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Message to Shareholders
Enclosed is our update for Cardinal as of January 2021.
2020 started off in a bullish fashion with oil prices moving up significantly and Cardinal beginning an 8 well drill program. Then, as we all experienced, the world
changed. We spent the balance of 2020 in a survival mode. This was compounded by the unprecedented behavior of National Bank which made for a challenging
time.
The performance of our assets and our staff was exceptional. As all costs were cut, wages from top to bottom significantly reduced and capital spending halted, our
production base held in. We did shut down higher operating cost properties, some of which are still shut in, and will continue to review these properties to come up
with long term solutions to fix their cost structure.
As we look forward to 2021, our focus will be on reducing our exposure to external risk factors, whether it be bank debt or spike in electrical prices, our goal for 2021
will be to maintain our base of production and continue to make Cardinal more resilient in the future.
Our budget for 2021 does not contemplate drilling any wells. Production growth will take a back seat to debt reduction. Despite the fact that we currently do not
plan on drilling any wells in 2021, our production will only see a 3% decline.
Having said this, oil prices are trending above our budget pricing and if that continues we will revisit our drilling plans in the second half of the year.
The takeaway from Cardinal over the past 12 months and going into 2021 really comes down to 3 points:
1.

Base production of 17,500 – 18,000 boe/d which has the lowest decline of any conventional producer in Western Canada;

2.

We have the greatest torque to higher oil prices of any conventional producer in Western Canada;

3.

We have a significant, economically feasible drilling inventory that portrays true half cycle economics to provide long lasting stability to our asset base.

As we transition into the green energy world, our starting point of having a negative carbon footprint, sets us up to focus on other areas of Environmental, Social and
Governance to improve upon.
M. Scott Ratushny
CEO

2021 Budget Highlights
2021 Budget

2020 Forecast

Change %

Production

Boe/d

17,751

18,345

-3%

Adjusted Funds Flow

$ mm

74.8

43.2

73%

Basic per share

($ per share)

0.61

0.38

61%

Diluted per share

($ per share)

0.55

0.36

53%

Net bank debt

$ mm

161.2

202.2

-20%

Debentures/Term Debt

$ mm

47.2

45.1

5%

Total net debt

$ mm

208.4

246.5

-15%

Net Bank debt repayment

$ mm

41.0

0.4

Capital expenditures

$ mm

26.7

31.6

-16%

ARO expenditures

$ mm

5.0

2.8

79%
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Budget Assumptions and Sensitivities
Budget Assumptions

Sensitivities

2021 Budget

2020 Est

Adjusted Funds Flow ($ mm)
Base budget

74.8

(12.59)

Δ US$1 WTI

3.8

(5.50)

(5.45)

Δ US$1 WCS Differential

2.9

US/CAD

0.78

0.75

Δ US$1 MSW Differential

$CAD/mcf

2.57

2.12

Δ $0.01 Fx rate

WTI

$ US/bbl

52.00

39.40

WCS Differential

$ US/bbl

(13.50)

MSW Differential

$ US/bbl

Fx rate
AECO

Dividends
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NCIB
1.5
1.1

2021 Debt Repayment Scenarios

WTI
($/bbl)

Capital/ARO
($ mm)

Debt Repayment
($ mm)

Closing Net Bank Debt
($ mm)

$42

31.7

(2.7)

199.6

$52

31.7

$60Dividends
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31.7

(41.1)
Free Cash
Flow
(71.8)
to Shareholders

161.2
130.4

NCIB

2021 Current Hedging
Product

Q1

Q2

Q3

Q4

- Volume (bbl/d)

9,333

6,000

2,500

1,500

- Avg Price (CAD$)

$55.16

$56.42

$57.10

$55.83

59%

38%

16%

10%

2,000

2,000

-

-

($16.18)

($16.18)

-

-

24%

24%

-

-

- Volume (mcf/d)

11,000

11,000

11,000

11,000

- Avg Price (CAD$)

$2.40

$2.40

$2.64

$2.64

- % of production

79%

81%

84%

84%

WTI

- % of production
WCS Differential
- Volume (bbl/d)
- Avg Price (CAD$)
- % of production
Natural Gas
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Net Oil (bbl/day)
Net Sales Gas (BOE/day)
NGL (bbl/day)

2021-12-01

2021-11-01

2021-10-01

2021-09-01

2021-08-01

2021-07-01

2021-06-01

2021-05-01

2021-04-01

2021-03-01

2021-02-01

2021-01-01

2020-12-01

2020-11-01

2020-10-01

2020-09-01

2020-08-01

2020-07-01

2020-06-01

2020-05-01

2020-04-01

2020-03-01

2020-02-01

2020-01-01

2019-12-01

2019-11-01

2019-10-01

2019-09-01

2019-08-01

2019-07-01

2019-06-01

2019-05-01

2019-04-01

2019-03-01

2019-02-01

2019-01-01

2018-12-01

2018-11-01

2018-10-01

2018-09-01

2018-08-01

2018-07-01

2018-06-01

2018-05-01

2018-04-01

2018-03-01

2018-02-01

2018-01-01

BOEPD

Production

23,000
22,000
21,000
20,000
19,000
18,000
17,000
16,000
15,000
14,000
13,000
12,000
11,000
10,000
9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000
-

CARDINAL ENERGY - HISTORICAL FIELD PRODUCTION AND 2020-2021 FORECAST

Significant Torque to Oil Prices
25%

20%

15%

10%

5%

% change in 2021 estimated cash flow (+$5/bb change in WTI,
Source: RBC Capital Markets
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TPZ

SRX

AAV

PEY

TOU

ARX

PSK

BIR

CR

FRU

VII

KEL

PIPE

NVA

POU

TVE

CPG

LXE

ATH

CJ

0%

North Operating Area
2021 Forecast
Oil Price
(USD/bbl)

$50

$60

20%

2021 Average Production: 5,500 boe/d

(change in WTI)

NOI

$27,158

$36,233

33%

FCF

$22,063

$31,137

41%

House Mountain – Oil Decline

Annual Decline 5.0%
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Mitsue – Oil Decline

Annual Decline 4.5%

Central Operating Area
2021 Forecast
$50

$60

20%
(change in WTI)

NOI

$26,455

$44,664

69%

FCF

$20,653

$38,862

88%

Oil Price
(USD/bbl)

2021 Average Production: 4,500 boe/d

Central District
2021 Production Forecast

5,500
5,000
4,500

4,132

Production (boe/d)

4,000

4,642

3,500
3,000
2,500
2,000
1,500
1,000
500
0
2021-01 2021-02 2021-03 2021-04 2021-05 2021-06 2021-07 2021-08 2021-09 2021-10 2021-11 2021-12

Base Production (boe/d)

Capital Production (boe/d)

Production Incline 12%
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South Operating Area
2021 Forecast
Oil Price
(USD/bbl)

$50

$60

20%

2021 Average Production: 4,800 boe/d

(change in WTI)

NOI

$28,200

$51,600

83%

FCF

$21,300

$36,900

73%

Production decline 17%
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Production decline 0%

Saskatchewan Operating Area
2021 Forecast
Oil Price
(USD/bbl)

$50

$60

20%

2021 Average Production: 3,000 bbl/d

(change in WTI)

NOI

$27,300

$38,300

40%

FCF

$19,800

$30,800

56%

Production decline 2%
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Drilling Inventory Breakdown
Cardinal Growth/Maintenance Drilling

 No drilling in 2021 Budget (may be revisited in second half
of the year based on commodity prices)
 Focus of drilling investment is the production maintenance
and growth in existing areas where Cardinal owns and
Dividends
operates
infrastructure.
 At $55 WTI, all drill ready tier 1 locations would have a
payout of less than 2 years and generate rates of return in
excess of 50%.
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Drill Ready Tier 1

Tier 2 Follow ups

South

51

35

Central

37

90

North

40

65

Saskatchewan

39

162

TOTAL

167

NCIB
352

2021 ARO Budget
 As an ABC participant, Cardinal’s required spend for
2021 ABC program is $5.55 million less the
approximately $1.8 million = $3.75 million which is
being credited from its 2020 spend.

2021 ARO Budget
2020 Original
Budget, M$
Alberta Operated Projects

2021 Budget,
M$

$5,500

$1,877

$4,100

Non-Operated

$900

$389

$700

SE Saskatchewan

$600

$582

$200

$7,000

$2,848

$5,000

2020 ABC Required Spend
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2020 Spent,
M$

$5,549

Federal Government Abandonment Program
On April 17, 2020 the Canadian Federal government announced a $1.7 billion to go to the provinces for work on liability cleanup for the oil
and gas industry.
 The province of Alberta was allocated $1 billion of the federal government funding for the Alberta Site Rehabilitation Program (SRP).
 The Saskatchewan Accelerated Site Closure Program (ASCP) was allocated $400 million.
 To date Cardinal has received $18.7 million of funding and expects to receive additional funds as future phases of these programs are rolled
out.
 Cardinal has spent $7.9 million of SRP/ASCP funding to 31-Dec-2020 (45%) as well as additional Cardinal funds to:
 Abandon, cut and cap of 119 wells
 35 wells are downhole abandoned – waiting on cut & cap
 Abandoned 82 km of pipeline (148 segments)
 Decommissioned 10 facility sites, plus other well sites.
 Commenced work on numerous environmental and rec/rem projects.
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Advisory
Note Regarding Forward Looking Statements
This presentation contains forward-looking statements and
forward-looking information (collectively "forward-looking
information") within the meaning of applicable securities laws
relating to Cardinal's plans and other aspects of Cardinal's
anticipated future operations, management focus, objectives,
strategies, financial, operating and production results. Forwardlooking information typically uses words such as "anticipate",
"believe", "project", "expect", "goal", "plan", "intend", " may",
"would", "could" or "will" or similar words suggesting future
outcomes, events or performance. The forward-looking statements
contained in this presentation speak only as of the date thereof and
are expressly qualified by this cautionary statement.
Specifically, this presentation contains forward-looking statements
relating to: our business goals, strategies, plans and objectives,
drilling inventory and future locations, expected future drilling and
operating costs, production decline rates, expected realized pricing,
the benefits of our risk management program, future free cash flow,
plans to increase sustainability and reduce risk by, among other
things, improving our ability to replace production, lowering
operating costs and increasing netbacks, and by reducing debt,
ARO exposure and reliance on third parties and variable costs, our
capital budget and the allocation thereof, our drilling and
optimization plans, plans to reduce our electricity demand, power
generation costs and economics, targeted debt to cash flow, and
plans with respect to use of future free cash flow.
Forward-looking statements regarding Cardinal are based on certain
key expectations and assumptions of Cardinal concerning
anticipated financial performance, business prospects, strategies,
regulatory developments, production curtailments, current and
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future commodity prices and exchange rates, applicable royalty
rates, tax laws, future well production rates and reserve volumes,
future operating costs, the performance of existing and future wells,
the success of our exploration and development activities, the
sufficiency and timing of budgeted capital expenditures in carrying
out planned activities, the availability and cost of labor and services,
the impact of competition, conditions in general economic and
financial markets, availability of drilling and related equipment,
effects of regulation by governmental agencies, the ability to obtain
financing on acceptable terms which are subject to change based on
commodity prices, market conditions, drilling success and potential
timing delays.
These forward-looking statements are subject to numerous risks and
uncertainties, certain of which are beyond Cardinal's control. Such
risks and uncertainties include, without limitation: the impact of
general economic conditions; volatility in commodity prices and
differentials; power costs; industry conditions; currency
fluctuations; imprecision of reserve estimates; liabilities inherent in
crude oil and natural gas operations; environmental risks; incorrect
assessments of the value of acquisitions and exploration and
development programs; competition from other producers; the lack
of availability of qualified personnel, drilling rigs or other services;
changes in income tax laws or changes in royalty rates and incentive
programs relating to the oil and gas industry; changes in
curtailment programs; hazards such as fire, explosion, blowouts,
and spills, each of which could result in substantial damage to wells,
production facilities, other property and the environment or in
personal injury; and ability to access sufficient capital from internal
and external sources.
Management has included the forward-looking statements above
and a summary of assumptions and risks related to forward-looking
statements provided in this presentation in order to provide readers

with a more complete perspective on Cardinal's future operations
and such information may not be appropriate for other purposes.
Cardinal's actual results, performance or achievement could differ
materially from those expressed in, or implied by, these forwardlooking statements and, accordingly, no assurance can be given that
any of the events anticipated by the forward-looking statements will
transpire or occur, or if any of them do so, what benefits that
Cardinal will derive there from. Readers are cautioned that the
foregoing lists of factors are not exhaustive. These forward-looking
statements are made as of the date of this presentation and Cardinal
disclaims any intent or obligation to update publicly any forwardlooking statements, whether as a result of new information, future
events or results or otherwise, other than as required by applicable
securities laws.

Advisory
Oil and Gas Advisories
The term "boe" or barrels of oil equivalent may be misleading,
particularly if used in isolation. A boe conversion ratio of six
thousand cubic feet of natural gas to one barrel of oil equivalent (6
Mcf: 1 bbl) is based on an energy equivalency conversion method
primarily applicable at the burner tip and does not represent a value
equivalency at the wellhead. Additionally, given that the value ratio
based on the current price of crude oil, as compared to natural gas,
is significantly different from the energy equivalency of 6:1;
utilizing a conversion ratio of 6:1 may be misleading as an
indication of value.
Any references in this presentation to initial production rates are
useful in confirming the presence of hydrocarbons, however, such
rates are not determinative of the rates at which such wells will
continue production and decline thereafter. While encouraging,
readers are cautioned not to place reliance on such rates in
calculating the aggregate production for Cardinal.
This presentation contains metrics commonly used in the oil and
natural gas industry which have been prepared by management,
such as "netback" or "operating netback". These terms do not have
standardized meaning and may not be comparable to similar
measures presented by other companies and, therefore, should not
be used to make such comparisons. Management uses these oil and
gas metrics for its own performance measurements and to provide
shareholders with measures to compare Cardinal’s operations over
time.
Readers are cautioned that the information provided by these
metrics, or that can be derived from metrics presented in this
presentation, should not be relied upon for investment or other
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purposes. Refer below to the Non-GAAP Measures section of this
presentation for additional disclosure on "operating netback" or
"netback".
Drilling Locations
This presentation discloses Cardinal's approximate 500 gross
drilling locations, of which 80 (69.7 net) are booked proved
undeveloped locations, 25 (22.6 net) are booked probable
undeveloped locations and 439 are unbooked. The booked
locations are derived from the report prepared by GLJ evaluating
Cardinal's reserves as of December 31, 2019. There is no certainty
that we will drill all drilling locations and if drilled there is no
certainty that such locations will result in additional oil and gas
production. The drilling locations on which we actually drill wells
will ultimately depend upon the availability of capital, regulatory
approvals, seasonal restrictions, oil and natural gas prices, costs,
actual drilling results, additional reservoir information that is
obtained and other factors. While certain of the unbooked drilling
locations have been de-risked by drilling existing wells in relative
close proximity to such unbooked drilling locations, other
unbooked drilling locations are farther away from existing wells
where management has less information about the characteristics of
the reservoir and therefore these is more uncertainty whether wells
will be drilled in such locations and if drilled there is more
uncertainty that such wells will result in additional oil and gas
reserves, resources or production.
Non-GAAP measures
This presentation contains the terms "adjusted funds flow", "free
cash flow (FCF)", "net operating income (NOI)", "net bank debt",
"net debt" and "net bank debt to adjusted funds flow" which do not

have a standardized meaning prescribed by International Financial
Reporting Standards ("IFRS" or, alternatively, "GAAP") and
therefore may not be comparable with the calculation of similar
measures by other companies.
Cardinal uses free cash flow,
adjusted funds flow, net debt, net bank debt and net bank debt to
adjusted funds flow ratio to analyze operating performance and
assess leverage and feels these benchmarks are a key measure of
profitability and overall sustainability for the Company. Adjusted
funds flow is not intended to represent operating profits nor should
it be viewed as an alternative to cash flow provided by operating
activities, net earnings or other measures of performance calculated
in accordance with GAAP. "Adjusted funds flow" is calculated as
cash flow from operating activities adjusted for changes in non-cash
working capital and decommissioning expenditures. "Free cash
flow" is calculated as adjusted funds flow less capital expenditures.
"Net bank debt" is calculated as bank debt plus current liabilities
less current assets (adjusted for the fair value of financial
instruments, the current portion of lease liabilities, the current
portion of the decommissioning obligation and the current portion
of the liability component of convertible debentures. "Net bank
debt to adjusted funds flow" ratio is calculated as net bank debt
divided by the trailing 12 months adjusted funds flow. "Net debt"
is calculated as net bank debt plus the principal amount of
convertible unsecured subordinated debentures ("convertible
debentures") plus outstanding term debt. "Net operating income
(NOI)" is determined by deducting royalties, transportation costs
and operating expenses from petroleum and natural gas revenue.
Net operating income is utilized by Cardinal to better analyze the
operating performance of our petroleum and natural gas assets as
compared to prior periods.

