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Management	Discussion	and	Analysis

In	 this	management's	 discussion	 and	 analysis	 ("MD&A"),	 unless	 otherwise	 indicated	 or	 the	 context	 otherwise	 requires,	 the	
terms	 "we",	 "us",	 "our",	 "HEI",	 "Hammerhead"	 and	 "the	 Company"	 refers	 to	 Hammerhead	 Energy	 Inc.,	 as	 the	 parent	
corporation.	 Hammerhead	 Energy	 Inc.	 was	 incorporated	 and	 subsequently	 amalgamated	 pursuant	 to	 the	 provisions	 of	 the	
Business	 Corporations	 Act	 (Alberta).	 This	 MD&A	 is	 comprised	 of	 the	 accounts	 of	 HEI	 and	 its	 wholly	 owned	 subsidiaries,	
Hammerhead	Resources	ULC,	as	well	as	Prairie	Lights	Power	GP	Inc.	and	Prairie	Lights	Power	Limited	Partnership	up	to	their	
disposition	in	August	2023.	Prior	period	amounts	are	those	of	Hammerhead	Resources	Inc.	("HHR"),	the	operating	entity	prior	
to	amalgamation.

On	February	23,	2023,	 the	Company	completed	a	plan	of	arrangement	pursuant	 to	a	business	combination	agreement	with	
Decarbonization	 Plus	 Acquisition	 Corporation	 IV	 ("DCRD"),	 an	 affiliate	 of	 the	 Company's	 controlling	 shareholder,	 Riverstone	
Holdings	 LLC,	 and	 certain	 of	 its	 affiliates	 (collectively,	 "Riverstone"),	 and	 certain	 other	 parties	 and	 their	 respective	
securityholders.	 Pursuant	 to	 the	plan	of	 arrangement,	DCRD	amalgamated	with	 a	wholly	owned	 subsidiary	of	 the	Company	
which	was	incorporated	for	the	purpose	of	effecting	the	business	combination	to	form	Hammerhead	Energy	Inc.	Also	pursuant	
to	the	plan	of	arrangement,	the	operating	entity,	HHR,	amalgamated	with	a	wholly	owned	subsidiary	of	DCRD	incorporated	to	
effect	 the	 business	 combination	 to	 form	 Hammerhead	 Resources	 ULC,	 a	 wholly	 owned	 subsidiary	 of	 HEI.	 Refer	 to	 "DCRD	
Business	Combination"	in	this	MD&A	for	more	information.	

On	November	6,	2023,	the	Company	announced	it	had	entered	into	a	definitive	arrangement	agreement	with	Crescent	Point	
Energy	Corp.,	("Crescent	Point").	Refer	to	"Announced	Corporate	Transaction"	in	this	MD&A	for	further	information.

HEI	 also	 had	 a	 wholly	 owned	 subsidiary,	 Prairie	 Lights	 Power	 GP	 Inc.,	 incorporated	 on	March	 11,	 2019,	 and	 an	 associated	
limited	 partnership,	 Prairie	 Lights	 Power	 Limited	 Partnership.	 The	 power	 related	 project	 had	 no	 active	 operations	 and	was	
disposed	of	in	August	2023.	Refer	to	"Depletion,	Depreciation	and	Impairment"	in	this	MD&A	for	more	information.

The	Company	is	controlled	by	Riverstone	and	its	affiliates.	The	Company's	head	office	is	located	at	Eighth	Avenue	Place,	East	
Tower,	Suite	2700,	525-8th	Avenue	SW,	Calgary,	Alberta,	T2P	1G1.	

Hammerhead	 is	 a	 crude	 oil	 and	 natural	 gas	 exploration,	 development	 and	 production	 company.	 Hammerhead's	 reserves,	
producing	properties	and	exploration	prospects	are	located	in	the	province	of	Alberta	in	the	Deep	Basin	of	West	Central	Alberta	
where	it	is	developing	multi-zone,	liquids-rich	crude	oil	and	gas	plays.	The	consolidated	financial	statements	of	the	Company,	as	
well	as	other	information	relating	to	the	Company	can	be	found	on	SEDAR+	at	www.sedarplus.ca	and	EDGAR	at	www.sec.gov/
edgar	under	the	profile	for	Hammerhead	Energy	Inc.

The	following	MD&A	provides	management's	analysis	of	the	Company's	results	of	operations	and	financial	position	as	at	and	
for	the	three	and	nine	months	ended	September	30,	2023	and	September	30,	2022.	This	MD&A	is	dated	November	6,	2023	and	
should	be	read	in	conjunction	with	the	unaudited	interim	condensed	consolidated	financial	statements	as	at	and	for	the	three	
and	 nine	 months	 ended	 September	 30,	 2023	 (the	 "Interim	 Financial	 Statements"),	 the	 audited	 consolidated	 financial	
statements	of	HHR	as	at	and	for	the	years	ended	December	31,	2022,	December	31,	2021	and	December	31,	2020	(the	"2022	
Financial	Statements")	and	the	2022	annual	MD&A	(the	"2022	Annual	MD&A")	of	HHR.

This	MD&A	contains	 forward-looking	statements	and	non-GAAP	measures.	Readers	are	cautioned	that	 the	MD&A	should	be	
read	 in	 conjunction	with	 the	 Company's	 specified	 disclosures	 under	 the	 headings	 "Forward-Looking	 Statements"	 and	 "Non-
GAAP	and	Other	Specified	Financial	Measures"	 included	at	 the	end	of	 this	MD&A.	Refer	 to	 "Non-GAAP	and	Other	Specified	
Financial	Measures"	in	this	MD&A	for	reconciliations	and	information	regarding	the	following	measures	and	ratios	used	in	this	
MD&A:	 "capital	 expenditures",	 "capital	 expenditures	 including	 acquisitions	 and	 divestitures	 ("A&D")",	 "available	 funding",	
"operating	 netback",	 "funds	 from	operations",	 "adjusted	 funds	 from	operations",	 "free	 funds	 flow",	 "operating	 netback	 per	
boe",	 "funds	 from	operations	 per	 boe",	 "funds	 from	operations	 per	 basic	 share	 and	diluted	 share",	 "corporate	 netback	 per	
boe",	 "adjusted	 funds	 from	 operations	 per	 basic	 and	 diluted	 share",	 "adjusted	 EBITDA",	 "annualized	 adjusted	 EBITDA",	
"adjusted	working	capital",	"net	debt",	"net	debt	to	adjusted	EBITDA"	and	"net	debt	to	annualized	adjusted	EBITDA".

All	financial	information	has	been	prepared	in	accordance	with	Canadian	generally	accepted	accounting	principles	("GAAP")	as	
set	out	 in	Part	 I	of	the	CPA	Canada	Handbook	–	Accounting,	using	accounting	policies	consistent	with	 International	Financial	
Reporting	Standards	("IFRS")	as	issued	by	the	International	Accounting	Standards	Board	("IASB").	

Unless	otherwise	noted,	all	financial	information	provided	herein	is	reported	in	Canadian	dollars	and	tabular	dollar	amounts	are	
presented	in	thousands.	Production	volumes	are	presented	on	a	working-interest	basis	before	royalties.	
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Operational	and	Financial	Summary	
Three	Months	Ended	

September	30,	
Nine	Months	Ended	

September	30,	
(Cdn$	thousands,	except	per	share	amounts,	production	and	unit	prices) 2023 2022 %	Change 2023 2022 %	Change

Production	volumes
Crude	oil	(bbls/d) 16,657 9,279 	80	 14,960 9,724 	54	
Natural	gas	(Mcf/d) 144,045 111,353 	29	 132,633 113,899 	16	
Natural	gas	liquids	(bbls/d) 5,382 4,273 	26	 4,639 4,234 	10	
Total	(boe/d) 46,046 32,111 	43	 41,704 32,941 	27	

Liquids	weighting	% 	48	 	42	 	47	 	42	

Oil	and	gas	revenue	($/boe) 55.26 69.91 	(21)	 54.65 71.83 	(24)	

Operating	netback	($/boe)	1 37.82 34.77 	9	 36.95 37.63 	(2)	

Oil	and	gas	revenue 234,090 206,518 	13	 622,216 645,968 	(4)	

Operating	netback	2 160,251 102,689 	56	 420,711 338,470 	24	

Net	cash	from	operating	activities 122,047 95,138 	28	 313,443 295,224 	6	
Per	common	share	–	basic	3 1.32 3.80 	(65)	 4.00 11.80 	(66)	
Per	common	share	–	diluted	3 1.24 1.54 	(19)	 4.00 4.83 	(17)	

Adjusted	funds	from	operations	4 141,360 94,226 	50	 373,669 314,596 	19	
Per	common	share	–	basic	3,5 1.53 3.76 	(59)	 4.77 12.57 	(62)	
Per	common	share	–	diluted	3,5 1.44 1.52 	(5)	 4.77 5.14 	(7)	

Corporate	netback	($/boe)	6 33.37 31.90 	5	 32.82 34.98 	(6)	

Net	profit	(loss) 3,912 67,251 	(94)	 (109,004) 157,802 N/A
Net	profit	(loss)	attributable	to	ordinary	equity	holders 3,912 60,782 	 (94)	 (113,094) 139,281 N/A

Per	common	share	–	basic	3 0.04 2.42 	 (98)	 (1.44) 5.57 N/A
Per	common	share	–	diluted	3 0.04 0.98 	 (96)	 (1.44) 2.28 N/A

Net	cash	used	in	investing	activities 97,558 58,669 	66	 372,190 222,597 	67	
Capital	expenditures	7 109,581 77,332 	42	 377,289 210,207 	79	

Free	funds	flow	8 31,779 16,894 	88	 (3,674) 104,266 N/A

Weighted	average	common	shares	outstanding	9

Basic	3 	 92,134	 	 25,069	 	268	 	 78,307	 25,020 	213	
Diluted	3 	 98,432	 	 61,840	 	59	 	 78,307	 61,173 	28	

As	at
FINANCIAL September	30,	2023 December	31,	2022 %	Change
Adjusted	working	capital	deficit	10 17,869 32,915 	(46)	
Available	funding	11 93,937 309,985 	(70)	
Net	debt	12 356,063 291,647 	22	
Common	shares	outstanding 95,864 N/A N/A

1 Operating	netback	per	boe	is	a	non-GAAP	financial	ratio	which	does	not	have	any	standardized	meaning	under	IFRS	and	may	not	be	comparable	with	
similar	measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measure	is	oil	and	gas	revenue	per	boe,	which	was	$55.26/boe	and	
$69.91/boe	 for	 the	 three	 months	 ended	 September	 30,	 2023	 and	 2022,	 respectively.	 Oil	 and	 gas	 revenue	 per	 boe	 for	 the	 nine	 months	 ended	
September	30,	2023	and	2022	was	$54.65/boe	and	$71.83/boe,	respectively.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	
for	more	information.
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2 Operating	netback	is	a	non-GAAP	financial	measure	which	does	not	have	any	standardized	meaning	under	IFRS	and	may	not	be	comparable	with	similar	
measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measure	is	oil	and	gas	revenue,	which	was	$234.1	million	and	$206.5	million,	
respectively,	for	the	three	months	ended	September	30,	2023	and	2022.	Oil	and	gas	revenue	for	the	nine	months	ended	September	30,	2023	and	2022	
was	$622.2	million	and	$646.0	million,	respectively.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

3 In	comparative	prior	periods,	per	common	share	amounts	are	those	of	HHR.	The	weighted	average	common	shares	outstanding	 in	these	periods	has	
been	scaled	by	the	applicable	exchange	ratio	following	the	completion	of	the	business	combination	with	DCRD.	Refer	to	"DCRD	Business	Combination"	
in	this	MD&A	for	more	information.

4 Adjusted	funds	from	operations	is	a	non-GAAP	financial	measure	which	does	not	have	any	standardized	meaning	under	IFRS	and	may	not	be	comparable	
with	similar	measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measure	is	net	cash	from	operating	activities,	which	was	$122.0	
million	 and	 $95.1	million,	 respectively,	 for	 the	 three	months	 ended	 September	 30,	 2023	 and	 2022.	 Net	 cash	 from	 operating	 activities	 for	 the	 nine	
months	ended	September	30,	2023	and	2022	was	$313.4	million	and	$295.2	million,	 respectively.	Refer	 to	"Non-GAAP	and	Other	Specified	Financial	
Measures"	in	this	MD&A	for	more	information.

5 Adjusted	funds	from	operations	per	share	-	basic	and	per	share	-	diluted	are	non-GAAP	financial	ratios	which	do	not	have	any	standardized	meaning	
under	IFRS	and	may	not	be	comparable	with	similar	measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measure	is	net	cash	from	
operating	activities	per	share	-	basic	and	per	share	-	diluted,	which	were	$1.32/boe	and	$1.24/boe,	and	$3.80/boe	and	$1.54/boe,	respectively,	for	the	
three	months	ended	September	30,	2023	and	2022.	Net	cash	from	operating	activities	per	share	-	basic	and	per	share	-	diluted	for	the	nine	months	
ended	 September	 30,	 2023	 and	 2022	were	 $4.00/boe	 and	 $4.00/boe,	 and	 $11.80/boe	 and	 $4.83/boe,	 respectively.	 Refer	 to	 "Non-GAAP	 and	Other	
Specified	Financial	Measures"	in	this	MD&A	for	more	information.

6 Corporate	netback	per	boe	is	a	non-GAAP	financial	ratio	which	does	not	have	any	standardized	meaning	under	IFRS	and	may	not	be	comparable	with	
similar	measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measure	 is	net	cash	 from	operating	activities	per	boe,	which	was	
$28.81/boe	and	$32.20/boe,	respectively,	for	the	three	months	ended	September	30,	2023	and	2022.	Net	cash	from	operating	activities	per	boe	for	the	
nine	months	ended	September	30,	2023	and	2022	was	$27.53/boe	and	$32.83/boe,	 respectively.	Refer	 to	 "Non-GAAP	and	Other	Specified	Financial	
Measures"	in	this	MD&A	for	more	information.

7 Capital	 expenditures	 is	 a	non-GAAP	 financial	measure	which	does	not	have	any	 standardized	meaning	under	 IFRS	and	may	not	be	 comparable	with	
similar	measures	presented	by	other	entities.	 The	most	directly	 comparable	GAAP	measure	 is	net	 cash	used	 in	 investing	activities,	which	was	$97.6	
million	and	$58.7	million,	 respectively,	 for	 the	 three	months	ended	September	30,	2023	and	2022.	Net	cash	used	 in	 investing	activities	 for	 the	nine	
months	ended	September	30,	2023	and	2022	was	$372.2	million	and	$222.6	million,	 respectively.	Refer	 to	"Non-GAAP	and	Other	Specified	Financial	
Measures"	in	this	MD&A	for	more	information.

8 Free	funds	flow	is	a	non-GAAP	financial	measure	which	does	not	have	any	standardized	meaning	under	IFRS	and	may	not	be	comparable	with	similar	
measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measure	is	net	cash	from	operating	activities,	which	was	$122.0	million	and	
$95.1	million,	respectively,	for	the	three	months	ended	September	30,	2023	and	2022.	Net	cash	from	operating	activities	for	the	nine	months	ended	
September	30,	2023	and	2022	was	$313.4	million	and	$295.2	million,	respectively.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	
MD&A	for	more	information.

9 HEI	has	95,884,002	HEI	Common	Shares,	4,908,385	Legacy	RSUs,	617,956	Legacy	Options,	and	1,934,818	RSAs	issued	and	outstanding	as	of	the	date	of	
this	MD&A.

10 Adjusted	working	capital	deficit	is	a	capital	management	measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures”	in	this	MD&A	for	more	
information.

11 Available	funding	is	a	non-GAAP	financial	measure	which	does	not	have	any	standardized	meaning	under	IFRS	and	may	not	be	comparable	with	similar	
measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measure	is	working	capital	deficit,	which	was	$18.6	million	and	$22.1	million,	
respectively,	as	at	September	30,	2023	and	December	31,	2022.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	
information.

12 Net	debt	is	a	capital	management	measure.	Refer	to	the	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

Announced	Corporate	Transaction

On	November	6,	2023,	Hammerhead	announced	that	 it	had	entered	 into	a	definitive	arrangement	agreement	with	Crescent	
Point	Energy	Corp.	(“Crescent	Point”)	(TSX:	CPG;	NYSE:	CPG)	pursuant	to	which	Crescent	Point	has	agreed	to	acquire	all	of	the	
issued	and	outstanding	Class	A	common	shares	of	Hammerhead	("HEI	Common	Shares")	for	total	consideration	of	Cdn$21.00	
per	HEI	Common	Share	(the	"Consideration").	The	proposed	transaction	(the	"Transaction")	is	to	be	completed	by	way	of	a	plan	
of	arrangement	under	the	Business	Corporations	Act	(Alberta)	and	is	expected	to	close	in	late	December	2023.

Pursuant	to	the	Transaction,	each	HEI	Common	Share	will	be	exchanged	for	Cdn$15.50	of	cash	consideration	and	Cdn$5.50	in	
value	in	the	form	of	common	shares	of	Crescent	Point,	based	on	the	offering	price	of	the	concurrent	equity	offering	announced	
by	Crescent	Point.

Hammerhead	 will	 seek	 approval	 of	 the	 Transaction	 by	 its	 shareholders	 at	 a	 special	 meeting	 expected	 to	 be	 held	 in	 late	
December	 2023	 (the	 "Meeting").	 The	 Transaction	 is	 also	 subject	 to	 customary	 closing	 conditions,	 including	 receipt	 of	 court	
approval,	 Hammerhead	 shareholder	 approval	 at	 the	 Meeting	 and	 customary	 regulatory	 and	 stock	 exchange	 approvals,	
including	under	the	Competition	Act	(Canada).	Upon	closing	of	the	Transaction,	the	HEI	Common	Shares	will	be	de-listed	from	
the	TSX	and	NASDAQ.
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Third	Quarter	2023	Operating	and	Financial	Highlights:	

• Production	averaged	46,046	boe/d	in	the	third	quarter	of	2023,	a	13,935	boe/d	or	43%	increase	from	the	same	period	of	
2022.	 New	 production	 from	 41	 gross	 (39.1	 net)	 wells	 brought	 on-stream	 since	 September	 30,	 2022	 offset	 production	
declines	on	existing	wells.

• The	Company's	liquids	weighting	was	48%	during	the	third	quarter	of	2023,	compared	to	42%	in	the	same	period	of	2022.	
The	increase	was	driven	by	higher	crude	oil	production	from	multiple	pads	brought	on-stream	in	the	Karr	area.

• Oil	 and	 gas	 revenue	 for	 the	 three	months	 ended	 September	 30,	 2023	 and	 2022	was	 $234.1	million	 and	 $206.5	million,	
respectively.	Operating	netback1	for	the	third	quarter	of	2023	increased	by	$57.6	million	to	$160.3	million,	reflecting	both	
higher	production	and	an	increase	on	a	per	boe	basis.	Operating	netback	per	boe1	was	$37.82/boe	for	the	quarter,	$3.05/
boe	 higher	 than	 the	 same	 period	 of	 2022.	 This	 increase	 was	 driven	 by	 additional	 realized	 gains	 on	 risk	 management	
contracts	 of	 $10.91/boe	 and	 decreases	 in	 royalty	 and	 operating	 expense	 of	 $4.54/boe	 and	 $1.88/boe,	 respectively,	 but	
partially	offset	by	declines	in	commodity	pricing,	which	reduced	revenue	by	$14.65/boe.

• Net	cash	from	operating	activities	for	the	three	months	ended	September	30,	2023	and	2022	was	$122.0	million	and	$95.1	
million,	respectively.	Adjusted	funds	from	operations1	was	$141.4	million	during	the	third	quarter	of	2023,	a	$47.1	million	or	
50%	 increase	 from	 the	 same	 quarter	 of	 2022.	 The	 increase	 is	 primarily	 driven	 by	 a	 $57.6	million	 increase	 in	 operating	
netback1.

• The	Company	 reported	a	net	profit	of	$3.9	million	 for	 the	 three	months	ended	September	30,	2023,	 compared	 to	a	net	
profit	of	$67.3	million	in	the	same	period	of	2022.	The	$63.3	million	decrease	in	profit	was	primarily	due	to	a	$65.7	million	
change	 in	unrealized	 loss	on	risk	management	contracts,	a	$32.0	million	change	 in	 fair	value	of	warrants,	a	$23.9	million	
increase	 in	depletion,	depreciation	and	 impairment.	These	expenses	were	partially	offset	with	a	$62.3	million	 increase	 in	
funds	from	operations.

• Net	cash	used	in	investing	activities	for	the	three	months	ended	September	30,	2023	and	2022	was	$97.6	million	and	$58.7	
million,	respectively.	Capital	expenditures1	during	the	third	quarter	of	2023	were	$109.6	million.	At	Karr,	the	Company	spent	
$114.6	million	across	three	pads,	primarily	on	the	drill	of	10	gross	(10	net)	wells,	and	the	completion	and	tie-in	of	12	gross	
(12	 net)	 wells.	 Remaining	 funds	 spent	 were	 related	 to	 non-well	 infrastructure	 projects,	 mainly	 the	 South	 Karr	 battery	
construction.	 At	 Gold	 Creek,	 the	 Company	 spent	 $2.1	million,	 primarily	 on	 future	 pad	 construction	 and	 other	 non-well	
activities.	

• Following	 the	 semi-annual	 borrowing	 base	 review,	 the	 Company	 increased	 its	 total	 credit	 facility	 to	 $450.0	million	 and	
utilized	the	increase	to	redeem	and	extinguish	the	outstanding	term	debt	at	par	value,	including	accumulated	paid-in-kind	
interest,	for	a	payment	equal	to	the	carrying	value	of	$83.7	million.	The	Company	also	paid	cash	interest	of	$2.3	million,	for	
a	total	of	$86.0	million	in	relation	to	the	term	debt.

• During	 the	quarter,	 the	Company	 issued	a	Notice	of	Redemption	 for	 all	 remaining	HEI	Warrants.	During	 the	 redemption	
period,	15,642,972	HEI	Warrants	were	exercised	on	a	cashless	basis,	301	were	exercised	on	a	cash	basis,	and	the	remaining	
54,483	were	redeemed	for	a	cash	payment	of	US$0.10	per	HEI	Warrant.	As	of	September	30,	2023,	the	Company	has	no	HEI	
Warrants	outstanding.	

Year-to-Date	2023	Operating	and	Financial	Highlights:	

• Production	averaged	41,704	boe/d	for	the	nine	months	ended	September	30,	2023,	up	27%	from	the	same	period	of	2022.	
New	production	from	41	gross	(39.1	net)	wells	brought	on-stream	since	September	30,	2022	offset	production	declines	on	
existing	wells.

• The	Company's	 liquids	weighting	was	47%	during	 the	nine	months	 ended	 September	30,	 2023,	 compared	 to	42%	 in	 the	
same	period	of	2022.	The	increase	was	driven	by	increased	crude	oil	production	from	pads	brought	on-stream	in	the	Karr	
area.

• Oil	 and	 gas	 revenue	 for	 the	 nine	months	 ended	 September	 30,	 2023	 and	 2022	 was	 $622.2	million	 and	 $646.0	million,	
respectively.	 Operating	 netback1	 was	 $420.7	 million	 or	 $36.95/boe	 for	 the	 nine	 months	 ended	 September	 30,	 2023,	
reflecting	an	 increase	of	$82.2	million,	but	a	decline	of	$0.68/boe	 from	the	 same	period	of	2022.	The	 increase	 is	due	 to	
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higher	 production,	 while	 the	 decrease	 on	 a	 per	 boe	 basis	 was	 driven	 by	 declines	 in	 commodity	 pricing,	 which	 reduced	
revenue	by	$17.18/boe,	offset	by	an	increase	in	realized	gains	on	risk	management	contracts	of	$12.57/boe	and	a	decrease	
in	royalty	expense	of	$3.13/boe.

• Net	cash	from	operating	activities	for	the	nine	months	ended	September	30,	2023	and	2022	was	$313.4	million	and	$295.2	
million,	 respectively.	 Adjusted	 funds	 from	operations1	was	 $373.7	million	 during	 the	 nine	months	 ended	 September	 30,	
2023,	 a	 $59.1	million	 or	 19%	 increase	 from	 the	 same	 period	 of	 2022.	 The	 increase	 is	 primarily	 due	 to	 an	 $82.2	million	
increase	 in	 operating	 netback1,	 partially	 offset	 by	 a	 $12.7	million	 increase	 in	 cash	 interest	 expense,	 and	 a	 $10.5	million	
increase	in	G&A	expense.

• The	Company	 reported	a	net	 loss	of	 $109.0	million	 for	 the	nine	months	ended	September	30,	 2023,	 compared	 to	 a	net	
profit	of	$157.8	million	in	the	same	period	of	2022.	The	$266.8	million	reduction	was	primarily	due	to	a	$180.5	million	listing	
expense,	 a	 $58.5	 million	 increase	 in	 depletion,	 depreciation	 and	 impairment,	 a	 $47.3	 million	 change	 in	 fair	 value	 of	
warrants,	a	$44.3	million	 increase	 in	deferred	 income	tax	expense,	and	a	$16.0	million	 increase	 in	unrealized	 loss	on	risk	
management	contracts.	These	expenses	were	partially	offset	by	a	$69.3	million	increase	in	funds	from	operations.

• Net	 cash	 used	 in	 investing	 activities	 for	 the	 nine	months	 ended	 September	 30,	 2023	 and	 2022	was	 $372.2	million	 and	
$222.6	million,	respectively.	Capital	expenditures12during	the	nine	months	ended	September	30,	2023	were	$377.3	million,	
with	 the	 Company	 focusing	 its	 investments	 in	 both	 the	 Karr	 and	 Gold	 Creek	 areas.	 At	 Karr,	 the	 Company	 spent	 $317.2	
million,	primarily	on	the	drill	of	25	gross	(25	net)	wells	and	the	completion	and	tie-in	of	22	gross	(20.1	net)	wells.	Remaining	
funds	spent	were	related	to	non-well	infrastructure	projects,	mainly	the	South	Karr	battery	construction.	At	Gold	Creek,	the	
Company	spent	$55.6	million	primarily	on	the	drill,	completion,	and	tie-in	of	seven	gross	(seven	net)	wells,	 in	addition	to	
other	non-well	activities.

• Effective	 February	 23,	 2023,	 the	 Company	 completed	 a	 business	 combination	 with	 DCRD,	 incurring	 $9.1	 million	 in	
transaction	costs	for	the	nine	months	ended	September	30,	2023.

• In	the	third	quarter,	the	Company	increased	its	total	credit	facility	to	$450.0	million	and	utilized	the	increase	to	redeem	and	
extinguish	all	outstanding	term	debt	at	par	value,	including	accumulated	paid-in-kind	interest,	for	a	payment	equal	to	the	
carrying	value	of	$83.7	million.	The	Company	also	paid	cash	interest	of	$2.3	million,	for	a	total	of	$86.0	million	in	relation	to	
the	term	debt.

DCRD	Business	Combination

On	February	23,	2023,	 the	Company	completed	a	plan	of	arrangement	pursuant	 to	a	business	combination	agreement	with	
DCRD,	 an	 affiliate	 of	 the	 Company's	 controlling	 shareholder,	 Riverstone,	 and	 certain	 other	 parties	 and	 their	 respective	
securityholders.	 Pursuant	 to	 the	plan	of	 arrangement,	DCRD	amalgamated	with	 a	wholly	owned	 subsidiary	of	 the	Company	
which	was	incorporated	for	the	purpose	of	effecting	the	business	combination	to	form	Hammerhead	Energy	Inc.	Also	pursuant	
to	the	plan	of	arrangement,	HHR	amalgamated	with	a	wholly	owned	subsidiary	of	DCRD	 incorporated	to	effect	 the	business	
combination	to	form	Hammerhead	Resources	ULC,	a	wholly	owned	subsidiary	of	HEI.		

HEI	Class	A	Common	Shares	("HEI	Common	Shares")	are	publicly	traded	on	the	Nasdaq	Stock	Market	LLC	(“NASDAQ”)	and	the	
Toronto	Stock	Exchange	(“TSX”)	under	the	symbol	“HHRS”.	Warrants	to	purchase	HEI	Common	Shares	("HEI	Warrants")	were	
traded	on	the	NASDAQ	and	TSX	prior	to	their	redemption.

As	a	result	of	the	business	combination	with	DCRD,	the	following	occurred:	
• HHR's	 approximately	 392.6	 million	 common	 shares	 were	 exchanged	 for	 approximately	 25.1	 million	 HEI	 Common	

Shares,
• HHR's	 approximately	 500.9	 million	 preferred	 shares	 were	 exchanged	 for	 approximately	 56.1	 million	 HEI	 Common	

Shares,
• HHR's	approximately	35.0	million	2020	Warrants	were	exchanged	for	approximately	1.6	million	HEI	Common	Shares,
• HHR's	 approximately	 6.0	 million	 2013	Warrants	 were	 settled	 for	 a	 cash	 payment	 of	 $0.028	 per	 warrant,	 totaling	

approximately	$0.2	million,
• HHR's	limited	recourse	loans	under	the	long-term	retention	program	of	approximately	$5.8	million	were	terminated,
• DCRD's	approximately	8.0	million	common	shares	were	exchanged	for	approximately	8.0	million	HEI	Common	Shares,
• DCRD's	 approximately	 28.5	million	warrants	 to	 purchase	DCRD	 common	 shares	were	 exchanged	 for	 approximately	

28.5	million	HEI	Warrants,
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• HHR's	 approximately	 10.5	 million	 options	 were	 exchanged	 for	 approximately	 0.7	 million	 options	 to	 purchase	 HEI	
Common	Shares	("Legacy	Options"),	and

• HHR's	approximately	83.4	million	restricted	shares	units	were	exchanged	for	approximately	5.3	million	restricted	share	
units	to	acquire	HEI	Common	Shares	("Legacy	RSUs")

HEI	 issued	a	 total	of	90,778,275	HEI	Common	Shares,	28,549,991	HEI	Warrants,	5,329,938	Legacy	RSUs	and	671,539	Legacy	
Options	to	the	former	securityholders	of	HHR	and	DCRD	in	connection	with	the	business	combination.

The	transaction	is	a	business	combination	under	common	control	and	applies	IFRS	2	Share	Based	Payment	as	DCRD	does	not	
meet	the	definition	of	a	business	under	IFRS	3	Business	Combinations.	On	closing,	the	Company	accounted	for	the	fair	value	of	
the	 HEI	 Common	 Shares	 issued	 to	 DCRD	 shareholders	 at	 the	 market	 price	 of	 DCRD's	 publicly	 traded	 common	 shares	 on	
February	23,	2023.	The	total	fair	value	of	the	HEI	Common	Shares	issued	to	DCRD	shareholders	was	$109.6	million.	As	part	of	
the	amalgamation,	HEI	acquired	cash,	prepaid	expenses,	accounts	payable,	related	party	payables	and	warrant	liabilities.	The	
fair	value	of	the	HEI	Common	Shares	issued	to	DCRD	shareholders	less	the	sum	of	the	net	liabilities	acquired	was	accounted	for	
as	listing	expense.	

The	following	table	reconciles	the	elements	of	the	business	combination	with	DCRD:

(Cdn$	thousands) Amalgamation	under	IFRS	2
Total	fair	value	of	consideration
8,032,671	shares	at	US$10.07	per	common	share	(US$80.9	million) 	 109,597	

less	the	following
Cash 	 156	
Prepaid	expenses 	 3,705	
Less:	Accounts	payable 	 (24,179)	
Less:	Due	to	related	parties 	 (18,457)	
Less:	Warrant	liabilities	1 	 (32,106)	
Total	listing	expense 	 180,478	

1 Warrant	liabilities	included	Public	and	Private	Placement	HEI	Warrants.

The	 listing	expense	 is	presented	 in	 the	 interim	condensed	consolidated	statements	of	profit	 (loss)	and	comprehensive	profit	
(loss).	The	amounts	due	to	related	parties	include	$9.5	million	due	to	HEI	that	was	eliminated	upon	closing	and	$8.9	million	due	
to	Riverstone.	All	related	party	payable	balances	were	settled	as	at	March	31,	2023.

For	 the	 three	 and	 nine	 months	 ended	 September	 30,	 2023,	 the	 Company	 expensed	 nil	 and	 $9.1	 million,	 respectively,	 in	
transaction	costs	(three	and	nine	months	ended	September	30,	2022	-	$16.0	million).

Results	of	Operations

Production

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

2023 2022 %	Change 2023 2022 %	Change
Crude	oil	and	field	condensate	(bbls/d) 16,657 9,279 	80	 14,960 9,724 	54	
Natural	gas	(Mcf/d) 144,045 111,353 	29	 132,633 113,899 	16	
Natural	gas	liquids	(bbls/d) 5,382 4,273 	26	 4,639 4,234 	10	
Total	(boe/d) 46,046 32,111 	43	 41,704 32,941 	27	

Liquids	weighting	% 	48	 	42	 	47	 	42	

Average	production	during	the	three	months	ended	September	30,	2023,	was	46,046	boe/d,	up	43%	from	the	third	quarter	of	
2022.	During	the	nine	months	ended	September	30,	2023,	average	production	was	41,704	boe/d,	up	27%	from	the	same	period	
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of	2022.	The	growth	in	production	reflects	41	gross	(39.1	net)	wells	brought	on-stream	since	September	30,	2022,	which	offset	
production	declines	on	existing	wells.

The	Company's	 liquids	weighting	was	48%	and	47%,	respectively,	for	the	three	and	nine	months	ended	September	30,	2023,	
compared	to	42%	for	 the	same	periods	 in	2022.	The	 increase	 in	 liquids	weighting	was	driven	by	higher	crude	oil	production	
from	multiple	pads	brought	on-stream	in	the	Karr	area.

Realized	Prices	and	Benchmark	Prices	

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Per	unit	amounts) 2023 2022 %	Change 2023 2022 %	Change

Average	Realized	Prices	1

Crude	oil	and	field	condensate	($/bbl) 	 108.17	 	 117.28	 	(8)	 	 101.69	 	 123.64	 	(18)	
Natural	gas	($/Mcf)	2 	 3.19	 	 7.84	 	(59)	 	 3.80	 	 7.43	 	(49)	
Natural	gas	liquids	($/bbl) 	 52.72	 	 66.37	 	(21)	 	 54.86	 	 74.96	 	(27)	
Total	($/boe)	3 	 55.26	 	 69.91	 	(21)	 	 54.65	 	 71.83	 	(24)	

Benchmark	Prices
Crude	oil

WTI	(Cdn$/bbl) 	 110.28	 	 119.57	 	(8)	 	 104.11	 	 125.85	 	(17)	
Edmonton	Light	Sweet	(Cdn$/bbl) 	 107.84	 	 116.89	 	(8)	 	 100.65	 	 123.49	 	(18)	
WTI/Edmonton	Light	Sweet	(Cdn$/bbl) 	 (2.44)	 	 (2.68)	 	(9)	 	 (3.45)	 	 (2.36)	 	46	

Natural	gas
AECO	5A	(Cdn$/GJ) 	 2.46	 	 3.94	 	(38)	 	 2.61	 	 5.10	 	(49)	

AECO	5A	(Cdn$/Mcf)	4 	 2.62	 	 4.20	 	(38)	 	 2.78	 	 5.43	 	(49)	
NYMEX	(US$/MMBtu) 	 2.55	 	 8.18	 	(69)	 	 2.69	 	 6.77	 	(60)	

NYMEX	(Cdn$/Mcf)	4 	 3.45	 	 10.80	 	(68)	 	 3.65	 	 8.79	 	(58)	

Union-Dawn	(US$/MMBtu) 	 2.27	 	 7.37	 	(69)	 	 2.35	 	 6.35	 	(63)	

Union-Dawn	(Cdn$/Mcf)		4 	 3.07	 	 9.71	 	(68)	 	 3.19	 	 8.24	 	(61)	

Chicago	City-Gate	(US$/MMBtu) 	 2.31	 	 7.38	 	(69)	 	 2.31	 	 6.34	 	(64)	

								Chicago	City-Gate	(Cdn$/Mcf)	4 	 3.12	 	 9.73	 	(68)	 	 3.14	 	 8.22	 	(62)	

Stanfield	(US$/MMBtu) 	 3.09	 	 7.27	 	(57)	 	 4.98	 	 6.25	 	(20)	

								Stanfield	(Cdn$/Mcf)	4 	 4.18	 	 9.58	 	(56)	 	 6.77	 	 8.11	 	(17)	

Malin	(US$/MMBtu) 	 3.17	 	 7.52	 	(58)	 	 5.05	 	 6.40	 	(21)	

								Malin	(Cdn$/Mcf)	4 	 4.29	 	 9.92	 	(57)	 	 6.85	 	 8.31	 	(18)	

Average	foreign	exchange
Exchange	rate	-	US$/Cdn$ 	 1.34	 	 1.31	 	2	 	 1.35	 	 1.28	 	5	

1 Average	realized	prices	do	not	include	realized	gains	or	losses	on	risk	management	contracts.	See	"Risk	Management	Contracts"	in	this	MD&A	for	
further	information.	

2 At	the	Company's	current	heating	value	of	42.0	GJ/e3m3,	1	mcf	of	natural	gas	is	approximately	1.18	GJ.

3 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

4 At	industry	average	heating	values	of	37.8	GJ/e3m3,	1	mcf	of	natural	gas	is	approximately	1.065	GJ.

Crude	oil	and	field	condensate

The	majority	of	the	Company's	crude	oil	and	field	condensate	production	is	delivered	and	sold	in	Central	Alberta	through	firm	
service	commitments	on	Pembina	Pipeline	Corporation's	 ("Pembina")	pipeline	systems.	The	price	that	Hammerhead	receives	
for	crude	oil	and	field	condensate	production	is	primarily	driven	by	global	supply	and	demand	and	the	Edmonton	light	sweet	oil	
price	differentials.
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During	 the	 three	and	nine	months	ended	September	30,	2023,	 the	Company's	 realized	 crude	oil	 and	 field	 condensate	price	
decreased	by	$9.11/bbl	or	8%	and	$21.95/bbl	or	18%,	respectively,	compared	to	the	same	periods	in	2022.	This	decrease	was	
driven	by	corresponding	8%	and	18%	decreases	in	crude	oil	benchmark	pricing.	In	2023,	increased	global	inflation	has	reduced	
demand	 for	 oil	 products	 in	 comparison	 to	 2022,	 where	 increased	 pricing	 was	 driven	 by	 a	 rise	 in	 demand	 for	 oil	 products	
coupled	with	 sanctions	 on	 Russian	 oil	 exports	 issued	 in	 response	 to	 the	 Russia-Ukraine	war.	 In	 Q3	 2023,	 benchmark	 price	
declines	were	partially	offset	with	price	increases	due	to	voluntary	supply	cuts	by	Saudi	Arabia	and	Russia.

Natural	Gas

The	Company's	natural	gas	transportation	capacity	provides	geographical	diversification	across	North	America.	The	Company	
has	firm	service	commitments	to	deliver	and	sell	 its	natural	gas	production	to	the	Alberta,	Eastern	Canada	and	United	States	
(Midwest	and	West	Path)	markets.	In	comparison	to	2022,	the	weighting	of	total	natural	gas	sales	to	Alberta	has	increased	in	
the	three	and	nine	months	ended	September	30,	2023.	The	Company's	 increased	natural	gas	production	was	sold	 in	Alberta	
markets,	as	Eastern	Canada	and	United	States	fixed	volumes	were	maximized.	Geographical	diversification	of	natural	gas	sales	
to	 US	 markets	 resulted	 in	 a	 realized	 natural	 gas	 price	 of	 $3.80/mcf	 before	 realized	 gains	 or	 losses	 on	 risk	 management	
contracts,	which	is	a	37%	increase	over	the	AECO	5A	benchmark	price	of	$2.78/mcf	for	the	nine	months	ended	September	30,	
2023.

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

%	weighting	of	total	natural	gas	sales 2023 2022 2023 2022
Alberta 58 45 55 47
Eastern	Canada 23 30 25 29
United	States 19 25 20 24

For	the	three	and	nine	months	ended	September	30,	2023,	Hammerhead's	realized	natural	gas	price	decreased	by	$4.65/mcf	or	
59%,	 and	 $3.63/mcf	 or	 49%,	 respectively,	 compared	 to	 the	 same	 periods	 in	 2022.	 The	 decrease	 in	 the	 Company's	 realized	
prices	were	driven	by	reductions	in	benchmark	prices	across	North	American	markets.	Prices	throughout	the	periods	remained	
lower	than	2022	due	to	elevated	inventory	levels	in	Canada	and	the	United	States.	

NGL	

The	Company's	 natural	 gas	 liquids	 and	plant	 condensate	 is	 currently	 sold	on	 the	Alberta	market,	 but	 achieves	 geographical	
diversification	 in	 pricing	 through	 Pembina's	 marketing	 pool.	 Pembina	 operates	 a	 pool	 of	 sales	 that	 provides	 access	 to	 the	
United	 States,	 Asia	 and	 Eastern	 Canadian	 markets,	 with	 market	 weightings	 adjusted	 for	 supply	 and	 demand	 outlook	 and	
seasonality.

For	the	three	and	nine	months	ended	September	30,	2023,	Hammerhead's	realized	NGL	price	decreased	by	$13.65/bbl	or	21%,	
and	$20.10/bbl	or	27%,	respectively,	compared	to	the	same	periods	in	2022.	Increased	inflation	has	lowered	demand	for	North	
American	NGL	 products,	which	 decreased	 benchmark	 pricing	 for	 the	 three	 and	 nine	months	 ended	 September	 30,	 2023	 in	
comparison	 to	 the	 same	periods	 in	 2022,	where	 diminished	 supply	was	 compounded	with	 political	 unrest	 from	 the	Russia-
Ukraine	war,	and	drove	improvements	in	pricing.	Price	declines	were	partially	offset	with	increased	pricing	related	to	higher	oil	
prices	resulting	from	voluntary	supply	cuts	by	Saudi	Arabia	and	Russia	during	the	third	quarter	of	2023.
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Revenue

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Crude	oil	and	field	condensate 	 165,768	 	 100,118	 	66	 	 415,324	 	 328,212	 	27	
Natural	gas	 	 42,217	 	 80,307	 	(47)	 	 137,415	 	 231,106	 	(41)	
Natural	gas	liquids 	 26,105	 	 26,093	 	—	 	 69,477	 	 86,650	 	(20)	
Oil	and	gas	revenue 	 234,090	 	 206,518	 	13	 	 622,216	 	 645,968	 	(4)	
Revenue	-	$/boe	1 	 55.26	 	 69.91	 	(21)	 	 54.65	 	 71.83	 	(24)	

1 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

For	the	three	months	ended	September	30,	2023,	the	Company	earned	revenue	of	$234.1	million,	compared	to	$206.5	million	
for	the	same	period	of	2022.	The	increase	of	$27.6	million	was	driven	by	increased	production	and	a	higher	liquids	weighting,	
partially	offset	by	lower	realized	commodity	prices.

For	the	nine	months	ended	September	30,	2023,	the	Company	earned	revenue	of	$622.2	million,	compared	to	$646.0	million	
for	the	same	period	of	2022.	The	decrease	of	$23.8	million	was	driven	by	lower	realized	commodity	prices,	partially	offset	by	
increased	production	and	a	higher	liquids	weighting.

Royalty	Expense

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Royalty	expense 26,249 31,728 	(17)	 67,746 81,653 	(17)	
Royalty	expense	-	$/boe	1 6.20 10.74 	(42)	 5.95 9.08 	(34)	
Percentage	of	revenue 	11	 	15	 	11	 	13	

1 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

Hammerhead	pays	royalties	to	the	Province	of	Alberta	in	respect	of	the	Company's	production	and	sales	volumes	in	accordance	
with	 the	applicable	 royalty	 framework.	 The	majority	of	 the	Company's	 royalties	 are	paid	 to	 the	Crown,	which	are	based	on	
various	sliding	scales	that	are	dependent	on	incentives,	production	volumes	and	commodity	prices.	Hammerhead's	wells	spud	
on	or	after	January	1,	2017	qualify	for	the	Crown's	Modernized	Royalty	Framework	("MRF")	incentive	program	which	has	a	low	
initial	5%	royalty	rate	until	a	threshold	return	of	capital	has	been	achieved.	Between	2018	and	April	2022,	the	Company	also	
qualified	for	the	Crown's	Enhanced	Hydrocarbon	Recovery	Program	("EHRP")	for	a	pilot	waterflood	program	located	in	the	Gold	
Creek	 area.	 The	 EHRP	 provided	 for	 a	 flat	 royalty	 of	 5%	 on	 commodities	 produced	 from	wells	 impacted	 by	 the	 waterflood	
program	during	the	period.	

The	Company	 receives	 a	monthly	Gas	 Cost	Allowance	 ("GCA")	 credit	 from	 the	Province	of	Alberta	 for	 expenses	 incurred	 to	
process	and	transport	the	Crown's	portion	of	natural	gas	production.	The	credit	is	applied	to	the	royalties	that	would	have	been	
owed	to	the	Crown.	The	GCA	credit	is	assessed	annually	every	June	and	is	subject	to	a	true-up	adjustment	as	a	payable	to	the	
Crown	or	a	receivable	in	the	form	of	a	credit	to	the	Company.

For	the	three	months	ended	September	30,	2023,	royalty	expenses	decreased	$5.5	million	or	$4.54/boe	compared	to	the	same	
period	of	2022.	On	a	percentage	of	revenue	basis,	royalties	decreased	by	4%	over	the	same	period.	During	the	nine	months	
ended	September	30,	2023,	royalty	expenses	decreased	$13.9	million	or	$3.13/boe,	compared	to	the	same	period	in	2022.	On	
a	 percentage	 of	 revenue	 basis,	 royalties	 decreased	 by	 2%	 over	 the	 same	 period.	 The	 decrease	 in	 royalty	 expense	 for	 both	
periods	is	due	to	lower	royalty	rates	on	natural	gas	due	to	declines	in	input	pricing	and	a	larger	GCA	credit	received,	partially	
offset	by	increased	royalties	on	higher	crude	oil	production	volumes.
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Operating	Expense	

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Gas	gathering	and	processing 	 10,797	 	 10,759	 	—	 	 33,134	 	 31,180	 	6	
Chemicals	and	fuel 	 5,432	 	 5,355	 	1	 	 15,846	 	 14,332	 	11	
Repairs	and	maintenance 	 4,324	 	 2,979	 	45	 	 15,326	 	 12,043	 	27	
Staff	and	contractor	costs 	 2,907	 	 2,542	 	14	 	 8,004	 	 7,315	 	9	
Well	servicing 	 382	 	 413	 	(8)	 	 2,262	 	 2,012	 	12	
Other 	 5,751	 	 4,164	 	38	 	 18,637	 	 12,907	 	44	
Operating	expense 	 29,593	 	 26,212	 	13	 	 93,209	 	 79,789	 	17	
Operating	expense	-	$/boe	1 	 6.99	 	 8.87	 	(21)	 	 8.19	 	 8.87	 	(8)	

1 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

For	 the	 three	months	 ended	 September	 30,	 2023,	 operating	 expense	 was	 $29.6	 million	 or	 $6.99/boe,	 compared	 to	 $26.2	
million	or	$8.87/boe	for	the	same	period	of	2022,	an	increase	of	$3.4	million	and	a	decrease	of	$1.88/boe.	For	the	nine	months	
ended	September	30,	2023,	operating	expense	was	$93.2	million	or	$8.19/boe,	compared	to	$79.8	million	or	$8.87/boe,	for	the	
same	period	of	2022,	an	increase	of	$13.4	million	and	a	decrease	of	$0.68/boe.	

The	increased	costs	are	due	to	additional	production	volumes	and	increased	field	activity,	which	resulted	in	added	water	and	
emulsion	 handling	 costs	 included	 under	 Other	 expense.	 Higher	 repairs	 and	 maintenance	 costs	 further	 contributed	 to	 the	
increase.	 The	 lower	 operating	 expense	 per	 boe	 in	 both	 periods	 was	 driven	 by	 higher	 production	 and	 increased	 operating	
efficiencies.

Transportation	Expense

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Transportation	expense 	 23,620	 	 17,582	 	34	 	 65,108	 	 52,481	 	24	
Transportation	expense	-	$/boe	1 	 5.58	 	 5.95	 	(6)	 	 5.72	 	 5.84	 	(2)	

1 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

During	 the	 three	months	 ended	 September	 30,	 2023,	 transportation	 expense	was	 $23.6	million	or	 $5.58/boe,	 compared	 to	
$17.6	million	or	$5.95/boe	in	the	same	period	of	2022.	The	increase	of	$6.0	million	was	due	to	higher	overall	volumes,	partially	
offset	by	lower	crude	oil	transportation	per	unit	cost	which	drove	the	decrease	of	$0.37	on	a	per	boe	basis.

For	the	nine	months	ended	September	30,	2023,	transportation	expense	was	$65.1	million	or	$5.72/boe,	compared	to	$52.5	
million	or	 $5.84/boe	 in	 the	 same	period	of	 2022.	 The	 increase	of	 $12.6	million	 resulted	 from	higher	overall	 volumes	 and	 a	
favorable	 third-party	 adjustment	 that	 lowered	 crude	 oil	 transportation	 costs	 in	 the	 first	 quarter	 of	 2022,	 partially	 offset	 by	
lower	crude	oil	transportation	per	unit	costs	which	drove	the	decrease	of	$0.12	on	a	per	boe	basis.

Risk	Management	Contracts	

The	Company's	risk	management	program	is	primarily	designed	to	reduce	volatility	 in	revenue	and	cash	flow	and	to	provide	
consistency	for	the	Company's	capital	program.

Risk	management	contract	settlements	are	recognized	as	a	realized	gain	or	loss.	The	fair	value	of	the	Company's	unsettled	risk	
management	 contracts	 is	 recorded	 as	 an	 asset	 or	 liability	 at	 each	 reporting	 period	with	 any	 change	 in	 the	mark-to-market	
positions	of	the	outstanding	contracts	recognized	as	an	unrealized	gain	or	loss	in	net	profit	(loss).	Both	realized	and	unrealized	
gains	and	losses	on	risk	management	contracts	vary	based	on	fluctuations	related	to	the	specific	terms	of	outstanding	contracts	
in	the	period	including	contract	types,	contract	quantities,	contract	prices	and	the	underlying	commodity	reference	prices.	
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The	following	table	summarizes	the	asset	or	liability	position	of	risk	management	contracts	outstanding:	

(Cdn$	thousands) September	30,	2023 December	31,	2022
Crude	oil 	 (5,082)	 	 (5,801)	
Natural	gas 	 5,592	 	 17,808	
Total	net	asset 	 510	 	 12,007	

The	following	table	summarizes	the	realized	gain	or	 loss	on	risk	management	contract	settlements,	as	well	as	the	unrealized	
gain	or	loss	related	to	changes	in	the	fair	value	of	outstanding	contracts:

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022
%	

Change 2023 2022
%	

Change
Realized	(loss)	gain	on	risk	management	contracts
					Crude	oil	1 	 (8,350)	 	 (9,552)	 	(13)	 	 (6,216)	 	(46,969)	 	(87)	
					Natural	gas	1 	 13,973	 	 (15,914)	 N/A 	 30,772	 	(36,641)	 N/A
					Natural	gas	liquids	1 	 —	 	 (2,841)	 	(100)	 	 2	 	 (9,965)	 N/A
Total	realized	gain	(loss)	on	risk	management	contracts	1	 	 5,623	 	 (28,307)	 N/A 	 24,558	 	(93,575)	 N/A
Unrealized	(loss)	gain	on	risk	management	contracts	2 	 (20,882)	 	 44,774	 N/A 	(11,496)	 	 4,455	 N/A
Total	(loss)	gain	on	risk	management	contracts 	 (15,259)	 	 16,467	 N/A 	 13,062	 	(89,120)	 N/A

(Cdn$	per	boe)

Realized	gain	(loss)	on	risk	management	contracts	1,3 	 1.33	 	 (9.58)	 N/A 	 2.16	 	 (10.41)	 N/A
Unrealized	(loss)	gain	on	risk	management	contracts	2,3 	 (4.93)	 	 15.16	 N/A 	 (1.01)	 	 0.50	 N/A
Total	(loss)	gain	on	risk	management	contracts	3 	 (3.60)	 	 5.58	 N/A 	 1.15	 	 (9.91)	 N/A

1 Represents	cash	settlements	under	the	respective	contracts.

2 Represents	the	change	in	fair	value	of	contracts	outstanding	during	the	period.

3 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

During	 the	 three	 and	 nine	 months	 ended	 September	 30,	 2023,	 the	 Company	 incurred	 realized	 gains	 on	 risk	 management	
contracts	of	$5.6	million,	and	$24.6	million,	compared	to	realized	losses	of	$28.3	million	and	$93.6	million,	respectively,	in	the	
comparative	periods	of	2022.	The	increased	gains	are	due	to	declines	in	benchmark	natural	gas	commodity	prices	relative	to	
hedged	prices.

The	unrealized	loss	on	risk	management	contracts	of	$20.9	million	for	the	three	months	ended	September	30,	2023	is	primarily	
due	 to	 settlement	of	natural	 gas	 contracts	 in	a	 realized	gain	position.	The	unrealized	gain	on	 risk	management	 contracts	of	
$44.8	 million	 for	 the	 three	 months	 ended	 September	 30,	 2022	 was	 primarily	 due	 to	 settlement	 of	 contracts	 across	 all	
commodities	 in	 a	 realized	 loss	 position	 and	 unrealized	 gains	 resulting	 from	 the	 deterioration	 of	 benchmark	 crude	 oil	
commodity	prices	in	comparison	to	hedged	prices	during	the	period.	

The	unrealized	loss	on	risk	management	contracts	of	$11.5	million	for	the	nine	months	ended	September	30,	2023	is	primarily	
due	to	settlement	of	natural	gas	contracts	in	a	realized	gain	position.	The	unrealized	gain	on	risk	management	contracts	of	$4.5	
million	for	the	nine	months	ended	September	30,	2022	was	due	to	the	settlement	of	contracts	in	a	realized	loss	position	and	
new	contracts	that	were	 in	an	asset	position	at	the	end	of	the	period,	offset	with	unrealized	 losses	due	to	 improvements	 in	
forward	commodity	pricing	relative	to	the	hedged	prices	of	older	risk	management	contracts.
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As	at	September	30,	2023,	the	Company	held	the	following	outstanding	risk	management	contracts:

Remaining	Term Reference
Total	Daily	Volume

(bbls/d)
Weighted	Average	

																							(Price/bbls)
Crude	Oil	Swaps
Oct	1,	2023	–	Dec	31,	2023 US$	WTI 	 8,600	 	 84.80	
Jan	1,	2024	–	Mar	31,	2024 US$	WTI 	 10,050	 	 82.44	

Remaining	Term Reference
Total	Daily	Volume	

(MMbtu/d)
Weighted	Average	

	(US$/MMbtu)
Natural	Gas	Swaps
Oct	1,	2023	-	Dec	31,	2023 US$	AECO	-	NYMEX 	 30,000	 	 (1.48)	

Natural	Gas	Collar
Oct	1,	2023	-	Dec	31,	2023 US$	NYMEX 	 30,000	 5.00	-	9.80

Operating	Netback

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022 %	Change 2023 2022 %	Change
Revenue 	 234,090	 	 206,518	 	13	 	 622,216	 	 645,968	 	(4)	
Royalties 	 (26,249)	 	 (31,728)	 	(17)	 	 (67,746)	 	 (81,653)	 	(17)	
Operating	expense 	 (29,593)	 	 (26,212)	 	13	 	 (93,209)	 	 (79,789)	 	17	
Net	transportation	expense 	 (23,620)	 	 (17,582)	 	34	 	 (65,108)	 	 (52,481)	 	24	
Operating	netback,	excluding	risk	management	contracts 	 154,628	 	 130,996	 	18	 	 396,153	 	 432,045	 	(8)	

Realized	gain	(loss)	on	risk	management	contracts 	 5,623	 	 (28,307)	 N/A 	 24,558	 	 (93,575)	 N/A
Operating	netback	1 	 160,251	 	 102,689	 	56	 	 420,711	 	 338,470	 	24	

(Cdn$	per	boe)

Revenue	1 	 55.26	 	 69.91	 	(21)	 	 54.65	 	 71.83	 	(24)	
Royalties	1 	 (6.20)	 	 (10.74)	 	(42)	 	 (5.95)	 	 (9.08)	 	(34)	
Operating	expense	1 	 (6.99)	 	 (8.87)	 	(21)	 	 (8.19)	 	 (8.87)	 	(8)	
Net	transportation	expense	1 	 (5.58)	 	 (5.95)	 	(6)	 	 (5.72)	 	 (5.84)	 	(2)	
Operating	netback,	excluding	risk	management	contracts	1 	 36.49	 	 44.35	 	(18)	 	 34.79	 	 48.04	 	(28)	

Realized	gain	(loss)	on	risk	management	contracts	1 	 1.33	 	 (9.58)	 N/A 	 2.16	 	 (10.41)	 N/A
Operating	netback	per	boe	1 	 37.82	 	 34.77	 	9	 	 36.95	 	 37.63	 	(2)	

1 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.	

For	the	three	months	ended	September	30,	2023,	the	Company's	operating	netback	per	boe	was	$37.82/boe,	an	increase	of	
$3.05/boe	from	the	corresponding	period	of	2022.	The	increase	was	driven	by	increases	in	realized	gains	on	risk	management	
contracts	of	$10.91/boe	and	decreases	 in	 royalty	and	operating	expense	of	$4.54/boe	and	$1.88/boe,	 respectively,	partially	
offset	by	declines	in	commodity	pricing,	which	reduced	revenue	by	$14.65/boe.

For	 the	nine	months	ended	September	30,	 2023,	 the	Company's	operating	netback	per	boe	was	$36.95/boe,	 a	decrease	of	
$0.68/boe	from	the	prior	year.	The	decrease	was	driven	by	declines	in	commodity	pricing,	which	reduced	revenue	by	$17.18/
boe,	offset	by	an	increase	in	realized	gains	on	risk	management	contracts	of	$12.57/boe	and	a	decrease	in	royalty	expense	of	
$3.13/boe.
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General	and	Administrative	("G&A")	Expense

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Salaries	and	benefits 	 5,898	 	 4,310	 	37	 	 17,621	 	 14,267	 	24	
Insurance 	 1,362	 	 449	 	203	 	 3,629	 	 1,364	 	166	
Professional	fees	1 	 1,062	 	 281	 	278	 	 3,729	 	 1,092	 	241	
Information	technology 	 777	 	 538	 	44	 	 2,182	 	 1,764	 	24	
Office	rent 	 204	 	 175	 	17	 	 615	 	 504	 	22	
Other 	 1,640	 	 475	 	245	 	 3,945	 	 1,514	 	161	
Gross	G&A	expense 	 10,943	 	 6,228	 	76	 	 31,721	 	 20,505	 	55	
Capitalized	G&A	expense 	 (1,552)	 	 (1,347)	 	15	 	 (4,516)	 	 (3,780)	 	19	
Net	G&A	expense 	 9,391	 	 4,881	 	92	 	 27,205	 	 16,725	 	63	
Net	G&A	-	$/boe	2 	 2.22	 	 1.65	 	35	 	 2.39	 	 1.86	 	28	

1 Professional	fees	include	external	audit,	legal	and	reserve	evaluation	fees	and	other	contract	services.	

2 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

For	 the	 three	and	nine	months	ended	September	30,	2023,	gross	G&A	expense	 increased	by	$4.7	million	or	76%	and	$11.2	
million	 or	 55%,	 respectively,	 compared	 to	 the	 same	 periods	 of	 2022.	 These	 increases	were	 due	 to	 a	 rise	 in	 employee	 and	
insurance	costs,	coupled	with	higher	professional	fees	related	to	HEI	Warrant	transactions	and	public	company	requirements.		
Other	G&A	expense	also	increased	with	additional	director's	fees.

Capitalized	 G&A	 expense	 varies	 with	 the	 composition	 and	 compensation	 levels	 of	 technical	 departments	 and	 their	 time	
attributed	to	capital	projects.	During	the	three	and	nine	months	ended	September	30,	2023,	capitalized	G&A	expense	increased	
by	$0.2	million	or	15%,	and	$0.7	million	or	19%	compared	to	the	same	periods	of	2022,	based	on	an	increased	headcount	of	
employees	focused	on	capital	activity	in	the	current	year,	and	the	increased	costs	related	to	those	employees.

Transaction	Costs

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Cash	transaction	costs 	 —	 	 16,021	 	(100)	 	 3,268	 	 16,021	 	(80)	
Non-cash	transaction	costs 	 —	 	 —	 	—	 	 5,793	 	 —	 	100	
Total	transaction	costs 	 —	 	 16,021	 	(100)	 	 9,061	 	 16,021	 	(43)	
Cash	transaction	costs	-	$/boe1 	 —	 	 5.42	 	(100)	 	 0.29	 	 1.78	 	(84)	
Non-cash	transaction	costs	-	$/boe1 	 —	 	 —	 	—	 	 0.51	 	 —	 	100	

1 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

On	February	23,	2023,	the	Company	completed	the	business	combination	with	DCRD,	an	affiliate	of	Riverstone.	For	the	nine	
months	ended	September	30,	2023,	the	Company	expensed	$9.1	million	in	transaction	costs	compared	to	$16.0	million	for	the	
same	period	of	2022.	Refer	to	"DCRD	Business	Combination"	in	this	MD&A	for	more	information.

For	 the	 three	and	nine	months	ended	September	30,	2023,	 the	Company	did	not	 incur	any	 transaction	costs	 related	 to	 the	
announced	 corporate	 transaction	with	Crescent	 Point.	 Refer	 to	 "Announced	Corporate	 Transaction"	 in	 this	MD&A	 for	more	
information.
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Share-based	Compensation	Expense

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Gross	share-based	compensation	expense 	 3,825	 	 1,441	 	165	 	 13,715	 	 12,668	 	8	
Capitalized	share-based	compensation	expense 	 (1,093)	 	 (386)	 	183	 	 (3,735)	 	 (3,726)	 	—	
Share-based	compensation	expense 	 2,732	 	 1,055	 	159	 	 9,980	 	 8,942	 	12	
Share-based	compensation	expense	-	$/boe	1 	 0.64	 	 0.36	 	78	 	 0.88	 	 0.99	 	(11)	

1 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

Changes	in	share-based	compensation	expense	generally	relate	to	the	number	of	units	granted,	the	timing	of	grants,	the	fair	
value	of	units	on	the	grant	date,	the	vesting	period	over	which	the	related	expense	is	recognized	and	the	timing	and	quantity	of	
forfeitures.	

Gross	share-based	compensation	for	the	three	and	nine	months	ended	September	30,	2023	increased	by	$2.4	million	or	165%	
and	 $1.0	million	 or	 8%,	 respectively,	 compared	 to	 the	 same	periods	 of	 2022.	 The	 increases	 are	 due	 to	 a	 higher	 number	 of	
annual	awards	granted	in	2023	that	vest	over	a	shorter	term.	For	the	nine	months	ended	September	30,	2023,	the	increase	also	
includes	expense	 for	 the	accelerated	vesting	of	all	 Legacy	RSUs	and	Legacy	Options	upon	close	of	 the	business	combination	
with	DCRD,	partially	offset	by	awards	which	had	accelerated	vesting	terms	in	2022	with	no	corresponding	expense	in	the	2023	
period.

Capitalized	 share-based	 compensation	 for	 the	 three	months	 ended	 September	 30,	 2023	 increased	 by	 $0.7	million	 or	 183%	
compared	to	the	same	period	of	2022	due	to	higher	gross	share-based	compensation	in	2023.

Finance	Expense

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Interest	on	term	debt	-	cash 	 2,253	 	 1,785	 	26	 	 2,253	 	 1,785	 	26	
Interest	on	term	debt	-	PIK 	 362	 	 2,478	 	(85)	 	 5,074	 	 10,586	 	(52)	
Total	interest	on	term	debt 	 2,615	 	 4,263	 	(39)	 	 7,327	 	 12,371	 	(41)	
Interest	and	fees	on	bank	debt 	 7,193	 	 1,721	 	318	 	 17,270	 	 5,143	 	236	
Interest	on	lease	obligation 	 54	 	 55	 	(2)	 	 174	 	 175	 	(1)	
Interest	on	EDC	facility	-	letters	of	credit 	 —	 	 21	 	(100)	 	 140	 	 46	 	204	
Accretion	of	decommissioning	liabilities 	 183	 	 161	 	14	 	 529	 	 415	 	27	
Total	finance	expense 	 10,045	 	 6,221	 	61	 	 25,440	 	 18,150	 	40	
Cash	interest	expense	-	$/boe	1 	 2.24	 	 1.21	 	85	 	 1.74	 	 0.79	 	120	
Non-cash	interest	and	accretion	expense	-	$/boe	1 	 0.13	 	 0.89	 	(85)	 	 0.49	 	 1.22	 	(60)	

Average	principal	debt	outstanding	during	the	period:
Term	debt 	 82,269	 	 135,140	 	(39)	 	 81,402	 	 137,823	 	(41)	

Bank	debt 	 299,849	 	 57,180	 	424	 	 244,873	 	 85,537	 	186	

Total	average	principal	debt	outstanding 	 382,118	 	 192,320	 	99	 	 326,275	 	 223,360	 	46	

1 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

Finance	expense	is	primarily	comprised	of	interest	incurred	on	the	Company's	term	debt	and	bank	debt.	
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Term	Debt

Term	debt	accrued	 interest	 at	12%	and	 included	 the	option	of	paying	 interest	 as	 cash	or	 as	paid-in-kind	 ("PIK").	During	 the	
three	and	nine	months	ended	September	30,	2023,	interest	expense	on	term	debt	decreased	by	$1.6	million	or	39%	and	$5.0	
million	or	41%,	compared	to	the	same	periods	in	2022.	The	decrease	for	the	periods	was	due	to	a	lower	outstanding	principal	
amount	on	which	the	interest	is	calculated,	as	a	result	of	the	repayment	of	a	portion	of	term	debt	during	the	third	quarter	of	
2022.	With	the	redemption	and	extinguishment	of	all	outstanding	term	debt	on	September	28,	2023,	an	increased	percentage	
of	term	debt	 interest	during	the	quarter	was	paid	 in	cash.	 	Refer	to	"Capital	Resources	-	Term	Debt"	 in	this	MD&A	for	more	
information.

Bank	Debt

During	 the	 three	 and	 nine	months	 ended	 September	 30,	 2023,	 interest	 expense	 and	 fees	 on	 bank	 debt	 increased	 by	 $5.5	
million	or	318%,	and	$12.1	million	or	236%	compared	to	the	same	periods	of	2022.	The	increase	for	both	periods	was	due	to	
higher	benchmark	interest	rates	in	2023,	and	an	increase	in	average	bank	debt	outstanding	over	the	periods.

Loss	(Gain)	on	Foreign	Exchange	

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022 %	Change 2023 2022 %	Change
Realized	(gain)	loss	on	foreign	exchange 	 (3,003)	 	 2,040	 N/A 	 (2,818)	 	 2,257	 N/A
Unrealized	loss	on	foreign	exchange 	 3,525	 	 3,530	 	—	 	 13	 	 5,916	 	(100)	
Loss	(gain)	on	foreign	exchange 	 522	 	 5,570	 	(91)	 	 (2,805)	 	 8,173	 N/A

The	Company's	foreign	exchange	impacts	primarily	related	to	the	HEI	Warrants,	term	debt,	and	a	portion	of	bank	debt	which	
are	denominated	in	US	dollars	and	translated	into	Canadian	dollars	at	the	end	of	each	reporting	period	outstanding.	During	the	
three	 and	 nine	months	 ended	 September	 30,	 2023,	 realized	 gains	 on	 foreign	 exchange	were	 $3.0	million	 and	 $2.8	million,	
respectively.	The	gain	in	both	periods	was	primarily	driven	by	the	settlement	of	a	foreign	exchange	hedge	entered	into	by	the	
Company	for	the	purpose	of	extinguishing	the	term	debt.

During	the	three	and	nine	months	ended	September	30,	2022,	realized	losses	on	foreign	exchange	were	$2.0	million	and	$2.3	
million,	respectively.	The	loss	in	both	periods	was	due	to	a	partial	repayment	of	term	debt	at	a	weaker	exchange	rate,	partially	
offset	by	a	foreign	exchange	hedge	settlement.

The	 unrealized	 loss	 for	 the	 three	months	 ended	 September	 30,	 2023	 of	 $3.5	million	 is	 due	 to	 the	 realization	 of	 previously	
recognized	gains.	During	the	three	and	nine	months	ended	September	30,	2022,	the	Canadian	dollar	weakened,	resulting	in	a	
higher	 Canadian	 dollar	 liability	 and	 corresponding	 unrealized	 foreign	 exchange	 losses	 of	 $3.5	 million	 and	 $5.9	 million,	
respectively.	
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Depletion,	Depreciation	and	Impairment

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Depletion	of	developed	and	producing	assets 	 58,843	 	 35,120	 	68	 	 157,890	 	 106,732	 	48	
Depreciation	of	corporate	assets 	 564	 	 489	 	15	 	 1,652	 	 1,456	 	13	
Depreciation	of	right-of-use	assets 	 313	 	 193	 	62	 	 941	 	 578	 	63	
Impairment 	 —	 	 —	 	—	 	 6,812	 	 —	 	100	
Total	depletion,	depreciation	and	impairment 	 59,720	 	 35,802	 	67	 	 167,295	 	 108,766	 	54	
Depletion,	depreciation	and	impairment	-	$/boe	1 	 14.10	 	 12.12	 	16	 	 14.69	 	 12.09	 	22	

1 Supplementary	Financial	Measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

Depletion	and	depreciation	reflect	the	development	costs	of	Hammerhead's	assets	which	are	capitalized	and	then	amortized	to	
net	 income	over	their	estimated	useful	 lives.	The	Company's	developed	and	producing	assets	are	depleted	using	the	unit-of-
production	method	based	on	the	estimated	recoverable	amount	from	total	proved	and	probable	("2P")	reserves	determined	in	
accordance	with	National	 Instrument	51-101	-	Standards	of	Disclosure	for	Oil	and	Gas	Activities	 ("NI	51-101").	The	depletion	
base	consists	of	the	historical	net	book	value	of	capitalized	costs	plus	estimated	future	development	costs	required	to	develop	
the	 Company's	 estimated	 2P	 reserves.	 Depletion	 rates	 will	 vary	 based	 on	 changes	 in	 the	 carrying	 value	 of	 the	 asset	 base,	
changes	 in	 future	 development	 costs,	 reserve	 updates	 and	 changes	 in	 production.	 Depletion	 expenses	 are	 calculated	 using	
depletion	rates	and	production	volumes	applicable	to	each	depletable	asset.	

For	the	three	and	nine	months	ended	September	30,	2023,	depletion,	depreciation	and	impairment	increased	$23.9	million	or	
67%	and	$58.5	million	or	54%,	respectively,	compared	to	the	same	periods	in	2022.	The	increase	was	due	to	higher	production	
volumes,	which	 resulted	 in	 additional	 depletion	of	 developed	 and	producing	 assets	 and	 a	 higher	 depletion	 rate,	which	was	
driven	by	an	increase	in	the	depletable	base.	An	impairment	of	$6.8	million	was	also	recorded	in	Q2	2023	on	the	Company's	
discontinued	Prairie	Lights	Power	project	due	to	a	change	in	expected	use	prior	to	its	disposal.

Loss	on	Warrant	Revaluation

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022 %	Change 2023 2022 %	Change
Loss	on	warrant	revaluation 	 42,794	 	 10,824	 	295	 	 58,014	 	 10,688	 	443	

The	warrant	liabilities	were	recorded	at	fair	value	upon	inception	and	are	revalued	at	the	end	of	each	period,	with	changes	in	
the	 estimated	 fair	 value	 recognized	 through	 income	 as	 a	 non-cash	 item.	 During	 the	 three	 and	 nine	 months	 ended	
September	 30,	 2023,	 the	 Company	 incurred	 losses	 on	warrant	 revaluation	 of	 $42.8	million	 and	 $58.0	million,	 respectively,	
compared	to	losses	on	warrant	revaluation	of	$10.8	million	and	$10.7	million	for	the	same	periods	of	2022.	

The	increased	losses	for	the	three	and	nine	months	ended	September	30,	2023	relate	to	a	higher	liability	due	to	a	rise	in	the	
trading	 price	 of	 HEI	Warrants	 from	 the	 close	 of	 the	 business	 combination	with	 DCRD	 until	 the	 HEI	Warrant	 redemption	 in	
September	2023.
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Funds	from	Operations

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022 %	Change 2023 2022 %	Change
Operating	netback	1 	 160,251	 	 102,689	 	56	 	 420,711	 	 338,470	 	24	
G&A	expense 	 (9,391)	 	 (4,881)	 	92	 	 (27,205)	 	 (16,725)	 	63	
Cash	transaction	costs 	 —	 	 (16,021)	 	(100)	 	 (3,268)	 	 (16,021)	 	(80)	
Cash	interest	expense 	 (9,500)	 	 (3,582)	 	165	 	 (19,837)	 	 (7,149)	 	177	
Realized	foreign	exchange	gain	(loss) 	 3,003	 	 (2,040)	 N/A 	 2,818	 	 (2,257)	 N/A
Other	cash	impacts	2 	 192	 	 380	 	(49)	 	 797	 	 2,560	 	(69)	
Funds	from	operations	3 	 144,555	 	 76,545	 	89	 	 374,016	 	 298,878	 	25	

(Cdn$	per	boe)

Operating	netback	1 	 37.82	 	 34.77	 	9	 	 36.95	 	 37.63	 	(2)	

G&A	expense	1 	 (2.22)	 	 (1.65)	 	35	 	 (2.39)	 	 (1.86)	 	28	
Cash	transaction	costs	1 	 —	 	 (5.42)	 	(100)	 	 (0.29)	 	 (1.78)	 	(84)	
Cash	interest	expense	1 	 (2.24)	 	 (1.21)	 	85	 	 (1.74)	 	 (0.79)	 	120	
Realized	foreign	exchange	gain	(loss)	1 	 0.71	 	 (0.69)	 N/A 	 0.25	 	 (0.25)	 N/A
Other	cash	impacts	2 	 0.05	 	 0.13	 	(62)	 	 0.07	 	 0.28	 	(75)	
Funds	from	operations	4 	 34.12	 	 25.93	 	32	 	 32.85	 	 33.23	 	(1)	

Per	common	share	-	basic	5,6 	 1.57	 	 3.05	 	(49)	 	 4.78	 	 11.95	 	(60)	
Per	common	share	-	diluted	5,6 	 1.47	 	 1.24	 	19	 	 4.78	 	 4.89	 	(2)	

1 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

2 Other	cash	 impacts	consist	of	 treating	and	processing	 income,	 the	Company's	 recoveries	 related	 to	 royalty	 interest	and	bad	debt	allowances,	where	
applicable	in	the	current	period.

3 Funds	from	operations	is	a	non-GAAP	financial	measure	which	does	not	have	any	standardized	meaning	under	IFRS	and	may	not	be	comparable	with	
similar	measures	 presented	by	 other	 entities.	 The	most	 directly	 comparable	GAAP	measure	 is	 net	 cash	 from	operating	 activities,	which	was	 $122.0	
million	 and	 $95.1	million,	 respectively,	 for	 the	 three	months	 ended	 September	 30,	 2023	 and	 2022.	 Net	 cash	 from	 operating	 activities	 for	 the	 nine	
months	ended	September	30,	2023	and	2022	was	$313.4	million	and	$295.2	million,	 respectively.	Refer	 to	"Non-GAAP	and	Other	Specified	Financial	
Measures"	in	this	MD&A	for	more	information.

4 Funds	from	operations	per	boe	is	a	non-GAAP	financial	ratio	which	does	not	have	any	standardized	meaning	under	IFRS	and	may	not	be	comparable	
with	similar	measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measure	is	net	cash	from	operating	activities	per	boe,	which	was	
$28.81/boe	and	$32.20/boe,	respectively,	for	the	three	months	ended	September	30,	2023	and	2022.	Net	cash	from	operating	activities	per	boe	for	the	
nine	months	ended	September	30,	2023	and	2022	was	$27.53/boe	and	$32.83/boe,	 respectively.	Refer	 to	 "Non-GAAP	and	Other	Specified	Financial	
Measures"	in	this	MD&A	for	more	information.

5 In	comparative	periods,	per	common	share	amounts	are	those	of	HHR.	The	weighted	average	common	shares	outstanding	in	these	periods	has	been	
scaled	by	the	applicable	exchange	ratio	following	the	completion	of	the	business	combination	with	DCRD.	Refer	to	"DCRD	Business	Combination"	in	this	
MD&A	for	more	information.

6 Funds	from	operations	per	common	share	-	basic	and	per	common	share	-	diluted	are	non-GAAP	financial	ratios	which	do	not	have	any	standardized	
meaning	under	IFRS	and	may	not	be	comparable	with	similar	measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measures	are	
net	 cash	 from	 operating	 activities	 per	 share	 -	 basic	 and	 per	 share	 -	 diluted	 which	 were	 $1.32/boe	 and	 $1.24/boe,	 and	 $3.80/boe	 and	 $1.54/boe,	
respectively,	for	the	three	months	ended	September	30,	2023	and	2022.	Net	cash	from	operating	activities	per	share	-	basic	and	per	share	-	diluted	for	
the	nine	months	ended	September	30,	2023	and	2022	were	$4.00/boe	and	$4.00/boe,	and	$11.80/boe	and	$4.83/boe,	respectively.	Refer	to	"Non-GAAP	
and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

The	 Company	 generated	 funds	 from	 operations	 of	 $144.6	million	 during	 the	 third	 quarter	 of	 2023,	 a	 $68.0	million	 or	 89%	
increase	 from	 the	 same	 quarter	 of	 2022.	 The	 increase	 is	 primarily	 driven	 by	 a	 $57.6	million	 increase	 in	 operating	 netback,	
combined	with	a	$16.0	million	decrease	in	cash	transaction	costs,	partially	offset	by	a	$5.9	increase	in	cash	interest	expense.

The	Company	generated	funds	from	operations	of	$374.0	million	during	the	nine	months	ended	September	30,	2023,	a	$75.1	
million	or	25%	increase	from	the	same	period	of	2022.	The	increase	is	primarily	due	to	an	$82.2	million	increase	in	operating	
netback,	combined	with	a	$12.8	million	decrease	in	cash	transaction	costs,	partially	offset	by	a	$12.7	million	increase	in	cash	
interest	expense	and	a	$10.5	million	increase	in	G&A	expense.
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Adjusted	Funds	from	Operations

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	boe) 2023 2022 %	Change 2023 2022 %	Change
Funds	from	operations	1 	 144,555	 	 76,545	 	89	 	 374,016	 	 298,878	 	25	
Cash	transaction	costs 	 —	 	 16,021	 	(100)	 	 3,268	 	 16,021	 	(80)	
Realized	foreign	exchange	(gain)	loss 	 (3,003)	 	 2,040	 N/A 	 (2,818)	 	 2,257	 N/A
Other	income 	 (192)	 	 (380)	 	(49)	 	 (797)	 	 (2,560)	 	(69)	
Adjusted	funds	from	operations	1 	 141,360	 	 94,226	 	50	 	 373,669	 	 314,596	 	19	
Corporate	netback	-	$/boe	1 	 33.37	 	 31.90	 	5	 	 32.82	 	 34.98	 	(6)	

Per	common	share	-	basic	1,2 	 1.53	 	 3.76	 	(59)	 	 4.77	 	 12.57	 	(62)	
Per	common	share	-	diluted	1,2 	 1.44	 	 1.52	 	(5)	 	 4.77	 	 5.14	 	(7)	

1 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

2 In	comparative	prior	periods,	per	common	share	amounts	are	HHR.	The	weighted	average	common	shares	outstanding	in	these	periods	has	been	scaled	
by	the	applicable	exchange	ratio	following	the	completion	of	the	business	combination	with	DCRD.	Refer	to	"DCRD	Business	Combination"	in	this	MD&A	
for	more	information.

Net	Profit	(Loss)

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands,	except	per	share) 2023 2022
%	

Change 2023 2022
%	

Change
Net	profit	(loss) 	 3,912	 	 67,251	 	(94)	 	(109,004)		157,802	 N/A

Net	profit	(loss)	attributable	to	ordinary	equity	holders	-	basic 	 3,912	 	 60,782	 	(94)	 	(113,094)		139,281	 N/A
Weighted	average	common	shares	outstanding	-	basic	(000s)	1 	 92,134	 	 25,069	 	268	 	 78,307	 	 25,020	 	213	
Per	common	share	-	basic	1 	 0.04	 	 2.42	 	(98)	 	 (1.44)	 	 5.57	 N/A

Net	profit	(loss)	attributable	to	ordinary	equity	holders	-	diluted 	 3,912	 	 60,782	 	(94)	 	(113,094)		139,281	 N/A
Weighted	average	common	shares	outstanding	-	diluted	(000s)	1 	 98,432	 	 61,840	 	59	 	 78,307	 	 61,173	 	28	
Per	common	share	–	diluted	1 	 0.04	 	 0.98	 	(96)	 	 (1.44)	 	 2.28	 N/A

1 In	comparative	prior	periods	the	Company's	basic	and	diluted	earnings	per	share	is	the	net	profit	per	common	share	of	Hammerhead	Resources	Inc.,	and	
the	 weighted	 average	 common	 shares	 outstanding	 has	 been	 scaled	 by	 the	 applicable	 exchange	 ratio	 following	 the	 completion	 of	 the	 business	
combination	with	DCRD.	Refer	to	"DCRD	Business	Combination"	in	this	MD&A	for	more	information.
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(Cdn$	thousands)

Net	profit,	three	months	ended	September	30,	2022 	 67,251	
Increase	from	funds	from	operations	1 	 62,297	
Add	(deduct)	change	in	non-cash	items:
Increase	in	unrealized	loss	on	risk	management	contracts 	 (65,656)	
Increase	in	share	based	compensation	expense 	 (1,677)	
Increase	in	depletion,	depreciation	and	impairment 	 (23,918)	
Decrease	in	non-cash	finance	costs 	 2,094	
Decrease	in	unrealized	loss	on	foreign	exchange 	 5	
Change	in	fair	value	of	warrants 	 (31,970)	
Increase	in	deferred	income	tax	expense 	 (10,445)	
Decrease	in	loss	on	debt	redemption 	 218	
Increase	in	realized	foreign	exchange	gain	on	financing	activities 	 5,713	

Net	profit,	three	months	ended	September	30,	2023 	 3,912	

1 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

The	Company	reported	a	net	profit	of	$3.9	million	for	the	three	months	ended	September	30,	2023,	compared	to	a	net	profit	of	
$67.3	million	in	the	same	period	of	2022.	The	$63.3	million	decrease	in	profit	was	primarily	due	to	a	$65.7	million	increase	in	
unrealized	 loss	 on	 risk	management	 contracts,	 a	 $32.0	million	 change	 in	 fair	 value	 of	warrants,	 a	 $23.9	million	 increase	 in	
depletion,	 depreciation	 and	 impairment,	 and	 the	 remaining	non-cash	 impact	 of	 $4.0	million	 as	 outlined	 in	 the	 table	 above.	
These	expenses	were	partially	offset	with	a	$62.3	million	increase	in	funds	from	operations.

(Cdn$	thousands)

Net	profit,	nine	months	ended	September	30,	2022 	 157,802	
Increase	from	funds	from	operations	1 	 69,298	
Add	(deduct)	change	in	non-cash	items:
Increase	in	unrealized	loss	on	risk	management	contracts 	 (15,951)	
Increase	in	share	based	compensation	expense 	 (1,038)	
Increase	in	depletion,	depreciation	and	impairment 	 (58,529)	
Decrease	in	non-cash	finance	costs 	 5,398	
Decrease	in	unrealized	loss	on	foreign	exchange 	 5,903	
Change	in	fair	value	of	warrants 	 (47,326)	
Increase	in	deferred	income	tax	expense 	 (44,348)	
Decrease	in	loss	on	debt	redemption 	 218	
Increase	in	transaction	costs	-	non	cash 	 (5,793)	
Increase	in	listing	expense 	 (180,478)	
Decrease	in	settlement	of	decommissioning	obligations 	 (69)	
Increase	in	realized	foreign	exchange	gain	on	financing	activities 	 5,909	

Net	loss,	nine	months	ended	September	30,	2023 	 (109,004)	

1 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

The	Company	reported	a	net	loss	of	$109.0	million	for	the	nine	months	ended	September	30,	2023,	compared	to	a	net	profit	of	
$157.8	million	in	the	same	period	of	2022.	The	$266.8	million	increase	in	net	loss	was	primarily	due	to	a	$180.5	million	listing	
expense,	a	$58.5	million	increase	in	depletion,	depreciation	and	impairment,	a	$47.3	million	change	in	fair	value	of	warrants,	a	
$44.3	million	 increase	 in	 deferred	 income	 tax	 expense,	 and	 a	 $16.0	million	 increase	 in	 unrealized	 loss	 on	 risk	management	
contracts.	These	expenses	were	partially	offset	by	a	$69.3	million	 increase	 in	 funds	from	operations	and	the	remaining	non-
cash	impacts	of	$10.5	million	as	outlined	in	the	table	above.
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Capital	Expenditures

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022 %	Change 2023 2022 %	Change
Drilling	and	completion 	 76,710	 	 39,719	 	93	 	 260,562	 	 121,085	 	115	
Equipment,	facilities	and	pipelines 	 29,011	 	 31,453	 	(8)	 	 99,980	 	 71,451	 	40	
Workovers	and	maintenance	capital 	 1,154	 	 3,308	 	(65)	 	 9,464	 	 11,327	 	(16)	
Land 	 —	 	 996	 	(100)	 	 —	 	 1,311	 	(100)	
Geological	and	geophysical 	 137	 	 29	 	372	 	 291	 	 163	 	79	
Other	1 	 2,569	 	 1,827	 	41	 	 6,992	 	 4,870	 	44	
Capital	expenditures	2 	 109,581	 	 77,332	 	42	 	 377,289	 	 210,207	 	79	
Proceeds	from	disposition 	 (1,000)	 	 —	 	(100)	 	 (1,000)	 	 —	 	(100)	
Capital	expenditures	including	A&D	3 	 108,581	 	 77,332	 	40	 	 376,289	 	 210,207	 	79	

Karr 	 114,585	 	 62,541	 	83	 	 317,161	 	 121,643	 	161	
Gold	Creek 	 2,096	 	 8,479	 	(75)	 	 55,626	 	 76,453	 	(27)	
Corporate	4 	 (7,100)	 	 6,312	 N/A 	 4,502	 	 12,111	 	(63)	
Capital	expenditures	2 	 109,581	 	 77,332	 	42	 	 377,289	 	 210,207	 	79	

1 Other	includes	capitalized	salaries	and	benefits	and	corporate	capital	expenditures.

2 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

3 Capital	expenditures	including	acquisitions	and	divestitures	("A&D")	is	a	non-GAAP	financial	measure	which	does	not	have	any	standardized	meaning	
under	IFRS	and	may	not	be	comparable	with	similar	measures	presented	by	other	entities.	The	most	directly	comparable	GAAP	measure	is	net	cash	used	
in	investing	activities,	which	was	$97.6	million	and	$58.7	million,	respectively,	for	the	three	months	ended	September	30,	2023	and	2022.	Net	cash	used	
in	investing	activities	for	the	nine	months	ended	September	30,	2023	and	2022	was	$372.2	million	and	$222.6	million,	respectively.	Refer	to	"Non-GAAP	
and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

4 Includes	transfers	to	Karr	and	Gold	Creek	for	supply	chain	pre-purchases.	

Capital	 expenditures	were	 $109.6	million	 for	 the	 three	months	 ended	 September	 30,	 2023,	 compared	 to	 $77.3	million,	 an	
increase	 of	 $32.2	million.	 The	 increase	 is	mainly	 due	 to	 additional	 drilling	 and	 completion	 activity	 and	major	 infrastructure	
projects	in	the	Karr	area.	

Drilling	 and	 completion	 activities	 accounted	 for	 70%	 of	 capital	 expenditures	 in	 the	 quarter	 and	 26%	 related	 to	 equipment,	
facilities	and	pipelines.	At	Karr,	the	Company	spent	$114.6	million	across	three	pads,	primarily	on	the	drill	of	10	gross	(10	net)	
wells,	and	the	completion	and	tie-in	of	12	gross	(12	net)	wells.	Remaining	funds	spent	were	related	to	non-well	infrastructure	
projects,	mainly	the	South	Karr	battery	construction.	At	Gold	Creek,	the	Company	spent	$2.1	million,	primarily	on	future	pad	
construction	and	other	non-well	activities.	Transfers	of	supply	chain	pre-purchases	from	Corporate	to	Karr	also	occurred	during	
the	quarter.

Capital	 expenditures	were	 $377.3	million	 for	 the	 nine	months	 ended	 September	 30,	 2023,	 compared	 to	 $210.2	million,	 an	
increase	of	$167.1	million	from	the	comparative	period	in	2022.	The	increase	is	mainly	due	to	additional	drilling	and	completion	
activity	and	major	infrastructure	projects	in	the	Karr	area.	

Drilling	and	completion	activities	accounted	for	69%	of	capital	expenditures	in	the	nine	months	ended	September	30,	2023	and	
26%	related	to	equipment,	facilities	and	pipelines.	At	Karr,	the	Company	spent	$317.2	million,	primarily	on	the	drill	of	25	gross	
(25	 net)	wells	 and	 the	 completion	 and	 tie-in	 of	 22	 gross	 (20.1	 net)	wells.	 Remaining	 funds	 spent	were	 related	 to	 non-well	
infrastructure	projects,	mainly	the	South	Karr	battery	construction.	At	Gold	Creek,	the	Company	spent	$55.6	million	primarily	
on	the	drill,	completion,	and	tie-in	of	seven	gross	(seven	net)	wells,	in	addition	to	other	non-well	activities.	Transfers	of	supply	
chain	pre-purchases	from	Corporate	to	Karr	and	Gold	Creek	also	occurred	during	the	nine	months	ended	September	30,	2023.
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Well	Count	Information	1

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Number	of		gross	wells) 2023 2022 2023 2022
Spud 	 18	 	 12	 	 40	 	 22	
Rig	released 	 10	 	 9	 	 32	 	 20	
Completed 	 12	 	 —	 	 29	 	 14	
Wells	brought	on-stream	2 	 12	 	 —	 	 29	 	 22	

(Number	of	net	wells) 2023 2022 2023 2022
Spud 	 18.0	 	 12.0	 	 40.0	 	 22.0	
Rig	released 	 10.0	 	 8.4	 	 32.0	 	 19.4	
Completed 	 12.0	 	 —	 	 27.1	 	 14.0	
Wells	brought	on-stream	2 	 12.0	 	 —	 	 27.1	 	 22.0	

1 Well	counts	include	development	Montney	wells,	shown	on	a	net	well	basis.

2 On-stream	dates	are	based	on	the	first	production	date	after	the	well	is	tied-in	to	the	permanent	well	site	facilities.	Wells	brought	on-stream	may	
include	wells	drilled	and/or	completed	in	a	prior	period.

Land	Acreage

September	30,	2023 December	31,	2022

Gross	acres Net	acres
%	Working	
interest Gross	acres Net	acres

%	Working	
interest

Montney 	 117,920	 	 106,160	 90 	 118,560	 	 106,800	 90

Capital	Resources	and	Liquidity

Capital	Resources

Bank	Debt

(Cdn$	thousands) September	30,	2023 December	31,	2022
Syndicated	facility	1 	 323,194	 	 164,800	
Operating	facility 	 15,000	 	 15,000	
Total	bank	debt	outstanding	2 	 338,194	 	 179,800	

1	 Included	in	the	syndicated	facility	is	a	draw	of	US$24.7	million.	As	at	September	30,	2023,	the	US$	draw	was	translated	to	Cdn$33.4	million.

2	 Undrawn	bank	debt	capacity	was	$111.8	million	as	of	September	30,	2023	(December	31,	2022	-	$170.2	million).

The	Company's	bank	debt	is	held	in	a	credit	facility	with	a	syndicate	of	lenders.	Under	the	credit	facility,	determination	of	the	
borrowing	base	is	made	by	the	lenders	at	their	sole	discretion,	and	is	subject	to	re-determinations	semiannually.	On	September	
27,	2023,	the	second	semiannual	re-determination	was	completed	and	the	Company's	credit	facility	was	increased	to	$450.0	
million,	consisting	of	a	$430.0	million	revolving	syndicated	facility	and	a	$20.0	million	operating	facility.	The	maturity	date	was	
extended	to	May	31,	2025,	following	the	repayment	of	all	outstanding	term	debt.	See	"Term	Debt"	in	this	MD&A.	

As	at	September	30,	2023,	Hammerhead	was	compliant	with	all	covenants	and	cross	default	clauses	stated	in	the	credit	facility	
agreement.	 Covenants	 include	 reporting	 requirements	 and	 limitations	 on	 excess	 cash,	 indebtedness,	 equity	 issuances,	
acquisitions,	dispositions,	hedging,	encumbrances,	asset	retirement	obligations,	as	well	as	other	standard	business	operating	
covenants.	 The	 Company	 is	 not	 subject	 to	 financial	 covenants.	 The	 lenders	 have	 first	 lien	 on	 all	 of	 the	 assets	 held	 by	 the	
Company	and	its	subsidiaries.			
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Amounts	borrowed	under	the	credit	facility	bear	interest	based	on	the	referenced	Canadian	prime	lending	rate	or	the	bankers'	
acceptance	 rate	 in	 effect,	 at	 the	 Company's	 option,	 plus	 an	 applicable	 margin	 or	 fee,	 respectively.	 The	 applicable	 rate	 is	
determined	by	the	ratio	of	first	lien	indebtedness	to	earnings	before	interest,	taxes,	depreciation,	depletion	and	impairment.	
The	credit	facility	also	includes	standby	fees	on	balances	not	drawn.

The	following	ranges	are	the	applicable	prime	margin,	bankers'	acceptance	and	standby	fees:

Margin	on	
Canadian	Prime	Rate

Bankers’	
Acceptance	Fee Standby	Fee

Credit	facility 1.75%	-	5.25% 2.75%	-	6.25% 0.69%	-	1.56%

Term	Debt

On	 September	 28,	 2023,	 the	 Company	 redeemed	 and	 extinguished	 all	 outstanding	 term	 debt	 at	 par	 value,	 including	
accumulated	 paid-in-kind	 interest,	 for	 a	 payment	 equal	 to	 the	 carrying	 value	 of	 $83.7	million	 (December	 31,	 2022	 -	 $78.9	
million).

Following	the	redemption	and	extinguishment,	a	$0.3	million	cumulative	unrealized	foreign	exchange	gain	was	reclassified	as	a	
realized	foreign	exchange	gain.	This	gain	was	combined	with	a	$2.4	million	realized	foreign	exchange	gain	from	the	settlement	
of	a	foreign	exchange	currency	hedge	entered	into	during	the	period.

Export	Development	Canada	("EDC")	Facility

The	 Company	 has	 a	 $25.0	 million	 unsecured	 letter	 of	 credit	 facility	 under	 EDC's	 Account	 Performance	 Security	 Guarantee	
program.	As	at	September	30,	2023,	the	Company's	Canadian	dollar	denominated	letters	of	credit	issued	totaled	$14.3	million	
(December	 31,	 2022	 -	 $13.8	 million)	 and	 US	 dollar	 denominated	 letters	 of	 credit	 issued	 totaled	 US$0.7	 million	 as	 at	
September	30,	2023	(Cdn$1.0	million)	and	December	31,	2022	(Cdn$0.9	million).

Equity	Commitments

Upon	the	close	of	the	business	combination	with	DCRD,	all	of	HHR's	outstanding	equity	commitments	were	terminated.

Share	Capital

HEI	is	authorized	to	issue	an	unlimited	number	of	HEI	Common	Shares	and	first	preferred	shares	(the	"First	Preferred	Shares")	
in	an	amount	equal	to	not	more	than	20%	of	the	number	of	issued	and	outstanding	HEI	Common	Shares	at	the	time	of	issuance	
of	any	First	Preferred	Shares.	As	of	the	date	of	this	MD&A,	HEI	has	95,884,002	HEI	Common	Shares,	nil	First	Preferred	Shares,	
nil	HEI	Warrants,	4,908,385	Legacy	RSUs,	617,956	Legacy	Options,	and	1,934,818	RSAs	(as	issued	under	HEI's	equity	incentive	
award	plan),	issued	and	outstanding.	

Reduction	in	Stated	Capital

On	June	8,	2023,	the	Company's	shareholders	approved	a	reduction	in	stated	capital	of	$1.0	billion,	without	any	payment	or	
distribution	to	the	shareholders.	As	a	result	of	the	reduction	in	stated	capital,	$1.0	billion	was	added	to	contributed	surplus.

Warrant	Purchase	and	Cancellation

On	June	2,	2023,	the	Company	completed	a	substantial	issuer	bid	(the	"Offer")	to	purchase	for	cancellation	up	to	20,000,000	of	
its	 HEI	Warrants	 at	 the	 purchase	 price	 of	 US$1.00	 per	 HEI	Warrant.	 Following	 the	 expiration	 of	 the	 Offer,	 12,852,235	 HEI	
Warrants,	consisting	of	all	12,737,500	of	the	outstanding	private	warrants	held	by	an	affiliate	of	Riverstone	("Private	Placement	
Warrants")	and	an	additional	114,735	HEI	Warrants	were	purchased	for	cancellation	by	the	Company.	The	Company	funded	the	
Offer	by	drawing	on	the	existing	credit	facility.
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HEI	Warrant	Redemption

On	August	16,	2023,	the	Company	issued	a	notice	of	redemption	(the	"Notice	of	Redemption")	for	all	remaining	HEI	Warrants.	
The	 Notice	 of	 Redemption	 entitled	 the	 Company	 to	 redeem	 the	 outstanding	 HEI	 Warrants	 on	 September	 15,	 2023	 (the	
"Redemption	Date"),	 for	 a	 cash	payment	of	US$0.10	per	HEI	Warrant.	 Prior	 to	 the	Redemption	Date,	 as	 per	 the	 terms	and	
make-whole	 exercise	 contained	 in	 the	 agreement	 governing	 the	 terms	 of	 the	 HEI	Warrants,	 holders	 of	 HEI	Warrants	were	
permitted	to	exercise	their	HEI	Warrants	on	a	cash	basis	for	a	payment	of	US$11.50	or	exercise	on	a	cashless	basis	in	exchange	
for	0.296	HEI	Common	Shares	per	HEI	Warrant.	As	a	result,	301	HEI	Warrants	were	exercised	on	a	cash	basis	and	15,642,972	
HEI	Warrants	were	exercised	on	a	cashless	basis,	resulting	in	the	issuance	of	an	aggregate	of	4,630,591	HEI	Common	Shares.	
The	remaining	54,483	HEI	Warrants	were	redeemed	for	a	cash	payment	of	US$0.10	per	HEI	Warrant.

As	of	September	30,	2023,	the	Company	has	no	outstanding	warrants	to	purchase	HEI	Common	Shares.	The	HEI	Warrants	no	
longer	trade	on	the	TSX	or	the	NASDAQ.

Liquidity	

Capital	Management	and	Liquidity

Hammerhead's	objective	when	managing	capital	 is	 to	maintain	a	 flexible	capital	 structure	and	sufficient	 liquidity	 to	meet	 its	
financial	 obligations	 and	 to	 execute	 its	 business	plans.	 The	Company	 considers	 its	 capital	 structure	 to	 include	 shareholders'	
equity,	 the	 funds	 available	 under	 outstanding	 debt	 agreements,	 funds	 from	 operations	 and	 adjusted	 working	 capital.	
Modifications	to	Hammerhead's	capital	structure	can	be	accomplished	through	issuing	HEI	Common	Shares	and	First	Preferred	
Shares,	issuing	new	debt,	adjusting	capital	spending	and	acquiring	or	disposing	of	assets,	though	there	is	no	certainty	that	any	
of	these	additional	sources	of	capital	would	be	available	if	required.

The	primary	sources	of	cash	for	Hammerhead	during	the	three	and	nine	months	ended	September	30,	2023	and	2022	were	
funds	from	operations	and	draws	on	bank	debt.	The	primary	use	of	cash	for	all	periods	was	the	Company's	capital	development	
program.	During	the	three	months	ended	September	30,	2023,	the	Company	also	utilized	a	draw	on	bank	debt	to	redeem	and	
extinguish	its	term	debt.

Liquidity	risk	is	the	risk	that	the	Company	will	encounter	difficulty	in	meeting	obligations	associated	with	financial	liabilities.	The	
Company	 addresses	 its	 liquidity	 risk	 through	 its	 capital	 management	 of	 cash,	 adjusted	 working	 capital,	 and	 credit	 facility	
capacity,	along	with	its	planned	capital	expenditure	program.	The	Company	has	determined	that	both	its	current	and	long	term	
financial	 obligations,	 including	 "Commitments	 and	 Contractual	 Obligations"	 in	 this	MD&A,	 are	 adequately	 funded	 from	 the	
available	borrowing	capacity	on	the	credit	facility	and	from	funds	from	operations.

Adjusted	Working	Capital	Deficit	and	Available	Funding

Adjusted	 working	 capital	 provides	 useful	 information	 by	 highlighting	 net	 assets	 that	 are	 expected	 to	 be	 realized,	 or	 net	
liabilities	that	are	expected	to	be	settled,	within	the	current	operating	cycle.	Available	funding	allows	management	and	other	
users	to	evaluate	the	Company's	short	term	liquidity,	and	its	capital	resources	available	at	a	point	in	time.	Available	funding	is	
not	a	standardized	financial	measure	under	IFRS	and	therefore	may	not	be	comparable	with	the	calculation	of	similar	measures	
disclosed	by	other	entities.

(Cdn$	thousands) September	30,	2023 December	31,	2022
Adjusted	working	capital	deficit	1 	 (17,869)	 	 (32,915)	
Debt	capacity 	 111,806	 	 170,200	
Equity	commitment 	 —	 	 172,700	
Available	funding	1 	 93,937	 	 309,985	

1 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

Upon	the	close	of	the	business	combination	with	DCRD,	any	of	HHR's	outstanding	equity	commitments	were	terminated.	Refer	
to	"DCRD	Business	Combination"	in	this	MD&A	for	more	information.
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Net	Debt,	Annualized	Adjusted	EBITDA	and	Net	Debt	to	Annualized	Adjusted	EBITDA

Annualized	adjusted	EBITDA	 indicates	 the	Company's	ability	 to	generate	 funds	 from	 its	asset	base	on	a	continuing	basis,	 for	
future	 development	 of	 its	 capital	 program	 and	 settlement	 of	 financial	 obligations.	 Hammerhead's	 short-term	 capital	
management	 objective	 is	 to	 fund	 its	 capital	 expenditures	 using	 primarily	 funds	 from	 operations.	 Long-term	 value-creating	
activities	may	be	financed	with	a	combination	of	funds	from	operations	and	other	sources	of	capital.	Net	debt	is	used	to	assess	
and	monitor	 liquidity	at	a	point	 in	time,	while	net	debt	to	annualized	adjusted	EBITDA	assists	the	Company	in	monitoring	 its	
capital	 structure	 and	 financing	 requirements.	 Net	 debt,	 annualized	 adjusted	 EBITDA	 and	 net	 debt	 to	 annualized	 adjusted	
EBITDA	 are	 not	 standardized	 measures	 under	 IFRS	 and	 therefore	 may	 not	 be	 comparable	 with	 the	 calculation	 of	 similar	
measures	disclosed	by	other	entities.

(Cdn$	thousands) September	30,	2023 December	31,	2022
Bank	debt 	 338,194	 	 179,800	

Term	debt 	 —	 	 78,932	

Adjusted	working	capital	deficit	1 	 17,869	 	 32,915	

Net	debt	1 	 356,063	 	 291,647	

Annualized	adjusted	EBITDA	2 	 603,440	 	 391,232	
Net	debt	to	annualized	adjusted	EBITDA	3 	 0.6	 	 0.7	

1 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	information.

2 Annualized	adjusted	EBITDA	is	a	capital	management	measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	for	more	
information.

3 Net	debt	to	annualized	adjusted	EBITDA	is	a	capital	management	measure.	Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures"	in	this	MD&A	
for	more	information.

Free	Funds	Flow

Free	funds	flow	is	calculated	as	adjusted	funds	from	operations	less	capital	expenditures	and	settlement	of	decommissioning	
obligations.	Management	believes	free	funds	flow	provides	an	indication	of	funds	the	Company	has	available	for	future	capital	
allocation	decisions	such	as	the	repayment	of	debt,	increased	capital	spending	or	a	return	of	capital	program.	

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022 2023 2022
Adjusted	funds	from	operations	1 	 141,360	 	 94,226	 	 373,669	 	 314,596	
Capital	expenditures	1 	 (109,581)	 	 (77,332)	 	 (377,289)	 	 (210,207)	
Settlement	of	decommissioning	obligations 	 —	 	 —	 	 (54)	 	 (123)	
Free	funds	flow	1 	 31,779	 	 16,894	 	 (3,674)	 	 104,266	

1 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures”	in	this	MD&A	for	more	information.

The	Company	generated	adjusted	 funds	 from	operations	of	$141.4	million	during	 the	 third	quarter	of	2023,	a	$47.1	million	
increase	 from	 the	 same	period	of	2022.	This	 increase	 is	primarily	 related	 to	a	 change	 in	 realized	gains	on	 risk	management	
contracts,	which	when	combined	with	additional	production	volumes,	offset	the	declines	in	realized	pricing	from	2022,	where	
benchmark	 prices	 exceeded	 current	 levels.	 Capital	 expenditures	 in	 the	 third	 quarter	 of	 2023	were	 $109.6	million,	 up	 $32.2	
million	from	the	comparative	period	of	2022	as	the	Company	increased	drilling	and	completion	activity.	Free	funds	flow	for	the	
three	months	ended	September	30,	2023	was	$31.8	million,	an	increase	of	$14.9	million	from	the	prior	year	period.

The	Company	generated	adjusted	funds	from	operations	of	$373.7	million	during	the	nine	months	ended	September	30,	2023,	
a	 $59.1	 million	 increase	 from	 the	 same	 period	 of	 2022.	 This	 increase	 is	 also	 due	 to	 increasing	 realized	 gains	 on	 risk	
management	contracts,	which	when	combined	with	additional	production	volumes,	offset	the	declines	in	realized	pricing	from	
2022,	where	benchmark	prices	 far	 exceeded	 current	 levels.	Capital	 expenditures	 for	 the	nine	months	ended	September	30,	
2023	 were	 $377.3	million,	 up	 $167.1	million	 from	 the	 comparative	 period	 of	 2022	 as	 the	 Company	 increased	 drilling	 and	
completion	activity,	and	added	non-well	infrastructure	projects.	Net	of	$0.1	million	in	decommissioning	settlements,	free	funds	
flow	for	the	nine	months	ended	September	30,	2023	was	negative	$3.7	million,	a	decrease	of	$107.9	million	from	the	prior	year	
period.		
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Commitments	and	Contractual	Obligations

The	Company	enters	into	commitments	and	contractual	obligations	in	the	normal	course	of	operations.	Commitments	include	
short-term	drilling	rig	contracts,	operating	costs	for	office	leases,	and	firm	transportation	and	processing	agreements.	Although	
transportation	and	processing	commitments	are	required	to	ensure	access	to	sales	markets,	the	Company	actively	manages	the	
commitment	portfolio	to	ensure	firm	commitment	levels	are	in	line	with	future	development	plans	and	diversified	to	multiple	
sales	markets.	The	Company's	firm	transportation	and	processing	agreements	are	terminable	in	very	limited	circumstances.	If	
the	Company	does	not	meet	the	commitments	with	produced	volumes,	it	will	be	obligated	to	pay	the	commitment.

Contractual	obligations	are	comprised	of	liabilities	to	third	parties	incurred	for	the	purpose	of	managing	the	Company's	capital	
structure,	the	liability	portion	of	office	building	leases,	risk	management	contracts,	and	decommissioning	obligations.	HEI	does	
not	have	guarantees	or	off-balance	sheet	arrangements	other	than	as	disclosed.

The	following	table	is	a	summary	of	the	Company's	commitments	and	contractual	obligations	as	at	September	30,	2023:

(Cdn$	thousands) 1	Year 2-3	Years 4-5	Years Thereafter Total
Firm	transportation	and	processing 	 118,384	 	 242,019	 	 202,029	 	 318,820	 	 881,252	
Office	buildings	1 	 881	 	 1,632	 	 1,020	 	 —	 	 3,533	
Drilling	services 	 270	 	 —	 	 —	 	 —	 	 270	
Total	commitments 	 119,535	 	 243,651	 	 203,049	 	 318,820	 	 885,055	
Accounts	payable	and	accrued	liabilities 	 128,844	 	 —	 	 —	 	 —	 	 128,844	
Bank	indebtedness	–	principal	2 	 —	 	 338,194	 	 —	 	 —	 	 338,194	
Bank	indebtedness	–	interest 	 29,313	 	 19,237	 	 —	 	 —	 	 48,550	
Lease	obligations	3 	 1,407	 	 2,055	 	 1,187	 	 —	 	 4,649	
Risk	management	contracts 	 4,634	 	 —	 	 —	 	 —	 	 4,634	
Decommissioning	obligations	3 	 338	 	 525	 	 625	 	 31,897	 	 33,385	
Total	contractual	obligations 	 164,536	 	 360,011	 	 1,812	 	 31,897	 	 558,256	
Total	future	payments 	 284,071	 	 603,662	 	 204,861	 	 350,717	 	 1,443,311	

1 Relates	to	non-lease	components	and	non-indexed	variable	payments.

2 The	Company's	credit	facility	is	subject	to	a	semi-annual	borrowing	base	review	at	the	sole	discretion	of	the	lenders.	See	Capital	Resources	-	Bank	Debt	
in	this	MD&A	for	additional	information.

3 These	values	are	undiscounted	and	will	differ	from	the	amounts	presented	in	the	Interim	Financial	Statements.

Related	Party	Transactions

All	related	party	transactions	occurred	in	the	normal	course	of	operations.	

During	 the	 period,	 the	 Company	 completed	 related	 party	 transactions	 with	 its	 controlling	 shareholder,	 Riverstone.	 The	
Company	purchased	 for	 cancellation	 12,737,500	HEI	Warrants	 from	R5	HHR	 FS	Holdings	 LLC,	 an	 affiliate	 of	 Riverstone.	 The	
Company	 also	 completed	 a	 plan	 of	 arrangement	 pursuant	 to	 a	 business	 combination	 involving	 DCRD	 and	 Riverstone,	 and	
incurred	$9.2	million	in	expenses	due	to	Riverstone	as	part	of	the	liabilities	acquired.	Refer	to	"Warrant	Liability"	and	"DCRD	
Business	 Combination"	 in	 this	MD&A	 for	 further	 information.	 As	 of	 September	 30,	 2023,	 the	 Company	 does	 not	 have	 any	
outstanding	payables	due	to	Riverstone.

Upon	close	of	the	business	combination	with	DCRD,	the	Company	terminated	$5.6	million	in	limited	recourse	loans	previously	
advanced	to	key	management	personnel.	

The	Company	also	paid	$1.2	million	in	annual	compensation	and	expense	reimbursement	to	members	of	the	Board	of	Directors	
during	the	period.
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Supplemental	Information	–	Quarterly	Results
(Cdn$	thousands,	except	per	share	amounts,	production	and	unit	
prices) Q3	2023 Q2	2023 Q1	2023 Q4	2022 Q3	2022 Q2	2022 Q1	2022 Q4	2021

OPERATING

Production	volumes

Crude	oil	(bbls/d) 	 16,657	 	 13,389	 	 14,813	 	 8,958	 	 9,279	 	 10,025	 	 9,874	 	 7,135	

Natural	gas	(Mcf/d) 	144,045	 	126,349	 	127,322	 	 99,512	 	111,353	 	116,667	 	113,703	 	101,028	

Natural	gas	liquids	(bbls/d) 	 5,382	 	 4,561	 	 3,958	 	 3,984	 	 4,273	 	 4,397	 	 4,030	 	 3,787	

Total	(boe/d) 	 46,046	 	 39,009	 	 39,992	 	 29,527	 	 32,111	 	 33,867	 	 32,854	 	 27,760	

Liquids	weighting	% 	48	 	46	 	47	 	44	 	42	 	43	 	42	 	39	

Oil	and	gas	revenue	($/boe) 	 55.26	 	 48.19	 	 60.31	 	 73.14	 	 69.91	 	 81.09	 	 64.10	 	 54.50	

Operating	netback	($/boe)	1 	 37.82	 	 33.64	 	 39.18	 	 43.96	 	 34.77	 	 41.75	 	 36.22	 	 20.22	

Oil	and	gas	sales	revenue 	234,090	 	171,072	 	217,054	 	198,676	 	206,518	 	249,908	 	189,542	 	139,183	

Operating	netback	1 	160,251	 	119,437	 	141,023	 	119,414	 	102,689	 	128,673	 	107,108	 	 51,653	

Net	cash	from	operating	activities 	122,047	 	 75,855	 	115,541	 	 76,131	 	 95,138	 	129,623	 	 70,463	 	 33,540	

Per	common	share	–	basic	2 	 1.32	 	 0.83	 	 2.25	 	 3.04	 	 3.80	 	 5.19	 	 2.82	 	 1.34	

Per	common	share	–	diluted	2 	 1.24	 	 0.79	 	 2.25	 	 1.13	 	 1.54	 	 2.08	 	 2.82	 	 0.55	

Adjusted	funds	from	operations	1 	141,360	 	103,515	 	128,794	 	108,937	 	 94,226	 	119,906	 	100,464	 	 43,528	

Per	common	share	–	basic	2 	 1.53	 	 1.14	 	 2.51	 	 4.34	 	 3.76	 	 4.80	 	 4.02	 	 1.74	

Per	common	share	–	diluted	2 	 1.44	 	 1.08	 	 2.51	 	 1.61	 	 1.52	 	 1.92	 	 4.02	 	 0.72	

Corporate	netback	($/boe)	1 	 33.37	 	 29.16	 	 35.78	 	 40.10	 	 31.90	 	 38.91	 	 33.98	 	 17.04	

Net	profit	(loss) 	 3,912	 	 20,743	 	(133,659)		 67,298	 	 67,251	 	 96,993	 	 (6,442)	 	 37,139	

Net	profit	(loss)	attributable	to	ordinary	equity	holders 	 3,912	 	 20,743	 	(137,749)		 60,584	 	 60,782	 	 90,825	 	 (12,325)	 	 31,344	

Per	common	share	–	basic	2 	 0.04	 	 0.23	 	 (2.68)	 	 2.42	 	 2.42	 	 3.63	 	 (0.49)	 	 1.25	

Per	common	share	–	diluted	2 	 0.04	 	 0.22	 	 (2.68)	 	 0.89	 	 0.98	 	 1.46	 	 (0.49)	 	 0.52	

Net	cash	used	in	investing	activities 	 97,558	 	132,309	 	142,323	 	145,556	 	 58,669	 	 68,414	 	 95,514	 	 42,190	

Capital	expenditures	1 	109,581	 	 95,266	 	172,442	 	173,669	 	 77,332	 	 50,387	 	 82,488	 	 68,385	

Free	funds	flow	1 	 31,779	 	 8,195	 	 (43,648)	 	 (64,732)	 	 16,894	 	 69,519	 	 17,853	 	 (24,857)	

Weighted	average	common	shares	outstanding	3

Basic	2 	 92,134	 	 91,000	 	 51,395	 	 25,084	 	 25,069	 	 24,996	 	 24,994	 	 24,992	

Diluted	2 	 98,432	 	 96,206	 	 51,395	 	 67,637	 	 61,840	 	 62,345	 	 24,994	 	 60,851	

FINANCIAL	(as	at	each	quarter	end)

Adjusted	working	capital	deficit	1 	 17,869	 	 30,824	 	 93,699	 	 32,915	 	 37,002	 	 5,180	 	 16,470	 	 52,443	

Available	funding	1 	 93,937	 	 43,184	 	 51,468	 	309,985	 	327,898	 	402,720	 	206,930	 	188,957	

Net	debt	1 	356,063	 	388,606	 	379,755	 	291,647	 	222,416	 	215,155	 	277,549	 	293,490	

1 Refer	to	"Non-GAAP	and	Other	Specified	Financial	Measures”	in	this	MD&A	for	more	information.	

2 In	comparative	periods,	per	common	share	amounts	are	those	of	HHR.	The	weighted	average	common	shares	outstanding	in	these	periods	has	been	
scaled	by	the	applicable	exchange	ratio	following	the	completion	of	the	business	combination	with	DCRD.	Refer	to	"DCRD	Business	Combination"	in	this	
MD&A	for	more	information.

3 HEI	has	95,884,002	HEI	Common	Shares,	4,908,385	Legacy	RSUs,	617,956	Legacy	Options,	and	1,934,818	RSAs	issued	and	outstanding	as	of	the	date	of	
this	MD&A.
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Crude	oil	and	natural	gas	revenue	over	the	past	eight	quarters	have	ranged	from	$139.2	million	to	$249.9	million,	largely	due	to	
the	volatility	of	commodity	prices	and	changes	in	production.	From	the	fourth	quarter	of	2021	through	2022,	the	Company's	
production	 fluctuated	 due	 to	 changes	 in	 its	 development	 capital	 spending	 levels	 and	 natural	 declines.	 Following	 increased	
levels	of	 capital	 expenditure	 in	 the	 first	 three	quarters	of	2023,	 the	Company	produced	39,992	boe/d,	39,009	boe/d,	 and	a	
record	46,046	boe/d,	respectively,	from	the	successful	drilling	of	liquids-rich	wells	in	the	Karr	area.

Net	profit	(loss)	has	ranged	from	a	net	loss	of	$133.7	million	to	a	net	profit	of	$97.0	million,	primarily	influenced	by	fluctuations	
in	commodity	prices	and	production	volumes,	royalties,	realized	and	unrealized	gains	and	losses	on	risk	management	contracts	
and	both	cash	and	non-cash	expenses.	During	the	third	quarter	of	2023,	the	loss	on	warrant	revaluation	reduced	net	profit	by	
$42.8	million.	 In	the	first	quarter	of	2023,	the	business	combination	with	DCRD	resulted	 in	$180.5	million	 in	 listing	expenses	
and	 $9.0	million	 in	 transaction	 costs.	 In	 the	 third	 quarter	 of	 2022	 profit	 was	 also	 reduced	 by	 $16.0	million	 of	 transaction	
expense.	Deferred	income	tax	expense	impacted	net	profit	(loss)	by	$26.2	million	in	the	first	quarter	of	2023	and	$31.7	million	
in	the	fourth	quarter	of	2022.

Disclosure	Controls	and	Procedures

Disclosure	controls	and	procedures	("DC&P")	seek	to	ensure	that	information	to	be	disclosed	by	Hammerhead	is	accumulated	
and	communicated	 to	management	 to	allow	 timely	decisions	 regarding	 required	disclosures.	As	at	September	30,	2023,	 the	
Chief	Executive	Officer	and	the	Chief	Financial	Officer	evaluated	the	effectiveness	of	the	design	and	operation	of	the	Company's	
DC&P.	Based	on	 their	evaluation,	 the	Chief	Executive	Officer	and	Chief	Financial	Officer	have	concluded	that	 the	Company's	
DC&P	 were	 effective	 as	 at	 September	 30,	 2023.	 All	 control	 systems	 by	 their	 nature	 can	 only	 provide	 reasonable,	 but	 not	
absolute,	assurance	that	the	objectives	of	the	control	system	are	met.

Internal	Control	over	Financial	Reporting	and	Officer	Certifications

Internal	control	over	financial	reporting	("ICFR")	is	a	process	designed	to	provide	reasonable	assurance	that	all	the	assets	are	
safeguarded	and	 transactions	are	appropriately	authorized,	 and	 to	 facilitate	 the	preparation	of	 relevant,	 reliable	and	 timely	
information.	Due	to	inherent	limitations,	ICFR	may	not	prevent	or	detect	all	misstatements	due	to	fraud	or	error.	The	control	
framework	Hammerhead's	officers	used	to	design	and	evaluate	the	Company's	internal	controls	over	financial	reporting	is	the	
Internal	Control	–	Integrated	Framework	(2013)	by	the	Committee	of	Sponsoring	Organizations	of	the	Treadway	Commission	
("COSO”).	All	control	systems	by	their	nature	can	only	provide	reasonable,	but	not	absolute,	assurance	that	the	objectives	of	
the	control	system	are	met.	There	have	been	no	changes	in	Hammerhead's	ICFR	during	the	three	months	ended	September	30,	
2023	that	have	materially	affected	or	are	reasonably	likely	to	materially	affect	Hammerhead's	ICFR.	

Significant	Estimates

Hammerhead's	 significant	 accounting	 policies	 are	 disclosed	 in	Note	 2	 of	 the	 2022	 Financial	 Statements.	 The	 preparation	 of	
financial	statements	in	conformity	with	IFRS	requires	management	to	make	judgments,	estimates	and	assumptions	that	affect	
the	application	of	accounting	policies	and	the	reported	amounts	of	assets,	liabilities,	revenues	and	expenses.	Actual	results	may	
differ	from	these	estimates.	Estimates	and	underlying	assumptions	are	reviewed	on	an	ongoing	basis.	Revisions	to	accounting	
estimates	are	recognized	in	the	period	in	which	the	estimates	are	revised	and	in	any	future	years	affected.

Information	about	significant	areas	of	estimation	uncertainty	and	critical	 judgments	 in	applying	accounting	policies	 is	further	
outlined	in	the	2022	Annual	MD&A.

Forward-Looking	Statements	

Certain	 statements	 contained	 in	 this	 MD&A	 constitute	 forward-looking	 statements	 or	 information	 (collectively	 "forward-
looking	statements")	within	the	meaning	of	applicable	securities	legislation,	including,	but	not	limited	to:	the	Transaction	with	
Crescent	 Point	 and	 the	 timing	 thereof,	 including	 timing	 of	 the	Meeting;	 the	 consideration	 expected	 to	 be	 received	 by	 HEI	
shareholders	 in	 connection	 with	 the	 Transaction;	 the	 Company's	 strategy	 and	 objectives	 for	 its	 business	 and	 assets;	 the	
Company's	 objectives	 for	 managing	 capital,	 including	 the	 Company's	 short-term	 capital	 management	 objective;	 current	
commitments	and	working	capital	deficit;	determination	of	 the	Company's	depletion	and	depreciation	 rates;	 the	Company's	
contractual	 obligations;	 and	 other	matters	 related	 to	 the	 foregoing.	 Forward-looking	 statements	 are	 typically	 identified	 by	
words	such	as	"estimate",	"anticipate",	"expect",	"may",	"will",	"project",	"could",	"plan",	"intend",	"should",	"potential"	and	
similar	words	suggesting	future	events	or	future	performance	or	may	be	identified	by	reference	to	a	future	date.	
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With	 respect	 to	 forward-looking	 statements	 contained	 in	 this	 document,	 the	 Company	 has	 made	 assumptions	 regarding,	
among	other	things:	the	satisfaction	of	the	conditions	to	completion	of	the	Transaction,	including	the	timely	receipt	of	required	
shareholder,	court,	regulatory	and	stock	exchange	approvals,	as	required;	ability	to	complete	the	Transaction	and	on	the	timing	
anticipated;	 future	 capital	 expenditure	 levels;	 future	oil	 and	natural	 gas	prices;	 future	oil	 and	natural	 gas	production	 levels;	
future	exchange	rates	and	interest	rates;	ability	to	obtain	equipment	and	services	in	a	timely	manner	to	carry	out	development	
activities;	 pipeline	 capacity;	 the	 impact	 of	 increasing	 competition;	 the	 ability	 to	 obtain	 financing	 on	 acceptable	 terms;	 the	
general	stability	of	the	economic	and	political	environments	in	which	the	Company	operates;	the	timely	receipt	of	any	required	
regulatory	approvals;	the	ability	of	the	Company	to	obtain	qualified	staff,	equipment	and	services	in	a	timely	and	cost	efficient	
manner;	that	the	Company	will	have	sufficient	cash	flow,	debt	or	equity	sources	or	other	financial	resources	required	to	fund	
its	capital	and	operating	expenditures	and	requirements	as	needed;	that	the	Company's	conduct	and	results	of	operations	will	
be	consistent	with	its	expectations;	that	the	Company	will	have	the	ability	to	develop	its	oil	and	gas	properties	in	the	manner	
currently	 contemplated;	 the	 estimates	 of	 the	 Company's	 reserves	 volumes	 and	 the	 assumptions	 related	 thereto	 (including	
commodity	prices	and	development	costs)	are	accurate	in	all	material	respects;	future	accounting	standards	to	be	adopted	or	
amended	and	the	expected	 impact	on	the	Company;	 that	 the	Company	will	have	the	ability	 to	add	production	and	reserves	
through	 development	 and	 exploitation	 activities;	 the	 impact	 (and	 duration	 thereof)	 that	 pandemics	 could	 have	 on:	 (i)	 the	
demand	for	crude	oil,	NGL	and	natural	gas;	(ii)	the	supply	chain,	including	the	Company's	ability	to	obtain	the	equipment	and	
services	it	requires;	and	(iii)	the	Company's	ability	to	produce,	transport	and/or	sell	its	crude	oil,	NGL	and	natural	gas;	the	risk	
that	the	Company	may	not	be	able	to	fund	its	capital	expenditures	using	primarily	funds	from	operations;	and	the	risk	that	the	
Company	may	not	maintain	a	flexible	capital	structure	or	sufficient	liquidity	to	meet	its	financial	obligations	and	to	execute	its	
business	plans.	Although	the	Company	believes	that	the	expectations	reflected	in	the	forward-looking	statements	contained	in	
this	 document,	 and	 the	 assumptions	 on	 which	 such	 forward-looking	 statements	 are	 made,	 are	 reasonable,	 readers	 are	
cautioned	not	to	place	undue	reliance	on	forward-looking	statements	included	in	this	document,	as	there	can	be	no	assurance	
that	 the	 plans,	 intentions	 or	 expectations	 upon	 which	 the	 forward-looking	 statements	 are	 based	 will	 occur.	 Readers	 are	
cautioned	that	the	foregoing	list	is	not	exhaustive	of	all	assumptions	which	have	been	considered.

By	their	nature,	forward-looking	statements	involve	numerous	known	and	unknown	risks	and	uncertainties,	which	may	cause	
the	Company's	actual	performance	and	financial	results	in	future	periods	to	differ	materially	from	any	estimates	or	projections	
of	 future	 performance	 or	 results	 expressed	 or	 implied	 by	 such	 forward-looking	 statements.	 These	 risks	 and	 uncertainties	
include,	 among	other	 things:	 the	 time	 that	 it	 takes	 to	 complete	 the	 Transaction,	 if	 completed	 at	 all;	 the	 occurrence	of	 any	
event,	 change	 or	 other	 circumstances	 that	 could	 give	 rise	 to	 the	 termination	 of	 the	 definitive	 agreements	 relating	 to	 the	
Transaction;	 the	 inability	 to	 complete	 the	 Transaction	 due	 to	 the	 failure	 to	 obtain	 approval	 of	 shareholders,	 the	 Court,	
regulatory	bodies	or	stock	exchanges,	as	required;	the	ability	of	management	to	execute	its	business	plan;	general	economic	
and	business	conditions;	the	risks	of	the	oil	and	natural	gas	industry,	such	as	operational	risks	in	exploring	for,	developing	and	
producing	 crude	 oil	 and	 natural	 gas	 and	 market	 demand;	 the	 possibility	 that	 government	 policies	 or	 laws	 may	 change	 or	
governmental	approvals	may	be	delayed	or	withheld;	actions	by	governmental	or	regulatory	authorities	 including	production	
curtailment	 and	 increasing	 taxes	 and	 changing	 royalty	 regimes	 and	 other	 incentive	 programs	 relating	 to	 the	 oil	 and	 gas	
industry;	access	to	pipeline	capacity;	unexpected	downtime,	including	risks	related	to	natural	disasters	such	as	wildfires	in	the	
Province	of	Alberta;	risks	and	uncertainties	involving	geology	of	oil	and	natural	gas	deposits;	unexpected	drilling	results;	delays	
in	anticipated	timing	of	drilling	and	completion	of	wells;	the	Company's	ability	to	enter	into	or	renew	leases;	potential	delays	or	
changes	in	plans	with	respect	to	exploration	or	development	projects	or	capital	expenditures;	the	uncertainty	of	estimates	and	
projections	 relating	 to	production	 (including	decline	 rates),	 reserves,	 costs	 and	expenses;	 fluctuations	 in	 oil	 and	natural	 gas	
prices,	 foreign	 currency	 exchange	 rates	 and	 interest	 rates;	 health,	 safety	 and	 environmental	 risks;	 risks	 associated	 with	
unexpected	potential	future	law	suits	and	regulatory	actions	against	the	Company;	uncertainties	as	to	the	availability	and	cost	
of	financing;	inability	to	extend	the	Company's	credit	facility	at	each	review	on	the	current	terms,	on	newly	negotiated	terms	or	
at	all;	 inability	to	access	sufficient	capital	from	internal	and	external	sources;	and	the	risks	described	under	"Operational	and	
Other	Risk	Factors"	herein.	Readers	are	cautioned	that	the	foregoing	list	is	not	exhaustive	of	all	possible	risks	and	uncertainties.	
The	forward-looking	statements	contained	 in	this	document	speak	only	as	of	the	date	of	this	document.	Except	as	expressly	
required	 by	 applicable	 securities	 laws,	 the	 Company	 does	 not	 undertake	 any	 obligation	 to	 publicly	 update	 or	 revise	 any	
forward-looking	 statements,	 whether	 as	 a	 result	 of	 new	 information,	 future	 events	 or	 otherwise.	 The	 forward-looking	
statements	contained	in	this	document	are	expressly	qualified	by	this	cautionary	statement.
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Operational	and	Other	Risk	Factors

The	business	of	exploring	for,	developing	and	producing	crude	oil	and	natural	gas	is	inherently	risky.	The	risks	set	out	below	are	
not	an	exhaustive	 list,	nor	should	they	be	taken	as	a	complete	summary	or	description	of	all	 the	risks	 related	to	Company's	
business	and	operations.	HEI's	management	team	conducts	focused	strategic	planning	and	has	identified	the	following	key	risks	
associated	with	the	Company's	business	and	the	crude	oil	and	natural	gas	business	generally:

• The	Company	is	exposed	to	commodity	price	risk	whereby	the	fair	value	of	future	cash	flows	will	fluctuate	as	a	result	
of	changes	in	commodity	prices.	From	time	to	time,	the	Company	may	enter	into	agreements	to	receive	fixed	prices	
on	its	crude	oil	and	natural	gas	production	to	offset	the	risk	of	revenue	losses	if	commodity	prices	decline.	However,	to	
the	 extent	 that	 the	 Company	 engages	 in	 price	 risk	 management	 activities	 to	 protect	 itself	 from	 commodity	 price	
declines,	it	may	also	be	prevented	from	realizing	the	full	benefits	of	price	increases	above	the	levels	of	the	derivative	
instruments	used	to	manage	price	risk.	In	addition,	the	Company's	hedging	arrangements	may	expose	it	to	the	risk	of	
financial	 loss	 in	certain	circumstances,	 including	instances	 in	which:	production	falls	short	of	the	hedged	volumes	or	
prices	fall	significantly	lower	than	projected,	there	is	a	widening	of	price-base	differentials	between	delivery	points	for	
production	and	the	delivery	point	assumed	in	the	hedge	arrangement,	counterparties	to	the	hedging	arrangements	or	
other	 price	 risk	management	 contracts	 fail	 to	 perform	 under	 those	 arrangements,	 or	 a	 sudden	 unexpected	 event	
materially	impacts	crude	oil	and	natural	gas	prices.

• The	 Company's	 operating	 costs	 could	 escalate	 and	 become	 noncompetitive	 due	 to	 supply	 chain	 disruptions,	
inflationary	 cost	 pressures,	 equipment	 limitations,	 escalating	 supply	 costs,	 commodity	 prices,	 and	 government	
intervention	 through	stimulus	 spending	or	additional	 regulations,	which	could	have	a	material	adverse	effect	on	 its	
financial	performance	and	cash	flows.	The	cost	or	availability	of	oil	and	gas	field	equipment	may	adversely	affect	the	
Company's	ability	to	undertake	exploration,	development	and	construction	projects.	The	oil	and	gas	industry	is	cyclical	
in	 nature	 and	 is	 prone	 to	 shortages	 of	 supply	 of	 equipment	 and	 services	 including	 drilling	 rigs,	 geological	 and	
geophysical	 services,	 engineering	 and	 construction	 services,	major	 equipment	 items	 for	 infrastructure	 projects	 and	
construction	 materials	 generally.	 These	 materials	 and	 services	 may	 not	 be	 available	 when	 required	 at	 reasonable	
prices.	A	failure	to	secure	the	services	and	equipment	necessary	to	the	Company's	operations	for	the	expected	price,	
on	 the	 expected	 timeline,	 or	 at	 all,	may	 have	 an	 adverse	 effect	 on	 the	 Company's	 financial	 performance	 and	 cash	
flows.

For	 additional	 information	 relating	 to	 Hammerhead's	 operational	 and	 other	 risk	 factors,	 please	 refer	 to	 the	 Company's	
December	 31,	 2022	 Annual	 Report	 on	 Form	 20-F,	 which	 along	 with	 other	 relevant	 documents,	 is	 available	 on	 EDGAR	 at	
www.sec.gov/edgar	and	SEDAR+	at	www.sedarplus.ca.

Other	Advisories

Crude	Oil	and	Natural	Gas

"BOEs"	may	be	misleading,	particularly	if	used	in	isolation.	A	BOE	conversion	ratio	of	six	thousand	cubic	feet	of	natural	gas	to	
one	barrel	of	oil	equivalent	 (6	mcf:	1	bbl)	 is	based	on	an	energy	equivalency	conversion	method	primarily	applicable	at	 the	
burner	tip	and	does	not	represent	a	value	equivalency	at	the	wellhead.	Given	that	the	value	ratio	based	on	the	current	price	of	
crude	oil	as	compared	to	natural	gas	is	significantly	different	from	the	energy	equivalency	of	6:1,	utilizing	a	conversion	on	a	6:1	
basis	may	be	misleading	as	an	indication	of	value.

This	MD&A	 contains	 certain	 oil	 and	 gas	metrics,	 including	 operating	 netback,	which	 do	 not	 have	 standardized	meanings	 or	
standard	methods	 of	 calculation	 and	 therefore	 such	measures	may	 not	 be	 comparable	 to	 similar	measures	 used	 by	 other	
companies	 and	 should	 not	 be	 used	 to	make	 comparisons.	 Such	metrics	 have	 been	 included	herein	 to	 provide	 readers	with	
additional	measures	to	evaluate	the	Company's	performance;	however,	such	measures	are	not	reliable	indicators	of	the	future	
performance	of	the	Company	and	future	performance	may	not	compare	to	the	performance	in	previous	periods	and	therefore	
such	 metrics	 should	 not	 be	 unduly	 relied	 upon.	 Management	 uses	 these	 oil	 and	 gas	 metrics	 for	 its	 own	 performance	
measurements	and	to	provide	security	holders	with	measures	to	compare	the	Company's	operations	over	time.	Readers	are	
cautioned	that	the	 information	provided	by	these	metrics,	or	that	can	be	derived	from	the	metrics	presented	 in	this	MD&A,	
should	not	be	relied	upon	for	investment	or	other	purposes.	
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The	 Company's	 aggregate	 production	 for	 the	 selected	 periods	 below	 and	 the	 references	 to	 "natural	 gas",	 "crude	 oil"	 and	
"NGLs",	reported	in	this	MD&A	consist	of	shale	gas,	tight	oil	and	natural	gas	liquids	product	types,	respectively,	as	defined	in	NI	
51-101	and	using	a	conversion	ratio	of	6	mcf	:	1	bbl	where	applicable:

Nine	Months	Ended	
September	30,	2023 Q3	2023 Q2	2023 Q1	2023 Q4	2022 Q3	2022 Q2	2022 Q1	2022 Q4	2021

Tight	oil	(bbls/d) 14,960 	 16,657	 	 13,389	 	 14,813	 	 8,958	 	 9,279	 	 10,025	 	 9,874	 	 7,135	

Shale	gas	(Mcf/d) 132,633 	 144,045	 	 126,349	 	 127,322	 	 99,512	 	 111,353	 	 116,667	 	 113,703	 	 101,028	

Natural	gas	liquids	(bbls/d) 4,639 	 5,382	 	 4,561	 	 3,958	 	 3,984	 	 4,273	 	 4,397	 	 4,030	 	 3,787	

Total	(boe/d) 41,704 	 46,046	 	 39,009	 	 39,992	 	 29,527	 	 32,111	 	 33,867	 	 32,854	 	 27,760	

Non-GAAP	and	Other	Specified	Financial	Measures	

This	MD&A	includes	certain	meaningful	performance	measures	commonly	used	in	the	crude	oil	and	natural	gas	industry	that	
are	 not	 defined	 under	 IFRS,	 as	 outlined	 below.	 These	 performance	measures	 should	 not	 be	 considered	 in	 isolation	 or	 as	 a	
substitute	 for	 performance	 measures	 prepared	 in	 accordance	 with	 IFRS	 and	 should	 be	 read	 in	 conjunction	 with	 the	
consolidated	 financial	 statements.	 Readers	 are	 cautioned	 that	 these	 non-GAAP	 and	 capital	management	measures	 are	 not	
standardized	 financial	measures	 under	 IFRS,	 and	might	 not	 be	 comparable	 to	 similar	 financial	measures	 disclosed	 by	 other	
entities.	The	non-GAAP	and	capital	management	measures	used	in	this	report	are	summarized	as	follows:

Non-GAAP	Financial	Measures

Capital	Expenditures	and	Capital	Expenditures	including	Acquisitions	&	Divestitures	("A&D")

Management	uses	capital	expenditures	and	capital	expenditures	including	A&D	to	determine	the	amount	of	cash	flow	used	for	
capital	 reinvestment	 and	 compare	 its	 capital	 expenditures	 to	 budget.	 Capital	 expenditures	 is	 comprised	 of	 additions	 to	
property,	plant	and	equipment	("PP&E")	per	the	consolidated	statements	of	cash	flows,	and	cash	proceeds	or	expenditures	on	
A&D	are	added	or	deducted	to	arrive	at	capital	expenditures	 including	A&D.	See	the	following	table	for	the	reconciliation	of	
both	measures	to	net	cash	used	in	investing	activities,	the	most	directly	comparable	GAAP	measure.

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022 2023 2022
Net	cash	used	in	investing	activities 	 97,558	 	 58,669	 	 372,190	 	 222,597	
Proceeds	from	disposition 	 1,000	 	 —	 	 1,000	 	 —	
Net	change	in	accounts	payable	related	to	the	addition	of	PP&E 	 11,023	 	 18,663	 	 4,099	 	 (12,390)	
Capital	expenditures 	 109,581	 	 77,332	 	 377,289	 	 210,207	
Proceeds	from	disposition 	 (1,000)	 	 —	 	 (1,000)	 	 —	
Capital	expenditures	including	A&D 	 108,581	 	 77,332	 	 376,289	 	 210,207	

Available	Funding

The	available	 funding	measure	allows	management	 and	other	users	 to	evaluate	 the	Company's	 short	 term	 liquidity,	 and	 its	
capital	 resources	 available	 at	 a	 point	 in	 time.	 Available	 funding	 is	 comprised	 of	 adjusted	 working	 capital,	 the	 undrawn	
component	 of	 Hammerhead's	 credit	 facility,	 plus	 the	 remaining	 equity	 commitment	 related	 to	 any	 outstanding	 investment	
agreements	in	prior	periods	where	applicable.	HEI's	available	funding	is	disclosed	in	"Liquidity"	in	this	MD&A,	which	reconciles	
to	the	capital	management	measure,	adjusted	working	capital	and	its	related	balance	sheet	line	items.
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Operating	Netback

Operating	netback	is	calculated	by	deducting	royalties,	operating	expense,	transportation	expense,	and	realized	gains	(losses)	
from	 risk	management	 contracts	 from	 oil	 and	 gas	 revenue.	Management	 believes	 that	 operating	 netback	 is	 a	 key	 industry	
performance	indicator	to	assess	the	profitability	of	the	Company's	developed	and	producing	assets,	and	to	provide	investors	
with	 information	 that	 is	 also	 commonly	 presented	 by	 peers	 within	 the	 industry.	 HEI's	 netback	 is	 disclosed	 in	 "Operating	
Netback"	in	this	MD&A,	which	includes	its	most	directly	comparable	GAAP	measure,	oil	and	gas	revenue.

Funds	from	Operations,	Adjusted	Funds	from	Operations	and	Free	Funds	Flow

Funds	 from	 operations	 is	 comprised	 of	 cash	 provided	 by	 operating	 activities,	 excluding	 the	 impact	 of	 changes	 in	 non-cash	
working	 capital	 and	 settlement	 of	 decommissioning	 obligations.	 Management	 believes	 excluding	 the	 changes	 in	 non-cash	
working	capital	provides	a	meaningful	performance	measure	of	the	Company's	operations	on	an	ongoing	basis,	as	it	removes	
the	impact	of	changes	in	timing	of	collections	and	payments,	which	are	variable.	Decommissioning	provision	costs	incurred	also	
vary	 depending	 upon	 the	Company's	 planned	 capital	 program	and	 the	maturity	 of	 operating	 areas	 requiring	 environmental	
remediation.	

Adjusted	funds	from	operations	is	funds	from	operations	adjusted	for	other	items	that	are	not	considered	part	of	the	long-term	
operating	performance	of	the	business.	Management	considers	these	measures	to	be	key,	as	they	demonstrate	the	Company's	
ability	to	generate	the	necessary	funds	to	maintain	production	and	fund	future	growth.	Funds	from	operations	and	adjusted	
funds	 from	 operations	 as	 presented	 should	 not	 be	 considered	 an	 alternative	 to,	 or	more	meaningful	 than,	 cash	 flow	 from	
operating	activities,	net	profits	or	other	measures	of	financial	performance	calculated	in	accordance	with	IFRS.	

Free	funds	flow	is	an	indicator	of	the	efficiency	and	liquidity	of	the	business,	and	provides	an	indication	of	funds	the	Company	
has	available	 for	 future	capital	allocation	decisions	such	as	the	repayment	of	debt,	 increased	capital	spending	or	a	return	of	
capital	 program.	 The	measure	 is	 calculated	 as	 adjusted	 funds	 from	 operations	 less	 capital	 expenditures	 and	 settlement	 of	
decommissioning	obligations.	

The	 following	 table	 reconciles	 funds	 from	operations,	 adjusted	 funds	 from	operations	and	 free	 funds	 flow	 to	net	 cash	 from	
operating	activities,	which	is	the	most	directly	comparable	GAAP	measure:

Three	Months	Ended	
September	30,	

Nine	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022 2023 2022
Net	cash	from	operating	activities 	 122,047	 	 95,138	 	 313,443	 	 295,224	
Changes	in	non-cash	working	capital 	 21,963	 	 (13,425)	 	 59,778	 	 8,699	
Realized	foreign	exchange	gain	(loss)	on	financing	activities 	 545	 	 (5,168)	 	 741	 	 (5,168)	
Settlement	of	decommissioning	obligations 	 —	 	 —	 	 54	 	 123	
Funds	from	operations 	 144,555	 	 76,545	 	 374,016	 	 298,878	
Transaction	costs 	 —	 	 16,021	 	 9,061	 	 16,021	
Transaction	costs,	non-cash 	 —	 	 —	 	 (5,793)	 	 —	
Loss	(gain)	on	foreign	exchange 	 522	 	 5,570	 	 (2,805)	 	 8,173	
Unrealized	(loss)	gain	on	foreign	exchange 	 (3,525)	 	 (3,530)	 	 (13)	 	 (5,916)	
Other	income 	 (192)	 	 (380)	 	 (797)	 	 (2,560)	
Adjusted	funds	from	operations 	 141,360	 	 94,226	 	 373,669	 	 314,596	
Capital	expenditures 	 (109,581)	 	 (77,332)	 	 (377,289)	 	 (210,207)	
Settlement	of	decommissioning	obligations 	 —	 	 —	 	 (54)	 	 (123)	
Free	funds	flow 	 31,779	 	 16,894	 	 (3,674)	 	 104,266	
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Non-GAAP	Financial	Ratios

Operating	Netback	per	boe

Management	calculates	operating	netback	per	boe	as	operating	netback	divided	by	the	Company's	total	production.	Operating	
netback	 is	a	non-GAAP	 financial	measure	component	of	operating	netback	per	boe.	Management	believes	 this	performance	
measure	provides	key	 information	about	the	profitability	of	the	Company's	developed	and	producing	assets,	 isolated	for	the	
impact	of	changes	in	production	volumes.	HEI's	operating	netback	per	boe	is	disclosed	in	"Operating	Netback"	in	this	MD&A.

Funds	from	Operations	per	boe	and	Funds	from	Operations	per	Basic	Share	and	Diluted	Share

Funds	from	operations	per	boe	is	calculated	by	dividing	funds	from	operations	by	the	Company's	total	production.	Funds	from	
operations	per	basic	share	and	diluted	share	is	calculated	by	dividing	funds	from	operations	by	the	Company's	basic	and	diluted	
weighted	 average	 shares	 outstanding.	 Funds	 from	 operations	 is	 a	 non-GAAP	 financial	 measure	 component	 of	 funds	 from	
operations	per	boe,	and	funds	from	operations	per	basic	share	and	diluted	share.	

Funds	from	operations	per	boe	is	utilized	by	management	to	assess	the	profitability	of	the	Company's	developed	and	producing	
assets	and	to	compare	current	results	to	prior	periods	or	to	peers	by	isolating	for	the	impact	of	changes	in	production	volumes.	
Funds	from	operations	per	basic	share	and	diluted	share	is	utilized	by	management	to	indicate	the	funds	generated	from	the	
business	 that	 could	 be	 allocated	 to	 each	 shareholder's	 equity	 position.	 Funds	 from	 operations	 per	 boe	 and	 funds	 from	
operations	per	basic	share	and	diluted	share	are	disclosed	in	"Funds	from	Operations"	in	this	MD&A.

Corporate	Netback	per	boe	and	Adjusted	Funds	from	Operations	per	Basic	Share	and	Diluted	Share

Corporate	 netback	 per	 boe	 (or	 adjusted	 funds	 from	 operations	 per	 boe)	 is	 calculated	 by	 dividing	 adjusted	 funds	 from	
operations	by	the	Company's	total	production.	Adjusted	funds	from	operations	per	basic	share	and	diluted	share	is	calculated	
by	dividing	adjusted	funds	from	operations	by	the	Company's	basic	and	diluted	weighted	average	shares	outstanding.	Adjusted	
funds	 from	operations	 is	a	non-GAAP	 financial	measure	component	of	 corporate	netback	per	boe,	and	adjusted	 funds	 from	
operations	per	basic	share	and	diluted	share.

Corporate	netback	per	boe	 is	utilized	by	management	 to	assess	 the	profitability	of	 the	Company's	developed	and	producing	
assets,	 adjusted	 for	 items	 that	 are	 not	 considered	 part	 of	 the	 long-term	 operating	 performance	 of	 the	 business,	 and	 to	
compare	current	 results	 to	prior	periods	or	 to	peers	by	 isolating	 for	 the	 impact	of	changes	 in	production	volumes.	Adjusted	
funds	from	operations	per	basic	share	and	diluted	share	is	utilized	by	management	to	indicate	the	funds	generated	from	the	
business	 that	 could	be	allocated	 to	each	 shareholder's	equity	position.	Corporate	netback	per	boe	and	adjusted	 funds	 from	
operations	per	basic	share	and	diluted	share	are	disclosed	in	"Adjusted	Funds	from	Operations"	in	this	MD&A.

Capital	Management	Measures

Adjusted	EBITDA	and	Annualized	Adjusted	EBITDA

Adjusted	EBITDA	is	calculated	as	net	profit	(loss)	before	interest	and	financing	expenses,	income	taxes,	depletion,	depreciation	
and	 impairment	 adjusted	 for	 certain	 non-cash	 items,	 or	 other	 items	 that	 are	 not	 considered	 part	 of	 normal	 business	
operations.	Annualized	adjusted	EBITDA	 is	adjusted	EBITDA	 for	 the	quarter,	multiplied	by	 four.	These	measures	 indicate	 the	
Company's	 ability	 to	 generate	 funds	 from	 its	 asset	base	on	a	 continuing	 and	 long-term	basis,	 for	 future	development	of	 its	
capital	program	and	settlement	of	financial	obligations.

Adjusted	EBITDA	as	presented	should	not	be	considered	an	alternative	 to,	or	more	meaningful	 than,	net	profit	 (loss)	before	
income	tax,	or	other	measures	of	financial	performance	calculated	in	accordance	with	IFRS.	
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The	 following	 is	a	 reconciliation	of	adjusted	EBITDA	to	 the	most	directly	comparable	GAAP	measure,	net	profit	 (loss)	before	
income	tax:

Three	Months	Ended	
September	30,	

(Cdn$	thousands) 2023 2022 %	Change
Net	profit	before	income	tax 	 14,357	 	 67,251	 	(79)	
Add	(deduct):

Unrealized	loss	(gain)	on	risk	management	contracts 	 20,882	 	 (44,774)	 N/A
Transaction	costs 	 —	 	 16,021	 	(100)	
Share-based	compensation 	 2,732	 	 1,055	 	159	
Depletion	and	depreciation 	 59,720	 	 35,802	 	67	
Finance	expense 	 10,045	 	 6,221	 	61	
Loss	on	foreign	exchange 	 522	 	 5,570	 	(91)	
Loss	on	warrant	revaluation 	 42,794	 	 10,824	 	295	
Loss	on	debt	repayment 	 —	 	 218	 	(100)	
Other	income 	 (192)	 	 (380)	 	(49)	

Adjusted	EBITDA 	 150,860	 	 97,808	 	54	

Annualized	adjusted	EBITDA 	 603,440	 	 391,232	 	54	

Adjusted	Working	Capital

For	 financial	 reports	 dated	 prior	 to	 December	 31,	 2022,	 working	 capital	 was	 computed	 including	 the	 impact	 of	 risk	
management	contracts	and	the	current	portion	of	lease	obligations.	Beginning	with	2022	Financial	Statements	and	2022	Annual	
MD&A,	adjusted	working	capital	has	been	renamed	and	computed	excluding	these	items.	All	prior	period	comparatives	within	
this	report	have	been	adjusted	accordingly.	The	current	presentation	of	adjusted	working	capital	is	aligned	with	measures	used	
by	management	 to	monitor	 its	 liquidity	 for	use	 in	budgeting	and	capital	management	decisions.	Adjusted	working	 capital	 is	
defined	as	the	sum	of	cash,	accounts	receivable,	prepaid	expenses	and	deposits	and	accounts	payable	and	accrued	liabilities.

(Cdn$	thousands) September	30,	2023 December	31,	2022
Cash 	 (7,077)	 	 (8,833)	
Accounts	receivable 	 (92,899)	 	 (89,235)	
Prepaid	expenses	and	deposits 	 (10,999)	 	 (4,564)	
Accounts	payable	and	accrued	liabilities 	 128,844	 	 135,547	
Adjusted	working	capital	deficit 	 17,869	 	 32,915	

Net	Debt,	Net	Debt	to	Adjusted	EBITDA,	and	Net	Debt	to	Annualized	Adjusted	EBITDA

Net	debt	is	calculated	as	the	outstanding	balance	on	the	Company's	bank	debt,	term	debt	in	prior	periods	where	applicable	and	
adjusted	working	capital.	Where	applicable	in	prior	periods,	term	debt	is	calculated	as	the	principal	amount	outstanding,	plus	
accrued	PIK	interest,	converted	to	Canadian	dollars	at	the	closing	exchange	rate	for	the	period.	Net	debt	to	adjusted	EBITDA	is	
net	 debt	 divided	 by	 adjusted	 EBITDA.	 Net	 debt	 to	 annualized	 adjusted	 EBITDA	 is	 net	 debt	 divided	 by	 annualized	 adjusted	
EBITDA.	Net	 debt	 is	 used	 to	 assess	 and	monitor	 liquidity	 at	 a	 point	 in	 time,	while	 the	 net	 debt	 to	 EBITDA	 ratios	 assist	 the	
Company	 in	 monitoring	 its	 capital	 structure	 and	 financing	 requirements.	 Net	 debt	 and	 net	 debt	 to	 adjusted	 EBITDA	 are	
disclosed	in	"Liquidity"	in	this	MD&A.
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Supplementary	Financial	Measures

Throughout	the	MD&A,	the	Company	presents	certain	financial	figures,	in	accordance	with	IFRS,	stated	in	dollars	per	boe	($/
boe).	These	figures	are	determined	by	dividing	the	applicable	financial	figure	as	prescribed	under	IFRS	by	the	Company’s	total	
production	for	the	respective	period.	Below	is	a	list	of	figures	which	have	been	presented	in	the	MD&A	in	$/boe:

• Average	realized	prices	($/boe);

• Revenue	($/boe);

• Royalty	expense	($/boe);

• Operating	expense	($/boe);

• Transportation	expense	($/boe);

• Realized	gain	(loss)	on	risk	management	contracts	($/boe);

• Unrealized	gain	(loss)	on	risk	management	contracts	($/boe);

• Gain	(loss)	on	risk	management	contracts	($/boe);

• Net	G&A	($/boe);

• Cash	transaction	costs	($/boe);

• Non-cash	transaction	costs	($/boe);

• Net	share-based	compensation	expense	($/boe);

• Cash	interest	expense	($/boe);

• Non-cash	interest	and	accretion	expense	($/boe);	and

• Depletion,	depreciation	and	impairment	($/boe)

Abbreviations	

The	following	is	a	list	of	abbreviations	that	may	be	used	in	this	MD&A:	

bbl barrel AECO AECO	"C"	hub	price	index	for	Alberta	natural	gas
bbls/d barrels	per	day Crude	oil Tight	oil	as	defined	in	NI	51-101
boe barrels	of	oil	equivalent Natural	gas Shale	gas	as	defined	in	NI	51-101

boe/d barrels	of	oil	equivalent	per	day GAAP generally	accepted	accounting	principles
Mcf thousand	cubic	feet G&A general	and	administrative
Mcf/d thousand	cubic	feet	per	day WTI West	Texas	Intermediate
mmbtu million	British	Thermal	Units CDN Canadian
NGL Natural	gas	liquids Legacy	RSUs Legacy	Restricted	Share	Units
A&D Acquisitions	&	divestitures RSAs Restricted	Share	Awards
GJ gigajoule
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