
An investment by the Canada Pension Plan Investment Board
(CPPIB) in a non-public ‘junior’ oil company has run into
trouble since Laricina Energy Ltd has failed to meet the
performance conditions attached to its bonds. 

The CPPIB loaned Laricina $150 million on March 20, 2014
against notes yielding 11.5%, secured against the assets of the
company. The company estimates that it had cash, and cash
equivalents of approximately $178 million as of December 31,
2014.

The Canada Pension Plan has also invested $350 million in
equity of Laricina; it is the company’s largest shareholder.

Production 18% Below Target
Laricina is in the process of proving its tar sands reserves which
it intends to extract using steam injection techniques; its
estimated future production would have a present value of $6.2
billion.

The notes carry the condition that by the fourth quarter of
2014, average daily bitumen production from a pilot well at
Saleski and a demonstration well at Germain should be 1,255
barrels per day. 

In fact, production was approximately 18% below that target.
The company says that since both wells were at an early stage,
production shows ‘high variability’.

The shortfall means that the notes, which would have been
due on March 20, 2018, are in default and are currently due.

Laricina reports that it is ‘in discussions’ with CPPIB, and has
engaged financial advisors to examine its options.

‘Junior’ Oil Companies 
The development of early stage production companies, privately
held and privately financed, is common in Alberta’s oil patch.
When their reserves are proven, they are usually either ‘taken
public’ or sold to a larger operator.

Earlier, Matthew Saunders, Laricina’s economic analysis
team leader, together with Eugene Beaulieu of the University of
Calgary School of Public Policy had published an op-ed in the
Calgary Herald complaining about the federal government
policy limiting tar sands investments by foreign state-owned
enterprises (SOEs). They found that the policy was ‘in stark
contrast’ with the provisions of the Canada-China Foreign
Investment Protection Agreement, and claimed that ‘pure play
junior oilsands players (exclusively Canadian) have been
disproportionately affected by Ottawa’s policy’.

CPPIB Says, ‘Go Overseas’
Meanwhile, CPPIB chief executive Mark Wiseman told a
Toronto business audience on Monday, January 26 that
Canadian companies need to invest in Asia, India, and other
fast-growing regions of the world. He pointed out that
immigration had given Canada a multicultural and multilingual
population, and that this was an underutilized competitive
advantage as far as international trade was concerned. The
CPPIB, he said, now had 70% of its $235 billion in investments
outside of Canada. 0
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