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Post Financing Update - Over Two Catalysts with
Positive Outcome on Quebec

a L= | Cuda has completed two key catalysts we were expecting, being
e e (nc. Diviconds) siee 206 | the refinancing of the $35 MM bridge loan (with additional $8
Carent e ol | MM demand facility) and a $7.1 MM/14.3 MM share equity
Market Cap. (SMM) » | financing.

Enterprise Value ($MM) $50

e et e i %o | In addition, the company successfully disposed of their Quebec
ettty s | assets. Overall, we see the deal as a big positive for the

Annual Dividend per Share/Yield $0.00/ 0.0%
Fiscal Year End Dec 31

FORECAST

company given the removal of $6.3 MM in associated liabilities
(abandonment and dissenting shareholder) as well as bringing

Pricing 2018A 2019E 2020E A . .
WTI (USS/Bb) sss  ssees  sseo0 | in $4.3 MM of cash. We gave these assets no value in modeling
AECO Gas ($/Mcf) $1.53 $1.63 $1.85 - - - -
FX Rate (5CISUS) w77 wn s | SO nothing but upside from this transaction.
Production
o e we ' | Some Catalysts Done, Some Still to Come: There are a number of key
o 5 2T catalysts that we are watching in this early stage development story, and two
% Oi iquids ¥ % % . . . .
were completed through July, with the company refinancing their $35 MM /
Cash Flow (SMM) 2"2:3 201:5 20;‘5 10.5% bridge facility (with an additional $8 MM / 10.75% demand facility) and
Free CF (M) ($56) ($13) @1 | an equity financing which raised $7.1 MM at $0.50/share. With these closed,
we see the company in a good funding position for the next 12 months.
2018A 2019E 2020E
EVIDACF 600« 123 asx | The next catalysts coming for the story are the approval of unitization of the
e om0 sz w84 1 gas flood area at Barron Flats (hearing on Aug. 13) and the drilling of their first
2P NAV (8ish) soos | horizontal Frontier well at Cole Creek, which if successful (there is vertical
N #2 | production in the area) would be the biggest potential event to drive value for
PIRisked NAV osx | the company.
EV/boe 2P Rgserves (2018) o $0.00
T e = | POSitive Disposition of Quebec Assets: One significant development that
gqui?Bs(B/Z')/d) 48 35 3 728 happened during the financing was the sale of the Quebec assets, which
Boeld (6/1) 052 380 w2 1157 | brought in $4.3 MM of funds ($0.195/share pre financing / $0.118 post
CFPS (dil) -$0.02 -$0.02 -$0.01 $0.04

Source: Eight Capital
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Company Description

financing) and removed $6.3 MM of liabilities from the books ($0.287/share
pre financing / $0.174 post financing).

Given we gave ZERO value for these assets in our model (the regulatory
environment likely challenging most development) we see this as the best
outcome for the company.

Investment Thesis and Target Price

With this report, we are reducing our target price to $1.85/share (from $2.05)
based on a bit more dilution than we initially modeled with the financing given
the drop in equity market valuations for Jr./Int. E&Ps. Our target is based on a
3.5x 2020E EV/DACF multiple and our risked NAV (75% of total value - up from
50% following key financing activities), weighted 50/50.

We continue to see significant upside in the stock based on the horizontal
development potential in the Power River basin. Our risked NAVPS is $3.20 per
share while we get to a minimum value of $1.76/share based on M&A

Cuda is a junior producer focused on
oil production development in the
Power River Basin, with conventional oil
opportunities in Southern Alberta.

precedents in the PRB and $2.54/share based on median acreage metrics -
many angles to see significant upside in this stock.

Figure 1 on page 3 highlights our land valuation approach to the story while
Figure 2 has our detailed model changes with the update.

Please see Disclosures and Disclaimers at the end of this report.
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Cuda Oil & Gas Inc. (CUDA.CA)

All figures in $C unless otherwise noted

Production (Boe/d) 2017A 2018A 2019E 2020E
Q1 0 0 952 1,615
Q2 0 0 380 1,458
Q3 54 268 402 1,561
Q4 0 896 1,157 2,035
FY 14 573 722 1,668
% Gas 0% 67% 35% 25%
PPSG -34% 2675% -44% 31%
DAPPSG 3% 1033% -53% 27%
EIGHT CAPITAL BASE PRICING

Commodity Prices 2017A 2018A 2019E 2020E
WTI Crude Oil (US$/Bbl) $50.81 $64.95 $56.85 $58.00
AECO Natural Gas ($/Mcf) $2.18 $1.53 $1.63 $1.85
Forex (C$/US$) $0.77 $0.77 $0.76 $0.76

Financials ($MM)

Revenue (Production + Other) $0.0 $6.7 $13.1 $34.9
Royalty $0.0 ($1.5) ($2.8) ($7.6)
Hedging $0.0 $0.0 $0.0 $0.0
Operating/Transportation Costs $0.0 ($2.0) ($3.1) ($6.4)
G&A ($2.1) ($4.7) ($3.2) ($3.0)
Interest ($0.3) ($2.8) ($4.4) ($3.9)
Other Costs ($0.7) ($3.2) ($5.0) ($7.5)
Net Income Before Tax ($3.1) ($7.6) ($5.3) $6.5
Taxes (Current/Deferred) ($0.1) $0.0 $4.3 ($7.1)
Net Income After Tax ($3.2) ($7.6) ($1.0) ($0.5)
Total Non-Cash Items $0.7 $4.1 $0.3 $14.6
Cash Flow ($2.6) ($3.6) (30.7) $14.0
Net Debt (Surplus) ($24.0) $34.8 $41.8 $43.9
Average D/CF nmf nmf 190.4x 3.1x
Net Capital Spending $6.6 ($52.8) ($13.4) ($25.5)
Free Cash Flow $4.1 ($56.3) ($14.0) ($11.5)
Free Cash Flow Yield 10% -139% -37% -20%

Per Share Values

CFPS ($/sh dil) ($0.31) ($0.29) $0.01 $0.29
Basic Shares Outstanding (MM) 8.8 21.9 36.2 46.2
FD Shares Outstanding (MM) 11.3 175 41.1 54.5

$/Boe Values

Revenue (Production + Other) $18.41 $31.20 $49.57 $57.16
Hedging Gains (Losses) $0.00 $0.00 $0.00 $0.00
Royalties $0.00 ($7.21)  ($10.68)  ($12.48)
Operating/Transportation Costs $0.00 ($9.75)  ($11.58)  ($10.43)
Operating Netback $1.88 $14.82 $27.38 $34.26
G&A ($414.38)  ($22.44)  ($12.12)  ($4.91)
Interest ($69.76)  ($13.53)  ($16.66)  ($6.36)
Cash Taxes/Other ($33.04) $4.13 $2.23 ($0.00)
Cash Flow Netback ($515.29) ($17.02) $0.83 $22.98

Valuation and Performance

2019E EV/DACF 12.3x
2020E EV/DACF 3.5x
Target 2020E EV/DACF 3.6x
2019E PPSG -44%
P/2P NAV -196%
P/Upside NAV 43%
2019E EV/Boe/d $78,722
2018A EV/Boe P+P $3.90

Source: Eight Capital
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Reserves 2015A 2016A 2017A 2018A
Proven (MMBoe) 0.01 0.01 0.02 4.94
Proven + Probable (MMBoe) 0.02 0.09 0.09 14.58
STRIP PRICING

Commodity Prices 2017A 2018A 2019E 2020E
WTI Crude Oil (US$/Bbl) $50.81 $64.95 $56.83 $54.60
AECO Natural Gas ($/Mcf) $2.18 $1.53 $1.63 $1.58
Forex (C$/US$) $0.77 $0.77 $0.76 $0.77
Revenue (Production + Other) $0.0 $6.7 $13.1 $32.0
Royalty $0.0 ($1.5) ($2.8) ($7.0)
Hedging $0.0 $0.0 $0.0 $0.0
Operating/Transportation Costs $0.0 ($2.0) ($3.1) ($6.3)
G&A ($2.1) ($4.7) ($3.2) ($3.0)
Interest ($0.3) ($2.8) ($4.4) ($4.0)
Other Costs ($0.7) ($3.2) ($5.0) ($7.5)
Net Income Before Tax ($3.1) ($7.6) ($5.4) $4.2
Taxes (Current/Deferred) ($0.1) $0.0 $4.3 ($4.6)
Net Income After Tax ($3.2) ($7.6) ($1.0) ($0.3)
Total Non-Cash Items $0.7 $4.1 $0.3 $12.1
Cash Flow ($2.6) ($3.6) ($0.7) $11.7
Net Debt (Surplus) ($24.0) $34.8 $41.8 $45.9
Average D/CF nmf nmf 203.0x 3.9x
Net Capital Spending $6.6 ($52.8) ($13.4) ($25.2)
Free Cash Flow $4.1 ($56.3) ($14.1) ($13.5)
Free Cash Flow Yield 10% -139% -37% -24%

Per Share Values

CFPS ($/sh dil) ($0.31) ($0.29) $0.01 $0.24
Basic Shares Outstanding (MM) 8.8 21.9 36.2 46.2
FD Shares Outstanding (MM) 11.3 175 41.1 54.5

$/Boe Values

Revenue (Production + Other) $18.41 $31.20 $49.51 $52.41
Hedging Gains (Losses) $0.00 $0.00 $0.00 $0.00
Royalties $0.00 ($7.21)  ($10.67)  ($11.46)
Operating/Transportation Costs $0.00 ($9.75)  ($11.58)  ($10.32)
Operating Netback $1.88 $14.82 $27.33 $30.63
G&A ($414.38)  ($22.44)  ($12.12)  ($4.91)
Interest ($69.76)  ($13.53)  ($16.66)  ($6.51)
Cash Taxes/Other ($33.04) $4.13 $2.23 ($0.00)
Cash Flow Netback ($515.29)  ($17.02) $0.78 $19.21

Valuation and Performance

2019E EV/DACF 12.6x
2020E EV/DACF 4.2x
Target 2020E EV/DACF 3.6x
2019E PPSG -44%
P/2P NAV -132%
P/Upside NAV 41%
2019E EV/Boeld $80,497
2018A EV/Boe P+P $3.99
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Figure 1: Powder River Basin Transaction Metrics & Implied Cuda Valuation

August 1, 2019

Date
Announced Buyer Seller

28-Aug-18
28-Aug-18
28-Aug-18
30-Jun-18
11-Jun-18

9-May-18
17-Jan-18

9-Jan-18

Vermillion Energy

Rebellion Energy Il LLC
Navigation Powder River LLC
Anadarko

Cuda Oil and Gas Inc.
Undisclosed Buyer
Undisclosed Buyer
Northwoods Energy LLC

*There was also 15,000 acres exchanged to the seller in another basin as part of this transaction.

Transaction Production Acreage
Value (US$ MM) Acquired (Boe/d) [ Acquired (Net)
Massif Oil & Gas $143.0 2,527 55,000 $2,601 $1,429
Liberty Resources Il LLC $100.0 na 19,000 $5,263 $5,263
Undisclosed $10.0 na 3,000 $3,333 $3,333
Undisclosed $100.0 na 40,000 $2,500 $2,500
Undisclosed $37.0 300 7,000 $5,286 $4,193
Samson Resources Il LLC $44.4 na 7000* $6,343 $6,343
BXP Partners IV LP $10.0 na 3,393 $2,947 $2,947
SM Energy $500.0 2,200 112,200 $4,456 $3,956
Minimum: $2,500 $1,429
Median: $3,895 $3,645
Maximum: $6,343 $6,343
Cuda Acreage Valuation ($MM)
Net Acreage 12,500 Minimum Valuation $108.1
Less YE 2020 Net Debt $43.9
Minimum Acreage Value ($1,429/ac.)  $17.9 Equity Value $64.2
Median Acreage Value ($3,140/ac.) $45.6
Shannon NPV (gas flood risked 50%)  $90.2 Median Valuation $135.8
Less YE 2020 Net Debt $43.9
Total Minimum Value $108.1 Equity Value $91.9
Total Median Value $135.8 Median Equity Value per Share $2.54

Source: Company reports, Bloomberg and Eight Capital
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Model Changes

In our modeling, we have made a few adjustments, pushing back some development in 2019 (financing timing and
unitization approval have made some minor delays in our drilling assumptions) and moving some gas flood spending from
Q1/21 to Q4/2020. Overall we see some compression in our 2019 assumptions but see as 4.4% increase in our 2020
production forecast while our CF estimates increase 10.8% mainly from lower operating cost assumptions. Our unrisked
asset value for the company is effectively unchanged at $241 MM (from $243 MM) although NAVPS falls to 13.7% given
more dilution from the equity financing than we originally assumed and given the compression in the share price before
the deal.

Figure 2: Change in Estimates

2019E 2020E

Prior Current Gross Prior Current Gross
Estimates  Estimates Impact % Impact Estimates  Estimates Impact % Impact
Production
Crude QOil (Bbl/d) 591 433 -158 -26.7% 1,156 1,136 -20 -1.7%
NGLs (Bbl/d) 56 36 -20 -35.3% 120 112 -8 -6.5%
Total Liquids (Bbl/d) 647 470 -178 -27.4% 1,276 1,248 -27 -2.2%
Natural Gas (MMcf/d) 1.9 15 -0.4 -20.2% 1.9 2.5 0.6 30.4%
Total Production (Boe/d) 964 722 -242 -25.1% 1,598 1,668 70 4.4%
% Gas 33% 35% 2% 20% 25% 5%
PPS (MM diluted sh.) 36 26 -10 -28.8% 44 34 11 -23.8%
Financials
Cash Flow ($MM) $2.8 $0.2 -$2.5 -92.0% $12.7 $14.0 $1.4 10.8%
CFPS (diluted sh.) $0.10 $0.01 -$0.10 -92.4% $0.35 $0.29 -$0.07 -19.1%
Development Capex $18.5 $17.7 -$0.8 -4.4% $21.6 $25.5 $4.0 18.4%
Total Capex $18.5 $13.4 -$5.1 -27.6% $21.6 $25.5 $4.0 18.4%
Dividend $0.0 $0.0 $0.0 nmf $0.0 $0.0 $0.0 nmf
NCIB $0.0 $0.0 $0.0 nmf $0.0 $0.0 $0.0 nmf
Net Debt $41.6 $41.8 $0.2 0.5% $41.0 $43.9 $2.9 7.1%
DICF 15.1x 190.4x 175.3x 3.2x 3.1x -0.1x
Q4 Annualized D/CF 4.3x 7.6x 3.3x 2.4x 2.3x -0.1x
Netback ($/Boe)
Revenue $49.53 $49.57 $0.04 0.1% $57.27 $57.16 ($0.11) -0.2%
Hedging Gain/(Loss) 0.00 0.00 0.00 nmf 0.00 0.00 0.00 nmf
Royalties (10.69) (10.68) 0.01 -0.1% (12.83) (12.48) 0.35 -2.7%
Operating & Transportation Costs (11.92) (11.58) 0.34 -2.9% (11.28) (10.43) 0.86 -7.6%
Other 0.06 0.07 0.02 33.5% 0.00 0.00 0.00 nmf
Operating Netback $26.97 $27.38 $0.41 1.5% $33.16 $34.26 $1.10 3.3%
G&A Expenses (7.97) (12.12) (4.15) 52.0% (4.96) (4.91) 0.05 -0.9%
Interest Expenses (12.85) (16.66) (3.81) 29.7% (6.55) (6.36) 0.19 -2.9%
Other 1.42 2.23 0.81 56.9% (0.00) (0.00) 0.00 0.0%
Cash Netback $7.57 $0.83 ($6.74) -89.0% $21.65 $22.98 $1.34 6.2%
Valuation
EVIDACF 3.9x 3.9x 0.0x 3.1x 3.1x 0.0x
Upside NAVPS $3.71 $3.20 -$0.51 -13.7%
P/NAVPS 55% 55% 0%

Source: Eight Capital
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Disclosures and Disclaimers

This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Eight Capital, a
member of the Investment Industry Regulatory Organization of Canada, and the Canadian Investor Protection Fund. Eight
Capital accepts responsibility for the dissemination of this report. Non-client recipients of the research report should not
rely solely on the investment recommendations contained herein and should consult their own professional advisors. Eight
Capital will not treat any non-client receiving this report as its own. Institutional clients who require additional information
on securities discussed in this report should contact a qualified sales person at Eight Capital.

Eight Capital accepts no liability whatsoever for any loss arising from any use or reliance on this research report or the
information contained herein.

This research report is being provided only to institutional clients of Eight Capital and is intended for informational
purposes only. This research report is not an offer to sell or the solicitation of an offer to buy any of the securities
discussed herein. The information contained in this research report is prepared from publicly available information,
internally developed data and other sources believed to be reliable, but has not been independently verified by Eight
Capital. Eight Capital makes no representations or warranties with respect to the accuracy, correctness or completeness of
such information and they should not be relied upon as such.

All estimates, opinions and recommendations expressed herein constitute judgments as of the date of this research report
and are subject to change without notice. Eight Capital does not accept any obligation to update, modify or amend this
research report or to otherwise notify a recipient of this research report in the event that any estimates, opinions and
recommendations contained herein change or subsequently become inaccurate or if this research report is subsequently
withdrawn.

Past performance is not a guarantee of future results, and no representation or warranty, expressed or implied, is made
regarding future performance of any security mentioned in this research report. The price of the securities mentioned in
this research report and the income they generate may fluctuate and/or be adversely affected by market factors or
exchange rates, and investors may realize losses on investments in such securities, including the loss of investment
principal. Nothing in this research report constitutes legal, accounting or tax advice. Investors should consult with his or
her independent legal or tax adviser in this regard.

US Residents: This report is provided to US residents under a chaperoning arrangement pursuant to Rule 15a-6 of the U.S.
Securities Exchange Act of 1934 (the "Rule"). Eight Capital is a non-U.S. broker-dealer for the purposes of the Rule and is
not registered with the Financial Industry Regulatory Authority, the Securities and Exchange Commission or any state
securities regulatory authority. This research report is intended only for persons who are a “major U.S. institutional
investor” which is defined as a U.S. institutional investor or any other entity which owns or manages at least $100 million
in financial assets. This research report is not a solicitation to sell the securities discussed herein; however, should you
choose to make an unsolicited transaction in such securities we may refer you to our chaperone. Please be advised that
Eight Capital may earn a commission in connection with transactions through our chaperone and, in certain cases, our
chaperone may give up trading to Eight Capital for execution.

Eight Capital Corp. is a U.S. registered broker-dealer, a member of FINRA and an affiliate of Eight Capital. Eight Capital
Corp. accepts responsibility for the contents of this research report, subject to the terms and limitations as set out above.
U.S. residents seeking to effect a transaction in any security discussed herein should contact Eight Capital Corp. directly.
Research reports published by Eight Capital are intended for distribution in the United States only to Major Institutional
Investors (as such term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and
are not intended for the use of any person or entity.

Dissemination of Research

Eight Capital’s Research is distributed electronically through email, website (password protected) or hard copy.
Dissemination of initial research reports and any subsequent research reports is made simultaneously to a pre-determined
list of clients of Eight Capital’s Institutional Sales and Trading representatives.

Conflicts of Interest

Eight Capital has written procedures designed to identify and manage potential conflicts of interest that arise in connection
with its research and other businesses. The compensation of each Research Analyst/Associate involved in the preparation
of this research report is based competitively upon several criteria, including performance assessment criteria, the quality
of research and the value of the services they provide to clients of Eight Capital. The Research Analyst compensation pool
includes revenues from several sources, including sales, trading and investment banking. Research analysts and associates
do not receive compensation based upon revenues from specific investment banking transactions.

Eight Capital generally restricts any research analyst/associate and any member of his or her household from executing
trades in the securities of a company that such research analyst covers, with limited exception.

Should this research report provide web addresses of, or contain hyperlinks to, third party web sites, Eight Capital has not
reviewed the contents of such links and takes no responsibility whatsoever for the contents of such web sites. Web
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addresses and/or hyperlinks are provided solely for the recipient's convenience and information, and the content of third
party web sites is not in any way incorporated into this research report. Recipients who choose to access such web
addresses or use such hyperlinks do so at their own risk.

Unless publications are specifically marked as research publications of Eight Capital, the views expressed therein
(including recommendations) are those of the author and, if applicable, any named issuer or Investment Dealer alone, and
have not been approved by, nor are they necessarily those of, Eight Capital. Eight Capital expressly disclaims any and all
liability for the content of any publication that is not expressly marked as a research publication of Eight Capital.

Forward-looking statements are based on current expectations, estimates, forecasts and projections based on beliefs and
assumptions made by the author. These statements involve risks and uncertainties and are not guarantees of future
performance or results and no assurance can be given that these estimates and expectations will prove to have been
correct, and actual outcomes and results may differ materially from what is expressed, implied or projected in such
forward-looking statements.

Research Analyst Certification
Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby certifies that:
e the views and recommendations expressed herein accurately reflect his/her personal views about any and all
of the securities or issuers that are the subject matter of this research report;
e his/her compensation is not and will not be directly related to the specific recommendations or views
expressed by the Research Analyst in this research report;
e they have not affected a trade in a security of any class of the issuer whether directly or indirectly through
derivatives within the 30-day period prior to the publication of this research report;
e they have not distributed or discussed this Research Report to/with the issuer, investment banking at Eight
Capital or any other third party except for the sole purpose of verifying factual information; and
e they are unaware of any other potential conflicts of interest.

The Research Analyst involved in the preparation of this research report does not have any authority whatsoever (actual,
implied or apparent) to act on behalf of any issuer mentioned in this research report.

Informal Comment

Informal Comments are analysts’ informal comments that are posted on the Eight Capital website. They generally pertain to
news flow and do not contain any change in analysts' opinion, estimates, rating or target price. Any rating(s) and target price(s)
in an Informal Comment are from prior formal published research reports. A link is provided in any Informal Comment to all
company specific disclosures and analyst specific disclosures for companies under coverage, as well as general disclosures and
disclaimers.

Presentations

Presentations do not include disclosures that are specific to analysts and specific to companies under coverage. Please refer to
formal published research reports for company specific disclosures, analyst specific disclosures and valuation methodologies
used in determining target prices for companies under coverage.

Idea of Interest

Eight Capital has not initiated formal and continuous coverage of the companies mentioned in these publications, and
maintain no recommendation, price target or earnings forecast. Statements and analysis in these publications are
introductory in nature and may be published from time to time based on publicly available information.

IHIROC Rule 3400 Disclosures: A link (here) is provided in all research reports delivered by electronic means to disclosures
required under IIROC Rule 3400, including disclosures for sector research reports covering six or more issuers.

Explanation of Recommendations

Eight Capital target: Represents the price target as required under IIROC Rule 3400. Valuation methodologies used in
determining the price target(s) for the issuer(s) mentioned in this research report are contained in current and/or prior
research. Eight Capital target N/A: a price target and/or NAV are not available if the analyst deems there are limited
financial metrics upon which to base a reasonable valuation.

Recommendations: BUY: Total returns expected to be materially better than the overall market with higher return
expectations needed for more risky securities. NEUTRAL: Total returns expected to be in line with the overall market.
SELL: Total returns expected to be materially lower than the overall market. TENDER: The analyst recommends tendering
shares to a formal tender offer. UNDER REVIEW: The analyst will place the rating and/or target price Under Review when
there is a significant material event with further information pending; and/or when the analyst determines it is necessary
to await adequate information that could potentially lead to a re-evaluation of the rating, target price or forecast; and/or
when coverage of a particular security is transferred from one analyst to another to give the new analyst time to reconfirm
the rating, target price or forecast.
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SECURITY ABBREVIATIONS: NVS (non-voting shares); RVS (restricted voting shares); RS (restricted shares); SVS

(subordinate voting shares).

Eight Capital Equity Research Ratings:

88% 78%

7%

66%

55%

44%

33% 5504

21%
22% A

11% 1 3% 1%

0%

0%

Buy Neutral Sell

As at June 30, 2019
Source: Eight Capital

W% of companies covered by Eight Capital in each rating
category

0% of companies within each rating category for which Eight
Capital has provided investment banking services for a fee
in the past 12 months.
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