
 

17 March 2016
The final report on Cap Energy’s 2014 3D survey across Block 5B in 

Guinea-Bissau has confirmed the presence of prospects analogous to 

Cairn Energy’s play-opening SNE-1 discovery. This has boosted P50 

recoverable resources in the block from 5.9bnbbl to 7.5 bnbbl. Progress is 

continuing in the region, with the successful testing of the SNE-3 well 

while Cairn has upgraded its SNE 2C resources to 385mmbbl. Meanwhile, 

in Q216 Cap is also due to gain access to fast-track 3D results from its 

Djiffere block in Senegal following a farm-out option with FAR. 

Year  
end 

Revenue 
(£m) 

EBITDA 
(£m) 

PBT* 
(£m) 

Gross debt 
(£m) 

Net cash/ 
(debt) (£m) 

Capex 
(£m) 

12/13 0.0 (0.6) (0.6) 0.0 0.9 (0.6) 

12/14 0.0 (1.1) (1.1) (1.1) (1.1) (2.0) 

12/15e 0.0 (1.2) (1.2) (4.4) (4.4) (3.0) 

12/16e 0.0 (1.4) (1.6) (6.0) (6.0) 0.0 

Note: *PBT is normalised, excluding amortisation of acquired intangibles, exceptional items 
and share-based payments. 

SNE lookalikes identified 

The 3D seismic has identified six prospects on the shelf in Block 5B, and two of 

these, Kambo and Kakoulina, are believed to be analogous to SNE-1. In particular, 

Kambo is considered to be the most promising and is assessed by Beagle 

Geoscience as containing 882mmbbl of P50 recoverable resources across three 

horizons, with the Top Albian reservoir (304mmboe gross) carrying a reasonable 

geological chance of success for an underexplored region of 24%. 

Senegal success continues 

Cairn’s three-well exploration and appraisal programme in SNE is ongoing, with the 

final well, BEL-1, targeting the Bellatrix prospect, currently drilling. The commercial 

flow rates from SNE-2 of 8,000bopd constrained have contributed to a 20% 

upgrade in 2C resources to 385mmbbl (FAR had previously estimated this at 

468mmboe), with the results from SNE-3 still to be incorporated. SNE-3 flowed at 

4,000bopd and 4,500bopd from two separate reservoir units. 

Valuation: Block 5B fiscal terms need to improve 

Block 5B remains at too early a stage to include any prospects in our official risked 

exploration NAV (RENAV). However, by assuming successive farm-outs (to be 

negotiated) to secure funding for both exploration/appraisal and development, we 

arrive at a tentative risked NAV for the Kambo prospect of $4m. This is significantly 

lower on a $/boe basis than can be achieved in Senegal, and as such we expect 

Cap and its neighbours in Guinea Bissau to seek more favourable fiscal terms to 

promote oil exploration. Including our risked valuation for Kambo in our overall 

valuation including Senegal we suggest a tentative NAV for Cap of $19m risked and 

$186m unrisked.  
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Block 5B 3D results: 7.5bnbbl recoverable 

Cap Energy holds a non-operated WI in two licences offshore Guinea-Bissau (Block 5B and Block 

1) and one licence, Djiffere, offshore Senegal. The region has been the focus of industry attention 

following Cairn Energy’s play-opening 2014 discoveries in Senegal, FAN-1 and SNE-1, and the 

ongoing successful appraisal of SNE, together with Kosmos Energy’s 17tcf of gas established in its 

Greater Tortue Complex straddling Mauritania and Senegal. 

To date, Cap has progressed furthest with its acreage in Block 5B. 2D seismic acquired in 2013 and 

2011 had highlighted strong analogies with the SNE-1 and FAN-1 discoveries, and in 2014 the 

company acquired 2,871km2 of 3D seismic across the licence, which has now been independently 

assessed by Beagle Geoscience. The results indicate that the block holds 7.5bnbbl of P50 

recoverable resources, with the most promising prospects located on the platform, including the 

882mmbbl Kambo. This is a considerable increase in resource potential from the previous 

estimates derived from the 2D seismic, estimated to be 5.9bnbbl. 

Exhibit 1: Regional map with Cap Energy licences 

 

Source: Beagle Geoscience 

Analogies with Cairn’s SNE 

Block 5B is located at the southern end of the Mauritania-Senegal-Gambia-Bissau-Conakry 

(MSGBC) basin and on the north-western flank of the Guinea Marginal Plateau, in water depths 

ranging from 240m to 4,000m. The block covers an area of 5,635km2 that is completely unexplored, 

though the setting is similar to that found in SNE-1 and FAN-1, some 370km to the north. The Cairn 

discoveries established the presence of an active petroleum system in the basin, with world class 

source rocks and a migration path from the basin up onto the shelf. In Block 5B, the Albian/Aptian 

sandstone reservoir sequences up to the Carbonate platform, including Kambo, are believed to be 

closely analogous to SNE-1. 
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Based on the results of the 2014 3D seismic data, Beagle estimates that Block 5B contains 

7.5bnbbl of P50 recoverable resources. This is a significant increase on the 5.9bnbbl previously 

assessed on the basis of the 2D seismic data. 

Exhibit 2: Block 5B play types Exhibit 3: FAN- and SNE-1 

  

Source: Beagle Geoscience Source: Beagle Geoscience 

Prospects de-risked 

The successful FAN-1 and SNE-1 wells have de-risked the platform margin play in the basin, 

having proved a working petroleum system with mature source rocks, good quality reservoirs and a 

viable migration path from the basin to the shelf. In Block 5B, while trap definition and reservoir 

presence and quality are assessed as being low risk, the key uncertainty is the presence of mature 

source rocks, principally due to the lack of well control in the area. Regional mapping has indicated 

the presence of a regional depocentre to the north of 5B in Block 4B. Thermal modelling of this 

area, based on four pseudo-well locations and wells PGO-4 and BAO-1 (Exhibit 4), shows that 

source rocks are likely to be marginally mature from the Lower Albian, with peak maturity from the 

Aptian. The proposed oil kitchen sits just outside the northern boundary of Block 5B (Exhibit 5). 

Exhibit 4: Wells used in thermal 
modelling 

Exhibit 5: Modelled location of oil kitchen 
 

  

Source: Beagle Geoscience Source: Beagle Geoscience 
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Platform prospects most promising 

Of the 7.5bnbbl identified in Block 5B, 4.6bnbbl are contained in six platform prospects, with the 

remaining 2.9bnbbl contained in five basin floor leads. Here we will provide more detail on the most 

prominent three platform prospects, which between them account for 77% of the recoverable 

resources identified on the platform. All the basin leads are currently considered to be uneconomic 

since they are all distant from the potential source, have unproven reservoir and sit in water depths 

greater than 3,200m. 

Kambo and Kakoulina 

Kambo is a platform margin trap at top Albian in 800-1,200m water, and is estimated to contain 

882mmbbl P50 recoverable resources across three reservoirs. The primary reservoir here is Top 

Albian, holding 304mmbbl and with a reasonable geological chance of success (GCoS) for a 

frontier basin of 24%. The prospect is considered analogous to SNE-1 and is favourably located for 

direct migration along the platform, a migration path also proven in SNE-1.  

Kakoulina is considered to be analogous to Kambo, though it is located further away from the 

source at the southern boundary of Block 5B (Exhibit 6) and so carries a higher migration risk. The 

prospect is estimated to contain 587mmbbl recoverable resources across five intervals with the Top 

Albian carrying the highest GCoS at 13%. 

Exhibit 6: Block 5B prospect locations 

 

Source: Beagle Geoscience 

Taban 

Taban consists of six stacked reservoirs in the Aptian and Barremian and is located closer to the 

potential kitchen than Kambo, so carries a low migration risk. These reservoirs carry a higher risk 

than the Albian however, with the Aptian tending to exhibit lower net to gross. The Top Aptian in 

Taban is estimated to contain P50 recoverable resources of 547mmbbl with a CoS of 20%, while all 

six reservoirs are assessed as holding 2.075bnbbl with CoS ranging between 19% and 11%. 
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Senegal: Successful E&A campaign moves to Bellatrix 

Cairn’s three-well exploration and appraisal programme is continuing to assess the SNE discovery. 

The company has upgraded its 2C estimate by 20% to 385mmbbl after incorporating the results of 

the first well in the programme, SNE-2, while partner FAR Energy has independently assessed 2C 

resources at 468mmbbl. The second well, SNE-3, was designed to test the southern extent of the 

field and delivered main flow rates of 4,000bopd and 4,500bopd from two separate upper reservoir 

intervals. The third well, BEL-1, is currently drilling and will evaluate the northern flank of the field 

together with the previously untested Cenomanian ‘Buried Hill’ play. 

Valuation: Guinea Bissau fiscal terms need to improve 

With no available funding for a well we cannot yet consider a risked exploration NAV (RENAV) for 

any of the block 5B prospects. However, we have run a base case development for the Kambo 

prospect focused on the primary Top Albian reservoir (first oil 2024) based on our standard price 

deck and predicted service cost deflation that is now coming through the industry.  

With a 12.5% WACC, this suggests an NPV of $0.7/boe and a potential risked valuation (assuming 

a 25% commercial chance of success to account for both exploration drilling farm-outs and 

development farm-outs) of $4m for the Kambo target. Building this into our previous work we arrive 

at a valuation for Cap including Kambo and Djiffere in Senegal of $19m (Exhibit 7). 

While the volumes are significant in Guinea Bissau, we believe Cap and other operators in the 

country will have to negotiate more favourable PSC terms to encourage drilling activity. This can be 

seen most clearly by contrasting the value of Cap’s relatively modest post-farm-out net interest in 

Djiffere (assuming FAR exercises its farm-in option) with that of the larger net volumes in Kambo. 

Despite having only 16mmboe of expected net volumes in Djiffere vs 82mmboe at Kambo (primary 

reservoir only), with Senegal commanding netbacks more than 10x that of Djiffere, it is clear that 

Senegal remains the main value driver in the short term for Cap. 

We expect Cap to reach first oil at Djiffere well before Block 5B (2021 vs 2024), but Guinea Bissau 

terms still need to improve to make long-term development potential attractive to incoming players. 

Exhibit 7: Cap Energy tentative NAV valuation table 

        Recoverable reserves   Net 
risked  

Net 
unrisked  

Asset Country Diluted WI CoS Gross Net NPV/boe value value 

    % % mmboe mmboe $/boe $m $m 

Net (debt)/cash  100% 100%    0 0 

SG&A – 2 years  100% 100%    (4) (4) 

Core NAV             (4) (4) 

Exploration         

Djiffere (post FAR farm-out)* Senegal 7% 15% 220 16 8.0 19 130 

Kambo** Guinea-Bissau 27% 6% 304 82 0.7 4 60 

Exploration NAV             23 189 

Tentative (unfunded) NAV             19 186 

Source: Edison Investment Research. Note: *We assume the geological chance of success (GCoS) for Djiffere 
will increase from the current 25% to c 30% for FAR to exercise its farm-in option; including our standard 50% 
commercial chance of success (CCos), this results in an overall chance of success (CoS) of 15%. **We value 
only the Top Albian primary reservoir in our valuation of Kambo, including a CCoS of 25% to cover exploration 
and development costs. 
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Exhibit 8: Financial summary 

    £000s 2013 2014 2015e 2016e 
Year end 31 December     IFRS IFRS IFRS IFRS 
PROFIT & LOSS        
Revenue     0 0 0 0 
Cost of Sales   0 0 0 0 
Gross Profit   0 0 0 0 
EBITDA     (625) (1,050) (1,242) (1,369) 
Operating Profit (before amort. and except.)     (625) (1,050) (1,242) (1,369) 
Intangible Amortisation   0 0 0 0 
Exceptionals   0 0 0 0 
Other   0 0 0 0 
Operating Profit   (625) (1,050) (1,242) (1,369) 
Net Interest   1 (34) 0 (204) 
Profit Before Tax (norm)     (624) (1,084) (1,242) (1,573) 
Profit Before Tax (FRS 3)     (624) (1,084) (1,242) (1,573) 
Tax   0 0 0 0 
Profit After Tax (norm)   (624) (1,084) (1,242) (1,573) 
Profit After Tax (FRS 3)   (624) (1,084) (1,242) (1,573) 
       Average Number of Shares Outstanding (m)   11.4 29.0 29.8 30.0 
EPS - normalised (p)     (5.5) (3.7) (4.2) (5.3) 
EPS - normalised fully diluted (p)     (5.5) (3.7) (4.2) (5.3) 
EPS - (IFRS) (p)     (5.5) (3.7) (4.2) (5.3) 
Dividend per share (p)   0.0 0.0 0.0 0.0 
       Gross Margin (%)   N/A N/A N/A N/A 
EBITDA Margin (%)   N/A N/A N/A N/A 
Operating Margin (before GW and except.) (%)   N/A N/A N/A N/A 
       BALANCE SHEET       
Fixed Assets     2,527 6,373 9,373 9,373 
Intangible Assets   2,508 4,456 6,256 6,256 
Tangible Assets   19 9 1,209 1,209 
Investments   0 1,908 1,908 1,908 
Current Assets     913 101 109 98 
Stocks   0 0 0 0 
Debtors   32 98 98 98 
Cash   881 3 11 0 
Other   0 0 0 0 
Current Liabilities     (193) (2,893) (6,211) (1,811) 
Creditors   (25) (1,554) (1,554) (1,554) 
Shareholder loans   0 (1,082) (4,400) 0 
Other current liabilities   (168) (257) (257) (257) 
Long Term Liabilities     0 0 (0) (5,963) 
Long term borrowings   0 0 0 (5,963) 
Other long term liabilities   0 0 0 0 
Net Assets     3,247 3,581 3,270 1,697 
       CASH FLOW       
Operating Cash Flow     (974) 1,611 (1,242) (1,369) 
Net Interest    1 (34) 0 (204) 
Tax   0 0 0 0 
Capex   (585) (1,953) (3,000) 0 
Acquisitions/disposals   0 0 0 0 
Financing   3,568 1,432 931 0 
Dividends   0 0 0 0 
Other   (1,130) (1,921) 0 0 
Net Cash Flow   880 (865) (3,311) (1,573) 
Opening net debt/(cash)     (0) (881) 1,079 4,390 
HP finance leases initiated   0 0 0 0 
Other   1 (1,082) 0 0 
Closing net debt/(cash)     (881) 1,079 4,390 5,963 

Source: Capstone Energy accounts, Edison Investment Research 
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Conduct Authority. Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ is registered on the New Zealand Financial Service 
Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison US) is the US subsidiary of Edison and is regulated 
by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not regulated by the Australian Securities and Investment 
Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 

DISCLAIMER 
Copyright 2016 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Cap Energy and prepared and issued by Edison for publication globally. All information used in the 
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report 
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This 
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States 
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition 
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about 
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be 
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or 
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and 
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not 
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, 
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or 
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class 
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To 
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any 
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2016. “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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