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Solving Water Loading Issues Key To Establishing a
Cash Flow Base
Maintain Target Price - Upgrade to HOLD

On November 29th, 2023, TCF announced its Q3/23 financial and operational results.
Near-term activities are focused on increasing field production and cash flow through
the optimization of recently drilled wells in the SASB field. We are maintaining our $0.35
target price equivalent to a 2.75x multiple of our 2024 debt-adjusted cash flow forecast.
Given the recent stock price pullback, we are upgrading our recommendation to HOLD.

Q3 Highlights: Net natural gas production in Q3/23 averaged 2.57 MMcf/d, which was
below our forecast of 3.5 MMcf/d. When incorporating oil production from the Cendere
oil field at 86 bbl/d, the total net production in Q3/23 averaged 514 boe/d. Over the nine
months ending September 30, 2023, production averaged 594 boe/d, resulting in funds
flow from operations of negative US$2.4mm. As of September 30, 2023, TCF had negative
working capital of US$11.4 mm. Including long term debt (convertible), TCF exited the
quarter with net debt of ~US$21 mm. On November 28, 2023, TCF closed a C$10.8mm
equity financing. The primary use of proceeds is to paydown current liabilities and to fund
the SASB well optimization program.

SASB Update: On October 20, 2023, TCF announced that a perforating program increased
production from the SASB field to 14.4 MMcf/d or 7.1 MMcf/d net to the Company’s
49% interest. Current field production was not disclosed in the Q3/23 results. TCF’s
near term focus is optimizing production and reducing well downtime from the five
recently drilled long reach horizontal wells, and one re-completed well. This includes
additional well perforations and the installation of pumps. If successful, TCF plans to
resume development of the SASB field during the last half of 2024.

High Impact Oil Exploration Blocks: TCF recently announced a farm-in agreement to
earn a 50% interest in three exploration blocks located in Southeastern Turkiye. The
Company is currently negotiating a joint operating agreement in respect to the blocks.
Near-term work commitments include a 351 km 2D seismic program, projected to incur
costs ranging from US$4 to US$6mm, along with the potential drilling of up to three wells,
each estimated to cost approximately US$2.5mm to US$3mm. Additional funding will be
required to complete this program.

Maintaining 2024 Forecast: We are extending TCF the benefit of the doubt, assuming
the Company will successfully complete some well optimization activities in Q1/24.
Consequently, we are retaining our 2024 production and cash flow projections for the
time being. Considering the Company's history of negative funds flow in 2023, its current
limited financial flexibility, and the inherent unpredictability and high costs associated
with offshore operations, our funds flow forecast of US$13.5mm may be on the optimistic
side. Addressing the reservoir water loading issue and executing the capital program
successfully are critical factors for realizing our forecasts.

IMPACT: Neutral

TCF executed a large capital program in 2023 and achieved significant drilling success, but
without the expected immediate boost to production. With TCF currently facing capital
constraints, it is imperative for the Company to swiftly and successfully execute its well
optimization program in order to establish a sustainable production and cash flow base.

RATING & TARGET PRICE
Rating HOLD
Price C$0.28
Price Target C$0.35
Market Cap ($M) C$32.80
Projected Return 22.8%

MARKET DATA
TCF-CSE C$0.28

52 Week Range C$2.55 - C$0.22

Basic Shares O/S (mm) 115.3

Fully Diluted O/S (mm) 146.9

Enterprise Value ($M) C$50

Net Debt ($M) C$17.0

ESTIMATES
    2022E 2023E 2024E

Production Q1 128  550  752 

Q2 118  730  1,002 

Q3 115  514  1,168 

Q4 275  836  1,252 

  FY 159  658  1,044 

FFO ($MM) Q1 (0.9)  2.1  2.3 

Q2 (0.2)  (3.5)  2.5 

Q3 (0.4)  (1.0)  3.5 

Q4 1.7  0.4  5.2 

  FY 0.2  (2.0)  13.5 

FFPS Q1 $(0.02)  $0.03  $0.02 

Q2 $(0.00)  $(0.05)  $0.02 

Q3 $(0.01)  $(0.01)  $0.03 

Q4 $0.02  $0.00  $0.05 

  FY $0.00  $(0.02)  $0.12 
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Figure 1: Detailed Summary and Forecast 

 

Source: Company Reports, Research Capital Corp.  

 

Trillion Energy International Inc. TCF

Share Data Market Value Stock Price Target Price 

Class B Shares (mm): 115.3 Market Cap. ($ mm): 32.8$   Close: $0.29 Target: $0.35

Diluted Shares (mm): 115.3 Enterprise Value ($ mm): 49.9$   High: $2.55 Proj. Return: 22.8%

Fully Diluted (mm): 146.9 Net Debt (W.C.)  ($ mm): 17.0$   Low : $0.22 EV/DACF 2.75x

Production 2021A 2022A Q1/23A Q2/23A Q3/23A Q4/23E 2023E Q1/24E Q2/24E Q3/24E Q4/24E 2024E

Oil bbl/d 124      102         81         86        86        86        85        85         85         85         85         85         

NGL's bbl/d -       -          -       -       -       -       -       -        -        -        -        -        

Natural Gas mmcf/d 0.3 0.3 2.8 3.9 2.6 4.5 3.4 4.0 5.5 6.5 7.0 5.8

Boe/d   6:1 177      159         550       730      514      836      658      752       1,002    1,168    1,252    1,044    

Funds Flow & Earnings (US$) 2021A 2022A Q1/23E Q2/23E Q3/23E Q4/23E 2023E Q1/24E Q2/24E Q3/24E Q4/24E 2024E

Funds Flow US$ mm (1.4)      0.2          2.1        (3.5)      (1.0)      0.4       (2.0)      2.3        2.5        3.5        5.2        13.5      

Funds Flow /FD Share US$/share ($0.04) $0.00 $0.03 ($0.05) ($0.01) $0.00 ($0.02) $0.02 $0.02 $0.03 $0.05 $0.12

Funds Flow /FD Share C$/share ($0.05) $0.00 $0.04 ($0.06) ($0.02) $0.01 ($0.03) $0.03 $0.03 $0.04 $0.06 $0.16

$/Barrel of Oil Equivalent (C$) 2021A 2022A Q1/23E Q2/23E Q3/23E Q4/23E 2023E Q1/24E Q2/24E Q3/24E Q4/24E 2024E

Revenue $/boe 57.44   161.30    137.89  55.97   117.27 73.72   90.61   92.49    76.90    77.05    89.70    83.59    

Operating & Transport Costs $/boe 40.62   61.39      14.92    17.72   31.21   18.84   20.16   18.63    17.85    15.30    14.82    16.36    

Operating Netback $/boe 16.82   99.92      107.44  27.31   75.05   43.82   57.94   62.31    49.44    52.12    63.67    56.78    

G&A $/boe/d 34.89   110.07    33.51    27.69   41.34   25.43   30.85   27.05    20.30    18.61    17.37    20.15    

Funds Flow  Netback $/boe (21.31)  2.77        41.79    (52.48)  (20.52)  5.64     (8.15)    33.35    27.71    32.30    45.17    35.27    

Valuation Metrics (C$) 2021A 2022A Q1/23E Q2/23E Q3/23E Q4/23E 2023E Q1/24E Q2/24E Q3/24E Q4/24E 2024E

FD Funds Flow  Multiple na 86.6x 2.0x na na 10.9x na 2.6x 2.4x 1.7x 1.2x 1.8x

EV/DACF Multiple na na 3.5x na na 9.7x na 4.4x 4.0x 3.1x 2.2x 2.4x

EV/Production C$/mboe/d 282.5   313.2      90.7      68.3     96.9     59.6     75.8     66.3      49.8      42.7      39.8      47.8      

Commodity Price 2021A 2022A Q1/23E Q2/23E Q3/23E Q4/23E 2023E Q1/24E Q2/24E Q3/24E Q4/24E 2024E

Corporate Natural Gas US$/mcf 5.19     22.18      22.26    13.11   16.57   12.30   16.06   16.00    13.00    13.00    15.25    14.31    

Exchange Rate C$ per US$ 1.25     1.30        1.35      1.36     1.36     1.36     1.35     1.36      1.36      1.36      1.36      1.36      

Capex and Capital Structure 2021A 2022A Q1/23E Q2/23E Q3/23E Q4/23E 2023E Q1/24E Q2/24E Q3/24E Q4/24E 2024E

Capex US$ mm 0.2       37.4        5.5        12.2     3.4       0.8       21.8     3.0        2.0        3.0        5.0        13.0      

Capex/Cash Flow % -18% 23218% 265% -351% -348% 173% -1116% 132% 79% 86% 96% 96%

Weighted Average Basic mm 31.6     62.0        76.9      74.3     77.8     90.3     79.8     115.0    115.0    115.0    115.0    115.0    

Market Cap C$ mm 10.6     20.1        21.9      21.2     22.2     32.8     24.5     32.8      32.8      32.8      32.8      32.8      

Enterprise Value C$ mm 10.2     26.7        32.0      38.2     51.6     52.5     44.3     53.5      52.8      52.2      51.9      51.9      

Net Debt (WC) C$ mm (0.3)      6.6          10.1      17.0     29.4     19.8     19.8     20.7      20.0      19.4      19.1      19.1      

Net Debt/Cash Flow C$ mm na na 0.9x na -5.6x 8.4x na 1.7x 1.5x 1.0x 0.7x 1.0x

Net Asset Value

C$mm C$/share (mboe)

Proven 167.2            $1.45 Proven 26% 2,149

Probable 415.9            $3.61 Probable 74% 6,241

Reserves (P + P) 583.1            $5.06 P+P 8,390

Net Debt (17.0)             ($0.15)

Undeveloped Land -                $0.00

Net Asset Value (Basic) 566.1            $4.91 Production

Dilution -                $0.00 2023 2024

NAV/FD Share 566.1            $4.91 Proven 8.9 5.6

Price to core NAV 0.06x P+P 22.0 22.0

Reserve Life Index

Reserve Estimate (December 31, 2022)
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 Company Description:
Trillion Energy International Inc. holds a 49% interest in the SASB natural gas field in Türkiye, one of the Black Sea’s first and largest-
scale natural gas development projects. The company also holds a 19.6% (except three wells with 9.8%) interest in the Cendere oil field
in Türkiye.

Risks:
While this is not an exhaustive list, we view the following risks as being noteworthy to investors in Trillion Energy International Inc.

COMMODITY PRICE RISK| Our 2024 realized natural gas price forecast is substantially higher than the 10-year range of approximately
US$ 7 – US$12/mcf. If the domestic natural gas price reverts back to the normal range, our funds flow forecast would likely be overstated.

PRODUCTION CONCENTRATION RISK| In the near term, nearly all of Trillions’ production will be derived from the SASB natural
gas project. With significant pressure differentials between the new wells in the field and other issues related to the long reach deviated
wells, the Company has experienced some technical difficulties in optimizing well production flow rates. Trillion has engaged a service
provider to help resolve the production bottlenecks. Failure to find a solution to the production issues would impact the Company’s
ability to achieve our targets and potentially impact valuation.

FINANCIAL RISK| Trillion currently has limited production and cash flow and must rely on working capital to fund its capital intense,
offshore drilling operations. If Trillion is unable to increase production as expected, the Company may need to source additional capital
which may not be available when needed.

POLITICAL RISK| Trillion is an international oil and natural gas company with primary activities in Türkiye and as a result is subject
to political risks. The government extensively regulates the energy industry, with influence over exploration and production activities,
prices, taxes, and royalties. New regulations or modifications to existing regulations could adversely impact the company’s profitability.

EXCHANGE RATE RISK| Over the past several years, the Turkish lira has steadily depreciated against the U.S. dollar. Trillion receives
its revenue in Turkish lira and faces foreign exchange risk from converting from the Turkish lira to the US and Canadian dollars. The
Turkish lira is difficult to hedge, given its low liquidity and expensive spreads.

EXPLORATION RISK| The company’s current and future proved reserves will decline as reserves are produced. Future revenue will
depend on Trillion’s ability to replace reserves through acquisition or exploration and development of new reserves. Exploration and
development drilling is capital intensive and is subject to numerous estimates and interpretations of geological and geophysical data. A
portion of Trillion’s capital expenditures in 2023 and 2024 is expected to be directed to appraisal and exploration activities.
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 The opinions, estimates and projections contained in all Research Reports published by Research Capital Corporation ("RCC") are those of
RCC as of the date of publication and are subject to change without notice. RCC makes every effort to ensure that the contents have been
compiled or derived from sources believed to be reliable and that contain information and opinions that are accurate and complete; RCC
makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions which
may be contained therein and accepts no liability whatsoever for any loss arising from any use of or reliance on its Research Reports or its
contents. Information may be available to RCC that is not contained therein. Research Reports disseminated by RCC are not a solicitation
to buy or sell. All securities not available in all jurisdictions.

Distribution Policy
Through www.researchcapital.com, our institutional and corporate clients can access our research as soon as it becomes available, 24-7.
New reports are continually uploaded to the site as they become available throughout the day. Clients may also receive our research
via Reuters, Bloomberg, FactSet, and Capital IQ. All of our research is made widely available at the same time to all Research Capital
client groups entitled to our research. In addition, research reports are sent directly to our clients based on their delivery preference (mail,
fax, e-mail).

Fair Dissemination of Research Reports and Ratings
To the extent reasonably practicable, Research Reports will be disseminated contemporaneously to all of Research Capital Corporation
("RCC") customers who are entitled to receive the firm's research. Until such time, Research Analysts will not discuss the contents of their
reports with Sales and Trading or Investment Banking employees. RCC equity research is posted to our proprietary website to ensure
eligible clients receive coverage initiations and changes in rating, targets and opinions in a timely manner. Additional distribution may
be done by the sales personnel via email, fax or regular mail. Please contact your investment advisor for more information regarding
RCC research.

Percentage Distribution of Research Ratings
As required by the Investment Industry Regulatory Organization of Canada, Research Capital provides a summary of the percentage of
its recommendations that fall into each category of our ratings. Please click this link Our Research - Research Capital Corporation to see
our distribution of ratings.

Potential Conflicts of Interest
All Research Capital Corporation ("RCC") Analysts are compensated based in part on the overall revenues of RCC, a portion of which
are generated by investment banking activities. RCC may have had, or seek to have, an investment banking relationship with companies
mentioned in this report. RCC and/or its officers, directors and employees may from time to time acquire, hold or sell securities mentioned
in our Research Reports as principal or agent. RCC makes every effort possible to avoid conflicts of interest, however readers should
assume that a conflict might exist, and therefore not rely solely on this report when evaluating whether or not to buy or sell the securities
of subject companies.

RC USA INC.
Information about Research Capital Corporation’s Rating System, the distribution of our research to clients and the percentage of
recommendations which are in each of our rating categories is available on our website at www.researchcapital.com.

The information contained in this report has been drawn from sources believed to be reliable but its accuracy or completeness is not
guaranteed, nor in providing it does Research Capital Corporation assume any responsibility or liability. Research Capital Corporation,
its directors, officers and other employees may, from time to time, have positions in the securities mentioned herein. Contents of this
report cannot be reproduced in whole or in part without the express permission of Research Capital Corporation. US Institutional Clients
– Research Capital USA Inc., a wholly owned subsidiary of Research Capital Corporation, accepts responsibility for the contents of this
report subject to the terms and limitations set out above. US firms or institutions receiving this report should effect transactions in securities
discussed in the report through Research Capital USA Inc., a Broker – Dealer registered with the Financial Industry Regulatory Authority
(FINRA).
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