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MANAGEMENT’S DISCUSSION OF FINANCIAL RESULTS

For the three and twelve months ended December 31, 2021 and 2020

Management’s Discussion of Financial Results (“MDFR”) is provided to assist readers in the assessment of
the results of operations, liquidity and capital resources of White Owl Energy Services Inc. (“White Owl” or
the “Company” or the “Corporation™) as at and for the three and twelve months ended December 31, 2021.
White Owl is a private company and is not required to prepare and file Management’s Discussion and Analysis
(“MD&A”) in accordance with regulatory requirements in Canada or the United States (“US”). This MDFR
does not constitute an MD&A for the purposes of Canadian or US securities laws and may not include

all the information that might otherwise be required or expected thereunder.

This MDEFR is based on information available to March 24, 2022 and should be read in conjunction with White
Owl’s audited consolidated financial statements for the years ended December 31, 2021 and 2020. The
financial statements and comparative information have been prepared in accordance with International

Financial Reporting Standards (“IFRS”).
All amounts are stated in Canadian dollars unless otherwise noted.

FOURTH QUARTER AND YEAR ENDED DECEMBER 31, 2021 HIGHLIGHTS

Highlights for the three months and twelve months ended December 31, 2021, for both North Dakota and

Alberta are summarized as follows:

e On December 23, 2021, the Company replaced its demand term loan with long-term debt arranged
with a new senior lender. The new long-term debt of US$7,700,000 was used to payout the demand
term loan with its existing lender and to provide growth working capital. In addition, the Company
concurrently entered into a US$1,000,000 demand operating loan agreement with a second lender

replacing the Company’s existing operating loan.

e (4 2021 EBITDA increased more than three-fold to $646,000 from $195,000 in Q4 2020, after
deducting one-time waste disposal costs of $196,000 related to the Alexander facility. Therefore,
adjusted EBITDA for Q4 2021 is $842,000. The current quarter’s EBITDA of $646,000 is up 67%
over Q3 2021°s EBITDA of $387,000. The improved EBITDA from 2020 is mainly due to increased

recovered oil volumes, a doubling of oil prices and higher flowback volumes.

e Recovered oil volumes reached a 2021 quarterly record of 15,384 barrels in Q4 2021, up 14% from
13,472 barrels in Q4 2020 even though fluid disposal volumes decreased 7% over the same periods
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mainly due to the diversion of production water by area producers to fracking activity.

e In the three and twelve months ended December 31, 2021, recovered oil revenues increased 124% to
$1,319,000 and 82% to $3,727,000, respectively, from $588,000 and $2,046,000, in the comparative
2020 periods, respectively.

e InQ42021, producer activity continued to improve in North Dakota, with the drilling rig count closing
the year at 35 compared to 31 rigs at the beginning of the current quarter and 27 rigs a year ago. The
increased drilling and completion activity has led to higher flowback and recovered oil volumes for
the Company. Flowback volumes are richer in oil than production water and averaged 1,185 barrels

per day (“bpd”) in Q4 2021 compared to 466 bpd in Q4 2020.

e The average realized net oil price (“netback”) received for White Owl’s recovered oil volumes has
increased every quarter over the past five quarters in line with the increase in West Texas Intermediate
(“WTTI”) prices, reaching an average netback of US$68.12 per barrel in Q4 2021, more than double the
US$33.60 per barrel in Q4 2020.

e In October 2021, the Alexander Class 1 water disposal facility was reopened after a six-month closure
due to a customer delivering hazardous waste to the facility, as previously reported. In December
2021, disposal of the contaminated material was completed. Since reopening, volumes received at this

facility have been negligible due to ongoing drought conditions in the region.

e The abandonment of three shut-in oil wells in the oilfield adjacent to the Clairmont facility in 2021
was a significant accomplishment toward White Owl’s Environmental Social Governance goals, with
funding provided by the Government of Alberta's federally funded Site Rehabilitation Program. An

additional two well abandonments are planned for 2022.

o At the Clairmont facility in Alberta, volume levels have averaged about 30% of facility capacity since
the commissioning of the Butane blend facility (“Blend Skid”) in the second quarter, mainly due to a

slower than anticipated recovery in oilfield activity in the region.

e In 2021, White Owl received US$484,733 under two US federally funded government assistance
programs: (i) US$81,850 under the Employee Retention Credit Program which ended effective
September 30, 2021, and (ii) a second loan of US$402,883 under the Paycheck Protection Program

which has also been discontinued. White Owl expects to receive forgiveness of this loan in 2022.

e In 2021, White Owl received $138,111 under two Canadian government assistance programs
comprising $109,868 under the Canadian Emergency Wage Subsidy (“CEWS”) program and $28,243
under the Canadian Emergency Rent Subsidy (“CERS”) program. Both programs were discontinued

in Q4 2021.
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FINANCIAL AND OPERATIONAL HIGHLIGHTS

Three months ended Twelve months ended
December 31, December 31,
($000’s, unless otherwise noted) 2021 2020 % 2021 2020 %
North Dakota operations
Disposal volumes (Bbls) 2,342,576 2,530,202 -7% 9,479,261 13,106,933  -28%
Recovered oil sales volumes (Bbls) 15,384 13,472 14% 50,447 48,490 4%
Disposal revenue ($ per Bbl) $0.77 $0.67 14% $0.66 $0.74  -11%
Oil sales revenue ($ per Bbl) $85.78 $43.68 96% $73.88 $42.19 75%
Operating costs and royalties ($ per Bbl) $0.75 $0.65 16% $0.63 $0.65 -3%
North Dakota disposal and services revenue
Disposal revenue $1,795 $1,708 5% $6,211 $9,701  -36%
Oil sales revenue 1,319 588 124% 3,727 2,046 82%
Other revenue 71 69 3% 267 355 25%
Total revenue — North Dakota 3,185 2,365 35% 10,205 12,102 -16%
Operating costs (1,766) (1,646) 7% (5,995) (8,542)  -30%
Operating income — North Dakota® $1,419 $719 97% $4,210 $3,560 18%
Alberta operations
Volumes (Bbls)
Disposal and third-party processing 92,082 9,728  847% 246,574 90,942  171%
Revenue
Disposal and third-party processing $86 $16  438% $364 $138  164%
Oil and gas sales - - - 1 1 -
Total revenue - Alberta 86 16 438% 365 139 163%
Operating costs (390) 197 98% (1,435) (1,026) 40%
Operating loss - Alberta®” (5304) (S181)  68% (51,070) ($887)  21%
Combined operations
Oilfield disposal and processing revenue $3,200 $2,311 38% $10,302 $11,885  -13%
Oil and gas sales - - - 1 1 -
Other revenue 71 69 3% 267 355 -25%
Total revenue 3,271 2,380 37% 10,570 12,241 -14%
Operating costs (2,156) (1,843) 17% (7,430) (9,568)  -22%
Operating income" 1,115 537  108% 3,140 2,673 17%
General and administrative expenses (“G&A”) (469) (342) 37% (1,513) (1,574) -4%
EBITDA ® $646 $195  231% $1,627 $1,099 48%
Other income and expenses
Depreciation and depletion (462) (458) 1% (1,735) (1,849) -6%
Amortization (14) (15) -7% (59) (64) -8%
Impairment - - - - (12,360) -100%
Finance costs (193) (216) -11% (756) (795) -5%
Share-based payments 12) (24) -50% (82) (36) 128%
Foreign exchange (losses) gains 22 380 -94% (70) 256 -127%
Gain on settlement of promissory notes - - - - 1,100 -100%
Gain (loss) on disposal of property, plant and
equipment - net “) - 100% 401 (46) 972%
Gain on loan payable forgiveness - - - 455 - 100%
Gain on modifications of lease liabilities - - - 12 - 100%
Gain on abandonment 1 - 100% 1 - 100%
Government abandonment grant in-kind 152 - 100% 152 - 100%
Income tax expense @ - 100% @ %) -80%
Deferred income tax recovery - - - - 105 -100%
Net income (loss) $135 ($138)  198% ($55) ($12,595)  -100%

(1) Refer to “Non-GAAP Measures” for additional information.
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Among the highlights for the three and twelve months ended December 31, 2021, were strong recovered oil
volumes (despite lower oilfield activity during the past two years) which combined with a much-improved oil
price resulted in significantly higher oil revenues. Year over year, recovered oil revenues increased 82% to
$3,727,000 from $2,046,000. Lower operating costs at White Owl’s North Dakota facilities (please see North
Dakota below for discussion on volumes, pricing and operating costs) also contributed to the improved
financial results. As a result, Q4 2021 EBITDA increased more than three-fold to $646,000 from $195,000 in
Q4 2020 even after incurring $196,000 in the current quarter for costs related to Alexander hazardous waste
disposal (please see Alexander Class 1 Facility on Page 11). For the twelve months ended December 31,
2021, EBITDA increased 48% to $1,627,000 from $1,099,000 in the year ended December 31, 2020.

Total combined revenue from North Dakota and Alberta increased 37% to $3,271,000 in Q4 2021 from
$2,380,000 in Q4 2020, with the increase mainly due to increased North Dakota recovered oil volumes (up
14%) and a higher realized net oil price (up 96%). For the twelve months ended December 31, 2021, total
combined revenue decreased 14% to $10,570,000 from $12,241,000 in the prior year which included higher,
pre-COVID disposal volumes and revenues for the first quarter of 2020.

To lessen the financial impact from lower volumes and revenues at all locations, White Owl implemented cost
cutting measures in Q2 2020 resulting in a 22% reduction in combined operating costs for the year ended
December 31, 2021, compared to the prior year. Q4 2021 combined operating costs increased 17% to
$2,156,000 from $1,843,000 due to Alexander facility waste disposal costs and increased operating costs at the

Clairmont facility which was recommissioned in Q2 2021 after a one-year shut-down due to market conditions.
North Dakota
Operating Income:

For the three months ended December 31, 2021, operating income doubled to $1,419,000 from $719,000 in
Q4 2020 due to higher recovered oil revenues (up 124%) while water disposal revenues increased 5% and
operating costs were up 7% between the periods. In the current quarter, the New Town, Watford City and Ross
SWD facilities accounted for 39%, 22% and 24%, respectively, of North Dakota operating income, which is
relatively consistent with 39%, 28% and 22%, respectively, for the year ended December 31, 2021.

For the twelve months ended December 31, 2021, operating income increased 18% to $4,210,000 from
$3,560,000 in the prior year. The current year’s operating income benefited from a strong fourth quarter due
to the previously mentioned increased recovered oil volumes and higher oil prices while the 2020 year included

stronger pre-COVID volumes and revenues for the first quarter.
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Volumes:

North Dakota fluid disposal volumes decreased 7% to average 25,446 bpd in Q4 2021 from 27,312 bpd in Q4
2020. Throughout the year ended December 31, 2021, fluid disposal volumes have ranged from 24,000 bpd
to 28,000 bpd on a quarterly basis, which is down from an average of 35,500 bpd for the year ended December
31, 2020. One factor for the lower fluid disposal volumes in 2021 is that the prior year disposal volumes
decreased from a pre-COVID level of 47,414 in Q1 2020 to 27,312 bpd in Q4 2020, at which level disposal
volumes have approximated throughout 2021. Other factors impacting 2021 disposal volumes include natural
production declines and the ongoing diversion of production water by area producers to fracking activities,
especially adjacent to the New Town and Watford SWD facilities. This has had the effect of reducing disposal
volumes, however plant volumes are forecast to increase during 2022 as producers return to more active drilling

and completion programs (please see Revenue and operating income (loss) — by facility on Page 7).

Flowback volumes which contain higher concentrations of oil, increased at the New Town, Ross, Watford City
and Tioga SWD facilities and have more than tripled over the course of the current year from 362 bpd in QI
2021 to 1,185 bpd in Q4 2021 due to increased completion activity. For the twelve months ended December
31, 2021, flowback disposal volumes increased 53% to 976 bpd from 636 bpd in 2020.

During Q4 2021, recovered oil volumes were strong, increasing 14% to 15,384 barrels from 13,472 barrels in
Q4 2020, during a period when production fluid volumes for the quarter decreased by 7%. Oil volumes
increased because of higher flowback volumes and initial production water volumes which have higher oil
content. The New Town and Ross SWD facilities combined to account for 68% of recovered oil volumes sold

in Q4 2021, compared to 80% in Q4 2020.

For the twelve months ended December 31, 2021, recovered oil volumes increased 4% to 50,447 barrels from
48,490 barrels for 2020 even though total fluid disposal volumes decreased 28% year over year. The New
Town and Ross SWD facilities combined accounted for 67% of oil volumes sold in 2020, compared to 73% in

the prior year.

The Alexander Class 1 facility resumed operations in October 2021 following a shut-down period that extended
from April 2021 due to receipt of hazardous wastewater. (Please see Revenue and operating income (loss)

— by facility on Page 7).
Revenue and Pricing:

In Q4 2021, higher oil pricing and recovered oil volumes led to oil revenues increasing 124% to $1,319,000 in
Q42021 from $588,000 in Q4 2020. For the twelve months ended December 31, 2021, recovered oil revenues
increased 82% to $3,727,000 from $2,046,000 for the twelve months ended December 31, 2020, due to a higher

realised net oil price (up 75%) combined with a 4% increase in oil volumes sold year over year.
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White Owl’s average monthly realised net oil price is determined as WTI average oil price for the month less
deductions for the Bakken differential (US$0.37 for Q4 2021), trucking costs and taxes. In Q4 2021, the
realised net oil price increased 96% to CAD$85.78 per barrel from CADS$43.68 per barrel in Q4 2020, while
for the twelve months ended December 31, 2021, the realised net oil price increased 75% to CAD$73.88 per
barrel compared to CAD$42.19 per barrel for the twelve months ended December 31, 2020

Fluid disposal revenues increased 5% to $1,795,000 in Q4 2021 from $1,708,000 in Q4 2020, with the current
quarter including $304,000 in compensation received from Hess Corporation who was drilling wells nearby
and required the Tioga facility to be temporarily shut-in during the drilling process. This facility returned to
operating status in December 2021. For the twelve months ended December 31, 2021, fluid disposal revenues
decreased 36% to $6,211,000 from $9,701,000 for the twelve months ended December 31, 2020, mainly in
response to the production shut-ins and reduced drilling and completion activity brought about by the COVID
pandemic. Also compounding the downward pressure on fluid disposal revenues was reduced pricing due to

competitive pressures, resulting in pricing decreases of 5% year over year.

Other revenue which includes recoveries from joint venture operations remained relatively flat at $71,000 in
Q4 2021 compared to $69,000 in Q4 2020 and decreased 25% to $267,000 for the twelve months ended
December 31, 2021 from $355,000 for the prior year. The year over year decrease in other revenue is mainly
due to lower operating costs at the joint venture facilities, Tioga SWD and Epping SWD, resulting in lower

administrative fees that White Owl receives for operating the facilities.
Operating Costs:

Total operating costs in North Dakota decreased 30% to $5,995,000 for the twelve months ended December
31, 2021, from $8,542,000 for the prior year. The lower water disposal volumes reduced variable operating
costs while the implementation of material cost-cutting measures in Q2 2020 reduced fixed operating costs.
These cost reduction measures included staff reductions in response to the COVID-related decrease in fluid
disposal volumes. In addition, 2021 labour costs were reduced by amounts received under the US federally
funded Employee Retention Credit Program which was discontinued in Q3 2021. As a result, North Dakota
labour costs decreased 22% for the twelve months ended December 31, 2021, compared to pre-COVID labour

costs.

Alberta

In June 2021, the Clairmont Terminal began accepting oil volumes for processing and blending following
construction and commissioning of the Butane Blend facility which was fully funded by Pivotal Energy
Partners (“Pivotal”). In addition, the Clairmont Terminal has been accepting wastewater since January 2021

following completion of the water disposal well workover, a major portion of which was also funded by Pivotal.
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In August 2021, White Owl has also completed an acid stimulation workover on the water disposal well,

improving the disposal capacity of the well to approximately 180 M3 per day from 45 M3 per day.

Since the Butane Blend facility was commissioned at the end of Q2 2021, emulsion treating volumes have
averaged about 30% of plant capacity. It is anticipated to take most of 2022 to increase volumes to near capacity
levels as the recovery in area drilling and completion activity has been slower than anticipated. Pivotal has
marketing and transportation responsibility for sourcing oil volumes for the plant and will be continuing to

develop the business in 2022.

The current capacity utilization level is not sufficient to earn positive operating income and as a result, in Q4
2021, operating losses for the Clairmont Terminal, including the ongoing fixed costs related to the shut-in
oilfield, totaled $304,000, compared to operating losses of $181,000 in Q4 2020 when the Terminal was shut
in. For the twelve months ended December 31, 2021, Clairmont operating losses totaled $1,070,000 compared
to $887,000 for the twelve months ended December 31, 2020.

Please see Canada - Clairmont Terminal on Page 15 for additional information.

Revenue and operating income (loss) by facility

Three months ended Twelve months ended
December 31, December 31,

($000's) 2021 2020 % 2021 2020 %
Qilfield waste disposal and oil sales
New Town 1,193 696 71% 3,959 3,572 11%
Watford City 705 531 33% 2,608 2,541 3%
Ross 586 709 -17% 1,871 2,892 -35%
Alexander 12 97 -88% 25 639 -96%
Tioga JV 481 129 273% 981 1,499 -35%
Epping 137 133 3% 494 604 -18%
Clairmont-Midstream 86 16 438% 364 138 164%

3,200 2,311 38% 10,302 11,885 -13%
QOil and gas sales - - - 1 1 -
Other revenue 71 69 3% 267 355 -25%
Total revenue 3,271 2,380 37% 10,570 12,241 -14%
Operating income (loss)
New Town 554 123 350% 1,633 843 94%
Watford City 318 169 88% 1,179 894 32%
Ross 346 319 8% 918 1,004 -9%
Alexander (272) (25) 988% (464) (244) 90%
Tioga JV 369 10 3590% 537 556 -3%
Epping 33 53 -38% 139 154 -10%
Clairmont-Midstream (243) (113) 115% (861) (626) 38%

1,105 536 106% 3,081 2,581 19%
Oil and gas operating loss (61) (68) -10% (208) (263) -21%
Other revenue 71 69 3% 267 355 -25%
Combined operating income 1,115 537 108% 3,140 2,673 17%

@) Refer to “Non-GAAP Measures” for additional information
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New Town SWD Facility
Environmental and Safety:

There were no spills at the site in the fourth quarter. In the third quarter of 2021, there were minor spills of less
than one barrel each at this facility when several trucks were unloading at the same time resulting in tank
overflow. Each time the spill was immediately cleaned up. Piping changes to the tank farm and the addition

of a transfer pump will be implemented to prevent such future spills.
Operating Income:

Operating income increased almost five-fold to $554,000 in Q4 2021 from $123,000 in Q4 2020 mainly due
to higher recovered oil volumes sold and increased oil pricing, as discussed below. These increases reflect

improving market conditions as customers slowly get back in the field and pursue completion programs.

Similarly, for the twelve months ended December 31, 2021, operating income doubled to $1,633,000 from
$843,000 for the twelve months ended December 31, 2020.

Volumes:

In Q4 2021, fluid disposal volumes varied between 9,000 and 14,000 bpd as two the main customers diverted
production water to their well completion programs. In Q4 2021, fluid disposal volumes increased 10% to
11,179 bpd from 10,142 bpd in Q4 2020, while year over year fluid disposal volumes remained flat at 12,140
bpd.

The New Town SWD has the highest oil recovery and sales of any White Owl SWD as field staff are focused
on securing flowback water and initial production water volumes which are higher in oil content. As a result,
recovered oil volumes increased 162% to 6,794 barrels in Q4 2021 from 2,590 barrels in Q4 2020. For the
twelve months ended December 31, 2021, recovered oil volumes increased 67% to 18,019 barrels from 10,787

barrels for the twelve months ended December 31, 2020.
Revenues and Pricing:

In Q4 2021, the improved recovered oil volumes combined with the higher oil pricing resulted in a 71%
increase in revenues to $1,193,000 from $696,000 in Q4 2020. Recovered oil revenues increased more than
five-fold in Q4 2021 over Q4 2020 due to the higher volumes (up 162%) and the increased oil price (up 102%).
Fluid disposal revenues for Q4 2021 increased 10% over Q4 2020, matching the volume increase while pricing

remained flat.

For the twelve months ended December 31, 2021, total revenues increased 11% to $3,959,000 from $3,572,000
for the prior year, as oil revenues increased three-fold, more than offsetting slightly lower fluid disposal

revenues (down 4% year over year).
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Operating Costs:

The New Town SWD facility receives trucked-in volumes only and White Owl maintains operators on-site for
24 hours per day to supervise the unloading of the trucks. To reduce repairs and maintenance costs, in Q4
2021, a rental horizontal pump replaced the four positive displacement pumps operating at the site. The rental
pump has greater capacity and less maintenance than the four positive displacement pumps it replaced and it

also has higher injection capacity.

In Q4 2021, operating costs increased 12% to $639,000 from $573,000 in Q4 2020, approximately matching
the increase in fluid disposal volumes over the same periods. For the twelve months ended December 31, 2021,
operating costs decreased 15% to $2,326,000 from $2,729,000 for the twelve months ended December 31,
2020, even though fluid disposal volumes remained relatively flat, increasing by only 1% in the 2021 compared

to 2020.

Watford City SWD Facility

Environmental and Safety:

There were no environmental or safety incidents in the three and twelve months ended December 31, 2021.
Operating Income:

In the three and twelve months ended December 31, 2021, operating income for the Watford City SWD facility
increased 88% to $318,000 and 32% to $1,179,000, respectively, from $169,000 and $894,000, respectively,
in the comparative 2020 periods. The main reason for the improved operating income is increased recovered

oil volumes combined with the higher oil pricing and increased flowback disposal volumes.
Volumes:

Watford City SWD volumes were steady in Q4 2021, ranging from 6,700 to 7,900 bpd. The site benefits from
multiple customers which results in more volumes. Fluid disposal volumes averaged 7,384 bpd and 7,955 bpd
for the three and twelve months ended December 31, 2021, respectively. This compares to 7,787 bpd and
8,693 bpd for the three and twelve months ended December 31, 2020. No pipeline water volumes were
delivered to the facility in 2021 as Tallgrass Midstream, the midstream pipeline operator, is disposing of these

volumes at its own saltwater disposal wells which are connected to the same gathering system.

Increased drilling and completion activity in the area has resulted in more flowback disposal volumes which
averaged 305 bpd and 390 bpd for the three and twelve months ended December 31, 2021, up substantially
from 151 bpd and 114 bpd in the comparable 2020 periods.
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The oil rich flowback volumes have boosted recovered oil volumes with 3,505 barrels sold in Q4 2021, an
increase of 57% from 2,230 barrels sold in Q4 2020. For the twelve months ended December 31, 2021,

recovered oil volumes totaled 11,601 barrels, an increase of 20% from 9,695 barrels in 2020.
Revenues and Pricing:

For the three months ended December 31, 2021, the Watford City SWD facility revenues increased 33% to
$705,000 from $531,000 in Q4 2020 as recovered oil revenues tripled and flowback revenues increased 61%.
The increase in flowback revenues is entirely due to higher volumes as flowback pricing is down about 30%
year over year due to competitive pressures. Production water revenues decreased 5% in Q4 2021 compared

to Q4 2020, matching the volume decrease.

For the twelve months ended December 31, 2021, total revenues remained relatively flat at $2,608,000
compared to $2,541,000 for the 2020 year as higher recovered oil revenues (up 123%) and flowback revenues
(up 140%) were offset by lower production water disposal revenues (down 8%) and lower pricing for trucked-

in water (down 7%).
Operating Costs:

As there were no pipeline volumes delivered to the facility in 2021, the volumes received were trucked-in,
resulting in the requirement for operators to be on site 24 hours per day. For the twelve months ended
December 31,2021, operating costs decreased 13% to $1,429,000 from $1,647,000 in 2020 while fluid disposal
volumes decreased 8% year over year. For the three months ended December 31, 2021, operating costs
increased 7% to $387,000 from $362,000 in Q4 2020 mainly due to higher labour costs as the facility was

manned 24 hours per day in the current quarter versus 12 hours per day in the prior year quarter.
Ross SWD Facility
Environmental and Safety

There were no environmental or safety incidents in the three and twelve months ended December 31, 2021.

Previously implemented safety improvements included upgrading the sump pumps to a higher electrical rating.
Operating Income:

For the three months ended December 31, 2021, operating income at the Ross SWD facility increased 8% to
$346,000 from $319,000 in Q4 2020. This increase was mostly due to increased flowback revenues (up three-
fold) and significantly lower operating costs (down 39%) which, combined, more than offset the financial

impact of lower production water disposal volumes (down 29%).
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For the twelve months ended December 31, 2021, operating income decreased 9% to $918,000 from
$1,004,000 for the 2020 year, caused by weak market conditions and the development of a competing producer

SWD well as discussed under “Volumes” below.
Volumes:

In Q4 2021, Ross SWD volumes varied between 2,700 to 5,600 bpd due to market conditions and the
commissioning by Hess Corporation of its own saltwater disposal well in February 2021. These factors resulted
in fluid disposal volumes decreasing 29% to 3,916 bpd in Q4 2021from 5,504 bpd in Q4 2020 and decreasing
62% to 2,792 bpd from 7,312 bpd year over year.

The lower fluid disposal volumes led to recovered oil volumes decreasing 55% to 3,700 barrels in Q4 2021
from 8,162 barrels in Q4 2020 and decreasing 37% to 15,653 barrels from 24,797 barrels year over year.

Significantly improved oil prices in 2021 mitigated the impact of these lower recovered oil volumes.
Revenues and Pricing:

In Q4 2021, the realised net price for recovered oil doubled to US$67.76 per barrel from US$33.86 in Q4 2020
and increased 80% to US$57.16 from US$31.78 year over year. As a result, recovered oil revenues for the
twelve months ended December 31, 2021, increased 14% compared to the 2020 year, while Q4 2021 recovered
oil revenues decreased 9% in Q4 2021 over Q4 2020, even though volumes decreased 55% over the same
periods. Water disposal pricing at the Ross SWD has not been reduced, while flowback pricing has decreased

6% due to competitive pressures.
Operating Costs:

With the lower disposal volumes, field staff has focussed on fixed costs at the facility. Labour costs have been
significantly reduced as the facility went to unmanned operations in April 2021. We anticipate continuing with
unmanned operations in 2022. In Q4 2021, operating costs decreased 39% to $239,000 from $390,000 in Q4
2020. For the twelve months ended December 31, 2021, operating costs decreased 50% to $953,000 from
$1,888,000 in the prior year.

Alexander Class 1 Facility

White Owl’s Class 1 water disposal business was established in 2019 and has a customer base which includes
producers, pipeline operators and landfill operators. The Class 1 facility accepts non-hazardous industrial
fluids (versus Class 2 disposal which is for oilfield fluids only) including pipeline test water, refinery
wastewater, landfill leachate, oil terminal runoff, vacuum truck rinsate, gas plant cooling tower cleaning waste,

waste compressor fluids, pipeline pit wastewater and pesticide rinsate.
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Environmental and Safety

The Alexander Class 1 facility resumed operations in October 2021 after a being temporarily shut down in
April 2021 due to receipt of contaminated wastewater that did not meet permit conditions. In Q4 2021, the
hazardous waste stored in temporary storage tanks was removed from the facility and transported to a regulator-

approved fuel recycling facility.
Volumes

Since resumption of operations at the Alexander Class 1 Facility, volumes received for disposal have been

negligible mainly due to ongoing drought conditions across North Dakota.
Operating Income:

For the three and twelve months ended December 31, 2021, the Alexander facility recorded operating losses
of $272,000 and $464,000, respectively, compared to operating losses of $25,000 and $244,000 for the three
and twelve months ended December 31, 2020, respectively. The operating losses for the 2021 three and twelve-
month periods were a result of the temporary shut-in of the facility and included costs of $196,000 for disposal
of the contaminated wastewater, one half of which is recoverable from the customer concerned. The operating

losses for the twelve months ended December 31, 2020, included well workover costs of $282,000.
Tioga SWD JV

The discussion below is based on total volumes for the facility while the financial information represents White

Owl’s 47% interest in the Tioga JV.

Environmental and Safety

There were no environmental or safety incidents in the three and twelve months ended December 31, 2021.
Operating Income:

For the three and twelve months ended December 31, 2021, the Tioga SWD JV facility recorded operating
income of $369,000 and $537,000, respectively, compared to operating income of $10,000 and $556,000 for
the three and twelve months ended December 31, 2020, respectively. Operating income for Q4 2021 included
compensation from Hess Corporation who requested a temporary shut-down of operations to facilitate their

drilling activities adjacent to the Tioga SWD (please see “Volumes” below).
Volumes:

Market conditions changed during 2021 due to Hess Corporation (“Hess”) completing its own SWD in
September 2020, leading to lower fluid disposal volumes in 2021. In addition, in Q4 2021, the Tioga SWD

was shut in for most of the quarter to allow Hess to conduct drilling operations adjacent to the facility. White
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Owl was fully compensated by Hess for this temporary suspension in operations. As a result, for the three and
twelve months ended December 31, 2021, fluid disposal volumes averaged 2,272 bpd and 2,637 bpd,
respectively, compared to 3,901 bpd and 11,248 bpd for the three and twelve months ended December 31,
2020, respectively.

Commencing in the third quarter and continuing into the fourth quarter of 2021 and into 2022, Hess delivered
increased flowback volumes, which is expected to lead to increased pipeline water disposal volumes later in
2022. For the three and twelve months ended December 31, 2021, flowback disposal volumes increased to

285 bpd and 307 bpd, respectively, from negligible volumes in the comparable 2020 periods.

In Q4 2021, recovered oil volumes increased three-fold to 2,491 barrels from 766 barrels in Q4 2020 due to
the increased flowback volumes, although total fluid disposal volumes were significantly lower (down 42%)
than the prior year comparable quarter. For the twelve months ended December 31, 2021, recovered oil
volumes increased 86% to 9,807 barrels from 5,273 barrels even though total fluid disposal volumes decreased

77% compared to the comparable 2020 year.
Revenues and Pricing:

In Q4 2021, revenue increased four-fold to $481,000 from $129,000 in Q4 2020 as the current quarter included
compensation of $304,000 received for the temporary suspension of operations, as discussed above. For the
twelve months ended December 31, 2021, revenue decreased 35% to $981,000 from $1,499,000 in 2020. In
2021, revenues from recovered oil sales increased three-fold, which helped mitigate the 77% decrease in fluid
disposal volumes caused by market conditions and the commissioning of the pipeline connected customer’s
SWD in September 2020. In 2021, pricing was also impacted by the poor market conditions with water disposal
prices decreasing 8% and flowback prices declining 11% due to competitive pressures. On the other hand, the

realised net oil price increased 83% year over year.
Operating Costs:

In the fourth quarter, the site continued to operate with an operator on site 12 hours during the day and
unmanned at night. The operators at Tioga also support the unmanned operations at the nearby Epping and
Ross SWDs. In Q4 2021, operating costs remained flat at $112,000 compared to $119,000 in Q4 2020. For
the twelve months ended December 31, 2021, operating costs decreased 53% to $444,000 from $943,000 in

the prior year, approximately inline with the 60% decrease in trucked water disposal volumes year over year.
Epping SWD Facility

White Owl has a 32.5% working interest in the Epping SWD Joint Venture (“Epping JV”’). The discussion
below is based on total volumes for the facility while the financial information represents White Owl’s 32.5%
interest in the Epping JV.
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Environmental and Safety

There were no environmental or safety incidents in the three and twelve months ended December 31, 2021. In
previous quarters, there were improvements in tank level monitoring to help reduce spills and sump pumps

were upgraded to improve electrical safety.
Operating Income:

For the three months ended December 31, 2021, operating income totaled $33,000 compared to $53,000 in Q4
2020. For the twelve months ended December 31, 2021, operating income remained relatively flat at $139,000
compared to $154,000 for the prior year.

Volumes:

Volumes at the Epping JV are limited by the 7,000 bpd capacity of the injection well, however plans are being
developed to drill a second disposal well % mile west of the Epping SWD facility. Currently, the White Owl
pipeline agreement with Hess does not require Hess to deliver a specified volume to the site but the landowner
has a separate agreement that does require Hess to maximize volumes to the site and during 2021, both White
Owl and Hess have been working together to maximize the pipeline volumes. This is an ongoing effort and

has resulted in stable volume levels for this facility.

Total fluid disposal volumes averaged 5,844 bpd and 5,648 bpd for the three and twelve months ended
December 31, 2021, respectively, down 7% and 15% from 6,292 bpd and 6,642 bpd, respectively, in the
comparable 2020 three and twelve-month periods. The decrease from prior year levels is mainly due to market
conditions. In the three and twelve months ended December 31, 2021, 77% and 79%, respectively, of fluid
volumes were received by pipeline, compared to 92% and 90% in the three and twelve months ended December

31, 2020, respectively.

Recovered oil revenues are generally not a major portion of total revenues at this facility mainly due to the
higher proportion of pipeline volumes which have less oil content. In Q4 2021, recovered oil volumes
increased to 658 barrels from 399 barrels in Q4 2020 and decreased to 1,738 barrels for the twelve months
ended December 31, 2021, from 2,254 barrels for the 2020 year.

Revenues and Pricing:

In Q4 2021, total revenues remained flat at $137,000 compared to $133,000 in Q4 2020 as oil revenues more
than tripled (oil volumes up 65% and oil prices up 124%) which offset lower water disposal revenues. For the
twelve months ended December 31, 2021, total revenues decreased 18% to $494,000 from $604,000 in the
2020 year as lower water disposal revenues (volumes down 15% and pricing down 7% year over year) more

than offset higher oil revenues (up 44% year over year).
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Operating Costs:

The site has low variable operating costs because it is new and efficiently designed. In the case of fixed
operating costs, labor costs have been reduced by reducing manpower from a staff of three operators (required
for 24 hours per day operations) to one person on a half-time basis. We are able to continue operating with
reduced staff because most of the water disposed is pipeline water. As a result, operating costs decreased 21%
to $355,000 in the twelve months ended December 31, 2021, from $450,000 in the prior year. In Q4 2021,
operating costs increased to $104,000 from $80,000 in Q4 2020 due to higher repair and maintenance costs.

Canada - Clairmont Terminal

The Clairmont Terminal (“Clairmont Terminal” or “facility”) was restarted in January 2021 following a nine-
month shut-in period during which operations were suspended due to poor economic conditions resulting from
the COVID pandemic. Following the January start-up, the facility immediately began accepting wastewater
for disposal and, in June 2021 we began accepting oil volumes for processing and blending following

construction and commissioning of the Blend Skid which was fully funded by Pivotal.

Environmental and Safety

There were no environmental or safety incidents in the three and twelve months ended December 31, 2021.
Operating Results

Currently, the supply of midstream services from processing and disposal companies exceeds the demand in
the Grande Prairie region. Once the industry absorbs the combination of the improving market conditions and
the impact of the Secure Tervita merger, oilfield activity in the area is expected to increase. Pricing remained
competitive in the fourth quarter, and Pivotal who have marketing and transportation responsibility for sourcing
oil volumes for the facility, paid a premium to market prices for oil and reduced unit pricing to attract volume

to the facility. Water prices also were competitive, but this business line is highly profitable at current prices.

In Q4 2021, the Clairmont Terminal operated at about 30% of capacity due to the competitive environment.
Oil volumes in Q4 2021 decreased to 9,100 cubic meters (m3) from 13,400 m3 in the Q3 2021 while water
disposal volumes decreased to 3,900 m3 from 6,300 m3 quarter over quarter. During 2022, both oil and water
volumes are expected to increase over volumes received during Q4 2021 as existing long-term contracts with

competing facilities expire.

The current capacity utilization at the Clairmont plant is insufficient to generate positive operating income and
the losses have been compounded by the combination of discounted processing and disposal fees and the
premium pricing being paid to attract oil to the facility. As a result, in Q4 2021, operating losses for the
Clairmont Terminal, including the fixed costs associated with the shut-in oilfield, totaled $304,000, compared

to operating losses of $181,000 in Q4 2020 when the Terminal was shut in. For the twelve months ended
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December 31, 2021, operating losses, including the costs of the shut-in oilfield, total $1,070,000 compared to
$887,000 for the prior year. These losses are anticipated to be reduced and eventually eliminated as Pivotal

grows the business volumes and improves the pricing environment.
Well Abandonments

In the third quarter of 2021, White Owl abandoned three shut-in oil wells with funding approved by the
Government of Alberta's federally funded SRP program. This brings the total number of abandonments to date
to four wells. The oil field adjacent to the Clairmont Terminal was permanently shut-in by White Owl in 2019
and includes 28 wells of which 5 wells could be completed as Class 2 water disposal wells to support future
expansion initiatives. White Owl is planning an abandonment program for the remaining 19 shut-in wells,

including two well abandonments planned for 2022.
Other Revenue

Other revenue includes operational, administration and capital fees charged by White Owl for services provided
by White Owl to the Tioga JV and Epping JV. For the twelve months ended December 31, 2021, other revenue
decreased to $267,000 from $355,000 for the prior year, mainly due to lower operating costs at the Tioga and
Epping joint ventures resulting in lower administrative fees for White Owl. Staffing reductions due to market
conditions were the main reasons for the lower operating costs at these facilities. In Q4 2021, other revenue

remained flat at $71,000 compared to $69,000 in Q4 2020.

G&A Expenses

Three months ended Twelve months ended
December 31, December 31,

($000's) 2021 2020 2021 2020
Salaries and management 344 168 1,054 739
Professional fees 19 103 124 459
Travel and related expenses 19 13 55 59
General office expenses 71 46 213 261
Third party consulting fees 16 15 76 68
Lease liability recoveries - 3 (&) (12)

469 342 1,513 1,574

For the three and twelve months ended December 31, 2021, salaries and management expenses increased to
$344,000 and $1,054,000, respectively, from $168,000 and $739,000 in the comparable 2020 periods,
respectively, mainly due to lower federal government assistance amounts in 2021 and increased director and
employee compensation. Professional fees for the three and twelve months ended December 31, 2021, have
been significantly reduced to $19,000 and $124,000, respectively from $103,000 and $459,000 for the

comparable 2020 three and twelve-month periods, respectively.
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General office expenses in Q4 2021 have increased to $71,000 from $46,000 in Q4 2020 mainly due to higher
corporate insurance premiums. For the twelve months ended December 31, 2021, general office expenses have
decreased to $213,000 from $261,000 recorded in the prior year. General office expenses for the current year
include a credit of $28,000 for CERS compared to $4,000 recorded in the prior year and lower office rent which

more than offset higher corporate insurance premiums.

Depreciation

Depreciation for the three months ended December 31, 2021, totaled $462,000, virtually unchanged from
$458,000 recorded in Q4 2020. For the twelve months ended December 31, 2021, depreciation totaled
$1,735,000 compared to $1,849,000 in the prior year. The year over year decrease is mainly due to asset

impairment charges recorded during the 2020 year (please see Impairment below).

Impairment

As at December 31, 2021, White Owl evaluated its property, plant and equipment for indicators or any potential
impairment or related reversal. As a result of this assessment, no indicators were identified, and no impairment
or related reversal was recorded on White Owl’s property, plant and equipment assets for the three and twelve

months ended December 31, 2021.

As at March 31, 2020, White Owl evaluated its property, plant and equipment for indicators of any potential
impairment or related reversal. As a result of lower than forecasted results at the Clairmont terminal cash
generating unit (“CGU”) due to the temporary shutting down of this facility in 2020, and due to lower than
forecasted results at the Watford City CGU and New Town CGU, all due to the challenging economic climate
brought about by factors including the COVID health pandemic and associated commodity price volatility, the
Company completed an impairment test on the assets. The recoverable amounts of these assets were assessed
at $17,058,594. As aresult of the impairment test performed, the Company recognized an impairment expense
of $12,359,945 in Q1 2020. This expense comprised $3,318,703 against property, plant and equipment and
$9,041,242 against goodwill. The impairment expense of $3,318,703 against property plant and equipment
relates to the Clairmont Terminal ($3,048,990) with the balance of $269,713 relating to the impairment of
equipment stored at Saddle Hills, Alberta. The impairment expense of $9,041,242 against goodwill relates to
the Watford SWD ($2,549,289) and the New Town SWD ($6,491,953).
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Finance costs

Three months ended Twelve months ended

December 31, December 31,
($000's) 2021 2020 2021 2020
Interest on term loan 143 149 609 616
Interest on long-term debt 11 - 11 -
Interest on promissory notes and mortgage payable 7 10 39 37
Interest on lease liabilities 5 7 19 23
Accretion of transaction costs 3 - 3 -
Accretion of decommissioning obligations 21 12 79 62
Loan commitment fee - 32 - 32
Interest (income) expense, bank charges and other 3 6 “@ 25
193 216 756 795

In Q4 2021, the Company’s average term loan interest rate was 6.75% compared to an average of 5.75% in Q4
2020, resulting in interest on the term loan and long-term debt increasing to $154,000 in Q4 2021 from
$149,000 in Q4 2020.

Foreign Exchange Gains and Losses

The foreign exchange gains and losses reflect the impact of changes in exchange rates on US dollar cash
balances and short-term intercompany loans. The average exchange rate for the three months ended December
31,2021, was 1.2600 compared to 1.3030 for Q4 2020, while for the twelve months ended December 31, 2021,
the average exchange rate was 1.2516 compared to 1.3538 for the 2020 year. For the three months ended
December 31, 2021, the Company recorded foreign exchange gains of $22,000, compared to gains of $380,000
in Q4 2020. For the twelve months ended December 31, 2021, the Company recorded foreign exchange losses
of $70,000 compared to gains of $256,000 for the twelve months ended December 31, 2020.

Share-based payments

Share-based payments relate to the amortization of the fair value of stock options issued to management,
employees and directors of the Company. For the three and twelve months ended December 31, 2021, the
Company recorded share-based payments of $12,000 and $82,000, respectively, compared to $24,000 and
$36,000 for the three and twelve months ended December 31, 2020, respectively. The year over year increase

in share-based payments expense is due to the issuance of stock options to directors and employees in Q3 2020.

SUMMARY OF QUARTERLY RESULTS

(3000's) Q42021 Q32021 Q22021 Q12021 Q42020 Q32020 Q22020 Q12020
Revenue $3,271 $2,651 $2,418 $2,230 $2,380 $2,606 $2,607 $4,648
EBITDA ® 646 387 469 125 195 169 (230) 964
Net Income (loss) 135 (39) 276 (427) (138) (399) (557)  (11,500)

@) Refer to “Non-GAAP Measures” for additional information.
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Net income of $135,000 in Q4 2021 increased from a net loss of $39,000 in Q3 2021 mainly due to higher oil
revenues as a result increased oil volumes (up 48% quarter over quarter) and oil pricing (up 11% quarter over
quarter). The net loss of $39,000 in Q3 2021 decreased from net income of $276,000 in Q2 2021 partly due to
the recording of $79,000 for tank clean out costs (a one in three-year event) and $54,000 for well workover
costs (a one in five-year event) in Q3 2021 and the recording of a gain on sale of property, plant and equipment
0f $420,000 in Q2 2021. The net losses in Q1 2021, Q4 2020, Q3 2020 and Q2 2020 were mainly due to lower
commodity pricing and oilfield activity caused by the COVID pandemic. The net loss in Q1 2020 is mainly
due to the recording of impairment charges totaling $12,360,000 relating to the Clairmont Terminal, Watford
City SWD and New Town SWD as discussed under “Impairment” on Page 17.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity risk is the risk that the Company will not be able to meet financial obligations as they become due.
The Company manages its liquidity risk through cash and debt management combined with equity financing
when available. Management’s assessment of the Company’s liquidity reflects estimates, assumptions and
judgments relating to current market conditions. The Company funds its operations, acquisitions and capital
program through a combination of cash from operating activities, equity, bank debt, loans payable and
promissory notes. The Company’s objective in the management of its capital resources is to secure adequate
sources of capital to fund capital investments, while ensuring that sufficient operating cash flow is available to

sustain and grow the operating business.

Investing Activities

Three months ended Twelve months ended

December 31, December 31,
($000's) 2021 2020 2021 2020
Capital expenditures $306 $318 $572 $837
Acquisition of 15% joint interest in Tioga Joint Venture - - - 1,000
$306 $186 $572 $1,837

Capital expenditures

Capital expenditures during the three and twelve months ended December 31, 2021, are mainly White Owl’s
share of Clairmont wastewater disposal well completion costs, recommissioning expenses and pump upgrades

at the North Dakota saltwater disposal facilities.
Acquisition of 15% Interest in Tioga Joint Venture

In 2016, White Owl Tioga LLC, a 40% owner of the Tioga SWD, issued debentures (“Debentures”) that
contained an optional redemption provision, whereby after September 30, 2019, the Company had the option

to redeem the total amount of the Debentures (the “Redemption) at par and in exchange would earn an
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additional 15% interest in the Tioga SWD. Effective January 1, 2020, the Company completed the Redemption
and earned an additional 15% interest in the Tioga SWD for proceeds of US$782,500, with funding provided
from a portion of the proceeds of the private placement completed in November 2019. As a result, the
Company’s interest in Tioga SWD has increased to 47% after completion of the Redemption, while White Owl
Tioga LLC’s interest has decreased to 25%.

The Company accounts for this joint arrangement as a joint operation and accounts for its interest in the Tioga

Joint Venture by recognizing its share of assets, liabilities, revenues and expenses of the joint operation.
Proceeds on the disposal of Property, Plant and Equipment

In the twelve months ended December 31, 2021, surplus equipment was sold for proceeds of $650,000,
including a Clairmont idle compressor, Clairmont pump jacks, a townhouse for field staff in North Dakota and

tanks.

Financing Activities

Share Capital
Shares issued and outstanding Common Amount Preferred Amount Amount
(000’s) shares ($000) shares ($000)  Total ($000)
Balance December 31, 2020, and
December 31, 2021 65,633 $21,118 26,469 $12.353 92,102 $33,471

As at December 31, 2021, there were 4,000,000 (December 31, 2020 — 4,000,000) common shares held in
€SCIow.
Share Options

There were 4,904,000 share options outstanding as of December 31, 2021 (December 31, 2020 — 6,204,000),
with a weighted average exercise price of $0.06 per share. During the year ended December 31, 2021,

1,300,000 share options expired.

Term Loan and Operating Facility

Previous Term Loan and Operating Facility

The Company had a non-revolving reducing demand loan facility (the “term loan”) in the amount of
US$7,691,031 and a revolving, operating demand loan facility (the “operating facility”) in the amount of
US$1,000,000, secured by a security interest over all present and future property and a floating charge on all
lands. The term loan was payable on demand and beared interest at an annual rate of US prime plus 3.00%.
The operating facility was a revolving demand facility in the maximum amount of US$1,000,000 bearing
interest at the US prime rate plus 3.00%. During the twelve months ended December 31, 2021, the Company

made principal payments on the term loan of $485,364 (US$390,000) (2020 - $708,582 (US$526,622)).
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Under the term loan agreement, the Company had to satisfy certain conditions to maintain the ongoing
availability of the term loan and operating facility. Including the repayment in full of all indebtedness payable
under the term loan and operating facility on or before December 31, 2021. In December 2021, the Company
repaid the full amount of the term loan outstanding of $9,228,842 (US$7,201,031) and the operating facility of
$70,960 (US$55,463).

New Long-Term Debt and Operating Loan

New Long-Term Debt

On October 14, 2021, the Company entered into an agreement with a new senior lender (“loan agreement”) for
a US$7,700,000 loan to facilitate the repayment of the demand term loan due on or before December 31, 2021
to its previous lender and for working capital growth. In December 2021, the Company received the full amount
of $9,868,320 (US$7,700,000) to repay the demand term loan. The new long-term debt matures September 1,
2028, bears interest on the outstanding principal balance, payable monthly, at the US dollar floating base rate
plus 1.50%. A one-time principal payment of US$107,260 is due October 1, 2022, with subsequent monthly
principal payments of US$106,940 due until maturity. Commencing April 2023, additional annual principal
payments will be required for 50% of excess cash flow (“ECF”) realized by White Owl to a maximum of
US$500,000. The annual ECF limit is calculated as EBITDA less US$350,000 of maintenance capital
expenditures and principal and interest payments on long-term debt and operating loan. The annual ECF
principal payment is only due up to the amount that would not cause the Company to be in default with the
debt covenants and financial requirements of the Company’s lenders. In addition, starting December 31, 2022,
the Company is required to maintain at all times a fixed coverage ratio equal to or greater than 1.25:1.00. The
Company incurred $535,909 in transaction costs related to the issuance which will be amortized over the term

of the loan using the effective interest method.
New Operating Loan

On October 18, 2021, the Company entered into a US$1,000,000 demand operating loan (“operating loan”)
agreement with an additional lender which will replace the Company’s previous operating facility. The
operating loan is a revolving demand facility bearing interest, payable monthly, at the US prime rate plus 2.25%.
The total outstanding on the operating loan will not at anytime exceed the lesser of the margin requirements as
defined in the loan agreement and US$1,000,000. As at December 31, 2021, the Company’s borrowing limit

under the operating loan was US$791,782 and no amounts were drawn.

The following are the financial covenants governing the operating loan, all capitalized terms are defined in the

operating loan agreement:
e Quarterly trailing Cash Flow Coverage Ratio of not less than 1.25:1:00

e Annual Debt to Tangible Net Worth Ratio not greater than 3.00:1.00
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e Annual Current Ratio not less than 1.25x

As at December 31, 2021, the Company was compliant with all covenants provided for in the operating loan

agreement.

Promissory Note Settlement

On January 17, 2020, White Owl Ltd. entered into a release agreement with the Clairmont Terminal vendor
for a final repayment of $300,000 to fully repay the remaining $1,400,000 outstanding on the Vendor Note.
As aresult, a gain on settlement of promissory note of $1,100,000 was recorded in comprehensive loss for the

twelve months ended December 31, 2020.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

White Owl’s operations and facilities are subject to rigorous federal, provincial, US state and local
environmental, health and safety laws and regulations governing among other things, the handling and storage
of petroleum products, waste disposal, spills and the protection of employee health, safety and the environment.
The Corporation continuously works to reduce its emissions intensity and improve the efficiency of energy
usage while safety of operations is a focus throughout the organisation. The abandonment of three shut-in oil
wells at the Clairmont facility during 2021 was a major accomplishment toward stated ESG goals. Additional

abandonments are planned for 2022 and 2023.

Board constitution and culture is a continuous focus. The Corporation recognizes that predictable, continuous,
and strong financial performance requires corporate commitment and focus from the highest level. A holistic
approach to sustainability starts with our Board of Directors and lays the groundwork for long-term

performance and risk management.

The Corporation takes a keen interest in the communities in which it operates and embraces every opportunity
to have its employees contribute to local community activities. White Owl staff in North Dakota are involved

in local charity activities and participate in professional organizations.
OUTLOOK
Industry Overview

The oil and gas industry has rebounded strongly throughout 2021, with oil prices reaching their highest levels
in six years. While the industry’s recovery is better than expected, uncertainty remains over market dynamics
in the coming year. As we move into 2022, many of our customers are looking to reinvent themselves by
practicing capital discipline, focusing on financial health, paying dividends, committing to climate change and

ESG, and transforming business models.
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U.S. crude oil production reached almost 11.8 million b/d in November 2021 (the most recent monthly
historical data point), the most in any month since April 2020. The EIA has forecast that production will rise
to an average of 12.0 million b/d in 2022 and 12.6 million b/d in 2023, which would be record-high production
on an annual-average basis. Growth is anticipated to come largely as a result of onshore shale operators
increasing rig counts in all shale basins including the Bakken, which is expected at a minimum to offset

production decline rates.

Recovering oil demand coupled with OPEC+ nations’ moderated crude oil supply has resulted in global
commodity prices demonstrating an upward trend since the beginning of 2021, with the benchmark price of
WTTI averaging over US$90 in Q1 2022. Providing a reliable forecast for the balance of 2022 is difficult due
to a combination of geopolitical events, climate fear driving demonization of oil and capital starvation, while
supply is just not responding to price signals. For White Owl in the Bakken, we have based our budget on

US$90 WTI which results in a US$79 per barrel netback.
Canadian Activity

The Petroleum Services Association of Canada (“PSAC”) says it expects a total of 5,400 wells to be drilled in
Canada in 2022, an increase of 16 per cent year-over-year and the most activity since 2019. PSAC also revised
its 2021 forecast to 4,650 wells, in light of increased activity in the last half of the year. Despite these positive
signals, oil and gas producers are slow to increase activity. Midstream service providers in the Grande Prairie
region continue to compete for existing production barrels with little new volume coming into the market. We
continue to anticipate growing water disposal volumes at Clairmont, although this business segment is also

quite competitive in the Grande Prairie region.

In our 3" quarter report, we indicated that we were still assessing the impact on the market of the Secure/Tervita
merger on processing and disposal services in the area. We indicated that it was our view that area producers
would be looking for a reliable and cost-effective alternative to the virtual monopoly that Secure/Tervita holds
in the Grande Prairie market area. This view has just not yet materialised as producers continue to migrate to
the lowest cost service provider. With the forecast pickup in drilling activity in the area for 2022, new
production is anticipated to come onto the market by the summer resulting in improved economics and greater

volumes at the Clairmont facility.
US Bakken Activity

North Dakota represents over 90 percent of company-wide revenue year-to-date and drilling and completion

activity is expected to improve throughout 2022. North Dakota’s rig count currently stands at 35.

The Bakken’s production decline and the slow recovery of drilling despite rising oil prices forces us to raise

the question: Will Bakken crude oil output recover to its previous highs? A new Institute for Energy Economics
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and Financial Analysis (“IEEFA”) analysis suggests that a shortage of high-quality drilling sites poses a long-
term risk to Bakken oil production. In the roughly 13 years since the Bakken oil boom began in earnest, the
region’s oil producers have increasingly concentrated on Tier 1 areas, where horizontal wells produce an
abundance of oil. But IEEFA’s analysis suggests these core areas may be almost exhausted, and most of the
Bakken’s best wells have already been drilled. Moving forward, oil companies may be able to drill about 700
new top-tier wells, those whose peak oil and gas output would rank among the top 20 percent of wells drilled

to date.

Bakken oil output now stands at roughly 1.2 million bpd, down from an all-time high of 1.53 million bpd in
November 2019. For production to recover to the 2019 level will require more drilling in Tier 2 and Tier 3
areas where there is an inventory of over 7,000 locations to be drilled. We are already seeing companies permit
well locations in defined Tier 2 areas and this activity may in some cases extend the aerial extent of the known

Tier 1 lands.

For White Owl this means that we should continue to see active drilling and completion activity in our operating
areas as all of our Class 2 facilities service both Tier 1 and Tier 2 lands where breakeven oil prices are between

$40 and $50 per barrel. We expect North Dakota’s rig count to exceed 40 rigs by mid-summer.
Corporate Review

On December 23, 2021, the Company completed a financing with a new senior lender for US$7,700,000 of
long-term debt with proceeds used to payout the demand term loan with its existing lender and to provide
growth working capital. In addition, the Company concurrently entered into a US$1,000,000 demand operating
loan agreement with a second lender replacing the Company’s existing operating facility. Moving into 2022,
the new banking arrangement provides White Owl with the financial stability needed to support the execution

of its 2022 and 2023 business plan.

Our business plan recognises the improving market conditions, and our strategy includes a focus on the current
state of the business and considers all strategic options including asset sales, mergers and other alternatives

that aim to provide shareholders with improving returns and liquidity in the future.

For 2022, with the recent pandemic now fading into the rear-view mirror, we are focussed on generating

improved financial performance and seeking opportunities to improve and grow our business in the future.

We would again like to thank all our staff for their significant efforts in a quarter and a year which provided its
share of challenges through the continuing pandemic and the difficult working conditions brought on by the

winter.
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NON-GAAP MEASURES

The MDFR refers to terms commonly used in the industry including operating income and EBITDA. Such
terms do not have a standard meaning as prescribed by IFRS and therefore may not be comparable with the
determination of similar measures of other entities. These measures are identified as non-GAAP measures and
are used by Management to analyze operating performance and leverage. The Company’s method of
determining non-GAAP measures is disclosed where the measure is first used within the MDFR. Operating
income and EBITDA should not be considered as an alternative to, or more meaningful than, net income (loss)

as determined in accordance with IFRS.

FORWARD-LOOKING INFORMATION

This discussion contains forward-looking information, which is disclosure regarding possible events,

conditions or financial performance that is based on assumptions about future courses of action and economic

conditions. Such forward-looking information may be identified by words such as "anticipate", "will", "intend",

"could", "should", "may", "might", "expect", "forecast", "plan", "potential", "project", "assume",
"o

"contemplate", "believe", "budget", "shall", "continue", "milestone", "target", "vision", and similar terms or

the negative thereof or other comparable terminology.

The forward-looking information in this discussion is subject to significant risks and uncertainties and is based
on a number of material factors and assumptions which may prove to be incorrect, including, but not limited
to, the following: corporate strategy; general market conditions; the oil and natural gas industry; activity levels
in the oil and gas sector, including market fundamentals, drilling levels, commodity prices for oil and natural
gas; demand for the Company’s services; operational performance; expansion strategy; debt service; capital
expenditures; completion of facilities; the impact of new facilities on the Company’s financial and operational

performance; future capital needs; and access to capital through equity market and debt markets.

The forward-looking information relies on material assumptions and known and unknown risks and
uncertainties, certainty of which are beyond the Company’s control. Such risks and uncertainties include,
without limitation, the impact of general economic conditions in the United States, Canada and globally;
industry conditions; the Company's ability to increase its market share; volatility of commodity prices; delays
resulting from an inability to obtain regulatory approvals; an inability to access sufficient capital from internal
and external sources; changes in laws and regulations and changes in how they are interpreted and enforced;
environmental risks; increased competition; and the lack of qualified personnel or management. Readers are
cautioned that the foregoing list of factors and risks are not exhaustive. The Company’s actual results,
performance or achievements could differ materially from those expressed in, or implied by, the forward-
looking information and, accordingly, no assurances can be given that any of the events anticipated by the
Forward-Looking Statements will transpire or occur. Although the Company has attempted to identify
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important risks and factors that could cause actual actions, events or results to differ materially from those
described, there may be other factors and risks that cause actions, events or results not anticipated, estimated
or intended. Accordingly, readers should not place any undue reliance on the forward-looking information, as

such information may not be appropriate for other purposes.

Visit our website at www.whiteowl-services.com

26



