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  AN INTERVIEW WITH HUGH ROSS 
PRESIDENT and CEO with NOVUS ENERGY 

(As of May 15, 2012) 
 

Hugh Ross is an accomplished 
name in the oil and gas patch...for 
those that remember the old story 
of Gentry Resources which ended 
on a happy note.  He and his team 
have started all over again with 
Novus Energy.  It’s been amazing 
though to see them change their 
focus dramatically over the past 
three years from natural gas to oil 
and liquids.  They have gone in that 
time frame from 75% natural gas to 
84% oil and liquids.  It’s time to do 
a Q&A with Ross because it looks 

like their Viking play is starting to attract more than a little 
attention. 
 
David Pescod:  Let’s start off with what are your expectations 
for natural gas and oil prices going forward as many people 
seem too comfortable in the $95-$100 range for oil.  If every-
one expects it, it never happens.  What is your take on oil 
prices and on the other hand, there are more than a few wor-
ried about what next for natural gas? 
 
Hugh Ross:  We are in very volatile times with European 
shares falling to a four month low. We are witnessing political 
deadlock in Greece and are seeing signs of a slight economic 
slowdown in China. All of these conditions are serving to cre-
ate volatility in North American markets. Over the last few 
days we have witnessed speculation of Greece leaving the 
euro currency union after failing to agree on a unity govern-
ment. The market has been fixated for a number of months 
now on euro zone worries. I think this volatility will remain 
until the euro can see its way forward politically and more 
importantly economically.   
 
My view on oil prices is that they will be range bound between 
$88 low case and $110 high case. Today we are seeing oil 
prices trade around the $94 range. I really don’t see a lot of 
downside from these current levels.  I think the market funda-
ments for oil remain strong. As I previously told you David I 
believe oil prices at the end of the year will be between $97 
and $105. 
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With regards to your question on gas, I don’t see gas trad-
ing much lower than it is today.  However, I do not see it 
trading at much higher levels in the foreseeable future.  We 
have noticed of late gas pricing has firmed due to in-
creased demand in power generation, however, even with a 
very hot US summer and added power generation con-
sumption  don’t see the sizeable gas surplus being reduced 
in any meaningful way.  I think we will be trading within a 
$2.50 - $3.25 band for the next number of years. There is far 
too much gas in storage at present and there is significant 
pent up supply ready to be put on stream as soon as gas 
prices start to firm up.  
 
DP:  You have two significant plays - Viking and Cardium, 
so what should we know in particular about your Viking 
light oil play and how big it might be? 
 
HR:  We are very excited about our Viking oil play located 
in Southwestern Saskatchewan. As you are aware Dave, the 
Dodsland Viking play is our cornerstone asset with over 
1,300 drilling locations in front of us. When we capitalized 
Novus in mid 2009 we had production of approximately 275 
boe/d.  Today our production is approximately 3,000 boe/d 
and substantially all of this growth has come from the drill 
bit and essentially all of this drilling success has come 
from our Viking oil play.  Sproule and Associates are our 
independent reservoir engineers who performed a resource 
study of our oil reserves effective December 31, 2011. Ac-
cording to the report Novus has 644 million barrels of oil-in-
place on its lands.  We have the ability to potentially re-
cover up to 42 million barrels of oil on these lands with fu-
ture successful drilling programs. This 42 million barrel 
number is over and above the 11 million barrels of reserves 
we currently have booked in the play. In addition to these 
already large future reserve numbers we possess added 
reserve upside through secondary recovery schemes. As 
we have seen with a number of our industry competitors, 
water flooding can be an inexpensive, high capital effi-
ciency program that can add materially to future reserves 
and production volumes. 
 
DP:  You have a large chunk of land that could keep you 
busy for years.  Just how many locations do you feel com-
fortable with in the coming years and in your presentation, 
you have been coming up with some extraordinarily high 
success rate on your drilling.  Can that be counted on in 
the future?  Plus, how many wells to be drilled in the next 
year or two. 
 
HR:  Realistically we could drill up to 1,000 Viking horizon-
tal wells without having too many dry holes. As I mentioned 
previously we have approx 1,300 risked locations located 
on our working interest lands.  
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Individual production will vary from well to well however, our play is extremely homogeneous and very low risk.   We 
feel we will enjoy greater than a 98% success rate for many years to come with our development drilling programs. We 
will be undertaking a 73 horizontal development well drilling program this year and in 2013 we will be planning ap-
proximately 80 horizontal development wells. Therefore based on 1,300 drilling locations you will see we have a 15 
year plus drilling inventory.    This is an enviable position to be in for a company our size.  
 
DP:  I guess when we add all this up; we have to get to some sort of production numbers down the road.  What are 
you forecasting for the next year and it is possible to look out even as much as two years? 
 
HR:  You will note David we issued our first quarter report this morning which shows we average approx 2,745 boe/d 
comprise of 80% oil and liquids.  We are guiding for an average of approximately 3,300 boe/d this year and an exit rate 
of approximately 4,500 boe/d. We have not issued guidance for 2013 however, I believe we will see average production 
rates near the 5,000 boe/d mark and an exit rate near the 6,000 boe/d mark.  In both of these instances our oil weight-
ing will be in excess of 85%. 
 
DP:  In your presentations you talk about some rather large potential reserves/resources down the road.  Just how big 
and how excited should we be about all these numbers? 
 
HR:  As I’ve previously mentioned we had undertaken an independent reserve report by Sproule and Associate which 
indicated that we have 644 million barrels of original-oil-in-place on our Novus controlled lands.  This is a very size-
able resource for a company our size. With Sproule indicating that we have potentially up to 42 million barrels of addi-
tional recoverable oil on our lands which can be converted into proved and probable reserves over the next several 
years, this translates into a potential value of over $800 million that we can create for our shareholders. Taking this 
dollar amount and dividing it into our fully diluted shares translates into approx $4 per share.  This $4 per share is 
incremental to our current net asset value of $1.64 per share today. 
 
DP:  I see you reported on your first quarter numbers today, what were some of the highlights? 
 
HR:  We had another very good quarter as you can see from our press release this morning. Our gross revenues in-
creased 109% to $18.5 million and our funds flow from operations increased 232% to $10.6 million. We made $2.8 mil-
lion for the quarter of net income and production increased 78% to 2,745 boe/d. 
 
Two large take-aways from our first quarter are how low our operating costs have continued to decrease over the past 
18 months. You can see our operating costs for the Viking production were top quartile at $7.85 / boe. One of the most 
compelling highlights of the quarter and of the previous quarter was our operating netbacks which are an industry 
leading $63/boe. 
 
DP:  We always love to ask this question...if you had to buy a stock (other than your own) what would it be?  
 
HR:  As I previously discussed with you, I like Pinecrest Energy because of their large resource in Northern Alberta with 
one caveat that I still think they need to bring their drilling and operating costs down in the play. Another company I 
quite like is Westfire Energy. I am a big fan of their Viking assets located in our play in Dodsland, Saskatchewan and of 
their Viking oil assets located in the Redwater area of Alberta.  
 
DP:  Thank you very much Mr. Ross! 

DEB’S DITTY: 
If it looks like an ass, 

Walks like an ass, 
Talks like an ass and 

Acts like an ass... 
Chances are, it’s probably my ex. 
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