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Impressions from Kurdistan site visits 

This week, Genel, Gulf Keystone, ShaMaran and HKN hosted site visits in 
Kurdistan. The days included management presentations, site visits at 
several key locations (production and developments) and a meeting 
with energy advisor Dr Ashti Hawrami, the former oil minister in 
Kurdistan. Our key impressions were: 

 

Taq Taq (Genel 44%): Before 2016, Taq Taq was Genel’s most important field in terms of 
production (50-60% of total working interest production). However, in 2016 and 2017 
both production and reserves declined dramatically. In recent quarters the production has 
stabilised and was 11,500 boe/d gross from approximately 15 wells the day we visited the 
field. That is slightly down from approximately 13,000 during H1 19. We have included the 
field at GBp 21/share in our Genel SOTP valuation, or ~6% of our NAV estimate. We 
learned that the processing facility is very efficiently operated by only five people and 
there had been close to 100% uptime over the past few months. One issue with the 
processing facility is the fact that is designed for substantially higher production than the 
current production and that only 10-15% of the total capacity is utilised. As far as we 
understand, there is a scenario to truck the Bina Bawi oil to the Taq Taq plant and use the 
pipeline from Taq Taq to Fishkabour (close to the Turkey border) as the export route for 
the oil to international markets. 

 

Bian Bawi (Genel 100%): The oil and gas field was acquired by Genel from OMV in 2015. 
The resource potential is enormous (above 1bn boe) but the lack for 1) an oil development 
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Shaikan (Gulf Keystone 80%): Gulf Keystone is s single asset company with 80% share in 
the Shaikan field. Our visit at the field included a tour of the PF-2 well which is about to 
initiate the 25-day planned shutdown for maintenance and debottlenecking to bring total 
capacity at Shaikan to 55 kboe/d. Our forecasts assume around 55 kboe/d by end 2020 
and further ramp up to 75 kboe/d by mid-2022. Official guidance for the 55 and 75 target 
is slightly more aggressive and there may therefore be some upside potential to our 
production forecast. At the Shaikan there is currently ongoing civil works needed to lay 
the PF-1 pipeline to the Kurdistan Export Pipeline, which is expected to be operational in 
the coming weeks. 

 

Atrush (ShaMaran 27.6%): Atrush comprises the entire GAV of our ShaMaran valuation. A 
few quarters ago, the company’s owner share in Atrush increased from 20.1% to 27.6% 
after Marathon’s decision to exit Kurdistan. The deal was in our view made at very 
attractive multiples. Our impression from the Atrush field was well run operation that has 
a significant potential to expand. The field is operated by Taqa, perhaps a not well know in 
a capital markets context. However, we were impressed by the operations that focused on 
involving and training local Kurdish workers, which contributes to lowering costs and 
brings positive effects for the local community. The day we visited the field, the 
production was 38 kboe/d, above our forecast of 34 kboe/d for H2 19. We also got the 
impression that 50 kboe/d is reachable within year end 2019, highlighting the scalability of 
the operations. 

 
Sarsang (HKN Energy 62%): HKN has been present in Iraqi Kurdistan since 2007 and is 
backed by strong and experienced oil and gas investors Ross Perot Jr. and Kerogen Capital. 
US-based HKN Energy holds a 62% participating interest in the prolific Sarsang block, with 
Total being the partner. We got impression of a well-run operation with significant 
security presence. The next phase of Sarsang is well underway with civil works and more 
currently being carried out in the site. 

 
Other impressions and comments from our week in Kurdistan: 

• Good meeting with Ashti Hawrami (under Chatham rules, we do therefore not 
include any summary or comments from that meeting. 

• Security in focus everywhere, as expected. For example, at our trip to Bina Bawi 
suddenly 2-3 jeeps with Peshmerga special forces unexpectedly showed up. 
Despite presence of Peshmerga and private security forces (or maybe just 
because of that), Erbil is a safe town for Western companies.   

• No gossip around DNO’s Baeshiqa drilling (which we had hoped for). 

• Erbil airport busier compared to last time we visited Kurdistan in 2011/12. 

• A lot of construction work going on everywhere (buildings, roads etc). However, 
we also observed a number of empty buildings where construction work had 
ceased (due to lack of financing?) 

• High-profile Chinese companies had meetings at the hotel we stayed at. 
Historically, Russian companies have funded projects in Kurdistan. Is China 
intensifying its efforts in Kurdistan? 
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General comments for the Kurdistan focused companies in our coverage universe: 

We like the investment cases for the Kurdistan companies. Several (at least DNO, Genel 
and Gulf Keystone) have reported very strong cash flows over the past years, they have 
moved from a net debt to net cash position and stated to pay dividends. For companies 
with uncertain cash flows (goes for all non-OECD countries, but particularly Kurdistan due 
to the history of lack of payments from KRG) we believe the signalling effect from dividend 
payment is more important than the potentially lack of investment opportunities. Lack of 
investment opportunities is probably the theoretically strongest argument in disfavour of 
dividend payments, we view that as less relevant for all the Kurdistan companies. We 
often get question around how we think around the regional risk for Kurdistan (non-OECD, 
IS, etc). For all Kurdistan players we use 12% WACC, which is well above the 8% we use for 
medium sized North Sea players. For long cash flows, such as most E&Ps are exposed to, 
12% vs 8% WACC actually makes a big difference. For example, NPV8 for a steady state 
(flat) 20-year cash flow is 31% higher compared to the NPV12 for the same 20-year cash 
flow. For a 30-year cash flow, the difference is 40%. 

We rate DNO Buy/tp NOK 19, Genel Buy/tp GBp 280, Gulf Keystone Buy/tp GBp 350 and 
ShaMaran Neu
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Pictures (source: SB1 Markets) 
Left: Taq Taq processing plant. Right: TT-34 well site (Taq Taq) 

  
Source: SpareBank 1 Markets. 

 

Left: TT-34 well site (Taq Taq). Right: View from Bina Bawi field 

  
Source: SpareBank 1 Markets. 
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Left: BB-3 well site (Bina Bawi). Right: View from a hill at the Sarta block 

  
Source: SpareBank 1 Markets. 
 

Left: Sarsang ground work. Right: Atrush rig 

  
Source: SpareBank 1 Markets. 
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Key figures E&P coverage universe 
E&P valuation sheet 

 

Company Ticker Mcap, 

USDm

Share Price 

(local fx)

Target 

(local fx)

Rec. EV/GAV P/NAV P/CORE 

NAV

Prod. Discov. Explor. Net cash 

(debt) & 

other

Africa Energy AEC 132          1.9 2.4 Buy 0.72x 0.67x 5.04x 0.0 0.9 2.5 -0.5

Aker BP AKERBP 9 719      238.1 305 Buy 1.01x 1.02x 1.05x 102.5 154.8 7.4 -30.6

Africa Oil AOI 415          8.2 13 Buy 0.38x 0.42x 0.49x 5.6 6.7 2.7 4.6

DNO DNO 1 563      12.7 19 Buy 0.70x 0.64x 0.68x 17.5 5.1 1.3 -4.0

Equinor EQNR 64 009    167.4 200 Buy 0.88x 0.85x 0.85x 132.1 84.1 0.0 -18.9

Genel GENL 634          177.0 280 Buy 0.23x 0.49x 0.49x 170.4 67.6 2.0 122.7

Gulf Keystone GKP 619          220.5 350 Buy 0.53x 0.53x 0.53x 358.1 52.6 0.0 2.8

International Petroleum Corp. IPCO 579          33.3 58 Buy 0.62x 0.53x 0.53x 53.7 12.3 0.0 -3.6

Lundin LUPE 8 673      280.0 315 Neutral 1.15x 1.25x 1.31x 58.2 283.0 10.8 -127.3

Maha MAHA A 280          26.0 31 Buy 0.83x 0.81x 0.83x 33.7 0.4 0.8 -3.0

Noreco NOR 610          208.0 310 Buy 0.90x 0.84x 0.84x 367.1 40.7 0.0 -159.7

OKEA OKEA 218          19.4 32 Buy 0.74x 0.57x 0.69x 29.0 21.3 5.8 -22.1

Panoro PEN 126          19.3 24 Buy 0.83x 0.79x 0.85x 15.6 11.9 1.6 -4.7

PetroNor PNOR 129          1.1 1.4 Neutral 0.68x 0.67x 0.87x 1.1 0.1 0.4 -0.1

Questerre QEC 70            1.4 4 Buy 0.35x 0.29x 0.32x 3.3 1.5 0.4 -0.4

ShaMaran SNM 123          0.5 0.7 Neutral 0.82x 0.64x 0.64x 0.7 0.9 0.0 -0.8

Tethys TETY 289          75.7 83 Neutral 0.71x 0.76x 0.77x 44.2 35.9 1.3 17.7  
Source: SpareBank 1 Markets. 

 
Relative valuation 

P/NAV and EV/GAV 
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Source: SpareBank 1 Markets. 
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Asset structure 
Asset structure based on bottom up valuation 
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Source: SpareBank 1 Markets. 

 
Oil prices 
Brent forward curve (x-axis: number of months) 

 

 
Source: SpareBank 1 Markets. 

 
Brent and WIT oil price last 12m 

 

 
Source: SpareBank 1 Markets. 
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Gas prices 
NBP forward curve (=UK gas price, x-axis: number of months) 

 

 
Source: SpareBank 1 Markets. 

 
Henry Hub forward curve (=US gas price, x-axis: number of months) 

 

 
Source: SpareBank 1 Markets. 

 
NBP and Henry Hub gas prices 

 

 
Source: SpareBank 1 Markets. 
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Oil market balance 
Global oil demand and supply (Based on IEA data, supply = monthly estimates, demand = quarterly estimates) 
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Sector Report 

 

 

DISCLAIMER 
 
SpareBank 1 Markets AS (“SB1 Markets”) 
This report originates from SB1 Markets’ research department. SB1 Markets is a limited liability company subject to the supervision of The Financial Supervisory Authority of 
Norway (Finanstilsynet). SB1 Markets complies with the standards issued by the Norwegian Securities Dealers Association (VPFF) and the Norwegian Society of Financial Analysts.    
 
Author’s own views  
This report is an outsider’s view of the securities referred to in the report. It has been produced by the authors independent of any issuers mentioned in the report, and 
independent of other divisions of SB1 Markets. The authors of this report confirm that, notwithstanding potential conflicts of interest referred to herein, the views expressed in 
this report accurately reflect the author’s personal views of the relevant issuers, and that no part of the authors’ compensation is related to the views expressed in the report, the 
performance of their investment recommendations, investment banking assignments or other specific services performed by SB1 Markets. The analyst partakes in the general 
bonus scheme of SB1 Markets, and as such, may receive compensation that is generated by overall firm profitability. 
 
No investment advice 
The report does not provide tailored investment advice within the meaning of section 2-3 (4) of the Norwegian securities trading act. The report is intended for general circulation 
and does not take into account the specific investment objectives, financial situation or particular needs of any particular person. You should seek advice from a financial adviser 
regarding the suitability of any product mentioned in this report, taking into account your specific financial objectives, financial situation or particular needs before making a 
commitment to purchase any such product. 
 
Research for the purposes of unbundling 
This report constitutes research material for the purpose of the MiFID II inducement rules. 
 
Sources of information 
This report may be based on or contain information emanating from SB1 Markets’ research department, other divisions of SB1 Markets, publicly available information, and other 
external sources. SB1 Markets deem these external sources reliable. However, we do not guarantee the accuracy, adequacy or completeness of such information. 
  
Limitation of liability 
Any use of information contained in this report is at your individual risk. SB1 Markets assumes no liability for any losses caused by relying on the information contained in this 
report, including investment decision you may have taken on the basis of this report. 
 
Risk warning 
By investing in financial instruments, you are inherently exposed to risks. Past performance is not a reliable indicator of future performance, and estimates of future performance 
are based on assumptions that may not be realized. When investing in financial instruments, the value of the investment may increase or decrease and the investor may lose all or 
part of the investments.  
 
This document contains certain forward-looking statements relating to the business, financial performance and results of the issuer and/or the industry in which it operates. 
Forward-looking statements concern future circumstances and results and other statements that are not historical facts, sometimes identified by the words “believes”, “expects”, 
“predicts”, “intends”, “projects”, “plans”, “estimates”, “aims”, “foresees”, “anticipates”, “targets”, and similar expressions. The forward-looking statements contained in this 
document, including assumptions, opinions and views of the issuer or cited from third party sources are solely opinions and forecasts which are subject to risks, uncertainties and 
other factors that may cause actual events to differ materially from any anticipated development. 
 
Conflicts of interest 
SB1 Markets, affiliates and staff may perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including derivatives) 
in any securities mentioned in this report. To mitigate possible conflicts of interest and counter the abuse of confidential information and insider knowledge, SB1 Markets has set 
up effective information barriers between divisions in possession of material, non-public information and other divisions of the firm. Our research team is well versed in the 
handling of confidential information and unpublished research material, contact with other departments of SB1 Markets, and restrictions on personal account dealing. 
 
IMPORTANT DISCLOSURES  
 
Previous company reports 
SB1 Markets may have provided research reports or other investment recommendations regarding the financial instruments of the issuers mentioned in this report over the past 
12 months. Please refer to our research portal for an overview of previously published company reports and investment recommendations: www.sb1markets.no (log-in required).  
 
Planned updates  
SB1 Markets generally update company reports and recommendations following the publication of new figures or forecasts by the issuer, or upon the occurrence of other events 
that could potentially have a material effect.  
 
Issuer disclosure 
This report was submitted to the issuers mentioned in the report in redacted draft form prior to publication for fact-checking purposes only. Because of comments received from 
the issuers, changes were made to the research report, but no amendments were made to the report’s conclusions./ This report was submitted to issuers mentioned in the report 
in redacted draft form prior to publication for fact-checking purposes only. No changes were made./This report has not been submitted to the issuer for review. 
 
Investment services provided by SB1 Markets 
SB1 Markets may have provided investment services and/or ancillary services to the issuers mentioned in this report and received compensation for it during the past 12 months. 
Please refer to our webpage for an overview of all investment banking assignments carried out in the last 12 months: www.sb1markets.no. Note that assignments subject to 
confidentiality are excluded.  
 
Ownership of securities issued by the companies covered in this report 
The authors of this report do not (alone or jointly with related persons) own securities issued by the companies mentioned in this report.  SB1 Markets may have holdings in the 
issuers mentioned in this report as a result of own account trading, market making and/or underlying shares as a result of derivatives trading. For an overview of instruments 
where SB1 Markets and related companies are market makers or liquidity providers, please refer to our webpage: www.sb1markets .no. Information on SB1 Markets’ holdings as a 
result of own account trading is available upon request.  
 
Material interest held by the issuers in shares issued by SB1 Markets 
The issuers mentioned in this report do not hold more than 5% of the total share capital of SB1 Markets or related persons.  
 
Valuation method 
The target prices on companies in the SB1 Markets’ research universe reflect the subjective view of the analyst about the absolute price that financial instruments should trade. 
The target price is based on an absolute valuation approach, which is detailed in our research reports. The target price can differ from the absolute valuation, in accordance with 
the analyst's subjective view on the trading or cyclical patterns for a particular financial instrument, or a possible discount/premium to reflect factors such as market capitalization, 
ownership structure and/or changes in the same, and company-specific issues. 
 
Recommendation categories 
Our equity recommendations are based on a six-month horizon, and on absolute performance. We operate with 3 recommendation categories where Buy indicates an expected 
annualized return of greater than +10%; Neutral, from 0% to +10%; Sell, less than 0%. 
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