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NG Energy International (GASX-TSXV) is a
Canadian-listed company involved in O&G
exploration and production in Colombia, where
it has working interests in the Maria Conchita,
SINU-9, and Tiburon blocks. The company is
focused on natural gas.
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Encouraging results, but that is just half the job

Today, NG Energy provided additional information on Magico-1

NG Energy provided an update on its recently drilled well, Magico-1, located in the
SINU-9 block in the department of Cordoba. As we have mentioned previously, this
well was drilled in a very prospective area just a few kilometers away from Canacol’s
(CNE-TSX | Not Rated) Nelson field (Figure 4). It was known that the well had been
successful, but today’s press release brought more information around testing.

GASX performed two successful Drill Stem Tests (DST) and a commingled test in three
prospective zones, all located within the Cienaga de Oro (CDO) formation (the same
formation that Canacol targets). Importantly, the well tested over 15MMcf/d of dry gas
on a commingled production for a total net pay of 76 feet, and there are still additional
zones to be tested. While we still need to wait for pressure transient analysis, the
results are very encouraging so far. Figures 1-3 present three case scenarios based on
different initial outputs, and the IRRs and payback periods look promising.

However, we note that a successful well is just half of the job at SINU-9. As we argued
in our initiation report, the company still needs to build infrastructure in order to sell the
gas into the market. GASX might have at least two alternatives worth mentioning:

1.Building a plant from scratch such as in Maria Conchita, something that could take
~12 months and could cost more than US$35M (considering a 40MMcf/d plant);

2. Connecting to Canacol’s facilities which are just 25km away, which could take only ~6
months and cost ~US$2.5M.

While the second option might sound quicker and easier, the question is whether
Canacol would be interested in receiving NG Energy’s production in exchange for a
fee. We note that CNE does have the spare capacity (~60MMcf/d) to start receiving
production right away.

Additionally, after finishing the analysis, NG Energy expects to continue with the
spudding of the “Brujo” well in the same block, just 10km away from Magico. The
company has already received approval from the ANH and has enough cash to self-fund
the drilling.

Share performance and rating

Over the past three weeks, NG Energy has rallied from C$0.70/share to C$1.28/share,
an 83% rise. We believe that the market has started to price in the positive updates
around the drilling campaign and supporting comments coming from government
officials such as the incoming Minister of Finance, Jose Antonio Ocampo. During a
recent interview, he highlighted Colombia's low gas reserves and that this will be a
priority, considering the strategic role that natural gas will have in the energy transition
(something we discussed here).

We maintain our SPECULATIVE BUY rating and C$1.40/share price target, as we wait
for more information around the discovery and a clearer path on SINU-9 marketing
strategy.

Canaccord Genuity is the global capital markets group of Canaccord Genuity Group Inc. (CF : TSX)
The recommendations and opinions expressed in this research report accurately reflect the research analyst's personal, independent and objective
views about any and all the companies and securities that are the subject of this report discussed herein.

For important information, please see the Important Disclosures beginning on page 4 of this document.


https://ngenergyintl.com/wp-content/uploads/2022/08/2022-08-02-NGE-Sinu-9-Magico-1X-Update-MB.pdf?pdf
https://canaccordgenuity.bluematrix.com/sellside/EmailDocViewer?encrypt=1ec27420-8f87-4e51-8d77-6765ab4e1806&mime=pdf&co=Canaccordgenuity&id=CA-InternalResearchDistribution@canaccordgenuity.com&source=mail
https://noticias.caracoltv.com/economia/jose-antonio-ocampo-rompe-su-silencio-hay-que-explorar-mas-y-seguir-exportando-petroleo-rg10
https://canaccordgenuity.bluematrix.com/sellside/EmailDocViewer?encrypt=1ec27420-8f87-4e51-8d77-6765ab4e1806&mime=pdf&co=Canaccordgenuity&id=CA-InternalResearchDistribution@canaccordgenuity.com&source=mail

Canaccord -
Cg/Genult NG Energy International Corp.

Capital Markets Flash Update

Figure 1: Magico-1 at 15MMcf/d Figure 2: Magico-1 at 20MMcf/d Figure 3: Magico-1 at 25MMcf/d
D&C Cost per well, in US$M $6.50 D&C Cost per well, in US$M $6.50 D&C Cost per well, in US$M $6.50
Initial Production, in MMcf/d 15 Initial Production, in MMcf/d 20 Initial Production, in MMcf/d 25
EUR, in Bef 35 EUR, in Bcf 35 EUR, in Bef 35
Working Interest 2% Working Interest 2% Working Interest 2%
Royalty Rate 26% Royalty Rate 26% Royalty Rate 26%
Decline Rate 15% Decline Rate 15% Decline Rate 15%
Gas Price, US$/MMBtu 5.00 Gas Price, US$/MMBtu 5.00 Gas Price, US$/MMBtu 5.00
After-Tax IRR 115% After-Tax IRR 160% After-Tax IRR 150%
Payback (months) 10 Payback (months) 7 Payback (months) 6

Source: Company Reports, Canaccord Genuity estimates Source: Company Reports, Canaccord Genuity estimates Source: Company Reports, Canaccord Genuity estimates

Figure 4: SINU-9 map
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9%

Projected 18-month return:

Liquids (mbbls) 0.0
Natural Gas (mboe) 4.7
Total P+P (mboes) 4.7

2021A 2022E 2023E
Liquids (bbl/d) 0 0 0
Natural gas (boe/d) (0] 500 2,623
Gross production (boe/d) 0 500 2,623
% Natural gas 0% 100% 100%

NG Energy International Corp noting: - SPEGEUY Cg/ ety
" Target: $1.40 Copital Maricets
covpanvstamises [ Fnanoacsommary |
Price, C$ $1.28 2021A 2022E 2023E
Shares outstanding, #M: 122.6 Gross Revenue, US$M 0.0 15.0 93.0
Shares fully diluted, #M: 152.4 Royalties, US$M 0.0 3.1 22.4
Market capitalization, C$M: 157 Production Cost, US$M 0.0 5.0 26.4
Enterprise value, C$M: 153 | SG&A, US$M 3.8 4.0 4.0
52-Week trading range, C$/share: $0.60 $2.33 | Other Opex, US$M 0.0 0.0 0.0
Average daily trading volume (000) (100 Day): 147 Adj. EBITDA, US$M -3.8 4.9 40.3

EV/EBITDA

EV/DACF

EV/BOED

Base NAV, C$

P/NAV

EV/EBITDA Target, C$
P/DCFE

Target P/NAV

Target EV/EBITDA

FCF, US$M (EBITDA - Capex - Taxes - WK)

FCFPS - basic, US$/share
Capex, US$M

Dividends, US$M

Repurchases, US$M

Dividend + Repurchases, US$M

Dividend + Repurchases yield %

Cash, US$M

Debt, US$M

Net Debt, US$M

Net Debt to EBITDA

2021A 2022E
- 16.93x
- 16.93x
- $34.20

2023E
2.23x
2.23x
$21.00
$1.52
0.84x
$1.25
1.03x
0.92x
1.12x

2021A 2022E 2023E
9.1 4.4 27.0
-0.07 -0.03 0.20
14.1 50.7 23.4
0 0 0

0 0 0

0 0 0
0.0% 0.0% 0.0%

2021A 2022E 2023E
5.3 7.9 20.9
13.6 13.6 13.6
8.3 5.7 7.3

- 1.7x 0.1x

2021A 2022E 2023E
Frank Giustra 17.0% WTI oil (US$/bbl) 95.7 87.8 73.1
Serafino lacono 9.6% Brent oil (US$/bbl) 99.0 90.0 75.0
Gordon Keep 1.8% NYMEX gas (US$/MMbtu) 5.0 4.1 3.9
Federico Restrepo 1.5% Henry Hub (US$/MMbtu) 5.3 4.0 4.0
Colombian Gas Price (US$/MMbtu) 5.1 6.0 5.5
CAD/US$ 1.27 1.26 1.25

Roman Rossi, Analyst rrossi@cgf.com 549 11.7027.1063
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Appendix: Important Disclosures

Analyst Certification

Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
analyst’s coverage universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by the authoring analyst in the research, and (iii) to the best of the authoring
analyst’s knowledge, she/he is not in receipt of material non-public information about the issuer.

Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated
persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE Rule 472 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Sector Coverage

Individuals identified as “Sector Coverage” cover a subject company’s industry in the identified jurisdiction, but are not authoring
analysts of the report.

Investment Recommendation

Date and time of first dissemination: August 02, 2022, 18:14 ET
Date and time of production: August 02, 2022, 18:14 ET
Target Price / Valuation Methodology:

NG Energy International Corp. - GASX

We rate NG Energy with a SPECULATIVE BUY rating and a C$1.40/share price target. Our price target is the result of blending our
Risked after-tax exploration NAV of C$1.52/share and a 3.5x target EV/EBITDA multiple to our 2023E EBITDA that results in a C
$1.25/share.

Risks to achieving Target Price / Valuation:
NG Energy International Corp. - GASX
¢ Reliance on comparative data and testing results: Our projections, such as hit rates, D&C costs and EUR figures, are based

on peers’ historical data, so any changes in these parameters could materially affect actual results. In addition, we are using the
company'’s testing results, which could differ from actual production and decline rates.

¢ Lack of infrastructure: NG Energy does not have treatment and transportation infrastructure at SINU-9. In addition, it has
limited capacity at Maria Conchita. Any delays with the construction of facilities could generate a bottleneck that would prevent the
company from expanding volumes.

e Exploration: NG Energy is working on a very ambitious exploratory program in SINU-9, which will require intensive capital
expenditures. While the first well has been successful, any dry wells could adversely affect the company’s financials. Furthermore,
even if the company finds new resources, we cannot be sure that they will be economically or commercially viable.

* Reserves and Resources: As happens with all companies within the sector, reserves and resources are estimates, and actual
recoverable resources might be lower. In addition, reserves may be subject to downward or upward revisions based on several
factors, including pricing.

¢ Natural gas pricing: Like every commodity-linked company, NG Energy is exposed to international pricing. Nevertheless, this is a
minor risk considering that Colombia has historically shown higher prices compared to international markets. Additionally, this risk
is tempered because firm contracts generally include fixed prices (indexed to CPI) for around 5 years.

* Geographical concentration: The company operations are located in Colombia and might be more sensible to local political and
economic risks.

¢ Environmental: Oil and gas sites are inherently polluting and can harm the environment. Even if the company has implemented
management programs to address the environmental impact of its operations, but we cannot predict accidents or other events that
could result in increased remediation costs.

* Local communities: NG Energy invests significantly in managing relationships with its stakeholders, including local communities.
Nevertheless, we have seen protests against O&G companies for various reasons. While such protests are generally peaceful, road
blockades or disruptions to block operations can cause delays and increased expenditures. Guajira, in particular, is a region where
the risk of social disruptions is significantly higher, in our view.

¢ Limited liquidity: We note that liquidity could be too narrow for some institutional players. Investors should carefully consider
liquidity before investing in NG Energy.

* Colombia security: While a peace agreement was ratified in 2016, there has still been some violence directed at pipelines and
infrastructure. Around 30 incidents were reported during 2021, down 38% YOY. As the ELN is still active, the risk of new attacks
persists. GeoPark might have insurance against these acts, but a reoccurrence of such acts might be harmful to the company’s
operations.

¢ Colombia macroeconomic and social situation: The country has historically been one of the most stable jurisdictions in Latin
America. Nonetheless, the fiscal deficit closed at around -7.4% during 2021, with consensus pointing to -5.5% for 2022 and -4.5%

Speculative Buy Target Price C$1.40 | 2 August 2022 Latin America Research - Energy 4
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for 2023, which might require more fiscal measures in spite of strong social opposition. The social unrest that took place in 2021
caused disruptions to supply chains and shut-ins of some wells, affecting companies including Frontera and Gran Tierra.

¢ Colombia politics: Gustavo Petro, a leftist candidate, won the presidency during the second round of general elections from June
19. Since then, companies within the space have suffered significant declines, which we believe that is related to Petro’s remarks
about his opposition to O&G. We recommend reading our note published on June 20, available here.

* Regulations: Colombia has taken significant positive steps to attract investment to the oil and gas industry, starting with the
2003 reforms. Nevertheless, we cannot rule out changes in technical or legal regulations, including increased royalty rates. This
risk increases significantly under a government inclined to the left.

* Emissions initiatives: The global commitments to cut down emissions and the transition to a less carbon-intensive economy can
reduce oil and gas demand. Additionally, Colombia has pledged to reduce 51% of its emissions by 2030, an effort that will require
significant reductions for polluting sectors.

Distribution of Ratings:
Global Stock Ratings (as of 08/02/22)

Rating Coverage Universe IB Clients
# % %
Buy 644 67.79% 34.63%
Hold 128 13.47% 14.84%
Sell 11 1.16% 18.18%
Speculative Buy 160 16.84% 40.62%
950* 100.0%

*Total includes stocks that are Under Review

Canaccord Genuity Ratings System
BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or
the relevant issuer.

Risk Qualifier

SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in
the stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)

A list of all the recommendations on any issuer under coverage that was disseminated during the preceding 12-month period
may be obtained at the following website (provided as a hyperlink if this report is being read electronically) http://disclosures-
mar.canaccordgenuity.com/EN/Pages/default.aspx

Required Company-Specific Disclosures (as of date of this publication)

NG Energy International Corp. currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated companies.
During this period, Canaccord Genuity or its affiliated companies provided investment banking services to NG Energy International
Corp..

In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for Investment Banking services
from NG Energy International Corp. .

In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead manager or co-
manager of a public offering of securities of NG Energy International Corp. or any publicly disclosed offer of securities of NG Energy
International Corp. or in any related derivatives.

Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Investment
Banking services from NG Energy International Corp. in the next three months.

An analyst has visited the material operations of NG Energy International Corp.. Partial payment was received for the related travel
costs.
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NG Energy International Corp. Rating History as of 07/29/2022
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( Buy (B); Speculative Buy (SB); Sell (S); Hold (H); Suspended (SU); Under Review (UR); Restricted (RE); Not Rated (NR) )

Price Target )

Closing Price

Required Company-Specific Disclosures (as of date of this publication)

Past performance

In line with Article 44(4)(b), MIFID II Delegated Regulation, we disclose price performance for the preceding five years or the
whole period for which the financial instrument has been offered or investment service provided where less than five years. Please
note price history refers to actual past performance, and that past performance is not a reliable indicator of future price and/or
performance.

Online Disclosures

Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request

by email to disclosures@cgf.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures regarding the
dissemination of research by following the steps outlined above.

General Disclaimers

See “Required Company-Specific Disclosures” above for any of the following disclosures required as to companies referred to in

this report: manager or co-manager roles; 1% or other ownership; compensation for certain services; types of client relationships;
research analyst conflicts; managed/co-managed public offerings in prior periods; directorships; market making in equity securities
and related derivatives. For reports identified above as compendium reports, the foregoing required company-specific disclosures

can be found in a hyperlink located in the section labeled, "Compendium Reports.” *Canaccord Genuity” is the business name used
by certain wholly owned subsidiaries of Canaccord Genuity Group Inc., including Canaccord Genuity LLC, Canaccord Genuity Limited,
Canaccord Genuity Corp., and Canaccord Genuity (Australia) Limited, an affiliated company that is 80%-owned by Canaccord Genuity
Group Inc.

The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity LLC, a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer
with principal offices located in Sydney and Melbourne.

The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation

based upon (among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such
authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific
Investment Banking activities, or to recommendations contained in the research.

Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising
as a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy
on managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy
is available upon request.

The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with
the exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord
Genuity, its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity
has not independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information
contained in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without
notice and are provided in good faith but without legal responsibility or liability.

From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or
trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed in this
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research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make investment
decisions that are inconsistent with the recommendations or views expressed in this research.

This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or
company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is
prepared for general circulation to clients and does not have regard to the investment objectives, financial situation or particular
needs of any particular person. Investors should obtain advice based on their own individual circumstances before making an
investment decision. To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person
accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in
this research.

Research Distribution Policy

Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by
all of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed by the
firm’s sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive research may
also receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s customers as described
above, Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees
without prior compliance consent.

For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should
contact their local sales representative.

Short-Term Trade Ideas

Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a
near-term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading opportunity
that may be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for
such stocks. A short-term trade idea may differ from the price targets and recommendations in our published research reports that
reflect the research analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the
differing time horizons, methodologies and/or other factors. It is possible, for example, that a subject company's common equity that
is considered a long-term ‘Hold' or 'Sell' might present a short-term buying opportunity as a result of temporary selling pressure in
the market or for other reasons described in the research report; conversely, a subject company's stock rated a long-term 'Buy' or
“Speculative Buy’ could be considered susceptible to a downward price correction, or other factors may exist that lead the research
analyst to suggest a sale over the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and
the firm does not intend, and does not undertake any obligation, to maintain or update short-term trade ideas. Short-term trade
ideas are not suitable for all investors and are not tailored to individual investor circumstances and objectives, and investors should
make their own independent decisions regarding any securities or strategies discussed herein. Please contact your salesperson for
more information regarding Canaccord Genuity’s research.

For Canadian Residents:

This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory Organization of Canada
(IIROC) and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect transactions in any designated
investment discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.

For United States Persons:

Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United
States. This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to
effect transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity LLC.
Analysts employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with
FINRA. These analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule
2241 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a
research analyst account.

For United Kingdom and European Residents:

This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,
which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is
not for distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct
Authority.

For Jersey, Guernsey and Isle of Man Residents:

Speculative Buy Target Price C$1.40 | 2 August 2022 Latin America Research - Energy 7



Canaccord :
NG Energy International Corp.
Cg/GeHUIt Flash Update

Capital Markets

This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to

be construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been
produced by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI
and we are providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction
with your client agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this
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