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Prospect G in the Tigil licence covers a large area of the northern part of an anticline. ECL confirmed CEP’s
views that seismic and residual gravity data suggest that this prospect is probably faulted at depth and may
be broken into a series of structures: G1, G2 and G3. Therefore, two sets of volumetric and recoverable
resource estimates were calculated – first assuming that one prospect G is present at depth and second
that closure is limited to structures G1, G2 and G3. Due to uncertainties relating to the structure at depth
ECL considers prospect G as relatively high risk.

In total the seven prospects in Tigil are estimated to contain 1,816mmbbl of unrisked recoverable resources,
or 97.5mmbbl of risked recoverable resources using the chance of success (“COS”), i.e. risk factor, of 
3.7%-9.7%. Net to CEP risked P50 prospective recoverable resources in Tigil are estimated at 41.5mmbbls.

Three Icha prospects are estimated to contain 755mmbbl of unrisked P50 recoverable resources, or
32.3mmbbl of risked P50 recoverable resources using COS of 4.0% to 10.0%. Net to CEP risked P50
prospective recoverable resources in Icha are estimated at 13.7mmbbls.
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Operational plan – seismic acquisition
Given that the seismic data that CEP currently owns is of poor quality and not the most reliable, due to
outdated Soviet technology and the fact that CEP compiled the data from several sources in Russia, it is
necessary to acquire additional seismic to reduce the data quality risk.

CEP has contracted Trace Energy Services, a Canadian geophysical service company, which is currently
working on 400km 2D seismic acquisition programme on Tigil licence using a conventional western seismic
methods. Following the completion of the ongoing seismic programme CEP will consider supplementing 
its future seismic acquisition with helicopter-borne seismic.

The helicopter-borne seismic programme is successfully performed in similar terrain in Alaska. 
A combination of conventional 2D seismic methods supported with helicopter borne programme will
provide CEP with maximum flexibility to be able to acquire the seismic throughout the year.

The seismic programme at the time of writing this report (mid March 2006) was approximately 25%
complete and is planned to be completed by the end of April 2006. This will be followed by seismic
processing and interpretation during May – June 2006. The newly acquired seismic is a “confirmational
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seismic”, as it will enable CEP to better define the prospects by confirming the old Soviet seismic data,
some of which is 30 years old, and set the drilling targets.

During winter 2006-2007 season CEP plans to acquire approximately 400km of 2D seismic on the Icha
licence area and interpret it during May-June 2007. This should be followed by additional drilling,
depending on the results of the drilling of the first three exploration wells and Icha seismic interpretation.

1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07

CEP/KNOC
2D seismic acquisition in Tigil

Seismic processing and interpretation

Mobilisation of drilling equipment

Drilling of 3 exploration wells

2D seismic acquisition in Icha

Seismic processing and interpretation

Rosneft/KNOC

2D-3D seismic and processing

Drilling of 3 exploration wells

AIM listing and drilling of three wells
Following the seismic acquisition CEP plans to drill three exploration (wildcat) wells for a total cost of
GBP12.0mn. The CEP’s share of drilling costs will be funded from funds raised in an IPO on AIM in 
May-June 2006 when CEP plans to raise GBP15.0mn.

The company is planning to start mobilising drilling rigs from August 2006 following the seismic
interpretation. CEP is planning to contract Trinidad Energy Services Income Trust ("Trinidad") as a drilling
contractor. Trinidad is the third largest Canadian drilling services company based in Calgary that operates in
the North American oil and gas industry. Trinidad is Toronto Stock Exchange listed company (TDG-U CN)
with market capitalisation of C$1.4bn. It has 95 drilling rigs ranging in depths from 1,000 – 6,500 metres and
16 service rigs. The mobilisation of drilling rigs with 5,000 drilling depth capability is planned to start in mid-
August from Vancouver to Kamchatka to drill three wells in the Tigil licence during a period of six months.
CEP plans to drill three wells between November 2006 until April 2007 allowing two weeks for a rig-up for
each well and 40 days of drilling to 3,500m depth. After the end of the drilling season in April 2007 drilling
rigs will be held on standby until drilling commences in the Icha licence area in winter 2007-2008 season.

Use of proceeds and working capital
Majority of the funds raised in the IPO will be used for drilling of three exploration wells in the Tigil licence
area and for 400km seismic programme in the Icha licence area in winter 2006-2007. Additionally the money
raised in the IPO will provide CEP with funds for G&A, seismic processing and any other costs related to the
operations for at least the next 18 months, or until November 2007 (see table 8).

Exhibit 19: Operational schedule

Source: FDC, CEP
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The total estimated cash outflows of US$56.2mn (see table 8) will be funded by the proceeds from the IPO
and KNOC payments. During March-April 2006 CEP is expected to receive US$10.0mn from KNOC in
accordance with the JV agreement, including US$2.0mn for sunk costs incurred by CEP and 80% of the first
US$10.0mn of the seismic costs. Also over half of the exploration costs (53.75%) after the Tigil seismic
acquisition will be funded by KNOC. On balance we estimate that CEP will have a surplus of approximately
US$8.6mn after 18 months of operations barring cost overruns.

Seismic costs (US$)
Tigil (400km) 20,055,573
Icha (400km) 15,950,000
Total 36,005,573
per km = 45,007

Drilling costs (US$)
Mob/demob 4,000,000
Drilling (3 exploration wells) 21,750,000
Standby charges 7,500,000
Oilfield services, supply and CEP field staff 3,920,000
Total drilling costs (Tigil 3 wells + standby for Icha) 37,170,000
Total cost per well 12,390,000

Table 9: Seismic and drilling costs summary

Source: CEP, FDC

Cash outflows post-IPO until Nov 2007 (US$)
Seismic costs post-IPO (16,750,000)
Drilling costs (37,170,000)
G&A costs (2,327,000)
Total (56,247,000)

Cash inflows (IPO + KNOC) (US$)
CEP GBP15.0mn IPO (net of fees) 24,276,750
KNOC payments (53.75% of exploration costs) 28,552,000
KNOC share of Tigil seismic including:
80% of the first US$10mn 8,000,000
plus 50% of the sunk cost incurred by CEP 2,000,000
Subtotal KNOC 10,000,000
Total 62,828,750
Cash in hand (as of March 01, 2006) 2,000,000
Balance (US$) 8,581,750

Table 8: Working capital summary post-IPO until November 2007

Source: CEP, FDC
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Geological risks
The main risks to which investors in CEP are exposed are clearly geological given the exploration nature of
the company. The risks are stemming from a number of geological uncertainties that can only be reduced
by acquiring better quality seismic and actual drilling of exploration wells. The uncertainties range from the
presence of the reservoir to its quality, trap and seal integrity, migration and charge factors.

Since the reserve estimates have been made using reservoir information from outcrops and shallow wells
from the Nizhne-Kvakchinskoye field there can be no assurance that the reservoir extends into CEP
prospects area, or that the reservoir properties will be similar in CEP’s licence areas.

To better highlight the risk for investors not familiar with exploration companies we have used the SPE
(Society of Petroleum Engineers) and WPC (World Petroleum Congress) resource classification system (see
exhibit 20). As explained above at the current stage potential oil volumes in prospects identified by CEP in
its licence areas are classified as prospective resources. Although that is far from oil reserves and production
– at the top of the classification table – a commercial discovery would create tremendous value.

Chance of success and impact of new seismic
ECL has estimated COS in Tigil and Icha at between 3.8% to 10.0% and views most of the prospects to be
high risk with the lowest risk prospect being prospect C in the Icha licences with 10.0% COS.

While most of the prospects were mapped based on either poor quality seismic data, seismic and gravity
data or only gravity data, Prospect C is defined on the basis of recent (1994-1996) seismic data of better
quality. Apart the more recent seismic used for defining prospect C in Icha the seismic records acquired
during the Soviet Union times between 1971 and 1984 are predominantly single fold.* Not only is the single
fold seismic of poor quality, but it can only be used for defining general structural trends. The seismic data
used for defining prospect C in Icha is however 24-fold.

In some cases not all seismic sections were available, as CEP could not source them and that was also one
of the reasons that some prospects were regarded as high risk by ECL.

We feel that ECL was conservative in its assessment of the COS and we take comfort from that. Due to the
above described reasons the COS is low despite the exploration history with a typical COS for exploration
prospects often around 10% and rarely below 5%, while COS in more mature hydrocarbon basins normally
increases to 20%-25%.

We believe that the better quality seismic data that is currently being acquired and which is planned to be
acquired in the Icha licence will reduce the risk of the prospects and raise COS potentially to 10.0% on
average from the current 4.0%-5.0% for most prospects. Consequently this would double the probabilistic
valuation of risked recoverable resources.

* Single fold seismic data is acquired after only one raypath crosses each reflection point to form a trace. The multifold seismic consists of data acquired
after several traces at the same time are combined at the same depth location, or stacked to form one trace. The multifold data reduces the noise-to-
signal ratio, which means that the resolution of the seismic and the accuracy of subsurface structures are greatly increased.
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An example of the impact that additional seismic may have on CEP’s licences is a lead on the western flank
of the Shapiro High identified in the Icha licences, which is in addition to the three prospects. The lead was
identified from gravity data, but the gravity data alone does not confirm structural closure and additional
seismic is required to confirm its status as a separate lead. If the anticline is a separate structure ECL thinks
it is well positioned to have received migrated oil from the Icha. However, due to the uncertain status of the
lead no resources were assigned at this stage.
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CEP holds a total of nine exploration blocks in British Columbia, Canada (B.C.). In eight blocks CEP’s
interest is 50% and in one of the blocks 25%. The blocks cover a total of 423km2 and are located in the
Nabesche River Valley, a mountainous part of the north-eastern British Columbia.

The lands are located in the “inner foothills belt” of the west Canadian sedimentary basin, which contains
the largest natural gas fields in western Canada. Potential source, reservoir and seal formations that
constitute a working petroleum system have been identified by ECL.

Risked P50
P50 Risked P50 Prospective

Recoverable Prospective Resources Net
P50 GIIP Resources COS Resources to CEP

Prospect (bcf) (bcf) (%) (bcf) (bcf)
Total 1,121 857 4%-6% 179 45

Area in CEP’s Other owners Renewable at
Permit number hectares interest Renewal date company’s option

Encana 50%
51805 8,913 25% Talisman 25% June 19, 2006 yes
52934 6,311 50% Talisman 50% June 19, 2006 yes
52935 6,893 50% Talisman 50% June 19, 2006 yes
54713 16,117 50% Talisman 50% October, 2006 yes
Total 38,234

Area in CEP’s Renewable at
Lease number hectares interest Expiry date company’s option
57451 575 50% Talisman 50% October 18, 2010 yes
57452 2296 50% Talisman 50% October 18, 2010 yes
57453 287 50% Talisman 50% October 18, 2010 yes
57454 574 50% Talisman 50% October 18, 2010 yes
57455 287 50% Talisman 50% October 18, 2010 yes
Total 4,019

Assets – Canada

Table 10: Summary of B.C. permit and lease terms

Table 11: Summary of prospective recoverable resources in B.C.

Source: CEP

Source: ECL

The lands have been farmed-out to Talisman Inc. and Encana and CEP has no work commitments
in B.C. permits.

On the basis of prospect maps constructed by CEP, together with reservoir parameters estimated by ECL, 
a probabilistic volumetric estimation of risked P50 prospective natural gas resources was carried out by ECL,
which are summarised in table 11 below.
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Given that CEP is an exploration company, whose properties and geological risks have been assessed by
ECL, with results presented in the competent person’s report and that there are no cash flows to discount,
or project at this stage, we have used ECL’s probabilistic valuation for the purposes of the IPO.

Conceptual production profiles
ECL has developed conceptual production profile for each prospect from its P50 recoverable oil resources.
The timing of exploration and appraisal wells is summarised in table 12 below.

Valuation

Prospect Discovery well date
Tigil G (or G1 and G2) 2006
Tigil R 2006
Tigil G3 (if not G case) 2007
Icha A 2007
Tigil E 2008
Icha B 2008
Tigil B/C 2009
Tigil F 2009
Tigil A 2010
Tigil D 2010
Icha C 2010

Table 12: Timing of explorations and appraisal wells

Additionally ECL has assumed:

– the production start-up date three years after discovery

– production from vertical wells to be supported by maintaining pressure by water injection 

– initial flow rates of 2,300bopd – 2,500bopd for each production well

– annual decline rates of 15%

– a plateau production rates from the Tigil area as summarised in table 13

Other assumptions include:

– facilities downtime of 10% per year due to shut downs resulting from poor weather conditions,
workovers, etc

– one rig would drill eight producer and two injector wells per year

– any gas produced would be re-injected

Source: ECL
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Oil price assumptions
The oil price assumption used by ECL is a conservative US$35.0/bbl, although the oil prices forecasts used
are in real terms inflated at 2.5% per annum. Compared to the current oil price forward curve, which is
above US$ 60.0/bbl until 2010 (see exhibit 2), that is a conservative view. Brent oil was used as a benchmark
price due to expectation for similar gravity of crude from Kamchatka.

Capex
For capital expenditure assumptions ECL has used information provided by CEP and modelled two Capex
scenarios:

1. A high capital cost scenario (Capex case A) – an onshore development with a tank farm of 1.25mmbbl
capacity including an offshore export pipeline with offtake to tanker by single anchor loading. This scenario
would allow fast tanker turn around of 1mmbbl in 24 hours. The total Capex of the onshore development is
estimated at US$595mn.

2. A low capital expenditure scenario (Capex case B) involving an offshore development with minimum
storage facilities (tank farm of 150,000bbl capacity), which would require a smaller offshore export pipeline
with offtake to tanker by single anchor loading. The total Capex of the onshore development is estimated
at US$340mn.

In addition to the above Capex assumptions ECL also assumed:

– use of satellite gathering centre each for a maximum of 15 wells producing an average of 1,500bopd

– a number of satellite gathering stations for each prospect dependent on the plateau production

– abandonment costs of US$50mn per prospect

Prospect Plateau production rate (bopd)
Tigil G 275,000
Tigil G 185,000
Tigil G 285,000
Tigil G 340,000
Tigil R 85,000
Tigil A 25,000
Tigil B/C 40,000
Tigil D 25,000
Tigil E 40,000
Tigil F 25,000

Table 13: Plateau production rates incorporated into the production profiles

Source: ECL



CEP International Petroleum Equity Research Report • 34

Operating costs
Operating cost were estimated using fixed costs per year, fixed cost per well and an export cost based on
the transportation to the world markets. Due to Kamchatka peninsula being ice-bound during the winter
ECL also assumed that cost of leasing an ice-breaking tanker would cost US$1.00 – US$1.25/bbl in cases
where no storage at the field or terminal is assumed.

Independence from Transneft
In FDC’s view CEP, by being located onshore Kamchatka, has an advantage due to independence from
Russian oil pipeline monopoly Transneft’s network. In case of a commercial discovery CEP will be in a
position to export all of its oil production, rather than one third via Transneft pipelines, as stipulated by
current legislation in the country.

Although Russian major oil companies use other means of transportation for oil export, such as rail and river
barges, netbacks on such exports are much lower than exports via oil pipelines due to high rail tariffs.
Moreover, CEP would not only avoid high Transneft transportation tariffs but its costs would be minimised
by small distance to the coast. CEP’s tidewater location is therefore ideal for a junior oil company.

Being dependent on oil exports from Russia, CEP will however be inevitably exposed to a punitive oil
export tax schedule, like all other producers in Russia. The tax schedule came into effect in August 2004
since when the total government tax take is 90% of revenues generated from exports at prices above
US$25.0/bbl.

Royalties and taxes
This information was provided by CEP to ECL and includes:

– royalty on mineral extraction of 16.5%

– production licence fees of US$500/km2 (Rub15,000/ km2), i.e. US$0.1mn was incorporated into ECL’s
economic model to account for production licence fees

– export duties were assumed in line with the Russian sliding scale tax schedule

– property tax of US$0.45/bbl

– social tax of US$0.66/bbl

– corporate income tax of 24%

ECL’s valuation is summarised in the table 14 showing EMV’s net to CEP based on NPV discounted at 12.5%.
The EMV’s of the prospects were calculated using the following formulae:

EMV = (NPV x COS) – (COF x (1 – COS))

Where COS means chance of success and COF means cost of failure to find oil, or a dry hole– in this case
US$7.0mn per exploration well, of which CEP’s share is US$3.2mn.

Given that at 12.5% discount rate most of the prospects have negative EMV, for illustrative purposes we
have also presented EMV’s discounted at 10% in table 13.
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Canadian assets
The estimated monetary value discounted at 10% of the CEP’s Canadian exploration permits post-tax is
US$3.1mn (see table 15 below).

The EMVs of the CEP share of the prospective resources were calculated using the following formulae: 

EMV = (NPV x COS) – (COF x (1 – COS))

Where COS means chance of success and COF means cost of failure to find gas, or a dry hole– in this case
a total of US$7.3mn for all three prospects. For the valuation ECL-Canada used mid-cycle natural gas price
of US$6.00/mmBTU and a transportation tariff of US$1.00/mcf.

Economically Produc- NPV @ NPV (%) EMV @ EMV @ EMV @ EMV @
recoverable tion 12.5% 12.5% 12.5% 12.5% 10.0% 10.0%

oil net to Start Capex Capex Capex Capex Capex Capex
Prospect CEP (mmbbl) date case A case B COS (%) case A case B case A case B
Tigil G 516 2010 792 903 5.0 26.9 31.1 37.5 56.1 
Tigil G1 115 2009 114 179 4.4 1.1 3.6 3.2 7.2 
Tigil G2 119 2009 135 211 3.8 1.9 4.8 4.4 7.4 
Tigil G3 61 2010 58 82 3.8 -1.0 -0.1 0.2 0.9 
Tigil R 53 2009 117 183 5.0 2.7 6.0 5.5 8.9 
Tigil A 37 2013 37 44 5.0 -1.3 -1.0 -0.3 –   
Tigil B/C 49 2012 52 73 5.0 -0.6 0.5 0.9 1.9 
Tigil D 31 2013 27 33 5.0 -1.8 -1.6 -1.1 -0.8 
Tigil E 65 2011 71 100 6.3 1.3 3.2 3.8 5.4 
Tigil F 39 2012 35 42 7.5 -0.5 0.1 0.9 1.4 
Icha A 237 2010 248 322 4.0 6.7 9.7 11.2 14.3 
Icha B 68 2011 71 100 4.0 -0.4 0.8 1.2 2.2 
Icha C 15 2010 –   –   10.0 –   –   –   –   
Total 1,079 – 1,582 1,954 – 37.6 51.3 61.0 90.2 

Table 14: Summary of CEP’s valuation of Tigil and Icha licences 

Source: ECL

NPV @ NPV @
10% net to 10% net

NPV @ 10% CEP COS to CEP
Prospect (US$ mn) (US$ mn) (%) (US$ mn)
Sheet 2 162.0 47.9 16 0.9 
Sheet 3 369.0 105.4 4 2.2 
Extension 73.0 36.3 6 -0.8 
Total 604.0 189.6 3.1 

Table 15: Summary of EMV of CEP’s B.C. licences

Source: ECL
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IPO valuation
The EMV @ 12.5% of Russian licences net to CEP is US$37.6mn-US$51.3mn and Canadian interests 
EMV @ 10% net to CEP is US$3.1mn. After the 20% IPO discount the pre-money asset valuation is
IUS$40.7mn-US$ 54.4mn.

To that amount we added cash proceeds from the assumed conversion of warrants, cash in hand of
US$2.0mn and US$10.0mn that CEP is due to receive from KNOC during March-April 2006.

The pre-money valuation was carried out using 50,903,629 shares on fully diluted basis and the post-money
valuation using 73,419,256 shares on the basis of lower valuation of Russian assets of US$37.6mn.

Based on the above CEP was valued at GBP 0.67-GBP 0.79 per share, of C$1.34-C$1.59 per share, as
summarised in table 16.

Capex case A Capex case B
US$ US$

pre-money EMV @ 12.5% 40,700,000 54,400,000
pre-IPO discount 20% 20%
plus proceeds from exercise of warrants 14,786,348 14,786,348
cash in hand as of March 10, 2006 2,000,000 2,000,000
cash from KNOC 10,000,000 10,000,000
Enterprise Value (EV) 59,346,348 70,306,348

FD* # of shares 50,903,629 50,903,629
EV per share (US$) 1.17 1.38
EV per share (C$) 1.34 1.59
EV per share (£) 0.67 0.79

new shares to raise £15mn 22,515,627 19,006,684
FD # of shares post-IPO 73,419,256 69,909,313

Mcap at IPO on FD basis (US$) 85,596,348 96,556,348
Mcap at IPO on FD basis (£) 48,912,199 55,175,056
*FD means fully diluted (ordinary shares outstanding + warrants + options)

Table 16: CEP valuation summary

Source: FDC

At the time of writing this research report the company is considering cashless exercise of warrants to
simplify its capital structure. In case such a transaction is approved prior to the IPO we have presented in
table 17 an alternative valuation, which is the same as the base case.
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Capex case A Capex case B
US $US$

pre-money EMV @ 12.5% 40,700,000 54,400,000
pre-IPO discount 20% 20%
plus proceeds from exercise of warrants – –
cash in hand as of March 10, 2006 2,000,000 2,000,000
cash from KNOC 10,000,000 10,000,000

59,346,348 70,306,348

FD* # of shares 38,220,814 40,197,928
EV per share (US$) 1.17 1.38
EV per share (C$) 1.34 1.59
EV per share (£) 0.67 0.79

new shares to raise £15mn 22,515,628 19,005,685
FD # of shares post-IPO 60,736,442 59,203,613

Mcap at IPO on FD basis (US$) 70,810,000 81,770,000
Mcap at IPO on FD basis (£) 40,462,857 46,725,714
*FD means fully diluted (ordinary shares outstanding + warrants + options)

Table 17: CEP valuation summary assuming cashless warrants exercise

Source: FDC
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Transaction Reserves/ Reserves/
price Resource Resources
(US$ mn) Date Category Classification Location US$/boe
12.4 Mar-05 C3 / D1 Russian West Siberia 0.0600 Salymsky-2
7.2 Mar-05 C3 / D1 Russian West Siberia 0.0400 Salymsky-3
29.8 May-05 C1+C2+C3 Russian West Siberia – Tyumen 0.2600 Zimniy block
15.4 Jul-05 C1+C2 Russian East Siberia – Yakutia 0.0780 Tympuchikanskiy block
0.3 Sep-05 C1+C2 Russian East Siberia – Yakutia 0.0050 Khotogo-Murbaiskiy

block (natural
gas deposit)

Table 18: Comparable transactions

Source: Sibneft

Resource valuation and comparable transactions
The EMV @ 12.5% of CEP’s net prospective resources of 1,079bbl has been estimated by ECL at US$55.9mn
on risked basis, or 5.2 cents per barrel of prospective resource.

In table 18 we have presented several comparable transactions, i.e. licence auction results, made by Sibneft
(recently acquired by Gazprom) during 2005. We think that CEP’s prospective resources would
approximately be an equivalent of C3/D1 category under the Russian reserves-resources classification. 
The table confirms that CEP’s resource valuation falls well within the range of prices achieved at subsurface
resource auctions by Russian oil companies.

Given that CEP has tidal water location and is independent of Transneft, in our view its resources should be
valued at a premium to the top two transactions in table 18 in West Siberia, which we expect to happen
following the new seismic acquisition.

The last transaction carried out in September 2005 was for natural gas resources-reserves in Eastern Siberia,
where there is no gas pipeline infrastructure. This explains 0.5 cents per boe valuation.



CEP International Petroleum Equity Research Report • 39

We believe that investors who are prepared to back junior oil-exploration strategies should invest in
companies with high potential that are targeting large prospects, especially basin-entry strategies like CEP’s.

CEP is a very interesting opportunity to investors looking for exposure to an oil exploration junior in an early
stage of the exploration cycle. In conjunction with strong management, the project also includes tidal water
location and presence of international and regional majors in the area.

Following reprocessing of data obtained during the extensive exploration activity in Soviet times, CEP has
identified ten prospects from seismic profiles and gravimetry maps and all the elements for an oil play are
there including a petroleum system, reservoir rock in offset wells and abundant oil and gas shows in the
licence areas.

We think that the attractively priced IPO at GBP0.67-GBP0.79 (3.4-4.6 cents of risked recoverable resources
using probabilistic valuation of US$37mn-US$51mn), compensates investors for taking a risk at this stage.
After the “confirmation seismic” is interpreted we believe that the chance of success may approximately
double the probabilistic value of prospects. 

We believe that CEP is a unique oil exploration play for investors prepared to back-up a junior oil company
offering high risk/high reward profile.

Conclusion
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API American Petroleum Institute

bbl(s) barrel(s)

bcf billion cubic feet

bcm billion cubic metres of gas (1 cubic metre = 35.31 cubic feet)

bcpd barrels of condensate per day

bn billion

boe barrels of oil equivalent (1bbl = 6,000cf of natural gas)

bopd barrels of oil per day

bopd barrels of oil per day

cf cubic feet

cfd standard cubic feet per day

EIA Energy Information Administration (part of the US Department of Energy)

EV enterprise value

FDC Fox-Davies CAPITAL

ft feet

G&G geological and geophysical

GIIP gas initially in place

in inches

IRR internal rate of return

km kilometres

lead potential area where one or more accumulations are currently poorly defined and require more
data acquisition and/or evaluation in order to be classified as a prospect

m metres

MCap market capitalisation

mcf thousand cubic feet

mD milidarcy

mmbbls million barrels of oil

mmboe million barrels of oil equivalent

mmcf million cubic feet

mmcfd million cubic feet per day

mn million

NAV net asset value

NGL natural gas liquids

Glossary of terms
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NPV net present value

OGIP original gas in place

OOIP original oil in place

P1 proven reserves (reserves considered to have at least 90% chance of being recovered)

P2 probable reserves (reserves considered to have at least 50% chance of being recovered)

P3 possible reserves (reserves considered to have at least 10% chance of being recovered)

2P Sum of proven plus probable reserves

3P Sum of proven plus probable reserves plus possible reserves

P50 50% probability that value will be equal to or greater than stated value

Play recognised prospective trend of potential prospects, but which requires more data acquisition
and/or evaluation to define specific leads and prospects

Prospect potential accumulation that is sufficiently well defined to represent a viable drilling target

psi pounds per square inch

q-o-q quarter-on-quarter

STOIIP stock tank volume of oil initially in place, i.e. prior to production

t tonne (1t = 7.33 barrels of crude oil)

t/d tonnes per day

WTI West Texas Intermediate

y-o-y year-on-year
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Exploration
West Kamchatka, Russia

• CEP owns interests in the Tigil and Icha licences

onshore West Kamchatka in the far east of Russia

covering 6,274km2 and has identified ten

large prospects

• Tidewater location provides independence from

Transneft pipeline infrastructure 

• ECL-Scott Pickford has estimated recoverable

prospective resources at 1.1bn barrels net to CEP

on unrisked basis and 55mmbbl on risked basis

• The EMV @ 12.5% was estimated at US$38mn-

US$51mn net to CEP, or £0.67-£0.79 a share on

fully diluted basis (equivalent of 3.4-4.6 cents a

barrel of prospective resources)

• CEP recently completed a 50% JV with Korea

National Oil Corporation and retained operatorship;

KNOC is also the 40% joint interest partner in a

contiguous offshore block held by Rosneft 

• The company is currently operating a 400km 2D

seismic acquisition programme in Tigil, which is

expected to reduce the exploration risk

• We believe that the chance of success post seismic

may double to approximately 10% and boost the

probabilistic valuation

• CEP and KNOC will commence a three well drilling

program in 4Q06 after an IPO on the AIM in May-

June 2006 and fund raising of £15mn

Fox-Davies CAPITAL
Whitefriars House,
6 Carmelite Street,
London EC4Y 0BS

T +44 (0) 20 7936 5200
F +44 (0) 20 7936 5201

www.fox-davies.com

A satellite image of the Kamchatka Peninsula


