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Legal Notice - Forward-Looking Information and Statements

Certain statements in this Management, Discussind Analysis (MD&A")
constitute forward-looking statements. Often, buit ralways, forward-looking
statements use words or phrases such as “expédt®s not expect,” “is expected,”
“anticipates,” “does not anticipate,” “plans,” “plaed,” “estimates,” “estimated,”
“projects,” “projected,” “forecasts,” “forecasted,'believes,” “intends,” “likely,”
“possible,” “probable,” “scheduled,” “positioned;goal,” or “objective.” In addition,
forward-looking statements often state that certaitions, events or results “may,”
“could,” “would,” “might” or “will" be taken, occur or be achieved. Such forward-
looking statements, including, but not limited tetatements with respect to
anticipated levels of production, estimated costsd timing of the Company’s
planned work programs and reserves determinatiorghie known and unknown
risks, uncertainties and other factors that mayseabe actual levels of production,
costs and results to be materially different frdme estimated levels expressed or
implied by such forward-looking statements. The @any believes the expectations
reflected in these forward-looking statements aesonable, but the Company cannot
assure that such expectations will prove to beeotrrand thus, such statements
should not be unduly relied upon. Factors that ¢damduse actual results to differ
materially from those anticipated in these forwhooking statements are described
under the heading “Risks and Uncertainties.” Althlothe Company has attempted to
take into account important factors that could esarstual costs or operating results to
differ materially, there may be other unforeseectdes that increase costs for the
Company, and so results may not be as anticipaitinated or intended.

Statements concerning oil and gas reserve estimagslso be deemed to constitute
forward-looking statements to the extent that tieyolve oil and gas that will be
encountered only if the property in question is eleped. The estimated values
disclosed in this MD&A do not represent fair-marketue. The estimates of reserves
and future net revenue for individual propertiesymat reflect the same confidence
level as estimates for all properties due to tHfect$ of aggregation. Disclosure of
well test results may be preliminary until analyzed interpreted and are not
necessarily indicative of long-term performanceitimate recovery.

For more information, please see the Company’s Ahmnformation Form, dated
March 18, 2016, available atww.sedar.com

This MD&A is management's assessment and analyistheoresults and financial
condition of the Company and should be read inwmetjon with the accompanying
Interim Condensed Consolidated Financial Statememtsrelated notes for the three
months ended March 31, 2016 and 2015. The preparafifinancial information is
reported in United States dollars and is in acawcdawith International Financial
Reporting Standards IFRS’) as issued by the International Accounting Stadsla
Board (1ASB”) unless otherwise noted. All comparative percgesaare between the
quarters ended March 31, 2016 and 2015, unlessvaigenoted.

In order to provide shareholders with full disclsuelating to potential future capital

expenditures, the Company has provided cost esgiat projects that in some cases
are still in the early stages of development. Thessts are preliminary estimates
only. The actual amounts are expected to diffed &mese differences may be

material. For further discussion of the significaaipital expenditures, see “Capital
Expenditures” on page 15.

Additional information with respect to the Companypcluding the Company’s
quarterly and annual financial statements and thieual Information Form, has been
filed with Canadian securities regulatory authestiand is available on SEDAR at
www.sedar.com, on SIMEV at www.superfinanciera.gofweb_valores/Simev, and
on the Company's website at www.pacific.energy.otnfation contained in or
otherwise accessible through our website doesarat & part of this MD&A and is
not incorporated by reference into this MD&A.

This MD&A was prepared originally in the Englishnguage and subsequently
translated into Spanish. In the case of differencediscrepancies between the
original and translated versions, the English deenmnshall prevail and be treated as
the governing version.



Corporate Restructuring Transaction

In the second half of 2015, the Company startethgakteps to protect its integrity while also addieg
covenants in place on the various bonds and bailkitss. At the end of the third quarter and i@ fourth
quarter, the Company was able to obtain covendief.relowever, as oil prices deteriorated in theldié of
the fourth quarter, the Company appointed a firelnatvisor (Lazard Freres & Co. LLC) to assist in
negotiations with a lender steering committee regméng the syndicate of lenders holding the $lllbn
revolving credit facility.

In mid-January 2016, the Company announced itsiiie to use the 30-day grace period with respect t
upcoming bond interest payments but also indictitatlit would engage with its creditors (bondhotdand
banks) with a goal of making its capital structanere suitable to current market conditions. Aspuites
continued to deteriorate throughout January andu@ey, it became clear that the best solution veas t
undergo a full corporate debt-restructuring to lpesserve the assets of the Company. Also in midaky,
the Board of Directors formed the Independent Catemito evaluate all strategic options available.

In late February, the Company commenced a formaitsdion process to solicit interest from prostpee
investors with respect to either (i) an investmergffect the Company’s recapitalization or (ii) @quisition
of all or part of Pacific’s assets.

After an extensive competitive bid solicitation pegs involving the submission of six bids and direc
negotiations among the bidders, the Ad Hoc Commiftehich comprised holders of the Company's senior
unsecured notes), and the Supporting Bank Lendmda(n of the Company’s lenders under its credit
facilities), the Board of Directors, acting on asemendation from the Independent Committee oBtbard

of Directors, approved a comprehensive restruggutiansaction (the Restructuring Transaction”). In
carrying out its review and recommendation, theeprehdent Committee retained UBS Securities Camada |
as the independent financial advisor and Oslerkida® Harcourt LLP as the independent legal counsel

On April 27, 2016, the Company announced that il @aertain of its direct and indirect subsidiaries
(collectively, the Filing Entities”) obtained an Initial Order from the Superior Coaf Justice in Ontario
(the “Court” under the Companies' Creditors Arrangement A€QAA”). This authorized the Filing
Entities to commence the court-supervised Restringfulransaction previously announced with: (i) The
Catalyst Capital Group Inc. on behalf of investmiemtds managed by it Catalyst”); (ii) cetain holders of
the Company’s seniour unsecured notes; and (iitaceof the Company’s lenders unders its creditlifees.

The Restructuring Transaction is a comprehensivanfiial restructuring plan that will significanttgduce
debt, improve liquidity and best position the Compdo navigate the current oil price environment as
proposed by Catalyst. The Restructuring Transaatémresents the culmination of a thorough solictat
process with cooperative and direct negotiationsragjithe Company, the Ad Hoc Committee, the Supprti
Bank Lenders and each of the bidders, includingal@stt To facilitate this process, the Independent
Committee allowed all of the bidders to discloseirttoffers to, and negotiate directly with, the Albc
Committee and the Supporting Bank Lenders afteméttibg their binding offers.

Further, on May 3, 2016, the Company and the Colambranches of its subsidiaries Meta PetroleunpCor
Pacific Stratus Energy Colombia Corp. and Petrorales Colombia Corp. (collectively, th&€dlombian
Filers”) filed a request for recognition in Colombian wnd.aw 1116 of (a) the application for protection,
filed on April 27, 2016, under the CCAA with the @bin Ontario, and (b) the initial order obtainfedm the
Court, on April 27, 2016, pursuant to the CCAA.
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The Catalyst Transaction

During the Restructuring Transaction, operationshef Company’s subsidiaries (thBdtific Group”) will
continue as normal and without disruption. It igi@pated that all obligations to the Pacific Gr&up
suppliers, trade partners and contractors will iooiet to be met throughout this process.

The Company's bank indebtedness and indebtedndbsregard to its senior unsecured notes will be
restructured as set out below:

* Implementation by way of a plan of arrangement pam$ to a court-supervised process in Canada,
together with appropriate proceedings in Colomisider Law 1116, and in the United States.

e Certain of the Company’s noteholders (tfaifiding Creditors’) and Catalyst will jointly provide $500
million of debtor-in-possession financing (thBIP Financing”) less an original issue discount of 4%.
The DIP Financing will be secured by a superpnydién over the assets of the Company and the ieacif
Group (including pledges or other security overrghaf the Pacific Group, inventory, bank accounts,
accounts receivable and economic rights under exjdm and production contracts).

« The providers of the DIP Financing will receive veants to acquire their pro-rata share of 25% of the
fully diluted common shares of the reorganized Canypon implementation of the Restructuring
Transaction.

e The Funding Creditors will provide $250 million tife DIP Financing (theCreditor DIP Financing”).

The Creditor DIP Financing will not be repaid afteof the Restructuring Transaction and will cortver
into five-year secured notes on customary terms.

e Catalyst will provide $250 million of the DIP Fineing (the TCatalyst DIP Financing”). On
implementation of the Restructuring Transactiore atalyst DIP Financing will be converted or
exchanged for 16.8% of the common shares of thggaeized Company. Catalyst has agreed to backstop
the Creditor DIP Financing.

« The claims by the Company's creditors (tidfected Creditors’) regarding approximately $4.1 billion
of senior unsecured notes, approximately $1.20lilbf obligations under the Company’s credit fiei,
as well as the claims of certain other unsecureditors of the Company (but not of the Company’s
subsidiaries), will be fully extinguished and exabad for 58.2% of the common shares of the
reorganized Company (subject in the case of thehotders to dilution arising from the Supporting
Noteholder Consideration, as described below) ‘{(#&féected Creditor Consideration”).

e The Affected Creditors will have the opportunity receive cash in lieu of some or all of the common
shares of the reorganized Company that they wotlldravise be entitled to receive, subject to thenger
and limits of the Cash Out Offer (as defined belolv)s contemplated that the cash election (iBGash
Out Offer”) will be available to all Affected Creditors amised on a structure backstopped by Catalyst.
Specifically, Catalyst has agreed to subscribenfotess than $200 million of equity in the reorgasoi
Company at an equity valuation of no less than $&@0on on the effective date of the Restructuring
Transaction. The Affected Creditors will not beuigd to participate in the Cash Out Offer. As tlash
available under the Cash Out Offer will be limitbgt the amount of the additional equity Catalyst
subscribes for, under certain circumstances, ttsh Qait Offer may be subject to proration.

« The DIP Financing and the Restructuring Transactidlh be subject to certain conditions, including
creditor and court approval, which will be sougstpart of the court-supervised restructuring preces

¢« On completion of the Restructuring Transactioi itontemplated that the fully diluted common skane
the reorganized Company, not giving effect to Gy af the Affected Creditors exercising or utiligithe
Cash Out Offer or (ii) any distribution of the Sapiing Noteholder Consideration (as described bglow
will be allocated as follows:

Catalyst (including as a provider of the DIP Finiagg 29.3%
Funding Creditors 12.5%
Affected Creditors 58.2%

e The Restructuring Transaction will result in a meduction of the Company's indebtedness of
approximately $5 billion and a net reduction of aaninterest expense by approximately $253 million.
Following the conclusion of the Restructuring Traction, the $250 million of new secured notes l
the only debt in the Company's capital structurside of unfunded facilities to support letterscoddit or
hedging activities.

B Pacific E&P




« It is anticipated that certain of the SupportinghBé&enders will provide a letter of credit faciliof up to
$134 million to the reorganized Company.

« The Company has agreed to a “no shop” provisior W@iatalyst for a period of up to 12 weeks in
accordance with the terms of its commitment withaGat.

< Under the terms of the DIP Financing, a break fpeakto 5% of the aggregate principal amount of the
DIP Financing shall be payable by the Company ttalgst and the Funding Creditors in the event the
DIP Financing or the Restructuring Transactionas consummated in accordance with the terms of the
DIP Financing. The Company has agreed to pay Gstslgut-of-pocket expenses in connection with the
Restructuring Transaction.

« No Company equity will be awarded to managemenbh@iCompany’s executive co-chairmen (other than
pro-rata treatment in respect to any unsecuredsrbiey held) on implementation of the Restructuring
Transaction.

< Given the significant impairments to the Comparhésk indebtedness and indebtedness with respect to
its senior unsecured notes (and the treatment oh sndebtedness pursuant to the Restructuring
Transaction), the Company’s existing outstandingnmmon shares will be (i) cancelled for no
consideration or (ii) subject to extensive dilutgunch that, following the completion of the Restaning
Transaction, existing holders of common shares haltl in the aggregate only a nominal amount of the
reorganized Company’s equity and associated vgimger. If the holdings of the existing shareholders
are extensively diluted, such diluted, nominal ivadd will decrease, pro rata, the percentage hgtdof
common shares of the reorganized company to be Iel€atalyst, the Funding Creditors and the
Affected Creditors as set out above.

« The Company's operations will continue as normal aithout disruption.

On May 3, 2016, the Colombian Superintendence ap@ations (the Superintendence”) increased the
level of supervision and monitoring over the Colaambbranches of Meta Petroleum Corp., Pacific 8¢rat
Energy Colombia Corp., Petrominerales Colombia Caapd Grupo C&C Energia (Barbados) Ltd.
(collectively, the Colombian Branches’) by formally assuming “control” over such branshgursuant to a
resolution issued by the Superintendence undeB@#t1 (the Resolution”). The assumption of “control” is
an administrative procedure available to the Sapemdence that allows the Superintendence to take a
preventative or remedial actions that it considezsessary to allow a corporation to resolve cilitiegal,
accounting, economic or other issues. As orderethbySuperintendence pursuant to its control pother,
granting of security over the assets of the ColamiBranches, the transfer of their assets andactinas by
the Colombian Branches outside the ordinary coofskusiness will each require the prior consenthef
Superintendence. The general control powers gitaiot¢he Superintendence by the applicable lawuahel
(i) promotion of plans or arrangement to improve $ituation of a corporation that is subject tohscantrol
powers; (ii) authorization of amendments to theldws of a corporation that is subject to such adntr
powers; (iii) authorization for the issuance andcpiment of shares of a corporation that is sultgestuch
control powers, (iv) authorization of the grantinfj security over corporate assets, transfers gparate
assets and transactions outside the ordinary catiisesiness; (v) removal of the administrators emernal
auditors of a corporation that is subject to suchtl| powers, when irregularities in their actichsem it
necessary; and (vi) the commencement of plenargaaization procedures, among others.

B Pacific E&P



Highlights for the Three Months Ended

March 31, 2016

Financial and Operating Summary

(in thousands of US$ except per share amounts notesl) Q12016 Q42015 Q12015
Oper ating activities
Average sales volumes (boe/d) 120,567 171,928 180,086
Average oil and gas sales (boe/d) 120,220 171,039 164,562
Average trading sales (bbl/d) 347 889 =5
Average net production (boe/d) 142,337 159,831 152,650
Average net production oil (bbl/d) 131,856 149,368 144,094
Average net production gas (boe/d) 10,481 10,463 &55
Combined price ($/boe) 41.67 41.22 49.4
Combined netback ($/boe) 21.83 18.70 22.7
Combined operating cost ($/boe) 19.84 22.52 26.7
Capital expenditures 18,804 160,154 226,034
Financials
Total oil and gas sales and trading sale ($) 456,831 651,970 799,848
Adjusted EBITDAY 163,712 182,917 269,573
Adjusted EBITDA margin (adjusted EBITDA/revenues) 36% 28% 34%
Per share - basic (gj 0.52 0.58 0.8
Funds flow from operatio e 143,102 42,277 170,474
Funds flow from operations margin (funds flow froperations/revenues) 31% 6% 21%
Per share - basic (@j 0.45 0.13 0.5
Net loss from operations before impairment andaggtion expenses (80,454) (198,814) (138,932)
Net los$? (900,949) (3,895,908) (722,256)
Per share - basic (@j (2.86) (12.37) 3D

1. See “Additional Financial Measures” on page 32.

2. The basic weighted average numbers of common sffiaréhe quarter ended March 31, 2016 and 201k @&5,021,198 and 313,255,053,

respectively.
3. Net loss attributable to equity holders of theepar
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Breakdown of Oil & Gasand Trading Results

Three Months EndedMarch 31

2016

2015

Oil & Gas  Trading Total Oil & Gas  Trading Total
Volume sold (boe/d) 120,220 347 120,567 164,562 15,524 180,086
Aver age realized price ($/boe) 41.67 28.95 41.64 49.45 48.34 49.35
Financial results (in thousands of US$)
Revenues 455,916 915 456,831 732,312 67,536 799,848
Cost of oper ations 217,124 841 217,965 395,635 64,016 459,651
Production and purchase cost of barrels sold 96,953 841 , 194 130,725 64,016 194,74
Transportation cost (trucking and pipeliﬁlé) 134,838 4838 165,871 165,87
Diluent cost 25,999 25,999 25,243 25,24.
Other costs (royalties paid in cash) (5,976) (5,976) 12,991 12,99
Overlit'underlift (34,690) 4/600) 60,805 60,80
Gross mar gin 238,792 74 238,866 336,677 3,520 340,197

1.For the three months ended March 31, 2016 and 2fdifsportation costs on a boe basis include thepaay’s share of the income from equity

investments in the ODL and Bicentenario pipelivesich were $15.9 million and $12.9 million, respeely. Refer to Note 15 of the Interim
Condensed Consolidated Financial Statements fatiauil details.

Highlights

Operational

* For the three months ended March 31, 2016, the @ayngaw an average daily net production after
royalties of 142,337 boe/d, a 7% decrease compaitedL52,650 boe/d for the same period in 2015sThi
is mainly attributable to a natural decline ocaugridue to decreased drilling activity, resultingnfr
current market conditions and matching capital exfiteres to approximate cash flow in the quarter.

¢ During the first quarter of 2016, the Company comid to streamline its operations to further reduce
costs. The Company achieved an underlying comhapedating cost of $23.56/boe and a total combined
operating cost (including overlift and other costs) $19.84/boe, compared with $21.73/boe and
$26.72/boe, respectively, in the same period of520d the fourth quarter of 2015, the total comldine

operating cost was $22.52/boe.

Financial

 Revenue decreased to $457 million compared with®682 million in the fourth quarter of 2015,
reflecting lower volumes sold during the quartentially compensated by hedging gains, which hetped
support the Company’s realized prices. Revenueedsed by $343 million compared with $800 million
for the first quarter of 2015, mainly due to lowealized prices.

¢ Average oil and gas sales (including trading) fa first quarter of 2016 were 120,567 boe/d, 33¥elo
than the 180,086 boe/d in the first quarter of 2015

* In the first quarter of 2016, revenue included $h&iRion in realized gains from oil hedging conttsaic
entered in early 2015, helped support the Compamgddized prices above global benchmarks. In
February 2016, the Company early terminated itstantling hedging positions early, taking advantsge
the positive mark-to-market generating cash andawipg liquidity.

« Combined oil and gas operating netback for thetguavas $21.83/boe, 4% lower than $22.73/boe in the
first quarter of 2015. The decrease was mainlybattable to the decline in market prices for crwile
partially offset by the strong hedging position ttlgenerated higher realized prices. The Company’s
average sales price per barrel of crude oil andrabgas was $41.67/boe for the quarter, down from

$49.45/boe in the same period of 2015.
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Adjusted EBITDA for the quarter was $164 milliomdafunds flow was $143 million. Adjusted EBITDA
and funds flow were 39% and 16% lower, respectivaynpared with the same period of 2015.

G&A expenses decreased to $34 million in the fixgtrter of 2016 from $55 million in the same perdd
2015, as the Company continued to control G&A alhai@n-essential spending activities in light oéth
decrease in oil prices.

Net loss for the period was $901 million, largelyedto $27 million of equity tax expense and $667
million non-cash impairment charge taken mainly @h and gas assets and exploration expenses,
reflecting the significant decline in crude oil q&s.

Total capital expenditures decreased to $19 milliorthe first quarter of 2016, compared with $226
million in the same period of 2015.

Going Concern Uncertainty

Despite a number of cost reduction initiatives ttiet Company has implemented, with the current oil
prices, the Company will likely need new financiiogfund its interest payments and debt repaymesits a
they come due, and possibly to fulfill operatingltaneeds. As mentioned above, on April 27, 2016 the
Company obtained an Initial Order from the Courtdemthe CCAA, which (i) authorizes the Filing
Entities to commence a Court-supervised restruguproceeding; (ii) provides protections to allow
normal operations to continue as the Filing Ergifieoceed to consummate the Restructuring Traesacti
with certain noteholders, lenders and The Catalggtital Group Inc.; and (iii) approves: (i) a US00
million debtor-in-possession financing facility aaduper priority lien over assets of the Filingit#s to
secure the obligations under that facility; anjl ilU.S. $134 million letter of credit facility aredsecond
priority lien over assets of the Filing Entitiesgecure the obligations under that facility, allpast of the
Restructuring Transaction.

There is no certainty as to the Company’s abititgticcessfully restructure its long-term debts gamsto

the Restructuring Transaction, and amend the retepperating agreements to eliminate credit rating
covenants should low crude prices persist, andrdouggly, there is a material uncertainty that magtc
significant doubt on the Company’s ability to cowit as a going concern. For more information r riefe
Note 2 in the Interim Condensed Consolidated Firzhi&tatements.
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Operating Netbacks

Our operating costs
continued decreasing
in 2016 as a result of
strategies for
streamlining
production costs and
optimizing field
operations.

COMBINED OPERATING
NETBACK

Q12015

Q42015 Q12016

mmmmmm Combined Realized Price
s Operating Cost
—O0— Netback

Oil & Gas Operating Netback

Combined operating netbacks during the three moatised March 31, 2016, and December
31, 2015 are summarized below.

Thr ee Months Ended March 31 Thr ee Months Ended December 31

2016 2015
Crude Natural X Crude Natural .
il Gas Combined oil Gas Combined

Aver age daily volume sold (boe/day)™ 110,010 10,210 120,220 160,498 10,541 171,039
Oper ating netback ($/boe)

Crude oil and natural gas sales price 4320 25.29 41.67 41.86 31.43 412
Production cost of barrels sdfd 9.36 3.54 8.86 8.61 5.09 84
Transportation (trucking and pipelind) 13.48 (0.05) 12.32 9.36 - 87
Diluent cost 2.60 - 2.38 2.26 - 21
Total oper ating cost 25.44 349 23.56 20.23 5.09 19.31
Other costs) (0.60) (0.55) 1.05 - 09
overlitt/underif® (3.45) 0.17) (3.17) 2.37 0.33 22
Total gperat-m-g cost including over lift/under lift, 2139 330 19.84 2365 542 252
royalties paidin cash and other costs

Oper ating netback crude oil and gas ($/boe) 2181 21.97 21.83 18.21 26.01 18.70

1. Combined operating netback data is based on thghtezi average of daily volume sold, which includésents necessary for the
blending of heavy crude oil and excludes oil fading volumes.

2. Cost of production mainly includes lifting cost aoither direct production costs such as fuel congiompoutsourced energy, fluid
transport (oil and water), personnel expensesraymlties paid in cash, among others.
Includes the transport costs of crude oil and gasugh pipelines and tank trucks incurred by then@any when taking the
products to delivery points for customers, storagsts and external road maintenance at the fi€ldsthe three months ended
March 31, 2016 and 2015, transportation cost ireduthe Company’s share of the income from equitgstments in the ODL and
Bicentenario pipelines.

4. Other costs mainly correspond to inventory fluderand the net effect of the currency hedges efating expenses incurred in
Colombian pesos during the period.

5. Corresponds to the net effect of the overlift posibf $34.7 million income during the first quartgf 2016 ($60.8 million expense
for the first quarter of 2015).

During the three months ended March 31, 2016, tbmgany's average combined realized
price increased from $41.22/boe in the fourth aqgragf 2015 to $41.67/boe, despite the
downward move in global oil prices. The realized miice increased from an average of
$41.86/bbl in the fourth quarter of 2015 to an ager of $43.20/bbl as a result of the
Company'’s hedging program.

After adapting to the low oil price environmentdf15, the Company continued to streamline
operations to maintain cost efficciencies. Totambmed operating costs decreased from
$22.52/boe in the fourth quarter of 2015 to an agerof $19.84/boe in the first quarter of 2016.
Combined operating costs, including productionngportation and dilution costs, increased
from $19.31/boe in the fourth quarter of 2015 t@$B/boe for the first quarter of 2016. The
increased unit cost was mainly a result of lowdur®s sold during the period. During the first
quarter of 2016, there was a 47-day disruptionhef Bicentenario pipeline. However, the
Company was able to source available operationphaity to the OCENSA pipeline at
comparable costs per unit.
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Combined operating netbacks for the first quadéi2016 and 2015 are summarized below.

Three Months Ended March 31

2016 2015
Crude Natural Crude Natural
Oil Gas Combined Oil Gas Combined

Aver age daily volume sold (boe/day) ™! 110,010 10,210 120,220 155,967 8,595 164,562
Oper ating netback ($/boe)
Crude oil and natural gas sales price 4320 2529 4167 50.38 3248 49.4
Production cost of barrels sofd 9.36 3.54 8.86 9.06 4.63 8.8
Transportation (trucking and pipelir® 13.48 (0.05) 12.32 11.77 0.82 11.2
Diluent cost 2.60 = 2.38 1.80 - 17
Total oper ating cost 25.44 349 2356 22.63 5.45 21.73
other cost™” (0.60) - (0.55) 0.93 ©.0 0.8
overlitt/underiit® (3.45) 0.17) (317) 434 (0.08) 41
Total operatlng cost including over lift/under lift, 2139 332 19.84 27.90 530 26.72
royalties paidin cash and other costs
Oper ating netback crude oil and gas ($/boe) 2181 21.97 21.83 22.48 27.18 2273

Notes: Refer to the operating netback table on gage

For the first quarter of 2016, the combined cruii@md gas operating netback was $21.83/boe,
$0.90/boe lower than the same period of 2015 (&2Bo#), and the crude oil operating netback
specifically was $21.81/bbl, $0.67/bbl lower th&we tsame period of 2015 ($22.48/bbl). The
lower netback was mainly attributable to the dexlimcrude oil prices, an event which resulted
in lower realized price of $41.67/boe on a combibasis for the three months ended March 31,
2016, compared with $49.45/boe in the same peridDd5. At the same time, the Company
achieved a significant reduction in total operatiogts (including overlifts/underlifts and other
costs) of $6.88/boe to $19.84/boe. Reductionseild ftosts were achieved through a number of
initiatives, including streamlining the workforce.

Trading Netback

Three Months Ended

Crude ail trading Mar ch 31 December 31

2016 2015 2015
Average daily volume sold (bbl/d) 347 15,524 889
Oper ating netback ($/bbl)
Crude oil traded sales price 28.95 48.34 40.89
Cost of purchases of crude oil traded 26.61 45.82 30.87
Oper ating netback crude ail trading ($/bbl) 234 2.52 10.02

In the first quarter of 2016, the Company tradedegrage of 347 bbl/d compared with 15,524
bbl/d in the same period of 2015. The average wktar volumes traded in 2016 was
$2.34/bbl (a gross margin of $0.07 million) vershis netback obtained in the same period of
2015 of $2.52/bbl (a gross margin of $3.5milliomhe drop in the volumes sold in 2016 was
mainly attributable to the reduction in oil prodoctin Colombia, which allowed other traders
to utilize the available capacity in pipelines ®rore competitive.

The nature of the Company’s oil trading businessgportunistic and often depends on the
available capacity under the pipeline transpontatamgreements. The Company’s ability to

acquire crude oil for trading purposes allows itigg any available capacity and offset the take-
or-pay transport fees.
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Operational Results

NET PRODUCTION AFTER
ROYALTIES

159,831

152,650
- - 142,337
™

36% 38%

Q12015 Q42015 Q12016

mGas

L&M Oil
m Heavy Oil (Quifa & Others)
mHeavy Oil (Rubiales)

Production and Development Review

During the first quarter of 2016, net productioneafroyalties and internal consumption
totalled 142,337 boe/d, a decrease of 17,494 a4m/b) from the average net production of
159,831 boe/d reported in the fourth quarter of5201

During the first quarter of 2016, light and medimet oil production totalled 51,286 bbl/d,

decreasing by 17% from the fourth quarter of 201e decrease is mainly attributable to the
natural decline of the Llanos oil fields, which leamot been sustained by drilling activity,

additionally, Peru production decreased mainly tduthe suspension of operations in Block
192. Heavy oil production from Quifa and other diglalso decreased by 6% during the first
quarter of 2016 compared with the fourth quarteR@f5. Light and medium oil and heavy

crude oil production (excluding production at thebiles field) now represents 36% and
22%, respectively, of total net oil and gas proaturct

The following table highlights the average dailyoguction from all the Company’s
producing fields located in Colombia and Peru.

First Quarter 2016 Production

Aver age Production (in boe/d)

Total fieldproduction _Grosssharebeforerovalties™ Net share after royalties
Producing fields in Calombia Q12016 Q12015 Q12016 Q12015 Q12016 Q42015 Q12015
Rubiakes / Pirir 149,639 161,860 61,857 67,484 49,486 54,713 53,987
Quifa SW? 51,486 57,825 30,419 34,324 27,551 29,818 29,812
201,125 219,685 92,276 101,808 77,037 84,531 83,799

Other fieldsin Colombia

Light and mediurf? 50,205 59,982 47,453 56,753 45,202 50,959 52,731
Gas® 11,486 9,560 10,481 8,556 10,481 10,463 8,556
Heavy oi® 4,868 7,047 3,692 4923 3533 3416 4,708

66,559 76,589 61,626 70,232 59,216 64,838 65,995
Total production Calombia 267,684 296,274 153,902 172,040 136,253 149,369 149,794

Producing fieldsin Peru

Light and mediurf 9,928 6,442 6,084 2,856 6,084 10,462 2,856
9,928 6,442 6,084 2,856 6,084 10,462 2,856
Total production Colombia and Peru 277,612 302,716 159,986 174,896 142,337 159,831 152,650

1. Share before royalties is net of internal consuampéit the field and before PAP at the Quifa SWifiel

2. The Company'’s share before royalties in the Quitaf&Id is 60% and decreases in accordance witlgh-price clause (PAP)
that assigns additional production to Ecopetrd\. $:Ecopetrol”).

3. Mainly includes Cubiro, Cravoviejo, Casanare E€&naguaro, Guatiquia, Casimena, Corcel, CPl N&wahicamo, Arrendajo
and other producing fields.

4. Includes La Creciente, Dindal/Rio Seco, Cerritorl©aera and Guama fields.

5. Includes Cajua, Sabanero, CPE-6, Rio Ariari, Pro&p8 and Prospecto D fields. Subject to appraaihfAgencia Nacional de
Hidrocarburos (ANH"), the Company is in the process of acquiringrémaining 50% participation in the CPE-6 field.

6. Includes Block 192, which has been operating siAogust 30, 2015, with 12,000 bbl/d of gross proguctunder normal
conditions.

Colombia

The Company continues to operate fields and faslito maximize production while
minimizing capital expenditures. Net productioneaftoyalties in Colombia was 136,253
boe/d (267,684 boe/d total field production) foe first quarter of 2016, down from 149,794
boe/d (296,274 boe/d total field production) in #ane period of 2015, and 9% lower than
149,369 boe/d in the fourth quarter of 2015 (290,88e/d total field production).
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PRICES

42.16 41.67
O

Q12015 Q42015 Q12016

= BRENT ICE ($/bbl)
mmm— WTI NYMEX ($/bbl)

—O— Combined Realized Price ($/boe)*

* Excluding Trading

The crude oil and gas
combined realized price
for the first quarter of
2016 was $41.67/boe,
including a realized
hedging gain of
$14.77/boe, which
helped to support the
Company’s realized
prices above market
rates during the quarter.

Reduced production at the mature Rubiales field wasarily due to restricted water
disposal capacity as a result of delays in the renmental approval license for the
Agrocascada water irrigation project. Plans torrethe field to Ecopetrol in June 2016 are
on schedule.

Peru

The Company’s production from Peru consist of. 48&fticipating interest in Block Z-1,
30% working interest in the Los Angeles discovenyBlock 131, and the Block 192
operation contract. Net production after royalfi@sthe first quarter of 2016 totalled 6,084
bbl/d, by 42% decrease from 10,462 bbl/d in thertfowquarter of 2015, mainly due to

suspension of operations in Block 192 as the resudtrupture of the NorPeruano pipeline in
February.

Sales, Trading and Pricing

The following table highlights the average dailyae oil and gas available for sale, realized
and international prices.

Aver age Volume of Sales and Prices

Colombiaand Peru Q12016 Q4 2015 Q12015

Oil (bbl/d) 111,188 161,918 157,88
Gas (boe/d) 10,210 10,541 8,59
Trading (bbl/d) 347 898 15,52
Total barrels sold (boe/d) 121,745 173,348 182,004
Sales from E&E assets (boefﬂ) (1,178) oo (1,918)
Net barrels sold (in boe/d) 120,567 171,928 180,086
Realized prices

Oil realized price ($/bbl) 43.20 41.86 50.3
Gas realized price ($/boe) 25.29 31.43 324
Combined realized price oil and gas $/boe (exclgdiading) 41.67 41.22 494
Trading realized price ($/bbl) 28.95 40.89 48.3

Reference mar ket prices

WTI NYMEX ($/bbl) 33.63 42.16 485
ICE BRENT ($/bbl) 35.21 44.69 55.1
Guajira Gas Price ($MMBt) 5.93 4%, 5.0
Henry Hub average Natural Gas Price ($/MMBtu) 1.98 2.23 2.8

1. Includes sales from exploration and evaluat&sets.

2. The domestic natural gas sales price is refecetthe Market Reference Pricé(RP”) for gas produced in La Guaijira field.
Reference: Official circulars 002 and 090 of 20BAergy and Gas Regulatory CommissioBREG”) and the inform of the results
for the commercialization process 2015 by the navkerator as defined in CREG Resolution 089, 2013.

During the three months ended March 31, 2016, geeod and gas sales (including trading)
totalled 120,567 boe/d, a decrease of 33% from18®&086 boe/d in the same period of
2015, in part due to an overlift settlement of B8 boe/d as well as natural oil production
declines.

The crude oil and gas combined realized price Herthree months ended March 31, 2016,
reached $41.67/boe, $7.78/boe lower than the samedpof 2015. The combined realized
price of $41.67/boe includes a realized oil priegiing gain of $14.77/boe, which helped
support the Company’s realized prices above maikes during the year. See additional
details under “Oil Price-Hedging” on page 16.

For the first quarter of 2016, the WTI NYMEX pridecreased by $14.94/bbl (30.8%) to an
average of $33.63/bbl, compared with the averagg18f57/bbl in the same period of 2015.
Likewise, the ICE BRENT price declined by $19.92/(86.1%) to an average of $35.21/bbl,
compared with the average of $55.13/bbl in the spenmd of 2015.
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Financial Results

Revenues

Three Months Ended

March 31

(in thousands of US$) 2016 2015
Net crude oil and gas sales $ 455,916 $ 732,312
Trading revenue 915 67,536
Total sales $ 456,831 $ 799,848
$ per boe oiland gas 41.67 49.45
$ per bbl trading 28.95 48.34
$ Total averagerevenue per boe 41.64 49.35

During the first quarter of 2016, revenues totalb7 million, 43% lower than the same period 0120

wherein revenues totalled $800 million. This desee&s the result of lower realized oil prices anddr
trading volumes sold.

The following is an analysis of the revenue drivefsprice and volume for the first quarter of 20ib6
comparison with the same period of 2015.

Three Months Ended March 31

2016 2015 Difference Change (%)
Total of boe sold (Mboe) 10,972 16,208 (5,236) (32)%
Avg. combined price - oil & gas and trading ($/poe 41.64 49.35 (7.71) (16)%
Total revenue $ 456,831 $ 799,848 $ (343,017) (43)%

Drivers for the revenue decrease:

Duetowvdlume $ (258,404) 75%
Duetoprice (84,613 25%
3 @)
Operating Costs
Thr ee Months Ended
March 31
(in thousands of US$) 2016 2015
Production cost of barrels sold $ 96,953 $ 130,725
Per boe 8.86 88.
Transportation cost 134,838 165,871
Per boé” 12.32 11.20
Diluent cost 25,999 25,243
Per boe 2.38 7a.
Other cost (5,976) 1299
Per boe (0.55) 88.
Overlift/underlift (34,690) 60,805
Per boe (3.17) 4.11
Oper ating cost 217,124 $ 395,635
Aver age oper ating cost per boe $ 1984 $ 26.72
Take-or-pay fees on disrupted transport capacitgienario 25,391 2,785
Perboe 2.32 19.
Trading purchase cost 841 6460
Per bbl 26.61 8.
Total cost $ 243356 $ 462,436
1.

For the three months ended March 31, 2016 and 2fdifsportation costs on a boe basis include thepaay’s share of the income from equity

investments in the ODL and Bicentenario pipeliveisich were $15.9 million and $12.9 million, respeely. Refer to Note 15 of the Interim
Condensed Consolidated Financial Statements fatiawtal details.

Total operating costs for the first quarter of 20€re $243 million, which includes the Company'$$1
million share of income from equity investmentstire ODL and Bicentenario pipelines and $25 million
($2.32/boe) in net take-or-pay fees paid to OletmwlBicentenario de Colombia S.A.SB{tentenario”) for
non available capacity. When the Bicentenario fgelvas suspended for 47 days for security issihes,
Company used a combination of available capacitthenrOCENSA pipeline and trucking to move oil te th

export ports. For the first quarter of 2016, taperating costs were $243 million, a 47% decreasepared
to $462 million for the same period of 2015.
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The reduction in costs resulted from cost optinmizastrategies adopted as a response to the loweriae
environment.

In addition, trading purchase costs decreased $&4nmillion in the first quarter of 2015 to $1 riwh in the
first quarter of 2016, mainly due to lower salefuvees.

Depletion, Depreciation and Amortization

Thr ee Months Ended

March 31
(in thousands of US$) 2016 2015
Depletion, depreciation and amortization $ 230,592 $ 406,419
$/per boe sales (own production) 21.08 27.44

For the first quarter of 2016, DD&A costs were $28illion, compared to $406 million for the sameipdr
of 2015. The 43% decrease is primarily due to tveet carrying amount of oil & gas properties rasgit
from the impairments recognized during 2014 and520dnit DD&A for the first quarter 2016 was
$21.08/boe, 23% lower than the $27.44/boe for #meesperiod of 2015. During the first quarter of 0il
and gas assets were depleted over the Companysdgreserves (2015: Proved and probable reserves).

I mpairment and Exploration Expenses

Three Months Ended
March 31

(in thousands of US$) 2016 2015
Impairment and exploration expenses $ 666,898 $ 448,967
$/per boe sales (own production) 60.96 30.31

At the end of each reporting period, the Comparsgsses if there is any indication — from extermal/ar
internal sources of information — that an assetash generating unit CGU”) and/or goodwill may be
impaired. Such information considered includes gearnn the market, the economic and legal envirasne
in which the Company operates that are not witténcontrol and affect the recoverable amount ofaaill
gas, exploration and evaluation properties, andigib

As a result of the restructuring being negotiatedween the Company and its lenders and Senior note
holders, as well as the Restructuring Transactigared into on April 19, 2016, the Company belietieete
to be an indication of impairment as of March 301@ The Company performed a test of impairmenhef
carry amounts of its long-term assets against thkeehn of their value-in-use and the fair value lesest to
sell. As a result of the test, the Company recoméatal impairment charge of $666.7 million. Ditaf the

impairment are set out as detailed below:
Thr ee Months ended Mar ch 31

(in thousands of US$) 2016 2015

Qil and Gas Properties (D& P)

Colombia properties (Central CGU) $ 503,004 $

Peru properties 70,000

Plant and Equipment (PP& E) 30,994

Explor ation and Evaluation Properties (E& E)

Colombia 166 112,000
Belize 182 -
Peru 8,763 33,000
Brazil 924 35,000
Papua New Guinea - 13,000
Other 18 8,000
Total Impairment Impact D& P, PP& Eand E& E $ 614,051 $ 201,000

Impairment of other assets 52,595

Goodwill allocated to Colombia 237,009

Total impair ment $ 666,646 $ 438,009
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Total impairment and exploration expenses are suiaathbelow:

Three Months Ended

Mar ch 31
(in thousands of US$) 2016 2015
Impairment $ 666,646 $ 438,009
Impairment of financial assets 252 10,958
Total $ 666,898 $ 448,967

General and Administrative Costs

Three Months Ended

March 31
(in thousands of US$) 2016 2015
General and administrative costs $ 33814 $ 54,905
$/per boe sales 3.08 3.39

General and administrative & A”) costs decreased to $34 million in the first daainf 2016 from $55
million in the same period of 2015, mainly due e adoption of cost optimization initiatives. G&&rmboe
decreased by $0.31/boe to $3.08/boe from $3.39fbthee same period of 2015.

Finance Costs and Foreign Exchange

Three Months Ended
March 31
(in thousands of US$) 2016 2015
Finance costs $ 68,914 $ 78,858

Finance costs include interest on the Company’& k@ens, senior notes, revolving credit facilitiesrking
capital loans and finance leases; fees on lettecsealit; and net of interest income received. #a three

months ended March 31, 2016, finance costs tot&l&&million, lower than $79 million in the sameripe
of 2015.

Three Months Ended
March 31
(in thousands of US$) 2016 2015

Foreign exchange loss $ (3339) $ (35,780)

Foreign exchange gains or losses primarily resaihfthe movement of the Colombian pes6@?P”) against
the U.S. dollar. A significant portion of the Conmy& operating and capital expenditures, as wekhssets
and liabilities, are denominated in COP. During finst quarter of 2016, the COP appreciated agatimest
U.S. dollar by 4.2%, compared with a depreciatibi.@% during the same period of 2015. Foreign arge

loss for the three months ended March 31, 2016, $8asillion, compared with a loss of $36 million tine
same period of 2015.

Income Tax Expense

Three Months Ended

Mar ch 31
(in thousands of US$) 2016 2015
Current income tax $ (11,494) $ (18,193)
Deferred income tax 1,546 39,687
Total income tax (r ecovery) expense $ (9.948) $ 21,494
$ perboe (0.91) 133

The Canadian statutory combined income tax rate28e&&% for the first quarters of 2016 and 2015.

The Colombian statutory tax rate for the first qeaof 2016 was 40% (2015: 39%), which includes2b&o
general income tax rate and the fairness t&REE") of 15% (2015: 14%).
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The Colombian Congress enacted new corporate tex far Colombian source income that are set to #0%
2016, 42% in 2017 and 43% in 2018. As of Januar®0L9, the corporate tax rate will be reduced kack

34%. In addition, Congress introduced a temporaxy wealth tax that accrues on net equity as ofaignl,
2016 and 2017, at 1.00% and 0.40%, respectively.

The Peruvian statutory income tax rate was 28%389d for the quarters ended March 31, 2016 and 2015,
respectively. The Peruvian income tax rate for Bldel was 22% for the quarters ended March 31, 201b
2015. The Peruvian government passed major tarmsfon December 31, 2014, including a reductiotén

general corporate tax rate to 28% for 2016, 27%2fit7 and 2018 and 26% for taxation years 2019 and
onwards.

The Company'’s effective tax rate differs from thkestgtory rate due to:

 Expenses that are not deductible for tax purposesh( as share-based compensation, foreign
exchange gains or losses and other non-deductdplerelitures in both Canada and Colombia, and
the impairment charges in Colombia).

« Corporate expenses that result in tax loss camdods; however, no deferred tax assets or
recovery has been recognized. When the Companyah@sasonable expectation to utilize these
losses in the future, a deferred tax asset andreegmonding deferred tax recovery may be
recognized, which would reduce the income tax espen

< Foreign currency exchange rate fluctuations. Then@any’s functional and reporting currency is
the U.S. dollar; however, the calculation of thedme tax expense is based on income in the
currency of the country of origin (i.e., Colombiayhere the Company’s assets are primarily
located. As a result, the tax base of these assetsnominated in COP, and the related deferred
tax balances are continually subject to fluctuatidn the U.S.-COP exchange rate for IFRS
purposes.

e The appreciation of the COP against the U.S. ddilard% during the first quarter of 2016, which
resulted in an estimated unrealized deferred inctarerecovery of $1.5 million. In comparison, the
Company recorded $118 million of unrealized deféirecome tax expense during the same period of
2015 as a result of the depreciation of the COagthe U.S. dollar by 7.7%.

Excluding the effect from the above-mentioned fomeexchange fluctuations, the effective tax ratetlie

Company was (1.1)% for the three months ended Madch2016, and 2.9% for the three months ended
March 31, 2015.

Thr ee Months Ended
March 31

(in thousands of US$) 2016 2015
(Apreciation) depreciation of the COP against th®.dollar (4.00% 7.7%
Net loss before income tax (890,994) (745,970)
Current income taxexpense 11,494 18,193
Deferred income tax recovery as reported (1,546) (39,687)
Total income tax expense (r ecovery) as r epor ted 9,948 (21,494)
Excluding effect from depreciation of COP - (117,667)
Total income tax expense (r ecover y) excluding

the effects 9,948 (139,161)
Effective tax r ate excluding effect of COP depr eciation 1.1)% 18.7%
Effective tax r ate including effect of COP depr eciation 1.1)% 2.9%

During the first quarter 2016, the Company did reatognize any deferred tax relating to foreign exacie
fluctuations; therefore, these fluctuations havehe®n reflected in the deferred tax calculation.

Current income tax in Colombia totalled $11.5 roifliin the first quarter of 2016, compared to $18illion

in the first quarter of 2015. The reduction is nhaiattributable to lower taxable revenues resulfirmgn the
significant drop in international oil prices.

The 2016 wealth tax paid totalled $25 million. Bsm the Company's taxable base, the Company will n
make an accrual for future years, pursuant to IA%3d IFRIC 21.
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Capital Expenditures

Three Months Ended
Mar ch 31

(in thousands of US$) 2016 2015
Production facilities $ 4,447 $ 25,651
BExploration activities 532 59,284
Early facilties and others 1,592 387
Development driling 8,966 120,521
Other projects 3,267 20,191
Total capital expenditures $ 18,804 $ 226,034

Capital expenditures during the first quarter oLl@Qotalled $19 million, $207 million lower thanett$226
million in the first quarter of 2015. A total of $illion was invested in the expansion and consimacof
production infrastructure, primarily in Rubialespi@ SW, Cubiro, Cravoviejo, La Creciente, Guaduas,
Guama, Corcel, Guatiquia, Neiva, Orito, Block 13 @&8lock Z-1 fields; $1 million went into explorati
activities; $2 million went into facilities and ats; $9 million went into development drilling; a%@ million
was invested in other projects.

In light of the current weak commodity price envineent, since the second half of 2015 our capital
expenditure programs have been cut back significemtapproximately equal cash flow.

Financial Position

Debts and Credit | nstruments

The following debts were outstanding as at March281.6.

Senior Unsecured Notes

The Company has a number of series of senior ursggwtes outstanding with an aggregate principal o
$4.1 billion as at December 31, 2015. The seniteare listed on the Official List of the Luxembgstock
Exchange and are guaranteed by the Company's nesrating subsidiaries. The maturities of the senior
notes range from 2019 to 2025, and the interess r@nge from 5.125% to 7.25% payable semi-annually

Pursuant to the indentures governing the senicespdhe financial covenant prohibiting the incucerof
additional indebtedness of 3.5 times consolidatedi-tb-EBITDA limits the Company’s ability to incur
additional debt, subject to various exceptionsudirig certain refinancing transactions.

The senior notes represent almost 77% of the Coygantstanding debt.

Revolving Credit Facilities

On February 5 and March 13, 2015, the Company adiewn $100 million and $900 million, respectively,
from the $1 billion unsecured revolving Credit dadaranty Agreement (théRevolving Credit Facility”).
Using the proceeds from the draw down, the Compeapgid short-term bank loans in the aggregate ipahc
amount of $383.8 million.

On March 3, 2015, the Company agreed with its syatdiof lenders to amend the Revolving Credit Fgcil
Under the amended terms of the Revolving CrediililBacthe Company’s permitted consolidated leverag
ratio (debt-to-EBITDA) was increased from 3.5:1004.5:1.0 based on a rolling four-quarter averdde
other two financial covenants were not amended)dodi) the maintenance of an interest coverage Kt
greater than 2.5; and (ii) a net worth of great@nt$1 billion, calculated as total assets lesd t@hilities,
excluding those of certain subsidiaries, specific&acific Midstream Ltd. and Pacific Infrastructur
Ventures Inc.

Under the terms of the Revolving Credit Facilitydathe Company’s other credit facilities, the finiahc
covenants are “maintenance-based covenants”; tmep@amy must maintain compliance with the financial
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metrics in order to avoid default. For practicatgmses, these are checked quarterly over a preticelge-
month basis. If at such time the financial dekibsaéire not met, this may result in an acceleratigrart or in
whole of the indebtedness, or restrict the Compaayility to take on additional debt or carry oettain
specified M&A operations, subject to various exeioms.

On November 27, 2015, the Company agreed with Blao@repay the Bladex credit facility in the ambun
of $50.6 million, and in return, Bladex providedtlezs of Credit for the same amount. Subsequent to
December 31, 2015, the Company made two additipredayments, on January 8, 2016 for $17.2 million
and on February 3, 2016, for $7.1 million, at whitthe the Bladex facility was fully repaid and cafed.
Additionally, on February 19, 2016, the outstandivglance of the bilateral entered into with Bank of
America was reduced in the amount of $33.4 millimd the outstanding balance under such crediitjais

of $ 2.9 million.

Restructuring Transaction

As previously mentioned, on April 27, 2016 the Camyp obtained an Initial Order from the Superior €ou
of Justice in Ontario under the Companies’ Creditdrrangement Act CCAA”), which (i) authorizes the
Filing Entities (as previously defined) to commemc€ourt-supervised restructuring proceedingpigvides
protections to allow normal operations to continag the Filing Entities proceed to consummate the
Restructuring Transaction further to Pacific’s poesly announced agreement with certain noteholders
lenders and The Catalyst Capital Group Inc.; aidapproves: (i) a U.S. $500 million debtor-in-gession
financing facility and a super priority lien ovessats of the Filing Entities to secure the oblaiunder that
facility; and (ii) a U.S. $134 million letter of edit facility and a second priority lien over assef the Filing
Entities to secure the obligations under that ifgciall as part of the Restructuring Transaction.

Letters of Credit

As at March 31, 2016, the Company had issued $ettecredit and guarantees for exploration and atjaral
commitments for a total of approximately $199 roitli

Oil Price-Hedging

In the first quarter of 2016, realized gains frofhprice-hedging totalled $162 million on 7.65 MMbbf
notional volume, representing $16.20/bbl in higbrerde realized prices during the quarter. The aesfor
prices for the settled hedges were $51/bbl for Wales and $56.09/bbl for BRENT sales. For the three
months ended March 31, 2016, cumulative realizédasgaom oil price hedging amounted to $162 million

The Company undertook a defensive unwinding styatkgt not only strengthened the cash positiorhef t
Company but also maximized the cash value of thstanding hedging portfolio of 5.8 MMbbl worth $1%6
million as of February 2016, as part of the acthemnagement of the hedging portfolio.

Outstanding Share Data

Common shares

As at May 2, 2016, 316,094,858 common shares vgeted and outstanding.

The Company does not have shares subject to esestrictions or pooling agreements.
Stock options and warrants

As at May 2, 2016, there were no warrants outstandh total of 12,363,867 stock options were ouldiag,
of which all were exercisable. As of May 28, 20fl#e Board of Directors committed to no longer giramt
stock options and instead has implemented a Def&hare Unit (DSU”) Plan for eligible employees.
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Deferred share units

As at May 2, 2016, there were 8,656,468 DSUs ondistg. DSUs are cash-settled instruments that titaek

price of the Common Shares and are payable tobligiarticipants upon their retirement, resignation
termination from the Company.

Liquidity and capital resources

Funds flow provided by operating activities for tfiwst quarter of 2016 totalled $143 million (201%170

million). The decrease in funds flow in 2016 conguhwith the same period of 2015 was mainly theltedu
a decrease in oil prices and production reduction.

As at March 31, 2016, the Company had negative iwgrkapital of $5,486 million, mainly comprised of
$206 million in cash and cash equivalents, $4lionilin restricted cash, $372 million in accountseigable,
$33 million in inventory, $155 million in incomexaeceivable, $5 million in prepaid expenses, $86Hon
in accounts payable and accrued liabilities, $lionilin income tax payable, $5,320 million in therent

portion of long-term debt, $11 million in the cumtgortion of obligations under finance lease, &Bdnillion
in asset retirement obligation.

Please refer to “Financial Results — Financial ®osi on page 15 for details of certain events efadilt,
covenant breaches and forbearance agreementsiectaed the Company’s outstanding indebtednessrRef
to “Risks and Uncertainties” on page 35 for detaflghe risks and uncertainties relating to the @any’'s
liquidity and capital resources and ability to ¢dooe as a going concern.
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B Commitments and Contingencies

Tax Review in Colombia
The Company currently has a number of tax filingder review by the Colombian tax authoritip (AN").

The DIAN has officially reassessed several valugeadax (fVA”") declarations on the basis that the volume
of oil produced and used for internal consumptibreatain fields in Colombia should have been sttbje
IVA. For the three months ended March 31, 2016,aimunts reassessed, including interest and pesalti
are estimated at $63.4 million, of which the Compastimates that $23 million should be assumed by
companies that share interests in these contrBlcesCompany disagrees with the DIAN’s reassessiaueaht
official appeals have been initiated.

On February 24, 2016, the DIAN released a genetialg to a third party, which concluded that theeinal
consumption of oil produced does not create an BbAgation. In addition, on May 11, 2016 the first
decision on this claim was issued by the Triburtaleating our position in the current lawsuit stadezen
though this decision will be reviewed by the highuct, this favorable outcome sets a precedentttte she
current dispute regarding IVA in favour of the Camp, and as such no provision has been recogmzea i
interim condensed consolidated financial statement.

The Company continues to utilize oil produced fdeinal consumption, which is an accepted pradticéhe
oil industry in Colombia.

The DIAN is also reviewing certain income tax detituts with respect to the special tax benefit for
qualifying petroleum assets as well as other egpilon expenditures. As at March 31, 2016, the Didd¢
reassessed $60 million of tax owing, includingreated interest and penalties, with respect to tréed
deductions.

As at March 31, 2016, the Company believes thatdibagreements with the DIAN related to the denied
income tax deductions will be resolved in favourttof Company. No provision with respect to incore t
deductions under dispute has been recognized iimt&xém condensed consolidated financial statement

Equity tax

Effective January 1, 2015, the Colombian Congresduced a new wealth tax that is calculated on a
taxable base (net equity) in excess of COP $ohil{50.4 million) as at January 1 of the applicahbation
year. The applicable rates for January 1, 2016,201 are 1.00% and 0.40%, respectively. Basechen t
Company’s taxable base, the Company has accruedility for the 2016 fiscal year. Pursuant to 18% and
IFRIC 21, in the current year the Company has naderan accrual for future years. The 2016 weaklnés
been estimated at $26.9 million, and recorded axpanse in the Interim Condensed Consolidate@ Bttt

of loss.

High-Price Royalty in Colombia

The Company is currently in discussion with the AMIth respect to the interpretation of the highepri
participation clause in certain exploration contsa®lease refer to “PAP Disagreement with the ANiH”
page 30 for details relating to this contingency.
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Minimum Credit Rating Requirement

The Company has an assignment agreement with Togespincorporado S.A.S. Transporte
Incorporado”), a Colombian company owned by an unrelated i@gonal private equity fund. Transporte
Incorporado owns a 5% equity interest and capaiityt in the OCENSA pipeline in Colombia. Under the
assignment agreement, the Company is entitleded tensporte Incorporado’s capacity to transpartieroil
through the OCENSA pipeline for a set monthly premiuntil 2024. Pursuant to the assignment agreement
the Company is required for the duration of theeagrent to maintain a minimum credit rating of Ba3
(Moody’s), which was breached in September and Dées 2015 and January 2016 when Moody’s
downgraded the Company’s credit rating to B3, Caa3 C, respectively. As a result of the downgradkia
accordance with the assignment agreement, Tramspozbrporado would have the right to early-terrténa
the assignment agreement and the Company wouléduéred to pay an amount determined in accordance
with the agreement, estimated at $129 million, ugving notice to the Company. The Company has not
received such notice from Transporte Incorporadoces October 1, 2016, the Company has received
continuous and uninterrupted waivers from Trangpdricorporado of its right to early-terminate the
mentioned agreement. Such waivers are in effeat fise date of issuance of this document. The Cagpa
continues to pay monthly premiums. No provision haen recognized as of March 31, 2016 relatindi¢o t
breach of the credit rating requirement.

In Colombia, the Company is participating in a pobjto expand the OCENSA pipeline, which is expette
be completed and commence operation in July 20%6pakt of the expansion project, the Company edtere
into separate crude oil transport agreements WIGERSA for future transport capacity through its
subsidiaries Meta Petroleum and Petromineralesratuitn The Company will start paying ship-or-paysfee
once the expansion project is complete and opetidhe Company is required to maintain minimueddr
ratings of BB- (Fitch) and Ba3 (Moody's) as parttloé transport agreements. This covenant was beddoh
September and December 2015 and January 2016 wbedyM downgraded the Company’s credit rating to
B3, Caa3 and C respectively. As a result of therdpades and pursuant to the transport agreemepts, u
giving notice to the Company, OCENSA has the rightequire the Company to provide a letter of dredi
proof of sufficient equity or working capital withia cure period of 60 days starting from the daywbich
notice is received by the Company. On Novembe0352the Company received a waiver from OCENSA of
its rights to receive a letter of credit that wiélkpire once the project is complete and operatioNal
provision has been recognized as of March 31, 28lH6ing to the breach of the credit rating requieet.

Commitments

The Company is involved in various claims and &itign arising in the normal course of business.r&ltan
be no assurance that such matters will be resdlvéde Company’s favour because the outcome ofethes
matters is uncertain. The Company does not cugrdrglieve that the outcome of adverse decisionsniy
pending or threatened proceedings related to thiedether matters or any amount which it may beired

to pay by reason thereof would have a material ohpa its financial position, results of operatiarscash
flows.

Disclosures concerning the Company’s significamnogtments can be found in Note 21 to the Interim
Condensed Consolidated Financial Statements. Thgp&ay has no off-balance sheet arrangements.

Risk management contracts

The Company has entered into derivative finanamstruments to reduce the exposure to unfavourable
movements in commodity prices. The Company hasbksited a system of internal controls to minimize
risks associated with its derivative program andsdoot intend to use derivative financial instrutaeior
speculative purposes.

Disclosures concerning the Company’s risk managémentracts can be found in Note 24 to the Interim
Condensed Consolidated Financial Statements.
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Related-Party Transactions

According to IFRS, parties are considered to bateel if one party has the ability to “control” @ ncially or

by share capital) the other party or have significafluence (management) on the other party iningk
financial, commercial, and operational decisiortse Board of directors of the Company has createdNtgw
Business Opportunities CommitteeNBOC") to review and approve related-party transactidriee NBOC
was comprised of the following independent dirextdiernan Martinez (Chair), Dennis Mills, Monica De
Greiff and Francisco Solé. The NBOC is apprisedredited-party transactions prior to implementation,
engages independent legal counsel as needed, atsimeamerato deliberate. The NBOC also reviews the
business rationale for each transaction and enshaéshey are in compliance with applicable sdmsilaws
and the Company’s debt covenants.

The Company’s internal audit and legal complianepadtments also monitor related-party transacti®hs.
audit and legal compliance teams work togetheotopose a list of potential related parties. Thisif cross-
referenced against the Company’s list of suppbeid other creditors.

The related-party transactions during the currestriggr corresponded to the normal course of omgrai@nd
were measured at fair value, which is the amountoofsideration established and agreed to by tlaeck!
parties and that, in the opinion of managementthed\NBOC, is considered similar to those negotiatita
third parties.

The following sets out the details of the Compamglated-party transactions:

a) During the three months ended March 31, 2016, theg@any received cash of $12 million in accordance
with its joint operations obligation associatedhitts 49% interest in Block Z-1 in Peru. In additjighe
Company had accounts receivable of $1 million uriderjoint operation agreement from Alfa SAB de CV
(“Alfa”) who owns a 51% working capital interest in BlogklL and also holds 19.2% of the issued and
outstanding capital of the Company.

b) In October 2012, the Company and Ecopetrol sigmedBuild, Own, Manage, and TransfeBOMT")
agreements with Consorcio Genser Power-Proelectaiah its subsidiaries Genser-Proelectrica”) to
acquire certain power generation assets for thedRasbfield. Genser-Proelectrica is a joint ventoeeveen
Proelectrica, in which the Company has a 24.9%éutlinterest and Genser Power In&éhser”) which
is 51% owned by Pacific Power. On March 1, 2018sé&hcontracts were assigned to TermoMorichal SAS
(“TermoMorichal”), the company created to perform the agreementahich Pacific Power has a 51%
indirect interest. Total commitment under the BOBdreements is $229.7 million over ten years. InilApr
2013, the Company and Ecopetrol entered into anaijeeement with Genser-Proelectrica to acquire
additional assets for a total commitment of $57lianl over ten years. At the end of the Rubiales
Association Contract in 2016, the Company’s oblma, along with the power generation assets, lvall
transferred to Ecopetrol. During the three monthsled March 31, 2016, those assets were under
construction and the Company paid $Nil (2015: $fiillion) under the Rubiales Association Contracs. A
at March 31, 2016, the Company had an advance b{BBcember 2015: $3.3 million).

The Company had accounts payable of $3.4 millioecénber 2015: $3.6 million) due to Genser-

Proelectrica as at March 31, 2016. In additionMay 5, 2014, a subsidiary of the Company provided a
guarantee in favour of XM Comparfia de Expertos emdgidos S.A. on behalf of Proelectrica guaranteeing
obligations pursuant to an energy supply agreenterthe aggregate amount of approximately $16.7
million. In December 2014, the Company entered @toew contract with Genser related to the oparatio

and maintenance of the power generation facilitated in the Sabanero field.
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In October 2013, the Company entered into conneciigreements and energy supply agreements with
Proelectrica for the supply of power to the oillde in the Llanos basin. The connection agreements
authorize Meta Petroleum Corp. and Agro CascadaSStaA use the connection assets of Petroeledtica
power supply at the Quifa and Rubiales fields. apeement commenced on November 1, 2013 and will
operate for 13 years. During the three months eieh 31, 2016, the Company made payments of $6.1
million (2015: $13 million) under this agreement.

The Company has entered into several take-or-pageatents as well as interruptible gas sales and
transport agreements to supply gas from the Lai@nex natural gas field to Proelectrica’s gas-fipbaht.
During the three months ended March 31, 2016, thegany recorded revenues of $5.9 million (2015:
$0.7 million) from such agreements. As at March A116, the Company had trade accounts receivable of
$6 million (December 2015: $12.3 million) from Predrica.

Under the energy supply agreements, Proelectriceiges electricity to the Company for power supgly
the Quifa and Rubiales fields, with payments tccaleulated monthly on a demand-and-deliver badie. T
term of the agreement is until December 31, 202 dggregate estimated energy supply agreemeott is f
1.5 million kilowatts.

c) As at March 31, 2016, the Company had trade aceaeativable of $6 million (December 31, 2015: $12.
million) from Proelectrica, in which the Companysha 21.1% indirect interest and which is 5% owngd b
Blue Pacific Assets Corp. Blue Pacific’). The Company and Blue Pacific’s indirect intéseare held
through Pacific Power. Revenue from Proelectricdn@normal course of the Company’s business was $5
million for the three months ended March 31, 20A®16: $0.7 million). Two directors and an officdrtioe
Company (Serafino lacono, Miguel de la Campa, aagréano von Siegmund), along with Jose Francisco
Arata, a director until August 14, 2015, control provide investment advice to the holders of
approximately 88% of the shares of Blue Pacific.

d) As at March 31, 2016, loans receivable from relgbedties in the aggregate amount of $0.5 million
(December 31, 2015: $0.5 million) are due from erecutive director (Serafino lacono) and severceff
(Carlos Perez, Luis Andres Rojas, Francisco BostilLuciano Biondi, Jairo Lugo and Marino Ostosyhef
Company. The loans are non-interest bearing andljd@yn equal monthly payments over a 48-month term

In August 2015, the Company agreed to pay $8.3anilh severance to one of its officers (Jose FHsaac
Arata), who retired from the Company on August2@15. The payment included $5.5 million in castdpai
during 2015, $1.4 million paid in the three monémsled March 31, 2016 and $1.4 million payable imeJu
2016. In addition, the departing officer's DSU detnent was paid in kind with the Company’s sharelsl

in treasury on a one-to-one basis for a total praxmately 1.3 million common shares. Also durR@i5,
the Company made payments in kind of approxima@e®/ million common shares to three departing
directors (Victor Rivera, Miguel Rodriguez and N@lbodyer) as settlement for DSU entitlements.

e) The Company has take-or-pay contracts with ODLttiertransportation of crude oil from the Rubialietof
to Colombia’s oil transportation system for a tatammitment of $125 million from 2016 to 2020. Dnhgi
the three months ended March 31, 2016, the Compaiay$29.6 million to ODL (2015: $34.4 million) for

crude oil transport services under the pipelineetakpay agreement and had accounts payable of $10

million (December 31, 2015: $13.1 million). In aftidin, the Company received $0.1 million from ODL
during the three months ended March 31, 2016 (2605t million) with respect to certain administvati
services and rental equipment and machinery. Tmepaay had accounts receivable from ODL as at March
31, 2016 of $0.1 million (December 31, 2015: $0.dllimm). The Company has an approximately 22%
indirect interest in ODL.

f) The Company has ship-or-pay contracts with Bicearienfor the transportation of crude oil from the
Rubiales field to Colombia’s oil transportation &ya for a total commitment of $1.5 billion from 2Dfo
2025. The Bicentenario pipeline has experiencediogier suspensions following security-related
disruptions. During the three months ended March2B16, the Company paid $50.3 million to Oleoducto
Bicentenario de Colombia S.A.S. (2015: $27.9 millica pipeline company in which the Company has a
27.9% interest, for crude oil transport servicegairthe pipeline ship-or-pay agreement.
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h)

K)

As at March 31, 2016, the balance of loans outétgntb Bicentenario was $Nil (December 31, 2015:
$Nil). Interest income of $Nil was recognized dagrithe three months ended March 31, 2016 (2015: $0.6
million). Interest of $Nil was paid on the loansridig the three months ended March 31, 2016 (2018 $
million), and capital of $Nil was paid on the loaimsthe three months ended in March 31, 2016 (2015:
$17.2 million). The Company has advanced $87.9ionilas at March 31, 2016 (2015: $87.9 million) to
Bicentenario as a prepayment of transport tarifijolv is amortized against the barrels transporedat
March 31, 2016, the Company had trade accountsvedate of $13.5 million (December 31, 2015: $0.4
million) as a short-term advance.

The Company has established two charitable foumndsitin Colombia: the Pacific Rubiales Foundatiod an
the Foundation for Social Development of Energy ilde (“FUDES’). Both foundations have the
objective of advancing social and community develept projects in the country. During the three rhent
ended March 31, 2016, the Company contributed #8ll®n to these foundations (2015: $2.5 millioAx

as March 31, 2016, the Company had accounts rdateiyadvances) of $0.9 million (December 31, 2015:
$0.4 million) and accounts payable of $0.5 milli@ecember 31, 2015: $3.2 million). Three of the
Company’s directors (Ronald Pantin, Serafino lacamnd Miguel de la Campa) and an officer of the
Company (Federico Restrepo) sit on the board efctbirs of the Pacific Rubiales Foundation.

At as March 31, 2016, the Company had demand loes®vable from PII in the amount of $72.4 million
(December 31, 2014: $72.4 million). The loans arargnteed by PII's pipeline project and bear irgtiere
that ranges from LIBOR + 2% to 7% per annum. Then@any owns 41.79% of PII. Interest income of
$1.3 million was recognized during the three morthded March 31, 2016 (2015: $1.2 million) regagdin
to the loan. In addition, during the three monthdesl March 31, 2016, the Company received $2.1amill
(2015: $Nil) from PII with respect to contract fdes advisory services and technical assistangggaline
construction of “Oleoducto del Caribe.” In additjoas at March 31, 2016, the Company had accounts
receivable of $2.4 million (December 31, 2015: $tillion) from Pacific Infrastructure Ventures In@a
branch of PIl. As at March 31, 2016, the Company &ecounts payable of $0.7 million to PIl (December
31, 2015: $0.5 million).

In December 2012, the Company entered into a talep agreement with Sociedad Puerto Bahia S.A., a
company that is wholly owned by PII. Pursuant te thrms of the agreement, Sociedad Puerto Bahia S.A
will provide for the storage, transfer, loading amdloading of hydrocarbons at its port facilitidhe
contract term commenced in 2014 and will continae deven years, renewable in one-year increments
thereafter. These agreements may indirectly beB&ii¢ Pacific and other unrelated minority shardead

of PIL.

In October 2012, the Company entered into an ageaemith Caribbean Resources Coporation (previously
Pacific Coal Resources Ltd.) GRC"), Blue Advanced Colloidal Fuels Corp.Bfue ACF”), Alpha
Ventures Finance Inc. A&VF”), and an unrelated party whereby the Company iaeddrom CRC the right

to a 5% equity interest in Blue ACF for a cash cdesation of $5 million. Blue ACF is a company eggd

in developing colloidal fuels; its majority shardédher is AVF, which is controlled by Blue PacificsAart

of the purchase, CRC also assigned to the Compgamyight to acquire up to an additional 5% equity
interest in Blue ACF for an additional investmehup to $5 million. The Company currently has a#®85
equity interest in CRC. In addition, the Company ka indirect equity interest of 8.61% in CRC thyloits
21.1% ownership of Pacific Power, which in turn ba40.86% equity interest in CRC. Hernan Martirez,
director of the Company, is the Executive Chairrna@RC.

The Company has a lease agreement for an offi@aiacas, Venezuela for approximately $6 thousand pe
month. The office space is 50% owned by a familynier of an executive officer of the Company
(Laureano von Siegmund).

On February 29, 2016, the Company agreed to pra¥@x Energy Inc. (CGX") with a bridge loan of up
to $2 million at an interest rate of 2% per annurd payable within 12 months of the first draw dows.at
March 31, 2016, the amount CGX had drawn down ftleenbridge loan was $Nil.
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In October 2014, the Company extended a bridge toa@GX of $7.5 million Canadian dollars with an
interest rate of 5%, as at March 31, 2016 the duflount is still outstanding. In November 2015, CGX
issued convertible debentures to the Company imraount of $1.5 million with a conversion price of
$0.335 Canadian dollars, as at March 31, 2016 tregany has not converted the debentures.

Bl Selected Quarterly Information

2016 2015 2014 2013
Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4
Financials:
Net sales

Net (loss) earnings attributable to equity holders
of the parent for the period

$ 456,831 $ 651970 669995 702,733 $ 799,844 $ 991508 $ 1,330,395 $ 1,344,666 $ 1,283,453 $ 1,202,551

(900,919) (3,895908) 17(Bl8)  (226377)  (722,296) (1,660,876) 3484 228527 2804 140,412
(Loss) Eamnings per share
- basic (2.86) (12.37) (1.97) (0.72) (2.31) (5.26) 0.01 0.73 0.34 043
- diluted (2.86) (12.37) (1.97) (0.72) (2:31) (5.26) 0.01 0.72 0.37 043
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Bl Accounting Policies, Critical
Judgments, and Estimates

Basis of Presentation

The Interim Condensed Consolidated Financial Statgsnaccompanying this MD&A for the three months
ending March 31, 2016 and 2015 have been prepareddordance with International Financial Reporting
Standards (FRS’) as issued by International Accounting StandaBfsard (1ASB”), including the

accounting policies and critical judgments andneates as disclosed in Note 2 of the Interim Conelgns
Consolidated Financial Statements.

The Interim Condensed Consolidated Financial Statgsnwere prepared on a going concern basis that
contemplated the realization of assets and thkes®iht of liabilities in the normal course of biess as they
become due, except for the revaluation to fair @adfi certain financial assets and financial lidieiti in
accordance with the Company’s accounting policies.

For the three months ended March 31, 2016, the @agnmcurred a net loss of $900.9 million and had a
deficit of $3,867 million as of March 31, 2016, périly due to impairment charges recorded.

Since late 2014, the Company has implemented a eumibcost reduction initiatives in response to the
prevailing low crude oil prices, including:

e Significantly reduced operating and general andiadinative expenses;
¢ Lowered the 2016 capital expenditure budget;

« Engaged in ongoing debt restructuring negotiatians);

< Continued negotiations on non-core asset sales.

Despite the above initiatives, at current crudepdites, the Company will likely need new financioegfund

its interest payments and debt repayments as thegnie due, and possibly operating cash needs. The
Company currently has forbearance agreements ae plith certain holders of its senior notes anahgrg

and bank credit facilities, whereby the credit artunder these agreements have agreed to fortwar f
declaring the principal amounts due and payabke r@sult of certain specified defaults until Magdh 2016.

The Company continues to engage with creditorsestructuring the capital structure to be more biétéo
current market conditions.

The Company has also breached several minimumtaaiig covenants in respect to certain operationa
agreements it has entered into, as a result of gmges of the Company’s credit rating during 2015.
Consequently, the counterparties of these opemdtiagreements have the option to demand a range of
remedies including letters of credit and penalti®sivers related to these credit rating covenantsetbeen
granted (refer to Note 21 of the Interim CondenSedsolidated Financial Statements).

There can be no certainty as to the ability of @@mpany to successfully restructure its long-temibtsl
under the Restructuring Transaction and amend ppécable operating agreements to eliminate théicre
rating covenants. Accordingly, there is a matariaertainty that may cast doubt on the Companrtyiléato
continue as a going concern. The Interim ConderSeqdsolidated Financial Statements do not include
adjustments to the recoverability and classificatidd recorded assets and liabilities and relatgubeses that
might be necessary should the Company be unalglentinue as a going concern and therefore be resdjtir
realize its assets and liquidate its liabilitiesl @mommitments in other than the normal course sfirimss at
amounts different from those in the accompanyirgyititerim condensed consolidated financial statésnen
Such adjustments could be material.
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New Standards, I nter pretations and Amendments Adopted by the
Company

The accounting policies adopted in the preparatbnthe Interim Condensed Consolidated Financial
Statements are consistent with those followed & pheparation of the Company’s Annual Consolidated
Financial Statements for the year ended DecembgeR@®l5, except for the adoption of new standards an
interpretations effective as of 1 January 2016 ctvtiave or may reasonably have an impact on thep@oyn

as described below.

Amendments to | FRS 11 Joint Arrangements: Accounting for Acquisitions of I nterests

The amendments to IFRS 11 require that a jointatpeaccounting for the acquisition of an inteiasd joint
operation, in which the activity of the joint opgoa constitutes a business, must apply the reteN&RS 3
Business Combinations principles for business caoatlin accounting. The amendments also clarify ¢ghat
previously held interest in a joint operation ig remeasured on the acquisition of an additionairest in the
same joint operation if joint control is retainéd.addition, a scope exclusion has been addedR& IE1 to
specify that the amendments do not apply when #ivigs sharing joint control, including the repogi
entity, are under common control of the same ulinwntrolling party. The amendments apply to kot
acquisition of the initial interest in a joint opdon and the acquisition of any additional intéses the same
joint operation and are prospectively effective donual periods beginning on or after January 162With
early adoption permitted. These amendments do an Any impact on the Company as there has been no
interest acquired in a joint operation during tleeiqd.

IAS 34 Interim Financial Reporting

The amendment clarifies that the required interigcldsures must be either in the interim condensed
financial statements or incorporated by cross-ezfee between the interim financial statements amelever
they are included within the interim financial staents.

The other information within the interim condendathncial statements must be available to usershen
same terms as the interim condensed financialmstates and at the same time. The amendment must be
applied retrospectively and do not have any impadhe Company.

Standards Issued but Not Yet Effective

IFRS 9 Financial | nstruments
Classification and measurement of financial assets

All financial assets are measured at fair valueirotial recognition, adjusted for transaction cosfsthe
instrument is not accounted for at fair value tlyouprofit or loss (FVTPL”). Debt instruments are
subsequently measured at FVTPL, amortised costfaiorvalue through other comprehensive income
(“FVOCI"), on the basis of their contractual cash flowsl ahe business model under which the debt
instruments are held. There is a fair value op{fét/O”) that allows financial assets on initial recogmit to

be designated as FVTPL if that eliminates or sigaiftly reduces an accounting mismatch. Equity
instruments are generally measured at FVTPL. Howeeetities have an irrevocable option on an
instrument-by-instrument basis to present changeshé fair value of nontrading instruments in other
comprehensive income@CI”) without subsequent reclassification to profitless.
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Classification and measurement of financial liabilities

For financial liabilities designated as FVTPL usthg FVO, the amount of change in the fair valuswih
financial liabilities that is attributable to chaggin credit risk must be presented in OCI. Theaiader of the
change in fair value is presented in profit or Jassless presentation in OCI of the fair value ¢&ain
respect of the liability’s credit risk would creaieenlarge an accounting mismatch in profit oslo8ll other

IAS 39 Financial Instruments: Recognition and Meament classification and measurement requirements
for financial liabilities have been carried forwardo IFRS 9, including the embedded derivativeasation
rules and the criteria for using the FVO.

| mpairment

The impairment requirements are based on an expectglit loss (ECL”) model that replaces the IAS 39
incurred loss model. The ECL model applies to dettruments accounted for at amortised cost oVa®,
most loan commitments, financial guarantee corgraintract assets under IFRS 15 Revenue from &zxstr
with Customers and lease receivables under IAS€dsés. Entities are generally required to recogtiise
month ECL on initial recognition, or when the cortimént or guarantee was entered into, and thereadter
long as there is no significant deterioration iadit risk. However, if there has been a signifidactease in
credit risk on an individual or collective basigthentities are required to recognise lifetime EEQr trade
receivables, a simplified approach may be appliedreby the lifetime ECL are always recognised.

Hedge accounting

Hedge effectiveness testing is prospective, wittloeit80% to 125% bright line test in IAS 39, angeleding

on the hedge complexity, will often qualitative.riék component of a financial or non-financial nushent
may be designated as the hedged item if the rigkpooent is separately identifiable and reliably
measureable. The time value of an option, any foiwelement of a forward contract and any foreign
currency basis spread can be excluded from theimgdlgstrument designation and can be accounteddor
costs of hedging. More designations of groups efm# as the hedged item are possible, including laye
designations and some net positions.

The amendments are effective for annual periodénbaw on or after January 1, 2018. Early applaratis
permitted for reporting periods beginning after ibsue of IFRS 9 on 24 July, 2014 by applying &lthe
requirements in this standard at the same timeer@ditively, entities may elect to early apply otihe
requirements for the presentation of gains andebsm financial liabilities designated as FVTPLheilt
applying the other requirements in the standard.

Company plans to adopt the new standard at thete#edate and is in the process of assessingrpadt on
its consolidated financial statements.

|FRS 15 Revenue from Contracts with Customer

IFRS 15 replaces all existing revenue requiremientiSRS (IAS 11Construction ContractdAS 18Revenug
IFRIC 13 Customer Loyalty ProgrammebB-RIC 15Agreements for the Construction of Real EStHRIC

18 Transfers of Assets from Customearsd SIC 31Revenue — Barter Transactions Involving Advertising
Service¥ and applies to all revenue rising from contracith customers, unless the contracts are in thpesco
of other standards, such as IAS 17. Its requiresnatso provide a model for the recognition and
measurement of gains and losses on disposal diceron-financial assets, including property, equépt
and intangible assets. The standard outlines tmeiples an entity must apply to measure and reisegn
revenue. The core principle is that an entity véttognise revenue at an amount that reflects theideration

to which the entity expects to be entitled in exa®for transferring goods or services to a custome
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The principles in IFRS 15 will be applied using\aefstep model:

1. Identify the contract(s) with a customer;

2. ldentify the performance obligations in the caat;

3. Determine the transaction price;

4. Allocate the transaction price to the perforneaabligations in the contract;
5. Recognise revenue when (or as) the entity gsisf performance obligation.

The standard requires entities to exercise judgéntaking into consideration all of the relevantttaand
circumstances when applying each step of the mmdebntracts with their customers. The standard als
specifies how to account for the incremental ce$tsbtaining a contract and the costs directlyteslao
fulfilling a contract. Application guidance is piided in IFRS 15 to assist entities in applying@&gquirements

to certain common arrangements, including licenzeitellectual property, warranties, rights of wet,
principal-versus-agent considerations, options ddditional goods or services and breakage. The new
standard will apply for annual periods beginningoorafter January 1, 2018. Entities can choosepbyahe
standard using either a full retrospective apprpasith some limited relief provided, or a modified
retrospective approach. Early application is paedieind must be disclosed.

The Company plans to adopt the new standard aeffeetive date and is in the process of assessiag t
impact on its consolidated financial statements.

IFRS 16 Leases

The scope of IFRS 16 includes leases of all asa#ts certain exceptions. A lease is defined aergtrect, or
part of a contract, that conveys the right to usasset (the underlying asset) for a period of iimexchange
for consideration. IFRS 16 requires lessees towattdor all leases under a single on-balance sheekl in a
similar way to finance leases under IAS 17. Thaddad includes two recognition exemptions for lesse
leases of ‘low-value’ assets (i.e., personal comsytand short-term leases (i.e., leases with selesrm of
12 months or less). At the commencement date efasel, a lessee will recognise a liability to maasé
payments (i.e., the lease liability) and an assptasenting the right to use the underlying asgghgl the
lease term (i.e., the right-of-use asset). Lesaélebe required to separately recognise the irsieexpense on
the lease liability and the depreciation expenstherright-of-use asset. Lessees will be requioagineasure
the lease liability upon the occurrence of cer@ents (i.e., a change in the lease term, a chanfigure
lease payments resulting from a change in an indeate used to determine those payments). Thedeasil
generally recognise the amount of the remeasureai¢he lease liability as an adjustment to thétrigf-use
asset. Lessor accounting is substantially uncharfiged today’'s accounting under IAS 17. Lessors will
continue to classify all leases using the samesifieation principle as in IAS 17 and distinguisétiveen two
types of leases: operating and finance leasesn&Wwestandard will apply for annual periods begignim or
after January 1, 2019. A lessee can choose to dpplstandard using either a full retrospectiva arodified
retrospective transition approach. The standardissttion provisions permit certain reliefs. Eaajyplication
is permitted, but not before an entity applies IFFSS

The Company plans to adopt the new standard aeffeetive date and is in the process of assessiag t
impact on its consolidated financial statements.

|AS 7 Statement of Cash Flows

The amendments to IAS 7 Statement of Cash Flowpanteof the IASB’s Disclosure Initiative and recpui
an entity to provide disclosures that enable usérBnancial statements to evaluate changes inliliais
arising from financing activities, including bothanges arising from cash flows and non-cash chariges
amendments are effective for annual periods beginon or after January 1, 2017, with early appiicat
permitted.

The Company plans to adopt the new standard aeffeetive date and is in the process of assessiag t
impact on its consolidated financial statements.
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|AS 12 | ncome taxes

The IASB issued the amendments to IAS 12 Income3 &x clarify the accounting for deferred tax asémt
unrealised losses on debt instruments measuredratalue. The amendments clarify that an entitgdseto
consider whether tax law restricts the sourcesuxdlile profits against which it may make deductionghe
reversal of that deductible temporary differencertirermore, the amendments provide guidance ondrow

entity should determine future taxable profits axglains in which circumstances taxable profit rmegude
the recovery of some assets for more than theiyiogramount.

The amendments are effective for annual periodsnbégy on or after January 1, 2017. Entities anpuired

to apply the amendments retrospectively. Howeverindial application of the amendments, the chaimge
the opening equity of the earliest comparativequernay be recognised in opening retained earniogé(
another component of equity, as appropriate), withallocating the change between opening retained
earnings and other components of equity. Entitgsyéng this relief must disclose that fact. Eaapplication

is permitted. If an entity applies the amendmeaoitsah earlier period, it must be disclose that.fact

The Company plans to adopt the new standard aeffeetive date and is in the process of assessiag t
impact on its consolidated financial statements.
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Internal Control over Financial

Reporting and Disclosure Controls and
Procedures

In accordance with National Instrument 52-109 -tileation of Disclosure in Issuers’ Annual and éntn
Filings (“NI 52-109") of the Canadian Securities AdministratorsC8A”), the Company issues a
“Certification of Interim Filings” quarterly. Thi€ertification requires certifying officers to stdtet they are
responsible for establishing and maintaining Disgte Controls and Procedure©C&P”) and Internal
Control Over Financial ReportinglCFR”) as those terms are defined in NI 52-109.

The Company has established a continuous constih¢eprocess with an independent auditor througtiou
year. The testing process adds value to our cong@igrogram by:

» Performing process risk assessment by identifyigh hisk and establishing mitigation plans;

«  Optimizing key controls and reviewing and updatiisty control matrices to all company processes;
« Increasing reliance on entity-level and automaggalieation controls; and

« |dentifying best practices and process improverepbrtunities.

During the first quarter of 2016, 133 controls wisted over the 687 total optimized controls tlhenfany

has implemented. From this evaluation, the Compamcluded that there are no material weaknesses or
significant deficiencies in the design or effectigas of ICFR as at March 31, 2016.

The Company’s ICFR is designed to provide reas@nasturance regarding the reliability of the Comgsan
financial reporting for external purposes in acemcke with IFRS. The Company’s ICFR includes:

« Maintaining records that accurately and fairly eeflour transactions;

« Providing reasonable assurance that transactiomsremorded as necessary for preparation of our
consolidated financial statements in accordanch WRS or other applicable and generally accepted
accounting principles;

Providing reasonable assurance that receipts argknditures are made in accordance with
authorizations of management and the directore@ftompany;

Providing reasonable assurance that unauthorizgaisition, use or disposition of Company assets tha
could have a material effect on the Company’'s clisested financial statements are prevented or
detected on a timely basis; and

Providing reasonable assurance to access and pradesmation in the system through a continous
automated monitoring control process.

The Company's ICFR may not prevent or detect albstaitements because of inherent limitations.
Additionally, projections of any evaluation of effeveness in future periods are subject to the tisk

controls may become inadequate because of chamge®rditions or deterioration in the degree of
compliance with the Company’s policies and procedur

During the three months ended March 31, 2016, theae no change in the Company's ICFR that has
materially affected, or is reasonably likely to evally affect, the Company’s ICFR.

The Company’s DC&P is designed to provide reasaabsurance that:

a) Material information relating to the Company is maddcown to the Company’s certifying officers by
others, particularly during the period in which tenual filings are being prepared; and

b) Information required to be disclosed by the Companyts annual filings, interim filings and other

reports filed or submitted by it under securitiegilation is recorded, processed, summarized and
reported within the time periods specified in sé@s legislation.

Based on the Company’s evaluation carried out sesssthe effectiveness of the Company’'s DC&P, the
Company concluded that the DC&P were designed aperated effectively as at March 31, 2016.
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Further Disclosures

Royalties and High-Price Participation

The current royalty rates for volumes of hydrocarbproduced from the Company’s Colombian assetgeran
from 5% to 20%. Royalties on production represbkatédntittement of the respective states to a podfahe
Company’s share of production and are recordedyusites in effect under the terms of existing cets and
laws applicable at the time of hydrocarbon discpver Colombia, royalties for oil may be payablekimd
while royalties for gas are payable in cash. During second quarter of 2014, the ANH requested the
Company to pay in cash the royalties related tocihedensate of La Creciente field and the crudeofoil
minor fields operated by the Company. In Peru, ltgyaalculations for oil range from 5% to 23%, whithe
government allows companies to pay either in kindnocash. However, the current practice is to ey
royalties in cash.

Additional Production Sharein the Quifa SW Field

The Company’s share of production after royaltreghie Quifa SW field is 60%. However, this partatipn
may change monthly as a function of the PAP fornstilaulated in the Quifa Association Contract. tbar

in April 2014, the Company initiated the deliverfytbe additional PAP production from the Quifa Sisd

to Ecopetrol. In addition, during the second hdif26014, the Company agreed to deliver to Ecopetrol
approximately 6,500 bbl/d to settle the accumuld®@dP prior to the final arbitration decision (prewsly
recorded as a financial provision in the Compafigiancial statements beginning at the end of 20DR)ing

the first quarter of 2014, the Company fully detae the remaining balance of prior period-accunead®AP
volumes.

Carrizales Field (Cravoviejo Block)

On April 27, 2014, the exploitation area of the iGales field reached five million barrels in acaulated
production of oil, activating the ANH rights on atilchal PAP pursuant to the E&P Cravoviejo contract
According to the contract terms, this additionattiggpation share from the Carrizales field is palgaeither

in cash or in kind and has been accounted for dopthe operating cost for this field.

PAP Disagreement with the ANH

The Company has certain exploration contracts aeduhrough business acquisitions where there axkist
outstanding disagreements with the ANH, relatinghi® interpretation of the high-price participatidause.
These contracts require high-price participatiognpents to the ANH once an exploitation area within
contracted area has cumulatively produced fiveionillor more barrels of oil. The disagreement ineslv
whether the exploitation areas under these costrsfobuld be determined individually or combinedhwit
other exploration areas within the same contraated, for the purpose of determining the five willbarrel
threshold. The ANH has interpreted that the highepparticipation should be calculated on a combine
basis.

The Company disagrees with the ANH’s interpretatémal asserts that, in accordance with the exptorati
contracts, the five million barrel threshold sholld applied on each of the exploitation areas withi
contracted area. The Company has several conttattsire subject to ANH high-price participatiomeOof
these contracts is the Corcel Block, which was geduas part of the Petrominerales acquisition ianthe
only one for which an arbitration process has hie#tiated. However, the arbitration process for &bwas
under suspension at the time the Company acquigdrinerales. As at March 31, 2016, the amouneund
arbitration is approximately $194 million, plusatgd interest of $39 million.
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The Company also disagrees with the interest hatethe ANH has used in calculating the interest.cbhe
Company asserts that since the high-price participégs denominated in the U.S. dollar, the corttraquires
the interest rate to be three-month LIBOR + 4%, nele the ANH has applied the highest legally aitbdr

interest rate on Colombian peso liabilities, whiglover 20%. An amount under discussion with theHAfdr
another contract is approximately $99 million pluerest.

The Company and the ANH are currently in discussiofurther understand the differences in integtien
of these exploration contracts. The Company betidlat it has a strong position with respect totigh-
price participation based on legal interpretatidrthe contracts and technical data available. Harein
accordance with IFRS 3, to account for businessiiaitipns the Company is required to and has resmbial
liability for such contingencies as of the dateaofjuisition, although the Company believes thegilessment
will be resolved in favour of the Company. The Camp does not disclose the amount recognized as

required by paragraphs 84 and 85 of IAS 37 on tbergls that this would be prejudicial to the outeoof
the dispute resolution.

Update on Environmental Permits

On February 22016, the Autoridad Nacional de Licencias Ambiesgal’/ANLA”") granted the disposal of
produced water from Quifa in Rubiales field, authioig the reuse of this water for agricultural pasps.
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Additional Financial Measures

This report contains the following financial terttgat are not considered in IFRS: Adjusted EBITDAtN
(Loss) Earnings from Operations, and Funds Flownf@perations. These non-IFRS measures do not have
any standardized meaning, and therefore are uplikabe comparable to similar measures presentedhsy
companies. These non-IFRS financial measures atedied because management uses this information to
analyze operating performance, leverage, and liguifherefore, these measures should not be cereidn
isolation or as a substitute for measures of perémice prepared in accordance with IFRS.

Adjusted EBITDA

The Company uses the financial measure “AdjustetTBB” in this MD&A, whereas in the past we have
used the term “EBITDA.” Our calculation of this nse@e has not changed from previous quarters, leut th
terminology has changed due to guidance providedhkyOntario Securities Commission. Management
believes that Adjusted EBITDA is an important iratimr of the Company’s ability to generate liquidity
through operating cash flow to fund future workicepital needs, service outstanding debt, and fuhdd
capital expenditures. The exclusion of non-cash@raltime items eliminates the impact on the Comijgan

liquidity and normalizes the result for comparatpjuerposes. Other issuers may calculate Adjusted BEI
differently.

A reconciliation of Net Earnings to Adjusted EBITO#lows:

Three Months Ended
Mar ch 31
(in thousands of US$) 2016 2015
Net loss® $ (900,949) $ (722,256)
Adjustments to net loss
Income taxexpense (recovery) 9,948 (21,494)
Foreign exchange loss 3,339 35,780
Finance cost 68,914 78,858
Loss on risk management contracts 113,545 167
Gain of equity-accounted investees (26,847) (17,453)
Other (income) expenses (42,210) 21,570
Share-based compensation (3,206) 2,086
Equity tax 26,901 39,149
Gain (Loss) attributable to non-controlling interes 7 (2,220)
Depletion, depreciation and amortization 230,592 406,419
Impairment and exploration expenses 666,898 448,967
Restructuring Costs 16,780 -
Adjusted EBITDA $ 163,712 $ 269,573
1. Net loss attributable to equity holders of the pare
Funds Flow from Operations
Three Months Ended
March 31
(in thousands of US$) 2016 2015
Cash flow from operating activities $ (35,726) $ 98,946
Changes in non-cash working capital 103,828 271,003
Deferred revenue net proceeds 75,000 (199,475)
Funds flow fr om oper ations $ 143102 $ 170,474
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Net Loss from Operations

Three Months Ended
Mar ch 31

(in thousands of US$) 2016 2015

Net loss® $ (900,949) $  (722,256)
Finance costs 68,914 78,858
Gain of equity-accounted investees (26,847) (17,453)
Equity tax 26,901 39,149
Foreign exchange loss 3,339 35,780
Loss on risk management contracts 113,545 167
Other (income) expenses (42,210) 21,570
Income taxexpense (recovery) 9,948 (21,494)
Gain (loss) attributable to non-controlling interes 7 (2,220)
Net | oss fr om oper ations $ (747,352) $ (587,899)

1. Net loss attributable to equity holders of the pare

Oil and gas metrics

This report contains metrics commonly used in tihearmd natural gas industry, such as operatingoaeks,
operating costs and average realized price. Tlesgstdo not have a standardized meaning and malyenot
comparable to similar measures presented by ottrepanies. Therefore, these terms should not be tased
make comparisons. Operating net backs have beeunlatd by subtracting production costs, transtioria
costs, diluent costs, other costs, royalties aretliftvor underlift costs from the realized oil andtural gas
sales price per barrel of oil equivalent and mayibed to determine the profit realized by the Camydar
each barrel of oil equivalent sold. Operating cosésve been calculated by adding production costs,
transportation costs and diluent costs, and maydel to determine the profitability of the Company.
Average realized price is calculated by dividing tiverage daily volume sold by the revenue receiged
such sales over the course of a year and may hktasietermine the average price received by thag2oy

for each barrel of oil equivalent sold. Managemases these oil and gas metrics for its own perfooma
measurement and to provide stakeholders with meador compare the Company’s operations over time.
Readers are cautioned that the information provimlethese metrics, or that can be derived fromntle&rics
presented in this report, should not be relied upoimvestment or other purposes.
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Sustainability Policies

Engagement with indigenous communities

During March 2016, the Company was formally notifief the Colombian Constitutional Court's decision
instructing the Company to suspend operations witiwo kilometres of the border of an indigenous
community known as “Vencedor Piriri” encompassingoation of Quifa Block. Operations in this area &

be suspended until a prior consultation processnslucted with the indigenous community.

In the past, the Company has demonstrated thatsiteffectively met consultation process requires@mt
locations identified by the Ministry of Interioruypuant to Colombian law. However, the ConstitugicBourt

ruled that it should conduct a prior consultatiomgess in an area that to the best of the Company's

knowledge, as well as pursuant to official certifions by the Colombian Ministry of Interior, dosst have
the presence of an indigenous community. The Cwmisthal Court alleges indirect damages to the
indigenous community in the two kilometre borderaar

After the natification, the Company proceeded toalep and file a plan for operational suspensiothan2-
km radius of the indigenous reservoir with the aggtile Colombian authorities. The Company hasatet
the fulfillment of the mandate of prior consultation the area in question. It is important to ade lwave
implemented contingency plans so as to not makgaéfflect the production from the Quifa Block amxpect
the suspension period to last for approximatelywerks.

EITI (Extractive I ndustries Transparency | nitiative)

As reported in the fourth quarter of 2015, the campparticipated in the preparation of the firsTBleport
at the country level for Colombia. The report madélic the taxes, royalties and contributions mbgel8
oil and gas companies during the 2013 fiscal yaamounting to over $17 billion. One of the purpostthe
report is to compare what the companies report tzeye paid to what government entities report thaye
received. Pacific’s contribution to the exercissisnmed up as follows: between 30-40% of taxesivede
by the DIAN were paid by Pacific. Cash royaltiesdply Pacific accounted for 12% of the total, whiite
kind royalty payments in the form of barrels acdednfor almost 60% of the total received by stafenzies,
ANH and Ecopetrol. This is an important exercisdrahsparency and accountability that raises avessen
within the society of the oil and gas industry, Tduting to its legitimization. Additionally, wegsticipated
in the global forum EITI in Peru reaffirming ourramitment to the initiative worldwide.

Sustainability report highlights

During May 2016, the Company plans to publish #gsenith sustainability report. In this report, welwi
disclose the performance of our sustainability nhaghel our accomplishments for the year end 2015.
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Risks and Uncertainties

The business, operations, and earnings of the Coynpauld be impacted by the occurrence of risks and
uncertainties of all kinds, including financial, evptional, technological, regulatory, and politicaks, that
might affect the oil and gas industry generallythe Company specifically.

These risks and uncertainties include the fact, tthaspite a number of cost reduction initiativeat thave
been implemented by the Company, at current adlgsrthe Company will likely need new financing tod

its interest payments and debt repayments as tbeye cdue, and possibly operating cash needs. As
mentioned above, on April 27, 2016 the Companyiobthan Initial Order from the Superior Court otice

in Ontario (the Court”) under the Companies’ Creditors Arrangement AGEGAA”), which (i) authorizes
the Filing Entities to commence a Court-supervisestructuring proceeding; (ii) provides protectidns
allow normal operations to continue as the Filingities proceed to consummate a proposed comprieleens
restructuring transaction (theRestructuring Transaction”) further to Pacific’'s previously announced
agreement with certain noteholders, lenders andCitalyst Capital Group Inc.; and (iii) approvasa(U.S.
$500 million debtor-in-possession financing fagind a super priority lien over assets of thenBilEntities

to secure the obligations under that facility; ginda U.S. $134 million letter of credit facilitgnd a second
priority lien over assets of the Filing Entities gecure the obligations under that facility, allpast of the
Restructuring Transaction. There can be no ceptaast to the ability of the Company to successfully
restructure its long-term debts, amend the apgkcalperating agreements to eliminate the credihgat
covenants, and obtain new financing should low erydices persist. Furthermore, there is a material
uncertainty that may cast doubt on the Companyilgyato continue as a going concern.

The Company intends to fund its anticipated casfuirements through the end of 2016 primarily thifoug

cash on hand and cash flows from operations, altndbese sources may not be sufficient to fund such
requirements.

To continue as a going concern, the Company mustrgée sufficient operating cash flows, securetamtdil
capital or otherwise pursue a strategic restruagpirrefinancing or other transactions to providevith
additional liquidity. The Company cannot provide/@ssurance that any of these actions can be edffect a
timely basis, on satisfactory terms or maintainedeoinitiated. If they are not, the Company’s idity and
results of operations will be materially adversaffgcted and the Company would not be able to naetas a
going concern. The urgency of the Company’s ligyidonstraints may require the Company to purseé su
transactions at an inopportune time. Moreover Gbmpany’s ability to successfully implement, and tost
of, any such transactions will depend on numeraasfs, including:

« Demand and prices for oil and natural gas;
* General economic conditions;
e The strength of the credit and capital markets;

« The Company’s ability to successfully execute perational strategies, and its operating and fir@nc
performance;

e« The Company's ability to comply with the covenaintits debt instruments;

< The Company’s ability to renew the forbearance xiemsion agreements with respect to the Credit
Facilities and the 2109 Senior Notes and 2025 $&hites, as applicable;

« The Company'’s ability to comply with its operatiagreements;

« The Company’s ability to maintain relationshipstwits suppliers, customers, employees, stockholders
and other third parties; and

« Market uncertainty in connection with the Comparsfslity to continue as a going concern as well as
investor confidence in the Company.

If the Company is unable to continue as a goingceom it would likely need to seek relief under laggble
bankruptcy and insolvency legislation, which magatévely affect the price and volatility of the Cpemy’s

common shares and other securities of the Compadyaay investment in such shares or securitiesdcoul
suffer a significant decline or total loss in value
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Other material risk factors include, but are notited to:

« Volatility in market prices for oil and natural gas

« A continued depressed oil price environment with ptential of further decline;

« Default under the credit facilities and/or seniotas due to a breach of covenants therein;

e Early termination of one or more of the Lender FEanance Agreements and/or the Noteholder
Extension Agreement;

 Amounts becoming due and payable under the creditittes or senior notes, notwithstanding the
entering into of the Lender Forbearance Agreemandsthe Extension Agreement, whether through the
actions of holders of the 2019 Senior Notes andb2B2nior Notes or the trustee under each respective
indenture or otherwise;

e The impact of events of defaults in respect of dredit facilities, 2019 Senior Notes and 2025 Senio
Notes on other material contracts of the Compamgiuding but not limited to, cross-defaults resugti
in acceleration of amounts payable thereunderetdimination of such agreements;

« Failure of the Company to reach an agreement ustltrieditors to restructure the Company’s capital
structure;

< Failure to satisfy any terms or conditions of agge@ment with its creditors on a proposed restrirgiu

* Any negative impact on the Company’s current openatas a result of any proposed restructuring or
failure to reach an agreement with the creditoeseton;

e Failure to satisfy the terms and conditions of ame of the Company's waiver agreements with
applicable creditors or any other waiver, failucedbtain further extensions of any such waivers, or
failure to obtain waivers of other covenants, iflavhen required,;

e The terms of any waivers, including the impact lba €ompany of any restrictions imposed upon it in
connection with any waiver;

« Failure to obtain additional financial resourcesatoid the need to seek relief under the bankruaibly
insolvency laws in one or more jurisdictions of @da, the United States, Colombia and/or other
jurisdictions (or avoid an involuntary petition foankruptcy relief or similar creditor action filegjainst
the Company);

« Investors’ perceptions of the Company’s prospecis the prospects of the oil and gas industry in
Colombia and the other countries where the Compgeyates and/or has investments;

« Expectations regarding the Company'’s ability t@eatapital and to continually add to reserves tjiou
acquisitions and development;

< Inability to continue meeting the listing requirem® of the exchanges on which the Company’s
securities are listed;

e The value of the Company’s equity securities beeduced to zero as a result of an insolvency filing
and that such proceedings may ultimately resuhéncancellation of the Company’s equity securities

e The effect of ratings downgrades on the Company&ress and operations;

« Political developments in Colombia, Guatemala, PBrazil, Guyana and Mexico;

< Liabilities inherent in oil and gas operations;

« Uncertainties associated with estimating oil antirzd gas reserves;

« Competition for capital, acquisitions of reservesdeveloped lands and skilled personnel, among othe
things;

* Incorrect assessments of the value of acquisitmaor past integration problems;

e Geological, technical, drilling and processing peots;

* Fluctuations in foreign exchange or interest rares$ stock market volatility;

« Delays in obtaining required environmental and otleences;

« Uncertainty of estimates of capital and operatingts, production estimates and estimated economic
return;

« The possibility that actual circumstances will diffrom estimates and assumptions;

« Uncertainties relating to the availability and cosf financing needed in the future; and finally,

¢« Changes in income tax laws or changes in tax lagspunting principles and incentive programs
relating to the oil and gas industry.
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The Company’s Annual Information Form, filed on Marl8, 2016, and available at www.sedar.com,
contains a complete discussion of the risks ancnaiaties that could have an effect on the busiresl
operations of the Company. Readers are urgedatbgech discussion in its entirety.

Advisories

Boe conversion

The term “boe” is used in this MD&A. Boe may be haaling, particularly if used in isolation. A boe
conversion ratio of cubic feet to barrels is basedan energy equivalency conversion method primaril
applicable at the burner tip and does not represerdiue equivalency at the wellhead. In this MD&%e

has been expressed using the Colombian conversiodasd of 5.7 Mcf: 1 bbl required by the Colombian
Ministry of Mines and Energy.

All of the Company’s natural gas reserves are ¢oathin the La Creciente, Guama, and other blooks i
Colombia, as well as in the Piedra Redonda fielBiock Z-1 in Peru. For all natural gas reserves in
Colombia, boes have been expressed using the C@ombnversion standard of 5.7 Mcf: 1 bbl requibgd
the Colombian Ministry of Mines and Energy. Forraitural gas reserves in Peru, boes have beenssggre
using the Canadian conversion standard of 6.0 Mdibl. If a conversion standard of 6.0 Mcf: 1 blere/

used for all the Company’s natural gas reservésytbuld result in a reduction in the Company’s hetand
2P reserves of approximately 4.2 and 4.7 MMboegetbely.

Translation

This MD&A was prepared originally in the Englismiuage and subsequently translated into Spanigheln

case of differences or discrepancies between tigénal and the translated versions, the Englishudoent
shall prevail and be treated as the governing eBrsi
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Abbreviations

The following abbreviations are frequently useadim MD&A.

1P Proved reserves (also known as P90) MDRT Measure depth rotary table

2P Proved reserves + Probable reserves. MDT Modular formation dynamics test

3P Proved reserves + Probable reserves + MWD Measurement while drilling
Possible reserves

API American Petroleum Institute - gravity MMcf/d Million cubic feet per day
measure of petroleum liquid

bbl Barrels MD Measured depth

bbl/d Barrels per day MMbbl Million barrels

Bcf Billion cubic feet MMbbl/d  Million barrels of oil per day

boe Barrels of oil equivalent MMboe Million barrels of oil equivalent

boe/d Barrels of oil equivalent per day MM Btu Million British thermal units

BSW Basic sediments and water MM cf Million cubic feet

Btu British thermal units MMcf/d Million cubic feet per day

Bwd Barrels of water per day MMscf/d  Million standard cubic feet per day

CBM Cubic billion metre MW Megawatts

DWT Dead weight tonnage MWh Megawatts per hour

EPC Engineering, procurement and construction NGL Natural gas liquids

ESP Electro-Submersible Pump Scf Standard cubic feet

FOB Free on board Stb/d Standard barrels per day

GOR Gas - Oil Ratio Tcf Trillion cubic feet

GDP Gross Domestic Product TD Total depth

ha Hectare TVDSS True vertical depth below sea level

km Kilometres UsGC US Gulf Coast

KWh Kilowatt Hour WTI West Texas Intermediate index

Mbbl Thousand barrels

Mbbl/d Thousand barrels per day

Mboe  Thousand barrels of oil equivalent

Mboe/d Thousand barrels of oil equivalent per day
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