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Escaping to Madagascar
Pura Vida Energy (ASX:PVD) has announced that it has received all
outstanding Government approvals for the farmout of the Mazagan
permit to Freeport-McMoRan Oil & Gas (FM O&G). FM O&G is also in
the process of securing a rig to drill the large Toubkal prospect. The
farm-out process for the company’s prospective acreage in Gabon is
also on-going. In addition to this positive news, PVD has secured a
50% interest in a Madagascar block which is prospective for oil and is
located above an ExxonMobil field due to be drilled in CY15. We retain
a speculative buy recommendation as increased regional activity will
likely stimulate greater investor awareness.
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Morocco deal completed
PVD has been successful in receiving
Government
approval
for
the
farm-out of a 52% interest to FM
O&G. This results in PVD receiving
US$15m from FM O&G and boosts
PVD’s cash balance to A$22m.
Drilling has commenced offshore
Morocco by Cairn energy, testing a
different play type, which may
increase market interest in the area.

Madagascar adventure
beginning
PVD has secured 50% of the
Ambilobe PSC offshore Madagascar
via a farm-in with UK listed Sterling
Energy. The company sees the
Ambilobe block as having a variety of
plays relating to salt with potential for
large
scale
oil
discoveries.
ExxonMobil is planning to drill a well
in the adjacent block in 2015.

Furthermore, we anticipate that a
bidding round for new block releases
will increase interest in the region.

Retain Outperform rating
We view the acquisition of Ambilobe
as a positive as it further diversifies
PVD’s projects across a number of
basins at little cost. Asset value will
likely be released as the prospects are
defined, de-risked and farmed out.
Most of our current valuation relates
to the Mazagan permit in Morocco.
The market may attribute further
value to Mazagan as further farm outs
in the region occur. Our total risked
valuation has increased to A$3.22 per
share. We expect the stock to re-rate
towards this level as market interest
in the upcoming Gabon farm-out
intensifies and the company sets a
spud date for the Morocco drilling
campaign. We retain our Outperform
recommendation on the stock.

Figure 1: Plenty of action in Morocco over the coming 12 months (excluding PVD)
Companies involved in drilling

CY2013

CY2014

Kosmos/Pathfinder

1 well

Genel

1 well

Kosmos

1 well

Genel /San Leon/Longreach
Capricorn/ San Leon /Longreach
Capricorn/Genel/Nautical
Galp/Tangiers

1 well
1 well
1 well
1 well
SOURCES: MORGANS, COMPANY REPORTS
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1. MOROCCO
1.1 Government sign-off received for FM O&G farm-in
PVD has been successful in receiving Government approval for the farm-out of
a 52% interest to Freeport-McMoRan Oil & Gas (FM O&G). This results in
PVD receiving US$15m from FM O&G and boosts PVD’s cash balance to
A$22m. FM O&G is also looking to secure a rig slot for the drilling of the very
large Toubkal prospect in CY14.

1.1 Plenty of drilling in the region coming up
There is a significant amount of upcoming drilling in Morocco. Cairn Energy
has recently spudded its first wildcat exploration well offshore. Drilling is
expected to take 60 days and the market will be keenly watching. Other
upcoming wells are outlined in Figure 1. Additionally, BP Plc farmed into
some Kosmos Energy acreage which reinforces the prospectively of the region.

1. GABON
1.1 Waiting for the farm-out
Gabon's recent offshore licensing round had significant interest from major
companies including Ophir Energy, ExxonMobil, Marathon, Eni and Repsol.
Shell, Total, Canadian Natural Resources, and Glencore participated in the
round but were not awarded blocks. With PVD progressing its farm out of its
offshore Gabon permit there should certainly be interest from these majors and
others, especially with the commitment from the government to increase
production to 500,000bopd once the blocks are operational, from
230,000bopd for 2014 (Source Reuters). Furthermore the recent gas and
condensate discovery by Total, which was the first pre-salt play tested offshore
Gabon, should keep investors focussed on the region. PVD believes the play
extends into its Nkembe block.

3. MADAGASCAR
1.1 PVD secures interest in offshore block
PVD has secured a 50% of the Ambilobe PSC offshore Madagascar via a farm-in
with UK listed Sterling Energy. Under the agreement, PVD acquires a 50%
interest in the Ambilobe PSC. Sterling will retain a 50% interest and
Operatorship. The farm-in agreement is conditional upon approval by the
Government of Madagascar.
Figure 2: Location of Ambilobe PSC offshore Madagascar
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SOURCES: COMPANY REPORTS

1.1 Madagascar Farm-in agreement
Under the farm-in agreement, PVD will reimburse US$1.25 million in back
costs to Sterling and fund the acquisition and processing of 1,000 km of 2D and
1,250 km2 of 3D seismic data targeting substantial anticlinal and salt related
prospects up to a maximum cost of US$15 million. An opportunity is available
to acquire the 2D data in the first half of CY2014 and discussions are underway
regarding the use of a vessel with costs anticipated to be in the order of US$2
million. The 3D acquisition will be undertaken separately following a
competitive tender and timing will be determined by vessel availability
(indicatively second half of CY2014).

1.2

Prospectivity of the region

PVD sees the Ambilobe block as having a variety of plays relating to salt with
potential for large scale oil discoveries. Exploration onshore in Madagascar has
already resulted in the discovery of numerous heavy oil fields proving the
existence of an abundant oil source. PVD believes that the large onshore
discovered oil play extends into the Ambilobe block due to the oil seeps onshore
on the eastern block boundary. Due to the depth of the reservoirs in the
offshore area, it is PVD’s view that any oil found in the area of the Ambilobe
permit will be a light grade oil different to that found onshore.
ExxonMobil is Operator of the Ampasindava block located immediately to the
South of Ambilobe where ExxonMobil is planning a deep exploration well
(~US$200m) in 2015. We also understand there is an upcoming offshore
bidding round for new block releases and we would anticipate there would be
significant interest from oil and gas majors looking to enter the region.
Figure 3: Significant discoveries in the region

SOURCES: COMPANY REPORTS

1.3 What we think
We view the acquisition of this acreage as a positive for PVD as it will further
diversify the company’s projects across a number of basins while not costing
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the company a significant amount. We believe this diversification will enable
the value to be supported as the prospects are worked up following seismic, and
through farm out, even in the event of an unsuccessful first well. The bulk of the
current valuation is on the Mazagan permit in Morocco, as further farm outs
occur, additional value may be placed on the other blocks as well as further
wells entering the queue for PVD, which should maintain interest.
Following the completion of the farm-out of Morocco, and given progress is
being made with regards to the Gabon Nkembe farm-out, we don’t expect PVD
to contribute significant capital in these permit areas. The company is free
carried in Morocco and we would expect a similar deal is likely for its acreage in
Gabon. Following the now fully funded seismic acquisition and interpretation
in Madagascar, we would expect the farm out process to take a similar path to
Morocco.

2. VALUATION, CATALYSTS AND RISKS
2.1 Risked valuation of A$3.22/share
We use a sum of the parts to value PVD, utilising the independent reviewers
value estimates for two prospects in the Mazagan permit (Figure 7) to which we
then apply a further risking to take into account market uncertainty.
 Our valuation for Gabon will be positively impacted upon a successful
farm-out.
 Given the early nature of the Madagascar farm-in, we value the
project at what PVD is paying for it (US$1.25m in back costs and
US$15m for seismic).
 Following the completion of the farm-out on the Morocco acreage we
have reduced the discount applied to the Toubkal prospect. We are
now risking the project at 90% (down from 95% risked
Our total risked valuation has increased to A$3.22 per share. We expect the
stock to re-rate towards this level as market interest regarding the upcoming
Gabon farm-out intensifies and the company sets a spud date for the Morocco
drilling campaign. We retain our speculative Outperform recommendation on
the stock.
Figure 4: Risked SOTP Valuation
Morroco NAV
Gabon NAV
Net debt (Cash)
Corporate costs

A$m
414.6
24.0
8.4
-12.6

Total

451.5

A$/share
2.96
0.17
0.06
-0.09
3.22
SOURCES: MORGANS

Figure 5: PVD valuation

SOURCES: MORGANS
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2.2 Catalysts –on the horizon
As PVD is not expected to be drilling a well until 2Q CY14 at the earliest, we
believe market focus over the coming year to be on the farm-out at Gabon,
further technical work on leads and prospects potential, and additional acreage
acquisitions as key positive catalysts for the stock.
Figure 6: Milestone Table
Near-Term Catalysts and Milestones
Completion of Mazagan farmout and receipt of US$15m
Announcement of timing and targets of high impact Mazagan drilling program
Drilling results on neighbouring blocks offshore Morocco
Drilling results on neighbouring blocks offshore Gabon
Farmout of Nkembe block to secure funding for drilling program
Drilling in Mazagan

Expected
Achieved
end CY13
Nov/Dec 13
2HCY13
2HCY13
CY14

Impact
+++
++
+
+
++
++++

SOURCES: MORGANS, COMPANY REPORTS

2.3 Risks
Key risks include the ability for PVD to raise capital to meet future
commitments, country risk, exploration risk, geologic risk, oil price and
AUD/USD fluctuations.
We rate investment in PVD as speculative and high risk. Monitoring of
upcoming milestones will be necessary. Though there is significant upside in
the success case, if the first well is unsuccessful, we would expect the share
price to significantly de-rate based on past performance of other explorers. The
continued diversification of the company should provide some support to the
share price and as the value of the additional blocks is proved up, especially as
new prospects are worked up toward being drill ready and farm outs are
completed.
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Figure 7: NAV of PVD’s prospects
WI
23%
23%
23%
23%
23%
23%

Low er Cretaceous Toethrust Trend
Jbel Musa
Jbel Lakhdar
Jbel Ayachi

23%
23%
23%

64.6
48.0
46.6

19.20%
19.20%
19.20%

$10.00
$10.00
$10.00

$646
$480
$466

$4.61
$3.42
$3.33

23%
23%
23%
23%

202.2
190.8
109.2
96.0
1,614.0

19.20%
19.20%
19.20%
19.20%

$10.00
$10.00
$10.00
$10.00

$2,022
$1,908
$1,092
$960
$16,140

$14.44
$13.62
$7.80
$6.85
$115.26

Low er Cretaceous Inversion Anticline Trend
Jbel Tadrart
Jbel Azayza
Jbel Talmest
Jbel Aroudane
Sub total
Nkem be Block, Gabon
Loba Oil Field
Loba M 1
Loba Deep

WI
80%
80%

Other play types
MVIM West
POM Deep
Lepidote Deep

80%
80%
80%

PVD Interest
Mean Resource
346.7
240.8
135.8
100.0
18.3
15.0

I.E CoS*

Mazagan Perm it, Morocco
Miocene Prospects
Toubkal
Tafraoute
Amtoudi East
Amtoudi West
Amchad
Zagora

PVD Interest
Mean Resource
16.0
19.2

511.2
180.0
104.8

31.20%
32.20%
32.20%
32.20%
33.60%
33.60%

I.E CoS*
N/A
N/A

Valuation
NPV / bbl Unrisked (m ) Unrisked /share Risking#
$10.00
$3,467
$24.76
10.00%
$10.00
$2,408
$17.20
0.00%
$10.00
$1,358
$9.70
5.00%
$10.00
$1,000
$7.14
0.00%
$10.00
$183
$1.31
0.00%
$10.00
$150
$1.07
0.00%

Risked (m )
$347
$0
$68
$0
$0
$0

Risked /share
$2.48
$0.00
$0.48
$0.00
$0.00
$0.00

0.00%
0.00%
0.00%

$0
$0
$0

$0.00
$0.00
$0.00

0.00%
0.00%
0.00%
0.00%

$0
$0
$0
$0
$415

$0.00
$0.00
$0.00
$0.00
$2.96

Risked (m )
$24
$0

Risked /share
$0.17
$0.00

$0
$0
$0

$0.00
$0.00
$0.00

Valuation
NPV / bbl Unrisked (m ) Unrisked /share Risking#
$10.00
$160
$1.14
15.00%
$10.00
$192
$1.37
0.00%

N/A
N/A
N/A

$10.00
$10.00
$10.00

$5,112
$1,800
$1,048

$36.50
$12.85
$7.48

0.00%
0.00%
0.00%

Sub total

831

$8,312

$59

$24

$0.17

Total

2445

$24,452

$175

$439

$3.13

I.E CoS* relates to the chance of success as outlined in the DeGolyer & MacNaughton Independent Resource Assessment, September 2012
Risking# is RBSM's risk assigned to the probability of success of the w ell in addition to valuation discount applied to the prospect
SOURCES: MORGANS, COMPANY REPORTS
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QUEENSLAND
BRISBANE
BUNDABERG
CAIRNS
CALOUNDRA
CHERMSIDE
EDWARD STREET
EMERALD
GLADSTONE
GOLD COAST
IPSWICH/SPRINGFIELD
MACKAY
MILTON
MT GRAVATT/CAPALABA
NOOSA
REDCLIFFE
ROCKHAMPTON
SPRING HILL
SUNSHINE COAST
TOOWOOMBA
TOWNSVILLE
YEPPOON

(07) 3334 4888
(07) 4153 1050
(07) 4222 0555
(07) 5491 5422
(07) 3350 9000
(07) 3121 5677
(07) 4988 2777
(07) 4972 8000
(07) 5581 5777
(07) 3202 3995
(07) 4957 3033
(07) 3114 8600
(07) 3245 5466
(07) 5449 9511
(07) 3897 3999
(07) 4922 5855
(07) 3833 9333
(07) 5479 2757
(07) 4639 1277
(07) 4725 5787
(07) 4939 3021

NEW SOUTH WALES
SYDNEY
ARMIDALE
BALLINA
BALMAIN
CHATSWOOD
COFFS HARBOUR
GOSFORD
HURSTVILLE
MERIMBULA
NEUTRAL BAY
NEWCASTLE
NEWPORT
ORANGE

(02) 8215 5055
(02) 6770 3300
(02) 6686 4144
(02) 8755 3333
(02) 8116 1700
(02) 6651 5700
(02) 4325 0884
(02) 9570 5755
(02) 6495 2869
(02) 8969 7500
(02) 4926 4044
(02) 9998 4200
(02) 6361 9166

PORT MACQUARIE
SCONE
SYDNEY – LEVEL 9
SYDNEY – LEVEL 33
SYDNEY – MACQUARIE STREET
SYDNEY – MACQUARIE STREET (Parramatta)
SYDNEY – REYNOLDS EQUITIES
WOLLONGONG

(02) 6583 1735
(02) 6544 3144
(02) 8215 5000
(02) 8216 5111
(02) 9125 1788
(02) 9615 4500
(02) 9373 4452
(02) 4227 3022

ACT
CANBERRA

(02) 6232 4999

VICTORIA
MELBOURNE
BRIGHTON
CAMBERWELL
CARLTON
FARRER HOUSE
GEELONG
RICHMOND
SOUTH YARRA
TRARALGON
WARRNAMBOOL

(03) 9947 4111
(03) 9519 3555
(03) 9813 2945
(03) 9066 3200
(03) 8644 5488
(03) 5222 5128
(03) 9916 4000
(03) 9098 8511
(03) 5176 6055
(03) 5559 1500

WESTERN AUSTRALIA
PERTH

(08) 6462 1999

SOUTH AUSTRALIA
ADELAIDE
NORWOOD

(08) 8464 5000
(08) 8461 2800

NORTHERN TERRITORY
DARWIN

(08) 8981 9555

TASMANIA
HOBART

(03) 6236 9000

DISCLAIMER
The information contained in this report is provided to you by Morgans Financial Limited as general advice only, and is made without consideration of an individual’s relevant
personal circumstances. Morgans Financial Limited ABN 49 010 669 726, its related bodies corporate, directors and officers, employees, authorised representatives and
agents (“Morgans”) do not accept any liability for any loss or damage arising from or in connection with any action taken or not taken on the basis of information contained in
this report, or for any errors or omissions contained within. It is recommended that any persons who wish to act upon this report consult with their Morgans investment
adviser before doing so. Those acting upon such information without advice do so entirely at their own risk.
This report was prepared as private communication to clients of Morgans and is not intended for public circulation, publication or for use by any third party. The contents of
this report may not be reproduced in whole or in part without the prior written consent of Morgans. While this report is based on information from sources which Morgans
believes are reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect Morgans judgement at this date and are subject to change. Morgans
is under no obligation to provide revised assessments in the event of changed circumstances. This report does not constitute an offer or invitation to purchase any securities
and should not be relied upon in connection with any contract or commitment whatsoever.
Although CIMB Securities (Australia) Ltd (ABN 84 002 768 701), its related bodies corporate, directors and officers, employees, authorised representatives and agents
("CIMB Securities Australia") may have been involved in the preparation of certain content for this Research Report, this Research Report constitutes general advice provided
by Morgans to the recipient of this report under its Australian financial services licence and Morgans is solely responsible for the content of this report. CIMB Securities
Australia do not accept any liability for any loss or damage arising from or in connection with any action taken or not taken on the basis of information contained in this
report, or for any errors or omissions contained within.

DISCLOSURE OF INTEREST
Morgans and CIMB Securities Australia may from time to time hold an interest in any security referred to in this report and may, as principal or agent, sell such interests.
Morgans or CIMB Securities Australia may previously have acted as manager or co-manager of a public offering of any such securities. Morgans' affiliates or CIMB Securities
Australia affiliates may provide or have provided banking services or corporate finance to the companies referred to in the report. The knowledge of affiliates concerning such
services may not be reflected in this report. Each of Morgans and CIMB Securities Australia advises that it may earn brokerage, commissions, fees or other benefits and
advantages, direct or indirect, in connection with the making of a recommendation or a dealing by a client in these securities. Some or all of Morgans' Authorised
Representatives may be remunerated wholly or partly by way of commission.

STATUTORY DISCLOSURES
Morgans Corporate Limited was a Joint Lead Manager to the May 2013 placement for Pura Vida and received fees in this regard. Morgans Corporate Limited was a Joint Lead
Manager to the September 2013 placement for Pura Vida and received fees in this regard. An Analyst or family member of an Analyst who helped in the preparation of this
report may hold shares in PVD.

RECOMMENDATION STRUCTURE
For a full explanation of the recommendation structure, refer to our website at https://www.morgans.com.au/research_disclaimer.

If you no longer wish to receive Morgans’ publications please advise your local Morgans office or write to Morgans, Reply Paid 202,
Brisbane QLD 4001 and include your account details.
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