

IFRS 9 Financial Instruments

In November 2009 the IASB issued IFRS 9 Financial Instruments (IFRS 9 (2009)), and in October 2010
the IASB published amendments to IFRS 9 (IFRS 9 (2010)).

IFRS 9 (2009) replaces the guidance in IAS 39 Financial Instruments: Recognition and Measurement, on
the classification and measurement of financial assets. The Standard eliminates the existing IAS 39
categories of loans and receivable.

Financial assets will be classified into one of two categories on initial recognition:
e financial assets measured at amortized cost; or
e financial assets measured at fair value.

The Company intends to adopt IFRS 9 (2010) in its financial statements for the annual period beginning
on January 1, 2013. The Company does not expect IFRS 9 (2010) to have a material impact on the
financial statements. The classification and measurement of the Company’s financial assets is not
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expected to change under IFRS 9 (2010) because of the nature of its operations and the types of financial
assets that it holds.

SECURITIES REGULATIONS UPDATE

DISCLOSURE CONTROLS AND PROCEDURES

Disclosure Controls and Procedures are controls and procedures designed and implemented by, or
under, the supervision of Divestco’s Chief Executive Officer (CEO) and Chief Financial Officer (CFO).
These controls and procedures ensure that material information relating to the Company is
communicated to them by others in the organization as it becomes known, and that the information is
appropriately disclosed as required under the continuous disclosure requirements of securities legislation.
In essence, these types of controls are related to the quality and timeliness of financial and non-financial
information in securities filings.

An evaluation of the effectiveness of the design and operation of the Company’s disclosure controls and
procedures was conducted as at December 31, 2010, by and under the supervision of Divestco’s
management, including the CEO and CFO. Based on this evaluation, the CEO and CFO have concluded
that the Company’s disclosure controls and procedures, as defined in the Canadian Securities
Administrators’ National Instrument 52-109, “Certification of Disclosure in Issuers’ Annual and Interim
Filings”, are effective to ensure that information required to be disclosed in reports that the Company files
or submits under Canadian securities legislation is recorded, processed, summarized, and reported within
the time periods specified in those rules and forms.

There were no changes in Divestco’s disclosure controls and procedures that occurred during the three
months ended March 31, 2011, that have materially affected, or are reasonably likely to materially affect,
Divestco’s internal control over financial reporting.

INTERNAL CONTROL OVER FINANCIAL REPORTING

The design of the Company’s internal control over financial reporting has been updated as of March 31,
2011.

Divestco maintains a set of internal controls and procedures over financial reporting which have been
designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements in accordance with Canadian GAAP. The Company used the
Committee of Sponsoring Organizations of the Treadway Commission (“COSO”) framework to evaluate
the effectiveness of its internal control over financial reporting. Divestco evaluated the effectiveness of its
controls and procedures over financial reporting (as defined under National Instrument 52-109) for the
year ended December 31, 2010. This evaluation was performed under the supervision of the CEO and
the CFO, with the assistance of other Divestco employees. Based on this evaluation, the CEO and the
CFO concluded that the effectiveness of these internal controls and procedures provided reasonable
assurance regarding the reliability of financial reporting and that there are no material weaknesses in
Divestco’s internal control over financial reporting that have been identified by management for the year
ended December 31, 2010.

There were no changes in Divestco’s internal control over financial reporting that occurred during the
three months ended March 31, 2011 that have materially affected, or are reasonably likely to materially
affect, Divestco’s internal control over financial reporting.
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Divestco Inc.

Condensed Consolidated Statement of Financial Position

As at

March 31, 2011

December 31, 2010

January 1, 2010

(Thousands - Unaudited)

Assets

Current Assets

Cash and cash equivalents 1,599 $ 3,696| $ 768
Funds held in trust 16| 15 17
Accounts receivable 11,667 11,759 19,267
Prepaid expenses, supplies and deposits 316 237 708
Income taxes receivable 156 287 391
13,754 15,994 21,151
Long-term prepaid expense - - 846
Investment in affiliated company (Note 8) 133 100 88
Participation surveys in progress 77 1,253 2,186
Property and equipment (Note 9) 4,589 3,026 2,747
Intangible assets (Note 10) 15,507 14,611 148,905
34,060 $ 34,984] $ 175,923
Liabilities and Shareholders’ Equity
Current Liabilities
Bank indebtedness (Note 11) 3,000 $ 2,050 $ -
Accounts payable and accrued liabilities 7,531 8,248 21,184
Current portion of deferred revenue 3,773 2,710 3,880
Current loss on sublease loss provision (Note 15) 1,814 1,729 -
Current portion of long-term debt obligations 353 368 6,217
Current portion of tenant inducement 134
16,605 15,105] 31,281
Long-term debt obligations 321 188 20,685
Sublease loss provision (Note 15) 1,556 1,621 -
Tenant Inducements 1,741 - -
Convertible debentures - - 3,602
Deferred income taxes - - 12,808
20,223 16,914 68,376
Shareholders’ Equity
Equity instruments (Note 13(d)) 75,352 75,253 70,518
Contributed surplus 5,590 5,590 5,562
Equity portion of convertible debentures - - 56
Retained earnings (deficit) (67,105)) (62,773), 31,411
13,837 18,070 107,547
Future operations (Note 2)
Contingencies (Note 18)
Subsequent Event (Note 20)
34,060 $ 34,984] $ 175,923

See notes to condensed consolidated financial statements.




Divestco Inc.

Condensed Consolidated Statements of Loss and Comprehensive Loss

For the three months ended March 31 2011 2010
(Thousands, Except Per Share Amounts - Unaudited)
Revenue $ 8,815 $ 12,078
Operating expenses
Salaries and benefits 5,159 5,105
General and administrative 4,513 3,322
Share based payments - 46
9,672 8,473
Interest expense 16 569
Depreciation, amortization and accretion 3,410 9,236
Other income - 80
Loss before income taxes (4,283) (6,120)
Income taxes
Current (recovery) 49 (31)
Deferred (reduction) - (1,878)
49 (1,909)
Net loss and comprehensive loss for the period $ (4,332)] $ (4,211)
Net loss per share (Note 12((f))
Basic and Diluted $ (0.07)( $ (0.10)
Weighted average number of shares
Basic and Diluted 59,344 41,958

See notes to condensed consolidated financial statements.




Divestco Inc.

Condensed Consolidated Statements of Changes in Equity

Equity portion| Retained
Equityy Contributed| of convertible Earnings
(Thousands - Unaudited) Share Capital Warrants| Instruments Surplus|  debentures| (Deficit)]  Total Equity|
Balance at January 1, 2010 $ 70518 § 70,518 5,562 | § 56 [ $ N8 107,547
Total Comprehensive Loss for the period @.211) (4,211)
Transactions with owners, recorded in equity
contributions by and distributions to owners:

Share-based payment transactions 46 46
Balance at March 31, 2010 $ 70518 § 70,518 5608 | 5619 27200($ 103,382
Balance at January 1, 2011 $ 73445 § 1,808 75,253 5590 § $  (62773)[$ 18,070
Total Comprehensive Loss for the period (4,332) (4,332)
Transactions with owners, recorded in equity
contributions by and distributions to owners:

Issue on private placement 48 52 100 100

Share issue costs 1 M M)
Balance at March 31, 2011 $ 73,492 § 1,860 75,352 5,590 | $ $ (67,105 $ 13,837

See notes to condensed consolidated financial statements.




Divestco Inc.
Consolidated Statements of Cash Flows

For the three months ended March 31 2011 2010
(Thousands - Unaudited))
Cash flows from (used in) operating activities
Net loss for the period $ (4,332)| $ (4,211)
Iltems not affecting cash:
Equity investment gain (4) 4)
Depreciation and amortization of data libraries, property and equipment and
intangible assets 2,316 8,662
Impairment of intangible assets - 574
Amortization of deferred development costs 1,073 61
Amortization of deferred finance costs - 12
Amortization of deferred finance costs and accretion of liability portion of
convertible debentures - 7
Accretion of sublease loss (Note 15) 21 -
Amortization of tenant inducements (7) -
Deferred income taxes (reduction) - (1,878)|
Data exchanges - (1,700)
Gain on sale of property and equipment - (90)
Share based payments - 45|
(933) 1,478
Changes in non-cash working capital balances (Note 14) 489 1,491
Decrease in long-term prepaid expense - 79
(444) 3,048
Cash flows from (used in) financing activities
Bank indebtedness 950 -
Issue of common shares, net of related expenses 99 -
Repayment of long-term debt obligations (117) (1,568)
Proceeds received from long-term debt obligations (net of committed revolver
repayments) - 711
932 (857)|
Cash flows from (used in) investing activities
Purchase of data libraries (2,325) (2,624)
Decrease in participation surveys in progress 1,176 2,033
Purchase of property and equipment (3,624) (388)
Additions to intangible assets (128) -
Additions to tenant inducements 3,035 -
Investments in affiliates (Note 8) (29) -
Proceeds on sale of property and equipment - 93|
Deferred development costs (689) (533)]
(2,584) (1,419)
Foreign exchange gain (loss) on cash held in a foreign currency (1) 3
Increase (decrease) in cash and cash equivalents (2,097) 775
Cash and cash equivalents, beginning of period 3,696 768
Cash and cash equivalents, end of period $ 1,599| $ 1,543
For the three months ended March 31 2011 2010
(Thousands - Unaudited)
Interest and income taxes paid
Income taxes paid $ 303 | $ 69
Income taxes refunded $ 396 | $ -
Interest paid (net of interest revenue) $ 16 | $ 569

See notes to condensed consolidated financial statements.




Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

1. Reporting Entity

Divestco Inc. (“Divestco” or the “Company”) is incorporated under the Business Corporations Act of
Alberta and is a publicly traded company on the TSX Venture Exchange (TSX-V) under the symbol
DVT. The Company offers its customers the ability to access and analyze information and make
business decisions to optimize their success in the upstream oil and gas industry through three
operating segments which include Software, Services and Data. The Corporate and Other segment
provides support services to the operating segments.

2. Future Operations

These condensed consolidated interim financial statements have been prepared on a going concern
basis, which presumes that the Company will be able to realize its assets and discharge its liabilities
in the normal course of operations for the foreseeable future.

In Q1 2011, the Company incurred a net loss of $4.3 million. The net loss included occupancy costs
related to the Company’s existing office space leases and its new office space lease which
commenced on May 1, 2010. The double rent obligations are expected to cease in Q3 2011 and the
Company is actively searching for subtenants in its new office space to reduce its overall operating
expenses. The Company had working capital of $922,000 including deferred revenue of $3.8 million
at March 31, 2011.

In Q2 2011, Management secured a new $5 million subordinated demand bridge loan maturing on
April 30, 2013 as detailed in Note 20.

There is material uncertainty as to the ability of the Company to continue as a going concern. The
Company's ability to continue as a going concern is dependent upon the continued support of the
Company's lenders as well as the Company's ability to obtain other financing to fund its operations
until the Company is in a position where it is generating positive net future cash flows and profitability.
The Company believes that it will be able to meet its cash flow requirements in the near term,
however, the outcome of the actions and events described above cannot be predicted at this time.

These condensed consolidated interim financial statements do not include any adjustments to the
amounts and classification of assets and liabilities that might be necessary should the Company be
unable to continue as a going concern and, therefore, be required to realize its assets and discharge
its liabilities in other than the normal course of business and at amounts different from those reflected
in the accompanying condensed consolidated interim financial statements.

3. Basis of Presentation

(a) Statement of compliance

The condensed consolidated interim financial statements of the Company have been prepared by
management in accordance with International Accounting Standards (“IAS 34”) Interim Financial
Reporting. These are the Company’s first consolidated financial statements prepared in
accordance with IFRS and IFRS 1 First-time Adoption of International Financial Reporting




Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

Standards has been applied. These condensed consolidated interim financial statements do not
include all of the information required for full annual financial statements. The Company’s
significant accounting policies under IFRS are presented in Note 4. These policies have been
retrospectively and consistently applied except where specific exemptions permitted an
alternative treatment upon transition to IFRS in accordance with IFRS 1. An explanation of how
the transition to IFRS has affected the reported financial position of the Company is provided in
Note 19.

These condensed consolidated interim financial statements were authorised for issuance by the
Board of Directors on June 23, 2011.

(a) Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis.

(b) Functional and presentation currency

These consolidated financial statements are presented in Canadian dollars, which is the
Company’s functional currency. All financial information presented has been rounded to the
nearest thousand except for share and per share amounts.

(c) Use of estimates and judgments

The preparation of the consolidated financial statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and expenses and
contingent assets and liabilities. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and in any
future periods affected.

Information about critical judgments in applying accounting policies that have the most significant
effect on the amounts recognized in the consolidated financial statements is included in Note 4.

4. Significant Accounting Policies

The accounting policies set out below have been used in preparing these condensed interim
consolidated statements for the purposes of the transition to IFRS, unless otherwise indicated. The
accounting policies have been applied consistently by the Company and its Subsidiaries.

(a) Basis of consolidation

The consolidated financial statements include the accounts of the Company and its subsidiaries,
all of which are wholly-owned from the date of acquisition.

(i) Subsidiaries:

Subsidiaries are entities controlled by the Company. Control is presumed when the Company
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Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

acquires more than half of the voting rights of the entity. Intragroup balances, transactions,
income, and expenses are eliminated in the consolidation process. Minority interests, if any,
are presented in the consolidated balance sheet within equity, but separate from the parent's
shareholders' equity. The financial statements of subsidiaries are included in the consolidated
financial statements from the date that control commences until the date that control ceases.
The accounting policies of subsidiaries have been changed when necessary to align them
with the policies adopted by the Company.

Investments in associates and jointly controlled entities (equity accounted investees):

Associates are those entities in which the Company has significant influence, but not control,
over the financial and operating policies. Significant influence is presumed to exist when the
Company holds between 20 and 50 percent of the voting power of another entity. Joint
ventures are those entities over whose activities the Company has joint control, established
by contractual agreement and requiring unanimous consent for strategic financial and
operating decisions.

Investments in associates and jointly controlled entities are accounted for using the equity
method (equity accounted investees) and are recognized initially at cost. The Company’s
investment includes goodwill identified on acquisition, net of any accumulated impairment
losses. The consolidated financial statements include the Company’s share of the income
and expenses and equity movements of equity accounted investees, after adjustments to
align the accounting policies with those of the Company, from the date that significant
influence or joint control commences until the date that significant influence or joint control
ceases.

When the Company’s share of losses exceeds its interest in an equity accounted investee,
the carrying amount of that interest, including any long-term investments, is reduced to nil,
and the recognition of further losses is discontinued except to the extent that the Company
has an obligation or has made payments on behalf of the investee.

(iii) Transactions eliminated on consolidation:

Intra-Company balances and transactions, and any unrealized income and expenses arising
from intra-Company transactions, are eliminated in preparing the consolidated financial
statements. Unrealized gains arising from transactions with equity accounted investees are
eliminated against the investment to the extent of the Company’s interest in the investee.
Unrealized losses are eliminated in the same way as unrealized gains, but only to the extent
that there is no evidence of impairment.

Foreign currency

The Company translates amounts of foreign currency into Canadian dollars on the following

basis:

(i)
(ii)

monetary assets and liabilities — at the rate of exchange prevailing at the period end
non-monetary items — at the rate of exchange prevailing at the dates of the transactions

(iii) revenues and expenses — at the monthly average rate of exchange

Gains and losses on translation of current monetary assets and liabilities are included in income.
Foreign currency gains and losses are reported on a net basis.




Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

(c) Financial instruments

(i) Non-derivative financial assets

The Company initially recognizes trade and other receivables on the date that they originate.
All other financial assets (including assets designated at fair value through net loss and
comprehensive loss) are recognized initially on the trade date at which the Company
becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial asset when the contractual rights to the cash flows
from the asset expire, or it transfers the rights to receive the contractual cash flows on the
financial asset in a transaction in which substantially all the risks and rewards of ownership of
the financial asset are transferred. Any interest in transferred financial assets that is created
or retained by the Company is recognized as a separate asset or liability.

Financial assets and liabilities are offset and the net amount presented in the consolidated
statement of financial position when, and only when, the Company has a legal right to offset
the amounts and intends either to settle on a net basis or to realize the asset and settle the
liability simultaneously.

The Company's financial assets include cash and cash equivalents, funds held in trust and
accounts receivable.

The subsequent measurement of financial assets depends on their classification as follows:
(a) Financial assets at fair value through net loss and comprehensive loss

A financial asset is classified at fair value through net loss and comprehensive loss if it is
classified as held for trading or is designated as such upon initial recognition. Financial
assets are designated at fair value through net loss and comprehensive loss if the
Company manages such investments and makes purchase and sale decisions based on
their fair value in accordance with the Company’s documented risk management or
investment strategy. Upon initial recognition attributable transaction costs are recognized
in net loss and comprehensive loss as incurred. Financial assets at fair value through net
loss and comprehensive loss are measured at fair value, and changes therein are
recognized in net loss and comprehensive loss.

(b) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with original
maturities of three months or less.

(c) Held-to-maturity financial assets

If the Company has the positive intent and ability to hold debt securities to maturity, then
such financial assets are classified as held-to-maturity. Held-to-maturity financial assets
are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition held-to-maturity financial assets are measured at
amortized cost using the effective interest method, less any impairment losses. Any sale
or reclassification of a more than insignificant amount of held-to-maturity investments not
close to their maturity would result in the reclassification of all held-to-maturity
investments as available-for-sale, and prevent the Company from classifying investment

9



Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

securities as held-to-maturity for the current and the following two financial years.
(d) Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are
not quoted in an active market. Such assets are recognized initially at fair value plus any
directly attributable transaction costs. Subsequent to initial recognition loans and
receivables are measured at amortized cost using the effective interest method, less any
impairment losses. Loans and receivables comprise trade and other receivables.

(e) Available-for-sale financial assets

The Company did not have any available-for-sale assets during the three-month period
ended March 31, 2011 and the year ended December 31, 2010.

Non-derivative financial liabilities

The Company initially recognizes debt securities issued and subordinated liabilities on the
date that they are originated. All other financial liabilities (including liabilities designated at fair
value through net loss and comprehensive loss) are recognized initially on the trade date at
which the Company becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial liability when its contractual obligations are
discharged or cancelled or expire.

Financial assets and liabilities are offset and the net amount presented in the consolidated
statement of financial position when, and only when, the Company has a legal right to offset
the amounts and intends either to settle on a net basis or to realize the asset and settle the
liability simultaneously.

The Company’s non-derivative financial liabilities include accounts payables and accrued
liabilities, bank indebtedness (operating loan) and long term debt.

The measurement of financial liabilities depends on their classification as follows:
(a) Loans and borrowings

After initial recognition, interest bearing loans and borrowings are subsequently
measured at amortized cost using the effective interest rate method. Gains and losses
are recognized in the consolidated statements of comprehensive loss when the liabilities
are derecognized as well as through the effective interest rate method amortization
process. Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate method.
The effective interest rate method amortization is included in finance costs in the
consolidated statements of comprehensive loss.

(iii) Share capital

Common shares are classified as equity. Incremental costs directly attributable to the issue of
ordinary shares and share options are recognized as a deduction from equity, net of any tax
effects.

10



Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

(d) Property and equipment:

(i) Recognition and measurement

(i

~

Items of property and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses. The Company has elected to apply IAS 16 retrospectively at
original cost less depreciation in accordance with IFRS.

Cost includes expenditure that is directly attributable to the acquisition of the asset or any
other costs directly attributable to bringing the assets to a working condition for their intended
use.

Purchased software that is integral to the functionality of the related equipment is capitalized
as part of that equipment.

Gains and losses on disposal of an item of property and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property and equipment,
and are recognized net within other income in net loss and comprehensive loss.

Subsequent costs

The cost of replacing a part of an item of property and equipment is recognized in the
carrying amount of the item if it is probable that the future economic benefits embodied within
the part will flow to the Company, and its cost can be measured reliably. The costs of the
day-to-day servicing of property and equipment (repair and maintenance) are recognized in
net loss and comprehensive loss as incurred.

Depreciation

Depreciation is calculated over the depreciable amount, which is the cost of an asset, or
other amount substituted for cost, less its residual value.

Depreciation is recognized in net loss and comprehensive loss either on a straight-line basis
over the estimated useful lives of each part of an item of property and equipment. Leased
assets are depreciated over the shorter of the lease term and their useful lives unless it is
reasonably certain that the Company will obtain ownership by the end of the lease term. Land
is not depreciated.

Amortization Method Rate
Computer hardware and software Straight-line 3 years
Office furniture and equipment Straight-line 5 years
Leasehold improvements Straight-line Term of lease
Assets under finance lease Straight-line Term of lease

(e) Intangible assets

Intangible assets are recognized only when it is probable that the expected future economic
benefits attributable to the assets will accrue to the Company and the cost can be reliably
measured. Intangible assets are recorded at cost less accumulated amortization. Intangible
assets acquired in a business combination are recorded at fair value, less accumulated
amortization and impairment losses, when applicable. Intangible assets with indefinite life are
reviewed for impairment annually or if events or changes in circumstances indicate that the
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Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

carrying amount may not be recoverable. All of the Company’s intangible assets held have finite
lives.

(i)

(iif)

Proprietary software and code

This refers to geological, geophysical and land applications used in the oil and gas industry.
Expenditures relating to developing and upgrading these assets are capitalized when it is
probable that the expected future economic benefits attributable to the assets will accrue to
the Company and the cost can be reliably measured.

Deferred development costs

Expenditure on research activities, undertaken with the prospect of gaining new scientific or
technical knowledge and understanding, is recognized in net loss and comprehensive loss as
incurred.

Development activities involve a plan or design for the production of new or substantially
improved products and processes. Development expenditure is capitalized only if
development costs can be measured reliably, the product or process is technically and
commercially feasible, future economic benefits are probable, and the Company intends to
and has sufficient resources to complete development and to use or sell the asset. The
expenditure capitalized includes the cost of materials, direct labour and overhead costs that
are directly attributable to preparing the asset for its intended use. Other development
expenditure is recognized in net loss and comprehensive loss as incurred. Amortization of
development costs deferred to future periods commences with the commercial production of
the product and is charged to income based on anticipated sales or use of the product over a
period not exceeding three years.

Capitalized development expenditure is measured at cost less accumulated amortization and
accumulated impairment losses. The Company periodically reviews these costs for possible
impairment and recognizes changes in estimates in the period of the change.

In accordance with IFRS, the Company accounts for its deferred development costs as
intangible assets, using the historical cost model, which is consistent with the method used
under Canadian GAAP. The Company’s amortization policy is unchanged from the
amortization policy followed under Canadian GAAP.

Data Libraries

The cost associated with purchasing or creating the seismic data library is capitalized.
Purchases of existing seismic data are capitalized and amortized on a straight-line basis over
10 years. The Company also creates seismic data and capitalizes the costs paid to third
parties for the acquisition of data, permitting, surveying and other related costs. Created
seismic may be acquired without pre-sale commitments or with pre-sale commitments that
include an exclusive data use period. Created seismic, without pre-sale commitments, is
amortized on a straight-line basis over a seven-year period. Created seismic with pre-sale
commitments is initially amortized at 40% on delivery of the data to the customer with the
remaining balance on a straight-line basis over the next six-year period commencing a year
from the delivery date. Certain of the created seismic is acquired jointly with others. These
financial statements reflect only the Company’s proportionate share of the costs of the jointly
created seismic data library. The costs associated with purchasing or creating the log library,
reference library, datasets and map library are recorded at cost less accumulated
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Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

amortization.

In accordance with IFRS, the Company will account for its data libraries as intangible assets,
using the historical cost model, which is consistent with the method used under Canadian
GAAP. The Company’s amortization policy is unchanged from the amortization policy
followed under Canadian GAAP.

(iv) Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure
on internally generated goodwill and brands, is recognized in net loss and comprehensive
loss as incurred.

Amortization

Amortization is provided for as follows:

Amortization Method Rate
Proprietary software and code Straight-line 10 years
Seismic data library Straight-line 7 to 10 years
Datasets Straight-line 10 years
Log and drilling library Straight-line 20 years
Reference library Straight-line 5 years
Map library Straight-line 15 years

Amortization is calculated over the cost of the asset, or other amount substituted for cost,
less its residual value. Amortization is recognized in net loss and comprehensive loss on a
straight-line basis (except for proprietary software) over the estimated useful lives of
intangible assets from the date that they are available for use, since this most closely reflects
the expected pattern of consumption of the future economic benefits embodied in the asset.
Amortization methods, useful lives and residual values are reviewed at each financial year-
end and adjusted if appropriate.

(f) Leased assets

Leases in terms of which the Company assumes substantially all the risks and rewards of
ownership are classified as finance leases. Upon initial recognition the leased asset is measured
at an amount equal to the lower of its fair value and the present value of the minimum lease
payments. Subsequent to initial recognition, the asset is accounted for in accordance with the
accounting policy applicable to that asset. Leased assets are shown as a part of Property and
Equipment in the financial statements.

Other leases are operating leases and the leased assets are not recognized in the Company’s
consolidated statement of financial position.

(g) Impairment

(i)

Financial assets (including accounts receivables)

A financial asset not carried at fair value through net loss and comprehensive loss is
assessed at each reporting date to determine whether there is objective evidence that it is
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Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

impaired. A financial asset is impaired if objective evidence indicates that a loss event has
occurred after the initial recognition of the asset, and that the loss event had a negative effect
on the estimated future cash flows of that asset that can be estimated reliably.

Objective evidence that financial assets (including equity securities) are impaired can include
default or delinquency by a debtor, restructuring of an amount due to the Company on terms
that the Company would not consider otherwise, indications that a debtor or issuer will enter
bankruptcy, or the disappearance of an active market for a security. In addition, for an
investment in an equity security, a significant or prolonged decline in its fair value below its
cost is objective evidence of impairment.

The Company reviews its receivables regularly and amounts are written down to their
expected realizable value when outstanding amounts are determined not to be fully
collectable. This generally occurs when the customer has indicated an inability to pay, the
Company is unable to communicate with the customer over an extended period of time, and
other methods to obtain payment have been considered and have not been successful. Bad
debt expenses are recognized in net loss and comprehensive loss in the period that the
account is determined to be doubtful and reflected in an allowance for doubtful accounts
account against receivables. When a subsequent event causes the amount of impairment
loss to decrease, the decrease in impairment loss is reversed through net loss and
comprehensive loss.

Estimates of the allowance for doubtful accounts are determined on a customer-by-customer
evaluation of collectability at each reporting date taking into consideration the length of time
the receivable has been outstanding, specific knowledge of each customer’s financial
condition and historical experience. In addition, the Company records an allowance for
doubtful accounts equal to 20% of balances that are older than 120 days. The carrying
amount of accounts receivable represents the maximum credit exposure.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than deferred tax assets,
are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use
and its fair value less costs to sell. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. For the purpose
of impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets referred to as a cash-
generating unit (“CGU”).

The Company’s corporate assets do not generate separate cash inflows. If there is an
indication that a corporate asset may be impaired, then the recoverable amount is
determined for the CGU to which the corporate asset belongs.

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its
estimated recoverable amount. Impairment losses are recognized in net loss and
comprehensive loss. Impairment losses recognized in respect of CGUs are allocated first to
reduce the carrying amount of any goodwill allocated to the units, and then to reduce the
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Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

carrying amounts of the other assets in the unit on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets,
impairment losses recognized in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation or
amortization, if no impairment loss had been recognized.

(h) Employee benefits

(i)

Short-term employee benéefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

A liability is recognized for the amount expected to be paid under short-term cash bonus or
profit-sharing plans if the Company has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee, and the obligation can be
estimated reliably.

Share based payment transactions

The grant date fair value of share based payment awards granted to officers, employees,
contractors and directors (“Service Providers”) is recognized as an expense, with a
corresponding increase in equity, over the period that the Service Providers unconditionally
become entitled to the awards (vesting period). The amount recognized as an expense is
adjusted to reflect the number of awards for which the related service and non-market vesting
conditions are expected to be met, such that the amount ultimately recognized as an expense
is based on the number of awards that do meet the related service and non-market
performance conditions at the vesting date.

(i) Provisions

A provision is recognized if, as a result of a past event, the Company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The unwinding of
the discount is recognized as finance cost.

(i)

Onerous contracts:

A provision for onerous contracts is recognized when the expected benefits to be derived by
the Company from a contract are lower than the unavoidable cost of meeting its obligations
under the contract. The provision is measured at the present value of the lower of the
expected cost of terminating the contract and the expected net cost of continuing with the
contract. Before a provision is established, the Company recognizes any impairment loss on
the assets associated with that contract.

(j) Revenue recognition and deferred revenue
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The Company generates revenue from the following sources:

(i) Software and software licences (including maintenance and support), and software
development consulting

(i) Support and Log Data licenses

(iii) Seismic brokerage (recorded on a net basis)

(iv) Seismic data licence sales

(v) Other services including: geomatics, land management and seismic processing services

The Company recognizes revenue when it has transferred significant risks and rewards of
ownership, legal title has passed, it retains neither continuing managerial involvement to the
degree usually associated with ownership nor effective control over the goods sold, the amount of
revenue can be measured reliably, it is probable that the economic benefits associated with the
transaction will flow to the Company, and the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Revenue is recognized when the Company has demonstrated delivery and compliance with the
product specifications or has had a history of customer acceptance that provides no uncertainty
of acceptance upon delivery of the product that would defer revenue recognition.

(i) Software and software licences (including maintenance and support), and software
development consulting

Software is sold through a perpetual license or on a term-basis with a customer (monthly,
quarterly, semi-annual and annual terms). Maintenance and support includes installation,
training and integration, maintenance, software support, updates and the right to receive
product upgrades on a when and if available basis.

Revenue earned from the sale of perpetual software licences is recognized upon delivery.
Maintenance and support for the first year is included with the product and recognized as
revenue rateably over the term defined in the purchase agreement. Revenue earned from the
renewal of maintenance and support contracts is recognized rateably over the term of the
agreement.

Revenue from software licences which includes maintenance and support is recognized
rateably over the term of the licence.

Revenue for software development consulting is recognized as effort is incurred. If there is a
significant uncertainty about the project completion or receipt of payment, revenue is deferred
until the uncertainty is sufficiently resolved. The Company estimates the proportional
performance on contracts with fixed or “not to exceed” fees on a monthly basis utilizing hours
incurred to date as a percentage of total estimated hours to complete the project. When total
cost estimates exceed revenues, the Company will accrue for the estimated losses as an
expense immediately using cost estimates that are based upon an average fully burdened
rate applicable to the individuals performing the feature development.

(i) Support and Log Data Licenses

Licenses for support and log data are recognized as revenue when the customer receives the
file containing the images.
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(iii) Seismic brokerage (recorded on a net basis)

Revenue with respect to the seismic brokerage division represents brokerage commissions
earned from selling seismic data on behalf of others and is recognized on a net basis upon
the closing of the transaction. As a matter of practice, the Company settles brokerage
payables after the related receivables are collected.

(iv) Seismic data licence sales

(a) Data library sales

Revenue is recognized when the customer executes a valid license agreement, transfer
of seismic data to the customer occurs and collection is reasonably assured. If it is
probable that discounts will be granted and the amount can be measured reliably, then
the discount is recognized as a reduction of revenue as the sales are recognized.

(b) Participation survey revenue

The Company participates with customers on participation surveys from which the
Company retains the proprietary rights over the data and participating customers are
provided a licensed copy

Participation survey revenue is recognized in the financial statements in proportion to the
stage of completion of the project. Participation survey revenue is recognized when the
total contract revenue, total contract costs, contract costs to completion and the stage of
completion at the balance sheet date can be measured reliably. The stage of completion
is assessed using the proportion of contract cost incurred for work performed to balance
sheet date compared to total contract cost.

The Company occasionally enters into data and services exchange transactions with third
parties. Where there is no or minimal cash consideration, the Company does not recognize
revenue or an asset acquisition on these exchanges. In exchange transactions with material
cash consideration, the Company recognizes revenue equal to the fair value of the data
license and services sold and a seismic data library asset equal to the fair value of the data
acquired. Cash flows from investing activities and operating activities reflect only the net cash
portion.

(v) Other services

Revenue with respect to providing all other products and services is recognized in the
financial statements in proportion to the stage of completion of the project. Revenue is
recognized when the total contract revenue, total contract costs, contract costs to
completion and the stage of completion at the balance sheet date can be measured reliably.
The stage of completion is assessed using the proportion of contract cost incurred for work
performed to balance sheet date compared to total contract cost.

Fees that have been prepaid but do not yet qualify for revenue recognition under the
Company’s policies are reflected as deferred revenues on the Company’s consolidated
statement of financial position.

(k) Lease payments
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Payments made under operating leases are recognized in net loss and comprehensive loss on a
straight-line basis over the term of the lease. Lease incentives received are recognized as an
integral part of the total lease expense, over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance
expense and the reduction of the outstanding liability. The finance expense is allocated to each
period during the lease term so as to produce a constant periodic rate of interest on the remaining
balance of the liability.

At inception of an arrangement, the Company determines whether such an arrangement is or
contains a lease. A specific asset is the subject of a lease if fulfilment of the arrangement is
dependent on the use of that specified asset. An arrangement conveys the right to use the asset
if the arrangement conveys to the Company the right to control the use of the underlying asset.

At inception or upon reassessment of the arrangement, the Company separates payments and
other consideration required by such an arrangement into those for the lease and those for other
elements on the basis of their relative fair values. If the Company concludes for a finance lease
that it is impracticable to separate the payments reliably, an asset and a liability are recognized at
an amount equal to the fair value of the underlying asset. Subsequently the liability is reduced as
payments are made and an imputed finance charge on the liability is recognized using the
Company’s incremental borrowing rate.

Interest expense

Interest expense comprises interest on borrowings, unwinding of the discount on provisions,
changes in the fair value of financial assets through net loss and comprehensive loss, and
impairment losses recognized on financial assets. Borrowing costs that are not directly
attributable to the acquisition, construction or production of a qualifying asset are recognized in
net loss and comprehensive loss using the effective interest method.

Interest income comprises interest income on funds invested and dividend income. Interest
income is recognized as it accrues in net loss and comprehensive loss, using the effective
interest method. Interest income is netted against interest expense.

(m) Income tax

Income tax expense comprises current and deferred tax. Current tax and deferred tax are
recognized in net loss and comprehensive loss except to the extent that they relate to a business
combination, or items recognized directly in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous years.

Deferred tax is recognized in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is not recognized for the following temporary differences: the initial recognition of
assets or liabilities in a transaction that is not a business combination and that affects neither
accounting nor taxable net loss and comprehensive loss, and differences relating to investments
in subsidiaries and jointly controlled entities to the extent that it is probable that they will not
reverse in the foreseeable future. In addition, deferred tax is not recognized for taxable temporary
differences arising on the initial recognition of goodwill. Deferred tax is measured at the tax rates
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(n)

that are expected to be applied to temporary differences when they reverse, based on the laws
that have been enacted or substantively enacted by the reporting date. Deferred tax assets and
liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets,
and they relate to income taxes levied by the same tax authority on the same taxable entity, or on
different tax entities, but they intend to settle current tax liabilities and assets on a net basis or
their tax assets and liabilities will be realized simultaneously.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable profits will be available against
which they can be utilized. Deferred tax assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable that the related tax benefit will be realized.

Net loss per share

The Company presents basic and diluted earnings per share (EPS) data for its common shares.
Basic EPS is calculated by dividing the net loss and comprehensive loss attributable to ordinary
shareholders of the Company by the weighted average number of common shares outstanding
during the period, adjusted for own shares. Diluted EPS is determined by adjusting the net loss
and comprehensive loss attributable to ordinary shareholders and the weighted average number
of common shares outstanding, adjusted for own shares held, for the effects of all dilutive
potential common shares, which comprise stock options, performance share units and share
purchase warrants.

Segment reporting

An operating segment is a component of the Company that engages in business activities from
which it may earn revenues and incur expenses, including revenues and expenses that relate to
transactions with any of the Company’s other components. All operating segments’ operating
results are reviewed regularly by the Company’s Chief Executive Officer (‘CEQ”), who is the chief
operating decision maker, to make decisions about resources to be allocated to the segment and
assess its performance, and for which discrete financial information is available.

Segment results that are reported to the CEO include items directly attributable to a segment as
well as those that can be allocated on a reasonable basis. Unallocated items comprise mainly
corporate assets (primarily the Company’s headquarters), head office expenses, and income tax
assets and liabilities.

Segment capital expenditure is the total cost incurred during the period to acquire property and
equipment, and intangible assets other than goodwiill.

Investment tax credits

The Company records investment tax credits related to current expenditures on the cost
reduction basis whereby investment tax credits are deducted from the expenditures in the year
the tax credits are earned. Investment tax credits earned on deferred development salaries are
deducted from deferred development costs and amortized to income on the same basis as the
deferred development costs. In addition, investment tax credits related to the acquisition of
property and equipment are deducted from the related asset values. These claims are subject to
audit by the science advisors from the Canada Revenue Agency. As a result, the amounts
recorded as investment tax credits recoverable are subject to specific measurement uncertainty.
When the estimate is known to be materially different from the actual recovery, an adjustment is
made in the period in which the determination is made.
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(a)

New standards and interpretations not yet adopted

IFRS 9 Financial instruments (“IFRS 9”) was issued by the IASB on November 12, 2009 and will
replace IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 uses a
single approach to determine whether a financial asset is measured at amortized cost or fair
value, replacing the multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity
manages its financial instruments in the context of its business model and the contractual cash
flow characteristics of the financial assets. The new standard also requires a single impairment
method to be used, replacing the multiple impairment methods in IAS 39. IFRS 9 is effective for
annual periods beginning on or after January 1, 2013 with early adoption permitted. The
Company is currently evaluating the impact of IFRS 9 on its financial statements.

5. Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination of fair
value, for both 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 about the assumptions made in determining fair values is disclosed in the notes specific
to that asset or liability.

(@)

Property and equipment

The fair value of property and equipment recognized as a result of a business combination is
based on market values. The market value of property is the estimated amount for which a
property could be exchanged on the date of valuation between a willing buyer and a willing seller
in an arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably and willingly. The fair value of items of equipment, fixtures and fittings is based on
the market approach and cost approaches using quoted market prices for similar items when
available and replacement cost when appropriate.

Intangible assets

The fair value of customer relationships acquired in a business combination is determined using
the multi-period excess earnings method, whereby the subject asset is valued after deducting a
fair return on all other assets that are part of creating the related cash flows.

The fair value of other intangible assets is based on the discounted cash flows expected to be
derived from the use and eventual sale of the assets.

Trade and other receivables, cash and cash equivalents, accounts payable and accrued liabilities
and bank indebtedness

The fair value of trade and other receivables is estimated as the present value of future cash
flows, discounted at the market rate of interest at the reporting date. As at March 31, 2011 and
December 31, 2010, the fair value of these balances approximated their carrying value due to
their short term maturity. In the case of bank indebtedness, the fair value approximates its
carrying value as it bears interest at floating rates and the premium charged was indicative of the
Company’s current credit premium.

20



Divestco Inc.
Notes to Condensed Interim Consolidated Financial Statements

March 31, 2011 (Tabular amounts in thousands, unless otherwise stated)

(d) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value
of future principal and interest cash flows, discounted at the market rate of interest at the
reporting date. In respect of the liability component of convertible notes, the market rate of
interest is determined by reference to similar liabilities that do not have a conversion option. For
finance leases the market rate of interest is determined by reference to similar lease agreements.

(e) Share based payment transactions

The fair value of the stock options, performance share units and share purchase warrants is
measured using the Black-Scholes option pricing model. Measurement inputs include the share
price on measurement date, the exercise price of the option, the expected volatility (based on
weighted average historic volatility, the weighted average expected life of the instruments, the
expected dividends, and the risk-free interest rate (based on government bonds). Service and
non-market performance conditions are not taken into account in determining fair value.

6. Seasonality of Operations

Acquisition of seismic data is usually completed in the winter season when the ground is frozen.
These conditions are imperative, especially in the northern areas of Alberta and British Columbia
where seismic acquisition requires the use of heavy equipment. Unfavourable weather conditions
may cause potential cost overruns and delays in the field data acquisition portion of the seismic data
survey which could delay revenue recognition. Revenue is recognized on a percentage of completion
basis.

Other segments of the Company, such as Services, normally exhibit a noticeable reduction in sales
from mid-April through to the end of September and a noticeable increase in sales during the fall and
winter months when significant drilling and exploration activities are underway in North America.
Divestco tries to minimize these fluctuations by performing specific types of contract work appropriate
for lower-activity months. The Software and Data segment typically experiences a slowdown during
July and August, which is generally a slower period for the oil and gas industry in western Canada. As
a result, the operating results of the Company will vary on a quarterly basis.

7. Operating segments

Divestco is an oil and gas services company offering products and services to customers in the oil
and gas exploration and production industry. The Company operates in three segments: Software
and Data, Services and Seismic Data. In addition, the Company reports its overhead activities
through its Corporate and Other segment. The Company operates in Canada and has its
headquarters in Calgary, Alberta.

Software and Data sells, maintains, and supports licensed software exploration products as well as
provides a full suite of support data layers. Services provides geomatics, processing and land
management services. Seismic Data provides seismic brokerage services in addition to developing
and maintaining the Company’s seismic data assets. Corporate and Other includes costs for
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executive management, finance, accounting, marketing, human resources, investor relations, and
information technology.

The accounting policies of the segments are the same as those described in Note 4. Inter-segment
sales and transfers, which are accounted for at market value, are eliminated on consolidation.
Operating income (loss) is measured as revenue less operating expenses, interest, depreciation and
amortization and impairment of goodwill and intangibles. Other income (loss) items and income taxes
reported on the Company’s consolidated statements of loss and comprehensive loss are not
allocated to the reportable segments.

Performance is evaluated and resources are allocated based on specific segment requirements and
measurable factors. Segment assets are those assets that are specifically identified with the
operations in each operational segment. Corporate assets primarily include property and equipment.
Corporate expense includes salaries and benefits and general and administrative expenses for the
Company’s support divisions in addition to interest expense (net of interest income) and amortization
and deprecation.

Performance is measured based on operating income, as included in the internal management
reports that are reviewed by the Company’s CEO. Operating income is used to measure performance
as management believes that such information is the most relevant in evaluating the results of certain
segments relative to other entities that operate within these industries. Inter-segment pricing is
determined on an arm’s length basis.

As at and for the three months ended March 31, 2011
Software & Seismic| Corporate &

Datal Services Data Other| Total
Revenue from external customers $ 2,177 $ 5,126] $ 1,512 $ 4 $ 8,815
Inter-segment revenue E 81 1 (1) 81
Operating income (loss) " (361) 1,111 (368) (4,665) (4,283)
Interest expense (net of interest revenue) . (1) (3) 20 16
Depreciation and amortization 1,131 291 938 1,050 3,410
Total assets 10,572 10,489 10,114 2,885 34,060
Capital expenditures 569 1,263 2,272 797 4,901
Deferred development costs 689 E . E 689
As at and for the three months ended March 31, 2010

Software & Corporate &

Datal Services| Seismic Data Other Total
Revenue from external customers $ 2,420 $ 5,492 $ 4,166 $ 1% 12,078
Inter-segment revenue - 168 - - 168
Operating income (loss) " 192 842 (4,641) (2,593) (6,200)
Interest expense (net of interest revenue) - . - 569 569
Depreciation and amortization 735 529 7,679 293 9,236
Total assets 16,536 9,413 140,956 748 167,653
Capital expenditures @ 61 122 71 85 979
Deferred development costs 386 105 42 - 533

n Operating income (loss) is revenue less operating expenses, interest, depreciation and amortization and impairment of
goodwill and intangibles

@ Capital expenditures includes the purchase of data libraries (net of changes in participation surveys in progress), property
and equipment, and intangible assets
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8. Investmentin

Affiliated Company

During Q1 2011, the Company acquired additional shares of SDLS Inc. (“SDLS”), a private company,
and increased its investment from 36.11% to 50%. The investment is accounted for under the equity
method. The purchase price of the shares was $4,000 plus the assumption of a shareholder loan in
the amount of $25,000 for a total of $29,000. The Company’s pro-rata share of the net income of
SDLS for the three months ended March 31, 2011 was $4,000 (March 31, 2010 — net income of
$3,000) as has been recorded in other income (loss) in the consolidated statements of loss and
comprehensive loss.

Summarized financial information of SDLS Inc. as at

March 31, | December 31,

2011 2010

Total Assets $ 41,759 | $ 27,362
Liabilities $ 318,159 | $ 315,109
Shareholders equity (276,400) (287,747)
Total liabilities and shareholders’ equity | $ 41,759 | $ 27,362
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9. Property and Equipment

Computer Office Assets under
Hardware and  Furniture and Leasehold Finance

Software Equipment Improvements Leases Land Total
Cost:
At January 1, 2010 $ 6,919 §$ 1,739 § 1,492 § 3521 § 309 13,701
Additions 14 - 374 209 - 597
Disposals (22) 4) - - - (26)
Reclassification 449 (449) - - - -
At March 31, 2010 7,360 1,286 1,866 3,730 30 14,272
Additions 43 - 1,327 163 - 1,533
Write-off fully amortized asset (19) - - - - (19)
At December 31, 2010 7,384 1,286 3,193 3,893 30 15,786
Additions 244 7 3,374 235 - 3,860
At March 31, 2011 $ 7,628 $ 1,293 § 6,567 $ 4128 $ 30]$% 19,646
Accumulated depreciation:
At January 1, 2010 $ 5555 § 1,456 § 1,032 § 2912 § - |9 10,955
Depreciation 343 54 73 251 - 721
Disposals (12) (7) (1) (3) - (23)
Reclassification 449 (449) - - - -
At March 31, 2010 6,335 1,054 1,104 3,160 - 11,653
Depreciation 470 131 123 401 - 1,125
Write-off fully amortized asset (18) - - - - (18)
At December 31, 2010 6,787 1,185 1,227 3,561 - 12,760
Depreciation 126 31 2,092 48 - 2,297
At March 31, 2011 $ 6,913 $ 1,216 $ 3,319 § 3,609 $ - |8 15,057
Carrying amounts:
At January 1, 2010 $ 1,365 §$ 283§ 460 $ 609 $ 309 2,747
At March 31, 2010 1,025 232 762 570 30 2,619
At December 31, 2010 597 101 1,966 332 30 3,026
At March 31, 2011 715 77 3,248 519 30 4,589
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10. Intangible Assets

Log and Proprietary Deferred
Drilling  Reference Data Software and Development

Seismic Data Datasets Library Library Map Library]  Libraries Code Costs Total
Cost
At January 1, 2010 § 253040 § 632 § 7209 § 45§ 29|15 261565 § 8256 § 8179 § 278,000
Additions 4322 - - - - 4,322 - 533 4,855
At March 31,2010 257,362 632 7,209 445 239 265,887 8,256 8,712 282,855
Additions (12) - - - - (12) - 2,369 2,357
Disposals (257,288) - - - - (257,288) - - (257,288)
At December 31, 2010 62 632 7,209 445 239 8,587 8,256 11,081 271,924
Additions 2,325 - - - - 2,325 128 689 3,142
At March 31, 2011 $ 2387 § 62 § 7209 § 445 § 23919 10912 § 8384 § 11770 § 31,066
Accumulated depreciation
At January 1, 2010 $ 119765 § 486 § 2098 § 416 § 881S 122853 § 4762 § 1480 $§ 129,095
Amortization 7,648 8 90 19 4 7,769 170 574 8,513
At March 31,2010 127413 494 2,188 435 92 130,622 4932 2,054 137,608
Amortization 3 26 210 10 12 32 508 2,29 3119
Disposals (127 414) - - - - (127 414) - - (127 414)
At December 31, 2010 2 520 2458 445 104 3,529 5440 4,344 13,313
Amortization 900 9 90 - 4 1,003 170 1,073 2,046
At March 31, 2011 $ 902 § 59 § 2,548 § 445 § 108($ 4532 § 5610 § 5417 § 15559
Carrying amount
AtJan 1,2010 § 133275 § 146§ 511§ 29 § 151§ 138712 § 3494 § 6699 § 148905
At March 31,2010 129,949 138 5,021 10 147 135,265 3,324 6,658 145,247
At December 31, 2010 60 12 4751 - 135 5,058 2,816 6,737 14,611
At March 31, 2011 1,485 103 4,661 - 13 6,380 2,774 6,353 15,507

11. Bank Indebtedness

As at March 31, 2011 the Company had an operating loan facility of $5 million with advances being
limited to the lesser of the maximum principal of the facility and the aggregate of 75% of accounts
receivable of the Company excluding certain accounts that are outstanding for more than 90 days.
The lender has a general security agreement over all present and after acquired personal property
and a floating charge on all lands of the Company. The interest rate on this facility is Prime + 2.00%
per annum with a non-refundable facility fee of 0.75% per annum being charged on the unused
portion of the facility. As at March 31, 2010, $3 million was drawn on the facility.

The facilities are subject to the Company meeting certain debt covenants. In April 2011, the lender
approved amendments to the covenants and increased the borrowing rate from Prime + 2.00% to
Prime + 2.50%. The amended covenants are as follows: current ratio cannot fall below 0.90:1 for Q1,
Q2 and Q3 2011, 1.00:1 for Q4 2011 and 1.25:1 thereafter; funded debt to equity ratio cannot exceed
2.00:1; and debt service coverage ratio cannot fall below 2.25:1. In June 2011, the lender removed
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the funded debt to equity ratio covenant from its requirement. As at March 31, 2011, the Company
was not in violation of any of its debt covenants.

12. Equity Instruments and Reserves

(a) Authorized

An unlimited number of voting Class A common shares.

(b) Parvalue

The shares do not have a par value.

(c) Rights, preference and restrictions

There are no restrictions on the distributions of dividends except for the Business Corporations
Act (Alberta) solvency test. There are no restrictions with respect to the repayment of capital,
subject to the process set out in the Business Corporations Act being followed and a solvency

test is met.
(d) Issued
Balance as at
March 31, 2011 December 31, 2010
Number of Number of
Class A shares Shares Amount Shares Amount
Balance, beginning of period 58,938 | $ 73,445 41,958 70,518
Shares issued on Private
Placement® 455 48 15,825 1,673
Cash consideration received on
exercise of stock options - - 1,155 728
Reclassification to common shares
on exercise of options - - - 555
Share issue costs - (1) - (29)
Balance, end of period 59,393 | $ 73,492 58,938 73,445
Number of Number of
Share Purchase Warrants Warrants Amount Warrants Amount
Balance, beginning of period 15,825 1,808 - -
Issued on Private Placement™ 455 52 15,825 1,808
Balance, end of period 16,280 1,860 15,825 1808
Total Equity Instruments $ 75,352 75,253

(e) Private Placement

On December 23, 2010, the Company closed a private placement whereby it sold 15,825,217
units (“Units”) at a price of $0.22 per Unit for total gross proceeds of $3,481,548. Each Unit was
comprised of one Class A share of Divestco (the “Share”) and one non-transferable share
purchase warrant (the “Warrant”). Each Warrant entitles the holder to purchase one Share on or
before December 31, 2012 at an exercise price of $0.32 per Share. The Shares and the
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Warrants, and any Shares issued on exercise of the Warrants are subject to a hold period under
applicable Canadian securities laws and polices of the TSX Venture Exchange. Directors and
officers subscribed for 9,865,214 Units for gross proceeds of $2,170,347. On January 10, 2011,
an additional 454,546 Units were sold at a price of $0.22 per Unit for total gross proceeds of
$100,000.

Net Loss

Basic net loss per share is computed using the weighted-average number of common shares
outstanding during the year, being 59,344,000 for Q1 2011 (Q1 2010 — 41,958,000). In computing
diluted net loss per share, no shares were added in Q1 2011 and Q1 2010 to the weighted
average number of common shares outstanding for the dilution from the stock options and
convertible debentures as they were anti-dilutive.

13. Share based Payments

As at March 31, 2011, the Company had the following share based payment arrangements:

(a) Stock options

The Company has established a stock option plan (the “Option Plan”) whereby the Company may
grant options to purchase common shares to directors, officers, employees and consultants. The
Option Plan allows for the granting of options to purchase common shares to a maximum number
equal to 10% of the then issued and outstanding Class A common shares of the Company
combined with the Company’s other share based compensation arrangements. The price of each
stock option granted is based on market value of the Company’s stock on the last trading day
prior to the date of grant. The options have a five-year term and vest equally over a three-year
period commencing on the first anniversary of the date of grant.

There were no options granted during the three months ended March 31, 2011.

A summary of the status of the Company’s stock option plan as at March 31, 2011 and December
31, 2010 and changes during the periods then ended is presented below:

Number of Weighted Average

Options Option Price Price

Options outstanding, January 1, 2010 2,137 $0.60-$6.10 $1.99
Granted 615 $0.68-$0.78 $0.69
Exercised " (1,155) $0.60-$0.78 $0.63
Forfeited ® (690) $0.60-$6.10 $1.91
Options outstanding, December 31, 2010 907 $0.68-$6.10 $2.89
Forfeited (72) $1.30-$6.00 $3.41
Options outstanding, March 31, 2011 835 $0.68-$6.10 $2.85

(850,000 options were exercised by directors, officers and former officers
@ 187,500 options were forfeited by former Directors, an officer and former officers

Stocks options which were outstanding and vested as at March 31, 2011, are summarized as
follows:
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(b)

(d)

Weighted
Weighted Average
Weighted Average Number of Exercise Price
Average Remaining Options of Options
Options Exercise Contractual Currently Currently
Outstanding Option Price Price Life Exercisable Exercisable
456 $0.68-$1.99 $1.09 2.98 456 $1.09
30 $2.00-$3.49 $2.48 1.81 30 $2.48
158 $3.50-$4.99 $4.17 0.69 158 $4.17
191 $5.00-$6.10 $6.02 0.08 191 $6.02
835 $0.68-$6.10 $2.85 1.84 835 $2.85

Employee stock ownership plan

The Company’s employee stock ownership plan (“ESOP”) allows each employee to contribute up
to 25% of their regular salary towards the savings plan. The Company matches the employee’s
contribution through a combination of cash and shares issued from treasury up to 4.5% of their
monthly regular salary to a maximum of $450 per month. All cash contributions are used to
purchase Class A common shares through the facilities of the TSXV and the value of the
Company’s contribution is included in salaries and benefits in the consolidated statements of loss
and comprehensive loss. Due to the impact of the global recession, the Company matched
portion was suspended effective April 1, 2009. The Company intends to reinstate matching on
July 1, 2011.

Warrants

In connection with the private placements the Company closed in December 2010 and January
2011, the Company issued 16,280 warrants. These warrants are recorded at $1,860 as at March
31, 2011 ($1,808 as at December 31, 2010). The warrants were valued upon grant using the
Black-Scholes method with the following assumptions: risk free interest rate of 1.7%, expected
life of 2 years, expected dividends of nil and expected volatility of 116%. These warrants entitle
the holder to purchase common shares of the Company at an exercise price of $0.32 per share
and expire in December 2012. The warrants were subject to a four-month hold period which
expired in April 2011 and are non-transferable.

Performance share units (share settled)

On May 19, 2011, the Company’s shareholders approved the establishment of a Performance
Share Unit (“PSU”) Plan (the “PSU Plan”). Each PSU awarded conditionally entitles the eligible
unit holder to the delivery of one Class A common share of the Company upon attainment of the
PSU vesting conditions at the Board’s sole discretion. As the Company intends to settle these
with shares it will therefore classify these awards as equity in the consolidated statement of
financial position. These PSUs plus dividend equivalents in the form of additional PSUs equal to
the dividends declared and issued, if any, on the underlying units will vest where performance
conditions for the 2011 fiscal year are met.

The aggregate number of units reserved for issuance upon the vesting of all PSUs granted under
the PSU plan will not exceed 1,188,000 Class A Shares, being 2% of the issued and outstanding
Class A shares of the Corporation as of April 13, 2011, the date of Board approval of the Plan,
and a maximum of 594,000 Class A Shares, being 1% of the issued and outstanding Class A
shares of the Corporation as of April 13, 2011, the date of Board approval of the Plan, for any one
insider. Compensation expense related to the PSUs will be accrued over the term of the
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performance period based on the expected total compensation to be paid out at the end of the

performance period.

(e) Inputs for measurement of grant date fair values

The grant date fair value of the share based payment plans was measured based on the Black-
Scholes formula. Expected volatility is estimated by considering historic average share price
volatility. The inputs used in the measurement of the fair values at grant date of the share based

payment plans during the first quarter of 2011 are the following:

Three Months Ended March 31 2011 2010
Stock Option Plan
Fair Value of stock options and assumptions:
Fair value at grant date $- $0.56
Share price at grant date $- $0.68
Exercise Price $- $0.68
Expected volatility (weighted average) 0.0% 91.5%
Option life (expected weighted average life) Nil years 5.0 years
Expected dividends (weighted average) 0.0% 0.0%
Risk-free interest rate (weighted average) 0.0% 2.2%
Forfeiture rate 0.0% 17.1%
14. Statement of Cash Flows
For the three months ended March 31 2011 2010
Changes in non-cash working capital balances
Funds held in trust $ M $ (4)
Accounts receivable 92 3,553
Income taxes receivable 131 (326)
Prepaid expenses, supplies and deposits (79) (73)
Accounts payable and accrued liabilities (717) (969)
Deferred revenue 1,063 (690)
$ 489 [ $ 1,491

During the three months ended March 31, 2011, the Company recorded finance lease additions of
$235,000 (March 31, 2010 - $209,000). As at March 31, 2011, the Company held $(88,000) (March
31, 2010 — $120,000) of cash and cash equivalents which were denominated in a foreign currency.

15. Operating Leases and sublease loss provision

On May 1, 2010, the Company’s lease for its new premises commenced. The lease term is 15 years.
The monthly commitment was approximately $574,000 including operating costs for 2011. The
annual square foot rate increases in years 3, 6, 9, 11 and 14. All other leases expire in 2011 except
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for approximately 9,500 square feet of space that is occupied by the Company’s IT infrastructure.

In 2010, management anticipated that the Company would not occupy all of the space in its new
premises and began negotiating with potential subtenants. In Q1 2011 the Company finalized an
agreement whereby a new tenant would take over the lease on two floors for 10 years after which
time the Company would no longer be responsible for the lease obligations for that space. The lease
commenced on April 1, 2011 and included an initial eight month rent-free period and additional tenant
inducements matching current inducement rates. The total savings to the Company will be
approximately $2 million per year after 2011.

A liability of $3.5 million was accrued towards the estimated sub-lease loss, which was calculated as
the present value of the difference between estimated current day sublease rental rates that could be
reasonably obtained for the property and those which the Company is committed to pay to the
landlord. The Company recorded accretion of $21,000 in Q1 2011.

In Q1 2011 the Company has recorded an amount with respect to the sub-leasing of additional floors
at its new office premises. Based on current market conditions the Company expects to recover
100% of its leasing and related operating costs for the floors. The recovery does not include costs
incurred by the Company on leasehold improvements (net of tenant inducements). In anticipation of
leasing out these additional floors, the Company recorded a net impairment of $0.8 million on
leasehold improvements for the relevant floors.

Below is a summary of the new building lease commitment net of (estimated) sub-leases combined
with the Company’s commitment on its current premises until the leases expire:

2011 6,538
2012 6,348
2013 6,668
2014 6,820
2015 + 87,109
Total $113,483

16. Related Party Transactions

(a) Key management personnel compensation

In addition to their salaries, the Company also provides non-cash benefits to directors and
executive officers. Executive officers also participate in the Company’s share option program (see
note 20).

Certain executive officers have management contracts. Upon resignation at the Company’s
request, they are entitled to termination benefits up to 18 months’ gross salary, depending on the
number of years completed as an executive officer.

(b) Key management personnel and director transactions

Directors and officers of the Company control 35% percent of the voting shares of the Company.
The Company had the following transactions with a director and an officer:
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(i) During the three months ended March 31, 2011 the Company incurred $46,000 (March 31,
2010 - $79,000) in seismic consulting fees and brokerage commissions from a company
controlled by a director. Included in accounts payable as at March 31, 2011 was $193,000
(December 31, 2010 - $147,000) related to these commissions.

(ii) During the three months ended March 31, 2011, the Company incurred $144,000 (March 31,
2010 - $43,000) in legal fees from the law firm at which the Company’s Corporate Secretary
is employed. Included in accounts payable as at March 31, 2011 was $136,000 (December
31, 2010 - $74,000) related to these legal fees.

All related party transactions are in the normal course of operations and have been measured at the
agreed to exchange amounts, which is the amount of consideration established and agreed to by the
related parties and which is similar to those negotiated with third parties.

17.

Financial Instruments and Risk Management Overview

The Company has exposure to the following risks from its use of financial instruments:

(a) credit risk
(b) liquidity risk
(c) interest rate risk

This note presents information about the Company’s exposure to each of the above risks, the
Company’s objectives, policies and processes for measuring and managing risk, and the Company’s
management of capital.

Risk management framework

The Board of Directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. The Company’s risk management policies are established
to identify and analyze the risks faced by the Company, to set appropriate risk limits and controls, and
to monitor risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the Company’s activities.

(a) Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Company’s
receivables from customers.

Trade and other receivables

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of
each customer. However, management also considers the demographics of the Company’s
customer base, including the default risk of the industry and country in which customers operate,
as these factors may have an influence on credit risk. During the three months ended March 31,
2011, approximately 30 percent (March 31, 2010: 22 percent) of the Company’s revenue was
attributable to sales transactions with three customers. A significant portion of the Company’s
trade accounts receivable are from companies in the oil and gas industry in western Canada and
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are exposed to normal industry credit risks. The concentration risk is mitigated primarily by
portion of the customers being large investment grade organizations.

The Company has established a credit policy under which each new customer is analyzed
individually for creditworthiness before the Company’s standard payment and delivery terms and
conditions are offered. The Company’s review includes external ratings, when available, and in
some cases bank references. Customers that fail to meet the Company’s benchmark
creditworthiness generally are restricted to services on a prepayment basis only.

In monitoring customer credit risk, customers are grouped according to their credit characteristics,
including whether they are an individual or legal entity, geographic location, industry, aging
profile, maturity and existence of previous financial difficulties. Customers that are considered as
“high risk” are closely monitored, and future sales maybe made on a prepayment basis.

In an effort to protect the Company’s seismic data asset both past and present, Divestco has
commenced (or is contemplating) legal action(s) against companies for breaches of its license
agreement(s), copyright and duty of confidentiality for unauthorized sharing of its proprietary
seismic data with third parties and will continue to enforce its proprietary rights using all methods
at its disposal. These actions commenced or contemplated could have a material financial impact
to the firm. Given the nuances it is difficult to quantify the timing or potential financial impact of
any legal action commenced or contemplated.

The Company does not require collateral in respect of trade and other receivables.
Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was as follows:

Balance as at
March 31, December 31, January 1,
2011 2010 2010
Accounts receivables $ 11,667 | $ 11,759 | $ 19,267
Cash and cash equivalents 1,599 3,696 768
$ 13,266 | $ 15,455 | $ 20,035

The Company’s most significant customers account for 30% of the trade carrying amount at
March 31, 2011 (December 31, 2010: 34%; January 1, 2010: 28%).

Impairment losses

The aging of accounts receivables at the reporting date was:
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Balance as at
March 31, 2011 December 31, 2010 January 31, 2010
Gross Impairment Gross Impairment Gross Impairment
Not past due $ 3,685 | $ -1% 4,356 | $ -1 % 6,982 | $ -
Past due 0-30
days 2,373 - 1,579 - 4,057 -
Past due 31-120
days 2,120 - 1,163 - 1,189 -
More than 120
days 942 188 1,128 225 8,716 2,030
9,120 188 8,226 225 20,944 2,030

Non-trade
receivables and
accrued revenue 2,735 - 3,758 - 353 -

$ 11,855 | $ 188 | $ 11,984 | $ 225 | $ 21,297 | $ 2,030
Accounts
receivable and
accrued revenue
net of
impairment $ 11,667 $ 11,759 $ 19,267

The movement in the allowance for impairment in respect of trade and other receivables during
the period was as follows:

Balance as at
March 31, December 31,
2011 2010
Balance, beginning of period $ 225 | § 2,030
Impairment loss recognized (30) (1,083)
Allowance used (7) (722)
Balance, end of period $ 188 | $ 225

The Company reviews its accounts receivable amounts regularly and amounts are written down
to their expected realizable value when outstanding amounts are determined not to be fully
collectable. This generally occurs when the customer has indicated an inability to pay, the
Company is unable to communicate with the customer over an extended period of time, and other
methods to obtain payment have been considered and have not been successful. The decrease
in trade receivables more than 120 days past due as compared to December 31, 2009 was due
to a $4.5 million (2009 - $1.2 million) bad debt write-off recorded in 2010 on two large receivables
related to seismic data transactions totalling $5.9 million (excluding the allowance). While the
Company continues with its in-house collections efforts, there are indications that legal action
may be required which could further delay the collections process.

The Company establishes an allowance for impairment that represents its estimate of incurred
losses in respect of trade and other receivables and investments. The main components of this
allowance are a specific loss component that relates to individually significant exposures, and a
collective loss component established for groups of similar assets in respect of losses that have
been incurred but not yet identified. The collective loss allowance is determined based on
historical data of payment statistics for similar financial assets. In addition, the Company records
an allowance for doubtful accounts equal to 20% of balances that are older than 120 days. Bad
debt expense is charged to net loss in the period that the account is determined to be doubtful.
The carrying amount of accounts receivable represents the maximum credit exposure.
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Based on historic default rates, the Company believes that, apart from the above, no impairment
allowance is necessary in respect of trade receivables not past due or past due by up to 30 days.

Impairment losses

The allowance accounts in respect of accounts receivables are used to record impairment losses
unless the Company is satisfied that no recovery of the amount owing is possible; at that point the
amounts are considered irrecoverable and are written off against the financial asset directly.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial asset.
The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Company’s reputation.

Typically the Company ensures that it has sufficient cash on demand to meet expected
operational expenses for a period of 90 days, including the servicing of financial obligations; this
excludes the potential impact of extreme circumstances that cannot reasonably be predicted,
such as natural disasters. In addition, the Company maintains lines of credit.

As at March 31, 2011 the Company had a cash and cash equivalents balance of $1.6 million,
$11.7 million in accounts receivable and $2 million in unused committed bank credit facilities
totalling $15.3 million to settle current liabilities of $12.8 million (excluding deferred revenue of
$3.8 million). To manage liquidity risk, the Company utilizes long and short-term cash forecasts to
ensure it has necessary funds to fulfill its obligations. In May 2011, management secured a new
subordinated demand bridge loan to assist it with the build-out of its office space and for working
capital purposes. The Company will continue to review additional sources of capital to continue its
activities and discharge its commitments as they become due.

Management believes that the liquidity risk is acceptable given its focus on reducing operating
costs, the value of the underlying assets as well as the existing and future pipeline of business
opportunities. The Company’s liquidity position significantly improved in 2010 with the sale of its
seismic assets and the Company remains committed to not undertaking any significant capital
expenditure unless the project is fully funded with sales contracts.

The following are the contractual maturities of financial liabilities, including estimated interest
payments and excluding the impact of netting agreements as at March 31, 2011:

Carrying |Contractual 6 months 6-12 | 1-2 Years 2-5 [More than 5

Amount | cash flows or less months Years years Total
Bank
indebtedness $ 3,000| $ 3,000| $ 3,000| $ -1 $ -1 % -1 $ -1 $ 3,000
Accounts
payable 7,531 7,531 7,531 - - - - 7,531
Long-term
debt
obligations 674 674 177 177 260 60 - 674
Loss on sub-
lease 3,370 3,510 1,096 755 356 1,067 236 3,510
Tenant
Inducements 1,875 1,875 67 67 134 402 1,205 1,875
Total $ 16450 $ 16450( $ 11871] $ 999 $ 750| $ 1,529| $ 1,441]1 $ 16,590
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It is not expected that the cash flows included in the maturity analysis could occur significantly
earlier, or at significantly different amounts.

(c) Interest rate risk

The Company’s operating line is based on a floating rate and is subject to interest rate cash flow
risk as the required cash flows to service the debt will fluctuate as a result of changes in market
rates. The Company’s finance lease obligations are based on fixed interest rates ranging from
1.4% to 12.4%. If these transactions were entered into today, the interest expense would not be
materially different. Carrying amounts are as follows:

Balance as at
March 31, December 31,
2011 2010
Fixed rate instruments
Finance lease obligations $ 674 | $ 556
Variable rate instruments
Bank indebtedness 3,000 2,050
$ 3,674 | $ 2,606

The Company’s sensitivity analysis includes items bearing interest at variable rates. The analysis
indicates that a 100 basis points increase in interest rates at the reporting date would have would
have increased the net loss for the three months ended March 31, 2011 by $6,000 and 100 basis
points decrease would have would have decreased the net loss for the three months ended
March 31, 2011 by $6,000 (December 31, 2010 — $141,000). The Company does not use
derivative financial instruments to reduce its interest risk exposure. The carrying amounts of the
Company’s term debt approximate their fair values.

Capital Management

The Board’s policy is to maintain a flexible capital structure which optimizes the cost of capital at
acceptable risk levels and manage capital in a manner which balances the interests of equity and
debt holders. Management and the Board of Directors monitor capital using a funded debt to equity
ratio. Funded debt to equity is a non-GAAP measure and therefore is unlikely to be comparable to
similar measures of other companies. The ratio is calculated by taking the sum of interest-bearing
long-term debt obligations (current and long-term portions) divided by shareholders’ equity as
presented on the Company’s consolidated statement of financial position.

In managing the capital structure, Management and the Board make adjustments to it in light of
changes in economic conditions and the risk characteristics of the underlying assets. In order to
maintain or adjust the capital structure, the Company may purchase shares for cancellation pursuant
to normal course issuer bids, issue equity, issue new debt, and/or issue new debt to replace existing
debt with different characteristics.

The Company'’s strategy is to maintain a funded debt to equity ratio of less than 2:00:1. In reaction to
the poor economic conditions in 2009 and 2010, Management and the Board intend to operate the
Company with minimum debt going forward to ensure adequate financial flexibility to meet the
financial obligations, both current and long term and as part of their effort to maintain a healthy
statement of financial position.
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Balance as at
Mar 31, 2011 Dec 31, 2010 Jan 01, 2010
Components of funded debt to equity ratio:
Bank indebtedness $ 3,000 | $ 2,050 | $ -
Current portion of long-term funded debt obligations 353 368 6,217
Long-term funded debt obligations 321 188 20,685
Convertible Debentures - - 3,602
Total funded debt 3,674 2,606 30,504
Shareholders’ equity $ 13,837 [ $ 18,070 | $ 107,547
Total funded debt to equity 0.27 0.14 0.28

18.

Contingencies

The Company is party to various legal actions arising in the normal course of business. Matters that
are probable of an unfavorable outcome to the Company and that can be reasonably estimated are
accrued. Such accruals are based on information known about the matters, the Company’s estimates
of the outcomes of such matters and its experience in contesting, litigating and settling similar
matters. None of the actions are believed by management to involve future amounts that would be
material to the Company’s financial position or results of operations after consideration of recorded
accruals. However, actual amounts could differ materially from management’s estimate.

On February 25, 2011, the plaintiff in a lawsuit against the Company was awarded judgement in the
amount of $500,000. In addition to the principal amount, the Company was liable for costs and
interests in the estimated total amount of $42,000. The judgment has been fully satisfied which
included the transfer of securities and cash held in trust for resolution of this matter. An accrual was
recorded in 2010 for the amount of the settlement plus costs and interest less the approximate value
of the securities. The lawsuit related to $500,000 in convertible debentures issued by BlueGrouse
Seismic Solutions Ltd. (“BlueGrouse”) to the plaintiff on November 21, 2005 at a conversion price of
$4.48 (post acquisition of BlueGrouse). BlueGrouse was acquired by the Company in 2007.

As at September 30, 2010, the Company disposed of its seismic data library, however it continues to
build another proprietary seismic data library. As outlined in the Seismic Data Purchase Agreement
incorporated by reference in the August 26, 2010 Information Circular, the Company retained the right
to litigate and retain in whole or in part the proceeds of past breaches with respect to certain
disposed seismic assets. The Company relies on a combination of patent, copyright, trademark and
trade secret laws, confidentiality agreements, contractual provisions and other measures to protect its
own proprietary information. Despite the Company’s efforts to protect its proprietary rights,
unauthorized parties may or have attempted to copy aspects of its technology or to obtain and use
information that the Company regards as proprietary such as its current and past seismic data library.
In an effort to protect the Company’s seismic data asset both past and present, the Company has
commenced (or is contemplating) legal action(s) against companies for breaches of its license
agreement(s), copyright and duty of confidentiality for unauthorized sharing of its proprietary seismic
data with third parties and will continue to enforce its proprietary rights using all methods at its
disposal. These actions commenced or contemplated could have a material financial impact to the
firm. Given the nuances, it is difficult to quantify the timing or potential financial impact of any legal
action commenced or contemplated.
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19. Explanation of transition to IFRS

The accounting policies under IFRS have been applied to the three months ended March 31, 2011,
the opening statement of financial position at January 1, 2010, the comparative information for the
three months ended March 31, 2011 and the comparative information for the year ended December
31, 2010.

The adjustments resulting from the application of IFRS at the transition date were recorded to the
Company’s opening deficit on the statement of financial position when appropriate.

Upon transition to IFRS, the Company used certain exemptions allowed under IFRS 1 “First Time
Adoption of International Reporting Standards”. The following exemptions were used:

(a) Business combinations

IFRS 1 allows an entity to use the IFRS rules for business combinations on a prospective basis
rather than restating all business combinations. In respect of acquisitions prior to January 1,
2010, Goodwill represents the amount recognized under the Company’s previous GAAP.

(b) Share based payments

IFRS 1 allow entities an exemption on IFRS 2, “Share Based Payments” to equity instruments
which vested prior to the transition date.

As stated in Note 3, these are the Company’s first consolidated financial statements prepared in
accordance with IFRS.

The accounting policies set out in Note 4 have been applied in preparation of an opening IFRS
statement of financial position at January 1, 2010 (the Company’s date of transition). All other
optional exemptions in IFRS 1 were either not applicable because there were no significant
differences in management's application of Canadian GAAP in these areas or were not taken.
Hindsight was not used to create or revise estimates and accordingly, the estimates previously made
by the Company under Canadian GAAP are consistent with their application under IFRS.

IFRS reconciliations of Equity and Total Comprehensive Loss from Canadian GAAP
(“CGAAP”) to IFRS

An explanation of how the transition from previous Canadian GAAP to IFRS has affected the
Company’s financial position, financial performance and cash flows is set out in the following tables
and the notes that accompany the tables.
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As at January 1, 2010
Consolidated Statement of Financial Position

CGAAP| Effect of transition IFRS
(Thousands) Dec 31, 2009 to IFRS| Jan 1, 2010
Assets
Current Assets
Cash and cash equivalents $ 768 1% 768
Funds held in trust 17 - 17
Accounts receivable 19,267 - 19,267
Prepaid expenses, supplies and deposits 708] - 708
Income taxes receivable 391 . 391
21,151 - 21,151
Long-term prepaid expense 846 - 846
Investment in affiliated company 88 - 88
Data libraries (Note a) 138,712 (138,712) -
Participation surveys in progress 2,186 - 2,186
Property and equipment 2,747 - 2,747
Deferred development costs (Note a) 6,699 (6,699) -
Intangible assets (Note a) 3,494 145,411 148,905
$ 175,923 1 $ 175,923
Liabilities and Shareholders’ Equity
Current Liabilities
Accounts payable and accrued liabilities $ 21,184 1% 21,184
Current portion of deferred revenue 5,543 (1,663) 3,880
Current portion of long-term debt obligations 6,217 - 6,217,
32,944 (1,663), 31,281
Deferred revenue - - -
Long-term debt obligations 20,685] - 20,685|
Convertible debentures 3,602 - 3,602
Deferred income taxes (Note c) 12,342 466 12,808
69,573 (1,197), 68,376
Shareholders’ Equity
Equity instruments 70,518 - 70,518
Contributed surplus (Note d) 5,473 89 5,562
Equity portion of convertible debentures 56 - 56
Retained earnings (Notes b,c,d,e) 30,303 1,108 31,411
106,350 1,197 107,547
$ 175,923 -1 $ 175,923
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As at March 31, 2010
Consolidated Statement of Financial Position

CGAAP Effect of transition Effect of transition IFRS
(Thousands) Mar 31,2010[ to IFRS Jan 1,2010 to IFRS Mar 31, 2010
Assets
Current Assets
Cash and cash equivalents $ 1,543 § . 1,543
Funds held in trust 21 - 21
Short-term investments 418 - -
Accounts receivable 15,714 - 15,714
Prepaid expenses, supplies and deposits 781 - 781
Income taxes receivable 717, - 717,
18,776 . 18,776,
Long-term prepaid expense 767| - 767
Investment in affiliated company 91 - 921
Data libraries (Note a) 135,265 (138,712) 3,447
Participation surveys in progress 153 - 153
Property and equipment 2,619 - 2,619
Deferred development costs (Note a) 6,658 (6,699) 4 -
Intangible assets (Note a) 3,324 145,411 (3,488) 145,247
$ 167,653 § 19 18 167,653
Liabilities and Shareholders’ Equity
Current Liabilities
Accounts payable and accrued liabilities $ 20215( $ - $ 20,215
Current portion of deferred revenue 3,190 (1,663 1,663 3,190
Current portion of long-term debt obligations 6,246 - 6,246
29,651 (1,663) 1,663 29,651
Long-term debt obligations 20,069 - 20,069
Convertible debentures 3,621 . 3,621
Deferred income taxes (Note c) 10,930, 466 (466) 10,930
64,271 (1,197 1,197 64,271
Shareholders’ Equity
Equity instruments 70,518 . 70,518
Contributed surplus (Note d) 5,548 89 (29 5,608
Equity portion of convertible debentures 56 . 56
Retained earnings (deficit) (Notes b,c,d,e) 27,260 1,108} (1,168) 27,200
103,382 1,197 (1,197 103,382
$ 167,653 $ 18 13 167,653
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As at December 31, 2010

Consolidated Statement of Financial Position

CGAAP Effect of transition Effect of transition IFRS
(Thousands) Dec 31, 2010[ to IFRS Jan 1, 2010 to IFRS Dec 31, 2010
Assets
Current Assets
Cash and cash equivalents $ 3,696 $ g 3,696
Funds held in trust 15 - 15
Accounts receivable 11,759 - 11,759
Prepaid expenses, supplies and deposits 237 g 237
Income taxes receivable 287 : 287
15,994 - 15,994
Long-term prepaid expense - - -
Investment in affiliated company 100 - 100|
Data libraries (Note a) 5,058 (138,712) 133,654 -
Participation surveys in progress 1,253 - 1,253
Property and equipment 3,026 - 3,026
Deferred development costs (Note a) 6,737 (6,699) (38) -
Intangible assets (Note a) 2,816 145,411 (133,616) 14,611
$ 34,984 $ | - 34,984
Liabilities and Shareholders’ Equity
Current Liabilities
Bank indebtedness $ 2,050 $ - 2,050
Accounts payable and accrued liabilities 8,248 - 8,248
Current portion of deferred revenue 3,422 (1,663) 951 2,710
Current loss on sublease (Note e) 1,655 . 74 1,729
Current portion of long-term debt obligations 368| . 368|
15,743 (1,663), 1,025 15,105
Long-term debt obligations 188 : 188|
Sublease loss (Note e) 1,378 . 243 1,621
Deferred income taxes (Note c) - 466 (466) -
17,309 (1,197), 802 16,914
Shareholders’ Equity
Equity instruments 75,253 - 75,253
Contributed surplus (Note d) 5,744 89 (243), 5,590
Retained earnings (deficit) (Notes b,c,d,e) (63,322), 1,108 (559) (62,773),
17,675 1,197| (802) 18,070
$ 34,984 $ | = 34,984
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Condensed Interim Consolidated Statement of Loss and Comprehensive Loss under IFRS For

the three months ended March 31, 2010

CGAAP Effect of transition IFRS
(Thousands) 2010 to IFRS 2010
Revenue 13,741 (1,663)] $ 12,078
Expenses
Salaries and benefits 5,105 - 5,105
General and administrative 3,322 - 3,322
Stock compensation expense 75 (29) 46
8,502 (29) 8,473
Interest expense 569 - 569
Depreciation, amortization and accretion 9,236 - 9,236
Other income 80 - 80
Loss before income taxes (4,486) (1,634) (6,120)
Income taxes (recovery)
Current (31) - (31)
Deferred (1,412) (466) (1,878)
(1,443) (466) (1,909)
Net loss and comprehensive loss for the period (3,043) (1,168)] $ (4,211)
Net loss per share
Basic and diluted (0.07) $ (0.10)
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Condensed Interim Consolidated Statement Loss and Comprehensive Loss under IFRS For
the year ended December 31, 2010

CGAAP Effect of transition IFRS
(Thousands) 2010 to IFRS 2010
Revenue $ 41,140 (951)] $ 40,189
Expenses
Salaries and benefits 21,344 - 21,344
General and administrative 22,366 - 22,366
Sublease loss 2,968 361 3,329
Stock compensation expense 770 (243) 527
47,448 118 47,566
Interest expense 3,028 - 3,028
Depreciation, amortization and accretion 26,706 (44) 26,662
Other loss (41,416) - (41,416)
Loss before income taxes (77,458) (1,025) (78,483)
Income taxes (recovery)
Current (113) - (113)
Deferred (12,342) (466) (12,808)
(12,455) (466) (12,921)
Net loss and comprehensive loss for the year $ (65,003)[ § (559)] $ (65,562)
Net loss per share
Basic and diluted $ (1.53) $ (1.54)

Notes to the IFRS reconciliations of Equity and Total Comprehensive Loss from Canadian
GAAP (“CGAAP”) to IFRS

(@)

Intangible assets

In accordance with IFRS, the Company accounts for its data libraries and deferred development
costs as intangible assets, using the historical cost model, which is consistent with the method
used under Canadian GAAP. The Company’s amortization policy is unchanged from the
amortization policy followed under Canadian GAAP.

Revenue recognition

In accordance with IFRS, the Company accounts for revenue earned for seismic participation
surveys under the percentage of completion method. Revenue for a seismic participation survey
was recognized upon delivery of the seismic data to the client following the completed contract
method under Canadian GAAP. Under IFRS, revenue is being recognized following the
percentage of completion method, resulting in earlier recognition of a significant portion of
revenue prior to January 1, 2010. This has resulted in a positive change to the opening retained
earnings of $1.7 million and an equivalent reduction in deferred revenue as at January 1, 2010.
This also resulted in an equivalent reduction of revenue in Q1 2010 by $1.7 million. In Q4 2010,
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under IFRS the Company recognized revenue of $712,000 under the percentage of completion
method resulting in an equivalent decrease in deferred revenue as at December 31, 2010.

Share based payments

Under Canadian GAAP, the Company recognized compensation expense associated with share
based compensation plans on a straight-line basis and did not incorporate a forfeiture rate at the
grant date. Under IFRS, the Company is recognizing the expense over the individual vesting
periods for the graded vesting awards using an estimated forfeiture rate at the grant date and
updated it throughout the vesting period. This amounted to an additional share based payment
expense of $89,000 at January 1, 2010 which resulted in a reduction of $89,000 in retained
earnings and an equivalent increase in contributed surplus at the transition date.

Under IFRS, the Company reduced share based compensation by $29,000 in Q1 2010 resulting
in an increase in retained earnings and an equivalent decrease in contributed surplus as at March
31, 2010. Under IFRS, the Company reduced share based compensation by $16,000 in Q2 2010
and $198,000 in Q3 2010 resulting in an equivalent increase in retained earnings and an
equivalent decrease in contributed surplus. No share based payment expense was recognized in
Q4 2010 since all of the Company’s stock options had vested in Q3 2010 and no additional
options were granted.

Sublease loss

Under Canadian GAAP the Company used a credit-adjusted risk-free rate to discount the
sublease loss under EIC 135. Under IAS 37 Provisions, Contingent Liabilities and Contingent
Assets, the Company is required to use a risk free interest rate at the end of each reporting
period to calculate the amount of sublease loss and accretion for this onerous contact. This
resulted in a net increase of $317,000 in the sublease loss and an equivalent decrease in
retained earnings as at December 31, 2010. The additional expense is recorded in G&A
expenses.

Deferred income taxes

Due to the earlier recognition of revenue under IFRS, the reported deferred income tax liability at
the transition date decreased by $466,000 with an equivalent decrease to the opening retained
earnings. The reduction in revenue in Q1 2010 resulted in a decrease in deferred tax expense for
the period by $466,000 with an equivalent increase in the deferred tax liability as at March 31,
2010.
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The following is a summary of the total impact on retained earnings (deficit) of the changes described

above:

Reconciliation of retained earnings as at Jan 1, 2010
Retained earnings at December 31, 2009 per CGAAP $ 30,303

Increase in retained earnings due to change in revenue recognition policy 1,663

Decrease in retained earnings due to increased share based payments (89)
Related tax effect (466)
Retained earnings at January 1, 2010 per IFRS $ 31,411

Reconciliation of retained earnings as at Mar 31, 2010
Retained earnings at March 31, 2010 per CGAAP $ 27,260

Increase in retained earnings due to change in revenue recognition policy at transition date 1,663

Decrease in retained earnings due to change in revenue recognition policy during 2010 (1,663)
Decrease in retained earnings due to increased share based payments at transition date (89)
Increase in retained earnings due to decreased share based payments during 2010 29

Related tax effect at transition date (466)
Related tax effect 466

Retained earnings as at March 31, 2010 per IFRS $ 27,200

Reconciliation of retained earnings (deficit) as at Dec 31, 2010
Retained earnings at December 31, 2010 per CGAAP $ (63,322)
Increase in retained earnings due to change in revenue recognition policy at transition date 1,663

Decrease in retained earnings due to change in revenue recognition policy during 2010 (951)
Decrease in retained earnings due to increased share based payments at transition date (89)
Increase in retained earnings due to decreased share based payments during 2010 243

Decrease in retained earnings due to change in sublease loss amount and related accretion (317)
Related tax effect at transition date (466)
Related tax effect 466

Retained earnings (deficit) as at December 31, 2010 per IFRS $ (62,773)

20. Subsequent event

On May 4, 2011, the Company announced that it had closed a $5 million subordinate bridge loan. $2
million was subscribed to by insiders in accordance with a condition of the financing. The facility will
assist the Company in bridging its 2011 capital expenditures and working capital requirements. The
facility requires payment of interest only with no principal repayment until January 2012, at which time
$150,000 monthly principal payments commence. The security for the loan is a $6.25 million demand
debenture providing a second floating charge security over all personal and real property assets of
the Company and a negative pledge and undertaking to provide fixed charges on the Company’s
corporate assets at the request of the lender. The facility is subject to the Company meeting certain
debt covenants and bears an interest rate of 12% with all amounts not fully drawn by May 31, 2011
being cancelled. The facility has a maturity date of April 30, 2013 with a balloon payment of $2.6

million due upon maturity.
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