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INTRODUCTION:

This Management's Discussion and Analysis ("MD&A") was prepared asSNovember 5, 2015. It is provided
to assist readers in understandingBACh em Cor f£.h’'esn” ( ‘oBr it h dinaficial@erfprmamge fo)
the three and nine months ended September 30, 2015and significant trends that may affect future
performance of the @mpany. This MD&A should be read in conjunction with theunaudited interim
condensedfinancial statements forthe period ended September 30, 2015, as well as the annual audited
consolidated financial statements for the twelve months ende®ecember 31, 2014

The Company’ s cordenses mterimdfiaanaal statements are prepared in accordance with
Internationa | Financi al Reporting Standards (“I FRS") and In
Financial Reporting”, and are presented in Canadian dol

The Company sold its steel pipe manufacturing and steel pipe distributiom usi nesses (“Discon
Operations”) ef fec@h evre’ sJ uld ws ilnSe s s2 Oolpde.r aBriion s, financi al
results will be concentrated entirely on its North American leading oil and gas drilling fluids distribution,

blending&p ackagi ng businesses (“Continuing Operations”).

The Co m@atnying Operationsconsolidated financial statements include the accounts of B€hem
Corp. and its subsidiariesas follows:
1 Bri-Chem Supply Ltd.,
1 Sodium Solutions Inc.,
1 Solution Blend Sevice Ltd.,
1 Bri-Corp USA, Inc., including its three subsidiaries B&hem Supply Corp, LLC, Sun Coast Materials,
LLC and BriChem Logistics, LLC,

The Co mpisconginuesl Operations include the accounts 0100266 Alberta Ltd. (formerly Bri-Steel
Corporation), and 1564316 Alberta Ltd(formerly 70% owned Bri-Steel Manufacturing Ing.

All references in this report to financial information concerning the Company refer to such information in

accordance with IFRS. This report also makes reference to cdrtanon-IFRS measures in assessing the
Campany’' s f i nan cNoalFRSmeastres domatiave any standard meaning prescribed by IFRS

and are therefore unlikely to be comparable to similar measures presented by other issuers. These ABRS

financial measures and additional information should not be considered in isolation or as a substitute for
measures prepared in accordance with | FREFRS WMbkhasar enga
section of the report.

Ref erences in Chém” MDi&WWAe t oCdmBpany” , “ u<hem Corpvant jts and “ C
subsidiaries, unless the context otherwise requires. Additional information relating to the Company, including

the annual information form for the year endedDecember 31, 2014is available on the System for Electronic
Document Analysi s an dwvRsedarcone v al (“SEDAR”) at


http://www.sedar.com/#http://www.sedar.com
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CAUTIONARY STATEMENREGARDING FORWARDOOKING INFORMATION:

Certain statements contained inthis MD&A constitute forward-looking statements. These statements relate

to future events or BriChem's future plans and performance. All statements other than statements of

historical fact are forward-l ook i ng statement s. The us@abé” ,an¥ycoonft i mn
estimate”, “expect”, “may” , wi |l ", “project”, “shou
identify forward -looking statements. These statementmvolve known and unknown risks, uncertainties and

other factors that may cause actual results or events to differ materially from those anticipated in such
forward-looking statements. BriChem believes the expectations reflected in those forwarlboking

statements are reasonable but no assurance can be given that these expeaotat will prove to be correct and

such forward-looking statements included in this MD&A should not be unduly relied upon.

In particular, this MD&A contains forwardlooking statements pertaining to the following:

¢ adequacy of capital resources required tfinance the Company's inventories and other
operations;

* the business objectives of the Company;

* results of operations and the performance of the Company;

¢ the ability of the Company to extend its credit facilities;

¢ the ability of the Company b develop its relationships with customers and potential new
customers; and

¢ the ability of the Company to expand and broaden its areas of operation.

With respect to the forward-looking information contained in the MD&A, BriChem has made assumptions
regarding, among other things:
¢ the Company's relationships with its key suppliers and customers;
¢ economic conditions that influence the demand of the Company's customers for supplies and
services;
* the Company's cash flow from sales; and
* the availability of existing credit facilities.

Although the forward-looking information contained in this MD&A is based upon what Management believes
are reasonable assumptions, Bf€hem cannot assure readers that actual results will be consistent with this
forward -looking information. Although the Company believes that the expectations reflected in the forward
looking information are reasonable, there can be no assurance that such expectations will prove to be correct.
The Company cannot guarantee future results,\els of activity, performance or achievements. Consequently,
there is no representation by the Company that actual results achieved will be the same in whole or in part as
those set out in the forwardlooking information. Some of the risks and other facrs, some of which are
beyond the Company's control, which could cause results to differ materially from those expressed in the
forward -looking information contained in this MD&A, include but are not limited to:

¢ supply and demand for oilfield servicesand drilling flui ds;

* competition for, among other things, capital and skilled personnel;

* incorrect assessments of the value of acquisitions;

¢ fluctuations in the market foroil and natural gas and related products and services;

* liabilities and risks, induding environmental liabilities and risks inherent in chemical

storage and handling and oil and natural gas service operations;

¢ fluctuations in foreign exchange or interest rates;

* political and economic conditions;

e failure of counter-parties to perform on contracts;



® BRI-CHEM

Right product. Right place. Right time.
MD&A DISCUSSION & ANALY SiSSeptember 30, 2015

*  regional competition;

¢ the Company's ability to attract and retain customers;

* amounts retained by the Company for capital expenditures;

¢ volatility in market prices for oil and natural gas and the effect of this volatility orthe demand
for oil and gas services generally;

¢ stock market volatility and market valuations;

¢ unplanned equipment outages and other unforeseen disruptions that may affect operations;

* the presence of heavy competition in the industry in which the Copany currently operates;

* general economic conditions in Canada and the United States and globally;

¢ the availability of capital on acceptable terms; and

e the other factors disclosed under “Risk & Uncerta
Many of these risk factorsae di scussed further in detail herein, spe
section, and in the Company’s Annual I nformation Form

www.sedar.com. Readers are also referred to the risk factors desceith in other documents filed with
Canadian securities commissions periodically throughout the year.

Readers are cautioned that these factors and risks are difficult to predict. Accordingly, readers are
cautioned that the actual results achieved will vary  from the information provided herein and the
variations may be material. Readers are also cautioned that the list of factors above and the risk
AAAOTI OO OAO &I OO6E O1 AAO OEA EAAAEI C O2EOEO O 51 AAOOAE
reliance on any forward -looking statements to make decisions with respect to an investment in
securities of Bri -Chem, prospective investors and others should carefully consider the factors
identified above and other risks, uncertainties and potential changes that may cause actual results or
events to differ materially from those anticipated in such forward -looking statements. In addition,
the forward -looking statements contained in this MD&A are made as of the date of this MD&A. Bri -
Chem does not undertake any obligat ion to publicly update or to revise any forward -looking
statements except as expressly required by applicable securities laws. The forward -looking
statements contained in this MD&A are expressly qualified by the cautionary statements contained
herein.
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2015 THIRD QUARTEROVERALL PERFORMANCE:

4EA AEOAOOOEIT EI OEEO OAAOEIT EO NOAI EZEAA EF EOO Al
,TTEETC )1 & Ol ACET 16 OAAOEI T DOAOAT OAA AG préviadd foAACET T ET
information purposes only and readers are cautioned the information contained herein may not be appropriate

for other purposes.

Bri-Chem continued to drive ahead on several key initiative® confront the challenges from the sustained
low commodity price environment that continues to significantly impact our industry in the third quarter of

2015. Wehave successfullffocused ondriving structural changes toour businessmodel to improve efficiency
and reduce our overall cost structure. The results for the third quarter of 2015 demonstrate that our
infrastructure right sizing initiatives can position the Company toproduce positive cash flowsat current oil

and gas price and activity levels, andhas placed BriChemin a significantly better operating position heading

into Q4 and fiscal 2016.

During the third quarter, we:

Reduced inventory by $.2 million ($17.5 million year to date);

Reduced senior operating debt by 3.7 million ($19.4 million year to date);

Reducedannualizedoperating expenses by 8.7 million ($2.9 million year to date);

Consolidated oneNorth American warehouselocation (4 year to date) and three officdocations;

Identified additional workforce reductions and implementedthem in early September, resulting in an

additional 10% reduction of our workforce in 2015;

1 Implemented another round of right-sizing initiatives in September that will provide BriChem with
approximately $1.2 million of additional annual savings. We have nowuccessfully reduced2015
annualized fixed coss by approximately $4.4 million heading into fiscal 2016

1 Reinforced our competitive advantage by continuing to deliveconsistent and reliable high value
services to our customersacross North America; and

1 Managel our liquidity and began tore-focus activities on cash flow generation.

= =4 =4 -8 -9

Bri-C h e m’ lidaten negenues fromcontinuing operations for the third quarter of 2015 was $27,494,615
compared to $%3,283,129 from the prior period in 2014, a decreaseof 48.4%. This quarter-over-quarter

revenue decrease isa direct result of the decline in fiscal 2015 drilling activity throughout North America

which continued into Q3. Consolidated revenues fromcontinuing operations for the nine months ended
September 30, 2015were $75,314,368 compared to $34,416,336 for the comparable period in 2014, a
decrease 0#4.0%.

Earnings before interest, taxes, amortization and depreciationand sharebased payments gpense
( “ EBI T D AZ2,3B9,0M2ars$0.1P per shareand $,934,832or $0.12 per share respectivelyfor the three
and nine month periods ended September 30, 2015 compared to $,460,579 and $11,346,886 respectively
for the same periods in2014. EBITDA, excludinga foreign exchangegain of $1,237,337, was #,101,735 for
the three months endedSeptember 30,2015, which is adecrease of 8,784,463, net of foreign exchange
gains, for the same period in 204. Net earnings for the three month period was$351,479 or $0.01 diluted
earnings per share and net loss of $984,329 or $0.04 diluted loss per share for thenine months ended
September 30, 2015as compared tonet earnings of $3,355,881 from continued operationsand net earnings
from continuing operations of $4,480,567 respectively for the same periods in 2014.

North American Drilling Fluids Distribution Divisi ons

Bri-Chem's Canadian drilling fluids distribution divisian saleswere $8,911,125and $2,732,810for the three
and nine months ended September 30, 2015compared to sales of $3,122,393 and $1,336,517 over the
comparable periodsin 2014.IntheWestem Canadi an Se dW@eBn)active grillirg aigs inthe ( “
third quarter of 2015 were down approximately 51.3% over the prior year s  tqbaiter, caveraging 183
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compared to 377 for the same period in 2014.For the first nine months of 2015 the WCS® had 176 less rigs
operating on average compared tothe same nine monthsof 2014, a decrease of approximatel$8.1%. In the
third quarter of 2015, industry drilling utilization rates averaged 24.2%, representing a decreasein
utilization rates of 23.5% from the same period last year when drilling rig activity averaged47.7%. The
number of wells drilled in @3 2015 in Western Canadavas 1,166, compared to the3,022 wells drilled in Q3
2014, representing a decrease d@1.4% quarter over quarter.

Bri-C h e riyhited States drilling fluids distribution division generated sales of $2,913,842and $36,990,325
for the three and nine month periods ended September 30, 2015 conpared to revenues of 21,155,073 and
$51,841,195in the comparable periods of 2014, representing decreases of $8,241,231 or 39% quarter over
quarter, while decreasing28.6% year over year The decline in revenue idue to a 43.0% reduction in the
USA rig countfor the nine months of 2015as the average number of activerigs running during the nine
months of 2015 was1,051 compared to1,843for the same comparable period ir2014.

North Ameri can Drilling Fluids Blending & Packaging Divisions

Bri-C h e nCarmdian fluids blending and packaging divisiogenerated sales of $4,171,850 and $11,204,564
for the three and nine month periods ended September 30, 2015, compared to revenues of $6,460,543 and
$14,754,038 in the comparable periods of 2014, representing decreases of 35.4% quarter over quarter and
24.1% year over yearAs discussed above his deaease is due to considerable decline in drilling activity in
2015 resulting from the significant decrease in crude oil and natural gas prices.

Bri-Chem’s USA fluids blending and 1487%788a0di%3§6,66% ovthes i o n

three and nine month periods ended September 30, 2015compared to $£,545,120 and 6,484,586
representing decreass of 41.2% and 32.4% respectively.

Outlook Summary

With the persistent industry downturn of drilling activity experiencedin 2015, there remairs a fair amount of
uncertainty as to the durationof the commodity price volatility, which in turn will continue to put strain on
drilling activit y throughout North America. Although many capital projects have been delayed or cancelled as
a result of the industry downturn, which impacts the demand for drilling fluid products, Bri-Chem has
successfully maintained its national distribution infrastructure which has reinforced our competitive
advantageto our customers in the marketplace. In addition, ranagement has continuedto implement more
cost saving initiativesin Q3 which will now result in annualized fixed cost savings of approximately 464
million. Since the beginning of the yearBri-Chemhasalso decreasedits inventory levels by $17.5 million and
has reducedits senior debt by $19.4 million. Over the medium to longer term, the Company is positioned to
manage through this industry downturn given its solid customer relationships, diverse geographic product
offering, and low operating overhead.

The Pdroleum Services Association of Canada (PSAC) has forecasted totall @38 wells to be drilled in
Canada for thefourth quarter of 2015, a decrease 059.3% over the prior year fourth quarter. In addition,
PSAC has also forecastes] 146 wells to be drilled in Canada for 2016which is a3.6% decrease from 2015.
The number of rigs operating in the USA is expected to weaken in the fourth quarter as supply gluts continue
to lower drilling activity in all the major resource play in the USA.

Management's stategy in the current environment is to preserve working capital, pay down debt amidst an
aggressive inventory reduction program and maintain flexibility to be able to respond to opportunities that
are presented when the market does recover. With minimum ¢eex requirements, the Company will continue

to provide superior customer performance while maintaining its corporate “Right-Szi n @rid “Debt-
Reduction” initiatives. Overall, BritCh e m’ s e xirdestytinfrastrueture located throughout Canada and
the U.S., its diversified product mix and blending services, blue chip customer base, and low cost and highly
scalable business model, collectively, will serve to be a valuable contributor to many customers throughout
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North America during this difficult period and will benefit significantly when the market returns to more
reasonable levels.

DESCRIPTION OF BUSESES

Bri-Chem has established itself, through a combination of strategic acquisitions and organic growth, as the
North American industry leader for the

distribution and blending of oilfield drilling, | 0il & Gas Fluids Process Flow |

completion, stimulation and production S —

chemical fluids. We sell, blend, package and -
distribute a full range of drilling fluid Drilling Fluids

products, — cementing, ~acidizing =~ ad - fumeessmat| BRREEREED | et | fommotomgon
stimulation additives from 27 strategically

located warehouses throughout Canada and
the United States. BrAChem has been
operating in Canada since 1985 and as &
result of the increasing market demand for
oilfield chemicals, we expanded into the
United States in 2011 and have successfully
obtained sigrificant market penetration.
Additional information about Bri-Chem is
available atwww.sedar.comor at Bri-Chem's
website atwww.brichem.com.

| Production Chemicals

Well maintenance Enhance production

The Company is headquartered in Edmonton,
Alberta and owns a 100% interest in Br
Chem Supply Ltd. ("BAChem Suply"), 100%
interest in Sodium Solutions Inc. ("Sodium"),100% interest in Solution Blend Service Ltd("Solution Blend"),

100% interestin Bri-Cor p USA -Qonrcp.” )(,“ Buhii ch has t hree -ChéDSupplg wn e d
Corp, LCiCe rh “ BRAN” )Coast Materials,-Che@® (bustCocastLLCafnd

The Company divested its steel pipe manufacturing
Operations”) ef f ec@h evre’ sJ uldl ws i lnbefimasitiGbhmtecoreddpondimgsoperating
results are now presented ancconcentrated entirely on its North American leading oil and gas drilling fluids

di stribution, bl ending & packaging businesses as f
NORTH AMERICANDILFIELD CHEMICALDIVISIONS

Canadian Drilling FluidDistribution Division

Bri-Chem is one of Canada's largest wholesale distributors of drilling fluid products to the oil and gas industry

in the Western Canadi an Bhe drillimgydluds alivigion fBcases om th¢ dil WQ&B " ) .

drilling stage, providing over 100 drilling fluid products and custom-blended products to major and
independent oilfield service companies.Bri-Chem distributes its drilling fluid products from 13 strategically
located warehouses throughout the WCSB. Dirilling fluids are used in the process of drilling deep vertical
horizontal boreholes. The drilling fluids are an integral part of the drilling process, serving a number of
functions, including controlling subsurface presures, lubricating the drill bit, stabilizing the wellbore, and
carrying the cuttings to the surface, among other functions

S

and

L

0\
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USA Dirilling Fluids Distribution Division

Bri-Chem services its USA drillindluids customers throughits 16 warehouselocations strategically placed in
the magjor resource plays in the USAThe division is establishing its market presence as a leading full service
independent national wholesaler of drilling fluids to service the USA unconventional resource plays. The USA
does ot experience the seasonality of that in the WCSB and therefore maintains a more consistent active rig
count. Bri-Chem will continue to focus on expanding its product offerings in the regions it currently services
as well as expanding into new geographicegions in the USA to meet the increasing demand for drilling fluids
from independent drilling fluid engineering companies.

CanadianFluids Blending and Packaging Division

The WCSB oil and gas drillingand completion segment also utilizes a significant anount of cementing,
stimulation, fracturing and production chemicalfluids. Many of these products are a blended formulation
utilizing specialty additives that Bri-Chem can supply in both packaged and truckload quantities. Cementing is
performed when the cament slurry is deployed into the well via pumps, displacing the drilling fluids still
located within the well, and replacing them with cement. Well stimulation involves introducing special blends
of chemicals and acid to oil or gas producing formations imrder to diminish or eliminate unwanted
materials. The fracturing process injects fluids and sand at high pressure which creates small fractures in the
rock that extend out from the well.Production chemicalsare specialty blended products that help maxinze
well production and minimize well maintenance costsThe addressable size of thesmarkets is significant
and Bri-Chem continues to grow its business msence in each of thesduid applications. Bri-Chem has
dedicated facilities, located in AchesonCanrose and Calgary, Alberta, with capacity to blend and package
specialty additive fluids for customer specific products.

On December 1, 2014, Bi€Chem acquired 100% of the issued and outstanding shares of Solution Blend
Service Ltd. ( “n Rlbdrta based hquidBHdlerdmgicbmpany far production and stimulation
oilfield chemicals. The total consideration paid on closing consisted of i) $4,650,683 in cash, and (ii) the
issuance of a promissory note with fair value of $445,1755olution Blend, bcated in Calgary, AB, is leading
specialty blending company for the stimulation and production chemical segment of the oilfield chemical

i ndustry. The company’'s strategic advantage is ensurin
oilfield blended products, operating in safe and environmentally controlled facility, while maintaining
compliance regulations, proficient warehouse managemen!

strong market position with many long term customersand Bri-Chem entered into employment agreements
with key members of management which is expected to provide for a seamless integration. The acquisition of
Solution Blend expands BHChem into the liquid stimulation and production oilfield blending chemical
segment. In addition, BriChem, will explore expanding their operations into key regions within the USA
network of warehouses.

USAFIluids Blending and Packaging Division

On September 6, 2013, the Company acquired assets and business apens of Sun ©Gast Materials LLC

("Sun Coast"), a California based packager and specialty cement blender to oil well contractors operating in

southern and central California. The acquisition of Sun Coast and their transportation fleet further expands

Bri-Ch e m’ s  pfferongk untotthe USA market and provides a solid growth platform to offer cementing

products and blending servicegdo other regions in theU S A . Sun Coast’'s business curr
overlap with Bri-Chem and they have built a strong marketgsition with many long term customers.

Training and Fluid Analysis

With a laboratory in Calgary, Alberta, BHChem serves its customers throughout the WCSB with testing
equipment, quality assurance, mud school training, and research and analysisvafious oilfield Chemicals



£
® BRI-CHEM
Right product. Right place. Right time.
MD&A DISCUSSION & ANALYSIESeptember 30, 2015

Seasonality of Operations

Weather conditions can affect the sale of the Company's fluids, chigad, and services. The ability to move
heavy equipment in the Canadian oil and natural gas fields is dependent on weather conditions.aAsesult,
spring months in Western Canada and the duration of the spring breakp have a direct impact on the
Company's activity levels. In addition, many exploration and production areas in the northern WCSB are
accessible only in winter months when theground is frozen hard enough to support the weight of heavy
equipment. The timing of freezeup and spring breakup affects the ability to move equipment in and out of
these areas. As a result, late March through May is traditionally the Company's slowestipd.

Growth Strategy

4EA AEOADOOOEIT T EI OE SAAOGETI T EO NOAI E£ZEAA EF EOO
,TTEETC )1 &£ Oi AGET 106 ET 1 ET1 (

Al
DOAOCAT OAA AO OEA AACE T

E

Bri-Chem will continue to focus on its North Americarbusinessstrategy of becomingmore basic in drilling

fluids by seeking to become more directly involved in the manufacturing and blending of drilling fluid

products. The recent acquisition of Solution Blend, an Alberta based liquid blending facility forrpduction

and stimulation oilfield chemicals, is expected to position BrChem to move into the liquid stimulation and

production oilfield blending chemical segment, and build a strong market position with many long term

customers. The Company will contine to evaluate other drilling fluid and blending segmentswhich will add

support to Bri-Chem’ s f ocus on becomi ng oifieldechemiealsdppliergin Nothl | y i nt
America.

In the USA, BAChem will continue establishing itself as the leadng national independent wholesale
distributor of drilling fluids for the unconventional resource plays in the USA oil and gas market. Wecently
commissioneda new dl mud blending facility in Oklahomato complement the existing blending facility we
havelocated in Leetsdale, Pennsylvania and are exploring other such facilities in Texas.
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FINANCIA MARY

The following selected thremonth periodconsolidated financial information has been derived from and should be
read in conjuition with theC o mp a Thiyd@Qsarter Report for the period end&dptember30, 2015

For the three months ended

Consolidated statements of operations September 30
2015 2014 @
Sales $ 27,494,615 $ 53,283,129 $ (25,788,514) (48.4%)
Gross margin 4,833,108 9,662,741 (4,829,633)  (50.0%)
17.6% 18.1%

Operating expenses” 2,494,036 3,202,162 (708,126)  (22.1%)
EBITDA® 2,339,072 6,460,579 (4,121,507)  (63.8%)
Depreciation and amortization 422,044 551,712 (129,668) (23.5%)
Interest © 713,068 843,839 (130,771)  (15.5%)
Share-based payments 104,654 193,213 (88,559) (45.8%)
Earnings from continuing operations before income

taxes 1,099,306 4,871,815 (3,772,509) (77.4%)
Income tax (recovery) expense - current 747,827 1,463,866 (716,039) (48.9%)
Income tax expense - deferred - 52,068 (52,068) (100.0%)
Earnings from continuing operations 351,479 3,355,881 (3,004,402) (89.5%)
Loss from discontinued operations $ - $ (368,909 $ 368,909  (100.0%)
Net earnings $ 351,479 $ 2,986,972 $ (2,635493)  (88.2%)

Net earnings from continuing operations

attributable to

Shareholders of the Company $ 351,479 $ 3,355,881 $ (3,004,402) (89.5%)
Net loss from discontinued operations

attributable to

Shareholders of the Company $ - $ (300,564) $ 300,564  (100.0%)
Net loss attributable to NCI® $ - $ (68,345 $ 68,345  (100.0%)
Earnings/(loss) per share from continuing and

discontinued operations

Basic from continuing operations $ 001 % 014 $ (0.13) (89.4%)
Basic from discontinued operations $ - $ (0.01) $ 0.01 100.0%
Diluted from continuing operations $ 001 % 014 $ (0.13) (89.4%)
Diluted from discontinued operations $ - $ (0.01) $ 0.01 100.0%
EBITDA per share from continuing operations

Basic $ 010 $ 027 $ (0.17)  (63.2%)
Diluted $ 0.10 $ 0.27 $ 0.17 63.2%

Weighted average shares outstanding

Basic 23,632,981 24,024,759
Diluted 23,632,981 24,038,565

(1) See pag@7 for a further explanation of this nonlFRS measure.
(2) Represents earnings before interest, taxes, depreciation, amortizati, impairment charges and sharebased payments (See pag87 for a further
explanation of this nonIFRS measure).
(3) NClrepresentsthe30% nocontrol I ing interest (“NCI”) port i dhmeemdnthsehdedSepemEBt20bdf 1564316 /
On December 31, 2014, the 30% interesteld by the minority shareholderin 1564316 Alberta Ltd.was cancelled
(4) The Company reclassified amounts in the Statement of Operations relatingd@scontinued operations to categorize results ofliscontinued operations
consistently.
(5) Interest expense forthe three months ended September 30, 2015ncludes amortization of capitalized deferred financing cost ©$193,795 (September
30, 2014 $319,291).

-10-
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The following selected nimmonth periodconsolidated fiancial information has been derived from and should be
read in conjunction with th€ o mp a n ydéQmartdr Report for the period end8eéptembe80, 2015

For the nine months ended

Consolidated statements of operations September 30
2015 2014 @
Sales $ 75,314,368 $134,416,336 $ (59,101,968) (44.0%)
Gross margin 11,917,020 23,185,530 (11,268,510)  (48.6%)
15.8% 17.2%

Operating expenses” 8,982,188 11,838,644 (2,856,456)  (24.1%)
EBITDA® 2,934,832 11,346,886 (8,412,054)  (74.1%)
Depreciation and amortization 1,225,693 1,585,215 (359,522) (22.7%)
Interest © 2,224,430 2,307,981 (83,551) (3.6%)
Share-based payments 445,453 666,006 (220,553) (33.1%)
(Loss)/earnings from continuing operations before

income taxes (960,744) 6,787,684 (7,748,428)  (114.2%)
Income tax (recovery) expense - current 23,585 2,169,663 (2,146,078) (98.9%)
Income tax expense - deferred - 137,454 (137,454)  (100.0%)
(Loss)/earnings from continuing operations (984,329) 4,480,567 (5,464,896) (122.0%)
Loss from discontinued operations $ - $ (12,637,254) $ 12,637,254 (100.0%)
Net loss $ (984,329) $ (8,156,687) $ 7,172,358 (87.9%)

Net (loss)/earnings from continuing operations
attributable to

Shareholders of the Company $ (984,329) $ 4,480,567 $ (5,464,896) (122.0%)
Net loss from discontinued operations attributable

to

Shareholders of the Company $ - $ (9,727,910) $ 9,727,910  (100.0%)

Net loss attributable to NCI® $ - $ (2,909,344) $ 2,909,344  (100.0%)
(Loss)/earnings per share from continuing and

discontinued operations

Basic from continuing operations $ (0.04) $ 019 $ (0.23) (121.9%)
Basic from discontinued operations $ - $ (041) $ 0.41 100.0%
Diluted from continuing operations $ (0.04) $ 019 $ (0.23) (121.9%)
Diluted from discontinued operations $ - $ (041) % 0.41 100.0%
EBITDA per share from continuing operations

Basic $ 012 $ 047 $ (0.35)  (73.8%)
Diluted $ 012 $ 047 $ (0.35)  (73.8%)

Weighted average shares outstanding

Basic 23,663,624 24,015,462
Diluted 23,663,624 24,033,500

(1) See pag@7 for a further explanation of this nonIFRS measure.

(2) Represents earnings before interest, taxes, depreciation, amortization, impairment charges and shaesed payments (See pag87 for a further
explanation of this nonIFRS measure).

(3) NClrepresentsthe30% norcontrol |l i ng i nter essses@Ef*156€316 Aberta btd. for tanme noohths erfded September30, 2014.
On December 31, 2014, the 30% interesteld by the minority shareholderin 1564316 Alberta Ltd.was cancelled

(4) The Company reclassified amounts in the Statement of Operations refaj to discontinued operations to categorize results ofliscontinued operations
consistently.

(5) Interest expense forthe nine months endedSeptember30, 2015includes amortization of capitalized deferred financing cost of 8,22 (September30,
2014: $39,842).
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RESULTS OEONTINUINGOPERATIONS

Sales

For the three months ended September 30

20l 2014

Sales by Segment % $ %

Fluids Distribution - Canada $ 8911125 324% $ 23,122,393 43.4% $ (14,211,268) (61.5%)
Fluids Distribution - USA 12,913,842 47.0% 21,155,073 39.7% (8,241,231)  (39.0%)
Total Fluids Distribution 21,824,967 79.4% 44,277,466 83.1%  (22,452,499)  (50.7%)
Fluids Blending & Packaging - Canadd® 4171850  152% 6460543  12.1%  (2,288,693) (35.4%)
Fluids Blending & Packaging - USA 1,497,798 5.4% 2,545,120 48%  (1,047,322) (41.2%)
Total Fluids Blending & Packaging 5,669,648 20.6% 9,005,663 16.9% (3,336,015)  (37.0%)

$ 27494615 1000% $ 53283129 100.0% $ (25,788514)

(1) Fluids blending and packaging division sells products to the fluids distribution division, which in turrsells it to the end user. In @
2015, the three months sales to the fluids distribution division were an additiona$814,841 (2014 - $2,903,734). Thisrevenue has
been eliminated upon consolidation.

(2) Includes salesof $1,071,048resulting from the acquisition of Solution Blend effective Decembet, 2014.

For the nine months ended September 30

2014
Sales by Segment % $ %
Fluids Distribution - Canada $ 22732810 302% $ 61,336,517  456% $ (38,603707) (62.9%)
Fluids Distribution - USA 36,990,325  49.1% 51,841,195  38.6%  (14,850,870) (28.6%)
Total Fluids Distribution 59,723,135  79.3%  113177,712  842%  (53,454,577) (47.2%)
Fluids Blending & Packaging - Canadd® 11,204,564  14.9% 14,754,038  11.0%  (3549,474) (24.1%)
Fluids Blending & Packaging - USA 4,386,669 5.8% 6,484,586 48%  (2,097,917) (32.4%)
Total Fluids Blending & Packaging 15591,233  20.7% 21,238,624  158%  (5647,391) (26.6%)

$ 75,314,368 100.0% $ 134,416,336 100.0% $ (59,101,968)

(1) Fluids blending and packaging division sells products to the fluids digtsution division, which in turn sells it to the end user. In @
2015, thenine months sales to the fluids distribution division were an additional$2,368,140(2014 - $6,742,431). This revenue has
been eliminated upon consolidation.

(2) Includes salesof $2,814,301 resulting from the acquisition of Solution Blend effective Decembet, 2014.
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Consolidated Revenue - Trailing 11 Quarters
($ millions)
53.2 503
45.9 44.9
41.5 43.3
35.2
26.2 27.5
216 20.3 I
Q1 Q2 Q3 Q4
W2015 W2014 M2013

North American Drilling Fluids Distribution Divisions

The Company’s North Amer i diaigsionsdecorded combmedfsdles 0B81s8240867st r i but
and $9,723,135 for the three and nine months ended September30, 2015 compared to sales of 84,277,466

and $113,177,712in 2014, representing decreases of 50.7% and 47.2% for the three andnine month periods.

The Canadian fluids distributiond i vi s i o n slined byadl.B% for dhe ¢chree month period ended
September30, 2015, while the USA fluids distribution division experierted a salesdecline of 39.0% over the

same comparable periodn 2014.

Canadian Drilling Fluids Distribution Division

Canadian drilling fluids distribution sales were $8,911,125 .

and $22,732,810 for the three and nine months ended s00%

September 30, 2015, compared to sales of $23,122,393 an 45.0%

$61,336,517 over the comparable periods in 2014Saleshave o

been negatively impacted due to the persistent industry 0.0% s
slowdown throughout 2015. In addition,customerscontinued 250% oo
to utilize and reduce their own existing drilling fluid inventory o e
during this downturn. In the WCSB, active drilling rigs in the 100%

third quarter of 2015 were down approximately 51.3% over >0%

the prior year, averaging183 compared to 377 for the same T
quarter in 2014. Year to date, ative drilling rigs were down

48.1% where industry drilli ng utilization rates averaged Fverace Acthie hics In Canac

245%, representing a 21.1% decrease overfor the nine 0o —
months of 2014 when drilli ng rig utilization averaged 45.6%. o —

The summer drilling activity was down substantially in Q3 0 T moos
2015 compared to the traditional summer drilling activity. The 200 | o
decrease is due to the continued depressed oil and natural gas 150 |
prices, which has resulted inoil and gascompanies reducing 100 |

their capital expenditures for summer drilling activity. The . —
number of wells drilled in Q@3 2015 in Western Canada was ) WY dugst  September

1,166, compared to the 3,022 wells drilled in Q3 2014,
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representing a decrease 061.4% quarter over quarter.

The Alberta, Saskatchewan and British Columbia marketd| contributed to the decrease in revenues asach
of these markets continue to experience a considerable slowdownin drilling activity . The Albertamarket

experienced adecrease in sales 064.8% for the three months endedSeptember30, 2015, while the number

of wells drilled decreasedby 60.9% in the region. Saskatchevan had a decline of62.7% in the numbers of
wells drilled during the three months period ended September30, 2015, whichresulted in decreased revenue
of 58.4% Q3 2015 compared to the same prior year period. British Columbia tssexperienceda decrease of

39.7% in sales asdrilling activity declined 57.4% with 75 wells drilled in the region in the third quarter

ended SeptembeB0, 2015 compared to176 wells drilled during the same period last year

Summary of the number wells drilled:

Q32015 | Q32014 | Changen %
Alberta 650 1,663 (60.9%)
British Columbia 75 176 (57.4%)
Saskatchewan 441 1,183 (62.7%)
Western Ginada 1,166 3,022 (61.4%)

(1) Total Western Canada excludes Manitoba
(2) Source—PSAC

Summary of wells drilled in meters:

Area Q32015 Q32014 Changein %
Alberta 2,181,119 4,024,168 (45.8%)
British Columbia 495,715 690,370 (28.2%)
Saskatchewan 925,158 1,987,489 (53.5%)
Western Ginada 3,601,992 6,702,027 (46.3%)
(1) Total Western Canada excludes Manitoba
(2) Source-PSAC
United States Drilling Fluids Distribution Division
Bri-Ch e mUSA drilling fluids distribution I
division generated sales of $12,913,842 and USA Drilling Fluids Quarterly Sales
$36,990,325 for the three and nine month 2,000 1
periods ended September30, 2015, compared to r 1
revenues of £1,155,073and $1,841,195in the 20,0001 p
same comparable period of 2014, represeiting - - @205
decreases of 39.0% quarter over quarter and g D00 1 o
28.6% year over year The Q3 decline in revenuwe é" S
is primarily driven by a reduction in drilling S 10,000 1 o
activity, as reflected in the54.5% decrease in the ——
USA rig countfor the third quarter. In the USA, >000 1
the averagenumber of active rigs running during —
the third quarter of 2015 was 866 compared to ' - ' - ' - ' o
1,903 in the third quarter of 2014. The drop in

drilling and well completions across the USA negatively impactedevenue in all product lines and
geographical areasThe Company is regularly evaluating each geographic regionthat it operates within to
determine the gopropriate level of inventory to carry and to assess any market trendeffecting demand
levels.
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Fluids Blending and Packaging Division
Canadian Fluids Blending and Packaging Division

Bri-Chem’s Canadian fluids bl endidmsaes af $4dl71B0@kdByli20HG64d i vi s i
for the three and nine month periods ended September 30, 2015, compared to revenues of $6,460,543 and
$14,754,038 in the comparable periods of 2014, representing decreases of 35.4% quarter over quarter and

24.1% yearover year. This decreasein salesis due to the significant decline in 2015 drilling activity which

continued into Q3 2015. Revenue ofCanadian Fluids Blending and Packaging division for the3Q@015

includes sales of $,071,048generated by Solution Blendhat was acquired in late Q4 2014

United States Fluids Blending and Packaging Division

For the three months endedSeptember30, 2015 sales werebl1,497,798 compared to $,545,120for the same
comparable period in 2014 representing 41.2% decrease quarter over quarter. This decrease isdue to
considerable decline in drilling activity in 2015 caused by significant decrease in crude oil and natural gas
prices.

Gross margin

Nr@rk RégaEding Aorwiald E OO
A AO OEA AACEITTE

E

_)>

EO
DOAOAT OA

For the three months ended September 30

2015 2014

Gross Margin $ : $

Fluids Distribution - Canada $ 959,202 10.8% $ 3,353,047 14.5% $ (2,393,845) (71.4%)
Fluids Distribution - USA 2,324,377 18.0% 4,174,594 19.7% (1,850,217) (44.3%)
Total Fluids Distribution 3,283,579 15.0% 7,527,641 17.0% (4,244,062) (56.4%)
Fluids Blending & Packaging - Canada** 849,766 20.4% 1,132,956  17.5% (283,190) (25.0%)
Fluids Blending & Packaging - USA 699,763  46.7% 1,002,144  39.4% (302,381)  (30.2%)
Total Fluids Blending & Packaging 1,549,529 27.3% 2,135,100 23.7% (585,571) (27.4%)
Total $ 4,833,108 176% $ 9,662,741 18.1% $ (4,829,633) (50.0%)

" As a percentage of divisional revenues
** 2015 include gross margin of $280,404 generated by Solution Blend in Q3 2015 as a result of the acquisition in Q4 2014.

For the nine months ended September 30

2015 2014

Gross Margin $ : $

Fluids Distribution - Canada $ 1,662,540 7.3% $ 8,170,208 13.3% $ (6,507,668) (79.7%)
Fluids Distribution - USA 5,838,534 15.8% 9,812,926 18.9% (3,974,392) (40.5%)
Total Fluids Distribution 7,501,074 12.6% 17,983,134 15.9% (10,482,060) (58.3%)
Fluids Blending & Packaging - Canada** 2,499,333 22.3% 2,578,347  17.5% (79,014) (3.1%)
Fluids Blending & Packaging - USA 1,916,613 43.7% 2,624,049  40.5% (707,436) (27.0%)
Total Fluids Blending & Packaging 4415946  28.3% 5,202,396  24.5% (786,450)  (15.1%)
Total $11,917,020 15.8% $ 23,185530 17.2% $(11,268,510)  (48.6%)

“ As a percentage of divisional revenues
** 2015 include gross margin of $796,438 generated by Solution Blend for the nine months of 2015 as a result of the acquisition in Q4 2014.
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Fluids Distribution and Blending & Packaging Divisions

For the three months

ended September 30

Adjusted Gross Margins 2015 2014

Gross Margin (%) 4,833,108 9,662,741 (4,829,633) (50.0%)
As percentage of sales 17.6% 18.1%

Addback: Losses from sales associated with inventory

reduction program due to economic downturd® 289,609 - 289,609 100.0%
Adjusted Gross Margin ($§” 5122717 9,662,741  (4,540,024)  (47.0%)

Adjusted gross margin as percentage of adjusted sales 20.7% 18.1%
(1) Lossesareduetota s al e of | arge quantities of i reduetionpmgrgm. Theseqneimet of t he Cor
sales are due to the significant declineSine'l ndpestati aecsi vity and

(2) Adjusted gross margirs reflect the gross margin under IFR8xcluding one-time losses from sales under unfavorable termdue to
restructuring of the Compan )Sespagsgferfuaher erptasation a this roHIFRSyneadwejvnt ur n

For the nine months

ended September 30

Adjusted Gross Margins 2015 2014

Gross Margin ($) 11,917,020 23,185,530 (11,268,510) (48.6%)

As percentage of sales 15.8% 17.2%

Addback: Losses from sales associated with inventory

reduction program due to economic downturn(l) 1,126,905 - 1,126,905 100.0%

Adjusted Gross Margin ($)* 13,043,925 23,185,530  (10,141,605) (43.7%)

Adjusted gross margin as percentage of adjusted sales 19.6% 17.2%

(l)Losses are due to the sale of | ar ge qu anréduction gragrar.fThesemnginat ory as par
sales are due to the significant declineSi ne htowpest ry activity and

(2) Adjusted gross margins reflect the gross margin under IFRS excluding etime losses from sales under unfavorable terms due to
restructuring of the Compan )Sespagsdferfuahei erptasation @ this rotHIFRSyneadwejvnt ur n

The drilling fluids distribution division margins declined by2.0% and 3.3% for the three and nine months
ended September 30, 2015compared to the same periods in 2014. Margins on fluid sales vary based on
product mix and drilling formations. Canadian fluiddistribution margins averaged10.8% for the three
months period ended September30, 2015, lower by 3.7% than the same comparable period of 2014The
decreasein gross margin during thequarter was due to pressure fromdepressedselling prices given current
industry market conditions. In addition, the division had onetime significant sales of invertand barite
products resulting in a loss of $18,108 as part of its inventory reduction management program that
continued in the third quarter of 2015. For the nine months ended September 3®015, gross margins in the
Canadian fluids distribution division averaged7.3%. Total onetime significant sales of invert and barite for
the nine months of 2015resulted in lost margin of $69,425. If we had excluded the effect of tlese one-time
sale transactiors, the gross margin of the Canadiafluids distribution division would have beenconsistent at
13.4% and 13.2% respectively for the three andnine months endedSeptember30, 2015.

The USA fluid distribution margins are traditionally higher than those of the Canadian operations, andiere
18.0% for the three monthsended September 30, 2015 a decrease ofl.7% comparedto the same periodin
2014, while gross margins werel5.8% for the nine months ended September 30, 201®ompared to18.9%
for the same comparable in 2014All our products lines have beenimpacted by the downturn in drilling
activity in 2015. In addition, the decreasein gross margins in the USA fluid distribution divisionis alsorelated
to a larger volume of lower margin commodity prodicts being sold during 2015such as barite, bentonite, and
liquid invert products which typically yield lower margins. The division had onetime significant sales of
invert and barite during the third quarter resulting in lost margin of $171,501. If we had excluded the effect
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of these onetime sale transactions, the gross margins of the USA fluids distribution divisions would have
been22.7% and 18.9% respectively for the three andnine month periods ended September 30, 2015

Bri-Chem has dedicated facilities, located in AchespGamroseand Calgary,Alberta, with capacity to blend
and package specialty additive fluids for customer specific products. As a result, the fluids blending and
packaging divsion tends to have higher margins for this vime-added service.For the three and nine month
periods ended September 30, 2015he Canadianfluid blending and packagingdivision experiencedaverage
gross margin of 20.4%, and 22.3% respectively, which was 2.9% and 4.8% greater compared to the same
periodsin 2014. Solution Blend, acquired in Q4 2014, contribute®280,404 or 26.2% and $796,438 or 28.3%
and to the Canadian fluids blending and packaging gross margifor the three and nine months ended
September30, 2015.

Sun Coast, the United States blending and packagidiyision, has maintained consistent margins through
2015, averaging46.7% and 43.7% respectively for the three andnine month periods ended September 30,
2015. These margins werén linewithmanagement ' s expectation.

Gross margins Z outlook

For the remainder of 2015, we are anticipating gross marips on fluid salesto continue to be consistent to

those experienced in Q3 We are unable to predict the value of the Canadian dollar in relaticl foreign
currencies in the future; therefore, we are uncertain
margin in relation to foreign purchases of product.

Operating expenses

Salaries and employee benefits
For the three months
ended September 30

Salaries and employee benefits 2015 2014

Salaries and benefits 2,153835 $ 3,122,185 $ (968,350)
% of sales

For the the nine months
ended September 30
Salaries and employee benefits 2015 2014

Salaries and benefits 7,065,061 $ 8,708,610 $ (1,643,549)
% of sales

Salaries and benéfs have dereased by $68,350 and $1,643,549 for the three and nine month periods
ended September 30, 2015compared to the same priods in 2014. Salaries and benefits aa percentage of
sales fo three months increased t07.8% compared t05.9% in the same 2014 period Salariesfor the three
and nine month periods ended September 30, 2015nclude $126,364 and $428,846 respectively of wages and
benefits related tothe Solution Blend acquisitionthat occurred in late @ 2014 (2014: $nil). The decrease in
wages and benefits was a result of th€Eo mpany ' -§i 2z 1imgpteinented in late Q1 2015, giverthe
decline in drilling activity levels. The Company hadaid off employees in all areas of the organization,
including operations, sales, management and administrationin addition, sales commissions decreased by
$83,638 and $01,958 respectively.
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The Company employed8 (32 Canada and46 USA) employees aSeptember 30, 2015compared to105 (42
Canada and63 USA) atSeptember30, 2014. As at December 31, 2014, the Company employed 1231(5
Canada and 73 USA) employeedNith the decline in oil pricesand industry activity, Bri-=Chem commenced
right sizing its operationsin the first quarter of 2015 and continued its plan throughout 2015. In February
2015 the Company commencethyoffs of approximately 25% of itsstaff, rolled back wages 5% companywide
for all non-managerial staff employees and 10%or all directors, managerial senior and executive employees,
and suspendél various nonessential employee benefits effective the beginning of the second quartén. Q3 a
further 10% of workforce reductions were implemented.

Selling, general and administration

For the three months ended September 30

2015 2014

Selling, general and administration %* $
Selling $ 186,295 0.7% $ 235,815 0.4%
Professional and consulting 212,641 0.8% 322,737 0.6%
General and administration 434,244 1.6% 460,428 0.9%
Rent, utilities and occupancy costs 728,758 2.7% 828,591 1.6%

1,561,938 5.7% 1,847,571 3.5%
Foreign exchange (gain) loss (1,237,337) (4.5%) (1,574,381)

Total 324,601 12% $ 273,190
* As a percentage of consolidated revenues

For the nine months ended September 30

2015 2014

Selling, general and administration %* $
Selling $ 568,935 08% $ 751,652 0.6%
Professional and consulting 423,315 0.6% 748,769 0.6%
General and administration 1,168,535 1.6% 1,463,842 1.1%
Rent, utilities and occupancy costs 2,154,900 2.9% 2,211,648 1.6%

4,315,685 5.7% 5,175,911 3.9%
Foreign exchange (gain) loss (2,765,026) (3.7%) (1,379,871) (1.0%)
Total $ 1,550,659 21% $ 3,796,040 2.8%

* As a percentage of consolidated revenues

The following is an analysis of the selling, general and administrative categories:

Selling expenseslecreased by #9,520 and $182,717 during the three and nine months endedSeptember 30,
2015 compared to the same period in 2014 The decrease in selling expenses ftie three and nine month
periods ended September 30, 2015ncludes a decline 0f$158,420 in advertising, promotion and meal and
entertainment as a result of the discretionary spending cuts that were implemented in Q1 2015. Travel costs
have decreased minimally as the Company has had to travel more to assist operations with its righize
initiatives. Public company costs relatedto investor relation activities decreased by 25,902 for the nine
months ended September 30, 20155elling costs relate to custorar relations, promotion, and travel costs.

Professionaland corsulting expenses decreased by180,096 and $325,454 for the three and nine months

ended September 30, 2015compared to the same prior year quartes. The decrease was a reduction in audit

andl egal fees in 2015 as part o fProfeshiamal &d copsaling éxjgensesi g h t
relate to audit, legal and other advisory fees.

General and administration expenses for the threeand nine month periods ended September 30, 2015
decreased by $£6,184 and $295,307 respectively compared tothe same period in 2014. Thisdecrease was
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due to a significantdecline in estimated bad debt expense of 8,773 for the quarter. For the nine months
ended September 30, 2015, the decrease relatés a decrease insafety costsof $35,203, office expenses
decreased by $37,495 and a reduction in bad debt expense of $322,6%0ese decreases were partially offset
by including expenses ofSolution Blend, acquired in Q4 2014, for the amount of5#,181 for the nine months
ended September 30, 2015All other expenses remained relatively consistent from the comparable prior year
guarter. General and administration expenses include bank charges, insurance, office, and safety expenses.

Warehouse rent, utilit ies and occupancy costslecreased by $99,833 and $56,748 for the three and nine
mont hs ended September 30, 2015. As part 20f5, theh e
Company closedhree non-performing warehouses that were operated by idependent third parties and one
warehouse that was operated bythe Company All other costs remained relatively consistentyear over year.
The costs in this category are comprised mainly of rent, utilities, and warehouse expenses for the Camrose,
Acheson Calgaryand USA locations.

During the third quarter of 2015, the Canadian dollardecreasedits value in relation to the US dollar This
increase in the Canadian dollar exange ratecaused the Company to havereunfavorable position on certain
net advancesfrom intercompany loansdenominated in USDwhich resultedin having a forign exchangegain
of $1,237,337 for the three month period endedSeptember 30, 2015

Right-Size Cost Savingsd Restructuring Costs

Commencing inQ1 2015 the Company initated a number of restructuring initiatives to adjust its overheads
in an eff &dritzetoitRi dhutsto coresmpond with ene eetiuced mdustry activity levels
projected for 2015. In the first quarter of 2015, the Companyreduced annual fixed coststhat included
employee terminations equivalent to approximately25% of the overall staff termination or suspension of
various employee benefits,company-wide 5% wage rollback and a 10% wage rollback for all managerial,
senior and executive emploges as well as directorsandseveral other operational cost cutting measuredn
Q3, the Companycontinued its right-size plan by reducing another$1.2 million of costs by decreasingits
employee count by an additional 10% and cutting further noressentid costs throughout the organization.
These cost cutting initiatives are estimated to save the Company approximately .84million annually and
management feels it has the appropriate staffingnd infrastructure levels moving forward given current sales
volumes.

As part of overall cost savings measures, B&hemrecognized $120,254 of additional restructuring costs in
third quarter of 2015, resulting in $811,921 of total restructuring costs for the nine month period ended
September 30, 2015The restructuring costsare comprised of severance costs of #2,316 due to personnel
termination, provision of $530,932 for lease cancelations and shutting down of warehouses, argV8,673
worth of expenses related to winding uiscontinued Operations

Depreciation an d amortization
For the three months

ended September 30
Depreciation and amortization 2015 2014

Property and equipment 321,907 $ 312,456 9,451 3.0%
Intangible assets 100,137 239,256 (139,119) (58.1%)
422,044 % 551,712 (129,668) (23.5%)
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For the nine months
ended September 30
Depreciation and amortization 2015 2014

Property and equipment 925379 % 938,899 $ (13,520) -1.4%)
Intangible assets 300,314 646,316 (346,002)  (53.5%)
1,225,693 $ 1585215 $  (359,522) (22.7%)

The depreciation of property and equipnent remained consistentduring the three and nine month periods
ended September 30, 2015Amortization of intangible assets for the threeand nine months endedSeptember
30, 2015 has decreased due towrite down of carrying value of customer relationships, distribution
agreement,and supply agreement and noacompete agreements for the total amount of $4,159,342 in Q4
2014. This write down resulted in a decline of carrying value of intangibleassets to %,741,692 as at
September 30, 2015rom $4,391,788as atSeptember30, 2014.

Interest

For the three months
ended September 30

2015 2014
Interest on short-term operating debt $ 370,189 $ 525,085 $ (154,896) (29.5%)
Interest on long-term debt 338,150 317,938 20,212 6.4%

Interest on obligations under finance lease 4,729 816 3,913 479.5%
Total interest expense 713,068 $ 843,839 $ (130,771) (15.5%)

Deduct non-cash interest expense:
Amortization of capitalized deferred financing costs 64,222 $ 89,842 $ (25,620) (28.5%)

Cash interest expens@ 648,846 $ 753,997 $  (105,151)  (13.9%)

(1) See page 37 for a further explanation of this non-IFRS measure.

For the nine months
ended September 30
Interest 2015 2014

Interest on short-term operating debt 1,292,946 1,361,639 (68,693) (5.04%)
Interest on long-term debt 921,074 943,753 (22,679) (2.4%)
Interest on obligations under finance lease 10,410 2,589 7,821 302.1%
Total interest expense 2,224,430 2,307,981 (83,551) (3.6%)

Deduct non-cash interest expense:
Amortization of capitalized deferred financing costs 193,795 319,291 (125,496) (39.3%)

Cash interest expensél’ 2,030,635 1,988,690

(1) See page 37 for a further explanation of this non-IFRS measure.

Interest on short-term operating debt decreased by 854,896 and by $68,693 for the three and nine months
ended September 30, 2015 respectively Thedecrease from the prior comparable quarter in 2014 was the
result of the Company maintaininga lower credit facility balance related to Continuing (perations
throughout the third quarter of 2015 due to the industry downturn. Interest on long-term debt for the three
and nine month periods ended September 30, 2015was lower as the principal balance continues to be
reduced each quarter withprincipal repayments on the subadinated debt. The Company repaid $,800,000
on the subordinated debtsince Q1, 2014Interest on obligation under a finance lease for the three montk
ended September 30, 2015vere relatively consistent compared to the same perioslin 2014.
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Income taxes

The provision for income taxes for the threeand nine months ended September 30, 2015s a net current tax
expenseof $747,827and £3,585 compared to an expense d$1,463,866and $,169,663in the same perioc

in 2014. The current taxexpensein Q3 2015 is a result ofthe tax effect onthird quarter earnings. In addition,
the Company recorded additional tax liabilities arising from US state taxes from 2014he Company ' s
effective tax rateof 35.2% for the nine months ended September 30, 2015wvas consstent with effective tax
rate of 36.9% compared to the same2014 period.

Net earnings/ (loss) per share from continuing operations

For the three months

ended September 30
Net earnings and EDITDA 2015 2014
Net earnings $ 351,479 $ 3,355,881 $ (3,004,402) -89.5%
% of sales 1.3% 6.3%
Adjusted net earnings® $ 440467 $ 3355881 $  (2,915414) -86.9%
% of sales 1.6% 6.3%
EBITDA® $ 2,339,072 $ 6460579 $  (4,121,507) (63.8%)
% of sales 8.5% 12.1%
Adjusted EBITDA® $ 2459326 $ 6460579 $  (4,001,253) (61.9%)
% of sales 8.9% 12.1%

For the nine months

ended September 30
Net (loss)/earnings and EDITDA 2015 2014
Net (loss)/earnings $ (984,329) $ 4,480,567 $ (5,464,896) (122.0%)
% of sales (1.3%) 3.3%
Adjusted net (loss)/earnings® $ (383507) $ 4,480,567 $ (4,864,074) (108.6%)
% of sales (0.5%) 3.3%
EBITDA® $ 2934832 $ 11,346,886 $  (8,412,054) (74.1%)
% of sales 3.9% 8.4%
Adjusted EBITDA® $ 3,746,753 $ 11,346,886 $  (7,600,133) (67.0%)
% of sales 5.0% 8.4%
(1) Adjusted net earnings excludes the after tax effect of restructing costs(see page37 for a further explanation of this nonlFRS

measure).

(2) Representsearnings before interest, taxesgepreciation, amortization, share-based paymentsand impairment charges(see page37
for a further explanation of this nonIFRSmeasure).

(3) Representsearnings before interest, taxesgepreciation, amortization, share-based paymentsand impairment charges adjusted for
restructuring costs (see page37 for a further explanation of this nonIFRS measure)

The Company hach net earnings for the quarter ended September 30, 20150f $351,479 compared to net

earnings of $3,355,881in the prior year period, while the Company had a net loss 0084,329 for the nine

months endedSeptember 30, 2015 which is lower by %,464,896than net earningsof $4,480,567in the same

period in 2014. The third quarter net earningsas a percentage ofevenues for the periodwas 1.3% compared

to net earnings of 6.36 from the prior year quarter. Net loss was negatively impacted by the significant

decrease in driling activity in North America and a decline inyear to dategross margin as a percentage of
consolidated sales tal5.8%, whi ch was partially offset by reduced op
restructuring of operationsin an effort to * Ri -§h & ” whidh evas initiated in Q1 2015 The adjusted net
earnings/(loss), net of after tax restructuring costs, for the thre@nd nine months ended September 30, 2015

was $440,467 and ($383,507) or 1.6% and (0.5%) respectively as a percentage of revenue.

EBITDAwas $2,339,072 and $2,934,832 for the three and nine month periods ended September 30, 2015
compared to $,460,579and $11,346,886in the same comparableprior year period; adecrease of €,121,507
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guarter over quarter. Adjusted EBITDA, net of ondime restructuring costs, for the nine months ended
September 302015 was$3,746,7530r 5.0% as percetage of revenue compared t®.4% for the same period
in 2014. The EBITDA and Adjusted EBITDeontinues todecline in 2015 due to a significant decline imlrilling
activity caused by the continued low market prices on crude oil and natural gas.

Basicand diluted earnings/(loss) per share for the threeand nine month periods ended September 30, 2015
were $001 and ($0.04), respectively. Aljusted earnings (loss) per share for the threeand nine month
periods ended September 30, 2015vere $0.02 and ($0.02) respectively. Both the loss per shareand adjusted
loss per sharewere based on the weighted average number afhares outstanding during the threeand nine
months ended September 30, 2015The basic and diluted weighted average numbers of shares outstanding
for the three and nine month period ended September 30, 2015were 23,632,981 and 23,663,624 (2014 —
24,015,462 and 24,033,500). The decrease of 290000 shares issuedand outstandingwas as a result of the
repurchaseof common shares under its normal course issuer bid

Discontinued operations

The Company divested its Steel Pipe Manufacturing and Steel Pipe Distributidivisions early in the third
guarter of 2014.As the result of divestitures the Company has reclassified the associated assets and liabilities
of these businesses to assets and liabilities held for sale and the operations are reflected as Discontinued
Operations for all periods presentedin Q1 2014 the Company recorded impairment expenses of $11,098,255
to reflect certain assets at their estimated recoverable value, which is recorded in expenses. Loss from
discontinued operations was $nil for the threeand nine months endedSeptember 30, D15 (2014: $368,909,

and $12,637,254).

(three months ended) (nine months ended)

September 30 2015 2015 2014
Sales $ - $ 796,980 $ - $ 15,225,573
Cost of sales - 1,074,590 - 12,871,498
Expenses - 161,334 - 14,871,103
Loss before tax of discontinued operations - (438,944) - (12,517,028)
Income tax recovery - (70,035) - (3,131,959)
After tax loss of discontinued operations before

re-measurement - (368,909) - (9,385,069)
Pre tax loss recognized on the re-measurement of disposal group - - - (4,336,245)
Income tax recovery - - - 1,084,060
After tax loss recognized on the re-measurement of assets of disposal group - - - (3,252,185)
Net loss for the period from discontinued operations $ - (368,909) $ - (12,637,254)
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2015 2014 Total
(in thousands of Cdn $) Q1 Q4 TT™
Sales $ 27495 $ 21610 $ 26210 $ 50,291 $ 125,606
Gross margin ($) 4,833 3,201 3,883 8,564 20,481
Gross margin (%) 17.6% 14.8% 14.8% 17.0% 16.3%)
EBITDAY 2,339 (1,125) 1,721 5,189 8,124
Net earnings/(loss) from continuing operations(z) & $ 3B1 $ (1,709) $ 373 % (3,370) (4,355)
Net earnings from discontinued operations® - - 225 225

Basic earnings/ (loss) per share from continuing operations 0.07) $ 0.02 (0.14) $ (0.18)
Diluted earnings/ (loss) per share from continuing operations 0.07) $ 0.02 (0.14) $ (0.18)
Basic earnings per share from discontinued operations - - $ - 001 $ 0.01
Diluted earnings per share from discontinued operations - - $ - 001 $ 0.01

2014 2014 2013 Total
(in thousands of Cdn $) Q3 Q2 Q1 Q4 TT™M
Sales $ 53,283 $ 35,186 $ 45947 $ 44,899 $ 179,315
Gross margin ($) 9,663 6,055 7,468 7,642 30,828
Gross margin (%) 18.1% 17.2% 16.3% 17.0% 17.2%)
EBITDAY 6,588 932 3,954 3,843 15,317
Net earnings (loss) from continuing operations® ) $ 3357 $ (597) $ 1,721 $ 796 5,277
Net (loss) from discontinued operations’® (368) (2,580) (9,689) (3,065) (15,702)

Basic earnings (loss) per share from continuing operations 014 $ (0.02) $ 007 $ 004 $ 0.23
Diluted earnings (loss) per share from continuing operations 014 $ (0.02) $ 007 $ 004 $ 0.23

Basic loss per share from discontinued operations (0.02) $ (0.11) $ (0.28) $ (0.16) $ (0.57)
Diluted loss per share from discontinued operations (0.02) $ (0.11) $ (0.28) $ (0.16) $ (0.57)

(1) EBITDAIisnon-IFRS measures which th€ompany defines as earnings before interest, taxes, depreciatiand amortization and
share-basedpayments expese.(See paged7 for a further explanation of these norlFRS measures).

(2) In Q4 2014 the Company recognized impairment charges on goodwill and other intangible assets in the amount of $8,567,921.

(3) In Q32014, the Company completed the sale of its Steel Pipe Manufacturing division assets and Steel Pipe Distribution divisioatgass
and all ongoing business operations. The Company reclassified the associated assets and liabilities of these busis&ssassds and
liabilities held for saleand the operations are reflected as discontinued operations for all periods presented.

(4) In Q4 2013,the Company recognized impairment charge on one individually significant receivable of $1,016,48tt was assessed as
uncollectible and was written off.

Weat her conditions can affect the sale of the Company
equipment in the Canadian oil and natural gas fields is dependent on weather conditions. As a result, spring

months in Western Canada and the duration of the spring breakp during Q2 has a direct impact on the
Company’ s activity |l evels. I n addition, many explorat
accessible only in winter months when the ground is frogn hard enough to support the weight of heavy

equipment. The timing of freezeup and spring breakup affects the ability to move equipment in and out of

these areas. As a result, late March through May is tr .
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FINANCIAL CONDITION &LIQUIDITY Z CONTINUED OPERATIONS
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The Company ' iagidity and wepitaly resdurce needs are to fund ongoingoperations, capital
expenditures, growth opportunities and potential future acquisitions. In addition, the Company must service

its debt, including interest paymentsand finance working capital needsThe Company relies on its cash flow

from operations, debt and equity financingsantdh or r owi ngs u n d eABLRadility forQiquitity.any ' s

The Company’'s operating cash flow has historically
the Compamgymesnts, the Company’s ability to invoice an
the Companyefsf iadbiidnttlyy tmanage ¢ os fran opefatioes h&® bistopicallyy s c as
been sufficient t o imgcapital tapital expenditpraang delst sewigimg&quirements.

As atSeptember 30, 2015 the Company hasufficient liquid ity under its existing ABLFacility, based on the
Company’ s mar gi,to mdetliteshat sesneobligalioass Téere can beno guarantee tre Compary

will not have to obtain additional capital to finance future working capital requirements

bee
d o

As atSeptember 30, 2018he Company had positive working capital of #,101,990compared to $29,448,685
at December 31, 2014 The Company s current ratio (defined as current a
was 1.60to 1 as atSeptember 30, 2015 compared tol.39 to 1 as at December 31, 2014

The following table summarizes the Cemneanonhs sndedour ces
September 30, 2015nd 2014

Summary of Consolidated Statements of Cash Flows September 30 September 30

Period ended 2015 2014

Continuing operations

Cash provided (used in) by operating activities $ 28,638,804 $ 6,518,989
Cash (used in) provided by financing activities (27,873,816) (5,000,750)
Cash used in investing activities (764,988) (1,764,036)
Net cash provided by discontinued operations - 245,797
Netincrease in cash and cash equivalents $ - $

Cash and cash equivalents, beginning of the period

Cash and cash equivalents, end of the period $ - $

Operating activities

Cash provided byoperating activities for the nine month period ended September 30, 2015vas $£8,638804

compared to cash providedof $6,518,989 for the prior year perio d . The increase in Compa
provided by operating activities mainly relates to the increased accounts receivable collection o0f2$.3

million and reduced inventory purchases of $7.5 million for the nine months ended September 30, 2015

These ircreases in accounts receivable collection and cash savings from inventory were due to reduced sales

activity and purchases of inventory as a result of dramatic decline in drilling activity durin015. These

savings were patially offset by increase of $4 million in payments of accounts payableduring 2015. The

Companyhas implemented many cost savings initiatives including layoffs, salary reductions, discretionary

spending cuts, andan inventory reduction program designed toreduce debt levels and conserve balance

sheet strength
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Financing activities

Cash used infinancing activities was $27,873816 for the nine month period ended September 30, 2015
compared to cashused of $5,000,750 in the comparable 2014 interim period. The cash used in financing
activities in 2015 relates to repayments on the ABL Facility 0§25 million. The inaease in repaymentson the
operating line was due to the increased collection of accounts receivabéad net reduction in inventory
during 2015. Bri-Chem also use®211,196 to repurchasecommon shares under its normal course issuer bid.
In addition, the Company madeyear to dateinstallments of $600,000 under the terms of Fulcrum debt

Investing activities

Cash used in investing activities amounted t&$764,988for the nine months ended September 30, 2015
compared to$1,764,036 in the same prior year comparable period The increase ighe result of cash used to
add more capital assets related tahe USA fluids divisions Forecasted capital expenditures fothe rest of

2015 are approximately $100,000 and will be funded through existing operating facilities andfinance leases

where possible for specific equipment.

Credit Facilities

Effective August 12, 2011, the Company entered into a secured As8aised Lending Facility { he “ ABL
Facility?”) wBased Leding @Bc. @#nd 818BIC Bank Canada. The ABL Facility is subject to a
borrowing base that is calculated as a percentage of specified value of eligible int@y accounts receivable

and specific property, plant and egipment. On November 14, 2013 the Company amended the terms of the
ABL Facility to increase the borrowing base up to a maximum of $90,000,000, reducing interest rates and
extending the maturity of the facility to August 12, 2016. AtSeptember 30, 2015the ABL Facility bears
interest either at prime rate (2014-pr i me r at e ) acceptance ete lplesrlH60% (2014bank er s’
acceptance rate plusl.50%) or LIBOR plus 1.50% (2014LIBOR plus 1.50%), a collateral managemefee of

$1,500 per month (2014-$1,500 per month) and a standby fee of 0.25% (20140.25%) on unused amounts

of the ABL Facility.

As at September 30, 2015 the Company had drawn $2,531,003 net of unamortized transaction costs of
$62,904, on its available credit facilities of $0,000,000, as compared to $1,873,895at December 31, 2014
The Company is required to comply with two financial covenantsinder its ABL Facility being a minimum

fixed charge coverage ratio and maximum annual eligible capital expenditureBailure to comply with the

obligations in the credit facilities could result in a default which, if not cured or waived, would permit
acceleration of the relevant indebtedness.

The fixed charge coverage ratio is set at a minimum of 1.10 to 1 level and defined as the trailing ltwee
months of EBITDA, less noffiunded capital expenditures, to the sum of cash interest paid, plus cash income
taxes paid, plus the aggregate of all dividends, distributions and principal repayments, and any amortization
in the borrowing base of any eligitbe real property and/or eligible machinery and equipment. EBITDA is net
income before interest on debt, taxes on net income and depreciation and amortization and nrogcurring
charges (including transaction and acquisition expenses) and extraordinary itemand share based payments
during any of its recently completed four fiscal quartersCapital expenditures limit is set at a maximum of
120% of the consolidated budgeted yearly capital expenditures.

Effective November 30, 2012, the Company secured a subated debt facility with Fulcrum. The initial
term of the sub debt facility is for five years and is secured by a second charge general security agreement
coving all present and after acquired property and postponement of claim from related parties. &tsub debt
facility bears interest at 11.50%, with repayments of interest only for the first fiteen months of the
agreement, then quarterly principal repaymats of $300,000 plus interest.Total transaction costs relating to
the subordinate debt facility anounted to $229,003as of September 30, 2015
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The subordinated debt facility contains financial covenants that are consistent with the ABL Facility, in
addition the Company must maintain a funded debt to EBITDA ratio of 1.50 to 1. Funded term debt is any
term debt including, without limitation, the subordinated debt facility and any capital lease obligations.
EBITDA is net income before interest on debt, taxes on net income and depreciation and amortization and
non-recurring charges (including transactionand acquisition expenses) and extraordinary items and share
based payments during any of its recently completed four ftal quarters.

Oil and gas drilling activity has declined sharply during 2015 and we are expecting the decline will continue

through the remainder of 2015.Due to current industry conditions, compliance of financial covenants is

highly dependent onthe stability of industry activity levels. The Company is currently in compliance with all

financial covenants, however, sustained low commaty prices and reduced activity levelscould bring the
Company c¢close to the threshold of the earnings based c
end of 2015. The Company is proactive in managing debt and expects to renegotiate the debtnis and

related covenant requirements with the credit facility lenders to ensure continue compliance with revised

covenants.

September 30, 2015 December 31, 2014

Minimum Minimum

As calculated required As calculated required
To exceed To exceed

Fixed charge coverage ratio 1.20 1.10 2.44 1.10
Not to exceed Not to exceec

Eligible capital expenditures $ 777,026 $ 1,172,760 $ 2,585,291 $ 5,806,980
Not to exceed Not to exceec

Funded term debt to EBITDA 1.03 151 0.52 151

The minimum covenants are noted in the above table. The Company monitors its covenants on an ongoing
basis and reports on its compliance to its lenderon a monthly basis. As aBeptember 30, 2015 the Company
was in compliance with all financial covenants.

Cash Requirements for Capital Expenditures

Historically, the Canpany has financed its capital expnditures and acquisitions throughits ABL Facility,
subordinated debt and equity. The budgeted future capital expenditures for the rest of 2015 are
approximately $100,000 (2014 - $4,300,000 which may include future equipment upgrades such bulk
storage tanks and blending and packaging equipment for the USA drilling fluids distribution divisiorCapital
expenditures typically are comprised of betterments and upgrades to existing assets, and additions incurred
during the period. The Company ensures equipmeris efficient and profitable or the equipment is replaced
when the cost of maintenance and operating the equipment is not feasibldowever, if a sustained period of
market and commaodity price uncertainty and financial market volatility persists inthe remainder of 2015,
the Companys activity levels, cash flows and access to credit may be negatively impacted, and the
expenditure level would be reduced accordingly. Conversely, if future growth opportunities present
themselves, the Corporation would look aexpandingthis planned capital expenditure amount.

Off-balance sheet arrangements

The Company did not enter into any ofbalance sheet arrangements during the current or comparable
reporting period.
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Transactions with related parties

During the three and nine month periods ended September 30, 2015 the Company incurred offie sharing
costs of $15,000and $45,000 (September30, 2014- $15,000and $5,000) in the normal course of operations
with BRC Advisors Inc., which a certain director and officer coruls.

OUTLOOK

4EA AEOAOOOEIT EI OEEO OAAOEIT EO NOAI EZEAA EF EOO Al
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information purposes only ad readers are cautioned the information contained herein may not be appropriate

for other purposes.

With the persistent industry downturn of drilling activity experienced in 2015, there remains a fair amount of
uncertainty as to the duration of the commadlity price volatility, which in turn will continue to put strain on
drilling activity throughout North America. Although many capital projects have been delayed or cancelled as
a result of the industry downturn, which impacts the demand for drilling fluid products, Bri-Chem has
successfully maintained its national distribution infrastructure which has reinforced our competitive
advantage to our customers in the marketplace. In addition, management has continued to implement more
cost saving initiatives in Q3 which will now result in annualized fixed cost savings of approximately $4.4
million. Since the beginning of the year, Bif€hem has also decreased its inventory levels by $17.5 million and
has reduced its senior debt by $19.4 million. Over the medium tonger term, the Company is positioned to
manage through this industry downturn given its solid customer relationships, diverse geographic product
offering, and low operating overheads.

The Petroleum Services Association of Canada (PSAC) has forecastadl tof 1,238 wells to be drilled in
Canada for the fourth quarter of 2015, a decrease 60.3% over the prior year fourth quarter. In addition,
PSAC has also forecaste®]146 wells to be drilled in Canada for 2016, which is 8.4% decrease from 2015.
The number of rigs operating in the USA is expected to weaken in the fourth quarter as supply gluts continue
to lower drilling activity in all the major resource play in the USA.

Management's strategy in the current environment is to preserve working capitapay down debt amidst an
aggressive inventory reduction program and maintain flexibility to be able to respond to opportunities that
are presented when the market does recover. With minimum capex requirements, the Company will continue

to provide superior cust omer perfor mance whi |l e -Smaziimtgdi namdg) TDe
Reduction” initiatives.
Overal, BiChem’' s exceptional industry infrastructure | ocate

product mix and blending services, ble chip customer base, and low cost and highly scalable business model,
collectively, will serve to be a valuable contributor to many customers throughout North America during this
difficult period and will benefit significantly when the market returns to more reasonable levels.

RISKS AND UNCERTAINES

The following information is a summary only of certain risk factors and is qualified in its entirety by

reference to, and must be read in conjunction with the detailed information appearing elsewhere in this

MD&A andBri-# EAT 80 1T OEAO DOAI EA AEOAI T OOOA Al AOI AT OOh ET Al Of
Company for the year ended December 31, 2014. These risks and uncertainties are not the only ones

facing Bri-Chem. Additional risks and uncertainties not currently known to the Company or that the

Company currently considers remote or immaterial, may also impair the operations of the Company. If

any such risks actually occur, the business, financial condition, or liquidity and results of operations of

the Company could be materially adversely affected.
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Liquidity Risk

Liquidity risk is the risk that the Company may not have cash available to satisfy financial liabilities as they
become due. The Company actively monitors its financing obligations, as wellissscash to ensure that it has
sufficient available funds to meet current and foreseeable future financial requirements at a reasonable cost.
The changes in the global financial markets and weak economic conditions can have a significant impact on
the ability of the Company to obtain funding for future financial requirements.

Due to these factors, the Company cannot be certain that funding will be available when needed and to the
extent required, on acceptable terms.If funding is not available when needd, or is available only on
unfavorable terms, the Company may be unable to implement its business plans, or take advantage of
business opportunities, or respond to competitive pressures, all of which could have a material adverse effect
on t he Cdmampiad conditians, fesults of operations, and cash flows.

Market Price Volatility of Common Shares

The market price of the Company’s common shares may b
shareholders to sell the common shares at andsantageous price. Market price fluctuations in the common

shares may be due to the Company’s operating results f
mar ket analysts in any quarter, d o wn w aernthentakregilagoryon i n s
actions, adverse change in market conditions or economic trends, acquisitions, business or asset dispositions

and material announcements by the Company or its competitors, along with a variety of additional factors,

including, but not limited to, those set forth in O# AOOET T AOU 3 O0AO0AIT AlLédking ACAOAEI
y T A&l Ol HWefi.lId dddition, the stock markets, including TSX, may experience significant price and

trading fluctuations. These fluctuations may result in volatility in thestock market prices that often has been

unrelated or disproportionate to changes in operating performance. These market fluctuations may adversely

affect the market prices of the Company’s common share:

Competition and Industry Conditions

Thereisasrong <correlation between drilling activity and
demand for the Company’'s drilling products is further
well drilling and applications common to the foothills region and northern Alberta and British Columbia,

areas known for deeper drilling. Oil and gas activity in these geographic regions is normally strong during

winter months or other times when climatic conditions are favorable.

The capital expenditure progams of oil and gas companies largely affect the products provided by the
Company. The magnitude of capital expenditures determines the demand for the Company's drilling fluids to
the oil and gas industry. The primary catalysts to high expenditures and acity levels in the energy industry
are oil and gas prices which, in turn, are influenced strongly by supply and demand expectations. The ability
to forecast the price of crude oil or natural gas is extremely difficult as many global factors affecting
commodity prices are beyond the control of the Company. The Company attempts to mitigate this risk factor
by assessing current drilling activity reports and future predictions from industry associations and reporting
bodies when creating product demand forecas.

Regulations Affecting the Oil and Natural Gas Industry

The operations of the Company and its customers are subject to or impacted by a wide array of regulations in

the jurisdictions in which they operate. As a result of changes in regulations andws relating to the oil and

natur al gas industry, the Company’'s customers' operat.
authorities. The high cost of compliance with applicable regulations could cause customers to discontinue or

limit their o perations and may discourage companies from continuing activities. As a result, demand for the

-28-



® BRI-CHEM

Right product. Right place. Right time.
MD&A DISCUSSION & ANALYSIESeptember 30, 2015

Company’'s products and services could be substihntially
and natural gas industry.

Supply Risk

The Company dbtributes industrial products manufactured or supplied by a number of major suppliers.
Although the Company believes that it has access to similar products from competing suppliers, any

di sruption in the Company’ s s ogicommosly solfliterasuopagny nyaterialpar t i c u
fluctuation in the quality, quantity or cost of such supply, could have a material adverse effect upon the
Company’'s results of operations and financi al conditio

unanticipated demand, production difficulties or delivery delays. In such cases, suppliers often allocate
products among distributors. Future supply shortages may occur from time to time and may have a short
term materi al a dv er s e sulitsfof operationsoand fihahcéal cahdittpp any > s r e

Oil and Natural Gas Prices

The revenue, cash flow and earnings of the Company are substantially dependent upon and affected by the

level of activity associated with oil and natural gas exploration. Both shotterm and longterm trends in oil

and natural gas prices affect the level of such activity. Worldwide military, political and economic events,

including initiatives by the Organization of Petroleum Exporting Countries, may affect both the demand for

and the supply of oil and natural gas. Weather conditions, governmental regulation, levels of consumer
demand, the availability of pi peline capacity and ot he
the supply of and demand for oil and natural gas &ling to future price volatility. The drilling industry is

cyclical and the fluctuation in the level of oil and natural gas exploration and development activity has a direct

i mpact on the Company’'s business. A n Yevels of grrillingfacticitge nt r ed u
in the WCSB and the United States may severely reduce activity levels for the Company and the resulting cash

flows. Future changes in oil and natural gas prices could result in substantial increases or decreases in total

revenues of the Company. Prolonged financial instability could result in oil and natural gas projects being

deferred or cancelled thereby limiting new revenue streams to the Company.

A substantial decline in the commodity price environment commenced in the fothr quarter of 2014, and
since December 2014, crude oil prices have continued to weakémroughout 2015. The Company anticipates
that commodity prices mayremain low for the balance o0f2015 and into 2016. If crude oil and natural gas
prices continue to decine significantly and remain at low levels for an extended period of time, the carrying
value of other long term assets may be subject to further impairment charges, and future capital spending
could be reduced.

Commodity Price Risk

The cost and availabity of certain fluid products fluctuate due to a number of factors beyond our control,
including global market conditions, foreign currency exchange rates, and demand fgroduct, trade
sanctions, tariffs, competition and price surcharges. Fluctuationg availability, cost selling prices may
materially affect our business, financial condition and cash flow. We attempt to pass along product costs
increases to customers, however, to the extent we are not able to pass on the entire increase to our
customers, our business, financial condition and cash flow may be materially affected.

Concentration risk

The top six and sevencustomers account for 36.0% and 40.9% of revenue for the three and nine months
ended September 30, 2015 respectivel{2014: top six 43.1% andseven44.0%), of whichno single customer
accounted br more than 10% for thethree and nine months endedSeptember 30, 2015The Company does
not usually enter into long term contracts with its customers and there can be no assurance that the cemt
customers will continue their relationships with the Company. The loss of one or more major customers, any
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significant decrease in sales to a customer, or prices paid or any other changes to the terms of service with
customers,could have a material asterse dfect on the financial results, cash flows, and the overall financial
condition of the Company.

Interest Rate Risk

The Company is subject to interest rate risk from its financial leverage of its inventory and accounts
receivable because they arbased on floating rates of interest. The cash flow required to service the debt will
fluctuate with changes in market rates. Increases in prime lending rates may reduce net profits after income
tax. The Company has not entered into derivative arrangemento mitigate these risks.

Foreign Currency Risk

The Company is exposed to foreign currency fluctuations in relation to its sales and purchases in US dollars.
Any change in the value of the Canadian dollar relative to the US dollar during a given finahceporting
period would result in a foreign currency gain or loss on the translation of our US dollar denominated debt
and assets into Canadian dollars. Therefore the Company is exposed to the financial risk of earnings
fluctuations arising from changesin foreign exchange rates and the degree of volatility of these rates. The
Company does not hedge inventories purchased specifically from USA markets, instead the Company relies on
its inventory turnover. The Company has small amounts of sales to areasiteide the USA and Canada
periodically, for which transactions are entered into in US dollars.

Integration of Acquisitions

The Company is expected to continue to grow through acquisitions. The Company may experience difficulties
in integrating an acquired business into the existing operations, including but not limited to integrating
administrative functions, financial reporting, operational and information systems, improvements in
operational effectiveness, standardization of controls, policies and predures and recognizing the synergistic
opportunities of the combined entity. The success of the integration also depends on the ability to retain key
employees of the acquired company.

Entering New Business Lines

The Company may enter into new busineslines with new acquisitions or other opportunities for growth
related to the current business of the Company. There is no guarantee that these new business lines will be
successful in the marketplace to which they are directed. Management makes its beBorts to research and
forecast future profitability of any new business ventures prior to commencing in any new endeavor,
however there are underlying risks that are intangible at the time of entry. The success of any new venture is
also dependent on tle areas of sales and marketing, customer demand, market stability, existing barriers to
entry, and other factors of product introduction.

Seasonal Weather

In Canada, the level of activity in the oil and natural gas industry is influenced by seasonal Wea patterns.
Spring breakup during the second quarter of each year leaves many secondary roads temporarily incapable
of supporting the weight of heavy equipment, which results in severe restrictions in the level of energy
services. The timing and duratn of spring breakup is dependent on weather patterns and the duration of
this period will have an impact on the level of business of the Company.

Product Liability Claims

Although the Company believes it offers superior products in the market place,eaiCompany may have claims
for damages resulting from misapplication of products or from product defects. The Company mitigates this
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risk by providing standard Material Safety Data Sheets information for fluids products. However, the defense
ofclaimscoudl prove costly, therefore increasing the Company
partially successful, it could result in monetary liabilities and future scrutiny from customers on products

sold.

Ability to Achieve Profitability

There canbe no assurance that the Company will be able to achieve profitability in future periods. The
Company’'s future operating results wild.l depend on a ni
successfully execute its corporate strategic plan.There can be no assurance that the Company will be

successful in achieving the objectives of its corporate strategic plan or that its corporate strategic plan will

enable it to maintain or sustain profitability. Failure to successfully execute any materigbart of the
Company’s strategic plan could have a materi al adverse
operations and cash flows.

Credit Risk

The Company’'s revenues are predominantl y nfcompaniggr oduct s
which may result in significant exposure to one customer or on a combined basis to several individual

cust omer s. Concentration of credit ri sk on the Company
industry. T h e Conbrpgalarly revdewsoatstaadjng ateounts receivable and follows up with

customers when settlement has not occurred on a timely basis. During times of weak economic conditions,

the risk of increased payment delays and failure to pay increases duetoaredt i on i n customer’s
Failure to collect accounts receivable from customers
business, financial condition, results of operations and cash flows. The Company generally grants unsecured

credit to its customers; however, it evaluates all new customers as appropriate and analyzes and reviews the

financial health of its current customers on an ongoing basis.

Inventory Risk

The Company distributes to markets that are highly sensitive to price, quéiof product and timeliness of the
delivery and adequate supply levels. In addition, product sales are dependent on demand and demand
fluctuates with the seasonality of the drilling industry in Western Canada. The Company purchases products
to stock warehouses to sufficient levels to meet the demands of customers. Inventory levels are monitored in
an attempt to achieve balance between maximum inventory turnover and optimal customer service. Since
the Company maintains significant quantities of inventoy, the value is subject to the risk of changing prices.

Ability to Maintain Obligations Under Asset -Based Lending Facility and Other Debt

The Company has borrowed a significant amount of cash under its ABL Facility and is required to satisfy
certain financial covenants in order to maintain its good standing under the ABL Facility. The Company may
from time to time enter into other arrangements to borrow money in order to fund its operations and
expansion plans, and such arrangements may include covertarthat have similar obligations or that restrict

its business in some way. Events may occur in the future, including events out of the Company's control that
would cause the Company to fail to satisfy its obligations under the ABL Facility or other dehstruments. In
such circumstances, the amounts drawn under the Company's debt agreements may become due and payable
before the agreed maturity date and the Company may not have the financial resources to repay such
amounts when due. The ABL Faciltyisecur ed by the majority of the Compar
were to default on its obligations under the ABL Facility or other secured debt instruments in the future, the
lender(s) under such debt instruments could enforce their security and seizdlar significant portions of the
Company’ s assets.
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Income Tax Expense

The Company collects, accrues, and pays significant amounts of income taxes and has significant deferred tax
liabilities and tax expense. The amounts reported are based on maragne nt ' s best esti mates u
enacted tax rules and accounting principles related to income tax reporting at the time of preparation. Tax

interpretations, regulations, and | egislationualhat per
change. There is a risk that the actual tax owing may differ from this amount, which could affect the
Company’'s reported net income after tax and earnings p

specialist to review the calculation of defered taxesat year endto help mitigate the risks in this area.
Workplace Safety, Health and Wellness

The Company’s employees may face workplace health and
result in injury or | afety tProgram nisein place Tchreduc€ dskspta pepples the S
environment and the Company’s business, and is continu
These risks and hazards could result in personal injury, loss of life, environmental damage other damage

to the Company’'s property or the property of others. T
these risks, and could become liable for damages arising from these events against which are not insured.

Environmental Liabilit y

As a result of the Company’s operations dealing with
connection with the transportation, storage and disposal of drilling fluid products, the Company is exposed to
potential environmental liability in connection with its business. The Company maintains compliance with
current environmental standards and monitors its practices concerning the handling of environmentally
hazardous materials, however, there can be no assurance that the Company's proceduvai prevent
environmental damage occurring from spills of materials handled by the Company or that such damage has
not already occurred. Although the Company enforces a program to identify and address contamination
issues before acquiring or leasing propeies, and attempts to utilize generally accepted operating and
disposal practices, hydrocarbons or other wastes may have been disposed of or released on or under
properties owned, leased, or operated by the Company prior to the Company owning, leasingogrerating
these properties. These properties and the wastes disposed thereon may be subject to environmental laws
that could require the Company to remove the wastes or remediate sites where they have been released.
Laws and regulations relating to the enironment that apply to the business and operations of th€ompany is
likely to change and become more stringent in the future. While regulatory developments that may follow in
subsequent years could have the effect of reducing industry activity, the Compacannot predict the nature

of the restrictions that may be imposed. The Company may be required to increase operating expenses or
capital expenditures in order to comply with any new environmental restrictions or regulations which could
have a materialy adverse effect on the operations of the Company and its financial condition, results of
operations and cash flow.

Dependence on Key Personnel

The success of the Company will be dependent on the services of the members of its senior management. The
experience and talents of these individuals will be a significant factor in the success and growth of the

Company. The loss of one or more of these individuals could have a material adverse effect on the operations

and business prospects of the Company. Fu her mor e, as part of the Company'’
continue to hire highly qualified individuals, including financial, sales and operations personnel. There can be

no assurance that the Company will be able to attract and retain qualified persoel in the future. The
compensation program in place includes salary, benefits, and bonus structures, and is designed to provide fair
compensation to all personnel and adequate performance incentives. Other nomonetary measures

including training and devdopment and recognition are used to ensure the culture stays focused on key

personnel retention.
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Insurance risk

The Company has insurance and risk management programs in place to protect its assets, operations and
employees. Although the Company has oliteed insurance against certain of the risks to which it is exposed,

such insurance is subject to coverage limits and no assurance can be given that such insurance will be
adequate to cover the Company’' s | i ab uré drtifiaeasablegthat wi | | b
premiums will be commercially justifiable. If the Company were to incur substantial liability and such

damages were not covered by insurance or were in excess of policy limits, could have a material adverse

effect on the resultsof operations and financial condition.

Fuel Prices

The Company incurs costs relating to fuel for its transportationf its products and as such higher fuel prices

could have a materi al adverse effect on fihahcalp&itianpany ' s
The Company mitigates this risk by implementing fuel economy, asset utilization, routine repairs and
maintenance prograrrs, and using multipke competitive freight carriers.

Potential Liabilities from Acquisitions

In pursuing acquisitions, the Company conducts due diligence procedures on the business being acquired. It
seeks to understand and identify all liabilities and representations of the business being acquired. Despite
such efforts, there can be no assurance that the Companyaymot become subject to undisclosed liabilities as

a result of acquisitions. Liabilities may exist which were not discovered during the due diligence process prior
to completing the acquisition. This failure to discover potential liabilities may be due twarious factors, such

as our failure to accurately assess all of the prexisting liabilities of the operations acquired or vendors
failing to comply with laws. If this occurs, the Company may be responsible for such violations which could
have a materialadverse effect on the business.

CRITICAL ACCOUNTINGSTIMATES

In preparing the annual consolidated financial statements, in conformity with International Financial
Reporting Standards (“1I FRS"), management it affectteequi r ed
reported amounts of assets and liabilities, the disclosures of contingent assets and liabilities at the date of the

reporting date and the reported amounts of revenues and expenses during the reporting period. These
estimates are based on histr i ¢ al experience and management’s judgme
future events involves uncertainty and, consequently, the estimates used by management in the preparation

of the consolidated financial statements may change as future events unfplddditional experience is

acquired or the environment in which the Company operates changes. The accounting policies and practices

that involve the use of estimates that have significan
allowance for doubtful accounts receivable, the sales return provision, inventory obsolescence, net realizable

value inventory write-downs and write-ups, the estimated useful life of property and equipment and

intangible assets and the corresponding amortization ratesthe valuation of deferred tax assets, the

impairment testing of goodwill and longlived assets, valuations of accrued liabilities and deferred tax

liabilities, the fair value of derivative financial instruments, and stock based compensation. Managementltee

actual results will not be materially different from these estimatesThe most significant estimates made by
management include:

Impairment financial assets
Al l of the Company’s financi al assets ar ecemwithvheewed f o

accounting policy stated in the note 2o the annual consolidated financial statementsAt the end of each
reporting period, management reviews the individual balances in accounts receivable and assesses their
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recoverability based on the agingof outstanding balances, historical bad debt experience, indicators of
changes in customer credit worthiness, and changes in customer payment terms, to identify and determine
the extent of impairment if any.

Sales return provision

Accounts receivable areconsidered asignificant financial asset Included in this balance is a sales return
provision for the fluids distribution division. The division experiences product returns, as is common in the
industry, for many reasons as customers buy bagged produdirfdrilling sites and will return unused product
upon drilling completion for a refund. Management closely monitors returns and estimates a prouis based
on sales each monthThe provision factors in seasonality of operations, current market conditionsand past
history to come to a current rate for the month. While management does not normally see significant
variances from this provision, if unpredicted high or low returns are subsequently incurred there is the
potential to affect accounts receivable ad revenues over and above the estimated provision already
recorded.

Inventory valuations

Inventory is measured at the lower of cost and net realizable value. Net realizable value is an estimate of
future selling prices less the costs to sell. Managemeneviews inventory periodically and uses the most
reliable evidence in determining the net realizable values of the inventories. This includes examining the
value of inventory againstaging of the inventory, current market conditions, past sales historyand future
sales trends predictions to determine the recoverable amount. When impairment is recorded, management
tracks the future sales of these items and reverses any wriidown where the net realizable value has
subsequently increased.

Impairment teding of intangible assets and property and equipment

The Company is required to test for impairment of intangible assetwith definite useful life and property and
equipment whenever events or changes in circumstances indicate that the carrying amount thiese assets
may not be recoverablelntangible assets that have an indefinite useful life are not subject to amortization
(goodwill) are tested annually for impairment. For the purposes of assessing impairment, assets are grouped
at the lowest levels forwhich there are largely independent cash inflows (caslgenerating units). As a result,
some assets are tested individually for impairment. An impairment loss is recognized for the amount by
which the asset's or caskgenerating unit's carrying amount exceed its recoverable amount, which is the
higher of fair value less costs to sell and valdi@-use. Impairment losses are allocated first to goodwill, then
to remaining assets. To determine the value-use, management estimates expected future cash flows ifno
each cash generating unit and determines a suitable interest rate in order to calculate the present value of
those cash flows. The data used for impairment testing procedures are directly linked to the Company's latest
approved budget, adjusted as neceasy to exclude the effects of future reorganizations and asset
enhancements. Discount factors are determined individually for each cagienerating unit and reflect their
respective risk profiles as assessed by management. Impairment loss is charged to ifeens in each cash
generating unit, first to goodwill, then to all other items on a prerata basis. An impairment charge relating to
property and equipment, and intangible assets, excluding goodwill, is reversed if the caghe ner at i ng
recoverable anount exceeds its carrying amount.

Income taxes

Management calculates the provision for income taxes based on all available information at the time of
reporting. This includes recording deferred tax assets related to losses incurred by the Company thae a

expected to be recovered in future periods. The calculation requires certain areas of significant judgment
interpreting tax rulings and regulations, which are constantly changing. This includes the calculation of
deferred taxes, which is basedontheta j ur i sdi cti on’
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between accounting and income tax are expected to reverse. The effect of a change in rates would be included
in the period during which the change is considered to be substantively aoted.
Business combinations

The Company uses valuation techniques in determining fair values of the various elements of a business
combination, including intangible assets, based on future expected cash flows and a discount ratkese
determinations involve significant estimates and assumptions regarding cash flow projections, economic
risks and weighted average cost of capital. If future events or results differ significantly from these estimates
and assumptions, the Company could record impairment chges in the future.

Stockbased compensation

The Company uses the BlaeBcholes Option Pricing Model for valuing its stock options to employees and
directors at the date of issue. Management uses estimates of the expected life, the-figle rate, expeced
volatility, and expected forfeiture rate when calculating the value of the options issued. These estimates may
vary from the actual expense incurred and are updated at each reporting period based on information
available at that time. The Company valuesptions issued to noremployees based on available evidence of
the value the transaction represents to the Company based on services provided in exchanging for the option.

ACCOUNTING POLICIES

The discussion in this section is qualified in its entirbty t h e afy Regardingo Forwarel.ooking
I nformationd section presented at the beginning of

The interim consolidated financial statements for the quarter ende®eptember 30, 2015have been prepared
in accordance with the accounting policieadopted in the Company's annual financial statements fdhe year
ended December 31, 2014.

FUTURE ACCOUNTING RBNOUNCEMENTS

Certain new standards, interpretations, amendments and improvements to existing standards were issued by
the IASB or Internationd Financial Reporting Interpretations Committee ("IFRIC") that are not yet effective
for the interim financial statements for the quarter endedSeptember 30, 2015The Company has reviewed
new and revised accounting pronouncements that have been issued kare not yet effective as at th dateof
the interim consolidated financial statementsfor the three month period ended September 30, 2015and
determined that the following may have an impact on the Company:

IFRS & Financial instruments

The complete vesion of IFRS 9 replaces most of the guidance in IAS 39 Financial Instruments: Recognition
and Measurement. IFRS 9 retains but simplifies the mixed measurement model and establishes three primary
measurement categories for financial assets: amortized cogair value through other comprehensive income
and fair value through profit and loss. There is now a new expected credit losses model that replaces the
incurred loss impairment model used in IAS 39. IFRS 9 relaxes the requirements for hedge effectivenags
replacing the bright line hedge effectiveness tests. IFRS 9 is effective for annual periods beginning on or after
January 1, 2018, with early adoption permitted. The Company is assessing the impact of this standard on its
consolidated financial statemetts.
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IFRS 1% Revenue from contracts with customers

IFRS 15 converged standard on revenue recognition. It replaces IAS 11 Construction Contracts, IAS 18
Revenue and related interpretations. This standard outlines a single comprehensive model for i@ to
account for revenue arising from contracts with customers. The core principle of IFRS 15 is that an entity
recognizes revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.
IFRS 15 also includes a cohesive set of disclosure requirements that will result in an entity providing users of
financial statements with comprehensive information about the natureamount, timing and uncertainty of
revenue and cash flows arising from the entity’s contracts with customers. IFRS 15 becomes effective for
annual periods beginning on or after January 1, 2017, with early adoption permitted and is to be applied
retrospectively. The Company is assessing the impact of this standard on its consolidated financial
statements.

Amendments to IAS 18Property Plant and Equipment and IAS Z8ntangible assets

This method clarifies that the use of revenudased methods to calcula the depreciation of an asset is not

appropriate because revenue generated by an activity that includes the use of the economic benefits

embodied in the asset. This has also clarified that revenue is generally presumed to be an inappropriate basis

for measuring the consumption of the economic benefits embodieth an intangible asset. The amendments

become effective on or after January 1, 2016. Thi s am
financial statements.

Annual improvements 2014
These anmal improvements amend standards from the 2012014 reporting cycle. It includes changes to:

* IFRS 5, Norcurrent assets held for sale and disontinued operations. The amendment clarifies that,
when an assets (or disposal group) is reclassified from “hefdr sale” to “held for distribution’, orvice
versa, this does not constitute a change to a plan of sale or distribution, and does not have to be
accounted for as such. The amendment also explains that the guidanceabranges in a plan of sale
should be applied to an asset (or a disposal group) which ceases to be held for distribution but is not
reclassified as “held for sale’;

* IFRS 7, Financial instruments; Disclosures. There are two amendments: 1) Servicing contraetan
entity transfers a financial aset to a third party under conditions which allow the transferor to
derecognize the asset, IFRS 7 requires disclosure of all types of continuing involvement that the
entity might still have in the transferred assets. The standard provides guidance abouthat is meant
by continuing involvement. The amendment is prospective with an option to apply retrospectively.
There is a consequential amendment to IFRS 1 to give the same relief to first time adopters. 2)
Interim financial statements —the amendment clarfies that the additional disclosure required by the
amendments to IFRS 7, "Disclosure Offsetting financial assets and financial liabilities™ is not
specifically required for all interim periods unless required by IAS 34.This amendment is
retrospective;

* 1AS 34, Interim financial reporting— the amendment clarifies what is meant by the reference in the
standard to “information disclosed elsewhere in the interim financial report’. The amendment also
amends IAS 34 to require a crosseference from the interim financial statements to the location of
that information. The amendment is retrospective.

These i mprovements become effective on or after July 1
financial statements.
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SHARE DATA

As at November 5, 2015, the Company had23,632,981 common shares issued and outstanding. As of
September 30, 2015 the board of directors may grant options to purchse up to a maximum of,363,298
common sharesAs of September 30, 2015 options topurchase1,495,000common shares were outstandng
at an average price of $.40 per common share.

NON-IFRS MEASURES

Certain supplementary information and financial measures referred to in the MD&A and explained belp
namely EBITDA Operating Expenseperating EBITDAand Cash mterest Expenseare not recognized under
IFRS.

EBITDA

Management believes that, in addition to net earningsEBITDA is a useful supplemental measure that
provides a measure of operating performance without reference to financing decisions, depreciaticor

income tax impacts, which are not controlled at the operating management level. Investors should be
cautioned that EBITDA should not be construed as alternatives to net earnings determined in accordance
with | FRS as an indicamancef The Company’ &Bldémalod of
differ from that of other entities and accordingly may not be comparable to measures used by other entities.

EBITDAIs defined as earnings before interest, taxes, depreciation, amortizationmpairment chargesand
share-based payments.The following is a reconciliation ofEBITDAto net earnings for each of the periods
presented in this MD&A.

For the three months
ended September 30
EBITDA from continued operations PAONES) 2014
Net earnings 351479 $ 3,355,881
Add:
Interest 713,068 843,839
Income taxes 747,827 1,515,934
Depreciation and amortization 422,044 551,712
Share-based payment 104,654 193,213
2,339,072 6,460,579

For the nine months
ended September 30
EBITDA from continued operations 2015 2014
Net (loss)/earnings (984,329) $ 4,480,567
Add:
Interest 2,224,430 2,307,981
Income taxes 23,585 2,307,117
Depreciation and amortization 1,225,693 1,585,215
Share-based payment 445,453 666,006
2934832 % 11,346,886
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Adjusted EBITDA

Adjusted EBITDA is measurevhich has been reported in order to assist in the compason of historical
EBITDAto current results. The calalation of Adjusted EBITDAnormalizes the impact of nonrecurring one
time unusual transactions net of corporate income taxes which did not occur durinipe preceding two years
and are not expected to recur within next two years, and the related impact on net earnings and net earnings
per share. The normalization of this net expense is the calculation of Adjust&BITDAis considered by
management to be anore accurate rgpresentation of the EBITDArom continuing operations.

For the three months

ended September 30
Net earnings and EDITDA 2015 2014
EBITDA $ 2,339,072 $ 6,460,579 $ (4,121,507) (63.8%)
% of sales 8.5% 12.1%
Add/(deduct)
Restructuring costs 120,254 - 120,254 100%
Adjusted EBITDA $ 2,459,326 $ 6,460,579 $ (4,001,253) (61.9%)
% of sales 8.9% 12.1%

For the nine months

ended September 30
Net earnings and EDITDA 2015 2014
EBITDA $ 2934832 $ 11,346,886 $ (8,412,054) (74.1%)
% of sales 3.9% 8.4%
Add/(deduct)
Restructuring costs 811,921 - 811,921 100%
Adjusted EBITDA $ 3,746,753 $ 11,346,886 $ (7,600,133) (67.0%)
% of sales 5.0% 8.4%

Adjusted Net (Loss)/e arnings and Adjusted Net Earnings per Share

Adjusted net(loss)/ earnings and adjusted net earnings per sharare measures which have been reported in
order to assist in the comparison of historical net earnings to current results. The calculation of Adjusted Net
Earnings normalizes the impact of nofrecurring one time unusual transactions net of corporate incoméaxes
which did not occur during the preceding two years and are not expected to recur within next two years, and
the related impact on net earnings and net earnings per share. The normalization of this net expense is the
calculation of Adjusted Net Earmigs and Adjusted Net Earnings per share is considered by management to be
a more accurate representation of the net earnings from continuing operations.
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For the three months

ended September 30

Net earnings 2015 2014

Net earnings $ 351,479 $ 3,355,881
Add/(deduct), net of corporate income taxes:

Restructuring costs 88,988 -
Adjusted net earnings $ 440,467 $ 3,355,881
Weighted average number of shares

Basic 23,632,981 24,024,759
Diluted 23,632,981 24,038,565
Adjusted net earnings, per share

Basic $ 002 $ 0.14
Diluted 0.02 0.14

For the nine months

ended September 30

Net (loss)/earnings 2015 2014

Net (loss)/earnings $ (984,329) $ 4,480,567
Add/(deduct), net of corporate income taxes:

Restructuring costs 600,822 -
Adjusted net (loss)/earnings $ (383,507) $ 4,480,567
Weighted average number of shares

Basic 23,663,624 24,015,462
Diluted 23,663,624 24,033,500
Adjusted net (loss)/earnings, per share

Basic $ 0.02) $ 0.19
Diluted (0.02) 0.19

Adjusted Gross Margins

In compliance with IFRS accounting standa d s , t he Compan ynussinclyde @alsdirectrasdr gi n s
overhead costs associated with ongoing activitiesegardless of whether ornot the loss from sales of products

was incurred due tother est ruct uri ng t he dusethipythenegonmnicadopreurnaAdjusted s ¢
gross margins reflect the product selling price less theost of the product in the ordinary course of business

and exclude |l osses incurred due t aManagenentbelievasthitheg o f
adjusted gross margin is useful information as it provides a more accurate gross margiontribution for
comparative purposes.The following is a reconciliation of adjusted gross margins to IFRS compliant gross
margins for each of the periods presenteéh this MD&A.
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For the three months

ended September 30

Adjusted Gross Margins 2015 2014

Gross Margin ($) 4,833,108 9,662,741 (4,829,633) (50.0%)
As percentage of sales 17.6% 18.1%

Addback: Losses from sale related to inventory reductior

program 289,609 - 289,609 100.0%
Adjusted Gross Margin (%) 5,122,717 9,662,741 (4,540,024) (47.0%)
Sales 27,494,615 53,283,129 (25,788,514) (48.4%)
Less: Sales associated with inventory reduction program

due to economic downturn 2,760,157 - 2,760,157 100%
Adjusted sales 24,734,458 53,283,129 (28,548,671) (53.6%)

Adjusted gross margin as percentage of adjusted sales

20.7% 18.1%

For the nine months
ended September 30

Adjusted Gross Margins 2015 2014

Gross Margin ($) 11,917,020 23,185,530 (11,268,510) (48.6%)
As percentage of sales 15.8% 17.2%

Addback: Losses from sale related to inventory reductior

program 1,126,905 - 1,126,905 100.0%
Adjusted Gross Margin ($) 13,043,925 23,185,530 (10,141,605) (43.7%)
Sales 75,314,368 134,416,336 (59,101,968) (44.0%)
Less: Sales associated with inventory reduction program

due to economic downturn 8,753,904 - 8,753,904 100%
Adjusted sales 66,560,464 134,416,336 (67,855,872) (50.5%)

Adjusted gross margin as percentage of adjusted sales

Operating Expenses

19.6%

Operating expenses is not a concept recognizathder IFRSas it does not include interest, share based
payments, depreciation and amortization expense related to opeations. The following is a reconciliation of
operating expenses as presented in this MD&A to total expenses as presented in 8eptember 30, 2015

interim condensedconsolidated financial statements:

Operating expenses

Operating expenses

Add:
Interest
Depreciation and amortization
Share-based payments

Total expenses

-40-
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2015 2014
2,494,036 3,202,162

713,068
422,044
104,654

3,733,802 $

843,839
551,712
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4,790,926
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For the nine months

ended September 30
Operating expenses 2015 2014
Operating expenses 8,982,188 $ 11,838,644

Add:
Interest 2,224,430 2,307,981
Depreciation and amortization 1,225,693 1,585,215
Share-based payments 445,453 666,006
Total expenses 12,877,764 $ 16,397,846

Operating EBITDA

Management believes that, in addition t@adjusted net earnings, OperatingEBITDAIs a useful supplemental
measure that provides a measure of operating performance without reference iater group corporate cost
allocations, financing decigons, depreciation or income tax impacts, which are not controlled at the operating
management level. Investors should be cautioned thaDperating EBITDA should not be construed as an
alternative to net earnings determined in accordance with IFRS as an incc at or of t he
performance. The Comp anOpéraingBBTDAMag differffront that af otHeraentities g
and accordingly may not be comparable to measures used by other entities.

Operating EBITDA is defined as earnings beforeinter group corporate cost allocations interest, taxes,
depreciation, amortization, impairment charges ad share-based paymentsThe following is a reconciliation
of EBITDA per interim condensed consolidated financial statements for threeand nine months ended
September 30, 2015to Operating EBITDAfor each of the periods presented in this MD&A.

For the three months ended September 30, 2015

EBITDA Corporate cost allocation Operating EBITDA
$ %" $ %" $ %
Fluids Distribution - Canada $ 477,152 54% $ (252,951) (2.8%) $ 224,201 2.5%
Fluids Distribution - USA 119,575 0.9% 195,741 1.5% 315,316 2.4%
Total Fluids Distribution 596,727 2.7% (57,210) (0.3%) 539,517 2.5%
Fluids Blending & Packaging - Canada 168,263 4.0% - 0.0% 168,263 4.0%
Fluids Blending & Packaging - USA 294,035 19.5% 57,210 3.8% 351,245 23.5%
Total Fluids Blending & Packaging 462,298 8.1% 57,210 1.0% 519,508 9.2%
Other ** 1,280,047 N/A - N/A 1,280,047 N/A

Total $ 2,339,072 85% $ = 0.0% $ 2,339,072 8.5%
* As a percentage of divisional revenues
** Other includes corporate overhead costs

For the three months ended September 30, 2014

EBITDA Corporate cost allocation Operating EBITDA
$ %" $ %" $ %
Fluids Distribution - Canada $ 2,343,573 101% $ (527,452) (2.3%) $ 1,816,121 7.9%)
Fluids Distribution - USA 1,517,907 7.2% 439,348 2.1% 1,957,255 9.3%
Total Fluids Distribution 3,861,480 8.7% (88,104) (0.2%) 3,773,376 8.5%)
Fluids Blending & Packaging - Canada 791,147 12.2% 40,200 0.6% 831,347 12.9%)
Fluids Blending & Packaging - USA 481,519 18.9% 47,904 1.9% 529,423 20.8%
Total Fluids Blending & Packaging 1,272,666 14.1% 88,104 1.0% 1,360,770 15.1%
Other ** 1,326,433 N/A - N/A 1,326,433 N/A

Total $ 6,460,579 121% $ = 0.0% $ 6,460,579 12.1%
* As a percentage of divisional revenues
** Other includes corporate overhead costs
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For the nine months ended September 30,2015

EBITDA Corporate cost allocation Operating EBITDA

% $ % $ %
Fluids Distribution - Canada $ (224,391) (1.0%) $(1,063,818) (4.7%) $(1,288,209) (5.7%)
Fluids Distribution - USA (761,404) (2.1%) 800,584 2.2% 39,180 0.1%
Total Fluids Distribution (985,795) (1.7%) (263,234) (0.4%) (1,249,029) (2.1%)
Fluids Blending & Packaging - Canada 205,919 1.8% 94,500 0.8% 300,419 2.7%
Fluids Blending & Packaging - USA 682,165 15.5% 168,734 3.8% 850,899 19.3%
Total Fluids Blending & Packaging 888,084 5.7% 263,234 1.7% 1,151,318 7.4%
Other ** 3,032,543 N/A - N/A 3,032,543 N/A

Total $ 2,934,832 39% $ - 0.0% $ 2,934,832 3.9%

* As a percentage of divisional revenues
** Other includes corporate overhead costs

For the nine months ended September 30, 2014

EBITDA Corporate cost allocation Operating EBITDA
$ %" $ %" $ %
Fluids Distribution - Canada $ 4,989,269 8.1% $ (1,421,735) (2.3%) $ 3,567,534 5.8%
Fluids Distribution - USA 2,667,021 5.1% 1,157,423 2.2% 3,824,444 7.4%)
Total Fluids Distribution 7,656,290 6.8% (264,312) (0.2%) 7,391,978 6.5%
Fluids Blending & Packaging - Canada 1,491,625 10.1% 120,600 0.8% 1,612,225 10.9%
Fluids Blending & Packaging - USA 998,727 15.4% 143,712 2.2% 1,142,439 17.6%)
Total Fluids Blending & Packaging 2,490,352 11.7% 264,312 1.2% 2,754,664 13.0%
Other ** 1,200,244 N/A - N/A 1,200,244 N/A

$ 11,346,886 0.0% $ 11,346,886

* As a percentage of divisional revenues
* * Other includes corporate overhead costs

Cash interest expense

Cash interest expense represents terest expense under IFRS adjusted to exclude narash interest expense
related to the amortization of deferred financing costs on boththe ABL Facility and Fulcrum debt.
Management believes that this metric assists in determining the cash interest expenskthe Company. Cash
interest expense is calculated as follows:

For the three months

ended September 30

2015 2014
Interest on short-term operating debt $ 370,189 $ 525,085 $ (154,896) (29.5%)
Interest on long-term debt 338,150 317,938 20,212 6%

Interest on obligations under finance lease 4,729 816 3,913 479.5%
Total interest expense 713,068 $ 843,839 $ (130,771) (15.5%)

Deduct non-cash interest expense:
Amortization of capitalized deferred financing costs $ 64,222 $ 89,842 $ (25,620) (28.5%)

Cash interest expense 648,846 $ 753,997 $ (105,151) (13.9%)
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For the nine months

ended September 30

2015 2014
Interest on short-term operating debt $ 1292946 $ 1,361,639 $ (68,693) (5.04%)
Interest on long-term debt 921,074 943,753 (22,679) (2.4%)

Interest on obligations under finance lease 10,410 2,589 7,821 302.1%
Total interest expense 2,224,430 $ 2,307,981 (83,551) (3.62%)

Deduct non-cash interest expense:
Amortization of capitalized deferred financing costs 193,795 319,291 (125,496)

Cash interest expense 2,030,635 $ 1,988,690

Disclosure controls and mrcedures

The Chi ef Executive Officer (“CEO") and the Chief Fin
management , have established and maintain disclosure ¢
in order to provide reasonable assurane that material information relating to the Company is made known

to them in a timely manner, particularly during the period in which the annual filings are being prepared. The

CEO and CFO, together with management, have evaluated the design and operagifigctiveness of the
Company’' s Bepténiber 8% 2005nd, based on that evaluation, have concluded that these controls

and procedures are effective in providing such reasonable assurance.

Internal controls over financial reporting

The CEO and P, together with management, are also responsible for establishing and maintaining internal
controls over financi al reporting (“ICFR”) within the
regarding the reliability of financial reporting and the preparation of financial statements for external

purposes in accordance with IFRS. The CEO and CFO, together with management, have evaluated the design

and operating effecti veneSpgtembelr 30t2081€andCltased enrthat’ egaludtidbF R as ©
have concluded that the controls are effective in providing such reasonable assurance.

Changes in internal control over financial reporting

There were no changes in the Company’s inte0lbthdt contro
have maerially affected, or that are reasonably likely to materially affect, its internal control over financial
reporting.

It should be noted that while the CEO and CFO believe that #hem Corp.'s disclosure controls and
procedures and internal controls overfinancial reporting provide a reasonable level of assurance that they
are effective, they do not expect that the disclosure controls and procedures or internal control over financial
reporting will prevent all errors and fraud. A control system, no mattethow well conceived or operated, can

provide only reasonable, not absolute, assurance that the objectives of the control system are met.
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