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“Nice Bump in Light Oil Reserves just the Beginning”

Recommendation:. STRONG BUY 12 Month Target:  $3.15
Operations Q3-2011A* 2011E 2012E | Market Data
Oil & NGL - BOPD 879 1123 2275 | Last Price (February 6, 2012) $1.85
Natural Gas - MCF per Day 707 667 1,350 | 52 Week High $2.50
Reserves (P+P) - MMBOE's*** n/a 457
Net Undeveloped Land (acres) n/a 135,688 Share Capital - MM

- - Shares Outstanding - Basic 62.2
Financials - $MM . o
Revenue (Net of Royalties) $16.6 $27.8 $58.6 Shares Outstanding - FD 67.7
Net Eamings $47 $81 $202 Capitalization _ $MM
Cash Flow $12.4 $21.1 $46.8 | Est. Net Debt - December 2011 $26.8
DACF $12.4 $22.2 $485 | Market Value $115.0
Net Debt _ $24.2 $26.8 $429 | Enterprise Value $141.9
Capital Expenditures (excl. A&D) $34.9 $46.2 $65.9 %3 2011A i for nine months ended September 30,
Net Asset Value*** - FD** n/a $2.28 2011
EPS - FD** $0.07 $0.12 $0.30 | **FD share calculations assume all options and
CFPS - FD** $0.19 $0.31 $0.69 | warrants.
DACEF per share - FD** $0.19 $0.33 $0.72 | #**Reserves — AJM Petroleum Consultants December
Market Valuations 31, 2011, net debt of _$32.0 MM, land @ $100/acre _
P/E - Basic 17.4x 14.1x 5 7x éhﬂaargfseé jtr;?alr:“(rj]itg;pnse Values are based on total basic
P/CF - FD** 8.8 55 2.7 . ) . .
P/DACE - ED** 9 1§ 5 7§ 5 6§ -Net Debt includes all debt and working capital.
Net Debt/Cash Flow 2.0x 1.3x 0.9x -DACEF is debt adjusted cash flow.
Y, BOEPD - $M $13'3 5 $11£'1 9 $6§ ) -Qil price assumptions adjusted for corporate

per avg. - : : = | differential and natural gas liquids pricing.

EVIDACF 8.1x 6.4x 3.3x

-Expected Market Valuations based on EE-T closing
price February 6, 2012. Actual Market Valuations
based on weighted average historical EE-T stock price.

Chart: www.globeinvestor.com



mailto:plinder@emergingequities.ca

EMERGING EQUITIES [NC.

Exall Energy Corporation (EE: TSX)

Drilling Success Continues

In our November 22, 2011 initial report on Exall Energy Corporation (‘Exall” or ‘the Company’), we
stated that the Company has “All the Ingredients to be a Top Tier Light Oil Producer”. Although it is
still in the early stages of its 2012 capital program, initial signs are very encouraging. On January 18,
2012, Exall announced a strategic and significant light oil discovery drilled on a 3D seismic channel
anomaly in its Marten Mountain, Mitsue, Alberta operating area. The Gilwood A Sand discovery tested
at 777 Boe/d (net 513 Boe/d) of 41 degree API sweet oil with small amount of solution gas.

Positive 2012 Reserve Update

As a result of this successful well, Exall retained AJM to undertake an independent evaluation of its oil
and gas reserves effective December 31, 2011. The highlights of the AJM report are:
- a41% jump in 2P reserves with an 11.0 year reserve life index (4.9 years on proven reserves),
- the NPV of the 2P reserves jumped 65% from 2010 to $167.1 million, equating to $2.46 per
share fully diluted before tax, 10% discount rate,

Reserve Update Excludes Recent Gilwood Success

The results of the recent Gilwood light oil discovery noted in the January 18, 2012 press release were
not included in the AJM’s estimate of total proved reserves as the well was not on production at year
end 2011. This well represents 389.0 MBoe of 2P reserves with an $18.4 million value (10% NPV
before tax). Exall anticipates that the inclusion of this well in the proved category as of January 31,
2012 will move two probable locations to the proved undeveloped category. This should be confirmed
by a new AJM reserve report by the end of February 2012. Exall’s booked reserves reflect very limited
drilling to date with substantial unbooked reserve potential. The execution of the major 3D seismic
program and subsequent further drilling success will lead to a major boost to the Company’s year-end
2012 reserves. We would not be surprised to see close to as double in Proved reserves and Probable
reserves by the end of this year.

2012 Should be a Banner Year

Exall has a very strong capital program set for 2012 with a major 3D seismic program and with two
drilling rigs active all year. The Company plans to drill 8 to 16 Gilwood wells adding a risked 600-
1,200 Boe/d net. As a result (and hopefully no serious forest fires this year in their area), we continue to
expect the Company to produce an average 2012 rate of 2,500 Boe/d (this figure may be slightly lower
depending on the timing of when new wells come on production) and exit the year at 3,000 Boe/d.

In summary, 2012 will be an exciting year for Exall for several reasons; production will continue to be
90% weighted to light oil which could average $100/bbl, the major 3D seismic program should identify
numerous new Gilwood locations, and importantly, continued drilling successes will prove the Gilwood
trend extends well north and east of where most of the Gilwood has been produced and booked to date.
Emerging Equities Inc. is reiterating its STRONG BUY recommendation and 12 month target price of
$3.15, which translates to 4.4x our 2012E DACF, based on $0.72 per share fully diluted, and a 4.9x
EV/2012E DACF.
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DISCLAIMER

The information contained herein is for information purposes only and this report is not to be construed
as an offer to sell or a solicitation of an offer to buy any securities. The information and opinions herein
have been compiled or derived from sources which we believe to be reliable but we cannot guarantee
their accuracy or completeness and no representation or warranty, expressed or implied, is made as to
their accuracy or completeness. Emerging Equities Inc. does not assume any liability whatsoever for
any loss arising from the use of this report or its contents. Emerging Equities Inc. may have acted as
financial adviser and/or underwriter during the past 12 months for certain of the issuers mentioned
herein and may have received and may receive remuneration for such services. Emerging Equities Inc.
and /or its officers, directors, employees may, from time to time, acquire, hold or sell a position in the
securities mentioned herein as principal or agent. This report is intended for distribution only in those
jurisdictions where Emerging Equities Inc. is registered as an advisor or a dealer in securities. Any
distribution or dissemination of this report in any other jurisdiction is strictly prohibited.

INVESTMENT RATINGS

Risk: Based upon several different parameters including but not limited to stock price volatility, asset
diversification, geographical location, exploration orientation, EEI assigns a risk profile to each
recommendation as either Medium risk or High risk. Potential Return: Based on a 12- month period
unless otherwise stated, potential return is a function of relative cash flow multiples, relative net asset
value, cash flow and production growth potential, as well as capital composition.

Potential Return Risk Ratings Distribution
STRONG BUY: 30% or more Medium 100%
STRONG SPECULATIVE BUY  30% or more High 0%
SPECULATIVE BUY: 20% or more High 0%
BUY: 20% or more Medium 0%
HOLD: 10% or more Medium 0%
REDUCE: 10% or less Medium 0%
RESTRICTED: Involved in Investment banking
ANALYST DISCLOSURE Yes or No
At the date of the Research Report, does the Analyst hold a position in the stock? No
Has the Analyst received, directly or indirectly, compensation in exchange for expressing the
specified recommendations? No
The Analyst certifies that the views expressed in this report are his own. Yes
Is EEI a market maker for the Company or income trust? No

Does Emerging Equities beneficially own more than 1% of any class of the issuer’s common
stock (as of the most recent month end)? No

Does any director, officer, employee of EEI or member of their household serve as a director
or officer or advisory capacity to the issuer? (If so, list name): No
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Yes or No
Does EEI or the analyst have any material conflicts with the issuer? If so, explain: No

Has EEI received remuneration for investment banking and/or related services from the issuer

during the past 12-months? No
Has EEI provided the issuer with non-investment banking securities-related services in the

past 12-months? No
Has EEI managed or co-managed an offering of securities by the issuer in the past 12-

months? No
Has the analyst viewed the material operations of the issuer? If so, explain: No

Note: EEI may receive or intends to seek compensation for investment banking services from all
issuers under research coverage within the following three months.

DISSEMINATION OF RESEARCH REPORTS

EEI endeavors to disseminate all Research Reports equally and in a fair manner. New research reports
are posted on our website at http://www.emergingequities.ca. Concurrently, new research reports are
sent electronically to our clients. Research is also disseminated by mail. Please direct any questions you
may have to Emerging Equities Inc. at (403) 216-8200.
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