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TORQUAY OIL CORP.   
    

Price June 22 (TOC.A) $1.15 

52-Week Range $1.75-$0.25  

Shares O/S Class A 10.88 million 

Shares O/S Class B 1.26 million 

Market Cap $13.96 million 

50-day Average Volume 8,533 

200-day Average Volume N/A 

Fiscal Year-End December 31 

Symbol TSX-V: TOC.A 

 TSX-V: TOC.B 

Website www.torquayoil.com 
 

Financial Data 
 

 
 

eResearch Analysts: 

Eugene Bukoveczky, MBA, CFA  

Bob Weir, BSc, B.Comm, CFA 
 

Note: Report prepared with public information only. 

 

 
Source: www.bigcharts.com 

 

PROFILE 
Torquay Oil Corp. is engaged in oil and gas exploration, 

development, and production in the Western Canadian 

Sedimentary Basin, with a focus on southeast Saskatchewan and 

southwest Manitoba. The Company completed an IPO and became 

listed in April 2010. 

 

CORPORATE STRATEGY 
Torquay intends to acquire interests within its focus areas, 

principally through farm-ins, participation agreements, and 

acquisitions. The Company's exploration emphasis will be placed 

on targets near established infrastructure, which have the potential 

to be placed in production soon after drilling success, in order to 

generate immediate cash flow.  

 

Focus areas will characteristically have moderate drilling and 

operating costs, and offer access to processing and transportation 

systems. Typical drilling depths between 1,000 and 2,500 metres 

will allow the Company to explore for oil and gas in Mississippian 

to Devonian formations, with average drilling and fracturing costs 

per well in the $1 million to $2.5 million range. A combination of 

horizontal drilling and fracture stimulation (“frac-ing”) will be 

employed to increase well production. 

 

The risks in this type of exploration are generally considered by 

industry participants to be lower than the risks involved in drilling 

previously unexplored areas. 
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INVESTMENT CONSIDERATIONS 
 

Strengths 

 
 Experienced management with expertise in the area of focus. 

 Significant exposure to a major oil-producing area that is geologically well defined. 

 Development plans call for the use of the latest horizontal drilling technology employing multi-stage frac-

ing. 

 

Challenges 

 
 Development activities are capital-intensive and funding challenges are ongoing. 

 Execution risks are high, given the tight drilling schedule. 

 A recent publicly-traded company with a short track history, small market cap, and little share liquidity 

(float). 

 

 

CURRENT PROJECTS 
 

To date, the Company's acquisitions have focused on the Bakken resource play in southeast Saskatchewan. The 

Bakken pool is estimated to contain 5 billion barrels of high-grade light oil (40˚ API) and associated natural gas and 

liquids. The pool is the second-largest conventional light oil pool discovered in western Canada, and is the largest 

conventional pool discovered in more than 50 years in that area. The pool lies approximately 2,300 metres 

underground, with a thickness of between 3 and 8 metres. 

 

COMMENT: The Bakken is a major focus area for several significant oil exploration companies. 

 

1. Viewfield 

 
On June 2, 2010, Torquay signed a purchase-and-sale agreement to acquire approximately 125 bbls/d of oil 

production in the Viewfield area of southeast Saskatchewan, along with 100%-owned facilities and prospective 

development lands. Current production comes from the Bakken formation.  

 

The total consideration is $10.2 million, of which approximately $8.7 million will be paid in cash and approximately 

$1.5 million will be paid by the issuance of Class A shares of the Company. The acquisition is expected to be 

completed on or about July 2, 2010. 

 

Proved & probable reserves were independently estimated at 354 million barrels of Bakken oil. Based on an 

independent reserves evaluation, prepared by McDaniel & Associates Consultants Ltd. and dated effective March 

31, 2010, transaction metrics for the acquisition are approximately $81,600 per flowing barrel of oil and $28.83 

proved plus probable (2P) per barrel in the ground. 

 

Current plans call for the drilling of five wells this year, with an additional 10 wells to be drilled in 2011. The 

Company estimates that each well will have a risked net present value (NPV) of between $1.5 million and $2.1 

million. 

 

Torquay has identified up to 13 net additional development drilling locations on lands associated with the purchase.  
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2. Lake Alma 

 
On February 1, 2010, Torquay entered into a farm-out and option agreement with an undisclosed major industry 

participant (possibly Crescent Point Energy as suggested on the accompanying map) on certain lands which are 

located in the Lake Alma area in southeast Saskatchewan, about 50 miles southwest of Weyburn. Over the past 24 

months, the area has attracted over $300 million in investment by other industry parties. 

 

The property has multiple productive horizons - Bakken, Ratcliffe, Midale, Birdbear, Red River and Yeoman - with 

the Bakken “A” unit present across the farm-out lands. 

   

The terms of the agreement call for Torquay to drill four test wells, of which the first test well was spudded on May 

13, 2010. 

 

The test wells are estimated to cost approximately $2,500,000 per well. Multi-stage frac technology will be 

employed. Torquay expects initial production from each well to be in the 150 barrel/day range, and total reserves 

per well to be 120,000 barrels. The netback on this production is projected to be $50 per barrel. 

 

On May 7, 2010, Torquay entered into a participation agreement with Chinook Energy Ltd. (“Chinook”), a wholly-

owned subsidiary of Storm Ventures International Inc. Under the agreement, Chinook will participate with Torquay 

in the four commitment test wells to be drilled pursuant to the Lake Alma farm-out and option agreement. Chinook 

has agreed to participate with Torquay as a joint farmee for a 40% working interest and will be responsible for its 

share of all obligations under the Lake Alma farm-out and option agreement. 

 

Figure 1: Torquay Oil Corp., Lake Alma Area, Saskatchewan 

 

 
Source: Torquay Oil Corp. 
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COMMENT: To date, the Company has not released information regarding the drilling of the above wells. 

 

 

FINANCIAL 
 

Initial Public Offering 

 
On April 9, 2010, the Corporation completed an Initial Public Offering for gross proceeds of $14,000,000. A total of 

14,000 units (representing the maximum offering) at a price of $1,000 per unit were sold, with each unit consisting 

of 400 Class A shares at a price of $0.25 per share and 90 Class B shares at $10 per share, of which both classes of 

shares were issued on a "flow-through" basis under the Tax Act. The Class A shares and the Class B shares are 

listed for trading on the TSX-V under the stock symbols TOC.A and TOC.B, respectively. 

 

Acquisition Equity Financing 

 
In conjunction with the Viewfield acquisition, Torquay announced, on June 2, 2010, that it had entered into an 

agreement with a syndicate of agents to offer for sale, on a private placement "reasonable commercial efforts" basis, 

$12,012,000 of subscription receipts at a price of $1.05 per subscription receipt. The offering is expected to close on 

or about June 29, 2010. 

 

Working Capital 
 

As of May 31, 2010, Torquay had working capital of $11.3 million. This is more than sufficient to meet the 

Company’s share of the drilling obligations under the Lake Alma farm-out and option agreement.  

 

OUTLOOK 
 
Successful employment of multi-stage frac technology by other industry participants drilling into the Bakken 

structure suggests that there is a strong likelihood that Torquay will be able to achieve its production targets at Lake 

Alma. Viewfield, which was acquired at below-average cost, will likely follow a similar development path. Within 

the next 12-24 months, Torquay could achieve the status of a significant junior producer. 

 

MANAGEMENT & DIRECTORS 
 
J. Brent McKercher:  President and Chief Executive Officer and Director 

Terry R. McCallum:  Vice President, Exploration and Chief Operating Officer and Director 

Darwin K. Little:  Vice President, Finance and Chief Financial Officer 

Stephen D. Irish:  Vice President, Land 

Angus Jenkins:  Vice President, Operations 

Robert R. Verbuck:  Corporate Secretary 

Harley L. Winger:  Chairman of the Board and Director 

Allen F. Emes:  Director 

Wazir C. Seth:  Director 
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SHARE STRUCTURE  
 
As of May 31, 2010 

 

● Issued and Outstanding Class A Shares 10,880,000 

● Issued and Outstanding Class B Shares *   1,260,000 

● Stock Options                   1,213,000 

 
Note *: 

 

The Class A shares and the Class B shares have equal voting rights, being one vote per share, and participate, on a 

pro rata basis, in the payment of dividends, if declared, and the liquidation of assets, if wound up. 

 

The Class B shares will be convertible, at the option of the Company, at any time after March 31, 2013 and on or 

before March 31, 2015, into Class A shares upon five days’ prior notice to holders of Class B shares. The number of 

Class A shares obtained upon conversion of each Class B share will be equal to $10.00 divided by the greater of 

$1.00 and the current market price of the Class A shares at the effective date of conversion.  

 
If the Company fails to exercise the option to convert the Class B shares into Class A shares by the close of business 

on March 31, 2015, then the Class B shares shall be convertible, at the option of the shareholder, at any time on or 

after April 1, 2015 and on or before April 30, 2015 into Class A shares. Any Class B shares outstanding at the close 

of business on April 30, 2015 shall be automatically converted into Class A shares. Under either scenario, the 

number of Class A shares obtained upon conversion of each Class B share will be equal to $10.00 divided by the 

greater of $1.00 and the current market price of the Class A shares at the effective date of conversion. 

 

 

CORPORATE INFORMATION 
 

Torquay Oil Corp 

600, Bow Valley Square III 

255 - 5th Avenue SW 

Calgary, Alberta T2P 2V7 

Telephone: 403-233-2444 
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ANALYST CERTIFICATION 
  

The Research Analyst who was involved in the preparation of this Research Report hereby certifies that: 

(1) the views, opinions, and recommendations expressed in this Research Report reflect accurately the Research 

Analyst’s personal views concerning any and all securities and issuers that are discussed herein and are the 

subject matter of this Research Report; and  

(2) the fees, earnings, or compensation, in any form, payable to the Research Analyst, is not and will not, directly 

or indirectly, be related to the specific views, opinions, and recommendations expressed by the Research 

Analyst in this Research Report. 

 

eResearch analysts on this report:  

 
Eugene Bukoveczky, MBA, CFA: Eugene Bukoveczky has considerable international research and analysis 

experience. In Dubai, as a Senior Investment Analyst, he performed various responsibilities for one of the largest 

private client asset management operations in the Middle East, including establishing and managing a global 

emerging market equity investment portfolio that focused on large value-equity transactions. He also worked in Abu 

Dhabi as a Senior Business Analyst. Mr. Bukoveczky also has extensive experience with risk management systems 

and derivatives trading assessment. 

 

Bob Weir, B. Comm, B.Sc., CFA: Bob Weir has 43 years of investment research and analytical experience in both 

the equity and fixed-income sectors, and in the commercial real estate industry. He joined eResearch in 2004 and 

has been its President, CEO, and Managing Director, Research Services since May 2005. Prior to joining eResearch, 

Mr. Weir was at Dominion Bond Rating Service (DBRS), latterly as Executive Vice-President responsible for 

supervising the firm’s 34 analysts and conducting the day-to-day management affairs of the company.  

 
Declaration: I, Eugene Bukoveczky, and I, Bob Weir, hereby state that, at the time of this report, I do not own, 

directly or indirectly, any shares in Torquay Oil Corp. 

 

DISCLAIMER 
 

StockPotentials Reports 
 

The eResearch StockPotentials reports are written on companies that eResearch believes have 

interesting prospects, are smaller in size and, therefore, have little or no following on the Street, and which would 

benefit from the exposure that eResearch can provide through the dissemination of the reports via our extensive 

electronic distribution network.  

 

eResearch wrote this report from publicly-available information. Neither a Target Price nor a Recommendation 

concerning the shares of the Company is provided. 

 

eResearch does not receive a fee for the preparation and publication of StockPotentials reports, and 

Torquay Oil Corp. did not pay eResearch a fee for the preparation and publication of this report. 

 


