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Market Data  

52-Week Trading Range $2.34-$1.01  

Shares Outstanding, Basic (mm) 74.6 

Shares Outstanding, Diluted (mm) 77.0 

Market Capitalization ($mm) (basic) 126.8 

Net Debt ($mm) (21.1) 

Enterprise Value ($mm) 105.7 

 

Operational Summary  

Production (boe/d) – current est. N/A 

Gross TGIP (Montney) tcf 5.5-12.7 

Net Undeveloped Land (acres)  

 

Valuation (Consensus) 

 2010E* 2011E  

EV/boepd (curr) N/A N/A  

P/CF N/A N/A  

EV/DACF 

 

 

 

 

N/A N/A  

    

 

Management Team 

Donald (Don) Gardner CEO & Corp. Secretary 

Phillip (Phil) Geiger Pres. & COO 

Dean Hill V.P.F & CFO 

Paul Smolarchuk V.P. Eng & Ops 

Price/Volume Chart 

Source: www.tmx.quotemedia.com, ThomsonOne, Company reports, 
Casimir Capital Ltd. 

 

Event 

  SPI announced that it has first production from its Montney 

wells at Farrell Creek.  Three wells including c-A48-I, c-18-I, and 

b-17 with potential of more than 10 mmcf/d gross should all be 

on-stream by the end of this week. Initial production rates for 

the b-17 well tested at 3.5 mmcf/d, while the c-18-I tested at 

4.7 mmcf/d and finally, the c-A48-I tested at 8 mmcf/d.  

 We note that SPI’s gas processing facility is scalable up to 50 

mmcf/d, but initial capacity is at 10 mmcf/d (gross). 

 We anticipate that if the plant is running at full capacity that 

SPI should generate enough cash flow to cover its current G&A 

rate of ~$175,000 per month.  

 Following the three wells on production, SPI anticipates to 

complete and tie-in the c-45-I/94-B-1 horizontal well and drill 

the sixth horizontal well into the Montney formation at Farrell 

Creek by the end of Q1/11. 

 SPI plans to complete and tie in in the c-A18-I well following 

spring breakup.  This is in-line with our expectation. 

 

Financials/Valuation 

 Strong balance sheet with zero debt and a working capital 

position of $21.1 million.  

 Based on the recent transaction between Talisman and 

Sasol, SPI values its 34 net Montney sections in at ~$10.20 per 

share (unrisked). 

Outlook 

 We believe 2011 is going to be a positive year for SPI as it 

plans to drill 3 wells in the Montney, with possible re-entry into 

the Canbriam well. 

 With producing assets, we anticipate that SPI will engage an 

independent engineering firm for an updated resource report.  

We note that SPI’s internal evaluation based on the Sproule 

Report dated April 2010 estimated the net TGIP was between 

2.6 and 6.1 tcf in the Montney alone.  We believe that there is a 

potential for an upward revision based on the production from 

the first three wells. 

Please see final page for affiliate related disclosures 

http://www.tmx.quotemedia.com/
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Planned Activity 

Canadian Spirit’s near term activity, post bringing the three wells (c-A48-I, b-17-I and c-18-I) on production will be to focus on drilling 

its sixth horizontal well into the Montney formation at Farrell Creek.  Further, SPI is expected to drill another three wells this year 

with production additions slated for 2H/11.    

Figure 1: Farrell Creek Stratigraphy 

 
 

 

 

 

 
 

Source: Company reports, Casimir Capital Ltd. 

Bottom Line: 

With production coming on stream, we expect that SPI will now be able to fund its overhead expenses this year and use its capital 

toward drilling, seismic and/or potential purchase of additional lands. We believe that 2011 will be an active year for SPI.   

 

 

Land Holding Summary (Sections) 

 Gross Net 

Montney Formation 71.1 34.4 

Canbriam JV 53.2 16.5 

100% CSRI 17.9 17.9 

Gething Formation 59.6 59.1 

1 Sproule Discovered and Undiscovered Resource Estimate (April 2010) 
2 B.C. Government Resource Estimate (May 2006) 
3 Based on a Competitors News Release (April 2006) 



   

                      Energy Monitor List 

Canadian Spirit Resources Inc. (SPI-CN, $1.70)  

Michael Yeung, CFA (403) 813-3288  Casimir Capital Ltd., Member IIROC & CIPF 
myeung@casimircapitalca.com  145 Adelaide St. W, Suite 200 
© Casimir Capital Ltd., 2011  Toronto, Ontario M5H4E5, Canada  

February 2, 2011 

 

Corporate Summary: 

Canadian Spirit Resources Inc. (SPI) is a junior natural resources company focused on the identification and development of 

opportunities in the unconventional gas sector. More specifically, SPI has extensive Montney & Gething rights in the Farrell Creek 

area of N.E. British Columbia. Sproule Unconventional Limited completed an independent valuation and estimates that 

SPI/Canbriam JV lands contain TPIIP of 2.6 tcf to 6.1 tcf in the Montney alone. Canbriam Energy is a private company funded by Arc 

Financial, Warburg Pincus, GE Capital and Blackrock. 

SPI has a strong management led by Chief Executive Officer, Don Gardner. Prior to joining SPI, Don was Executive Vice President and 

CFO of Canadian 88 Energy Corp from 1999 until 2002, Senior Vice President and CFO of Rigel Energy Corporation from 1991-1999 

and Treasurer of Alberta Energy Company Ltd. for two years. He has over 30 years of experience in the Canadian conventional oil 

and gas industry. We believe the company has high quality assets and a solid management team that will create long term value for 

investors. 

Figure 2: Company Management and Directors 

Management Team Directors 

Donald (Don) Gardner CEO & Corp. Secretary George W. Watson (Chair) 

Phillip (Phil) Geiger Pres. & COO Rudolf Cech 

Dean Hill V.P.F & CFO J.R. Richard Couillard 

Paul Smolarchuk V.P. Eng & Ops Donald Gardner 

  Philip Grubbe 

  Robert Winnitoy 

  Phillip D.C. Geiger 

Insider Holdings: 2.2% 

Source: Company reports, Casimir Capital Ltd.

 
Select Q3/10 Highlights 
Figure 3: Operational figures  

Ave Daily Production Operating netback ($ per boe) Financials ($m) 

Crude oil (bbl per day) N/A Petroleum & nat. gas revenue N/A Funds flow from operating activities (339.7) 
Natural gas (Mcf per day) N/A Royalties N/A Weighted ave. shares outstanding 57,372 
Boe per day (6:1) N/A Operating expenses N/A Capital expenditures 4,111 
Crude oil production (%) N/A Transportation expenses N/A Working capital 8,811 
  Operating netback N/A   
Source: Company reports, Casimir Capital Ltd. 

 
Figure 4: Financial Figures 

Consensus Estimates 2010E 2011E 

FD EPS N/A N/A 
FD CFPS N/A N/A 
Net Debt N/A N/A 
D/CF N/A N/A 
   
Source: Bloomberg, Casimir Capital Ltd. 
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Company Name Disclosures 

Canadian Spirit Resources Inc. 1  

 

Disclosure List 

1. Within the last 12 months, Casimir or its affiliates have provided investment banking and/or related services for the subject issuer. 

2. Within the last 12 months, a director, officer, or analyst with Casimir has provided services for remuneration, other than investment advisory or trading 
services, to the subject issuer. 

3. The research analyst(s) or a member of the research analyst’s(s) household has a long position in the shares and/or is long calls/short put options of the 
subject issuer 

4. Casimir or its affiliates is a market maker, or is associated with the specialist that makes a market in the securities of the subject issuer. 

5. Casimir or its affiliates collectively beneficially own 1% or more of any class of the issuer’s equity securities. 

6. An employee, officer, or director of Casimir is a member of the Board of Directors, Officer of, or an advisor to, the subject issuer. 

7. The research analyst(s) has viewed the material operations of the subject issuer. 

Analyst Certification 

Each analyst of Casimir Capital Ltd. whose name appears in this research report hereby certifies that (i) the recommendations and opinions expressed in the research 
report accurately reflect the research analyst’s personal views about any and all of the securities or issuers discussed herein that are within the analyst’s coverage 
universe and (ii) no part of the research analyst’s compensation was, is, or will be, direct or indirectly related to the provision of specific recommendations or view 
expressed by the research analyst in the research report. 

The compensation of Research Analysts and Research Associates is intended to reflect the value of the services they provide to the clients of Casimir Capital.  As with 
most other employees, the compensation of Research Analysts is impacted by the overall profitability of the firm, which may include revenues from investment 
banking activities of the firm's Corporate Finance department. Research Analysts' compensation is not, however, directly related to any specific corporate finance 
transactions. 

Distribution Policy 

Casimir endeavours to make all reasonable efforts to disseminate research to all eligible clients in a timely manner through either physical or electronic distribution 
such as mail, fax, email, or by posting to Casimir proprietary websites. 

Disclaimer 

This report has been prepared by Casimir Capital Ltd. (“Casimir”) 

Opinions, estimates and projections contained herein are our own as of the date hereof and are subject to change without notice. The information contained herein 
is for information purposes only and this report is not, and is not to be construed as, and offer to sell or a solicitation of an offer to buy any securities. The information 
and opinions contained herein have been compiled or derived from the sources believed reliable, but no representation or warranty, expressed or implied, is made to 
their accuracy or completeness. Neither Casimir nor its affiliates accepts any liability whatsoever for any loss arising from any use of this report or its contents. 

Casimir and/or its affiliates may have acted as financial adviser and/or underwriter for certain of the issuers mentioned herein and may have received remuneration 
for such services. Casimir, its affiliates and/other respective officers, directors and employees may from time to time acquire, hold or sell positions in the securities 
mentioned herein as principal or agent. 

Not for distribution in the United States. 

Affiliate Related Disclosure 
 

Canadian Spirit Resources Incorporated (the “subject company”) is currently a client of Casimir Capital L.P. and its affiliate Casimir Capital Ltd. and has been a client 

during the 12-month period preceding the date of distribution of this research report. During aforementioned period, Casimir Capital L.P. and its affiliate Casimir 

Capital Ltd. provided investment banking services to the subject company, acted as manager in an underwriting for the subject company, acted as placement agent 

for the subject company and received compensation for these services from the subject company. Casimir Capital L.P. and its affiliate Casimir Capital Ltd. intend to 

seek compensation for investment banking services from the subject company during the next 3 months. This report has been prepared by Casimir Capital Ltd., not 

Casimir Capital L.P. and is therefore deemed by Casimir Capital L.P. to be a Third-Party Research Report as per FINRA rules and regulations. 
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Investment Ratings System 

  
Casimir’s system for rating investment opportunities defines three levels of expected performance based on the level of total return expected within 12-months of 
making a recommendation relative to the expected average total return of that issuer’s sector. The issuer’s sector is defined as the group of companies that are 
engaged in the same business activity within the same equity market. 
  
Below is a summary example of these investment ratings: 

  
Investment Rating Rating Description – Expected total return over the 

next 12 months 
Ratings Distribution 

Outperform Exceeds sector average 0 

Perform In-line sector average 0 

Underperform Below sector average 0 

Restricted / Under Review 0 

 
  
In addition, Analysts will also rate the risk associated with holding the securities of an issuer by assigning it to one of the following categories based on that issuer’s 
financial, operational and market risk and stock price volatility relative to the average company within the issuer’s sector: 

  
Risk Rating Rating Description 

Speculative Materially exceeds sector average  

Above Average Exceeds sector average 

Average In-line sector average 

Below Average Below sector average 

 
  
The highest risk rating is “Speculative”, indicating that an issue is subject to materially higher than average levels of risk that may be associated with a small 
operational size, market capitalization or public float leading and/or substantial event specific risk that could adversely impact an issue’s share price substantially. 
 

 


