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Corporate

Cluff Natural Resources (CLNR)

Current price

0.75p

Sector

Cash rich and an attractive portfolio of prospects

Oil & Gas

Code

CLNR

AIM

AIM

Not surprisingly, CLNR as a North Sea exploration junior has been unable to escape the growing
malaise in oil and gas markets over the past three months and the sharp cutbacks in oil gas
industry capital spending. We believe, however, there is a case for considering the contrary
position. This reflects the sharp contango (futures prices higher than spot) in oil and gas futures
prices and the continuing commitment of Shell, CLNR’s joint-venture partner, in pursuing
exploration work on the promising Selene and Pensacola projects in the SNS (Southern North
Sea) gas basin. Furthermore, CLNR has a healthy balance sheet and operates with low fixed
overheads. As normality returns we continue to see scope for positive news flow in 2020
primarily reflecting a Selene drilling decision, the results of last August’s seismic shoot on the
Pensacola prospect followed by well investment decision, a possible farm out of the Dewar oil
prospect and the potential award of additional licenses in the latest UK licensing round.
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Commodity prices: As of early May 2020, the benchmark North Sea NBP gas price was about
13p/therm, down 65% from a year earlier and a multi-year low. However, NBP futures prices
which are arguably more relevant for investment decisions, are over 40p/therm in May 2025.
Investment cutbacks could precipitate a tightening gas market medium-term.
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P2437: Licence P2437 is located c.100km east of the Humber estuary and contains the Lower
Leman Sandstone Selene gas play. The licence is owned 50:50 by Shell and CLNR. The latter is
acting as the licence operator until a well decision is made. 3-D seismic has been evaluated in
recent months by Shell and CLNR. Selene is a relatively low-risk play in a prolific gas producing
zone. Crucially, it is also close to underutilised Shell owned infrastructure and is linked to the
Shell operated Bacton gas terminal on the Norfolk coast. We understand Shell remains
committed to the project and we believe spudding a Selene well is most likely in H1 2021. CLNR
are partially carried through the well with Shell paying 75% of costs.
P2252: Licence P2252 in which CLNR has a 30% non-operated interest is about 75km east of the
Tees estuary in the SNS. It contains the Pensacola Zechstein reef play. Such plays have yielded
interesting discoveries of late, including ONE-Dyas and Spirit’s recent discovery at Darach. We
believe the results of the seismic are encouraging and that a drilling decision will be made in Q4
2020 with the well being drilled in 2021.
32nd Offshore licence awards Q2 2020. CLNR has stated that the blocks applied for in the SNS
and CNS are highly prospective. Awards are expected to be announced in summer 2020 and, if
successful, will significantly enhance resource potential and add value
Financials: CLNR’s recently reported 2019 end year cash of £13.8m (current mkt cap of £10.5m)
was in line with our expectations. Given the low cash burn of the Company, our end 2020 cash
forecast is £12.0m The strong balance sheet, tight cost control and further steps we believe CLNR
has taken to reduce costs and conserve cash eradicates the need for a near term dilutive
fundraise and positions CLNR to comfortably weather the current market malaise .
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Allenby Capital acts as Nomad & Broker to Cluff Natural Resources (CLNR).
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