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Highwood Reports Strong Q1/26 Production

Bottom Line:

Highwood reported average corporate production of 6,005 boe/d in Q1
2026 (in line with our estimates and consensus) an approximate increase
of ~20% from the fourth quarter of 2025. Adjusted EBITDA was $16.2 million
(51.07 per share), and adjusted funds flow was $14.3 million ($0.94 per
share) in the quarter. Strong performance was recorded from the 102/13-02-
043-06WS5 (the “13-02 well”) and the 100,/11-33-042-05W5 (the “11-33
well”) wells that were brought online in mid-December 2025. Both wells
paid out in ~3.5 months and are expected to payout two times in less than
12 months. We reiterate our Buy rating and $9/share target price.

Key Points

Strong well performance from recently drilled Wilson Creek wells.
The 13-02 and 11-33 wells both exceeded 25,000 bbl of gross oil
production in January 2026. These wells were recognized by multiple third
parties as two of the top net oil wells in Alberta in January 2026. Despite
strong production from these two wells, Highwood was unable to follow up
these drills in the quarter due to infrastructure constraints (volumes were
backed out due to line pressures at Wilson Creek) and land use
restrictions.

Revenue beat. Revenues of $30.0 million for the quarter beat our forecast
of $29.2M (+2.6%) and consensus of $27.6M (+8.6%).

GAAP Net loss driven by $25.3 million non-cash unrealized
commodity hedge mark-to-market; realized hedge losses were only
$0.9 million.

Strong capital discipline. Capex for the quarter was $10.4M, a 41.5%
beat versus consensus at $17.8M.

Larger than expected operating and transportation costs. Total
operating and transportation costs of $15.04/boe were above our forecast
$13.00/boe (+15.7%) and consensus of $13.70/boe (+9.8%). Cost
increases were attributed to active workovers, trucking and water disposal
for the new Wilson Creek wells.

Highwood is planning to upgrade its infrastructure at Wilson Creek
during the summer to alleviate the constraints. Accordingly, the Company
is guiding toward lower production (5,300-5,500 boe/d; ~8-12% below Q1
volumes) in the second quarter. This lower expected production in Q2
does pressure cash flow, however we view this as a transitory issue with
no impact on our long-term thesis.

Primary focus remains deleveraging while maintaining Belly River
drilling momentum. Net debt fell ~6% year-over-year to $114.0 million in
line with our forecast and consensus. Reduced Net Debt/EBITDA is a key
focus, which should increase flexibility for the Company.
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Market Data

Dividend $0.00 Shares O/S (mm) 15.2
Yield 0.0% Market Cap (mm)  $77.5
EV (mm) $191.5 Net Debt (mm) $114.0

Total Prod (boe/d) 5,296 5,826 6,425
Gas (%) 32 28 23
CFPS FD (C$) 3.08 3.80 417
EV/BOEPD (C$) 36,085 32,067 28,165
EV/DACF (x) 3.59 3.00 2.72

D/CF 22 1.8 1.7

Company Description

Highwood Asset Management is a Canadian junior oil
and gas exploration and production company with
sustainable oil-weighted assets. The Company’s
primary areas of production are at Brazeau and Wilson
Creek in west-central Alberta.

Highwood is an oil-weighted producer (~70%) with key
assets focused on the Wilson Creek and Brazeau areas.
The Company has high insider ownership and is focused
on doubling production through acquisition and/or
organically in the next 3-5 years.
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Highwood is planning to upgrade its infrastructure at Wilson Creek during the
summer to alleviate the constraints. Accordingly, the Company is guiding toward lower
production (5,300-5,500 boe/d; ~8-12% below Q1 volumes) in the second quarter. This
lower expected production in Q2 does pressure cash flow, however we view this as a
transitory issue with no impact on our long-term thesis.

The Braz 13-02 well was drilled in the quarter. During the quarter the Company drilled
the 100/13-02-048-14WS5 (the Braz 13-02 well) with the well coming onstream late in the
quarter. Current gross and net production is in excess of 300 bbls/d of light oil with the
well continuing to clean up. We believe that these early well indications are encouraging
with results in line with the type curve expectations.

Two-to-three wells to be drilled in Q2 at Wilson Creek. The Company has worked with
various third parties to allow access to drill 2-3 wells late in the second quarter at Wilson
Creek. The Company plans to drill 4-7 wells for the remainder of the year in the Belly
River horizon, in line with our forecast.

Highwood’s active hedging program continues to help the Company mitigate price
volatility with approximately 2,450 bbls/d and 1,800 bbls/d of oil hedged throughout 2026
and 2027, respectively, at an average contract price of C$94.50/bbl and C$93.50/bbl (WTI
— NYMEX). Additionally, Highwood has approximately 6,975GJ/day of natural gas hedged
in 2026 at an average price of ~ C$3.15/GJ (AECO).

Highwood does not expect to be cash-taxable for three years or more. The Company

had approximately $325 million in tax pools, including more than $100 million in non-
capital losses on March 31, 2026.
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Operational and Financial Highlights

Exhibit 1: Operational and Financial Highlights

EBITDA 64,241 63,542 70,815
DACF 53,286 62,266 66,576
EV/DACF 3.6x 3.0x 2.7x
EV/boe/d $36,085 $32,067 $28,165
D/CF 2.2x 1.8x 1.7x
EV/EBITDA 3.0x 2.9x 2.6x
Per Share 2025A 2026E 2027E
CFPS (FD) $3.08 $3.80 $4.17
CFPS (Basic) $3.18 $3.88 $4.30
Dividend/Share - - -

Drip Participation - - -

Production 2025A 2026E 2027E

Light Oil (bbls/d) 2,773 3,263 3,980
Medium/Heavy Oil (bbls/d) - - -
NGL (bbls/d) 853 915 961
Total Liquids (bbls/d) 3,626 4178 4,941
Natural Gas (mcfid) 10,020 9,889 8,903
Total (boe/d) (6:1) 5,296 5,826 6,425
% Gas 32% 28% 23%
CFPS Growth Y/Y (34%) 23% 10%
Production/Share Growth Y/Y (7%) 15% 12%
Simple Payout (Dividend) - - -
Total Payout (Capex+Div) 114% 84% 80%
Cashflow Margin 52% 58% 56%
D/CF 2.2x 1.8x 1.7x
D/EBITDA 1.8x 1.8x 1.6x
Net Asset Value $/Share PINAV

PDP $8.36 1.0x na.
1P $23.52 0.4x na.
2P $43.31 0.2x na.
Risked $20.89 0.4x n.a.

Reserves

PDP (mmboe) 19.6
1P (mmboe) 39.6
2P (mmboe) 66.4
Capital Structure (m) 2025A 2026E 2027E
Basic Shs. O/S 14,443 13,982 13,645
FD Shs. O/S (incl. anti-dilutive) 14,871 14,288 14,053
WAFD Shs. O/S 14,871 14,288 14,053

Source: Company reports, Granite Point Research
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Pricing 2025A 2026E 2027E

WTI (US$/bbl) $65.25 $60.00 $60.00
FX (C$/USS) 1.401 1.370 1.370
MSW (C$/bbl) $99.28 $83.10 $81.71
AECO (C$/mcf) $2.00 $3.30 $3.39
Balance Sheet ($000) 2025A 2026E 2027E
Cash 4,564 115 -
Current Assets 36,487 29,471 17,601
PP&E 255,406 237,683 200,756
Other 30,141 75,355 128,655
Total Assets 322,034 342,509 347,012
Total Debt 105,299 102,378 92,378
Total Liabilities 167,971 171,707 169,668
Total Liabilities & Equity 322,034 342,509 347,012
Funds Flow ($000) 2025A 2026E 2027E
Funds from Operation 56,397 49,595 58,613
Funds from Investments (64,139) (51,034) (53,000)
Other Capital (4,561) 1,006 -
Capital Expenditures (59,578) (52,040) (53,000)
Funds from Financing 10,495 (3,010) (13,912)
Equity Offering - - -
Debt 14,580 (2,921) (10,000)
Dividend - - -
Net Change in Cash 2,753 (4,449) (8,299)
Netback ($/boe) 2025A 2026E 2027E
Revenue $50.73 $52.84 $54.12
Processing Income - - -
Hedging $4.04 $4.66 $4.79
Royalties ($10.65) ($10.30) ($10.55)
Op. Costs ($14.41) ($13.52) ($13.00)
Transportation - - -
Operating Netback $29.71 $33.68 $35.35
Op. Netback (Ex Hedges) $25.67 $29.02 $30.57
G&A ($3.80) ($3.31) ($3.24)
Interest - ($2.86) ($3.40)
Cash Taxes/Other - - -
Cash Flow Netback $25.91 $27.51 $28.71
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Exhibit 2: Financial Model Summary

Financial Model Summary

2025A 1Q/26E 2Q/26E 3Q/26E 4Q26E 2026E 1Q27E 2Q/27E 3Q/27E 4Q/27E 2027E
Income Statement ($000)
Revenue
Net Revenue $82,937 $27,158 $20,700 $24,583 $25,396 $97,839 $25,593 $26,461 $27,731 $28,183 | $107,967
gain (loss) on dity contracts 7,810 (904) 3,647 2,608 1,908 9,906 2,378 2,663 2,958 3,223 11,222
Total Revenue 101,853 951 24,247 27,192 27,305 107,745 27,971 29,124 30,689 31,406 119,189
Expenses
Operating and Transportation 27,846 8,130 6,507 6,997 7,116 28,748 7,206 7,460 7,841 7,981 30,487
General and administrative 7,354 2,057 1,663 1,663 1,663 7,045 1,900 1,900 1,900 1,900 7,600
Depletion and depreciation 24331 6,364 6,120 6,581 6,694 26,005 6,778 7,017 7,376 7,507 28,678
Interest - - 2,199 1,870 2,004 6,073 2,065 2,016 1,966 1,916 7,964
Total Expenses 61,943 17,129 17,070 17,691 18,057 70,208 18,530 18,973 19,664 19,886 77,053
EBIT 39,910 (16,178) 7177 9,500 9,248 37,537 9,441 10,150 11,025 11,520 42,137
EBITDA 64,241 (9,814) 13,298 16,082 15,942 63,542 16,219 17,167 18,401 19,028 70,815
Adjusted EBITDA 53,286 16,213 13,542 16,326 16,186 62,266 11,248 17,411 18,645 19,272 66,576
Adj. EBITDA per share (FD) 3.58 115 0.94 114 113 4.36 0.79 124 1.33 1.38 4.74
Adj. Funds Flow per share (FD) 3.22 1.01 0.81 1.03 1.02 3.87 0.67 112 1.21 1.27 4.27
Income (loss) before taxes 30,409 (18,585) 4,411 7,066 6,682 27,364 6,816 7,578 8,505 9,053 31,953
Total Taxes (8,702) 4,082 (1,037) (1,660) (1,570) (185) (1,602) (1,781) (1,999) (2,128) | (7,509)
Net Income $21,707 ($14,503) $3,375 $5,405 $5,112 $27,179 $5,214 $5,797 $6,507 $6,926 $24,444
Income (loss) per share:
Basic 1.50 (1.03) 0.24 0.39 0.37 1.94 0.38 042 048 0.51 1.79
Diluted 1.46 (1.03) 0.23 0.38 0.36 1.90 0.37 0.41 0.46 0.50 1.74
Balance Sheet ($000)
Assets
Total Current Assets 36,487 43,638 28,378 30,262 29,471 29,471 27,257 28,204 24,739 17,601 17,601
Property, Plant and Equipment 255,406 258,245 251,583 244,689 237,683 237,683 227,308 217,768 208,791 200,756 | 200,756
Other Non-Current Assets 30,141 35,388 46,994 60,098 75,355 75,355 83,831 94,689 110,455 128,655 | 128,655
Total Assets 322,034 337,271 326,954 335,049 342,509 342,509 338,396 340,662 343,985 347,012 | 347,012
Lial les
Total Current Liabilities 38,226 66,979 46,555 42,585 38,615 38,615 38,615 38,615 38,615 38,615 38,615
Bank Debt 105,299 105,829 88,399 95,664 102,378 102,378 99,878 97,378 94,878 92,378 92,378
Other Non-Current Liabilities 24,446 24,692 27,224 29,017 30,714 30,714 32,437 34,334 36,443 38,675 38,675
Total Liabilities 167,971 197,500 162,178 167,265 171,707 171,707 170,930 170,327 169,936 169,668 | 169,668
Shareholders' Equity 154,063 139,771 164,777 167,784 170,802 170,802 167,466 170,335 174,049 177,343 | 177,343
Basic Shares Outstanding (000) 14,443 14,118 14,019 13,936 13,853 13,982 13,770 13,687 13,604 13,520 13,645
Diluted Shares Outstanding (000) 14,871 14,118 14,427 14,344 14,261 14,288 14,178 14,095 14,012 13,928 14,053
Cash Flow Statement ($000)
Net cash from (used) in operating activities 56,397 5,328 27,661 7,102 9,504 49,595 9,183 15,396 16,679 17,355 58,613
Cash from Investments
Capex (59,578) (10,414) (10,437) (14,563) (16,626) (52,040) (6,591) (10,227) (16,273)  (19,910) | (53,000)
Net cash used in investing activities (64,139) (9,408) (10,437) (14,563) (16,626) (51,034) (6,591) (10,227) (16,273) (19,910) | (53,000)
Cash from 10,495 (369) (17,224) 7,461 7,122 (3,010) (3,478) (3,478) (3,478) (3,478) | (13912)
Change in cash 2,753 (4,449) - - - (4,449) (886) 1,691 (3,072) (6,032) | (8,299)
Cash end of period 4,564 115 115 115 115 115 (771) 920 (2,152) (8,184) | (8,184)

Source: Company reports, Granite Point Research
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Exhibit 3: Key Assumptions and Metrics

Key Metrics and Assumptions

2025A 1Q/26E 2Q/26E 3Q/26E 4Q26E 2026E 1Q/27E 2Q27E 3Q/27E 4Q/27E 2027E
Days in period 90 91 92 92 90 91 92 92
Assumptions - GPR Model
WTI (USS$/bbl) 65.25 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00
NYMEX (US$/Mcf) 353 4.00 325 3.50 4.00 3.70 3.55 3.55 3.55 3.55 3.55
Foreign Exchange (USS/CS) 0.71 0.73 073 0.73 073 0.73 073 0.73 0.73 0.73 073
WCS (USS$/bbl) 75.84 65.49 66.48 66.07 63.93 67.58 66.16 67.53 67.53 66.15 66.85
Edmonton C5+ (C$/bbl) 99.28 83.08 83.08 83.08 83.15 83.10 81.71 81.71 81.71 81.71 81.71
AECO (C$/Mcf) 2.00 3.50 275 3.10 375 3.30 3.39 3.39 3.39 3.39 3.39
Realized Qil Price (C$/bbl) 92.14 88.12 74.96 74.96 74.96 74.96 73.64 73.64 73.64 73.64 73.64
Realized Gas Price (C$/Mcf) 1.90 2.12 2.61 2.95 3.56 3.14 3.22 3.22 3.22 3.22 3.22
Oil & NGLs (boe/d) 3,626 4,187 3,700 4,370 4,450 4178 4,742 4,849 5,041 5,128 4,941
Natural Gas (Mcfrd) 10,020 10,909 10,800 8,880 9,000 9,889 8,500 8,740 9,090 9,270 8,903
Total Production (boe/d) 5,296 6,005 5,500 5,850 5,950 5,826 6,159 6,306 6,556 6,673 6,425
% Gas 31.5% 30.3% 32.7% 25.3% 25.2% 28.3% 23.0% 23.1% 23.1% 23.2% 23.1%
YoY Growth (8.3%) 14.1% (2.3%) 11.4% 18.1% 10.0% 2.6% 14.6% 12.1% 12.2% 10.3%
% Liquids Hedged 16.6% 1.2% -
% Natural Gas Hedged 43.8% 73.4% 41.9%
Netbacks ($/boe)
Realized Corporate Price 50.73 55.46 47.78 53.39 54.34 52.84 54.11 54.14 54.13 54.09 54.12
Realized Hedging Gain (Loss) 4.04 - 7.09 485 349 4.66 4.29 4.64 4.90 525 479
Royalties 10.65 7.82 9.32 10.41 10.60 10.30 10.55 10.56 10.56 10.55 10.55
Net Revenue 36.04 47.64 31.37 38.14 40.26 37.88 39.27 38.95 38.67 38.30 38.78
Operating & Transportation Costs 14.41 15.04 13.00 13.00 13.00 13.52 13.00 13.00 13.00 13.00 13.00
Less Midstream and Other Costs - (0.53) - - - - - - - - -
Field Netback 21.63 33.14 18.37 25.14 27.26 24.36 26.27 25.95 25.67 25.30 25.78
Interest - - 4.39 3.47 3.66 2.86 373 3.51 3.26 3.12 3.40
SG&A 3.80 3.81 3.32 293 3.04 3.31 343 3.31 3.15 3.09 3.24
Cash Netback ($/boe) 17.83 0.37 3.58 4.19 3.88 18.19 6.33 9.19 9.49 9.81 19.14
Cash Flow Metrics
Cash Flow ($000) 53,286 14,269 11,680 14,793 14,519 62,266 9,520 15,733 17,016 17,692 66,576
CFPS - Basic 3.18 1.01 0.81 1.04 1.02 3.88 0.67 1.12 1.23 1.28 4.30
CFPS - Diluted 3.08 1.01 0.79 1.01 0.99 3.80 0.65 1.09 1.19 125 417
Capital Expenditures (60,632) (10,414) 10,437 14,563 -16,626 (52,040) (6,591) 10,227 16273 -19,910 | (53,000)
Dividend - - - - - - - - - - -
Free Cash Flow (3000) (12,701) 3,855 1,243 230 -2,107 4,907 2,929 5,506 743 -2,217 6,961
Valuation and Leverage Ratios
EVIEBITDA 297 294 2.56
EVIBOEPD 36,085 32,067 28,165
EVIDACF 359 11.52 13.67 11.30 11.50 3.00 16.35 10.26 9.53 9.36 272
FCF Yield (% Market Cap) (17.1%) 6.8% 9.9%
FCF Yield (% EV) (6.6%) 26% 3.8%
Net Debt ($000) 116,723 113,985 112,873 112,784 114,821 114,821 113,035 108,088 107,554 110,692 | 110,692
Net Debt/EBITDA 1.82 (11.61) 8.49 7.01 720 1.81 6.97 6.30 5.85 5.82 1.56
Net Debt/CF 219 7.99 9.66 7.62 791 1.84 11.87 6.87 6.32 6.26 1.66

Source: Company reports, Granite Point Research

Highwood Asset Management Ltd. | Page 5

May 14, 2026



GRANITE POINT
RESEARCH

Important Disclosures

Analyst Certification

I, John Stephenson, hereby certify that the views expressed in this report accurately reflect my personal views about the subject
securities or issuers. | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this report. Furthermore, | certify that (i) to the best of my knowledge, that I am not in
receipt of material non-public information about the issuer, (i) that I do not own common shares, options, or warrants in the
company under coverage, and (iii) that | have adhered to the CFA Institute guidelines for analyst objectivity.

Granite Point Research Ratings System

BUY: The stock is expected to generate returns of over 20%, over the next 24 months.

HOLD: The stock is expected to generate returns of 0-20% over the next 24 months.

SELL: The stock is expected to generate negative returns over the next 24 months.

NOT RATED (NR): Granite Point Research does not provide research coverage on the respective company.
R: Restricted - Dissemination of research is currently restricted.

About Granite Point Research

Granite Point Research focuses on equities currently being overlooked by the market and provides institutional quality issuer paid
research on North American public equities. Our reports focus on detailed valuation analysis, understanding the performance metrics
of each specific company, reputable management teams and unit economics. For more information on our company, please visit
https://www.granitepointresearch.com

RATING COVERED COMPANIES

BUY 4
HOLD
SELL

General Information

This report was created and distributed by Granite Point Research (GPR) and is based on information we believe to be reliable.
Granite Point Research does not represent that this report is accurate or complete, and it should not be relied upon as such.
Additionally, any information contained in this report is subject to change without formal or type of notice provided. Investors should
consider this report as one factor in their investment decision and this report is not intended to replace an investor’s independent
judgement.

GPR is not a CIRO registered dealer and does not offer investment banking services to its clients. GPR (and its employees) do not
serve as officers, directors of companies discussed in this report and nor do GPR’s employees own, trade or have a beneficial interest
in the securities of the companies mentioned in this report. This report is not disseminated in connection with any distribution of
securities and is not an offer to sell or buy any security in any jurisdiction where such an offer or solicitation would be illegal.

GPR does not make any warranties, expressed or implied, as to the results to be obtained from using this information and makes no
express or implied warranties for a particular use. Anyone using this report assumes full responsibility for whatever results they may
obtain. This report does not constitute a personal recommendation or take into account individual financial situations or individual
needs and has not been prepared for any particular institution or individual. Recipients should consider whether any information in
this report is suitable to their circumstances and should seek professional advice. Past performance is not a guide for future results,
future returns are not guaranteed, and loss of original capital may occur. Neither GPR nor any person employed by GPR accepts any
liability whatsoever for any direct or indirect loss resulting from any use of its research or the information it contains.

This report contains “forward looking” statements. Forward-looking statements regarding the stock’s and/or company performance
inherently involve risks and uncertainties that can cause actual results to differ from such forward-looking statements. Such
statements involve a number of risks and uncertainties such as technological shifts, competition, market demand and the company’s
(and management'’s ability to correctly forecast financial estimates; please see the company’s MD&A “Rick Factors” section for a
more detailed discussion of company specific risks for the company discussed in this report.

Granite Point Research is receiving cash compensation from Highwood Asset Management Ltd. for 12 months of research coverage.
GPR retains full editorial control over its research content. GPR does not have investment banking relationships and does not expect
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to receive any investment banking driven income. GPR reports are primarily distributed electronically and, in some cases, printed
form. Reprints of GPR reports are prohibited without permission. To receive future reports on covered companies please visit
https: //qranitepointresearch.com/research or subscribe on our website.

This report has been prepared independently of any issuer of securities mentioned herein and not as an agent of any issuer of
securities. No GPR personnel have authority whatsoever to make any representations or warranty on behalf of the Company. Any
comments or statement made herein are those of GPR.

The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not

intended to be used by any person or entity in any jurisdiction where such use would be contrary to the local requlations or which
would require any registration requirement within such jurisdiction.
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