Management's Discussion and Analysis

The following Management's Discussion and Analys#D&A) should be read in conjunction with the
attached unaudited interim consolidated finandetiesnents of Badger Daylighting Ltd. (the “Company”
or “Badger”’). The interim consolidated financialatements were prepared in accordance with
International Financial Reporting Standards (IFRBgaders should also refer to the audited coratelid
financial statements and MD&A for the year endeddeber 31, 2012, which along with all previous
public filings, including the Company’s Annual Imfoation Form for the year ended December 31, 2012,
may be found on SEDAR atww.sedar.com.

Revenue and expense variance analysis in the MDdcAides primarily on the year-over-year changes
during the second quarter. Year-over-year varisifmethe six months ended June 30, 2013 and 2@12 a
explained by the same general factors as thoseilmatiig to the second-quarter variance, unless
otherwise indicated.

This MD&A has been prepared taking into considerathformation available to August 12, 2013.

CAUTIONARY STATEMENTS REGARDING FORWARD-LOOKING INF ORMATION AND
STATEMENTS

Certain statements and information contained is D&A and other continuous disclosure documents
of the Company referenced herein, including statgseclated to the Company’s capital expenditures,
projected growth, view and outlook toward marginash dividends, customer pricing, future market

”

opportunities and statements, and information ttmttain words such as “could”, “should”, “can”,
“anticipate”, “expect”, “believe”, “will", “may” ard similar expressions relating to matters that rave
historical facts, constitute “forward-looking infoation” within the meaning of applicable Canadian
securities legislation. These statements and irdtion involve known and unknown risks, uncertamtie
and other factors that may cause actual resuktsants to differ materially from those anticipateduch
forward-looking statements and information. The @amy believes the expectations reflected in such
forward-looking statements and information are seable, but no assurance can be given that these
expectations will prove to be correct. Such forwtaking statements and information included irsthi
MD&A should not be unduly relied upon. These forddmoking statements and information speak only

as of the date of this MD&A.

In particular, forward-looking information and statents include discussion reflecting the Company’s
belief that:

» Internal preparations for anticipated growth in 20dill be completed;

» As long as overall activity in the economy and ¢ieand natural gas industry remains essentially
constant, Badger will be able to continue to grbevthiusiness in 2013;

» Badger in 2013 can further develop the organizatimposition itself to be able to handle the
planned future growth;

 The new locations opened in the United States pvifivide an increased contribution to cash
flows from operations and net profit during 2013;

e The current business development initiative wiloyide Badger with the additional new
customers necessary to grow the business in 2@ tharfuture;

» Eastern Canada will continue with steady growtt2@13, driven by anticipated stable activity
levels in the utility and construction segments;

1 | Badger Daylighting Ltd. June 30, 2013



* There will be an increase in Western Canada revelwieag 2013 due to anticipated project
volume and spending in the oil and natural gasoseand,

 An increase in Company capital will be requiredfitmnce the anticipated capital expenditure
program.

The forward-looking statements rely on certain exp& economic conditions and overall demand for
Badger's services and are based on certain assumapfihe assumptions used to generate forward-
looking statements are, among other things, that:

» Badger has the ability to achieve its revenuepngit and cash flow forecasts for 2013;

e There will be long-term demand for hydrovac sersifrem oil refineries, petro-chemical plants,
power plants and other large industrial faciliieoughout North America;

« Badger will maintain relationships with current mmers and develop successful relationships
with new customers;

e The Company will collect customer payments in eetyymanner; and

» Badger will execute its growth strategy.

Risk factors and other uncertainties that couldseaactual results to differ materially from those
anticipated in such forward-looking statementsudel but are not limited to: price fluctuations @k
and natural gas and related products and servigeltical and economic conditions; industry
competition; Badger's ability to attract and retk@y personnel; the availability of future debt aaplity
financing; changes in laws or regulations, inclgditaxation and environmental regulations; and
fluctuations in foreign exchange or interest rates.

Readers are cautioned that the foregoing fact@sar exhaustive. Additional information on thesd a
other factors that could affect the Company’s opi@na and financial results is included in repantsfile

with securities regulatory authorities in Canadal amay be accessed through the SEDAR website
(www.sedar.com) or at the Company's website. Thaevdod-looking statements and information
contained in this MD&A are expressly qualified Hhyist cautionary statement. The Company does not
undertake any obligation to publicly update or sevany forward-looking statements or information,
whether as a result of new information, future égeor otherwise, except as may be required by
applicable securities laws.

NON-IFRS FINANCIAL MEASURES

This MD&A contains references to certain finanaméasures, including some that do not have any
standardized meaning prescribed by IFRS and thgtnoiabe comparable to similar measures presented
by other corporations or entities. These finangiahsures are identified and defined below:

“Cash available for growth and dividends” is used by management to supplement cash flow as a
measure of operating performance and leverageobjeetive of this measure is to calculate the arhoun
available for growth and/or dividends to sharehadéd is defined as funds generated from operation
less required debt repayments and maintenanceatagjtenditures, plus any proceeds received on the
disposal of assets.

“EBITDA” is earnings before interest, taxes, depreciatich @mortization. It is a measure of the
Company’s operating profitability and is therefouseful to management and investors. EBITDA
provides an indication of the financial results gqated by the Company’s principal business ad@#iti
prior to how these activities are financed, assets amortized or the results are taxed in various
jurisdictions. EBITDA is calculated from the conslalted statement of comprehensive income as gross
profit less selling, general and administrativetgol is calculated as follows:
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Three months ended June, Six months ended June
$ 2013 2012 2013 2012
Gross profit 25,579,768 16,871,526 48,300,997 33,334,589
Selling, general an
administrative costs (5,237,042) (3,156,850) (10,019,667) (6,363,505)
EBITDA 20,342,726 13,714,67pb 38,281,330 26,971,084

“Funded debt” is a measure of Badger’s long-term debt positiemded debt is long-term debt.

“Funds generated from operations”is used to assist management and investors iyzmgloperating
performance and leverage. It is not intended toesgmt operating cash flow or operating profitstha
period nor should it be viewed as an alternativeash flow from operating activities, net profitather
measures of financial performance calculated im@@ance with IFRS. Funds generated from operations
are derived from the consolidated statement of flags and is calculated as follows:

Three months ended June, Six month: ended June 3
$ 2013 2012 2013 2012
Cash provided by operating activities 23,025,314 595,816 27574234 25,010,944
Add (deduct)
Net change in non-cash working capital
relating to operating activities (5,906,047) (4,702,192) 3,640,555 (3,406,378)
Equity-settled share plan settled in cash - 655|316 1,513,103 655,316
Funds generated from operations 17,119,267 118039 32,727,892 22,259,882

“Growth capital expenditures” are capital expenditures that are intended to ingr8adger’s
efficiency, productivity or overall capacity andeteby allow Badger to access new markets. They
generally represent any net additions to the dhafiig fleet. Growth capital expenditures exclude
acquisitions.

“Maintenance capital expenditures” are any amounts incurred during a reporting petiotteep the
Company's daylighting fleet at the same numberritisuplus any other capital expenditures requioed
maintain the capacities of the existing businedseyTalso include any costs incurred to extend the
operational life of a daylighting unit. The amountill fluctuate period-to-period depending on the
number of units retired from the fleet.

“Net debt” is funded debt less cash and cash equivalents.
Cash available for growth and dividends, EBITDAyded debt, funds generated from operations, growth

capital expenditures, maintenance capital expergditand net debt throughout this document have the
meanings set out above.
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FINANCIAL HIGHLIGHTS

($ thousands, except per share and total sharssnding information)

Three months Three months  Six months Six months
ended ended ended ended
June 30, June 30, June 30, June 30,
2013 2012 2013 2012
Revenues 73,658 53,984 142,812 108,019
EBITDA 20,343 13,715 38,281 26,971
Profit before tax 14,206 8,950 26,543 17,673
Income tax expense
Current 3,597 1,707 6,099 3,590
Deferred 1,238 1,098 3,088 1,823
Net profit 9,371 6,145 17,356 12,260
Profit per share — diluted ($) 0.76 0.56 141 1.12
Funds generated from operations 17,119 11,504 82,72 22,260
Funds generated from operations
per share — diluted ($) 1.39 1.04 2.65 2.04
Maintenance capital expenditures 2,505 356 3,178 0541,
Required long-term debt repayments - - - -
Cash available for growth and
dividends 14,744 11,223 29,737 21,301
Dividends declared 3,330 2,888 6,660 5,648
Growth capital expenditures 16,848 12,357 29,098 1724
Total shares outstanding (end of period) 12,332,631 12,326,631 12,332,631 12,326,631

OVERVIEW

Highlights for the three months ended June 30, 2013

* Revenues increased by approximately 36 percentZ7&73$million from $54.0 million for the
comparable quarter of 2012 due to a 33 percenéaser in Canadian revenues and a 40 percent
increase in United States revenues. As a resuthefincrease in revenues, the Company's
quarterly EBITDA and funds generated from operatialso increased from the same period in
2012;

» EBITDA increased by approximately 48 percent to.324illion from $13.7 million in the same
quarter of 2012;

» Funds generated from operations increased by ajppatedy 49 percent period-over-period to
$17.1 million from $11.5 million in the comparalgjearter of 2012;

» EBITDA margins in Canada decreased to 24 percenh 28 percent for the comparable period
of last year substantially due to an additionaka&lcof $1.6 million of executive, director and
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employee incentive compensation to account foirtbeease in the obligation for payments under
the company’s Deferred Unit Plan, due to the ineecia Badger’s share price. EBITDA margins
in the United States increased to 31 percent frBnpe&cent for the comparable period of last
year due to improvements in operational efficiescand

« Badger had 707 daylighting units at the end ofsia@nd quarter of 2013, reflecting the addition
of 84 daylighting units to the fleet to date in 301 units in the first quarter and 43 in the
second quarter) and the retirement of seven un@$.the total, 330 units were operating in
Canada and 377 in the United States at quarter-Badger had 277 units in Canada and 293 in
the United States for a total of 570 units at JB®e2012. The new units were financed from
cash generated from operations and existing ciadiltties.

OUTLOOK

There are no changes in Badger's outlook from thieak provided following the first quarter of 2013
Badger is pleased with its business growth, fir@neisults, improvements in operational efficies@ad
efforts made to grow the customer. Provided thetiNdmerican economy and activity in the oil and
natural gas industry remain roughly the same, Badgpects to achieve profitable growth for the
foreseeable future.

Major initiatives for the remainder of 2013 arefaltows:

1. Improve the Company’'s business development giewgrder to achieve further expansion Badger's
customer base throughout the United States andd@ana

2. Build the organization by adding people andIskib meet the requirements associated with the
Company'’s planned growth. This remains the mosbitamt task for Badger.

3. Improve underperforming areas. A lot of progreas been made in this area to date but thereris m
to be done.

4. Streamline Badger's administration system thnahg use of electronic forms and other measugds th
transfer data electronically from the field toiofls and from offices to Badger's customers.

5. Continue to build Badger units at the same @actine first six months of the year. The buileriata
minimum of three trucks per week. Badger expextetire 15 to 25 trucks in 2013. Seven were rétire
in the first six months of this year.

Regional comments:

1. The United States continued to provide goodmegeagrowth and improved operational efficiencies in
the second quarter. It should be noted that taexrdewer underperforming areas in the United State
the organization has started to mature. Badgecsd for the United States remains to attract aocem
people to the organization, and to develop theitsskn order to support the Company’s growth @an
The United States added six locations in the $isstnonths of 2013.

2. Eastern Canada continued its stable performamd¢enodest growth in the quarter.

3. In Western Canada springtime is always a chgdlewith spring break-up affecting some areas.
Revenue growth was impressive for the period, batgms were reduced in two areas with one
experiencing a lack of major projects during brgakand the other experiencing some short-term local
issues. Western Canada is expecting a strongp finithe year.

The second quarter of 2013 went according to ptahgenerated good results. The Company’s focus
remains to grow its customer base, build the omgdinin and improve operational efficiencies where
possible. Badger believes it will be able to comé its growth for the foreseeable future given a
reasonable economy and stable oil and naturahglastry.
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Results of Operations

Revenues

Revenues of $73.7 million for the three months endiene 30, 2013 were 36 percent greater than the
$54.0 million generated during the comparable geiio 2012. The increase is attributable to the
following:

e Canadian revenues increased by 33 percent fron¥ $2illion in the second quarter of 2012 to
$37.0 million in the second quarter of 2013. West€anada revenue increased due to a
favorable market for Badger. Eastern Canada revémureased due to a growing market and
reasonable weather conditions; and

» United States revenue went from $26.3 million foe three months ended June 30, 2012 to $36.7
million for the three months ended June 30, 20R&moving the effect of the change in the
foreign exchange rate, revenues increased by 3@ peguarter-over-quarter. The increase is due
to the addition of new areas last year and eaidyytbar, enhanced business development efforts
that have succeeded in enlarging the customerdrakerganizational improvements.

Badger's average revenue per truck per month ddhieghree months ended June 30, 2013 was $31,800
versus $30,000 for the three months ended Jun203@, Badger's average revenue per truck per month
during the six months ended June 30, 2013 was @82/&rsus $31,400 for the six months ended June 30,
2012.

Direct Costs

Direct costs for the quarter ended June 30, 201r@ %48.1 million compared to $37.1 million for the
guarter ended June 30, 2012. The increase of @@mas less than the 36 percent increase in t®m&en
and is due to achieving increased gross profit maig the United States, discussed below.

Gross Profit

The gross profit percentage was 34.7 percent fergimarter ended June 30, 2013, up from the 31.3
percent for the quarter ended June 30, 2012. Thadian gross profit percentage decreased from 37.0
percent for the second quarter of 2012 to 35.9gmrfor the most recent quarter due to lower margin

two areas of Western Canada, which were due taliisence of major projects in one area during the
spring breakup period and some short-term localeissn the second area. United States gross profit
percentage increased from 25.2 percent for thensegoarter of 2012 to 33.6 percent for the mostnec
quarter due to improvements in operational efficies, organizational improvements and the matwfng
the business.

Depreciation of Property, Plant and Equipment

Depreciation of property, plant and equipment wa8 $nillion for the three months ended June 303201
$1.3 million higher than the $4.5 million incurréamt the three months ended June 30, 2012, dueseto th
increased number of hydrovac units in the fleet.

Finance Cost
Finance cost was essentially unchanged comparmgdhond quarter of 2013 to the second quarter of
2012.
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Selling, General and Administrative Expenses

Selling, general and administrative expenses isetdy 66 percent to $5.2 million for the quartetesl
June 30, 2013 from $3.2 million for the quarter eshdune 30, 2012. The main reason for the increase
was an additional accrual of $1.6 million of cofte executive, director and employee incentive
compensation to account for the increase in thegatidn for payments under the Company’s Deferred
Unit Plan, due to the increase in Badger’s shameprOther reasons were the increase in perscalaly
costs resulting from the growth in Badger’s businesd an increase in employee

bonuses due to the Company’s good financial resfis a percentage of revenues, selling, geneidl an
administrative expenses increased to 7.1 percerthéosecond quarter of 2013 from 5.8 percentHer t
second quarter of 2012.

Income Taxes

The effective tax rate for the six months endece B 2013 was 34 percent versus 31 percent faithe
months ended June 30, 2012. Profit before takentnited States increased relative to Canadiafit pr
before tax, resulting in the increase in the efflectax rate given that corporate income tax rates
higher in the United States.

Exchange Differences on Translation of Foreign Opeitions
The exchange differences result from converting bhlance sheet and profit statement related to the

United States operations into Canadian currency.

Liquidity and Dividends

Funds generated from operations increased to $tillibn for the quarter ended June 30, 2013 from
$11.5 million for the comparable period in 2012 guienarily to increased revenues and EBITDA. The
Company uses its cash to pay dividends to sharetslduild additional hydrovac units, invest in
maintenance capital expenditures and repay lomg-tksbt.

The Company had working capital of $48.4 million Jane 30, 2013 compared to $43.9 million at
December 31, 2012 due to the increase in tradethed receivables.

The following table outlines the cash availabldund growth and pay dividends to shareholderster t
three and six months ended June 30, 2013:

Three months Six months
ended June 30, ended June 30,
2013 2013
%)
Funds generated from operations 17,119,267 3892
Add: proceeds from sale of property, plant
and equipment 130,013 187,428
Deduct: required repayments of long-term debt - -
Deduct: maintenance capital expenditures (2,50%,383 (3,178,146)
Cash available for growth capital expenditures
and dividends 14,743,897 29,737,174
Growth capital expenditures 16,847,819 29,098,055
Dividends declared 3,329,810 6,659,621
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In determining cash available for dividends, tharpany excludes non-cash working capital changes for
the period as well as growth capital expenditu@sanges in non-cash working capital items are
excluded so as to remove the effects of timingediffices in cash receipts and disbursements, which
generally reverse themselves and can vary significabetween fiscal periods. Growth capital
expenditures are excluded so as to include onlyrthmtenance capital expenditures required to Busta
the existing asset base.

The following table outlines the excess of cashvigled by operating activities and net profit foeth
period over dividends declared during the six memhded June 30, 2013 and 2012 and the year ended
December 31, 2012:

Six months Six months Year ended
ended June ended June December
%) 30,2013 30, 2012 31,2012
Cash provided by operating activities 27,574,234 ,020,944 46,200,783
Net profit 17,355,846 12,259,681 28,049,759
Dividends declared 6,659,621 5,647,809 12,057,659
Excess of cash provided by operating
activities over dividends declared 20,914,613 9,383,135 34,143,124
Excess of net profit over
dividends declared 10,696,225 6,611,872 R0

The Company pays cash dividends monthly to itsedtfmders. They may be reduced, increased or
suspended by the Board of Directors depending eroperations of Badger and the performance of its
assets. The actual cash flow available for dividetadshareholders of Badger is a function of nunnero
factors, including: the Company'’s financial perfamse; debt covenants and obligations; working ehpit
requirements; maintenance and growth capital expeedrequirements for the purchase of property,
plant and equipment; and the number of sharesamaiistg.

The Company maintains a strong balance sheeteltisrdanagement strategy includes retaining sufficie
funds from available distributable cash to finameaintenance capital expenditures as well as working
capital needs. Growth capital expenditures will grafly be financed through existing debt facilities
proceeds received from equity financings or cashimed from operating activities. The majority bet
cash provided by operating activities in the sixnthe ended June 30, 2013 was used to finance growth
capital expenditures and to pay dividends to sluddeins.

If maintenance capital expenditures increase inréuperiods, the Company’s cash available for gnowt
capital expenditures and dividends will be negétiaffected. Due to Badger's growth rate in recent
years, the majority of the hydrovac units are reddy new, with an average age of approximatelyr fou
years. As a result, Badger is incurring relatidely maintenance capital expenditures. Over timelgga
would expect to incur annual maintenance capitgdeeglitures approximately equaling the year’'s
depreciation expense. Badger estimates it will remapproximately 15 to 25 hydrovac units from the
fleet in 2013. Badger expects that cash providedjpgrations and cash available for growth capital
expenditures and dividends will be sufficient taduits future maintenance capital expenditures.

Badger is restricted from declaring dividends iiin breach of the covenants under its credilifes.
As at the date of this MD&A the Company is in cormpte with all debt covenants and is able to fully
utilize its credit facilities as well as declar@idends. Badger does not have a credit rating.
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Capital Resources

Investing

The Company spent $19.4 million on property, pkamd equipment for the three months ended June®@@, 2
compared to $12.7 million for the three months endene 30, 2012. The costs to build a hydrovac unit
remained consistent with the average for 2012.

Maintenance capital expenditures are incurred dugimperiod to keep the hydrovac fleet at the sanmeber
of units plus any other capital expenditures regfito maintain the business. This amount will flate
period-to-period depending on the number of urétged from the fleet. During the first six montbs2013
only seven hydrovac units were removed from thet flend, therefore, maintenance capital expenditueze
minimal.

Financing

In May 2013 the Company’s extendable revolving itréatility was renewed. The principal amount was
increased from $55 million to $70 million. The ifdg was used and will continue to be used to Helance
Badger's capital expenditure program and suppaparate activities. There was $44.0 million draatrdune
30, 2013. The facility has no required principggayments. It expires on June 22, 2014 and is renlevby
mutual agreement of the Company and the lendearicadditional 364-day period. If not renewed, ie$eis
payable on the facility for 364 days, after whible £ntire amount must be repaid. The facility begesest at
the bank’s prime rate or bankers’ acceptance rate .25 percent per annum plus 0 to 0.75 percent p
annum depending on Badger's ratio of funded-deliB6T DA.

The Company's net debt increased by 50 percenhglulie first six months of 2013. As at June 3@30
Badger's cash and cash equivalents were $3.1 miltiesulting in net debt of $40.9 million versuslttand
cash equivalents of $2.5 million and net debt af.82nillion at December 31, 2012. The main redsoithe
increase was the capital expenditures incurredhdutie first six months of 2013 and therease in working
capital due to the increase in trade and otheivagkes.

Management believes that the Company’s healthynbalasheet, combined with funds generated from
operations, will provide sufficient capital to fumeshgoing operations, pay dividends to sharehold&rance
future capital expenditures and execute its stiagggn for the foreseeable future. The Compapyétice is

to utilize an appropriate mix of debt and equityfitance its maintenance capital expenditures angit
initiatives.

As of June 30, 2013 and the date of this MD&A Badgén compliance with all financial covenants enthe
credit facility agreement. Financial performanekative to the financial ratio covenants underékiendable
revolving credit facility is reflected in the taldelow:

Ratic June 3(, 2013 December 31, 2(2 Thresholt
Funded Del™to EBITDAY 0.5€:1 0.441 2.25:1 maximur
Fixed Charge Covera® 1.6¢1 4.5¢1 1.00:1 minimun

1 Funded debtis long-term debt less cash and cashadents.

2 Funded debt to EBITDA means the ratio of consoéiddtinded debt to the aggregated EBITDA for thiéing
12 months. EBITDA is defined as the Company’s ddaTDA for the trailing 12 months.

3 Fixed charge coverage ratio means the trailing b2mEBITDA less unfinanced capital expenditured an
cash taxes, plus the unused portion of the extéadabolving credit facility, to the sum of thegaggate of
scheduled long-term debt principal payments, istemed dividends.
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The Company has committed to certain capital exipgned totalling approximately $20.2 million. They
will be financed with existing credit facilities dfiunds generated from operations. There are ntzsas
for remitting payment for these financial commitrgen

SHARE CAPITAL

Shareholders’ capital increased from $80.6 millanDecember 31, 2012 to $80.8 million at June 30,
2013 due to certain employees exercising theiroogti Shares outstanding at June 30, 2013 were
12,332,631. There was no change to the balanotfasggust 12, 2013.

SELECTED QUARTERLY FINANCIAL INFORMATION

(%)
2013 2012 2011

Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3
Revenues 73,657,740 69,154,060 69,248,611 61,961,587 53,984,13b 54,034,3p8 56,548,569 53,853,710
Net profit 9,370,683 7,985,168 7,888,160 7,901,918 6,144,629 6,115,092 8,704,497 8,152,566
Net profit per 0.76 0.65 0.6¢ 0.64 0.56 0.57 0.80 0.75
share - basic
Net profit per 0.76 0.65 0.64 0.64 0.56 0.56 0.80 0.75
share - diluted

CHANGES IN ACCOUNTING POLICIES

In the first quarter of 2013 the Company applied taquirements of IFRS 10 Consolidated Financial
Statements, IFRS 11 Joint Arrangements, IFRS 12ld3igres of Interests in Other Entities and IFRS 13
Fair Value Measurements in the current period. atheption of these policies did not have a material
impact on the Company’s interim condensed condgetidinancial statements, but required some
additional disclosure in the notes to the constdiddinancial statements.

ACCOUNTING STANDARDS PENDING ADOPTION

The following are the IFRS pronouncements whichehlagen issued but are not yet effective as at June
30, 2013. The pronouncements may, however, ha¥etume impact on the measurement and/or
presentation of the Company’s consolidated findrst&gements. The pronouncements are as follows:

i) IFRS 9, ‘Financial Instruments’ was issued in Nobem2009 as the first step in its project to replac
IAS 39 ‘Financial Instruments: Recognition and Measnent'. IFRS 9 introduces new requirements
for classifying and measuring financial assets thast be applied starting January 1, 2015, with
early adoption permitted. The IASB intends to exp#RS 9 during the intervening period to add
new requirements for classifying and measuring rfie liabilities, de-recognition of financial
instruments, impairment and hedge accounting. Tdregany is assessing the impact of this standard
on the consolidated financial statements.

CRITICAL ACCOUNTING ESTIMATES
There have been no material changes to criticallading estimates since December 31, 2012.

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CON TROL OVER
FINANCIAL REPORTING
Disclosure Controls and Procedures

Badger's President and CEO and its VP Finance &t kave designed, or caused to be designed under
their direct supervision, Badger’s disclosure ocolstand procedures (as defined by National Instrime
52-109 — Certification of Disclosure in Issuers’ rAiral and Interim Filings, adopted by the Canadian
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Securities Administrators) to provide reasonablsuesce that (i) material information relating to
Badger, including its consolidated subsidiariesmede known to them by others within those entities
particularly during the period in which the annfilithgs are being prepared; and (ii) material imf@tion
required to be disclosed in the annual filingseisorded, processed, summarized and reported areby ti
basis. Further, they have evaluated, or causedeteualuated under their direct supervision, the
effectiveness of Badger's disclosure controls armtgdures at December 31, 2012 and as a result of
identifying the material weakness outlined belowéhaoncluded the disclosure controls and procedures
are not fully effective.

Internal Control over Financial Reporting

Badger's President and CEO and its VP Finance &@ Rave also designed, or caused to be designed
under their direct supervision, Badger’s internahtcol over financial reporting to provide reasoleab
assurance regarding the reliability of financigdaging and the preparation of financial statemdats
external purposes in accordance with IFRS. Furiliging the criteria established in Internal Control
Integrated Framework published by the CommitteeSpbnsoring Organizations of the Treadway
Commission,they have evaluated, or caused to be evaluatedr uthdé direct supervision, the
effectiveness of Badger’s internal control ovegfinial reporting at December 31, 2012 and as dt i&su
identifying the material weakness outlined belowéa@oncluded the internal controls over financial
reporting are not fully effective.

Material Weakness

Badger has identified that it does not have swfitiaccounting personnel with the appropriate tax
expertise to allow for an effective review of thecaracy of its accounting for income taxes and the
determination of the income tax provision. Managetand the Board of Directors have determined that
it is not economically feasible to maintain suclspenel in-house or to engage an external tax damsu

to perform an independent review. This material kmeas could result in a misstatement in various tax
related accounts that could result in a materiastatement to Badger's annual consolidated financia
statements and disclosures that would not be prestenr detected.

Changes in Internal Control over Financial Reportirg

No changes were made to the design of Badger'sniteontrol over financial reporting during the
guarter ended June 30, 2013 that have materiddigtafl, or are reasonably likely to materially effféts
internal control over financial reporting.

Inherent Limitations

Notwithstanding the foregoing, because of its iehedimitations a control system can provide only
reasonable assurance that the objectives of theot@mystem are met and may not prevent or detect
misstatements. Management’'s estimates may be @utpwr assumptions about future events may be
incorrect, resulting in varying results. In additiananagement has attempted to minimize the ligetih

of fraud. However, any control system can be cinoemted through collusion and illegal acts.

BUSINESS RISKS

The MD&A for the year ended December 31, 2012, Wwhias filed on SEDAR, includes an overview of
business risks associated with the Company. Thosiess risks remain. The reader is also refeared
Badger's 2012 Annual Information Form.
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