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UE20 Performance Vs. Benchmarks
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Oil Creeps Towards $60 But Stocks Fall

The Ubika Energy 20 Index fell 11% since our last report dated October 16, 2017, as it
underperformed its benchmarks, WTI oil and the TSX/S&P Energy Index, which returned
10.5% and -2%, respectively, over the same period. Notable performers for this report
include:

TORC Oil & Gas Ltd (TSX:TOG), which increased 12% since our last report date,
driven primarily by higher oil prices.

Cardinal Energy Ltd (TSX:CJ), which returned 6%, also fueled by the rally in oil.

Granite Oil Corp. (TSX:GXO), which declined 11% following the announcement of a
lower 2018 production guidance Y/Y.

Industry Highlights:

Axa SA (EPA:CS), one of the world’s largest insurers, announced plans to divest
€700M worth of interest in Canadian oil sands. The insurance giant released a
statement on December 12, stating that it would step up its green initiatives by divesting
its oil sands interests and phasing out insurance coverage for oil sands businesses.

Saudi Aramco announced a $40 billion investment program, up 25% from the
previous year. The world’s largest oil producer announced it would spend US$40
billion annually up to 2027. The announcement came as a surprise to many, as oil
companies across the world are attempting to reign in spending with sub US$60 crude
and the impending electrification of the transportation industry.

U.S. crude oil stock falls as OPEC/Non-OPEC supply cuts seemingly continue to
rebalance the market. The U.S. Energy Information Administration (EIA) released its
latest data on December 13, which indicated a continued decline in crude oil stock, that
remains at the upper end of its five-year range. The table below shows crude oil stock
over the last two years along with the its five-year range.

Figure 1: U.S. Crude Oil Stocks
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Source: U.S. Energy Information Administration
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Notable Performers

TORC Oil and Gas Ltd (TSX:TOG)

TORC Oil and Gas Ltd focuses primarily on the production of light oil at its properties in Western
Canada and distributes monthly dividends to shareholders at yield of 3.6%. The Company operates
in three zones, two are in Saskatchewan and one is in Alberta. TORC’s stock price has jumped 12%
since our last report date, driven primarily by the October rally in oil prices resulting in higher
margins and a safer dividend payout.

On December 11, the Company announced its Q3/2017 results along with an increased 2018
production guidance driven by a capital budget of $165M and a series of acquisitions discussed
below. During 2018, TORC expects an average production of 23,000 boe/d, up 10.5% Y/Y. During
Q4/2017, TORC completed the net acquisition of 900 boe/d capacity, acquired for 5.8M common
shares and $25M in cash. In conjunction with the acquisition, TORC expects to add 44 gross
(37.2 net) conventional wells at its properties. In addition, TORC has a strong pipeline in place
for production growth, with over 400 development locations identified at its properties. Assuming
an average production of 22,500 boe/d, the table below shows TORC’s sensitivity to varying
commodity prices. Based on the sensitivity, TORC expects to generate surplus cash of $44M
during the year at current WTI prices.

Figure 2: TORC Commodity Sensitivity

Source: Corporate Presentation
*net wells represent the Company’s ownership interest in the wells, after royalties

TORC has an average price target of $8.49, representing a 22% upside for the stock along with 17
Buy and no Hold or Sell ratings.
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Cardinal Energy Ltd (TSX:CJ)

Cardinal Energy is a Canada-based producer with operations focused in Alberta and
Saskatchewan, which pays regular monthly dividends at a yield of 9.2%. Cardinal’s stock price
increased 6% since our last report date, following the October jump in oil prices.

Cardinal’s four major areas of production include the North, Central and South zones (Alberta),
along with the SE Saskatchewan zone outlined below.

Figure 3: Cardinal Production Facilities

Source: Corporate Filings

On December 12, the Company announced its 2018 capital budget, which projects an adjusted
funds flow of $125M during 2018. Based on the projection, the Company expects to incur
$55.5M in CAPEX during the year and ~$46M for dividends of $0.42 per share. In addition,
Cardinal plans to use the remaining funds for an acquisition outlined below. In total, Cardinal
expects to spend ~90% of its 2018 adjusted cash flows on acquisitions dividends and CAPEX.

In 2018, the Company plans to drill 13.5 net wells and optimize its existing wells and pipelines.
Furthermore, Cardinal expects to allocate 37% of the budget towards the North zone, 17%
towards to South zone, 9% for the Central zone and the remaining 37% towards Saskatchewan. In
addition to capital expenditures, Cardinal has agreed to purchase an additional 10% interest in its
Midale unit (SE Saskatchewan) for $22.5M in cash and stock. With planned capital expenditures
and acquisitions in place, Cardinal expects 2018 production to average 21,000 - 21,500 boe/d.
Importantly, the Company expects a product mix of 87% oil and 13% natural gas.

Cardinal has an average price target of $6.38, representing a 31.5% upside for the stock, along
with eight Buy, five Hold and no Sell recommendations.
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Granite Oil Corp. (TSX:GXO)

Granite Oil Corp is a Calgary-based oil producer focused on production at its Alberta Bakken oil
pool. Granite pays out monthly dividends at a yield of 14.1%. While the stock was temporarily
boosted by the jump in oil prices, Granite’s November announcement of lower expected
production in 2018 and in Q4/2017 sent its stock price down 16% during that week.

Granite’s Alberta Bakken oil pool comprises 350,000 acres with 96 horizontal wells in the main
area and 66 additional wells in a new exploration area. In addition, Granite has employed an
Enhanced Oil Recovery (EOR) program, which re-injects gas to maintain oil pressure as the
reservoir gets depleted.

On November 9, the Company announced revised guidance for the remainder of 2017 and a
lower-than-expected capital budget for 2018. Due to mechanical difficulties from the use of new
technology, the Company revised its 2017 annual production guidance to 2,750 boe/d (previously
2,900 - 3,000 boe/d). Furthermore, despite the uptick in oil prices, Granite announced 2018
production guidance of 2,600 - 2,700 boe/d, which would deliver annual cash flows of $27M.
With the expected cash flows, Granite expects to incur $12M in CAPEX and plans to maintain
its 2018 dividend at $0.42 per share ($14.6M) for planned total expenditures of $26.6M (~99%
of 2018 cash flows).

In order to ensure the stability of its dividend, the Company has hedged significant portions of
2018 production. The Company’s quarterly hedges for 2018 are shown below

*  Q1/2018 - 1,100 barrels/day at US$52.33
*  Q2/2018 - 800 barrels/day at US$51.38
*  Q3/2018 - 800 barrels/day at US$52.90
¢ Q3/2018 - 800 barrels/day at US$52.90

With an average price target of $5.25, GXO has a 72.7% upside along with four Buy, one Hold
and no Sell recommendations.
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Upcoming Catalysts:

OPEC & Non-OPEC producers remain committed to supply cuts, potentially not for long...
UAE (currently holds OPEC presidency) announced that the cartel (including Russia) remains
committed to supply cuts which currently run until 2018. However, it also mentioned that a
strategy to exit the production cuts may be announced as early as June 2018.

On the other hand, U.S. crude domestic production has increased by ~0.4 million barrels per
day since October (shown below), as WTI oil rallied X% over the same period. In its December
13 report, the EIA expects a mostly balanced market in 2018 with supply outpacing demand
marginally, driven by rising shale production. According to the report, Brent and WTI should
average US$57 and US$52 during 2018.

Figure 4: U.S. Crude Domestic Production
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Important Disclosure

Smallcappower.com is owned and operated by Ubika Corporation whose divisions include Ubika Research and Ubika Communications. Ubika Corp. is a wholly
owned subsidiary of Gravitas Financial Inc. The following terms and conditions (“Terms of Use”) govern the use of this website (“site”) www.SmallCapPower.com.
By accessing this site, you agree to comply with and be legally bound by the Terms of Use as set out herein. Ubika reserves the right to seek all remedies available
at law and in equity for violations of these Terms of Use, including the right to block access from a particular internet address to our site.

Disclaimer

Ubika Corporation and its affiliates or partners will seek to provide services to companies mentioned on the smallcappower.com website. Hence, all information
available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or recommendation to buy or sell securities.
Ubika Corporation and its related companies (including its directors, employees and representatives) or a connected person may have ownership/stock positions in,
or options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/
or commodity futures contracts in certain underlying companies mentioned in this site and which may also be clients of Ubika’s affiliates. In such instances, Ubika
and/or its affiliates and/or their respective officers, directors or employees will use all reasonable efforts to avoid engaging in activities that would lead to conflicts
of interest and Ubika and/or its affiliates will use all reasonable efforts to comply with conflicts of interest disclosures and regulations to minimize the conflict.

Specifically all companies mentioned or listed as “Analyst Covered Companies” at smallcappower.com and which are shown under the heading “Analyst Covered
Companies” on the page: http://www.smallcappower.com/companies have entered into a commercial relationship with Ubika Corporation or our affiliates for
capital market services and have paid fees and/or shares or stock options or warrants for being featured and mentioned in smallcappower.com. Hence these
“Analyst Covered Companies” at smallcappower.com are shown at the website as an advertisement only and any mention of these companies does not and will
not constitute an offer to buy or sell securities in the featured companies. Ubika Corporation, its affiliates or partners will seek to provide services to companies
mentioned in smallcappower.com website. Hence, all information available on smallcappower.com should be considered as commercial advertisement and not an
endorsement, offer or recommendation to buy or sell securities.

Ubika Corporation and its divisions Ubika Communication and Ubika Research (collectively, “Ubika”) are not registered with any financial or securities regulatory
authority in Ontario or Canada, and do not provide nor claims to provide investment advice or recommendations to any visitor of this site or readers of any content
on this site.

The information on this site is for informational purposes only. This site, including the data, information, research reports, press releases, findings, comments,
views and opinions of Ubika’s analysts, columnists, speakers or commentators, and other contents contained in it, is not intended to be: investment, tax, banking,
accounting, legal, financial or other professional or expert advice of Ubika or its affiliates, or a recommendation, solicitation or offer by Ubika or its affiliates to
buy or sell any securities, futures, options or other financial instruments, and such information should not be relied upon for such advice. Every user of this site is
advised to seek professional advice before acting or omitting to act on any information contained in the site.

Research reports and newsletters have been prepared without reference to any particular user’s investment requirements or financial situation. Where reference
is made to estimate of value or relative value of a specific company, there is no guarantee that these estimates are reliable or will materialize. Readers of these
reports and newsletters are advised to conduct their own due diligence before making any investment decisions. Ubika does not make independent investigation
or inquiry as to the accuracy and completeness of any information provided by the Analyst Covered companies. Although the content has been obtained from
sources believed to be reliable, this website could include technical or other inaccuracies or typographical errors and it is provided to you on an “as is” basis
without warranties or representations of any kind. Ubika and its affiliates make no representation and disclaim all express and implied warranties and conditions
of any kind, including without limitation, representations, warranties or conditions regarding accuracy, timeliness, completeness, non-infringement, satisfactory
quality, merchantability, merchantable quality or fitness for any particular purpose or those arising by law, statute, usage of trade, or course of dealing. Ubika and
its affiliates assume no responsibility to you or any third party for the consequences of any errors or omissions.

Information in this site is subject to change without notice. Ubika assumes no liability for any inaccurate, delayed or incomplete information, nor for any actions
taken in reliance thereon.

Ubika, its affiliates and their respective directors, officers, employees, or agents expressly disclaim any liability for losses or damages, whether direct, indirect,
special, or consequential, or other consequences, howsoever caused, arising out of any use or reproduction of this site or any decision made or action taken in
reliance upon the content of this site, whether authorized or not. By accessing this site, each user of this site releases Ubika, its affiliates and their respective
officers, directors, agents and employees from all claims and proceedings for such losses, damages or consequences.

Ubika and its affiliates do not endorse or recommend any securities issued by any companies identified on, or linked through, this site. Please seek professional
advice to evaluate specific securities or other content on this site. Links, if any, to third party sites are for informational purposes only and not for trading purposes.
Ubika and its affiliates have not prepared, reviewed or updated any content on third party sites and assume no responsibility for the information posted on them.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or
commodity futures contracts mentioned in this site.

This site may include forward-looking statements about objectives, strategies and expected financial results of companies featured in this site or where research
reports are available on companies displayed and/or featured on this site. Such forward-looking statements are inherently subject to uncertainties beyond

the control of such companies. The users of this site are cautioned that the company’s actual performance could differ materially from such forward-looking
statements.

World Wide Web sites accessed by hypertext links (“hyperlinks”) appearing in this site have been independently developed by parties other than Ubika and Ubika
has no control over information in any hyperlinked site. Ubika is providing hyperlinks to users of this site only as a convenience. Ubika makes no representation and
is not responsible for the quality, content or reliability of any information in any hyperlinked site. The inclusion of any hyperlink in this site should not be construed
as an endorsement by Ubika of the information in such hyperlinked site and does not imply that Ubika has investigated, verified or monitored the information in
any such hyperlinked site. Should you wish to inquire about creating a link from your World Wide Web site to this site, contact SCP marketing via e-mail at: info@
smallcappower.com. for written authorization.

See our full disclaimer here.
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