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MANAGEMENT’S DISCUSSION OF FINANCIAL RESULTS

For the three and nine months ended September 30, 2023

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 nine months ended September 30, 2023. 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 MDFR is based on information available to November 21, 2023, and should be read in conjunction with
White Owl’s unaudited condensed consolidated interim financial statements for the three and nine months
ended September 30, 2023, and 2022 as well as the audited consolidated financial statements for the years
ended December 31, 2022, and 2021. 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.

THIRD QUARTER AND YEAR TO DATE SEPTEMBER 30, 2023, HIGHLIGHTS

Highlights for the three and nine months ended September 30, 2023, are summarized as follows:

e Bank term debt repayments totaled US$2,202,862 in Q3 2023 as White Owl continues its debt
reduction strategy in the current high interest rate environment, resulting in outstanding long-term debt
of US$3,784,358 (CAD $4,821,000) at September 30, 2023. In October and November 2023, White
Owl has further reduced bank term debt by US$713,880. Since December 31, 2022, the Corporation
has reduced its bank term loan by 57%, or US$4,058,382, resulting in an outstanding long-term debt
balance of US$3,070,478 as at November 21, 2023, the date of this report.

e Q32023 EBITDA from continuing operations is $1,884,000, up 13% from $1,664,000 in Q2 2023,
but down 4% from $1,955,000 earned in Q3 2022 when the realized net oil price averaged US$82.60
per barrel versus US$73.01 per barrel in Q3 2023. For the nine months ended September 30, 2023,
EBITDA from continuing operations totaled $4,949,000 compared to $5,803,000 for the comparable
2022 nine-month period when the net realized oil price was 28% higher than the average for the current
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nine-month period.

e Fluid disposal revenues increased 57% to $3,500,000 for Q3 2023, from $2,231,000 for Q3 2022. The
increase is a result of the current quarter’s disposal volumes increasing 34% to average 44,559 barrels
per day (“bpd”) from 33,302 bpd for Q3 2022, due to sustained drilling and completion activity across
North Dakota during the past year. For the nine months ended September 30, 2023, fluid disposal
revenues increased 52% to $9,088,000 from $5,975,000 for the prior year nine-month period as a result

of disposal volumes increasing 36% to 41,235 bpd from 30,289 bpd.

e Recovered oil volumes for Q3 2023 increased 40% to 22,524 barrels from 16,123 barrels for Q3 2022
and, despite lower oil prices, oil sales revenue increased 27% between the two quarters. For the nine
months ended September 30, 2023, recovered oil volumes increased 17% to 60,237 barrels from 51,301
barrels for the prior year comparable period, while oil sales revenue decreased 3% to $5,586,000 from

$5,786,000 due to lower oil prices.

e The average realized net oil price (“netback price”) received for White Owl’s recovered oil volumes
for Q3 2023 decreased 12% to US$73.01 per barrel from US$82.60 per barrel for Q3 2022, while the
netback price decreased 22% to US$68.89 per barrel for the nine months ended September 30, 2023,
from US$87.96 per barrel for the comparable 2022 nine-month period. A positive North Dakota
differential of US$0.57 per barrel for Q3 2023 over the West Texas Intermediate price (‘“Positive
Differential”’) benefited the netback price for the quarter. For Q3 2022, the Positive Differential was
US$3.50 per barrel.

¢ Following commissioning of the second Epping SWD disposal well and connecting pipeline in Q4
2022, fluid volumes continued to improve at this site with gross fluid disposal volumes of 11,718 bpd
for Q3 2023, an increase of 19% from 9,850 bpd in Q2 2023, and a 57% increase over 7,487 bpd
recorded in Q1 2023.

e Alexander disposal volumes more than doubled to 39,712 barrels for Q3 2023 from 18,534 barrels for
Q3 2022. For the nine months ended September 30, 2023, disposal volumes at this site increased 154%
to 97,541 barrels from 38,439 barrels for the prior year nine-month period. As a result, year-to-date
operating income increased for Alexander to $280,000 from a nominal $4,000 for the prior year nine-

month period.

e Capital expenditures for the three and nine months ended September 30, 2023, totaled $656,000 and
$1,012,000, respectively. Capital projects for the year to date include $471,000 at the New Town SWD
facility (electrical upgrades and stormwater pond upgrades), and $403,000 at the Ross SWD facility

(de-sand tank and piping upgrades, rental pump installation and rural water connection).
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FINANCIAL AND OPERATIONAL HIGHLIGHTS

Three months ended
September 30 @,

Nine months ended
September 30 @,

($000’s, unless otherwise noted) 2023 2022 % 2023 2022 Y%
Continuing operations
North Dakota operations
Disposal volumes (Bbls) 4,099,450 3,063,741 34% 11,257,037 8,268,842 36%
Recovered oil sales volumes (Bbls) 22,524 16,123 40% 60,237 51,301 17%
Disposal revenue ($ per Bbl) $0.85 $0.73 17% $0.81 $0.72 12%
Oil sales revenue ($ per Bbl) $98.06  $107.83 -9% $92.73 $112.78 -18%
Operating costs and royalties ($ per Bbl) $0.82 $0.51 61% $0.75 $0.57 31%
North Dakota disposal and services revenue
Disposal revenue $3,500 $2,231 57% $9,088 $5,975 52%
Oil sales revenue 2,209 1,739 27% 5,586 5,786 -3%
Other revenue 125 128 -2% 315 275 15%
Total revenue — North Dakota continuing
operations 5,834 4,098 42% 14,989 12,036 25%
Operating costs (3,376) (1,576)  114% (8,390) (4,690) 79%
Operating income® — North Dakota
continuing operations $2,458 $2,522 -3% $6,599 $7,346 -10%
General and administrative expenses (“G&A”) (574) (567) 1% (1,650) (1,543) 7%
EBITDA @ continuing operations $1,884 $1,955 -4% $4,949 $5,803 -15%
Other income and expenses
Depreciation (490) (426) 15% (1,440) (1,240) 16%
Amortization (16) (16) 0% (48) (46) 4%
Finance costs 302) (271) 11% (841) (671) 25%
Share-based payments 9 (23) -61% (41) (51 -20%
Foreign exchange gain (losses) 401) (825) -51% (66) (1,034) -94%
Gain (loss) on disposal of property, plant and
equipment - net - (6) -100% 9 (6) -250%
Gain on loan payable forgiveness 20 - 100% 20 511 -96%
Income tax expense ()] - 100% (@) (2) 250%
Net income from continuing operations $685 $388  77% $2,535 $3,264 -22%
Income/loss from discontinued operation - (64) -100% 502 (681) 174%
Net income $685 $324 111% $3,037 $2,583 18%

(1) Refer to “Non-GAAP Measures” for additional information.

(2) Comparative information has been re-presented due to a discontinued operation.

Q3 2023 is the Company’s strongest quarter in 2023 to date with EBITDA from continuing operations of
$1,884,000. This is an increase of 14% from $1,651,000 in Q2 2023 and up 33% from $1,412,000 in Q1 2023,
but down 4% from $1,956,000 earned in Q3 2022 when the realized net oil price averaged US $82.60 per barrel

versus US $73.01 per barrel in Q3 2023. With the disposition of the Corporation’s Clairmont midstream assets

in October 2022 and the Clairmont oil and gas assets in May 2023, the Corporation no longer conducts

operations in Alberta or Canada. As a result, the comparative financial information in the table above has been

restated to show the discontinued Alberta operations separately from the continuing North Dakota operations.
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North Dakota — Continuing Operations
Operating Income:

Q3 2023 operating income remained relatively flat at $2,458,000 compared to $2,522,000 for Q3 2022 as
higher fluid disposal revenues (up 34%) and recovered oil revenues (up 27%) were offset by increased
operating costs (up 114%). As discussed below under “Operating Costs”, the increase in operating costs is
mainly attributable to the processing of higher disposal volumes, tank cleanout and related solids disposal costs,
a well workover at the New Town SWD facility and a return to full staffing levels at all of the Company’s sites.
These increases in input costs are as a result of increased volumes at the Corporation’s SWDs combined with

inflationary pressures.
Volumes:

For the three and nine months ended September 30, 2023, fluid disposal volumes increased 34% and 36% to
44,559 bpd and 41,235 bpd, respectively, from 33,302 bpd and 30,289 bpd, respectively, for the 2022
comparable three and nine-month periods, mainly due to increased drilling and completion activity around the
Corporation’s Ross, New Town, Tioga and Epping SWD facilities. Fluid disposal volumes include trucked
production and flowback water (New Town, Watford City, Ross, Tioga and Epping facilities), pipeline water
(Tioga, Epping and Watford City facilities) as well as non-hazardous industrial water disposed of by the
Alexander facility.

The increased activity has resulted in increased flowback and early production water volumes at most locations.
This water is richer in oil content than produced water and pipeline water. For the three and nine months ended
September 30, 2023, flowback volumes increased 203% to 6,592 bpd and increased 110% to 4,645 bpd,
respectively, from 2,178 bpd and 2,216 bpd, respectively, for the 2022 comparable three and nine-month
periods. In particular, the Ross and Tioga SWD facilities accounted for 84% of total flowback volumes for the
nine months ended September 30, 2023, compared to 75% in the comparable 2022 nine-month period.
Flowback water commands a higher disposal fee than production water and is currently 11% of fluid disposal

volumes, up from 7% for the nine months ended September 30, 2022.

Non-hazardous industrial water volumes disposed by the Alexander facility are included in total fluid disposal
volumes mentioned above and increased 155% to 96,541 barrels for the nine months ended September 30,
2023, from 37,893 barrels for the comparable 2022 nine-month period. The bulk of this volume was received
during the second and third quarters as volumes were minimal in the first quarter due to winter temperatures
which prevent transportation of this class of water. The increase in volumes is mainly due to heavy snowfall

filling the region's leachate ponds late in 2022 and in the first quarter of 2023.
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Recovered oil volumes increased 40% to 22,524 barrels for Q3 2023 from 16,123 barrels for Q3 2022, with
the Ross and New Town SWD facilities accounting for 66% of total Q3 2023 oil volumes versus 72% for Q3
2022. These two facilities accounted for 67% of White Owl’s recovered oil volumes for the nine months ended
September 30, 2023, compared to 79% for the comparable 2022 nine-month period. As discussed above, the

increase in recovered oil volumes is mainly due to the increased flowback and early production water.
Revenue and Pricing:

The increased fluid disposal and recovered oil volumes led to Q3 2023 total revenues increasing 42% to
$5,834,000 from $4,098,000 for Q3 2022. Fluid disposal revenues for Q3 2023 increased 57% to $3,500,000
from $2,231,000 for Q3 2022, while oil sales revenue increased 27% to $2,209,000 from $1,739,000 between
the two quarters. For the nine months ended September 30, 2023, total revenues increased 25% to $14,989,000
from $12,036,000 for the comparable 2022 nine-month period, with disposal revenues increasing 52% to
$9,088,000 from $5,975,000. For the current nine-month period, oil sales revenue remained relatively flat at

$5,586,000 compared to $5,786,000 for the comparable 2022 nine-month period due to lower oil pricing.

Fluid disposal revenues also include flowback revenues which increased 76% to $1,845,000 for the nine
months ended September 30, 2023, from $1,050,000 for the comparable 2022 nine-month period, as flowback
volumes more than doubled, while flowback pricing decreased 16% between the two periods due to

competitive pressures especially around the Tioga SWD facility.

Oil sales continue to be a material component of revenues and accounted for 37% of total revenues for the nine
months ended September 30, 2023, down from 48% for the nine months ended September 30, 2022, when the
realized net oil price was 28% higher. The average West Texas Intermediate price (“WTI”) decreased 21% to
US$77.38 per barrel for the nine months ended September 30, 2023, from US$98.06 per barrel for the
comparable 2022 nine-month period. Similarly, the Corporation’s netback oil price decreased 22% to
US$68.89 per barrel for the current nine-month period from US$87.96 per barrel for the comparable 2022 nine-
month period. White Owl’s netback oil price is determined as the WTI average oil price less deductions for
trucking costs, taxes and the addition of the Positive Differential (US$0.81 per barrel for the nine months ended
September 30, 2023, versus US$2.29 per barrel for the 2022 comparable nine-month period).

Other revenue which includes interest earned on cash deposits and recoveries from joint venture operations
increased 15% to $315,000 for the nine months ended September 30, 2023, from $275,000 for the nine months
ended September 30, 2022. The increase is mainly due to interest earned on cash deposits increasing by
$54,000 for the nine months ended September 30, 2023, over the comparable 2022 nine-month period, partially
offset by a decrease of $14,000 in overhead recovery fees from Epping. In 2022, White Owl earned overhead

fees related to construction management of the second disposal well which was commissioned in Q4 2022.
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Operating Costs:

For the three and nine months ended September 30, 2023, operating costs and royalties from continuing
operations increased 61% and 31% to $0.82 per barrel and $0.75 per barrel, respectively from $0.51 per barrel
and $0.57 per barrel, respectively, for the three and nine months ended September 30, 2022. The $0.18 per
barrel increase in operating costs for the nine months ended September 30, 2023, over the prior year nine-

month period, is due to the following main factors:

. Disposal volumes increased 36% to 41,235 bpd in 2023 from 30,289 bpd in 2022, resulting in increased
variable operating costs, particularly tank cleanout and related solids disposal costs, chemical and filter costs,

repairs and maintenance and labour.

. The increase in flowback volumes (up 110% year-over-year) has resulted in tank cleanout and related
solids' disposal costs increasing by $0.05 per barrel in 2023 to date over the prior year. In addition, the

increased disposal volumes led to chemical and filter costs increasing by $0.02 per barrel year-over-year.

. Repairs and maintenance costs increased by $0.05 per disposal barrel for the nine months ended

September 30, 2023, over the prior year comparable nine-month period.

. To handle the increased volumes in 2023, White Owl's sites returned to full staffing levels which led
to the hiring of personnel and an increase in hourly rates and salaries to attract and retain people in a very tight
labour market. As a result, labour costs for the nine months ended September 30, 2023, increased by $0.04 per

barrel compared to the prior year nine-month period.

. Well workover costs of $342,000 (or, $0.02 per barrel) at the New Town SWD facility were incurred
in Q3 2023 due to increasing annulus pressure levels from an apparent casing leak. Although the problem has

been resolved with annulus pressure stable at zero, further work may be required in Q4 2023 or in early 2024.
Please see REVENUE AND OPERATING INCOME (LOSS) BY FACILITY on Page 7.
Alberta — Discontinued Operation

On May 24, 2023, the Company disposed of its wholly owned subsidiary, White Owl Energy Services Ltd.,
for nominal consideration. The disposition comprised the shut-in oil and gas wells at Clairmont and included
cash and cash equivalents, deposits, accounts receivable, oil and gas property, plant and equipment and the
assumption by the purchaser of accounts payable, promissory notes, surface lease liabilities and all
decommissioning liabilities associated with the Clairmont oil and gas assets. For additional information, please

see Canada on Page 18.
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On October 14, 2022, the Company disposed of the Clairmont Terminal assets and associated liabilities for
$1,400,000 ($1,250,000 net of costs). The disposition consisted of Clairmont Terminal property, plant and

equipment, four associated wells and associated decommissioning liabilities and surface lease liabilities.

REVENUE AND OPERATING INCOME (LOSS) BY FACILITY

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

($000's) 2023 2022 % 2023 2022 %
Oilfield waste disposal and oil sales
New Town 1,219 1,690 -28% 3,817 4,602 -17%
Watford City 720 643 12% 2,430 2,057 18%
Ross 2,485 1,067 133% 5,472 2,963 85%
Alexander 274 109 151% 674 252 167%
Tioga JV 720 336 114% 1,491 1,496 0%
Epping JV 291 125 133% 790 391 102%

5,709 3,970 44% 14,674 11,761 25%
Other revenue 125 128 -2% 315 275 15%
Revenue from continuing operations 5,834 4,098 42% 14,989 12,036 25%
Revenue discontinued operation - 316 -100% - 808 -100%
Total revenue 5,834 4,414 32% 14,989 12,844 17%
Operating income (loss) from continuing
operations
New Town 162 981 -83% 1,312 2,655 -51%
Watford City 219 265 -17% 934 989 -6%
Ross 1,440 598 141% 2,964 1,930 54%
Alexander 151 62 144% 280 4 6900%
Tioga JV 330 168 96% 635 944 -33%
Epping JV 31 8 288% 159 102 56%
Employee Retention Credit - 312 -100% - 446 -100%

2,333 2,394 -3% 6,284 7,071 -11%
Other revenue 125 128 -3% 315 275 15%
Operating income (") from continuing operations 2,458 2,522 -3% 6,599 7346 -10%
Operating loss (V) discontinued operation - (37 -100% 29 447 -94%
Total operating income (" 2,458 2,485 -1% 6,570 6,899 -5%

(1) Refer to “Non-GAAP Measures” for additional information.

(2) Comparative information has been re-presented due to a discontinued operation.
New Town SWD Facility
Environmental and Safety:

There were no spills, environmental incidents, or safety incidents in the three and nine months ended September

30, 2023.
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Operating Income:

For the nine months ended September 30, 2023, operating income decreased 51% to $1,312,000 from
$2,655,000 for the comparable 2022 nine-month period, mainly due to lower recovered oil volumes (down

25%) and higher operating costs. Please see “Operating Costs and Royalties” below.

Q3 2023 operating income decreased 83% to $162,000 from $981,000 for Q3 2022 due to well workover costs
of $342,000 recorded in the quarter, lower fluid disposal volumes (down 25%) and lower oil recovered volumes

(down 30%).
Volumes:

For the nine months ended September 30, 2023, disposal volumes remained flat at 12,517 bpd compared to
12,472 bpd for the comparable 2022 nine-month period. Q3 2023 fluid disposal volumes for this facility
decreased 25% to 11,072 bpd from 14,719 bpd for Q3 2022, mainly due to a temporary shut-down in September

to complete downhole work on the disposal well. Please see “Operating Costs and Royalties” below.

Flowback volumes continue to be low at this site due to competitive pressure from an adjoining SWD where
the competitor prices flowback disposal at production water prices. For the three and nine months ended
September 30, 2023, flowback volumes averaged 125 bpd and 152 bpd, compared to 66 bpd and 193 bpd for
the 2022 comparable periods.

While fluid disposal volumes remained flat, recovered oil volumes for the nine months ended September 30,
2023, decreased 25% to 16,963 barrels from 22,477 barrels for the comparable 2022 nine-month period. Oil
recovery volumes have decreased to a monthly average of 1,900 barrels in 2023 from 2,500 barrels in 2022
mainly due to the age of the wells that provide production water to the New Town SWD facility. In 2022, fluid
disposal volumes contained a higher proportion of early production water from new wells, which contains more
oil than produced water from older wells. Q3 2023 recovered oil volumes decreased 30% to 5,539 barrels from

7,909 barrels for Q3 2022 mainly due to the 25% decrease in fluid disposal volumes between the two periods.
Revenues and Pricing:

While fluid disposal revenues increased 9% to $2,258,000 for the nine months ended September 30, 2023,
from $2,080,000 for the comparable 2022 nine-month period, oil revenues decreased 38% to $1,559,000 from
$2,522,000 over the same nine-month periods. This decrease was the result of a 25% decrease in oil volumes
combined with an 18% decrease in the realized net oil price. (please see “Volumes” above). As a result, total
revenues decreased 17% to $3,817,000 for the nine months ended September 30, 2023, from $4,602,000 for

the 2022 nine-month period, mainly due to lower recovered oil revenues.

Similarly, Q3 2023 total revenues decreased 28% to $1,219,000 from $1,690,000 for Q3 2022 due to fluid

disposal revenues decreasing 18% to $682,000 from $830,000 over the two quarters. Q3 2023 oil revenues
8
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decreased 38% to $537,000 from $860,000 for Q3 2022 due to lower oil volumes (down 30%) and lower oil
pricing (down 10%).

Operating Costs and Royalties:

For the nine months ended September 30, 2023, operating costs increased 29% to $2,505,000 (or $0.73 per
barrel) from $1,947,000 (or $0.57 per barrel) for the comparable 2022 nine-month period, mainly due to well
workover costs of $342,000 (or $0.10 per barrel) recorded in Q3 2023. In addition, solids disposal costs,

chemical and filter costs and labour costs increased in the current nine-month period.

Q3 2023 operating costs increased 49% to $1,057,000 (or $1.04 per barrel) from $709,000 (or $0.52 per barrel)
for Q3 2022, mainly due to the well workover which accounted for $0.34 per barrel of expenses in the current
quarter. During the quarter, the annulus on the disposal well pressured up on an intermittent basis, and the
downhole isolation packer and well tubing were replaced. Following the workover, the annulus passed
regulatory inspection but has continued to pressure up on an intermittent basis. Further downhole work may

be needed in Q4 2023 or Q1 2024 should the annulus pressure return.

Work began earlier in 2023 to remediate soil beneath the injection pump skids and this project to replace the
contaminated soil with clean soil is ongoing. The modified pump building will be placed within a lined
containment area and this work is expected to be completed in the fourth quarter. The estimated costs of
$350,000 for this project have been accrued in the condensed consolidated interim financial statements of

White Owl for the three and nine months ended September 30, 2023.
Capital Project:

Capital projects for the nine months ended September 30, 2023, totaled $471,000 and included electrical system
upgrades ($245,000), stormwater pond construction and upgrades ($134,000) and injection pump skid upgrade
($61,000).

The electrical system upgrade includes installing a new transformer and upgrades to the electrical panels. The
upgrades to the main electrical panels were completed in Q3 2023, while the transformer will be installed

during Q4 2023.

The project to upgrade the stormwater ponds was substantially completed in Q3 2023 with excavations for
enlarging the south stormwater pond and construction of a new north stormwater pond. The liner for both

ponds will be installed during Q4 2023.

The injection system at the New Town SWD is being upgraded with the purchase and installation of an 800-
hp horizontal permanent pump to replace the existing 600-hp rental pump. This project is scheduled for the

first half of 2024 and will result in increased plant capacity of 3,000 bpd.
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Watford City SWD Facility
Environmental and Safety:

There were no spills, environmental or safety incidents for the three and nine months ended September 30,

2023.
Operating Income:

For the nine months ended September 30, 2023, operating income remained relatively flat at $934,000
compared to $989,000 for the comparable 2022 nine-month period. Q3 2023 operating income decreased 17%
to $219,000 from $265,000 for Q3 2022 mainly due to increased tank clean out and related solids’ disposal

costs (please see “Operating Costs and Royalties” below).
Volumes:

Despite more active competition in the Watford City area, increased well completion activity led to fluid
disposal volumes increasing 11% to 7,378 bpd for the nine months ended September 30, 2023, from 6,649 bpd
for the nine months ended September 30, 2022. Q3 2023 fluid disposal volumes decreased 9% to 5,843 bpd
from 6,392 bpd for Q3 2022 mainly due to the absence of pipeline volumes in the current quarter versus the

1,181 bpd of pipeline water received in Q3 2022.

With the higher disposal volumes and a higher proportion of oil-rich flowback water, recovered oil volumes
increased 40% to 10,600 barrels for the nine months ended September 30, 2023, from 7,548 barrels for the
comparable 2022 nine-month period, while Q3 2023 recovered oil volumes increased 45% to 3,046 barrels

from 2,097 barrels for Q3 2022.
Revenues and Pricing:

For the nine months ended September 30, 2023, total revenues increased 18% to $2,430,000 from $2,057,000
for the comparable 2022 nine-month period. The increase in total revenues for the current nine-month period
is mainly due to fluid disposal revenues increasing 20% to $1,453,000 from $1,214,000 for the prior year nine-
month period, due to the 11% increase in disposal volumes and a 10% increase in pricing for trucked-in water
at this facility. Recovered oil revenues for the current nine-month period increased 16% to $977,000 from
$843,000 for the comparable 2022 nine-month period as the financial impact of the 40% increase in recovered

oil volumes more than offset lower oil pricing.

Q3 2023 total revenues increased 12% to $720,000 from $643,000 for Q3 2022, mostly due to recovered oil
revenues increasing by $74,000 as the 45% increase in oil volumes more than offsetting lower oil pricing. Q3
2023 fluid disposal revenues remained flat at $420,000 compared to $414,000 for Q3 2022, as the lower

volumes were offset by improved pricing for trucked-in water (up 10%).
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Operating Costs and Royalties:

For the nine months ended September 30, 2023, operating costs increased 40% to $1,496,000 (or $0.74 per
barrel) from $1,068,000 (or $0.57 per barrel) for the comparable 2022 nine-month period. The increase is
mainly due to repairs and maintenance expenses increasing by $304,000 (or $0.15 per barrel) between Q3 2023
and Q3 2022. This increase is primarily due to tank cleanout and related solids’ disposal expenses combined

withand repairs to the injection pump and its electrical drive.

Q3 2023 operating costs increased 33% to $501,000 ($0.93 per barrel) from $378,000 (or $0.64 per barrel) for
Q3 2022, mainly due to higher tank clean out and related solids’ disposal expenses ($0.20 per barrel for the
quarter) and higher labour costs ($0.07 per barrel).

Capital Projects:

For the nine months ended September 30, 2023, capital projects at this site comprised upgrades to the fire

detection system ($15,000).
Ross SWD Facility
Environmental and Safety:

There were no spills, environmental incidents, or safety incidents for the three and nine months ended

September 30, 2023.
Operating Income:

Q3 2023 operating income increased dramatically by 141% to $1,440,000 from $598,000 for Q3 2022 as fluid
disposal and recovered oil volumes increased 147% and 106%, respectively, due to increased producer activity
in the area. For the nine months ended September 30, 2023, operating income increased 54% to $2,964,000
from $1,930,000 for the nine months ended September 30, 2022, due to higher water disposal revenues (up
152%) and recovered oil revenues (up 30%) which more than offset increased operating costs (up 132%).

Please see “Operating Costs and Royalties” below.
Volumes:

For the nine months ended September 30, 2023, fluid disposal volumes increased 148% to 14,425 bpd from
5,819 bpd for the comparable 2022 nine-month period. The increase in disposal volumes is due to planned
increases in well completion activity by area producers. Similarly, Q3 2023 fluid disposal volumes increased
147% to 18,411 bpd from 7,448 bpd for Q3 2022. A second rental injection pump was installed in Q2 2023 in
anticipation of the increased disposal volumes. Fluid disposal volumes for Q3 2023 increased 48% over the

previous quarter, Q2 2023.

11



WHITE OWL ENERGY SERVICES INC.
MANAGEMENT DISCUSSION OF FINANCIAL RESULTS - Q3 2023

Increases in well completions have led to flowback volumes increasing 49% to 4,417 bpd for Q3 2023 from
2,957 bpd for the prior quarter, Q2 2023, and more than three-fold from 1,388 bpd for last year’s Q3 2022. For
the nine months ended September 30, 2023, flowback volumes also tripled to 3,085 bpd from 1,051 bpd for

the 2022 comparable nine-month period.

The increased fluid disposal volumes led to recovered oil volumes more than doubling to 9,842 barrels for Q3
2023 from 4,781 barrels for Q3 2022 and increasing 58% to 22,708 barrels for the current nine-month period
from 14,411 barrels for the comparable 2022 period.

Revenues and Pricing:

For the nine months ended September 30, 2023, the increased fluid disposal and recovered oil volumes led to
total revenues for the Ross SWD facility increasing 85% to $5,472,000 from $2,963,000 for the comparable
2022 nine-month period. Fluid disposal revenues increased 152% to $3,354,000 for the current nine-month
period from $1,329,000 for the same period in 2022, approximately matching the 148% increase in disposal
volumes. Recovered oil revenues increased 30% to $2,118,000 compared to $1,634,000 for the comparable
nine-month period, as the increased oil volumes (up 58%) were partially offset by lower oil pricing (down

22%).

Q3 2023 total revenues increased 133% to $2,485,000 from $1,067,000 for Q3 2022. Fluid disposal revenues
increased 173% to $1,517,000 from $556,000 between the two three-month periods, due to the higher disposal
volumes (up 147%). Recovered oil revenues increased 89% to $965,000 for Q3 2023 from $510,000 for Q3

2022, as volumes more than doubled and oil pricing decreased 10%.
Operating Costs and Royalties:

For the nine months ended September 30, 2023, operating costs and royalties more than doubled to $2,502,000
(or $0.64 per barrel) from $1,033,000 (or $0.65 per barrel) for the comparable 2022 period when the facility
was unmanned due to low volumes. In 2023, the economies of scale from the significantly increased volumes
(up 148%) were offset by higher repairs and maintenance expenses and manpower costs, as the site now has
operators onsite 24 hours per day compared to unmanned operations a year ago. Repairs and maintenance
expenses for the current nine-month period include the installation of a de-sand tank, piping upgrades and tank

clean out and solids’ disposal costs.

Q3 2023 operating costs increased 123% to $1,045,000 (or $0.62 per barrel) from $469,000 (or $0.68 per
barrel) for Q3 2022 due to the significant increase in disposal volumes (up 147%).

Capital Projects:

For the nine months ended September 30, 2023, capital projects at this facility totaled $403,000 and included

upgrades to the de-sand tanks and piping changes ($187,000), installation costs for the second rental pump
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($77,000) and a rural water connection ($53,000). The second rental pump was installed to increase the
injection capacity of the facility in response to significantly increased disposal volumes, as described above —

please see “Volumes”.
Alexander Class 1 Facility

White Owl’s Class 1 water disposal business was established in 2019 with the conversion of the underutilised
Alexander Class 2 SWD to Class 1 disposal. The customer base 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. Although there are significant volumes of Class 1 water generated in North
Dakota, some generators continue to use permitted Class 2 facilities for disposal. This practice is anticipated
to decline over time as internal pressure for environmental compliance combined with regulatory enforcement
will encourage generators to use Class 1 disposal. During 2022, the Class 1 customer base expanded due to
the growing recognition that a local Class 1 disposal service is readily accessible. The alternatives for waste
generators are unauthorised disposal in Class 2 facilities or shipping to Class 1 treatment facilities in adjoining

states.
Environmental and Safety:

There were no spills, environmental incidents, or safety issues during the three and nine months ended

September 30, 2023.
Volumes:

Alexander volumes for Q3 2023 more than doubled to 39,712 barrels from 18,534 barrels for Q3 2022. Heavy
snowfall late in 2022 and in Q1 2023 filled the region's leachate ponds, which has led to the significantly
improved volumes for this facility both for the current quarter and for the year-to-date. For the nine months
ended September 30, 2023, volumes increased 154% to 97,541 barrels from 38,439 barrels for the prior year
nine-month period, with most of these volumes disposed in the second and third quarters. First quarter disposal
activity is minimal at this site as freezing temperatures prevent the transportation of non-hazardous industrial
wastewater which is mainly fresh water as opposed to saltwater volumes disposed by White Owl’s other

facilities.

Due to downhole restrictions the injection capacity of the disposal well at this site is now limited to
approximately 400-450 bpd, or 12,000 to 13,500 barrels per month, which exceeds the break-even volume
level of 4,000 to 5,000 barrels per month. The available market is now greater than the capacity of the

Alexander Class 1 well and management is looking at options to expand its disposal capacity.
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Operating Income:

The higher disposal volumes resulted in operating income for the three and nine months ended September 30,
2023, increasing to $151,000 and $280,000, respectively, from $62,000 and $4,000, respectively, for the
comparable 2022 periods.

Capital Projects:
Minimal capital projects are planned for this facility in 2023.
Tioga SWD JV Facility

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 spills, environmental incidents, or safety issues during the three and nine months ended

September 30, 2023.
Operating Income:

Q3 2023 operating income doubled to $330,000 from $168,000 for Q3 2022 due to a 74% increase in fluid
disposal volumes and a three-fold increase in recovered oil volumes. For the nine months ended September
30, 2023, operating income decreased 33% to $635,000 from $944,000 for the comparable 2022 nine-month
period due to lower fluid disposal volumes (down 5%) and higher operating costs (up 55%). Please see

“Operating Costs and Royalties” below.
Volumes:

Increased producer activity in the area led to a three-fold increase in recovered oil volumes to 8,063 barrels for
Q3 2023 from 2,700 barrels for Q3 2022, and fluid disposal volumes increasing 74% to 9,998 bpd for the
current quarter from 5,753 bpd for the prior year comparable quarter. In particular, flowback volumes more

than tripled to 2,637 bpd from 774 bpd between the two quarters.

The increased flowback volumes (up 38%) led to recovered oil volumes increasing 31% to 18,179 barrels for
the nine months ended September 30, 2023, from 13,906 bpd for the 2022 comparable nine-month period. For
the nine months ended September 30, 2023, fluid disposal volumes decreased 5% to 6,726 bpd from 7,097 bpd

for the comparable 2022 nine-month period.

Several producers are actively permitting and drilling wells in the area resulting in October 2023 volumes

increasing to 12,300 bpd from 9,998 bpd in Q3 2022.
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Revenues and Pricing:

Q3 2023 total revenues, net to White Owl, for this facility more than doubled to $720,000 from $336,000 for
Q3 2022, due to higher fluid disposal volumes (up 74%) and the three-fold increase in recovered oil volumes
offsetting lower pricing for production water (down 8%) and flowback (down 24%). Pricing decreased due to

competitive pressures.

For the nine months ended September 30, 2023, total revenues, net to White Owl, remained flat at $1,491,000
compared to $1,496,000 for the comparable 2022 nine-month period. Fluid disposal revenues for the current
nine-month period decreased 8% to $693,000 from $750,000 for the 2022 comparable nine-month period,
while recovered oil revenues increased 7% to $798,000 from $746,000, as oil volume sales increased 30% and

oil pricing decreased 23%.
Operating Costs and Royalties:

The Tioga SWD facility has been attracting flowback water due to its high oil content, which has resulted in
solids’ buildup in the tanks. The additional revenue from flowback disposal fees and the resulting oil recovery

significantly exceeds the increase in operating costs to remove solids’ buildup in the tanks.

Q3 2023 operating costs and royalties increased 132% to $390,000 (or $0.90 per barrel) from $168,000 (or
$0.68 per barrel) for Q3 2022. The increase in operating costs is mainly due to the 74% increase in fluid
disposal volumes and tank clean out and related solids’ disposal costs and general repairs and maintenance

which together accounted for $162,000 of the increase.

For the nine months ended September 30, 2023, operating costs and royalties increased 55% to $856,000 (or
$0.99 per barrel) from $552,000 (or $0.61 per barrel) for the comparable 2022 nine-month period. Higher
solids disposal costs along with an increase in general repairs and maintenance expenses accounted for

$238,000 (or $0.28 per barrel) of the increase.
Capital Projects:

For the nine months ended September 30, 2023, capital projects at this facility totaled $41,000 and included
pump upgrades ($34,000) and injection skid sump pumps ($7,000). Due to permitting activity in the area and
the increasing volumes being delivered to the Tioga SWD, a horizontal rental pump is being installed at the
site during Q4 2023. The installation of a horizontal pump will reduce site maintenance costs on the older

triplex injection pumps as well as increasing plant capacity by 2,000 bpd.
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Epping SWD JV Facility

The commissioning of the 2™ injection well and connecting pipeline in November 2022 has resulted in injection
capacity at the Epping JV SWD facility increasing to approximately 18,000 bpd, compared to 6,000 bpd

previously.

In Q2 2022, White Owl increased its participation in the Epping Joint Venture by 2.5%, to hold a 35% interest
in the Joint Venture, which became effective on November 1, 2022, when the second well and connecting
pipeline were commissioned and commenced accepting fluid volumes for disposal. White Owl earned this

increased working interest by funding an additional portion of the cost overrun on the second well.

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

Owl’s 35% interest in the Epping JV.
Environmental and Safety:
In the third quarter of 2023, there were no reportable spills, environmental incidents or safety incidents.

Previously, there was a reportable spill at the facility on February 15, 2023. Approximately 15 barrels of fluid
were spilled from the top of the tanks in the tank farm onto the lined containment area. The spill was
immediately cleaned up and the North Dakota Industrial Commission was notified. The total cost of the clean

up was $19,000.
Operating Income:

Operating income for the three and nine months ended September 30, 2023, increased to $31,000 and $159,000
from $8,000 and $102,000 for the three and nine months ended September 30, 2022. Increased disposal
volumes following commissioning of the second well in November 2022 led to the increased operating income

in 2023.
Volumes:

Q3 2023 fluid disposal volumes more than doubled to 11,718 bpd from 5,652 bpd for Q3 2022 following
commissioning of the second injection well and connecting pipeline in Q4 2022. For the nine months ended
September 30, 2023, fluid disposal volumes increased 68% to 9,701 bpd from 5,763 bpd for the comparable
2022 nine-month period. The additional volumes constitute trucked-in production water which has more oil
content than pipeline volumes. Pipeline volumes which have very little oil content, now represent about 40%
of total fluid disposal volumes in 2023 versus 79% in 2022. As a result, recovered oil volumes increased more
than four-fold to 876 barrels in Q3 2023 from 205 barrels for Q3 2022 and also increased four-fold to 4,064
barrels for the nine months ended September 30, 2023, from 1,012 barrels for the comparable 2022 nine-month

period.
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Although fluid disposal volumes have been increasing since commissioning of the second well, oil recovery at
this facility is low relative to the Corporation’s other SWD facilities. This is due to the volume of pipeline
water being received combined with measures introduced by a major customer to reduce the oil content of the

water being trucked to the site.

Marketing efforts to increase disposal volumes at this site remain a focus for the Corporation and these efforts
are paying off with increased truck traffic. Furthermore, several producers in the area are forecasting increased
activity in 2024 and 2025 with the pipeline connected customer requesting a significant increase in plant

capacity for 2025.
Revenues and Pricing:

Total revenue net to White Owl more than doubled to $291,000 for Q3 2023 from $125,000 for Q3 2022, due
to the higher fluid disposal volumes (up 107%) and recovered oil volumes (a four-fold increase). Fluid disposal
revenues increased to $262,000 from $118,000, while oil revenues increased to $29,000 from $7,000 despite a
14% decrease in the netback oil price. Flowback pricing increased 13% for Q3 2023 relative to Q3 2022 due
to the current quarter’s volumes including oilfield surface wastewater which commanded a higher disposal

price.

For the nine months ended September 30, 2023, total revenues doubled to $790,000 from $391,000 for the
comparable 2022 nine-month period. Fluid disposal revenues increased 87% to $662,000 from $354,000 with
higher-priced flowback revenues representing a greater proportion of total revenues in the current nine-month
period. Oil revenues increased to $128,000 from $37,000 due to the increased oil volume sales (up four-fold),

despite a 16% decrease in the netback oil price.
Operating Costs and Royalties:

Operating costs totaled $260,000 (or $0.69 per barrel) for Q3 2023 compared to $117,000 (or $0.64 per barrel)
for Q3 2022. The increase in unit cost is mainly due to tank clean out and related solids disposal costs
increasing by $36,600 (or $0.06 per barrel) in the current quarter. This is the first time that solids were removed
from the water tanks at this facility which commenced operations in late 2018. With the increased volumes,
solids’ removal will be an annual activity and the de-sand tank will continue to be cleaned out approximately

every 3 months.

For the nine months ended September 30, 2023, operating costs totaled $631,000 (or $0.68 per barrel)
compared to $289,000 (or $0.52 per barrel), with the increase due to higher disposal volumes (up 68%) and the
higher tank clean out costs mentioned previously. In addition, labour costs increased following the return to
full staffing levels with commissioning of the second disposal well in Q4 2022 and in advance of anticipated

disposal volume increases.
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Capital Projects:

Minimal capital projects are planned for 2023. A sump collection system for the truck offloads is scheduled

for Q4 2023.
Canada
Discontinued Operation:

Effective October 14, 2022, the Company disposed of the Clairmont Terminal assets and associated liabilities
to its joint venture partner for $1,400,000 ($1,250,000 net of costs). The disposition consisted of Clairmont
Terminal property, plant and equipment, four associated wells and associated decommissioning liabilities and
surface lease liabilities. After this disposition, the remaining oil and gas assets at Clairmont were considered

to be a discontinued operation for accounting purposes.
Disposal of Remaining Oil and Gas Assets:

Effective May 24, 2023, the Company disposed of its wholly owned subsidiary White Owl Energy Services
Ltd. for nominal consideration, subject to closing conditions and adjustments. This subsidiary held the
remaining oil and gas properties at Clairmont. The disposition included cash and cash equivalents, deposits,
accounts receivable, oil and gas property, plant and equipment and the assumption of accounts payable,
promissory notes, surface lease liabilities and all decommissioning liabilities associated with the Clairmont oil
and gas assets. As a result of this transaction, the Company recognized a gain on disposition of subsidiary of

$566,000 in comprehensive income for the three and nine months ended September 30, 2023.

In addition to the cash consideration, in the event the buyer completes a liquidity event on or before November
24, 2024, the buyer will cause the resulting issuer to issue 1,000,000 resulting issuer shares from treasury to

the Company.

Environmental and Safety:

There were no spills, environmental or safety incidents in the three and nine months ended September 30, 2023.
Net Income (Loss) from Discontinued Operation:

For the nine months ended September 30, 2023, the Corporation recorded a net gain from discontinued
operation of $502,000 versus a net loss of $681,000 for the comparable 2022 nine-month period. For the nine
months ended September 30, 2023, the net income from discontinued operation includes the gain on disposition

of subsidiary of $566,000.
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Three months Nine months
ended ended
September 30, September 30,
($000’s) 2023 2022 2023 2022
Revenue - 316 - 808
Expenses
Operating costs - 353 30 1,256
General and administrative - 3 3 35
Depreciation - 10 31 30
Finance costs - 26 10 70
Loss on abandonment - 1 - 111
Gain on disposal of property, plant and equipment - (13) - (13)
Government abandonment grant in-kind - - 10) -
- 380 64 1,489
Gain on disposition of subsidiary - - 566 -
Net income (loss) from discontinued operation - (64) 502 (681)

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, as well as interest earned on cash deposits. For the nine months
ended September 30, 2023, other revenue increased to 15% to $315,000 from $275,000 for the comparable
2022 nine-month period. Other revenue for Q3 2023 remained relatively flat at $125,000 compared to
$128,000 for Q3 2022. The increase is mainly due to interest earned on cash deposits increasing by $56,000
for the nine months ended September 30, 2023, over the comparable 2022 nine-month period, partially offset
by a decrease of $14,000 in overhead recovery fees from Epping. In 2022, White Owl earned overhead fees

related to construction management of the second disposal well which was commissioned in Q4 2022.

G&A EXPENSES
Three months ended Nine months ended
September 30, September 30,

($000's) 2023 2022 2023 2022
Salaries and management 345 320 1,000 914
Professional Fees 112 129 264 294
Travel and related expenses 19 27 66 64
General office expenses 87 83 258 225
Third party consulting fees 11 8 62 45
Total from continuing operations 574 567 1,650 1,543
Discontinued operation - 3 3 35
Total 574 570 1,653 1,578
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Q3 2023 G&A expenses from continuing operations remained relatively flat at $574,000 compared to $567,000
for Q3 2022. Salaries and management expenses increased to $345,000 from $320,000 for Q3 2022 mainly
due to an accrual for year-end bonus compensation in the current quarter. Q3 2023 professional fees decreased
to $112,000 from $129,000 for Q3 2022 which included financial advisory fees. General office expenses
remained relatively flat at $87,000 for Q3 2023 compared to $83,000 for Q3 2022 and $72,000 for Q2 2022

mainly due to higher computer support costs and insurance premiums.

For the nine months ended September 30, 2023, total G&A expenses from continuing operations increased 7%
to $1,650,000 from $1,543,000. Salaries and management expenses increased to $1,000,000 from $914,000

mainly due to cost-of-living adjustments implemented on June 1, 2022.

DEPRECIATION

Depreciation from continuing operations increased to $490,000 and $1,440,000 for the three and nine months
ended September 30, 2023, respectively, from $426,000 and $1,240,000 for the three and nine months ended
September 30, 2022, respectively mainly due to capital costs incurred in Q4 2022 for the Corporation’s share
of the Epping 2™ well capital costs.

IMPAIRMENT

At September 30, 2023, White Owl evaluated its property, plant and equipment for indicators of 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.

At December 31, 2022, White Owl evaluated its property, plant and equipment for indicators or any potential
impairment or related reversal. The Company completed an impairment test on the Clairmont CGU as the
Company planned to abandon all of the remaining oil and gas wells at the Clairmont CGU in 2023. The
recoverability of these assets was assessed at $nil as they will be abandoned and reclaimed and are not expected
to generate any future cashflows for the Company. As a result of the impairment test performed, the Company
recognized an impairment expense of $1,342,949 against oil and gas properties and property, plant and
equipment. No indicators were identified, and no impairment or related reversal was recorded on North Dakota

CGUs’ property, plant and equipment assets.

Remainder of page intentionally left blank
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FINANCE COSTS

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

($000's) 2023 2022 2023 2022

Interest on long-term debt 176 180 596 509

Interest on promissory notes and loans

payable - - - 1

Interest on lease liabilities 3 2 10

Accretion of decommissioning

obligations 14 10 40 25

Accretion of transaction costs 45 35 116 101

Interest (income) expenses, bank

charges and other 64 44 79 32
Total from continuing operations 302 271 841 611
Discontinued operation - 26 10 70
Total 302 297 851 741

For the three months ended September 30, 2023, the Company’s average interest rate on the senior lender’s
long-term debt was 11.25% compared to 6.95% for Q3 2022. For the nine months ended September 30, 2023,
the Company’s average interest rate on the senior lender’s long-term debt was 10.24% compared to 6.75% for
the 2022 comparable nine-month period. The interest rate is calculated at the US dollar floating interest rate

plus 1.50%.

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. For the three months ended September 30, 2023, the Company
recorded foreign exchange losses of $401,000 compared to foreign exchange losses of $825,000 for Q3 2022.
For the nine months ended September 30, 2023, the Company recorded foreign exchange losses of $66,000
compared to foreign exchange losses of $1,034,000 for the comparable 2022 nine-month period. The average
exchange rate for Q3 2023 was 1.3412 compared to 1.3061 for Q3 2022, while for the nine months ended
September 30, 2023, the average exchange rate was 1.3454 versus 1.2830 for the comparable 2022 nine-month

period.

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 nine months ended September 30, 2023, the
Company recorded share-based payments of $9,000 and $41,000, respectively, compared to $23,000 and
$51,000 for the three and nine months ended September 30, 2022, respectively.
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SUMMARY OF QUARTERLY RESULTS FROM CONTINUING OPERATIONS

($000's) Q32023 Q22023 Q12023 Q42022 Q32022 Q22022 Q12022 Q42021
Revenue @ $5,834 $4,802 $4,353 $4,199 $4,098 $4,306 $3,632 $3,185
EBITDA ® 1,884 1,651 1,413 1,389 1,955 2,221 1,628 953

Net income (loss) from

continuing operations® 685 1,184 666 821 388 1,232 1,644 304
Net income (loss) from
discontinued operation - 558 (56) (48) (64) (313) (303) (169)

(1) Refer to “Non-GAAP Measures” for additional information.

(2) Comparative information has been re-presented due to a discontinued operation. Please see “Alberta” on Page 6.

The decrease in net income from continuing operations to $685,000 for Q3 2023 from $1,184,000 for Q2 2023
is mainly due to a foreign exchange loss of $401,000 recorded in Q3 2023 compared to a foreign exchange
gain of $335,000 recorded in Q2 2023. The increase in net income from continuing operations to $1,184,000
for Q2 2023 from $666,000 for Q1 2023 is mainly due to the increase in disposal revenues. The increase in
net income from discontinued operation in Q2 2023 is due to a gain of $566,000 on disposition of a subsidiary
(please see Canada on Page 18). The decrease in net income from continuing operations to $666,000 for Q1
2023 from $821,000 for Q4 2022 is mainly due to higher depreciation expense and finance costs. The increase
in net income from continuing operations for Q4 2022 to $821,000 from $388,000 for Q3 2022 is mainly due
to a gain on the disposal of the Clairmont Terminal, impairment expenses related to the remaining Clairmont
assets and unrealized foreign exchange losses for the third quarter. The decrease in net income from continuing
operations for Q2 2022 to $1,232,000 from $1,644,000 in Q1 2022 is mainly due to the recording in Q1 2022
of a gain of $511,000 relating to the forgiveness of the second PPP loan. The increase in net income from
continuing operations to $1,644,000 in Q1 2022 from $304,000 in Q4 2021 is mainly due to higher oil revenues
resulting from increased oil volumes (up 50% quarter over quarter) and oil pricing (up 23% quarter over

quarter).

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.
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Investing Activities

Three months ended Nine months ended
September 30 September 30
($000's) 2023 2022 2023 2022
Capital expenditures 656 810 1,012 1,102

Capital Expenditures:

Capital expenditures for the three and nine months ended September 30, 2023, totaled $656,000 and
$1,012,000, respectively. Capital projects for the year to date include $471,000 at the New Town SWD facility
(electrical upgrades and stormwater pond upgrades), and $403,000 at the Ross SWD facility (de-sand tank and

piping upgrades, rental pump installation and rural water connection).

Financing Activities

Share Capital:

Shares issued and outstanding Common Amount Preferred Amount Amount
(000’s) shares (3000) shares (3000) Total (8000)
Balance December 31, 2022, and

September 30, 2023 65,633 $21,118 26,469 $12,353 92,102 $33,471

As at September 30, 2023, there were 4,000,000 (December 31, 2022 — 4,000,000) common shares held in

CSCTrow.

Share Options

There were 6,766,000 share options outstanding as of September 30, 2023 (December 31, 2022 — 6,849,000),
with a weighted average exercise price of $0.05 (December 31, 2022 - $0.05) per share. During the three and
nine months ended September 30, 2023, nil share options were granted to employees, management and

directors of the Company, 83,000 share options were forfeited and nil share options expired.

Long-Term Debt and Operating Loan

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 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 term loan. The new long-term debt matures September 1, 2028, and
bears interest on the outstanding principal balance, payable monthly, at the US dollar floating base rate plus
1.50%. Effective March 7, 2022, the interest on the outstanding principal balance was adjusted by the
Company for one year to the US dollar fixed interest rate plus 1.50%. A one-time principal payment of

US$107,260 was due October 1, 2022, with subsequent monthly principal payments of US$106,940 due until
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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. Based on the financial results for the year ended December 31, 2022, an additional annual principal
payment equal to the maximum of US$500,000 was paid by the Company on April 1, 2023. For the three
months ended September 30, 2023, the Company made principal payments of US$2,202,862, comprising
US$320,820 of scheduled principal payments and US$1,882,042 of principal prepayments. Subsequent to
September 30, 2023, the Company made a long-term debt principal prepayment of US$500,000 and two
scheduled monthly principal payments of US$106,940, for a total repayment of US$713,880, which was
funded from the Company’s cash and cash equivalents. In addition, commencing December 31, 2022, the
Company is required to maintain at all times a fixed charge coverage ratio equal to or greater than 1.25:1.00.
The Company incurred $550,916 in transaction costs related to the issuance which will be amortized over the
term of the loan using the effective interest method.

As at September 30, 2023 and December 31, 2022, the financial covenant related to the loan agreement is as
follows:

Position at Position at
Covenant description September 30, 2023 December 31, 2022
Fixed charge coverage ratio 1.34 1.56

As at September 30, 2023, the Company was compliant with all covenants provided for in the loan agreement.
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 replaced 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 any time exceed the lesser of the margin requirements as
defined in the loan agreement and US$1,000,000. As at September 30, 2023, the Company’s borrowing limit
under the operating loan was US$1,000,000 (December 31, 2022 - US$1,000,000). The Company had drawn
$nil on the operating loan at September 30, 2023 (December 31, 2022 — $nil).

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

operating loan agreement:
. Fiscal Year Cash Flow Coverage Ratio of not less than 1.25:1:00;

. Annual Debt to Tangible Net Worth Ratio not greater than 3.00:1.00; and
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. Annual Current Ratio not less than 1.25x.
Position at
Covenant description December 31, 2022
Cash Flow Coverage Ratio 7.09
Debt to Tangible Net Worth Ratio 1.39
Current Ratio 1.26

As at September 30, 2023, the Company was compliant with all covenants provided for in the operating loan
agreement.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE (“ESG”)

As our business operates in a heavily regulated environment and as external forces encourage us to consider
ESG in all of our decisions, a sub-committee of the board of directors oversees our approach to these matters

and directs our approach to identify ESG focus areas that could materially impact value and risk management.

White Owl’s operations and facilities are subject to rigorous environmental regulations and health and safety
laws. In the field our people are focussed on reducing and eventually eliminating emissions and spills at our
operating locations. Emissions are primarily volatile organics which can escape from our vapour collection
system. Spills relate primarily to operating practices and emanate from two sources: spills from third party

trucks on location and the overflow of tanks.

We are always looking for ways to further reduce the amount of water we use in our operations and be more
efficient with how we use it. We know our approach to water is important to the communities where we operate
and to the environment. At our operations, we avoid land disturbance wherever possible. Before we start a
project, we consider potential impacts to land and wildlife so they can be avoided, minimized or mitigated to
help maintain healthy conditions. Maintaining the trust and ongoing support of local communities where we
operate is paramount to the success and viability of our business. We are committed to being a welcome and
valued member of the communities in which we operate. Since commencing operations in North Dakota in

2014, we have experienced no community disputes or resulting operational delays.
OUTLOOK
US Bakken Activity

Production in the Bakken region is currently around 1.27 million barrels per day (bpd) and is expected to reach
1.3 million bpd by year end, nearly 18% below the late 2019 peak, according to U.S. government data. The
region is also seeing consolidation in the Bakken and this shift to more mergers and acquisitions has had an
impact on North Dakota's production. North Dakota’s Department of Mineral Resources' monthly reports

frequently attribute lower rig counts in part to mergers and acquisitions.
25



WHITE OWL ENERGY SERVICES INC.
MANAGEMENT DISCUSSION OF FINANCIAL RESULTS - Q3 2023

During the quarter Chevron announced its intent to acquire Hess, one of White Owl largest customers and also
one of the larger operators in the Bakken. Hess produced 190,000 barrels of oil equivalent per day (boepd)
during Q3 2023. Chevron acquires this production plus 465,000 net acres (1,882 sq km) in the region, which
Chevron describes as "long-duration inventory". Chevron is expected to largely adhere to Hess's plans for the
Bakken, which includes growing net production to around 200,000 bpd by year-end 2025. Drilling with the
same number of rigs that Hess currently uses would give Chevron around 15 years of inventory in the region.
Chevron also hopes that new technology it is pioneering in the other shale regions where it operates would help

squeeze more from the Bakken in the future.

Chevron has been a large proponent of carbon capture utilization and storage technology. Captured carbon
dioxide emissions can be utilized for enhanced oil recovery which would allow Bakken producers to access
hard-to-recover oil deposits (30-60% of what is in a reservoir, according to the federal Department of Energy).
State officials are working to implement a regulatory framework which would allow oil and gas producers to
use the technology once it is more readily available by giving inactive oil wells potential enhanced oil recovery
status for 12 years. Success with this technology would certainly extend the life of the Bakken play beyond

the 15 years of Tier 1 acreage that producers are developing.

With year-end just around the corner, producers appear to be reaching the end of 2023 budgets with the rig
count now down to 33. With activity slowing down, we do not expect Q4 2023 to be a repeat of Q3, however
our forecast for 2024 is based on continued drilling and completion activity and plant volumes meeting or

exceeding 2023 levels.
Corporate Review

As mentioned in the highlights above, several significant events took place during Q3 2023 the year to date

and shortly thereafter that resulted in a lowering of balance sheet risk and a reduction in long-term debt.

An important milestone has been reached with a 57% reduction in senior bank debt since the beginning of the
year. In 2023 to the date of this report, the Corporation has made principal payments of US$4.1 million on its
outstanding debt with Business Development Bank of Canada (“BDC”), including one-time principal
prepayments of US$2.9 million. These repayments were funded by the Company’s beginning-of-year strong
cash position and cash flows. We estimate that term debt with BDC will be down to US$3.0 million at the end
of Q4 2023.

We are presently finalising our 2024 capital and operating budget and expect that 2024 will look a lot like 2023
in terms of plant throughputs and annual EBITDA. The plan is to continue paying down debt, fund incremental
growth and consider the options available for shareholder returns. In our Q2 2023 report we alluded to ongoing

discussions with certain individuals representing the Company’s concerned shareholders. These discussions
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are on going and the board of directors is considering different alternatives and we expect to distribute an

update to all shareholders on these matters prior to year-end.

We also appreciate the ongoing support of our shareholders and should you have any questions, please do not

hesitate to contact the Corporation directly at 403-457-5456 extension #101 or pinnello@whiteowl-

services.com. We sincerely thank you for this support and confidence in the management and board of White

Owl.

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
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
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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
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