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VSA CAPITAL MARKET MOVERS - Columbus
Energy Resources

Columbus Energy Resources: SWP Maiden Voyage For the full report. please click here. Keep reading VSA research
for free - Click here for our position on MIFID2

Columbus Energy Resources (LON:CERP) has announced its intention to drill a low cost well in early Q3 2019 with a
second well likely to follow soon after. Each likely to take two to three weeks to complete and are located within CERP's
wholly owned licenses on the highly prospective South West Peninsula (SWP). We highlight the high chances of
success for these exploration wells of 45% and 65%. One initial target indicates a mean prospective resources of
66mmbbls and our analysis suggest a NAV of US$81m with the potential to deliver near term and transformational
growth which could be largely funded internally based on management guidance.
Private Petroleum License
YTD oil prices have traded broadly within a narrow range of US$50-60/bbl bar a brief break out in April. This price range
is uniquely challenging due to Trinidad's Supplemental Petroleum Tax (SPT) which has hampered CERP's workover
programme on its established production base. As a consequence, we have reduced our near-term assumptions to a
more modest growth trajectory and assume 650bopd for 2019F (plus 20% YoY). However, the terms of exploring the
SWP are far more attractive and a renegotiated private petroleum license held over the Bonasse field includes very
attractive commercial terms for the initial 10mmbbls recoverable resource meaning the economics of producing from
the SWP are significantly more attractive than at CERP's IPSCs.
CO2 Injection Progressing
CERP's partner on the Inniss Trinity field Predator Oil and Gas (LON:PRD) announced that a Certificate of
Environmental Clearance (CEC) has been received by CERP (the Operator) paving the way for final permitting and field
preparations for CO2 enhanced oil recovery testing in Q3 2019. PRD has announced that the recoverable Contingent
Resource is estimated at between 5.3mmbbls to 8.9mmbbls (6.8mmbbls best estimate) and PRD has the right to
purchase the CERP subsidiary which owns the field for US$4.2m up until 31 December 2019.
Recommendation and Target Price
In addition to strengthening the underlying production base towards a sustainable operating position it has taken two
years of preparation to get to this point to ensure that CERP shareholders are positioned to receive maximum benefit
from exploration success on the SWP. Now with three major and near-term drivers for value creation; SWP drilling,
CO2 injection and a new country entry with a discovered onshore development opportunity we believe that CERP is
well positioned for a significant rerating through H2 2019.
We reiterate our Buy recommendation and adjust our target price to 21.6p.
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No investment advice
Proactive Investors is a publisher and is not registered with or authorised by the Financial Conduct Authority (FCA). You understand and agree that no content
published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment strategy is suitable or advisable for any
specific person. You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential,
advisability, value or suitability of any particular security, portfolio of securities, transaction, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including company related products,
and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that contributors
may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases where the position
is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and agree that at the
time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price and other data is
supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such calculations are
guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior columns and opinions we have published. These references may be selective,
may reference only a portion of an column or recommendation, and are likely not to be current. As markets change continuously, previously published
information
and
data
may
not
be
current
and
should
not
be
relied
upon.
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