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Seplat Plc  | Earnings Report                                                                                                       3 months ended 31st March, 2016 

 Production shut-ins extend quarterly losses (N301.84  - NEUTRAL) 

 

• Seplat Petroleum Development Plc (Seplat) released Q1 

2016 unaudited results where it posted a second 

consecutive loss-after-tax ($22.5 million) vs. PAT of $24.9 

million in Q1 15. 

 

• Q1 16 losses stemmed from a combination of lower 

hydrocarbon receipts, relatively sticky extraction costs 

and higher net finance charges.  

 

 

 

• Seplat’s hydrocarbon receipts dipped 36% YoY to $83 

million, 23% below our forecast due to drop in output to 

34kboe/d (-5% YoY) and softer realised prices of 

$26/boe (-33% YoY). Output was dragged lower by 

sharp decline in oil production to 17kbbl/d (-38% YoY) 

as management was forced to suspend exports from mid-

February following the declaration of force majeure on 

Forcados offtake programme by Shell. The force majeure 

which was sequel to a leak on the Forcados Terminal 

subsea crude export pipeline resulted in ~40 days full 

production downtime for Seplat in Q1 16, compared to 

63 days and 11 days--full and partial downtime—in H1 

15 and H2 15, respectively. Notably, Seplat relies on the 

Trans Forcados pipeline infrastructure for ~95% of its oil 

exports, though management noted that it is in the final 

stages of establishing a temporary alternative export  

 

 

Income Statement Data ($’000)* 

  2016 – 3M 2015 – 3M %chg 

 Revenue 83,416 131,122 -36% 

 PBT (14,079) 24,757 NA 

 Tax (7,550) 215 NA 

 PAT (-21,629) 24,972 NA 

* unless stated 

otherwise    

 Balance Sheet Data ($ million) 

  2016-Mar  2015-Dec  %chg 

Oil & gas 
properties 1,426 1,437 -0.7% 

Receivables 726 811 -11.1% 

Cash 298 326 -8.5% 

Payables 326 375 -13.1% 

Net Assets 1,391 1,413 -1.5% 

 

Stock Data  

Price N340.00

52 week range    N151.74– N387.00

 Market Cap. (N'm)  191,571

 1-month Avg. Vol 72,144

Curr. PE  51.70x

Bloomberg Ticker   SEPLAT:NL 

SeplatPlc- Share Price Trend 

 
 Analyst(s) 

Oyekunle Omotayo-Benson 

oyekunle.omotayo-benson@arm.com.ng 

 

 

Drop in oil output drags sales to multi-quarter 

lows  



 

 

route at the Warri refinery jetty where crude oil exports will be sold FOB. 

 

• Importantly, despite the pressure on oil output, gas production remained resilient, 

doubling YoY to 100mmscf/d on the back of bourgeoning domestic uptake. 

Similarly, gas prices were 16% higher YoY at $2.98mmscf, nearly 40% above 

natural gas prices in the US. Consequently, gas production accounted for half of 

volumes in Q1 16, but 33% of revenue due to lower realisable prices relative to oil.  

 

Figure 1: Composition of Seplat’s volumes 

 

Source: Company financials, ARM Research 

 

• Seplat earned $2.9/boe ($9.1 million) in operating profit in Q1 16, 

relative to $13.6/boe ($44 million) same period last year as overall, costs—

production and administrative—dipped only 14% YoY to $74 million or 

$23.9/boe. Although management continue to streamline office expenses (-27% 

YoY) in line with depressed oil price environment, buoyed by increases in 

maintenance expenses (+37% YoY) and crude handling charges (+70% YoY) 

which offset lower royalties (-68% YoY), extraction costs remained relatively sticky 

at $54 million (-7% YoY). Crucially, though Q1 16 EBITDA of $9.4/boe ($29 

million) is half of Q1 15 EBITDA, it implies a 50% QoQ expansion, largely 

reflecting the increase gas contribution. 

 

• Earnings pressure was compounded by higher net finance charges of $19.9 million 
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(+16% YoY) which swung before-tax-earnings into negative territory (-$14 

million), even as $7.5 million taxes extended after-tax-losses to $22 million in Q1 

16. Importantly, Seplat commenced recognition of taxes following expiration of the 

initial three year pioneer tax status in 2015. Although management remain 

optimistic on getting an extension of the pioneer tax status for an additional two 

years, current fiscal pressures dim the prospect of such extension in our view.  

 

 

• Despite Seplat posting losses for the second consecutive quarter, bright spots in the 

result include higher gas output of 100mmscf/d (+100% YoY), reduction in NPDC 

receivables to $413 million (FY 15: $491 million) and decent liquidity and leverage ratios--

current ratio: 1.9x and net debt/equity: 0.4x. Nevertheless, cashflow pressures were 

evident in Q1 16 as reported operating cashflow of $64 million is only 70% of the 

combined capex and debt related cash outflow or 30% if working capital changes 

are ignored.  

 

 

 

• Despite the modest recovery in oil prices, extended production shut-in due to on-

going repairs of the Forcados terminal should keep revenues soft. Specifically, the 

repair of the Forcados terminal scheduled to be completed later this month or June 

2016, should push Seplat’s production downtime over H1 16 to ~100 days. 

Against this backdrop, we struggle to see Seplat’s oil output climbing over 

21kboe/d in H1 2016—13% lower YoY and 28% below Q4 15 level. Whilst we 

note that on-going plans to push some exports via the Warri refinery jetty could 

provide some respite for production, impact on this year is likely to be minimal as 

negotiations between Seplat and Mercuria (the proposed off-taker at Warri refinery 

terminal) is still on-going. The foregoing combined with elevated finance charges 

and resumption of tax payment should keep Seplat’s earnings soft over the rest of 

2016. That said, we expect cashflow pressures to ease on modest recovery in oil 

prices. 

 

• Following two consecutive quarters of losses Seplat now trades 50.7x current P/E 

and 5.7x 2016E EV/EBITDA, relative to respective 14.5x and 7.1x for Bloomberg 

Lower oil receipts stoke cashflow pressures  

 

Earnings to remain weak despite modest recovery in oil prices  

 



 

 

EMEA peers. Current share price is at a 12.6% premium to our FVE of 

N301.84/share. We downgrade our rating to a SELL from a NEUTRAL rating of 

the stock 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: ARM Research *unless otherwise stated 

 

 

 

 

 

 

 

QUARTERLY      
Income Statement 
($’000)* 

Q1 2016A Q4 2015A Q1 2016A Q2 2016F  
Volumes (boed) 54,368 53,213 33,804 24,909  

Realised price (boe) 34.4 30.8 26.8 59.7  

Sales ($'000) 172,280 150,611 83,416 135,278  
Production cost (53,780) (80,559) (88,892) (93,839)  

SGA (33,476) (37,260) (20,534) (23,757)  

EBITDA 78,031 30,959 29,351 52,160  

Operating profit 49,912  19,512  9,102  38,513   

Profit before taxation 25,946  18,616  (14,079) 22,182   

Tax 0  (21,687) (7,550) (11,183)  

Profit after taxation 25,946  (3,071) (21,629) 10,999   

ANNUAL      
Income Statement 
($’000)* 

FY 2014A FY 2015A FY 2016F FY 2017F FY 2018F 

Oil production (boe/d) 21.7 22.0 31.2 32.9 35.0 
Gas production 
(MMscf/d) 

39.4 86.0 124.8 135.1 299.9 

Total (boed) 28.2 43.3 55.4 59.2 89.0 
Realised price (boe) 75.2 36.1 29.3 31.7 31.7 
Sales 775,019 570,477 593,541 684,861 1,030,417 
Production cost (315,590) (321,694) (319,971) (348,794) (490,176) 
SGA (151,569) (121,474) (96,438) (102,133) (102,835) 
EBITDA 353,161  200,908  284,724  348,543  607,055  
Operating profit 307,860 127,309 177,132 233,934 437,406  
Net finance cost (37,323) (70,786) (64,789) (47,350) (32,243) 
PBT 252,253 87,079 112,343 186,584 405,163  
Tax 0  (21,472) (57,292) (94,756) (213,349) 
PAT 252,253 65,607 55,051 91,828 191,814  

      

Balance Sheet ($‘000)* FY 2014A FY 2015A FY 2016F FY 2017F FY 2018F 
Assets FY 2014A FY 2015F FY 2016F FY 2017F FY 2018F 
Oil & gas properties 843,603 1,436,950 1,428,826 1,543,058 1,743,455 
 Stocks  54,416 82,468 55,171 60,141 84,519 
 Trade debtors   1,075,078 811,255 542,578 420,957 351,419 
 Cash  285,298 326,029 253,984 208,834 215,495 
 Total Assets 2,409,659 2,741,892 2,434,792 2,389,291   2,557,034  
Liabilities            
 Trade Creditors  389,103 375,033 297,958 343,800 517,269 
 Long Term Liabilities 589,378 899,615 679,680 552,853 389,120 
Total liabilities  1,000,548 1,328,815 999,705 918,720 928,457 
Shareholders' fund  1,409,111 1,413,077 1,435,086 1,470,570 1,628,577 
      

Key Ratios FY 2014A FY 2015A FY 2016F FY 2017F FY 2018F 
Profitability margins           
Gross margin 59.3% 43.6% 46.1% 49.1% 52.4% 
EBITDA margin 45.6% 35.2% 48.0% 50.9% 58.9% 
Operating margin 37.4% 27.7% 29.8% 34.2% 42.4% 
Net margin 32.5% 11.5% 9.3% 13.4% 18.6% 
Valuation multiples       
EV/BOED 41.4 26.3 21.1 19.8 13.1 
EV/EBITDA 3.5 5.1 4.1 3.4 1.9 
P/CF 5.1 1.4 6.5 2.9 1.9 
P/E 4.5 12.9 17.9 10.7 5.1 

SEPLAT - Summary of Results and Forecasts – US dollars ($) 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: ARM Research *unless otherwise stated 

 

 

 

 

 

 

QUARTERLY      
Income Statement 
(N’bln)* 

Q3 2015A Q4 2015A Q1 2016A Q2 2016F  
Volumes (boed) 54,368 53,213 34,175 52,122   

Average realised price 
(boe) 

34.4 30.8 26.8 31.3   

Sales  34,456 30,122 16,683 29,677   
Production cost (12,479) (16,112) (17,778) (16,827)   

SGA (6,695) (7,452) (4,107) (4,783)   

EBITDA 15,606  6,192  5,870 12,665    

Operating profit 9,982  3,902  1,820 8,575    

Profit before taxation 5,189  3,723  (2,816) 5,336    

Tax 0  (4,337) (1,510) (2,721)   

Profit after taxation 5,189  (614) (4,326) 2,615    

ANNUAL           
Income Statement 
(N’bln)  

FY 2014A FY 2015A FY 2016F FY 2017F FY 2018F 

Oil production (boed) 21.7 22.0 31.2 32.9 35.0 
Gas production (MMscfd) 39.4 86.0 124.8 135.1 299.9 
Total (boed) 28.2 43.3 55.4 59.2 89.0 
Average realised price 
(N'000/boe) 

15.0 7.2 5.9 6.3 6.3 

Sales 155,004  114,095  118,708  136,972  206,083  
Production cost (63,118) (64,339) (63,994) (69,759) (98,035) 
SGA (30,314) (24,295) (19,288) (20,427) (20,567) 
EBITDA 70,632  40,182  56,945  69,709  121,411  
Operating profit 61,572  25,462  35,426  46,787  87,481  
Net finance cost (7,465) (14,157) (12,958) (9,470) (6,449) 
PBT 50,451  17,416  22,469  37,317  81,033  
Tax 0  (4,294) (11,458) (18,951) (42,670) 
PAT 50,451  13,121  11,010  18,366  38,363  

            
Balance Sheet (N‘bln) FY 2014A FY 2015A FY 2016F FY 2017F FY 2018F 
Assets           
Oil & gas properties 168,721 287,390 285,765 308,612 348,691 
Stocks 10,883 16,494 11,034 12,028 16,904 
Trade debtors 215,016 162,251 108,516 84,191 70,284 
Cash  57,060 65,206 50,797 41,767 43,099 
Total Assets 481,932 548,378 486,958 477,858 511,407 
Liabilities           
Trade Creditors 77,821 75,007 59,592 68,760 103,454 
Interest bearing loans & 
borrowings 

117,876 179,923 135,936 110,571 77,824 

Total liabilities 200,110 265,763 199,941 183,744 185,691 
Shareholders' fund 281,822 282,615 287,017 294,114 325,715 
            
Key Ratios FY 2014A FY 2015A FY 2016F FY 2017F FY 2018F 
Profitability margins           
Gross margin 59.3% 43.6% 46.1% 49.1% 52.4% 
EBITDA margin 45.6% 35.2% 48.0% 50.9% 58.9% 
Operating margin 37.4% 27.7% 29.8% 34.2% 42.4% 
Net margin 32.5% 11.5% 9.3% 13.4% 18.6% 
Valuation multiples            
EV/BOED  8,276.5 4,745.5 3,952.3 2,627.8 2,662.8 
EV/EBITDA 3.5 5.1 4.1 3.4 1.9 
P/CF 5.1 1.4 6.5 2.9 1.9 
P/E 4.5 12.9 17.9 10.7 5.1 

SEPLAT - Summary of Results and Forecasts - Naira (N) 



 

 

 

 

 

ARM now employs a two-tier rating system which is based on systemic importance of the security under review and the deviation of our target price for 

the stock from current market price. We characterize systemic importance as a function of a stock’s ranking among the group of top 20 stocks by NSE 

market capitalization over a trailing 6 month period (minimum) to the review date. We adopt a 5 point rating system for this category of stocks and a 3 

point rating system for stocks outside this group. The choice of top 20 stocks arises from the consideration that this group of stocks constitutes >75% of 

overall market capitalization and stocks outside this group are generally less liquid and individually account for <<1% of market capitalization. For 

stocks in both categories, the basis for ratings subject to target price deviation is outlined below: 

 

TOP 20    NON-TOP 20   

Rating Deviation  Rating Deviation 

STRONG BUY >20%   BUY >20%  

OVERWEIGHT 10%  — 20 %  NEUTRAL 5%  —  20 % 

NEUTRAL 0%  —  10 %  SELL <5% 

UNDERWEIGHT -5%  —  0%    

SELL <-5%    

 

 

RECOMMENDATION KEY 

Rating Recommendation  

BUY Accumulate security to a substantial extent constrained only by portfolio diversification considerations 

OVERWEIGHT Accumulate security to an extent moderated by cognizance of its benchmark weight  

NEUTRAL 

Maintain status quo for security with respect to current holding—i.e. keep if already holding and don’t buy otherwise—subject to 

reasonable portfolio constraints 

UNDERWEIGHT Minimise exposure to security taking cognizance of its index weighting 

SELL Sell-off security completely from portfolio  
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