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QuickView 

Company snapshot 

Sterling Energy’s $117m cash appears markedly under-represented in its 
market cap of £39m ($62m). Against this cash the group has $30m (£19m) 
of commitments, a $22.7m (£14.19m) abandonment liability for the 
Chinguetti field in Mauritania, and a further $8m (£5m) of potential staged 
payments in Somaliland. Post these commitments, the stock remains at a 
discount to cash, with no value ascribed to the current asset portfolio, or 
indeed, any ‘option value’, as management has the cash to carry out deals 
in what most see as a buyers’ market.  

Mauritania (Chinguetti, Block C-3, Block C-10) 
Sterling holds an 8% economic interest in Chinguetti. In 2014, this interest resulted 
in 432bo/d production net to Sterling ($6.9m cash flow).  

In February 2015, Sterling acquired (pending approval) a 40.5% working interest in 
block C-3 from Tullow for $2.5m in back costs. C-3 is a shallow water exploration 
block running along the coast of Mauritania. A 1600km2 2D survey was acquired in 
late 2014 and is currently in-house and under interpretation; a ‘drill or drop’ decision 
is expected by the first half of 2016.  

In June, Sterling acquired (pending approval) a 13.5% interest in block C-10 in 
exchange for $50,000 of back costs. C-10 is an offshore block covering 10,725km2 
with water-depth varying from 50 to 2,400m. Tullow has identified a drill-ready 
prospect within a multitude of additional prospects and leads. Current technical 
work focuses on maturation of the prospect inventory following the receipt of the 
recently reprocessed 3D survey covering the area. Tullow expects to drill an 
exploration well in 2016 at an anticipated cost of $77m ($11.55m net to SEML). 

Madagascar, Ambilobe block (50% WI) 
Ambilobe is an offshore block covering 17,650km2.in 0-3,000m water depth. Pura 
Vida recently farmed-in to Ambilobe, taking 50% WI in exchange for funding a 3D 
seismic survey, to be completed in mid-2015. CGG, which carried out the survey, 
expect interpretation, resulting in a worked-up series of prospects, to be completed 
by early 2016. Phase III exploration involves drilling a commitment well, potentially 
in H117. 

Cameroon (border dispute) & Somaliland (force majeure) 
Sterling holds a 40% WI in the Odewayne PSC, Somaliland. The onshore block 
covers 22,840km2 and exploration is on hold due to security issues. In Cameroon, 
Sterling holds 100% WI in the Ntem concession. Ntem is in force majeure due to 
overlapping maritime border claims by Cameroon and Equatorial Guinea.  
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Business description  

Sterling Energy is an AIM-listed upstream oil & gas 
company. The group is an experienced operator of 
international licences and is currently focused on 
projects in Africa. Sterling has interests in high-
potential exploration projects in Cameroon, 
Madagascar, Mauritania and Somaliland. 

 

Bull 
 Strong balance sheet; $117m cash plus no debt. 

 Low-cost core position built in Mauritania. 

 Experienced management and board adept at 
gaining project interests and carries. 

 

Bear 
 Oil price leverage. 

 Exploration-focused. 

 Share liquidity limited. 
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Historical financials 
Year 
end 

Revenue 
($m) 

PBT 
($m) 

EPS 
(c) 

DPS 
(c) 

P/E 
(x) 

Yield 
(%) 

12/13 18.4 7.3 3.3 0.0 8.3 N/A 
12/14 16.0 12.3 (5.6) 0.0 N/A N/A 
Source: Sterling Energy annual reports 
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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 (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). 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 2015 Edison Investment Research Limited. All rights reserved. This report has been 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") (c) FTSE [2015]. "FTSE(r)" 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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