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Orca Exploration Surges, Tops the Ubika Energy 20 

The Ubika Energy 20 Index rose 6.5% since our last report dated December 18, 2017, but 
underperformed its benchmarks, WTI oil and the TSX/S&P Energy Index, which returned 
15.7% and 7.1%, respectively, over the same period. Notable performers for this report 
include:

• Orca Exploration Group Inc. (TSXV:ORC.B), which climbed 45% due to rising oil 
prices and the announcement of a $130M investment from Swala Oil and Gas.

• Tamarack Valley Energy Ltd. (TSX:TVE), which increased 15% driven by gains in the 
oil price.

• BlackPearl Resources Inc. (TSX:PXX), which rose 27% driven by an exceeded 2017 
production guidance and the rising oil price.

Industry Highlights:

• Adherence to an oil supply-cut agreement by OPEC, Russia, and other non-OPEC 
producers reached 128% in December. To measure compliance, OPEC released 
production figures, which showed Venezuelan crude oil production had fallen nearly 
13%. Production has slipped in Venezuela every year for six years consecutively, 
causing an economic crisis in the country, as oil makes up 95% of the country’s 
exports.

• The U.S Department of the Interior announced the draft program of the National 
Outer Continental Shelf Oil and Gas Leasing Program (National OCS Program) for 
2019-2024. The UN Convention on the Law of the Sea allows nations control of the 
waters extending out to the continental shelf, the elevated underwater area extending 
out to the sea, thus permitting the U.S. to allow drilling in the area. The program would 
make over 90% of the outer continental shelf available for drilling consideration, as 
opposed to the 6% currently available.
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UE20: 6.5% (-30% Y/Y)
TSX Capped Energy: 15.7% (-7% Y/Y)
Oil (WTI): 7.1% (23% Y/Y)

Dollar amounts in CAD unless otherwise stated.

UE20: Performance Distribution

Top Volume Gainers (m/m)
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UE20 Performance Vs. Benchmarks

Source: Bureau of Ocean Energy Management
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• The number of U.S. crude oil rigs rose 35% in 2017. The non-U.S oil rig count increased by 3% in 
the same period, which brings the worldwide count of rigs to 2215.

Upcoming Conferences:

• International Petroleum Week – London, UK, February 20-22, 2018.  Participants meet with oil and 
gas industry leaders from around the world, discuss current issues, and network.

• CERAWeek – Houston, March 5-9, 2018. Participants hear from industry leaders and government 
officials on strategic issues, watch informative discussions, and network.

Notable Performers
Orca Exploration Group Inc. (TSXV:ORC.B)
Orca Exploration Group is a natural gas producer operating in Tanzania. The Company’s stock 
increased 15% on the day the Company announced it had finalized terms for a US$130M investment 
with Swala Oil and Gas, and has continued to climb a further 16% due to rising oil prices.

The Company’s flagship asset, the Discovery blocks in Tanzania, is located ~15 km off the coast 
and ~200 km south of Dar es Salaam. The blocks contain reserves of 405 Bcf (December 2016). 

The Company has a 20-year agreement to sell gas to Songas Limited, the owner of the transportation 
infrastructure of the Discovery blocks. As part of the agreement, the Company operates the field 
and its related facilities on a “no gain no loss” basis. Orca sells a specified minimum, which for 
example was 13.7 Bcf in 2016, for Songas at no cost, and then can sell any extra gas. The more 
extra gas the Company produces, the higher share of the profit it takes, as shown below.
Figure 2: TORC Commodity Sensitivity

Source: Corporate Presentation

The Company sold 44.5 MMcfd of extra gas in 2016, at an average price of US$4.73/mcf, to 
TANESCO, the Tanzanian government’s electricity provider, and to an industrial gas market in the 
Dar es Salaam area.

On January 2, the Company announced it finalized terms for a US$130M investment by Swala 
Oil & Gas (Tanzania) plc (DSS:SWALA), a Tanzanian oil and gas company operating in Africa. 
Swala will buy 40% of PAE PanAfrican Energy Corporation (PAEM), a wholly-owned subsidiary 
of Orca, responsible for the Company’s Tanzanian operations. 

TANESCO, the Tanzanian government’s electricity provider, owed US$111M as of September 
30, 2017. Due to concerns regarding TANESCO’s ability to pay down debt, the Company records 
revenue from TANESCO sales at 80% of the volume delivered.

The Company has a price target of $5.00, representing a 26% downside. One analyst has a Buy 
rating.

http://smallcappower.com/reports/
http://smallcappower.com/reports/
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Tamarack Valley Energy (TSX:TVE)

Tamarack Valley is an oil and gas producer operating in Alberta. The Company’s stock has risen 
11% due to rising oil prices and an exceeded 2017 production guidance. 

The Company’s flagship operation, the Viking project, is a heavy-oil field located east of 
Edmonton. In January, TVE completed its acquisition of Spur Resources for $400M, adding 
additional land and facilities to the operation. Viking produces 9,990 boe/d, at a liquid weighting 
of 69%, with reserves of 900 Mboe. The Company drilled 85 wells at the site 2017, with an 
additional 90 planned for 2018. The Company uses fracking to increase pressure support, 
reducing well-decline rates and increasing reserves. The Company plans to add a water disposal 
and oil battery expansion, eliminating water trucking and disposal costs by Q3 2018. TVE also 
plans to implement a solution to eliminate clean oil trucking by Q4 2018.  

The Company produces a similar amount out its Cardium project, and a smaller amount from 
a number of smaller projects. The Cardium project was formerly TVE’s flagship asset, with 
Viking beginning to produce more in Q3 2017.  Cardium produced 9000 boe/d at a liquid rating 
of 62%. 

Below is map of TVE’s projects, as well as their expected production and capital expenditures. 

Figure 3: Tamarack Valley Energy Project Map

Source: Corporate Presentation

The Company has an average price target of $4.06, representing a 38% upside. TVE has 16 Buy 
ratings, 1 Hold rating, and no Sell ratings.  

http://smallcappower.com/reports/
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Blackpearl Resources Inc. (TSX:PXX)

BlackPearl Resources operates in Western Canada. The Company focuses on heavy oil in Alberta 
and Saskatchewan. The Company’s stock has risen 29% since December, due to an increase in 
oil prices.

The Company’s flagship operation, the Onion Lake operation, is a thermal heavy oil well in 
Saskatchewan, east of the Alberta-Saskatchewan border. Onion Lake has over 300 wells drilled 
since 2006, and has 112 MMbbl in reserves (December 2016). BlackPearl’s production guidance 
is for 11,000-12,000 boe/d in 2018. In the next phase of its expansion plan, PXX plans to expand 
production at Onion Lake by adding 14 additional wells, expected to be fully operational by 
2019, for total capital costs of $180M.

The Company also owns the Blackrod operation, located in the Athabasca oil sands in Alberta. 
BlackPearl has operated a pilot well for the site, which averaged ~525bbl/d. The project contains 
reserves of 180MMbbl, and when operational could produce up to 80,000 -100,000 bbl/d. On 
November 17, the Company announced a delay in the timeline due to low oil prices, pushing 
the timeline of production start to 2023. Below is a timeline of BlackPearl’s expected future oil 
production. PXX is expected to grow from 10,000 bbl/d in 2017 to 42,000 bbl/d in 2027.

Figure 4: Blackpearl Heavy Oil Production Profile

Source: Corporate Presentation

The Company has an average price target of $1.62, representing 21% upside. The Company has 
6 Buy ratings, 4 Hold ratings, and no Sell ratings.

http://smallcappower.com/reports/
http://smallcappower.com/reports/
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Upcoming Catalysts:

OPEC and Russia recently reaffirmed their agreement to cut supply for all of 2018. OPEC, 
Russia, and other non-OPEC oil producers agreed to cut production levels. This calmed speculation 
of a withdrawal in June, but at some point a possible end of the agreement could significantly 
increase supply levels and therefore cause a shock to the market, sending prices lower.

The U.S Energy Information Administration (EIA) revised its production growth outlook 
for 2018 from 780,000 to 970,000 bbl/d. The EIA expect U.S. production to reach 110M bbl/d 
in 2019. If the EIA’s estimates turn out to be reasonable, the increased supply may push down 
prices.

Permits for three major pipelines are in the works. TransCanada expects to secure final federal 
U.S. permits for Keystone XL in early 2018. The National Energy Board of Canada has permitted 
the start of work on Kinder Morgan’s Trans Mountain pipeline expansion, and route hearings are 
in progress. The Minnesota Public Utilities Commission has set its decision date on Enbridge’s 
Line 3 pipeline to June. Such pipelines would reduce the cost of heavy oil from Alberta, allowing 
better competition with shale production from the U.S.

http://smallcappower.com/reports/
http://smallcappower.com/reports/
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Important Disclosure
Smallcappower.com is owned and operated by Ubika Corporation whose divisions include Ubika Research and Ubika Communications. Ubika Corp. is a wholly 
owned subsidiary of Gravitas Financial Inc. The following terms and conditions (“Terms of Use”) govern the use of this website (“site”) www.SmallCapPower.com. 
By accessing this site, you agree to comply with and be legally bound by the Terms of Use as set out herein. Ubika reserves the right to seek all remedies available 
at law and in equity for violations of these Terms of Use, including the right to block access from a particular internet address to our site.

Disclaimer
Ubika Corporation and its affiliates or partners will seek to provide services to companies mentioned on the smallcappower.com website. Hence, all information 
available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or recommendation to buy or sell securities. 
Ubika Corporation and its related companies (including its directors, employees and representatives) or a connected person may have ownership/stock positions in, 
or options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/
or commodity futures contracts in certain underlying companies mentioned in this site and which may also be clients of Ubika’s affiliates. In such instances, Ubika 
and/or its affiliates and/or their respective officers, directors or employees will use all reasonable efforts to avoid engaging in activities that would lead to conflicts 
of interest and Ubika and/or its affiliates will use all reasonable efforts to comply with conflicts of interest disclosures and regulations to minimize the conflict.

Specifically all companies mentioned or listed as “Analyst Covered Companies” at smallcappower.com and which are shown under the heading “Analyst Covered 
Companies” on the page: http://www.smallcappower.com/companies have entered into a commercial relationship with Ubika Corporation or our affiliates for 
capital market services and have paid fees and/or shares or stock options or warrants for being featured and mentioned in smallcappower.com. Hence these 
“Analyst Covered Companies” at smallcappower.com are shown at the website as an advertisement only and any mention of these companies does not and will 
not constitute an offer to buy or sell securities in the featured companies. Ubika Corporation, its affiliates or partners will seek to provide services to companies 
mentioned in smallcappower.com website. Hence, all information available on smallcappower.com should be considered as commercial advertisement and not an 
endorsement, offer or recommendation to buy or sell securities.

Ubika Corporation and its divisions Ubika Communication and Ubika Research (collectively, “Ubika”) are not registered with any financial or securities regulatory 
authority in Ontario or Canada, and do not provide nor claims to provide investment advice or recommendations to any visitor of this site or readers of any content 
on this site.

The information on this site is for informational purposes only. This site, including the data, information, research reports, press releases, findings, comments, 
views and opinions of Ubika’s analysts, columnists, speakers or commentators, and other contents contained in it, is not intended to be: investment, tax, banking, 
accounting, legal, financial or other professional or expert advice of Ubika or its affiliates, or a recommendation, solicitation or offer by Ubika or its affiliates to 
buy or sell any securities, futures, options or other financial instruments, and such information should not be relied upon for such advice. Every user of this site is 
advised to seek professional advice before acting or omitting to act on any information contained in the site.

Research reports and newsletters have been prepared without reference to any particular user’s investment requirements or financial situation. Where reference 
is made to estimate of value or relative value of a specific company, there is no guarantee that these estimates are reliable or will materialize. Readers of these 
reports and newsletters are advised to conduct their own due diligence before making any investment decisions. Ubika does not make independent investigation 
or inquiry as to the accuracy and completeness of any information provided by the Analyst Covered companies. Although the content has been obtained from 
sources believed to be reliable, this website could include technical or other inaccuracies or typographical errors and it is provided to you on an “as is” basis 
without warranties or representations of any kind. Ubika and its affiliates make no representation and disclaim all express and implied warranties and conditions 
of any kind, including without limitation, representations, warranties or conditions regarding accuracy, timeliness, completeness, non-infringement, satisfactory 
quality, merchantability, merchantable quality or fitness for any particular purpose or those arising by law, statute, usage of trade, or course of dealing. Ubika and 
its affiliates assume no responsibility to you or any third party for the consequences of any errors or omissions.

Information in this site is subject to change without notice. Ubika assumes no liability for any inaccurate, delayed or incomplete information, nor for any actions 
taken in reliance thereon.

Ubika, its affiliates and their respective directors, officers, employees, or agents expressly disclaim any liability for losses or damages, whether direct, indirect, 
special, or consequential, or other consequences, howsoever caused, arising out of any use or reproduction of this site or any decision made or action taken in 
reliance upon the content of this site, whether authorized or not. By accessing this site, each user of this site releases Ubika, its affiliates and their respective 
officers, directors, agents and employees from all claims and proceedings for such losses, damages or consequences.

Ubika and its affiliates do not endorse or recommend any securities issued by any companies identified on, or linked through, this site. Please seek professional 
advice to evaluate specific securities or other content on this site. Links, if any, to third party sites are for informational purposes only and not for trading purposes.
Ubika and its affiliates have not prepared, reviewed or updated any content on third party sites and assume no responsibility for the information posted on them.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or 
commodity futures contracts mentioned in this site.

This site may include forward-looking statements about objectives, strategies and expected financial results of companies featured in this site or where research 
reports are available on companies displayed and/or featured on this site. Such forward-looking statements are inherently subject to uncertainties beyond 
the control of such companies. The users of this site are cautioned that the company’s actual performance could differ materially from such forward-looking 
statements.

World Wide Web sites accessed by hypertext links (“hyperlinks”) appearing in this site have been independently developed by parties other than Ubika and Ubika 
has no control over information in any hyperlinked site. Ubika is providing hyperlinks to users of this site only as a convenience. Ubika makes no representation and 
is not responsible for the quality, content or reliability of any information in any hyperlinked site. The inclusion of any hyperlink in this site should not be construed 
as an endorsement by Ubika of the information in such hyperlinked site and does not imply that Ubika has investigated, verified or monitored the information in 
any such hyperlinked site. Should you wish to inquire about creating a link from your World Wide Web site to this site, contact SCP marketing via e-mail at: info@
smallcappower.com. for written authorization.

See our full disclaimer here.
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