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Forward-Looking Statements

fi C o)mapnaumge® its financial and

This press release, including the report to shareholders, contains forward-looking statements. Please refer to our

cautionary language on forward-looking statements and the other matterss et f or t h

discussion and analysis ( t h e 0 Mtiaéeéddo)this press release.

at the beginning

Effective January 1, 2011, Bellatrix began reporting its financial results in accordance with International Financial Reporting

Standards (Al FRSO0) . Pri or vy e anestatedton peffect aesultsy as if Belfedrin haid slwalisa v e

prepared its financial results using IFRS. Please see additional discussion regarding IFRS later in this press release.

HIGHLIGHTS

Three months ended
September 30,

Nine months ended
September 30,

2011 2010 2011 2010
FINANCIAL (unaudited)
(CDN$000s except share and per share amounts)
Revenue (before royalties and risk management") 49,145 27,344 143,124 79,847
Funds flow from operations ® 23,964 16,342 64,117 37,150
Per basic share® $0.22 $0.17 $0.62 $0.39
Per diluted share® $0.21 $0.17 $0.58 $0.39
Cash flow from operating activities 28,023 13,466 67,566 32,987
Per basic share® $0.26 $0.14 $0.66 $0.35
Per diluted share® $0.24 $0.14 $0.61 $0.35
Net profit (loss)™ 820 (2,546) 7,648 (4,928)
Per basic share® $0.01 $(0.03) $0.07 $(0.05)
Per diluted share © $0.01 $(0.03) $0.07 $(0.05)
Exploration and development 44,093 30,096 128,354 63,503
Corporate and property acquisitions 134 327 3,945 3,549
Capital expenditures i cash 44,227 30,423 132,299 67,052
Property dispositions i cash (4,140) (7 (4,181) (587)
Non-cash items 3,457 1,113 4,410 2,694
Total capital expenditures i net 43,544 31,529 132,528 69,159
Long-term debt 37,379 28,522 37,379 28,522
Convertible debentures® 48,692 47,246 48,692 47,246
Working capital deficiency 15,265 1,369 15,265 1,369
Total net debt © 101,336 77,137 101,336 77,137
Total assets'” 546,309 452,633 546,309 452,633
Sharehol d&rsb6 equity 360,846 296,651 360,846 296,651
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Three months ended

Nine months ended

OPERATING September 30, September 30,
2011 2010 2011 2010
Average daily sales volumes
Crude oil, condensate and NGLs (bbls/d) 4,413 2,377 4,242 2,211
Natural gas (mcf/d) 44,546 40,452 41,710 35,386
Total oil equivalent (boe/d) 11,837 9,119 11,194 8,020
Average prices
Light crude oil and condensate ($/bbl) 88.91 72.30 91.42 75.30
NGLs ($/bbl) 51.74 31.37 53.10 38.63
Heavy oil ($/bbl) 64.19 57.89 66.13 61.60
Crude oil, condensate and NGLs ($/bbl) 80.78 58.32 83.37 63.20
Crude oil, condensate and NGLs (including
risk management®) ($/bbl) 82.38 60.98 80.85 64.55
Natural gas ($/mcf) 3.91 3.81 3.97 4.33
Natural gas (including risk management ™)  ($/mcf) 4.33 5.95 4.23 5.81
Total oil equivalent ($/boe) 44.82 32.11 46.39 35.81
Total oil equivalent (including risk
management ) ($/boe) 47.02 42.28 46.41 42.72
Statistics
Operating netback ($/boe) 23.89 13.22 24.71 15.05
Operating netback™ (including risk
management ) ($/boe) 26.09 23.39 24.72 21.96
Transportation ($/boe) 1.34 1.13 1.35 1.20
Production expenses ($/boe) 11.71 11.63 11.85 12.59
General & administrative ($/boe) 3.14 2.86 2.81 3.49
Royalties as a % of sales after
transportation 18% 20% 19% 20%
COMMON SHARES
Common shares outstanding 107,391,298 97,201,866 107,391,298 97,201,866
Share options outstanding 7,830,931 6,155,872 7,830,931 6,155,872
Shares issuable on conversion of convertible
debentures® 9,821,429 9,821,429 9,821,429 9,821,429
Diluted common shares outstanding 125,043,658 113,179,167 125,043,658 113,179,167
Diluted weighted average shares i net profit (loss) ® 109,392,760 94,999,409 105,115,006 93,586,167
Diluted weighted average shares i funds flow from
operations and cash flow from operating activities ® 119,214,189 94,999,409 114,936,435 93,586,167
SHARE TRADING STATISTICS
(CDNS$, except volumes) based on intra-day trading
High 5.48 4.00 6.19 4.60
Low 3.35 2.90 3.35 2.53
Close 3.37 3.90 3.37 3.90
Average daily volume 416,772 369,802 559,103 606,619

@ The Company has entered into various commodity price risk management contracts which are considered to be economic hedges. Per
unit metrics after risk management includes only the realized portion of gains or losses on commodity contracts.

The Company does not apply hedge accounting to these contracts. As such, these contracts are revalued to fair value at the end of each
reporting date. This results in recognition of unrealized gains or losses over the term of these contracts which is reflected each reporting
period until these contracts are settled, at which time realized gains or losses are recorded. These unrealized gains or losses on
commaodity contracts are not included for purposes of per share metrics calculations disclosed.



@ The highlights section contai ns t h dunds #owrhir 8 m o p e which should sndt be considered an alternative to, or more
meaningful than cash flow from operating activities as determined in accordance with generally accepted accounting principles ( A GAAP 0 )
as an indicator of the C o mp a rpgrférsiance. Therefore reference to diluted funds flow from operations or funds flow from operations per
share may not be comparable with the calculation of similar measures for other entities. Management uses funds flow from operations to
analyze operating performance and leverage and considers funds flow from operations to be a key measure as it demonstrates the
C o mp a mabililydo generate the cash necessary to fund future capital investments and to repay debt. The reconciliation between cash
flow from operating activities and funds flow from operations can be found in the MD&A. Funds flow from operations per share is
calculated using the weighted average number of common shares for the period.

® Net debt and total net debt are considered non-GAAPterms. The Companyds cal c ulimludesthe liability compdnent net de
of convertible debentures and excludes deferred liabilities, long-term commodity contract liabilities, decommissioning liabilities, long-term
finance lease obligation and the deferred tax liability. Net debt and total net debt include the net working capital deficiency (excess) before
short-term commodity contract assets and liabilities and current finance lease obligation. Net debt also excludes the liability component of
convertible debentures. A reconciliation between total liabilities under GAAP and total net debt and net debt as calculated by the Company
is found in the MD&A.

@ Operating netbacks is considered a non-GAAP term. Operating netbacks are calculated by subtracting royalties, transportation, and
operating costs from revenues before other income.

®) Basic weighted average shares for the three and nine months ended September 30, 2011 were 107,391,070 (2010: 94,999,409) and
102,664,721 (2010: 93,586,167), respectively.

In computing weighted average diluted earnings per share for the three and nine months ended September 30, 2011 a total of 2,001,690
(2010: nil) and 2,450,285 (2010: nil) share options, respectively, were added to the denominator as a consequence of applying the
treasury stock method to the Company 6 s out standi ng 982a29¢2010:p%821¢129% coramoml shares issuable on
conversion of convertible debentures were excluded from the three and nine month calculations as they were not dilutive. This results in
diluted weighted average common shares of 109,392,760 and 105,115,006 for the three and nine months ended September 30, 2011,
respectively.

In computing weighted average diluted cash flow from operating activities and funds flow from operations for the three months ended

September 30, 2011 a total of 2,001,690 (2010: nil) common shares were added to the denominator as a consequence of applying the
treasury stock method to the Company 09,824,420 €2018: mid) camgion shaes issualdepani ons an
conversion of convertible debentures were also added to the denominator as they were dilutive, resulting in diluted weighted average

common shares of 119,214,189. As a consequence, a total of $0.7 million for interest accretion expense (net of income tax effect) was

added to the numerator.

In computing weighted average diluted cash flow from operating activities and funds flow from operations for the nine months ended

September 30, 2011 a total of 2,450,285 (2010: nil) shares were added to the denominator as a consequence of applying the treasury

stock method to the Companyo6s o0 ut9821429d2010:qnl) somman sharespssualderos comversiona t ot al
convertible debentures were also added to the denominator as they were dilutive, resulting in diluted weighted average common shares of
114,936,435. As a consequence, a total of $2.2 million for interest accretion expense (net of income tax effect) was added to the

numerator.

® Shares issuable on conversion of convertible debentures are calculated by dividing the $55.0 million principal amount of the convertible
debentures by the conversion price of $5.60 per share.

) As of January 1, 2011, Bellatrix prepares its consolidated financial statements in accordance with IFRS, IFRS 1 - First-time adoption of

I nternational Financi al Reporting Standar ds - [ntBrimFFRaécial Reportirgnad issuedt er nat i

by the I nternational Accounting Standards Board. P r ence vatluGahagian Bel | at |
generally accepted accounting principles (Aprevious GAAPO)toncanReconci |
be found in the consolidated financial statements for the three and nine months ended September 30, 2011.



REPORT TO SHAREHOLDERS

Bellatrix demonstrates inveterate behaviour posting its 8™ consecutive quarter of growth in production and cash flow
following its reorganization in 2009. Despite a protracted wet spring breakup (road bans into mid-August in West Central
Alberta) that resulted in delays to the second half of the 2011 drilling program, Bellatrix sales volumes for the third quarter
of 2011 improved to 11,837 boe/d up 30% from the third quarter 2010 sales volumes of 9,119 boe/d and 2% from the
second quarter 2011 sales volumes of 11,643 boe/d. In the third quarter Bellatrix posted a 100% success rate participating
in 19 gross (13.41 net) wells resulting in 14 gross (10.97 net) Cardium oil wells and 5 gross (2.44 net) Notikewin/Falher gas
wells. In the Fourth Quarter 2011 the Company plans to drill 12 gross (7.99 net) wells consisting of 9 gross (7.04 net)
Cardium oil wells and 3 gross (0.95 net) Notikewin condensate rich gas wells.

Including two second quarter 2011 Cardium wells completed in the third quarter 2011 and eight of the third quarter 2011

Cardium wells that are on production, the Company continues to post above industryaver age i ni ti al product

for Cardium wells. The following initial flow rates were achieved:

Average IP for first 7 days of production (10 wells) 566 Boe/d
Average IP for first 15 days of production (10 wells) 462 Boe/d
Average IP for first 30 days of production (7 wells) 425 Boe/d

In addition, at Ferrier, Bellatrix recently completed two (gross and net) Cardium wells that produced condensate rich gas on

two faultr el at ed bl ocks that occur along trend oThenewwellsQastethoseny 6 s

a five day period at 6 mmcf/d and 10 mmcf/d with 70 bbl per mmcf of associated liquids yielding a total of 1,420 boe/d and
2,367 boe/d, respectively. The wells will be tied in during Q4 2011 and placed on production initially at 5 mmcf/d each.

OPERATIONS

Operational highlights for the three and nine months ended September 30, 2011 include:

1 The Company established 100% drill bit success for the first nine months of 2011 by drilling 42 gross (27.19 net)
wells consisting of 31 gross (22.35 net) oil wells and 11 gross (4.84 net) liquids rich gas wells.

1 Q3 2011 sales volumes averaged 11,837 boe/d (weighted 37% to oil, condensate and NGLs and 63% to natural
gas). This represents a 30% increase from the third quarter 2010 average sales volumes of 9,119 boe/d and a
2% increase from second quarter 2011 average sales volumes of 11,643 boe/d.

1 For the month of October 2011, field production volumes have averaged approximately 12,700 boe/d (weighted
40% to oil and natural gas liquids). In addition, the Company has completed and tested 4 gross (2.7 net) wells
which are currently being tied in with an expected total initial production rate of 2,150 boe/d.

1  Oil, condensate and NGLs have increased to 37% of total sales volumes in Q3 2011 from 26% in Q3 2010.

1 For the year to date, Bellatrix has added 40 gross and net contiguous sections in the Ferrier area which includes
highly prospective Cardium and Duvernay mineral rights. During the first quarter of 2011, Bellatrix entered into an
agreement to acquire 20 net sections. In August 2011, Bellatrix added an additional 20 gross and net contiguous
sections in the Ferrier area.
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1 The Company has expanded its drilling inventory in our two key resource plays to 400 net locations in the
Cardium light gravity oil play and 174 locations in the Notikewin condensate rich gas resource play yielding over
$2.2 billion in future development expenditures based on current costs of drilling.

1 In addition the Company now controls 44 gross (43 net) sections of Duvernay rights in West Central Alberta.

1 As at September 30, 2011 Bellatrix had approximately 226,977 net undeveloped acres of land in Alberta, British
Columbia and Saskatchewan.

9 Effective September 22, 2011, Bellatrix sold a minor property in the Meekwap area of Alberta for $4.2 million, after
purchase adjustments and closing costs. The property sold included approximately 65 boe/d of production.

FINANCIAL

Financial highlights for the three and nine months ended September 30, 2011 include:

1

Q3 2011 revenue soared to $49.1 million, 80% higher than the $27.3 million posted in Q3 2010. Revenue for the
first nine months of 2011 was $143.1 million up from $80.0 million in the same period in 2010. The increase in
revenues is a result of higher sales volumes in conjunction with higher light crude oil, condensate and NGL prices
for 2011 compared to 2010.

Crude oil, condensate and NGLs produced 67% and 68% of revenue for the three and nine month periods ended
September 30, 2011, respectively.

Funds flow from operations for Q3 2011 increased to $24.0 million, up 47% from $16.3 million in Q3 2010 and up
4% when compared to $23.1 million generated in Q2 2011. Funds flow from operations for the first nine months
of 2011 climbed to $64.1 million, up 72% from $37.2 million in the same period in 2010.

Net profit for the first nine months of 2011 was $7.6 million, compared to a net loss of $4.9 million in the same
period in 2010. Bellatrix had a net profit of $0.8 million for Q3 2011, compared to a net loss of $2.5 million for Q3
2010. The net profit for the three and nine month periods of 2011 is reflective of higher operating netbacks and
cash flows as a result of improved pricing for crude oil, condensate, and NGLs and increased sales volumes. In
addition, the net profit for Q3 2011 includes a non-cash impairment loss of $14.6 million on certain non-core oil
and gas properties, $3.1 million of higher depletion and depreciation charges and a $2.5 million increase in
deferred tax expense, partially offset by non-cash unrealized gains on commodity risk management contracts of
$8.6 million.

Bellatrix spent $132.3 million on capital projects in the first nine months of 2011 compared to $67.1 million in the
same period in 2010. During the third quarter of 2011, Bellatrix spent $44.2 million on capital projects compared
to $30.4 million in Q3 2010.

Production expenses for Q3 2011 were $11.71/boe ($12.7 million), compared to $11.63/boe ($9.8 million) for Q3
2010. Production expenses for the first nine months of 2011 were $11.85/boe ($36.2 million), compared to
$12.59/boe ($27.6 million) for the same period in 2010. Production expenses in Q3 2011 were slightly higher than
Q2 2011, due to operating under the continuing wet weather conditions in West Central Alberta.

Operating netbacks beforerisk management continue to grow in response

to $23.89/boe in Q3 2011, up 78% from $13.22/boe in Q3 2010. This was slightly reduced from Q2 2011



operating netbacks before risk management of $26.70 due primarily to lower realized commodity prices during Q3

2011.

1 Total net debt as of September 30, 2011 was $101.3 million, including the liability component of convertible

debentures dr awn

1 As at September 30, 2011, Bellatrix had $37.4 million drawn on its total $140.0 million credit facility.

against the

COMMODITY PRICE RISK MANAGEMENT

In September 2011, Bellatrix entered into two additional price risk management contracts consisting of crude oil fixed price
swaps for 1,000 bbls/d each for the period January 1, 2012 to December 31, 2012 at a price of CDN $90/bbl and CDN
$90.49/bbl respectively. In November 2011, Bellatrix entered into an additional crude oil fixed price swap for 1,000 bbl/d

Companyo6s

for the period of January 1, 2012 to December 31, 2012 at a price of CDN $96.40/bbl.
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As at November 9, 2011, the Company has entered into commodity price risk management arrangements as follows:

Type Period Volume Price Floor Price Ceiling Index
Oil fixed January 1, 2011 to Dec. 31,2011 1,000 bbl/d $ 88.18 CDN $ 88.18 CDN WTI
Oil fixed January 1, 2011 to Dec. 31, 2011 500 bbl/d $ 89.00 CDN $ 89.00 CDN WTI
Oil fixed January 1, 2011 to Dec. 31, 2011 500 bbl/d $ 89.10US $ 89.10US WTI
Oil fixed February 1, 2011 to Dec. 31, 2011 500 bbl/d $ 95.00US $ 95.00US WTI
Oil fixed March 1, 2011 to Dec. 31, 2011 500 bbl/d $ 97.50Us $ 97.50Us WTI
Oil fixed January 1, 2012 to Dec. 31,2012 1,000 bbl/d $ 90.00 CDN $ 90.00 CDN WTI
Oil fixed January 1, 2012 to Dec. 31,2012 1,000 bbl/d $ 90.49 CDN $ 90.49 CDN WTI
Oil fixed January 1, 2012 to Dec. 31, 2012 1,000 bbl/d $ 96.40 CDN $ 96.40 CDN WTI
Oil call option January 1, 2012 to Dec. 31, 2012 833 bbl/d - $ 110.00 US WTI
Natural gas fixed April 1, 2011 to Oct. 31, 2011 5,000 GJ/d $ 3.87CDN $ 3.87CDN AECO
Natural gas fixed April 1, 2011 to Oct. 31,2011 5,000 GJ/d $ 3.65CDN $ 3.65CDN AECO
Natural gas fixed April 1, 2011 to Oct. 31, 2011 5,000 GJ/d $ 3.805 CDN $ 3.805 CDN AECO
Natural gas fixed April 1, 2011 to Oct. 31, 2011 5,000 GJ/d $ 3.80 CDN $ 3.80 CDN AECO
Natural gas fixed May 1, 2011 to Dec. 31,2011 5,000 GJ/d $ 6.30 CDN $ 6.30 CDN AECO

OUTLOOK

The Company is anticipating the successful achievement of exiting 2011 in line with our production guidance of 15,000

boe/d, spending a capital budget of approximately $170 million.

As a key component

position the company as a leader for production growth in the core West Central Alberta area. Starting 18 months ago
Bellatrix committed to ownership in critical infrastructure that services Ferrier, Brazeau, Alder Flats, Willesden Green, and

Greater Lodgepole areas.

Brazeau infrastructure includes a 100% ownership of the 02-10-045-11 W5M compressor station and sales line to the

Keyera Nordegg gas plant.
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Bellatrix has also secured a strategic partnership with the two largest players in the Ferrier, Alder Flats, and Willesden
Green areas. Joint projects in these areas led to the construction of 20 km of 8 inch and 10 inch gathering infrastructure
across the Brazeau river t o t heexp@nsionaicConocd AlGdn FlassteesecBreée @8%stand
20% working interest respectively in both plants. As a result, Bellatrix now owns 23 mmcf/d of capacity at these key gas
plants. The additional infrastructure also provides access to large capacity at the major Keyera plants at Strachan,

Nordegg, and Brazeau.

More recently Bellatrix has enhanced this partnership with an 18.8 km dual 10 inch and 9 inch pipeline crossing of the
North Saskatchewan river to access Conoco Alder Flats as well as important deep cut infrastructure in the area to be

completed very early in 2012.

Bellatrix also recognized the need for 3 key major oil batteries in Lodgepole, Willesden Green and North Brazeau, as well
as, direct pipeline connections to oil sales. These connections secure the movement of high volumes of oil to sales reliably
year round while positioning Bellatrix for significant reductions in operating costs throughout its oil operations.

Combined, the aforementioned projects have set the stage for unprecedented opportunities for growth in Bellatrix oil and
gas production, as well as, reducing overall operating costs. These strategic accomplishments leave Bellatrix in a position
of control in a highly competitive high growth area. Bellatrix has worked diligently on intelligent infrastructure planning that
will allow the Company significant development at greatly reduced future development capital significantly enhancing
growth prospects.

For 2012, Bellatrix will continue to be active in drilling its two core resource plays, the Cardium oil and Notikewin
condensate rich gas, utilizing horizontal drilling multi-fracturing technology. In addition, Bellatrix currently plans to drill its
first horizontal well in the emerging Duvernay play in the first quarter of 2012. An initial capital budget of $180 million has
been set for fiscal 2012. Based on the timing of proposed expenditures, downtime for anticipated plant turnarounds and
normal production declines, execution of the 2012 budget is anticipated to provide 2012 average daily production of
approximately 16,500 to 17,000 boe/d and an exit rate of approximately 18,000 to 18,500 boe/d.

As at September 30, 2011, Bellatrix has approximately 226,977 net undeveloped acres in Alberta, British Columbia and
Saskatchewan with current estimated inventory of 900 net low risk development drilling locations not including Duvernay,

including 400 net horizontal Cardium locations and 174 net horizontal Notikewin locations.

As a resultt of Bellatrixésowpreaspplcagys owst vi ewi s baiel i
continue to provide best decile productivity. Our goal is to expand the oil side of our business while achieving double digit

growth in shareholder value.

Raymond G. Smith, P. Eng.
President and CEO
November 9, 2011
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MANAGEMENTG6S DI SCUSSI ON AND ANALYSI

S

November 9, 20111 The foll owing Managementds Di scussion and Anal ysi
management of Bellatrix Exploration Ltd. ( Bellatrixo o r Campasyo i shoul d be r eadtheiunaudtednj unct |

interim consolidated financial statements of the Company for the three and nine months ended September 30, 2011 and
the audited consolidated financial statements of the Company for the years ended December 31, 2010 and 2009 and the

rel ated Management 0s Di scussi on aa midclosden whick s$si uschanged frbm suehm c i al r

Management's Discussion and Analysis may not be repeated herein. This commentary is based on information available
to, and is dated as of, November 9, 2011. The financial data presented is in Canadian dollars, except where indicated
otherwise. As of January 1, 2011, Bellatrix prepares its consolidated financial statements in accordance with International
Financial Reporting Standards (IRRS0 ) , 1-FFiRBt i me adoption of I nternational

10) and I nternati on a¥# - Idterim &Finandial Regorting,t ag rssuedrby the International Accounting

Fi

nanc

Standar d s Board. Previously, Bell atrixds fi nan miedous Caradiane ment s
generally accepted accounting principles (fiprevious GAAPO).

information can be found in the consolidated financial statements for the three and nine months ended September 30,
2011.

CONVERSI ON: The term barrels of oi l equival ent (Aboeod)

conversion ratio of six thousand cubic feet of natural gas to one barrel of oil equivalent (6 mcf/bbl) is based on an energy
equivalency conversion method primarily applicable at the burner tip and does not represent a value equivalency at the
wellhead. All boe conversions in this report are derived from converting gas to oil in the ratio of six thousand cubic feet of
gas to one barrel of oil.

may

NON-GAAP MEASURES: This Managementés Di scufamslsflomf raomd oAmerl atsii sn
which should not be conside r e d an alternative to, or mor e meaningful
determined in accordance with gener ally accepted aGAARDUJas an imdgatopaf thea Compdny s

performance. Therefore reference to funds flow from operations or funds flow from operations per share may not be
comparable with the calculation of similar measures for other entities. Management uses funds flow from operations to
analyze operating performance and leverage and considers funds flow from operations to be a key measure as it
demonstrates the Companydés abil ity to generate the cash necessary
The reconciliation between cash flow from operating activities and funds flow from operations can be found in this
Management 6s Di s c usRBunds flow romdperatiors|per shars is calculated using the weighted average
number of shares for the period.

This Management s Discussion and An a ltoabnetsdebadnd operatimg mettmcks)
which are not recognized measures under GAAP. Total net debt is calculated as long-term debt plus the liability
component of the convertible debentures and the net working capital deficiency (excess) before short-term commodity
contract assets and liabilities and current finance lease obligation. Net debt is calculated as long-term debt plus the net
working capital deficiency (excess) before short-term commodity contract assets and liabilities and current finance lease
obligation. Operating netbacks are calculated by subtracting royalties, transportation, and operating expenses from
revenues before other income. Management believes these measures are useful supplemental measures of firstly, the
total amount of current and long-term debt and secondly, the amount of revenues received after transportation, royalties
and operating expenses. Readers are cautioned, however, that these measures should not be construed as an alternative
to other terms such as current and long-term debt or net income determined in accordance with GAAP as measures of
performance. B e | | amethod>ofécalculating these measures may differ from other entities, and accordingly, may not be
comparable to measures used by other companies.

Additional information relating to the Company, including the B e | | aAnmual knférmation Form, is available on SEDAR at
www.sedar.com.

FORWARD LOOKING STATEMENTS: Certain information contained herein and in the accompanying report to
shareholders may contain forward looking statements including management& assessment of future plans and operations,
drilling plans and the timing thereof, commodity price risk management strategies, expected 201land 2012 average
production and exit rates, timing of completion and tie-in of wells, anticipated liquidity of the Company and various matters
that may impact such liquidity, expected 2011 operating expenses and general and administrative expenses, 2011land
2012 capital expenditures budget and the nature of capital expenditures and the timing and method of financing thereof,
method of funding drilling commitments, commaodity prices and expected volatility thereof, estimated amount and timing of
incurring decommissioning liabilities, use of proceeds from recent financings and activity levels, expectation that
infrastructure additions will significantly reduce operating costs and create opportunities for future growth in production,
effect of wet field conditions on timing of second half 2011 capital expenditures and resulting in delay in bringing on
production, number of rigs to be employed, expectations with respect to revenues for the remainder of 2011 compared to
the corresponding period of 2010, expectations of future development drilling locations and the capital expenditures
associated with such drilling opportunities, estimated costs to satisfy drilling commitments and expectation that the ratio of
total net debt to annual funds flow will increase, may constitute forward-looking statements under applicable securities laws

t

S

(o]

t ha

(A

f un

ot he


http://www.sedar.com/

and necessarily involve risks including, without limitation, risks associated with oil and gas exploration, development,
exploitation, production, marketing and transportation, loss of markets, volatility of commodity prices, currency fluctuations,
imprecision of reserve estimates, environmental risks, competition from other producers, inability to retain drilling rigs and
other services, incorrect assessment of the value of acquisitions, failure to realize the anticipated benefits of acquisitions,
delays resulting from or inability to obtain required regulatory approvals and ability to access sufficient capital from internal
and external sources. The recovery and reserve estimates of Bellatrixbs r eserves provided he
there is no guarantee that the estimated reserves will be recovered. Events or circumstances may cause actual results to
differ materially from those predicted, as a result of the risk factors set out and other known and unknown risks,
uncertainties, and other factors, many of which are beyond the control of Bellatrix. In addition, forward-looking statements
or information are based on a number of factors and assumptions which have been used to develop such statements and
information but which may prove to be incorrect and which have been used to develop such statements and information in
order to provide shareholders with a more compl et etiorpreay
prove to be incorrect and readers are cautioned that the information may not be appropriate for other purposes. Although
the Company believes that the expectations reflected in such forward-looking statements or information are reasonable,
undue reliance should not be placed on forward-looking statements because the Company can give no assurance that
such expectations will prove to be correct. In addition to other factors and assumptions which may be identified herein,
assumptions have been made regarding, among other things: the impact of increasing competition; the general stability of
the economic and political environment in which the Company operates; the timely receipt of any required regulatory
approvals; the ability of the Company to obtain qualified staff, equipment and services in a timely and cost efficient manner;
drilling results; the ability of the operator of the projects which the Company has an interest in to operate the field in a safe,
efficient and effective manner; the ability of the Company to obtain financing on acceptable terms; field production rates
and decline rates; the ability to replace and expand oil and natural gas reserves through acquisition, development of
exploration; the timing and costs of pipeline, storage and facility construction and expansion and the ability of the Company
to secure adequate product transportation; future commodity gas prices; currency, exchange and interest rates; the
regulatory framework regarding royalties, taxes and environmental matters in the jurisdictions in which the Company
operates; and the ability of the Company to successfully market its oil and natural gas products. Readers are cautioned
that the foregoing list is not exhaustive of all factors and assumptions which have been used. As a consequence, actual
results may differ materially from those anticipated in the forward-looking statements. Additional information on these and
other factors that could effect Bellatrix& operations and financial results are included in reports on file with Canadian

securities regulatory authorities, including the Companyés annual informat.i

and may be accessed through the SEDAR website (www.sedar.com), at Bellatrix& website (www.bellatrixexploration.com).
Furthermore, the forward-looking statements contained herein are made as at the date hereof and Bellatrix does not
undertake any obligation to update publicly or to revise any of the included forward-looking statements, whether as a result
of new information, future events or otherwise, except as may be required by applicable securities laws.

The reader is further cautioned that the preparation of financial statements in accordance with GAAP requires management
to make certain judgments and estimates that affect the reported amounts of assets, liabilities, revenues and expenses.
Estimating reserves is also critical to several accounting estimates and requires judgments and decisions based upon
available geological, geophysical, engineering and economic data. These estimates may change, having either a negative
or positive effect on net earnings as further information becomes available, and as the economic environment changes.

Overview and Description of the Business

Bellatrix is a Western Canadian based growth oriented oil and gas company engaged in the exploration for, and the
acquisition, development and production, of oil and natural gas reserves in the provinces of Alberta, British Columbia and
Saskatchewan.

Bellatrix is the continuing corporation resulting from the reorganization effective November 1, 2009 pursuant to a plan of
arrangement involving, among others, True Energy Trust (t he ATrust o or @ATrueo), Bel |l
fi C o mp pamd/sécurityholders of the Trust.
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and BXE.DB.A, respectively.
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Changes in Accounting Policies

As of January 1, 2011, Bellatrix prepares its financial statements in accordance with IFRS, IFRS 1 and International
Accounting Standard 34 - Interim Financial Reporting, as issued by the International Accounting Standards Board.
Previ ous| y nanBia stdtementsiweré grepdred in accordance with previous GAAP. Unless otherwise noted,
2010 comparative information has been prepared in accordance with IFRS.

The adoption of I FRS has not had an i mpact andncash ffoe. TBeomogtany 6 s ¢
significant area of impact was the adoption of the IFRS property, plant and equipment accounting principles, the related
decommissioning liabilities and resulting deferred tax adjustments on transition. Further information on the IFRS impacts is

provided in the Accounting Policies and Estimates Section ofthis Management 6 s Di scu.ssion and Anal

Financing

In May 2011, Bellatrix closed an equity issuance of 9.8 million common shares on a bought deal basis at a price of $5.60
per share for gross proceeds of $55.0 million (net proceeds of $51.9 million after transaction costs). The net proceeds from
this financing were used to temporarily reduce outstanding indebtedness, thereby freeing up borrowing capacity that could
be redrawn to fund B e | | aohgoingxcé@pial expenditures program and general corporate purposes.

Acquisitions and Dispositions

The Companyd goal is to provide consistent growth by drilling and developing its extensive land position to maximize the
value of its reserve and resource potential. Bellatrix has been working on a number of internal initiatives to streamline and
optimize our ongoing operations, specifically the ability to expand and accelerate the drilling of its Cardium oil and the liquid
rich Notikewin gas resource.

On January 25, 2011, Bellatrix acquired the interest in a section of Frog Lake First Nation lands from a joint venture partner
for a net purchase price of $2.2 million after adjustments. The transaction had an effective date of January 1, 2011. These
assets consist of approximately 130 boe/d of net production; an additional 20% interest in the Colony formation in these
lands (Bellatrix already has 13.75%W!I) and an additional 50% W!I in the McLaren formation in these lands (Bellatrix already
has a 50% WI) except for a ¥4 section (which Bellatrix already has a 13.75% WI).

On January 25, 2011, Bellatrix exercised a right of first refusal increasing its interest in a joint venture property in the
Brazeau area of West Central Alberta for approximately $1.5 million. The asset acquisition consisted of approximately
3,200 gross (1,102.8 net) acres of Cardium rights providing the Company with up to 6.3 additional net Cardium locations
and included 15 boe/d of production.

During the second quarter of 2011, Bellatrix closed two transactions consisting of the sale of a minor property interest in
Saskatchewan (160 gross and 14 net acres) and a swap of interests where Bellatrix increased its Cardium exposure in 3.5
gross (1.7 net) sections in the Greater Pembina area. There was no production associated with the acreages sold in the
second quarter of 2011.

Effective September 22, 2011, Bellatrix sold the Meekwap, Alberta property for $4.2 million, after purchase adjustments
and closing costs. The property sold included approximately 65 boe/d of production. The net proceeds were used to
temporarily reduce the Companyés outstanding indebtedness.
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Third Quarter 2011 Financial and Operational Results

Sales Volumes

Sales volumes for the three months ended September 30, 2011 averaged 11,837 boe/d compared to 9,119 boe/d for the
same period in 2010, representing a 30% increase. Total crude oil, condensate and NGLs averaged approximately 37% of
sales volumes for the three months ended September 30, 2011 compared to 26% of sales volumes in the same period in
2010. The increase in sales is primarily a result of a year over year increased capital program and the associated drilling
success achieved in the Cardium and Notikewin resource plays. Capital expenditures on exploration and development for
the year ended December 31, 2009 were $15.8 million, compared to $98.4 million for the same period in 2010. By

compari son, Bell atrixés capital e x p leeford idrillingr ceedits forrthe aimepmomths at i on

ended September 30, 2011 were $129.2 million compared to $66.6 million for the same period in 2010.

Sales Volumes

Three months ended Nine months ended

September 30, September 30,

2011 2010 2011 2010

Light oil and condensate (bbls/d) 3,365 1,273 3,245 1,178
NGLs (bbls/d) 803 653 684 555
Heavy oll (bbls/d) 245 451 313 389
Total crude oil, condensate and NGLs (bbls/d) 4,413 2,377 4,242 2,122
Natural gas (mcf/d) 44,546 40,452 41,710 35,386
Total boe/d (6:1) 11,837 9,119 11,194 8,020

In the first nine months of 2011, Bellatrix has drilled or participated in a total of 42 gross (27.19 net) successful wells
consisting of 31 gross (22.35 net) oil wells and 11 gross (4.84 net) liquids rich gas wells. The Company drilled 14 gross
(10.97 net) light oil wells and 5 gross (2.44 net) liquids rich gas wells in the third quarter of 2011.

By comparison, Bellatrix drilled or participated in 34 gross (20.97 net) wells in the first nine months of 2010.

For the three months ended September 30, 2011, crude oil, condensate and NGL sales volumes increased by
approximately 86% averaging 4,413 bbl/d compared to 2,377 bbl/d in the same period in 2010. For the nine months ended
September 30, 2011, crude oil, condensate and NGL sales volumes doubled, averaging 4,242 bbl/d compared to 2,122
bbl/d in the same period in 2010. For the three and nine months ended September 30, 2011, the weighting towards crude
oil, condensate and NGLs increased by approximately 11% and 12%, respectively, compared to the same period in 2010.
For the three and nine months ended September 30, 2011, sales volumes for crude oil, condensate and NGLs averaged
approximately 37% and 38%, respectively, of total sales volumes compared to an average of approximately 26% of total
sales volumes in the same periods in 2010. The i ncrease is a direct r elsnced produation

t

he

by exploiting the Company 0lscompansanecrudeioll, codderisatd anch NGL kates \wlumes n s .

remained comparable to the 4,450 bbl/d in the second quarter of 2011.

Sales of natural gas averaged 44.5 Mmcf/d for the third quarter of 2011, compared to 40.5 Mmcf/d in the same 2010
period, an increase of approximately 10%. The weighting towards natural gas sales volumes averaged approximately 63%
for the three months ended September 30, 2011 compared to 74% in the same period in 2010. For the nine months ended
September 30, 2011, sales of natural gas averaged 41.7 Mmcf/d, an increase of approximately 18% from the average
sales volume of 35.4 Mmcf/d in the same 2010 period.

Based on the timing of proposed expenditures, downtime for anticipated plant turnarounds and normal production declines,
execution of the 2011 budget is anticipated to provide 2011 average daily production of approximately 12,000 boe/d.
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Bellatrix has a capital expenditure program for 2011 of $170 million. Bellatrix estimates exit production guidance for 2011
of 15,000 boe/d. The 2011 capital budget is expected to be directed primarily towards horizontal drilling and completions
activities in the Cardium and Notikewin resource plays.

In the fourth quarter of 2011, Bellatrix plans to drill 12 gross (7.99 net) wells consisting of 9 gross (7.04 net) Cardium oil

wells and 3 gross (0.95 net) Notikewin condensate rich gas wells.

Commodity Prices

Average Commodity Prices

Three months ended Nine months ended
September 30, September 30,
% %
2011 2010 Change 2011 2010 Change
Average exchange rate (US$/Cdn$) 1.0197 0.9623 6 1.0224 0.9656 6
Crude oil:
WTI (US$/bbl) 89.54 76.14 18 95.48 77.70 23
Edmonton par 1 light oil ($/bbl) 92.45 74.44 24 94.32 76.73 23
Bow River i medium/heavy oil ($/bbl) 71.90 64.09 12 75.25 67.98 11
Hardisty Heavy i heavy oil ($/bbl) 62.11  57.99 7 6623 62.16 7
Bellatrix6 s aver a@bb)pri ces
Light crude oil and condensate 88.91 72.30 23 91.42 75.30 21
NGLs 51.74 31.37 65 53.10 38.63 37
Heavy crude oil 64.19 57.89 11 66.13 61.60 7
Total crude oil and NGLs 80.78 58.32 39 83.37 63.20 32
Total crude oil and NGLs (including risk management ™) 82.38  60.98 35 80.85 64.55 25
Natural gas:
NYMEX (US$/mmbtu) 4.05 4.25 (G) 421 4.52 7)
AECO daily index (CDN$/mcf) 3.66 3.54 3 3.76 4.13 9)
AECO monthly index (CDN$/mcf) 3.72 4.15 (10)  3.74 4.51 17)
Bellatrix0 s aver a®ymcl) pri ce ( 3.91 3.81 3 3.97 4.33 (8)
Bellatrixd average price (including risk management®) ($/mcf) 4.33 5.95 (27 4.23 5.81 (27

®Per unit metrics including risk management include realized gains or losses on commodity contracts and exclude unrealized gains or
losses on commodity contracts.

For light oil and condensate, Bellatrix recorded an average $88.91/bbl before commodity price risk management contracts
during the third quarter of 2011, 23% higher than the average price received in the same period in 2010. In comparison,
the Edmonton par price increased by 24% over the same period. For light oil and condensate, Bellatrix recorded an
average $91.42/bbl before commodity price risk management contracts during the nine months ended September 30,
2011, 21% higher than the average price received in the same period in 2010. In comparison, the Edmonton par price
increased by 23% over the same period. The average WTI crude oil US dollar based price increased 23% in the first nine
months of 2011 compared to the same period in 2010. The average US$/CDN$ foreign exchange rate was 1.0224 for the
nine months ended September 30, 2011 compared to 0.9656 in the same period in 2010.

For heavy crude oil, Bellatrix received an average price before transportation of $64.19/bbl in the 2011 third quarter, an
increase of 11% over prices in the same 2010 period. The Bow River reference price increased by 12% and the Hardisty

Heavy reference price increased by 7% from the third quarter of 2010 to that in 2011. For the nine months ended
September 30, 2011, Bellatrix received an average price of $66.13/bbl for heavy crude oil, an increase of 7% when
compared to the same period in 2010. The Bow River reference price increased by 11% and the Hardisty Heavy reference

price increased by 7% from the nine months ended September 30, 2010 to that in 2011. The majority of Bellatrixb6 s heavy
crude oil density ranges between 11 and 16 degrees API consistent with the Hardisty Heavy reference price.
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Bellatrixés natur al gas s al daity oranorehly AECO indiaks. Ruringithe 2041 teird guariere t ot h
the AECO daily reference price increased by approximately 3% and the AECO monthly reference price decreased by
approximately 10%, compared to the same period in 2010. Bellatrixd satural gas average sales price before commodity

price risk management contracts for the 2011 third quarter increased by 3% compared to the same period in 2010. During

the nine months ended September 30, 2011, the AECO daily and monthly reference price decreased by approximately 9%

and 17%, respectively, compared to the same period in 2010. Bellatrixd satural gas average sales price before commaodity

price risk management contracts for the nine months ended September 30, 2011 decreased by 8% compared to the same

period in 2010. Bel | atri x6s natur al gas average price after including
three and nine months ended September 30, 2011 was $4.33/mcf and $4.23/mcf, respectively, compared to $5.95/mcf and

$5.81/mcf for the three and nine months ended September 30, 2010, respectively.

Revenue

Revenue before other income, royalties and commaodity price risk management contracts for the three month period ended
September 30, 2011 was $48.8 million, 81% higher than the $26.9 million in the same period in 2010. Revenue before
other income, royalties and commodity price risk management contracts for the nine month period ended September 30,
2011 was $141.8 million, 81% higher than the $78.4 million in the same period in 2010.

Revenue before other income, royalties and commodity price risk management contracts for crude oil and NGLs for the
three and nine months ended September 30, 2011 increased approximately 157% and 164%, respectively, as a result of
higher sales volumes in conjunction with higher light crude oil, condensate and NGL prices when compared to the same
period in 2010. In the 2011 third quarter, total crude oil, condensate and NGL revenues contributed 67% of total revenue
(before other) compared to 47% in the same period in 2010. For the nine months ended September 30, 2011, total crude
oil, condensate and NGL revenues contributed 68% of total revenue (before other) compared to 47% in the same period in
2010. Light crude oil, condensate and NGL revenues in the three and nine months ended September 30, 2011 contributed
96% and 94%, respectively, of total crude oil, condensate and NGL revenue (before other) compared to 81% and 82% in
the three and nine months ended September 30, 2010, respectively.

Revenue before other income, royalties and commodity price risk management contracts for natural gas for the three
months ended September 30, 2011 increased approximately 13% compared to the same period in 2010 as a result of an
approximate 10% increase in sales volumes in conjunction with a slight increase in pricing. Although sales volumes for
natural gas for the nine months ended September 30, 2011 have increased by approximately 18% in comparison to the
same period in 2010, revenue before other income, royalties and commodity price risk management contracts for natural
gas have only increased by approximately 8% as a result of weaker natural gas pricing in comparison to the same period in
2010.

Three months ended Nine months ended

September 30, September 30,

($000s) 2011 2010 2011 2010
Light crude oil and condensate 27,527 8,466 80,987 24,214
NGLs 3,822 1,883 9,920 5,850
Heavy ol 1,443 2,407 5,662 6,550
Crude oil and NGLs 32,792 12,756 96,569 36,614
Natural gas 16,022 14,183 45,191 41,783
Total revenue before other 48,814 26,939 141,760 78,397
Other 331 405 1,364 1,450
Total revenue before royalties and risk management 49,145 27,344 143,124 79,847

@ Other revenue primarily consists of processing and other third party income.

Revenues for the remainder of 2011 are currently expected to be higher than the corresponding period in 2010 due to
expected increased sales volumes and higher crude oil prices. While sales volumes and crude oil and liquid prices for
2011 are expected to be higher than 2010, natural gas prices remain relatively weak.
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Commodity Price Risk Management

The Company has a formal commodity price risk management policy which permits management to use specified price risk
management strategies including fixed price contracts, collars and the purchase of floor price options and other derivative
financial instruments and physical delivery sales contracts to reduce the impact of price volatility for a maximum of eighteen
months beyond the transaction date. The program is designed to provide price protection on a portion of the Co mp asny 6
future production in the event of adverse commaodity price movement, while retaining significant exposure to upside price
movements. By doing this, the Company seeks to provide a measure of stability to funds flow from operations, as well as,

to ensure Bellatrix realizes positive economic returns from its capital development and acquisition activities. The Company
plans to continue its commodity price risk management strategies focusing on maintaining sufficient cash flow to fund

B e | | acapitdl ex@esditure program. Any remaining production is realized at market prices.

A summary of the financial commodity price risk management volumes and average prices by quarter currently outstanding
as of November 9, 2011 is shown in the following tables:

Natural gas
Average Volumes (GJ/d)

Q4 2011
Fixed 11,739
Total GJ/d 11,739
Average Price ($/GJ AECO C)
Q4 2011
Fixed 4.85
Crude oil and liquids
Average Volumes (bbls/d)
Q4 2011
Fixed (CDN$/bbl) 1,500
Fixed (US$/bbl) 1,500
Total bbls/d 3,000
Average Price ($/bbl WTI)
Q4 2011
Fixed price (CDN%$/bbl) 88.45
Fixed Price (US$/bbl) 93.87
Average Volumes (bbls/d)
Q12012 Q2 2012 Q3 2012 Q4 2012
Call option 833 833 833 833
Fixed price (CDN$/bbl) 3,000 3,000 3,000 3,000
Total bbls/d 3,833 3,833 3,833 3,833
Average Price ($/bbl WTI)
Q12012 Q2 2012 Q3 2012 Q4 2012
Call option (ceiling price) (US$/bbl) 110.00 110.00 110.00 110.00
Fixed price (CDN$/bbl) 92.30 92.30 92.30 92.30
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Included in the above natural gas table is a fixed price contract of $6.30/GJ at 5,000 GJ/d from May 1, 2011 to December
31, 2011 which was funded by selling a call option of 833 bbl/d at US$110.00 for the 2012 calendar year. Bellatrix has
recently added three fixed price contracts that provide for a total of 3,000 bbl/d of crude oil at an average price of
$92.30/bbl for the 2012 calendar year.

As of September 30, 2011, the fair value of Bellatrix6 s out st andi ng c &mmeuhiedlized assetnof $78c t s

million as reflected in the financial statements. The fair value or mark-to-market value of these contracts is based on the
estimated amount that would have been received or paid to settle the contracts as at September 30, 2011 and may be
different from what will eventually be realized. Changes in the fair value of the commodity contracts are recognized in the
Consolidated Statements of Comprehensive Income within the financial statements.

The following is a summary of the gain (loss) on commaodity contracts for the three and nine months ended September 30,
2011 and 2010 as reflected in the Consolidated Statements of Comprehensive Income in the financial statements:

Commodity contracts

Crude Oil Natural Q32011 Q3 2010
($000s) & Liguids Gas Total Total
Realized cash gain on contracts 651 1,741 2,392 8,534
Unrealized gain (loss) on contracts 9,848 (1,292) 8,556 (6,807)
Total gain on commodity contracts 10,499 449 10,948 1,727
Commodity contracts

Crude Oil Natural YTD 2011 YTD 2010

($000s) & Liquids Gas Total Total
Realized cash gain (loss) on contracts (2,922) 2,997 75 15,135
Unrealized gain (loss) on contracts 9,292 1,484 10,776 (2,685)
Total gain on commodity contracts 6,370 4,481 10,851 12,450

Bunrealized gain (loss) commodity contracts represent non-cash adjustments for changes in the fair value of these contracts during
the period.

Royalties

For the three months ended September 30, 2011, total royalties were $8.6 million compared to $5.1 million incurred in the
same 2010 period. Overall royalties as a percentage of revenue (after transportation costs) in the third quarter of 2011
were 18%, compared with 20% in the same 2010 period. For the nine months ended September 30, 2011 total royalties
were $25.9 million compared to $15.3 million in the same 2010 period.

The decrease in light oil, condensate and NGLs royal ti esd® percentage from the
compared to 2010 periods is primarily due to increased production from recently drilled light oil wells which take advantage
of Alberta royalty incentive programs. The heavy oil royalty rate for the three and nine month periods of 2011 was higher
compared to the 2010 periods as a result of the sale of Saskatchewan heavy oil assets with lower royalty rates in
December 2010 and recently added heavy oil production in Frog Lake, Alberta with higher crown royalty rates. Natural gas
royalties for the third quarter of 2011 were impacted by $0.9 million of recoveries of Indian Oil and Gas Canada royalties as
a result of audit amendments on certain areas for the 2005 to 2010 years. Excluding these royalty amendment recoveries,
the average royalty rate percentage for the third quarter of 2011 would be 19% for natural gas and 20% for all
commodities.

15

three



Royalties by Commodity Type

Three months ended

Nine months ended

September 30, September 30,
($000s, except where noted) 2011 2010 2011 2010
Light crude oil, condensate and NGLs 6,353 2,567 16,942 7,688
$/bbl 16.57 14.49 15.80 16.25
Average light crude oil, condensate and
NGLs royalty rate (%) 21 25 19 26
Heavy Oil 418 350 2,642 1,296
$/bbl 18.54 8.42 30.92 12.18
Average heavy oil royalty rate (%) 29 15 47 20
Natural Gas 1,815 2,225 6,338 6,285
$/mcf 0.44 0.60 0.56 0.65
Average natural gas royalty rate (%) 12 17 15 16
Total 8,586 5,142 25,922 15,269
$/boe 7.88 6.13 8.48 6.97
Average total royalty rate (%) 18 20 19 20

Royalties, by Type

Three months ended

Nine months ended

September 30, September 30,
($000s) 2011 2010 2011 2010
Crown royalties 2,776 2,142 9,461 5,200
Indian Oil and Gas Canada royalties 2,763 1,462 6,089 2,670
Freehold & GORR 3,047 1,538 10,372 7,399
Total 8,586 5,142 25,922 15,269
Expenses
Three months ended Nine months ended
September 30, September 30,
($000s) 2011 2010 2011 2010
Production 12,748 9,761 36,226 27,557
Transportation 1,462 950 4,138 2,635
General and administrative 3,423 2,400 8,590 7,651
Interest and financing charges® 1,730 1,373 5,299 5,766
Share-based compensation 568 495 2,083 1,118
"Does notincludef i nancing charges in relation to the Companyés

Expenses per boe

Three months ended

Nine months ended

September 30, September 30,
($ per boe) 2011 2010 2011 2010
Production 11.71 11.63 11.85 12.59
Transportation 1.34 1.13 1.35 1.20
General and administrative 3.14 2.86 2.81 3.49
Interest and financing charges 1.59 1.64 1.73 2.63
Share-based compensation 0.52 0.59 0.68 0.51
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Production Expenses

For the three and nine months ended September 30, 2011, production expenses totaled $12.7 million ($11.71/boe) and
$36.2 million ($11.85/boe), respectively, compared to $9.8 million ($11.63/boe) and $27.6 million ($12.59/boe) recorded in
the same period in 2010, respectively. Production expenses on a per boe basis for the third quarter of 2011 are
comparable to those in the same period in 2010. Production expenses for the third quarter of 2011, in comparison to the
second quarter of 2011 are approximately $0.6 million higher as a result of wet conditions experienced in the West Central
Alberta area. For the nine months ended September 30, 2011, production expenses increased overall but decreased on a
per boe basis when compared to the same period in 2010. The decrease in production expenses in 2011 on a boe basis is
due to increased production which is a result of 2010 and continued 2011 drilling in areas with lower production expenses
and the Company6s continued efforts to streamline operations

Bellatrix is targeting operating costs of approximately $51.6 million ($11.78/boe) in 2011. This is based upon assumptions
of estimated 2011 average production of approximately 12,000 boe/d, continued field optimization work and planned capital
expenditures in producing areas which are anticipated to have lower operating costs.

Production Expenses, by Commodity Type

Three months ended September 30, Nine months ended September 30,
($000s, except where noted) 2011 2010 2011 2010
Light crude oil, condensate and NGLs 5,238 2,517 14,553 7,917
$/bbl 13.66 14.21 13.57 16.74
Heavy oll 782 1,022 2,016 1,972
$/bbl 34.69 24.60 23.59 18.55
Natural gas 6,728 6,222 19,657 17,668
$/mcf 1.64 1.67 1.73 1.83
Total 12,748 9,761 36,226 27,557
$/boe 11.71 11.63 11.85 12.59
Total 12,748 9,761 36,226 27,557
Processing and other third party
income @ (331) (405) (1,364) (1,450)
Total after deducting processing and
other third party income 12,417 9,356 34,862 26,107
$/boe 11.40 11.15 11.41 11.92

@ Processing and other third party income is included within petroleum and natural gas sales on the Consolidated Statements of
Comprehensive Income.

Transportation

Transportation expenses for the three and nine months ended September 30, 2011 were $1.5 million ($1.34/boe) and $4.1
million ($1.35/boe), respectively, compared to $1.0 million ($1.13/boe) and $2.6 million ($1.20/boe) in the same 2010
periods, respectively. This is reflective of reduced gas transportation fees as a result of acquiring an ownership interest in
certain processing facilities earlier in 2011, offset somewhat by some increased oil hauling charges.

Operating Netback

Field Operating Netback i Corporate (before risk management)

Three months ended September 30, Nine months ended September 30,
($/boe) 2011 2010 2011 2010
Sales 44.82 32.11 46.39 35.81
Transportation (1.34) (1.13) (1.35) (1.20)
Royalties (7.88) (6.13) (8.48) (6.97)
Production expense (11.71) (11.63) (11.85) (12.59)
Field operating netback 23.89 13.22 24.71 15.05
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For the third quarter of 2011, corporate field operating netback (before commodity price risk management contracts) was
$23.89/boe compared to $13.22/boe in the same 2010 period. The improved netback was primarily the result of an
approximate 14% increase in the average sales volumes weighted toward light oil, condensate and natural gas liquids, in
conjunction with an increase in commodity prices offset by an increase in transportation, royalties and production
expenses. After including commodity price risk management contracts, the corporate field operating netback for the third
quarter of 2011 was $26.09/boe compared to $23.39/boe in the same 2010 period. In comparison, second quarter 2011
corporate field operating netback (before commodity price risk management contracts) was $26.70/boe. For the nine
months ended September 30, 2011, corporate field operating netback (before commodity price risk management contracts)
was $24.71/boe compared to $15.05/boe in the same 2010 period. The higher netback is similarly the result of an
approximate 13% increase in the average sales volumes weighted toward light oil, condensate and natural gas liquids in
combination with an increase in prices for all commodities with the exception of natural gas, as well as a decrease in
production expenses offset by an increase in royalties and transportation expenses. After including commaodity price risk
management contracts, the corporate field operating netback for the first nine months of 2011 was $24.72/boe compared to
$21.96/boe in the same 2010 period.

Field Operating Netback i Crude Oil, Condensate and NGLs (before risk management)

Three months ended September 30, Nine months ended September 30,
($/bbl) 2011 2010 2011 2010
Sales 80.77 58.32 83.39 63.20
Transportation (1.96) (0.65) (1.99) (0.87)
Royalties (16.68) (13.33) (16.91) (15.51)
Production expense (14.83) (16.18) (14.31) (17.07)
Field operating netback 47.30 28.16 50.18 29.75

Field operating netback for crude oil, condensate and NGLs averaged $47.30/bbl for the three month period ended
September 30, 2011, up 68% compared to $28.16/bbl for the same period in 2010. The significant increase is primarily
due to the combination of higher average sales volumes for light oil, condensate and NGLs and an increase in commodity
prices for crude oil, condensate and NGLs. The weighting toward light oil, condensate and NGLs sales volumes for the
third quarter 2011 increased approximately 14% in comparison to the same period in 2010. B e | | acombined&mside oil
and NGLs average price (before risk management) for the third quarter of 2011 increased approximately 39% compared to
the same period in 2010. A reduction in production expenses also contributed to the higher netback, which was partially
offset by an increase in transportation and royalties. After including commodity price risk management contracts, field
operating netback for crude oil and NGLs for the third quarter in 2011 was $48.91/boe compared to $30.81/boe in the same
period in 2010. In comparison, second quarter 2011 operating netback for crude oil, condensate and NGLs (before
commodity price risk management contracts) was $55.86/boe. For the nine months ended September 30, 2011, field
operating netback for crude oil, condensate and NGLs averaged $50.18/bbl, up 69% from the $29.75/bbl for the
comparative 2010 period. The significant increase is similarly due to an increase in average sales volumes for light oil,
condensate and NGLs, in conjunction with improved pricing for crude oil, condensate and NGLs and a reduction in
production expenses, partially offset by an increase in transportation and royalties. After including commodity price risk
management contracts, field operating netback for crude oil and NGLs for the nine months ended September 30, 2011 was
$47.65/boe compared to $30.10/boe in the same period in 2010.

Field Operating Netback i Natural Gas (before risk management)

Three months ended September 30, Nine months ended September 30,
($/mcf) 2011 2010 2011 2010
Sales 3.91 3.81 3.97 4.33
Transportation (0.16) (0.22) (0.16) (0.22)
Royalties (0.44) (0.60) (0.56) (0.65)
Production expense (1.64) (1.67) (1.73) (1.83)
Field operating netback 1.67 1.32 1.52 1.63
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Field operating netback for natural gas in the third quarter of 2011 increased 27% to $1.67/mcf, compared to $1.32/mcf in
the same period in 2010, reflecting slightly improved natural gas prices, lower transportation, royalties and production
expenses. After including commodity price risk management contracts, field operating netback for natural gas for the three
month period ended September 30, 2011 was $2.09/mcf compared to $3.46/mcf in the same period in 2010. In
comparison, second quarter 2011 operating netback for natural gas (before commodity price risk management contracts)
was $1.45/boe. For the nine months ended September 30, 2011, field operating netback for natural gas decreased
approximately 7% to $1.52/mcf when compared to the same period in 2010. The decrease is primarily a result of weaker
year over year natural gas prices which was slightly offset by a reduction in transportation, royalties and production
expenses. After including commodity price risk management contracts, field operating netback for natural gas for the nine
months ended September 30, 2011 was $1.79/mcf compared to $3.11/mcf in the same period in 2010.

General and Administrative

Generaland admi ni sAd)atad xpde(sapdadized G&A and recoveries) for the three and nine month period

ended September 30, 2011 were $3.4 million ($3.14/boe) and $8.6 million ($2.81/boe), respectively, compared to $2.4

million ($2.86/boe) and $7.7 million ($3.49/boe) for the same period in 2010, respectively. The increase in the G&A

expense for the third quarter of 2011 from the same period in 2010 reflects higher compensation and base costs and a

reduction in recoveries, partially offset by an increase in capitalized G&A whi ch are consistent with B
capital program. For the nine months ended September 30, 2011, G&A expenses have increased when compared to the

same 2010 period as a result of higher compensation and base costs, partially offset by an increase in capitalized G&A and
recoveries which is consistent with the Companyds higher 2011
September 30, 2011 decreased approximately 19% when compared to the same period in 2010 primarily as a result of

higher average sales volumes.

For 2011, the Company is anticipating G&A costs after capitalization to be approximately $12.0 million ($2.74/boe) based
on estimated 2011 average production volumes of approximately 12,000 boe/d.

General and Administrative Expenses

Three months ended Nine months ended

September 30, September 30,

($000s, except where noted) 2011 2010 2011 2010

Gross expenses 4,419 3,522 13,547 10,338
Capitalized (867) (517) (2,620) (1,465)
Recoveries (129) (605) (2,337) (1,222)

G&A expenses 3,423 2,400 8,590 7,651

G&A expenses, per unit ($/boe) 3.14 2.86 2.81 3.49

Interest and Financing Charges

Bellatrix recorded $1.7 million of interest and financing charges related to bank debt and its debentures for the three
months ended September 30, 2011 compared to $1.3 million in the same period in 2010. The increase in interest and
financing charges for the third quarter of 2011 in comparison to the third quarter of 2010 is primarily a result of a higher
average debt balance as in the third quarter of 2010, Bellatrix used the proceeds of its flow-through share offering of $20.0
million to temporarily reduce outstanding debt.

For the nine months ended September 30, 2011, the Company recorded $5.3 million of interest and financing charges
related to bank debt and its debentures compared to $5.8 million in the same 2010 period. The decrease in interest and
financing charges is primarily due to | owe r interest and accretion charges in re
debentures, partially offset by higher interestc har ges r el at ed Idngterh debt atioerCpnapany éamied a
higher average debt balance in the nine months ended September 30, 2011 compared to the same period in 2010.
Bellatrixd otal net debt at September 30, 2011 of $101.3 million includes the $48.7 million liability portion of its $55 million
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principal amountofconver ti bl e unsecur ed s ub.b¥wdebenutesdd$3ddenblimmdf bankedebt ( t he 7
and the net balance of a working capital deficiency. The 4.75% Debentures have a maturity date of April 30, 2015.

Interest and Financing Charges(l)

Three months ended Nine months ended
September 30, September 30,

($000s, except where noted) 2011 2010 2011 2010
Interest and financing charges 1,730 1,373 5,299 5,766
Interest and financing charges ($/boe) 1.59 1.63 1.73 2.63
mDoesnotincIudefinancing charges in relation to the Companyds unwinding
Debt to Funds Flow from Operations Ratio

Three months ended Nine months ended

September 30, September 30,

($000s, except where noted) 2011 2010 2011 2010
Debt to funds flow from operations™ ratio annualized"”
Funds flow from operations'” (annualized) 98,856 65,368 85,489 49,533
Total net debt @ at period end 101,336 77,137 101,336 77,137
Total net debt to periods funds flow from operations ratio
annualized® 1.1x 1.2x 1.2x 1.6x
Net debt ® (excluding convertible debentures)
at period end 52,644 29,891 52,644 29,891
Net debt to periods funds flow from operations
ratio annualized ©® 0.6x 0.5x 0.6x 0.6x
Debt to funds flow from operations™ ratio (trailing)*”
Funds flow from operations™” ratio trailing 80,459 44,831 80,459 44,831
Total net debt ® to funds flow from operations trailing 1.3x 1.7x 1.3x 1.7x
Net debt @ (excluding convertible debentures) to funds flow
from operations for the period 0.7x 0.7x 0.7x 0.7x
(1)Asdetailedpreviouslyin this Managementds Discussion and Analysis, funds fl ow

standardized meaning under GAAP. Funds flow from operations is calculated as cash flow from operating activities, decommissioning
costs incurred and changes in non-cash working capital incurred. Refer to the reconciliation of cash flow from operating activities to
funds flow from operations appearing elsewhere herein.

@ Net debt and total net debt are considered non-GAAP terms. The Co mpanyés <calculation of tot al n
component of convertible debentures and excludes deferred liabilities, long-term commodity contract liabilities, decommissioning
liabilities, long-term finance lease obligation and the deferred tax liability. Net debt and total net debt include the net working capital
deficiency (excess) before short-term commodity contract assets and liabilities and current finance lease obligation. Net debt also
excludes the liability component of convertible debentures. Total net debt and net debt are non-GAAP measures; refer to the following
reconciliation of total liabilities to total net debt and net debt.

®Total net debt and net debt to periods funds flow from operations ratio (annualized) is calculated based upon third quarter and year to
date funds flow from operations annualized.

@ Trailing periods funds flow from operations ratio annualized is based on the twelve-months period ended September 30, 2011 and
September 30, 2010.
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Reconciliation of Total Liabilities to Total Net Debt and Net Debt

As at September 30,

($000s, except where noted) 2011 2010
Total liabilities per financial statements 185,463 155,982
Current liabilities included within working capital calculation (54,511) (34,510)
Deferred liability 7 flow-through shares (434) (3,768)
Commodity contract liability (199) -
Decommissioning Liabilities (42,918) (41,936)
Finance lease obligation (1,330) -

Working Capital

Current assets (45,445) (33,830)
Current liabilities 54,511 34,510
Current portion of finance lease (151) -
Net commodity contract asset 6,350 689
15,265 1,369
Total net debt 101,336 77,137
Convertible debentures (48,692) (47,246)
Net debt 52,644 29,891

Share-Based Compensation

Non-cash share-based compensation expense for the three months ended September 30, 2011 was an expense of $0.6
million compared to $0.5 million in the same period in 2010. Non-cash share-based compensation expense for the nine
months ended September 30, 2011 was an expense of $2.1 million compared to $1.1 million in the same period in 2010.
The increase in non-cash share-based compensation expense for the nine months ended September 30, 2011 compared
to the same period in 2010 is primarily a result of an increase in share options granted at a higher weighted average fair
value as well as a $0.6 million expense related tothe Def erred Share Uni't P | approved by the
Board of Directors of Bellatrix on May 11, 2011. The Plan allows the Company to grant to non-employee directors
Deferred Share Unit s eihdidhtdodreceive eon @ hiefeled Paynent basis, a cash payment

APl ano

equi val ent to the volume weighted average trading price of

immediately preceding the redemption date of such DSU. Participants of the Plan may also elect to receive their annual
remuneration in the form of DSUs in lieu of cash. Subject to Toronto Stock Exchange and shareholder approval, Bellatrix
may elect to deliver common shares from treasury in satisfaction in whole or in part of any payment to be made upon the
redemption of the DSUs. The DSUs vest immediately and must be redeemed by December 1st of the calendar year
immediately following the year in which the participant ceases to hold all positions with Bellatrix or earlier if the participant
elects to have the DSUs redeemed at an earlier date (provided that the DSUs may not be redeemed prior to the date that
the participant ceases to hold all positions with Bellatrix). The Plan was adopted to better align non-employee directors
remuneration with that of shareholders. On a go forward basis, it is intended that in the event of a share based award,
non-employee directors would receive DSU grants instead of share option grants as has been the past practice.

Depletion and Depreciation

Depletion and depreciation expense for the three and nine months ended September 30, 2011 was $15.8 million
($14.52/boe) and $45.8 million ($14.98/boe), respectively, compared to $12.7 million ($15.13/boe) and $33.9 million
($15.50/boe) in the same period in 2010, respectively. The increase in depletion and depreciation expense is primarily a
result of a higher cost base and increase future development costs, partially offset by an increase in the reserve base used
for the depletion calculation. The depletion and depreciation for the three and nine months ended September 30, 2011 on
a per boe basis has decreased in comparison to the 2010 comparative period as a result of higher average sales volumes.

For the three months ended September 30, 2011 Bellatrix has included a total $159.8 million (2010: $90.1 million) for future
development costs in the depletion calculation and excluded from the depletion calculation a total of $34.9 million (2010:
$27.9 million) for estimated salvage.
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Depletion and Depreciation

Three months ended September 30, Nine months ended September 30,
($000s, except where noted) 2011 2010 2011 2010
Depletion and Depreciation 15,815 12,694 45,764 33,942
Per unit ($/boe) 14.52 15.13 14.98 15.50

Income Taxes

Deferred income taxes arise from differences between the accounting and tax bases of the Company& assets and
liabilities. For the nine months ended September 30, 2011, the Company recognized a deferred income tax expense of
$4.8 million compared to an expense of $0.04 thousand in the same period in 2010.

As at September 30, 2011, the Company had a total net deferred tax asset balance of $7.5 million. IFRS requires that a
deferred tax asset be recorded when the tax pools exceeds the book value of assets, to the extent the amount is probable
to be realized.

At September 30, 2011, Bellatrix had approximately $499 million in tax pools available for deduction against future income

as follows:
($000s) Rate % 2011 2010
Intangible resource pools:
Canadian exploration expenses 100 43,000 44,000
Canadian development expenses 30 322,000 264,000
Canadian oil and gas property expenses 10 24,000 16,000
Foreign resource expenses 10 1,000 1,000
Attributed Canadian Royalty Income 100 (Alberta) 16,000 16,000
Undepreciated capital cost 67 55 79,000 95,000
Non-capital losses (expire through 2027) 100 10,000 -
Financing costs 20 straight line 4,000 3,000

499,000 439,000

@) Approximately $75 million of undepreciated capital cost pools are class 41, which is claimed at a 25% rate.

As a result of the issuance ofthec o mmon shares i gshued ghro SRl fi so @ FSrivagust $20 )
2010, Bellatrix is committed to incur approximately $20.0 million in qualifying Canadian Exploration Expenses ( fi C Eda or)
prior to December 31, 2011. As of September 30 2011, Bellatrix has satisfied approximately $17.7 million of this
commitment, reducing its remaining commitment to $2.3 million. Bellatrix expects to satisfy the remaining $2.3 million
commitment prior to December 31, 2011.

Cash Flow from Operating Activities, Funds Flow from Operations and Net Profit (Loss)

As detailed previously in this Madsdlgverone opérdtiens iDa term that sldesonot and At
have any standardized meaning under GAAP. Funds flow from operations is calculated as cash flow from operating

activities before realization of imputed interest costs on the 7.5% convertible unsecured subordinated debentures (the

7. 5% De b,adecommissoning)costs incurred and changes in non-cash working capital incurred.
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Reconciliation of Cash Flow from Operating Activities and Funds Flow from Operations

Three months ended Nine months ended

September 30, September 30,

($000s) 2011 2010 2011 2010
Cash flow from operating activities 28,023 13,466 67,566 32,987
Realization of imputed interest costs on 7.5% Debentures - - - 5,050
Decommissioning costs incurred (87) 304 383 907
Change in non-cash working capital (3,972) 2,572 (3,832) (1,794)
Funds flow from operations 23,964 16,342 64,117 37,150

Bellatrixés <cash fl ow f28.06 milioo {$6.24aperi diuged share) ifov the threesmordhs enfled

September 30, 2011 increased approximately 108% from the $13.5 million ($0.14 per diluted share) generated in the same

2010 period. Bellatrix generated funds flow from operations of $24.0 million ($0.21 per diluted share) for the three months

ended September 30, 2011, up 47% from $16.3 million ($0.17 per diluted share) for the same period in 2010. The increase

in cash flow from operating activities and funds flow from operations for the third quarter of 2011 compared to the third

quarter of 2010 was primarily the result of higher operating netbacks due to an increase in the average sales volumes

weighted toward light oil, condensate and natural gas liquids in combination with higher overall commodity pricing, primarily

for crude oil, condensate and NGLs. The increase between quarters was partially offset by a reduction in realized gains on

the Companydéds commodity risk management <contracts, an i
cash flow from operating activities and funds flow from operating activities for the nine month period ended September 30,

2011 of $67.6 million ($0.61 per diluted share) and $64.1 million ($0.58 per diluted share), respectively, increased 105%

and 73%, respectively, when compared to the same period on 2010. The increase is principally due to higher operating

netbacks for crude oil, condensate and NGLsas t he weighting toward |light oil,

volumes increased in combination with improved pricing for crude oil, condensate and NGLs and a reduction in interest and

finance charges. The increase is partially offset by |
contracts and higher G&A charges.

Bellatrix maintains a commodity price risk management program to provide a measure of stability to funds flow from
operations. Unrealized marki toi market gains or losses are non-cash adjustments to the current fair market value of the
contract over its entire term and are included in the calculation of net profit.

The net profit for the three month period ended September 30, 2011 was $0.8 million ($0.01 per diluted share) compared to
a net loss of $2.5 million ($0.03 per diluted share) for the same period in 2010. The net profit recorded in the third quarter
of 2011 compared to the net loss in the third quarter of 2010 is primarily a consequence of higher cash flows as noted
above and a $15.4 million non-cash difference between a $6.8 million unrealized loss on commodity risk management
contracts in Q3 2010 compared to a $8.6 million unrealized gain on commodity risk management contracts recorded in Q3
2011 and a $0.6 million additional gain on dispositions, offset partially by $3.1 million of additional depletion and
depreciation expense, a $14.6 million non-cash impairment loss on oil and gas properties and a $1.0 million increase in
deferred tax expense. The net profit for the nine month period ended September 30, 2011 was $7.6 million ($0.07 per
diluted share) compared to a net loss of $4.9 million ($0.05 per diluted share) for the same period in 2011. The net profit
recorded in the first nine months of 2011 compared to the net loss in the same period in 2010 is primarily a consequence of
higher cash flows, a $13.5 million non-cash difference between a $2.7 million unrealized loss on commodity risk
management contracts in the nine months ended September 30, 2010 compared to a $10.8 million unrealized gain on
commodity risk management contracts recorded in the same period in 2011, a $0.7 million increase in gains on
dispositions, offset by $11.9 million increase in depletion and depreciation charges, a $14.6 million non-cash impairment
loss on oil and gas properties and a $5.3 million increase in deferred taxes.
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Cash Flow from Operating Activities, Funds Flow from Operations and Net Profit (LosSs)

Three months ended Nine months ended

September 30, September 30,

($000s, except per share amounts) 2011 2010 2011 2010
Cash flow from operating activities 28,023 13,466 67,566 32,987
Basic ($/share) 0.26 0.14 0.66 0.35
Diluted ($/share) 0.24 0.14 0.61 0.35
Funds flow from operations 23,964 16,342 64,117 37,150
Basic ($/share) 0.22 0.17 0.62 0.39
Diluted ($/share) 0.21 0.17 0.58 0.39
Net profit (loss) 820 (2,546) 4,794 (4,928)
Basic ($/share) 0.01 (0.03) 0.07 (0.05)
Diluted ($/share) 0.01 (0.03) 0.07 (0.05)

Capital Expenditures

Bellatrix invested $44.4 million on exploration and development activities (before drilling credits) during the third quarter of
2011 compared to $30.1 million in the same 2010 period. The increase in these expenditures during the period is
consistent with the higher capital budget for 2011.

Capital Expenditures

Three months ended Nine months ended

September 30, September 30,

($000s) 2011 2010 2011 2010
Lease acquisitions and retention 5,160 85 15,324 337
Geological and geophysical 72 24 390 696
Drilling and completion costs 34,762 28,736 96,855 59,122
Facilities and equipment 4,371 1,566 16,612 6,476
44,365 30,411 129,181 66,631
Drilling incentive credits (272) (315) (827) (3,128)
Exploration and development™” 44,093 30,096 128,354 63,503
Corporate ¥ 60 327 222 362
Property acquisitions 74 - 3,723 3,187
Total capital expenditures i cash 44,227 30,423 132,299 67,052
Property dispositions i cash (4,140) () (4,181) (587)
Total net capital expenditures i cash 40,087 30,416 128,118 66,465
Other i non-cash ¥ 3,457 1,113 4,410 2,694
Total net capital expenditures 43,544 31,529 132,528 69,159

Excludes capitalized costs related to decommissioning liabilities expenditures incurred during the period.

Corporate costs include office furniture, fixtures and equipment and other costs.

Other includes non-cash adjustments for current periodd decommissioning liabilities and share based compensation.

In the first nine months of 2011, Bellatrix has drilled or participated in a total of 42 gross (27.19 net) successful wells
consisting of 31 gross (22.35 net) oil wells and 11 gross (4.84 net) liquids rich gas wells. The Company drilled 14 gross
(10.97 net) light oil wells and 5 gross (2.44 net) liquids rich gas wells in the third quarter of 2011.

For the year to date, Bellatrix has added 40 gross and net contiguous sections in the Ferrier area which includes highly
prospective Cardium and Duvernay mineral rights. During the first quarter of 2011, Bellatrix entered into an agreement to
acquire 20 net sections of Cardium rights. In August 2011, Bellatrix added an additional 20 gross and net contiguous
sections in the Ferrier area.

By comparison, Bellatrix drilled or participated in 34 gross (20.97 net) wells in the first nine months of 2010.
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The $44.2 million capital program, for the three months ended September 30, 2011 was financed with funds flow from
operations and bank debt. The $132.3 million capital program for the nine months ended September 30, 2011 was
financed from funds flow from operations, proceeds from the May 2011 offering and bank debt.

Based on the current economic conditions and Bellatri x 6s oper at i ng ,theoComparysudgefs @ rcapial0 1 1
program of $170 million funded fromt he Co mp any 0 sproceeds fnom fthe blay 2011 offering and to the extent
necessary, bank indebtedness. The 2011 capital budget is expected to be directed primarily towards horizontal drilling and
completions activities in the Cardium and Notikewin resource plays.

Impairment of Assets

The Company calculates an impairment test in accordance with IFRS. If there are indicators of impairment, the impairment

test is performed at the asset or ddé$smpgenerati o Wwsiset 60CGCHI
step process for testing and measur i ng | mpai r ment of assets. Under I AS 36, t
compared to the higher of: value-in-use and fair value less costs to sell. Value in use is defined as the present value of

future cash flows expected to be derived from the asset or CGU.

As at September 30, 2011, Bellatrix performed an impairment test in accordance with IAS 36 resulting in an excess of the

carrying value of twonon-c or e CGUs over their r ecov e SeuthlEast Atberta C@GU andtheThe Coi
remaining properties within its Meekwap CGU were impaired by $13.5 million and $1.1 million, respectively, resulting in a

non-cash $14.6 million impairment loss recognized in the third quarter of 2011. Bellatrix engaged an external reserve

evaluator to prepare an updated corporate reserve report effective June 30, 2011. Overall corporate proved and probable

reserve volumes increased significantly in comparison to the prior reserve evaluation report effective as of December 31,

20l0as a result of the Companyds successful drilling program i
reserves in respect of the South East Alberta CGU and the remaining properties within its Meekwap CGU were subject to

significant reductions resulting in an indicator of impairment. The reduction in the reserves for these CGUs was
predominantly due to weak future natural gas prices which truncated the reserves. The recoverable amount of these

CGUs therefore decreased as a result of this reduction in the reserve base used in the impairment test. The recoverable

amount of the CGUs was estimated by applying a fair value m
reserves. The fair value metric was based on merger and acquisition transactions on oil and gas properties similar to those

owned by Bellatrix.

IAS 36 requires impairment losses to be reversed when there has been a subsequent increase in the recoverable amount.
In the case of an impairment loss reversal, the carrying amount of the asset or CGU is limited to the original carrying
amount less depreciation, depletion and amortization as if no impairment had been recognized for the asset or CGU for
prior periods.

The impairment test is based upon fair market values forthe Company 6és properties, including bu
external reserve engineering report which incorporates a full evaluation of reserves on an annual basis or internal reserve

updates at quarterly periods, and the latest commodity pricing deck. Estimating reserves is very complex, requiring many

judgments based on available geological, geophysical, engineering and economic data. Changes in these judgments

could have a material impact on the estimated reserves. These estimates may change, having either a negative or positive

effect on net earnings as further information becomes available and as the economic environment changes.

Decommissioning Liabilities

As at September 30, 2011, Bellatrix has recorded decommissioning liabilities of $42.9 million, compared to $38.7 million at
December 31, 2010, for future abandonment and r ecl anietnineonmontts endddh e Co mj
September 30, 2011, the liability increased by $4.2 million as a result of $1.4 million incurred on property acquisitions and
development activities, $0.7 million as a result of charges for the unwinding of the discount rates used for fair valuing the
liabilities, and $2.8 million for changes in estimates, offset by a reduction of $0.3 million for liabilities reversed on
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dispositions and $0.4 million for liabilities settled during the period. The $2.8 million increase as a result of a change in
estimates is primarily due to a 1% drop in the average risk-free interest rates used to fair value the liability.

Liquidity and Capital Resources

As an oil and gas business, Bellatrix has a declining asset base and therefore relies on ongoing development and
acquisitions to replace production and add additional reserves. Future oil and natural gas production and reserves are
highly dependent on the success of exploiting the C o mp a reyisfing asset base and in acquiring additional reserves. To
the extent Bellatrix is successful or unsuccessful in these activities, cash flow could be increased or reduced.

Bellatrix is focused on growing oil and natural gas production from its diversified portfolio of existing and emerging resource
plays in Western Canada. Bellatrix remains highly focused on key business objectives of maintaining financial strength,
optimizing capital investments i attained through a disciplined approach to capital spending, a flexible investment program
and financial stewardship. Natural gas prices are primarily driven by North American supply and demand, with weather
being the key factor in the short term. Bellatrix believes that natural gas represents an abundant, secure, long-term supply
of energy to meet North American needs. Bellatrix® results are affected by external market and risk factors, such as
fluctuations in the prices of crude oil and natural gas, movements in foreign currency exchange rates and inflationary
pressures on service costs.

Liquidity risk is the risk that Bellatrix will not be able to meet its financial obligations as they become due. Bellatrix actively
manages its liquidity through daily and longer-term cash, debt and equity management strategies. Such strategies
encompass, among other factors: having adequate sources of financing available through its bank credit facilities,
estimating future cash generated from operations based on reasonable production and pricing assumptions, analysis of
economic risk management opportunities, and maintaining sufficient cash flows for compliance with operating debt
covenants. Bellatrix is fully compliant with all of its operating debt covenants.

Bellatrix generally relies on operating cash flows and its credit facilities to fund capital requirements and provide liquidity.
Future liquidity depends primarily on cash flow generated from operations, existing credit facilities and the ability to access
debt and equity markets. From time to time, the Company accesses capital markets to meet its additional financing needs
and to maintain flexibility in funding its capital programs. While Bellatrix recently completed a $55 million offering on a
bought deal basis in May of 2011, there can be no assurance that future debt or equity financing, or cash generated by
operations will be available or sufficient to meet these requirements or for other corporate purposes or, if debt or equity
financing is available, that it will be on terms acceptable to Bellatrix.

Credit risk is the risk of financial loss to Bellatrix if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from B e | | attadeireceivables from joint venture partners, petroleum and
natural gas marketers, and financial derivative counterparties.

A substantial portion of B e | | aacaoounts feceivable are with customers and joint interest partners in the petroleum and
natural gas industry and are subject to normal industry credit risks. Bellatrix sells substantially all of its production to six
primary purchasers under standard industry sale and payment terms. The most significant 60 day exposure to a single
counterparty is currently approximately $15.0 million. Purchasers of B e | | aniatural gas, srude oil and natural gas liquids
are subject to a periodic internal credit review to minimize the risk of non-payment. Bellatrix has continued to closely
monitor and reassess the creditworthiness of its counterparties, including financial institutions. This has resulted in Bellatrix
reducing or mitigating its exposures to certain counterparties where it is deemed warranted and permitted under
contractual terms.

Bellatrix may be exposed to third party credit risk through its contractual arrangements with its current or future joint

venture partners, marketers of its petroleum and natural gas production, derivative counterparties and other parties. In the

event such entities fail to meet their contractual obligations to Bellatrix, such failures may have a material adverse effect on

the Companyd s business, financial condition, results of operations
industry and of joint venture partners may impact a joint venture partner& willingness to participate in B e | | adngoing« 6 s

26



capital program, potentially delaying the program and the results of such program until Bellatrix finds a suitable alternative
partner.

During 2010, Bellatrix concentrated on executing its considerable drilling program and improving its balance sheet.
Bellatrix took advant age of sever al financi al opportuni ti edn 20lfi,at i mp
Bellatrix continues to focus on its drilling program and maintaining a strong balance sheet. In May 2011, Bellatrix closed an

equity issuance of 9.8 million common shares on a bought deal basis at a price of $5.60 per share for gross proceeds of

$55.0 million (net proceeds of $51.9 million after transaction costs). The net proceeds from this financing were used to
temporarily reduce outstanding indebtedness, thereby freeing
ongoing capital expenditures program and general corporate purposes.

Total net debt levels of $101.3 million at September 30, 2011 have increased $13.9 million from $87.4 million at December
31, 2010, primarily as a consequence of an increase in a working capital deficiency as the Company executes its second
half 2011 intensive capital program. Total net debt includes the liability component of the 4.75% Debentures and excludes
unrealized commodity contract assets and liabilities, deferred taxes, finance lease obligations, deferred liabilities and
decommissioning liabilities.

Funds flow from operations represents 54% of t he funding requirements for Bellatri:
months ended September 30, 2011. The remainder has been funded through bank indebtedness. For the nine months

ended September 30, 2011, funds flow from operations represer
expenditures. The remainder was financed with proceeds from the May 2011 offering and bank debt.

The Comp an yadlises consestdi at$15 million demand operating facility provided by a Canadian bank and a $125

million extendible revolving term credit facility provided by a Canadian bank and a Canadian financial institution. Amounts

borrowed under the credit facility will bear interest at a floating rate based on the applicable Canadian prime rate, U.S.

base rate or LIBOR rate, plus between 1.00% and 3.50%, depending on the type of borrowin
cash ratio. The credit facilities are secured by a $400 million debenture containing a first ranking charge and security

interest. Bellatrix has provided a negative pledge and undertaking to provide fixed charges over major petroleum and

natural gas reserves in certain circumstances. A standby fee is charged of between 0.50% and 0.875% on the undrawn
portion of the credit facilities, depending on the Companyobs

The revolving period for the revolving term credit facility will end on June 26, 2012, unless extended for a further 364 1 day

period. Should the facility not be extended it will convert to a non-revolving term facility with the full amount outstanding

due 366 days after the | ast day of the revolving period of Jun
re-determination on November 30, 2011. Thereafter, a semi-annual re-determination of the borrowing base will occur on

May 30 and November 30 in each year prior to the maturity date.

As at September 30, 2011, approximately $102.6 million or 73% was undrawn under the existing credit facilities and is
available to fund Bellatrixés cap.ital spending and operationa

As an added layer of protection of its cash flows, Bellatrix has fixed contracts that provide for 1,500 bbl/d of crude oil at an
average price of CAD$88.45/bbl and 1,500 bbl/d of crude oil at average price of US$93.87/bbl for the remainder of 2011.
In addition, the Company has fixed price contracts for natural gas that provide for 11,739 GJ/d at an average price of
$4.85/GJ for the fourth quarter of 2011. Included in the natural gas contracts for 2011 is a fixed price contract of $6.30/GJ
at 5,000 GJ/d from May 1, 2011 to December 31, 2011 which was funded by selling a call option of 833 bbl/d at US$110.00
for the 2012 calendar year. Bellatrix has recently added three fixed price contracts that provide for a total of 3,000 bbl/d of

crude oil at an average price of $92.30/bbl for the 2012 calendar year.

Bellatrix currently has commitments associated with its credit facilities outlined above and the commitments outlined under

the fACommi t ment s 0 costirually manitors its cépital shemding pragram in light of the recent volatility with
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respect to commaodity prices and Canadian dollar exchange rates with the aim of ensuring the Company will be able to
meet future anticipated obligations incurred from normal ongoing operations with funds flow from operations and draws on
Bel | at r ifaciitys as oacesshiy.t Bellatrix has the ability to fund its 2011 capital program of $170 million by utilizing

cash flow, the proceeds of the May 2011 financing, and to the extent necessary, bank indebtedness.

As at October 31, 2011, Bellatrix had outstanding a total of 7,897,765 options exercisable at an average exercise price of
$3.42 per share, $55.0 million principal amount of 4.75% Debentures convertible into common shares (at a conversion
price of $5.60 per share) and 107,396,131 common shares.

Commitments

As at September 30, 2011, Bellatrix committed to drill 5 gross (3.94 net) wells pursuant to farm-in agreements. Bellatrix
expects to satisfy these drilling commitments at an estimated cost of approximately $13.5 million. In addition, on February
1, 2011, Bellatrix entered into a joint venture agreement which includes a minimum commitment for the Company to drill 3
gross (3.0 net) wells per year for 2012 to 2016 for a total estimated cost of approximately $52.5 million. On August 4,
2011, Bellatrix entered into a joint venture agreement which includes a minimum commitment for the Company to drill
between 5 to 10 gross and net wells per year for 2012 to 2016 for a total of 40 gross and net wells at an estimated total
cost of approximately $140.0 million.

As a result of the issuance of the Flow-Through Shares on August 12, 2010, Bellatrix is committed to incur approximately
$20.0 million in CEE on or before December 31, 2011. As of September 30, 2011, the Company has incurred
approximately $17.7 million on CEE, reducing its remaining commitment to $2.3 million. Bellatrix expects to satisfy the
remaining $2.3 million commitment prior to December 31, 2011.

The following are the contractual maturities of financial liabilities as at September 30, 2011:

Financial liability ($000s) <1 Year 1-2 Years 2-5 Years Thereafter
Accounts payable and accrued liabilities™ $ 53,762 $ - $ - $ -
Commodity contract liability 598 199 - -
Bank debt i principal® - 37,379 - -
Convertible debentures i principal - - 55,000 -
Convertible debentures i interest® 2,620 2,612 4,130 -
Finance lease obligation 367 351 939 1,307
Total $ 57,347 $ 40,541 $ 60,069 $ 1,307

D As at September 30, 2011, $1.1 million of accrued coupon interest payable in relation to the 4.75% Debentures and $0.01 million
of accrued interest payable in relation to the credit facilities is included in Accounts Payable and Accrued Liabilities.
@ Bank debt is based on a revolving term which is reviewed annually and converts to a 366 day non-revolving facility if not renewed.
) The 4.75% Debentures outstanding at September 30, 2011 bear interest at a coupon rate of 4.75%, which currently requires total
annual interest payments of $2.6 million.

The Company estimates the total undiscounted amount of cash flows required to settle its decommissioning liabilities to be
approximately $41.5 million which is estimated to be incurred between 2013 and 2053.

Off-Balance Sheet Arrangements

The Company has certain fixed term lease agreements, including primarily office space leases, which were entered into in
the normal course of operations. All leases have been treated as operating leases whereby the lease payments are
included in operating expenses or G&A expenses depending on the nature of the lease. The lease agreements do not
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currently provide for early termination. No asset or liability value has been assigned to these leases in the balance sheet
as of September 30, 2011.

Business Prospects and 2011 Year Outlook

Bellatrix continues to develop its core assets and conducts exploration programs utilizing its large inventory of geological
prospects. As at September 30, 2011, Bellatrix has approximately 226,977 net undeveloped acres in Alberta, British
Columbia and Saskatchewan with current estimated inventory of 900 net low risk development drilling locations including
400 net horizontal Cardium locations and 174 net horizontal Notikewin locations. Year to date, Bellatrix has added 40
gross and net contiguous sections in the Ferrier area which includes highly prospective Cardium and Duvernay mineral
rights.

Bellatrix has a 2011 capital expenditure budget of $170 million, which includes the $132.3 million spent in the first nine
months of 2011 on capital expenditures. Bellatrix will use cash flow, the proceeds of the May 2011 financing, and to the
extent necessary, bank indebtedness to fund its 2011 capital expenditures budget. The Company is estimating 2011 exit
production of 15,000 boe/d.

Based on the timing of proposed expenditures, downtime for anticipated plant turnarounds and normal production declines,
Bellatrix is maintaining the 2011 average production guidance of approximately 12,000 boe/d and an exit rate of 15,000
boe/d, despite the delay the Company has experienced in the execution of its second half 2011 capital program due to wet
field conditions.

As an added layer of protection of its cash flows, Bellatrix has fixed contracts that provide for 1,500 bbl/d of crude oil at an
average price of CAD$88.45/bbl and 1,500 bbl/d of crude oil at average price of US$93.87/bbl for the remainder of 2011.
In addition, the Company has fixed price contracts for natural gas that provide for 11,739 GJ/d at an average price of
$4.85/GJ for the fourth quarter of 2011. Included in the natural gas contracts for 2011 is a fixed price contract of $6.30/GJ
at 5,000 GJ/d from May 1, 2011 to December 31, 2011 which was funded by selling a call option of 833 bbl/d at US$110.00
for the 2012 calendar year. Bellatrix has recently added three fixed price contracts that provide for a total of 3,000 bbl/d of
crude oil at an average price of $92.30/bbl for the 2012 calendar year.

For 2012, Bellatrix will continue to be active in drilling its two core resource plays, the Cardium oil and Notikewin
condensate rich gas, utilizing horizontal drilling multi fracturing technology. In addition, Bellatrix currently plans to drill its
first horizontal well in the emerging Duvernay play in the first quarter of 2012. An initial capital budget of $180 million has
been set for fiscal 2012. Based on the timing of proposed expenditures, downtime for anticipated plant turnarounds and
normal production declines, execution of the 2012 budget is anticipated to provide 2012 average daily production of
approximately 16,500 boe/d to 17,000 boe/d and an exit rate of approximately 18,000 boe/d to 18,500 boe/d.

Financial Reporting Update

Adoption of International Financial Reporting Standards

As of January 1, 2011, Bellatrix prepares its interim consolidated financial statements and comparative information in

accordance with IFRS, il FRS 10 and I nter nat iidmean Finarcial Reporting, asgssuBd by thel ar d 3 4
International Account i ng Standards Board. Previously, Bellatrixds fin
previous GAAP.

The Companyds | FRS account i ng3opthd NMach 252014 inerimpQoresdidatdd Financial Not e
Statements. The MD&Af or t he three months ended March 31, 2011 includes
accounting policies and elections, including the estimated impact of adoption of the accounting policies. In addition, Note

19 to the September 30, 2011 Interim Condensed Consolidated Financial Statements presents reconciliations between the
Companyés 2010 previous GAAP r eTFheCompanygpreskentsrécenciliators of equilyRsSat r e s ul t
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January 1, 2010, September 30, 2010 and December 31, 2010, and reconciliations of Total Comprehensive Income for the
three and nine months ended September 30, 2010 and for the year ended December 31, 2010.

Accounting Policy Changes

The following discussion explains the significant differences between B e | | aprevious GAAP accounting policies and
those applied by the Company under IFRS and specifically, IFRS 1. IFRS policies have been retrospectively and
consistently applied except where specific IFRS 1 optional and mandatory exemptions permitted an alternative treatment
upon transition to IFRS for first-time adopters.

The most significant changes to the Company& accounting policies relate to the accounting for petroleum and natural gas

expenditures. Under previous GAAP, Bellatrix followedthe Canadi an | nstitute of Chartered Acc¢
on full cost accounting in which all costs directly associated with the acquisition of, the exploration for, and the development

of crude oil, natural gas liquids and natural gas reserves were capitalized on a cost centre basis. Under previous GAAP,

Bellatrix only had one cost centre. Costs accumulated within the cost centre were depleted using the unit-of-production

method based on proved reserves determined using estimated future prices and costs. Upon transition to IFRS, Bellatrix

was required to adopt new accounting policies for petroleum and natural gas expenditures, including exploration and

evaluation ( A E &cBsbs)and development costs.

Under IFRS, exploration and evaluation costs are those expenditures for an area where technical feasibility and
commercial viability has not yet been determined. Development costs include those expenditures for areas where technical
feasibility and commercial viability has been determined. Bellatrix adopted the IFRS 1 exemption whereby the Company
deemed its January 1, 2010 property, plant and equipment ( fi P P 8o&9 to be equal to its previous GAAP historical PP&E
net book value. Accordingly, exploration and evaluation costs were deemed equal to the unproved properties balance and
the development costs were deemed equal to the remaining PP&E balance. Under IFRS, exploration and evaluation costs
are presented as exploration and evaluation assets and development costs of reserves are presented within property, plant
and equipment on the Consolidated Balance Sheet.

The following discussion highlights significant changes to our critical accounting policies and estimates from those
disclosed in our MD&A for the year ended December 31, 2010.

Exploration and Evaluation ( A E& E 0 )

E&E costs are capitalized when the legal right to explore has been obtained but before technical feasibility and commercial
viability have been determined. Under previous GAAP, Bellatrix would capitalize all expenditures associated with unproved
properties. Once technical feasibility and commercial viability has been determined, the capitalized costs are transferred
from E&E assets to PP&E and are subject to an impairment test.

Bellatrix has adopted an accounting policy whereby E&E assets will not be subject to depletion. Costs associated with
unproved properties under previous GAAP were not subject to depletion.

Depletion and Depreciation

Previous GAAP provided specific guidelines on the depletion calculation for oil and natural gas properties. Depletion was
calculated based on proved reserves. Under IFRS, the Company has a choice in the reserve base to use for its depletion
calculations. Bellatrix has adopted a policy of depleting its oil and natural gas properties using its proved plus probable
reserve base. In addition, depletion calculations under previous GAAP were done on a cost centre basis, for which under
previous GAAP, the Company only had one. Under IFRS, the Company is required to calculate depletion based on
individual components for which the company has identified to be at the area level.

30



Impairments

IFRS requires an asset impairment test to be conducted on transition date and when indicators of impairment are present.

Under previous GAAP, impairment of long-l i ved assets is assessed on the basis of
future cash flows compared with the asseedddiscoonted cashiflong ar@a mo u nt
prepared to quantify the amount of impairment. The impairment test under previous GAAP is done at the cost centre level.

Under previous GAAP, Bellatrix had one cost centre for impairment test purposes. Impairments recognized under previous

GAAP were not reserved.

| FRS requires the impairment test to occur at tBebatrbacsremly | evel
has 6 CGUs. The carrying amount of the asset or CGU is compared to its recoverable amount which is the higher of

discounted cash flows or fair value less costs to sell. Under IFRS, impairments recognized are reversed when there has

been a subsequent increase in the recoverable amount. In the case of an impairment reversal, the carrying amount of the

asset or CGU is limited to the original carrying amount less depreciation, depletion and amortization as if no impairment

had been recognized for the asset or CGU for prior periods.

Asset Divestitures

Under previous GAAP, proceeds of a divestiture are deducted from the country cost centre pool without recognition of a
gain or loss unless such a deduction resulted in a change to the depletion rate of 20% or greater. Under IFRS, proceeds of
a divestiture are deducted from the carrying value of the asset and a gain or loss is recognized in earnings.

Decommissioning Liabilities

IAS 371 fProvi si ons, Contingent Liabilities and Contingent Asset
decommissioning liabilities (previously referred to as asset retirement obligations). The discount rate used for the
decommissioning liability will be a risk free rate as the estimated provision is adjusted to reflect risks specific to the liability.

Under previous GAAP, the Company used a credit-adjusted risk free rate. Therefore, under IFRS, the decommissioning

liabilities are higher due to lower discount rates used. Under IFRS, the liability is to be re-measured each reporting period

in order to reflect interest rates in effect at that time.

Share Based Payments

Di fferences in the accounting for the Companyds shdfi&hapti on
based Payments, 0 requires the Company to estimate the number
instruments do not vest immediately. IFRS 2 does not allow the recognition of the expense on a straight-line basis and

requires each installment to be treated as a separate arrangement. Under previous GAAP, the Company accounted for

forfeitures as they occurred and recognized share-based compensation expense using the graded method, which is the

method required under IFRS.

Flow-through Shares

Under previous GAAP, the accounting treatment of flow-through shares was addressed by EIC 146 i i F |-Thwugh

S h ar eUnder previous GAAP, the proceeds received for the flow-t hr ough shares are credited to
and the deferred tax liability is recognized when the Company files the renouncement documents with the tax authorities to

renounce the tax credits associated with the expenditures.

Under IFRS, Bellatrix set up a liability for the difference between the proceeds received and the market price of the shares

on the date of the transaction (the #fpr e mrecorddhg relatedAag liakiilye e xp e
associated with the renouncement of the tax benefits and remove the deferred liability originally set up. The difference

between the deferred tax liability and the original liability set up will go through profit or loss.
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Convertible Debentures

Convertible debentures have both a debt and equity component under IFRS and previous GAAP. As a consequence of the
Company having status as an income trust in 2009, and no IFRS 1 exemption related to the conversion feature of
convertible debentures for trust units, the Company has treated the 7.5% Debentures as a financial derivative instrument

(the fAinstrumento). As a result, the fair value of thoe instr
sharecapitalas a result of the Companyds deficit elimination effect
has causeda$1.6 mi | | i on increase to the Companyds def i ciintthegesonda r esul

quarter of 2010, as opposed to the $2.9 million reduction in the deficit under previous GAAP.

Also, the allocation of deferred tax on the convertible debentures differs under previous GAAP and IFRS. Under previous
GAAP, the tax basis of the liability is considered to be the same as its carrying amount; therefore, no temporary difference
exists. IFRS does not contain this special exemption and requires the temporary difference to be recognized. The
deferred tax adjustment is charged directly to the carrying amount of the equity component of the convertible debentures.

Future Accounting Pronouncements
IFRS Accounting Policies

Our IFRS consolidated financial statements for the year ending December 31, 2011 must use the standards that are in
effect on December 31, 2011, and therefore we have prepared our interim Consolidated Financial Statements using the
standards that are expected to be effective at the end of 2011. However, our IFRS accounting policies will only be finalized
when our first annual IFRS Consolidated Financial Statements are prepared for the year ending December 31, 2011.
Therefore, certain accounting policies that we currently expect to follow under IFRS may not be adopted and the
application of such policies to certain transactions or circumstances may be modified. As a result, our interim Consolidated
Financial Statements for the nine months ended September 30, 2011 are subject to change. Changes to the accounting
policies used may result in material changes to our reported financial position, results of operations and cash flows.

New and Amended Standards

The following pronouncements from the IASB are applicable to Bellatrix and will become effective for future reporting
periods, but have not yet been adopted:

IFRS 10 i fConsolidated Financial Statementsd ( il FRS teQuirds an entity itoacdnsolidate an investee when it is
exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns
through its power over the investee. Under existing IFRS, consolidation is required when an entity has the power to govern
the financial and operating policies of an entity so as to obtain benefits from its activities. This standard replaces SIC-12 i
fiConsolidationd Special Purpose Entitiesoand parts of IAS 27 i fConsolidated and Separate Financial Statements.o

IFRS 11 7 foint Arrangementso( il FRS 1 1 09 ventureetq alassifyeits interest in a joint arrangement as a joint
venture or joint operation, each having its own accounting model. Joint ventures will be accounted for using the equity
method of accounting whereas for a joint operation the venture will recognize its share of the assets, liabilities, revenue and
expenses of the joint operation. The standard provides for a more substance based reflection of joint arrangements by
focusing on the rights and obligations of the arrangement, rather than its legal form. IFRS 11 replaces IAS 311 finterests
in Joint Ventureso a n d13 B Al@ntly Controlled Entitiesd Non-monetary Contributions by Venturerso and establishes
principles for accounting for all joint arrangements.

IFRS 12 i fDisclosure of Interests in Other Entiteso  ( fi | F R&ablishesdjsclosure requirements for interests in other
entities, such as joint arrangements, associates, special purpose vehicles and off balance sheet vehicles. The standard
carries forward existing disclosures and also introduces significant additional disclosure requirements that address the
nature of, and risks associated with, an entityés interests i
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Amendments have been made to existing standards, including IAS 27 7 fSeparate Financial Statementso ( il Aa8d 2 7 0)
IAS 28 i finvestments in Associates and Joint Ventureso ( i | A B\S 27&addjesses accounting for subsidiaries, jointly
controlled entities and associates in non-consolidated financial statements. IAS 28 has been amended to include joint
ventures in its scope and to address the changes in IFRS 10 to 12.

The above standards are effective for annual periods beginning on or after January 1, 2013. Early adoption is permitted,
providing the five standards are adopted concurrently. We are currently evaluating the impact of adopting these standards
on our Consolidated Financial Statements.

IFRS 1371 fFair Value Measurementd ( fi | F Rs% colmfréhgnsive standard for fair value measurement and disclosure
requirements for use across all IFRSs. The new standard clarifies that fair value is the price that would be received to sell
an asset, or paid to transfer a liability in an orderly transaction between market participants, at the measurement date. It
also establishes disclosures about fair value measurement. Under existing IFRS, guidance on measuring and disclosing
fair value is dispersed among the specific standards requiring fair value measurements and in many cases does not reflect
a clear measurement basis or consistent disclosures. IFRS 13 is effective for annual periods beginning on or after January
1, 2013 and applies prospectively from the beginning of the annual period in which the standard is adopted. Early adoption
is permitted. We are currently evaluating the impact of adopting IFRS 13 on our Consolidated Financial Statements.

IFRS9T AFi nanci al I nstrumentso, which is the result of the firs
I nstrument s: Recogni tion and Me a s ur e me nréend multiplehatassifitagion arglt andar
measurement models for financial assets and liabilities with a single model that has only two classification categories:

amortized cost and fair value. This standard is effective for annual periods beginning on or after January 1, 2013 with

different transitional arrangements depending on the date of initial application. We are currently evaluating the impact of

adopting IFRS 9 on our Consolidated Financial Statements.

In June 2011, the IASB issued an amendment to IAS 1 7 AiPr esentation of Financi al Stater
companies to group items presented within Other Comprehensive Income based on whether they may be subsequently

reclassified to profit or loss. This amendment to IAS 1 is effective for annual periods beginning on or after July 1, 2012 with

full retrospective application. Early adoption is permitted. Bellatrix has yet to assess the full impact of adopting this

amendment on its consolidated financial statements.

Business Risks and Uncertainties

The reader is advised that Bellatrix continues to be subject to various types of business risks and uncertainties as
described in the Companybés Management, Di scussion and Anal ys
Companyébs Annual rmlifon the yearadnded Decefber 31, 2010 which are available on SEDAR at
www.sedar.comand t he Co mp a nwwivbellatrigelpboratioe.cora.t

Critical Accounting Estimates

The reader is advised that the critical accounting estimates, policies, and practices as described i n t he Company
Management 6s Discussion and Anal ysi s f oontinuelode critical ia determmingg hs e nd
Bellatrixd snarfcial results.

The reader is cautioned that the preparation of financial statements in accordance with GAAP requires management to
make certain judgments and estimates that affect the reported amounts of assets, liabilities, revenues and expenses.
Management reviews its estimates on a regular basis. The emergence of new information and changed circumstances
may result in actual results or changes to estimates that differ materially from current estimates.
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Controls and Procedures

Disclosure Controls and Procedures

The Company& Chief Executive Officer and Chief Financial Officer have designed, or caused to be designed under their
supervision, disclosure controls and procedures to provide reasonable assurance that: (i) material information relating to
the Company is made known to the Company& Chief Executive Officer and Chief Financial Officer by others, particularly
during the period in which the annual and interim filings are being prepared; and (ii) information required to be disclosed by
the Company in its annual filings, interim filings or other reports filed or submitted by it under securities legislation is
recorded, processed, summarized and reported within the time period specified in securities legislation.

Internal Control over Financial Reporting

The Companyd s Chi ef Executive Officer and Chief Financi al Oof f i

supervision, internal control over financial reporting to provide reasonable assurance regarding the reliability of the
Companyé s f i n a n c iarathe prepgration ofifimagcial statements for external purposes in accordance with GAAP.

The Company is required to disclose herein any change in the Company® internal control over financial reporting that
occurred during the period beginning on July 1, 2011 and ended on September 30, 2011 that has materially affected, or is
reasonably likely to materially affect, the Companyé s i nt er nal control over financi
C o mp asnnyefnal control over financial reporting were identified during such period that has materially affected, or are
reasonably likely to materially affect, the C o mp asrnnyeal control over financial reporting.

In conjunction with its conversion to IFRS, the Company completed an assessment of its information systems and based
on this review no significant changes to the information systems were required as part of the IFRS conversion process. In
addition, the effects of the adoption of IFRS on the Company& business activities and internal controls, including disclosure
controls and procedures, were reviewed and no significant changes to the Corporation& business activities and internal
control environment were required.

It should be noted that a control system, including the Company& disclosure and internal controls and procedures, no
matter how well conceived, can provide only reasonable, but not absolute, assurance that the objectives of the control
system will be met and it should not be expected that the disclosure and internal controls and procedures will prevent all
errors or fraud.
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Sensitivity Analysis

The table below shows sensitivities to funds flow from operations as a result of product price and operational changes.
This is based on actual average prices received for the third quarter of 2011 and average production volumes of 11,837
boe/d during that period, as well as the same level of debt outstanding at September 30, 2011. Diluted weighted average
shares are based upon the third quarter of 2011. These sensitivities are approximations only, and not necessarily valid
under other significantly different production levels or product mixes. Commodity price risk management activities can
significantly affect these sensitivities. Changes in any of these parameters will affect funds flow as shown in the table
below:

Funds Flow from Operations® Funds Flow from Operations®

(annualized) Per Diluted Share

Sensitivity Analysis ($000s) ($)
Change of US $1/bbl WTI 1,300 0.01
Change of $0.10/ mcf 1,400 0.01
Change of US $0.01 CDN/ US exchange rate 1,000 0.01
Change in prime of 1% 370 0.00

(1)Th e t @&mdmfloif r o m o p eshault mobbe soasidered an alternative to, or more meaningful than cash flow from operating
activities as determined in accordance with GAAP as an indicator of the C o mp a mpgridrsnance. Therefore reference to diluted
funds flow from operations or funds flow from operations per share may not be comparable with the calculation of similar measures
for other entities. Management uses funds flow from operations to analyze operating performance and leverage and considers funds
flow from operations to be a key measure as it demonstrates the C o mp a rapilidyso generate the cash necessary to fund future
capital investments and to repay debt. The reconciliation between cash flow from operating activities and funds flow from operations
can be found elsewhere herein. Funds flow from operations per share is calculated using the weighted average number of common
shares for the period.
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Selected Quarterly Consolidated Information

The following table sets forth selected consolidated financial information of the Company for the most recently completed
quarters ending September 30, 2011 and for the quarters in 2010 and 2009. The adoption date of IFRS of January 1, 2011

requiresrestat e ment f or

comparative

purposes,

of

t he

Companyéobs

quarterly periods in 2010 and for its year ended December 31, 2010. As a result, 2009 comparative information has not

been restated and is in accordance with previous GAAP.

20117 Quarter ended (unaudited)

($000s, except per share amounts) March 31 June 30  Sept. 30
Revenues before royalties and risk management 40,535 53,444 49,145
Cash flow from operating activities 15,718 23,825 28,023
Cash flow from operating activities per share
Basic $0.16 $0.23 $0.26
Diluted $0.15 $0.22 $0.24
Funds flow from operations(l) 17,027 23,126 23,964
Funds flow from operations per share®
Basic $0.17 $0.22 $0.22
Diluted $0.16 $0.21 $0.21
Net profit (loss) (5,487) 12,315 820
Net profit (loss) per share
Basic ($0.06) $0.12 0.01
Diluted ($0.06) $0.11 0.01
Net capital expenditures (cash) 59,247 28,784 132,299
20107 Quarter ended (unaudited)
($000s, except per share amounts) March 31 June 30  Sept. 30 Dec. 31
Revenues before royalties and risk management 26,929 25,574 27,344 37,826
Cash flow from operating activities 13,456 6,065 13,466 11,285
Cash flow from operating activities per share
Basic $0.15 $0.07 $0.14 $0.12
Diluted $0.15 $0.07 $0.14 $0.11
Funds flow from operations®® 10,198 10,610 16,342 15,892
Funds flow from operations per share®
Basic $0.12 $0.11 $0.17 $0.16
Diluted $0.11 $0.11 $0.17 $0.15
Net profit (loss) 3,969 (6,351) (2,546) (57)
Net profit (loss) per share
Basic $0.04 $(0.07) $(0.03) $(0.00)
Diluted $0.04 $(0.07) $(0.03) $(0.00)
Net capital expenditures (cash) 18,393 17,656 30,416 25,716
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Previous GAAP
20097 Quarter ended (unaudited)

($000s, except per share amounts) March 31 June 30  Sept. 30 Dec. 31
Revenues before royalties and risk management 31,345 29,805 23,860 24,004
Cash flow from operating activities 9,311 6,467 12,150 2,743
Cash flow from operating activities per share

Basic and Diluted $0.12 $0.08 $0.15 $0.03
Funds flow from operations(l) 6,489 10,765 11,090 7,681
Funds flow from operations per share®

Basic and Diluted $0.08 $0.14 $0.14 $0.10
Net loss (9,056) (99,715) (9,363) (8,216)
Net loss per share

Basic and Diluted $(0.12) $(1.27) $(0.12) $(0.10)
Net capital expenditures (cash) 2,764 (7,138) (81,986) 9,926
Distributions declared 1,570 - - -
Distributions per share $0.02 - - -

WRefertof NeGWAAAP Measar e s o pect fumdéf It e ft read m adipdend&fliow fom spérations per sharea
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BELLATRIX EXPLORATION LTD.
CONDENSED CONSOLIDATED BALANCE SHEETS
As at September 30 and December 31

($000s) (unaudited, expressed in Canadian dollars) 2011 2010
(note 19)
ASSETS
Current assets
Accounts receivable $ 34,545 $ 39,500
Deposits and prepaid expenses 3,952 4,619
Commaodity contract asset (note 18) 6,948 -
45,445 44,119
Exploration and evaluation assets (note 4) 32,409 18,535
Property, plant and equipment (note 5) 460,053 399,580
Commaodity contract asset (note 18) 893 -
Deferred taxes (note 14) 7,509 14,820
Total assets $ 546,309 $ 477,054
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 53,762 $ 42,792
Current portion of finance lease obligation (note 9) 151 146
Commaodity contract liability (note 18) 598 3,732
54,511 46,670
Deferred liability i flow-through shares (note 6) 434 3,768
Commaodity contract liability (note 18) 199 -
Long-term debt (note 7) 37,379 41,172
Convertible debentures (note 8) 48,692 47,599
Finance lease obligation (note 9) 1,330 1,443
Decommissioning liabilities (note 10) 42,918 38,710
Total liabilities 185,463 179,362

SHAREHOLDERSS EQUI TY

Shareholdersd6 capi t1BI (note 370,022 316,779
Equity component of convertible debentures (note 8) 4,378 4,378
Contributed surplus (note 12) 32,752 30,489
Deficit (46,306) (53,954)
Total shareholders6 equi ty 360,846 297,692
Total liabilities and shareholders6 e qui t y $ 546,309 $ 477,054

COMMITMENTS (note 17)

See accompanying notes to the condensed consolidated interim financial statements.
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BELLATRIX EXPLORATION LTD.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the three months and nine months ended September 30,

(unaudited, expressed in Canadian dollars)
Three months ended
September 30,

Nine months ended

September 30,

($000s) 2011 2010 2011 2010
(note 19) (note 19)
REVENUES
Petroleum and natural gas sales $ 48,814 $ 26,939 $ 141,760 $ 78,397
Other income 331 405 1,364 1,450
Royalties (8,586) (5,142) (25,922) (15,269)
Total revenues 40,559 22,202 117,202 64,578
Realized gain on commodity contracts 2,392 8,534 75 15,135
Unrealized gain (loss) on commodity contracts 8,556 (6,807) 10,776 (2,685)
51,507 23,929 128,053 77,028
EXPENSES
Production 12,748 9,761 36,226 27,557
Transportation 1,462 950 4,138 2,635
General and administrative 3,423 2,400 8,590 7,651
Provision for uncollectable accounts - 250 - 250
Share-based compensation (notes 11 and 12) 568 495 2,083 1,118
Depletion and depreciation 15,815 12,694 45,764 33,942
Gain on property dispositions (note 5) (1,531) (962) (1,750) (1,098)
Impairment loss on property, plant and equipment (note 5) 14,551 - 14,551 336
Loss on redemption of 7.5% Debentures - - 3,514
47,036 25,588 109,602 75,905
NET PROFIT (LOSS) BEFORE FINANCE AND TAXES 4,471 (1,659) 18,451 1,123
Finance expenses (note 15) 1,903 1,617 6,009 6,552
NET PROFIT(LOSS) BEFORE TAXES 2,568 (3,276) 12,442 (5,429)
TAXES
Deferred tax expense (recovery) (note 6 and 14) 1,748 (730) 4,794 (501)
NET PROFIT (LOSS) AND COMPREHENSIVE INCOME
(LOSS) 820 (2,546) 7,648 (4,928)
Net profit (loss) per share (note 16)
Basic $0.01 ($0.03) $0.07 $(0.05)
Diluted $0.01 ($0.03) $0.07 $(0.05)

See accompanying notes to the condensed consolidated interim financial statements.
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BELLATRIX EXPLORATION LTD.

CONDENSED CONSOLIDATED STATEMENTSOFSHAREHOLDERSS®6 EQUI TY
For the nine months ended September 30,
(unaudited, expressed in Canadian dollars)
Nine months ended
September 30,
($000s) 2011 2010
(note 19)
SHAREHOLDERSO (teR1) TAL
Common shares
Balance, beginning of period 316,779 257,629
Issued for cash, net of transaction costs and tax effect 52,734 62,357
Premium on flow-through shares classified as a deferred liability - (3,768)
Issued on exercise of share options 362 87
Contributed surplus transferred on exercised options 147 32
Balance, end of period 370,022 316,337
EQUITY COMPONENT OF CONVERTIBLE DEBENTURES (note 8)
Balance, beginning of period 4,378 -
Conversion feature of 4.75% Debentures issued - 4,378
Balance, end of period 4,378 4,378
CONTRIBUTED SURPLUS (note 12)
Balance, beginning of period 30,489 28,186
Share-based compensation expense 2,410 1,679
Transfer to share capital for exercised options (147 (32)
Balance, end of period 32,752 29,833
DEFICIT
Balance, beginning of period (53,954) (47,338)
Adjustment for redemption of 7.5% debentures - (1,631)
Net profit (loss) 7,648 (4,928)
Balance, end of period (46,306) (53,897)
TOTAL SHAREHOLDERSG6 EQUITY $ 360,846 $ 296,651

See accompanying notes to the condensed consolidated interim financial statements.
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BELLATRIX EXPLORATION LTD.

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the three and nine months ended September 30,

(unaudited, expressed in Canadian dollars)

Three months ended Nine months ended
September 30, September 30,
($000s) 2011 2010 2011 2010
(note 19) (note 19)
Cash provided by (used in):
CASH FLOW FROM OPERATING ACTIVITIES
Net profit (loss) $ 820 $ (2,546) $ 7,648 $ (4,928)
Adjustments for:
Depletion and depreciation 15,815 12,694 45,764 33,942
Finance expenses (note 15) 549 584 1,803 2,082
Share-based compensation (notes 11 and 12) 568 495 2,083 1,118
Unrealized loss (gain) on commodity contracts (8,556) 6,807 (10,776) 2,685
Gain on property dispositions (1,531) (962) (1,750) (2,098)
Impairment loss on property, plant and equipment 14,551 - 14,551 336
Loss on redemption of 7.5% Debentures - - - 3,514
Deferred tax expense (recovery) (note 14) 1,748 (730) 4,794 (501)
Realization of imputed interest costs on 7.5% Debentures - - - (5,050)
Decommissioning costs incurred (note 10) 87 (304) (383) (907)
Change in non-cash working capital (note 13) 3,972 (2,572) 3,832 1,794
28,023 13,466 67,566 32,987
CASH FLOW FROM (USED IN) FINANCING ACTIVITIES
Issuance of share capital, net of share issue costs 3 18,877 52,277 61,405
Issuance of 4.75% Debentures, net of issue costs - - - 52,520
Redemption of 7.5% Debentures - - - (88,009)
Realization of imputed interest costs on 7.5% Debentures
allocated to operating activities - - - 5,050
Advances from loans and borrowings 57,476 80,820 270,607 169,672
Repayment of loans and borrowings (64,750) (86,699) (274,400) (169,053)
Obligations under finance lease (note 9) (37) - (108) -
(7,308) 12,998 48,376 31,586
Change in non-cash working capital (note 13) 546 577 639 1,170
(6,762) 13,575 49,015 32,756
CASH FLOW FROM (USED IN) INVESTING ACTIVITIES
Expenditure on exploration and evaluation assets (5,160) (85) (15,324) (337)
Additions to property, plant and equipment (39,067) (30,338) (116,975) (66,715)
Proceeds on sale of property, plant and equipment 4,140 7 4,181 587
(40,087) (30,416) (128,118) (66,465)
Change in non-cash working capital (note 13) 18,826 3,375 11,537 722
(21,261) (27,041) (116,581) (65,743)
Change in cash - - - -
Cash, beginning of period - - - -
Cash, end of period $ - $ - $ - $ -
Cash paid:
Interest $ 508 $ 214 $ 3,021 $ 2,851
Taxes - - - -

See accompanying notes to the condensed consolidated interim financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited, expressed in Canadian dollars)

1. CORPORATE INFORMATION

Bellatrix Exploration Ltd. (the fACompanyo or fiBell atri xo)
company. The Company resulted from a reorganization (the 0
a plan of ar rAarnrgaenngeennie n(ttoh)e ifin v o TrweiEnegy Trwstrid rhge ditThairss,0 or A Tr u
Exploration Ltd. and securityholders of the Trust.

The Arrangement involved the exchange, on a one-for-one basis of trust units and exchangeable shares, after
accounting for the conversion factor applicable to the exchangeable shares, for common shares of Bellatrix. All
outstanding incentive unit rights to acquire Trust units of True became share options to acquire an equal number of
common shares of Bellatrix Exploration Ltd. on the same terms and conditions, including as to exercise price, vesting
and expiry dates.

I n connection with the Reorganization, the unitholdersé cap
2009 and trust units were exchanged for common shares of Bellatrix.

2. BASIS OF PREPARATION AND ACCOUNTING POLICIES

These condensed consolidated interim financial statements are unaudited and in accordance with International
Accounting St anidfalrrdt e(riilnmA SFEi) n g3ddc ehavel be@epreparet iising accounting policies
consistent with International Financial Reporti ng Standards (Al FRSO) as 1issued [
Standards Board (Al ASBO) and interpretation of t he I ntern
(Al FRTIC&®&9e are the Companybs first inlfiRaRctl statemedte nsed consol i dat

These condensed consolidated interim financial statements a
consolidated annual financial statements for the year ended December 31, 2011. Previously, the Company prepared

its consolidated annual and consolidated interim financial statements in accordance with Canadian Generally
Accepted Accounting Pr i n c Previous SGAAP idifferse im isame @reass fomPlBRS. The

comparative figures from 2010 have been restated to reflect these adjustments, and are in accordance with IFRS 17

i Fi-trisme Adoption of Il FRSO. Certain information and footno
understanding of the Companyds i ntemoimally ihduded mcannaal finatiaht e me n t
statements prepared in accordance with IFRS are provided in note 19 along with reconciliation and descriptions of the

effect of the transition from Previous GAAP to IFRS on equity, earnings and comprehensive income.

The interim consolidated financial statements of the Company were authorized by the Board of Directors on November
9, 2011.

The preparation of financial statements in accordance with IAS 34 requires the use of certain critical accounting
estimates. It requires management to make estimates and assumptions that affect the amounts reported in the
consolidated interim financial statements and accompanying notes. Actual results may differ from these estimates.

The consolidated financial statements are presented i n Canadi an doll ar s, the Company
have been prepared on the historical cost basis except for derivative financial instruments and liabilities for cash-
settled share-based payment arrangements measured at fair value. The condensed consolidated financial statements

have, in managementds opinion, been properly pofenpterializ.d usi n¢
These are within the framework of the same significant policies, critical judgments, accounting estimates and methods
of computation as the consolidated interim financial statements for the three months ended March 31, 2011, except as
noted below. These interim condensed consolidated financial statement note disclosures do not include all of those
required by IAS 17 iPr esent ati on enfentsé( fhlaA Sapplidable,Sar annual financial statements.

Accordingly, these interim consolidated financial statements should be read in conjunction with the Company 6s f i r

'ds)
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IFRS consolidated financial statements and the notes thereto as at and for the three months ended March 31, 2011,
which are in compliance with IAS 1.

The standards that will be effective or available for voluntary early adoption in the financial statements for the year
ending December 31, 2011 are subject to change and may be affected by additional interpretation(s). Accordingly, the
accounting policies will be finalized when the first annual IFRS financial statements are prepared for the year ending
December 31, 2011. In addition to the accounting policies described below, the accounting policies the Company
expects to adopt in its financial statements as at and for the year ended December 31, 2011 are disclosed in Note 3 of
the Companyds interim Cons ol tadddar teedthrde monthsiendeéiMarcls31,a201é. ment s as

Deferred Share Unit Plan

The Companyds Def er the Siiskécauntdd)oi as a dshaattled share based payment plan in
accordance with IFRS 27 fi Sh ébraes e d P a ynrwhichtthe fair value of the amount payable under the Plan is
recognized as an expense with a corresponding increase in liabilities. The liability is re-measured at each reporting
date and at settlement date. Any changes in the fair value of the liability are recognized in profit or loss. The
Companyds common share price is used to fair value the |iab

NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED

The following pronouncements from the IASB are applicable to Bellatrix and will become effective for future reporting
periods, but have not yet been adopted:

IFRS 101 fConsolidated Financial Statementsdo ( il FRS teQuirés an entity toacdnsolidate an investee when
it is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those
returns through its power over the investee. Under existing IFRS, consolidation is required when an entity has the
power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. This
standard replaces SIC-12 i fConsolidationd Special Purpose Entitiesé and parts of IAS 27 i fConsolidated and
Separate Financial Statements.0

IFRS 117 foint Arrangementso( il FRS 110) , requires a venturer to classify
venture or joint operation, each having its own accounting model. Joint ventures will be accounted for using the equity

method of accounting whereas for a joint operation the venture will recognize its share of the assets, liabilities,

revenue and expenses of the joint operation. The standard provides for a more substance based reflection of joint
arrangements by focusing on the rights and obligations of the arrangement, rather than its legal form. IFRS 11

replaces IAS 317 finterests in Joint Venturesd a n d13 5 fiJdihtly Controlled Entitiesd Non-monetary Contributions

by Venturersoand establishes principles for accounting for all joint arrangements.

IFRS 12 i fDisclosure of Interests in Other Entitiesd  ( A 126 R§ablikhes disclosure requirements for interests in
other entities, such as joint arrangements, associates, special purpose vehicles and off balance sheet vehicles. The
standard carries forward existing disclosures and also introduces significant additional disclosure requirements that
address the nature of, and risks associated with, an entity

Amendments have been made to existing standards, including IAS 27 i fSeparate Financial Statementso6 ( Al AS 27 0)
and IAS 28 i finvestments in Associates and Joint Ventureso  ( fi | A SIAS22¥ cajldresses accounting for

subsidiaries, jointly controlled entities and associates in non-consolidated financial statements. IAS 28 has been

amended to include joint ventures in its scope and to address the changes in IFRS 10 to 12.

The above standards are effective for annual periods beginning on or after January 1, 2013. Early adoption is
permitted, providing the five standards are adopted concurrently. We are currently evaluating the impact of adopting
these standards on our Consolidated Financial Statements.

IFRS 13 i fFair Value Measuremento ( i | F RiSa cbrBpeehensive standard for fair value measurement and
disclosure requirements for use across all IFRSs. The new standard clarifies that fair value is the price that would be
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received to sell an asset, or paid to transfer a liability in an orderly transaction between market participants, at the
measurement date. It also establishes disclosures about fair value measurement. Under existing IFRS, guidance on
measuring and disclosing fair value is dispersed among the specific standards requiring fair value measurements and
in many cases does not reflect a clear measurement basis or consistent disclosures. IFRS 13 is effective for annual
periods beginning on or after January 1, 2013 and applies prospectively from the beginning of the annual period in
which the standard is adopted. Early adoption is permitted. We are currently evaluating the impact of adopting IFRS 13
on our Consolidated Financial Statements.

IFRS91T AnFi nanci al Il nstrumentso, whi ch i s t he r e slack 1AS 89f
AFinanci al I nstrument s: Recognition and Measuremento.
and measurement models for financial assets and liabilities with a single model that has only two classification
categories: amortized cost and fair value. This standard is effective for annual periods beginning on or after January
1, 2013 with different transitional arrangements depending on the date of initial application. We are currently
evaluating the impact of adopting IFRS 9 on our Consolidated Financial Statements.

In June 2011, the IASB issued an amendmentto IAS 17T iPr esent ation of Financi al
companies to group items presented within Other Comprehensive Income based on whether they may be
subsequently reclassified to profit or loss. This amendment to IAS 1 is effective for annual periods beginning on or
after July 1, 2012 with full retrospective application. Early adoption is permitted. We have yet to assess the full impact
of adopting this amendment on its consolidated financial statements.

EXPLORATION AND EVALUATION ASSETS

($000s)

Deemed cost (note 19)

Balance, January 1, 2010 $ 20,542

Additions 481

Transfer to oil and natural gas properties (1,809)
Disposals” (679)
Balance, December 31, 2010 18,535

Additions 15,793

Transfer to oil and natural gas properties (1,450)
Disposals” (469)
Balance, September 30, 2011 $ 32,409

" Disposals include swaps.

the f
The n
St ate

Exploration and evaluation Cofmp&a&my)dsaexptl oradbnenstprofedthe

determination of proven or probable reserves. For the nine months ended September 30, 2011 $1.5 million was
transferred to property, plant, and equipment.
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5. PROPERTY, PLANT AND EQUIPMENT

($000s)
Oil and Office
natural gas furniture and

properties equipment Total
Deemed cost (note 19)
Balance, January 1, 2010 $ 388,276 $ 1,748 $ 390,024
Additions 112,145 488 112,633
Transfer from exploration and evaluation assets 1,809 - 1,809
Disposals’ (17,630) - (17,630)
Balance, December 31, 2010 484,600 2,236 486,836
Additions 125,021 222 125,243
Transfer from exploration and evaluation assets 1,450 - 1,450
Disposals” (6,597) - (6,597)
Balance, September 30, 2011 $ 604,474 $ 2,458 $ 606,932
Accumulated Depletion, Depreciation and Impairment losses
Balance, January 1, 2010 (note 19) $ 43,193 $ 602 $ 43,795
Charge for time period 47,650 251 47,901
Impairment loss 6,489 121 6,610
Impairment loss reversal (9,648) (200) (9,848)
Disposals’ (1,202) - (1,202)
Balance, December 31, 2010 $ 86,482 $ 774 $ 87,256
Charge for time period 45,538 226 45,764
Impairment loss 14,496 55 14,551
Disposals” (692) - (692)
Balance, September 30, 2011 $ 145,824 $ 1,055 $ 146,879
! Disposals include swaps.
Carrying amounts
At January 1, 2010 $ 345,083 $ 1,146 $ 346,229
At December 31, 2010 $ 398,118 $ 1,462 $ 399,580
September 30, 2011 $ 458,650 $ 1,403 $ 460,053

Bellatrix has included $159.8 million (2010: $90.1 million) for future development costs and excluded $34.9 million
(2010: $27.9 million) for estimated salvage from the depletion calculation during the three months ended September
30, 2011.

For the nine month period ended September 30, 2011, the Company capitalized $2.7 million (2010: $1.5 million) of
general and administrative expenses and $0.9 million (2010: $0.6 million) of share-based compensation expense
directly related to exploration and development activities.

Bellatrixdés credit f a all of ithe iassets ofatheeCorpoeation byead $409 gndlionn delienture
containing a first ranking charge and security interest. The Corporation has provided a negative pledge and
undertaking to provide fixed charges over major petroleum and natural gas reserves in certain circumstances.

Effective September 22, 2011, Bellatrix sold its Meekwap, Alberta property (which forms a part of the Meekwap CGU)
for net proceeds of $4.2 million. The Company recognized a $1.6 million gain on the disposition which was partially
offset by $0.1 million losses on other minor prior period property dispositions.

As at September 30, 2011, Bellatrix performed an impairment test in accordance with IAS 36 resulting in an excess of
the carrying value of twvonon-cor e CGUs over their r ecov e SauhlEast Atberta CAGU . The
and the remaining properties in its Meekwap CGU were impaired by $13.5 million and $1.1 million, respectively,
resulting in a non-cash $14.6 million impairment loss recognized in the third quarter of 2011. Bellatrix engaged an
external reserve evaluator to prepare an updated corporate reserve report effective June 30, 2011. Overall corporate
proved and probable reserve volumes increased significantly in comparison to the prior reserve evaluation report
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effective December 31,2010as a resul t of tdsfel drilimgmprpgamyndtscore WestcCentral Alberta

properties. However, the reserves in respect of the South East Alberta CGU and remaining properties within the

Meekwap CGU were subject to significant reductions resulting in an indicator of impairment. The reduction in the

reserves for these CGUs was predominantly due to weak future natural gas prices which truncated the reserves. The

recoverable amount of these CGUs therefore decreased as a result of this reduction in the reserve base used in the

impairment test. The recoverable amount of the CGUs was estimated by applying a fair value metric to the
corresponding CGUbds proved and probable reserves. The f ai
transactions on oil and gas properties similar to those owned by Bellatrix. Increasing the fair value metric applied to

the South East Alberta CGU by $1 would decrease the impairment by approximately $0.5 million. No reserves have

been assigned to the remaining properties withintheCompany és Meekwap CGU.

IAS 36 requires impairment losses to be reversed when there has been a subsequent increase in the recoverable
amount. In the case of an impairment loss reversal, the carrying amount of the asset or CGU is limited to the original
carrying amount less depreciation, depletion and amortization as if no impairment had been recognized for the asset
or CGU for prior periods.

DEFERRED LIABILITY ON FLOW-THROUGH SHARES

On August 12, 2010, Bellatrix issued 4,710,000 common shares on a flow-t hr ou g h b aTerough Shdaiesd at w
$4.25 each. As a result of the Flow-Through Shares, the Company is committed to incur $20.0 million of Canadian
ExploratonEx penses (ACEEO0O) on or before December 31, 2011.

Bellatrix has recognized a deferred liability based on the premium received on the Flow-Through Shares compared to

the Company6s closing shar e prThecdeferrednliabilithie dedeaogrezedes$ thetGEE i s s u a
expenditures are incurred by the Company. For the nine months ended September 30, 2011, the Company has

satisfied approximately $17.7 million of its $20.0 million commitment; as a result, the deferred liability has been

reduced to $0.4 million and a deferred tax expense of $1.4 million has been recognized. Bellatrix expects to meet the

remaining $2.3 million commitment before December 31, 2011.

LONG-TERM DEBT

($000s) September 30, 2011 December 31, 2010
Operating facility $ 5,379 $ 6,172
Revolving term facility 32,000 35,000
Balance, end of period $ 37,379 $ 41,172

The Companyds cr edia$l5ndlion demand opesating tacilisy prevideddy a Canadian bank and a
$125 million extendible revolving term credit facility provided by a Canadian bank and a Canadian financial institution.
Amounts borrowed under the credit facility will bear interest at a floating rate based on the applicable Canadian prime
rate, U.S. base rate or LIBOR rate, plus between 1.00% and 3.50%, depending on the type of borrowing and the
Companyo0s debt Thearedi fadlities areasecured.by a $400 million debenture containing a first ranking
charge and security interest. Bellatrix has provided a negative pledge and undertaking to provide fixed charges over
major petroleum and natural gas reserves in certain circumstances. A standby fee is charged of between 0.50% and
0.875% on the undrawn portion of the credit facilities, dependingont he Companydéds debt to cash f

The revolving period for the revolving term credit facility will end on June 26, 2012, unless extended for a further 364 i
day period. Should the facility not be extended it will convert to a non-revolving term facility with the full amount
outstanding due 366 days after the last day of the revolving period of June 26, 2012. The Companyds borroc

46



will be subject to re-determination on November 30, 2011. Thereafter, a semi-annual re-determination of the borrowing
base will occur on May 30 and November 30 in each year prior to the maturity date.

Payment will not be required under the revolving term facility for more than 365 days from September 30, 2011 and as
there is sufficient availability under the revolving term credit facility to cover the operating facility, the entire amounts
owing on the credit facilities have been classified as long-term.

Pursuantto Bel | at r i x 6 s , ther Gomhpany isfparmitied {o tpay éhe semi-annual interest payments on the
debentures, and payments by the Company to debenture holders in relation to the redemption of debentures and in
relation to debenture normal course issuer bids approved by the Toronto Stock Exchange, provided that the aggregate
of all such normal course issuer bids and redemptions do not exceed $10.0 million in any fiscal year.

As at September 30, 2011, approximately $102.6 million was not drawn under the existing facilities and Bellatrix was
fully compliant with all of its operating debt covenants.

CONVERTIBLE DEBENTURES

The following table sets forth a reconciliation of the conver ti bl e unsecured subdd3%i nated
Debentureso)

Convertible debentures

($000s except number of debentures) 4.75%
Number of Debentures

Balance, December 31, 2010 and September 30, 2011 55,000
Debt Component

Balance, December 31, 2010 $ 47,599
Accretion 1,093
Balance, September 30, 2011 $ 48,692
Equity Component

Balance, December 31, 2010 and September 30, 2011 $ 4,378

FINANCE LEASE OBLIGATION

Bellatrix entered into an agreementwi t h a certai n | oi ntforthe nse of cestain(fatilitiesiwhich Vent u
will expire in year 2030 or earlier if certain circumstances are met. At the end of the term of the agreement, ownership

of the facilities is transferred to the Company. The agreement is accounted for as a finance lease in accordance with

International Accounting Standard 1771 iLeases 0. Ammarce lease at September 30, 2011 totaled $1.6

million with accumulated depreciation of $0.2 million.
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The following is a schedule of future minimum lease payments under the finance lease obligation:

Period ending September 30, ($000s)
2012 $ 367
2013 351
2014 335
2015 318
2016 286
Thereafter 1,307
Total lease payments 2,964
Amount representing implicit interest at 15.28% (1,483)

1,481
Current portion of finance lease obligation (151)
Finance lease obligation $ 1,330

10. DECOMMISSIONING LIABILITIES

The Companyds decommi ssioning |iabilities result from net
including well sites, gathering systems and processing faciliies. The Company estimates the total undiscounted

amount of cash flows required to settle its decommissioning liabilities is approximately $41.5 million which will be

incurred between 2013 and 2053. A risk-free rate between 0.88% - 2.7% percent and an inflation rate of 2 percent

were used to calculate the fair value of the decommissioning liabilities.

($000s) Nine months ended Year ended
September 30, 2011 December 31, 2010
Balance, beginning of period (note 19) $ 38,710 $ 39,001
Incurred on development activities 1,364 2,140
Revisions on estimates 2,843 1,182
Reversed on dispositions (326) (3,302)
Settled during the period (383) (1,373)
Accretion expense 710 1,062
Balance, end of period $ 42,918 $ 38,710
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11. SHAREHOLDERS® EQUI TY
Common Shares

Bellatrix is authorized to issue an unlimited number of common shares. All shares issued are fully paid and have
no par value. The common shareholders are entitled to dividends declared by the Board of Directors; Bellatrix
does not anticipate paying dividends.

Nine months ended Year ended
September 30, 2011 December 31, 2010
Amount Amount
Number ($000s) Number ($000s)
Common shares, opening balance 97,446,026 $ 316,779 78,809,039 $ 257,629
Shares issued for cash, net of transaction
costs and tax effect of $0.8 million 9,822,000 52,734 18,350,000 62,358
Premium on flow-through shares classified as
a deferred liability - - - (3,768)
Shares issued on exercise of options 123,272 362 286,987 434
Contributed surplus transferred on
exercised options - 147 - 126
Balance, end of period 107,391,298 $ 370,022 97,446,026 $ 316,779

On May 11, 2011, Bellatrix closed an equity issuance of 9.8 million common shares on a bought deal basis at a
price of $5.60 per share for gross proceeds of $55.0 million (net proceeds of $51.9 million after transaction costs
and before tax effect).

12. SHARE-BASED COMPENSATION PLANS
a. Share Option Plan

Bellatrix has a share option plan where the Company may grant share options to its directors, officers, employees

and service providers. Under this plan, the exercise price of each share option is not less than the volume
weighted average trading price of tingdaysGomagiately précedingthear e pr i
date of grant. The maximum term of an option grant is five years. Option grants are non-transferable or

assignable except in accordance with the share option plan and the holding of share options shall not entitle a

holder to any rights as a shareholder of Bellatrix. Share options, entitling the holder to purchase common shares

of the Company, have been granted to directors, officers, employees and service providers of Bellatrix. One third

of the initial grant of share options normally vests on each of the first, second, and third anniversary from the date

of grant.

During the nine months ended September 30, 2011, Bellatrix granted 2,324,000 (2010: 2,058,500) share options.
During the nine months ended September 30, 2011, the Company recorded share-based compensation of $3.0
million, of which $0.6 mi | | i on r el ated t o t $09 millionnvasacapytalized tOBoPety, plantn d
and equipment.
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The fair values of all share options granted are estimated on the date of grant using the Black-Scholes option-

pricing model. The weighted average fair market value of share options granted during the nine months ended
September 30, 2011 and the weighted average assumptions used in their determination are as noted below:

September 30, 2011

Inputs:

Share price 5.29
Exercise price 5.29
Risk free interest rate (%) 1.90
Option life (years) 3.69
Option volatility (%) 65
Results:

Weighted average fair value of each share option granted 2.55

Bellatrix calculates volatility based on historical share price. Bellatrix incorporates an estimated forfeiture rate
between 3% to 10% (2010: 3% to 10%) for stock options that will not vest, and adjusts for actual forfeitures as

they occur.

In the nine months ended September 30, 2011, a total of 123,272 options (2010: 42,827) were exercised; the
weighted average share trading price for the nine months ended September 30, 2011 was $5.19 (2010: $3.66).

The following tables summarize information regardingBe | | at r i x 0 s

Share Options Continuity

Share

Option Pl an:

Weighted Average Price Number
Balance, December 31, 2010 $ 2.69 5,823,377
Granted $ 5.29 2,324,000
Exercised $ 294 (123,272)
Forfeited and cancelled $ 4.26 (193,174)
Balance, September 30, 2011 $ 3.42 7,830,931

As of September 30, 2011, a total of 9,352,754 share options were reserved leaving an additional 1,521,823
available for future grants. Subsequent to September 30, 2011, the Company received TSX approval for an

additional reserve of 1,386,375 share options.
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Share Options Outstanding, September 30, 2011

Outstanding Exercisable
Weighted
Weighted Average
At Average Remaining At
Exercise Price Sept. 30, 2011 Exercise Price Contractual Life Sept. 30, 2011 Exercise Price
$ 0.65-% 0.83 318,518 $ 070 25 203,539 $ 0.70
$ 1.07-% 1.50 873,068 $ 1.36 2.6 527,422 $ 138
$ 1.64-% 2.00 1,726,844 $ 1.88 2.6 1,051,522 $ 188
$ 247-% 3.94 2,233,001 $ 364 3.1 950,646 $ 334
$ 3.98-% 5.57 2,679,500 $ 522 4.1 397,500 $ 493
$ 0.65-% 5.57 7,830,931 $ 3.42 3.3 3,130,629 $ 255
Deferred Share Unit Plan
On May 11, 2011, the Directors of BelUnatr iPXx ampgMia\hed Pd abio

di Shar e
receive, on a deferred payment basis, a cash payment equivalent to the volume weighted average trading price of
the Company 6 s t he trading days i
Participants of the Plan may also elect to receive their annual remuneration in the form of DSUs. Subject to
Toronto Stock Exchange and shareholder approval, Bellatrix may elect to deliver common shares from treasury in
satisfaction in whole or in part of any payment to be made upon the redemption of the DSUs. The DSUs vest
immediately and must be redeemed by December 1* of the calendar year immediately following the year in which
the participant ceases to hold all positions with Bellatrix or earlier if the participant elects to have the DSUs
redeemed at an earlier date (provided that the DSUs may not be redeemed prior to the date that the participant
ceases to hold all positions with Bellatrix). On a go forward basis, it is intended that in the event of a share based
award, non-employee directors would receive DSU grants instead of share option grants as has been the past

Company may grant to non-e mp|l oy ee rectors Deferred

common shares for five

practice.

During the nine months ended September 30, 2011, the Company granted 156,934 DS UG®& s
outstanding. For the nine months ended September 30, 2011, Bellatrix recorded approximately $0.6 million of

share based compensation expense and a corresponding liability relatedtot he Company 6 s

13. SUPPLEMENTAL CASH FLOW INFORMATION

Change in Non-cash Working Capital

Three months ended Nine months ended

($000s) September 30, September 30,
2011 2010 2011 2010
Changes in non-cash working capital
items:
Accounts receivable $ 9,740 $ (7,146) $ 4,955 $ (9,112)
Deposits and prepaid expenses 753 638 667 1,633
Accounts payable and accrued liabilities 12,851 7,888 10,386 11,165
$ 23,344 $ 1,380 $ 16,008 $ 3,686
Changes related to:
Operating activities $ 3,972 $ (2572) $ 3,832 $ 1,794
Financing activities 546 577 639 1,170
Investing activities 18,826 3,375 11,537 722
$ 23,344 $ 1,380 $ 16,008 $ 3,686
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14.

INCOME TAXES

Bellatrix is a corporation as defined under the Income Tax Act (Canada) and is subject to Canadian federal and
provincial taxes. Bellatrix is subject to provincial taxes in Alberta, British Columbia and Saskatchewan as the

Company operates in those jurisdictions.

Deferred taxes reflect the tax effects of differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts reported for tax purposes. As at September 30, 2011, Bellatrix has approximately
$499 million in tax pools available for deduction against future income. Included in this tax basis are estimated non-

capital loss carry forwards of approximately $10 million that expire in years through 2027.

The provision for income taxes differs from the expected amount calculated by applying the combined Federal and
Provincial corporate income tax rate of 26.5% (2010: 28.06%) to loss before taxes. This difference results from the

following items:

Nine months ended September 30,

($000s) 2011 2010
Expected income tax expense (recovery) $ 3,297 $ (1,523)
Share based compensation expense 397 314
Change in tax rates (293) 599
Flow-through shares 1,360 -
Other 33 109
Deferred tax expense (recovery) $ 4,794 $ (501)

The components of the net deferred tax asset at September 30 are as follows:

($000s) 2011
Deferred income tax liabilities:
Equity component of 4.75% Debentures $ (1,170)
Petroleum and natural gas properties (5,814)
Commodity contract assets (2,078)

Deferred income tax assets:

Commodity contract liability 211
Future site restoration / decommissioning liabilities 10,787
Share issue costs 1,174
Non-capital losses 2,650
Attributed Canadian Royalty Income 1,209
Other 540
Deferred income tax asset $ 7,509
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15. FINANCE INCOME AND EXPENSES

Three months ended
September 30,

Nine months ended
September 30,

16.

17.

($000s) 2011 2010 2011 2010
Finance expense
Interest on long-term debt $ 696 $ 456 $ 2,253 $ 1,672
Interest on convertible debentures 658 577 1,953 2,798
Accretion on convertible debentures 376 340 1,093 1,296
Accretion on decommissioning liabilities 173 244 710 786
Finance expense $ 1,903 $ 1,617 $ 6,009 $ 6,552

PER SHARE AMOUNTS

The calculation of basic earnings per share for the three and nine months ended September 30, 2011 was based on a
profit of $0.8 million (2010 loss: $2.5 million) and $7.6 million (2010 loss: $4.9 million), respectively.

Three months ended Nine months ended

September 30, September 30,

2011 2010 2011 2010
Basic common shares outstanding 107,391,298 97,201,866 107,391,298 97,201,866
Dilutive effect of:
Share options outstanding 7,830,931 6,155,872 7,830,931 6,155,872
Shares issuable for convertible debentures 9,821,429 9,821,429 9,821,429 9,821,429
Diluted common shares outstanding 125,043,658 113,179,167 125,043,658 113,179,167
Weighted average shares outstanding 107,391,070 94,999,409 102,664,721 93,586,167
Dilutive effect of share options and convertible
debentures @ 2,001,690 - 2,450,285 -
Diluted weighted average shares outstanding 109,392,760 94,999,409 105,115,006 93,586,167

(1) For the three and nine month period ended September 30, 2011 a total of 5,829,241 (2010: 6,155,872) and 5,380,646 (2010:
6,155,872) share options, respectively, were excluded from the calculation as they were not dilutive. A total of 9,821,429 (2010:
9,821,429) common shares issuable pursuant to the conversion of the convertible debentures were excluded from the
calculation for the three and nine month period ended September 30, 2011 as they were not dilutive.

COMMITMENTS

As at September 30, 2011, Bellatrix committed to drill 5 gross (3.94 net) wells pursuant to farm-in agreements.
Bellatrix expects to satisfy these drilling commitments at an estimated cost of approximately $13.5 million. In addition,
on February 1, 2011, Bellatrix entered into a joint venture agreement which includes a minimum commitment for the
Company to drill 3 gross (3.0 net) wells per year for 2012 to 2016 for a total estimated cost of approximately $52.5
million. On August 4, 2011, Bellatrix entered into a joint venture agreement which includes a minimum commitment for
the Company to drill between 5 to 10 gross and net wells per year for 2012 to 2016 for a total of 40 gross and net wells
at an estimated total cost of approximately $140.0 million.

As a result of the issuance of the Flow-Through Shares on August 12, 2010, Bellatrix is committed to incur
approximately $20.0 million in CEE on or before December 31, 2011. As of September 30, 2011, the Company has
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incurred approximately $17.7 million on CEE, reducing its remaining commitment to $2.3 million. Bellatrix expects to
meet the remaining $2.3 million commitment before December 31, 2011.

. FINANCIAL RISK MANAGEMENT

a. Creditrisk

As at September 30, 2011, accounts receivable was comprised of the following:

Not past due

(less than 90 Past due (90

Aging ($000s) days) days or more) Total
Joint venture and other trade accounts receivable 9,010 4,243 13,253
Amounts due from government agencies 148 1,005 1,153
Revenue and other accruals 16,697 1,516 18,213
Cash call receivables - 253 253
Plant revenue allocation receivable - 2,855 2,855
Less: Allowance for doubtful accounts - (1,182) (1,182)
Total accounts receivable 25,855 8,690 34,545
Less:
Accounts payable due to same partners (1,378) (584) (1,962)
Subsequent receipts (17,824) (391) (18,215)

6,653 7,715 14,368

Amounts due from government agencies include GST, royalty and other adjustments. Plant revenue allocation
receivable includes amounts under dispute over plant revenue allocations, net of expenses, from an operator. The
Company has commenced legal action for collection of these amounts. Accounts payable due to same partners
includes amounts which may be available for offset against certain receivables.

Cash calls receivables consist of advances paid to joint interest partners for capital projects.

The carrying amount of accounts receivable and derivative assets represents the maximum credit exposure. The
Company has an allowance for doubtful accounts as at September 30, 2011 of $1.2 million.
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b. Liquidity risk

The following are the contractual maturities of financial liabilities as at September 30, 2011:

Financial liability ($000s) <1 Year 1-2 Years 2-5 Years Thereafter
Accounts payable and accrued liabilities™ $ 53,762 $ - $ - $ -
Commodity contract liability 598 199 - -
Bank debt i principal® - 37,379 - -
Convertible debentures i principal - - 55,000 -
Convertible debentures i interest® 2,620 2,612 4,130 -
Finance lease obligation 367 351 939 1,307
Total $ 57,347 $ 40,541 $ 60,069 $ 1,307

D As at September 30, 2011, $1.1 million of accrued coupon interest payable in relation to the 4.75% Debentures and $0.01 million
of accrued interest payable in relation to the credit facilities is included in Accounts Payable and Accrued Liabilities.
@ Bank debt is based on a revolving term which is reviewed annually and converts to a 366 day non-revolving facility if not renewed.
) The 4.75% Debentures outstanding at September 30, 2011 bear interest at a coupon rate of 4.75%, which currently requires total
annual interest payments of $2.6 million.

Interest due on the bank credit facility is calculated based upon floating rates.
c. Commodity price risk

Commaodity price risk is the risk that the fair value or future cash flows will fluctuate as a result of changes in
commodity prices. Commodity prices for petroleum and natural gas are impacted by not only the relationship between
the Canadian and United States dollar, as outlined above, but also world economic events that dictate the levels of
supply and demand.

The Company utilizes both financial derivatives and physical delivery sales contracts to manage commodity price
risks. All such transactions are conducted in accordance with the commaodity price risk management policy that has
been approved by the Board of Directors.

The C o mp a nfgrmdas commodity price risk management policy permits management to use specified price risk
management strategies including fixed price contracts, costless collars and the purchase of floor price options, other
derivative financial instruments, and physical delivery sales contracts to reduce the impact of price volatility and ensure
minimum prices for a maximum of eighteen months beyond the current date. The program is designed to provide price
protection on a portion of the Companyd s f ut ure production in the event o
retaining significant exposure to upside price movements. By doing this, the Company seeks to provide a measure of
stability to cash flows from operating activities, as well as, to ensure Bellatrix realizes positive economic returns from
its capital developments and acquisition activities.
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As at September 30, 2011, the Company had entered into commodity price risk management arrangements as

follows:
Type Period Volume Price Floor Price Ceiling Index
Oil fixed January 1, 2011 to Dec. 31, 2011 1,000 bbl/d $ 88.18 CDN $ 88.18 CDN WTI
Oil fixed January 1, 2011 to Dec. 31, 2011 500 bbl/d $ 89.00 CDN $ 89.00 CDN WTI
Oil fixed January 1, 2011 to Dec. 31, 2011 500 bbl/d $ 89.10US $ 89.10US WTI
Oil fixed February 1, 2011 to Dec. 31, 2011 500 bbl/d $ 95.00US $ 95.00US WTI
Oil fixed March 1, 2011 to Dec. 31, 2011 500 bbl/d $ 97.50US $ 97.50US WTI
Oil fixed January 1, 2012 to Dec. 31,2012 1,000 bbl/d $ 90.00 CDN $ 90.00 CDN WTI
Oil fixed January 1, 2012 to Dec. 31, 2012 1,000 bbl/d $ 90.49 CDN $ 90.49 CDN WTI
Oil call option January 1, 2012 to Dec. 31, 2012 833 bbl/d - $ 110.00 US WTI
Natural gas fixed April 1, 2011 to Oct. 31,2011 5,000 GJ/d $ 3.87CDN $ 3.87CDN AECO
Natural gas fixed April 1, 2011 to Oct. 31, 2011 5,000 GJ/d $ 3.65CDN $ 3.65CDN AECO
Natural gas fixed April 1, 2011 to Oct. 31, 2011 5,000 GJ/d $ 3.805 CDN $ 3.805 CDN AECO
Natural gas fixed April 1, 2011 to Oct. 31,2011 5,000 GJ/d $ 3.80CDN $ 3.80CDN AECO
Natural gas fixed May 1, 2011 to Dec. 31, 2011 5,000 GJ/d $ 6.30 CDN $ 6.30 CDN AECO

In November 2011, Bellatrix entered into an additional crude oil fixed price swap for 1,000 bbl/d for the period of
January 1, 2012 to December 31, 2012 at a price of CDN $96.40/bbl.

d.Interest rate risk

The Company had no interest rate swap or financial contracts in place as at or during the nine months ended
September 30, 2011.

e. Capital management

The Company's policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence
and to sustain the future development of the business. The Company manages its capital structure and makes
adjustments to it in the light of changes in economic conditions and the risk characteristics of the underlying petroleum
and natural gas assets. The Company considers its capital structure to include shareholdersé equi ty,,
convertible debentures and working capital. In order to maintain or adjust the capital structure, the Company may from
time to time issue common shares, issue convertible debentures, adjust its capital spending, and/or dispose of certain
assets to manage current and projected debt levels.

bank

The Company monitors capital based on the ratio of total net debt to annualized fundsf | ow (t he #@Aratioo).

calculated as total net debt, defined as outstanding bank debt, plus the liability component of convertible debentures,
plus or minus working capital (excluding commodity contract assets and liabilities and current finance lease obligation),
divided by funds flow from operations (cash flow from operating activities before changes in non-cash working capital
and deductions for decommissioning costs) for the most recent calendar quarter, annualized (multiplied by four). The
total net debt to annualized funds flow ratio may increase at certain times as a result of acquisitions, fluctuations in
commodity prices, timing of capital expenditures and other factors. In order to facilitate the management of this ratio,
the Company prepares annual capital expenditure budgets which are reviewed and updated as necessary depending
on varying factors including current and forecast prices, successful capital deployment and general industry conditions.
The annual and updated budgets are approved by the Board of Directors. Bellatrix does not pay dividends.

On May 11, 2011, Bellatrix c¢closed an equity issuance on a
flexibility.
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The Co mpagtgrih strategy is to target a total net debt to annualized funds flow ratio of 1.2 times. As at
September 30, 2011t h e Co mp a rofytdiasnetrdebt td amnualized funds flow based on third quarter results was
1.1 times. The total net debt to annualized funds flow ratio as at September 30, 2011 is comparable to the September
30, 2010 ratio of 1.2 times although the total net debt levels as at September 30, 2011 are higher than the total net
debt levels as at September 30, 2010, the ratio for the for the 2011 third quarter is offset by the increase in funds flow
from operations primarily due to increased sales volumes and higher overall commodity pricing for crude oil,
condensate and natural gas liquids. Bellatrix expects the total net debt to annualized funds flow ratio to increase
slightly as the Company executes the remaining portion of its capital expenditure program. The total net debt to
annualized funds flow as at September 30, 2011, of 1.1 times increased in comparison to the ratio of 0.9 times as at
June 30, 2011 as total net debt levels increased as the Company focused on its drilling program. Bellatrix continues to
take a balanced approach to the priority use of funds flows. The 4.75% Debentures have a maturity date of April 30,
2015. Upon maturity, the Company may settle the principal in cash or issuance of additional common shares.

Excluding the 4.75% Debentures, net debt to annualized funds flow based on third quarter results was 0.6 times.

Bellatrixés capital structure and calculation of total

Company is as follows:

Three months ended Nine months ended

September 30, September 30,
($000s, except where noted) 2011 2010 2011 2010
Sharehol dersdéd equity 360,846 296,651 360,846 296,651
Long-term debt 37,379 28,522 37,379 28,522
Convertible debentures (liability component) 48,692 47,246 48,692 47,246
Working capital deficiency 15,265 1,369 15,265 1,369
Total net debt ™ at period end 101,336 77,137 101,336 77,137
Debt to funds flow from operations ratio (annualized)(z)
Funds flow from operations (annualized) 95,856 65,368 85,489 49,533
Total net debt'” to periods funds flow from operations
ratio (annualized) 1.1x 1.2x 1.2x 1.6x
Net debt™ (excluding convertible debentures)
at quarter end 52,644 29,891 52,644 29,891
Net debt to periods funds flow from operations ratio
(annualized) 0.6x 0.5x 0.6x 0.6x
Debt to funds flow from operations ratio (trailing)
Funds flow from operations ratio trailing 80,459 44,831 80,459 44,831
Total net debt™” to periods funds flow from operations trailing 1.3x 1.7x 1.3x 1.7x
Net debt'” (excluding convertible debentures) to funds flow
from operations for the period 0.7x 0.7x 0.7x 0.7x

@ Net debt and total net debt are considered non-GAAP t er ms . The Companydés <calculation

component of convertible debentures and excludes deferred liabilities, long-term commodity contract liabilities, decommissioning
liabilities, long-term finance lease obligation and the deferred tax liability. Net debt and total net debt include the net working capital
deficiency (excess) before short-term commodity contract assets and liabilities and current finance lease obligation. Net debt also
excludes the liability component of convertible debentures.

@ Funds flow from operations is a non-GAAP term. Debt to funds flow from operations ratio annualized is calculated based upon
third quarter and year to date funds flow from operations annualized.

@ Trailing periods funds flow from operations is based on the twelve-months period ended September 30, 2011 and September 30,
2010.
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The Companyd sredit facility is based on petroleum and natural gas reserves (see note 7). The credit facility outlines
limitations on percentages of forecasted production, from external reserve engineer data, which may be hedged
through financial commaodity price risk management contracts.

f. Fair value of financial instruments

The C o mp a nfigadckal instruments as at September 30, 2011 include accounts receivable, deposits, commodity
contract asset, accounts payable and accrued liabilities, long-term debt and convertible debentures. The fair value of
accounts receivable, deposits, accounts payable and accrued liabilities approximate their carrying amounts due to
their short-terms to maturity.

The fair value of commodity contracts is determined by discounting the difference between the contracted price and
published forward price curves as at the balance sheet date, using the remaining contracted petroleum and natural
gas volumes. The fair value of commodity contracts as at September 30, 2011 was a net asset of $7.0 million (2010
liability: $3.7 million). The commodity contracts are classified as level 2 within the fair value hierarchy.

Long-term bank debt bears interest at a floating market rate and the credit and market premiums therein are indicative
of current rates; accordingly the fair market value approximates the carrying value.

The fair value of the 4.75% Debentures of $50.7 million is based on exchange traded values. The 4.75% Debentures
are classified as level 1 within the fair value hierarchy.

. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

On February 13, 2008 the CICA Accounting Standards Board announced that Canadian public reporting issuers will be
required to report under IFRS, replacing Canadian GAAP for years beginning on or after January 1, 2011.

The adoption date of January 1, 2011 r equi res restatement for comparative pur
balance sheet as at January 1, 2010, all interim quarterly periods in 2010 and for its year ended December 31, 2010.

The Company has prepared reconciliations of equity as at January 1, 2010, September 30, 2010 and December 31,
2010 and reconciliations of Total Comprehensive Income for the three and nine months ended September 30, 2010
and the year ended December 31, 2010, using the accounting policies in note 3 of the interim Consolidated Financial
Statements for the period ended March 31, 2011 and the following IFRS 1 - i F i-tims Adoption of International
Financial Reporting Standardso (Al FRS 10) exemptions:

Key First-time Adoption Exemptions Applied and Comparative Period Adjustments

IFRS 1 is the standard that governs mandatory exceptions and optional exemptions that an entity may elect for its
transition to IFRS in order to assist the entity with the transition process. This standard is only applicable to the
opening balance sheet of the entity on the transition date of January 1, 2010. All adjustments made as a result of
adoption of | FRS are offset against Bellatrixds January 1,

a. Business Combinations

An exemption under IFRS 1 provides the entity with relief on the restatement of business combinations prior to the

transition date. Under IFRS37 ABusi ness Combinations, 0 the determination o
differs from the determination under Canadian accounting standards. Any difference in the fair value calculation would

have a resulting impact on the carrying amount of net assets acquired, non-controlling interest and any goodwill. The

Company has taken advantage of this election, allowing Bellatrix to be exempt from restating business combinations

prior to the transition date to IFRS.
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b. Property, Pl ant and Equi pment (APP&EO)

The adopter has the option to elect fair value at the date of transition as the deemed cost for its PP&E or to use a
revalued amount according to its previous Canadian GAAP if the revaluation, at the date of revaluation, is comparable
to fair value or depreciated cost in accordance with IFRS or to measure oil and gas assets at the date of transition to
IFRS at the amount previously determined under previous Canadian GAAP.

Bellatrix has elected to value its PP&E as previously determined by previous Canadian GAAP. The measurement
upon transition to IFRS is as follows:

1 exploration and evaluation assets were reclassified from the full cost pool to exploratonand eval uati on (A
assets at the amount that was recorded under previous Canadian GAAP; and

1 the remaining full cost pool was allocated to development and producing assets on a pro rata basis using
reserve values for its proved plus probable company interest reserves.

This resulted in $20.5 million in exploration and evaluation assets and $390.1 million in property, plant and equipment.
c. Share Based Payments

Differences in the accounting for tviows Chadiap GAAR énd IFRSheaist.e opt i
IFRS2iAiSherassed Payments, o0 requires the Company to estimate t|
grant of equity instruments do not vest immediately. IFRS 2 does not allow the recognition of the expense on a

straight-line basis and requires each installment to be treated as a separate arrangement. Under previous Canadian

GAAP, the Company accounted for forfeitures as they occurred and recognized share-based compensation expense

using the graded method, which is the method required under IFRS. IFRS 1 provides an elective exemption, which

the Company has elected, which allows Bellatrix to apply IFRS 2 to the unvested options outstanding on transition

date.

An adjustment of $0.05 million has been made on transition date to contributed surplus, with an offsetting entry to the
January 1, 2010 deficit, as a result of applying this exemption.

As a result of applying IFRS 2, a reduction of share-based compensation of $0.2 million and $0.3 million has been
made to the Statement of Comprehensive Income for the three and nine months ended September 30, 2010,
respectively, and an increase of $0.03 million for the year ended December 31, 2010.

Due to differences in the accounting for share-based compensation under previous Canadian GAAP and IFRS,
adjustments are required in the amount of capitalized share-based compensation. For the three and nine months
ended September 30, 2010, the Company capitalized $0.2 million and $0.4 million less, respectively, for share-based
compensation under IFRS when compared to previous Canadian GAAP. For the year ended December 31, 2010,
Bellatrix capitalized $0.3 million less under IFRS when compared to previous Canadian GAAP.

d. Decommissioning Liabilities

IAS377T Provisions, Contingent Liabilities and Contingent As s e
decommissioning liabilities (previously referred to as asset retirement obligations). The discount rate used for the
decommissioning liability will be a risk free rate as the estimated provision is adjusted to reflect risks specific to the

liability. Under previous Canadian GAAP, the Company used a credit-adjusted risk free rate. Therefore, under IFRS,

the decommissioning liabilities are higher due to lower discount rates used. IFRS 1 provides an exemption that the

Company has elected which allows Bellatrix to measure decommissioning liabilities as at the date of transition of

January 1, 2010 to IFRS in accordance with IAS 37 and recognize directly int he Co mp a n ary diffecerecé i ci t
between that amount and the carrying amount of those liabilities at the date of transition to IFRS determined under

previous Canadian GAAP.
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As a result of applying this exemption, an increase of $13.3 million has been made to decommissioning liabilities and
Bel |l atr i xdsuargle20i0c i t on

Under IFRS, the liability is to be re-measured each reporting period in order to reflect interest rates in effect at that
time. As a result of lower interest rates used for the discounting and unwinding of decommissioning liabilities,
accretion expense for the three and nine months ended September 30, 2010 decreased by $0.3 million and $0.8
million, respectively, when compared to accretion expense under previous GAAP.

As a result of re-measuring the decommissioning liabilities each reporting period, on a cumulative basis in 2010, PP&E
and decommissioning liabilities decreased $0.2 million for the year ended December 31, 2010. The decrease in
discount rates used under IFRS versus previous GAAP caused a decrease of $1.1 million in accretion expense for the
year ended December 31, 2010.

e. Depletion Policy

Previous GAAP provided specific guidelines on the depletion calculation for oil and natural gas properties. Depletion
was calculated based on proved reserves. Under IFRS, the Company has a choice as to the reserve base to use for
its depletion calculations. Bellatrix has adopted a policy of depleting its oil and natural gas properties using its proved
plus probable reserve base. In addition, depletion calculations under previous GAAP were done on a cost centre
basis, for which under previous GAAP, the Company only had one. Under IFRS, the Company is required to calculate
depletion based on individual components for which the company has identified to be at the area level.

The adoption of this policy was effective January 1, 2010.

As a result of using proved plus probable reserves for its depletion calculation, depreciation and depletion expense
decreased by $6.7 million and $17.7 million for the three and nine months ended September 30, 2010, respectively.
For the year ended December 31, 2010, depletion and depreciation decreased by $24.8 million.

f. Impairment Test

IFRS requires an asset impairment test to be conducted on transition date and when indicators of impairment are

present. Under previous GAAP, impairment of long-l i ved assets is assessed on the ba
undi scounted future cash fl ows ¢ omparmpdrmentisihdicatdd,ediscaumtedet 6 s ¢ a
cash flows are prepared to quantify the amount of impairment. The impairment test under previous GAAP is done at

the cost centre level. Under previous GAAP, Bellatrix had one cost centre for impairment test purposes.

IFRS requires the impairment test to occur attheas set | evel or at t lCéUodeaed whengamgrer at i n
lived assets exist that do not generate largely independent cash inflows. The carrying amount of the asset or CGU is
compared to its recoverable amount which is the higher of value in use or fair value less costs to sell.

Bellatrix performed an impairment test on transition to IFRS on January 1, 2010 based on fair value less costs to sell.
Fair value less costs to sell was based on merger and acquisition transactions on oil and gas properties similar to
those owned by Bellatrix. The Company experienced transitional impairment losses on its non-core and certain heavy
oil propertieswi t h an of fsetting eng0dl0defitito Bel |l atri xés January 1,
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Based on the assessment, the carrying amount of the
January 1, 2010 deficit:
($00006s)

Cash Generating Unit Product @ Transitional Impairment @

South East Alberta 100% Natural Gas $ 5,366

North East Alberta 89% Natural Gas 10,895

Meekwap 75% Oil at 4,093

Saskatchewan 100% Heavy Oil 23,441

Total $ 43,795

)
Based on 2009 year end proved and probable reserves.

Includes impairment related to corporate assets assigned to each CGU on a pro-rata basis.

Due to the continued weakening of natural gas prices, Bellatrix performed impairment tests on its oil and gas
properties for all of the quarterly reporting periods in 2010 and further impaired its Meekwap CGU in the second
quarter of 2010. Fair value less costs to sell was used as the recoverable amount, using market transactions and the

companybés proved and probable reserves.

The following impairments and impairment reversals were recorded in 2010:
($00006s)

Cash Generating Unit Product ) Impairment (Reversal)®®
Meekwap 75% Oil and D $ 336
Meekwap 70% Oi l and DM 1,286
South East Alberta 100% Natural Gas 4,988
North East Alberta 81% Natural Gas (9,848)
Total reversal $ (3,238)

(1)
) Based on applicable year end proved and probable reserves.

Includes impairment (reversal) related to corporate assets assigned to each CGU on a pro-rata basis.

Natural gas properties were further impaired in the fourth quarter of 2010, as well as another non-core oil property.
Bellatrix also experienced an impairment reversal in the fourth quarter of 2010 in its North East AB CGU as recent
transactions in the CGU have increased the fair value of the properties written down on transition. In the case of an
impairment reversal, the carrying amount of the asset or CGU is limited to the original carrying amount less
depreciation, depletion and amortization as if no impairment had been recognized for the asset or CGU for prior
periods.

g. Asset Divestitures

Under previous GAAP, proceeds of a divestiture are deducted from the country cost centre pool without recognition of
Under IFRS,
proceeds of a divestiture are deducted from the carrying value of the asset and a gain or loss is recognized in

a gain or loss unless such a deduction resulted in a change to the depletion rate of 20% or greater.

earnings.

As a result of divestitures during 2010, including property swaps and prior period adjustments relating to divested
properties, Bellatrix recognized a gain on dispositions of $1.0 million and $1.1 million for the three and nine months
ended September 30, 2010, respectively, and a net gain on dispositions of $1.4 million for the year ended December
31, 2010.
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h. Flow-through Shares

Under previous GAAP, the accounting treatment of flow-through shares was addressed by EIC 146 i fi F |-Thmugh

S h ar eUnder previous GAAP, the proceeds received for the flow-through shares are cr edi t ed t o shareh
capital and the deferred tax liability is recognized when the Company files the renouncement documents with the tax

authorities to renounce the tax credits associated with the expenditures.

Under IFRS, Bellatrix set up a liability for the difference between the proceeds received and the market price of the
shares on the date of the transaction (the fApremi umo). As
tax liability associated with the renouncement of the tax benefits and remove the deferred liability originally set up.

The difference between the deferred tax liability and the original liability set up will go through profit or loss.

As a result of the issuance of Flow-Through Shares in the third quarter of 2010, the Company set up a deferred liability
of $3.8 million with an offsetting adjustment to share capital. No qualifying CEE were made in 2010.

i. Convertible Debentures

Convertible debentures have both a debt and equity component under IFRS and previous GAAP. As a consequence
of the Company having status as an income trust in 2009, and no IFRS 1 exemption related to the conversion feature
of convertible debentures for trust units, the Company has treated the 7.5% debentures as a financial derivative

inst rument (the HAinstrumento). As a result, the fair value
entry was made to share capital as a result of the Compan:
addition, this IFRS difference has caused a $1.6 mi | | i on i ncrease to the Companyo6s de

Debenture redemption in the second quarter of 2010, as opposed to the $2.9 million reduction in the deficit under
previous GAAP.

Also, the allocation of deferred tax on the convertible debentures differs under previous GAAP and IFRS. Under
previous GAAP, the tax basis of the liability is considered to be the same as its carrying amount; therefore, no
temporary difference exists. IFRS does not contain this special exemption and requires the temporary difference to be
recognized. The deferred tax adjustment is charged directly to the carrying amount of the equity component of the
convertible debentures.

Bellatrix recorded a deferred tax adjustment of $0.5 million related to its 7.5% Debentures on transition to IFRS with an
offsetting entry to the January 1, 2010 deficit.

Upon the issuance of its 4.75% Debentures in the second quarter of 2010, the Company recognized an adjustment of
$1.5 million to the equity component of its 4.75% Debentures with an offsetting entry to the deferred tax asset.
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i.

Income Taxes

IFRS does not use the terminology of future income taxes; IFRS refers to deferred income taxes.

Under IFRS, all tax assets and liabilities must be classified as non-current. All of the recognized IFRS conversion

adjustments as discussed in this transition note have related effects on deferred taxes. The tax impact of the above

changes increased (decreased) the deferred tax asset as follows:

For the year ended

($00006s) January 1, 2010 December 31, 2010 As at December 31, 2010
Impairment (reversal) of assets $ 11,251 $ (908) $ 10,343
Depletion and depreciation - (7,033) (7,033)
Convertible debentures (491) (864) (1,355)
Decommissioning liabilities 3,434 (308) 3,126
Gain on property dispositions - 399 399
Increase in deferred tax asset $ 14,194 $ (8,714) $ 5,480

k. Presentation

Certain presentation and classification differs wunder

follows:

1 Interest and finance charges - the net finance income or expense is presented separately from operating

expenses. These charges also include the unwinding of the discount rate on decommissioning liabilities that were
presented as part of depletion, depreciation and accretion under previous GAAP.

Deferred income taxes - all tax assets and liabilities are classified as non-current. The amount of income taxes
paid during a period must be disclosed on the face of the statements of cash flows instead of within the notes to
the financial statements.

Loans and borrowings - the cash inflow and outflow associated with loans and borrowings have been disclosed
separately on the statements of cash flows. Previously, the Company netted these amounts.

No material changes have occurred in the Consolidated Statements of Cash Flows as a result of the adoption of
IFRS.
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BELLATRIX EXPLORATION LTD.
RECONCILIATION OF EQUITY
As at January 1, 2010 (Date of Transition to IFRS) (unaudited)

Effect of
Previous transition to
($000s) GAAP IFRS IFRS
ASSETS
Current assets
Accounts receivable $ 20,722 $ - $ 20,722
Deposits and prepaid expenses 4,940 - 4,940
Commodity contract asset 3,374 - 3,374
29,036 - 29,036
Exploration and evaluation assets - 20,542 20,542
Property, plant and equipment 410,566 346,229
Transfer to exploration and evaluation assets (note b) (20,542)
Transitional impairment to property, plant and equipment (note f) (43,795)
Deferred taxes 1,368 14,602
Re-class from current liabilities (note k) (960)
Due to transitional adjustments (note j) 14,194
Total assets $ 440,970 $ (30,561) $ 410,409
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 23,345 $ - $ 23,345
Deferred taxes (note k) 960 (960) -
24,305 (960) 23,345
Long-term debt 27,902 - 27,902
Convertible debentures 81,684 - 81,684
Decommissioning liabilities (note d) 25,728 13,273 39,001
Total liabilities 159,619 12,313 171,932
SHAREHOLDERSd EQUI TY
Shareholdersé ¢ a(poteti) a | 252,592 5,037 257,629
Equity component of convertible debentures (note i) 5,037 (5,037) -
Contributed surplus (note c) 28,232 (46) 28,186
Deficit (4,510) (42,828) (47,338)
Total shareholders6 equi ty 281,351 (42,874) 238,477
Total liabilities and shareholders6 e qui t y $ 440,970 $ (30,561) $ 410,409
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BELLATRIX EXPLORATION LTD.
RECONCILIATION OF EQUITY
As at September 30, 2010 (unaudited)

Previous Effect of transition
($000s) GAAP to IFRS IFRS
ASSETS
Current assets
Accounts receivable $ 29,834 $ 29,834
Deposits and prepaid expenses 3,307 - 3,307
Commaodity contract asset 689 - 689
33,830 - 33,830
Exploration and evaluation assets - 19,764 19,764
Property, plant and equipment 428,422 383,910
Transfer to exploration and evaluation assets (note b) (19,764)
Transitional impairment to property, plant and equipment (note f) (43,795)
Quarter to date 2010 adjustments (notes c, d, e, Q) 19,047
Deferred taxes 7,036 15,129
Re-class from current liabilities (note k) (195)
Due to transitional adjustments (note j) 14,194
Quarter to date 2010 adjustments (5,906)
Total assets $ 469,288 $ (16,655) $ 452,633
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 34,510 $ - $ 34,510
Deferred taxes (note g and h) 195 (195) -
34,705 (195) 34,510
Deferred liability, Flow-through Shares (note h ') - 3,768 3,768
Long-term debt 28,522 - 28,522
Convertible debentures 47,246 - 47,246
Decommissioning liabilities 28,527 41,936
Opening adjustment (note d) 13,273
Quarter to date 2010 adjustments (note d) 136
Total liabilities 139,000 16,982 155,982
SHAREHOLDERSd EQUI TY
Shareholdersd6 ¢ a(poteti) a | 315,068 316,337
Opening adjustment (note i) 5,037
Flow-through shares (note h) (3,768)
Equity component of convertible debentures (note i) 5,881 (1,503) 4,378
Contributed surplus 30,294 29,833
Opening adjustment (note c) (46)
Quarter to date 2010 adjustment (note c) (415)
Deficit (20,955) (53,897)
Opening adjustment (42,828)
Quarter to date 2010 adjustments to profit 14,432
Adjustment for repurchase of 7.5% Debentures (note i) (4,546)
Total shareholders6 equi ty 330,288 (33,637) 296,651
Total liabilities and shareholders6 e qui t y $ 469,288 $ (16,655) $ 452,633
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