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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended December 31, 2025

This management’s discussion and analysis of financial condition and results of operations (“MD&A”) of Obsidian
Energy Ltd. (“Obsidian Energy”, the “Company”, “we”, “us”, “our”) should be read in conjunction with the Company's
audited consolidated financial statements ("audited consolidated Financial Statements") for the year ended
December 31, 2025. The date of this MD&A is February 18, 2026. All dollar amounts contained in this MD&A are

expressed in millions of Canadian dollars unless noted otherwise.

For additional information, including Obsidian Energy’s audited consolidated Financial Statements and Annual
Information Form, please go to the Company’s website at www.obsidianenergy.com, in Canada to the SEDAR+
website at www.sedarplus.ca or in the United States to the EDGAR website at www.sec.gov.

Throughout this MD&A and in other materials disclosed by the Company, we adhere to generally accepted
accounting principles ("GAAP"), however the Company also employs certain non-GAAP measures to analyze
financial performance, financial position, and cash flow, including funds flow from operations, netback, sales, gross
revenues, net operating costs, net debt and free cash flow. Additionally, other financial measures are also used to
analyze performance. These non-GAAP and other financial measures do not have any standardized meaning
prescribed by International Financial Reporting Standards (“IFRS”) as issued by the International Accounting
Standards Board and therefore may not be comparable to similar measures provided by other issuers. The non-
GAAP and other financial measures should not be considered to be more meaningful than GAAP measures which
are determined in accordance with IFRS, such as net income (loss) and cash flow from operating activities, as
indicators of our performance.

This MD&A also contains oil and natural gas information and forward-looking statements. Please see the
Company's disclosure under the headings "Non-GAAP and Other Financial Measures", "Oil and Natural Gas
Information”, and "Forward-Looking Statements" included at the end of this MD&A.

Annual Financial Summary

Year ended December 31

(millions, except per share amounts) 2025 2024 2023
Production revenues $ 599.8 $ 8175 $ 720.6
Cash flow from operating activities 239.8 361.9 352.7
Basic per share () 3.45 4.76 4.36
Diluted per share (" 3.34 4.57 4.19
Funds flow from operations ? 2721 432.0 377.6
Basic per share @ 3.92 5.69 4.67
Diluted per share ©® 3.79 5.46 4.49
Net income (loss) 35.2 (202.6) 108.0
Basic per share 0.51 (2.67) 1.33
Diluted per share 0.49 (2.67) 1.28
Capital expenditures 298.9 343.1 292.5
Property acquisitions (dispositions), net 4 (208.0) 83.4 0.6
Debt ® 184.0 339.2 224.9
Total Assets $ 1,854.8 $ 21146 $ 2,250.4

) Supplementary financial measure. See "Non-GAAP and Other Financial Measures".

) Non-GAAP financial measure. See "Non-GAAP and Other Financial Measures".
(3) Non-GAAP ratio. See "Non-GAAP and Other Financial Measures".

) Excludes the InPlay Shares (as defined below) that were ultimately sold in August 2025 for $91.4 million. See "Pembina Disposition" for
details.
(5) Includes drawings under the Company's syndicated credit facility and senior unsecured notes.
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In the second quarter of 2025, the Company closed the disposition of our operated Pembina assets (the "Pembina
Disposition") to InPlay QOil Corp ("InPlay"). Refer to the "Pembina Disposition" section below for further details. As a
result of the Pembina Disposition, our production levels decreased compared to 2024, which resulted in lower
production revenues, cash flow from operating activities and funds flow from operations. Commodity prices were
also lower in 2025 compared to 2024, which also led to decreases in those figures.

In 2025, our capital program was focused on development and further delineation in Peace River and Willesden
Green, including in the emerging Belly River formation. Additionally, we continued to advance our waterflood
initiatives in Peace River, as we brought on-line two pilots in the area in late 2025.

In 2025, the Company's net income benefited from the Company's positive operating results and lower depletion
and depreciation expense following the disposition of our operated Pembina assets partially offset by lower oil
prices.

Quarterly Financial Summary
(millions, except per share and production amounts) (unaudited)

Dec. 31 Sep. 30 Jun. 30 Mar. 31 Dec. 31 Sep. 30 Jun. 30 Mar. 31
Three months ended 2025 2025 2025 2025 2024 2024 2024 2024
Production revenues $ 1238 $§ 1287 $ 1363 $ 2110 $ 2136 $ 2182 $ 2084 $ 1773
Cash flow from operating
activities 42.6 454 55.2 96.7 115.0 110.3 77.9 58.7
Basic per share " 0.63 0.68 0.79 1.32 1.55 1.45 1.02 0.76
Diluted per share 0.62 0.66 0.75 1.27 1.49 1.40 0.98 0.73
Funds flow from operations 56.6 497 65.8 100.1 107.7 124.7 115.2 84.4
Basic per share © 0.84 0.74 0.94 1.36 1.45 1.64 1.51 1.09
Diluted per share ® 0.82 0.72 0.90 1.31 1.39 1.58 1.44 1.05
Net income (loss) (12.3) 16.8 15.3 15.4 (284.8) 33.2 371 11.9
Basic per share (0.18) 0.25 0.22 0.21 (3.83) 0.44 0.48 0.15
Diluted per share $ (0.18) $ 024 % 021 § 020 $ (3.83) $ 042 $ 046 $ 0.15
Production
Light oil (bbl/d) 5,443 4,979 6,314 12,727 13,271 13,722 13,782 13,079
Heavy oil (bbl/d) 12,782 12,586 12,041 10,887 11,621 10,624 7,026 6,748
NGLs (bbl/d) 2,037 1,955 2,189 3,072 3,176 3,148 3,193 2,783
Natural gas (mmcf/d) 46 47 50 70 72 73 71 70
Total (boe/d)® 27,971 27,316 28,943 38,416 40,119 39,714 35,773 34,238

) Supplementary financial measure. See "Non-GAAP and Other Financial Measures".

) Non-GAAP financial measure. See "Non-GAAP and Other Financial Measures".
(3) Non-GAAP ratio. See "Non-GAAP and Other Financial Measures".

) Disclosure of production on a per boe basis in this MD&A consists of the constituent product types and their respective quantities. See also
"Supplemental Production Disclosure" and "Oil and Natural Gas Information".
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Cash flow from Operating Activities, Funds Flow from Operations and Free Cash Flow

Year ended December 31

(millions, except per share amounts) 2025 2024
Cash flow from operating activities $ 2398 $ 361.9
Change in non-cash working capital (30.6) 35.7
Decommissioning expenditures 28.8 23.9
Equity forward contracts 28.7 -
Onerous office lease settlements 0.7 9.0
Deferred financing costs (1.7) (2.3)
Restructuring 1.0 -
Transaction costs 5.4 14
Other expenses - 2.4
Funds flow from operations (") 2721 432.0
Capital expenditures (298.9) (343.1)
Decommissioning expenditures (28.8) (23.9)
Free Cash Flow (") $ (55.6) $ 65.0
Per share — funds flow from operations ?

Basic per share $ 392 § 5.69

Diluted per share $ 379§ 5.46

(1) Non-GAAP financial measure. See "Non-GAAP and Other Financial Measures".
(2) Non-GAAP ratio. See "Non-GAAP and Other Financial Measures".

Cash flow from operating activities and funds flow from operations both decreased in 2025 compared to 2024
primarily due to lower production revenues, as a result of lower production volumes due to the disposition of our
operated Pembina assets at the start of Q2 2025 and lower oil prices.

Pembina Disposition

On April 7, 2025, the Company closed the Pembina Disposition to InPlay of our operated Pembina (Cardium) assets
(the "Pembina Assets"). Total consideration for the transaction included approximately $208 million of cash
(inclusive of final closing adjustments), 9,139,784 common shares of InPlay, after giving effect to InPlay's
consolidation of its common shares on a one for six basis effective April 14, 2025, ("InPlay Shares") and a $14.7
million value associated with acquiring InPlay's 34.6 percent interest in the Willesden Green Cardium Unit #2
property. The transaction included all the Company's assets in Pembina, with the exception of our non-operated
interest in Pembina Cardium Unit #11 which we retained. The transaction had an effective date of December 1,
2024. As part of the transaction, InPlay assumed all assets and liabilities associated with the Pembina Assets,
including the Company’s decommissioning liabilities.

In August 2025, the Company closed the sale of all of our InPlay Shares to a third party, for proceeds of $91.4
million, resulting in a $15.2 million gain.

This transaction further strengthened our balance sheet while reducing our decommissioning liabilities by over 50
percent, with the cash proceeds from the transaction used to initially pay down outstanding debt on our syndicated
credit facility at closing and subsequently used to accelerate our share buyback program.

Business Strategy

Upon close of the Pembina Disposition, the Company has a more balanced portfolio of heavy and light oil assets.
In Peace River over the past two years we have more than doubled our production in the area through a focused
development program. With a significant land base of greater than 700 net sections, we expect to continue to grow
our Clearwater and Bluesky production through further development and delineation of existing and new fields in
the area. Additionally, in 2025, we progressed on our enhanced oil recovery strategy through our waterflood
initiatives and are encouraged by our results to-date. We plan to expand our efforts in the area in 2026 and beyond.
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With a now more focused light oil asset base, we also expect to be able to grow our light oil assets through ongoing
development. The Company began development in the Belly River formation in 2025 and has plans for future
development in the formation given the strong results we have achieved and the expanded infrastructure that was
recently completed in Open Creek. The pace and level of future development and growth in both our heavy and
light oil assets will be subject to the macro-economic environment (commaodity prices and service costs) as we look
to generate acceptable returns and maintain the Company’s financial strength.

In 2023, we began our return of capital initiative through our share buyback program under our normal course issuer
bid ("NCIB"). This program has further enhanced shareholder returns, specifically through a focus on per share
growth. Purchases under the NCIB are subject to having $65 million of liquidity and otherwise complying with the
terms of our current credit facilities. We re-purchased and cancelled a total of approximately 17.2 million common
shares (approximately 21 percent of our then outstanding shares) for total consideration of $143.9 million since the
inception of the NCIB in 2023. We renewed our NCIB program in March 2025 and by the end of August 2025, the
Company had re-purchased and cancelled the maximum number of shares allowed under our current program of
7,144,408 shares. In 2026, we are also in the process of renewing our NCIB, which should be in place in early
March.

The Company continued with our environmental remediation efforts in 2025 with a focus on abandoning and
reclaiming inactive fields.

Business Environment

The following table outlines quarterly averages for benchmark prices and Obsidian Energy’s realized prices for the
previous eight quarters.

Q4 2025 Q3 2025 Q2 2025 Q1 2025 Q4 2024 Q3 2024 Q2 2024 Q12024

Benchmark prices

WTI oil ($US/bbl) $ 5914 $ 6493 $ 6374 $ 7142 § 7027 $ 7509 $ 8057 $ 76.96
Edm mixed sweet par price 76.30 86.57 84.04 95.00 94.39 97.60 105.41 92.21
(CAD$/bbl)
Western Canada Select 66.65 75.28 73.89 84.04 80.67 83.80 91.82 77.80
(CAD$/bbl)
NYMEX Henry Hub 3.55 3.07 3.44 3.65 2.79 2.16 1.89 2.24
($US/mmbtu)
AECO 5A Index (CAD$/mcf) 2.23 0.60 1.69 217 1.48 0.69 1.18 2.50
Foreign exchange rate 1.39 1.38 1.38 1.43 1.40 1.37 1.37 1.35
(3US/CADS)

Benchmark differentials
WTI - Edm Light Sweet (4.25) (2.20) (2.84) (4.98) (2.42) (3.35) (3.63) (8.65)
($US/bbl)
WTI - Western Canadian (11.19) (10.38) (10.20) (12.65) (12.54) (13.51) (13.55) (19.33)

Select Heavy ($US/bbl)

Average sales price (V) @

Light oil (CAD$/bbl) 75.30 86.67 91.09 99.46 96.95 100.09 107.61 94.82
Heavy oil (CAD$/bbl) 59.10 67.93 61.27 70.14 67.70 73.73 79.73 60.39
NGLs (CAD$/bbl) 35.33 36.44 39.42 53.49 44.27 48.92 48.92 50.43
Total liquids (CAD$/bbl) 61.07 69.56 68.11 82.21 78.88 84.04 91.64 79.08
Natural gas (CAD$/mcf) $ 238 § 091 $ 200 §$ 218 § 153 § 086 $ 133 § 2.38

(1) Excludes the impact of realized hedging gains or losses.
(2) Supplementary financial measures. See "Non-GAAP and Other Financial Measures".
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Qil

In 2025, WTI oil prices averaged US$64.81 per bbl compared to US$75.72 per bbl in 2024. Despite some temporary
increases as a result of geopolitical concerns, prices weakened throughout 2025 with Q1 2025 averaging US$71.42
per bbl compared to US$59.14 per bbl in Q4 2025. The weakness in WTI oil pricing was mainly due to OPEC+
increasing their output leading to concerns regarding oversupply versus demand projections.

In 2025, differentials were narrow as a result of the increased capacity from the Trans Mountain ("TMX") pipeline
expansion. Despite brief periods of weakness due to concerns over US imposed tariffs, the MSW differential
tightened to an average of US$3.57 per bbl in 2025, compared to US$4.51 per bbl in 2024 and the WCS differential
narrowed to an average of US$11.11 per bbl in 2025, compared to US$14.73 per bbl in 2024.

The Company currently has the following oil hedging contracts in place on a weighted average basis:

Volume Remaining Price
Type (bbls/d) Term ($/bbl)
WTI Swap 6,127 January 2026 CAD$ 84.12
WTI Swap 13,298 February 2026 uUs$ 62.47
WTI Swap 12,800 March 2026 Us$ 64.13
WTI Swap 8,000 April 2026 Us$ 64.29
WTI Swap 2,000 May 2026 Us$ 63.70

Natural Gas

In 2025, both NYMEX and AECO prices remained low for the majority of the year. There were some improvements,
particularly in Q4, as demand strengthened and additional LNG projects came into service. In 2025 NYMEX
averaged US$3.43 per mmbtu, compared to US$2.27 per mmbtu in 2024 and AECO 5A prices increased to $1.68
per mcf in 2025, compared to $1.46 per mcf in 2024.

The Company currently has the following natural gas hedging contracts in place on a weighted average basis:

Volume Remaining Price
Type (mcfid) Term ($/mcf)
AECO Swap 26,540 January 2026 - March 2026 $ 3.30
AECO Swap 35,377 April 2026 - October 2026 2.68
AECO Swap 1,896 November 2026 - March 2027 $ 3.73

Prepaid Equity Forward Contracts

In Q3 2025, the Company began entering into prepaid equity forward contracts in respect of our common shares to
mitigate the equity price risk associated with our share-based compensation plans. Given the value of our share-
based compensation plans fluctuates based on the Company’s share price on the Toronto Stock Exchange ("TSX")
at each period end date, entering into equity forward contracts will help reduce the volatility in our funds flow from
operations. The Company currently has the following contracts in place on a weighted average basis:

Share
Type Volume Remaining Term Price (C$)
Equity Forward Contract 720,000 September 2028 $ 8.89
Equity Forward Contract 1,300,000 October 2028 8.72
Equity Forward Contract 550,000 November 2028 8.43
Equity Forward Contract 715,000 December 2028 8.31
Equity Forward Contract 450,000 January 2029 8.76
Equity Forward Contract 555,000 February 2029 $ 10.10

(1) The Company can settle the contract, or a portion of the contract, at any time.
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Foreign Exchange Forward Contracts

Subsequent to December 31, 2025, the Company began entering into foreign exchange forward contracts to
mitigate the risk of changes in the $US/$CAD exchange rate on oil sales that reference $US benchmark prices and
commodity hedging contracts that are settled in $US. The Company currently has the following contracts in place
on a weighted average basis:

Notional
Amount
Type ($millions) Remaining Term Price (C$)
FX forward contract 25 January 2026 $ 1.3840
FX forward contract 19.0 February 2026 1.3719
FX forward contract 16.0 March 2026 1.3686
FX forward contract 13.5 April 2026 $ 1.3650
RESULTS OF OPERATIONS
Average Sales Prices (V)
Year ended
December 31
2025 2024 % change
Light oil (per bbl) $ 90.96 $ 99.95 9)
Heavy oil (per bbl) 64.41 70.46 (9)
NGL (per bbl) 42.49 48.05 (12)
Total liquids (per bbl) 71.05 83.30 (15)
Realized risk management gain (loss) (per bbl) (0.08) 0.20 N/A
Total liquids, net (per bbl) 70.97 83.50 (15)
Natural gas (per mcf) 1.90 1.52 25
Realized risk management gain (per mcf) 0.40 0.75 (47)
Natural gas net (per mcf) 2.30 2.27 1
Weighted average (per boe) 53.73 59.70 (10)
Realized risk management gain (per boe) 0.65 1.58 (59)
Weighted average net (per boe) $ 54.38 § 61.28 (11)

(1) Supplementary financial measures. See "Non-GAAP and Other Financial Measures".
Performance Indicators

Obsidian Energy monitors performance based on the following three key focus areas using several qualitative and
quantitative factors:

. Values — Execution of our field, health, safety, environmental and regulatory programs and our focus on
operational excellence;

o Delivery — Key performance metrics include a low cost structure as compared to our industry peers and
a focus on free cash flow generation; and

. Sustainability — Management of the Company’s asset portfolio, financial stewardship and the goal of
sustaining production and reserves and long-term competitive return on investment for our shareholders.
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Values

At Obsidian Energy, the health, safety and wellness of our employees, contractors and stakeholders living within
our areas of operation is paramount. Safety policies, procedures and programs developed by Obsidian Energy shall
meet or exceed legislative requirements and all injuries and serious incidents are reported and investigated
accordingly. Additionally, the Company is committed to mitigating the environmental impacts of our operations which
includes our programs focusing on stakeholder communication, impact mitigation, resource conservation and site
abandonment and reclamation. Throughout our operations, Obsidian Energy requires a high standard of
professional conduct and supports a culture that ensures all individuals act with integrity and respect. These
principles form the operational standards for the Company.

Delivery

In 2025, the Company continued to emphasize operational execution, focus on cost reduction initiatives and monitor
our operations and development plans given volatility in commodity markets. The Company had guidance for the
second half of 2025 ("H2 2025"), given the Pembina Disposition was closed in Q2 2025. All operational guidance
metrics are outlined below:

. The Company’s average H2 2025 production of 27,644 boe per day compared to our H2 2025 production
guidance of 27,800 to 28,300 boe per day. Cold weather and significant snowfall in Peace River
impacted operations in late 2025;

. Capital expenditures of $130.3 million in H2 2025 were above our H2 2025 guidance of $120.0 million
to $125.0 million as the Company added incremental injector wells to our program in late 2025 to further
advance our waterflood initiatives in Peace River. Additionally, we were able to accelerate a portion of
our planned 2026 development program into 2025 given our development program was ahead of
schedule;

o Decommissioning expenditures of $18.2 million in H2 2025 were higher than our H2 2025 guidance of
$14.0 - 15.0 million. We will be able to apply the increased spending to reduce our 2026 spending
obligation as mandated by the Alberta Energy Regulator;

o Net operating costs of $15.10 per boe, were higher than our H2 2025 guidance of $14.35 - $14.60 per
boe mainly due to the cold weather and resultant higher repair and maintenance costs in Peace River in
late 2025; and

. General & Administration ("G&A") costs per boe were $1.97 in H2 2025, which was within our H2 2025
guidance range of $1.95 - $2.05 per boe.

In 2026, we are employing a disciplined approach to our plans given the current volatility in commodity prices, and
based on our commaodity price forecasts results in a small free cash flow positive budget for the year (prior to any
potential share repurchases) while marginally growing production. In Willesden Green, the light oil program is
centered on further development in Open Creek, predominately in the Belly River formation, as we benefit from new
infrastructure in the area that was constructed in late 2025. In Peace River, our capital program is a combination of
primary development in both the Bluesky and Clearwater formations while also progressing waterflood projects in
our Dawson and Nampa areas.

Sustainability

In 2025, the Company expanded development and delineation activities in Peace River and increased production
while maintaining a steady pace of activity in our light oil assets. Our 2026 development program has begun with
two rigs running in Peace River and one rig running in Willesden Green. The Company will continue to monitor
commodity prices and geopolitical factors and has the operational flexibility to alter our program quickly in response
to the macro environment.
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Production

Year ended December 31

Daily production 2025 2024 % change
Light oil (bbl/d) 7,340 13,463 (45)
Heavy oil (bbl/d) 12,080 9,016 34
NGL (bbl/d) 2,308 3,077 (25)
Natural gas (mmcf/d) 53 72 (26)
Total production (boe/d) 30,624 37,474 (18)

In 2025, production levels decreased compared to 2024 due to the Pembina Disposition which closed at the start
of Q2 2025. Production associated with the Pembina Assets averaged approximately 11,000 boe/d in Q1 2025. For
2025, a total of 64 wells (59.1 net) were brought on production.

Average production within the Company’s key development areas and within the Company’s Legacy asset area
was as follows:

Year ended December 31

Daily production (boe/d) ™ 2025 2024 % change
Willesden Green ) 16,157 25,320 (36)
Peace River 12,927 9,503 36
Viking 1,258 2,322 (46)
Legacy 282 329 (14)
Total 30,624 37,474 (18)

(1) Refer to “Supplemental Production Disclosure” for details by product type.
(2) Area was previously referred to as Cardium. In 2024 and from January 1 to April 6, 2025 includes production from the Pembina Assets.

Netbacks
Year ended December 31
(per boe) 2025 2024
Netback:
Sales price M ©®) $ 53.73 % 59.70
Risk management gain @ 0.65 1.58
Royalties (6.55) (7.76)
Transportation (4.78) (4.22)
Net operating costs ® (14.92) (13.85)
Netback ® $ 2813  $ 35.45
(boe/d) (boe/d)
Production 30,624 37,474

(1) Includes the impact of commodities purchased and sold to/from third parties of $0.7 million (2024 — $1.3 million).
(2) Realized risk management gains and losses on commodity contracts.
(3) Non-GAAP ratios. See "Non-GAAP and Other Financial Measures".

The Company's netback per boe decreased in 2025 from 2024 primarily due to lower oil prices which led to lower
realized prices. Transportation costs were also higher as a result of our higher production base in Peace River. Net
operating costs were higher in 2025 due to increased emulsion trucking costs and processing fees due to our
expanded Peace River operations.
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Year ended December 31

(millions) 2025 2024
Netback:
Sales (M ©®) $ 6005 $ 818.8
Risk management gain @ 7.3 21.6
Royalties (73.2) (106.5)
Transportation (53.4) (57.9)
Net operating costs © (166.7) (189.3)
Netback @ $ 3145 $ 486.7

(1) Includes the impact of commodities purchased and sold to/from third parties of $0.7 million (2024 — $1.3 million). See "Production
Revenues" below for a reconciliation of "Sales" to "Production Revenues".

(2) Realized risk management gains on commodity contracts.

(3) Non-GAAP financial measures. See "Non-GAAP and Other Financial Measures" and see "Expenses - Operating" for reconciliation of net
operating costs to operating costs.

Production Revenues
A reconciliation from production revenues to gross revenues is as follows:

Year ended December 31

(millions) 2025 2024
Production revenues $ 599.8 $ 817.5
Sales of commodities purchased from third parties 4.1 7.8
Less: Commodities purchased from third parties (3.4) (6.5)
Sales (" 600.5 818.8
Realized risk management gain 7.3 21.6
Gross revenues () $ 607.8 $ 840.4

(1) Non-GAAP financial measure. See "Non-GAAP and Other Financial Measures".
(2) Relates to realized risk management gains on commaodity contracts.

The Company's production revenues and gross revenues were lower in 2025 compared to 2024, mainly due to
lower production volumes as a result of the Pembina Disposition early in Q2 2025, accompanied by lower realized
prices and lower realized risk management gains on our commodity contracts.

Change in Gross Revenues ("

(millions)

Gross revenues — January 1 — December 31, 2024 $ 8404
Decrease in liquids production (150.5)
Decrease in liquids prices (65.2)
Decrease in natural gas production (10.1)
Increase in natural gas prices 7.5
Increase in realized oil risk management loss (2.5)
Decrease in realized natural gas risk management gain (11.8)
Gross revenues — January 1 — December 31, 2025 @ $ 607.8

(1) Non-GAAP financial measure. See "Non-GAAP and Other Financial Measures".
(2) Excludes processing fees and other income.
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Royalties

Year ended December 31

2025 2024
Royalties (millions) $ 732 $ 106.5
Average royalty rate 12% 13%

(1) Excludes effects of risk management activities and other income.

For 2025 absolute royalties and the average royalty rate both decreased from 2024 which was largely attributed to
lower production volumes due to the Pembina Disposition in Q2 2025 and lower oil prices.

Expenses

Year ended December 31
(millions) 2025 2024
Net operating (") $ 166.7 $ 189.3
Transportation 53.4 57.9
Financing 421 52.2
Share-based compensation $ 117 $ 8.2

(1) Non-GAAP financial measure. See "Non-GAAP and Other Financial Measures".

Operating

A reconciliation of operating costs to net operating costs is as follows:

Year ended December 31

(millions) 2025 2024
Operating costs $ 1835 $ 208.7
Less processing fees (10.1) (12.4)
Less road use recoveries (6.7) (8.6)
Add realized power risk management loss - 1.6
Net operating costs (") $ 166.7 $ 189.3

(1) Non-GAAP financial measure. See “Non-GAAP and Other Financial Measures”.

On an absolute basis, in 2025, both operating and net operating costs were lower than in 2024, mainly due to our
lower production base as a result of the Company closing the Pembina Disposition at the start of Q2 2025.

Transportation

The Company continues to utilize multiple sales points in the Peace River area to increase realized prices. New
wells drilled in the Peace River area over the past year resulted in higher production and thus higher transportation
costs on a per boe basis in 2025 compared to the 2024. On an absolute basis transportation costs are lower in
2025 than in 2024 due to the Pembina Disposition in early Q2 2025.
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Financing

Financing expense consists of the following:

Year ended December 31

(millions) 2025 2024
Interest $ 221 % 31.9
Accretion on decommissioning liability 12.2 16.5
Accretion on office lease provision - 0.3
Accretion on discount of senior unsecured notes 0.4 0.5
Accretion on lease liabilities 04 0.6
Loss on repurchased/redeemed senior unsecured notes 5.3 0.1
Deferred financing costs 1.7 2.3
Financing $ 421 $ 52.2

Obsidian Energy’s debt structure includes short-term borrowings under our syndicated credit facility and term
financing through our senior unsecured notes. Interest charges were lower in 2025 compared to 2024 mainly due
to lower drawings on our syndicated credit facility following the Pembina Disposition as the proceeds received from
the transaction were used to reduce the amount outstanding under our syndicated credit facility.

The Company has a reserve-based syndicated credit facility which is subject to a semi-annual borrowing base
redetermination (typically completed in May and November of each year). The aggregate amount available under
the syndicated credit facility is $235.0 million and the revolving period and maturity dates are set at May 31, 2026
and May 31, 2027, respectively. Borrowings under our syndicated credit facility are available by way of either
Canadian Overnight Repo Rate Average or the banks’ prime lending rate plus applicable margins. Interest rate
margins and standby fees on the undrawn amount of the facilities depend on the Company's debt to earnings before
interest, taxes, depreciation and amortization ("EBITDA") ratio for the most recent four quarters.

In December 2025, the Company completed a refinancing and issued five-year senior unsecured notes for an
aggregate principal amount of $175.0 million (the "2025 Notes"). The 2025 Notes have an interest rate of 8.125
percent and mature on December 3, 2030. The 2025 Notes were issued at par under a trust indenture and are
direct senior unsecured obligations of Obsidian Energy ranking equal with all other present and future senior
unsecured indebtedness of the Company. The Company used the net proceeds from the 2025 Notes to redeem all
of our previous outstanding senior unsecured notes due July 27, 2027 ("2022 Notes") at a price of $1,029.88 per
$1,000 principal amount, and to pay down indebtedness under our syndicated credit facility.

Prior to the full redemption of the 2022 Notes, in August 2025, the Company completed a partial redemption of
$30.0 million of the 2022 Notes at a price of $1,029.88 per $1,000 principal amount.

At December 31, 2025, letters of credit totaling $2.5 million were outstanding (December 31, 2024 — $4.4 million)
that reduce the amount otherwise available to be drawn on our syndicated credit facility.

Share-Based Compensation

Share-based compensation expense relates to options ("Options") to acquire common shares granted under the
Company's Stock Option Plan (the “Option Plan”), restricted share units (“RSUs") granted under the Restricted and
Performance Share Unit Plan (“RPSU plan”), deferred share units ("DSUs") granted under the Deferred Share Unit
Plan (“DSU plan”), performance share units (“PSUs”) granted under the RPSU plan and unrealized gains or losses
under the equity forward contracts.
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Share-based compensation expense consisted of the following:

Year ended December 31

(millions) 2025 2024
DSUs $ 1.0 $ (0.6)
PSUs 1.8 (0.5)
NTIP ™ - 1.1
Equity forward contract loss 0.6 -
Liability based incentive plans $ 34 § -
RSUs $ 62 $ 6.1
Options 2.1 2.1
Equity based incentive plans 8.3 8.2
Share-based compensation $ 1.7 §$ 8.2

(1) Restricted awards outstanding under the Non-Treasury Incentive Award Plan ("NTIP") were classified as a liability and were settled in
cash. There were no outstanding restricted awards under the NTIP at December 31, 2025.
(2) Relates to the equity forward contracts entered into to mitigate the Company's exposure to our share-based compensation plans.

At December 31, 2025, the Company’s share price closed at $8.42 per share which was higher than the $8.36 per
share on December 31, 2024. As the share price was higher, this resulted in an increase in our share-based
compensation in 2025 compared to 2024. The change in share price at the balance sheet date results in a mark-
to-market valuation which is used to calculate the DSU and PSU future obligations.

To mitigate the exposure to fluctuations in our share price, in the third quarter of 2025, the Company began entering
into equity forward contracts and the mark-to-market valuation on these contracts is also included in share-based
compensation. The unrealized loss on the equity forward contract at December 31, 2025 was based on an average
valuation of $8.62 per share compared to the fair value of $8.42 per share.

General and Administrative Expenses

Year ended December 31

(millions, except per boe amounts) 2025 2024
Gross $ 404 $ 40.8
Per boe (") 3.62 2.97
Net @ 20.6 20.5
Per boe () $ 1.84 $ 1.50

(1) Supplementary financial measure. See “Non-GAAP and Other Financial Measures”.
(2) Net G&A includes the impact of overhead recoveries and capitalized G&A.

On an absolute basis, G&A was similar in 2025 compared to 2024 as staff costs were relatively consistent year-
over-year. On a per boe basis, the impact of the Pembina Disposition in Q2 2025 led to higher costs in 2025
compared to 2024.

Depletion, Depreciation and Impairment

Year ended December 31

(millions) 2025 2024
Depletion and depreciation (“D&D”) $ 180.0 $ 2471
PP&E Impairment $ 23.2 § 415.3

The Company’s D&D expense decreased in 2025 compared to 2024, due to the Pembina Assets being classified
as assets held for sale and no longer being depleted in 2025.
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The Company classified the Pembina Assets as held for sale at the end of 2024 prior to the close of the Pembina
Disposition in April 2025. The Pembina Assets were recorded at the lesser of fair value less costs to sell and their
carrying amount, resulting in a non-cash, before tax, impairment loss of $30.0 million (2024 - $395.4 million),
primarily due to the decrease in value of the InPlay Shares from year-end 2024 to closing. The impairment was
recorded within depletion, depreciation and impairment on the Consolidated Statements of Income (Loss).

Additionally, in 2025, we recorded a $6.8 million net impairment reversal (2024 - $19.9 million net impairment) in
our Legacy cash generating unit ("CGU") due to a reduction in the decommissioning liability in the area. The Legacy
CGU has no recoverable amount, as such changes in our decommissioning liability are expensed or recovered as
applicable each period.

Taxes

Year ended December 31
(millions) 2025 2024
Deferred income tax expense (recovery) $ 118 § (62.5)

The deferred tax expense in 2025 was due to the Company's net income and resultant reduction of our deferred
income tax asset. In 2024, the Company recorded a deferred tax recovery of $62.5 million due to the Company's
net loss as a result of recognizing a $415.3 million non-cash impairment and resultant increase of our deferred
income tax asset.

Tax Pools

As at December 31
(millions) 2025 2024
Non-capital losses $ 1,1559 §$ 1,665.1
Undepreciated capital cost (UCC) 453.6 316.1
Canadian development expense (CDE) 548.8 319.6
Canadian exploration expense (CEE) 6.0 0.2
Canadian oil and gas property expense (COGPE) - 85.0
Other 50.0 52.3
Total $ 2,2143 % 2,438.3

Net Income (loss)

Year ended December 31

(millions, except per share amounts) 2025 2024

Net income (loss) $ 352 $ (202.6)
Basic per share 0.51 (2.67)
Diluted per share $ 049 § (2.67)

In 2025, net income was the result of the Company's positive operating results combined with the Pembina
Disposition which led to lower depletion and depreciation expense. Additionally, the Company recorded a $15.2
million gain in Other Income as a result of selling all of our InPlay Shares in Q3 2025. This was partially offset by
the Company's lower production revenues due to the lower oil price environment and lower production volumes
following the closing of the Pembina Disposition.

In 2024, the net loss was primarily due to non-cash, PP&E impairment charges as a result of classifying our Pembina

Assets as held for sale. This was partially offset by the Company's higher production accompanied by positive
operating results, along with realized risk management gains on our commodity contracts.
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Capital Expenditures

Year ended December 31

(millions) 2025 2024
Drilling and completions $ 1889 $ 240.8
Well equipping and facilities 95.3 101.0
Land and geological/geophysical 13.2 0.5
Corporate 1.5 0.8
Capital expenditures $ 2989 $ 343.1
Property acquisitions (dispositions), net (208.0) 83.4
Total $ 90.9 §$ 426.5

In 2025, our capital program was focused on development and further delineation in Peace River and Willesden
Green, including in the emerging Belly River formation. Additionally, we continued to advance our waterflood
initiatives in Peace River, as we brought on-line two pilots in the area in late 2025. Overall, capital expenditures
were lower in 2025 compared to 2024 as we moderated capital spending in H2 2025 in response to lower commodity
prices. During the year 64 (59.1 net) wells were brought on production, including operated and non-operated
activities, of which 50 (48.4 net) wells were in Peace River and 4 (4.0 net) wells were in Willesden Green. Also, an
additional 6 (2.7) non-operated wells in PCU#11 were brought on-line during the year.

Drilling
Year ended December 31
2025 2024
(number of wells) Gross Net Gross Net
0]] 70 62 73 65
Gas 1 1 4 1
Injectors, stratigraphic and service 4 4 7 6
Total 75 67 84 72

The Company drilled 63 (61.4 net) operated wells, including injector wells, during 2025. In addition, the Company
had a non-operated working interest in 12 (5.4 net) wells that were drilled by various partners during the year.

Environmental and Climate Change

The oil and natural gas industry has a number of environmental risks and hazards and is subject to regulation by
all levels of government. Environmental legislation includes, but is not limited to, operational controls, site
rehabilitation requirements and restrictions on emissions of various substances produced in association with oil and
natural gas operations. Compliance with such legislation is expected to require additional expenditures and a failure
to comply may result in fines and penalties which could, in the aggregate and under certain assumptions, become
material.

Obsidian Energy monitors our operations for environmental impacts and allocates capital to reclamation and other
activities to mitigate the impact on the areas in which the Company operates. The Company follows the Alberta
Energy Regulator guidance under Directive 088 where a minimum amount of spending is required to abandon
inactive sites.
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Liquidity and Capital Resources
Net Debt
Net debt is the total of long-term debt and working capital deficiency as follows:

As at December 31

(millions) 2025 2024
Long-term debt
Syndicated credit facility $ 90 $ 225.0
Senior unsecured notes (8.125%, maturing December 3, 2030) 175.0 -
Senior unsecured notes (11.95%, maturing July 27, 2027) - 114.2
Unamortized discount of senior unsecured notes - (1.1)
Deferred financing costs (4.1) (2.7)
Total 179.9 3354
Working capital deficiency
Accounts receivable (56.1) (88.0)
Prepaid expenses and other (11.0) (12.0)
Bank overdraft 04 0.5
Accounts payable and accrued liabilities 155.0 175.8
Total 88.3 76.3
Net debt (! $ 268.2 411.7

(1) Non-GAAP financial measure. See "Non-GAAP and Other Financial Measures".

Net debt decreased compared to December 31, 2024, primarily as a result of lower drawings under our syndicated
credit facility. The Company applied the cash proceeds received as part of the Pembina Disposition in April 2025
as well as the proceeds received upon the sale of all of our InPlay Shares in August 2025 to our syndicated credit
facility which led to the reduction.

Liquidity

The Company has a reserve-based syndicated credit facility with a borrowing limit of $235.0 million and senior
unsecured notes totaling $175.0 million at December 31, 2025, due in December 2030. For further details on the
Company’s debt instruments please refer to the “Financing” section of this MD&A.

The Company actively manages our debt portfolio and considers opportunities to reduce or diversify our debt capital
structure. In December 2025, we refinanced our existing senior unsecured notes, which provided additional term to
our debt structure and additional proceeds, which we used to largely pay down our syndicated credit facility and
increase the overall liquidity of the Company. Management contemplates both operating and financial risks and
takes action as appropriate to limit the Company’s exposure to certain risks. Management maintains close
relationships with the Company’s lenders and agents to monitor credit market developments. These actions and
plans aim to increase the likelihood of maintaining the Company’s financial flexibility and an appropriate capital
program, supporting the Company’s ongoing operations and ability to execute longer-term business strategies.

Investment in InPlay

In April 2025, the Company closed the Pembina Disposition. As part of the consideration, the Company received
9,139,784 InPlay Shares. InPlay paid a cash dividend of $0.09 per common share per month, resulting in the
Company receiving $3.3 million in 2025. The dividend income received from InPlay was recorded within Other
Income.

Subsequently in August 2025, the Company sold all of our InPlay Shares for total proceeds of $91.4 million and
recorded a $15.2 million gain on the sale within Other Income.
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Financial Instruments

Obsidian Energy had the following financial instruments outstanding as at December 31, 2025. Fair values are
determined using external counterparty information, which is compared to observable market data. The Company
limits our credit risk by executing counterparty risk procedures which include transacting only with institutions within
our syndicated credit facility or companies with high credit ratings, and by obtaining financial security in certain
circumstances.

Commodity contracts

Notional
Volume Price Fair value
(mcf/d) Remaining Term (C$/mcf) (millions)

Natural Gas

AECO Swap 26,540 January 2026 - March 2026  $ 330 $ 1.0
AECO Swap 29,384 April 2026 - October 2026 2.81 25
AECO Swap 1,896 November 2026 - March 2027 $ 373 $ 0.1
Total natural gas $ 3.6
Total $ 3.6

The components of risk management within Income on the Consolidated Statements of Income (Loss) are as
follows:

Year ended
December 31
(millions) 2025 2024
Realized
Settlement of oil contracts gain (loss) $ (0.6) $ 1.9
Settlement of natural gas contracts gain 7.9 19.7
Total realized risk management gain $ 73 § 21.6
Unrealized
Oil contracts gain (loss) $ (3.3) $ 3.3
Natural gas contracts loss (0.2) (8.5)
Total unrealized risk management loss (3.5) (5.2)
Risk management gain $ 38 % 16.4

Prepaid Equity Forward Contracts

Obsidian Energy is exposed to equity price risk on our common share price in relation to our share-based
compensation plans. Given the value of our share-based compensation plans fluctuates based on the Company’s
common share price on the TSX at each period end date, beginning in Q3 2025, the Company began mitigating
this exposure by entering into equity forward contracts. Unrealized and realized gains/losses on our equity forward
contracts for the period are recorded through share-based compensation.
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Share Fair value

Volume Remaining Term Price (C$)  (millions)

Equity
Equity Forward Contract 720,000 September 2028 $ 889 $ 6.1
Equity Forward Contract 1,300,000 October 2028 8.72 10.9
Equity Forward Contract 550,000 November 2028 8.43 4.6
Equity Forward Contract 715,000 December 2028 8.31 6.0
Equity Forward Contract 55,000 January 2029 $ 844 $ 0.5
Total $ 28.1

(1) The Company can settle the contract, or a portion of the contract, at any time.

Refer to the Business Environment section above for a full list of hedges currently outstanding including contracts
that were entered into subsequent to December 31, 2025.

Based on commodity prices and equity contracts in place at December 31, 2025, the Company notes the following
sensitivities:

. a $0.10 change in the price per mcf of natural gas would change pre-tax unrealized risk management
by $0.9 million; and

. a 10 per cent change in our share price would change pre-tax unrealized risk management by $2.9
million.

Sensitivity Analysis

Estimated sensitivities to selected key assumptions on funds flow from operations for the 12 months subsequent to
the date of this MD&A, including risk management contracts entered into to date, are based on forecasted results.

Impact on funds flow from operations ("

Change of: Change $ millions $/share
WTI - Price per barrel of liquids WTI US$1.00 8.9 0.13
WCS - Price per barrel of liquids WCS US$1.00 54 0.08
Liquids production 1,000 bbl/day 19.6 0.29
Price per mcf of natural gas AECO $0.10 0.6 0.01
Natural gas production 1 mmcf/day 0.7 0.01
Effective interest rate 1% 0.2 -
Exchange rate ($US per $CAD) $ 0.01 4.0 0.06

(1) Non-GAAP financial measure or non-GAAP ratio. See “Non-GAAP and Other Financial Measures”.
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Contractual Obligations and Commitments
Obsidian Energy is committed to certain payments over the next five calendar years and thereafter as follows:

2026 2027 2028 2029 2030 Thereafter Total

Long-term debt (") $ - $ 90 $ - % - $ 1750 $ - $ 184.0
Transportation 16.9 14.5 12.0 12.1 57 - 61.2
Interest obligations 14.7 14.4 14.2 14.2 14.2 - 71.7
Lease liability 3.3 29 2.1 1.5 1.5 18.5 29.8
Decommissioning liability ? 8.9 12.2 115 10.9 10.3 53.4 107.2
Total $ 438 $ 530 $ 398 $ 387 $ 2067 $ 71.9 § 453.9

(1) The 2027 figure includes our syndicated credit facility which has a term-out date of May 2027. The 2030 figure includes our senior unsecured
notes due in December 2030. Refer to the Financing section above for further details. Historically, the Company has successfully renewed
its syndicated credit facility.

(2) These amounts represent the inflated, discounted future reclamation and abandonment costs that are expected to be incurred over the life
of the Company's properties.

At December 31, 2025, the Company had an aggregate of $175.0 million in senior unsecured notes maturing in
December 2030. Also, the revolving period of our syndicated credit facility is May 31, 2026, with a term out period
to May 31, 2027. In the future, if the Company is unsuccessful in renewing or replacing the syndicated credit facility
or obtaining alternate funding for some or all of the maturing amounts of the senior unsecured notes, it is possible
that we could be required to seek other sources of financing, including other forms of debt or equity arrangements
if available. Please see the Financing section of this MD&A for further details regarding our outstanding debt
instruments.

The Company is involved in various litigation and claims in the normal course of business and records provisions
for claims as required.

Equity Instruments

Common shares issued:

As at December 31, 2025 67,274,326
Issuance under stock option and restricted and performance share unit plans 32,625
As at February 18, 2026 67,306,951
Options outstanding:
As at December 31, 2025 1,978,228
Exercised (29,980)
Forfeited (8,130)
As at February 18, 2026 1,940,118
RSUs outstanding:
As at December 31, 2025 1,417,152
Granted 13,670
Vested (5,761)
Forfeited (10,289)
As at February 18, 2026 1,414,772
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Fourth Quarter Highlights
Key financial and operational results for the fourth quarter were as follows:

Three months ended December 31

2025 2024 % change
Financial (millions, except per share or per boe amounts)
Production revenues $ 123.8 $ 213.6 (42)
Cash flow from operating activities 42.6 115.0 (63)
Basic per share () 0.63 1.55 (59)
Diluted per share (" 0.62 1.49 (59)
Funds flow from operations 56.6 107.7 47)
Basic per share @ 0.84 1.45 (42)
Diluted per share ©® 0.82 1.39 41)
Net loss (12.3) (284.8) N/A
Basic per share (0.18) (3.83) N/A
Diluted per share (0.18) (3.83) N/A
Capital expenditures 65.0 84.1 (23)
Decommissioning expenditures 10.3 3.5 194
G&A per boe " $ 198 $ 1.39 43
Operations
Daily production
Light oil (bbl/d) 5,443 13,271 (59)
Heavy oil (bbl/d) 12,782 11,621 10
NGLs (bbl/d) 2,037 3,176 (36)
Natural gas (mmcf/d) 46 72 (36)
Total production (boe/d) 27,971 40,119 (30)
Average sales price () @
Light oil (CAD$/bbl) $ 7530 $ 96.95 (22)
Heavy oil (CAD$/bbl) 59.10 67.70 (13)
NGLs (CAD$/bbl) 35.33 44.27 (20)
Total liquids (CAD$/bbl) 61.07 78.88 (23)
Natural gas (CAD$/mcf) $ 238 §$ 1.53 56
Netback per boe
Sales price $ 4817 $ 57.94 (17)
Realized risk management gain 2,75 1.62 70
Royalties (4.81) (7.85) (39)
Transportation (5.28) (4.55) 16
Net operating costs ©) (15.19) (13.91) 9
Netback $ 2564 $ 33.25 (23)

) Supplementary financial measure. See Non-GAAP and Other Financial Measures".
) Non-GAAP financial measure. See "Non-GAAP and Other Financial Measures".
(3) Non-GAAP ratio. See "Non-GAAP and Other Financial Measures".

) Excludes the impact of realized hedging gains or losses.
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Financial

In Q4 2025, production revenues and funds flow from operations decreased from Q4 2024 as a result of lower
realized oil prices and lower production volumes due to the Pembina Disposition in Q2 2025.

The net loss in Q4 2025 was primarily due to lower realized oil prices.

Operations

Capital expenditure activities continued across our Peace River and Willesden Green assets with the drilling of 5
(5.0 net) producing wells and 2 (2.0 net) injector wells in Peace River, and 6 (6.0 net) producing wells in Willesden
Green, including 2 (2.0 net) wells in the Belly River formation. The Company continued to advance waterflood
initiatives in the Peace River area and brought two pilots on-line.

Production in Q4 2025 decreased from the comparable period in 2024 as a result of the Pembina Disposition in Q2
2025. In December 2025, operations were impacted by extreme cold weather and significant snow in Peace River
restricting our ability to truck production to sales points. Average production within the Company’s key development
areas was as follows:

Three months ended December 31

Daily production (boe/d) ™ 2025 2024 % change
Willesden Green 12,968 25,621 (49)
Peace River 13,741 12,280 12
Viking 1,025 1,905 (46)
Legacy 237 313 (24)
Total 27,971 40,119 (30)

(1) Refer to “Supplemental Production Disclosure” for details by product type.
Netbacks

Netbacks decreased from Q4 2024 mainly due to lower oil prices and higher transportation costs associated with a
larger Peace River production base. Net operating costs were higher in Q4 2025 than in Q4 2024 due to increased
emulsion trucking costs and processing fees due to our expanded Peace River operations. Late in the fourth quarter
of 2025, our Peace River operations were negatively impacted by extreme cold weather and significant snowfall
which resulted in higher repair & maintenance activity.

WTI prices decreased in Q4 2025, settling at US$57.87 per barrel in December which was the lowest monthly
average of 2025. Concerns over a surplus of supply in the market and continued discussions on tariffs were the
main drivers in the decline. For Q4 2025, WTI averaged US$59.14 per barrel.

In Q4 2025, WCS differentials continued to be narrow due to the added export capacity from the TMX pipeline
expansion. In Q4 2025, the WCS differential averaged US$11.19 per bbl while the MSW differential averaged
US$4.25 per bbl.

In Alberta, AECO 5A prices for Q4 2025 averaged $2.23 per mcf, up from $0.60 per mcf in Q3 2025. AECO prices
closed the year higher, with increased demand and additional LNG takeaway coming online.
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Non-GAAP financial measure reconciliations — Q4

A reconciliation from production revenues to sales and gross revenues for the fourth quarter is as follows:

Three months ended
December 31

(millions) 2025 2024
Production revenues $ 1238 $ 213.6
Sales of commodities purchased from third parties 04 1.2
Less: Commodities purchased from third parties (0.3) (1.0)
Sales " 123.9 213.8
Realized risk management gain 71 6.0
Gross revenues () $ 1310 § 219.8

(1) Non-GAAP financial measure. See "Non-GAAP and Other Financial Measures".
(2) Relates to realized risk management gains on commaodity contracts.

A reconciliation of operating costs to net operating costs for the fourth quarter are as follows:

Three months ended
December 31

(millions) 2025 2024
Operating costs $ 435 3 56.0
Less processing fees (3.0) (2.9)
Less road use recoveries (1.5) (2.5)
Add realized power risk management loss - 0.6
Net operating costs (") $ 390 3 51.2

(1) Non-GAAP financial measure. See “Non-GAAP and Other Financial Measures”.
A reconciliation of sales to netback for the fourth quarter on an absolute dollar basis are as follows:

Three months ended
December 31

(millions) 2025 2024
Netback:
Sales (M ©®) $ 1239 $ 213.8
Risk management gain @ 71 6.0
Royalties (12.4) (29.0)
Transportation (13.6) (16.8)
Net operating costs ©) (39.0) (51.2)
Netback ® $ 660 $ 122.8

(1) Includes the impact of commodities purchased and sold to/from third parties of $0.1 million (2024 — $0.2 million).
(2) Realized risk management gains and losses on commodity contracts.
(3) Non-GAAP financial measures. See "Non-GAAP and Other Financial Measures".
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Supplemental Production Disclosure

Outlined below is production by product type for each area and in total for the periods indicated:

Three months ended December 31

Year ended December 31

Daily production (boe/d) 2025 2024 2025 2024
Willesden Green ()

Light oil (bbl/d) 4,949 12,108 6,666 11,919
Heavy oil (bbl/d) - 63 24 61
NGLs (bbl/d) 1,955 3,081 2,227 2,978
Natural gas (mmcf/d) 36 62 43 62
Total production (boe/d) 12,968 25,621 16,157 25,320
Peace River

Light oil (bbl/d) - - 3 -
Heavy oil (bbl/d) 12,672 11,423 11,948 8,821
NGLs (bbl/d) 20 9 16 11
Natural gas (mmcf/d) 6 5 6 4
Total production (boe/d) 13,741 12,280 12,927 9,503
Viking

Light oil (bbl/d) 438 1,088 611 1,477
Heavy oil (bbl/d) 91 99 83 95
NGLs (bbl/d) 37 63 a1 64
Natural gas (mmcf/d) 3 4 3 4
Total production (boe/d) 1,025 1,905 1,258 2,322
Legacy

Light oil (bbl/d) 56 75 60 67
Heavy oil (bbl/d) 19 36 25 39
NGLs (bbl/d) 25 23 24 24
Natural gas (mmcf/d) 1 1 1 2
Total production (boe/d) 237 313 282 329
Total

Light oil (bbl/d) 5,443 13,271 7,340 13,463
Heavy oil (bbl/d) 12,782 11,621 12,080 9,016
NGLs (bbl/d) 2,037 3,176 2,308 3,077
Natural gas (mmcf/d) 46 72 53 72
Total production (boe/d) 27,971 40,119 30,624 37,474

(1) Area was previously referred to as Cardium. On April 7, 2025, the Company closed the Pembina Disposition. Production associated with

the Pembina Assets averaged approximately 11,000 boe/d in Q1 2025.
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Reconciliation of Cash flow from operating activities to Funds flow from operations

Dec. 31 Sep. 30 Jun. 30 Mar. 31 Dec. 31 Sep. 30 Jun. 30 Mar. 31

Three months ended 2025 2025 2025 2025 2024 2024 2024 2024
Cash flow from operating activities $ 426 $ 454 $ 552 $ 967 $ 1150 $ 1103 $ 779 $ 587
Change in non-cash working capital (17.5) (11.6) 4.3 (5.8) (13.5) 6.1 29.7 13.4
Decommissioning expenditures 10.3 7.9 4.0 6.6 3.5 6.3 4.0 101
Equity forward contracts 21.3 7.4 - - - - - -
Onerous office lease settlements - - - 0.7 23 2.2 2.2 2.3
Deferred financing costs (0.3) (0.4) (0.6) (0.4) (0.5) (0.6) (0.6) (0.6)
Restructuring 0.1 0.1 0.7 0.1 - - - -
Transaction costs 0.1 0.9 2.2 2.2 - - 1.4 -
Other expenses - - - - 0.9 0.4 0.6 0.5
Funds flow from operations $ 566 $ 497 $ 658 $ 1001 $ 107.7 $ 1247 $ 1152 $ 844

Evaluation of Disclosure Controls and Procedures

The Company’s disclosure controls and procedures are designed to provide reasonable assurance that information
required to be disclosed by the Company in our annual filings, interim filings or other reports filed or submitted by
us under securities legislation is recorded, processed, summarized and reported within the time periods specified
in such securities legislation. They include controls and procedures designed to ensure that information required to
be disclosed by the Company in our annual filings, interim filings or other reports that we file or submit under
applicable securities legislation is accumulated and communicated to the Company’s management, including our
President and Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding
required disclosure.

An internal evaluation was carried out by management under the supervision and with the participation of the
Company’s President and Chief Executive Officer and Chief Financial Officer of the effectiveness of Obsidian
Energy’s disclosure controls and procedures as defined in Rule 13a-15 under the US Securities Exchange Act of
1934 (the “Exchange Act”) and as defined in Canada by National Instrument 52-109 — Certification of Disclosure in
Issuers’ Annual and Interim Filings (“NI 52-109”) as at December 31, 2025. Based on that evaluation, the President
and Chief Executive Officer and the Chief Financial Officer concluded that as at December 31, 2025 the disclosure
controls and procedures were effective.

Management’s Report on Internal Control over Financial Reporting

Internal control over financial reporting (“ICFR”) is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with IFRS. Obsidian Energy’s management, including our President and Chief Executive Officer and Chief Financial
Officer, is responsible for establishing and maintaining adequate ICFR, as such term is defined in Rule 13a-15
under the Exchange Act and as defined in Canada by NI 52-109. A material weakness in the Company’s ICFR
exists if a deficiency, or a combination of deficiencies, in our ICFR is such that there is a reasonable possibility that
a material misstatement of our annual financial statements or interim financial reports will not be prevented or
detected on a timely basis.

An internal evaluation was carried out by management under the supervision and with the participation of the
Company’s President and Chief Executive Officer and Chief Financial Officer of the effectiveness of the Company’s
ICFR as at December 31, 2025. The assessment was based on the framework in Internal Control — Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).
Based on that evaluation, the President and Chief Executive Officer and the Chief Financial Officer concluded that
as at December 31, 2025 the Company’s ICFR was effective.

The effectiveness of the Company’s ICFR as at December 31, 2025, has been audited by KPMG LLP, independent

registered public accounting firm, as stated in their attestation report which appears with the audited financial
statements.

MANAGEMENT’S DISCUSSION AND ANALYSIS TABLE OF CONTENTS OBSIDIAN ENERGY 2025 23



24

Changes in Internal Control Over Financial Reporting

Obsidian Energy’s senior management has evaluated whether there were any changes in the Company's ICFR that
occurred during the period beginning on October 1, 2025 and ending on December 31, 2025 that have materially
affected, or are reasonably likely to materially affect, the Company's ICFR. No changes to the Company’s ICFR
were made during the quarter.

Off-Balance-Sheet Financing

Obsidian Energy has off-balance-sheet financing arrangements consisting of operating leases. The operating lease
payments are summarized in the Contractual Obligations and Commitments section.

Critical Accounting Estimates

Obsidian Energy’s material accounting policies are detailed in Note 3 to our audited consolidated Financial
Statements. In the determination of financial results, Obsidian Energy must make certain critical accounting
estimates as follows:

Decommissioning Liability

The decommissioning liability is the present value of the Company’s future statutory, contractual, legal or
constructive obligations to retire long-lived assets including wells, facilities and pipelines. The liability is recorded
on the balance sheet with a corresponding increase to the carrying amount of the related asset. The recorded
liability increases over time to its future liability amount through accretion charges to income. Revisions to the
estimated amount or timing of the obligations are reflected as increases or decreases to the recorded
decommissioning liability. Actual decommissioning expenditures are charged to the liability to the extent of the then-
recorded liability. Amounts capitalized to the related assets are amortized to income consistent with the depletion
or depreciation of the underlying asset. Note 8 to Obsidian Energy’s audited consolidated Financial Statements
details the impact of these accounting standards.

Deferred Tax

Deferred taxes are recorded based on the liability method of accounting whereby temporary differences are
calculated assuming financial assets and liabilities will be settled at their carrying amount. Deferred taxes are
computed on temporary differences using substantively enacted income tax rates expected to apply when future
income tax assets and liabilities are realized or settled.

A deferred income tax asset is recognized to the extent that it is probable that future taxable income will be available
against which the deductible temporary differences can be utilized. Deferred income tax assets are reviewed at
each reporting date and are not recognized until such time that it is probable that the related tax benefit will be
realized.

Depletion and Impairments

Costs of developing oil and natural gas reserves are capitalized and depleted against associated oil and natural
gas production using the unit-of-production method based on the estimated proved plus probable reserves with
forecast commodity pricing.

All the Company’s reserves were evaluated by GLJ Ltd., an independent, qualified reserve evaluation engineering
firm. Obsidian Energy’s reserves are determined in compliance with National Instrument 51-101 - Standards of
Disclosure for Oil and Gas Activities. The evaluation of oil and natural gas reserves is, by its nature, based on
complex extrapolations and models as well as other significant engineering, reservoir, capital, pricing and cost
assumptions. Reserve estimates are a key component in the calculation of depletion and are an important
component in determining the recoverable amount in impairment tests. The determination of the recoverable
amount involves estimating the higher of an asset’s fair value less costs to sell or its value-in-use, the latter of which
is based on its discounted future cash flows using an applicable discount rate. To the extent that the recoverable
amount, which could be based in part on its reserves, is less than the carrying amount of property, plant and
equipment, a write-down against income is recorded.
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Financial Instruments

Financial instruments included in the balance sheets consist of accounts receivable, fair values of derivative
financial instruments, current liabilities and long-term debt. The fair values of these financial instruments
approximate their carrying amounts due to the short-term maturity of the instruments, the mark-to-market values
recorded for the financial instruments and the market rate of interest applicable to the bank debt.

Obsidian Energy’s revenues from the sale of oil, natural gas liquids and natural gas are directly impacted by changes
to the underlying commodity prices. To manage our planned capital program to within funds flows from operations,
financial instruments including swaps and collars may be utilized from time to time.

Substantially all the Company’s accounts receivable are with customers in the oil and natural gas industry and are
subject to normal industry credit risk. Obsidian Energy may, from time to time, use various types of financial
instruments to reduce its exposure to fluctuating oil and natural gas prices, electricity costs, exchange rates and
interest rates. The use of these financial instruments exposes us to credit risks associated with the possible non-
performance of counterparties to the derivative contracts. The Company limits this risk by executing counterparty
risk procedures which include transacting only with financial institutions who are members of its credit facility or
those with high credit ratings as well as obtaining security in certain circumstances.

Non-GAAP and Other Financial Measures

Throughout this MD&A and in other materials disclosed by the Company, we employ certain measures to analyze
financial performance, financial position, and cash flow. These non-GAAP and other financial measures do not have
any standardized meaning prescribed by IFRS and therefore may not be comparable to similar measures provided
by other issuers. The non-GAAP and other financial measures should not be considered to be more meaningful
than GAAP measures which are determined in accordance with IFRS, such as net income (loss) and cash flow
from operating activities, as indicators of our performance.

Non-GAAP Financial Measures

“Free cash flow” is funds flow from operations less both capital and decommissioning expenditures and the
Company believes it is a useful measure to determine and indicate the funding available to Obsidian Energy for
investing and financing activities, including the repayment of debt, reallocation to existing areas of operation,
deployment into new ventures and return of capital to shareholders. See “Cash flow from Operating Activities, Funds
Flow from Operations and Free Cash Flow” above for a reconciliation of free cash flow to cash flow from operating
activities, being our nearest measure prescribed by IFRS.

“Funds flow from operations” is cash flow from operating activities before changes in non-cash working capital,
decommissioning expenditures, equity forward contracts, onerous office lease settlements, the effects of financing
related transactions from foreign exchange contracts and debt repayments, restructuring, transaction costs and
certain other revenues and expenses and is representative of cash related to our underlying operations. Funds flow
from operations is used to assess the Company’s ability to fund our planned capital programs. See “Cash flow from
Operating Activities, Funds Flow from Operations and Free Cash Flow” and "Reconciliation of Cash flow from
operating activities to Funds flow from operations" above for reconciliations of funds flow from operations to cash
flow from operating activities, being our nearest measure prescribed by IFRS.

“Gross revenues” are production revenues including realized risk management gains and losses on commodity
contracts and adjusted for commodities purchased from third parties and sales of commodities purchased from third
parties and is used to assess the cash realizations on commodity sales. See “Results of Operations — Production
Revenues” and "Fourth Quarter Highlights — Non-GAAP financial measure reconciliations — Q4" above for a
reconciliation of gross revenues to production revenues, being our nearest measure prescribed by IFRS.

"Sales” are production revenues plus sales of commodities purchased from third parties less commodities
purchased from third parties and is used to assess the cash realizations on commodity sales before realized risk
management gains and losses. See “Results of Operations — Production Revenues” and "Fourth Quarter Highlights
— Non-GAAP financial measure reconciliations — Q4" above for a reconciliation of gross revenues and sales to
production revenues, being our nearest measure prescribed by IFRS.
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“Net debt” is the total of long-term debt and working capital deficiency and is used by the Company to assess our
liquidity. See “Liquidity and Capital Resources — Net Debt” above for a reconciliation of net debt to long-term debt,
being our nearest measure prescribed by IFRS.

“Net operating costs” are calculated by deducting processing income, road use recoveries and realized gains and
losses on power risk management contracts from operating costs and is used to assess the Company’s cost
position. Processing fees are primarily generated by processing third party volumes at the Company’s facilities. In
situations where the Company has excess capacity at a facility, it may agree with third parties to process their
volumes to reduce the cost of operating/owning the facility. Road use recoveries are a cost recovery for the
Company as we operate and maintain roads that are also used by third parties. Realized gains and losses on power
risk management contracts occur upon settlement of our contracts. See “Results of Operations — Expenses —
Operating” and "Fourth Quarter Highlights - Non-GAAP financial measure reconciliations - Q4" above for a
reconciliation of net operating costs to operating costs, being our nearest measure prescribed by IFRS.

“Netback” is production revenues plus sales of commodities purchased from third parties less commodities
purchased from third parties (sales), less royalties, net operating costs, transportation expenses and realized risk
management gains and losses, and is used in capital allocation decisions and to economically rank projects. See
"Results of Operations — Netbacks" and "Fourth Quarter Highlights — Non-GAAP financial measure reconciliations
— Q4" above for a reconciliation of netbacks to sales and "Results of Operations — Production Revenues" and
"Fourth Quarter Highlights — Non-GAAP financial measure reconciliations — Q4" above for a reconciliation of sales
to production revenues, being our nearest measure prescribed by IFRS.

Non-GAAP Ratios

“Funds flow from operations — basic per share” is comprised of funds flow from operations divided by basic weighted
average common shares outstanding. Funds flow from operations is a non-GAAP financial measure. See “Cash
flow from Operating Activities, Funds Flow from Operations and Free Cash Flow” and “Reconciliation of Cash flow
from operating activities to Funds flow from operations” above.

“Funds flow from operations — diluted per share” is comprised of funds flow from operations divided by diluted
weighted average common shares outstanding. Funds flow from operations is a non-GAAP financial measure. See
“Cash flow from Operating Activities, Funds Flow from Operations and Free Cash Flow” and “Reconciliation of Cash
flow from operating activities to Funds flow from operations” above.

“Net operating costs per bbl”, “Net operating costs per mcf” and “Net operating costs per boe” are net operating
costs divided by weighted average daily production on a per bbl, per mcf or per boe basis, as applicable. Net
operating costs is a non-GAAP financial measure. See “Results of Operations — Expenses — Operating" and "Fourth
Quarter Highlights - Non-GAAP financial measure reconciliations - Q4"above.

“Netback per bbl”, “Netback per mcf’ and “Netback per boe” are netbacks divided by weighted average daily
production on a per bbl, per mcf or per boe basis, as applicable. Management believes that netback per boe is a
key industry performance measure of operational efficiency and provides investors with information that is also
commonly presented by other oil and natural gas producers. Netback is a non-GAAP financial measure. See
“Results of Operations — Netbacks” and "Fourth Quarter Highlights — Non-GAAP financial measure reconciliations
— Q4" above.

"Sales per boe" is sales divided by weighted average daily production on a per boe basis. Sales is a non-GAAP

financial measure. See “Results of Operations — Production Revenues" and "Fourth Quarter Highlights -Non-GAAP
financial measure reconciliations - Q4" above.
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Supplementary Financial Measures

Average sales prices for light oil, heavy oil, NGLs, total liquids and natural gas are supplementary financial
measures calculated by dividing each of these components of production revenues by their respective production
volumes for the periods.

“Cash flow from operating activities — basic per share” is comprised of cash flow from operating activities, as
determined in accordance with IFRS, divided by basic weighted average common shares outstanding.

“Cash flow from operating activities — diluted per share" is comprised of cash flow from operating activities, as
determined in accordance with IFRS, divided by diluted weighted average common shares outstanding.

"G&A gross — per boe" is comprised of general and administrative expenses on a gross basis, as determined in
accordance with IFRS, divided by boe for the period.

"G&A net — per boe" is comprised of general and administrative expenses on a net basis, as determined in
accordance with IFRS, divided by boe for the period.

Oil and Natural Gas Information

Barrels of oil equivalent ("boe") 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 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 oil as compared to natural gas is significantly different from the energy
equivalency conversion ratio of 6:1, utilizing a conversion on a 6:1 basis is misleading as an indication of value.

Abbreviations

Qil Natural Gas
bbl barrel or barrels mcf thousand cubic feet
bbl/d barrels per day mcf/d thousand cubic feet per day
boe barrel of oil equivalent mmcf million cubic feet
boe/d barrels of oil equivalent per day mmcf/d million cubic feet per day
MSW Mixed Sweet Blend mmbtu Million British thermal unit
WTI West Texas Intermediate AECO Alberta benchmark price for natural gas
WCS Western Canadian Select NGL natural gas liquids
LNG liquefied natural gas

NYMEX New York Mercantile Exchange price for natural gas

References to Q1, Q2, Q3 and Q4 are to the three-month periods ended March 31, June 30, September 30 and
December 31, respectively.

Forward-Looking Statements

Certain statements contained in this document constitute forward-looking statements or information (collectively
"forward-looking statements") within the meaning of the "safe harbour" provisions of applicable securities legislation.
In particular, this document contains forward-looking statements pertaining to, without limitation, the following: that
following the Pembina Disposition the Company has a more balanced portfolio of heavy and light oil assets;
expectations that the Company will grow its Clearwater and Bluesky production through further development and
delineation of existing and new fields in the area; the Company's plans to expand its efforts in the Peace River area
in 2026 and beyond; the Company's expectations to grow its light oil assets through ongoing development; the
Company's plans for future development in the Belly River formation; that the pace and level of future development
and growth in both our heavy and light oil assets will be subject to macro-economic environment and the Company's
intention to generate acceptable returns and maintain our financial strength; our expectations regarding our NCIB;
the factors the Company monitors performance based on; that the safety policies, procedures and programs
developed by the Company shall meet or exceed legislative requirements and that all injuries and serious incidents
are reported and investigated accordingly; that the Company is committed to mitigating the environmental impacts
of our operations which includes our programs focusing on stakeholder communication, impact mitigation, resource
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conservation and site abandonment and reclamation; that we are employing a disciplined approach to our plans
given the current volatility in commodity prices, and based on our commodity price forecasts results in a small free
cash flow positive budget for the year (prior to any potential share repurchases) while marginally growing production;
our intention to progress waterflood projects in both the Dawson and Nampa areas; expectations that the Company
will continue to monitor commodity prices and have the operational flexibility to alter its program quickly in response
to commodity prices; expectations in connection with the Company's compliance with environmental and safety
legislation; expectations that the Company will monitor its operations for environmental impacts and allocate capital
to reclamation and other activities to mitigate the impact on the areas in which it operates; how we plan to manage
our debt portfolio; all information disclosed under "Sensitivity Analysis"; our future payment obligations as disclosed
under "Contractual Obligations and Commitments”, and in particular the amount of our decommissioning liability;
that management contemplates both operating and financial risks and takes action as appropriate to limit the
Company’s exposure to certain risks and that management maintains close relationships with the Company's
lenders and agents to monitor credit market developments, and these actions and plans aim to increase the
likelihood of maintaining the Company's financial flexibility and capital program.

With respect to forward-looking statements contained in this document, the Company has made assumptions
regarding, among other things: the duration and impact of tariffs that are currently in effect on goods exported from
or imported into Canada, and that other than the tariffs that are currently in effect, neither the U.S. nor Canada (i)
increases the rate or scope of such tariffs, reenacts tariffs that are currently suspended, or imposes new tariffs, on
the import of goods from one country to the other, including on oil and natural gas, and/or (ii) imposes any other
form of tax, restriction or prohibition on the import or export of products from one country to the other, including on
oil and natural gas; that the Company does not dispose of or acquire material producing properties or royalties or
other interests therein (except as disclosed herein); that regional and/or global health related events will not have
any adverse impact on energy demand and commodity prices in the future; global energy policies going forward,
including the continued ability and willingness of members of OPEC and other nations to agree on and adhere to
production quotas from time to time; our ability to execute our plans as described herein and in our other disclosure
documents and the impact that the successful execution of such plans will have on our Company and our
stakeholders, including our ability to return capital to shareholders and/or further reduce debt levels; future capital
expenditure and decommissioning expenditure levels; expectations and assumptions concerning applicable laws
and regulations, including with respect to environmental, safety and tax matters; future operating costs and G&A
costs and the impact of inflation thereon; future oil, natural gas liquids and natural gas prices and differentials
between light, medium and heavy oil prices and Canadian, WTI and world oil and natural gas prices; future hedging
activities; future oil, natural gas liquids and natural gas production levels; future exchange rates, interest rates and
inflation rates; future debt levels; our ability to execute our capital programs as planned without significant adverse
impacts from various factors beyond our control, including extreme weather events such as wild fires, droughts and
flooding, infrastructure access (including the potential for blockades or other activism) and delays in obtaining
regulatory approvals and third party consents; the ability of the Company's contractual counterparties to perform
their contractual obligations; our ability to obtain equipment in a timely manner to carry out development activities
and the costs thereof; our ability to market our oil and natural gas successfully to current and new customers; our
ability to obtain financing on acceptable terms, including our ability (if necessary) to extend the revolving period and
term out period of our credit facility, our ability to maintain the existing borrowing base under our credit facility, our
ability (if necessary) to replace our syndicated bank facility and our ability (if necessary) to finance the repayment
of our senior unsecured notes on maturity or pursuant to the terms of the underlying agreement; the accuracy of
our estimated reserve volumes; and our ability to add production and reserves through our development and
exploitation activities.

The future acquisition by the Company of the Company's common shares pursuant to its share buyback program
(including through its NCIB), if any, and the level thereof is uncertain. Any decision to acquire common shares of
the Company pursuant to the share buyback program will be subject to the discretion of the board of directors of
the Company and may depend on a variety of factors, including, without limitation, the Company's business
performance, financial condition, financial requirements, growth plans, expected capital requirements and other
conditions existing at such future time including, without limitation, contractual restrictions and satisfaction of the
solvency tests imposed on the Company under applicable corporate law. There can be no assurance of the number
of common shares of the Company that the Company will acquire pursuant to its share buyback program, if any, in
the future.
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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, there can
be no assurance that such expectations will prove to be correct. 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. By their nature, forward-looking
statements involve numerous assumptions, known and unknown risks and uncertainties that contribute to the
possibility that the forward-looking statements contained herein will not be correct, which may cause our 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 risk that (i) the tariffs that are currently in effect on goods exported from or imported
into Canada continue in effect for an extended period of time, the tariffs that have been threatened are implemented,
the tariffs that are currently suspended are reactivated, the rate or scope of tariffs are increased, or new tariffs are
imposed, including on oil and natural gas, (ii) the U.S. and/or Canada imposes any other form of tax, restriction or
prohibition on the import or export of products from one country to the other, including on oil and natural gas, and
(iii) the tariffs imposed or threatened to be imposed by the U.S. on other countries and retaliatory tariffs imposed or
threatened to be imposed by other countries on the U.S., will trigger a broader global trade war which could have a
material adverse effect on the Canadian, U.S. and global economies, and by extension the Canadian oil and natural
gas industry and the Company, including by decreasing demand for (and the price of) oil and natural gas, disrupting
supply chains, increasing costs, causing volatility in global financial markets, and limiting access to financing; the
possibility that we change our budgets (including our capital expenditure budgets) in response to internal and
external factors, including those described herein; the possibility that the Company will not be able to continue to
successfully execute our business plans and strategies in part or in full, and the possibility that some or all of the
benefits that the Company anticipates will accrue to our Company and our stakeholders as a result of the successful
execution of such plans and strategies do not materialize (such as our inability to return capital to shareholders
and/or reduce our debt levels to the extent anticipated or at all); the impact on energy demand and commaodity
prices of regional and/or global health related events, and the responses of governments and the public thereto,
including the risk of energy demand destruction; the risk that there is another significant decrease in the valuation
of oil and natural gas companies and their securities and in confidence in the oil and natural gas industry generally,
whether caused by regional and/or global health related events, the worldwide transition towards less reliance on
fossil fuels and/or other factors; the risk that the financial capacity of the Company's contractual counterparties is
adversely affected and potentially their ability to perform their contractual obligations; the possibility that the
revolving period and/or term out period of our credit facility and the maturity date of our senior unsecured notes is
not extended (if necessary), that the borrowing base under our credit facility is reduced, that the Company is unable
to renew or refinance our credit facilities on acceptable terms or at all and/or finance the repayment of our senior
unsecured notes when they mature on acceptable terms or at all and/or obtain new debt and/or equity financing to
replace our credit facilities and/or senior unsecured notes or to fund other activities; the possibility that we are forced
to shut-in production, whether due to commodity prices decreasing, extreme weather events such as wild fires,
inability to access our properties due to blockades or other activism, or other factors; the risk that OPEC and other
nations fail to agree on and/or adhere to production quotas from time to time that are sufficient to balance supply
and demand fundamentals for oil; general economic and political conditions in Canada, the U.S. and globally, and
in particular, the effect that those conditions have on commodity prices and our access to capital; industry
conditions, including fluctuations in the price of oil, natural gas liquids and natural gas, price differentials for oil and
natural gas produced in Canada as compared to other markets, and transportation restrictions, including pipeline
and railway capacity constraints; fluctuations in foreign exchange, including the impact of the Canadian/U.S. dollar
exchange rate on our revenues and expenses; fluctuations in interest rates, including the effects of interest rates
on our borrowing costs and on economic activity, and including the risk that elevated interest rates cause or
contribute to the onset of a recession; the risk that our costs increase due to inflation, supply chain disruptions,
scarcity of labour and/or other factors, adversely affecting our profitability; unanticipated operating events or
environmental events that can reduce production or cause production to be shut-in or delayed (including extreme
cold during winter months, wild fires, flooding and droughts (which could limit our access to the water we require
for our operations)); the risk that wars and other armed conflicts adversely affect world economies and the demand
for oil and natural gas, including the ongoing war between Russian and Ukraine and/or hostilities in the Middle East
and Venezuela; the possibility that fuel conservation measures, alternative fuel requirements, increasing consumer
demand for alternatives to fossil fuels, government mandates requiring the sale of electric vehicles and/or
electrification of the power grid, and technological advances in fuel economy and renewable energy generation
systems could permanently reduce the demand for oil and natural gas and/or permanently impair the Company's
ability to obtain financing and/or insurance on acceptable terms or at all, and the possibility that some or all of these
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risks are heightened as a result of the response of governments, financial institutions and consumers to regional
and/or global health related events and/or the influence of public opinion and/or special interest groups; the risk that
the Company may not grow its Clearwater and Bluesky production or establish new fields as anticipated; the risk
that the Company's decommissioning liabilities may be greater than anticipated; and the other factors described
under "Risk Factors" in our Annual Information Form and described in our public filings, available in Canada at
www.sedarplus.ca and in the United States at www.sec.gov. Readers are cautioned that this list of risk factors
should not be construed as exhaustive.

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
any forward-looking statements. The forward-looking statements contained in this document are expressly qualified
by this cautionary statement.

This document contains future-oriented financial information and financial outlook information (collectively, "FOFI")
including all information disclosed under "Sensitivity Analysis" which are subject to the same assumptions, risk
factors, limitations, and qualifications as set forth in the above paragraphs. The actual results of operations of the
Company and the resulting financial results will likely vary from the amounts set forth herein and such variation may
be material. The Company and its management believe that the FOFI has been prepared on a reasonable basis,
reflecting management's best estimates and judgments. However, because this information is subjective and
subject to numerous risks, it should not be relied on as necessarily indicative of future results. Except as required
by applicable securities laws, the Company undertakes no obligation to update such FOFI. FOFI contained in this
press release was made as of the date of this press release and was provided for the purpose of providing further
information about the Company's anticipated future business operations. Readers are cautioned that the FOFI
contained in this press release should not be used for purposes other than for which it is disclosed herein.

Additional Information
Additional information relating to Obsidian Energy, including Obsidian Energy’s Annual Information Form, is

available on the Company’s website at www.obsidianenergy.com, on SEDAR+ at www.sedarplus.ca and on
EDGAR at www.sec.gov.
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Report of Independent Registered Public Accounting Firm
To the Shareholders and Board of Directors of Obsidian Energy Ltd.:

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of Obsidian Energy Ltd. (the Company) as of
December 31, 2025 and 2024, the related consolidated statements of income (loss), changes in shareholders' equity,
and cash flows for each of the years then ended, and the related notes (collectively, the consolidated financial
statements). In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2025 and 2024, and the financial performance and its cash flows for
each of the years then ended, in conformity with International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB), the Company's internal control over financial reporting as of December 31, 2025, based on criteria
established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations
of the Treadway Commission, and our report dated February 18, 2026 expressed an unqualified opinion on the
effectiveness of the Company's internal control over financial reporting.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company's management. Our responsibility is
to express an opinion on these consolidated financial statements based on our audits. We are a public accounting
firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with
the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission
and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of
material misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks
of material misstatement of the consolidated financial statements, whether due to error or fraud, and performing
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the
amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the accounting
principles used and significant estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matters communicated below are matters arising from the current period audit of the consolidated
financial statements that communicated or required to be communicated to the audit committee and that: (1) relate
to accounts or disclosures that are material to the consolidated financial statements and (2) involved our especially
challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any way
our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the critical
audit matters below, providing separate opinions on the critical audit matters or on the accounts or disclosures to
which they relate.

Assessment of the recoverable amount of the Willesden Green and Peace River cash generating units (“CGUSs”)

As discussed in Note 3 and Note 4 to the consolidated financial statements, the Company concluded that an indicator
of impairment was present related to the Company’s Willesden Green and Peace River CGUs. The determination of
recoverable amount of a CGU involves numerous estimates, including cash flows associated with estimated proved
and probable oil and gas reserves of the CGU (CGU reserves cash flows) and the discount rate. The estimation of
CGU reserves cash flows in the reserve report involves the expertise of independent reserves evaluators, who take
into consideration assumptions related to forecasted production volumes, royalty, operating and capital costs and
commodity prices (collectively, reserve report assumptions). The Company engages independent reserves
evaluators to estimate CGU reserves cash flows.

We identified the assessment of the recoverable amount of the Willesden Green and Peace River CGUs as a critical
audit matter. Changes in the reserve report assumptions and the discount rate could have had a significant impact
on the estimate of the recoverable amount of the CGUs. Complex auditor judgment was required to evaluate the
Company’s estimate of the CGUs reserves cash flows, the related reserve report assumptions, and the discount
rates, which were inputs into the determination of the recoverable amount of the Willesden Green and Peace River
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CGUs. Additionally, the evaluation of the recoverable amount required the involvement of valuation professionals
with specialized skills and knowledge.

The following are the primary procedures we performed to address this critical audit matter. We evaluated the design
and tested the operating effectiveness of certain internal controls related to the critical audit matter. This included
controls related to the Company’s determination of the recoverable amounts of the Willesden Green and Peace River
CGUs and controls over the determination of the reserve report assumptions, the resulting CGU reserves cash flows,
and the determination of the discount rates. We evaluated the competence, capabilities and objectivity of the
independent reserves evaluators engaged by the Company. We evaluated the methodology used by the independent
reserves evaluators to estimate the CGUs reserves cash flows for compliance with the applicable regulatory
standards. We compared the 2025 actual production volumes, royalty, operating and capital costs for the Company
to those assumptions used in the prior year estimate of proved reserves to assess the Company’s ability to accurately
forecast. We assessed the forecasted commodity prices used in the estimate of the CGUs reserves cash flows by
comparing them to those published by other reserve engineering companies. We assessed the forecasted production
volumes and forecasted royalty, operating and capital costs assumptions used in the current year estimate of the
CGUs reserves cash flows by comparing them to historical results. We involved valuation professionals with
specialized skills and knowledge, who assisted in evaluating the Company’s discount rates by comparing the inputs
to the discount rates against publicly available market data for comparable assets and entities and assessing the
resulting discount rates. The valuation professionals were involved in testing the estimate of the recoverable amount
of the Willesden Green and Peace River CGUs using the CGUs reserves cash flows and the discount rates, and
comparing the result to the Company’s estimate of the recoverable amount.

Assessment of the impact of estimated oil and gas reserves on depletion expense

As discussed in Note 3d(ii) to the consolidated financial statements, the Company depletes its oil and gas properties
using the unit-of-production method by depletable area. Except for capitalized costs of components with a useful life
shorter than the reserve life of the associated property, capitalized costs for resource properties are depleted using
the unit-of-production method based on production volumes before royalties in relation to total proved and probable
oil and natural gas reserves by depletable area (area reserves). As discussed in Note 4 to the consolidated financial
statements, the Company recorded depletion expense related to oil and gas assets and facilities of $177.9 million for
the year ended December 31, 2025. The estimation of area reserves requires the expertise of independent reserves
evaluators who take into consideration reserve report assumptions. The Company engages independent reserves
evaluators to estimate area reserves.

We identified the assessment of the impact of estimated area reserves on depletion expense related to oil and gas
assets and facilities as a critical audit matter. Changes in assumptions used to estimate area reserves could have
had a significant impact on the calculation of depletion expense. Complex auditor judgment was required in evaluating
the area reserves, and the related reserve report assumptions, which were used in the calculation of depletion
expense.

The following are the primary procedures we performed to address this critical audit matter. We evaluated the design
and tested the operating effectiveness of certain internal controls related to the critical audit matter. This included
controls related to the calculation of depletion expense and the estimation of area reserves and the underlying
reserves report assumptions. We assessed the calculation of depletion expense for compliance with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB). We
evaluated the competence, capabilities and objectivity of the independent reserves evaluators engaged by the
Company. We evaluated the methodology used by the independent reserves evaluators to estimate area reserves
for compliance with regulatory standards. We compared 2025 actual production volumes, royalty, operating and
capital costs for the Company to those assumptions used in the prior year estimate of proved reserves to assess the
Company’s ability to accurately forecast. We assessed the forecasted commodity prices used in the estimate of
reserves by comparing them to those published by other reserves engineering companies. We assessed the
forecasted production volumes and forecasted royalty, operating and capital costs assumptions used in the estimate
of the area reserves by comparing them to historical results.

signed “KPMG LLP”

Chartered Professional Accountants
We have served as the Company’s auditor since 2021.
Calgary, Canada

February 18, 2026
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Report of Independent Registered Public Accounting Firm
To the Shareholders and Board of Directors of Obsidian Energy Ltd.:

Opinion on Internal Control Over Financial Reporting

We have audited Obsidian Energy Ltd.’s (the Company) internal control over financial reporting as of December 31,
2025, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission. In our opinion, the Company maintained, in all material
respects, effective internal control over financial reporting as of December 31, 2025, based on criteria established in
Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the
Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB), the consolidated balance sheets of the Company as of December 31, 2025 and 2024, the related
consolidated statements of income (loss), changes in shareholders' equity, and cash flows for each of the years then
ended, and the related notes (collectively, the consolidated financial statements), and our report dated February 18,
2026 expressed an unqualified opinion on those consolidated financial statements.

Basis for Opinion

The Company's management is responsible for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the
Company's internal control over financial reporting based on our audit. We are a public accounting firm registered
with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects. Our audit of internal control over financial reporting included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
audit also included performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

signed “KPMG LLP”

Chartered Professional Accountants
Calgary, Canada

February 18, 2026
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Consolidated Balance Sheets

Obsidian Energy Ltd.

As at December 31

(CAD millions) Note 2025 2024
Assets
Current
Accounts receivable 9 $ 561 $ 88.0
Risk management 9 23.0 8.4
Prepaid expenses and other 11.0 12.0
Assets held for sale 5 - 383.7
90.1 4921
Non-current
Property, plant and equipment 4 1,494.5 1,349.2
Risk management 9 8.7 -
Deferred income tax 11 261.5 273.3
1,764.7 1,622.5
Total assets $ 1,854.8 $ 2,114.6
Liabilities and Shareholders’ Equity
Current
Bank overdraft $ 04 3 0.5
Accounts payable and accrued liabilities 155.0 175.8
Current portion of long-term debt 6 - 3.0
Current portion of lease liabilities 7 33 2.1
Current portion of provisions 8 8.9 204
Risk management 9 - 1.3
Liabilities related to assets held for sale 5 - 72.2
167.6 275.3
Non-current
Long-term debt 6 179.9 3324
Lease liabilities 7 16.2 4.5
Provisions 8 98.3 96.0
Other non-current liabilities 1.2 0.6
463.2 708.8
Shareholders’ equity
Shareholders’ capital 12 2,084.8 2,135.2
Other reserves 12 109.6 108.6
Deficit (802.8) (838.0)
1,391.6 1,405.8
Total liabilities and shareholders’ equity $ 1,854.8 $ 2,114.6

Subsequent event (Note 9)
Commitments and contingencies (Note 17)

See accompanying notes to the consolidated financial statements.

Approved on behalf of the Board of Directors of Obsidian Energy Ltd.:

“signed” “signed”
Gordon M. Ritchie Raymond D. Crossley
Chair Director
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Obsidian Energy Ltd.
Consolidated Statements of Income (Loss)

Year ended December 31

(CAD millions, except per share amounts) Note 2025 2024
Production revenues 10 $ 599.8 $ 817.5
Processing fees 10 10.1 12.4
Royalties (73.2) (106.5)
Sales of commodities purchased from third parties 4.1 7.8

540.8 731.2
Other income 10 26.7 8.6
Risk management gain 9 3.8 16.4
571.3 756.2

Expenses
Operating 19 183.5 208.7
Transportation 53.4 57.9
Commodities purchased from third parties 34 6.5
General and administrative 19 20.6 20.5
Share-based compensation 13 11.7 8.2
Depletion, depreciation and impairment 4 203.2 662.4
Financing 6 421 52.2
Risk management 9 - 1.1
Restructuring 1.0 -
Transaction costs 54 14
Other - 2.4

524.3 1,021.3

Income (loss) before taxes 47.0 (265.1)
Deferred income tax (recovery) 11 11.8 (62.5)

Net and comprehensive income (loss) $ 352 % (202.6)

Net income (loss) per share
Basic $ 051 $ (2.67)
Diluted $ 049 $ (2.67)

Weighted average shares outstanding (millions)

Basic 14 69.4 76.0
Diluted 14 71.8 76.0

See accompanying notes to the consolidated financial statements.
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Obsidian Energy Ltd.
Consolidated Statements of Cash Flows

Year ended December 31

(CAD millions) Note 2025 2024
Operating activities
Net income (loss) $ 352 $ (202.6)
Depletion, depreciation and impairment 4 203.2 662.4
Financing 6 20.0 20.3
Share-based compensation 13 8.3 8.2
Unrealized risk management loss 9 3.5 4.7
Unrealized equity forward contract loss 9 0.6 -
Gain on share disposition 10 (15.2) -
Deferred income tax (recovery) 11 11.8 (62.5)
Decommissioning expenditures 8 (28.8) (23.9)
Equity forward contracts 9 (28.7) -
Onerous office lease settlements 8 (0.7) (9.0)
Change in non-cash working capital 15 30.6 (35.7)
239.8 361.9
Investing activities
Capital expenditures 4 (298.9) (343.1)
Property acquisitions 4 (0.3) (83.4)
Property dispositions 4 208.3 -
Proceeds from share disposition 10 914 -
Change in non-cash working capital 15 (17.7) (4.0)
(17.2) (430.5)
Financing activities
Increase (decrease) in syndicated credit facility 6 (216.0) 117.5
Issuance of senior unsecured notes 6 175.0 -
Issuance of term loan - 50.0
Repayment of term loan - (50.0)
Repayment of senior unsecured notes 6 (117.7) (3.2)
Financing fees paid (4.1) (1.8)
Lease liabilities settlements 7 (2.1) (2.0)
Exercised compensation plans (2.0) (1.2)
Repurchase of common shares 12 (54.9) (41.7)
Tax paid on repurchase of common shares (0.7) -
(222.5) 67.6
Change in cash and cash equivalents 0.1 (1.0)
Cash and cash equivalents (overdraft), beginning of year (0.5) 0.5
Cash and cash equivalents (overdraft), end of year $ (04) $ (0.5)
Supplementary information
Cash interest paid $ 220 $ 32.1

See accompanying notes to the consolidated financial statements.
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Obsidian Energy Ltd.
Statements of Changes in Shareholders’ Equity

Shareholders’ Other
(CAD millions) Note Capital Reserves Deficit Total
Balance at January 1, 2025 $ 21352 $ 1086 $ (838.0) $1,405.8
Net and comprehensive income - - 35.2 35.2
Share-based compensation 13 - 8.3 - 8.3
Issued on exercise of equity compensation plans 12 54 (7.3) - (1.9)
Repurchase of common shares for cancellation 12 (54.9) - - (54.9)
Tax on repurchases of common shares 12 (0.9) - - (0.9)
Balance at December 31, 2025 $ 2,0848 $ 109.6 $ (802.8) $1,391.6

Shareholders’ Other
(CAD millions) Note Capital Reserves Deficit Total
Balance at January 1, 2024 $ 21751 $ 1041 $ (6354) $1,643.8
Net and comprehensive loss - - (202.6) (202.6)
Share-based compensation 13 - 8.2 - 8.2
Issued on exercise of equity compensation plans 12 2.5 (3.7) - (1.2)
Repurchase of common shares for cancellation 12 (41.7) - - (41.7)
Tax on repurchases of common shares 12 (0.7) - - (0.7)
Balance at December 31, 2024 $ 21352 $ 1086 $ (838.0) $1,405.8
See accompanying notes to the consolidated financial statements.
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Notes to the Consolidated Financial Statements
(All tabular amounts are in millions of Canadian dollars ("CAD") except numbers of common shares, per share
amounts, percentages and various figures in Note 9)

1. Structure of Obsidian Energy

Obsidian Energy Ltd. (“Obsidian Energy”, the “Company”, “we”, “us” or “our”) is an exploration and production
company and is governed by the laws of the Province of Alberta, Canada. The Company's registered office is located
at Suite 200, 207 - 9th Avenue S.W. Calgary, Alberta, Canada T2P 1K3. The Company operates in one segment, to
explore for, develop and hold interests in oil and natural gas properties and related production infrastructure in the
Western Canada Sedimentary Basin directly and through investments in securities of subsidiaries holding such
interests. Obsidian Energy’s portfolio of assets is managed at an enterprise level, rather than by separate operating
segments or business units. The Company assesses our financial performance at the enterprise level and resource
allocation decisions are made on a project basis across our portfolio of assets, without regard to the geographic
location of projects. Obsidian Energy owns the petroleum and natural gas assets or 100 percent of the equity, directly
or indirectly, of the entities that carry on the remainder of the oil and natural gas business of Obsidian Energy.

2. Basis of presentation and statement of compliance

a) Basis of Presentation

The annual consolidated financial statements include the accounts of Obsidian Energy and our wholly owned
subsidiaries. Results from acquired properties are included in Obsidian Energy’s reported results subsequent to the
closing date and results from properties sold are included until the closing date.

All intercompany balances, transactions, income and expenses are eliminated on consolidation.

Certain comparative figures have been reclassified to correspond with current period presentation.

b) Statement of Compliance

These annual consolidated financial statements are prepared in compliance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board.

The annual consolidated financial statements have been prepared on a historical cost basis, except risk management
assets and liabilities which are recorded at fair value as discussed in Note 9.

These annual consolidated financial statements of the Company for the year ended December 31, 2025 were
approved for issuance by the Board of Directors on February 18, 2026.
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3. Material accounting policies
a) Critical accounting judgments and key estimates and other accounting estimates

The preparation of the consolidated financial statements in conformity with IFRS requires management to make
estimates and assumptions that affect the recorded amounts of assets and liabilities, disclosure of any contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses for
the period. These and other estimates are subject to measurement uncertainty and the effect on the consolidated
financial statements of changes in these estimates could be material. Estimates are more difficult to determine, and
the range of potential outcomes can be wider, in periods of higher volatility and uncertainty. The impacts of events
such as geopolitical issues, including tariffs between Canada and the United States of America (and between the
United States of America and other countries), and their impact on energy markets and changes in foreign exchange,
interest and inflation rates have created a higher level of volatility and uncertainty. Management has, to the extent
reasonable, incorporated known facts and circumstances into the estimates made, however, actual results could
differ from those estimates and those differences could be material.

Management also makes judgments while applying accounting policies that could affect amounts recorded in its
consolidated financial statements. Significant judgments include the identification of cash generating units (“CGUs”)
for impairment testing purposes and determining whether a CGU has an impairment or impairment reversal indicator.
Additionally, management has performed an assessment of the Company’s ability to comply with liquidity
requirements for the 12-month period ending December 31, 2026. This assessment includes judgments relating to
future debt arrangements and production volumes, forward commodity pricing, future costs including capital,
operating and general and administrative, forward foreign exchange rates, interest rates, and income taxes, all of
which are subject to measurement uncertainty.

The following are the estimates that management has made in applying the Company’s material accounting policies
that have a material effect on the amounts recognized in the consolidated financial statements.

i) Reserve and resource estimates

Commercial petroleum reserves are determined based on estimates of petroleum-in-place, recovery factors,
forecasted production volumes and future oil and natural gas prices and forecasted costs, including operating, royalty
and capital expenditures. Obsidian Energy engages an independent qualified reserve evaluator to evaluate all of the
Company’s oil and natural gas reserves at each year-end.

Reserve adjustments are made annually based on actual oil and natural gas volumes produced, the results from
capital programs, revisions to previous estimates, new discoveries and acquisitions and dispositions made during the
year and the effect of changes in forecast future oil and natural gas prices. There are a number of estimates and
assumptions that affect the process of evaluating reserves.

Proved reserves are the estimated quantities of oil, natural gas and natural gas liquids determined to be economically
recoverable under existing economic and operating conditions with a high degree of certainty (at least 90 percent)
those quantities will be exceeded. Proved plus probable reserves are the estimated quantities of oil, natural gas and
natural gas liquids ("NGLs") determined to be economically recoverable under existing economic and operating
conditions with a 50 percent degree of certainty those quantities will be exceeded. Obsidian Energy reports production
and reserve quantities in accordance with Canadian practices and specifically in accordance with “Standards of
Disclosure for Oil and Gas Activities” (“NI 51-101”).

The estimate of proved plus probable reserves is an essential part of the depletion calculation and the indicators of
impairment or impairment reversal assessment and if necessary, the related impairment test and hence the recorded
amount of oil and natural gas assets. The estimate of the cash flows associated with proved and probable reserves
are a key component in the indicators of impairment or impairment reversal assessment and if necessary, the related
impairment test for property, plant and equipment and the measurement of the deferred income tax asset.

Obsidian Energy cautions users of this information that the process of estimating oil and natural gas reserves is
subject to a level of uncertainty. The reserves are based on current and forecast economic and operating conditions;
therefore, changes can be made to future assessments as a result of a number of factors, which can include
commodity prices, new technology, changing economic conditions, future reservoir performance and forecast
development activity.
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ii) Recoverability of asset carrying values

Obsidian Energy assesses our property, plant and equipment (“PP&E”) for impairment by comparing the carrying
amount to the recoverable amount of the underlying assets. The determination of the recoverable amount involves
estimating the higher of an asset’s fair value less costs of disposal or its value-in-use, which are based on discounted
future cash flows using an applicable discount rate. Future cash flows are calculated based on estimates of future
proved plus probable reserves using forecasted commaodity prices and are discounted using a rate that incorporates
management’s current assessment of market conditions.

iii) Decommissioning liability

Obsidian Energy recognizes a provision for future abandonment activities in the consolidated financial statements at
the net present value of the estimated future expenditures required to settle the estimated obligation at the balance
sheet date. The measurement of the decommissioning liability involves the use of estimates and assumptions
including the discount rate, the amount and expected timing of future abandonment costs and the inflation rate related
thereto. The estimates were made by management and external consultants considering current costs, technology
and enacted legislation.

iv) Fair value of risk management contracts

Obsidian Energy records risk management contracts at fair value with changes in fair value recognized in income.
The fair values are determined using external counterparty information which is compared to observable market data.

v) Taxation

The calculation of deferred income taxes is based on a number of assumptions including the estimated future cash
flows from proved and probable reserves, estimating the future periods in which temporary differences and other tax
credits will reverse and the general assumption that substantively enacted future tax rates at the balance sheet date
will be in effect when differences reverse.

b) Revenue

Obsidian Energy generally recognizes oil, natural gas and NGLs revenue when title passes from Obsidian Energy to
the purchaser or, in the case of services, as contracted services are performed. Production revenues are determined
pursuant to the terms outlined in contractual agreements and are based on fixed or variable price components. The
transaction price for oil, natural gas and NGLs is based on the commaodity price in the month of production, adjusted
for various factors including product quality and location. Commodity prices are based on monthly or daily market
indices.

Payment is typically on the 25" day of the following month. All of the Company’s significant revenue streams are
located in Alberta.

Obsidian Energy may purchase commodity products from third parties to utilize in blending activities and then
subsequently sell these products to our customers. These transactions are presented as separate revenue and
expense items in the Consolidated Statements of Income (Loss).

The Company enters into agreements for other services such as processing third party production, road usage, and

other miscellaneous services. Revenue from these arrangements are recorded as processing fees or other income
when control passes to the customer, which is generally when the service is provided.
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c) Joint arrangements

The consolidated financial statements include Obsidian Energy’s proportionate interest of jointly owned assets and
liabilities and our proportionate interest of the revenue, royalties and operating expenses. A significant portion of
Obsidian Energy’s development and exploration activities are conducted jointly with others and involve joint
operations. Under such arrangements, Obsidian Energy has the exclusive rights to our proportionate interest in the
assets and the economic benefits generated from our share of the assets. Income from the sale or use of Obsidian
Energy’s interest in joint operations and our share of expenses is recognized when it is probable that the economic
benefits associated with the transactions will flow to/from Obsidian Energy and the amounts can be reliably measured.

d) PP&E
i) Measurement and recognition

Oil and natural gas properties are included in PP&E at cost, less accumulated depletion and depreciation and any
impairment losses or reversals. The cost of PP&E includes costs incurred initially to acquire or construct the item and
betterment costs.

Capital expenditures are recognized as PP&E when it is probable that future economic benefits associated with the
investment will flow to Obsidian Energy and the cost can be reliably measured. PP&E includes capital expenditures
incurred in the development phases, acquisition of PP&E and additions to the decommissioning liability.

ii) Depletion and Depreciation

Except for components with a useful life shorter than the reserve life of the associated property, resource properties
are depleted using the unit-of-production method based on production volumes before royalties in relation to total
proved plus probable reserves. Natural gas volumes are converted to equivalent oil volumes based upon the relative
energy content of six thousand cubic feet of natural gas to one barrel of oil. In determining our depletion base,
Obsidian Energy includes estimated future costs to develop proved plus probable reserves. Changes to reserve
estimates are included in the depletion calculation prospectively.

Components of PP&E that are not depleted using the unit-of-production method are depreciated on a straight-line
basis over their useful life. Turnarounds of major facilities have an estimated useful life of three to five years and
corporate assets have an estimated useful life of 10 years.

iii) Major maintenance and repairs

Ongoing costs to maintain properties are generally expensed as incurred. These costs include the cost of labour,
consumables and small parts. The costs of material replacement parts, turnarounds and major inspections are
capitalized provided it is probable that future economic benefits in excess of cost will be realized and such benefits
are expected to extend beyond the current operating period. The carrying amount of a replaced part is derecognized
in accordance with Obsidian Energy’s derecognition policies.

iv) Impairment of oil and natural gas properties

Obsidian Energy reviews oil and natural gas properties for circumstances that indicate that CGUs may be impaired
or that prior impairments can be reversed at the end of each reporting period. These indicators can be internal such
as changes in estimated proved plus probable reserves in the CGU or external such as market conditions. If an
indication of impairment or impairment reversal exists, Obsidian Energy completes an impairment test, which
compares the estimated recoverable amount to the carrying value. The estimated recoverable amount is defined
under IAS 36 (“Impairment of Assets”) as the higher of an asset’s or CGU’s fair value less costs of disposal and its
value-in-use.

Where the recoverable amount is less than the carrying amount, the CGU is considered to be impaired. Impairment
losses identified for a CGU are allocated on a pro rata basis to the asset categories within the CGU. The impairment
loss is recognized as an expense in income.
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Value-in-use is computed as the present value of future cash flows expected to be derived from production. Present
values are calculated using an after-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. Under the fair value less cost of disposal method the recoverable amount
is determined using various factors, which can include external factors such as observable market conditions and
comparable transactions and internal factors such as discounted cash flows related to reserve and resource studies
and future development plans.

The fair value less costs of disposal values used to determine the recoverable amounts of the Company’s CGUs are
classified as Level 3 fair value measures as certain key assumptions are not based on observable market data but
rather management’s best estimates.

Impairment losses related to PP&E can be reversed in future periods if the estimated recoverable amount of the asset
exceeds the carrying value. The impairment recovery is limited to a maximum of the estimated depleted historical
cost if the impairment had not been recognized. The reversal of an impairment loss is recognized in depletion,
depreciation and impairment.

e) Share-based payments

The fair value of restricted share units ("RSUs") granted under the Restricted and Performance Share Unit Plan
(“RPSU” plan) follows the equity method and recognizes compensation expense with a corresponding increase to
other reserves in shareholders’ equity over the term of the units based on a graded vesting schedule. Obsidian Energy
measures the fair value of units granted under this plan at the grant date using the share price from the Toronto Stock
Exchange (“TSX”). The fair value is based on market prices and considers the terms and conditions of the units
granted.

The fair value of options ("Options") granted under the Stock Option Plan (the “Option Plan”) is recognized as
compensation expense with a corresponding increase to other reserves in shareholders’ equity over the term of the
options based on a graded vesting schedule. Obsidian Energy measures the fair value of options granted under these
plans at the grant date using the Black-Scholes option-pricing model. The fair value is based on market prices and
considers the terms and conditions of the share options granted.

The fair value of deferred share units ("DSUs") granted under the Deferred Share Unit Plan (“DSU Plan”), awards
granted under the Non-Treasury Incentive Award Plan (“NTIP”) and performance share units ("PSUs") granted under
the RPSU plan follow the liability method and are based on a fair value calculation on each reporting date using the
units, awards and PSUs outstanding and Obsidian Energy’s share price from the TSX on each balance sheet date.
The fair value of the units, awards and PSUs is expensed over the vesting period based on a graded vesting schedule.
Subsequent increases and decreases in the underlying share price result in increases and decreases, respectively,
to the accrued obligation until the related instruments are settled.

f) Decommissioning liability

The decommissioning liability is the present value of Obsidian Energy’s future costs of obligations for property, facility
and pipeline abandonment and site restoration. The liability is recognized on the balance sheet with a corresponding
increase to the carrying amount of the related asset. The Company uses the credit risk adjusted rate to discount the
provision. The recorded liability increases over time to its future estimated amount through accretion charges to
income. Revisions to the estimated amount or timing of the obligations are reflected prospectively as increases or
decreases to the recorded liability and the related asset. Actual decommissioning expenditures, up to the recorded
amount of the liability at the time, are charged to the liability as the costs are incurred. Amounts capitalized to the
related assets are depleted to income consistent with the depletion or depreciation of the underlying asset.

g) Taxation
Income taxes are based on taxable income in a taxation year. Taxable income normally differs from income reported
in the Consolidated Statements of Income (Loss) as it excludes items of income or expense that are taxable or

deductible in other years or are not taxable or deductible for income tax purposes.

Obsidian Energy uses the liability method of accounting for deferred income taxes. Temporary differences are
calculated assuming that the financial assets and liabilities will be settled at their carrying amount. Deferred income
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taxes are computed on temporary differences using substantively enacted income tax rates expected to apply when
deferred income tax assets and liabilities are realized or settled.

A deferred income tax asset is recognized to the extent that it is probable that future taxable income will be available
against which the deductible temporary differences can be utilized. Deferred income tax assets are reviewed at each
reporting date and are not recognized until such time that it is probable that the related tax benefit will be realized.

h) Financial instruments
Classification and Measurement of Financial Instruments

The classification of financial assets is determined by their context in Obsidian Energy’s operations and by the
characteristics of the financial asset’s contractual cash flows.

Financial assets and financial liabilities are measured at fair value on initial recognition, which is typically the
transaction price unless a financial instrument contains a significant financing component. Subsequent measurement
is dependent on the financial instrument’s classification, as described below:

o Cash and cash equivalents (which includes cash and bank overdrafts), accounts receivable, accounts
payable and accrued liabilities, lease liabilities and long-term debt are measured at amortized cost.

« Risk management contracts, all of which are derivatives, are measured initially at fair value through profit
or loss and are subsequently measured at fair value with changes in fair value immediately recorded to
earnings in the Consolidated Statements of Income (Loss).

Financial assets and liabilities are offset and the net amount is reported on the balance sheet when there is a legally
enforceable right to offset the recognized amounts, and there is an intention to settle on a net basis, or realize the
asset and settle the liability simultaneously.

Impairment of Financial Assets

Financial assets are assessed using an expected credit loss (“ECL”) model. The ECL model applies to financial
assets measured at amortized cost, a lease receivable, a contract asset or a loan commitment and a financial
guarantee.

i) Embedded derivatives

An embedded derivative is a component of a contract that affects the terms of another factor. These “hybrid” contracts

are considered to consist of a “host” contract plus an embedded derivative. The embedded derivative is separated
from the host contract and accounted for as a derivative if the following conditions are met:

« The economic characteristics and risks of the embedded derivative are not closely related to the economic
characteristics and risks of the host contract;

« The embedded item, itself, meets the definition of a derivative; and

« The hybrid contract is not measured at fair value or designated as held for trading.
j) Classification of debt or equity

Obsidian Energy classifies financial liabilities and equity instruments in accordance with the substance of the
contractual arrangement and the definitions of a financial liability or an equity instrument.

Obsidian Energy’s debt instruments currently have requirements to deliver cash at the end of the term thus are
classified as liabilities.
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k) Government Grants

Obsidian Energy recognizes government grants as they are received or if there is reasonable assurance that the
Company is in compliance with all associated conditions. The grant is recognized within the Consolidated Statements
of Income (Loss) in the period in which the income is earned or the related expenditures are incurred. If the grant
relates to an asset, it is recognized as a reduction to the carrying value of the asset and amortized into income over
the expected useful life of the asset through lower depletion and depreciation.

I) Share capital

Under the Company's normal course issuer bid ("NCIB"), common shares repurchased and cancelled are accounted
for as a reduction in Shareholders’ capital based on the total consideration paid. The total consideration paid includes
any commissions or fees paid as part of the transaction.

m) Assets held for sale

The Company classifies assets as held for sale if their carrying amount will be recovered through a sale transaction
rather than through continuing use. The sale transaction must be highly probable with the asset available for
immediate sale in its present condition at the balance sheet date. For the sale to be highly probable, management
must be committed to a plan to sell the asset and an active program to locate a buyer has been initiated. The asset
must be actively marketed for sale at a price that is reasonable in relation to its current fair value and the sale should
be expected to be completed within one year from the date of classification.

n) Future accounting pronouncements

The International Accounting Standards Board issued amendments to IFRS 9 Financial Instruments and IFRS 7
Financial Instruments: Disclosures with the intention to clarify the date of recognition and derecognition of some
financial assets and liabilities. The amendments are effective January 1, 2026 with early adoption permitted. The
Company is currently evaluating the impact of this standard on the consolidated financial statements.

IFRS 18 Presentation and Disclosure in Financial Statements has been issued which will replace IAS 1 Presentation
of Financial Statements. The new standard establishes a revised structure for the consolidated statements of
comprehensive profit with the intention to improve comparability across entities. IFRS 18 is effective for annual
periods beginning on or after January 1, 2027 and will be applied retroactively. The Company is currently evaluating
the impact of this standard on the consolidated financial statements.

4. Property, plant and equipment

Oil and Gas assets/ Facilities, Corporate assets

Cost
Oil and gas

assets/Facilities Corporate assets Total
Balance at January 1, 2024 $ 11,0446 $ 1792 $ 11,223.8
Capital expenditures 342.3 0.8 343.1
Property acquisitions 84.9 - 84.9
Property dispositions (1.5) - (1.5)
Transfer to assets held for sale (3,256.0) - (3,256.0)
Change in decommissioning liability " 22.7 - 22.7
Balance at December 31, 2024 8,237.0 180.0 8,417.0
Capital expenditures @ 277.8 1.5 279.3
Property acquisitions 15.0 - 15.0
Change in decommissioning liability " 9.6 - 9.6
Balance at December 31, 2025 $ 8,539.4 $ 1815 $ 8,720.9
(1) Includes additions from drilling activity, facility capital spending, disposals from net property dispositions and changes in estimates as

outlined in Note 8.

(2) Capital expenditures totaled $298.9 million including $19.6 million associated with the disposed Pembina Assets (defined below).
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Accumulated depletion, depreciation and impairment

Oil and gas

assets/Facilities Corporate assets Total

Balance at January 1, 2024 $ 9,1103 § 176.7 $ 9,287.0
Depletion and depreciation 2449 0.4 245.3
Impairments 415.3 - 415.3
Transfer to assets held for sale (2,874.4) - (2,874.4)
Balance at December 31, 2024 6,896.1 1771 7,073.2
Depletion and depreciation 177.9 04 178.3
Impairment reversal (6.8) - (6.8)
Balance at December 31, 2025 $ 7,067.2 $ 1775 $ 7,244.7

Net book value

As at December 31

2025 2024

Total $ 1,476.2 $ 1,343.8

At December 31, 2025, future development costs of $1,213.2 million were included within the depletable base in the
depletion and depreciation calculation (2024 - $1,699.4 million).

Right-of-use assets

The following table includes a break-down of the categories for right-of-use assets.

Cost

Vehicle Office Surface Facilities Total
Balance, January 1, 2024 $ 100 $ 27 % 21°$ -3 14.8
Additions (dispositions) 1.0 (1.0) - - -
Balance, December 31, 2024 11.0 1.7 2.1 - 14.8
Additions (dispositions) 0.6 - (1.3) 15.3 14.6
Balance, December 31, 2025 $ 1.6 $ 1.7 $ 08 $ 153 $ 29.4

Accumulated depletion, depreciation and impairment

Vehicle Office Surface Facilities Total
Balance, January 1, 2024 $ 73 9% -$ 03 $ -3 7.6
Depreciation 1.8 - - - 1.8
Balance, December 31, 2024 9.1 - 0.3 - 94
Depreciation 1.2 0.5 (0.1) 0.1 1.7
Balance, December 31, 2025 $ 10.3 $ 05 % 02 $ 01 $ 1.1

Net book value

As at December 31
2025 2024
Total $ 18.3 $ 5.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS TABLE OF CONTENTS OBSIDIAN ENERGY 2025 45



46

Total PP&E
Total PP&E including Oil and Gas assets, Facilities, Corporate assets and Right-of-use assets is as follows:

As at December 31

PP&E 2025 2024
Oil and Gas assets/Facilities, Corporate assets $ 1,476.2 $ 1,343.8
Right-of-use assets 18.3 5.4
Total $ 1,4945 $ 1,349.2

Pembina Disposition

On April 7, 2025, the Company closed the disposition (the "Pembina Disposition") of our operated Pembina assets
(the "Pembina Assets") to InPlay Oil Corp. ("InPlay"). Total consideration for the transaction included $208.3 million
of cash (inclusive of final closing adjustments), 9,139,784 common shares of InPlay ("InPlay Shares") at a value of
$76.2 million and a $14.7 million value associated with acquiring InPlay's 34.6 percent interest in the Willesden Green
Cardium Unit #2 property.

During the third quarter of 2025, the Company sold all of our InPlay Shares for total proceeds of $91.4 million and
recorded a $15.2 million gain on the sale within Other Income on the Consolidated Statements of Income (Loss).

Impairments
Willesden Green/Peace River/Viking CGUs

At December 31, 2025, the Company completed an assessment to determine if indicators of impairment existed as
a result of the lower near-term commodity price environment. This resulted in the Company completing impairment
tests across our Willesden Green, Peace River and Viking CGUs. The impairment tests were completed following
the value-in-use method and utilized after-tax discount rates between 10.5 - 11.5 percent (pre-tax rate of 13.5 - 14.5
percent). No impairment or impairment reversal was recorded based on the tests.

The following table outlines benchmark prices and assumptions, based on an average of three independent reserve
evaluators' forecasts (GLJ Ltd., McDaniel & Associates Consultants and Sproule ERCE), used in completing the
impairment tests as at December 31, 2025.

WTI AECO Exchange rate Inflation rate
($US/bbl)  ($CAD/MMbtu) ($US equals $1 CAD)
2026 $ 59.92 § 3.00 $ 0.73 0.00%
2027 65.10 3.30 0.74 2.00%
2028 70.28 3.49 0.74 2.00%
2029 71.93 3.58 0.74 2.00%
2030 73.37 3.65 0.74 2.00%
2031 - 2036 $ 78.69 $ 392 ¢ 0.74 2.00%
Thereatfter (inflation percentage) 2.00% 2.00% - 2.00%

The following table outlines the sensitivity to possible changes of the estimated recoverable amount on the Willesden
Green, Peace River and Viking CGUs based on the impairment tests completed on December 31, 2025.

Recoverable 1% change in 5% change in

amount discount rate cash flows

Willesden Green $ 908.8 $ 546 $ 67.3

Peace River 536.8 28.6 455

Viking $ 472 $ 36 % 54
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Pembina Assets

The Pembina Assets were classified as held for sale in 2024 and up to the disposition date in April 2025. The Pembina
Assets were recorded at the lesser of fair value less costs to sell and their carrying amount, resulting in a non-cash,
before tax, impairment loss of $30.0 million in 2025, primarily due to the decrease in value of the InPlay Shares at
closing of the disposition. The impairment was recorded within depletion, depreciation and impairment on the
Consolidated Statements of Income (Loss).

Legacy CGU
In 2025, we recorded an impairment reversal of $6.8 million in our Legacy CGU due to a reduction in the
decommissioning liability in the area. The Legacy CGU has no recoverable amount, as such changes in our

decommissioning liability are expensed or recovered as applicable each period.

Prior year impairments

Cardium CGU (now referred to as Willesden Green)

At December 31, 2024, as a result of the Company classifying our Pembina Assets as assets held for sale, the
Company concluded that an indicator of impairment was present for the remaining assets within our Cardium CGU,
predominately in Willesden Green. The Company completed an impairment test on the remaining assets following
the value-in-use method and utilized an after-tax discount rate of 12.0 percent (pre-tax rate of 15.1 percent) and
no further impairment or impairment reversal was recorded based on the test.

The following table outlines benchmark prices and assumptions, based on an average of three independent reserve
evaluators' forecasts (GLJ Ltd., McDaniel & Associates Consultants and Sproule ERCE), used in completing the
impairment test as at December 31, 2024.

WTI AECO Exchange rate Inflation rate
($US/bbl) ($CAD/MMbtu) ($US equals $1 CAD)

2025 $ 7158 §$ 236 $ 0.71 0.00%
2026 74.48 3.33 0.73 2.00%
2027 75.81 3.48 0.74 2.00%
2028 77.66 3.69 0.74 2.00%
2029 79.22 3.76 0.74 2.00%
2030 — 2035 $ 8495 $ 403 $ 0.74 2.00%
Thereafter (inflation

percentage) 2.00% 2.00% - 2.00%

The following table outlines the sensitivity to possible changes of the estimated recoverable amount for the remaining
assets within our Cardium CGU (Willesden Green) that had an impairment test completed on December 31, 2024.

Recoverable 1% change in 5% change in
amount discount rate cash flows
Willesden Green $ 881.6 $ 517 $ 62.0

Legacy CGU

In 2024, we recorded a net impairment of $19.9 million in our Legacy CGU due to accelerated decommissioning
spending in the area and changes to our decommissioning liability assumptions.

Peace River Acquisition

On June 26, 2024 the Company closed an asset acquisition, which included production and land in the Peace River
area, for total consideration of $80.5 million, including closing adjustments. The Company funded the transaction
through a $50.0 million term loan with the remainder drawn on our syndicated credit facility. The Company fully repaid
the $50.0 term loan as at December 31, 2024.
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Transaction costs associated with the acquisition totaled $1.4 million and were expensed.

5. Assets and liabilities held for sale
Assets and liabilities classified as held for sale consisted of the following:

As at December 31

2025 2024
Assets held for sale
Prepaid expenses and other $ - $ 2.1
Property, plant and equipment - 381.6
$ - % 383.7
Liabilities related to assets held for sale
Current portion of decommissioning liability $ - $ 5.8
Non-current portion of decommissioning liability - 66.4
$ - % 72.2

On December 31, 2024, the Company classified our Pembina Assets as assets held for sale. These assets were
recorded at the lesser of fair value less costs to sell and their carrying amount, resulting in a non-cash, before-tax,
impairment loss of $395.4 million. The impairment expense was recorded as additional depletion, depreciation, and
impairment on the Consolidated Statements of Income (Loss).

6. Long-term debt

As at December 31

2025 2024
Syndicated credit facility $ 9.0 $ 225.0
Senior unsecured notes
8.125% $175.0 million, maturing December 3, 2030 175.0 -
11.95% $80.8 million, maturing July 27, 2027 - 114.2
Total 184.0 339.2
Unamortized discount of senior unsecured notes - (1.1)
Deferred financing costs (4.1) (2.7)
Total long-term debt $ 1799 $ 335.4
Current portion $ - $ 3.0
Non-current portion $ 1799 $ 332.4

The Company has a reserve-based syndicated credit facility which is subject to a semi-annual borrowing base
redetermination (typically completed in May and November of each year). The aggregate amount available under the
syndicated credit facility is $235.0 million and the revolving period and maturity dates are set at May 31, 2026 and
May 31, 2027, respectively.

In December 2025, the Company completed a refinancing and issued five-year senior unsecured notes for an
aggregate principal amount of $175.0 million (the "2025 Notes"). The 2025 Notes have an interest rate of 8.125
percent and mature on December 3, 2030. The 2025 Notes were issued at par under a trust indenture and are direct
senior unsecured obligations of Obsidian Energy ranking equal with all other present and future senior unsecured
indebtedness of the Company. The Company used the net proceeds from the 2025 Notes to redeem all of our
previous outstanding senior unsecured notes due July 27, 2027 ("2022 Notes") at a price of $1,029.88 per $1,000
principal amount, and to pay down indebtedness under our syndicated credit facility.

Prior to the full redemption of the 2022 Notes, in August 2025, the Company completed a partial redemption of $30.0
million of the 2022 Notes at a price of $1,029.88 per $1,000 principal amount.

At December 31, 2025, letters of credit totaling $2.5 million were outstanding (December 31, 2024 — $4.4 million) that
reduce the amount otherwise available to be drawn on our syndicated credit facility.
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Financing expense consists of the following:

Year ended December 31

2025 2024
Interest $ 221 % 31.9
Accretion on decommissioning liability 12.2 16.5
Accretion on office lease provision - 0.3
Accretion on discount of senior unsecured notes 0.4 0.5
Accretion on lease liabilities 04 0.6
Loss on repurchased/redeemed senior unsecured notes 5.3 0.1
Deferred financing costs 1.7 2.3
Financing $ 421 $ 52.2

7. Lease liabilities

Obsidian Energy recognizes a right-of-use asset and a lease liability at the commencement date of the lease. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for
any lease payments made at or before the commencement date. The right-of-use asset is depreciated generally over
the term of the lease. The lease liability is initially measured at the present value of the lease payments discounted
at the Company's incremental borrowing rates between 6 - 10 percent based on the nature of the asset.

Total lease liabilities included in the Consolidated Balance Sheets are as follows:

Year ended December 31

2025 2024
Balance, beginning of year $ 66 & 8.0
Additions 14.6 -
Accretion charges 0.4 0.6
Lease payments (2.1) (2.0)
Balance, end of year $ 195 §$ 6.6
Current portion $ 33 $ 2.1
Non-current portion $ 16.2 $ 4.5

The following table sets out a maturity analysis of lease payments, disclosing the undiscounted balance after
December 31, 2025.

2026 2027 2028 2029 2030 Thereafter Total
Vehicle $ 11 $ 06 $ 01% -$ -$ -$ 1.8
Office 0.7 0.8 0.5 - - - 2.0
Surface - - - - - 1.1 1.1
Facilities 1.5 1.5 1.5 1.5 1.5 17.4 24.9
Total $ 33 % 29 $ 21°$ 15 % 15 % 185 $ 29.8

8. Provisions

As at December 31

2025 2024
Decommissioning liability $ 107.2 $ 115.7
Office lease provision (") - 0.7
Total $ 107.2 $ 116.4
Current portion $ 89 $ 20.4
Non-current portion $ 98.3 $ 96.0

(1) The office lease provision represented the leased office space which expired in January 2025.
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Decommissioning liability

The decommissioning liability is based on the present value of Obsidian Energy’s net share of estimated future costs
of obligations to abandon and reclaim all our wells, facilities and pipelines. These estimates were made by
management using information obtained from government estimates, internal analysis and external consultants
assuming current costs, technology and enacted legislation.

At December 31, 2025, the decommissioning liability was determined by applying an inflation factor of 2.0 percent
(December 31, 2024 - 2.0 percent) and the inflated amount was discounted using a credit-adjusted rate of 8.0 percent
(December 31, 2024 — 10.0 percent) over the expected useful life of the underlying assets. Decommissioning
activities occur over the life of the underlying oil and gas properties with costs extending 50 years into the future (see
Note 17 for further information on timing of our decommissioning liability). At December 31, 2025, the total
decommissioning liability on an undiscounted, uninflated basis was $324.0 million (December 31, 2024 - $357.0
million).

Changes to the decommissioning liability were as follows:

Year ended December 31

2025 2024
Balance, beginning of year $ 115.7 $ 172.6
Net liabilities added (" 2.0 2.0
Acquisition - 0.4
Increase due to changes in estimates 7.0 20.3
Liabilities settled (28.8) (23.9)
Transfers to liabilities for assets held for sale (0.9) (72.2)
Accretion charges 12.2 16.5
Balance, end of year $ 1072 $ 115.7
Current portion $ 89 $ 19.7
Non-current portion $ 98.3 $ 96.0

(1) Includes additions from drilling activity, facility capital spending and disposals related to net property dispositions.
9. Risk management

Financial instruments consist of cash (overdrafts), accounts receivable, fair values of derivative financial instruments,
accounts payable and accrued liabilities and long-term debt. At December 31, 2025, the fair values of these financial
instruments approximate their carrying amounts.

The fair values of all outstanding financial commodity related and equity forward contracts are reflected on the
Consolidated Balance Sheets with the changes during the period recorded in income as unrealized gains or losses
for financial commodity contracts and in share-based compensation for equity forward contracts.

At December 31, 2025 and 2024, the only asset or liability measured at fair value on a recurring basis was the risk

management asset and liability, which was valued based on “Level 2 inputs” being quoted prices in markets that are
not active or based on prices that are observable for the asset or liability.
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The following table reconciles the changes in the fair value of financial instruments outstanding:

Year ended December 31

Risk management asset (liability) 2025 2024
Balance, beginning of year $ 71 $ 11.8
Unrealized gain (loss) on financial instruments:
Qil (3.3) 3.3
Natural gas (0.2) (8.5)
Equity (0.6) -
Electricity - 0.5
Equity Forward Contract 28.7 -
Total fair value, end of year $ 317  § 7.1
Current asset portion $ 230 $ 8.4
Current liability portion - (1.3)
Non-current asset portion 8.7 -
Non-current liability portion $ - % -

(1) Unrealized gain (loss) on equity forward contracts is included in share-based compensation expense.

Obsidian Energy records our risk management assets and liabilities on a net basis in the Consolidated Balance
Sheets. At December 31, 2025 and 2024, there were no differences between the gross and net amounts.

Obsidian Energy had the following financial instruments outstanding as at December 31, 2025. Fair values are
determined using external counterparty information, which is compared to observable market data. The Company
limits our credit risk by executing counterparty risk procedures which include transacting only with institutions within
our syndicated credit facility or companies with high credit ratings and by obtaining financial security in certain

circumstances.

Commodity contracts

Notional Price Fair value
Volume (mcf/d) Remaining Term (C$/mcf) (millions)

Natural Gas
AECO Swap 26,540 January 2026 - March 2026 $ 330 $ 1.0
AECO Swap 29,384 April 2026 - October 2026 2.81 25
AECO Swap 1,896 November 2026 - March 2027 $ 373 § 0.1
Total natural gas $ 3.6
Total $ 3.6

Subsequent to December 31, 2025, the Company entered into the following additional commodity contracts:

Notional
Volume (bbl/d) Remaining Term Price ($/bbl)
Oil
WTI Swap 6,127 January 2026  CAD$ 84.12
WTI Swap 13,298 February 2026 USs$ 62.47
WTI Swap 12,800 March 2026 USs$ 64.13
WTI Swap 8,000 April 2026 USs$ 64.29
WTI Swap 2,000 May 2026 uUs$ 63.70
Notional
Volume (mcf/d) Remaining Term Price (C$/mcf)
Natural Gas
AECO Swap 5,993 April 2026 - October 2026 $ 2.03
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The components of risk management on the Consolidated Statements of Income (Loss) are as follows:

Year ended December 31

2025 2024

Realized

Settlement of oil contracts gain (loss) $ (0.6) $ 1.9

Settlement of natural gas contracts gain 7.9 19.7
Total realized risk management gain $ 73 $ 21.6
Unrealized

Oil contracts gain (loss) $ (3.3) $ 3.3

Natural gas contracts loss (0.2) (8.5)
Total unrealized risk management loss (3.5) (5.2)
Risk management gain $ 38 § 16.4

Prepaid Equity Forward Contracts

Obsidian Energy is exposed to equity price risk on our common share price in relation to our share-based
compensation plans. Given the value of our share-based compensation plans fluctuates based on the Company’s
common share price on the TSX at each period end date, the Company helps mitigate this exposure by entering into
equity forward contracts. Unrealized and realized gains/losses on our equity forward contracts for the period are
recorded through share-based compensation.

Share Price  Fair value
Volume Remaining Term () (C$)  (millions)

Equity
Equity Forward Contract 720,000 September 2028 $ 889 $ 6.1
Equity Forward Contract 1,300,000 October 2028 8.72 10.9
Equity Forward Contract 550,000 November 2028 8.43 4.6
Equity Forward Contract 715,000 December 2028 8.31 6.0
Equity Forward Contract 55,000 January 2029 $ 844 $ 0.5
Total $ 28.1

(1) The Company can settle the contract, or a portion of the contract, at any time.

Subsequent to December 31, 2025, the Company entered into the following additional equity forward contracts:

Share
Volume Remaining Term Price (C$)
Equity
Equity Forward Contract 395,000 January 2029 $ 8.81
Equity Forward Contract 555,000 February 2029 $ 10.10

Based on commodity prices and equity contracts in place at December 31, 2025, the Company notes the following
sensitivities:

. a $0.10 change in the price per mcf of natural gas would change pre-tax unrealized risk management by
$0.9 million; and

. a 10 per cent change in our share price would change pre-tax unrealized risk management by $2.9 million.
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Foreign Exchange Forward Contracts

Obsidian Energy is exposed to fluctuations in the US/CAD exchange rate on oil sales based on US dollar benchmark
prices. The Company mitigates this exposure by entering into foreign exchange forward contracts. No contracts were
outstanding at December 31, 2025.

Subsequent to December 31, 2025, the Company entered into the following foreign exchange forward contracts:

Notional Amount

($millions) Remaining Term Price (C$)

Foreign exchange forward contracts
FX forward contract 25 January 2026 $ 1.3840
FX forward contract 19.0 February 2026 1.3719
FX forward contract 16.0 March 2026 1.3686
FX forward contract 13.5 April 2026 $ 1.3650

Market Risks

Obsidian Energy is exposed to normal market risks inherent in the oil and natural gas business, including, but not
limited to, commodity price risk, foreign currency rate risk, credit risk, interest rate risk, liquidity risk, inflation risk,
geopolitical risk and climate change risk. The Company seeks to mitigate these risks through various business
processes and management controls and from time to time by using financial instruments.

The government of the United States of America continues to employ a tariff strategy on goods that are sourced in
Canada and around the world. If tariffs are enforced for a prolonged period of time, it could impact the demand for
energy products and, in turn, commaodity prices. Production costs and supply chain expenses could also be impacted
depending on the products that have tariffs placed on them. The Company will continue to monitor this situation.

Commodity Price and Foreign Currency Rate Risks

Commodity price fluctuations are among the Company’s most significant exposures. Oil prices are influenced by
worldwide factors, including, but not limited to, OPEC actions, world supply and demand fundamentals, pipeline
capacity availability and geopolitical events. Natural gas prices are influenced by, including, but not limited to, the
price of alternative fuel sources such as oil or coal and by North American natural gas supply and demand
fundamentals including the levels of industrial activity, weather, storage levels and liquefied natural gas activity. In
accordance with policies approved by Obsidian Energy’s Board of Directors, the Company may, from time to time,
manage these risks through the use of swaps or other financial instruments up to a maximum of 50 percent of forecast
sales volumes, net of royalties, for the balance of any current year plus one additional year forward and up to a
maximum of 25 percent, net of royalties, for one additional year thereafter. Risk management limits included in
Obsidian Energy’s policies may be exceeded with specific approval from the Board of Directors.

Prices received for oil are referenced in US dollars, thus Obsidian Energy’s realized oil prices are impacted by
Canadian dollar to US dollar exchange rates. When considered appropriate, the Company may use financial
instruments to fix or collar future exchange rates to fix the Canadian dollar equivalent of oil revenues.

The Board of Directors recently approved the following modifications to our hedging policy as follows:
Oil

. Hedge up to 50% of oil production volumes net of royalties on a rolling 15-month period, with up to 80%
in the prompt three months.

Natural Gas

. Hedge up to 80% of net gas production volumes on a rolling basis for the current and next gas season
(i.e. current summer plus next winter season).
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Foreign Exchange on Revenue

e  Allow for hedges on liquid volumes (i.e. oil and natural gas liquids) in Canadian dollars on 80% of the
associated direct United States foreign exchange revenue exposure, net of royalties, on a rolling 12-
month basis and 50% on a rolling 13 - 18 month basis.

Credit Risk

Credit risk is the risk of loss if purchasers or counterparties do not fulfill their contractual obligations. As at
December 31, 2025, the Company’s maximum exposure to credit risk was $87.8 million (2024 — $96.4 million) which
was comprised of $56.1 million (2024 - $88.0 million) being the carrying value of the accounts receivable and $31.7
million (2024 — $8.4 million) related to the fair value of the derivative financial assets.

The Company’s accounts receivable are principally with customers in the oil and natural gas industry and are
generally subject to normal industry credit risk, which includes the ability to recover unpaid receivables by retaining
the partner’s share of production when Obsidian Energy is the operator or the potential to net offsetting payables to
mitigate exposure. Obsidian Energy continuously monitors credit risk and maintains credit policies to ensure collection
risk is limited. For oil and natural gas sales and financial derivatives, a counterparty risk procedure is followed whereby
each counterparty is reviewed on a regular basis for the purpose of assigning a credit limit and may be requested to
provide security if determined to be prudent. For financial derivatives, the Company normally transacts with
counterparties who are members of our banking syndicate or counterparties that have investment grade bond ratings.
Credit events related to all counterparties are monitored and credit exposures are reassessed on a regular basis.

At December 31, 2025, $2.1 million of accounts receivable are past due (90+ days) but are considered to be
collectible (2024 - $1.9 million). The lifetime expected credit losses allowances related to Obsidian Energy’s
commodity product sales receivables and joint venture receivables recognized in accounts receivable was nominal
as at and for the years ended December 31, 2025 and 2024.

As at December 31, the following accounts receivable amounts were outstanding:

Current 30-90 days 90+ days Total
2025 $ 50.8 $ 3.2 $ 21 $ 56.1
2024 $ 82.8 $ 3.3 $ 1.9 $ 88.0

Interest Rate Risk

A portion of the Company’s debt capital can be held in floating-rate bank facilities, which results in exposure to
fluctuations in short-term interest rates. From time to time, Obsidian Energy may increase the certainty of our future
interest rates by entering fixed interest rate debt instruments or by using financial instruments to swap floating interest
rates for fixed rates or to collar interest rates. As at December 31, 2025, five percent of the Company’s long-term
debt instruments were exposed to changes in short-term interest rates (2024 — 66 percent).

As at December 31, 2025, a total of $175.0 million (2024 — $114.2 million) of fixed interest rate debt instruments was
outstanding with a remaining term of 4.9 years (2024 — 2.6 years) and an interest rate of 8.125 percent (2024— 11.95
percent).

Liquidity Risk

Liquidity risk is the risk that the Company will be unable to meet its financial liabilities as they come due. Management
utilizes short and long-term financial and capital forecasting programs to ensure credit facilities are sufficient relative
to forecast debt levels and capital program levels are appropriate. Management also regularly reviews capital markets
to identify opportunities to optimize the debt capital structure on a cost-effective basis. In the short term, liquidity is
managed through daily cash management activities, short-term financing strategies and the use of swaps and other
financial instruments to increase the predictability of cash flow from operating activities.
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The following table outlines estimated future obligations for non-derivative financial liabilities as at December 31,
2025:

Accounts payable Share-based

& accrued compensation
Long-term debt liabilities accrual Total
2026 $ - $ 136.3 $ 18.7 $ 155.0
2027 9.0 - - 9.0
2028 - - 1.2 1.2
2029 - - - -
2030 175.0 - - 175.0
Thereafter $ - $ - $ - $ -

Climate Change Risk

The Company has considered the impact of climate change and related risks on the amounts recorded in the financial
statements for the year ended December 31, 2025. This includes, but is not limited to, the Company’s impairment
assessment, the timing of decommissioning liabilities, current assets and liabilities, syndicated credit facility, capital
expenditures and property, plant and equipment.

The Company’s financial results for 2025 were not materially impacted from a climate event. In 2025, the Company
did not incur material weather related damages to our property, plant and equipment. Management is not aware of a
material disruption in our supply chain or the marketers of the Company’s product related to climate events. The
Company will continue to monitor climate change and the potential impacts.

10. Revenue and Other Income

The Company’s significant revenue and other income streams consist of the following:

Year ended December 31

2025 2024
Oil $ 527.0 $ 723.7
NGLs 35.8 54.1
Natural gas 37.0 39.7
Production revenues 599.8 817.5
Processing fees 10.1 12.4
Oil and natural gas sales 609.9 829.9
Other income 26.7 8.6
Oil and natural gas sales and other income $ 636.6 3 838.5

Other income typically consists of road use income which totaled $6.7 million for 2025 (2024 - $8.6 million).

In 2025, the Company received dividends on our InPlay Shares (received as part of the consideration in the Pembina
Disposition) and recorded this income within Other Income. InPlay paid a cash dividend of $0.09 per common share
per month, resulting in the Company receiving $3.3 million in dividend income in 2025 before the Company disposed
of the InPlay Shares.

In August 2025, the Company sold all of our InPlay Shares to a third party. This consisted of selling 9,139,784 InPlay

Shares, at a price per InPlay Share of $10.00 for total proceeds of $91.4 million, which resulted in a $15.2 million
gain on the sale of these shares which was recorded in Other Income.
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11. Income taxes

The provision for income taxes reflects an effective tax rate that differs from the combined federal and provincial
statutory tax rate as follows:

Year ended December 31

2025 2024

Income (loss) before taxes $ 470 $ (265.1)
Combined statutory tax rate (") 23.0% 23.0%
Computed income tax expense $ 108 $ (61.0)
Increase (decrease) resulting from:

Share-based compensation 0.5 0.5

Non-taxable loss on repurchase of senior unsecured notes 1.2

Non-taxable dividend income (0.8) -

Adjustments related to prior years - (0.9)

Other 0.1 (1.1)
Deferred income tax expense (recovery) $ 118 § (62.5)

(1) The tax rate represents the combined federal and provincial statutory tax rates for the Company and our subsidiaries for the years ended
December 31, 2025 and December 31, 2024.

The net deferred income tax asset is comprised of the following:

Balance  Provision (Recovery) Balance
January 1, 2025 inIncome  December 31, 2025

Deferred tax liabilities (assets)
PP&E $ 165.7 $ (120.4) $ 45.3
Leases (1.7) (2.8) (4.5)
Risk Management 1.6 (0.9) 0.7
Decommissioning liability (43.2) 18.6 (24.6)
Share-based compensation (6.2) 0.2 (6.0)
Non-capital losses (389.5) 1171 (272.4)
Net deferred tax liability (asset) $ (273.3) § 118  § (261.5)
Balance  Provision (Recovery) Balance
January 1, 2024 in Income December 31, 2024

Deferred tax liabilities (assets)
PP&E $ 2479 $ 822) $ 165.7
Leases (4.0) 2.3 (1.7)
Risk Management 2.7 (1.1) 1.6
Decommissioning liability (39.7) (3.5) (43.2)
Share-based compensation (7.4) 1.2 (6.2)
Non-capital losses (410.3) 20.8 (389.5)
Net deferred tax liability (asset) $ (210.8) $ (62.5) $ (273.3)

As at December 31, 2025, Obsidian Energy had approximately $2.2 billion (2024 — $2.4 billion) in total tax pools,
including non-capital losses of $1.2 billion (2024 - $1.7 billion). The non-capital losses are available for immediate
deduction against future taxable income and expire in the years 2026 through 2041. The Company also had
approximately $61.3 million of Federal Scientific Research and Experimental Development (SR&ED) credits which
expire in the years 2029 through 2036.

Deferred income tax assets may only be recognized to the extent that it is probable that future taxable profits will be
available against which unused tax losses and deductible temporary differences can be utilized. The Company
expects to have sufficient taxable profits in future years in order to fully utilize the remaining deferred tax asset balance
of $261.5 million at December 31, 2025.

At December 31, 2025, Obsidian Energy had realized and unrealized net capital losses of $839.0 million (2024 -
$837.7 million). A deferred tax asset has not been recognized in respect of these losses as they may only be applied
against future capital gains.
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The Company has income tax filings that are subject to audit by taxation authorities, which may impact our deferred
income tax position or amount. The Company does not anticipate adjustments arising from these audits and
believes we have adequately provided for income taxes based on available information, however, adjustments that
arise could be material.

12. Shareholders’ equity

a) Authorized

i) An unlimited number of Common Shares.

i) 90,000,000 preferred shares issuable in one or more series.

If issued, preferred shares of each series would rank on parity with the preferred shares of other series with respect

to accumulated dividends and return on capital. Preferred shares would have priority over the common shares with
respect to the payment of dividends or the distribution of assets.

b) Issued
Shareholders’ capital Common Shares Amount
Balance, December 31, 2023 77,588,538 $ 2,1751
Issued pursuant to equity compensation plans (" 581,084 2.5
Repurchase of common shares for cancellation (4,484,820) (41.7)
Tax on repurchases of common shares ) - (0.7)
Balance, December 31, 2024 73,684,802 2,135.2
Issued pursuant to equity compensation plans (" 1,210,911 54
Repurchase of common shares for cancellation (7,621,387) (54.9)
Tax on repurchases of common shares @ - (0.9)
Balance, December 31, 2025 67,274,326 $ 2,084.8
(1) Upon vesting or exercise of equity awards, the net benefit is recorded as a reduction of other reserves and an increase to shareholders’
capital.
(2) Includes tax associated with common share repurchases less common share issuances under the Company's share-based compensation
plans.

Normal course issuer bid ("NCIB")

Pursuant to our return of capital initiative to our shareholders, the Company has an NCIB with the TSX. Purchases
under the NCIB are subject to having $65 million of liquidity and complying with the terms of our current credit facilities.
The total consideration paid includes commissions and fees and is recorded as a reduction to Shareholders' Equity.

The Company's NCIB program consisted of the following:

Year ended December 31

2025 2024
Number of common shares repurchased 7,621,387 4,484,820
Total consideration for common shares repurchased $ 549 $ 41.7
Average price per share $ 720 $ 9.30

The Company renewed our NCIB in March 2025 and subsequently repurchased and cancelled 7,144,408 common
shares which is the maximum number of common shares which could be repurchased under the NCIB.

Year ended December 31

Other Reserves 2025 2024
Balance, beginning of year $ 1086 $ 104.1
Share-based compensation expense 8.3 8.2
Net benefit on options exercised (" (7.3) (3.7)
Balance, end of year $ 1096 $ 108.6

(1) Upon exercise of options, the net benefit is recorded as a reduction of other reserves and an increase to shareholders’ capital.
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Preferred Shares

No Preferred Shares were issued or outstanding.

13. Share-based compensation

Share-based compensation expense relates to Options to acquire common shares granted under the Company's
Option Plan, RSUs granted under the RPSU plan, DSUs granted under the DSU plan, PSUs granted under the RPSU
plan and unrealized gains or losses under the equity forward contracts.

The DSU's and PSU's follow the liability method of accounting where the change in share price at the balance sheet
date results in a mark-to-market valuation. Settlement of the units or awards, which can be in the form of cash or
shares, only occurs when they vest. To mitigate the exposure to fluctuations in our share price, in the third quarter of
2025, the Company began entering into equity forward contracts and the mark-to-market valuation on these contracts
is also included in share-based compensation.

The Options and RSU's follow the equity method of accounting where the fair value of the option or unit is calculated
at the grant date and expensed over the expected life because these securities are typically settled in shares.

Share-based compensation consisted of the following:

Year ended December 31

2025 2024
DSUs $ 1.0 $ (0.6)
PSUs 1.8 (0.5)
NTIP ™ - 1.1
Equity forward contract loss 0.6 -
Liability based incentive plans $ 34 § -
RSUs $ 62 $ 6.1
Options 2.1 2.1
Equity based incentive plans 8.3 8.2
Share-based compensation $ 117 $ 8.2

(1) Restricted awards outstanding under the Non-Treasury Incentive Award Plan ("NTIP") were classified as a liability and were settled in cash.
There were no outstanding restricted awards under the NTIP at December 31, 2025.
(2) Relates to the equity forward contracts entered into to mitigate the Company's exposure to our share-based compensation plans.

The share price used in the fair value calculation of the DSU and PSU obligations and the equity forward contracts
at December 31, 2025 was $8.42 per share (2024 — $8.36). The unrealized loss on the equity forward contract at
December 31, 2025 was based on an average valuation of $8.62 per share compared to the fair value of $8.42 per
share.
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Restricted and Performance Share Unit plan

RSU grants under the RPSU plan

Obsidian Energy awards RSU grants under the RPSU plan whereby employees receive consideration that fluctuates
based on the Company’s share price on the TSX. Consideration can be in the form of cash or shares purchased on

the open market or issued from treasury.

Year ended December 31

RSUs (number of shares equivalent) 2025 2024
Outstanding, beginning of year 1,559,563 1,290,042
Granted 859,920 713,910
Vested (") (848,812) (363,484)
Forfeited (153,519) (80,905)
Outstanding, end of year 1,417,152 1,559,563

(1) Vested RSUs in 2025 and 2024 were settled in shares.
The fair value and weighted average assumptions of the RSUs granted during the years were as follows:

Year ended December 31

2025 2024
Average fair value of RSUs granted (per RSU) $ 750 $ 9.66
Expected life of RSUs (years) 3.0 3.0
Expected forfeiture rate 0.1% 0.1%

PSU grants under the RPSU plan

The RPSU plan allows Obsidian Energy to grant PSUs to employees of the Company.

The PSUs are classified as a liability on our Consolidated Balance Sheets as the PSUs are typically settled in cash.
The PSU liability fluctuates based on the Company’s share price on the TSX at each period end date. Employees

receive consideration only when the PSUs vest.

Year ended December 31

PSUs (number of shares equivalent) 2025 2024
Outstanding, beginning of year 635,910 896,690
Granted 438,140 271,940
Vested (") (124,610) (5632,720)
Forfeited (1,620) -
Outstanding, end of year 947,820 635,910

(1) Vested PSUs in 2025 and 2024 were settled in cash.

As at December 31

PSU liability 2025 2024
Current $ 1.2 §$ 1.5
Non-current 1.2 0.6
Total $ 24 $ 2.1
Option Plan

The Option Plan allows the Company to issue Options to officers, employees, directors and other service providers.
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Year ended December 31

2025 2024

Weighted Weighted

Number of Average Number of Average

Options Options Exercise Price Options Exercise Price
Outstanding, beginning of year 2,240,120 $ 4.59 2,305,489 $ 3.30
Granted 521,070 7.46 336,210 9.65
Exercised (" (779,722) 1.64 (401,579) 1.39
Forfeited (3,240) 9.65 - -
Outstanding, end of year 1,978,228 $ 6.50 2,240,120 § 4.59
Exercisable, end of year 1,290,527 $ 5.39 1,414,406 $ 3.51

(1) Exercised options in 2025 and 2024 were settled in shares.

The weighted average trading price of the Company's common shares was $7.87 for the year ended December 31,
2025 (December 31, 2024 - $9.32).

The fair value and weighted average assumptions of the Options granted during the years were as follows:

Year ended December 31

2025 2024
Average fair value of Options granted (per Option) $ 435 $ 6.41
Expected volatility 69.5% 76.7%
Expected life of Options (years) 4.8 4.5
Expected forfeiture rate 0.1% 0.2%

Deferred Share Unit plan
The DSU plan allows the Company to grant DSUs to non-employee directors only.

The DSU plan is classified as a liability on our Consolidated Balance Sheets as the DSUs are settled in cash. The
DSU liability fluctuates based on the Company’s share price on the TSX at each period end date. Non-employee
directors receive consideration only upon redemption of the DSUs following retirement from the Board of Directors,
not before this date, with the consideration based on the volume-weighted-average trading price of the common
shares on the TSX.

Year ended December 31

Deferred Share Units 2025 2024
Outstanding, beginning of year 1,960,272 1,893,280
Granted 101,658 66,992
Outstanding, end of year 2,061,930 1,960,272

As at December 31
DSU Liability 2025 2024
Current $ 175 § 16.5
Total $ 175 16.5

In 2025, none of the DSUs were redeemed (2024 - none). At December 31, 2025, the Company had no outstanding
DSUs that were redeemable.

Employee retirement savings plan

Obsidian Energy has an employee retirement savings plan (the “savings plan”) for the benefit of all employees. Under
the savings plan, employees may elect to contribute up to 10 percent of their salary and Obsidian Energy matches
these contributions at a rate of $1.00 for each $1.00 of employee contribution; provided that in order for an employee
to receive the full matching contribution they must allocate at least 25 percent (50 percent for officers) of their
contribution towards the purchase of Obsidian Energy shares. Both the employee’s and Obsidian Energy’s
contributions are used to acquire Obsidian Energy common shares or are placed in low-risk investments. Shares are
purchased in the open market at prevailing market prices.
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14. Per share amounts

The number of incremental shares included in diluted earnings per share is computed using the average volume-
weighted market price of shares for the year. Obsidian Energy computes the dilutive impact of the equity instruments
other than common shares assuming the proceeds received from the exercise of the in-the-money Options and the
vesting of RSUs under the RPSU plan are used to purchase common shares at average market prices.

Year ended December 31
2025 2024
Net income (loss) $ 352 % (202.6)

The weighted average number of shares used to calculate per share amounts was as follows:

Year ended December 31

Average shares outstanding (millions) 2025 2024
Basic 69.4 76.0
Dilutive impact (") 24 -
Diluted 71.8 76.0

(1) Includes impact of stock options, RSUs and PSUs.

For 2025, there were 1.1 million shares on a weighted average basis (2024 — 0.7 million) related to options
outstanding under the Option Plan plus RSUs and PSUs outstanding under the RPSU plan that were considered
anti-dilutive and/or not in the money and that have been excluded.

15. Changes in non-cash working capital increase (decrease)

Year ended December 31

2025 2024
Accounts receivable $ 319 § (18.0)
Prepaid expenses and other 1.4 (1.3)
Accounts payable, accrued liabilities and other non-current
liabilities (" (20.4) (20.4)
12.9 (39.7)
Operating activities 30.6 (35.7)
Investing activities (17.7) (4.0)
$ 129 § (39.7)

(1) Includes share-based compensation plans.
16. Capital management

Obsidian Energy manages our capital to provide a flexible structure to support capital programs, production
maintenance and other operational strategies. Attaining a strong financial position enables the capture of business
opportunities and supports Obsidian Energy’s business strategy of providing strong shareholder returns.

Obsidian Energy defines capital as the sum of shareholders’ equity and debt. Shareholders’ equity includes
shareholders’ capital, other reserves and the deficit. Debt includes drawings under our syndicated credit facility and
our senior unsecured notes.

Management reviews Obsidian Energy’s capital structure to allow our objectives and strategies to be met. The capital

structure is reviewed based on a number of key factors including, but not limited to, current market conditions, hedging
positions, trailing and forecast debt to funds flow ratios and other economic risk factors.
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The Company intends to continue to identify and evaluate hedging opportunities in order to reduce our exposure to
fluctuations in commodity prices and protect our future cash flows and capital programs.

As at December 31

2025 2024

Components of capital
Shareholders' equity $ 1,3916 $ 1,405.8
Long-term debt $ 184.0 $ 339.2

17. Commitments and contingencies
Obsidian Energy is committed to certain payments over the next five calendar years and thereafter as follows:

2026 2027 2028 2029 2030 Thereafter Total

Long-term debt (") $ - $ 90 $ - % - $ 1750 $ - $ 184.0
Transportation 16.9 14.5 12.0 12.1 5.7 - 61.2
Interest obligations 14.7 14.4 14.2 14.2 14.2 - 1.7
Lease liability 3.3 29 2.1 1.5 1.5 18.5 29.8
Decommissioning liability ? 8.9 12.2 115 10.9 10.3 53.4 107.2
Total $ 438 $ 530 $ 398 $ 387 % 2067 $ 71.9 § 453.9

(1) The 2027 figure includes our syndicated credit facility which has a term-out date of May 2027. The 2030 figure includes our senior unsecured
notes due in December 2030. Refer to Note 6 for further details. Historically, the Company has successfully renewed its syndicated credit
facility.

(2) These amounts represent the inflated, discounted future reclamation and abandonment costs that are expected to be incurred over the life
of the Company’s properties.

Obsidian Energy’s commitments relate to the following:

« Transportation commitments relate to costs for future pipeline access.

o Interest obligations are the estimated future interest payments related to Obsidian Energy’s debt
instruments.

« Lease liabilities pertain to various vehicle, surface lease commitments, the office lease and various facilities
that meet the definition of a lease under IFRS 16.

« The decommissioning liability represents the inflated, discounted future reclamation and abandonment
costs that are expected to be incurred over the life of our properties.

The Company is involved in various litigation and claims in the normal course of business and records provisions for
claims as required.

18. Related-party transactions
Operating entities

The consolidated financial statements include the results of Obsidian Energy Ltd. and our wholly owned subsidiaries,
including the Obsidian Energy Partnership. Transactions and balances between Obsidian Energy Ltd. and all of our
subsidiaries are eliminated upon consolidation.

Compensation of key management personnel

In 2025, key management personnel included the President and Chief Executive Officer, Chief Financial Officer,
Senior Vice-Presidents, Vice Presidents and the Board of Directors. The Human Resources, Governance &
Compensation Committee makes recommendations to the Board of Directors who approves the appropriate
remuneration levels for management based on performance and current market trends. Compensation levels of the
Board of Directors are also recommended by the Human Resources, Governance & Compensation Committee of the
Board.
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The remuneration of the directors and key management personnel of Obsidian Energy during the year is below.

Year ended December 31

2025 2024

Salary and employee benefits $ 46 $ 4.4
Share-based payments (") 6.1 1.9
$ 10.7 § 6.3

(1) Includes changes in the fair value of PSUs, DSUs and non-cash charges related to the Option Plan and RSUs outstanding under the RPSU
plan (equity method) for key management personnel.

19. Supplemental Items

In the consolidated financial statements, compensation costs are included in both operating and general and
administrative expenses. For 2025, employee compensation costs of $10.9 million (2024 - $15.6 million) were

included in operating expenses and $27.4 million (2024 - $26.9 million) were included in general and administrative
expenses on a gross basis.
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