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Shannon Getting Recognition with Reserves Update
Cuda reported very significant Y/Y reserves growth, with 2P bookings increasing 1,239% from
2017 levels, driven by their Wyoming assets. While the update will have limited impact on our
modeling given we have already given credit for the primary development of the Shannon play
and beyond, we do see this as an important de-risking event for the stock given independent
recognition of the upside in this story.
Main Takeaway:
•

Derisking & 3rd Party Recognition is Important: While the upside in reserves is material, with PDP+PNP up 121%
and 2P up 1,239%, we have recognized primary and secondary development of the core Shannon play so there is
limited impact to our forward outlook. That said, the big take-away from the update is that independent engineers
are starting to recognize the potential in this play; with that, we see the update as a major de-risking event.

•

The FDC booked with 2P is $94.7 MM which would recognize the development we have modelled to mid-2022.
Importantly, there is still all the potential upside for the horizontal zones (Frontier and Dakota being our focus) that
is expected to drive more reserves adds beyond the FDC development timeframe.

•

A Word on Upside: While we do not tend to focus on 3rd party evaluators’ attributions of value, we did find it worth
noting that in Ryder Scott's analysis, they see 2P value of $8.74/share (before net debt, $7.29/share after net debt).
This highlights the significant upside in the story, as does our unrisked NAVPS of $7.37/share.

Target Price & Investment Thesis
•

Our $2.75 price target is calculated similarly to our valuations for other E&Ps, based on a 50/50 blend of selected
multiple on 2020 EV/DACF and NAVPS. On 2020 EV/DACF, we have applied a 3.0x target which is a ~1.0 point
discount from our oil E&P average multiple of 4.0x. Our risked NAVPS stands at $3.69 (unrisked at $7.29), which
does not even include upside for potential in Quebec given the political climate around energy development in that
province. In taking a conservative approach, we do risk our NAVPS by 50% in our target price calculation versus par to
NAVPS for other producers.

•

That said, even with that heavy risking, we arrive at a $2.75 price target, which implies a return of 120% which is the
highest in our Int./Jr. oil E&P coverage universe.

Please see Disclosures and Disclaimers at the end of this report.
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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:
•
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;
•
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;
•
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;
•
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
•
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.
IIROC 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).
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