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GED Price relative

Rating CORPORATE 

Target price (p) 169 

Current price (p) 89.5 

Shares outstanding (m) 35.4 

Market cap (£m) 31.7 

EV (£m) 41.7 

Sector Oil & Gas 

Reuters/Bloomberg GED 

52-week range 42.5-96 

 
 

Year-end Dec (US$) 2009A 2010E 2011E 

Revenue (m) 22.2 34.2 87.5 

Operating profit (m) 4.1 12.6 52.6 

Pre-tax profit 2.7 11.5 51.3 

Net income (m) 0.7 8.1 33.9 

EPS (p) 1.3 13.8 57.9 

Op. CF post tax (m) 6.5 16.7 52.9 

Capex 6.1 19.9 45.5 

Production (bopd) 1,097 1,459 3,474 

Brent Price ($/bbl) 62.0 75.0 80.0 

 

ROUTE MAP FOR COLOMBIA VALUE 

Global has put forward its three-year, 13-well, plan to realise 
value from its large reserve base. The programme looks feasible, 
operationally and financially, and now the company must execute 
in order to demonstrate the latent value within the portfolio. We 
are raising our TP from 149p to 169p. 

• Strategy Plan for 2010–12 is Global Energy’s (GED) most ambitious 
programme so far. GED has 2P oil reserves in Colombia and Peru of 
147mmbbls, yet just 4% of these reserves (on the Rio Verde licence) provides 
53% of current production. Over 79% of the reserves lie in the Bolivar and 
Bocachico licences in Colombia’s Magdalena Valley, but GED still has work to 
do to fully demonstrate the substantial commercial production potential of 
these two licences. In late 2009 GED carried out a complete review of its 
assets, and this has resulted in the new three-year plan, which consists of 13 
wells with estimated capex of about $110m (including contingencies). The 
company anticipates that the full three-year plan can be achieved entirely 
using operating cashflow, but a decision to accelerate the programme or other 
factors could result in GED looking for financing alternatives. 

• Phase 1 – 2010/11 – Rio Verde licence cashflow. In 2010, GED plans to drill 
two or three wells on the Rio Verde licence. The first well, Rio Verde-2 (an 
exploration well, but close to the producing Boral-1 well) is expected to spud 
imminently and we anticipate that this will be followed by development wells on 
the nearby Tilodiran field. GED believes that production from each of these 
wells could be around 750 bopd (net). We are more cautious on well 
deliverability and production start-up times, but still we think that average 
production for 2010 should be around 1,460 bopd (up from 1,100 bopd in 
2009). In 2011 there should be three further wells, which we expect to result in 
average production of nearly 3,500 bopd in 2011. 

• Phase 2 – 2012 – Bocachico/Bolivar reserve focus. The plan proposes 
seven wells on the Magdalena Valley licences in 2012. Both licences currently 
have proven and probable reserves and limited current production. While there 
should be a further uplift in average production from these wells, we think the 
greatest benefit would come from a demonstration of geological understanding 
and the ability to convert that into consistent, meaningful new production.  

• Raising TP from 149p to 169p. We have now refined our anticipated 
production profile for Rio Verde, which has cut our forecast for 2010, but has 
led to higher levels in 2011 and 2012 than we previously anticipated. Our long-
term Brent oil price assumption has also increased from $70 per barrel in 
November (when our GED initiation was published) to $80 per barrel now. As 
a result our TP increases from 149p to 169p.  
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DISCUSSION & VALUATION 

Global Energy is at the start of a very exciting schedule, designed to realise 
meaningful market value from its reserve base. The company, along with its reserve 
engineers, Ralph E Davis, has devised a programme that could be accomplished 
entirely from current cash and operating cashflow. We note, however, that this may 
be tight, especially in 2010, which we see as essentially a cashflow-neutral year. 
Hiccups in well deliverability or production timing could impact the operating 
cashflow, and so, to maintain the pace of the programme, alternative external 
financing remains an option. 

We see the 2010 and 2011 drilling programmes (excluding the Bretana well) as 
providing low-risk cashflow generation opportunities. Assuming the company 
delivers on this (timing, costs and production), we believe that that part of the 
programme alone should have a significant impact on the company’s market visibility 
and stock rating. The bigger prize is for this cashflow to provide the foundation for a 
very busy drilling programme in 2012 on the main part of GED’s reserve base (in the 
Bolivar and Bocachico licences). We see this phase as medium risk but high 
potential. While cashflow generation should remain important throughout the 
process, we think the primary task in 2012 will be to convert the large probable and 
even possible reserve base into proven and probable reserves and properly 
demonstrate the commerciality of these reserves. 

Figure 1: Three-year Plan Drilling Timetable 

Source: Matrix Corporate Capital 

Our previous valuation and TP of 149p was based only on our ‘core’ valuation, which 
included projected development of the Rio Verde licences, together with only current 
production from the other licences. We have now refined our anticipated production 
profile for Rio Verde and this has cut our production forecast for 2010, but increased 
our 2011 and 2012 forecasts. Our long-term Brent oil price assumption has also 
increased from $70 per barrel in November (when our GED initiation was published) 
to $80 per barrel now. We have not included the projected increase in production 
from Bocachico and Bolivar from 2012 in our ‘core’ value, as we believe the outcome 
is still uncertain. The vast majority of reserves in these licences remains in the 
‘upside’ value. 

The effect of the production forecast adjustments and our increased oil price 
assumption raises our ‘core’ value and TP from 149p to 169p. 
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There is still considerable additional potential in the 2P reserves in Colombia and 
Peru that is not yet commercially proven. Consequently, we classify this as ‘upside’ 
and do not include it in our target price. 

Figure 2: Global Energy Development Valuation 

Licence Field Modelled Net WI Pot. net NPV(10) Potential Chance of Risked Risked Risked Unrisked

  reserves post royalty WI res. WI net unrisked success NPV NPV NPV NPV

  (mmbbls) (%) (mmbbls) ($/bbl) value ($m) (%) ($m) (£m) (p/share) (p/share)

Alcaravan Estero  0.59 88% 0.52 11.6 6.0 100% 6.0 3.7 10 10 

Rio Verde Tilo/Boral 7.87 92% 7.24 19.1 138.0 80% 110.4 66.9 174 218 

Bolivar Buturama 0.03 80% 0.03 0.8 0.0 100% 0.0 0.0 0 0 

Bocachico Torcaz 0.06 80% 0.05 10.9 0.5 100% 0.5 0.3 1 1 

Los Hatos  0.08 92% 0.08 18.3 1.4 100% 1.4 0.8 2 2 

Core' assets  8.55  7.83 144.6 118.4 71.7 187 230 

Cash @ 31/12/09   3.1 100% 3.1 1.9 5 5 

Options   2.4 100% 2.4 1.5 4 4 

Debt @ 31/12/10   -16.6 100% -16.6 -10.1 -26 -26 

 'Core' value   107.3 65.0 169 213 

     

Bolivar   50.4 80% 40.4 5.3 212.1 20% 42.4 25.7 67 335 

Bocachico   73.6 80% 58.9 5.3 309.3 20% 61.9 37.5 98 488 

Peru - Block 95 Bretana 21.0 50% 10.5 5.3 55.2 10% 5.5 3.3 9 87 

 'Upside' value   109.7 109.8 66.5 173 910 

     

Total value   217.1 131.6 343 1,123 
 

Source: Company data; Matrix Corporate Capital  
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FINANCIALS 

Figure 3: Income Statement 

 2008A 2009A 2010E 2011E 2012E 2013E 2014E 2015E

Net production post royalty (bopd) 1,200 1,097 1,459 3,474 3,210 2,368 1,906 1,626

Actual net post royalty production (bbls) 438,007 401,700   

Net production post royalty (bbls) 431,857 400,241 532,389 1,267,849 1,171,630 864,492 695,531 593,597
         

Oil price  98.5 62.0 75.0 80.0 80.0 80.0 80.0 80.0
           

Total revenue post royalty, transport 32.8 22.2 34.2 87.5 80.8 59.6 48.0 40.9
         

Actual production costs ($m)    

Total production costs ($m) 9.1 8.2 9.6 12.4 12.6 11.3 9.5 9.1
          

Other income 0.1 0.2 0.0 0.0 0.0 0.0 0.0 0.0

Other income correction 0.0   
         

Expensed exploration 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
         

Total G&A 6.3 4.4 4.5 4.7 4.9 4.9 4.9 5.4

Cash 6.1 4.2 4.5 4.7 4.9 4.9 4.9 4.9

 - Increase -31% 5% 5% 5% 0% 0% 0%

Share based payments 0.2 0.2 0.0 0.0 0.0 0.0 0.0 0.5
         

EBITDA 17.5 9.7 20.1 70.4 63.3 43.5 33.5 26.5
         

Total DD&A ($m) 6.4 5.6 7.5 17.8 16.5 12.1 9.8 8.3

DD&A ($m) 6.4 5.6 7.5 17.8 16.5 12.1 9.8 8.3

DD&A ($/bbl) 14.5 14.0 14.0 14.0 14.0 14.0 14.0 14.0
         

Total CoS ($m) 15.5 13.8 17.1 30.2 29.1 23.4 19.3 17.4
         

Profit from operations 11.2 4.1 12.6 52.6 46.9 31.3 23.8 18.1
         

Unsuccessful exploration w/o ($m) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
         

Impairment charge ($m) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
         

Total finance costs ($m) -1.2 -1.4 -1.1 -1.3 -1.1 -1.0 -0.4 0.4

Finance income ($m) 0.2 0.0 0.1 0.0 0.1 0.2 0.9 1.6

Finance expense ($m) -1.4 -1.4 -1.2 -1.2 -1.2 -1.2 -1.2 -1.2
         

Profit before tax ($m) 9.9 2.7 11.5 51.3 45.8 30.3 23.4 18.5
         

Total tax ($m) -2.6 -2.0 -3.5 -17.5 -15.6 -10.3 -8.0 -6.3

Colombian tax ($m) -2.6 -2.0 -3.5 -17.5 -15.6 -10.3 -8.0 -6.3

Tax rate 20% -74% 30% 34% 34% 34% 34% 34%

   

Retained earnings ($m) 7.3 0.7 8.1 33.9 30.2 20.0 15.5 12.2
         

Shares outstanding (m) 35.3 35.4 35.4 35.4 35.4 35.4 35.4 35.4

EPS (US cents) 20.7 2.0 22.8 95.6 85.3 56.4 43.6 34.5

Exchange rate ($/£) 1.85 1.57 1.65 1.65 1.65 1.65 1.65 1.65

Basic EPS (p) 11.2 1.3 13.8 57.9 51.7 34.2 26.4 20.9
 

Source: Company data, MCC estimates 
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Figure 4: Cashflow Statement 

 2008A 2009A 2010E 2011E 2012E 2013E 2014E 2015E

Cashflow from operating activities   

Op. profit before int/tax 11.16 4.1 12.6 52.6 46.9 31.3 23.8 18.1

Depreciation & depletion 6.36 5.6 7.5 17.8 16.5 12.1 9.8 8.3

Write offs 0.00 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Change in receivables 3.32 -0.5 0.0 0.0 0.0 0.0 0.0 0.0

Change in inventories -0.41 0.1 0.0 0.0 0.0 0.0 0.0 0.0

Change in payables 2.41 -1.9 0.0 0.0 0.0 0.0 0.0 0.0

Other 1.39 0.2 0.0 0.0 0.0 0.0 0.0 0.0

Share based payments 0.17 0.4 0.0 0.0 0.0 0.0 0.0 0.0

Cash generated from operations 24.39 8.1 20.1 70.4 63.3 43.5 33.5 26.5

Tax paid -2.2 -1.6 -3.5 -17.5 -15.6 -10.3 -8.0 -6.3

Net cashflow from operations 22.2 6.5 16.7 52.9 47.7 33.2 25.6 20.2

   

Cashflow from investing activities   

Tangible investment in Colombia -21.8 -6.4 -20.0 -36.5 -45.0 -10.0 0.0 0.0

Alcaravan investment 0.5 0.0 0.0 0.0 0.0 0.0 0.0

Rio Verde investment 5.4 17.0 28.5 0.0 0.0 0.0 0.0

Bocachico investment 0.0 1.0 3.0 45.0 10.0 0.0 0.0

Bolivar investment 0.0 2.0 5.0 0.0 0.0 0.0 0.0

Los Hatos investment 0.5 0.0 0.0 0.0 0.0 0.0 0.0

Tangible invesment in Peru 0.0 0.0 -9.0 0.0 0.0 0.0 0.0

Intangible investment in Colombia -0.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Purchase/Sale of assets 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0

Interest received 0.2 0.0 0.1 0.0 0.1 0.2 0.9 1.6

Change in short term deposits 0.3 0.1 0.0 0.0 0.0 0.0 0.0 0.0

Total cash flow from investing activities -22.2 -6.1 -19.9 -45.5 -44.9 -9.8 0.9 1.6
         

Cashflow from financing activities   

Net proceeds from issue of equity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net proceed from issue of debt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net proceeds from issue of convertible bonds 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Interest paid -0.9 -1.0 -1.2 -1.2 -1.2 -1.2 -1.2 -1.2

Total cashflow from financing  -0.9 -1.0 -1.2 -1.2 -1.2 -1.2 -1.2 -1.2
         

Net change in cash -0.9 -0.7 -4.5 6.2 1.7 22.1 25.2 20.6
         

Operating cashflow (USc/share) 69.0 22.8 56.8 198.6 178.6 122.6 94.6 74.7

Operating cashflow (p/share) 37.3 14.5 34.4 120.4 108.3 74.3 57.3 45.3
         

Cash at start 4.6 3.7 3.0 -1.4 4.8 6.4 28.6 53.8

Net period cashflow -0.9 -0.7 -4.5 6.2 1.7 22.1 25.2 20.6

Other effects 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Cash at end of period 3.7 3.0 -1.4 4.8 6.4 28.6 53.8 74.3
 

Source: Company data, MCC estimates 
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IMPORTANT DISCLOSURES 

General Disclosures 

MCC is committed to publishing accurate but non-independent research reports. MCC may provide 

financial advice to, and undertake corporate finance and other transactions on behalf of, companies 

on which it publishes research. Therefore, research reports published by MCC have not been 

prepared in accordance with legal requirements designed to promote the independence of 

investment research; nor is MCC subject to any prohibition on dealing ahead of the dissemination of 

investment research. Accordingly, this research report should be treated as a marketing 

communication. 

This report was first released on 22 March 2010. 

Unless otherwise noted, the securities prices noted in this report were market prices on 19 March 

2010. 

We seek to update our research as appropriate, but various regulations may prevent us from doing 

so. Our reports are published at irregular intervals as appropriate in the analyst's judgement. 

MCC's price targets are based on several methodologies, which may include, but are not restricted 

to, analyses of market risk, growth rate, revenue stream, discounted cash flow, EBITDA, EPS, cash 

flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, premium (discount)/average 

group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, 

dividend returns, and return on equity over the next 12 months. 

This report has been prepared by the individual(s) whose name(s) appear(s) on the front cover. 

Unless it has been otherwise specified, the preparers are employed by MCC as research analysts. 

Research analysts are paid in part based on the profitability of MCC, which includes remuneration 

received from investment banking transactions. 

Specific Disclosures 

Company Disclosure 

Global Energy Development (GED) 1,2,3 

 

1. Matrix Corporate Capital acts as broker 

2. Matrix Corporate Capital acts as NOMAD 

3. Matrix Corporate Capital acts as market maker 

MCC, its partners, employees and any affiliated undertaking may have a position or holding in any of 

the securities mentioned in this report or in a related instrument. 

Disclaimer 

This report is issued by Matrix Corporate Capital LLP ("MCC") which is authorised and regulated in 

the United Kingdom by the Financial Services Authority (FSA) and is a member of the London Stock 

Exchange. 

This report is not directed to, or intended for distribution to, or use by, any person or entity who is a 

citizen or resident of, or located in any locality, state, country or other jurisdiction where such 

distribution, publication, availability or use would be contrary to law or regulation or which would 

subject MCC to any registration or licensing requirement within such jurisdiction.  
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This report is for the use of the addressees only and is intended for use only by a person or entity 

that qualifies as an authorised person or exempt person within the meaning of section 19 of the 

Financial Services and Markets Act 2000 (the "Act") or qualifies as a person to whom the financial 

promotion restrictions imposed by the Act do not apply by virtue of the Financial Services and 

Markets Act 2000 (Financial Promotion) Order 2005, or is a person classified as an "professional 

client" for the purposes of the Conduct of Business Sourcebook of the FSA. Consequently, this 

report is intended for use only by high net worth entities or by persons having professional 

experience in matters relating to investments. This report is not intended for use by other persons, in 

particular, "retail clients" as defined by the rules of the FSA. Any such person who receives this 

report should not act upon the contents of this report.  

The information and materials presented in this report have been obtained or derived from sources 

believed by MCC to be reliable. Such information and materials have not been independently verified 

and MCC makes no representation as to their accuracy or completeness. Neither MCC, nor any of 

its directors or employees accepts liability for any loss arising from the use of material presented in 

this report. 

Any forecasts or target prices shown for companies or securities noted in this report may not be 

achieved due to multiple risk factors including, without limitation, market volatility, sector volatility, 

corporate actions, the unavailability of complete and accurate information or assumptions made by 

MCC or other sources relied on in the report subsequently transpiring to be inapposite. 

The information and materials presented in this report are provided to you for information purposes 

only and are not to be used or considered as an offer, or the solicitation of an offer, to sell or buy or 

subscribe for securities or other financial instruments. This report was prepared for general 

circulation and does not give investment advice or personal recommendations specific to individual 

investors. As such, the companies and securities discussed in this report may not be suitable for all 

investors who must make their own investment decisions based on their specific investment 

objectives and financial situation utilising their own financial advisors as they deem necessary. MCC 

will not treat recipients of this report as clients by virtue of their receiving it. 

Past performance should not be taken as an indication or guarantee of future performance, and no 

representation or warranty, express or implied, is made regarding future performance. Information, 

opinions and estimates contained in this report reflect the preparer's best judgement at the date of 

publication and are subject to change without notice. The price, value of, and income from any of the 

securities or financial instruments mentioned in this report can fall as well as rise. You may not get 

back as much as you invest. Fluctuations in exchange rates could have adverse effects on the value 

or price of, or income derived from, certain investments. 

None of the material presented in this report, nor its content, nor any copy of it, may be altered in 

any way, transmitted, copied or distributed to, any other party, without the express prior written 

permission of MCC.  

 



 

Matrix Corporate Capital LLP 

One Vine Street 

London, W1J 0AH 

+44 (0) 20 3206 7000 
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