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Madalena Energy builds business fundamentals "on
all fronts"; active drill program now underway
Madalena Energy (CVE:MVN) is in a much stronger position today than it was
even just a few short months ago, according to chief executive Kevin Shaw,
with the company amassing a large land position in a country with the fourth
largest technically recoverable shale oil resource in the world, behind only
Russia, the US and China.
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Shaw, who spoke on an investor conference call yesterday morning, said the
company's management has positioned the emerging oil and gas producer for
growth with a solid production platform, self-funding cash flow, and an
experienced operating team. Madalena is ramping up its drilling operations in
Argentina and Canada focused on unlocking multiple horizontal resource plays,
unconventional shale assets and creating shareholder value.
The company, following its acquisition of Gran Tierra's Argentinean assets in
June, now has 14 concessions across Argentina over 1 million net acres of
land, compared with 3 blocks over 132,000 acres previously. It also has a land
base with more than 150 net sections in Western Canada, with a large
inventory of horizontal development locations.
Over the next 17 months, the company is planning to invest its cash flow and
financial resources on a combination of lower risk, conventional development
drilling and on unconventional shale and tight sand delineation in the Vaca
Muerta and Lower Agrio shales of Argentina's well-known Nequen Basin.
It will also continue to seek potential partners on its multiple blocks to deliver on
its farm-out strategy.
From July to December of this year, the company has approved a capital
budget of C$36 million, with the aim of ending the year with an exit production
rate of between 5,200 and 5,400 barrels of oil equivalent per day (boe/d).
"Overall, Madalena has made significant headway over the last 19 months,"
Shaw told investors and analysts on the call.
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"We are one of the most attractive entities in Argentina today with a strong portfolio of assets including a solid mix of
unconventional shale assets, multiple high impact horizontal resource plays and a deep portfolio of exploration &
appraisal projects."
Indeed, the company, which has managed to lift its production from just under 200 boe/d to just below 5,000 boe/d
currently, has transformed its cash flow platform and successfully implemented North American horizontal drilling
technologies internationally. It has 11.2 million boe of conventional reserves and 2.9 Billion boe in unconventional shale
recoverable resources.
At the end of the year, it is planning to finish with positive working capital, no debt, and "much larger production and
cash flow base to move forward and execute a sizable program in 2015."
The first priority this year will be conventional development via horizontal drilling and workover programs, which will see
Madalena drill the Coiron Amargo, Puesto Morales and Rinconada South blocks in Argentina, while in Western Canada,
it will focus on additional horizontal Ostracod oil wells to boost production.
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As part of these efforts, Madalena said a multi-well drilling program in the Loma Montosa oil resource play is being
planned for next year at the Puesto Morales field, which it recently acquired from Gran Tierra.
"We believe there is significant upside in the Puesto Morales field," said Shaw, adding that the company will focus on
optimizing production on this scalable project and undertaking a multi-well horizontal program on the block next year.
Its next priority is to advance its unconventional shale and tight sand resources within the Nequen basin at the Coiron
Amargo, Curamhuele and Cortadera blocks. Madalena's acreage is positioned in some of the key areas of the basin
where the highest activity levels in terms of dollars spent offset its blocks.
"Our Argentina portfolio of assets is a key focus of the company. We have a development and cash flow generating
platform, coupled with Madalena's unconventional shale and tight sand resources."
It is the company's exposure to the Vaca Muerta shale that has attracted several analysts to initiate coverage on
Madalena, with the shale believed to be the world's second largest shale gas and fourth largest shale oil formation. The
area contains an estimated 27 billion barrels of oil.
Madalena's Vaca Muerta shale is oil prone at its Coiron Amargo block, gas prone around its Cortadera block and oil,
and liquids and gas prone at its Curamhuele block.
Indeed, upside seems to be synonymous with Madalena Energy. The company is trading at below $250 an acre, with
over 1.0 million net acres in Argentina alone, far below what even a portion of its shale acreage could be worth, with
recent majors transacting in the area for up to $11,000 an acre.
It is also evaluating other resource opportunities in Argentina such as the Lower Agrio shale, which is up to 225 metres
thick across its Curamhuele block and has horizontal multi-stage frac potential, and the Mulchinco tight sandstone --- a
liquids-rich gas-bearing tight sand play similar to the Montney shale play in Canada which is prospective at both
Madalena's Curamhuele and Cortadera blocks.
But first, the company is planning to focus on executing its horizontal program at its Coiron Amargo block, beginning
with a multi well program at its Sierras Blancas high impact horizontal play, which has exceeded expectations thus far.
Earlier this year, a horizontal well in this area tested rates of up to 1,943 boe/d. Madalena will also spud the first of a
two well horizontal program within a week at its Ostrocad oil play in Western Canada.
"We're building out the business from all sides. We have a strong production base, and a balanced strategy, focused on
both horizontal development and unconventional shale assets," emphasized the chief executive.
"We are looking to grow our conventional production and advance our delineation strategy across our unconventional
resources and Madalena will continue to focus on enhancing our fundamentals as a company."
The company's shares closed Thursday at 42 cents, giving it a market cap of just over $220 million.
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