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What is Bryan Mills Iradesso?

» Full-service financial communications firm
+ 50 full-time staff in Calgary and Toronto
» Locally focused on the energy sector

» Services include research, investor relations, branding,
presentations, websites and corporate communications

ig.bmir.com
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Qur investor relations clients include:

Bengal Energy NAL Oil & Gas Trust

Canadian Hydro Developers Novus Energy

Churchill Corporation PetroBakken Energy

Connacher Oil and Gas Petrobank Energy and Resources
Crescent Point Energy One Exploration

Delphi Energy Corp. Petrolifera Petroleum

Equal Energy Second Wave Petroleum
Essential Energy Services Southern Pacific Resource
Galleon Energy Strategic Oil & Gas

McCoy Corporation Trafina Energy
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» Every quarter we produce an iQ report for
investors comparing the results of junior and
intermediate oil and gas companies
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Free subscription available http://ig.bmir.com
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e — » The report helps fill an information void for
investors as they search for investment
opportunities and the story behind the story

QUARTERLY REPORT




James Cameron On Canada Qil Sands: 'Time To Put The Brakes On It'
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High oil inventories €

ould mean new lows

Government lowers royalties

Plunging natural gas prices chill sector

Energy boom erupts
along great arc of continent
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TSX Composite — 10 years
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TSX Small Cap — 10 Years

Zoom: 1d 5d im 3m Em ¥TD Lu Su 10y All Oct 06, 2000 - Dec 24, 2008 -L50.9 (-31.24%)

31.2%

2002 20 2004 2005 2006 2007 2008

2007

— 2002 —~~—z00¢" 2004 2005 2006

il 800

i
A NN
WM I\

32.2%

2002 2003 2004 2005 2006 2007 2008 2009 2010

2005 2005 7010

00120022003 2004 2005 2007

wn

BryanMills

TSX Energy Index — 10 years
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Natural gas storage trends higher
Stocks are 202 Bcf above the 5-year average of 3,212 Bcf

Working Gas in Underground Storage Compared with 5-Year Range
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Oil inventories trend to 20-year high

.5, Crude Oil Stocks
400 Million Barrels
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e« Canadaisthe U.S.’s

largest foreign source of
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Increasing crude oil exports to the U.S.
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Qil price trend
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Qil Price History and Forecast
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Natural gas price trend
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Natural Gas Price History and Forecast
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Alberta drilling activity trend
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The iQ Report — Criteria for inclusion

Primary business must be oil and gas
exploration, development and
production

Production must fall between 500
and 9,999 barrels of oil equivalent
per day (boe/d)

Maijority of production must be from
Western Canada

Must be publicly traded on the TSX
or TSX Venture Exchange
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The oil and gas universe
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IanZ 2010, there were 380 oil
and gas explorers and
producers trading on the TSX

and TSX-Venture Exchange
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Canadian companies

operating abroad
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The 59 juniors BryanMills m

junior
oil & gas companies
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Where does the data come from?

Production amounts - Management’s
discussion and analysis

Debt calculation = balance sheet
Expense breakdown - earnings statement

Cash flow from operations
- statement of cash flows

Share count = notes to financi
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Most meaningful metrics
Short-term
» Debt to cash flow
» Enterprise value vs production
 Enterprise value vs cash flow
Long-term
» Depletion, depreciation and accretion per boe
» Cash flow netback

Less meaningful metrics

Earnings

Q2 production BryanMills m
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« There are many more
juniors at the bottom

end of the production
range than at the top
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Q2 gas Welghtlng BryanMills
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The median natural gas
weighting is declining:
*75% in Q3 2009

*71% in Q1 2010

*65% in Q2 2010
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* Increasing production
is not easy to do due
to natural decline
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20 percent
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Q2 enterprise value Bryaniils
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Median = $51,106 boe/d

+ Companies that are
high on this chart may
be there because
investors deem them
to have strong growth
prospects.

« The median
intermediate had an
enterprise value of
$63,949/boe
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+ Companies near the
top of this chart are
seeing the most
economic benefit from
existing production.
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DD&A per boe
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Median = $25.15

» Depletion,
depreciation and
accretion expenses
are a writedown of
assets as they are
used up

« DD&A are an
approximation of
finding, development
and acquisition costs

Q2 cash flow multiple
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Median = 7.7 times

* The market
capitalization to
annualized cash flow
multiple changes
based on the market’s
view of a company’s
prospects.




Q2 net debt to cash flow ervanwis
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* Shows how long it
would take in years to
become debt free if
cash flow remained
steady
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September 2010 return
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Median = 4.8%
TSX Composite = 3.5%

Dig deeper than the platitudes

Strong
balance
sheet

Experienced

management
team

People Finance
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How to pick the perfect play
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People power

M Have they done it before?

M Are their interests aligned with shareholders?
M Do they offer the right blend of expertise?

M Are they decisive?

M Do they under promise and over deliver?
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The bottom line

M What is the debt position?

M Are their financial reports easy to understand?
M Who are the significant investors?

M Is the company able to live within its means?

M Does the company offer a capitalization advantage for
potential mergers and acquisitions?
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All set with assets

M What are the netbacks (margins)?

M How big are the reserves/resources?
M Is there repeatability?

M What are the risks?

M Who are the neighbours?

BryanMills

Show me the momentum

M Are the company’s assets wells positioned?

M Does the management team like to do deals?
M Is there a track record of drilling the right wells?
M Is the company able to execute?

M |Is the company telling its story to investors?
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Things to remember about small-caps

1. Reward is risky
2. Knowledge is power

3. You can do it, but get professional help

BryanMillsirad

& }You Can Do It. We Can Help.

www.homedepot.com
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Disclaimer

The information in this presentation is publicly available.
Bryan Mills Iradesso provides information to communicate
and educate investors about oil and gas companies and
trusts. This presentation does not constitute a solicitation or
recommendation for the purchase or sale of any security; it
is provided for information only and is not intended to serve
as investment advice. All viewers are encouraged to
conduct their own research.
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Contact Information

Geoffrey Vanderburg
Bryan Mills Iradesso

Suite 400, 805 — 10 Avenue SW
Calgary, Alberta

403.503.0144 x203
gvanderburg@bmir.com
www.bmir.com




