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Eureka Platform: Return to Production 
(Pacific Energy reports in U.S. dollars; all figures have been converted to 
Canadian dollars, except as noted. All per-share numbers are on a diluted basis.) 

Event 
Pacific Energy announced this morning that the Minerals Management 
Service, U.S. Department of Interior, has approved the Company’s request 
for the “Pipeline Change of Service and Corrosion Protection and 
Monitoring Plans for the 6” and 10” Platform Eureka to Elly pipelines”. 

Details 
Since Pacific Energy assumed operation of the Beta Oil Field in March 
2007, the Company has been working on mechanical repairs and 
inspections of facilities and pipelines to satisfy safety and regulatory 
requirements. This work has allowed the connection of the offshore 
Eureka Platform, which has been idle since June 1999 due to the condition 
of the sub-sea pipeline that enables the transportation of crude oil to 
neighbouring Platform Elly, to be re-established, 

Production is scheduled to begin next month on the Eureka platform, with 
initial volumes of 1,000 to 2,000 bd, rising to 4,000 to 5,000 bd by Q3/08. 

With Eureka fully onstream, corporate production could increase by 
approximately 50%, although asset sales currently being pursued likely 
include producing properties. 

Eureka volumes are unhedged and will lower per-unit operating costs, as 
the fixed costs of the offshore facilities are allocated over larger volumes. 

Pending asset sales would strengthen the balance sheet and reduce 
interest payments. 

After fine-tuning our forecast, we estimate 2008 diluted cash flow per 
share of $0.25 ($0.39 basic). Annualized estimated cash flow based on 
Q4/08 is $0.40 diluted ($0.60 basic).   

Recommendation 
We have already factored this news into our valuation. We are therefore 
maintaining our BUY recommendation and $2.50 target price.  

 

 

COMPANY UPDATE 
March 28, 2008 
 

Overview 
• PFE announced that production on the Eureka 

Platform is scheduled to begin next month, with 
initial volumes of 1,000 to 2,000 bd, rising to 4,000 
to 5,000 bd by Q3/08. 

• We estimate 2008 diluted cash flow per share of 
$0.25 ($0.39 basic). Annualized cash flow based 
on Q4/08 is estimated at $0.40 diluted ($0.60 
basic). 

• We have already factored this news into our 
valuation. We are therefore maintaining our BUY 
recommendation and $2.50 target price. 

 
 
 
 
Price $1.35 Market cap. ($mm) 399.3$   
Shares O/S Diluted (mm) 295.8 Net debt 497.3
Avg. daily vol. 100,000 Enterprise Value 896.6$   

2005 2006 2007e 2008e
EPS -0.05 -0.19 -0.16 -0.01
CFPS 0.01 -0.05 -0.01 0.25
Production/mm shares 11.1 9.9 23.5 42.6

P/CF n/a n/a (217.9) 5.5
EV/DACF n/a n/a (675.0) 12.4

Revenues (mm) $7.4 $13.0 $139.7 $304.6
Cash Flow 0.2 (3.7) (1.3) 72.5
Net earnings (1.7) (13.6) (34.7) (3.0)

Oil & NGLs (bpd) 347 705 4,535 11,238
Natural gas (mmcfd) 0.4 0.0 3.0 8.1
Equivalent (6:1 boed) 405 705 5,039 12,588

Quarterly CFPS (diluted)
Q1 $0.01 $0.01 -$0.03 $0.03
Q2 $0.01 $0.01 $0.00 $0.04
Q3 $0.02 $0.00 $0.00 $0.08
Q4 $0.01 $0.00 $0.05 $0.10

Changes to Estimates Previous Estimates Current Estimates
Q4/07 FY08 Q4/07 FY08

Revenue $282.4 $77.0 $304.6
Cash Flow $67.6 $11.6 $72.5
Net Earnings $14.2 $2.2 ($3.0)
CFPS (diluted) $0.23 $0.05 $0.25
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IMPORTANT DISCLOSURES 

Stock Ratings 

Speculative BUY: The stock is in a high growth sector where 
price patterns are more volatile and of inherently greater risk.  

BUY: The stock is expected to exceed the average total return of 
the industry sector, on a risk-adjusted basis, over the next 
twelve months. 

HOLD: The stock is expected to be in line with the average total 
return of the industry sector, on a risk-adjusted basis, over the 
next twelve months. 

SELL: The stock is expected to be below the average total return 
of the industry sector, on a risk-adjusted basis, over the next 
twelve months. 

Distribution of Ratings 

Out of approximately 27 stocks in the Octagon Capital 
Corporation coverage universe, the ratings distribution is as 
follows:  
  

Speculative BUY      7.4% 
BUY  70.4% 
HOLD   11.1% 
SELL     3.7% 
Under Review     7.4% 

 

Distribution of ratings is updated the first of every month. 

Compensation Policy 

Analysts are compensated based on their performance.  Some of 
the evaluation criteria are: quality and effectiveness of research, 
soundness of the evaluations and recommendations, client 
feedback, internal peer reviews, analytical skills, profitability of 
the Capital Markets Group, timeliness and responsiveness.   

Dissemination Policy 

Octagon Capital Corporation shall deal fairly and objectively 
with all clients when disseminating investment 
recommendations and material changes from prior research 
reports. Octagon Capital Corporation utilizes a variety of 
channels to ensure, on a best effort basis, timely and effective 
dissemination of its research to its retail and institutional clients 
via electronic mail, fax, telephone or mail. Sales staff maintains a 
list of all clients and the securities or other investments each 
client holds to facilitate notification of clients of a change in an 
investment recommendation or updates in the subject security. 
Initial recommendations are made available to all clients who 
indicate an interest.  

Additional Disclosures 

Octagon Capital Corporation has acted as an advisor for a fee, 
or has been part of an underwriting syndicate of the Company 
in the past year. 
 
The analyst and/or associate and/or any immediate family 
member owns shares in the Company. 
 
The analyst has received payment of travel expenses from the 
Company for a site visit.  
 
The Analyst who prepared this comment has viewed the 
material operations of the issuer. 
 
The information contained herein has been obtained from sources that we 
believe reliable but Octagon Capital Corporation cannot guarantee its 
accuracy or completeness. This report is for the information of clients only 
and does not constitute an offer to buy or sell any of the securities mentioned 
herein. Octagon Capital Corporation and/or its directors, officers, employees 
and affiliated companies may at times have a position in the securities 
mentioned herein. Octagon Capital Corporation is a wholly owned 
subsidiary of Octagon Capital Partners Inc.  This report may not be 
reproduced in whole or in part without the express written consent of 
Octagon Capital Corporation. This report is not intended for nor should it be 
distributed to any person residing in the U.S.A. Octagon Capital Corporation 
is a member of the Canadian Investor Protection Fund. 
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