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Madalena Energy

Jan 9th  2014

Madalena Energy's Argentina production could
double from Sierras Blancas first well, says Mackie
Research

Madalena Energy's (CVE:MVN) (OTC:MDLNF) high rate Sierras Blancas well
in Argentina was missed by the market, Mackie Research analyst Bill Newman
reckons, with the well able to potentially double its production from the country. 
 
At the end of December, the junior oil and gas producer unlocked the potential
of the Sierras Blancas reservoir using horizontal technology. It announced the
results of the CAN.xr-2(h) horizontal well on the Coiron Amargo Block in
Argentina, in which it holds a 35% working interest.  
 
The well drilled a 530-metre horizontal leg into the Sierras Blancas light oil
reservoir, and through a 12 mm choke, the well naturally flowed at a maximum
rate of 1,791 barrels per day of 38 degree API oil, with 2.7 million cubic feet per
day of natural gas, for a total of 2,238 barrels of oil equivalent per day (boe/d).  
 
At a 12mm choke, Newman noted that the well flowed at a relatively high
pressure of about 1,304 psi, with no significant declines and no water,
indicating that "substantially higher" rates could be achieved by opening up the
choke. 
 
The well is the first horizontal well drilled into one of the six Sierras Blancas
light oil pools discovered so far at Coiron Amargo, providing a large inventory
of potential drilling locations. A second horizontal well is expected to spud this
month, once drilling operations are completed on a Vaca Muerta shale
delineation well in the southern portion of the block.  
 
The first well is expected to be placed on permanent production sometime in
February, wrote Mackie's Newman. "Assuming an initial gross production rate
of 1,000 boe/d (350 boe/d net), this one well could more than double Madalena
Energy's Argentina production," he said.  
 
"We believe the better than expected drilling result has not been fully
accounted for by the market and we expect significant stock price appreciation
in the event that the second horizontal Sierras Blancas well targeting a
separate structure achieves similar flow rates." 
 
The company's stock has risen almost 3% in the first few trading sessions of the year so far, after more than doubling in
2013.  
 
Newman also noted that he sees "substantial stock price appreciation" if Madalena completes the farmout of its
Curamhuele block in Argentina, or a transaction on one of its other blocks in the region. 
 
Madalena holds three blocks in the Nequen Basin of Argentina, stretching across 135,000 net acres at Coiron Amargo,
Curamhuele and Cortadera. Its blocks hold estimated contingent and prospective resources of 2.9 billion barrels. The
Canadian company is seeking joint venture partners for the assets, which of course would be helped by the increasing
number of oil majors spending big bucks in the region. 
 
The company is also waiting on results from its winter drilling program in Canada that is targeting the high rate Ostracod
horizontal wells, providing more near-term catalysts to its stock price. 
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The Mackie Research analyst reiterated his buy recommendation on Madalena and his $1.90 target price. The stock is
currently trading at 71 Canadian cents.  
  

Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors, private client brokers, fund managers and international investor communities.

     Contact us +44 (0)1202 770386 action@proactiveinvestors.com

No investment advice

Proactive Investors UK Limited, trading as "Proactiveinvestors United Kingdom", is authorised and regulated by the Financial Services Authority. Registered in
England with Company Registration number 05639690. Group VAT registration number 872070825 FSA Registration number 559082. You understand and
agree that no content published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment strategy is suitable
or advisable for any specific person. You further understand that none of the information providers or their affiliates will advise you personally concerning the
nature, potential, advisability, value or suitability of any particular security, portfolio of securities, transaction, investment strategy, or other matter.

You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including company related products,
and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that contributors
may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases where the position
is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and agree that at the
time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price and other data is
supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such calculations are
guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.

From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be selective, may
reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published information and
data may not be current and should not be relied upon.
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