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OIL (US$/BBL) CLOSE CHANGE GAS (US$/MMBTU) CLOSE CHANGE

NYMEX WTI (May 11) $110.30 $1.20 NYMEX HH (May 11) $4.500 ($0.070)
Intraday/Overnight $111.76 $1.46 Intraday/Overnight $4.045 ($0.455)

Dated Brent (May 11) $122.67 $0.37 NYMEX 12-Month Forward Strip $4.900 ($0.030)
Intraday/Overnight $124.50 $1.83 AECO Spot (Cdn$/mcf) $0.310 ($0.010)

NYMEX 12-Month Forward Strip $109.79 $0.94 NYMEX HH Open Interest 236,931
NYMEX 321 Crack Spread $23.81 ($1.44) (Near Month contracts)
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COMMODITY PRICING

AT A GLANCE  
NYMEX HH Natural Gas - 12M Forward Curve
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NYMEX WTI Crude Oil - 12M Forward Curve
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COMPANY NEWS 

INDUSTRY NEWS  
 

The Alberta government collected $115.8 million on land sales yesterday, which is flat compared to last year’s $112.7 
million in bonuses. The producers paid an average of $496.13/hectare on 233,431 hectares of land. After six sales so far 
this year, $776.6 million in bonuses were brought into the provincial treasury on 1.4 million hectares ($573.14/hectare). 
During the same period last year, the province collected $567.1 million on one million hectares ($559.26/hectare). 
 
Figures 1 and 2 Alberta Land Sales Bonuses (Left) and Average Prices (Right) 
 
 
 
 
 
 
 
 
 

 

Source: Government of Alberta  

 

 

 

Canadian Spirit Resources Inc. (SPI – TSX $1.45; SPECULATIVE BUY; Target Price: $2.25) – 74.5 
shares outstanding  
Updated Resource Estimate 
 
Canadian Spirit will report 2010 year-end reserve estimates next month, but as an interim measure it has released the 
results of a resource estimate conducted by its independent engineers, Sproule Associates.  Sproule evaluated Montney gas 
on 29.4 sections of land owned by CRSI at Farrell Creek, B.C., assigning contingent resources of 48 – 577 bcf (P50 = 134 
bcf) and prospective resources of 202 – 675 bcf (P50 = 274 bcf).  Canadian Spirit’s goal is to prove up a net one trillion 
cubic feet of gas, so they are only at 400 bcf at this point, although there is potential for 1.3 tcf at the high end of the 
range of estimates. 
If we give full value to the contingent resources, even though they are still contingent resources, and risk the prospective 
resources at a 25% POS, the net asset value of the company is between $1.31/share and $2.27/share (P50 = $1.63/share).   
In conducting its evaluation, Sproule only recognized gas down to the industry standard 6% porosity cutoff but CSRI 
believe that it will be able to recover gas from even tighter rock, down to the 3% porosity cutoff, in which case the 
resource estimates could be much larger.  The engineers also evaluated only 29.4 sections of land and CSRI has since 
acquired five more sections. 
Canadian Spirit estimates that it would require 900 wells to fully develop the property at a cost of $4.5 billion, so they are 
not likely to do the development work themselves.  The objective is to prove up the property and sell it.  
 
Analyst Coverage: Gordon Currie 
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COMPANY NEWS CONT.  
 
Vero Energy Inc.  (VRO – TSX $5.72; BUY; Target Price: $6.50) – 48.9M shares outstanding  

Reiterating 2011 Guidance 
 
Vero drilled ten successful wells in 11 attempts during the first quarter and is now producing 11,000 boed, up from 8,341 
boed in the fourth quarter of 2010.  It will tie one more well in on the weekend to get to 12,000 boed, weighted 75% 
natural gas.  Drilling activity for the rest of the year will focus on crude oil in the Cardium formation and Vero hopes to 
be one-third oil-weighted by year-end, which would improve its netbacks. 
With breakup contributing to a slowdown in field operations production will begin to decline, but Vero reiterated its 
expectation that the 2011 average will be 10,000 – 10,500 boed.  Our estimate is that the company will generate $93.0 
million in cash flow ($1.91/share), so the stock is trading at a multiple of only 3.0x forecast cash flow, which makes it the 
cheapest stock in our universe. 
 
 
Analyst Coverage: Gordon Currie 
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COMPANY/COMMODITY FORECASTS 

P1 - Growth+Income
Progress Energy Resources PRQ HOLD $13.61 12.0x $1.14 $14.50 6.5%

P2 - Growth
Anderson Energy AXL BUY $1.18 3.4x $0.34 $1.40 18.6%
BlackPearl Resources PXX TOP PICK $7.79 n/m $0.33 $9.75 25.2%
Birchcliff Energy BIR HOLD $12.30 9.7x $1.27 $13.25 7.7%
Compton Petroleum CMT SELL $0.33 1.9x $0.17 $0.25 -23.1%
Delphi Energy DEE BUY $2.46 3.6x $0.68 $2.80 13.8%
NuVista Energy NVA HOLD $9.70 5.6x $1.73 $10.75 10.8%
Rock Energy RE BUY $5.19 4.5x $1.14 $6.00 15.6%
Sure Energy SHR BUY $1.91 4.5x $0.42 $2.15 12.6%
TransGlobe Energy (USD) TGL/TGA HOLD $15.34 7.6x $2.01 $15.75 2.7%
Twin Butte Energy TBE BUY $3.22 4.5x $0.72 $3.75 16.5%
Vero Energy VRO BUY $5.72 3.0x $1.91 $6.50 13.6%

P3 - Speculative
Antrim Energy AEN SPEC BUY $1.13 n/m $0.01 $1.45 28.3%
Canadian Spirit Resources SPI SPEC BUY $1.45 n/m $0.08 $2.25 55.2%

Current 
Price

Target 
Price

Projected 
Return

2011E 
CFPS

Company Symbol Rating P/CF

WTI Crude Oil (US$/bbl) 78.72 78.03 76.12 85.31 79.52 93.12 100.00 100.00 100.00 98.25 100.00

Edmonton Par (C$/bbl) 80.56 75.46 73.67 80.81 77.87 87.59 97.96 98.06 97.56 95.25 98.45

Hardisty Heavy (C$/bbl) 66.43 58.29 57.20 61.43 60.76 70.62 78.37 78.45 78.05 76.35 78.75

Brent (US$/bbl) 77.26 79.47 76.96 87.45 80.25 103.64 98.50 98.50 98.50 99.80 98.50

HH Natural Gas (US$/mmbtu) 5.04 4.34 4.24 3.98 4.40 4.18 4.25 4.25 5.00 4.50 5.25

AECO (C$/mcf) 5.39 3.90 3.54 3.50 4.17 3.79 3.90 3.91 4.57 4.00 4.85

Canadian Dollar (US$) 0.9607 0.9470 0.9600 0.9630 0.9710 0.9890 0.9800 0.9790 0.9840 0.9830 0.9753

Q1AQ1 Q2 2010Q4 2012E2011EQ4EQ3EQ2EQ3

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Salman Partners Inc. estimates
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Salman Partners Inc. Disclosure 
 
In accordance with NASD Rule 2711 and IDA Policy No. 11, Salman Partners Inc. (“Salman Partners”) refers the reader to our website 
(www.salmanpartners.com) for our firm’s specific disclosures, policies and procedures in respect of research analysts and research reports.  
Salman Partners hereby confirms that as of the date of this report: 
(i) the research analyst(s) referenced herein and any member of the research analyst’s household, or an individual directly involved in 

the preparation of this report, does not hold a financial interest in the securities of the company in this report; 
(ii) the Pro Group holdings of the firm, whether long or short, do not exceed 1% of the outstanding securities of any class of securities of 

the company mentioned in this report; 
(iii) the research analyst(s) who prepared this report receives compensation that is based, in part, upon the firm’s overall investment 

banking revenues; 
(iv) Salman Partners Inc., including some or all of its officers, directors and employees, have not provided services, including investment 

banking services to the company/companies herein during the past 24 months and may receive or may seek compensation for 
investment banking services from any company/companies herein within the next 3 months; 

(v) Salman Partners Inc. does not make a market in the company’s/companies’ securities within the appropriate security laws;  
(vi) no officer, director, employee or research analyst of the firm or a member of the research analyst’s household is an officer, director or 

employee of the company/companies, nor does any officer, director, employee or research analyst of the firm or a member of the 
research analyst’s household serve in any advisory capacity to the company/companies; and 

(vii) other than what is disclosed above, Salman Partners Inc. is not aware of any actual, material conflicts of interest for the research 
analyst, of which the research analyst knows or has reason to know in the preparation of this report. 

(viii) an analyst/associate has visited some or all of the issuers’ material operations. Payment or reimbursement has been received, in part 
or in whole, from the issuer(s) for travel costs in the past 12 months. 

(ix) Analyst Certification: The views expressed in this report (which includes the rating assigned to the issuer’s shares as well as the 
analytical substance and tone of the report) accurately reflect the personal views of the analyst(s) covering the subject securities. No 
part of the analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations.  

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- 
For purposes of our research report, our rating system is defined as follows: 

Top Pick A recommendation to purchase a stock which represents the best risk/reward ratio within an analyst's coverage list.  The 
analyst expects to realize a minimum 12-month return of 10%, and also has positive near-term catalysts.   

Buy A recommendation to purchase the stock at the current price. 

Hold A recommendation to maintain one’s current position in the company, given the current share price and the outlook for 
the company, sector or underlying commodity. 

Sell A recommendation to reduce one’s share position, either in part or in whole. 

Speculative Buy  A recommendation to purchase shares in a company which is considered speculative because of the risk associated with 
owning shares. This added risk can be attributed to the company’s size, financial stability, liquidity, the outlook for a 
commodity or commodities or other factors beyond Salman Partners’ control. Suitable for risk-tolerant investors only. 

Under Review Salman Partners is in the process of an update based on recently released information.  The analyst’s recommendation and 
target price may or may not change upon completion of analysis. 

----------------------------------------------------------------------------------------------------------------------------------------------------------------------------- 
Distribution of Ratings 
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Within the last 12 months, Salman Partners has provided investment banking services for: 
Top Pick 33% of the companies falling into the 'Top Pick' category
Buy 6% of the companies falling into the 'Buy' category
Speculative Buy 30% of the companies falling into the 'Speculative Buy' category
Hold 4% of the companies falling into the 'Hold' category
Sell 0% of the companies falling into the 'Sell' category
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The opinions, estimates and projections contained herein are those of Salman Partners Inc. Inc. as of the date hereof and are subject to change without notice.  Salman Partners Inc. 
makes every effort to ensure that the contents herein have been compiled or derived from sources believed reliable and contain information and opinions which are accurate and 
complete.  However, Salman Partners Inc. makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions which may 
be contained herein and accepts no liability whatsoever for any loss arising from any use of or reliance on this report or its contents.  Information may be available to Salman Partners 
Inc. which is not reflected herein.  This report is not to be construed as, an offer to sell or solicitation for or an offer to buy, any securities.  Salman Partners Inc., its affiliates and/or 
their respective officers, directors or employees may from time to time acquire, hold or sell securities mentioned herein as principal or agent.  Salman Partners Inc. may act as financial 
advisor and/or underwriter for certain of the corporations mentioned herein and may receive remuneration for same. 

Upon approval by the research department and once published in final form, SPI disseminates its research to all institutional clients simultaneously in electronic form.  The firm 
subsequently disseminates this research in hard copy to those clients who have requested to be on the firm’s distribution list.  In addition, Salman Partners Inc. Inc. posts its research on 
the Salman Partners Inc. Inc. website and on certain paid research services with which a contract of dissemination has been arranged.  Access to these websites is provided using a 
password provided by the administrator and is limited to Salman Partners Inc. Inc.’s institutional clients.  Reproduction of this report in part or in whole without permission is 
prohibited.  All rights reserved. Salman Partners Inc. Inc. 

TO U.S. RESIDENTS: 
Salman Partners Inc. (USA) Inc., an affiliate of Salman Partners Inc. Inc., is furnishing this report to U.S. residents and accepts responsibility for the contents herein.  Any U.S. person 
wishing to effect transactions in any security discussed herein should do so through Salman Partners Inc. (USA) Inc. 
 


