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; Calgarybased Cougar Oil and Gas, Canada Inc. is in its etatje of business developm
Research & | nvestment Services and is focused on the acquisitiexploration and development of crude oil and rtgas
reserves in Canada. Corporate growth began in thenaubf 2009 when Caar acquire:

April 9, 2010 producing properties with excellent infrastructimethe Trout Field Area in North Caal
Alberta. The sunk costs exceeded $50 million iniclgdvells, facilities, pipknes, roads an
Analyst: Ernest C. Schlotter power lines. This excellent infrastructure lowdrs bverall operaig costs and CAPEX wi

be spent on the drill bit and development work.sTiasults in a more aggressive growt
plan to make Cougar a 2,000 barrada company by 2012/2013. Since the acquisi
Cougar increased existing production considerabtputph workovers and maintance
programs. The existing suspended wells in the Tewa& provide many opportunitiésr

- workovers to add serves and production at much lower costs thatindribr acquisition
Cﬂmpﬂﬂ}’ ]IlSigh ﬂ Central to Cougar’s future diiilg and development projects was a joint ventureexrgen
with CREEnergy that gives Cougar a 100% working irsiete develop gmproximately
345,000 acres in cooperation with First Nations @omities in central Albertaadjacent tc
Cougar's producing properties. Cougar has alreadpapeel a drilling program in tt
CREEnergy project. Just recently, Cougar closed adbagreementvith a Canadian bar
for two credit facilities to develop existing praveonproducing/undeveloped petrolet
and natural gas reserves in Cougar's core arearaajoisitions of producing serves. Thi
transaction will enable Cougar to promptly exectdededicated work pgyam for the cor
area properties of Trout, with the goal of incragsexisting production significantly.

Telephone: +4144-881-2020

Cougar Oil and Gas, Canada, Inc I NVESTMENT HIGHLIGHTS:
Risk-Adjusted Appraised Net Worth . Cougar Oil and Gas is a rapidly growing resource myer with a
multi-year inventory of development drilling oppamities comple-
VALUE SHARE mented by significant exploration update. Developti®ojects such as
Proven and probable reserves 12/31/2000 __ $13,920,000 $0.24 the 9,360-acre Trout project should provide coesisteserve and pro-
Net working capital ‘ -$500,000 -$0.01 duction growth, while undeveloped acreage positionhe CREEnergy
Petroleum and gas properties at costs $7,229,090 $0.12 projects have company-making potential. Cougar impleted a main-
Other assets $296,153 $0.01 t the Trout Field iect andrests it will i
Long-term debt and other liabilities -$3,939,319 -$0.07 enance program on the frout FI€ld project an S It will Incréase
g ,939, . e . X
Appraised Net Worth (O/S 58,906,191) $17.005.924 0.89 production within the next nine months to approxeha 620 barrels-
C$/US$ Exchange Rate 0.97 USS$ 16,495,746 US$028 per-day. An additional catalyst to increase proiducis the development
Possible Adjustments: of the CREEnergy project and/or the acquisition afdpiction, however
Exercise of Warrants $877,500 $0.02 Cougar will allocate funds to the best net backllafsaprojects.
Trout Field Area Upside $37,170,000 $0.60
Elii'i”rirsgpicptrzspps‘?géuf’s'de $1$73;55’g’883)0° 5 226-04 . Cougar_demonstrated its ability to_increase reservealue by the
Subtotal Potential ANW (62,056,191 O/S) $430,79730 $6.95 result of !ts field work with limited gapltal infusion. Tt;e Company in-
Total Potential Appraised Net Worth ___ US$447,293,246 $7.23 creased its Net Present Value during Q4 of 20024y% from $10.471

million to $13.920 million. The existing suspendedlls provide many
opportunities for workovers to add reserves anddgpection at costs
much lower than drilling or acquisition, which hbeen demonstrated
with the current programs already initiated. Durthg quarter, Cougar
reactivated four wells that were previously susgehdrhe independent
FY 2010 Ends December 31, 201 evaluation of reserves reports conducted by GLdoRetm Consultants
Market Capitalization US$ 121.38 millig on October 1, 2009 and December 31, 2009 confitimeduccessful ex-
Shares outstanding (April 1, 2010) 58,906,191 ecution of Cougar’s business plan over the lasetimenths. By the end

Book Value/ Share (December 31, 2009) $9.28 of 2010, we project Cougar could have doubledriésgn reserves.
Price/Book Ratio 7.35 %

Est. 5 Year Earning Growth N/A - Cougar has implemented a workover, drilling and corpletion budg-
et that exceeds its operating cash flowrhe CAPEX shortfall will be

Stock Data met through a combination of debt and equity fiflag@nd asset dives-

tures. One month ago, the Company closed two cfadiities with a

52-Week Range $2.11 —2.04 Canadian bank for $3 million at an annual interast between 5% and

Symbol / Exchange OTC BB:COUGF 6%. The two credit facilities are committed to thevelopment of exist-
ing proved non-producing/undeveloped petroleum aatliral gas re-

Stock Chart serves in Cougar Energy's core area of Trout aratfguisitions of pro-
ducing petroleum and natural gas reserves.

Source: Company reports, business plan, SEC fili&8M Research estimates

Financial Data
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- We are initiating coverage of Cougar Oil and Gas Caada, Inc. with
i a SPECULATIVE BUY/4 rating and an 18 — 24 month target price of
$7.25 which is supported by our total Company adkisted Appraised
Net Worth of $7.23 per share. Our target priceased on a total risk-
adjusted ANW, which includes the value of resergteptial in addition
e to proved ANW. Any success in the Company’s higheptial plays
= T - could materially affect Cougar’s reserves, the Agme Net Worth val-
ue, and budget outlook going forward. We acknowdetitat the risk

| 2o

profile may be more than some investors are coatbtetwith and there-
o _di_Gn_Cp G0 G I __0 ks [T fore we recommend the stock be purchased only bgsiors who can
tolerate above average risk.

This memorandum is for informative purposes onlgN& is an investment research firm without any Btweent banking activities and is publishing reseasports with respect to the securi-
ties of its clients. The information contained lrese reports is based on sources that we consiésle but is not guaranteed by us, nor do ouontspepresent a solicitation to buy or sell the
securities discussed therein. While the informationtained has been obtained from sources beligvbd reliable, we do not represent that it is eateuor complete and it should not be relied
upon as such. Morgarten Financial Services a thardly has retained and pays SISM Research $1,85Meth over a two-year period to ensure indepeindeverage. We do not own any
stock of COUGF (and/or options or warrants relatmgreto). SISM Research, Erlenweg 15, 8302 Ki&eitzerland. Phone: +4144-881-2020



TROUT-SWORD PROJECT

CompaNY OVERVIEW

Cougar Oil and Gas, Canada Inc. based in Calgary, @aisaith its
early stage of business development and is focaosetie acquisition,
exploration and development of crude oil and natges reserves in
the Western Canadian Sedimentary Basin (WCSB). Comgratvth
began in the autumn of 2009, when Cougar acquireduging proper-
ties with excellent infrastructure from two privaté and gas compa-
nies in North Central Alberta,
Cougar's focused core area. The
sunk costs exceeded $50 million
including wells, facilities, pipe-
lines, roads and power lines.
This excellent infrastructure
lowers the overall operating
costs and future CAPEX will be
spent on the drill bit and devel-
opment work. This results in a
more aggressive growth plan to
make Cougar a 2,000 barrel-a-
day Company by late 2012 or
u early 2013. In less than three
months since the acquisition of
the producing properties, Cougar
increased existing production
considerably by workovers and
maintenance programs. Central
to Cougar’s future drilling and
development projects was a joint
venture agreement with CREEN-
ergy Oil and Gas Inc., with the
goal to develop oil and gas
reserves of new First Nations
Treaty Land Entitlement (TLE) claims that is adjsicéo Cougar's
Trout producing properties. CREEnergy is the augteatiagent for
multiple First Nations communities Treaty Land Hathent Claims.
Within the First Nations communities are approxiehat345,000 acres
of mineral rights for development. Cougar has alyepdepared a
drilling program for one initial well and two suligeent wells. Cougar
Oil and Gas used an 18-month payback criterionr poassigning
capital to the project.
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Cougar holds an 80% working interest in the Lucyspezt, a 1,920-
acre lease located in northeastern British Colunibi@ustry continues
to show increased interest in this shale gas pléty, an analogue of

— the Barnett Shale gas
Y potential. Three wells
drilled on the lease had
elevated gas detector
readings while pene-
[ trating the shales. The
hs prospect is still in the
early stages of delinea-
tion and no assurance
= can be given that its
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ty assessed. Much will
depend on commodity
prices. The severe
turndown in gas prices
over the past year has
made natural gas projects difficult to show retuams investment —

especially high capital cost projects such as toenHRiver Basin —

despite the very large reserves and recovery ratebuted to the

Muskwa shales. The current $4 to $5 gas priceg timai return of this

project in the short term and thus the financingilability. Cougar

intends to divest part of its interest to move phgject forward.

HORN RIVER BASIN AREA

Major Horn River explaration projects by other explorers & producers
(e.g., Nexen, EOG, Apache)

W #eior BC land purchase
[ Kediak lands

007) by other explorers & producers

| MPORTANT CORPORATEDEVELOPMENTS

In July 2009, Cougar reported it had funded and coteged the re-
quirements of the "exclusivity contract" of the CREEngy Oil and
Gas Inc. agreement announced on December 1, 200& agreement
provides for an "exclusivity contract" with CREEnerfgy oil and gas
properties for up to 15 townships or 345,000 aofeineral rights in
north central Alberta. The initial leases, as ol in the agreement,
are for mineral rights on a total of 46,080 aci@sd lease term of 10
years. As the project moves forward, additionadésawill be identified
and added to the joint venture. Cougar is workirith \CREEnergy to
identify, prioritize and nominate the first minenaghts that will be
leased and finalizing the initial development plankich will include
the evaluation of four to six high priority targefehe mineral leases
and the general area have industry-recognized ptiodupotential for
light sweet crude oil and sweet natural gas. Adijginmineral leases
have low operating costs of approximately $25.00hzerel, resulting
in profitable netbacks. A key example of the prithn potential
would be the Trout and Keg River oil pools that hgietded as much
as 1.5 million barrels cumulative production peolpar the Granite
Wash oil pools, with as much as 2 million barralsnalative produc-
tion per pool.

In August 2009, Cougar closed an acquisition for welfacilities and
production from a private company with operations and adjacent
to the CREEnergy joint venture project. This acquisitiadded key
properties to Cougar’s ongoing development of the CREEyepro-
ject and the ongoing building of its core area praction. The acquisi-
tion adds two producing wells, four suspended wellsd associated
production facilities. The existing wells and ressr are located in the
Kidney and Equisetum fields. Current gross producti® approxi-
mately 20 barrels of oil per day. Based on the Apr2009 engineering
report provided by a private company, the estim&exed and Prob-
able oil reserves are $459,000 (net present vall®e). This acquisi-
tion is funded with $100,000 cash paid in instalitseover 18 months
and the issuance of 155,000 common shares of Caigir.30 to the
private company. The shares are subject to a two-gscrow agree-
ment.

In October 2009, Cougar acquired two producing oilgperties from
a private oil and gas company in the Crossfield aAtéxander fields
in Central Alberta. Cougar had a farm-out agreementtivia partner
on the Lucy project. The partner did not complets financing com-
mitment and this farm-out and participation agreemeexpired on
August 15, 2009. As a penalty for non-completion, th&rtner trans-
ferred its interest in the Alexander and Crossfieldoperties to Cou-
gar effective October 1, 2009. The properties reeeli are valued at
$628,000 (NPV 10%, only P1ougar now owns a 100% working
interest in the Crossfield property including oneducing well with
single well battery, with approximately 5 barrels~glay (bbl/d) net
production — production continues to be stable withcapital com-
mitment required. In the Alexander property, Cougams a 55%
working interest, including one shut-in oil welltlvia single well bat-
tery and one suspended well. Cougar expects a ndugtion of ap-
proximately 10 barrels-per-day upon restartingshet-in oil well after
spring break up.

Also in October 2009, Cougar closed an acquisitiom feells, facili-

ties and production in the Trout Field Area from a jwate company
with operations in and adjacent to the CREEnergy projedthis

acquisition added key properties to Cougar’s ongoitevelopment of
the CREEnergy project and to the ongoing building d§ icore area
production. Half the wells and production are locatewithin the

designated Peerless/Trout Lake Treaty Land Entitleth€TLE) area.

The overall project has an estimated $50 million sank costs to date
including wells, facilities, pipelines, roads and yer lines. The ac-

quisition added eleven producing wells and an &mtit twenty-one
low cost workovers or recompletion candidates, mssewater dispos-
al and production facilities, and associated pipgsdi The existing wells
and reserves are located in the Trout field ane laxeported cumula-
tive production in excess of 6.6 million barrelslight sweet crude oil
from the Keg River and Granite Wash formations. stttime gross
production was approximately 170 barrels of oil pay, a number
Cougar plans to significantly increase. These wekwiously produced

up to an estimated total of 2,450 barrels of oil gbey. ;



In November 2009, Cougar released its Reserves Assassmand
Evaluation of the oil properties of Cougar, as pregat by indepen-
dent petroleum consultant, GLJ Petroleum Consultanhtisl., Calgary.
The report provided the assessment and evaluationtive acquired
properties in and adjacent to the CREEnergy project,nmaly the
Trout properties, plus the additional properties @rossfield and
Alexander.The October 1, 2009 report gave the first lookhat ¢con-
solidated properties in the Trout Field Area inohgdthe Alexander
and Crossfield properties. The present value oféutash flows before
income taxes as of September 30, 2009, discountetD% (SEC
PV10), totaled $10.471 million. Proved reserves) (ffdve been calcu-
lated to be $7.695 million and probable reservéy {fave been calcu-
lated to be $2.776 million.

Effective February 22, 2010, Cougar Oil and Gas, Candda. began
trading on the OTCBB under the ticker symbol of COUGEougar
and Kodiak Energy, Inc. have a strategic agreeraadtKodiak will
function as a parent company with respect to theg@oassets. Kodiak
holds 38,076,972 shares or 64.64% of Cougar Oil@asl Kodiak also
retains a formal agreement with Cougar for the ojymity to acquire
additional shares of the Company. Cougar's performamtt be re-
flected on Kodiak's consolidated financial repagtas an investment.

On February 26, 2010, Cougar closed a formal agreemerith a

Canadian bank for two credit facilities totaling $8illion with a per

annum rate between 5.5% and 6.0%. The first creditifity is a

revolving demand loan in the amount of $1,000,000he second
credit facility is a non-revolving acquisition/del@pment demand
loan. The two credit facilities are committed to the depenent of

existing proved non-producing/undeveloped petroleunt natural gas
reserves in Cougar Energy's core area of Trout aratfguisitions of
producing petroleum and natural gas reserves. haissaction will

enable Cougar to promptly execute its dedicated ypookram for the
core area properties of Trout, with the goal ofréasing exiting pro-
duction.

ProspecTF0orR0O&G EXPLORATION

CREEnergy Project Overview

Cougar Oil and Gas and CREEnergy Oil and Gas Increzhiato a
joint venture agreement in 2008 with the goal ofedeping oil and gas
reserves of new First Nations’ Treaty Land Entigin(TLE) claims.
Through the TLE claims, the First Nations’ commynhopes to
achieve its goal of independence. The claim is whth Federal Gov-
ernment of Canada and the Province of Alberta. \Withese new First
Nations are approximately 345,000 acres of minggdts for devel-
opment. CREEnergy is the authorized agent for meltifiist Nations’
communities and has chosen Cougar as its oil angpgdser to de-

velop certain oil and gas projects to benefit ecoiscsustainability for
First Nations’ communities that CREEnergy represeftgure royal-
ties from the oil and gas production wil be used
support education, employment and development oppities for the
First Nations’ communities with whom Cougar is waoidi

t

The first agreement calls for the development bfaod gas prospects
for multiple First Nations’ communities in the Athesca Peace River
Region (within green border area shown on the mapiial leases in

the first stage of the Agreement will be for minetghts on 72 sec-

tions or 46,080 acres for 10 years. As the prajextes forward, addi-
tional leases will be identified and added to tbimtj venture. As of

today, the land claim process has faced severaystethe regulatory
process including the Federal Government of Canaddatee Province

of Alberta is ongoing and possibly nearing completiCougar sees
tremendous business opportunities within the laiaghhcof the First

Nations and is in negotiations with CREEnergy to vead: of Cou-

gar’s mineral lease rights back to CREEnergy to gl with a direct

ownership and patrticipation in the communities efation to the Oil

and Gas mineral rights and associated operatiohis dllows both

companies to form a much closer, more fruitful, dadger-lasting

relationship.

Peerless/Trout Lake (CREEnergy Prospects) — Athabaa
Region

The Peerless/Trout prospects (within green bordeas shown on the
map below) include Keg River and Granite Wash oigbamun natural
gas and the Athabasca Oil Sands Area. The Keg RindrGranite
Wash is a conventional oil play, with a total depthapprox. 1,500
meters, and will be the primary target in any exgion and develop-
ment work program. The oil quality is light sweeith an API gravity

of approximately 40°. The geological mapping hasfas, identified a
series of Keg River pools in the Peerless/Troutoregivith multiple

wells having each produced more than 100,000 lsaofebil. The wells
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are producing very economically, allowing the Comptmkeep F&D
costs and operating costs at a minimum. The estadli infrastructure
in the area will allow Cougar to maintain operatingsts below
$15/barrel, which will allow a positive netback. €fk is a large oil
sales pipeline within five miles of the Peerlesselirregion. The Wa-
bamun natural gas formation is found at a totalttdey approx. 500
meters, and there is existing natural gas infratire to both the east
and the west of the Peerless/Trout region. Thel&e#Trout region is
located within the Athabasca Oil Sands Area, aedetinas been active
oil sands leasing to the east and the north optbgct area. The Com-
pany is planning to core and evaluate the oil sgramtential in the
region as it drills for the deeper Keg River/Granitéash primary
targets. Cougar has evaluated the regional tradmgetlata and identi-
fied a series of lines that will allow the seleatiof the first multi-well
drilling program.



Bison Lake (CREEnergy Prospects) — Peace River Regi

The Bison Lake prospect (within green border areghermap below)
includes the Gilwood, Wabamun, Gething, and Blueskyral gas and
Bluesky heavy oil areas. Thgilwood is a conventional natural gas
prospect at a total depth of approx. 1,600 meteemlogical mapping
has identified several Gilwood pools in the Bisoké.aegion that have
produced multiple Bcf of gas. There are two mainurstgas sales
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lines in the CREEnNergy Bison Lake project area, ardirftial work
programs will focus on areas in close vicinity hese sales lines. The
Energy Resources Conservation Board in Calgary (ERCBistrand
reports natural gas operating costs including cesgion, gathering,
and processing. A review of the facilities in thes®i Lake region
indicated typical operating costs of less than @Mgf. The Waba-
mun natural gas formation is found at a depth of app6®0 meters.
There are multiple wells in the Bison Lake regioatthave produced
more than 500 Mmcf of gas. ThBething and Bluesky are found
between 400 and 600 meters and contain a shallewtyge of well
which would have a very high drilling success fiati¢ would require a
higher well density to achieve an economic projeturn.

Strategic Acquisition Nearby The CREEnergy Project

Cougar strategically acquired a 100% working inter@s approx.
17,920 acres of mineral rights located in the imiatedvicinity to the
CREEnergy Project and will, in the future, benefinfr the existing
infrastructure. The close proximity to two natugas sales pipelines
within the farm-in lands further enhances the eauigs for the project,
even at depressed natural gas prices. The minigtais rwithin the
farm-in agreement are currently held under sevdiadrta Crown four-
year initial term P&NG licenses, which expire inpBamber 2010. The
rights can be grouped and validated with a driljimggram and subse-
quently continued under a five-year intermediatentdicense. The
farm-in agreement entitles Cougar to earn 100% @ffahmor's work-
ing interest in exchange for performance of a neglidrilling program
to continue the mineral rights. The farmor willaiet a small royalty
position in the validated lands. The extent of iaeral rights contin-
ued by the drilling program will depend on the depff the wells
drilled. A single well drilled to an approximatepth of 1,650 meters
(5,413 feet) can validate up to 10 sections of naheghts. The farm-
in lands are primarily prospective for natural geservoirs. The wells
would have a maximum depth of approximately 1,70&ems (5,577
feet) and potentially target the Gilwood, SlaverffoWabamun, Geth-
ing, and Bluesky formations. There is existing oegil natural gas
infrastructure, and the target formations shouldtaim sweet natural
gas, which would reduce production and processhmyges. A Gil-
wood well within approximately 3.2 kilometers (2led) of the farm-in
lands has produced more than 9 billion cubic féetatural gas. Cou-
gar is presently mapping out the structure andewewvig seismic to
determine other possible drilling locations. A lilidj program has been
prepared for one initial well and two subsequentisive Contingent
upon financing, this program will be evaluated dmdds allocated to
the best netback between this gas project and tter oil develop-
ments. An 18-month payback criterion will be ugeibr in assigning
capital to this project.

L ucy SGNIFICANT SHALE GAs ProspecT -B.C.

Cougar is the operator and owns an 80% workingesten the 1,920-
acre Lucy prospect located in northeastern Britistu@bia. Cougar
believes the lease is situated on the southeast edthe Horn River
Basin and the Muskwa Shale gas prospect. Industrireees to show
increased interest in this shale gas play, witless\comparisons of the
Muskwa Shale gas potential as an analogue of theeBaBhale gas
potential.

Drilling-History — The first drilling operation o€ougar’s lease com-
menced in the fourth quarter of 2006 and was desigio target a
Middle Devonian reef prospect. Drilling had sevevpkrational prob-
lems and was unsuccessful. The review of seismit drilling data
n T S 1 7 7 showed a seismic ano-
| | ], ] maly on the southern
" HORN RIVER ?’%"
4

half of the lease, and a
BASIN | decision was made to
|- [y drill a well on that part
vg of the lease to evaluate
both the anomaly as the
primary target and the
4 Muskwa Shale, seen in
the first well but not
#« evaluated by the opera-
tor at that time. In early
2008, a second drilling
operation was com-
pleted and a vertical
well was cased. The
targeted seismic ano-
maly was not a reef
buildup and the well-
bore was cased due to
encountering significant
gas shows in the previously identified Muskwa Shali¢h a formation
thickness of approximately sixty meters. In AugofSR008, an approv-
al of the Lucy experimental scheme application veggived. A multi-
phase work program, designed to test the deliviggabf the Muskwa
Shale gas formation using vertical and horizontdlimy and comple-
tion techniques, was prepared.
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HORN RIVER BASIN AREA

Majer Hormn River exploration projects by other explerers & producers
(e.g., Nexen, EOG, Apache)

I Msior BC land purchase (Dec. 2007) by other explorers & producers
[ Kediak lands

The proposed work program would allow for early darction into a
pipeline in order to monitor long-term deliveratyilrates and pressures
of horizontal and vertical test wells on the peephof the Horn River
Basin. These results would be some of the first cernial production
results for a Horn River Basin shale gas project andld provide
information that would help define the effectivepioration area of the
Basin and assist in the validation of adjoining erties in a divestiture
process, should that occur. A shallow gas assessmenducted by
performing various tests on the rock cuttings thete obtained while
drilling the well in 2008, was made in order to efetine the type,
quality and amount of both adsorbed and free gas. drill cutting
analysis continued to support the evaluation ofNheskwa Shale gas
prospect. Another significant point is that all edrwells drilled on
Cougar’s lease, were drilled deep enough to peeetrs Muskwa
Shale and had elevated gas detector readings \pkitetrating the
shales. The prospect is still in the early stagedetineation and no
assurance can be given that its exploitation wéllsnccessful. Further
appraisal work is required before these estimaaesbe finalized and
commerciality assessed. Much depends on commoditeg The
severe downturn in gas prices over the past yeanfae natural gas
projects difficult to show returns on investmengspecially high capi-
tal cost projects such as the Horn River Basin pitleshe very large
reserves and recovery rates attributed to the Masitvales. The cur-
rent $4 to $5 gas prices limit this project’s ratim the short term and
thus the financing availability. Cougar is seekpagtners as a way of
divesting a part of its working interest to move groject forward.



CoucARr’'s PRODUCING PROPERTIES

Due to delays in the land claim process with Ritations as mentioned
earlier, and in order to move Cougar forward, the Gamy looked to
other opportunities in Cougar’s core area, the RathERegion. Dur-
ing the third quarter of 2009, Cougar completed @eguisitions of
properties in the Trout Field Area that represestfirst significant
producing resource property. On September 30, 2008gar acquired
the Trout/Sword Propertiedrom a private company. The Trout/Sword
Properties include certain wells, facilities anaddarcing operations in
and adjacent to the CREEnergy project (within greendér area
shown in the map below). The acquisition includeven producing
wells, twenty-one suspended wells and associateduption, and
water disposal and pipeline facilities in the Tréatd. Cougar believes
this acquisition offers considerable potential norease existing pro-
duction significantly. Cougar now owns 7,100 groseea of mineral
rights, with an average 85% working interest (alhtinued through
production, no expiries). The year-end net productwas approx-
imately 108 barrels-per-day (bbl/d) — 85 bbl/dta time of the acqui-
sition. On the properties are 11 pumping wellber@sat time of acqui-
sition — and 3 workovers pending partner approvabwathority for
expenditures (AFE’s). It also includes 1 observatieellbore and 21
suspended wellbores. Cougar also now owns eightesimg)l batteries,
three water disposal wellbores, with associatedlitias, and two
multi-well batteries, with existing fluid handlingapacity in excess of
2,500 bbl/day (oil, gas and water handling andtimgacapability). The
purchase price was $6 million, with an initial paym of $1 million at
closing. The purchase price was negotiated atS®5@er barrel. Net-
back after operating costs at current commoditycgsriis approx.
$60/barrel. The overall project has an estimatgd illion in sunk
costs to date, including wells, facilities, pipeln roads and power
lines. The wells, which came with the acquisitipreviously produced
up to an estimated total of 2,450 barrels of lighide oil per day.

The second and smaller acquisition is Theut-Mistahiya Properties

(within red border area shown on the map above)s Blquisition

includes 2,560 gross acres of land within and afjato the CREEner-
gy Project area lands. Cougar owns a 65% workiregest in six wells

— two producing wells and four suspended wellstietan the Kidney

and Equisetum fields. The net production is appraxely twelve

barrels of light crude oil per day (net to the Camy). The purchase
price consisted of cash for the P1 reserves and &algres for the P2
reserves. The acquisition was funded with $100,68¢h paid in in-

stallments over 18 months and the issuance of 0856mmon shares
of Cougar at $1.30 to the private company. This sitipn adds two

producing wells, four suspended wells, and assetigiroduction

facilities to Cougar.

Crossfield Property, Calgary — located 48 km north of Calgary. Cou-
gar owns a 100% working interest in the propertiijclv consists of
one producing well, with a single well battery, hwviapprox. 5 barrels
per day net production. Production continues tsthble with no capi-
tal commitment requirement.

Alexander Area Property, Edmonton — located 75 km northwest of
Edmonton. Cougar owns a 55% working interest in Athexander
property, which is located on 2,560 acres of lamdl iacludes one shut-
in oil well, with a single well battery and one peaded well. The
expected net production is approximately 10 baipelsday upon
restarting the shut-in oil well after spring bragk More than $900,000
has been invested in the property so far.

OvERVIEW ProODUCTION DECEMBER 31, 2009

Properties: Producing | Suspended| Shut-in Net Produc-
Wells Wells Wells tion Barrels

Trout-Sword 11 21 1 108

Trout-Mistahiya 2 4 12

Crossfield 1 5

Alexander 1 1 0

Total 14 26 2 125

ONITsWaAy To A 2k BARREL/IDAY ComPANY

Cougar plans to aggressively develop and exploredtgly acquired
assets to become a 2,000 barrel-a-day producingaayrby the end of
2012 to early 2013. Just recently, the Company taokajor step
forward by securing debit financing with a Canadiamk. This financ-
ing allows Cougar to execute its work program, witie goal of in-
creasing existing production. Within approximatedix months of
implementing its proposed maintenance program, elev®e it will
have doubled production to approximately 250 bargetiay, on course
toward its goal of becoming a 2,000-bbl/d compa®@ougar has al-
ready demonstrated its ability to increase resewllae with limited
capital infusion. During Q4 of 2009, after a sapsial geological
evaluation of its properties, the Company reactvatmur wells that
were previously suspended and completed. Withieethmonths of
maintenance work, Cougar increased its net presdoePV10) for
P1 and P2 reserves by 24%, from $10.471 millio18.920 million,
by the end of 2009. Until the Company reaches ital @b 1,500 to
2,000 barrels-per-day, it will not need major capfor surface im-
provements due to the existing facilities. We eatemapprox. $8.8
million in workover and on the drill bit spendingrihng 2010 and 2011
to increase production by approx. 880 barrels-pgrid 1,200 barrel-
per-day. On the drill bit, these activities shoaldd substantial new
reserves and production. Industry trends have sedls in the area
flowing from 100 to 500 barrels-a-day in initialgoluction and then
stabilize at lower numbers for long periods of time

M ANAGEMENT T EAM

William S. (Bill) Tighe - Director, Chairman of the Board, CEO

Mr. Tighe has held the position of Director and @nan of the Board
since January 2010. His past experience includpsoaimately thirty
years in management, operations, maintenance, areé necently,
major and minor projects for both Canadian and oth@rnational
energy companies. These positions were in a vadfield settings
from the heavy oil industry, sour gas and liquitenfs in Alberta and
British Columbia and the sudrctic in Canada, to designing offices,
construction, construction and startup, and theraijws of large
gas/liquids processing operations in Southeast.ASiam 2004 to
2005, Bill worked for Suncor Energy Ltd. as a Busin8ervices Man-
ager, Growth Planning and Development. From 200d 2604, he
worked for Petro China International as Operatioeydlopment and
Commissioning Manager. Prior to that, Bill had extem&xperience in
both Alberta and internationally in the oil and gadustry. Bill at-
tended the University of Calgary where he studiedegal science and
computer science. He holds an Interprovincial Polegineering
Certification Il Class. Mr. Tighe is also a Direcenrd Chairman of the
Board of Cougar Energy, Inc.; Director and Chairmarthef Board,
Chief Executive Officer, President, and Chief OpatOfficer of
Kodiak Energy, Inc., and Director of Tamm Oil andsGCorp.



Glenn Watt — Director, Chief Operating Officer (COQO)

Mr. Watt has held the position of Director sincauary 2010. Prior to
this time, Mr. Watt worked primarily in the Weste@anadian Sedi-
mentary Basin, and from May 2003 to March 2007 wakird) and
completions superintendent for a large Canadiaraond gas royalty
trust. He also worked for a major oil and gas comypas a completions
superintendent. He has additional field experiemoeking on drilling
rigs in Alberta and British Columbia. He is also adgtor and Vice
President, Operations for Kodiak Energy, Inc. Hs &a honors diplo-
ma in Petroleum Engineering Technology from thethienn Alberta
Institute of Technology and a Bachelor of AppliedrBleum Engineer-
ing Technology Degree from the Southern Albertdit® of Tech-
nology. Mr. Watt is also a Director and PresidehCougar Energy,
Inc.; and Director and Vice President, Operatioh&adiak Energy,
Inc.

Lee Lischka - Director,

Mr. Lischka has held the position as a Directothef Company since
August 2009. He is presently the Sales Managearthging Partner
of XL Fluid Systems. In 2000, Mr. Lischka graduafeain the South-
ern Alberta Institute of Technology in Calgary, Aftaeein Petroleum
Engineering Technology. From 2000 to 2008, he wapleyed with

Newpark Drilling Fluids as a Drilling Fluids Tecluién, Programmer,
and in Technical Sales. Prior to entering his acadeducation, Mr.
Lischka was employed in the oil and gas servicastny in the hauling
business and pipeline business.

David (Dave) A. Wilson - Chief Financial Officer

Mr. Wilson has held the position of Chief Financiafficer of the

Company since January 2010. He has more than 28 pégrofes-

sional accounting experience with various publid gmivate oil and
gas exploration companies, both domestically anermationally. He

has expertise in accounting, securities and regylastandards for
publicly traded companies including U.S., GAAP &@ahadian IFRS.
From 2006 to 2009, he was Vice President, FinamckeGhief Finan-
cial Officer for Kootenay Energy Inc. From 200120605, Mr. Wilson

was Vice President, Finance and Chief Financialo®ffifor Monroe

Energy Inc. His previous financial experience cstesl of progressive
finance positions within various industries, indhgloil and gas. He is
also accomplished in various financing initiativeslated negotiations,
and M&A transactions. Mr. Wilson's proven executiveanagement
skills in the capacities of Vice President, Finaaogl Chief Financial
Officer were instrumental in successfully executwayious strategic
transactions. He obtained his Certified ManagemembAntant desig-
nation from the Alberta Society of Management Actants. He is
also Chief Financial Officer for Cougar Energy, laod Kodiak Ener-

gy, Inc.

PROJECTASSESMENTS

CREENERGY JOINT VENTURE PROJECT ASSESMENTS

To value the CREEnergy Project we're using historeell data from
the North Central Alberta region and using typicdbekta oil well
spacing of four wells per section. Using that matere is potential to
drill up to 2,000 wells on the CREEnergy Project. &hsn historical
well data at 100,000 barrels/well, Cougar has thergil to find up to
200 million light sweet recoverable barrels of éit.an “in the ground
value” of only $5/barrel, this project could havepatential Project
Value of $1 billon or $16.11/share fully dilutedtrte Cougar, antic-
ipating the successful development of the entiggept. Gas wells in
the region produced ¥z Bcf per well, and based owdl& per section
spacing, Cougar could find in excess of 1 TCF of r@tgas. At an
“in-the-ground value” of only $0.5/Mcf, the Projembuld be valued at
$500 million or approx. $8.06/share fully diluteétrto Cougar. It is
very important to note that these numbers mustdhidated by a third
party engineering firm.

TROUT FIELD PRODUCING AREA PROJECT ASSESMENT

The agreed purchase price was negotiated at $5a@rsproven re-
serves. Today, oil is already up by 50% at $80+ Gbligar now owns
a substantial infrastructure, resulting in much dowverall operating
costs and lower development costs. Without thisl kifinfrastructure,
the initial production would have lower netbackeda higher trucking
costs and regular non-producing periods due toheeatin lieu of this
acquisition, a large amount of capital would hawébé spent to bring
facilities to this baseline, which Cougar now h&¥e estimate approx.
$15/barrel operating costs in the field and wenesté a project value
for the Trout Field to be $37 million. Since thegbming of field de-
velopment to date, approximately $50 million hasrbspent in sunk
costs, which includes wells, facilities, pipelinesads and power lines.

LUCY PROSPECT — INDEPENDENT ENGINEERING ASSESS-
MENT

Chapman Engineering prepared an assessment of dkpegtive re-
sources as of May 1, 2008, targeting the Evie gatesChapman has
not given any estimates on prospective resour@sgdoon exploration
history since none of the wells was successful. él@ry, Chapman’s
estimates, for the low case, considered only the §as in the zone and
estimated this to be approx. 16 Bcf/section ofinaggas-in-place. For
the high case, Chapman used published resourceagssimprovided by
an operator in the Horn River Basin, adjusted tostae thickness in
this part of the basin. This resulted in 48 Bcf/gacbf original-gas-in-
place. To obtain the best estimate, the enginearamgpany took the
average of the high and low estimates, which wa®8@2section of
original-gas-in-place. From published reservoirapaeters provided by
the B.C. Oil and Gas Commission, Chapman estimatedeitwvery
factor to be 55%, with a surface loss of 10%.

Cougar’s Estimated Successful Project Valuation
(Using conservative published parameters)

Cougar - Industry Prospect Comparison
Muskwa/Evie Shale Gas
Parameter Industry Values COUGAR Values
(Publicly Available) (see notes)
Reservoir Thickness (ft) 60 - 600 150 - 225 a
Total Organic Carbon (%) 09-6.1 22-57b
Gas Filled Porosity (%) 3.2-6.2 4b
Adsorbed Gas (scf/ton) 9.6 -16 20-22b
Silica Content (%) 48 - 86 26-36b
Gas in Place (Bcf/section) 20 - 350 32-48c¢
NOTES
a: e-line evaluation log
b: independent lab result
c: industry calculation
Lucy Land Value (undeveloped) $7.7 MM
777 hectares x $10,000/ha (average)
Original Gas In Place (OGIP) 123bcf
41 Bcf/section x 3 sections
Potential Recoverable Gas Reserves 30.75bcf

123 Bcf OGIP x 25% recovery rate

30.75bcf RGIP x $1 per Mcf recoverable reservebénground  $30.75 MM
Wells and Facilities $5.0 MM
TOTAL PROJECT VALUATION $35.5MM



CaPEx =V ALUE CREATION

Cougar needs to spend approximately $18 million ankevers and in

the drill-bit in order to achieve its goal of bedoga 2,000 barrel-a-
day company. Based on our cash flow analysis foR(HY) and the
secured debt financing, there would be enough ftashgenerated to
fund ongoing drilling and development programs. ldwer, the Com-
pany is also looking to acquire producing propsrtéincrease produc-
tion immediately. We estimate an equity raise i 3 quarter of 2010
of approx. $5 to $7 million for funding its furthdrilling activities. We

estimate the Company to become a 1,200 barrel-@alapany by the
end of 2011 and a 2,000 barrel-a-day company byetiieof 2012 or
early 2013. During the next three years, we beli@eegar will grow

significantly and create value for its stockholders

APPRAISEDNET WORTH Is THE ONLY WAY To
V ALUE CoucarROiL AND GAs

As with any company that possesses a significapkoeation compo-
nent that is in an early development stage, weebelthe only way to
accurately value Cougar Oil and Gas shares is byavily risk-
adjusted Appraised Net Worth analysis. Due to iteable acreage
ownership, evaluating the Company’s assets usingAti&/ metho-
dology could better quantify the Company’s curresitiation. Howev-
er, this type of evaluation can be much more Vielatiie to well results
and industry data points. Based on our long-term ngodity price
forecast of $75.00/bbl and $4.00 for natural gascelculate Cougar’s
heavily risk-adjusted ANW to be $7.23 per share #sdunrisked
ANW to be $25.69 per share. Our risk-adjusted Aigedh Net Worth
reflects credit for risked reserve potential. 16uks fall short of our
projections, this could invalidate our price targabd the exclusivity
contract with CREEnergy to develop up to 15 townsloipsid have a
major impact. However, we risked this play by 75%aemonstrate our
conservative approach and to be more on the sdde si

Several assumptions were made in order to calcolatdully diluted

risked-adjusted ANW of $7.23. (See our calculatmxt page). The
proven ANW (at year-end 2009) was calculated a2&masic, while
the ANW for unproved reserves was computed at $&m@%e fully

diluted. The CREEnergy TLE projects were evaluateth vai 25%
chance of success in reaching its unproved regastential, and the
Lucy prospect with a 50% chance of success. Tines$7.23 ANW is
based on our proved ANW of $0.28 per share, plassiiim of the
unbooked resource values and $0.02 for exercisergants providing
the Company with $877,500 of new capital. We catedahe Compa-
ny’s CREEnergy TLE projects at $6.04 per share, tioeifTField Area
Upside of $0.60 per share, and the Lucy projectaR9. Based on
where Cougar is currently trading, we believe thdy @ portion of the
upside potential is currently being priced into CQUshares.

V ALUATION AND RECOMMENDATION

We are initiating coverage of Cougar Oil and Gas with

SPECULATIVE BUY/4 rating and a 18- to 24-month target pé of

$7.25, which is supported by our total Company risked-sidid Ap-
praised Net Worth of $7.23 per share. However thmmy’'s stock
currently trades at 0.28 times to our calculatstted-adjusted ANW
per share. Our positive investment rating is basedhe Company’s
near- to long-term growth profile and its developtmaend exploitation
prospects. Our target price is based on a tot&lad§usted ANW,
which includes the value of reserve potential iditoh to proved
ANW. Any success in the Company’s high potentialypleould mate-
rially affect Cougar’s reserves, the Appraised NetrtV value, and
budget outlook going forward. We acknowledge theet tisk profile
may be more than some investors are comfortable awit therefore
we recommend the stock be purchased only by inkesito can
tolerate above average risk.

ANALYST DISCLOSURE

Analyst: Ernest C. Schlotter

Ernest C. Schlotter has been an analyst in the prii@ld since 1998.
He is asecurities analyst covering energy with MsIBesearch &

Investment Services, Zurich, Switzerland. His areésfocus have
included all energy industry sub-sectors, with @ on independent
companies in exploration/production. According ke tracking firm

StarMine based in San Francisco, Ernest C. Schlatter four out

of five star analyst for EPS estimate accuracy stodk target price
projection.

Analyst Certification:

I, Ernest Schlotter, hereby certify that the viesxpressed in this re-
search report accurately reflect my personal vietwsut the subject
securities and issuers. | also certify that no panny compensation
was, is, or will be, directly or indirectly, relatgo the recommenda-
tions or views expressed in this research report.



Risk-ADJUSTEDAPPRAISEDNET WORTHANALYSIS

Cougar Oil and Gas, Canada Inc. Estimated AppraisedNet Worth as of April 8, 2010

PROVED & PROBABLE RESERVES:
$ $/Shr.
Oil 441,765@31.51/BBLS $13,920,000 $0.p4
Gas @00.00/MCD $ $0.00
SEC PV@10% $13,920,00 $0.24
FINANCIAL ITEMS: SISM RESEARCH ESTIMATES AS OF APRIL 1, 201C
Working Capital -$500,00 -$0.01
Petroleum and natural gas proper- $7,229,090 $0.12
ties
Other Assets $296,153 $0.01
Long Term Debt -$3,939,319 -$0.07
APPRAISED NET WORTH C$17,005,924 C$0.29
C$/US$ Exchange rat 0.97
APPRAISED NET WORTH US$16,495,746) US$0.28
Shares Issued and Outstanding 58,906,191
POSSIBLE ADJUSTMENTS
CALCULATION FULL
DILUTION
Exercise Number Unrisked Unrisked Risked Risked
Price $ $/Shr. US$ | US$/Share
Warrants US$0.2166 2,250,000 US$487,500 US$0.01
US$0.4333 900,000 US$390,0p00 US$0,01
Fully Diluted Number of Shares 62,056,191
Probability Risked Risked
of success US$ | US$/Share
Trout Field Producing Area
2 MMBO recoverable US$29.50/Bbls 63.00% US$59,000, US$0.95  US$37,170,000 US$0.50
CREEnergy Joint  Venture
Project
200 MMBO recoverable US$5.00/Bbls 25.00% US$1,000,0800 US$16.11 US$250,000,000 US$4(03
1 Tcf recoverable US$0.50/Mcf 25.00% US$500,000,000 US$8.06 US$125,000,000 US$2.01
LUCY Gas Prospect
Project Potential 50.00% US$35,500,000 US$0.57 195%0,000 US$0.24
SUBTOTAL POTENTAL ADJUSTMENTS US$1'594'500'000 US$25.69 US$430,797,500 US$6.95
TOTAL POTENTIAL APPRAISED NET WORTH US$447,293,246 US$7.23




Ernest C. Schlotter

SISM Research
April 8, 2010

Cougar Oil and Gas Canada Inc. Financial Forecast$;Y2010 -2014E
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