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ALVOPETRO ENERGY LTD. (ALV-TSXV)

Accelerated Murucututu Drilling Program Supports
Growth Outlook

ACTION: Maintain SPECULATIVE BUY and Target Price

Yesterday, ALV announced June production results, provided an operational update
on its Murucututu drilling program, and announced higher natural gas pricing
under its long-term gas sales agreement. June sales averaged 2,990 boe/d, bringing
Q2/26 sales to 3,067 boe/d, essentially in line with our forecast of 3,083 boe/d.
Operationally, management has accelerated its Murucututu drilling program, with the
183-H2 exploration well now expected to commence within the next two weeks, followed
immediately by the 183-G2 development well. In addition, the Company announced that
its weighted average realized natural gas price for firm gas sales is expected to increase to
approximately US$11.70/Mcf from August 1 through October 31, 2026, representing an
approximate 15% increase over the Q1/26 realized price. We view the update positively,
as higher gas pricing combined with an accelerated drilling program should support
stronger production and cash flow growth through the second half of 2026. We reiterate
our SPECULATIVE BUY recommendation and our US$9.70/ share target price, based on
a 4.2x multiple of our 2027 estimated funds flow.

Production Update: June sales averaged 2,990 boe/d compared to 3,076 boe/d in May,
while Q2/26 sales averaged 3,067 boe/d, approximately 89% weighted to natural gas
and essentially in line with our forecast. Brazilian operations averaged 2,894 boe/d
during the quarter, while Canadian production contributed an average of 173 bbl/d.
Overall production remained relatively stable despite ongoing development activity at
Murucututu, and we continue to expect production growth as new wells are brought
online later this year.

Murucututu (100% W.I) Operational Update: As previously announced, the 183-D1
development well was drilled to a measured depth of 3,263 metres and encountered 47.7
metres of aggregate potential natural gas pay across the Caruagu and Gomo formations
(see our June 9, 2026 research report here). Importantly, the well also encountered
21.9 metres of net pay within the lowermost Caruagu Member (Sequence 6.1), a zone
not currently included in the Company's reserve or resource estimates. Completion
equipment is currently being mobilized, with first production now expected in early
August.

Accelerated Murucututu Drilling Program: More importantly, management has
accelerated the Murucututu drilling program. The Company now expects to commence
drilling the 183-H2 exploration well within the next two weeks. The well will target the
prospective resource portion of the Caruacu structure and has the potential to further
expand the Company's already significant Murucututu resource base. Upon completion,
the drilling rig will move directly to the 183-G2 location, representing the first Caruacgu
development well drilled from the newly constructed G Pad.

IMPACT: Neutral/Positive

The operational update was largely in line with expectations; however, we believe the
key takeaway is the acceleration of the Murucututu drilling program together with
higher contracted natural gas pricing. The upcoming 183-H2 exploration well provides
another opportunity to expand the Caruagu resource base, while the subsequent 183-G2
development well should support future production growth. Combined with premium-
priced Brazilian natural gas, strategic infrastructure already in place, and major expansion
projects underway at Murucututu, we believe ALV remains well positioned to deliver
sustained production, cash flow, and shareholder returns over the next several years. We
reiterate our SPECULATIVE BUY recommendation.

RATING & TARGET PRICE
Rating SPECULATIVE BUY
Price C$9.19
Price Target C$9.70
Market Cap ($M) C$341.90
Projected Return 5.5%
MARKET DATA
ALV-TSXV C$9.19
52 Week Range C$10.54 - C$5.65
Basic Shares O/S (mm) 37.2
Fully Diluted O/S (mm) 39.1
Enterprise Value ($M) C$335.0
Net Debt ($M) C$(6.9)
ESTIMATES
2025A 2026E 2027E
FFO $MM) QI 92 125 136
Q2 105 12.7 14.6
Q3 10.4 12.5 14.5
Q4 10.5 12.7 14.7
FY 40.6 50.4 57.3
FFPS Q1  $0.25 $0.33 $0.37
Q2  $0.28 $0.34 $0.39
Q3  $0.28 $0.34 $0.39
Q4 3028 $0.34 $0.40
FY  $1.09 $1.36 $1.55
Production Q1 2,446 3,128 3,475
Q2 2436 3,067 3,875
Q3 2,343 3,091 3,975
Q4 2,867 3,141 4,075
FY 2,523 3,107 3,851

UPCOMING EVENTS/CATALYSTS
Q2 Results: August 2026.
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MURUCUTUTU

The 183-D1 well was drilled between the previously successful 183-A3 and 183-D4 wells within the Murucututu
development area. The well encountered 47.7 metres of aggregate net pay and further supports continuity of the

Caruagu reservoir.

Figure 1: Murucututu Caruagu Structure Map Showing 183-D1 Dev
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Source: Company presentation, Research Capital

This report has been created by analysts who are employed by Research Capital Corporation, a Canadian Investment Dealer.
For further disclosures, please see the Company Related Disclosure section of the report.
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Figure 2: Detailed Summary and Forecast

Alvopetro Energy Ltd. ALV
Share Data Market Value Stock Price Dividend Target Price
Basic Shares (mm): 37.2 Market Cap. (mm): $ 341.9 Close: $9.19 Per Q: US$0.12 Target: $ 9.70
Diluted Shares (mm): 39.1 Enterprise Value (mm): $ 335.0 High: $10.54 Annual: US$0.48 Return: 5.5%
Fully Diluted (mm): 39.1 Net Debt (W.C)) (mm): $ (6.9) Low: $5.65 Yield:  7.4% EV/DACF:; 42
Production 2024A QL25A Q2 25A Q3 25A Q4 25A 2025A[Q126A Q2 26E Q3 26E Q4 26E  2026E| 2027E
Oil & Liquids bbl/d 101 145 269 294 351 265 380 348 425 475 407 851
Natural Gas MMcf/d 10.2 13.8 13.0 12.3 15.1 13.5 16.5 16.3 16.0 16.0 16.2 18.0
Boe/d 6:1 1,794 2,446 2,436 2,343 2,867 2,523 | 3,128 3,067 3,091 3,141 3,107 | 3,851
Production Grow th % 41% | 28% @ 26% 32%  10% 23% 24%
Percentage Natural Gas % 94% 94% 89% 87%  88% 89%|( 88%  89% 86%  85% 87% 78%
Production/Million Shares 48 66 65 63 77 68 84 82 83 84 84 104
Funds Flow (US$) 2024A Q125A Q225A Q325A Q425A 2025A|Q126A Q226E Q3 26E Q4 26E  2026E| 2027E
Funds Flow US$ mm 33.3 9.2 10.5 10.4 10.5 40.6 12.5 12.7 12.5 12.7 50.4 57.3
Funds Flow /Share US$/share  $0.89 $0.25 $0.28  $0.28 $0.28 $1.09 [ $0.33 $0.34 $0.34 $0.34 $1.36 [ $1.55
Funds Flow /FD Share US$/share  $0.89 $0.24 $0.28  $0.28 $0.28  $1.08 [ $0.33  $0.33 $0.33  $0.33 $1.33 [ $1.51
$/Barrel of Oil Equivalent (US$) 2024A QL25A Q2 25A Q3 25A Q4 25A 2025A[Q126A Q2 26E Q3 26E Q4 26E  2026E| 2027E
Revenue US$/boe 69.31 63.67 63.20 65.76 59.74 62.92 | 61.78 64.08 64.64 64.73 63.81 58.94
Royalties US$/boe 1.99 7.60 2.97 3.54 3.83 4.46 4.19 5.13 5.17 5.18 4.92 7.05
Operating & Trans Costs US$/boe 6.33 5.30 5.51 6.32 6.21 5.85 5.46 6.47 6.92 7.18 6.51 6.16
Operating Netback US$/boe 60.99 50.76 54.72 55.91 49.70 52.62 | 52.12 52.48 5255 52.38 52.38 45.72
Funds Flow Netback US$/boe 50.81 41.90 47.25 48.47 39.64 44.08 | 44.42 4561 44.00 43.86 44.47 40.78
Valuation Metrics (C$) 2024A Q125A Q225A Q325A Q425A 2025A[Q126A Q226E Q3 26E Q426E 2026E| 2027E
FD Cash-Flow Multiple 7.6x 6.6x 6.0x 6.0x 6.0x 6.1x 5.1x 5.0x 5.1x 5.0x 5.0x 4.4x
EV/DACF Multiple 6.7x 5.8x 5.6x 5.6x 5.5x 5.7x 4.6x 4.6X 4.6x 4.5x 4.5x 4.0x
EV/Production C$/mboe/d 163.0 119.6 120.1 124.8 102.0 115.9 93.5 954 94.6 93.1 94.1 75.9
EV/boe Reserves C$/boe
Commodity Price 2024A Q1 25A Q2 25A Q3 25A Q4 25A 2025A|Q1 26A Q2 26E Q3 26E Q4 26E 2026E| 2027E
Brent US$/bbl 79.85 74.97 66.71 68.16 63.08 6821 | 78.10 95.00 80.00 75.00 82.01 75.00
Realized Oil Price US$/bbl 66.94 64.96 47.10 5042 47.99 48.86 | 56.24 80.00 65.00 60.00 65.31 64.00
Realized Natural Gas Price US$/Mcf 11.42 10.44 10.62 11.04 9.97 1049 | 10.14 11.12 1141 11.52 11.05 10.55
Exchange Rate 1US$=C3$ 1.37 1.43 1.38 1.38 1.38 1.39 1.38 1.38 1.38 1.38 1.38 1.38
Capex and Capital Structure 2024A QL25A Q2 25A Q3 25A Q4 25A 2025A[Q126A Q2 26E Q3 26E Q4 26E  2026E| 2027E
Capex US$ mm 15.3 8.4 9.0 11.2 4.9 335 5.1 10.0 5.0 5.0 25.1 32.0
Free Cash Flow 18.0 0.8 1.5 (0.8) 5.6 7.1 7.4 2.7 7.5 7.7 25.3 25.3
Capex/Cash Flow % 46% 91% 86% 108% 47% 83% 41% 79% 40% 39% 50% 56%
Dividend Yield % 5.4% 6.2% 6.0% 6.0% 7.2% 6.4%| 7.2% 7.2% 72% 7.2% 7.2% 7.2%
Free Cash Flow Net of Dividend US$ mm 4.8 (2.8) (2.2) (4.5) 12 (8.3) 2.9 .7) 3.1 3.2 7.5 7.5
Weighted Average Basic mm 37.3 37.3 37.3 37.3 37.3 37.3 37.4 371 37.1 37.1 37.2 37.1
Dilutive mm 37.6 37.8 37.8 37.9 37.7 37.7 38.1 38.1 38.1 38.1 38.1 38.1
Net Debt (W.C.) C$ mm (17.3) (13.0) (8.5) (30) (33) (33 (67 (34) (6.7) (10.1) (10.1)| (19.1)
Net Debt/Cash Flow na na na na na na na na na na na na
Net Asset Value Estimate
C$mm C$/share Reserve Estimate (December 31, 2025) Murucututu - Contingent Resources
Reserves (P+P) $428.0 $11.50 mboe % mboe US$mm C$/sh
Working Capital (Net Debt) ($6.9) ($0.19) Proven 8,054 61% Risked 3,805 88.0 $3.24
Net Asset Value Basic $434.9  $11.69 Probable 5,058 39% Unrisked 4,227 97.8 $3.60
Dilution $11.4 $0.31 2P 13,112 100%
Core NAV/FD Share $446.2  $11.42 Reserve Life Index (years RLI - (2P + Risked Contingent Resources)
Price/Core NAV 0.80x Production Production
Exploration Drilling $0.0 $0.00 2025 2026 2025 2026
Risked NAV/FDshare $446.2  $11.42 Proven 8.7 7.1 Proven 129 10.5
Price/Risked NAV 0.80x 2P 14.2 11.6 2P 184 14.9

Source: Company reports and Research Capital Corp.
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Company Description:

Alvopetro Energy Ltd. holds a concentrated land base of exploration and development assets located onshore in the state of Bahia in
Brazil. The Company owns an 18 MMcf/d natural gas plant and currently produces the majority of its gas from the Caburé field. Near-
term growth is expected from the development of the Murucututu natural gas project. Capital expenditures and a quarterly dividend are
expected to be fully funded with cash flow. In addition, ALV has expanded its operations into the WCSB with the a farm-in on lands
located in southern Saskatchewan.

Risks:

While this is not an exhaustive list, we view the following risks as being noteworthy to investors in Alvopetro Energy Ltd:

PRODUCTION CONCENTRATION RISK: In the near term, nearly all of Alvopetro’s production will be derived from the Caburé natural
gas field. Any production disruptions caused by natural disasters, labour strikes, or unscheduled maintenance of production facilities, or
reservoir performance could impact the company’s ability to achieve our targets and potentially impact valuation.

CABURE UNIT REDETERMINATION: On April 5, 2024, ALV announced that the independent expert appointed to determine the unit
interest split in the Caburé field ruled in favor of the Company. Consequently, ALV’s interest in the Caburé Unit increased to 56.2% from
the previous 49.1%, effective June 1, 2024. Alvopetro’s partner is disputing the redetermination result, and the full arbitration process
is ongoing.

NATURAL GAS PRICE: ALV’s natural gas production is sold according to a long-term gas sales agreement and is set quarterly and is
tied to Brent oil and Henry Hub natural gas prices. The price is then converted to a Brazilian Real (“BRL”) denominated natural gas price
A significant drop in commodity prices could have a material impact on our valuation.

EXCHANGE RATE RISK| Alvopetro an international company, is exposed to currency fluctuations including the Brazilian real, the US
dollar and Canadian dollar.

EXPLORATION RISK| Alvopetro has an active exploration/appraisal program. The exploration for, and production of, hydrocarbons
is a highly speculative activity which involves a high degree of risk. Exploration failure could have a material impact on our valuation.

POLITICAL RISK| Alvopetro is an international oil and natural gas exploration and production with primary activities in Brazil
and Canada and as a result is subject to political risks. The government extensively regulates the energy industry, with influence
over exploration and production activities, prices, taxes, royalties and export restrictions. New regulations or modifications to existing
regulations could adversely impact the company’s profitability.

Important Disclosures

Analyst Certification

I, Bill Newman, CFA, certify the views expressed in this report were formed by my review of relevant company data and industry
investigation, and accurately reflect my opinion about the investment merits of the securities mentioned in the report. I also certify that my
compensation is not related to specific recommendations or views expressed in this report. Each analyst of Research Capital Corporation
whose name appears in this report hereby certifies that (i) the recommendations and opinions expressed in this research report accurately
reflect the analyst’s personal views and (ii) no part of the research analyst’s compensation was or will be directly or indirectly related to
the specific conclusions or recommendations expressed in this research report.

Relevant Disclosures Applicable to Companies Under Coverage

Information about Research Capital Corporation's Rating System, the distribution of our research to clients and the percentage of
recommendations which are in each of our rating catergories is available on our website at www.researchcapital.ca

General Disclosures

Research Capital Corporation publishes research and investment recommendations for the use of its clients. The opinions, estimates
and projections contained in all Research Reports published by Research Capital Corporation ("RCC") are those of RCC as of the date
of publication and are subject to change without notice. RCC makes every effort to ensure that the contents have been compiled or
derived from sources believed to be reliable and that contain information and opinions that are accurate and complete; RCC makes no
representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions which may be
contained therein and accepts no liability whatsoever for any loss arising from any use of or reliance on its Research Reports or its contents.
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Information may be available to RCC that is not contained therein. Contents of this report cannot be reproduced in whole or in part
without the express permission of Research Capital Corporation. Research Reports disseminated by RCC are not a solicitation to buy or
sell. All securities not available in all jurisdictions.

Site Visit Disclosure

A Research Capital employee visited Gladiator Metals operations during the week of June 15, 2026.

Distribution Policy

Through www .researchcapital.com, our institutional and corporate clients can access our research as soon as it becomes available, 24-7.
New reports are continually uploaded to the site as they become available throughout the day. Clients may also receive our research
via Reuters, Bloomberg, FactSet, and Capital IQ. All of our research is made widely available at the same time to all Research Capital
client groups entitled to our research. In addition, research reports are sent directly to our clients based on their delivery preference (mail,
fax, e-mail).

Fair Dissemination of Research Reports and Ratings

To the extent reasonably practicable, Research Reports will be disseminated contemporaneously to all of Research Capital Corporation
("RCC") customers who are entitled to receive the firm's research. Until such time, Research Analysts will not discuss the contents of their
reports with Sales and Trading or Investment Banking employees. RCC equity research is posted to our proprietary website to ensure
eligible clients receive coverage initiations and changes in rating, targets and opinions in a timely manner. Additional distribution may
be done by the sales personnel via email, fax or regular mail. Please contact your Investment Advisor or Portfolio Manager for more
information regarding RCC research.

Percentage Distribution of Research Ratings

As required by the Canadian Investment Regulatory Organization, Research Capital provides a summary of the percentage
of its recommendations that fall into each category of our ratings. Our distribution of ratings is available on our website at
www.researchcapital.com

Information regarding our categories of recommendations, quarterly summaries of the percentage of our recommendations which fall into
each category and our policies regarding the release of our research reports is available at www.researchcapital.com or may be requested
by contacting the analyst.

Potential Conflicts of Interest

All Research Capital Corporation ("RCC") Analysts are compensated based in part on the overall revenues of RCC, a portion of which
are generated by investment banking activities. RCC may have had, or seek to have, an investment banking relationship with companies
mentioned in this report. RCC and/ or its officers, directors and employees may from time to time acquire, hold or sell securities mentioned
in our Research Reports as principal or agent. RCC makes every effort possible to avoid conflicts of interest, however readers should
assume that a conflict might exist, and therefore not rely solely on this report when evaluating whether or not to buy or sell the securities
of subject companies. Research Capital Corporation, its directors, officers and other employees may, from time to time, have positions
in the securities mentioned herein.

RC USA INC.

US Institutional Clients - Research Capital USA Inc., a wholly owned subsidiary of Research Capital Corporation, accepts responsibility
for the contents of this report. This report has been created by analysts who are employed by Research Capital Corporation, a Canadian
Investment Dealer. US firms or institutions receiving this report should effect transactions in securities discussed in the report through
Research Capital USA Inc., a Broker - Dealer registered with the Financial Industry Regulatory Authority (FINRA).

Member - Canadian Investor Protection Fund / membre - fonds canadien de protection des épargnants
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