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This management discussion and analysis (“MD&A”) is a comparison of Junex’s financial position and results for the
quarter ended September 30, 2012, with those of the previous year. It should be read in conjunction with the audited
financial statements and notes thereto for the year ended December 31, 2011. These interim consolidated financial
statements have been prepared in accordance with IAS 34, Interim Financial Reporting, and are presented in
Canadian dollars. The interim consolidated financial statements as at September 30, 2012 and the Quarterly Report
for the three month ended September 30, 2012 have not been audited by the Company’s external auditors.

Nature of Business

The Company was incorporated under Part 1A of the Companies Act (Québec). Its main activity is oil and gas exploration
in the province of Québec. The Company is also engaged in complementary activities such as selling natural brine
and providing oil and gas well drilling services.
Junex is a junior oil and gas exploration company that holds exploration rights on approximately 5.2 million acres of
land located in the Appalachian basin in the Province of Quebec. The company is in the heart of the Utica Shale gas
discovery located in the St. Lawrence Lowlands and holds a significant land-package on the Anticosti Island where
an independent report has provided their Best Estimate of the undiscovered shale oil initially-in-place ("OIIP") volume
for the Macasty Shale on all five of Junex's permits on Anticosti Island at 12.2 billion barrels. As of September 30,
2012 Junex had working capital of more than $17.6 million. In parallel to its exploration efforts in Quebec and expansion
of its exploration activities elsewhere, Junex's goal is to achieve positive cash flows from its natural brine and drilling
services operations.
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Forward-Looking Statements
Certain statements in this report should be considered as forward-looking statements. Such statements are subject
to risks, uncertainty and other factors that could cause the Company’s actual results, performance or achievements
to be materially different from the results, performance or achievements expressed or implied by such forwardlooking statements. Forward-looking statements typically contain words such as “anticipate”, “believe”, “plan”,
“estimate”, “expect”, “may”, “will”, “project”, “should” or similar words suggesting future outcomes. In particular,
this MD&A contains forward-looking statements pertaining to the following:
›
›
›
›
›
›
›
›

Realization and results of future exploration;
Size of hydrocarbon discoveries and/or production;
Anticipated revenues and cash flows;
Capital expenditures contemplated by the Company or its partners;
Cost and scheduling of operations planned by the Company or its partners;
The Company’s ability to enter into new joint venture agreements;
Estimation of reserves in place and/or recoverable;
The Company’s financing capability.

The statements made herein may constitute forward-looking statements. These statements relate to future events
or Junex’s future financial performance and entail risks, uncertainties and other factors, both known and unknown,
that may appreciably affect its results, financial performance or achievements when considered in light of the content
or implications of statements made by Junex. Actual events or results could be significantly different. Accordingly,
investors should not place undue reliance on forward-looking statements. Junex does not intend and undertakes no
obligation to update these forward-looking statements.

1.1 Date
This report for the period ended September 30, 2012, was completed on November 22, 2012.

1.2 Exploration Program
Junex’s Acreage
Holding nearly 20,000 square kilometers of petroleum and natural gas rights in Quebec, Junex is the largest licensee
of oil and gas exploration licenses in Quebec. Junex’s properties are located in sedimentary basins in the St. Lawrence
Lowlands, on the Gaspé Peninsula, on Anticosti Island and in the Appalachian region. With a presence in these
different regions, Junex has diversified its portfolio of exploration objectives and thus reduced the risks typically
associated with a single exploration focus. The company’s portfolio of projects is well-balanced with just over half
of these properties having a potential for petroleum liquids (oil or condensate).
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Location of Junex’s properties in Quebec

Distribution of the portfolio of Junex’s properties in Quebec

Since 2006, Junex has entered into various partnership agreements to explore the shale gas potential in some areas
in the St. Lawrence Lowlands. Three agreements are in place, including two with Lone Pine Resources and another
with Canadian Quantum Energy, both based in Calgary, Alberta.
Junex also owns overriding royalties on production ranging from 0.5% to 5% in an additional 12,000 square kilometersized area in three sedimentary basins in Quebec, those of the Gaspé Peninsula, the St. Lawrence Lowlands and the
Lower St. Lawrence.
Elsewhere in North America, Junex is in the process of earning a 25 % working interest in an oil exploration project
covering more than 2,200 acres located in the Permian sedimentary basin of west Texas.
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1.2 Exploration
During the third quarter, exploration operations consisted primarily of the implementation of drilling operations on
the Gaspé Peninsula and a geophysical survey on Anticosti Island. In parallel, evaluation efforts were completed on
various projects in the St. Lawrence Lowlands and on the Gaspé Peninsula. In the St. Lawrence Lowlands, field
operations consisted of the maintenance and monitoring of the well sites operated by Junex.

Galt
Located 15 kilometers west of the town of Gaspé, the Galt project covers an area of 214 square kilometres. On the
basis of certain recommendations made by experts from Netherland, Sewell & Associates, Inc. ("NSAI"), a firm of
worldwide petroleum consultants, Junex’s team continued to analyze the various geological and geophysical data
available at Galt. These investigations aimed to define new drilling targets to test the oil potential of the Devonian
limestones of the Forillon Formation.
The Junex Galt #4 exploration well, situated approximately 20 kilometers from the town of Gaspé in eastern Quebec,
was drilled by the Foragaz No. 3 drilling rig to a total depth of 2,000 meters. The well was drilled to evaluate the oil
potential of the Forillon Formation. Numerous oil shows encountered during the drilling of the well and the subsequent
recovery of oil in drillstem tests confirm the presence of a very thick oil column that extends from 760 metres to
1,757 meters in depth in the well.
Having been drilled approximately 2.5 kilometres west of the Galt No. 1, 2 and 3 wells, this well’s results confirm the
extension of the Galt structure, our geological model and the presence of hydrothermal dolomite proximal to a
significant strike-slip fault. According to available ionformation, the reservoir quality of the Forillon could improve
nearer to the fault zone where an increased number of natural fractures might exist and where further reservoir
enhancement by hydrothermal dolomitization within these fractures might have occurred. Notably, the top of the
Forillon Formation is about 400 meters higher than at the Galt No. 3 well. Ten drillstem tests were conducted of
which six recovered varying quantities of oil and two recovered oil cut drilling mud; no formation water was recovered
in any of the drillstem tests. A total of 29 sidewall cores were also recovered and these will be analyzed over the next
few weeks.
The well has been temporarily suspended in view of drilling a future horizontal leg into the hydrothermal breccia
encountered in the Forillon Formation.
The petroleum potential of the Forillon Formation on Junex's Galt Field property was previously evaluated for Junex
by Netherland, Sewell & Associates, Inc., ("NSAI"), a firm of worldwide petroleum consultants based in Texas. In its
report, NSAI placed their Best Estimate of the total Oil-Initially-In-Place ("OIIP") resources at 260.2 million barrels
for the Forillon Formation on Junex's Galt Field property. This 260.2 million barrel figure includes Discovered
Contingent OIIP volumes of 26.3 million barrels and Undiscovered Prospective OOIP volumes of 233.9 million barrels.
Currently, well and geophysical data allow evaluation of approximately 25% of the territory covered by the project.
The reader should consult the press release issued on October 24, 2011 for detailed information regarding the
NSAI’s report.
In the third quarter of 2012, Junex’s investment in the Galt project amounted to $2,762,614.
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Anticosti
Located in the Gulf of St. Lawrence in Quebec, Anticosti Island extends over a length of 220 km and covers an area
of 8,000 km2. This region has been the focus of at least three exploration campaigns since the 1960s. Several reservoir
zones in dolomitized carbonates (HTD) have been identified both on seismic and in wells drilled to date. However,
these reservoirs contained no significant petroleum accumulations on the north side of the island. Exploration of
the Deep Macasty Fairway could demonstrate the existence of a significant hydrocarbon accumulation within a
closed, overpressured system due to the possible presence of overpressure.
The South Anticosti block of permits covers an area of 944 square kilometers and is held 100% by Junex. Since 2009,
Junex’s team focused on evaluating the petroleum potential of Anticosti Island. On this island there is a sedimentary
sequence ranging in thickness between 1,200 and 4,000 meters. Recent studies have targeted the geological formation
of the Macasty Shales (the "Macasty"). The Middle Ordovician-aged Macasty is recognized as being the source rock for
hydrocarbons in the basin.
Junex’s acreage is dominantly situated in the Deep Macasty Fairway, where, based on available information, the
company’s mapping interprets that the Macasty averages approximately 80 metres in thickness, which is approximately
two times the thickness than that encountered in wells previously drilled by other operators to the north of the Jupiter
Fault outside of the Deep Fairway. Junex’s interpretation of pertinent geochemical lab data indicates that the organic-rich
Macasty on its Deep Fairway acreage places it well within the Oil Window of thermal maturity, which compares much
more favourably with published findings for the oil-rich Utica/Point Pleasant Shale in Ohio and the prolific Eagle Ford
Shale in Texas than currently does the less thermally mature Macasty outside of the Deep Fairway.
Based on its direct experience with the Utica Shale in the Saint Lawrence Lowlands at varying formation depths and
more specifically with the oil it recovered from the Utica Shale in the Junex St-Augustin No. 1 well in 2009, Junex
considers that the greater formation depth of the Macasty on its acreage in the Deep Fairway should translate into
greater formation pressure (or reservoir energy) that could yield a greater oil production potential than the Macasty in
shallower areas outside of the Deep Fairway.
Furthermore, based on NSAI’s Best Estimate, the Macasty on Junex’s acreage has an average potential of 33.5 million
barrels of OIIP per square mile ("bbls/sec"), which appears to be much superior than the average OIIP per square mile
calculated for other areas of the island controlled by other operators (based on third party Best Estimates published
by these operators). Junex considers that this aspect, combined with greater reservoir energy on its acreage in the Deep
Fairway, substantially elevates the prospectivity of the Macasty on its acreage relative to areas outside the Deep Fairway.

Macasty Shale Properties in the Deep Fairway on Anticosti
Propriétés
Depth

1,500 to 2,500 meters

Stratigraphy

Ordovician shale – equivalent to Utica Shale

Thickness

60 to 120 metes

Mineralogy

50% Qtz + Fsp / 35% LS-Dol / 15% Clays

Petroleum source

Type II Kerogen

Organic content (TOC)

1.0 to 4.0%

Thermal maturity

Middle Oil Window to Wet Gas Window

Porosity

4.0 to 8.6%

Reservoir pressure

Overpressured

Petroleum potential (OIIP)

33.6 million barres per section (mi2)
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With respect to the deeper conventional reservoirs including the Trenton / Black River and Romaine formations
underlying the Macasty Shale, many wells were drilled by other operators over the past 15 years that specifically
targeted these formations in areas north of the Jupiter Fault. Available well data and published results show that
these wells drilled to the north of the Jupiter Fault thus far have not been commercially successful: where porous
reservoir rock was encountered, formation water was dominantly present and only minor hydrocarbon shows were
observed. In Junex’s opinion, the Jupiter Fault could have acted as a sealing barrier to the migration of oil from
mature source rocks on the south side of the Jupiter Fault into these geological sequences on the north side of the
Jupiter Fault. It is on the basis of this geological concept and its recently-acquired seismic data that Junex intends
to drill five new conventional vertical wells, on its acreage south of the Jupiter Fault, targeting primarily the Trenton
/ Black River and Romaine Formations.
Since the beginning of oil exploration on the island, nearly 1,400 kilometers of seismic data were acquired by various
companies. The vast majority of these data covered the shallower part of the Anticosti platform; for its part, Junex
undertook the mapping of the Deep Fairway in the basin. Exploration operations in the southern part of Anticosti
Island date back to the 1970s for the drilling and towards the end of the 1990s for reflection seismic surveys. In order
to better define the major geological structures in the South of the island, the company completed an airborne
geophysical survey of gravimetry in 2011.
In mid-September, Junex announced it has completed acquisition of 224 line-kilometres of new 2D seismic data on
its solely-held, 233,275 acre-sized block of exploration permits on Anticosti Island. This seismic survey, the largest
ever realized by Junex, is part of a multi-phase exploration program targeting the Macasty Shale and deeper
conventional sedimentary sequences. More than 70 workers, majority of them form Quebec, were working on the
Island at the peak of the seismic survey, generating significant local economic spin-off.
As Junex’s interpretation efforts of this new date progress over the coming weeks, drilling locations for the top five
prospects will be selected. Each of these prospect’s primary objectives include conventional reservoirs in geological
formations underlying the Macasty, including the Trenton / Black River and Romaine (Ellenburger-equivalent)
carbonate sequences. The secondary objective is the overlying Macasty where the company intends to further
evaluate its oil potential through a combination of coring, specialized core analysis and other analytical methods
during and subsequent to the future drilling operations.
The appropriate requests for drilling permits will be made to the relevant government authorities in preparation for
the drilling of these five conventional vertical wells as early as the next drilling season during the summer of 2013.
Netherland, Sewell and Associates, Inc. ("NSAI"), an independent petroleum consulting firm, was commissioned by
the company to undertake an evaluation of the oil-in-place potential of the Macasty Shale on Junex’s acreage in the
"Deep Fairway". In its report NSAI provided its Best Estimate of the undiscovered Shale oil initially in place ("OIIP")
for the Macasty at 12.2 billion barrels on Junex’s Anticosti Island permits. The reader should consult Junex’s press
release issued on September 28, 2011 for detailed information regarding the NSAI’s report.
Junex’s investment in the Anticosti project amounted to $3,744,940 for the third quarter of 2012.

Other Properties
In the St. Lawrence Lowlands ("Lowlands") region, along the Gaspé Peninsula and in the Appalachians, Junex’s
exploration team continues to evaluate various areas. The objective is to delineate hydrocarbon-prospective exploration
areas in Ordovician carbonates or Cambrian sandstones. Throughout the quarter, several studies were conducted
to assess the potential of selected targets on Junex’s properties on the North Shore, the Richelieu, the Appalachians,
the Taconic Front and the Bay of Chaleurs.
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In recent years, the company had focused its activities on the Lowlands with the main objective to develop the Utica Shale
gas discovery. Through its drilling operations, research and analysis, the company has succeeded in establishing an
estimate of the natural gas potential of its permits in southern Quebec. Over a period of two years, Junex had mandated
NSAI to undertake a total of three independent evaluations covering various blocks of permits held by Junex and covering
prospective areas of Utica shale. These three evaluations, when combined, evaluated two-thirds of the permits held by
Junex in the Lowlands. For all of Junex’s Lowlands permits assessed by NSAI, their Best Estimate of Prospective original
gas-in-place (“OGIP”) volume in the Utica Shale was established at approximately 45 trillion cubic feet (“TCF”). Junex’s net
portion of NSAI’s Best Estimate of Prospective OGIP volume in the Utica Shale on its permits is approximately 34.3 TCF.
Junex also continues its contribution to the Research Chair on the Geological Sequestration of CO2. This project is
part of the exploration process led by Junex to develop the potential of underground storage in Quebec.
Elsewhere in the Lowlands, Junex’s team continued maintenance operations on its various wellsites. Junex’s exploration
team has also continued its records management of these wellsites. Interventions in the field, if necessary, were made
and were subject to government approvals and the availability of equipment.
Junex’s investment in its various projects attained $55,592 for the third quarter of 2012.
Exploration and evaluation assets
Exploration and evaluation assets of Junex amounted to $35,687,586 as of September 30, 2012, compared to $29,745,406
as of December 31, 2011, which represents an increase of $5,942,180. These exploration expenses represent the net
investments of the Company on its different projects in oil and gas exploration. Thus, they are deducted from the
write-off which can occur during the year due to the abandonment of wells and/or projects; also net of tax credits
that the Company receives from Québec; and from partners’ contributions that are paying a share of exploration
expenses for some projects.
Details of exploration and evaluation assets as at September 30, 2012 and as at December 31, 2011 are detailed as follows:
Breakdown of exploration and evaluation assets as at September 30, 2012

Explorations fees
Baie des chaleurs
Bande Taconique et Anticosti
Galt
Rive Nord
Bécancour-Nicolet
Appalaches et Lyster
Texas
Nord du Québec
Richelieu

2,682,351
3,356,752
5,222,473
5,092,394
10,060,018
5,180,157
158,262
16,117
389,992
32,158,516

Exploration rights
(properties)
478,636
320,984
1,164,780
493,093
223,266
353,489
199,056
52,432
243,334
3,529,070

Total
3,160,987
3,677,736
6,387,253
5,585,487
10,283,284
5,533,646
357,318
68,549
633,326
35,687,586

Breakdown of exploration and evaluation assets as at December 31, 2011

Baie des chaleurs
Bande Taconique et Anticosti
Galt
Rive Nord
Bécancour-Nicolet
Appalaches et Lyster
Richelieu

Explorations fees

Exploration rights
(properties)

Total

2,672,191
579,884
2,879,709
5,046,951
9,930,394
5,158,916
371,682
26,639,728

449,814
296,167
1,164,780
462,629
220,542
288,696
223,051
3,105,678

3,122,005
876,051
4,044,488
5,509,580
10,150,936
5,447,613
594,733
29,745,406
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1.3 Selected Financial Information
for the Quarters Ended September 30, 2012 and 2011
(Thousands of dollars, except per share amounts)

Three-month period ended

Nine-month period ended

2012

2011

2012

2011

$

$

$

$

Oil and natural gas

14

-

42

-

Natural brine

35

48

114

148

-

-

843

-

Others

(1)

-

3

7

Total sales

48

48

1 002

155

OPERATIONS
Sales by segment

Drilling services

Gross margin
Net earnings (net loss)
Basic and diluted net earnings (net loss) per share
BALANCE SHEET

(1)

(21)

(92)

(56)

(182)

(293)

(788)

1 390

(0.003)

(0.005)

(0.013)

0.023
30-09-2011

30-09-2012

30-09-2011

30-09-2012

Working capital

17,630

17,791

17,630

17,791

Total assets

61,370

54,242

61,370

54,242
1,263

Long-term debt
Total liabilities
Shareholders’ equity

760

1,263

760

5,375

1,872

5,375

1,872

55,995

52,370

55,995

52,370

(434)

(622)

(887)

(1,061)

CASH FLOWS
Cash flows from (used in) operating activities

1.4 Results of Operations
Sales and Profit Margin
The Company’s sales for the third quarter of 2012 totalled $48,294 which represents a slight increase compared to
sales of $47,568 recorded in the third quarter of 2011. The Company’s sales is comprised of $13,703 from oil sales
and $35,666 from brine sales, compared to $ 47,568 only from brine division in the corresponding quarter of 2011.
Sales of natural brine reached $35,666 for the third quarter of 2012, a declined of $11,902 compared to the sales of
$47,368 recorded in third quarter of 2011. Junex produces natural brine sold at the wellhead to distributors who in
turn sell to the final users. As for oil and gas sales, they generated revenues of $13,703 in the third quarter of 2012
compared to no revenue in the corresponding quarter of 2011.
As for the drilling division, it did not generates ant revenue in the third quarter since it services were used for Junex’s
projects. It should be noted that Junex uses its drilling division primarily for its own exploration requirements and
those of its partners. This allows the Company to better control exploration-related costs on its oil and gas properties.
However, only revenues from third parties are included in the sales figures.
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Gross margin for the quarter ended September 30, 2012 is -1.5% compared to -44.2% in the corresponding quarter
of 2011. The margin increase in 2012 is due to gross margin of brine division which have increased to 25.2 % in the
third quarter of 2012 compared to – 22.5 %in the third quarter of 2011.

Net Loss and Cash Flows
The Company posted a net loss of $182,241 in the third quarter of 2012, an improvement compared to a net loss of
$292,868 registered in the same quarter of 2011. This variation can be explained by an increase in gross margin of
$20,349 and a decrease in administrative expenses.
The Company’s operating activities used cash flows of $433,643 the third quarter of 2012, compared to the $621,797
used in the third quarter of 2011. Finally, the financing activities required liquidities of $82,300 in order to fund the
buy back of 112,500 shares of the company.
Administrative expenses decreased by 14.6% or $46,162 in the third quarter of 2012. The administrative expenses
variation is detailed below.
Detail of administrative expenses for the periods ended September 30, 2012 and 2011
Administrative expenses

Salarie and benefits

3 months

9 months

09-30-2012

09-30-2011

09-30-2012

09-30-2011

117,754

146,139

350,220

443,528

Professional fees

70,389

67,995

445,075

329,295

Insurances

29,345

38,197

102,183

103,789

Office and equipment location

6,700

8,228

18,990

24,359

Marketing and promotion

6,834

8,480

21,487

28,844

Taxes and permits

3,538

16,211

17,110

58,257

21,798

17,905

81,375

50,361

9,582

8,127

37,854

27,517

Travel and business development
Office fees
Amortization of property, plant and equipment

4,077

4,897

12,232

14,496

270,017

316,179

1,086,525

1,080,446

1.5 Summary of Quarterly Results
The Company’s quarterly results may fluctuate substantially from one quarter to the next due to non-recurring
events. The quarterly net loss generally ranges from $200,000 to $400,000. The unusual $1,442,449 loss in the last
quarter of 2010 was mainly caused by the write-off of $1,415,534 in deferred exploration expenditures and a future
income tax creditor expense of $244,026. The extraordinary profits for quarters ended March 31, 2011 and June 30, 2011
are attributable to non-recurrent gains of 1,870,536$ and 706,072$ on disposal of available-for-sale financial assets.
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Financial Data for the Last Eight Quarters
Sept. 30
2012

Total sales
Net income (loss)
Basic net income (loss) per share

June 30
2012

March 31
2012

Dec. 31
2011

Sept. 30
2011

June 30
2011

March 31
2011

48,294

379,534

573,805

483,541

47,568

96,473

10,961

(182,241)

(265,514)

(339,957)

(185,357)

(292,868)

377,742

1,301,575

(0.003)

(0.004)

(0.006)

(0.002)

(0.005)

(0.006)

(0.021)

Dec. 31
2010

11,299
(1,351,100)
(0.022)

1.6 Liquidity and Capital Resources
As of September 30, 2012, the Company’s working capital amounted to $17,630,401 a decrease of $2,207,307 compared
to the working capital of $19,837,708, as at December 31, 2011. The decrease in working capital was primarily due
to exploration expenditures over the first nine months of the year.
The Company had financial resources of $18,275,874 as at September 30, 2012, which is sufficient to undertake its
near-term development program and meet the commitments mentioned in Note 16 to its annual financial statements.
The Company is not exposed to any liquidity risk arising from financial instruments.

1.7 Sources of Financing
On June 28, 2012, the Company issued 7,172,857 units pertaining to a private placement for a gross proceeds of
$5,000,000. Each unit is comprised of one share of the Company and one half of a warrant ; each whole warrant
allows for the purchase of a share of the Company at a price of $0.875 until June 28, 2015.

1.8 Off-Balance-Sheet Arrangements
The Company has no significant off-balance-sheet arrangement other than the financial commitments specified in
Note 16 to the annual financial statements.

1.9 Related Party Transactions
Related party transactions amounted $6,546 in the third quarter of 2012. These transactions consisted of the rental
of a warehouse, and were concluded with a company having significant influence. Moreover, fees totalling $12,500
were paid to one officer and director of the Company who is also principal shareholder. Related-party transactions
with a company controlled by a shareholder having significant influence were entered into in the normal course of
business and were measured at the exchange amount, being the amount established and accepted by the parties.
The commercial goal of the transaction is the rental of warehouses that allow optimized drilling service activities.
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1.10 Anticipated Transactions
No transactions that would have a significant impact on the Company’s financial position, operating results or cash flows
are anticipated.

1.11 Critical Accounting Estimates
Preparation of financial statements in accordance with Canadian generally accepted accounting principles or IFRS
requires management to make estimates and assumptions that affect amounts in the financial statements and
notes thereto. These estimates are based on the management’s best knowledge of current events and actions that
the Company may take in the future. Actual results could differ from such estimates. The Company did not make
any accounting estimates that could have a material impact on the Company’s financial position.

1.12 Changes in Accounting Policies
Changes in accounting policies are described in the notes to the financial statements, available on SEDAR (www.sedar.com).
The only accounting changes were those that arose from the adoption of new accounting policies.

1.13 Supplemental Information Required by Emerging
Issuers Without Significant Operating Income
The Company’s primary business is oil and gas exploration. A summary of work carried out by the Company is presented
in Section 1.2 of this MD&A.

National Instrument 51-102
The deferred exploration expenses for the three-month period ended September 30, 2012

Geology

Baie des chaleurs

Geophysic

Wells

Evaluation

Professionals
and General
fees

Total

7,403

-

-

-

104

7,507

Bande Taconique et Anticosti

18,645

3,674,601

-

-

51,694

3,744,940

Galt

12,495

3,052

2,684,922

24,012

38,134

2,762,614

5,754

-

769

-

91

6,614
26,846

Rive Nord
Bécancour-Nicolet

3,172

-

13,153

10,150

371

Appalaches et Lyster

2,919

1,618

1,748

-

88

6,373

-

-

68,420

-

957

69,377

Nord du Québec

816

-

-

-

12

828

Richelieu

625

-

6,697

-

102

7,424

51,828

3,679,271

2,775,709

34,162

91,553

6,632,523

Texas
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The deferred exploration expenses for the nine-month period ended September 30, 2012

Geology

Geophysic

Wells

Evaluation

Professionals
and General
fees

Total

Baie des chaleurs

32,491

1,198

882

-

16,036

50,607

Bande Taconique et Anticosti

65,833

3,749,474

-

-

83,599

3,898,906

Galt

41,172

6,482

38,405

145,295

3,631,950

Rive Nord

37,632

-

24,328

1,403

28,358

91,721

Bécancour-Nicolet

55,832

-

82,408

18,250

63,169

219,659

7,928

5,145

16,111

-

12,151

41,336

Texas

82,997

-

68,420

-

9,956

161,373

Nord du Québec

22,144

-

-

-

5,640

27,784

1,176

-

23,980

-

2,633

27,789

347,205

3,762,300

3,616,725

58,057

366,837

Appalaches et Lyster

Richelieu

3,400,596

8,151,124

1.14 Financial and Other Instruments
The analysis of financial instruments used by the Company can be found in Note 20 to the annual financial statements.

1.15 Other Information
Common Shares
As at September 30, 2012, there were 67,072,428 common shares outstanding.
Warrants
The following warrants were issued as at September 30, 2012 :
3,571,428 warrants exercisable for $0.875 per share until June 28, 2015
Outstanding Stock Options
Volume

Exercise Price

Expiry date

80,000
70,000
60,000
30,000
25,000
30,000
80,000
90,000
21,666
90,000
200,000
600,000
140,000
1,650,000

2.00 $
1.00 $
2.00 $
2.00 $
1.00 $
0.80 $
0.90 $
1.28 $
1.18 $
0.97 $
0.75 $
1.68 $
2.84 $
0.88 $

10-23-2012
10-23-2012
12-16-2012
03-20-2013
03-20-2013
09-30-2014
10-18-2014
05-04-2016
08-31-2016
08-31-2017
01-24-2018
04-07-2018
09-05-2018
03-20-2019

3,166,666

1.19$
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Risks and Uncertainties
The future success of the Company will depend upon its ability to find or acquire additional oil and gas reserves that
are economically recoverable. Except to the extent that the Company conducts successful exploration or development
activities or acquires properties containing proven reserves, or both, the reserves of the Company will generally
decline as reserves are produced. There is no guarantee that any of the development projects and production activities
implemented in the future will result in significant additional reserves or that the Company will succeed in drilling
productive wells at low exploration costs. If prevailing oil and gas prices were to increase significantly, the
Company’s exploration costs to add reserves could be expected to increase. The drilling of oil and gas wells involves
a high degree of risk, especially the risk of a dry hole or of a well that is not sufficiently productive to provide economic
return of the capital expended to drill the well.

BAPE Report and Strategic Environmental Evaluation
During 2010, the Quebec government has entrusted the Bureau d’audiences publiques sur l’environnement
(“BAPE”) with the mandate to conduct a Commission of Inquiry and public hearings on the sustainable development
of Utica shales in Quebec. The BAPE's report, made public by Québec's Minister of Environment and Sustainable
Development on March 8, 2011 (the complete report is available at the following address:
http://www.bape.gouv.qc.ca/sections/mandats/Gaz_de_schiste/Index.htm) most notably recommends the Québec
government to conduct a Strategic Environmental Evaluation (“SEE”) which is estimated to last 24 to 30 months
according to the Minister of Environment. During this evaluation, BAPE recommends that hydraulic fracturing of
wells shall only be authorized within the context of the SEE where it will allow improvement in the level of scientific
knowledge. The exact mandate which will be entrusted to the committee in charge of producing the SEE was still
not revealed as of the date of the report. The committee's members were still not confirmed either.
In the long term, the Québec government's decision to undertake an SEE on the Utica Shales development could
have a significant impact on the company's business in the extent where it is hard to foresee the result of this evaluation
and what the government's decisions will be further to this. In the short term, it is very likely that the company's
exploration activities, as those of every active company in Québec, should slow down by the SEE who will have the
leisure to accept or not the fracturing activities presented to it.

Risks associated with oil and gas operation
Oil and natural gas operations are subject to all the risks and hazards typically associated with such operations,
including hazards such as fire, explosions, blowouts, formation damage and oil spills, any of which could result in
substantial damage to oil and gas wells, producing facilities and other property of the Company and to the environment,
or in personal injury. In accordance with industry practice, the Company is not fully insured against all of these risks,
nor are all such risks insurable. Although the Company has maintained liability insurance in amounts which it
considers adequate, the nature of these risks is such that liabilities could exceed policy limits, in which case significant
costs could be incurred which could have a materially adverse effect upon the financial condition of the Company.
Government regulations relating to environmental matters could also increase the cost of carrying on business or
require the Company to change its activities or to cease operating in certain areas.
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Uncertainty of crude oil, natural gas reserve and resource evaluations
The process of estimating oil, gas and natural brine reserves and/or resources is complex, requiring significant decisions
and assumptions in the evaluation of available geological, geophysical, engineering and economic data for each
reservoir. As a result, such estimates are inherently imprecise. Actual data concerning future production, oil, gas
and natural brine prices, revenues, taxes, development expenditures, operating expenses and quantities of recoverable
oil, gas and natural brine reserves may vary substantially from those estimated in the respective reserve reports.
Any significant variances in these assumptions could materially affect the estimated quantities and the present value
of reserves as set forth in this annual information form. In addition, such reserves may be subject to downward or
upward revisions based upon production history, results of future exploration and development, prevailing oil, gas
and natural brine prices and other factors, many of which are beyond the control of the Company. Actual production,
revenues, taxes, development expenditures and operating expenses with respect to reserves will likely vary from the
estimate used, and such variances may be material.

Government regulation
The petroleum and natural gas industry is subject to controls and regulations established by the various levels of
government with respect to prices, royalties, land tenure, production quotas, exports and imports of petroleum and gas
and environmental protection. It is impossible to predict with any certainty what impact these controls and regulations
will have on the business of the Company or if any amendments will be made to such controls and regulations.
The oil, natural gas and natural brine industries are is actually subject to environmental regulations pursuant to a
variety of provincial and federal legislation. This legislation provides restrictions and prohibitions on the emissions
or releases of various substances produced or used in association with certain extraction activities within the oil and
gas industries and which affect the costs and location of wells and installations and the extent to which exploration
and development activities are authorized. In addition, the legislation requires that land, wells and facility sites that
are abandoned temporarily or definitely be reclaimed to the satisfaction of provincial authorities. A breach of such
legislation may result in the imposition of fines and penalties, the suspension or revocation of necessary licenses
and authorizations to operate a business and the enforcement of civil liabilities for pollution damages. In Quebec,
since September 12, 1972, environmental issues are governed mainly by the Environment Quality Act (Quebec). That
law impose obligations with respect to the environment, disclosure and monitoring. In addition, the law provide
procedures, in certain circumstances, to assess environment impact and broader public consultation procedures
with respect to environmental assessment and the application of the law.

Permits, licenses and approvals
In Quebec, anyone exploring for oil, natural gas or natural brine must have an exploration permit delivered in
accordance with the Mining Act (Quebec). The permit is issued, with respect to a given territory, to anyone who complies
with the conditions and pays the annual fees prescribed by the regulation. The term of a permit is five years. A permit may be renewed for an additional period of one year, up to five times, in respect of all or a portion of the territory
contemplated by the permit, provided that certain conditions set forth in the Mining Act (Quebec) are met.
The holder of an oil and natural gas exploration permit must perform, on an annual basis, certain work, the nature
and the minimum cost of which are specified by regulation, including geological and geophysical studies or drilling
on the territory contemplated by his permit. The minimum cost to be incurred varies according to the age of the
permit. Accordingly, during the first year of a permit, the fees are equal to $0.50 per hectare or $3,000, whichever
is greater, and for the fifth year of the permit, they are equal to $2.50 per hectare or $15,000, whichever is greater.
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Pursuant to an Act Amending the Mining Act and an Act Respecting the Lands in the Public Domain, adopted on
June 12, 1998, which is still not in effect as of the date hereof, the Quebec legislator has provided for the introduction
of a single permit authorizing the exploration for oil, natural gas, natural brine and underground reservoirs. In addition,
the legislator has provided that within the areas of a marine environment, as defined by departmental order, exploration permits are to be granted by way of open tenders and that, with respect to such areas, the Natural Resources
Minister may prescribe such conditions and obligations as may be different from those provided for in the Mining Act
(Quebec) with respect to mining rights, oil, natural gas, natural brine or an underground reservoir. The Act Amending
the Mining Act and an Act Respecting the Lands in the Public Domain also provides for the extension of the exploration permit when serious indicators of the presence of oil, natural gas, natural brine or an underground reservoir
with commercial possibilities are identified.

Title to property
While the Company has taken reasonable actions to ensure that it has good and valid title over its properties, there
is no certainty that the titles of any of its properties will not be disputed or challenged. Third parties may have valid
claims with respect to underlying portions of the Company’s interests.

Future financing requirements
The Company will need additional financing in the future in order to continue its business and, in particular, in order
to complete its exploration and development program. There can be no assurance that such financing will be available
or, if available, will be on reasonable terms. If financing is obtained by issuing treasury shares, control of the
Company may change and shareholders may suffer additional dilution. To the extent financing is not available, lease
expiry dates, work commitments, rental payments and option payments may not be satisfied and this could in turn
result in the inability of the Company to pursue, in whole or in part, its exploration and development program, the
loss of ownership rights or earning opportunities for the Company.

Dependence on key personnel
The success of the Company will be largely dependent upon the quality of its management and personnel. Loss of
the services of such persons, or the inability to attract personnel of equal ability, could materially adversely affect
the Company’s business operations and prospects. The Company has not, as yet, purchased “key man” insurance
on any of its directors, officers or key employees, and has no current plans to do so.

Market conditions
The Company operates in a competitive environment, where the commodity price is affected by a number of factors
beyond the control of the Company. Oil and natural gas prices have fluctuated wildly in the past. Oil prices are subject
to international supply and demand, and political developments, particularly in the Middle East, can have a major
influence on world oil supplies and prices. Any decline in oil or natural gas prices could have a material adverse
affect on the Company’s operations, financial condition and the level of expenditures for the acquisition of additional
oil and gas reserve. In addition, the marketability of the Company’s production will depend upon the availability and
capacity of gathering systems and pipelines, the effect of federal and provincial regulation and general economic
conditions. All of these factors are beyond the Company’s control.
In Canada, oil producers negotiate sales contracts directly with oil purchasers, with the result that the market determines
the price of oil. The price depends in part on oil quality, prices of competing fuels, distance to market, the value of
refined products and the supply/demand balance.
The price of natural gas sold in interprovincial, intraprovincial and international trade is determined by negotiation
between buyers and sellers. The price received by a natural gas producer depends in part on the prices of other
competing fuels, the type of natural gas produced, the access to upstream transportation facilities, the duration of
the contract, the weather conditions and the supply/demand balance.
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Natural brine (water with a high saline content) is a transparent odourless liquid product consisting of a high
concentration of dissolved salts. The chemical properties of natural brine are such that it is an effective de icing
product and dust suppressant. The price received by a producer and distributor of natural brine varies according to
the prices of other competing products, such as sodium chloride and magnesium chloride. Prices are negotiated
directly with the consumers of these types of product and, more often than not, public tender bids are open to various
suppliers. Total volumes used with respect to this product are also directly related to weather conditions.

Litigation
The Company may be held liable for pollution or for other risks for which it cannot be insured or for risks it may
choose not to insure given the high premium costs or for other reasons. Payments in this respect may result in the
loss of assets of the Company.

Land claims
None of the properties over which the Company has an interest is currently subject to land claims by native peoples.
However, there can be now assurance that no such land claim will be made in the future.

Availability of drilling equipment and access
Oil and natural gas exploration and development activities are dependent on the availability of drilling and related
equipment in the particular areas where such activities will be conducted. Demand for such limited equipment or
access restrictions may affect the availability of such equipment to the Company and may delay exploration and
development activities, if any.

Management of growth
The Company may be subject to growth-related risks including capacity constraints and pressure on its internal
systems and controls. The Company’s ability to manage growth effectively will require it to continue to implement
and improve its operational and financial systems and to expand, train and manage its employee base. The Company’s
inability to deal with this growth could have a material adverse impact on its business, operations and prospects.

Volatility of share prices
Share prices are subject to changes because of numerous factors beyond the Company’s control, including reports
of new information, changes in the Company’s financial situation, the sale of the Company’s shares in the market,
failure to achieve financial results in line with the expectations of analysts, announcements by the Company or the
oil price. There is no guarantee that the market price of the shares will be protected from any such fluctuations in
the future.

Supplemental Information
Complete financial statements of the Company are available on SEDAR at www.sedar.com. Additional information
regarding the Company’s activities are also available on its website at www.junex.ca.

