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MANAGEMENT'S DISCUSSION & ANALYSIS 
 
 
 
This Management's Discussion and Analysis ("MD&A") should be read in conjunction with Northern Spirit Resources Inc.'s 
("Northern Spirit" or the "Corporation") unaudited condensed interim financial statements for the three and six months 
ended June 30, 2015.  Certain information regarding Northern Spirit contained herein may constitute forward-looking 
statements under applicable securities laws. Such statements are subject to known and unknown risks and uncertainties that 
may cause actual results to differ materially from those anticipated or implied in the forward-looking statements.  This MD&A 
is dated August 27, 2015. 
 
 
Basis of Presentation and Accounting Policies  
The unaudited condensed interim financial statements for the three and six months ended June 30, 2015 and 2014 have been 
prepared in accordance with International Financial Reporting Standards ("IFRS") as issued by the International Accounting 
Standards Board ("IASB"). The accounting policies have been applied consistently to all periods presented in the financial 
statements. 
 
Non-IFRS Measures 
This MD&A includes the following measures that are from time to time used by the Corporation, but do not have any 
standardized meaning under IFRS and may not be comparable to similar measures presented by other companies: 
 
a) "Funds from operations" - should not be considered an alternative to, or more meaningful than, "cash flow from 

operating activities" as determined in accordance with IFRS as an indicator of the Corporation's financial performance. 
Funds from operations is determined by removing the change in working capital applicable to operating activities from 
cash flow from operating activities. Management believes that in addition to cash flow from operating activities, funds 
from operations is a useful supplemental measure as it provides an indication of the results generated by the 
Corporation's principal business activities before the consideration of how such activities are financed.  

 
b) "Operating income" – Operating income is calculated by deducting royalties and production expenses, including 

transportation costs, from revenues. 
 
c) “Operating netback” – Operating netback is calculated by deducting royalties and production expenses, including 

transportation costs, from revenues on a per unit basis. 
 
BOE Presentation 
Certain natural gas volumes have been converted to barrels of oil equivalent ("boe") using six thousand cubic feet ("mcf") of 
natural gas equal to one barrel ("bbl") of oil. 
 
The term "barrels of oil equivalent" (boe) may be misleading, particularly if used in isolation. A boe conversion of six thousand 
cubic feet of natural gas to one barrel of oil (6:1) is based on an energy equivalency conversion method primarily applicable 
at the burner tip and does not represent a value equivalency at the wellhead.  
 
Given that the value ratio based on the current price of crude oil as compared to natural gas is significantly different from the 
energy equivalency of 6:1, utilizing a conversion on a 6:1 basis may be misleading as an indication of value. 
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FORWARD-LOOKING STATEMENTS 
 
Certain statements contained within this MD&A constitute forward-looking statements. These statements relate to future 
events or our future performance. All statements other than statements of historical fact may be forward looking statements. 
Forward-looking statements are often, but not always, identified by the use of words such as "seek", "anticipate", "budget", 
"plan", "continue", "estimate", "expect", "forecast", "may", "will", "project", "predict", "potential", "targeting", "intend", 
"could", "might", "should", "believe" and similar expressions. These statements involve 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.   
 
In particular, this MD&A contains the following forward-looking statements pertaining to, without limitation, the following: 
the Corporation's future development and exploration activities and the timing thereof; the future liquidity and financial 
capacity of the Corporation; and the Corporation's ability to fund its working capital and expected capital expenditures. In 
addition, statements relating to "reserves" are deemed to be forward-looking statements, as they involve the implied 
assessment, based on certain estimates and assumptions that the reserves described can be profitably produced in the future. 
 
With respect to the forward-looking statements contained in this MD&A, the Corporation has made assumptions regarding: 
future commodity prices; the impact of royalty regimes and certain royalty incentives; the timing and the amount of capital 
expenditures; future operating expenses including processing and gathering fees; the performance characteristics of oil and 
natural gas properties; the size of oil and natural gas reserves; the ability to raise capital and to continually add to reserves 
through exploration and development; the continued availability of capital, undeveloped land and skilled personnel; the 
ability to obtain equipment in a timely manner to carry out exploration and development activities; the ability to obtain 
financing on acceptable terms; the ability to add production and reserves through exploration and development activities; 
and the continuation of the current tax regulation.  
 
We believe the expectations reflected in those forward-looking statements are reasonable but no assurance can be given 
that these expectations will prove to be correct and such forward-looking statements included in this MD&A should not be 
unduly relied upon. These statements speak only as of the date of this MD&A. The actual results could differ materially from 
those anticipated in these forward-looking statements as a result of the risk factors set forth below and elsewhere in this 
MD&A: which include volatility in market prices for oil and natural gas; counterparty credit risk; access to capital; changes or 
fluctuations in production levels; liabilities inherent in oil and natural gas operations; uncertainties associated with estimating 
oil and natural gas reserves; competition for, among other things, capital, acquisitions of reserves, undeveloped lands and 
skilled personnel; stock market volatility and market valuation of the Corporation's common shares; geological, technical, 
drilling and processing problems; limitations on insurance; changes in environmental legislation applicable to our operations, 
and our ability to comply with current and future environmental and other laws; changes in income tax laws or changes in 
tax laws and incentive programs relating to the oil and gas industry, changes in the regulatory regimes under which the 
Corporation operates, changes in the political and social environment that may impact the Corporation and the other factors 
discussed under "Risk Factors" in this MD&A. Readers are cautioned that the foregoing lists of factors are not exhaustive. The 
forward-looking statements contained in this MD&A are expressly qualified by this cautionary statement. The forward-
looking statements contained in this document speak only as of the date of this document and the Corporation does not 
assume any obligation to publicly update or revise them to reflect new events or circumstances, except as may be required 
pursuant to applicable securities laws. 
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OPERATING RESULTS 
 

 Average Daily Volumes 

SALES 
Three months ended June 30 Six months ended June 30 

2015 2014  Change 
% 2015 2014  Change 

% 

Oil (bbl) 282 102 176 318 113 181 

Natural gas (mcf) 238 241 (1) 253 271 (7) 

NGL (bbl) 5 12 (58) 4 9             (56) 

Barrels of Oil Equivalent (boe) 327 154 112 364 167 118 

 Average Prices ($) 

SALES 
Three months ended June 30 Six months ended June 30 

2015 2014  Change 
% 2015 2014  Change 

% 

Oil ($/bbl) 58.23 89.25 (35) 50.20 85.23 (41) 

Natural gas ($/mcf) 2.82 4.83 (42) 2.91 5.38 (46) 

NGL ($/bbl) 63.98 28.41 125 55.24 44.62 24 

Barrels of Oil Equivalent 
($/boe) 53.02 62.56 (15) 46.48 68.69 (32) 

 
Average crude oil sales for the three and six months ended June 30, 2015 increased to 282 barrels per day and 318 barrels per 
day respectively as compared to 102 barrels per day and 113 barrels per day for the three and six months ended June 30, 2014. 
This represents a 181% increase year over year for the six month period. The Corporation drilled five oil wells in Q2 and Q3 of 
2014, which resulted in the increased daily oil production in 2015. 
 
For the three and six months ended June 30, 2015, average natural gas sales decreased to 238 mcf per day and 253 mcf per day  
respectively from 241 mcf per day and 271 mcf per day respectively in 2014. The Corporation had a small number of natural 
gas wells that were producing in 2014 that were shut in during Q1 of 2015 due to the low pricing environment.  Most of the 
existing natural gas production is gas that is associated with the Corporation’s oil production. 
 
In the first half of 2015 NGL sales were 4 barrels per day. The Corporation's NGL production represents 1% of the Corporation’s 
total production and therefore NGL production does not have a material effect on operating results. 
 
In the first half of 2015, the Corporation produced 66,326 boe for an average of 364 boe per day, comprised of 88% oil and 
NGLs and 12% natural gas. During the same period in 2014, the Corporation produced 29,795 boe for an average of 167 boe 
per day, comprised of 73% oil and NGLs and 27% natural gas.   
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BENCHMARK PRICING 
 
Northern Spirit’s production is predominantly medium grade crude oil with gravities ranging between 25 to 28 degrees API. The 
Corporation markets its oil based on prices linked to the WCS / Hardisty oil stream, adjusted for the quality of the Corporation’s 
oil. The WCS benchmark price is influenced by the North American benchmark price for light sweet crude oil (being West Texas 
Intermediate), transportation costs, quality adjustments, the exchange rates for United States and Canadian dollars and the 
supply of and demand for particular crude streams. 
 

Average Benchmark Prices  
        Six months ended June 30  Change 
         2015  2014  (%)  
Crude Oil – WTI (US$/bbl)     56.61  100.04  (43) 
Crude Oil – WCS / Hardisty ($/bbl)    52.44  87.03  (40) 
Natural Gas - AECO ($/mcf)    2.74  5.01  (45) 
Exchange Rate (US$/CDN$)    0.804  0.904  (11) 
 
 
FINANCIAL RESULTS 
 
Revenue from the sale of petroleum and natural gas (P&NG) is recorded on a gross basis when title passes to an external party 
and is recognized based on volumes delivered to customers at contractual delivery points and rates. The costs associated with 
the delivery, including production, transportation and production-based royalty expenses are recognized in the same period in 
which the related revenue is earned and recorded. 

 

OPERATING INCOME / NETBACK 
 

 Three months ended June 30 Six months ended June 30 

 2015  
($) 

2014  
($) 

Change 
(%) 

2015 
($) 

2014  
($) 

Change 
(%) 

P&NG revenue 1,579,699 874,295 81 3,068,735 2,072,414 48 

Royalties 65,717 60,534 9 134,915 179,732 (25) 

Production expenses 474,613 184,815 157 907,377 523,875 73 

Operating  income 1,039,369 628,946 65 2,026,443 1,368,807 48 

       

Revenue per boe 53.02 62.56 (15) 46.48 68.69 (32) 

Royalty per boe 2.21 4.33 (49) 2.04 5.96 (66) 

Production Expenses per boe 15.93 13.22 20 13.74 17.36 (21) 

  Operating netback  per boe 34.88 45.01 (22) 30.70 45.37 (32) 

 
Petroleum and natural gas revenue increased to $1,579,699 and $3,068,735 respectively for the three and six months ended 
June 30, 2015 from revenue of $874,295 and $2,072,414 respectively for the three and six months ended June 30, 2014. 
However revenue on a per boe basis decreased by 32% from $68.69 in the first half of 2014 to $46.48 in the first half of 2015.  
 
Although daily oil production for the six months ended June 30, 2015 had risen by 181% compared to the six months ended 
June 30, 2014, the revenues did not increase accordingly.  This was due to a 41% decrease in the price received for a barrel of 
oil between 2014 and 2015. 
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Royalties increased by 9% to $65,717 in the three months ended June 30, 2015 from $60,534 during the same period in 2014. 
Royalties decreased by 25% to $134,915 in the six months ended June 30, 2015 from $179,732 during the same period in 2014. 
Royalty expenses per boe for the six months ended June 30, 2015 averaged $2.04, which was a 66% decrease from $5.96 during 
the six months ended June 30, 2014.  Royalties as a percentage of revenues were 4% in 2015 and 9% in 2014. Royalty formulae 
are based on both volume and price components.  In 2015, reduced product prices contributed to lower royalty rates. 
 
Production expenses in the three and six months ended June 30, 2015 increased to $474,613 and $907,377 from $184,815 and 
$523,875 for the same period in 2014 as a result of the higher production volumes and well workovers totaling $89,046. 
Production expenses per boe for the first six months of 2015 decreased by 21% to $13.74 from $17.36 in 2014. For the second 
quarter of 2015, production expenses per boe increased to $15.93 from $13.22 in Q2 2014. Without the workover activity and 
the annual taxes and fee, Q2 production expenses were $11.84 per boe. A high level of operational efficiency in the field resulted 
in the lower operating cost per boe.  As a percentage of revenues, production expenses were 30% in 2015 as compared to 25% 
in 2014. Workover activity in 2015 contributed to the 2015 increase. 
 
Operating income for the three and six months ended June 30, 2015 increased to $1,039,369 and $2,026,443 respectively from 
$628,946 and $1,368,807 respectively for the same period in 2014, primarily due to the increased production volumes. 
Operating netback per boe was $30.70 in the first half of 2015, a 32% decrease from $45.37 which was due to significantly 
reduced pricing that was partially offset by lower royalties and lower operating expenses. 
 
 
OPERATING NETBACKS BY PRODUCT 
 

      Six months ended June 30  

 2015             2014     2015             2014  
 Oil Oil Change  Gas Gas Change  
(Average) ($/bbl) ($/bbl) (%)  ($/mcf) ($/mcf) (%)  

Revenue 50.20 85.23 (41)  2.91 5.38 (46)  

Royalty 2.17 7.13 (70)  0.22 0.69 (68)  

Production expense 13.49 17.36 (22)  0.90 2.89 (69)  
Netback 34.54 60.74 (43)  1.79 1.80 (1)  

 
The average price received for oil was $50.20 per barrel over the six months ended June 30, 2015, a 41% drop from $85.23 per 
barrel received over the six months ended June 30, 2014.  The netback for oil decreased 43% from $60.74 per barrel in the six 
months ended June 30, 2014 to $34.54 per barrel in the six months ended June 30, 2015. Lower royalty and production expense 
in the current period partially offset the decrease in oil prices resulting in a $34.54 per barrel netback. 
 
The average price received per mcf of natural gas decreased 46% from $5.38 in 2014 to $2.91 in 2015.  Netbacks for natural gas 
were essentially flat year over year.  Lower royalties and lower production expenses offset the 46% drop in the average price 
received for natural gas. 
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GENERAL & ADMINISTRATIVE EXPENSES 
 

 Three months ended June 30 Six months ended June 30 

      2015  
       ($) 

      2014  
     ($) 

Change  
(%) 

2015  
($) 

2014  
($) 

Change 
(%) 

Gross G&A expenses   367,736 162,224 127   626,666   321,836 95 

Recoveries (230) 25,334 (101) (279) 15,234 (102) 

Capitalized    (125,105) (34,279) 265 (138,601) (61,215) 126 

Net G&A expenses 242,401 153,612 58 487,786 275,855 77 

Net G&A expenses ($/boe) 8.14 10.99 (26) 7.39 9.14 (19) 

 
After recoveries and capitalization, general and administrative (“G&A”) expenses for the three and six months ended June 30, 
2015,  increased to $242,401 and $487,786 respectively from $153,612 and $275,855 respectively for the same period in 2014. 
Increased salaries to professional staff and consulting contracts resulted in the increase in G&A expenses, year over year. The 
Corporation capitalizes internal overhead expenses consisting of geological, geophysical and engineering expenses. 
 
 
FINANCE EXPENSES 
 

 Three months ended June 30 Six months ended June 30 

 2015  
($) 

2014  
($) 

Change 
(%) 

2015  
($) 

2014  
($) 

Change 
(%) 

Interest expense (income) 6,327 (8,707) (173) 10,298 (12,905) (180) 
Accretion of decommissioning 
liability 8,679 10,254 (15) 17,358 20,508 (15) 

Net finance expense 15,006 1,547 870 27,656 7,603 264 

       

Interest expense (income) ($/boe) 0.21 (0.62) (134) 0.16 (0.43) (136) 
Accretion of decommissioning 
liability ($/boe) 0.29 0.73 (60) 0.26 0.68 (61) 

Net finance expense ($/boe) 0.50 0.11 355 0.42 0.25 66 

 
Interest expense in the first half of 2015 includes a commitment fee of $7,500 related to the increase in the Corporation's credit 
facility from $5,000,000 to $6,500,000.  In the first half of 2014, the Corporation was earning interest income on its cash position.   
 
 
STOCK BASED COMPENSATION 
 
On February 17, 2015 the Corporation granted 15,500,000 stock options to directors and officers of the Corporation. The terms 
of the grant are consistent with the Corporation stock option plan. All options are exercisable at $0.05 per common share. The 
stock options vest on each of the first, second and third anniversary of the grant date and expire after five years from the grant 
date. 
 
Share-based payment expense recognized during the six months ended June 30, 2015 was $61,981 (June 30, 2014 - $19,469). 
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DECOMMISSIONING LIABILITIES 
 
Decommissioning liabilities are the present value of management's estimate of future costs to be incurred to properly abandon 
and reclaim the Corporation's properties. Decommissioning liabilities increased from $1,882,866 at December 31, 2014 to 
$2,159,903 at June 30, 2015. Accretion expense is the increase in the decommissioning liabilities resulting from the passage of 
time. For the six months ended June 30, 2015, accretion expense totalled $17,358 (June 30, 2014 - $45,684). 
 
The Corporation’s License Liability Rating (“LLR”) at June 30, 2015 is 6.89. 
 
 
DEPLETION & DEPRECIATION  
 
All costs directly associated with the development of oil and gas reserves are capitalized on an area-by-area basis. Costs 
accumulated within each area are depleted using the unit-of-production method based on proved plus probable reserves 
incorporating estimated future prices and costs.  Costs subject to depletion include estimated future costs to be incurred in 
developing proved and probable reserves. 
 

 Three months ended June 30 Six months ended June 30 

 2015  
($) 

2014  
($) 

Change 
   (%) 

2015  
($) 

2014  
($) 

Change 
(%) 

Depletion & depreciation 331,387 121,658    172 737,053 268,873 174 

Depletion & depreciation ($/boe) 11.12 8.70      28 11.16 8.91 25 

 
During the six months ended June 30, 2015, depletion and depreciation expenses of $737,053 were 174% higher as compared 
to $268,873 for the six months ended June 30, 2014, primarily due to higher production volumes in the period.  
 
 
DEFERRED INCOME TAX EXPENSE 
 
Deferred income tax expense increased to $352,772 and $208,479 for the three and six months ended June 30, 2015 from $nil 
in the 2014 comparative periods. The rise was due to an increase in net income before taxes as well as an increase in the Alberta 
corporate tax rate from 10% to 12% as legislated by the Alberta Government. 
 
  
FUNDS FROM OPERATIONS 
 
Funds from operations for the three and six months ended June 30, 2015 were $790,641 and $1,528,359 respectively (June 30, 
2014 - $484,041 and $1,105,857 respectively).   The increase in funds from operations was predominately due to the increase 
in net operating income from the increase in oil production volumes.  
 
 
NET INCOME AND COMPREHENSIVE INCOME 
 
Net income and comprehensive income for the three and six months ended June 30, 2015 were $201,411 and $563,457 
respectively (June 30, 2014 - $158,089 and $1,797,668 respectively).   In the first half of 2015 compared to the first half of 2014, 
the decrease in net income and comprehensive income was due to higher depletion and deferred income tax expense, coupled 
with the comparative period including a $1,028,625 gain on disposition of property and equipment, partially offset by higher 
operating income in the first half of 2015.     
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CAPITAL EXPENDITURES  
 

                Three months ended June 30 Six months ended June 30 

 2015  
($) 

2014  
($) 

Change 
(%) 

2015  
($) 

2014  
($) 

Change 
(%) 

Geological & geophysical               9,459 25,612  9,459 292,545  

Land 588,634 7,011  748,673 19,483  

Drilling & completions 46,301 2,056,638  268,130 2,416,910  

Equipping & tie-in 56,607 216,425  63,197 223,215  

Furniture & fixtures 10,035 -  10,035 -  

 711,036 2,305,686  1,099,494 2,952,153  

Acquisition/(Disposition) 256,960 -  256,960 (1,103,947)  

Total net capital expenditures 967,996 2,305,686 (58) 1,356,454 1,848,206 (27) 

 
Capital expenditures over the six months ended June 30, 2015 consisted of: 
 
1. The acquisition of 5,922 net acres of land located in East Central Alberta all of which was purchased at Crown land sales 

for $586,200. 
2. The acquisition of additional working interests in lands at Corporation properties at Wildmere from industry partners for 

$256,960.  
3. Additional costs were recorded in drilling, completion and equipping resulting from a change in the Corporation’s working 

interest after year end in a joint venture well drilled in 2014.     
 
Drilling Activity 

Six months ended June 30 
  2015 2014 
  Gross Net Gross Net  
 Oil - - 4 3.25  
 Natural Gas - - - -  
 Service - - - -  
 Dry & 

Abandoned 
- - 1 0.86  

 Total - - 5 4.11  
                        
 
ASSET IMPAIRMENT ASSESSMENT 
 
The Corporation’s cash-generating units (“CGUs”) are reviewed at each reporting date for indicators of potential impairment.  
Such indicators may include, but are not limited to, changes in the Corporation’s business plan, deterioration in commodity 
prices or a significant downward revision of estimated recoverable reserves.  If indicators of asset impairment exist, an 
impairment test is performed by comparing the carrying value of Northern Spirit’s CGUs to its recoverable amount. 

The Corporation performed an impairment assessment of its exploration and evaluation assets and property and equipment 
on a CGU basis and determined there were no impairment indicators identified.  As a result, an impairment test was not 
required as at June 30, 2015.    
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INVESTMENT 
 
The Corporation holds 950,423 common shares in the share capital of a publicly traded company related to non-cash proceeds 
received in a disposition of certain oil and gas assets in 2011.  The fair value at June 30, 2015 was $332,648.   

The gain or loss in comprehensive income is determined by the change in the mark-to-market valuation of the shares from the 
end of the immediately prior reporting period.  For the three months ended June 30, 2015, the Corporation recorded an 
unrealized gain of $85,538 (June 30, 2014 – unrealized loss of $304,135).  For the six months ended June 30, 2015 the gain or 
loss was $nil (June 30, 2014 – unrealized loss of $294,631).   
 
 
CREDIT FACILITY 
 
On May 25, 2015, the Corporation’s Revolving Operating Demand Loan (the “Revolving Loan”) from a Canadian Chartered Bank 
(the “Lender”) was amended to increase the maximum amount available to $6,500,000 from $5,000,000. The Revolving Loan is 
payable on demand and bears interest at a rate equal to the lender’s prime rate plus 1.50% per annum on the outstanding 
principal, payable monthly. At June 30, 2015, the Corporation had drawn $580,000 against the Revolving Loan (December 31, 
2014 – $Nil). The Revolving Loan can be drawn in whole multiples of a minimum of $10,000, and letters of credit and/or letters 
of guarantee can be issued not exceeding an aggregate of $500,000. A non-refundable facility fee calculated at a rate of 0.40% 
per annum is calculated on the unused portion of the authorized amount and is payable monthly. During the year ended 
December 31, 2014, the Corporation paid a non-refundable commitment fee of $5,000 upon closing of the Revolving Loan, and 
an additional $7,500 upon closing of the amendment.  The Corporation can repay the Revolving Loan in whole or in part at any 
time without penalty.  
 
The Revolving Loan is secured by a general security agreement providing a security interest over all present and after acquired 
property and a floating charge on all lands and a $12,000,000 debenture with a first floating charge over all assets of the 
Corporation. 
 
The Corporation is subject to certain reporting and financial covenants that require the Corporation to maintain a working 
capital ratio of at least 1:1, but for the purposes of the covenant, the Revolving Loan and the fair value of any commodity 
contracts are excluded and the unused portion of the Revolving Loan may be added to current assets. At June 30, 2015, the 
working capital ratio under the terms of the Revolving Loan agreement was calculated to be 7.22:1 (December 31, 2014 – 
3.85:1). 
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QUARTERLY FINANCIAL INFORMATION 
 
The quarterly financial information has been prepared in accordance with the accounting policies as contained in Note 2 to 
the audited financial statements.  
 

Quarterly financial information 
(ended)                   Jun 30 Mar 31 Dec 31 Sept 30 Jun 30 Mar 31 Dec 31 Sept 30 

($000 except per share and unit 
values) 2015 2015 2014 2014 2014 2014 2013 2013 

         
P&NG revenue 1,580 1,489 2,917 1,400 874 1,198 869 752 
Net income  201 362 1,102 677 158 1,639 25 263 
Net income per share: basic and 
diluted 0.00 0.00  0.01 0.00 0.00 0.00 0.00 0.00 

         

Average daily sales         

Oil (bbl/d) 282 355 456 173 102 137 116 71 
Natural gas (mcf/d) 238 268 258 130 241 300 346 475 
NGL (bbl/d) 5 4 4 3 12 4 5 8 
Barrels of oil equivalent (boe/d) 327 404 503 197 154 191 179 158 

Average sales prices                

Oil ($/bbl) 58.23 43.73 68.00 84.3 89.25 81.96 68.00 89.41 
Natural gas ($/mcf) 2.82 2.99 3.83 4.26 4.83 5.82 3.61 2.56 
NGL ($/bbl) 63.98 40.05 56.79 71.83 28.41 79.17 63.98 77.18 
 

               
Operating Netback 
Revenue ($/boe) 53.02 40.84 64.41 76.57 68.69 69.58 52.92 51.69 
Royalty expense ($/boe) 2.21 2.07 3.84 8.14 6.41 7.26 3.84 4.78 
Operating expense ($/boe) 15.93 11.87 12.00 19.32 14.75 19.68 18.12 19.88 
Operating netback  ($/boe)  34.88 26.90 48.57 49.11 47.53 42.64 30.96 27.03 

 
 
TREND ANALYSIS 
 
Significant factors and trends that have impacted the Corporation's results over the past eight fiscal quarters include the 
following: 
 
Crude oil production volumes as a percentage of total boe production volumes increased from 45% in September of 2013 to 
87% in June of 2015. This is a reflection of the Corporation’s focus on oil prospects which have a much higher economic return. 
 
Daily average in the quarter ended June 2015 was 327 boe per day, a 106% increase from 158 boe per day in the quarter ended 
September 2013. 
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LIQUIDITY & CAPITAL RESOURCES 
 
The Corporation's policy is to maintain a strong capital base for the objectives of maintaining financial flexibility, creditor and 
market confidence and sustaining the future development of the business. The Corporation actively manages its capital 
structure which includes shareholders’ equity. In order to maintain or adjust its capital structure, the Corporation may from 
time to time issue shares and adjust its capital spending to manage current and projected debt levels. 
 
Capital Resources 

Bank debt available                                                               5,920,000 5,000,000 
Working capital (deficiency)                                                (515,142) (400,489) 
Total capital resources available  5,404,858 4,599,511 

 
The Corporation's capital expenditure program for 2015 is expected to be financed with cash flow and funds raised from the 
Private Placement that closed August 4, 2015.  
 
 
OUTSTANDING SHARE DATA 
 
The Corporation is authorized to issue an unlimited number of common shares and an unlimited number of preferred shares.  
At June 30, 2015, the Corporation's issued share capital and the outstanding securities that are convertible into or exercisable 
or exchangeable for any voting or equity securities of the Corporation are as follows: 

    
Common Shares  347,033,993  
Stock Options   30,600,000  
Warrants   86,259,604  

 
 
OFF BALANCE SHEET ARRANGEMENTS 
 
The Corporation is not party to any arrangements that would be excluded from the balance sheet. 
 
 
RELATED PARTY TRANSACTIONS 
 
Related party transactions not disclosed elsewhere in this MD&A are as follows: 

 
The Corporation rents office space from a company controlled by an officer and director on a month to month basis, at a 
monthly rate of $4,000 (June 30, 2014 - $3,000). Total rent paid during the three and six months ended June 30, 2015 was 
$12,000 and $24,000 respectively (June 30, 2014 - $9,000 and $18,000 respectively).  
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SUBSEQUENT EVENTS 
 
On July 31, 2015 the Corporation completed the first tranche of a non-brokered private placement (the “Private Placement”), 
issuing an aggregate of (i) 601,594,612 common shares of the Corporation at a price of $0.03375 per common share and (ii) 
98,740,741 units of the Corporation (the “Units”) at a price of $0.03375 per Unit, for total proceeds of approximately $23.6 
million. Each Unit consists of one common share of the Corporation and one common share purchase performance warrant 
(the “Performance Warrant”) entitling the holder to acquire one common share at an exercise price of $0.0449 per common 
share within 5 years from the date of issuance, with 1/3 vesting upon the occurrence of the 20-day weighted average trading 
price of the common shares equaling or exceeding $0.0675, $0.0901 and $0.1124, respectively. It is anticipated that the second 
tranche of the non-brokered private placement will close on August 28, 2015. The Private Placement remains subject to final 
regulatory approval. 
 
At August 27, 2015 there were 1,049,869,346 common shares outstanding, no stock options and 64,775,604  warrants to 
purchase an equivalent number of common shares. 
 
Contemporaneous with the closing of the first tranche of the Private Placement on July 31, 2015, the appointment of a new 
management team and new directors was completed. The new management team is led by David Burghardt, President & Chief 
Executive Officer, Travis Stephenson, Vice President, Engineering, Robert Pinckston, Vice President, Exploration, Maureen 
Keough, Vice President, Land and Jeff Mazurak, Vice President, Operations. The new directors of the Corporation are Darren 
Gee, Brian Lavergne, Robert Maitland, John McAleer and David Burghardt.  
 
It is anticipated that the shareholders of the Corporation will be asked to approve a change of the Corporation’s name to “Altura 
Energy Inc.”, and approve a consolidation of the common shares of the Corporation at a meeting to be held in conjunction with 
other corporate business on September 30, 2015.  
 
Northern Spirit will conduct a rights offering (the “Rights Offering”) by way of a rights offering circular which will be mailed to 
all shareholders as of the record date for such offering (the “Record Date”).  Pursuant to the Rights Offering, each shareholder 
will be issued one right (“Right”) for each Common Share held as of the Record Date, entitling that holder to purchase one (1) 
Common Share for each nine (9) Rights held at an exercise price of $0.03375 per Common Share at or before the expiry time of 
the Rights Offering, following which all outstanding Rights shall terminate and expire. There will be no backstop or stand-by 
commitment for the Rights Offering and shareholders will not be offered an additional subscription privilege. Subscribers in the 
Private Placement are not entitled to participate in the Rights Offering. The Rights Offering is subject to applicable regulatory 
approval including the TSX Venture Exchange. 
 
 
POTENTIAL TRANSACTIONS 
 
Within its focus area, the Corporation is always reviewing potential property acquisitions and corporate mergers and 
acquisitions for the purposes of determining whether any such potential transaction is of interest to the Corporation, as well as 
the terms on which such a potential transaction would be available. As a result, the Corporation may from time to time be 
involved in discussions or negotiations with other parties or their agents in respect of potential property acquisitions and 
corporate merger and acquisition opportunities.  The Corporation is not committed to any such potential transaction and cannot 
be reasonably confident that it can complete any such potential transaction until appropriate legal documentation has been 
signed by the relevant parties.  
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CRITICAL ACCOUNTING ESTIMATES 
 
The preparation of the financial statements requires management to make judgments, estimates and assumptions that affect 
the application of IFRS accounting policies and reported amounts of assets and liabilities and income and expenses.  Accordingly, 
actual results may differ from these estimates.  Estimates and underlying assumptions are reviewed on an ongoing basis.  
Revisions to accounting estimates are recognized in the period in which the estimates are revised and in any future periods 
affected.   
 
Critical Judgments in Applying Accounting Policies 
The following are critical judgments that management has made in the process of applying the Corporation’s IFRS accounting 
policies and that have the most significant effect on the amounts recognized in these financial statements:  

(i) Identification of CGUs 

Northern Spirit’s assets are aggregated into CGUs for the purpose of calculating impairment based on their ability to 
generate largely independent cash inflows.  CGUs have been determined based on similar geological structure, shared 
infrastructure, geographical proximity, operating structure, commodity type and similar exposures to market risks.  By their 
nature, these assumptions are subject to management’s judgment and may impact the carrying value of the Corporation’s 
assets in future periods.  

(ii) Identification of impairment indicators 

IFRS requires Northern Spirit to assess, at each reporting date, whether there are any indicators that its assets may be 
impaired.  Northern Spirit is required to consider information from both external sources (such as a negative downturn in 
commodity prices and significant adverse changes in the technological, market, economic or legal environment in which the 
entity operates) and internal sources (such as downward revisions in reserves, significant adverse effect on the financial and 
operational performance of a CGU and evidence of obsolescence or physical damage to the asset).  By their nature, these 
assumptions are subject to management’s judgment and may impact the carrying value of the Corporation’s assets in future 
periods. 
 

Key Sources of Estimation Uncertainty 
The following are the key assumptions concerning the sources of estimation uncertainty at the end of the reporting period that 
have a significant risk of causing adjustments to the carrying amounts of assets and liabilities within the next financial year. 

(i) Reserves 

Reported recoverable quantities of proved and probable reserves requires estimation regarding production profile, 
commodity prices, exchange rates, remediation costs, timing and amount of future development costs, and production, 
transportation and marketing costs for future cash flows.  It also requires interpretation of geological and geophysical 
models in order to make an assessment of the size, shape, depth and quality of reservoirs, and their anticipated recoveries.  
The economical, geological and technical factors used to estimate reserves may change from period to period.  Changes in 
reported reserves can impact the carrying values of the Corporation’s petroleum and natural gas properties and equipment, 
the calculation of depletion and depreciation, the provision for decommissioning obligations, and the recognition of 
deferred tax assets due to changes in expected future cash flows.  The recoverable quantities of reserves and estimated 
cash flows from Northern Spirit’s petroleum and natural gas interests are evaluated by independent reserve engineers at 
least annually. 

The Corporation’s petroleum and natural gas reserves represent the estimated quantities of petroleum, natural gas and 
natural gas liquids which geological, geophysical and engineering data demonstrate with a specified degree of certainty to 
be economically recoverable in future years from known reservoirs and which are considered commercially producible.  
Such reserves may be considered commercially producible if management has the intention of developing and producing 
them and such intention is based upon (i) a reasonable assessment of the future economics of such production; (ii) a 
reasonable expectation that there is a market for all or substantially all the expected petroleum and natural gas production; 
and (iii) evidence that the necessary production, transmission and transportation facilities are available or can be made 
available.  Reserves may only be considered proved and probable if producibility is supported by either production or 
conclusive formation tests. Northern Spirit’s oil and gas reserves are determined in accordance with the standards contained 
in National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities and the Canadian Oil and Gas Evaluation 
Handbook. 
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(ii) Share-based payments  

All equity-settled, share-based awards issued by the Corporation are fair valued using the Black-Scholes option-pricing 
model.  In assessing the fair value of equity-based compensation, estimates have to be made regarding the expected 
volatility in share price, weighted average expected life of the instrument, expected dividend yield, risk-free interest rate 
and estimated forfeiture rate at the initial grant date.  

(iii) Decommissioning liabilities 

The Corporation estimates future remediation costs of production facilities, well sites, gathering systems and facilities at 
different stages of development and construction of assets or facilities.  In most instances, removal of assets occurs many 
years into the future.  This requires an estimate regarding abandonment date, future environmental and regulatory 
legislation, the extent of reclamation activities, the engineering methodology for estimating cost, future removal 
technologies in determining the removal cost and liability-specific discount rates to determine the present value of these 
cash flows.   

(iv) Impairment of non-financial assets 

For the purposes of determining the extent of any impairment or its reversal, estimates must be made regarding future cash 
flows taking into account key assumptions including future petroleum and natural gas prices, expected forecasted 
production volumes and anticipated recoverable quantities of proved and probable reserves.  These assumptions are subject 
to change as new information becomes available.  Changes in economic conditions can also affect the rate used to discount 
future cash flow estimates.  Changes in the aforementioned assumptions could affect the carrying amount of the 
Corporation’s assets, and impairment charges and reversals will affect income or loss. 

(v) Taxes 

Northern Spirit files corporate income tax, goods and service tax and other tax returns with various provincial and federal 
taxation authorities in Canada. There can be differing interpretations of applicable tax laws and regulations. The resolution 
of any differing tax positions through negotiations or litigation with tax authorities can take several years to complete. The 
Corporation does not anticipate that there will be any material impact upon the results of its operations, financial position 
or liquidity. 

Tax provisions are based on enacted or substantively enacted laws. Changes in those laws could affect amounts recognized 
in income or loss both in the period of change, which would include any impact on cumulative provisions, and in future 
periods. 

 
Deferred tax assets (if any) are recognized only to the extent it is considered probable that those assets will be recoverable. 
This involves an assessment of when those deferred tax assets are likely to reverse and a judgment as to whether or not 
there will be sufficient taxable profits available to offset the tax assets when they do reverse. This requires assumptions 
regarding future profitability and is therefore inherently uncertain. Estimates of future taxable income are based on 
forecasted cash flows from operations. To the extent that any interpretation of tax law is challenged by the tax authorities 
or future cash flows and taxable income differ significantly from estimates, the ability of Northern Spirit to realize the 
deferred tax assets recorded at the balance sheet date could be impacted.  

 
 
RISK FACTORS 
 
Risk factors can be found under “Risk Factors” in the Corporation’s annual MD&A for the year ended December 31, 2014, which 
can be found on “www.sedar.com.”   
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IMPACT OF NEW ENVIRONMENTAL REGULATIONS 
 
The oil and gas industry is currently subject to regulation pursuant to a variety of provincial and federal environmental 
legislation, all of which is subject to governmental review and revision from time to time.  Such legislation provides for, among 
other things, restrictions and prohibitions on the spill, release or emission of various substances produced in association with 
certain oil and gas industry operations, such as sulphur dioxide and nitrous oxide.  In addition, such legislation sets out the 
requirements with respect to oilfield waste handling and storage, habitat protection and the satisfactory operation, 
maintenance, abandonment and reclamation of well and facility sites.  Compliance with such legislation can require significant 
expenditures and a breach of such requirements may result in suspension or revocation of necessary licenses and 
authorizations, civil liability and the imposition of material fines and penalties. 
 
 
ABBREVIATIONS 
 
bbl – barrels 
bbls/d – barrels per day 
mcf – thousand cubic feet 
mcf/d – thousand cubic feet per day 
boe – barrels of oil equivalent 
boe/d – barrels of oil equivalent per day 
boe per day - barrels of oil equivalent per day 
NGL – natural gas liquids 
 
 
Reference is made in this MD&A to the Corporation’s Financial Statements filed on the SEDAR website for the Corporation at 
www.sedar.com where additional disclosure relating to the Corporation can also be located. Readers are strongly encouraged 
to review such additional disclosure. 
 



19 
 

CORPORATE INFORMATION 

 

BOARD OF DIRECTORS                                                                   AUDITORS 

David Burghardt                                                                        KPMG LLP 
President & Chief Executive Officer                                          Calgary, Alberta 
Northern Spirit Resources Inc 
 
Darren Gee                                                                                         BANKERS 
President & Chief Executive Officer                                                                                                
Peyto Exploration & Development Corp.                                  ATB Corporate Financial Services                                  
                                                                                                            Calgary, Alberta 
Brian Lavergne                                                                                
President & Chief Executive Officer                                                                                      
Storm Resources Ltd.                                                                        LEGAL COUNSEL 
                                                                                                              
Robert Maitland                                                                                Stikeman Elliott LLP 
Independent Businessman                                                              Calgary, Alberta                                                                                                   
                                                                                                              
John McAleer 
President & Portfolio Manager                                                       EVALUATION ENGINEERS 
Andylan Capital Strategies Ltd. 

                                                                                                        Deloitte LLP 
                                                                                                        Calgary, Alberta 

 
 
                                                                                                             REGISTRAR & TRANSFER AGENT 
OFFICERS 
                                                                                                             Computershare Trust Company of Canada 
David Burghardt                                                                                           Calgary, Alberta 
President & Chief Executive Officer 
 
Travis Stephenson STOCK TRADING 
Vice President, Engineering 
                                                                                                                TSX Venture Exchange 
D. Robert Pinckston                                                                        Trading Symbol: NS 
Vice President, Exploration 
 
Maureen Keough 
Vice President, Land 
 
Jeff Mazurak 
Vice President, Operations 


