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Canadian Superior Energy

252%

Actual Estimate Estimate

Production Reporting Periods
Oil & Liquids b/d Year-end: December 31st

Natural Gas mmcf/d Next Report: Q3 Nov 14/08
Total 6:1 Shares O/S

Volume Growth Basic M: 158
Per million shares Fully diluted M: 175

Financial Data
Volumes Mix % Market Cap $M: $260

Oil & Liquids Enterprise Value $M: $296
Natural Gas Enterprise Value per

Financials 2009 production $:
Cash Flow/Share Reserve Life Index (years) Dec-07
Price/Cash Flow Proven: 4.5

Capital Exp P+P 7.5
Cash Flow Net Asset Value @ 10% BT

CapEx/Cash Flow n/a
Debt Jul-08

Commodity Prices  Debt Line $M: $45
(SAMI forecasts) Bank Debt Utilized $M: $36

US$ WTI Insider Ownership 5%
C$ AECO CEO:

Chairman: Greg Noval 388k
Director : 508k

Production (b/d) Cash Flow per Share Institutions: >10%
2007 2008E 2009E 2007 2008E 2009E ~40%

Q1 2,897 3,110 4,400e 0.05 0.07 0.07e Service Providers
Q2 2,623 3,870 4,200e 0.02 0.07 0.07e Bankers:
Q3 2,656 3,800e 4,200e 0.02 0.06e 0.07e Auditors:
Q4 3,197 4,200e 4,400e 0.02 0.07e 0.07e Engineers:

Exit 3,530 4,300e 4,500e

Trapeze Capital
Total Institutions

$66.27 $100.00 $100.00

Actual SAMI Est. SAMI Est.

$47M
$25M

$6.61 $9.25 $9.25

1.8x 2.4x 2.6x

$100M $120M
15.0 6.1 5.9

$0.11 $0.27
$68,866

21% 20% 20%
79% 80% 80%

Maison 
Placements 

Canada
October 17, 2008

SNG
OutPerform

$5.80

$1.65

Potential Upside Target Price

20

-2% 32% 15%
21.7 23.8 24.6

Gross wells drilled 78

594 749

15

13.5 18.0
2,843 3,745 4,300

860

20082007

20.6

2009

$0.28

GLJ and McDaniels

Quarterly Results Alex Squires

Canadian Western & HSBC
Meyers Norris Penny LLP

Craig McKenzie   1.5M WT & OPT

$13.9M $42M

  



Canadian Superior Energy Inc. 
                                                                                                               3200, 500- 4th Ave. SW Calgary, Alberta T2P 2V6 

Phone: 403 294-1411  Fax: 403 216-8551 
Website: www.cansup.com

 Company History & Management Info: 
 Greg Noval created Canadian Superior (SNG) in 2000; he was previously the CEO of Canadian 88. Craig McKenzie 

joined SNG in Oct/07, prior to which he was the president of British Gas Trinidad and Tobago.  
 Management: Chairman - Greg Noval           CEO – Craig McKenzie      Pres. – Mike Coolen       CFO – Robb Thompson 

 
Core Areas:  

 Canadian Superior currently has a producing core area in Western Canada.  Canadian Superior has made a large liquids 
rich natural gas discovery offshore Trinidad.  

 
 Key Impact Plays / Black Gold Wealth Creation:  

 Trinidad Operations: SNG is strategically positioned in one of the most prolific oil and gas basins in the western 
hemisphere. SNG currently has two exploration blocks in Trinidad; the Intrepid deep water block with 80k acres and 
the Mayaro/Guayaguayare near-shore block with 55k acres. Both blocks are on trend with “elephant” discoveries 
with Intrepid proving to be similar. The current focus is now on the Endeavour well which spud Aug/08 with results 
expected Dec/08. These wells are high temp & pressure natural gas targets with total drilling depths estimated to be 
18,000 ft. SNG is partnered with British Gas (paying 40% for a 30% WI) and Challenger Energy (CHA-V) a junior 
exploration company (paying 33% for a 25% share of the block’s future revenues). Success at Victory and Bounty 
implies gross recoverable reserves of 2.5 Tcf with gross production potential in excess of 500 mmcf/d. SNG is paying 
26.7% for the three well commitment to earn 45% of the production. The last well in the program, the Endeavour 
well has targets mapped in both the prolific “G” and “I” sands. The Risk profile of the Endeavour well is significantly 
lowered with the success at Victory and Bounty encountering the “I” sands. It is expected that the gross cost to drill 
Endeavour is $75-85M and take ~100 days to drill. If Endeavour is successful the recoverable reserves could reach 4 
Tcf. We expect SNG to monetize the Intrepid discoveries with their partner British Gas (BG). SNG is looking at full field 
development alternatives that could have production commencing mid-2012, netting SNG >225 mmcf/d. Given the 
current financial difficulties in raising capital we may see SNG sell out or sell down to BG. Monetizing after a successful
Endeavour well could bring in cash in excess of $5/share. 

   

 Mayaro Guayaguayare (MG) Block: SNG will have the 3D seismic completed late 2008 early 2009 with light oil 
prospective in the area. Potential reserves from each of three prospects could be in the 10-30 MB range. The 
exploration and development license commits SNG to drill two wells before June 2010 with the first well to spud Q1/09.  

• Tunisia/Libya “Oasis project”: In late Aug/08 SNG received the Exploration and Production Sharing Agreement 
(EPSA) for 768K gross acres to commence drilling on an offshore block. The prospect has high impact, conventional, 
offshore drilling for both oil and natural gas. Nearby fields have proven reserves of hundreds of millions of barrels or 
multi Tcf’s of gas. The first prospect should be drilled in mid-2009 (subject to rig availability) and the structure appears 
to have a target >100 MB recoverable.  

• Liberty LNG Project:  SNG hopes to construct a submerged LNG re-gasification project 15 miles off the Jersey shore 
to deliver LNG to the New York/New Jersey area. This project will allow SNG to maintain uninterrupted LNG delivery by 
bypassing port traffic and weather related issues. Application approval should be received by Q1/10 with completion 
targeted for 2012 at a total cost of $US760M (financing through 70% debt/30% equity). Upon completion the project 
should be able to deliver 2.4Bcf/d.  

 
Recent Operational & Financial Results:  
• In Sept/08 SNG closed a $35M Private Placement issuing 8.75M units at $4, with each unit comprising of one common 

share and one-half warrant.  
• Our 12 month price target is $5.80. In our sum of parts valuation, SNG’s WCSB production is valued at 

~$0.80/share based on the estimated current transactional value of $40,000/flowing boe less associated debt.  With 
successes at the Intrepid 5c block at both Victory and Bounty, the reserve picture appears to be >2.5 Tcf gross (>1 
Tcf net to SNG). Natural gas during this current malaise is not reflective of long-term potential valuations. One could 
argue that an LNG project in more normal times could be worth more than $2/mcf in the ground. In our current target 
we are using a very conservative $1/mcf or a potential value of $5/share. We have included nothing in our valuation 
for the potential of Tunisia/Libya, Liberty LNG Project or East Coast Canada.    

 

Balance of Evidence 
Growth Drivers Limits to Growth 

 Aggressive management with a mandate to grow the 
business. 

 With the Victory and Bounty discoveries SNG’s high 
impact Trinidad exploration program has been 
validated. 

 

 Successes in Trinidad will not contribute cash flow for 
several years and SNG has large capital requirements. 
Further dilution is expected. 

 High operating and G&A cost structure in W. Canada. 
 SNG & Trinidad farmee Challenger Energy in which 

SNG’s Chairman has a significant financial interest has 
been of concern to outside shareholders due to 
perceived conflicts of interest.  

 
 

http://www.cansup.com/


Canadian Superior Trinidad 3P Valuation

Shares FD 175 M

Base Case
Size of Before Prod After Prod

Prize BCF (gross) Value $1/mcf Value $2/mcf
Intrepid Block 5C 2,000

Total Value ($M) $2,000 $4,000
SNG Value (45% net) $900 $1,800

NAV Per Share $5.14 $10.29

Mid Case
Size of Before Prod After Prod

Prize BCF (gross) Value $1/mcf Value $2/mcf
Intrepid Block 5C 3,000

Total Value ($M) $3,000 $6,000
SNG Value (45% net) $1,350 $2,700

NAV Per Share $7.71 $15.43

High Case
Size of Before Prod After Prod

Prize BCF (net) Value $1/mcf Value $2/mcf
Intrepid Block 5C 4,000

Total Value ($M) $4,000 $8,000
SNG Value (45% net) $1,800 $3,600

NAV Per Share $10.29 $20.57
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