
August12,2015

Fellow S hareholders,

W e are pleased to report the second quarterfinancialand operationalresultsforBirchcliffEnergy L td.
(“Birchcliff”)forthethreeandsix m onthperiodsendedJune30,2015.

Currentproduction isapproxim ately 39,000 boe perday. W e had record quarterly average production
of 38,489 boe per day during the second quarter of 2015, notw ithstanding num erous service
curtailm entsonT ransCanada’sN G T L S ystem . P roductionconsisted of86% naturalgas,10% lightoiland
4% naturalgasliquids. P roduction w as23% above the average production in the second quarterof
2014. T he m ajority ofthe w ellsdrilled in 2014 and 2015 are outperform ing ourinternalproduction
estim ates,w hichw eexpectw illresultinam aterialincreaseinourreservesatyearend.

P roductionperbasiccom m onshareincreased18% from thesecondquarterof2014.

O uroperating costsw ere $4.53 perboe,dow n 11% from the firstquarterof2015 and dow n 14% from
thesecondquarterof2014,show ingacontinuedreductioninouroperatingcostsperboe.

O urgeneraland adm inistrative expense w as$1.50 perboe,dow n 12% from the first quarterof2015
anddow n21% from $1.91 perboeinthesecondquarterof2014.

O urtotalcash costsw ere also arecord low of$10.58 perboe,dow n 9% from the firstquarterof2015
anddow n28% from thesecondquarterof2014.

W e have achieved long-term reductionsin both ouroperating and capitalcostsasaresult ofthe hard
w ork ofourpeople,the im plem entation ofnew horizontaldrilling and com pletion technologiesand
m oreefficientprojectexecution. Inaddition,thecollapseinoilpriceshasled tocostreductionsinm ost
aspectsofourbusiness.

Based on ourrecent m ulti-w ellpad drilling, ourcoststo drill, case, com plete, equip and tie-in our
M ontney/Doighorizontalnaturalgasw ellshave decreased by approxim ately 22% to an average of$4.5
m illion perw ellfrom an average of$5.8 m illion perw ell.1 T he com bination ofthese decreased capital
costsand the im proved w ellperform ance that w e are now realizing,hashad apositive effect on our
capitalefficienciesandinternalratesofreturn.

In sum m ary, w e had record production, record low operating costsper boe and im proved w ell
perform ance during the second quarterof2015. In addition, w e have increased ourfourth quarter
average production by 2,000 boe perday to 41,000 to 42,000 boe perday w hile reducing ourcapital
expenditure program to approxim ately $250 m illion from $266.7 m illion. Further,w e are now seeing
im provedeconom icsw iththereductionsinbothourcapitalcostsandoperatingcosts.

1 T heaveragecostof$4.5 m illionperw ellassum esthattherearenocostsassociatedw ithanextendedgatheringsystem .
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FinancialandO perationalH ighlights

T hreem onthsended
June30,

S ix m onthsended
June30,

2015 2014 2015 2014

O P ER A T IN G

Averagedaily production

L ightoil– (barrels) 3,736 3,936 3,876 3,957

N aturalgas– (thousandsofcubicfeet) 198,714 155,373 197,332 156,906

N G L s– (barrels) 1,634 1,346 1,688 1,354

T otal– barrelsofoilequivalent(6:1)(1) 38,489 31,178 38,453 31,462

Averagesalesprice($ CDN )(2)

L ightoil– (perbarrel) 64.93 104.72 56.03 101.01

N aturalgas– (perthousandcubicfeet) 2.86 4.81 2.92 5.46

N G L s– (perbarrel) 59.57 96.13 52.84 95.74

T otal– barrelsofoilequivalent(6:1)(1) 23.62 41.33 22.95 44.04

N ET BA CKAN D CO S T ($ perbarrelofoilequivalentat6:1)(1)

P etroleum andnaturalgasrevenue(2) 23.64 41.35 22.96 44.05

R oyalty expense (0.61) (3.35) (0.72) (3.89)

O peratingexpense (4.53) (5.25) (4.82) (5.23)

T ransportationandm arketingexpense (2.46) (2.47) (2.52) (2.47)

N etback(3) 16.04 30.28 14.90 32.46

G eneral& adm inistrativeexpense,net (1.50) (1.91) (1.60) (1.90)

Interestexpense (1.48) (1.70) (1.45) (1.70)

R ealizedlossonfinancialinstrum ents - (0.10) - (0.10)

Fundsflow netback(3) 13.06 26.57 11.85 28.76

S tock-basedcom pensationexpense,net (0.25) (0.75) (0.23) (0.54)

Depletionanddepreciationexpense (10.75) (11.56) (10.99) (11.37)

Accretionexpense (0.15) (0.22) (0.16) (0.22)

Am ortizationofdeferredfinancingfees (0.07) (0.08) (0.06) (0.09)

G ainonsaleofassets - - 0.09 -

U nrealizedlossonfinancialinstrum ents - (0.01) - (0.03)

DividendsonS eriesC preferredshares (0.25) (0.31) (0.25) (0.31)

Incom etaxexpense (2.78) (3.74) (1.35) (4.33)

N etincom e(loss) (1.19) 9.90 (1.10) 11.87

DividendsonS eriesA preferredshares (0.29) (0.35) (0.29) (0.35)

N etincom e(loss)tocom m onshareholders (1.48) 9.55 (1.39) 11.52

FIN A N CIA L

P etroleum andnaturalgasrevenue($000s)(2) 82,791 117,308 159,817 250,866

Fundsflow from operations($000s)(3) 45,752 75,382 82,472 163,751

P ercom m onshare– basic($)(3) 0.30 0.52 0.54 1.13

P ercom m onshare– diluted($)(3) 0.30 0.49 0.53 1.09

N etincom e(loss)($000s) (4,174) 28,087 (7,653) 67,586

N etincom e(loss)tocom m onshareholders($000s) (5,174) 27,087 (9,653) 65,586

P ercom m onshare– basic($) (0.03) 0.19 (0.06) 0.45

P ercom m onshare– diluted($) (0.03) 0.18 (0.06) 0.44

Com m onsharesoutstanding(000s)

Endofperiod– basic 152,294 145,912 152,294 145,912

Endofperiod– diluted 168,181 166,285 168,181 166,285

W eightedaveragecom m onsharesforperiod – basic 152,289 145,145 152,266 144,588

W eightedaveragecom m onsharesforperiod – diluted 154,650 152,623 154,422 149,895

DividendsonS eriesA preferredshares($000s) 1,000 1,000 2,000 2,000

DividendsonS eriesC preferredshares($000s) 875 875 1,750 1,750

Capitalexpenditures,net($000s) 65,122 75,484 163,661 236,887

L ong-term bankdebt($000s) 599,998 452,183 599,998 452,183

W orkingcapitaldeficit($000s) 32,308 62,454 32,308 62,454

T otaldebt($000s)(3) 632,306 514,637 632,306 514,637

(1) S ee“Advisories” inthisS econdQ uarterR eport.

(2) Excludestheeffectofhedgesusingfinancialinstrum ents.

(3) S ee“N on-G AAP M easures” inthisS econd Q uarterR eport.
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R EDU CED 2015CA P IT A L EXP EN DIT U R ES A N D R EVIS ED 2015CA P IT A L EXP EN DIT U R EP R O GR A M

O n February 11,2015,w e announced ourcapitalbudgetfor2015 of$266.7 m illion,w hich included the
drillingof25 (24.5 net)w ells. W ithcapitalexpendituresof$266.7 m illion,w eestim ated annualaverage
productionof38,000 to40,000 boeperday.

Inthecurrentenvironm ent,ourplanned capitalexpenditureprogram for2015 cannow beachieved for
approxim ately $220 m illion to $225 m illion asa result of significant cost savings, m ore efficient
executionandthedeferraluntil2016 ofapproxim ately $17 m illionofcapitalassociatedw iththeP haseV
expansionoftheP CS G asP lant. Accordingly,w ehavem adethedecisiontodrillanadditional7 (7.0 net)
M ontney/Doig horizontalnaturalgasw ellsduring 2015. O ur forecast oftotalcapitalexpenditures
during 2015 isnow approxim ately $250 m illion,areduction of$16.7 m illion from the $266.7 m illion
capitalbudgetw e previously announced. T hese additionalw ellsw illbe drilled inthe P ouce Coupe area
and itisanticipated that5 ofthesew ellsw illbebroughtonproductionby yearend and therem aining2
w ellsw illbe broughton production during the firstquarterof2016. W e now expectthatatotalof32
(31.5 net)w ellsw illbedrilledin2015.

T hefollow ingtableprovidesthedetailsofourrevised2015 capitalexpenditureprogram :

2015CapitalExpenditureP rogram
GrossW ells N etW ells

N etCapital
(M M $)

(1)
Difference
inCapital

N ew O ld N ew O ld N ew O ld (M M $)

Drilling& Developm ent
M ontney D1 H orizontalG asW ells 18.0 15.0 18.0 15.0 86.8
M ontney D4 H orizontalG asW ells 5.0 4.0 5.0 4.0 27.9
BasalDoig/U pperM ontney H orizontalG asW ells 6.0 3.0 6.0 3.0 30.3
CharlieL akeH orizontalL ightO ilW ell

(2)
1.0 1.0 1.0 1.0 7.0

H alfw ay H orizontalL ightO ilW ell 1.0 1.0 0.5 0.5 3.6
AcidG asW ell 1.0 1.0 1.0 1.0 5.2

T otalDrilling& Developm ent
(3)

32.0 25.0 31.5 24.5 160.8

Infrastructure
(4)

43.7

P roductionO ptim ization 21.5

L and& S eism ic 10.6

Acquisition& Dispositions (0.7)

O ther 13.6

T otalN etCapital 249.4 266.7 17.3

(1) N um bersm ay notaddduetorounding.

(2) Includesapproxim ately $1.9 m illionofdrillingcapitalcarriedoverfrom 2014.

(3) O nadrill,case,com plete,equipandtie-inbasis.

(4) Includesapproxim ately $33 m illionofcapitalin2015 fortheP CS G asP lantP haseV expansion.

W e expect to fund ourrevised 2015 capitalexpenditure program prim arily using internally generated
fundsflow and available credit facilities. O ur revised capitalexpenditure program isbased on an
expected annualaverage W T I price ofU S $50.00 perbarrelofoil(revised from U S $60.00 perbarrel
underouroriginalcapitalexpenditure program announced on February 11,2015)and an AECO price of
CDN $2.70 perG J ofnaturalgas(revised from CDN $3.00 perG J underouroriginalcapitalexpenditure
program announced on February 11,2015)during 2015. W e m ay adjust our2015 capitalbudget or
furtheradjust ourcapitalexpenditure program to respond to changesin com m odity pricesand other
m aterialchangesintheassum ptionsunderlyingourcapitalexpenditureprogram .
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2015P R O DU CT IO N GU IDAN CE

W e expect to achieve record annualaverage production of39,000 to 40,000 boe perday for2015,
revised upw ardsfrom ourpreviousguidance of38,000 to 40,000 boe perday,representing arange of
16% to19% grow thabovetheannualaverageof33,734 boeperday in2014.

Asaresult ofthe drilling ofthe 7 additionalw ellsunderourrevised 2015 capitalexpenditure program
and the im proved production perform ance from the w ellsthat w e have drilled in 2014 and 2015,our
2015 fourth quarteraverage production isexpected to be 41,000 to 42,000 boe perday,an increase of
approxim ately 2,000 boeperday from ouroriginalinternalexpectations.

O urexit production in 2015 isexpected to be 41,000 to 42,000 boe perday,setting usup forstrong
averageproductioninthefirstquarterof2016.

U P DAT EO N T H EP CS GA S P L A N T

O urP CS G asP lant iscurrently processing approxim ately 170 M M cfperday ofsalesgasand hasa
processingcapacity of180 M M cfperday ofraw gas.

Engineering,procurem ent and fabrication w orkisunderw ay forthe P hase V expansion ofourP CS G as
P lant w hich w illincrease processing capacity to 260 M M cfper day from 180 M M cfper day. W e
previously announced thatw e expected to rebid the field assem bly and construction w orkofthe P hase
V expansion afterthe firstquarterof2015. It isourexpectation that service costsw illcontinue to fall
and accordingly,w e have delayed the bid process. W e currently anticipate thatthe P hase V expansion
w illbecom pleted som etim einthefallof2016. Accordingly,w ehavedeferred until2016 approxim ately
$17 m illionofcapitalassociatedw iththeP haseV expansionoftheP CS G asP lant.

In addition,prelim inary planning and perm itting w orkhasbeen initiated forthe P hase VIexpansion of
ourP CS G asP lant w hich isbeing designed to increase processing capacity to 340 M M cfperday from
260 M M cfper day, increased from 320 M M cf per day w hich w e previously announced. W e had
previously announced thatstart-up ofP hase VIw ould occurin late 2016. Asaresultofourdeferralof
theP haseV expansion,thetim ingoftheconstructionand start-upofP haseVIiscurrently uncertainand
w illbedeterm inedatalaterdate.

FIR M N A T U R A L GA S T R A N S P O R T A T IO N CA P A CIT Y

W e expect that w e have enough firm transportation capacity to m eet our production guidance.
Virtually allofournaturalgasproductionistransported onT ransCanada’sN G T L AlbertaP ipelineS ystem
pursuanttobothfirm andinterruptibleserviceagreem ents.

In recent m onths, interruptible service hasbeen suspended and transportable volum eshave been
curtailed from tim e to tim e to aslow as90% offirm service entitlem entsasaresult N ationalEnergy
Boardorderedpipelineintegrity testingproceduresandotheroperationalissues.

W ehaveinplacefirm servicecontractsthatcurrently providetransportationcapacity slightly below the
processing capacity available to usat ourow n facilitiesand at third party processing facilitiesthat w e
use. O nO ctober1,2015,additionalfirm transportationserviceontheN G T L AlbertaP ipelineS ystem w ill
becom e available to us,w hich w illprovide usw ith sufficient firm transportation capacity to transport
them ajority ofouranticipatedproductionvolum esfrom theP haseV expansionofourP CS G asP lant.

T he recent shut dow n ofthe Alliance pipeline hasonly affected approxim ately 250 boe perday ofour
production.
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EL M W O R T H GA S P L A N T

Aspartofourfuture grow th plansforourM ontney/DoigN aturalG asR esource P lay,w e are continuing
to prove up the play in the Elm w orth areaand w e intend to construct and operate the 100% ow ned
Elm w orth G asP lant. W e have com m enced the prelim inary planning for thisplant and acritical
requirem ent isthe nearby acid gasdisposalw ellw hich w e drilled in the first quarterof2015. In the
second quarter,w e conducted injectivity testson the w elland w e are currently evaluating itsinjection
capability andpreparingtherequiredregulatory application.

2015S ECO N D Q U A R T ER FIN A N CIA L A N D O P ER A T IO N A L R ES U L T S

P R O DU CT IO N

R ecord second quarterproductionaveraged 38,489 boeperday,anincreaseof23% from productionof
31,178 boe perday in the second quarterof2014. P roduction perbasiccom m on share increased 18%
from the second quarterof2014. T he increase in production from the second quarterof2014 w as
largely due to increm entalproduction added from new M ontney/Doig horizontalnaturalgasw ellsthat
w eretiedintoourP CS G asP lant,offsetby num erousservicecurtailm entsonT ransCanadaCorporation’s
N G T L system andnaturalproductiondeclines.

P roduction consisted ofapproxim ately 86% naturalgas,10% light oiland 4% naturalgasliquidsin the
second quarter. Approxim ately 80% ofourtotalcorporate naturalgasproduction and 72% ofourtotal
corporateproductionw asprocessedatourP CS GasP lantinthefirsthalfof2015.

W ehaveconsistently dem onstrated significantgrow thinsecond quarterproductionpercom m onshare.
T he follow ing table highlightsBirchcliff’ssecond quarterproduction perbasic com m on share grow th
since2011 year-over-year:

Q 2
2011

Q 2
2012

Q 2
2013

Q 2
2014

Q 2
2015

Change
S ince
2011

(% )

A verage
A nnual
Grow th

(% )

Q uarterly AverageP roduction(boe/day) 17,324 22,039 24,141 31,178 38,489 122 31

P roductionperday perm illioncom m onshares(boe)(1) 137.1 159.2 169.7 214.8 252.7 84 21

(1) Basedonquarterly averageproductionandw eightedaveragebasiccom m onsharesoutstandingintherespectivequarter.

FU N DS FL O W A N D N ET L O S S

Fundsflow w as$45.8 m illion or$0.30 perbasiccom m on share,adecrease from $75.4 m illion or$0.52
perbasiccom m onshareinthesecond quarterof2014.T hisdecreasew aslargely duetoa43% decrease
intheaveragerealizedoilandnaturalgasw ellheadprice.

W e w ould have had net incom e to com m on shareholdersof$2.6 m illion but for the $7.8 m illion
deferred incom e tax expense resulting from the recently announced increase in the Albertacorporate
incom etax rateto12% from 10% .

W e recorded anetlossto com m on shareholdersof$5.2 m illion ($0.03 perbasiccom m on share)in the
second quarterof2015,adecrease from net incom e to com m on shareholdersof$27.1 m illion ($0.19
perbasiccom m onshare)inthesecond quarterof2014. T hedecreasefrom thesecond quarterof2014
w asm ainly attributable to low erfundsflow asaresult ofthe decrease in com m odity prices. Also
included in the net lossin the second quarterof2015 w asa$7.8 m illion deferred incom e tax expense
resulting from the recently announced increase in the Albertacorporate incom e tax rate to 12% from
10% .
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O P ER A T IN G CO S T S A N D GEN ER A L A N D A DM IN IS T R A T IVEEXP EN S E

O perating costsforthe second quarterof2015 w ere $4.53 perboe,adecrease from $5.25 perboe in
thesecond quarterof2014. O peratingcostsperboedecreased from thesecond quarterof2014 largely
due to the continued cost benefitsachieved from processing increm entalvolum esof naturalgas
throughourP CS G asP lantandthecontinuedim plem entationofvariousoptim izationinitiatives.

G eneraland adm inistrative expense in the second quarterof2015 w as$1.50 perboe,adecrease from
$1.91 perboeinthesecondquarterof2014.

W e continue to focuson reducingouroperatingcostsand generaland adm inistrative expense on aper
boe basis. S ubsequent to June 30,2015,w e im plem ented tw o m eaningfuloperating cost reduction
initiativesthat are expected to furtherreduce costsoverthe long term atourP CS G asP lant. T he first
initiativeistheconversionofanexistingstandingverticalw ellneartheP CS G asP lanttoaw aterdisposal
w elland connecting it by pipeline to the P CS G asP lant. T hiselim inatesthe related trucking costsand
disposalfeesfor any produced disposable w ater. T he second initiative ispipeline connecting the
condensate stream from the P CS G asP lant directly to P em bina’spipeline system ,w hich isexpected to
beoperationalinthelatterhalfofAugust2015. T hispipelinew illelim inaterelated condensatetrucking
feesandsecurecontinuoustakeaw ay capacity forourproducedcondensatevolum es.

P CS GA S P L A N T N ET BA CKS

S ince theP CS G asP lantfirstbecam eoperationalinM arch 2010,w ehave seen asignificantreduction in
our corporate operating costson a per boe basis. During the first half of 2015, w e processed
approxim ately 80% ofourtotalcorporate naturalgasproduction through ourP CS G asP lant w ith an
average plant and field operating cost of$2.11 perboe ($0.35 perM cfe). T he estim ated operating
netbackat ourP CS G asP lant w as$14.44 perboe ($2.41 perM cfe)resulting in an operating m argin of
75% inthefirsthalfof2015.

T he follow ing table detailsBirchcliff’snet production and estim ated operating netback for w ells
producingtotheP CS GasP lant,onaproductionm onthbasis:

ProductionProcessedthrough thePCS G asPlant

S ix m onthsended
June30,2015

S ix m onthsended
June30,2014

S ix m onthsended
June30,2013

S ix m onthsended
June30,2012

Averagedaily production,nettoBirchcliff:

N aturalgas(M cf) 157,462 122,277 84,561 57,211

O il& N G L s(bbls) 1,249 982 375 232

T otalboe(6:1) 27,494 21,361 14,468 9,768

S alesliquidsyield(bbls/M M cf) 7.9 8.0 4.4 4.1

% ofcorporatenaturalgasproduction 80% 78% 69% 58%

% ofcorporateproduction 72% 68% 58% 45%

A ECO – C daily ($/M cf) $2.70 $5.20 $3.37 $2.02

N etbackandcost: $/M cfe $/boe $/M cfe $/boe $/M cfe $/boe $/M cfe $/boe

P etroleum andnaturalgasrevenue 3.20 19.21 5.93 35.60 3.81 22.88 2.47 14.82

R oyalty expense (0.12) (0.74) (0.40) (2.38) (0.23) (1.39) (0.07) (0.42)

O peratingexpense(1) (0.35) (2.11) (0.41) (2.45) (0.36) (2.17) (0.26) (1.56)

T ransportationandm arketingexpense (0.32) (1.92) (0.29) (1.82) (0.25) (1.50) (0.22) (1.32)

Estim atedoperatingnetback(2) 2.41 14.44 4.83 28.95 2.97 17.82 1.92 11.52

O peratingm argin(2) 75% 75% 81% 81% 78% 78% 78% 78%

(1) R epresentsplantandfieldoperatingcosts.

(2) S ee“N on-G AAP M easures”.
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T O T A L CA S H CO S T S A N D FU N DS FL O W N ET BA CK

During the second quarterof2015, w e had totalcash costsof$10.58 perboe (royalties,operating,
transportation and m arketing,generaland adm inistrative and interest costs),adecrease from $14.68
perboe in the second quarterof2014,and fundsflow netback of$13.06 perboe,adecrease from
$26.57 perboeinthesecondquarterof2014.

CA P IT A L EXP EN DIT U R ES

During the second quarterof2015,w e had capitalexpendituresof$65.1 m illion.Fordetailsregarding
these capitalexpenditures,please see ourm anagem ent’sdiscussion and analysisforthe three and six
m onthperiodsendedJune30,2015.

DEBT A N D CAP IT A L IZA T IO N

At June 30, 2015, our long-term draw n bank debt w as$608 m illion from available credit facilities
aggregating $800 m illion, leaving $192 m illion of unutilized capacity w hich providesfor significant
financialflexibility.T otaldebtatJune30,2015,includingthew orkingcapitaldeficit,w as$632.3 m illion.

AtJune30,2015,w ehad152,293,539 basiccom m onsharesoutstanding.

IN CR EA S ET O CR EDIT FACIL IT IES A N D R EM O VA L O FFIN A N CIA L CO VEN A N T S

O n M ay 11,2015,the follow ing am endm entsw ere m ade to oursyndicated bankcredit facilitiesatour
requestduringourannualcreditreview :

(i) theaggregatelim itofourcreditfacilitiesw asincreasedto$800 m illionfrom $750 m illion;

(ii) ourcredit facilitiesw ere consolidated into asingle extendible borrow ing base revolving
term creditfacility w itham aturity dateofM ay 11,2018;and

(iii) the financialcovenantscontained in ourcreditfacilities,including the covenantsrelatingto
them aintenanceofdebttoEBIT DA andEBIT DA tointerestexpenseratios,w ererem oved.

T hesechangestooursyndicatedbankcreditfacilitiesprovideusw ithincreasedfinancialflexibility.

O P ER A T IO N S U P DA T E

DR IL L IN G

Birchcliff’s 2015 drilling program is prim arily focused on our tw o proven resource plays, the
M ontney/Doig N aturalG asR esource P lay and the Charlie L ake L ight O ilR esource P lay. W e actively
em ploy theevolvingtechnology utilized by theindustry regardinghorizontalw elldrillingand therelated
m ulti-stagefracturestim ulations.

W e drilled 10 (10.0 net)w ellsin the second quarterof2015,consisting of9 (9.0 net)M ontney/Doig
horizontalnaturalgasw ellsintheP ouceCoupeareaand 1 (1.0 net)CharlieL akehorizontallightoilw ell
intheP rogressarea.

W e have drilled 25 (24.5 net)w ellsyearto date,consisting of21 (21.0 net)M ontney/Doig horizontal
naturalgasw ellsin the P ouce Coupe area,1 (1.0 net)M ontney/Doig horizontalnaturalgasw ellin the
Elm w orth area,1 (1.0 net)Charlie L ake horizontallightoilw ellin the P rogressarea,1 (0.5 net)Halfw ay
horizontallightoilw ellintheP rogressareaand a100% w orkinginterestBelloy verticalw elldrilled asan
acidgasdisposalw ellintheElm w ortharea.
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O nourM ontney/DoigN aturalG asR esourceP lay,w earecurrently utilizingm ulti-w ellpad drillingw hich
allow susto drillcontinuously through spring break-up and reduce ourperw ellcosts. O urrevised
capitalexpenditureprogram for2015 includesdrilling29 (29.0 net)M ontney/Doighorizontalnaturalgas
w ellsonatotalof9 m ulti-w ellpadsw ith2 to5 w ellsperpad.

W e currently have one drilling rig at w ork in the P ouce Coupe areadrilling M ontney/Doig horizontal
naturalgasw ellsonam ulti-w ellpad.

M O N T N EY/DO IG N A T U R A L GA S R ES O U R CEP L AY

O verour10 yearsoffocused m ulti-disciplinary effortson theM ontney/DoigN aturalG asR esourceP lay,
w e have learned agreat dealabout thiscom plex reservoirand how to optim ally drill,case,com plete
and produce horizontalw ellsutilizing recent horizontaldrilling and m ulti-stage fracture stim ulation
technology. W e have continued to im prove our resultsby reducing our costsand increasing our
production and reservesperw ell.W e continue to expand the M ontney/DoigN aturalG asR esourceP lay
bothgeographically andstratigraphically.

S pecificcom pletion enhancem entsthat w e have been em ploying overthe past 15 to 19 m onthshave
resulted in significant individualw ellperform ance im provem ents. Asaresult, our M ontney/Doig
naturalgasproduction isexceeding ourinternalexpectationsand the production forecast used by our
independent reservesevaluator. W e therefore expect areservesincrease on m any ofourexisting
producing w ellsand m aterialreservesadditionsto ourrelated future undeveloped drilling locationsat
year-end2015.

W e have achieved long-term reductionsin both ouroperating and capitalcostsasaresult ofthe hard
w ork ofourpeople,the im plem entation ofnew horizontaldrilling and com pletion technologiesand
m oreefficientprojectexecution. Inaddition,thecollapseinoilpriceshasled tocostreductionsinm ost
aspectsofourbusiness.

Based on ourrecent m ulti-w ellpad drilling, ourcoststo drill, case, com plete, equip and tie-in our
M ontney/Doighorizontalnaturalgasw ellshave decreased by approxim ately 22% to an average of$4.5
m illion perw ellfrom an average of$5.8 m illion perw ell.2 T he com bination ofthese decreased capital
costsand the im proved w ellperform ance that w e are now realizing,hashad apositive effect on our
capitalefficienciesandinternalratesofreturn.

ExplorationS uccessContinuesintheElm w orth A reaintheM ontney D4 IntervalontheM ontney/Doig
N aturalGasR esourceP lay

In the first quarter 2015, w e drilled our second successful horizontal exploration w ell on the
M ontney/Doig N aturalG asR esource P lay in ourElm w orth areain the M ontney D4 interval. T his100%
w orkinginterestw ellw asdrilled,com pleted and tested in the firstquarterof2015 and w asbroughton
production in June 2015. In the fourth quarterof2014,w e drilled ourfirst successfulM ontney/Doig
horizontalexploration w ellin ourElm w orth area. T he successofthese tw o M ontney D4 w ellsin the
Elm w orth areahasadded significant potentialfuture drilling locationsto Birchcliff’sinventory and is
expectedtoresultinfollow -updrillingby Birchcliffandsignificantfuturereservesadditions.

2 T heaveragecostof$4.5 m illionperw ellassum esthattherearenocostsassociatedw ithanextendedgatheringsystem .
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Aspartofourfuture grow th plansforourM ontney/DoigN aturalG asR esource P lay,w e are continuing
to prove up the play in the Elm w orth areaand w e intend to construct and operate the 100% ow ned
Elm w orthG asP lantasdiscussedabove.

L andandP otentialFutureDrillingL ocations

O urland activitiesinthefirsthalfof2015 ontheM ontney/DoigN aturalG asR esourceP lay included the
acquisition oftw o 100% sectionsin the heart ofourP ouce Coupe areaand eight 100% sectionsin the
Elm w orth area.Asat Decem ber31,2014,w e held 332.6 sectionsofland that have potentialforthe
M ontney/DoigN aturalG asR esource P lay. O fthese lands,305.1 (288.4 net)sectionshave potentialfor
the BasalDoig/U pperM ontney interval,316.1 (306.2 net)sectionshave potentialforthe M ontney D1
intervaland288.6 (281.7 net)sectionshavepotentialforthenew M ontney D4 interval. AsatDecem ber
31,2014,Birchcliff’stotallandholdingsonthesethreeintervalsw ere909.9 (876.3 net)sections.

O n fulldevelopm ent offour horizontalw ellsper section per drilling interval, w e have 3,505.2 net
existing horizontalw ellsand potentialnet future horizontaldrilling locationsin respect ofthese three
com m ercialintervalsasatDecem ber31,2014. W ith 159 (158.9 net)horizontallocationsdrilled atthe
end of2014,there rem ains3,346.3 potentialnetfuture horizontaldrillinglocationsasatDecem ber31,
2014,up from 2,254.4 netat year-end 2013. T hisdoesnot include any potentialnet future horizontal
drilling locationsforthe otherthree prospective M ontney intervals,the M ontney C,the M ontney D2
andtheM ontney D3.

S ubstantialupside existsw ith respect to the 3,505.2 net existing horizontalw ellsand potentialnet
future horizontal drilling locations. T he reserves estim ation and econom ic evaluation effective
Decem ber31,2014 (the “2014 R eservesEvaluation”)prepared by ourindependent reservesevaluator
attributed proved reservesto 432.2 net existing w ellsand potentialnet future horizontaldrilling
locations(ofw hich 277.3 netw ellsare potentialfuture locations)and proved plusprobable reservesto
598.8 net existing w ellsand potentialnet future horizontaldrilling locations(ofw hich 443.9 net w ells
are potentialfuture locations). T he rem aining 2,906.4 potentialnet future horizontaldrilling locations
havenotyethadany reservesattributedtothem by ourindependentreservesevaluator.

CH A R L IEL A KEL IGHT O IL R ES O U R CEP L AY

W edrilled a100% w orkinginterestCharlieL akehorizontallightoilexplorationw ellintheP rogressarea
in the second quarterof2015 and it isexpected thatthisw ellw illbe brought on production in August
2015. T he w ellw asdrilled,cased and com pleted utilizing recent advancem entsin m ulti-stage fracture
stim ulationtechnology. T hisisthesecond CharlieL akeexplorationsuccessw ehavehad intheP rogress
area.

In the fourth quarterof2014,w e drilled ourfirstsuccessfulhorizontalexploration w ellin ourP rogress
area. AsatDecem ber31,2014,Birchcliffheld 26.5 (25.75 net)sectionsofland in the P rogressareaon
the Charlie L ake L ight O ilR esource P lay. Yearto date, w e have added 1.5 (1.75 net) sectionsand
accordingly,Birchcliffnow holds28 (27.5 net)sectionsoflandonthisproject.

In the first quarterof2015, w e acquired anew 3-D seism ic program in the P rogressareato help
delineate our Charlie L ake L ight O ilR esource P lay exploration success. T he resultsofthisseism ic
program arevery encouragingand supportthatasignificantam ountofourlandshavepotentialforthis
excitingnew play.
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H A L FW AY L IGHT O IL R ES O U R CEP L AY

In the first quarterof2015,w e drilled 1 (0.5 net)Halfw ay horizontallightoilw ellin the P rogressarea.
T hisw ellw ascom pleted utilizing m ulti-stage fracture stim ulation technology and w asbrought on
productioninApril2015 atratesthatexceededouroriginalexpectations.

L A N D H O L DIN GS

AsatJune30,2015,ourundevelopedlandholdingsw ere422,301 gross(395,174 net)acres.

S H A R EH O L DER S U P P O R T

W e thank M r.S eym ourS chulich,ourlargest shareholder,forhisleadership,unw avering com m itm ent
and hisongoingsupport. Itisthiskind ofleadershipthatkeepsourstaffm otivated and focused on the
executionofourbusinessplan.

M r.S chulich holds40 m illion com m on sharesrepresenting26.3% ofthe currentissued and outstanding
com m onshares.

O U T L O O K

O urproduction isstrongerthan w e anticipated and ourcosts,both operatingand capitalexpenditures,
have been furtherreduced. W e expect to achieve record annualaverage production of39,000 to
40,000 boe perday for2015,revised upw ardsfrom ourpreviousguidance of38,000 to 40,000 boe per
day,representing arange of16% to 19% grow th above the annualaverage of33,734 boe perday in
2014.

Asaresult ofthe drilling ofthe 7 additionalw ellsunderourrevised 2015 capitalexpenditure program
and the im proved production perform ance from the w ellsthat w e have drilled in 2014 and 2015,our
2015 fourth quarteraverage production isexpected to be 41,000 to 42,000 boe perday,an increase of
approxim ately 2,000 boeperday from ouroriginalinternalexpectations.

O urexit production in 2015 isexpected to be 41,000 to 42,000 boe perday,setting usup forstrong
averageproductioninthefirstquarterof2016.

W e anticipate that asaresult ofthe strong production profilesfrom ourM ontney/Doig horizontal
naturalgasw ellsdrilled in 2014 and 2015 and the successofourrevised 2015 capitalexpenditure
program ,w ew illseeam aterialincreaseinourreservesatyearend.

W e continue to focuson im proving ourexecution,reducing ourcostsand increasing ourreservesall
leading to im proved capitalefficiency and internalratesofreturn. W e are utilizing m ulti-w ellpad
drillingon ourM ontney/DoigN aturalG asR esourceP lay to im prove drillingand com pletion efficiencies,
reducethecostperw elland m inim izeourenvironm entalfootprint. Duetothecom binationofindustry
conditions, cost reduction initiativesand m ore efficient project execution, w e have seen am aterial
reductioninourdrillingandcom pletioncosts. W ehavealsoreducedouralready low operatingcostson
aperboebasistorecordlow levels.

W ehaverecently im plem ented tw om eaningfuloperatingcostreductioninitiativesthatareexpected to
furtherreduce costsoverthe longterm atourP CS GasP lant. T he firstinitiative isthe conversion ofan
existing standing verticalw ellnearthe P CS G asP lant to aw aterdisposalw elland connecting it by
pipeline to the P CS G asP lant. T hiselim inatesthe related trucking costsand disposalfeesforany
produced disposable w ater. T he second initiative ispipeline connecting the condensate stream from
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theP CS G asP lantdirectly toP em bina’spipelinesystem ,w hichisexpectedtobeoperationalinthelatter
halfofAugust2015. T hispipelinew illelim inaterelated condensatetruckingfeesand securecontinuous
takeaw ay capacity forourproducedcondensatevolum es.

AsatAugust12,2015,w e have successfully drilled and cased 181 (180.9 net)M ontney/Doighorizontal
naturalgasw ells. W ebelievew ehaveupto3,324.3 potentialnetfuturehorizontaldrillinglocationson
the M ontney/DoigN aturalG asR esource P lay. AsatDecem ber31,2014,ourtotalland holdingson the
BasalDoig/U pperM ontney interval,the M ontney D1 intervaland the M ontney D4 intervalw ere 909.9
(876.3 net)sections. O n fulldevelopm ent offourhorizontalw ellspersection perinterval,w e have
3,505.2 net existing horizontalw ellsand potentialnet future horizontaldrilling locationsin respect of
thesethreecom m ercialintervalsasatDecem ber31,2014.

W e rem ain focused on ourstrategy – grow th by the drillbitin ourcore areaofthe P eace R iverArch of
Alberta. Asour production and capitalexpendituresprogram shave grow n over the years, the
ow nership and controlofourinfrastructure hasbecom e m ore im portant to Birchcliff. W e continue to
reduce ourcosts, controlourcapitalexpenditures,accurately forecast ourproduction and prudently
m anageourbusinessbecausew econtrolourow ninfrastructure. W econtinuetousethesam eservices,
in the sam e area,directed by the sam e experienced Birchcliffpersonnel,w hich providesconsistency,
repeatability andreliability inouroperations.

In conclusion,Birchcliffisin an enviable position. T he production from ourM ontney/Doig horizontal
naturalgasw ellsareoutperform ingourinternalestim ates. Asaresult,w ehadrecordquarterly average
productionduringthesecond quarterof2015 (R ecord P roduction). W ehad record low operatingcosts
perboe during the second quarterof2015 (R ecord L ow O perating Costsperboe). In addition to cost
reductions resulting from industry conditions, w e have also initiated technical and operational
advancem entsthathave resulted in significantcostreductions(CostR eductions). W ith the drillingof7
additionalw ellsunder our revised capitalexpenditure program , w e anticipate strong 2015 fourth
quarterand 2015 exit production,setting usup forstrong average production in the first quarterof
2016 (Increased P roduction,L essCapital). W ehavesignificantfinancialflexibility w ithour$800 m illion
syndicated revolving credit facility that now containsno financialcovenants(FinancialFlexibility). W e
have long-term shareholdersw ho continueto supportBirchcliffnotw ithstandingthe significantchanges
inourbusinessenvironm ent(S eym ourS chulich). W ehavearepeatablebusinessoperated by excellent
peoplew hohavetheirpersonalw ealthinvestedinBirchcliff(InvestedS taff).

T hankyou toallofourshareholdersforyoursupportandtoourstaffw hocontinuetogothatextram ile
forthebenefitofallofus.

W ithR espect,

(signed)“A.Jeffery Tonken”

A .Jeffery T onken,P residentandChiefExecutiveO fficer
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M anagem ent’sDiscussionandA nalysis

GEN ER A L

BirchcliffEnergy L td.(“Birchcliff” orthe “Corporation”)isaCalgary,Albertabased interm ediate oiland
naturalgascom pany w ithoperationsconcentrated initsonecorearea,theP eaceR iverArchofAlberta.
Additionalinform ationrelatingtotheCorporation,includingitsAnnualInform ationForm ,isavailableon
the S EDAR w ebsite at w w w .sedar.com and on the Corporation’sw ebsite at w w w .birchcliffenergy.com .
Birchcliff’scom m on sharesare listed fortrading on the T oronto S tockExchange (the “T S X”)underthe
sym bol“BIR ” andareincludedintheS & P /T S X Com positeIndex.

T he follow ing M anagem ent’sDiscussion and Analysis(“M D&A”) isdated August 12, 2015. T he
unaudited interim condensed financialstatem entsw ith respectto thethreeand six m onthsended June
30,2015 (the “R eportingP eriods”)ascom pared to the three and six m onthsended June 30,2014 (the
“Com parableP riorP eriods”)and thisM D& A have been prepared by m anagem entand approved by the
Corporation’sAuditCom m ittee and Board ofDirectors. T hisM D& A should be read in conjunction w ith
the interim condensed financialstatem entsofthe Corporation and related notesforthe R eporting
P eriodsand the 2014 AnnualR eport. Alldollaram ountsare expressed in Canadian currency,unless
otherw isestated.

BirchcliffusesN on-G AAP m easuresincluding “fundsflow ”,“fundsflow from operations”,“fundsflow
per com m on share”, “netback”, “operating netback”, “estim ated operating netback”, “operating
m argin” and “totaldebt” w hich do not have standardized m eaningsprescribed by generally accepted
accountingprinciples(“GAA P ”)and thereforem ay notbecom parableto sim ilarm easurespresented by
othercom paniesw here sim ilarterm inology isused.Forfurtherinform ation,see “N on-G AAP M easures”
inthisM D& A.

T hisM D& A m ay contain forw ard-looking inform ation w ithin the m eaning of applicable Canadian
securitieslaw s. Forfurtherinform ation,see“Advisories” inthisM D& A.

Allbarrelofoilequivalent (“boe”)am ountshave been calculated by using the conversion ratio ofsix
thousand cubic feet (6 M cf) ofnaturalgasto one barrelofoil(1 bbl). Forfurtherinform ation, see
“Advisories” inthisM D& A.

2015O U T L O O K

In the current environm ent,the Corporation’splanned capitalexpenditure program for2015 can now
be achieved forapproxim ately $220 m illion to $225 m illion asaresultofsignificant cost savings,m ore
efficient execution and the deferraluntil2016 ofapproxim ately $17 m illion ofcapitalassociated w ith
the P hase V expansion ofthe Corporation’s100% ow ned naturalgasplant located in the P ouce Coupe
S outh area(the “P CS GasP lant”),asdisclosed in the Corporation’spressrelease ofAugust 12,2015.
Accordingly, the Corporation hasm ade the decision to drillan additional7 (7.0 net) M ontney/Doig
horizontalnaturalgasw ellsduring2015. Birchcliff’sforecastoftotalcapitalexpendituresduring2015 is
now approxim ately $250 m illion,areduction of$16.7 m illion from the $266.7 m illion capitalbudget it
previously announced on February 11,2015. T hese additionalw ellsw illbe drilled in the P ouce Coupe
areaand it isanticipated that 5 ofthese w ellsw illbe brought on production by yearend and the
rem aining2 w ellsw illbe broughton production duringthe firstquarterof2016. T he Corporation now
expectsthatatotalof32 (31.5 net)w ellsw illbedrilledin2015.

Birchcliffexpectstoachieverecordannualaverageproductionof39,000 to40,000 boeperday for2015,
revised upw ardsfrom itspreviousguidance of38,000 to 40,000 boe perday,representing arange of
16% to19% grow thabovetheannualaverageof33,734 boeperday in2014.
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Asaresult ofthe drilling ofthe 7 additionalw ellsunderitsrevised 2015 capitalexpenditure program
and the im proved production perform ance from the w ellsthat it hasdrilled in 2014 and 2015, the
Corporation’s2015 fourth quarteraverage production isexpected to be 41,000 to 42,000 boe perday,
anincreaseofapproxim ately 2,000 boeperday from itsoriginalinternalexpectations.

Birchcliff’sexit production in 2015 isexpected to be 41,000 to 42,000 boe perday,setting it up for
strongaverageproductioninthefirstquarterof2016.

T he m ajority of the w ellsdrilled in 2014 and 2015 are outperform ing the Corporation’sinternal
production estim ates,w hich Birchcliffexpectsw illresult in am aterialincrease in itsreservesat year
end.

T heCorporationdoesnotforeseeany liquidity issuesw ithrespectto theoperationofitsoiland natural
gasbusinessin 2015 and expectsto m eetitsfuture obligationsasthey becom e due.T he Corporation’s
tw o established resource playsprovide it w ith along-term and operationally reliable production base.
Fundsflow from thisproduction w hich isprim arily dependenton com m odity prices,affectsthe pace at
w hichtheCorporationinvestsinitsresourceplaysandtherateatw hichitsproductionw illgrow .

FU N DS FL O W FR O M O P ER A T IO N S

T hreem onthsended
June30,

S ix m onthsended
June30,

($000s) 2015 2014 2015 2014

Fundsflow from operations 45,752 75,382 82,472 163,751

P ercom m onshare– basic($) 0.30 0.52 0.54 1.13

P ercom m onshare– diluted($) 0.30 0.49 0.53 1.09

Fundsflow in the three and six m onth R eportingP eriodsdecreased by 39% and 50% ,respectively,from
the Com parable P riorP eriods. L ow erfundsflow in the three and six m onth R eporting P eriodsw as
largely attributable to a43% and 48% decrease,respectively,in the average realized oiland naturalgas
w ellhead price ascom pared to the Com parable P eriod P eriods,partially offsetby an increase in natural
gasproduction and low er royalty costs. Fundsflow w asalso negatively im pacted by increased
aggregate operating and transportation costsresulting from higheraverage daily production in the
R eportingP eriods.

N ET IN CO M E(L O S S )T O CO M M O N S H A R EH O L DER S

T hreem onthsended
June30,

S ix m onthsended
June30,

($000s) 2015 2014 2015 2014

N etincom e(loss) (4,174) 28,087 (7,653) 67,586

N etincom e(loss)tocom m onshareholders
(1)

(5,174) 27,087 (9,653) 65,586

P ercom m onshare– basic($) (0.03) 0.19 (0.06) 0.45

P ercom m onshare– diluted($) (0.03) 0.18 (0.06) 0.44

(1) N et incom e (loss)to com m on shareholdersiscalculated by adjusting net incom e (loss)by dividendspaid on S eriesA P referred S hares
duringtheperiod.

Birchcliffrecorded anet lossto com m on shareholdersof$5.2 m illion forthe three m onth R eporting
P eriod and $9.7 m illionforthesix m onthR eportingP eriod com pared tonetincom eof$27.1 m illionand
$65.6 m illion forthe Com parable P riorP eriods. T he decrease in net incom e to com m on shareholders
from the Com parable P riorP eriodsw aslargely due to low erfundsflow from operationsand higher
depletion costsresulting from increased production. Also included in the net lossto com m on
shareholdersforthe R eporting P eriodsisadeferred incom e tax expense of$7.8 m illion resulting from
anincreaseintheAlbertacorporateincom etax ratefrom 10% to12% .
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P CS GA S P L A N T N ET BA CKS

T he follow ing table detailsBirchcliff’snet production and estim ated operating netback for w ells
producingtotheP CS GasP lantonaproductionm onthbasis:

P roductionP rocessedthrough theP CS G asP lant

S ix m onthsended
June30,2015

S ix m onthsended
June30,2014

Averagedaily production,nettoBirchcliff:

N aturalgas(M cf) 157,462 122,277

O il& N G L s(bbls) 1,249 982

T otalboe(6:1) 27,494 21,361
S alesliquidsyield(bbls/M M cf) 7.9 8.0

% ofcorporatenaturalgasproduction 80% 78%

% ofcorporateproduction 72% 68%

AECO – C daily ($/M cf) $2.70 $5.20

N etbackandcost: $/M cfe $/boe $/M cfe $/boe

P etroleum and naturalgasrevenue 3.20 19.21 5.93 35.60

R oyalty expense (0.12) (0.74) (0.40) (2.38)

O peratingexpense
(1) (0.35) (2.11) (0.41) (2.45)

T ransportationandm arketingexpense (0.32) (1.92) (0.29) (1.82)

Estim atedoperatingnetback 2.41 14.44 4.83 28.95

O peratingm argin 75% 75% 81% 81%

(1) R epresentsplantand field operatingcosts.

M A JO R T R A N S A CT IO N S A FFECT IN G FIN A N CIA L R ES U L T S

O n M ay 11,2015,the aggregate lim it ofBirchcliff’scredit facilitiesw asincreased to $800 m illion from
$750 m illion prim arily asaresult of the m aterialincrease in the Corporation’sproved developed
producingreservesatDecem ber31,2014.

In addition to the increase in the credit facilitieslim it, Birchcliff’sbank syndicate also approved the
consolidation ofthe Corporation’s$750 m illion credit facilitiescom prised ofa$620 m illion revolving
term credit facility, a$70 m illion non-revolving five-yearterm credit facility and a$60 m illion non-
revolving five-yearterm credit facility into asingle $800 m illion three-yearterm extendible revolving
creditfacility w ith am aturity date ofM ay 11,2018. Concurrently,the financialcovenantscontained in
the credit facilitiesw hich previously required the Corporation to ensure that on the last day ofeach
quarterthe ratio ofEBIT DA to interest expense,determ ined on ahistoricalrolling fourquarterbasis
equaled orexceeded 3.5:1.0,and the ratio ofdebt to EBIT DA,determ ined on ahistoricalrolling four
quarterbasisdid not exceed 4.0:1.0, w ere rem oved. T he $800 m illion revolving term credit facility
containsnofinancialcovenants.

T he $800 m illion extendible borrow ing base revolving term credit facility iscom prised ofan extendible
revolving syndicated term credit facility of$760 m illion and an extendible revolving w orking capital
facility of$40 m illion. Birchcliffm ay each year,atitsoption,requestan extension to the m aturity date
ofthe syndicated credit facility and the w orking capitalfacility, oreitherofthem , foran additional
periodofuptothreeyearsfrom M ay 11 oftheyearinw hichtheextensionrequestism ade.

T he increase and consolidation ofthe credit facilitiesalong w ith the rem ovalofthe foregoing financial
covenantsprovideBirchcliffw ithincreasedfinancialflexibility.
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DIS CU S S IO N O FO P ER A T IO N S

P etroleum andN aturalGasR evenues

T he follow ing table detailsBirchcliff’spetroleum and naturalgas(“P &N G”)revenues,production and
percentageofproductionandsalespriceby category:

T hreem onthsended T hreem onthsended

June30,2015 June30,2014

T otal
R evenue

($000s)

Average
Daily

P roduction (% )
Average
($/unit)

T otal
R evenue

(1)

($000s)

Average
Daily

P roduction (% )
Average

(1)

($/unit)

L ightoil(bbls) 22,072 3,736 10 64.93 37,510 3,936 13 104.72

N aturalgas(M cf) 51,797 198,714 86 2.86 67,978 155,373 83 4.81

N aturalgasliquids(bbls) 8,857 1,634 4 59.57 11,777 1,346 4 96.13

T otalP & N G sales(boe) 82,726 38,489 100 23.62 117,265 31,178 100 41.33

R oyalty revenue 65 0.02 43 0.02

P &N G revenues 82,791 23.64 117,308 41.35

S ix m onthsended S ix m onthsended

June30,2015 June30,2014

T otal
R evenue

($000s)

Average
Daily

P roduction (% )
Average
($/unit)

T otal
R evenue

(1)

($000s)

Average
Daily

P roduction (% )
Average

(1)

($/unit)

L ightoil(bbls) 39,304 3,876 10 56.03 72,337 3,957 13 101.01

N aturalgas(M cf) 104,282 197,332 86 2.92 154,983 156,906 83 5.46

N aturalgasliquids(bbls) 16,145 1,688 4 52.84 23,468 1,354 4 95.74

T otalP & N G sales(boe) 159,731 38,453 100 22.95 250,788 31,462 100 44.04

R oyalty revenue 86 0.01 78 0.01

P &N G revenues 159,817 22.96 250,866 44.05

(1) Excludestheeffectofhedgesusingfinancialinstrum ents.

Production

P roductionaveraged 38,489 boeperday inthethreem onthR eportingP eriod and 38,453 boeperday in
the six m onth R eporting P eriod, a23% and 22% increase, respectively, from the Com parable P rior
P eriods. T hese increasesw ere largely due to increm entalproduction added from new M ontney/Doig
horizontalnaturalgasw ellsthat w ere tied into the P CS G asP lant,partially offset by num erousservice
curtailm entson T ransCanada’sN G T L AlbertaP ipeline S ystem and naturalproduction declines. T he P CS
G asP lantprocessed approxim ately 80% ofBirchcliff’stotalcorporatenaturalgasproductionand 72% of
totalcorporateproductioninthefirsthalfof2015.

P roduction consisted ofapproxim ately 86% naturalgasand 14% crude oiland naturalgasliquidsin the
second quarterof2015 ascom pared to 83% naturalgasand 17% crudeoiland naturalgasliquidsinthe
secondquarterof2014.

Com m odity prices

Birchcliffsellsitslight crude oilon aspot basisand itsnaturalgasproduction forpricesbased on the
AECO naturalgasspot price. T he average realized price the Corporation receivesforitslight crude oil
and naturalgasproductiondependson anum beroffactorsincludingthe average benchm arkpricesfor
crude oiland naturalgas,the U S to Canadian dollarexchange rate,transportation and product quality
differentials.
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T hefollow ingtablesetsouttheaveragebenchm arkpricesandBirchcliff’saveragesalesprice:

T hreem onthsended
June30,

S ix m onthsended
June30,

2015 2014 2015 2014

Averagebenchm ark prices:

L ightoil– W T ICushing($U S D/bbl) 57.94 102.99 53.29 100.84

L ightoil– Edm ontonP ar($/bbl) 70.06 104.51 59.90 102.12

N aturalgas– AECO – C daily ($/M M btu)
(1) 2.65 4.69 2.70 5.20

Exchangerate– (U S D$/CDN $) 1.23 1.08 1.25 1.10

Birchcliff’saveragerealizedsalesprice
(2)

:

L ightoil($/bbl) 64.93 104.72 56.03 101.01

N aturalgas($/M cf) 2.86 4.81 2.92 5.46

N G L s($/bbl) 59.57 96.13 52.84 95.74

Barrelsofoilequivalent($/boe)(6:1) 23.62 41.33 22.95 44.04

(1) $1.00/M M btu = $1.00/M cfbasedonastandardheatvalueM cf.

(2) Excludestheeffectofhedgesusingfinancialinstrum ents.

T he average benchm arkpricesforcrude oilare im pacted by globaland regionaleventsthatdictate the
levelofsupply and dem and forthese com m odities. T he principle benchm ark trading exchangesthat
Birchcliffcom paresitsoilprice to are the W T Ispot price and the Canadian Edm onton P arspot price.
T hedifferentialbetw eenW T IU S D and CanadianEdm ontonP arspotpricecanw idenduetoanum berof
factorsincluding,butnotlim itedto,dow ntim einN orthAm ericanrefineries,risingdom esticproduction,
high inventory levelsin N orth Am ericaand lackofpipeline infrastructure connecting key consum ing oil
m arkets.

N aturalgaspricesarem ainly drivenby N orth Am erican supply and dem and fundam entalsw hichcan be
im pacted by a num ber of factors including w eather-related conditions, changing dem ographics,
econom icgrow th,naturalgasstoragelevels,pipelinetakeaw ay capacity,costofcom petingfuels,drilling
andcom pletionratesandefficienciesinextractingnaturalgasfrom N orthAm ericannaturalgasbasins.

Inlate2014,theW T IoilspotpriceandAECO naturalgasspotpricew eresignificantly reducedduetothe
supply/dem and im balanceinN orthAm ericaw hichim pacted reported revenuesinthefirsthalfof2015.
T he AECO naturalgasspot price averaged $2.65 perM cfforthe three m onth R eporting P eriod and
averaged$2.70 perM cfforthesix m onthR eportingP eriod,a43% and 48% decrease,respectively,from
the Com parableP riorP eriods.T heW T Ioilprice inthe three and six m onthR eportingP eriodsw ere44%
and47% low er,respectively,thantheCom parableP riorP eriods.

Birchcliff’srealized naturalgassalesprice atthe w ellhead averaged $2.86 perM cfforthe three m onth
R eportingP eriod,an 8% prem ium from the posted benchm arkpricesforthe period. Birchcliffreceives
prem ium pricing foritsnaturalgasproduction due to itshigh heatcontent. T he follow ing table details
Birchcliff’saverage realized salesprice, heat content prem ium and otherprice differentialsfrom its
naturalgasproductionduringthethreem onthR eportingP eriod:

T hreem onthsended
June30,2015

T hreem onthsended
June30,2014

AECO – C daily ($/M M btu)
(1) 2.65 4.69

H eatcontentprem ium 0.21 0.48

P ricedifferentialbetw eenphysicalsalescontractsandAECO – C daily - (0.36)

Averagerealizednaturalgassalesprice($/M cf) 2.86 4.81

(1) $1.00/M M btu = $1.00/M cfbasedonastandardheatvalueM cf.
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R isk M anagem entContracts

Birchcliffhad no risk m anagem ent contractsin place asat August 12, 2015 orduring the R eporting
P eriods.During the Com parable P riorP eriods,the Corporation did have certain com m odity price risk
m anagem entcontractsinplacew hichexpiredonDecem ber31,2014.T heCorporationactively m onitors
the m arket to determ ine w hether any additionalcom m odity price risk m anagem ent contractsare
w arranted.

R oyalties

T hefollow ingtabledetailstheCorporation’sroyalty expense:

T hreem onthsended
June30,

S ix m onthsended
June30,

2015 2014 2015 2014

O il& naturalgasroyalties($000s)
(1)

2,138 9,507 5,024 22,158
O il& naturalgasroyalties($/boe) 0.61 3.35 0.72 3.89
Effectiveroyalty rate(% )

(2)
3% 8% 3% 9%

(1) R oyaltiesarepaid prim arily totheAlbertaG overnm ent.

(2) T heeffectiveroyalty rateiscalculatedby dividingtheaggregateroyaltiesintopetroleum andnaturalgassalesfortheperiod.

T he decrease in the effective royalty ratesfrom the Com parable P rior P eriodsw asm ainly due to
significantly low eraverageoiland naturalgasw ellhead pricesreceived forBirchcliff’sproductionduring
theR eportingP eriodsandtheeffecttheselow erpriceshaveontheslidingscaleroyalty calculation.

O peratingCosts

T hefollow ingtableprovidesabreakdow nofoperatingcosts:

T hreem onthsended
June30,

S ix m onthsended
June30,

2015 2014 2015 2014

($000s) ($/boe) ($000s) ($/boe) ($000s) ($/boe) ($000s) ($/boe)

Fieldoperatingcosts 16,110 4.60 15,246 5.37 33,760 4.85 30,431 5.34
R ecoveries (322) (0.09) (346) (0.12) (664) (0.09) (624) (0.11)

Fieldoperatingcosts,net 15,788 4.51 14,900 5.25 33,096 4.76 29,807 5.23
Expensedw orkoversandother 67 0.02 - - 428 0.06 (8) -

O peratingcosts 15,855 4.53 14,900 5.25 33,524 4.82 29,799 5.23

Birchcliffcontinuesto focuson controlling the infrastructure it usesto produce itsoiland naturalgas
andonreducingoperatingcostsonaperboebasis.

Corporate operating costsperboe decreased 14% and 8% from the three and six m onth Com parable
P rior P eriods, respectively, largely due to the continued cost benefitsachieved from processing
increm entalvolum esofnaturalgasthrough the P CS G asP lant and the continued im plem entation of
variousoptim izationinitiatives.O naproductionm onthbasis,operatingcostsaveraged $2.11 perboeat
the P CS G asP lant during the first halfof2015,w here Birchcliffprocessed 80% ofitstotalcorporate
naturalgasproduction.

T ransportationandM arketingExpenses

T ransportationandm arketingexpensesw ere$8.6 m illion($2.46 perboe)forthethreem onthR eporting
P eriod and $17.5 m illion($2.52 perboe)forthesix m onthR eportingP eriod ascom pared to$7.0 m illion
($2.47 perboe)and $14.1 m illion ($2.47 perboe)forthe Com parable P riorP eriods. T he increased
aggregatecostsareprim arily duetohighertransportationexpensesresultingfrom increased production
intheR eportingP eriodsascom paredtotheCom parableP riorP eriods.
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O peratingN etbacks

T he follow ing table detailsBirchcliff’snet production and operating netback for the M ontney/Doig
N aturalG asR esourceP lay,theW orsley CharlieL akeL ightO ilR esourceP lay andonacorporatebasis:

T hreem onthsended
June30,

S ix m onthsended
June30,

2015 2014 2015 2014

M ontney/DoigN aturalGasR esourceP lay
(1)

Averagedaily production,net:

N aturalgas(M cf) 184,516 140,929 181,991 142,637

O il& N G L s(bbls) 1,838 1,407 1,930 1,335

T otalboe(6:1) 32,591 24,895 32,261 25,107

% ofcorporateproduction
(2) 85% 80% 84% 80%

N etbackandcost($/boe):

P etroleum and naturalgasrevenue 19.77 32.80 19.77 36.17

R oyalty expense (0.38) (1.40) (0.38) (2.23)

O peratingexpense,netofrecoveries (3.18) (3.65) (3.51) (3.72)

T ransportationandm arketingexpense (1.94) (1.84) (1.98) (1.83)

O peratingnetback 14.27 25.91 13.90 28.39

W orsley CharlieL akeL ightO ilR esourceP lay
(1)

Averagedaily production,net:

N aturalgas(M cf) 7,976 9,869 8,779 9,438

O il& N G L s(bbls) 2,623 3,383 2,831 3,464

T otalboe(6:1) 3,952 5,029 4,294 5,037

% ofcorporateproduction
(2) 10% 16% 11% 16%

N etbackandcost($/boe):

P etroleum and naturalgasrevenue 48.00 79.34 41.84 79.42

R oyalty expense (1.88) (12.07) (2.49) (11.06)

O peratingexpense,netofrecoveries (10.57) (9.52) (10.50) (9.82)

T ransportationandm arketingexpense (5.97) (5.46) (6.16) (5.66)

O peratingnetback 29.58 52.29 22.69 52.88

T otalCorporate

Averagedaily production,net:

N aturalgas(M cf) 198,714 155,373 197,332 156,906

O il& N G L s(bbls) 5,370 5,282 5,564 5,311

T otalboe(6:1) 38,489 31,178 38,453 31,462

N etbackandcost($/boe)

P etroleum and naturalgasrevenue 23.64 41.35 22.96 44.05

R oyalty expense (0.61) (3.35) (0.72) (3.89)

O peratingexpense,netofrecoveries (4.53) (5.25) (4.82) (5.23)

T ransportationandm arketingexpense (2.46) (2.47) (2.52) (2.47)

O peratingnetback 16.04 30.28 14.90 32.46

(1) M ostresource playsproduce both oiland naturalgas;how ever,aresource play iscategorized aseitheranaturalgasresource play oran
oilresourceplay baseduponthepredom inateproductionorplay typeinthatarea.

(2) P roduction from Birchcliff’sotherconventionaloiland naturalgaspropertiesw ere not individually significant during the R eporting
P eriodsandCom parableP riorP eriods.
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M ontney/Doig N aturalG asR esourcePlay

Birchcliff’sproductionfrom theM ontney/DoigN aturalG asR esourceP lay w as32,591 boeperday inthe
three m onth R eporting P eriod and 32,261 boe perday in the six m onth R eporting P eriod,a31% and
28% increase from the Com parable P riorP eriods. T hisincrease w aslargely due to higherincrem ental
production ofnaturalgasand liquidsfrom new M ontney/Doig horizontalnaturalgasw ellsthat w ere
tiedintotheP CS G asP lant.

Birchcliff’srecoveriesofliquidsfrom itsM ontney/Doignaturalgasproduction w ere 10.0 bblsperM M cf
in the threem onth R eportingP eriod and 10.6 bblsperM M cfin the six m onth R eportingP eriod. O fthe
10 bblsperM M cfofliquidsproduced in the three m onth R eporting P eriod,approxim ately 9.7 bblsper
M M cf(97% )isoiland condensate(C5+). Any naturalgasliquidsnotrecovered from theraw naturalgas
stream increasestheheatingvalueofBirchcliff’ssalesgasandtheresultingrealizedsalesprice.

Birchcliff’soperating netback from the M ontney/Doig N aturalG asR esource P lay w as$14.27 perboe
($2.38 perM cfe)in the three m onth R eporting P eriod and $13.90 perboe ($2.32 perM cfe)in the six
m onthR eportingP eriod,a45% and51% decrease,respectively,from theCom parableP riorP eriods.T his
decrease w aslargely due to low er realized pricesreceived for Birchcliff’snaturalgasand liquids
productionintheR eportingP eriodsascom paredtotheCom parableP riorP eriods.

W orsley CharlieLakeLightO ilR esourcePlay

Birchcliff’sproduction from the W orsley Charlie L ake L ight O ilR esource P lay w as3,952 boe perday in
the three m onth R eportingP eriod and 4,294 boe perday in the six m onth R eportingP eriod,a21% and
15% decrease,respectively,from the Com parable P riorP eriods. T he decrease in production from the
Com parableP riorP eriodsw aslargely duetonaturalproductiondeclines.

O perating netback from the W orsley Charlie L ake L ight O ilR esource P lay w as$29.58 perboe in the
three m onth R eporting P eriod and $22.69 perboe in the six m onth R eporting P eriod,a43% and 57%
decrease,respectively,from the Com parable P riorP eriods. T he decrease from the Com parable P rior
P eriodsw aslargely duetolow errealizedoilpricesreceivedintheR eportingP eriods.
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A dm inistrativeExpenses

T hecom ponentsofnetadm inistrativeexpensesaredetailedinthetablebelow :

T hreem onthsended
June30,

S ix m onthsended
June30,

2015 2014 2015 2014

($000s) (% ) ($000s) (% ) ($000s) (% ) ($000s) (% )

Cash:
S alariesandbenefits

(1)
4,827 58 4,295 54 10,152 60 8,937 56

O ther
(2)

3,450 42 3,640 46 6,898 40 6,910 44

8,277 100 7,935 100 17,050 100 15,847 100
O peratingoverheadrecoveries (71) (1) (70) (1) (133) (1) (131) (1)
Capitalizedoverhead

(3)
(2,942) (35) (2,454) (31) (5,780) (34) (4,900) (31)

G eneral& adm inistrative,net 5,264 64 5,411 68 11,137 65 10,816 68

G eneral& adm inistrative,netperboe $1.50 $1.91 $1.60 $1.90

N on-cash:
S tock-basedcom pensation 2,051 100 3,837 100 4,051 100 6,000 100
Capitalizedstock-basedcom pensation

(3)
(1,181) (58) (1,696) (44) (2,424) (60) (2,900) (48)

S tock-basedcom pensation,net 870 42 2,141 56 1,627 40 3,100 52

S tock-basedcom pensation,netperboe $0.25 $0.75 $0.23 $0.54

Adm inistrativeexpenses,net 6,134 7,552 12,764 13,916

Adm inistrativeexpenses,netperboe $1.75 $2.66 $1.83 $2.44

(1) Includessalariesandbenefitspaidtoallofficersandem ployeesoftheCorporation.

(2) Includescostssuchasrent,legal,tax,insurance,m inorcom puterhardw areandsoftw areand othergeneralbusinessexpensesincurred by
theCorporation.

(3) Includesaportion ofsalaries,benefitsand stock-based com pensation directly attributable to the exploration and developm entactivities
oftheCorporationw hichhavebeencapitalized.

A sum m ary oftheCorporation’soutstandingstockoptionsispresentedbelow :

T hreem onthsended
June30,2015

S ix m onthsended
June30,2015

N um ber
Exercise

price($)
(1) N um ber

Exercise
price($)

(1)

O utstandingatbeginningofperiod 12,884,505 7.92 11,147,672 8.45

G ranted 186,000 7.49 3,257,500 6.63

Exercised (10,000) (5.96) (79,333) (6.32)

Forfeited (112,867) (9.35) (296,801) (8.53)

Expired - - (1,081,400) (9.65)

O utstanding,June30,2015 12,947,638 7.90 12,947,638 7.90

(1) Determ inedonaw eightedaveragebasis.

At June 30,2015,there w ere 2,939,732 perform ance w arrantsoutstanding w ith an exercise price of
$3.00 w hichexpireonJanuary 31,2020. Eachstockoptionand perform ancew arrantentitlestheholder
topurchaseonecom m onshareattheexerciseprice.

DepletionandDepreciationExpenses

Depletion and depreciation (“D&D”)expensesw ere $37.6 m illion ($10.75 perboe)forthe three m onth
R eportingP eriod and $76.5 m illion ($10.99 perboe)forthe six m onth R eportingP eriod ascom pared to
$32.8 m illion ($11.56 perboe)and $64.8 m illion ($11.37 perboe)forthe Com parable P riorP eriods.
D& D expensesw ere higheron an aggregate basism ainly due to a23% and 22% increase in production
from thethreeandsixm onthCom parableP riorP eriods,respectively.
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D& D isafunctionoftheestim atedprovedplusprobablereserveadditions,thefindingand developm ent
costsattributable to those reserves, the associated future developm ent capitalrequired to recover
those reservesand production in the period.T he Corporation determ inesitsD& D expenseson an area
basis.

Assetim pairm entassessm ent

T he Corporation review sitspetroleum and naturalgasassetsfor im pairm ent in accordance w ith
International Accounting S tandards (“IA S ”) 36 under International Financial R eporting S tandards
(“IFR S ”). Birchcliff’sassetsare grouped into cash generating units(“CGU s”) for the purpose of
determ ining im pairm ent. A CG U representsthe sm allest group ofassetsthat generatescash inflow s
from continuingusethatarelargely independentofthecashinflow sofotherassetsorgroupsofassets.
Indeterm iningtheCorporation’sCG U s,theCorporationtookintoconsiderationallavailableinform ation
including, but not lim ited to, the geographical proxim ity, geological sim ilarities (i.e. reservoir
characteristic,productionprofiles),degreeofshared infrastructure,independentversusinterdependent
cash flow s, operating structure, regulatory environm ent, m anagem ent decision-m aking and overall
businessstrategy.

T heCorporation’sCG U sarereview ed ateachreportingdateforbothinternaland externalindicatorsof
potentialim pairm ent. P otentialCG U im pairm ent indicatorsinclude,but are not lim ited to:changesto
Birchcliff’s business plan; deterioration in com m odity prices; negative changes in technological,
econom ic,legal,capitaloroperatingenvironm ent;adverse changesto the physicalcondition ofaCG U ;
currentexpectationsthatam aterialCG U (orasignificantcom ponentthereof)ism ore likely than notto
be sold orotherw ise disposed ofbefore the end ofitspreviously estim ated usefullife;non-com pliance
w ith the Corporation’s credit facility agreem ent; deterioration in the financial and operational
perform ance ofaCG U ;net assetsexceeding m arket capitalization;and significant dow nw ard revisions
ofestim ated recoverable proved plusprobable reservesofaCG U . Ifim pairm ent indicatorsexist,an
im pairm enttestisperform edby com paringaCG U ’scarryingvaluetoitsrecoverableam ount.

Birchcliffperform ed an im pairm ent assessm entofitspetroleum and naturalgasassetson aCG U basis
and determ ined there w ere no im pairm enttriggersidentified atthe end oftheR eportingP eriods. Asa
result,anim pairm enttestw asnotrequiredatJune30,2015.

FinanceExpenses

T hecom ponentsoftheCorporation’sfinanceexpensesareshow ninthetablebelow :

T hreem onthsendedJune30, S ix m onthsendedJune30,

2015 2014 2015 2014

($000s) ($/boe) ($000s) ($/boe) ($000s) ($/boe) ($000s) ($/boe)

Cash:
Interestoncreditfacilities 5,165 1.48 4,818 1.70 10,124 1.45 9,670 1.70

N on-cash:
Accretionondecom m issioning
obligations

530 0.15 629 0.22 1,088 0.16 1,233 0.22

Am ortizationofdeferred
financingfees

230 0.07 233 0.08 450 0.06 491 0.09

Financeexpenses 5,925 1.70 5,680 2.00 11,662 1.67 11,394 2.01

T he aggregate interestexpense isim pacted by pricingm arginsestablished underBirchcliff’sbankcredit
agreem entsw hich are used to determ ine Birchcliff’saverage effective interest rate and the average
balanceoutstandingunderitsbankcreditfacilitiesduringtheperiod.

21 | 2015 S ECO N D Q U AR T ER R EP O R T



T heeffectiveinterestrateapplicableto thew orkingcapitalfacility w as4.1% attheend oftheR eporting
P eriod ascom pared to 4.5% at the end ofthe Com parable P riorP eriod. T he effective interest rate
applicable to the bankers’acceptancesissued underthe revolvingsyndicated creditfacility w as3.5% in
the three m onth R eporting P eriod and 3.7% in the six m onth R eporting P eriod ascom pared to 4.1% in
the Com parable P riorP eriods. T he effective interestrate applicable to the bankers’acceptancesissued
underthe non-revolving term credit facilitiesw as3.8% and 4.0% ,respectively,in the three m onth and
six m onthR eportingP eriodsascom paredto4.7% inCom parableP riorP eriods.

Birchcliff’saverage outstanding totalcredit facilitiesbalance w asapproxim ately $533 m illion and $573
m illion in the three and six m onth R eporting P eriods,respectively,ascom pared to $452 m illion and
$449 m illion in the Com parable P rior P eriods, calculated asthe sim ple average ofthe m onth end
am ounts.

GainonS aleofAssets

During the six m onth R eporting P eriod,Birchcliffcom pleted transactionsw hereby it disposed ofm inor
assetsin the G old Creekand S turgeon L ake areasofAlbertain exchange forcash. Asaresult ofthese
dispositions,Birchcliffrecorded again on sale ofassetsofapproxim ately $0.7 m illion ($0.5 m illion,net
oftax)or$0.09 perboeinthesixm onthR eportingP eriod.

T he sale ofassetsin the G old Creek and S turgeon L ake areasare not significant to the Corporation’s
financialresultsandoperationalperform anceand,assuch,areconsideredm inorassetstoBirchcliff.

Incom eT axes

T hecom ponentsofincom etaxexpenseareshow ninthetablebelow :

T hreem onthsended
June30,

S ix m onthsended
June30,

($000s) 2015 2014 2015 2014

Deferredincom etax expense 9,023 9,834 7,873 23,128

Dividendtax expenseonpreferredshares 750 750 1,500 1,500

Incom etax expense 9,773 10,584 9,373 24,628

Incom etax expenseperboe $2.78 $3.74 $1.35 $4.33

T he Corporation recorded an incom e tax expense of$9.8 m illion ($2.78 perboe)forthe three m onth
R eportingP eriod and anincom etax expenseof$9.4 m illion($1.35 perboe)forthesix m onthR eporting
P eriod ascom pared to an incom e tax expense of$10.6 m illion ($3.74 perboe)and $24.6 m illion ($4.33
perboe)forthe Com parable P riorP eriods.T he decrease in incom e tax expense from the Com parable
P riorP eriodsw aslargely due to low errecorded netincom e before taxesin the R eportingP eriods. Also
included in the R eporting P eriodsisadeferred incom e tax expense of$7.8 m illion resulting from an
increaseintheAlbertacorporateincom etaxratefrom 10% to12% .
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T heCorporation’sestim ated incom etax poolsw ere$1.5 billionatJune30,2015. M anagem entexpects
thatfuturetaxableincom ew illbeavailabletoutilizetheaccum ulatedtax pools. T hecom ponentsofthe
Corporation’sestim atedincom etax poolsareshow ninthetablebelow :

($000s)

T ax poolsasat
June30,2015

Canadianoilandgasproperty expense 249,597

Canadiandevelopm entexpense 413,906

Canadianexplorationexpense 284,354

U ndepreciatedcapitalcosts 261,533

N on-capitallosses 272,775

Financingcosts 2,739

Estim atedincom etax pools 1,484,904

T he Corporation’s2006 and 2007 incom e tax filingsw ere reassessed by the CanadaR evenue Agency
(“CR A”)in 2011. T he reassessm entsare based on the CR A’sdeterm ination thatthe tax poolsavailable
to VeracelInc. (“Veracel”), prior to itsam algam ation w ith Birchcliff, ceased to be available to the
Corporationaftertheam algam ation.

T he Veraceltax poolsin dispute totaled $39.3 m illion and includesapproxim ately $16.2 m illion in non-
capitallosses, $15.6 m illion in scientific research and experim entaldevelopm ent expendituresand
$7.5 m illion in investm ent tax credits. T he disputed assessm entsare outstanding at June 30,2015. A
trialofthe m atterw asheld in the FederalCourt ofCanadain N ovem ber2013 and Birchcliffisnow
aw aitingtheCourt’sdecision.

T he resolution ofthe disputed assessm entsm ay im pact future incom e tax expense but w illnot im pact
cash taxespayable by the Corporation. M anagem entbelievesthatitw illbe successfulin defending its
tax position respecting the Veraceltransaction, and assuch, the Corporation hasnot recognized a
relatedprovisionforthedeferredincom etax liability atJune30,2015.

CA P IT A L EXP EN DIT U R ES

T hefollow ingtablesetsforthasum m ary oftheCorporation’scapitalexpenditures:

T hreem onthsended
June30,

S ix m onthsended
June30,

($000s) 2015 2014 2015 2014

L and 4,352 810 4,923 9,874
S eism ic 144 570 3,043 5,954
W orkovers 1,093 3,102 3,425 6,054
Drillingandcom pletions 34,941 50,001 96,110 116,944
W ellequipm entandfacilities 24,257 20,816 56,341 41,032

Findinganddevelopm entcapital 64,787 75,299 163,842 179,858
Acquisitions - - - 56,553
Dispositions - (131) (660) (131)

Finding,developm entandacquisitioncapital 64,787 75,168 163,182 236,280
Adm inistrativeassets 335 316 479 607

Capitalexpenditures,net 65,122 75,484 163,661 236,887

Birchcliffdrilled 22 (21.5 net)w ellsin the first halfof2015,consisting of18 (18.0 net)M ontney/Doig
horizontalnaturalgasw ellsin the P ouce Coupe area,1 (1.0 net)M ontney/Doig horizontalnaturalgas
w ellin the Elm w orth area,1 (1.0 net)Charlie L ake horizontallight oilw ellin the P rogressarea,1 (0.5
net)Halfw ay horizontallight oilw ellin the P rogressareaand a100% w orking interest Belloy vertical
w elldrilledasapotentialacidgasinjectionw ellintheElm w ortharea.
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CA P IT A L R ES O U R CES A N D L IQ U IDIT Y

In response to the current low com m odity price environm ent, the Corporation initiated proactive
m easuresin 2015 w ith aview to ensuring financialflexibility and long-term sustainability in alow
com m odity price environm ent including establishing a revised capital expenditure program of
approxim ately $250 m illionandnegotiatingreductionsinvariousservicecosts.

In the current environm ent,the Corporation’splanned capitalexpenditure program for2015 can now
be achieved forapproxim ately $220 m illion to $225 m illion asaresultofsignificant costsavings,m ore
efficient execution and the deferraluntil2016 ofapproxim ately $17 m illion ofcapitalassociated w ith
theP haseV expansionoftheP CS G asP lantasdisclosed intheCorporation’spressreleaseofAugust12,
2015. Accordingly, the Corporation has m ade the decision to drill an additional 7 (7.0 net)
M ontney/Doighorizontalnaturalgasw ellsduring2015. Birchcliff’sforecastoftotalcapitalexpenditures
during 2015 isnow approxim ately $250 m illion,areduction of$16.7 m illion from the $266.7 m illion
capitalbudget it previously announced on February 11,2015. T hese additionalw ellsw illbe drilled in
the P ouce Coupe areaand it isanticipated that 5 ofthese w ellsw illbe brought on production by year
end and the rem aining 2 w ellsw illbe brought on production during the first quarterof2016. T he
Corporationnow expectsthatatotalof32 (31.5 net)w ellsw illbedrilledin2015.

Effective M ay 11,2015,Birchcliff’scredit facilitiesw ere consolidated and increased into asingle $800
m illion extendible revolving term credit facility w ith am aturity date ofM ay 11, 2018 from credit
facilitiespreviously intheaggregateam ountof$750 m illion.T he$800 m illionextendiblerevolvingterm
creditfacility isno longersubjectto the quarterly financialcovenantsreview (interestcoverage & debt
toEBIT DA),w hichfurtherim provesBirchcliff’sfinancialflexibility.

T he Corporation expectsto fund itsrevised 2015 capitalexpenditure program prim arily usinginternally
generated fundsflow and available credit facilities. T he Corporation’srevised capitalexpenditure
program isbased on an expected annualaverage W T Iprice ofU S $50.00 perbarrelofoil(revised from
U S $60.00 perbarrelunderitsoriginalcapitalexpenditure program announced on February 11,2015)
and an AECO price ofCDN $2.70 perG Jofnaturalgas(revised from CDN $3.00 perG Junderitsoriginal
capitalexpenditure program announced on February 11,2015)during 2015. Birchcliffm ay adjust its
2015 capitalbudget or further adjust itscapitalexpenditure program to respond to changesin
com m odity pricesand otherm aterialchangesin the assum ptionsunderlying itscapitalexpenditure
program .

T he Corporation believesthat itsinternally generated fundsflow , supplem ented by itsincreased
available credit facilities, w illprovide sufficient liquidity to sustain itsoperations, itsdividendson
preferredsharesanditsplannedcapitalexpendituresintheshortandlong-term .
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CapitalR esources

T hefollow ingtablesetsforthasum m ary oftheCorporation’scapitalresources:

T hreem onthsended
June30,

S ix m onthsended
June30,

($000s) 2015 2014 2015 2014

Fundsflow from operations 45,752 75,382 82,472 163,751
Changesinnon-cashw orkingcapitalfrom operations (22,653) 2,750 (20,066) (11,501)
Decom m issioningexpenditures (48) (99) (328) (907)
Exerciseofstockoptions 59 12,383 501 18,349
Exerciseofpreferredw arrants - 683 - 683
Financingfeespaidoncreditfacilities (940) (1,018) (940) (1,018)
Dividendspaidonpreferred shares (1,875) (1,875) (3,750) (3,750)
N etchangeinnon-revolvingterm creditfacilities (130,000) (366) (129,970) (683)
N etchangeinrevolvingterm creditfacilities 194,216 (1,760) 261,579 58,181
Changesinnon-cashw orkingcapitalfrom investing (19,422) (10,633) (25,870) 13,745

Capitalresources 65,089 75,447 163,628 236,850

W orkingCapital

T he Corporation’sw orking capitaldeficit (current assetsm inuscurrent liabilities)decreased to $32.3
m illionatJune30,2015 from $76.7 m illionatDecem ber31,2014. T hedeficitatJune30,2015 islargely
com prised ofcostsincurred from thedrillingand com pletionofnew M ontney/Doigw ellsand theP hase
V expansionoftheP CS G asP lanttoaprocessingcapacity of260 M M cfperday.

AtJune30,2015,them ajorcom ponentofBirchcliff’scurrentassetsw asrevenuetobereceived from its
m arketersin respectofJune 2015 production (76% ),w hich w assubsequently received in July 2015. In
contrast, current liabilitieslargely consisted oftrade and joint venture payables(69% ) and accrued
capitaland operating costs(27% ). Birchcliffroutinely assessesthe financialstrength ofitsm arketers
and joint venture partnersin accordance w ith the Corporation’scredit risk guidelines. At thistim e,
Birchcliffexpectsthatsuchcounterpartiesw illbeabletom eettheirfinancialobligations.

Birchcliffm anagesitsw orking capitaldeficit using fundsflow from operationsand advancesunderits
bank credit facilities.T he Corporation’sw orking capitaldeficit doesnot reduce the am ountsavailable
underitsbankcreditfacilities. T he Corporation did notidentify any liquidity issuesw ith respectto the
operationofitspetroleum andnaturalgasbusinessduringtheR eportingP eriods.

Bank Debt

T otaldebt,includingw orkingcapitaldeficit,w as$632.3 m illion atJune 30,2015 ascom pared to $545.7
m illion atDecem ber31,2014. T otaldebtfrom the end of2014 increased by $86.6 m illion,largely due
tocapitalspentinexcessoffundsflow .

A significant portion ofthe fundsdraw n underBirchcliff’sbank credit facilitiesduring the R eporting
P eriodsw asto pay costsrelatingtothedrillingand com pletionofnew M ontney/Doighorizontalnatural
gasw ellsthat w ere tied into the P CS G asP lant,the P hase V expansion ofthe P CS G asP lant and the
explorationanddevelopm entoftheM ontney/DoigR esourceN aturalG asP lay andtheCharlieL akeL ight
O ilR esourceP lay.

Birchcliff’savailablebankcreditfacilitieslim itaggregate toapproxim ately $800 m illionatJune30,2015,
leaving $192 m illion (24% ) ofthe Corporation’scredit facilitiesunutilized, providing for substantial
financialflexibility.
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T hefollow ingtableshow stheCorporation’sunusedbankcreditfacilities:

Asat,($000s) June30,2015 Decem ber31,2014

M axim um borrow ing baselim it
(1)

:
N on-revolvingterm creditfacilities - 130,000
R evolvingterm creditfacilities 800,000 620,000

800,000 750,000

Principalam ountutilized:
Draw nnon-revolvingterm creditfacilities

(2)
- (130,000)

Draw nrevolvingterm creditfacilities
(2)

(607,798) (342,433)
O utstandinglettersofcredit

(3)
(184) (184)

(607,982) (472,617)

U nusedcredit 192,018 277,383

% unusedcredit 24% 37%

(1) T he Corporation’screditfacilitiesare subjectto an annualreview ofthe borrow ing base lim it,w hich isdirectly im pacted by the value of
Birchcliff’spetroleum and naturalgasreserves. Effective M ay 11,2015,Birchcliff’sbankcredit facilitiesw ere consolidated and increased
into asingle$800 m illion extendible revolvingterm creditfacility from creditfacilitiespreviously in theaggregateam ountof$750 m illion
andallfinancialcovenantsw ererem oved.

(2) T hedraw nam ountsarenotreduced forunam ortizedcostsandfeesassociatedw itheachcreditfacility.

(3) L ettersofcreditare issued to variousservice providers. T here w ere no am ountsdraw n on the lettersofcreditduring the periodsended
June30,2015 andDecem ber31,2014.

ContractualO bligations

T he Corporation entersinto contractualobligationsin the ordinary course ofconducting itsday-to-day
business. T he follow ing table listsBirchcliff’sestim ated m aterialcontractualobligationsat June 30,
2015:

($000s) 2015 2016 2017-2019 T hereafter

Accountspayableandaccruedliabilities 67,751 - - -

Draw nrevolvingterm creditfacilities - - 607,798 -

O fficelease
(1)

1,810 3,619 3,318 -

P urchaseobligations
(2)

15,149 16,000 - -

T ransportationandprocessing 11,532 24,250 70,717 137,274

Estim atedcontractualobligations
(3)

96,242 43,869 681,833 137,274

(1) T he Corporation iscom m itted underan operating lease relating to itsoffice prem ises, beginning Decem ber1, 2007 and expiring on
N ovem ber30,2017. EffectiveDecem ber1,2012,Birchcliffiscom m itted totheentireleased prem iseand hasnotsubletany excessspace
toanarm ’slengthparty.

(2) AsofJune30,2015,theCorporation iscom m itted tospend approxim ately $31.1 m illionin2015 and 2016 underapurchasingagreem ent
relatingtotheconstructionofP haseV oftheP CS G asP lant.

(3) Contractualcom m itm entsthatareroutineinnatureand form partofthenorm alcourseofoperationsforBirchcliff arenotincluded. T he
Corporation’sdecom m issioning obligationsare excluded from the table asthese obligationsarose from aregulatory requirem entrather
than from acontractualarrangem ent. Birchcliffestim atesthe totalundiscounted cash flow to settle itsdecom m issioning obligationson
itsw ellsand facilitiesatJune30,2015 to beapproxim ately $158.5 m illion and w illbeincurred asfollow s:2016 -$4.8 m illion,2017 -$2.4
m illion and $151.3 m illion thereafter. T he estim ate fordeterm ining the undiscounted decom m issioning obligationsrequiressignificant
assum ptionsonboththeabandonm entcostand tim ingofthedecom m issioningandthereforetheactualobligationm ay differm aterially.

Birchcliff’sS eriesC P referred S hares,w hich are redeem able by theirholdersafterJune 30,2020,have notbeen included in thistable as
they are notcontractualobligationsofthe Corporation atthe end ofthe R eporting P eriod. U pon receiptofanotice ofredem ption,the
Corporationhasanobligationtoredeem theS eriesC P referred S hares,atitsoption,incashorcom m onshares.

O FF-BA L A N CES H EET T R A N S A CT IO N S

Birchcliffw asnot involved in any off-balance sheet transactionsthat w ould result in am aterialchange
to itsfinancialposition,perform ance orcash flow sduring the R eporting P eriodsand Com parable P rior
P eriods.
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O U T S T A N DIN G S HA R EIN FO R M A T IO N

At June 30, 2015, Birchcliffhad outstanding com m on shares, S eriesA P referred S haresand S eriesC
P referred S hares. Birchcliff’scom m on sharesbegan trading on the T S X on July 21, 2005 underthe
sym bol“BIR ” and w ere at the sam e tim e de-listed from the T S X Venture Exchange w here they w ere
trading underthe sam e sym bolpriorto such tim e. Birchcliff’scom m on sharesare included in the
S & P /T S X Com posite Index. Birchcliff’sS eriesA P referred S haresand S eriesC P referred S haresare
individually listedontheT S X underthesym bols“BIR .P R .A ” and“BIR .P R .C”,respectively.

T hefollow ingtablesum m arizesthecom m onsharesissued:

Com m onshares

BalanceatDecem ber31,2014 152,214,206

Exerciseofoptions 79,333

BalanceatJune30,2015 152,293,539

AsofAugust12,2015,theCorporation had outstanding:152,303,539 com m on shares;2,000,000 S eries
A P referred S hares; 2,000,000 S eriesC P referred S hares; 12,885,772 stock optionsto purchase an
equivalentnum berofcom m on shares;and 2,939,732 perform ance w arrantsto purchase an equivalent
num berofcom m onshares.

O n June 2,2015,the Board ofDirectorsdeclared aquarterly cash dividend of$1.0 m illion or$0.50 per
S eriesA P referred S hare and $0.875 m illion or$0.4375 perS eriesC P referred S hare forthe calendar
quarterendingJune30,2015. Bothdividendsaredesignated asaneligibledividend forpurposesofthe
Incom eTax Act(Canada).
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S U M M A R Y O FQ U A R T ER L Y R ES U L T S

T he follow ing are the quarterly resultsof the Corporation for the eight m ost recently com pleted
quarters:

Q uarterending,
Jun.30,

2015
M ar.31,

2015
Dec.31,

2014
S ep.30,

2014
Jun.30,

2014
M ar.31

2014
Dec.31,

2013
S ep.30,

2013

Averagedaily production(boe6:1) 38,489 38,416 37,704 34,235 31,178 31,749 28,391 24,662

R ealizednaturalgasprice($/M cf) 2.86 2.98 3.91 4.37 4.81 6.10 3.81 2.60

R ealizedoilprice($/bbl)(1) 64.93 47.66 71.87 95.94 104.72 97.30 81.52 102.82

T otalrevenues($000s)
(1) 82,791 77,026 105,598 116,424 117,308 133,558 89,092 72,762

O peratingcosts($/boe) 4.53 5.11 5.33 5.06 5.25 5.21 5.44 5.66

Capitalexpenditures,net($000s) 65,122 98,539 109,682 104,363 75,484 161,403 18,188 76,186

Fundsflow from operations($000s) 45,752 36,720 61,717 75,030 75,382 88,369 50,060 43,053

P ercom m onshare– basic($) 0.30 0.24 0.41 0.50 0.52 0.61 0.35 0.30

P ercom m onshare– diluted($) 0.30 0.24 0.40 0.48 0.49 0.60 0.34 0.30

N etincom e(loss)($000s) (4,174) (3,479) 17,053 29,665 28,087 39,499 37,062 10,156

N etincom e(loss)tocom m onshareholders($000s)(2) (5,174) (4,479) 16,053 28,665 27,087 38,499 36,062 9,156

P ercom m onshare– basic($) (0.03) (0.03) 0.11 0.19 0.19 0.27 0.25 0.06

P ercom m onshare– diluted($) (0.03) (0.03) 0.10 0.19 0.18 0.26 0.25 0.06

T otalassets($ m illion) 2,009 1,983 1,919 1,846 1,771 1,730 1,587 1,558

L ong-term bankdebt($000s) 599,998 536,570 469,033 435,545 452,183 453,772 393,967 444,719

T otaldebt($000s) 632,306 610,170 545,745 495,307 514,637 524,720 454,038 487,707

Dividendsonpref.shares-S eriesA ($000s) 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000

Dividendsonpref.shares-S eriesC ($000s) 875 875 875 875 875 875 875 1,038

P ref.sharesoutstanding-S eriesA (000s) 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000

P ref.sharesoutstanding-S eriesC (000s) 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000

Com m onsharesoutstanding(000s)

Basic 152,294 152,284 152,214 152,154 145,912 144,504 143,677 142,752

Diluted 168,181 168,108 166,302 166,190 166,285 166,085 163,548 163,396

W td.averagecom m onsharesoutstanding(000s)

Basic 152,289 152,243 152,183 149,594 145,145 144,026 143,063 142,549

Diluted 154,650 154,215 155,304 154,800 152,623 147,090 145,319 145,087

(1) Excludestheeffectofhedgesusingfinancialinstrum ents.

(2) R educedforS eriesA P referredS haredividendspaidintheperiod.

O verthe past eight quarters,the Corporation’ssuccessfuldrilling program along w ith fluctuationsin
com m odity priceshave contributed to the fluctuationsin oiland gasrevenuesand fundsflow from
operations.

N etincom e hasfluctuated prim arily due to changesin fundsflow from operationsand again on sale of
assetsthatoccurredduringthethreem onthsendedDecem ber31,2013.

Average daily production volum eshave generally increased overthe past eight quarters,w hich can be
attributed prim arily to the Corporation’sexploration and developm ent activitieson the M ontney/Doig
N aturalG asR esourceP lay.

Capitalexpenditureshave fluctuated over the past eight quartersasaresult ofthe tim ing ofthe
Corporation’sdevelopm entcapitalexpendituresasw ellasan assetdivestiture and an assetacquisition
thatoccurredduringthefourthquarterof2013 andfirstquarterof2014,respectively.

P O T EN T IAL T R A N S ACT IO N S

W ithin itsfocusarea,the Corporation isalw aysreview ingpotentialproperty acquisitionsand corporate
m ergersand acquisitionsforthe purpose ofdeterm ining w hetherany such potentialtransaction isof
interest to the Corporation, asw ellasthe term son w hich such apotentialtransaction w ould be
available. Asaresult,theCorporationm ay from tim e to tim ebe involved in discussionsornegotiations
w ithotherpartiesortheiragentsinrespectofpotentialproperty acquisitionsandcorporatem ergerand
acquisition opportunities. T he Corporation isnot com m itted to any such potentialtransaction and
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cannot be reasonably confident that it can com plete any such potentialtransaction untilappropriate
legaldocum entationhasbeensignedby therelevantparties.

IN T ER N A L CO N T R O L S O VER FIN A N CIAL R EP O R T IN G

T here w ere no changesin the Corporation’sinternalcontrolsover financialreporting (“ICFR ”) that
occurred duringthe period beginningon April1,2015 and ended on June 30,2015 thathave m aterially
affected,orarereasonably likely tom aterially affect,theCorporation’sICFR .

CR IT ICA L ACCO U N T IN G ES T IM A T ES

T he preparation ofthe financialstatem entsrequiresm anagem ent to m ake judgm ents,estim atesand
assum ptionsthat affect the application ofIFR S accounting policies; reported am ountsofassetsand
liabilities; and incom e and expenses. Accordingly, actualresultsm ay differ from these estim ates.
Estim atesand underlying assum ptionsare review ed on an ongoing basis. R evisionsto accounting
estim atesare recognized in the period in w hich the estim atesare revised and in any future periods
affected. T he Corporation’suse ofestim ates, judgm entsand assum ptionsin preparing the interim
condensed financialstatem entsforthe R eporting P eriod isdiscussed in note 3 ofthe annualaudited
financialstatem entsfortheyearendedDecem ber31,2014.

R IS K FACT O R S A N D R IS KM A N AGEM EN T

T he Corporation’sfinancialand operationalperform ance ispotentially affected by anum beroffactors,
including, but not lim ited to, financialrisks, risksrelating to econom ic conditions, businessand
operationalrisks,environm entaland regulatory risks,and otherrisks.A m ore detailed discussion ofthe
riskfactorsaffectingtheCorporationispresentedintheR iskFactorssectionoftheCorporation’sAnnual
M anagem ent’sDiscussion and Analysisand AnnualInform ation Form forthe yearended Decem ber31,
2014.

T he N ew Dem ocraticP arty w aselected asam ajority governm ent in Albertaon M ay 5,2015.T he new
governm ent hasannounced that it isproceeding w ith plansto study,and potentially m odify,Alberta’s
royalty structure. Although the outcom e of thisreview isnot yet know n, any change in Alberta’s
provincialroyalty structurecould haveasignificantim pacton theCorporation’sfuturefinancialresults,
cost of capitaland capitalinvestm ent plans. In addition, the new governm ent hasannounced an
increaseintheprovincialcorporatetax rateto12% from 10% and adoublingofcarbonleviesto$30 per
tonne. T he im pact of the change in the corporate tax rate isreflected in the unaudited interim
condensed financialstatem entsw ith respectto the three and six m onthsended June 30,2015 and this
M D& A.Birchcliffisnot currently subject to carbon levies;how ever,that m ay change in the future and
theresultantim pactofany suchchangeiscurrently unknow n.

T he Corporation’sresultsof operationsm ay be adversely affected by pipeline interruptionsand
apportionm entsand/orthe actionsorinactionsofthird party operators, any ofw hich could cause
delaysintheCorporationreceivingitsrevenuesandcauseittoincuradditionalexpenses.

N O N -GAA P M EA S U R ES

T hisM D& A uses“fundsflow ”, “fundsflow from operations”, “fundsflow per com m on share”,
“netback”,“operating netback”,“estim ated operating netback”,“operating m argin” and “totaldebt”
w hichdo nothavestandardized m eaningsprescribed by G AAP and thereforem ay notbecom parableto
sim ilar m easurespresented by other com paniesw here sim ilar term inology isused. M anagem ent
utilizesfundsflow , fundsflow from operations, fundsflow per com m on share, netback, operating
netback,estim atedoperatingnetbackandoperatingm arginaskey m easurestoassesstheCorporation’s
efficiency and itsability to generate the cash necessary to fund future grow th through capital
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investm ents,pay dividendson preferred sharesand repay debt.M anagem ent usestotaldebt asakey
m easuretoassesstheliquidity oftheCorporation.

“Fundsflow ” and “fundsflow from operations” denote cash flow from operating activitiesbefore the
effectsofdecom m issioning expendituresand changesin non-cash w orking capital. “Fundsflow per
com m on share” denotesfundsflow divided by the basic or diluted w eighted average num ber of
com m on sharesoutstanding forthe period.T he follow ing table setsoutthe reconciliation ofcash flow
from operatingactivities,asdeterm inedinaccordancew ithIFR S ,tofundsflow from operations:

T hreem onthsended
June30,

S ix m onthsended
June30,

($000s) 2015 2014 2015 2014

Cashflow from operatingactivities
Adjustm ents:

23,051 78,033 62,078 151,343

Decom m issioningexpenditures 48 99 328 907

Changesinnon-cashw orkingcapital 22,653 (2,750) 20,066 11,501

Fundsflow from operations 45,752 75,382 82,472 163,751

“N etback” and “operating netback” denote petroleum and naturalgasrevenue lessroyalties, less
operatingexpensesand lesstransportation and m arketingexpenses. “Estim ated operatingnetback” of
the P CS G asP lant (and the com ponentsthereof)isbased upon certain cost allocationsand accruals
directly attributable to the P CS G asP lant and related w ellsand infrastructure on aproduction m onth
basis.

“O perating m argin” forthe P CS G asP lant iscalculated by dividing the estim ated operating netbackfor
theperiodby thepetroleum andnaturalgasrevenuefortheperiod.

“T otaldebt” iscalculatedastherevolvingterm creditfacilitiesplusnon-revolvingterm creditfacilitiesas
they appear on the Corporation’sCondensed S tatem entsofFinancialP osition plusw orking capital
deficit. T he follow ing table reconcilesthe non-revolving term credit facilitiesplusthe revolving term
creditfacilitiestototaldebt:

Asat,($000s) June30,2015 Decem ber31,2014

N on-revolvingterm creditfacilities - 129,476
R evolvingterm creditfacilities 599,998 339,557

L ong-term bankdebt 599,998 469,033
W orkingcapitaldeficit 32,308 76,712

T otaldebt 632,306 545,745

A DVIS O R IES

U naudited num bers: Allfinancialam ountsreferred to in thisM D& A forthe R eporting Periodsand the
Com parablePriorPeriodsarem anagem ent’sbestestim atesandareunaudited.

Boe Conversions: Boe am ountshave been calculated by using the conversion ratio of6 M cfofnatural
gasto 1 bblofoil. Boe am ountsm ay be m isleading,particularly ifused in isolation. A boe conversion
ratio of6 M cfto 1 bblisbased on an energy equivalency conversion m ethod prim arily applicableatthe
burnertip anddoesnotrepresentavalueequivalency atthew ellhead.

M cfeConversions: Thousandsofcubicfeetofgasequivalent(“M cfe”)am ountshavebeencalculated by
using the conversion ratio of 1 bblof oilto 6 M cf of naturalgas. M cfe am ountsm ay be m isleading,
particularly ifused in isolation. A conversion ratio of1 bblto 6 M cfisbased on an energy equivalency
conversion m ethod prim arily applicable atthe burnertip and doesnotrepresentavalue equivalency at
thew ellhead.
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M M btu P ricing Conversions: $1.00 perM M btu equals$1.00 perM cf based on astandard heat value
M cf.

O perating Costs: R eferencesin thisM D& A to “operating costs” excludestransportation and m arketing
costs.

Forw ard-Looking Inform ation: ThisM D& A containsforw ard-looking inform ation w ithin them eaning of
applicable Canadian securitieslaw s. Forw ard-looking inform ation relatesto future eventsor future
perform ance and is based upon Birchcliff’s current internal expectations, estim ates, projections,
assum ptionsand beliefs. Allinform ation other than historicalfact isforw ard-looking inform ation.
Inform ation relating to reservesand resourcesisforw ard-looking asit involvesthe im plied assessm ent,
based on certain estim atesand assum ptions, that the reservesand resourcesexist in the quantities
estim ated and that they w illbe com m ercially viable to produce in the future. W ordssuch as“plan”,
“expect”,“project”,“intend”,“believe”,“anticipate”,“estim ate”,“estim ated”,“forecast”,“m ay”,“w ill”,
“potential”,“proposed” and othersim ilarw ordsthatconvey certaineventsorconditions“m ay” or“w ill”
occurareintendedtoidentify forw ard-looking inform ation.

In particular,thisM D& A containsforw ard-looking inform ation relating to: Birchcliff’splansand other
aspectsof itsanticipated future operations, m anagem ent focus, strategiesand priorities; expected
resultsfrom Birchcliff’sportfolio of oiland gasassetsand resultsof operations; the flexibility and
sustainability of the Corporation; the Corporation’sliquidity and the Corporation’sbelief that its
internally generated fundsflow , supplem ented by itsincreased available credit facilities, w illprovide
sufficient liquidity to sustain itsoperations, itsdividendson preferred sharesand itsplanned capital
expendituresin the short and long-term ; statem entsw ith respect to expected reservesincreases;
statem entsregarding Birchcliff’s2015 capitalbudget and itsrevised capitalexpenditure program ,
including the anticipated sourcesof funding foritscapitalexpenditure program and itsplan to drilla
totalof32 (31.5 net)w ells;Birchcliff’sproposed exploration and developm ent activitiesand the tim ing
thereof, including w ellsto be drilled and brought on production; Birchcliff’sestim atesof itsannual
average production for2015, 2015 annualaverage production grow th, 2015 fourth quarteraverage
production and 2015 exitproduction;Birchcliff’sexpectation thatitw illhave strong averageproduction
in the first quarterof 2016; the proposed expansion of the PCS G asPlant, including the anticipated
processing capacity of the PCS G asPlant after such expansion and the anticipated tim ing of such
expansion; the future im pact of changesin the royalty and carbon tax regim es; the Corporation’s
expectation thatcounterpartiesw illbeableto m eettheirfinancialobligationsto Birchcliff;estim atesof
contractualand decom m issioning obligations; the Corporation’sestim ated incom e tax poolsand its
expectation that future taxable incom e w ill be available to utilize accum ulated tax pools; and
m anagem ent’sexpectation that the Corporation w ill be successful in defending itstax position
respecting theVeraceltransaction.

The forw ard-looking inform ation contained in thisM D& A isbased upon certain expectationsand
assum ptions,including:prevailing and futurecom m odity prices,currency exchangerates,interestrates,
inflation rates,royalty ratesand tax rates;thestateoftheeconom y and theexploration and production
business;theeconom icand politicalenvironm entin w hich Birchcliffoperates;theregulatory fram ew ork
regarding royalties, taxes and environm ental law s; anticipated tim ing and results of capital
expenditures;thesufficiency ofbudgetedcapitalexpenditurestocarry outplannedoperations;resultsof
operations;operating,transportation,m arketing and generaland adm inistrativecosts;theperform ance
of existing and future w ells,w ellproduction ratesand w elldecline rates;w elldrainage areas;success
ratesforfuture drilling;reservesand resource volum esand Birchcliff’sability to replace and expand oil
and gasreservesthrough acquisition, developm ent or exploration; the im pact of com petition; the
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availability of,dem and forand costoflabour,servicesand m aterials;Birchcliff’sability toaccesscapital;
the ability to obtain any necessary regulatory approvalsin atim ely m anner;the ability of Birchcliff to
secure adequate transportation for its products; Birchcliff’s ability to m arket oil and gas; and
abandonm ent costsand tim ing of decom m issioning obligations. In addition, Birchcliff hasm ade the
follow ing key assum ptionsw ith respecttocertainforw ard-looking inform ationcontainedinthisM D& A:

W ith respecttostatem entsregarding expectedreservesincreases,thekey assum ptionsarethat:
theproductionfrom Birchcliff’sw ellsm eetorexceedexpectations;andinconducting itsreserves
evaluation, Birchcliff'sindependent reservesevaluator w ill concur w ith Birchcliff’sinternal
technicalinterpretations.

W ith respect to statem entsof future w ellsto be drilled and brought on production, the key
assum ption isthe validity of the geologicaland othertechnicalinterpretationsperform ed by
Birchcliff’stechnicalstaff,w hich indicatethatcom m ercially econom icvolum escan berecovered
from Birchcliff’slandsasaresultofdrilling such futurew ells.

W ith respect to statem entsregarding Birchcliff’s2015 capitalbudget and itsrevised capital
expenditure program , the key assum ption is that Birchcliff realizes the annual average
production target of 39,000 to 40,000 boe/d and the com m odity pricesupon w hich Birchcliff’s
revised capitalexpenditure program isbased,being an expected annualaverage W TIprice of
U S $50.00 perbarrelof oiland an AECO price of CDN $2.70 perG J of naturalgasduring 2015.
Birchcliffm ay adjustits2015 capitalbudgetorfurtheradjustitscapitalexpenditureprogram to
respond to changesin com m odity pricesand other m aterial changesin the assum ptions
underlying its2015 capitalexpenditureprogram .

W ith respect to estim atesasto Birchcliff’sannualaverage production for2015, 2015 annual
average production grow th,2015 fourth quarteraverage production and 2015 exit production
and statem entsthatBirchcliffexpectsstrong averageproductioninthefirstquarterof2016,the
key assum ptionsarethat:nounexpected outagesoccurintheinfrastructurethatBirchcliffrelies
on to produce itsw ells; the construction of new infrastructure m eetstim ing expectations;
existing w ellscontinueto m eetproduction expectations;and future w ellsscheduled to com e on
productionm eettim ing,productionandcapitalexpenditureexpectations.

W ith respect to statem entsregarding the Corporation’sliquidity and sourcesoffunding forthe
Corporation’scapital expenditure program , the key assum ption isthat the Corporation’s
forecastsofproduction,com m odity pricesandfundsflow arevalid.

W ith respect to statem entsregarding the proposed expansion of the PCS G asPlant, the
anticipated processing capacity of the PCS G asPlant aftersuch expansion and the anticipated
tim ing of such expansion, the key assum ptionsare that: future drilling issuccessful; there is
sufficientlabour,servicesandequipm entavailable;Birchcliffw illhaveaccesstosufficientcapital
to fund those projects;and com m odity pricesw arrantproceeding w ith the construction ofsuch
facility andthedrilling ofassociatedw ells.

W ith respect to statem entsregarding m anagem ent’sexpectation that the Corporation w illbe
successfulin defending itstax position respecting theVeraceltransaction,thekey assum ption is
the validity of the Corporation’sinterpretation of how the Incom e Tax Act (Canada) appliesto
theVeraceltransaction.

U nduerelianceshould notbeplaced on forw ard-looking inform ation,astherecan beno assurancethat
the plans, intentions, expectationsorassum ptionsupon w hich they are based w illoccur. Although
Birchcliff believesthat the expectationsand assum ptionsreflected in the forw ard-looking inform ation
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are reasonable, there can be no assurance that such expectationsw illprove to be correct. Asa
consequence,actualresultsm ay differm aterially from thoseanticipated.

Forw ard-looking inform ation necessarily involvesboth know n and unknow n risksand uncertaintiesthat
could cause actualresultsto differm aterially from those anticipated,including,butnotlim ited to:risks
associated w ith oiland gasexploration, production, transportation and m arketing; uncertainty of
geological and technical data; im precision of reservesand resource estim ates; operational risks;
environm entalrisks; lossof m arket dem and; stock m arket volatility; generaleconom ic conditions
affecting ability to accesssufficient capital; com m odity price fluctuations; changesin governm ental
regulation of the oiland gasindustry, including changesto the royalty and carbon tax regim es;
com petition from othersforscarce resources;and the otherfactorsset forth underthe heading “R isk
FactorsandR iskM anagem ent” inthisM D& A.

Theforegoing listofriskfactorsisnotexhaustive. Additionalinform ationontheseand otherriskfactors
that could affect operations or financial results are included in Birchcliff’s m ost recent Annual
Inform ation Form and in otherreportsfiled w ith Canadian securitiesregulatory authorities. Forw ard-
looking inform ation isbased on estim atesand opinionsofm anagem ent at the tim e the inform ation is
presented. Birchcliffisnot underany duty to update the forw ard-looking inform ation afterthe date of
thisM D& A to conform such inform ation to actual resultsor to changesin Birchcliff’splansor
expectations,exceptasotherw iserequiredby applicablesecuritieslaw s.

The Corporation isrequired to disclose eventsand circum stancesthat occurred during the period to
w hich thisM D& A relatesthat are reasonably likely to cause actualresultsto differm aterially from
m aterialforw ard-looking statem entsforaperiod that isnot yet com plete that the Corporation has
previously disclosed to thepublicand the expected differencesthereto. S uch disclosure can be found in
theCorporation’spressreleasedatedAugust12,2015,w hich isavailableontheCorporation’sw ebsiteat
w w w .birchcliffenergy.com andonS EDAR atw w w .sedar.com .

Any “financialoutlook” contained in thisM D& A,assuch term isdefined by applicablesecuritieslaw s,is
provided forthe purpose ofproviding inform ation about m anagem ent’scurrentexpectationsand plans
relating to the future.R eadersare cautioned that reliance on such inform ation m ay not be appropriate
forotherpurposes.
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BirchcliffEnergy L td.
CondensedS tatem entsofFinancialP osition

U naudited(ExpressedinthousandsofCanadiandollars)

Asat, June30,2015 Decem ber31,2014

AS S ET S

Currentassets:

Cash 21 54

Accountsreceivable 29,745 34,931

P repaidexpensesanddeposits 5,677 1,612

35,443 36,597

N on-currentassets:

Explorationandevaluation(N ote3) 820 2,235

P etroleum and naturalgaspropertiesandequipm ent(N ote4) 1,972,797 1,879,848

1,973,617 1,882,083

T otalassets 2,009,060 1,918,680

L IABIL IT IES

Currentliabilities:

Accountspayableandaccrued liabilities 67,751 113,309

67,751 113,309

N on-currentliabilities:

R evolvingterm creditfacilities(N ote5) 599,998 339,557

N on-revolvingterm creditfacilities(N ote6) - 129,476

Decom m issioningobligations(N ote7) 87,870 85,824

Deferredincom etaxes 103,814 95,941

Capitalsecurities 48,451 48,296

840,133 699,094

T otalliabilities 907,884 812,403

S H A R EH O L DER S ’EQ U IT Y

S harecapital(N ote8)

Com m onshares 783,358 782,671

P referred shares(perpetual) 41,434 41,434

Contributedsurplus 56,983 53,118

R etained earnings 219,401 229,054

1,101,176 1,106,277

T otalshareholders’equity andliabilities 2,009,060 1,918,680

Theaccom panying notesareanintegralpartoftheseinterim condensedfinancialstatem ents.

Approvedby theBoard

(signed)“Larry A.S haw ” (signed)“A.Jeffery Tonken”
L arry A.S haw A.Jeffery T onken
Director Director
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BirchcliffEnergy L td.
CondensedS tatem entsofN etIncom e(loss)andCom prehensiveIncom e(L oss)

U naudited(ExpressedinthousandsofCanadiandollars,exceptpershareinform ation)

T hreem onthsended
June30,

S ix m onthsended
June30,

2015 2014 2015 2014

R EVEN U E

P etroleum and naturalgassales 82,791 117,308 159,817 250,866

R oyalties (2,138) (9,507) (5,024) (22,158)

N etrevenuefrom oilandnaturalgassales 80,653 107,801 154,793 228,708

R ealizedlossonfinancialinstrum ents - (307) - (616)

U nrealizedlossonfinancialinstrum ents - (38) - (189)

80,653 107,456 154,793 227,903

EXP EN S ES

O perating 15,855 14,900 33,524 29,799

T ransportationandm arketing 8,617 6,983 17,536 14,056

Adm inistrative,net 6,134 7,552 12,764 13,916

Depletionand depreciation(N ote4) 37,648 32,795 76,493 64,774

Finance 5,925 5,680 11,662 11,394

Dividendsoncapitalsecurities 875 875 1,750 1,750

(G ain)onsaleofassets - - (656) -

75,054 68,785 153,073 135,689

IN CO M EBEFO R ET AXES 5,599 38,671 1,720 92,214

Incom etaxexpense 9,773 10,584 9,373 24,628

N ET IN CO M E(L O S S )A N D CO M P R EH EN S IVEIN CO M E(L O S S ) (4,174) 28,087 (7,653) 67,586

N etincom e(loss)percom m onshare(N ote8)

Basic ($0.03) $0.19 ($0.06) $0.45

Diluted ($0.03) $0.18 ($0.06) $0.44

Theaccom panying notesareanintegralpartoftheseinterim condensedfinancialstatem ents.
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BirchcliffEnergy L td.
CondensedS tatem entsofChangesinS hareholders’Equity

U naudited(ExpressedinthousandsofCanadiandollars)

S hareCapital

Com m on
S hares

P referred

S hares

Contributed
S urplus

R etained
Earnings

T otal

AsatDecem ber31,2013 694,183 41,434 60,119 118,750 914,486

Dividendsonperpetualpreferredshares - - - (2,000) (2,000)

Exerciseofstockoptions 26,670 - (8,321) - 18,349

Exerciseofpreferredw arrants 781 - (98) - 683

S tock-basedcom pensation - - 6,000 - 6,000

N etincom eandcom prehensiveincom e - - - 67,586 67,586

AsatJune30,2014 721,634 41,434 57,700 184,336 1,005,104

AsatDecem ber31,2014 782,671 41,434 53,118 229,054 1,106,277

Dividendsonperpetualpreferredshares(N ote8) - - - (2,000) (2,000)

Exerciseofstockoptions(N otes8 and9) 687 - (186) - 501

S tock-basedcom pensation(N ote9) - - 4,051 - 4,051

N etlossandcom prehensiveloss - - - (7,653) (7,653)

AsatJune30,2015 783,358 41,434 56,983 219,401 1,101,176

Theaccom panying notesareanintegralpartoftheseinterim condensedfinancialstatem ents.
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BirchcliffEnergy L td.
CondensedS tatem entsofCash Flow s

U naudited(ExpressedinthousandsofCanadiandollars)

T hreem onthsended

June30,

S ix m onthsended

June30,

2015 2014 2015 2014

Cashprovidedby (used in):

O P ER A T IN G

N etincom e(loss)andcom prehensiveincom e(loss) (4,174) 28,087 (7,653) 67,586

Adjustm entsforitem snotaffectingoperatingcash:

U nrealized lossonfinancialinstrum ents - 38 - 189

Depletionanddepreciation 37,648 32,795 76,493 64,774

S tock-basedcom pensation 870 2,141 1,627 3,100

Finance 5,925 5,680 11,662 11,394

(G ain)onsaleofassets - - (656) -

Incom etaxexpense 9,773 10,584 9,373 24,628

Interestpaid (5,165) (4,818) (10,124) (9,670)

Dividendsoncapitalsecurities 875 875 1,750 1,750

Decom m issioningexpenditures(N ote7) (48) (99) (328) (907)

Changesinnon-cashw orkingcapital (22,653) 2,750 (20,066) (11,501)

23,051 78,033 62,078 151,343

FIN A N CIN G

Exerciseofstockoptions 59 12,383 501 18,349

Exerciseofpreferredw arrants - 683 - 683

Financingfeespaidoncreditfacilities (940) (1,018) (940) (1,018)

Dividendsonperpetualpreferredshares(N ote8) (1,000) (1,000) (2,000) (2,000)

Dividendsoncapitalsecurities(N ote8) (875) (875) (1,750) (1,750)

N etchangeinnon-revolvingterm creditfacilities (130,000) (366) (129,970) (683)

N etchangeinrevolvingterm creditfacilities 194,216 (1,760) 261,579 58,181

61,460 8,047 127,420 71,762

IN VES T IN G

P etroleum and naturalgaspropertiesandequipm ent (65,113) (75,598) (164,307) (180,384)

Explorationandevaluationassets (9) (17) (14) (81)

Acquisitionofpetroleum and naturalgasproperties - - - (56,553)

S aleofpetroleum and naturalgaspropertiesandequipm ent - - 600 -

S aleofexplorationandevaluationassets - 131 60 131

Changesinnon-cashw orkingcapital (19,422) (10,633) (25,870) 13,745

(84,544) (86,117) (189,531) (223,142)

N ET CH A N GEIN CA S H (33) (37) (33) (37)

CA S H ,BEGIN N IN G O FP ER IO D 54 96 54 96

CA S H ,EN D O FP ER IO D 21 59 21 59

Theaccom panying notesareanintegralpartoftheseinterim condensedfinancialstatem ents.
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BirchcliffEnergy L td.
N otestotheInterim CondensedFinancialS tatem ents
FortheT hreeandS ix M onthsEndedJune30,2015

ExpressedInThousandsO fCanadianDollars,U nlessO therw iseS tated(U naudited)

1. N A T U R EO FO P ER A T IO N S

Birchcliff Energy L td. (“Birchcliff” or the “Corporation”) isdom iciled and incorporated in Canada.
Birchcliff isengaged in the exploration for and the developm ent, production and acquisition of
petroleum and naturalgasreservesin W estern Canada. T he Corporation’sfinancialyear end is
Decem ber31. T he addressofthe Corporation’sregistered office is500,630 – 4th Avenue S W ,Calgary,
Alberta,Canada T 2P 0J9. Birchcliff’scom m on shares,S eriesA P referred S haresand S eriesC P referred
S haresare listed fortrading on the T oronto S tock Exchange underthe sym bols“BIR ”,“BIR .P R .A ” and
“BIR .P R .C”,respectively.

T hese financialstatem entsw ere approved and authorized forissuance by the Board ofDirectorson
August12,2015.

2. BA S IS O FP R EP A R A T IO N

T hese unaudited interim condensed financial statem ents present Birchcliff’s financial results of
operationsandfinancialpositionunderInternationalFinancialR eportingS tandards(“IFR S ”)asatandfor
the three and six m onthsended June 30,2015,including the 2014 com parative periods. T he financial
statem entshavebeenpreparedinaccordancew ithInternationalAccountingS tandard(“IA S ”)34 Interim
FinancialR eporting,asissuedby theInternationalAccountingS tandardsBoard(“IA S B”).

T hese financialstatem entshave been prepared follow ing the sam e IFR S accounting policiesand
m ethodsofcom putation asdisclosed in the annualaudited financialstatem entsforthe yearended
Decem ber31,2014.Certain inform ation and disclosuresnorm ally required to be included in the notes
to theannualaudited financialstatem entshavebeencondensed,om itted orhavebeendisclosed onan
annualbasisonly.Accordingly,thesefinancialstatem entsshould beread inconjunctionw iththeannual
auditedfinancialstatem entsandthenotestheretofortheyearendedDecem ber31,2014.

Birchcliff’sfinancialstatem entsare prepared on ahistoricalcost basis,except forcertain financialand
non-financialassetsand liabilitiesw hich have been m easured atfairvalue. T he Corporation’sfinancial
statem entsinclude the accountsof Birchcliff only and are expressed in Canadian dollars, unless
otherw isestated. T herearenosubsidiary com panies.
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3. EXP L O R A T IO N A N D EVA L U A T IO N A S S ET S

T hecontinuity forExplorationandEvaluation(“E&E”)assetsareasfollow s:

($000s) E&E
(1)

AsatDecem ber31,2013 2,264
Additions 102
Disposals (131)

AsatDecem ber31,2014 2,235
Additions 14
Disposals (1)
L easeexpiries

(2)
(1,428)

AsatJune30,2015 820

(1) E& EassetsconsistoftheCorporation’sexplorationactivitiesw hicharependingthedeterm inationofeconom icquantitiesofcom m ercially
producible proven reserves. Additionsrepresent the Corporation’snet share ofcostsincurred on E& E activitiesduring the period. A
review ofeach exploration project by areaiscarried out at each reporting date to ascertain w hethereconom icalquantitiesofproven
reserveshave been discovered and w hethersuch costsshould be transferred to depletable petroleum and naturalgascom ponents.
T here w ere no exploration costsreclassified from the E& E category to petroleum and naturalgaspropertiesand equipm ent category
duringthethreeandsix m onthsendedJune30,2015.

(2) During the six m onthsended June 30,2015,the Corporation incurred an expense ofapproxim ately $1.4 m illion related to lease expiries
onundeveloped landthathasbeenincludedindepletionanddepreciationexpense.

4. P ET R O L EU M A N D N A T U R A L GA S P R O P ER T IES A N D EQ U IP M EN T

T hecontinuity forP etroleum andN aturalG as(“P &N G”)P ropertiesandEquipm entareasfollow s:

($000s)
P &N G
Assets

Corporate
Assets T otal

Cost:

AsatDecem ber31,2013 1,855,992 8,802 1,864,794

Additions 411,579 1,418 412,997

Acquisitions 58,465 - 58,465

Dispositions (535) - (535)

AsatDecem ber31,2014 2,325,501 10,220 2,335,721

Additions 167,549 469 168,018

Dispositions (3) - (3)

AsatJune30,2015
(1)

2,493,047 10,689 2,503,736

Accum ulateddepletionanddepreciation:

AsatDecem ber31,2013 (314,325) (5,284) (319,609)

Depletionand depreciationexpense (135,098) (1,180) (136,278)

Dispositions 14 - 14

AsatDecem ber31,2014 (449,409) (6,464) (455,873)

Depletionand depreciationexpense (74,483) (583) (75,066)

AsatJune30,2015 (523,892) (7,047) (530,939)

N etbookvalue:

AsatDecem ber31,2014 1,876,092 3,756 1,879,848

AsatJune30,2015
(2)

1,969,155 3,642 1,972,797

(1) T he Corporation’sP & N G propertiesand equipm ent w ere pledged assecurity foritscredit facilities. Although the Corporation believes
thatithastitle to itspetroleum and naturalgasproperties,itcannotcontrolorcom pletely protectitselfagainstthe riskoftitle disputes
andchallenges. T herew erenoborrow ingcostscapitalized toP & N G propertiesandequipm ent.

(2) Birchcliffperform ed an im pairm ent assessm ent ofitsP & N G assetson aCG U basisand determ ined there w ere no im pairm ent triggers
identifiedattheendofthereportingperiod.Asaresult,noim pairm enttestw asrequiredatJune30,2015.
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5. R EVO L VIN G T ER M CR EDIT FA CIL IT IES

T hecom ponentsoftheCorporation’srevolvingterm creditfacilitiesinclude:

Asat,($000s) June30,2015 Decem ber31,2014

S yndicatedcreditfacility 585,000 319,000
W orkingcapitalfacility 22,798 23,433

Draw nrevolvingterm creditfacilities 607,798 342,433
U nam ortizedprepaid interestonbankers’acceptances (5,870) (2,084)
U nam ortizeddeferredfinancingfees (1,930) (792)

R evolvingterm creditfacilities 599,998 339,557

O n M ay 11,2015,the aggregate lim it ofBirchcliff’scredit facilitiesw asincreased to $800 m illion from
$750 m illion. In addition to the increase in the credit facilitieslim it, Birchcliff’sbank syndicate also
approvedtheconsolidationoftheCorporation’s$750 m illioncreditfacilitiescom prisedofa$620 m illion
revolving term creditfacility,a$70 m illion non-revolving five-yearterm creditfacility and a$60 m illion
non-revolving five-year term credit facility into a single $800 m illion three-year term extendible
revolving credit facility w ith am aturity date ofM ay 11,2018. Concurrently,the financialcovenants
containedinthecreditfacilitiesw hichpreviously requiredtheCorporationtoensurethatonthelastday
ofeach quarterthe ratio ofEBIT DA to interestexpense,determ ined on ahistoricalrolling fourquarter
basisequaled orexceeded 3.5:1.0,and the ratio ofdebt to EBIT DA,determ ined on ahistoricalrolling
fourquarterbasisdid not exceed 4.0:1.0,w ere rem oved.T he $800 m illion extendible borrow ing base
revolvingterm creditfacility hasnofinancialcovenants.

T he $800 m illion extendible borrow ing base revolving term credit facility iscom prised ofan extendible
revolving syndicated term credit facility of$760 m illion and an extendible revolving w orking capital
facility of$40 m illion. Birchcliffm ay each year,atitsoption,requestan extension to the m aturity date
ofthe syndicated credit facility and the w orking capitalfacility, oreitherofthem , foran additional
periodofuptothreeyearsfrom M ay 11 oftheyearinw hichtheextensionrequestism ade.

T he revolvingterm creditfacilitiesallow forprim e rate loans,U S base rate loans,bankers’acceptances,
lettersofcreditand L IBO R loans. T heinterestratesapplicabletothedraw nloansarebasedonapricing
grid and w illchangeasaresultoftheratioofoutstandingindebtednessto EBIT DA.EBIT DA isdefined as
earningsbefore interest and non-cash item sincluding incom e taxes,stock-based com pensation,gains
and losseson sale of assets, unrealized gainsand losseson financialinstrum entsand depletion,
depreciation and am ortization. T he revolving term credit facilitiesare subject to the S yndicate’s
redeterm ination ofthe borrow ing base once each yearasofN ovem ber15. U pon any change in or
redeterm ination ofthe borrow ing base lim itw hich resultsin aborrow ing base shortfall,Birchcliffm ust
elim inate the borrow ing base shortfallam ount. T he revolving term credit facilitiesare secured by a
fixed and floating charge debenture, an instrum ent of pledge and a generalsecurity agreem ent
encom passingalloftheCorporation’sassets.
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6. N O N -R EVO L VIN G T ER M CR EDIT FACIL IT IES

T hecom ponentsoftheCorporation’snon-revolvingterm creditfacilitiesinclude:

Asat,($000s) June30,2015 Decem ber31,2014

$70 m illionnon-revolvingfive-yearterm creditfacility
(1)

- 70,000
$60 m illionnon-revolvingfive-yearterm creditfacility

(1)
- 60,000

Draw nnon-revolvingterm creditfacilities - 130,000
U nam ortizedprepaid interestonbankers’acceptances - (30)
U nam ortizeddeferredfinancingfees - (494)

N on-revolvingterm creditfacilities - 129,476

(1) O n M ay 11, 2015, Birchcliff’snon-revolving term credit facilitiesw ere consolidated and included in the $800 m illion three-yearterm
revolvingcreditfacility asdescribedinN ote5 inthesefinancialstatem ents.

7. DECO M M IS S IO N IN G O BL IGAT IO N S

A reconciliationofthedecom m issioningobligationsisprovidedbelow :

Asat,($000s) June30,2015 Decem ber31,2014

Balance,beginning 85,824 73,433
O bligationsincurred 1,129 5,751
O bligationsacquired - 1,788
Changesinestim atedfuturecashflow s 157 4,091
Accretionexpense 1,088 2,424
Actualexpenditures (328) (1,663)

Balance,ending
(1)

87,870 85,824

(1) Asat June 30, 2015, Birchcliffapplied arisk-free rate of2.42% to calculate the discounted fairvalue ofdecom m issioning liabilities
(Decem ber31,2014 – 2.43% ).

8. CA P IT A L S T O CK

S hareCapital

(a) A uthorized:

U nlim itednum berofvotingcom m onshares,w ithnoparvalue

U nlim itednum berofpreferredshares,w ithnoparvalue

T he preferred sharesm ay be issued in one orm ore seriesand the directorsare authorized to fix
the num ber of sharesin each seriesand to determ ine the designation, rights, privileges,
restrictionsandconditionsattachedtothesharesofeachseries.

(b) N um berofcom m onsharesandperpetualpreferredsharesissued:

T he follow ing table presentsthe num ber of com m on sharesand perpetualpreferred shares
issued:

Asat,(000s) June30,2015 Decem ber31,2014

Com m onS hares:
O utstandingatbeginningofperiod-Jan1 152,215 143,677
Exerciseofstockoptions 79 2,551
Exerciseofpreferredw arrants - 5,987

O utstandingatendofperiod 152,294 152,215

S eriesA P referredS hares(perpetual):
O utstandingatbeginningofperiod-Jan1 2,000 2,000

O utstandingatendofperiod 2,000 2,000

41 | 2015 S ECO N D Q U AR T ER R EP O R T



CapitalS ecurities

T he Corporation hasoutstanding 2,000,000 S eriesC P referred S haresat June 30,2015 (Decem ber31,
2014 -2,000,000).

Dividends

O n June 2,2015,the Board ofDirectorsdeclared aquarterly cash dividend of$1.0 m illion or$0.50 per
S eriesA P referred S hare and $0.875 m illion or$0.4375 perS eriesC P referred S hare forthe calendar
quarterendingJune30,2015. Bothdividendsaredesignated asaneligibledividend forpurposesofthe
Incom eTax Act(Canada).

P erCom m onS hare

T hefollow ingtablepresentsthecom putationofnetincom e(loss)percom m onshare:

T hreem onthsended

June30,

S ix m onthsended

June30,

2015 2014 2015 2014

N etincom e(loss)andcom prehensiveincom e(loss)($000’s) (4,174) 28,087 (7,653) 67,586

DividendsonS eriesA P referred S hares($000’s) (1,000) (1,000) (2,000) (2,000)

N etincom e(loss)tocom m onshareholders($000’s) (5,174) 27,087 (9,653) 65,586

W eightedaveragecom m onshares(000’s):

W eightedaveragebasiccom m onsharesoutstanding 152,289 145,145 152,266 144,588

Effectsofdilutivesecurities - 7,478 - 5,307

W eightedaveragedilutedcom m onsharesoutstanding
(1)

152,289 152,623 152,266 149,895

N etincom e(loss)percom m onshare($/share)

Basic ($0.03) $0.19 ($0.06) $0.45

Diluted ($0.03) $0.18 ($0.06) $0.44

(1) Asthe Corporation reported alossforthe three and six m onthsended June 30,2015 the basic and diluted w eighted average shares
outstandingarethesam efortheperiod.T hew eighted averagediluted com m onsharesoutstandingatJune30,2015 excludes15,887,370
stockoptionsandperform ancew arrantsthatw ereanti-dilutive(June30,2014 – 4,590,400).

9. S H A R E-BA S ED P A YM EN T S

S tock O ptions

At June 30,2015,the Corporation’sAm ended and R estated S tock O ption P lan perm itted the grant of
optionsin respectofam axim um of15,229,354 (June 30,2014 – 14,591,153)com m on shares. AtJune
30, 2015, there rem ained available for issuance optionsin respect of 2,281,716 (June 30, 2014 –
3,074,681)com m on shares. Forstockoptionsexercised duringthe three m onthsended June 30,2015,
thew eightedaveragesharetradingpricew as$7.93 (June30,2014 – $12.85)percom m onshare.
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A sum m ary oftheoutstandingstockoptionsatJune30,2015 ispresentedbelow :

T hreem onthsended
June30,2015

S ix m onthsended
June30,2015

N um ber
Exercise

price($)
(1) N um ber

Exercise
price($)

(1)

O utstandingatbeginningofperiod 12,884,505 7.92 11,147,672 8.45

G ranted 186,000 7.49 3,257,500 6.63

Exercised (10,000) (5.96) (79,333) (6.32)

Forfeited (112,867) (9.35) (296,801) (8.53)

Expired - - (1,081,400) (9.65)

O utstanding,June30,2015 12,947,638 7.90 12,947,638 7.90

(1) Determ inedonaw eightedaveragebasis.

T he w eighted average fairvalue peroption granted during the three m onthsended June 30,2015 w as
$2.45 (June 30, 2014 – $4.04). In determ ining the stock-based com pensation expense foroptions
issued during the three m onthsended June 30, 2015, the Corporation applied aw eighted average
estim atedforfeiturerateof13% (June30,2014 – 13% ).

T hew eightedaverageassum ptionsusedincalculatingtheBlack-S cholesfairvaluesaresetforthbelow :

T hreem onthsended, June30,2015 June30,2014

R isk-freeinterestrate 0.7% 1.4%
Expected life(years) 4.0 3.9
Expectedvolatility 41.3% 38.4%

A sum m ary of the stock optionsoutstanding and exercisable under the plan at June 30, 2015 is
presentedbelow :

ExerciseP rice Aw ardsO utstanding Aw ardsExercisable

L ow H igh Q uantity

W eighted
Average

R em aining
Contractual
L ife(years)

W eighted
Average
Exercise

P rice Q uantity

W eighted
Average

R em aining
Contractual
L ife(years)

W eighted
Average
Exercise

P rice

$5.96 $6.00 2,165,235 1.82 $5.96 2,165,235 1.82 $5.96
$6.01 $9.00 8,560,203 3.67 $7.50 2,426,994 2.94 $7.84
$9.01 $12.00 1,961,200 1.02 $11.14 1,744,533 0.64 $11.26

$12.01 $14.56 261,000 2.66 $13.07 143,000 1.55 $12.95

12,947,638 2.94 $7.90 6,479,762 1.92 $8.24

P erform anceW arrants

P erform ance w arrantsw ere issued on January 14,2005 aspartofthe Corporation’sinitialrestructuring
to becom e apublic entity.Birchcliffissued 4,049,665 perform ance w arrantsw ith an exercise price of
$3.00 w ithanam ended expirationdateofJanuary 31,2020.T hereare2,939,732 perform ancew arrants
outstandingandexercisableatJune30,2015 (June30,2014 – 2,939,732).

Each stockoption and perform ance w arrant entitlesthe holderto purchase one com m on share at the
exerciseprice.
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10. CA P IT A L M A N A GEM EN T

T he Corporation’sgeneralpolicy isto m aintain asufficientcapitalbase in orderto m anage itsbusiness
in the m ost effective m annerw ith the goalofincreasing the value ofitsassetsand thusitsunderlying
share value. T he Corporation’sobjectivesw hen m anaging capitalare to m aintain financialflexibility in
orderto preserve itsability to m eet financialobligations,including potentialobligationsarising from
additionalacquisitions;tom aintainacapitalstructurethatallow sBirchclifftofinanceitsgrow thstrategy
usingprim arily internally-generated cashflow and itsavailabledebtcapacity;and tooptim izetheuseof
itscapitalto provide an appropriate investm ent return to itsshareholders. T here w ere no changesin
theCorporation’sapproachtocapitalm anagem entduringthesixm onthsendedJune30,2015.

T hefollow ingtableshow stheCorporation’stotalavailablecredit:

Asat,($000s) June30,2015 Decem ber31,2014

M axim um borrow ing baselim it
(1)

:
N on-revolvingterm creditfacilities - 130,000
R evolvingterm creditfacilities 800,000 620,000

800,000 750,000

Principalam ountutilized:
Draw nnon-revolvingterm creditfacilities - (130,000)
Draw nrevolvingterm creditfacilities (607,798) (342,433)
O utstandinglettersofcredit

(2)
(184) (184)

(607,982) (472,617)

U nusedcredit 192,018 277,383

(1) T he Corporation’screditfacilitiesare subjectto an annualreview ofthe borrow ing base lim it,w hich isdirectly im pacted by the value of
Birchcliff’spetroleum and naturalgasreserves. O n M ay 11,2015,theaggregatelim itofBirchcliff’screditfacilitiesw asincreased to $800
m illionfrom $750 m illion.

(2) L ettersofcreditare issued to variousservice providers. T here w ere no am ountsdraw n on the lettersofcreditduring the three m onths
endedJune30,2015.

T hecapitalstructureoftheCorporationisasfollow s:

Asat,($000s) June30,2015 Decem ber31,2014 Change

S hareholders’equity
(1)

1,101,176 1,106,277

Capitalsecurities 48,451 48,296

S hareholders’equity & capitalsecurities 1,149,627 1,154,573 0%

S hareholders’equity & capitalsecuritiesasa% oftotal
capital

(2) 64% 68%

W orkingcapitaldeficit 32,308 76,712

Draw nnon-revolvingterm creditfacilities - 130,000

Draw nrevolvingterm creditfacilities 607,798 342,433

Draw ndebt 640,106 549,145 17%

Draw ndebtasa% oftotalcapital 36% 32%

Capital 1,789,733 1,703,718 5%

(1) S hareholders’equity isdefinedassharecapitalpluscontributedsurplusplusretained earnings,lessany deficit.

(2) O fthe64% ,approxim ately 59% relatestocom m oncapitalstockand5% relatestopreferred capitalstock.
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11. FIN A N CIA L R IS K M A N AGEM EN T

Birchcliffisexposed to creditrisk,liquidity riskand m arketriskaspartofitsnorm alcourse ofbusiness.
T he Board of Directors has overall responsibility for the establishm ent and oversight of the
Corporation’sfinancialrisk m anagem ent fram ew ork and periodically review sthe resultsof allrisk
m anagem ent activitiesand alloutstanding positions. M anagem ent hasim plem ented and m onitors
com pliance w ith riskm anagem ent guidelinesasoutlined by the Board ofDirectors. T he Corporation’s
riskm anagem ent guidelinesare established to identify and analyze the risksfaced by the Corporation,
to setappropriate risklim itsand controlsand to m onitorrisksand adherence to m arketconditionsand
the Corporation’sactivities. Birchcliff’sexposure to credit risk, liquidity risk and m arket risk are
consistent w ith those disclosed in the annual audited financial statem entsfor the year ended
Decem ber31,2014.

Birchcliffhad no risk m anagem ent contractsin place asat orduring the three m onth and six m onths
ended June 30, 2015. T he Corporation actively m onitorsthe m arket to determ ine w hether any
additionalcom m odity priceriskm anagem entcontractsarew arranted.

12. CO N T IN GEN T L IABIL IT Y

T he Corporation’s2006 and 2007 incom e tax filingsw ere reassessed by the CanadaR evenue Agency
(“CR A”)in 2011. T he reassessm entsare based on the CR A’sdeterm ination thatthe tax poolsavailable
to VeracelInc. (“Veracel”), prior to itsam algam ation w ith Birchcliff, ceased to be available to the
Corporationaftertheam algam ation. T heVeraceltax poolsindisputetotaled$39.3 m illionand includes
approxim ately $16.2 m illion in non-capitallosses,$15.6 m illion in scientificresearch and experim ental
developm ent expendituresand $7.5 m illion in investm ent tax credits. T he disputed assessm entsare
outstandingatJune30,2015. T heresolutionofthedisputedassessm entsm ay im pactfutureincom etax
expensebutw illnotim pactcashtaxespayableby theCorporation. M anagem entbelievesthatitw illbe
successfulin defendingitstax position respectingthe Veraceltransaction,and assuch,the Corporation
hasnotrecognizedarelatedprovisionfordeferredincom etax liability atJune30,2015.
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N on-GA A P M easures

T hisS econd Q uarterR eport uses“fundsflow ”,“fundsflow from operations”,“fundsflow percom m on
share”,“netback”,“operating netback”,“estim ated operating netback”,“operating m argin” and “total
debt” w hich do nothavestandardized m eaningsprescribed by generally accepted accountingprinciples
and thereforem ay notbecom parable to sim ilarm easurespresented by othercom paniesw heresim ilar
term inology isused. For further detailson these N on-G AAP m easures, please see “N on-G AAP
M easures” in the M anagem ent’sDiscussion and Analysisforthe three and six m onthsended June 30,
2015.

In addition,thisS econd Q uarterR eport uses: (i)“fundsflow netback” w hich denotespetroleum and
naturalgasrevenue lessroyalties,lessoperatingexpenses,lesstransportation and m arketingexpenses,
lessnet generaland adm inistrative expenses,lessinterest expensesand lessany realized losses(plus
realized gains)on financialinstrum entsand plusany othercash incom e sources; and (ii)“totalcash
costs” w hich are com prised of royalties, operating, transportation and m arketing, general and
adm inistrative and interest costs. S uch m easuresdo not have standardized m eaningsprescribed by
generally accepted accounting principlesand therefore m ay not be com parable to sim ilarm easures
presented by other com paniesw here sim ilar term inology isused. M anagem ent utilizesfundsflow
netbackand totalcash costsaskey m easuresto assessBirchcliff’sefficiency and itsability to generate
the cash necessary to fund future grow th through capitalinvestm ents, pay dividendson preferred
sharesandrepay debt.

A dvisories

U naudited num bers: Allfinancialam ountsreferred to in thisS econd Q uarterR eport forthe three and
six m onthsended June 30,2015 and three and six m onthsended June30,2014 arem anagem ent’sbest
estim atesandareunaudited.

BoeConversions: Barrelofoilequivalent(“boe”)am ountshavebeencalculatedby using theconversion
ratio ofsix thousand cubicfeet(6 M cf)ofnaturalgasto one barrelofoil(1 bbl). Boe am ountsm ay be
m isleading,particularly if used in isolation. A boe conversion ratio of 6 M cf to 1 bblisbased on an
energy equivalency conversion m ethod prim arily applicable at the burnertip and doesnot represent a
valueequivalency atthew ellhead.

M cfeConversions: Thousandsofcubicfeetofgasequivalent(“M cfe”)am ountshavebeencalculated by
using the conversion ratio ofone barrelofoil(1 bbl)to six thousand cubicfeet (6 M cf)ofnaturalgas.
M cfeam ountsm ay bem isleading,particularly ifusedinisolation. A conversionratioof1 bblto6 M cfis
based on an energy equivalency conversion m ethod prim arily applicable at the burnertip and doesnot
representavalueequivalency atthew ellhead.

O perating Costs: R eferencesin thisS econd Q uarterR eportto“operating costs” excludestransportation
andm arketing costs.

D rilling Locations: ThisS econd Q uarterR eport disclosespotentialdrilling locationsin three categories:
(i)proved locations;(ii)probable locations;and (iii)unbooked locations.Proved locationsand probable
locationsare proposed drilling locationsidentified in the 2014 R eservesEvaluation that have proved
and/orprobable reserves,asapplicable,attributed to them in the 2014 R eservesEvaluation.U nbooked
locationsare internalestim atesbased on Birchcliff’sprospective acreage and an assum ption asto the
num berofw ellsthatcan bedrilled persectionbased on industry practiceand internaltechnicalanalysis
review .U nbooked locationsdo nothaveattributed reserves.O fthe3,505.2 netexisting horizontalw ells
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and potentialnetfuture horizontaldrilling locationsidentified herein,432.2 areproved locations,166.6
are probable locationsand 2,906.4 are unbooked locations.U nbooked locationsare potentiallocations
that have been identified by m anagem ent based on evaluation of applicable geologic, seism ic,
engineering, production and reservesinform ation. There isno certainty that Birchcliff w illdrillall
unbooked drilling locationsand ifdrilled,thereisnocertainty thatsuch locationsw illresultinadditional
oilandgasreserves,resourcesorproduction.Thedrilling locationsonw hich Birchcliffactually drillsw ells
w illultim ately dependupontheavailability ofcapital,regulatory approvals,seasonalrestrictions,oiland
natural gas prices, costs, actual drilling results, additional geological, geophysical and reservoir
inform ation that isobtained and otherfactors. W hile certain of the unbooked drilling locationshave
been derisked by drilling existing w ellsin relative close proxim ity to such unbooked drilling locations,
som e ofthe otherunbooked drilling locationsare fartheraw ay from existing w ellsw here m anagem ent
haslessinform ation about the characteristicsof the reservoirand therefore there ism ore uncertainty
w hetherw ellsw illbedrilled in such locationsand ifdrilled thereism oreuncertainty thatsuch w ellsw ill
resultinadditionaloilandgasreserves,resourcesorproduction.

InitialP roduction R ates: Any referencesinthisS econd Q uarterR eporttoinitialproductionratesforany
w ellsare not determ inative of the ratesat w hich such w ellsw illcontinue to produce and decline
thereafterand are not necessarily indicative of the long-term perform ance orthe ultim ate recovery of
such w ells.S uch ratesm ay bebasedonfieldestim atesandm ay bebasedonlim iteddataavailableatthe
tim e.

Forw ard-Looking Inform ation: ThisS econd Q uarterR eportcontainsforw ard-looking inform ationw ithin
the m eaning of applicable Canadian securitieslaw s. Forw ard-looking inform ation relatesto future
eventsorfuture perform ance and isbased upon Birchcliff’scurrent internalexpectations, estim ates,
projections, assum ptionsand beliefs. Allinform ation other than historicalfact isforw ard-looking
inform ation. Inform ation relating to reservesand resourcesisforw ard-looking asitinvolvestheim plied
assessm ent,based on certain estim atesand assum ptions,that the reservesand resourcesexist in the
quantitiesestim ated and thatthey w illbe com m ercially viable to produce in the future. W ordssuch as
“plan”,“expect”,“project”,“intend”,“believe”,“anticipate”,“estim ate”,“estim ated”,“forecast”,“m ay”,
“w ill”,“potential”,“proposed” andothersim ilarw ordsthatconvey certaineventsorconditions“m ay” or
“w ill” occurareintendedtoidentify forw ard-looking inform ation.

In particular,thisS econd Q uarterR eport containsforw ard-looking inform ation relating to: Birchcliff’s
plansandotheraspectsofitsanticipatedfutureoperations,m anagem entfocus,strategiesandpriorities,
including Birchcliff’sintention to construct and operate the Elm w orth G asPlant;expected resultsfrom
Birchcliff’sportfolio ofoiland gasassetsand resultsofoperations;statem entsw ith respectto expected
reserves increases; statem ents regarding Birchcliff’s 2015 capital budget and its revised capital
expenditure program ,including the anticipated sourcesof funding foritscapitalexpenditure program
and itsplan to drillatotalof 32 (31.5 net) w ells; Birchcliff’sproposed exploration and developm ent
activitiesand the tim ing thereof, including w ellsto be drilled and brought on production; Birchcliff’s
estim atesof itsannualaverage production for2015, 2015 annualaverage production grow th, 2015
fourth quarteraverage production and 2015 exit production; Birchcliff’sexpectation that it w illhave
strong average production in the first quarterof 2016; Birchcliff’sexpectation that service costsw ill
continue to fall; proposed expansionsof the PCS G asPlant, including the anticipated processing
capacitiesof the PCS G asPlant aftersuch expansionsand the anticipated tim ing of such expansions;
Birchcliff’sexpectation that it hasenough firm transportation capacity to m eet itsproduction guidance
and that additionalfirm transportation w illbecom e available to Birchcliff; Birchcliff’sexpectation that
theoperating costreductionsthatithasim plem ented w illfurtherreducecostsoverthelong-term atthe
PCS G asPlant; estim atesof potential future drilling locationsand opportunities; and Birchcliff’s
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expectation that the successof itstw o M ontney D4 w ellsin the Elm w orth areaw illresult in follow -up
drilling by Birchcliff and significant future reservesadditions. In addition, thisS econd Q uarterR eport
includestheforw ard-looking inform ationidentified intheM anagem ent’sDiscussionand Analysisforthe
three and six m onths ended June 30, 2015 under the heading “Advisories – Forw ard-Looking
Inform ation”.

The forw ard-looking inform ation contained in thisS econd Q uarter R eport isbased upon certain
expectationsand assum ptions, including: prevailing and future com m odity prices, currency exchange
rates, interest rates, inflation rates, royalty ratesand tax rates; the state of the econom y and the
exploration and production business; the econom ic and political environm ent in w hich Birchcliff
operates; the regulatory fram ew ork regarding royalties, taxesand environm entallaw s; anticipated
tim ing and resultsofcapitalexpenditures;the sufficiency ofbudgeted capitalexpendituresto carry out
planned operations; resultsof operations; operating, transportation, m arketing and general and
adm inistrativecosts;theperform anceofexisting andfuturew ells,w ellproductionratesandw elldecline
rates;w elldrainageareas;successratesforfuturedrilling;reservesandresourcevolum esandBirchcliff’s
ability to replace and expand oiland gasreservesthrough acquisition,developm ent orexploration;the
im pact of com petition; the availability of, dem and for and cost of labour, servicesand m aterials;
Birchcliff’sability to accesscapital;the ability to obtain any necessary regulatory approvalsin atim ely
m anner;theability ofBirchclifftosecureadequatetransportationforitsproducts;and Birchcliff’sability
to m arket oiland gas. In addition,Birchcliff hasm ade the follow ing key assum ptionsw ith respect to
certainforw ard-looking inform ationcontainedinthisS econdQ uarterR eport:

W ith respect to statem entsregarding Birchcliff’sintention to construct and operate the
Elm w orth G asPlant, the key assum ptionsare that: future drilling in the Elm w orth area is
successful;the acid gasdisposalw elldrilled by Birchcliff iscapable of handling the volum esof
acid gasto be produced at the plant and com pliesw ith allregulatory requirem ents; there is
sufficientlabour,servicesandequipm entavailable;Birchcliffw illhaveaccesstosufficientcapital
tofundtheElm w orth G asPlant;andcom m odity pricesw arrantproceeding w ith theconstruction
oftheElm w orth G asPlantandthedrilling ofassociatedw ells.

W ith respecttostatem entsregarding expectedreservesincreases,thekey assum ptionsarethat:
theproductionfrom Birchcliff’sw ellsm eetorexceedexpectations;andinconducting itsreserves
evaluation, Birchcliff'sindependent reservesevaluator w ill concur w ith Birchcliff’sinternal
technicalinterpretations.

W ith respecttostatem entsoffuturew ellstobedrilledandbroughtonproductionandestim ates
ofpotentialfuture drilling locationsand opportunities,the key assum ption isthe validity ofthe
geologicaland othertechnicalinterpretationsperform ed by Birchcliff’stechnicalstaff, w hich
indicatethatcom m ercially econom icvolum escanberecovered from Birchcliff’slandsasaresult
ofdrilling such futurew ells.

W ith respect to statem entsregarding Birchcliff’s2015 capitalbudget and itsrevised capital
expenditure program , the key assum ption is that Birchcliff realizes the annual average
production target of 39,000 to 40,000 boe/d and the com m odity pricesupon w hich Birchcliff’s
revised capitalexpenditure program isbased,being an expected annualaverage W TIprice of
U S $50.00 perbarrelof oiland an AECO price of CDN $2.70 perG J of naturalgasduring 2015.
Birchcliffm ay adjustits2015 capitalbudgetorfurtheradjustitscapitalexpenditureprogram to
respond to changesin com m odity pricesand other m aterial changesin the assum ptions
underlying its2015 capitalexpenditureprogram .
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W ith respect to estim atesasto Birchcliff’sannualaverage production for2015,2015 annual
average production grow th,2015 fourth quarteraverage production and 2015 exit production
and statem entsthatBirchcliffexpectsstrong averageproductioninthefirstquarterof2016,the
key assum ptionsarethat:nounexpected outagesoccurintheinfrastructurethatBirchcliffrelies
on to produce itsw ells; the construction of new infrastructure m eetstim ing expectations;
existing w ellscontinueto m eetproduction expectations;and future w ellsscheduled to com e on
productionm eettim ing,productionandcapitalexpenditureexpectations.

W ith respect to statem entsregarding the sourcesoffunding forBirchcliff’scapitalexpenditure
program ,the key assum ption isthat Birchliff’sforecastsof production,com m odity pricesand
fundsflow arevalid.

W ith respecttostatem entsregarding proposed expansionsofthePCS G asPlant,theanticipated
processing capacitiesofthe PCS G asPlant aftersuch expansionsand the anticipated tim ing of
such expansions,the key assum ptionsare that: future drilling issuccessful; there issufficient
labour,servicesand equipm ent available;Birchcliffw illhave accessto sufficient capitalto fund
thoseprojects;and com m odity pricesw arrantproceeding w ith theconstruction ofsuch facilities
andthedrilling ofassociatedw ells.

W ith respecttostatem entsthatthesuccessofBirchcliff’stw oM ontney D4 w ellsintheElm w orth
area isexpected to result in follow -up drilling by Birchcliff and significant future reserves
additions,the key assum ptionsare that:future drilling issuccessful;there issufficient labour,
servicesand equipm ent available; Birchcliff w illhave accessto sufficient capitalto fund such
future drilling;and com m odity pricesw arrant proceeding w ith such future drilling.In addition,
statem entsregarding futurereserveadditionsassum ethatinconducting itsreservesevaluation,
Birchcliff’s independent reserves evaluator w ill concur w ith Birchcliff’s internal technical
interpretations.

U nduerelianceshould notbeplaced on forw ard-looking inform ation,astherecan beno assurancethat
the plans, intentions, expectationsorassum ptionsupon w hich they are based w illoccur. Although
Birchcliff believesthat the expectationsand assum ptionsreflected in the forw ard-looking inform ation
are reasonable, there can be no assurance that such expectationsw illprove to be correct. Asa
consequence,actualresultsm ay differm aterially from thoseanticipated.

Forw ard-looking inform ation necessarily involvesboth know n and unknow n risksand uncertaintiesthat
could cause actualresultsto differm aterially from those anticipated,including,butnotlim ited to:risks
associated w ith oiland gasexploration, production, transportation and m arketing; uncertainty of
geological and technical data; im precision of reservesand resource estim ates; operational risks;
environm entalrisks; lossof m arket dem and; stock m arket volatility; general econom ic conditions
affecting ability to accesssufficient capital; com m odity price fluctuations; changesin governm ental
regulation of the oiland gasindustry, including changesto the royalty and carbon tax regim es; and
com petitionfrom othersforscarceresources.

Theforegoing listofriskfactorsisnotexhaustive. Additionalinform ationontheseand otherriskfactors
that could affect operations or financial results are included in Birchcliff’s m ost recent Annual
Inform ation Form and in otherreportsfiled w ith Canadian securitiesregulatory authorities. Forw ard-
looking inform ation isbased on estim atesand opinionsofm anagem ent at the tim e the inform ation is
presented. Birchcliffisnot underany duty to update the forw ard-looking inform ation afterthe date of
thisS econd Q uarterR eport to conform such inform ation to actualresultsorto changesin Birchcliff’s
plansorexpectations,exceptasotherw iserequiredby applicablesecuritieslaw s.
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Birchcliffpreviously disclosed in itspressreleaseofN ovem ber12,2014 thatitw asinitially targeting exit
production for2015 of approxim ately 48,000 to 50,000 boe perday and that the capitalexpenditure
required to achieve thisproduction target w asexpected to be approxim ately $450 m illion to $500
m illion. Com m odity priceshave declined significantly since the latter half of 2014. In addition, the
Corporation announced on February 11,2015 its2015 capitalexpenditure budgetof$266.7 m illion and
hassincefurtherrevisedits2015 capitalexpenditureprogram toapproxim ately $250 m illionasdisclosed
in the Corporation’spressrelease dated August 12, 2015. Prim arily asa result of the decline in
com m odity pricesand the revisionsto Birchcliff’scapitalexpenditure program ,Birchcliffhasrevised its
2015 exitproductionguidanceto41,000 to42,000 boeperday.

Any “financialoutlook” contained in thisS econd Q uarterR eport,assuch term isdefined by applicable
securitieslaw s, isprovided for the purpose of providing inform ation about m anagem ent’scurrent
expectationsand plansrelating to the future.R eadersare cautioned that reliance on such inform ation
m ay notbeappropriateforotherpurposes.
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