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Highlights

We are initiating coverage on BPC Plc, an AIM listed early
stage pure exploration play with multiple billion barrel
leads and prospects in the Commonwealth of the Bahamas.
The Company has a market cap of approximately £32.6
MM. A Competent Person’s Report (CPR) undertaken in
2007 highlighted the potential for 22 leads with an average
resource base of 300 MMBbl oil-in-place, with several of the
largest of these having the potential for upwards of 500
MMBbl, further supported in 1987 by Tenneco Oil Co.
which estimated the potential to be in the billions of barrels.

BPC listed on AIM in September 2008 and has an enterprise
value of approximately £30 MM. The Company currently
holds a 100% working interest across five offshore explora-
tion licences within Bahamian waters and located within
the same basin as the prolific 35 BnBbl oil-in-place
Cantarell field, Mexico. The Company is awaiting approval
for a further three in the Cay Sal area of the Great Bahamas
Bank and BPC has secured a farm-in by Norwegian major,
Statoil, for these Cay Sal offshore licences. For its remaining
acreage position the Company is engaged in multiple farm-
out discussions which it expects to approach completion by
Q4 2010.

Based on an implied value from the recent Statoil oil deal
we propose a Speculative Buy recommendation and a target
price of £0.08 per share on a risked adjusted basis, repre-
senting a 115% premium over the current trading price.

Investment Thesis – Ingredients for
Success

 Exposure to Significant Hydrocarbon Resource: The
acreage holds the potential for 22 leads with an average
of 300 MMBbl oil-in-place, and of which the largest is
500 MMBbl as independently highlighted by a CPR in
Q4 2007 undertaken by Moyes & Co.

 Experienced Management Team: The Board comes
with a track record of delivering previous shareholder
value and includes a world expert on carbonate
reservoirs such as those found in the Bahamas, and
former CEO of Hardman Resources, credited with
opening up the world class petroleum fairway in
Uganda.



3

 One of the Most Attractive Fiscal Regimes Glo-
bally: The Bahamas benefits from a fiscal structure
that includes no corporate tax and a sliding royalty
that could make even the most modest discovery
commercial.

 Credible Major Farm-in: The farm-in by Statoil
provides not just an implied value but also credibil-
ity that accompanies the involvement of a major
with deep water experience and validation of the
opportunity.

 Proximity to Market: Any commercial find is
located within 200 miles of any potential find to the
world’s largest energy market.

Regional Prospectivity & Favourable
Economics
We would expect that given the heightened interest in
Cuba and particularly the country’s heavy oil belt in the
Northern Province, interested parties will be attracted to
BPC’s extensive acreage which benefits from much more
favourable terms and greater stability than that offered
either by Cuba or within the U.S. Gulf of Mexico. Fur-
thermore, licences are not under the control of state
owned entities.

We have set our target price of £0.08 per share based on
a 12 month outlook and propose a Speculative Buy
recommendation, reflective of the early stage nature of
this pure exploration play.

Corporate Background

Registered in 2005, BPC listed on AIM in late Q3 2008
following a reverse takeover and is now domiciled in

Investment Thesis Summary
Opportunities Considerations 
- Company has a comprehensive understanding of local geology and amassed 

the largest seismic data set for the Bahamas of any company.

- Dearth of newsflow in the near-term is an issue given the long lead time to 

drilling and subsequent development.

- Material working interest over multiple million barrel leads that is a size and 

scale to attract majors and IOCs, also offering optionality over the acreage. 

- Securing access to sufficient capital to enable the Company to complete 

work program.

- Management has previously demonstrated creation of shareholder value in 

transforming early stage exploration plays to asset sale.

- Incurring lengthy delays in securing farminee partners could push back 

development timeline.

- Exposure to world class hydrocarbon potential. - The stock does not benefit from high liquidity.

- The story offers limited downside having secured extensive prospective 

acreage as well as Statoil as farm-in partner.

- High cost environment necessitates the Company to seek multiple farminee 

partners for its blocks, this in itself is a length process not least to secure 

approval from the Bahamas government.

- Low government take could imply that even the most modest discoveries are 

commercial. 

- The CPR neither assigns a geological chance of success nor an estimate of 

prospective resources given the sparse existing seismic data on the 

southern licences.

Source: FirstEnergy Capital

the Isle of Man. The strategy is based upon application
of modern seismic techniques and software to
underexplored and unexplored virgin basins of the
Bahamas that was not possible when these acreages
were first drilled. Management’s intention is to seek
farm-in partners to cover costs until up to the comple-
tion of the first of the five year exploration periods. The
fiscal terms are such that BPC has a long 30 year
production licence which automatically commences
following a commercial discovery and rolls over from
the five year exploration licence.

The Company holds a 100% working interest in five
licences in the Commonwealth of the Bahamas (herein
denoted as the Bahamas). Four of these licences, Bain,
Cooper, Donaldson and Eneas, are contiguous situated
on the Great Bahamas Bank adjacent to the maritime
border with Cuba while the fifth licence lies to the north
of the Bahamas and 80 km northeast of the Florida
coast, close to Miami. The total acreage covered is
approximately 15,676 km2. All licences with the excep-
tion of the Miami licence are held by the Bahamas
Offshore Petroleum Limited, while the Miami licence is
held by BPC subsidiary Island Offshore Petroleum
Limited. The Company has made applications for a
further three licences in the Cay Sal region of the
Bahamas that are awaiting approval and intends to
apply for additional applications in early Q3 2010.

BPC has successfully farmed-out three of its offshore
licence to Statoil, which will become the operator of
these three offshore exploration licences covering the
Cay Sal Bank, which lies southwest of the Great Baha-
mas Bank.
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Locations of Drilled Wells (1947 -1986)

Source: BPC Limited

BPC – Historical

Bahamas Background
The Bahamas remains one of the most geopolitically
stable regimes with a democratic system of government
that stretches back 275 years with a fully functioning
government since 1973 at the time of independence.
With the exception of some brief exploration activity
spanning from the mid-1940s to 1980s, the Bahamas
has been largely overlooked by drilling companies and
majors spanning from mid-1940s to 1980 despite
evidence that points to a working petroleum hydrocar-
bon system. We attribute this to a variety of reasons
dependent upon the decade of activity relating to poor
seismic interpretation up to the 1980s, commodity
price collapse in the mid-1980s and a dearth of
available seismic data. The Bahamas has not pre-
served a data room, hence BPC is the only company
with a comprehensive data set. This sporadic activity
has continued until recently where over the last 23
years no significant exploration work has been
undertaken and indeed within the last 60 years only
five wells have been drilled across the 300,000 km2

acreage.

Previous licence activity involved a total of 20 companies
over the 40 years prior to the last well that was drilled by
Tenneco in 1987. Prior to that, Chevron drilled two wells
in the early 1970s while Kerr McGee, another of the many
operators to undertake a drilling campaign was in the
Northern Bahamas Blake Plateau. Kerr McGee used a non-
proprietary goup-shoot seismic survey to evaluate the
northern region. The acquisition of Kerr McGee by
Anadarko terminated any further interest in Bahamas
exploration.

It is widely understood that due to the state of exploration
technology in the mid 1980’s, deepwater drilling was only
possible in depths of less than 300ft. BPC’s licences -
previously Tenneco’s leads - are in water depths of 1,500ft
to 2000ft where most of the structural and stratigraphic
traps exist.

Like most Caribbean countries with the exception of
Trinidad and Tobago, the Bahamas remains entirely
dependent upon crude oil imports and currently imports
approximately 35,000 Bbl/d of crude.
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Previous Oil & Gas Exploration Activity
There has never been a licencing round held in the
Bahamas. A variety of multi-national oil companies have
held an interest from the mid-1940s up to the last player
in the region in 1988 when Tenneco drilled. Seismic and
drilling activity has been interspaced in 12 year inter-
vals. The earliest exploration activity was undertaken by
Standard Oil, Gulf Oil, Shell and Superior Oil and
comprised of localized magnetic gravity and magnetic
surveys between 1946 and 1947 leading to the drilling of
Andros-1 well (located on Andros Island) drilled to a
total depth of 13,585ft. No hydrocarbons shows were
reported from this well and it was subsequently plugged
and abandoned.

The following seven year period between 1948
and 1955 witnessed little exploration activity
in the region but did see the first underwater
seismic and gravity surveys undertaken by
Gulf over two years commencing from 1948.
Gulf drilled the 826-Y well to below 10,000ft
offshore Key West, Florida, that flowed 18 Bbl/
d of oil ranging from 22°-24° API. It was
another seven years before Chevron (Bahamas
California Co.) and Gulf (Bahamas Exploration
Company) drilled the Cay Sal-1 well to almost
19,000ft in Bahamian waters following a
detailed seismic and engineering study of the
Cay Sal bank area. While the well encountered
hydrocarbon live shows, the well failed to test
a commercial rate of hydrocarbons. A detailed
list of previous exploration history and wells
drilled in Bahamian waters is presented
herein. Primary reservoir targets are located in
upper Jurassic - lower Cretaceous carbonate
sequences with depths to 6,500m comparable
to that of the Gulf of Mexico. Core sample
analysis from data acquired by BPC has

enabled parallels to be drawn with comparable play
types to include those in Mexico, Saudi Arabia and Iran.

Over the next 10 years from 1959 to 1968, a total of eight
companies held interests in acreage in the Bahamas, the
majority of which were held by Chevron and Gulf. These
entities acquired seismic data using experimental marine
seismic acquisition programs leading to less than optimal
data. This low quality data and acquisition difficulties
precluded operators to undertake well tests during this
period.

Chevron, Mobil and Gulf drilled and tested the Long
Island-1 well to a depth of almost 17,600ft. The well had

Previous Bahamas Exploration Activity (1947 - 1986)
Well Year TD (m) Operator Age Data
Andros Island 1947 4,446 Superior Early Cretaceous Partial paper & image logs

Cay Sal No. 1 1959 5,763 Gulf Paper & image logs, cores computer processed logs & log analysis 

826Y 1959 4,715 Gulf Jurassic / Early 

Cretaceous

Paper logs & drilling, lithology data and flow test 15 Bbl 22-24 °API

Long Island No. 1 1970 5,351 Gulf Jurassic / Early 

Cretaceous

Paper & digital logs, computer processed logs & log analysis, geologic 

& testing report

Great Isaac 1 1971 5,540 Chevron Jurassic Paper & digital logs, computer processed logs & log analysis, geologic 

& testing report; cores & cuttings

Cost GE 1 1977 4,040 Stratigraphy, temperature, thermal maturity, porosity data

Doubloon Saxon No.1 1986 6,626 Tenneco Early Cretaceous Original digital logs, borehole fracture analysis, final analysis, 

geological, cores & cuttings

Source: FirstEnergy Capital, BPC Limited

Map of Previous Exploration Activity

Source: BPC Limited
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hydrocarbon shows close to 16,000ft but was plugged
and abandoned. This well was closely followed up with
the drilling and testing by Chevron of the Great Issac-1
well on the Great Isaac Bank to 17,850ft. The Great Isaac
well is also important for two reasons, it encountered
trapped hydrocarbons and penetrated the underlying
pre-marine sandstone-shale of the early dry-rift se-
quence.  Oil and gas shows were logged from the first
sealing anhydrite bed about 10,000ft and into the
underlying clastics.  The well encountered a gassy
overpressured below 17,000ft in several limestone and
dolomite reservoirs. The reservoir pressures were close to
two times overpressure and it took nearly 30 days to
control the well.  Although hydrocarbon shows were
encountered throughout the well, it only produced gassy
water from the overpressured reservoir, no commercial
qualities of hydrocarbons were reported on testing.
Chevron confirmed gas and condensate to surface but
deemed the well non-commercial.  The commodity price
of gas did not warrent further evaluation.

The penultimate period of exploration activity during
1970 to 1983, prior to Tenneco drilling, involved the
application of digital based gravity, seismic and mag-
netic surveys as well as subsurface samples in an
attempt to understand the Bahamas carbonate bank. In
the early 1980s a range of oil companies to include Esso,
Arco, Getty, Natomas and Breoco obtained licence

BPC Licences

Source: BPC Limited

positions over major portions of the Bahamas with final
licence positions being granted by 1984.

The extent of seismic data acquired in relation to BPC’s
licences is presented herein which forms the basis of the
current prospective resource estimate for the Company.
BPC has amassed much of this data assembling over
7,000 km of 2D seismic which has been digitized and
reinterpreted. The Company has also commissioned
specialist contractors to reprocess well log data and
borehole structural geology for Doubloon Saxon, Cay Sal,
Long island and Great Isaac. The study highlighted that
previous operators Tenneco and Chevron have bypassed
pay zones and that the well to the north, Great Isaac-1, is
likely to be gas dominated given that over pressure
characteristics experienced in contrast to more oil
dominated southern licences. However, deeper burial of
the equivalent section to the south in the fold belt would
favour gas generation as well.

The final period of exploration activity before the entry of
BPC was led by Tenneco Oil Company which applied
state of the art modern seismic acquisition and gravity
and magnetic and sub-surface techniques amassing to an
extensive exploration data set. Tenneco drilled the

Andros
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Grand
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F L O R I D A

C U B A
0 100 Kms

MIAMI

BAIN

COOPER

DONALDSON

ENEAS

Previous Seismic Studies 

Source: BPC Limited

Fort Lauderdale

Miami

Cayo Coco-2

Gulf 826-Y

Great Isaac-1

Nassau

Freeport

Doubloon Saxon-1



7

Impact of Commodity Prices on Regional Exploration Activity 

Source: BPC Limited

Doubloon Saxon-1 well to approximately 21650ft
(6,600m) leading to the conclusion that large structures
were present that could hold the potential for approxi-
mately 17 BnBbl. We also note that previous data
acquired by Tenneco and follow-up analysis by BPC
identified not only gas-oil shows from the wells but also
intervals of rich source potential with high organic
carbon.

However, coincident with the drilling of Doubloon
Saxon-1, a precipitous fall in commodity prices and the
lure of other prospective acreage in neighbouring Gulf
of Mexico around this time served as a disincentive for
meaningful consideration of a full scale capital invest-
ment program. Furthermore, the onerous Bahamian
fiscal regime prevailing at this time together with the
high upfront and partially refunded licence fees led
operators to abandon the region resulting in no commer-
cial hydrocarbon discovery being made to date. Tenneco
had three important wells drilled in 1986 and 1987 that
were non-commercial; Doubloon Saxon was one of these
key wells. The resulting financial pressure on Tenneco’s
exploration resources led to the decision to abandon a
US$250 MM exploration program over Hurricane Flats,
which lies to the northwest of Doubloon Saxon.  In 1989,
Tenneco was acquired by British Gas and the Bahamas
data and exploration future was shelved.

Tenneco Oil Co. Leads & Prospects Summary
Max Case Most Likely Case Minimum Case

100% Structural Fill 50% Structural Fill 33% Structural Fill
Tenneco Resource 

Estimate BnBbl BnBbl BnBbl
Blue Fin 3.47 0.41 0.07

Blue Marlin 1.94 0.44 0.24

Grouper 6.49 1.67 0.84

Hammer Head 1.01 0.30 0.12

Lion Fish 1.32 0.27 0.16

Manta Ray 1.45 0.54 0.05

Sand Shark 1.39 0.24 0.07

TOTALs 17.1 3.9 1.5

Source: FirstEnergy Capital, BPC Limited

Tenneco Oil Licences Overlay to BPC Acreage

Source: BPC Limited

BPC Leads & Prospects Summary
Max Case Most Likely Case Minimum Case

100% Structural Fill 50% Structural Fill 33% Structural Fill
BPC Resource 

Estimate BnBbl BnBbl BnBbl

C1 11.95 4.42 1.77

C2 5.87 2.17 0.87

C3 3.69 1.37 0.55

C4 2.79 1.03 0.41

TOTALs 24.3 9.0 3.6

Source: FirstEnergy Capital, BPC Limited

Previously identified leads and prospects by Tenneco
which are in close proximity to BPC’s licences on the
Great Bahamas bank are presented herein. The most
likely P50 case of total recoverable resources have been
estimated at 3.86 BnBbl over the seven identified leads.
These licence areas have been overlaid on top of BPC’s
existing acreage and are in some case coincident. Never-
theless, precise correlation to BPC’s acreage was not
possible.

The Company’s leads compared with Tenneco previous
acreage is highlighted on the structural map which
shows mid-cretaceous structures and faults. One of these
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Location of Southern Leads on Structural Map 
(Tenneco Previous Acreage)

Source: BPC Limited

leads, C1 appears to be exhibiting signal disruption
continuity, possibly indicating the presence of gas
leakage from deeper structures.

Assets, Strategy and Newsflow

Brief E&P Asset Overview
All of the Company’s assets are located within a proven
petroleum province that has witnessed large finds such
as the 32 BnBbl Cantarell field with an ultimate recov-
ery of 17 to 20 BnBbl and Cuba’s heavy oil belt where
the USGS has estimated 4.6 BnBbl resource potential.
Canadian listed Sherritt International is currently using
enhanced steam recovery to recover oil from their
reported 7 BnBbl in-place field that lies within
kilometres of the northern Cuba coast. The region also
includes the giant fields of Golden Lane complex,
Campeche and Reforma and the large Smackover field
onshore U.S. Four of BPC’s licences are contiguous
covering the south-west fold belt region of the Great
Bahamas Bank with the fifth located 80 km off the

BPC Location of Approved and Licences Under Application

Source: BPC Limited

BPC Assets

Offshore Licence Area Operator
Working 

Interest (%) Licence Area (Acres) Expiry Date Holder

Bain Licence Southern BPC 100% 775,468 26 April 2012 Bahamas Offshore Petroleum Limited

Cooper Licence Southern BPC 100% 777,934 26 April 2012 Bahamas Offshore Petroleum Limited

Donaldson Licence Southern BPC 100% 778,855 26 April 2012 Bahamas Offshore Petroleum Limited

Eneas Licence Southern BPC 100% 780,316 26 April 2012 Bahamas Offshore Petroleum Limited

Miami Licence Northern BPC 100% 760,973 26 April 2012 Island Offshore Petroleum Limited

Islamorada License Cay Sal Statoil TBC 777,900 To be awarded Privateer Petroleum Limited

Zapata License Cay Sal Statoil TBC 776,200 To be awarded Privateer Petroleum Limited

Falcones License Cay Sal Statoil TBC 774,600 To be awarded Privateer Petroleum Limited

Total 6,202,246
Source: FirstEnergy Capital, BPC Limited

Florida coast. BPC has also made applications for a
further three licences in the Cay Sal Bank region that are
awaiting formal government approval prior to farm-
down to Statoil.

Three of the four leads identified by BPC in the Miami
licence are located in water depths in the range of 395m
to 435m, with the fourth in shallow water (15m). Target
reservoir depths are between 3100m and 6200m. While in
the southern licences, all but five of the 18 leads are
located in water depths in the range of 445m to 550m.
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The five shallow water leads are in 5m to 15m of water.
Target reservoir depths are between 1650m to 8750m.

Share Price Performance
With the exception of the
fall experienced during the
global financial crisis the
Company’s share price has
been effectively range bound
between 3p and 5p and the
level of trading activity is
low with approximately
only 2.7 MM shares traded
daily on average. We
attribute this to the lack of
newsflow and the delays
incurred in securing govern-
mental approval for the
Statoil deal. We believe that
as the Company secures
additional farminees and
establishes a work program
towards seismic acquisition
and drilling, the share price will respond to these
positive catalysts.

Newsflow and Work Obligations
BPC has satisfied and in some cases exceeded the
minimum mandatory capital expenditure for all
its original five licences, with the exception of its
Miami licence, for the first five year exploration
period which expires by 2012. There is no drilling
commitment during the first phase of the licence,
however, at the end of the initial licence term the
licence holders will have the option to commit to
drill a well in the second rollover exploration
period within the first year to 18,000ft and

following this, one well every two years. BPC still needs
to farm-out its five existing licences which we expect the
Company will be focusing much of its efforts on in the
coming 12 months.

Management expects that over the next 12 months
discussions with majors on the next block to be farmed
out will be concluded. However, given the proximity of
its acreage to the north Cuba Basin, newsflow will be
driven by activities on the other side of the border where
there are many operators and Cuba state owned oil
company, CubPet, is known to be encouraging explora-
tion activity.

Based on the previous capex spend, the Company has
fulfilled all its outstanding obligations on the licence,
however the pace of newsflow will be very much depen-
dent upon the Company’s ability to secure further
farminees over the coming months and agreement of a
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1 Company founded 11 Well logs, core samples, seismic evaluation (Phase 2)

2 Negotiated fiscal terms and applied for licences 12 Capital raising US$2.0 MM

3 Well log and seismic data acquired 13 CPR completed

4 Capital raising US$0.5 MM 14 Two year licence extension granted

5 Well log data interpreted (Phase 1) 15 London AIM listing

6 Capital raising US$0.78 MM 16 Farminee negotiations commenced (LOI)

7 Core samples and Phase 2 data acquired 17 Awarded five licences

8 Capital raising US$3.5 MM 18 Geochemical survey

9 Granted licences 19 Farminee(s) secured

10 Applied for licences

Source: FirstEnergy Capital, BPC Limited

Company Achievements to Date (2005 - 2009)
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3 BPC/Statoil undertakes environmental study (August)

4 BPC/Statoil acquire seismic

5 Completion of farminee deal on open licences

6 Application submission for three additional licences

7

8 Define and evaluate prospects

Source: FirstEnergy Capital, BPC Limited

Preliminary interpretation of Cay Sal seismic and prospects

Forthcoming 24 Month Activity Schedule
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Forecasted Capex Spend (2010) US($k)
2D Seismic on existing licences 150.00

Licence fee rentals 575.00

Corporate G&A 2040.00

TOTALs 2765.0
Source: FirstEnergy Capital, BPC Limited

defined work program. This will initially lead to the
acquisition of new 2D and 3D seismic over a proportion
of the acreage which will provide a much better estimate
of the resource potential.

Over the last four years BPC has processed some 7,000
km of seismic data, evaluated and processed extensive
geological and petrophysical data and digitized much
of the existing data using modern computer applica-
tions. BPC has also applied modern log evaluation for
calibration with cuttings and cores that was not possible
in 1986. At the same time, the Company has been
engaged on negotiations involving multiple farminees
for its original five licenced blocks which has led to a
paucity of newsflow.

In addition to this, 200 km of seismic was recently
acquired over the existing licence commencing in the
middle of June 2010, which will take approximately four
weeks to process. We consider this a positive develop-
ment that will serve as a catalyst for interested parties
already in the data room. BPC is utilizing the services of
Spectrum that is known to be experienced in seismic
acquisition off the west coast of Florida. In respect of the
farm-out process we understand that to date, there are
12 international companies drawn from 20 top tier
international E&P entities.

The Company has benefitted considerably from having
access to historical seismic data, logs and cores as far
back as 1947 which have been re-interpreted and
processed using modern seismic analysis software over
the last three years.

Newsflow will be driven by the Company’s commitment
to drill at least one well to a depth of 18,000ft before the
expiry of its five year exploration licence in 2012 to
qualify for a renewal of its first year exploration licence
term.

Strategy & Business Model
The Company’s strategy is focused on securing a
material interest in strategically prospective regions
within the partially explored offshore regions of the
Bahamas, where it can add significant value through its
comprehensive understanding of regional geology.

Given the high-risk high reward profile of the Company,
Management will seek to farm-down a proportion of its
acreage to well capitalized IOCs and NOCs to secure a
free carry through ensuing work programs. Capex spend
is not expected to be material for the next two years.

Valuation & Sensitivity

A Drop in the Ocean
Due to the early stage exploration nature of the Com-
pany, we have approached our valuation using a
number of methodologies that considers U.S. GOM tract
sales, an implied valuation from the Statoil farm-in deal
and asset sale transaction multiples. Our approach has
led us to advance a target price of £0.08 per share based
on the average of the implied value of the Statoil deal.
This target price represents a 115% premium to the
current share price. Given the early exploration nature of
the Company and level of uncertainty going forward in
respect of drilling schedules, we recommend BPC as a
Speculative Buy.

We believe this valuation to be conservative given that
we have assumed that the same indicative terms that
apply to the Statoil deal will be achieved for the remain-
ing five licence blocks. In our view, this is highly un-
likely given that the Statoil deal was reached during a
low point in the commodity price cycle. Furthermore, the
value of the seismic carry would likely be higher than
that considered within the US$30 MM in our assump-
tions and could range between US$30 MM and US$60
MM. Additionally, comparison with the Gulf of Mexico
sales may not be entirely representative given that in
some cases the GOM incurs not only higher royalty
payments but also tax payments, in contrast to the
Bahamas fiscal terms which have a lower sliding royalty
scale and no tax.

Statoil Farm-in 
deal (high)

US Gulf of 
Mexico

Asset 
Transaction 

Multiples

0 5 10 15 20 25 30 35

Share price

Statoil Farm-in 
deal (low)

Valuation Range Comparison  (p per share)
Source: FirstEnergy Capital
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Furthermore, we believe our
valuation to be conservative
for a number of reasons
given:
 Our exclusion to

consider more than a
single lead of which
BPC has 22 as high-
lighted by the CPR
across its five original
licences.

 Our exclusion to
consider acquisition of
the same level of
detailed seismic and
core data that would
equate to between
US$200 MM and
US$500 MM in today’s
current cost structure.

BPC offers investors an attractively priced vehicle to
participate in a proven multi-million barrel province
under more favourable fiscal terms than the Gulf of
Mexico or Cuba offers. For comparison purposes we
also present a summary of the NPV based on a single
300 MMBbl in-place discovery, as well as a comparison
against a high risk pure exploration play peer group.

Implied Transaction Approach (2.5p to 4.5p
Per Share)
In the absence of published information on the terms of
the deal we have attempted to determine the value of
the carry to BPC from the implied value of the Statoil
farm-in assumed carry on seismic costs of US$30 MM
and reimbursement of past back costs of US$2.0 MM
spent on the three blocks. Based on the expected
parameters of the deal we assume farm-down of
between 25% to 40%. We calculated the carry to BPC
from the Statoil deal reached in mid-2009 for the three
licences. Although, we considered seismic costs of
US$30 MM, the final cost of the seismic may be as much
as US$60 MM, serving to boost the value of our valua-
tion to between 4.5p and 8.6p per share for the total
working interest acreage.

Implied Value of Asset + Value of Carry + Cash Compo-
nent:
 Option 1: 25%

[(US$30MM *25%)/75% * 25% + US$30.0MM * 25%
+ US$2.0 MM]/ 75% *25% = US$12.0 MM

 Option 2: 40%
[(US$30MM *40%)/60% * 40% + US$30.0 MM * 40%
+ US$2.0 MM]/ 60% *40% = US$22.0 MM

This resulted in an equivalent range of 1.4p to 2.6p per
share indicating that at the current share price of 3.5p,
this would imply that the remaining acreage not farmed
out and which constitutes the bulk of the acreage is
contributing less than 1p per share. Based on this
implied valuation range determined for the three Cay Sal
licences, we applied the value across the total remaining
acreage. Applying this metric to the Company’s remain-
ing acreage we attain an overall share price range from
2.5p to 4.5p.

This approach assumes that the remaining four southern
licence and one northern licences will be farmed out
under the same terms as those reached under the Statoil
deal which we consider unlikely given the heightened
interest in the region.

Our second approach was to utilize industry transaction
multiples for 2P reserves. We again elected to use as a
base case a single lead having 300 MMBbl potential
under a farm-down scenario where BPC was left with
between 15% and 30% working interest. From a selection
of asset transactions outlined herein we derived mul-

Regional Asset Transaction (2006-2007)

Seller - Buyer Asset Summary

Transaction 

Value    

(US$ MM)

Proved 

Reserves 

(MMBbl)

Implied 1P 

Value 

US$/Boe

Proved & 

Probable 

reserves 

(MMBbl)

Implied 2P 

Value 

US$/Boe

Pyramid Petroleum Inc - Undisclosed 11 2.07 5.07

Eni SpA - Dominion Resources Inc 4,730 160 27 252.00 18.13

Energy XXI (Bermuda) Limited;  Energy XXI 

Gulf Coast Inc; - Pogo Producing Company 420 20 20 25.70 16.05

Callon Petroleum Company - BP plc 190 44.23 4.30

Pyramid Petroleum Inc - Undisclosed 7 0 22 1.38 5.07

Repsol YPF SA;  BHP Billiton Ltd;  Hess 

Corporation - Anadarko Petroleum Corporation 1,330 117.50 11.32

McMoRan Exploration Company - Newfield 

Exploration Company 1,100 55 20

BP plc - Occidental Petroleum Corporation 550 21 21

Itochu Corp - Range Resources Corporation 155 7 23

Tekoil & Gas Corporation - Masters 

Resources LLC 53 13 4

Undisclosed - PetroQuest Energy Incorporated 17 1 12

Average 18.63 9.99

Source: FirstEnergy Capital

Value Per Share (p/Share)
Equity Interest 30% 15%
Assuming no further dilution 0.31 0.16

Assuming a further 50% dilution 0.21 0.10

Assuming a further 100% dilution 0.16 0.08

Source: FirstEnergy Capital
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tiples based on 1P and 2P reserves assuming a single
commercial discovery at 30% working interest following
farm-down. In consideration of the implied value for
BPC, we assumed that the Company would have to
further dilute and we present a range of scenarios under
which BPC might meet its contribution to funding.

In the final valuation approach, we considered the
valuation based on equivalent block sales in the
Eastern and Central Gulf of Mexico given the equiva-
lent water depths, proximity to the Bahamas and the
fact that the acreage is within the same basin.

U.S. GOM Asset Sale High Low
U.S. GOM asset value (US$/acre) 276 182

Single Licence (100%) p/share 16.5 10.9

Single Licence (30%) p/share 4.9 3.3

Source: FirstEnergy Capital

Eastern Gulf of Mexico Leases 2002 

Source: MMS

BPC Comparative Acreage Against GOM

Source: BPC Limited

Implied Valuation from Asset Transactions (2006-2010)

GOM Sale 
Date

GOM 
Region

MMS 
Sale No.

Water 
Depth 

Range (m)
Sum of Bids 

(US$MM)
Number of 

Blocks
Royalty 
Rate (%) Acres

US$ MM/
per acre

Eastern 
Region

Central 
Region

Mar-00 Central 175 0-800 203,143,621 134 12.5% 766577 $265 $265

97,424,054 210 16.7% 997812 $98 $98

Dec-01 Eastern 181 1600+ 340,474,113 95 12.5% 547200 $622 $622

Mar-02 Central 182 200-1600 225,958,369 199 12.5% 1128858 $200 $200

137,252,098 307 16.7% 1422718 $96 $96

Mar-03 Central 185 0-1600+ 126,386,732 177 12.5% 1019520 $124 $124

189,144,497 384 16.7% 1780767 $106 $106

Dec-03 Eastern 189 1600+ 8,376,765 14 12.5% 80640 $104 $104

Mar-04 Central 190 0-1600+ 171,057,379 188 12.5% 1079468 $158 $158

197,706,103 369 16.7% 1717568 $115 $115

Mar-05 Central 194 0-1600+ 173,290,770 171 12.5% 961795 $180 $180

180,671,028 257 16.7% 1169945 $154 $154

Mar-05 Eastern 197 1600+ 6,974,531 12 12.5% 69120 $101 $101

Mar-06 Central 198 0-2000+ 409,196,420 200 12.5% 1147740 $357 $357

179,113,371 205 16.7% 952108 $188 $188

Oct-07 Central 205 0-2000+ 2,904,321,011 723 16.7% 3869701 $751 $751

Mar-08 Central 206 0-2000+ 3,677,688,245 615 18.8% 3323047 $1,107 $1,107

Mar-08 Eastern 224 800 64,713,213 36 18.8% 190297 $340 $340

Mar-09 Central 208 0-2000+ 703,048,523 348 18.8% 1883356 $373 $373

Aug-09 Central 210 0-2000+ 115,466,321 162 18.8% 924486 $125 $125

Mar-10 Central 213 0-2000+ 949,265,959 468 18.8% 2484106 $382 $382

Averages $276 $182 $294
Source: FirstEnergy Capital, MMS
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Our valuation considered the value of a single licence
block within the Company’s portfolio using a range of
average GOM tract sales. On the basis that the Com-
pany does not farm-down the equivalent value ranges
from 16p to 25p per share and on the basis that over the
next 12 months BPC will farm-down up to an assumed
equity position of 30%, would imply a valuation
ranging from 3.3p to 5.0p per share.

We also note that the U.S. GOM fiscal terms are not as
attractive as that offered in the Bahamas. Furthermore,
BPC’s comparative acreage map highlights the
Company’s equivalent acreage position transposed
within the Eastern Gulf of Mexico (GOM), underscoring
the extensive acreage position that the Company has
established over the last three years which is equivalent
to approximately 640 U.S. GOM blocks. For these
reasons we believe this valuation is conservative.

Comparable Peer Group
While the previous valuation approaches provide an
estimate valuation based on multiples, we elected to

present the valuation against a
selected peer group covering
Falklands and Sub-Saharan
Africa. We compared the current
enterprise value and acreage
positions of BPC against compa-
rable pure play peers operating
in frontier basins within a
similar capital intensive cost
environment.

Our comparison of pure explora-
tion plays highlights the value
that the market assigns to those
companies with near-term or
active drilling programs. Given

that BPC is still some time away from drilling and
somewhat further than other comparable exploration
players it does not come as a surprise that little value is
assigned to BPC’s extensive acreage. We consider that
this represents an opportunity to secure a position in a
stock that will benefit from momentum over the medium
to longer term. Note, within our comparable universe
we have excluded the contribution from Rockhopper
given the Company’s reported discovery in the North
Falkland basin and therefore no longer qualifies under
our exploration play definition.

Furthermore, our average across the valuation multiple
metric approaches excludes the peer group multiples
based on net acreage and net resources as the sub-set
included players that either have a reported discovery
(Rockhopper) or are closer to drilling than BPC (Domin-
ion & Falklands O&G). Our analysis yielded an average
multiple of 180 EV/net risked resources and EV/net
acreage of 1.29 for the peer group, representing a
multiple of BPC’s current EV. We note however that in
the majority of instances among our peer group, compa-
rable companies are all currently drilling or closer to
drilling on their licences than BPC.

DCF Approach
In an effort to provide guidance on project economics
we considered success on a single block of 300 MMBbl
oil-in-place resources. Although BPC holds 100%
working interest across many of its acreages, we
considered that it will most probably resort to farming
down a proportion of its acreage to a more experienced
and better capitalized larger entity. Under this scenario
we assumed a net working interest of 10% and given the
early exploration phase of development and the lack of
new seismic acquisition over the acreage we considered
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a chance of success of 5%. We derived an NPV per
valuation which we derived from a mid-range of NPV
over a range of variable capex field development
scenarios yielding an NPV/Bbl for a 300 MMBbl oil-in-
place resource base. We also assumed that following
farm-down and potential dilution from subsequent
capital raises the Company could be left with 10%
equity interest.

Capex estimates were based on equivalent GOM and
North Sea facilities costs of US$22/Bbl for oil develop-
ments and US$11/Boe based on an equivalent 300
MMBbl (1 Tcf gas field) and considered just one of the
many leads across the asset portfolio. We also used an
OECD discount rate of 10% to reflect the stability of the
political regime and its geographic locality and consid-
ered a 25 year lifecycle production profile. Given the
propensity for heavy oil in the region adjacent to Cuba’s
heavy oil belt, we considered a 20% discount to our
long-term oil price (US$120/Bbl).

To reflect the impact to our discounted cash flow
approach we studied the variations to our valuation for
changes in the discount rate ranging from 8% to 12%, as
well as the resource break-even threshold.

Fiscal Terms
The Company benefits from some of the most attractive
fiscal terms globally with a sliding royalty scale and no
tax. This fiscal regime underpins robust economics that
could make even a modest discovery commercially
viable.

In comparison with the fiscal terms in the Gulf of
Mexico, where royalty rates have been revised up-
wardly in 2007 from 12.5% to 16.67% for deep water
prospects production is further subject to federal taxes
in addition to bonuses and rentals. In Cuba, the fiscal
terms are known to operate under a PSC structure and
apply a 30% tax rate and the operator must sell back the
assets to the National Oil Company at negotiated
prices. The Bahamas does charge licence rentals at an
annual rate of US$0.92 per acre, however, this charge is
an allowance deduction from royalty payments.
Furthermore, we also note that there is no government
back-in.
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BPC Fiscal Terms (Bahamas) Royalty Rate (%)
Gas Uncapped 12.50%

Oil Production Volume (Bbl/d)

0 75000 12.50%

75000 150000 15.00%

150000 250000 17.50%

250000 350000 20.00%

350000 25.00%

Source: FirstEnergy Capital, BPC Limited

Capital Raising History, Structure and
Shareholders
The Company was incorporated within the Bahamas in
2005 and in September 2008, BPC, through a reverse
takeover commenced trading on AIM.

Required Economic Resource Threshold (NPV10)
Estimated Gross 

Development 
Capex (US$MM)

Gross 
Development 

Capex US$/Bbl

Resources 
Required 

(MMBbl)/TCF
NPV/Bbl 

(Oil)
NPV/Boe 

(Gas)
1.5 17.0 42.6 16.6 -

2.0 22.7 52.1 13.0 -
2.5 28.4 61.6 9.3 -

0.8 8.9 0.30 - 3.80

1.0 11.1 0.40 - 2.05
1.2 13.3 0.51 - 0.33

Source: FirstEnergy Capital

Variation in Discount Rate with Resource Threshold

Discount Rate 
(%)

NPV/Bbl 
(Oil)

Resources 
Threshold 

MMBbl (Oil)
NPV/Boe 

(Gas)

Resources 
Threshold 
TCF (Gas)

8% 17.3 48.9 3.2 0.37

10% 13.0 52.1 2.1 0.40

12% 9.6 55.3 1.1 0.44

Source: FirstEnergy Capital
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BPC Principal Shareholders (June 2010)
Shareholder Shares % Holding

RAB Capital Special Situations 128,492,663 15.0%

Legal & General Investment Management 61,109,220 7.1%

Alan Robert Burns 44,864,997 5.2%

Rowan Dartington & Co. 42,286,549 4.9%

Gartmore Investment Management 40,825,428 4.8%

JM Finn Clients 39,965,945 4.7%

Eden Group 39,879,997 4.6%

Blackrock Investment Management 37,817,239 4.4%

Petroleum Geosc Intern'l &PetrexAsia Consulting 33,004,136 3.8%

Total 468,246,174 54.5%

Source: FirstEnergy Capital, BPC Limited
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Seismic Acquisition and Drilling Cost Estimates
Exploration Activity US$ Unit Base

2D seismic acquisition, deep water 2,000 per km

2D seismic acquisition, banks 5,000 per km

3D seismic acquisition, deep water 12,000 per km2

3D seismic acquisition, banks 5,500,000 per calendar quarter

Well in 15m water depth to 6,000m TD 50,000,000 dry hole basis

Well in 450m water depth to 6,000m TD 72,000,000 dry hole basis

Source: FirstEnergy Capital, BPC Limited

The current number of shares in issue is 859,482,698
MM as at June 2010 and the percentage of shares is
approximately 11.2%. Management at present holds no
options, although 7.9 MM options at a strike price of
4.55p have been issued.

Capital Raising History
To date, the Company has raised a total of approxi-
mately US$16.8 MM of which slightly in excess of
US$12.5 MM has been spent on data acquisition and
reprocessing of existing seismic data, licence procure-
ment and technical work programs. A detailed break-
down of its capital raising history is shown below. The
Company’s current cash balance stands at approxi-
mately US$4 MM.

Risks and Mitigants
While there is limited downside to the potential oppor-
tunity for BPC, we have attempted to capture the extent
of exposure to economic, geopolitical, geological and
financial risks that the Company may encounter over
the mid to near-term and offer our views on some
factors that may serve to mitigate or negate the impact of
the risk.

Licensing & Acquisition Opportunities
Given that BPC is a junior player it could be argued that
given its size the Company is unable to prosecute a
work plan given the capital intensive nature of the
development program and that allocating more acreage
to BPC could only delay the resource commercialization
given the extensive time for the farm-out process.

In order to meet its work programme commitment by
April 2012 and to secure more acreage, BPC must be
seen to be delivering on its existing acreage in respect of
undertaking its commitments within the stipulated
licence period. Attracting interest from well capitalized
and experienced IOCs and NOCs will be key in this
regard.

The need for the Bahamas to develop a new refinery
with a capital investment of US$2 billion and refining
capacity of 500,000 Bbl/d will likely involve a major or
NOC and could result in investment in infrastructure
projects being linked to licence awards.

The length of time needed to secure a farm-in partner
could result in BPC requesting an extension to its
existing licences or at worst having to relinquish the
acreage. One of the key determinants of the success of
this will be how rapidly BPC secures the Bahamian
government approval of the licence application process
which has taken almost a year for the Statoil deal since
it was first signed and has yet to be completed.

Financial
Following the farm-out of its Bahamas acreage to Statoil
in Q2 2009, BPC is still awaiting the capital and closure
of the transaction. To alleviate this, BPC recently raised
money for working capital purposes. We believe the
Company may need to raise further capital to support
work programs that may not be covered within current
or subsequent farm-out agreements. We also note that
under the terms of the government’s Petroleum Act, an
inability of the Company to meet ongoing capital spend
requirements could lead to incurring 50% of the capex
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shortfall in cash to the government. However, this will
not be seen a factor in the existing licences as the work
commitment has been satisfied and the surety bond
released back to BPC.

Security and Geopolitical
We understand that while international maritime
borders between both the U.S. and Cuba have been
agreed, the demarcation of the international border
between Cuba and the Bahamas is yet to be finalized,
although we note that a 12 mile exclusion zone has been
established for some years. Both countries have ratified
the 1982 UNCLOS (UN Convention Law of the Sea) and
their baselines have been submitted to the U.N. BPC
successfully acquired seismic data (June 2010) up to the
1982 UNCLOS median line and EEZ boundary, with full
knowledge by the Cuban authorities at the highest
ministry levels.  We consider that the success of the
recent seismic survey demonstrates the cooperation
between the two governments in furthering exploration
in the region.

Fiscal and Economic
The attractive terms offered by the Bahamas are among
the best globally, however, the potential nevertheless
exists that in the event of a commercial discovery and
dependent upon the size of the discovery, the govern-
ment may alter its fiscal terms, thus raising the economic
resource threshold.

Environment
The Bahamas remains heavily dependent upon tourism
as one of its principal sources of income and any subse-
quent environment approval process could be involved
while exploration activity in the Bahamas could raise the
interest levels of environmental groups in neighbouring
U.S. and internationally. We also note that conversion
from exploration licence to 30 year production licence on
a commercial discovery requires the approval of an
environmental and field development plan, any delays
or lengthy approval process will be adverse for project
economics. Indeed, U.S. based environmentalist groups
have raised concerns over oil industry access to Cuba on
account of potential pollution to the Florida coast and
Everglades. This is particularly relevant given the recent
BP/Transocean disaster in the U.S. Gulf of Mexico.

Geological
To date, the CPR has been unable to provide an estimate
of the geological chance of success due to paucity of
seismic data over the acreage and the prospect of a low
geological chance of success remains a potential risk

with a low GCOS impacting the prospectivity. We also
note that although the CPR identified BPC’s estimate of
22 leads following re-interpretation and remodeling,
this still needs to be confirmed by further seismic.
Although the seismic data presents a strong case for a
working hydrocarbon system, no hydrocarbons have yet
been produced from the Bahamas.

Furthermore, given the proximity to Cuba which is
known to have produced heavy oil at deeper intervals
from its northern heavy oil trend having characteristics
of 10°-14° API containing sulphur containments, oil
quality degradation could impact the project economics.
However, we note that within the regional geology no
heavy oil has been encountered at depths below 3,500m.
A positive for BPC is that the fold belt is outboard of the
Cuban oil fields and would be structurally deeper,
hence distant from any potential biodegradation.

This issue is highlighted on the analogous southern
Florida Sunniland trend with characteristics of 2%-4%
sulphur with API ranging from 21°-28° API and low
GOR of 85 Scf/StBbl.

The last CPR undertaken in 2007 by the Company
highlights the geological risks to be:
 The presence of an economically viable reservoir-

seal couplet.
 Maturity of source rocks having sufficient thickness.
 The presence of stratigraphic or structural traps

either individually or in combination.

Commodity Prices
Given BPC is a pure exploration play we would expect
that the share price would remain defensive under
fluctuating commodity prices. This has been borne out
over the last 18 months during the precipitous fall in
commodity prices.

BPC Management

The Board comprises of two Executive Directors and two
Non-executive Directors. The Company has assembled a
team that draws technical and operational expertise
and that benefits from strong relationships in the
Bahamas that has helped the Company secure its
licence permits. The combined experience of the board is
over 100 years and brings an exemplary track record of
achievements in the upstream oil and gas sector and
delivery on investor expectations. Personnel levels are
kept to a minimum to avoid excessive overheads and the
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Company maintains offices in the UK (Isle of Man) and
Nassau (Bahamas).

BPC also has access to a number of U.S. based consult-
ants that has unparalleled expertise in Jurassic-Creta-
ceous tectonic reservoirs such as the Bahamas, Golden
Lane and Poza Rico fields in Mexico in addition to Iran
Iraq Saudi Arabia and UAE. The team also has field
expertise gained from Cantarell, Gwahar and Arzannah
fields.

Alan Robert Burns – Chairman & Chief
Executive Officer
Alan Burns has been actively involved at senior levels
in the oil and mining industries for over 35 years. In
this period, Alan has been a Chairman, Managing
Director and founder of companies that have partici-
pated in the exploration and development of onshore
and offshore oil and gas fields internationally. Alan
was also the founder of Hardman Resources Ltd of
Australia, retiring as Chairman in 2006. Hardman
Resources Ltd was acquired by Tullow Oil Plc, an
international oil company, for approximately £650 MM. 
Hardman was responsible for the first commercial oil
discoveries in Mauritania and Uganda. Alan has also
been the founder of other international oil companies
and retained substantial private oil interests, and is a
founder of the BPC Group.

Dr. Paul Daniel Crevello – Chief Operating
Officer
Dr. Paul Crevello has 32 years experience in U.S.
domestic and international exploration in over 40
countries. He has received graduate degrees from the
University of Miami and Colorado School of
Mines.  Paul joined Marathon Oil Company in 1978,
where he directed worldwide carbonate geologic
exploration research.  In 1994, he started the first
university petroleum studies in SE Asia, U. Brunei, and

in 1997 founded Petrex Asia. As Managing Director, he
developed Petrex Asia into the leading geologic explora-
tion consulting firm in SE Asia, with exploration inter-
ests extending to the Gulf of Mexico, Italy and North
Africa. Paul has received numerous awards and distinc-
tions from international societies for authorship and
invited papers on carbonate and sandstone reservoirs,
AAPG International Distinguished Speaker, Chairman
of Joides Ocean Drilling Program (ODP) and numerous
ancillary societies.

Michael Joseph Proffitt – Non-executive
Finance Director
Michael Proffitt is a Fellow Chartered Accountant of
England and Wales and the former Chairman of
Barclays Private Clients International and has substan-
tial energy related experience. Michael is well known in
the Bahamian business world having been instrumental
in a number of major successful tourism and hotel
developments in the Bahamas and throughout the
Caribbean. He also has business affiliations in the City
of London. 

Dursley Stott O.B.E. – Non-executive Director
Dursley Stott is considered to be one of the most experi-
enced members of the Manx finance sector and has
played an important part in the Isle of Man’s financial
growth during the last 50 years. Dursley joined The
Stock Exchange in 1962 and later became a Fellow of
The Securities & Investment Institute.  He became
Chairman of R. L Stott & Co, Stockbrokers in 1986 and
was formerly Chairman/Director of the local board of
Sun Alliance Insurance Company Limited, Barclays
Unicorn (Isle of Man) Limited, Isle of Man Steam Packet
Company, Sefton Hotel and many others, a number of
which were AIM and fully listed.  Dursley is currently
an Investment Consultant with local firm Ramsey
Crookall & Co, Limited, Members of the London Stock
Exchange.

Note: Forecasted financial statements are not included at this
stage given that the Company currently does not have any
near-term production and capex spending is neglible.
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Appendix A: The Unlocking of Cuba – Havana Go
Country  Reserves (BnBbl)

Venezuela 79.70

Mexico 12.35

Brazil 11.70

Cuba 4.60

Ecuador 4.50

Argentina 2.47

Colombia 1.45

Peru 1.00

Trinidad & Tobago 0.79

Cuba 0.75

Source: Institute for Cuban American Studies, BP Statistical Review  World Energy

The level and pace of recent exploration activity in the
region has been largely driven by its closet neighbour,
Cuba. However, given the proximity to BPC’s licences
and Cay Sal block located only 150 km from Cuba
North East coast, there is much geological similarity to
draw parallels. The southern Bahamas fold belt is part
of the circum-Caribbean plate boundary, or collision
zone, which extends from the Greater Antilles to the
Mexican Sierre Madres.

With the exception of Trinidad and Tobago which is
the largest oil producer in the Caribbean, most Carib-
bean islands including Cuba and the Bahamas are net
energy importers. The majority (at least over 50%) of
Cuba’s oil is imported from Venezuela which it benefits
from a close relationship where the island receives
around 100,000 Bbl/d on favourable terms. In 1999,
Cuba had 22 exploration contracts with international
oil companies. Due to falling production, Cuba has
been increasing efforts to attract oil companies to
explore for oil and gas to boost its reported consump-
tion level of 38,000 Bbl/d, representing a quarter of its
demand. Cuba is in dire need of capital investment for
ports and refineries, although PdVSA is understood to
be contributing significant capital.

The country has claims to two major producing re-
gions, Northern Province, characterized by strati-
graphic traps and which is part of the Florida-Baha-
mian Plate, while the Southern Cuban Province, part of
the Caribbean Plate covers an area of 60,000km2, is
characterised by a number of Cretaceous Tertiary
basins. The quality of the oil in the Northern Province
is characterized by low gravity high sulphur crude
together with natural gas in the upper Cretaceous
plays while the Southern Province has seen little if any
significant exploration success. The quality of the
crude typically ranges from 8°-18° API with a high
sulpur content and typically has low recovery rates of
only 7%. The heavy oils are believed to be biodegraded
because of shallow burial and mixing by meteroic
waters percolating through the complexly faulted over-
thrust.

Cuba’s acreage within the Gulf of Mexico Exclusive
Economic Zone (EEZ) is divided into 59 blocks of 2000
km2 each along international agreed maritime borders
between Mexico and the U.S. at an average depth of
2,000m to 4,000m, and where the future of the country’s
oil and gas sector is considered to reside. Cuba has two
refineries but neither has the conversion capacity nor
the ability to process heavy crude, and as a conse-

quence the heavy oil is directly used for power genera-
tion and mineral and cement industries.

According to the Energy Information Administration and
US Geological Society, Cuba could rank as the fourth
largest South American country at 4.6 BnBbl and 9.8 Tcf
based on undiscovered resource estimates from the
North Cuba basin.

Local Cuban E&P Operators & Near-Term
Newsflow
Of the operators in the region, China’s Sinopec has
established a presence in Cuba’s north shore, offshore
Santa Cruz del Norte. Most recently, ONGC Videsh
which is active in six offshore blocks is considering an
investment into Cuba’s refining sector, along with Statoil
and Repsol. PdVSA has also recently helped to expand
Cuba’s refining capacity. There are known to be five rigs
operating along the 80-mile northwest heavy oil belt
between Havana and Matanzas where the majority of the
country’s production comes from. To date, Cuba has
awarded 20 offshore block representing five concessions
to a range of NOCs and IOCs that includes:
 Petrobras ( Gulf of Mexico)
 Sinopec
 Repsol, ONGC Videsh and Statoil ( joint venture

multi-well programme)
 NorskHydro
 ONGC
 Petronas, Vietnam’s PetroVietnam
 PdVSA

At the junior end of the market, Canada’s Sheritt held
material working interest on near offshore development
blocks while Gold Oil continues to negotiate for acreage.
Canadian listed Sherritt remains one of Cuba’s best
performing operators producing approximately 31,200
Bbl/d in 2008 since in established operations in 1992.
The Company now holds equity interests ranging from
40% to 100% across seven assets located along Cuba’s
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Cuba’s Gulf of Mexico Deepwater Acreage

Source: Oil & Gas Journal, Argus Petroleum
Source: Oil & Gas Journal, Argus Petroleum

Northern Province coastline. Sherritt has invested in
infrastructure with gas capture project for power genera-
tion projects.

Cuba’s attempt to diversify its interest away from sole
dependency on Venezuela has led the country to encour-
age interest from CNPC / Sonagol Gazprom and
Zarubezhneft into negotiating deals as recently as 2009
to explore for oil in Cuba’s Exclusive Economic Zone
(EEZ) within the Gulf of Mexico acreage that covers
112,000 km2. Zarubezhneft has been granted exploration
licences by Cuba that are immediately south of BPC’s
southern licences and the Cay Sal application area.

Near-Term Newsflow
Most of Cuba’s exploration activity has concentrated
onshore to date, and given the capital intensive environ-
ment that characterizes offshore Cuba drilling, it is not
surprising that the players that are increasingly being
attracted to this acreage are mostly NOCs. To date, only
one offshore exploration well has been drilled within
Cuba’s heavy oil. The offshore well, drilled in 2005 by
Repsol and partners ONCG and Statoil, reportedly
found light gravity oil.  The region is seeing considerable
interest over the last two years with the Russian state
energy company, Zarubeshneft, as part of a consortium
including Gazprom, Rosneft, Lukoil and TNK-BP
signing four exploration licences in late 2009 with Cuba
Petroleo (CubPet) to explore for oil in the Deep Cuban
basin on the country’s northern oil province.

PdVSA had also planned to spud its first exploration
well in Cuba’s Gulf of Mexico Exclusive Economic Zone

(EEZ) during 2010. A consortium of oil companies to
include ONGC, Statoil and Repsol had previously
planned to spud a well in mid-2009, but this has been
postponed possibly to occur during 2010. It has been
expected that the group led by Repsol is in preparation to
drill in Cuban waters this year.

National Oil Companies to include Chinese National
Petroleum Corporation (CNPC) are also known to be
seeking exploration licences and are reported to be
negotiating four areas in the northwest of Cuba. Of the 59
blocks available within its Gulf of Mexico acreage, Cuba
has already leased 15 with the prospect of another 23 to a
range of Chinese, Russian and Angola NOCs. Brazil’s
Petrobras is also rumored to be close to finalizing a deal
with Cuba this year with seismic on a block on Cuba’s

Cuban Gulf of Mexico Bathymetry

Source: BPC Limited
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Stratigraphic and Structural Cross Section Showing Source Intervals

Source: BPC Limited

Principal Cuban Oil & Gas Players
Block Operator Working Interest (%)

N25-29, N36 Repsol 40%

Statoil (Norsk Hydro) 30%

ONGC 30%

N16, N23-24, N33 Sheritt 100%

N34-35 ONGC 100%

N44-45, N50-51 Petronas 100%

N53-54, N58-59 PdVSA 100%

Source: Institute for Cuban American Studies
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northern coast. Although the extent of the commitment is
not clear given the capex intensive demands on the
Company’s interests in Brazil. We believe that this near-
term exploration licence will spur greater interest in
BPC’s Bahamas acreage given the proximity to Cuba but
with much greater geopolitical stability and more
favourable fiscal terms.

The stratigraphy of the Great Bahamas Bank and in
relation to the proximity to Cuba’s northern heavy oil
belt is shown herein.

Previous Cuban Exploration Activity
Oil and gas exportation in Cuba commenced with the
discovery of the Motembo field in 1881, and since then
25 major oil fields have been discovered.

Since the 1960’s political pressure over the last 37 year
trade embargo following expropriation of U.S. owned
refineries in 1960 has had a pronounced impact on
exploration activity. Efforts from exploration were poor
leading to the region being largely overlooked until
Russian assistance during the 1970s with the discovery
of the Varadero field, which today supplies 40% of the
country’s total production. Cuba has attempted to attract
companies for exploration in-country post 1990 since the
fall of the Soviet Union, offering a total of 33 offshore and
onshore blocks to foreign oil companies through a PSA
contract.  The early entrants included Talisman as well
as Sherritt and over a decade production has more than
doubled and during which the region has witnessed
over a US$1 billion capex programme. The late 1990s
saw the entrance of Petrobras only to drill a dry hole in
their first offshore wildcat in Cuba’s north basin.

Interest in Cuba intensified with the discovery by Repsol
and Cubpet of five fields categorized as high quality,

which led to a reclassification of Cuba’s potential
resources (4.6 BnBbl and 9.8 Tcf) according to the
USGS. A subsequent joint venture between ONGC,
Statoil and Repsol with deep water experience was
formed.

Cuban production has more than tripled from 1991
and now stands at approximately 50,000 Bbl/d with
the greater proportion of production and the remaining
reserves of 1 BnBbl sourced from the Varadero, Puerto
Escondido, Boca de Jaruco fields. Cuba has little
natural gas production at only 17.7 Bcf annually
compared with Trinidad and Tobago’s 490 Bcf (2002)
on account of the reservoirs not being a source of dry
non associated gas with the only gas produced from
Varadero field flared.

Sherritt remains Cuba’s principal producer with the
NOCs only now undertaking seismic studies. The
current principal players within the Cuban Oil & Gas
sector are summarized herein.

The gulf between Cuba’s domestic production and its
demand is highlighted herein which shows a demand-
supply gap of some 100,000 Bbl/d which is currently
met by imports from Venezuela under favourable terms
in return for Cuban services.
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Appendix B: Proposed Asset Ownership Structure

BPC Limited

Incorporated in The 
Bahamas

Bahamas Offshore 
Petroleum Limited

Incorporated in The 
Bahamas

Island Offshore 
Petroleum Limited

Incorporated in The 
Bahamas

Privateer Petroleum 
Limited

Incorporated in The 
Bahamas

BPC Limited

Incorporated in Isle 
of Man

4 Southern Licences

Bain Licence
Cooper Licence

Donaldson Licence
Eneas Licence

Miami Licence 3 Cay Sal Licences

Islamorada Licence
Zapata Licence

Falcones Licence

Source: BPC Limited

Appendix C: BPC Organizational Structure

Alan Burns
Chairman & CEO

Dr Paul Crevello

COO

Michael Proffitt

Non Executive 
Finance Director

The Board

Dursley Stott

Non Executive 
Director

Bahamas Personnel

Jerome Gomez – Registered Agent
Idris Reid – Resident Manager

Sean McWeeney – Senior Counsel
Philip McKenzie - Licensing

Tara Musgrove

Executive Assistant

Source: BPC Limited
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Appendix D: Cuban Licenced Blocks
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Travis K. Inlow Associate, Corporate Finance +44.0.207.448.0215 tkinlow
Hugh R. Sanderson Managing Director, Corporate Finance +44.0.207.448.0202 hrsanderson
Majid Shafiq Managing Director, Corporate Finance +44.0.207.448.0226 mshafiq
Derek A. Smith Associate, Corporate Finance +44.0.207.448.0203 dasmith

Acquisitions & Divestitures Title Direct Email@firstenergy.com
Rolf E.G. Bakker Vice President & Director, Acquisitions and Divestitures +44.0.207.448.0225 rebakker
Mark W. Llamas Managing Director, Acquisitions and Divestitures +44.0.207.448.2224 mwllamas
Paul P. Bannister Associate, Acquisitions and Divestitures +44.0.207.448.0241 ppbannister

Administration Title Direct Email@firstenergy.com
Marcia C. Manarin Financial Controller +44.0.207.448.0229 mcmanarin
Adrian Penny Chief Operating Officer (UK) +44.0.207.448.0207 apenny
Moya C. Wooder Office Manager +44.0.207.448.0204 mcwooder



The information contained herein is for information purposes only and is not to be construed as an offer or solicitation for the sale or purchase of securities. While the
accuracy or completeness of the information contained in this document cannot be guaranteed by FirstEnergy Capital, it was obtained from sources believed to be
reliable. FirstEnergy Capital and/or its officers, directors and employees may from time to time acquire, hold or sell positions in the securities mentioned herein as
principal or agent.  FirstEnergy Capital (USA) Corp., a member of the Financial Industry Regulatory Authority, is a wholly owned subsidiary of FirstEnergy Capital
Holdings Corp. and operates as a Broker-Dealer in the United States.
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