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Yet another US shale mega-deal

BHP’s agreed acquisition of Petrohawk constitutes another very interesting
deal in the US shale arena. The deal involves BHP paying $12.1bn in cash
for Petrohawk, which is one of a string of mid-tier US oil and gas stocks
that have risen to prominence in recent years to develop the shale plays of
the US Mid-Continent and southern states. BHP will also be assuming
$3.0bn in net debt resulting in an enterprise value of $15.1bn. Petrohawk

has a very sizeable resource base of 35tcf (5.8bnboe) spread across three

plays: Eagle Ford (South Texas), Permian (West Texas) and Haynesville
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(Louisiana). These are all excellent addresses. The proven reserves are \an MoLelland +44 (0120 3077 5756
3.4tcf (667mmboe). Production is currently highly significant at Peter J Dupont +44 (0)20 3077 5741
950mmcfe/d or 158,000boe/d. Elaine Reynolds +44 (0)20 3077 5700
Krisztina Kovacs +44 (0)20 3077 5700
ACQUiSition pOintS to upside potentia| oilancjiis@edisoninvestmentresearch.co.uk
The key valuation parameters are as follows: price per 1P $27/barrel, price per 3P 120
$2.6/barrel. The valuation basis for Petrohawk represents a slight discount to T100 )
BHP’s earlier deal this year for some Chesapeake assets. Compared with § -
Marathon'’s recent $3.5bn acquisition of the Hilcorp assets in the Eagle Ford which
valued the prospective resources at $8/barrel, the Petrohawk terms appear to % o o o - T -
represent a significant discount. The price per net acre at $13,400 is also about half 3 (% E S ;ﬂ (2%
that of the Marathon-Hilcorp deal. Overall, we can probably say that BHP is paying Brent wrl
a full price for Petrohawk bearing in mind that the premium to the share price of late 500 lq.
is about 60%. BHP, however, like Exxon (XTO in 2009), Marathon and many others 450 Nﬁﬂﬁ
before it, clearly believes that there is huge development upside over the next few 400
years in shale oil and gas assets in the US. As BHP has noted, development risk in 350 ‘UN
the US shale plays is a lot less than in frontier deepwater zones, while exploration 300
risk is for practical purposes non-existent. Over the next few years, shale 2 2 2 - T =
development could well boost US oil production by more than 1.5mmb/d. 3 (% é E g §
Interestingly, Chesapeake recently suggested that the potential was 3mmb/d to — FTSESS00I& Gas
4mmby/d. This is perhaps the biggest story in oil and gas presently. gggg -
London exposure 5,000
The opportunities to play the US shale theme in the AlIM-based sector are limited. i:ggg
The two key ones are Nighthawk (Denver Basin) and Empyrean (Eagle Ford). An 3,500 fad
ASX-listed concern, Texon Petroleum also has an interesting position in the Eagle 3,000
Ford. For those seeking heavier duty exposure one answer is to buy a basket of US % % % % g %
mid-tier and large independent plays. R AIMZOiI & (;as ind§ex =
For institutional enquiries please contact:
Andrew Chesny +44 (0)20 3077 5746

Note: We are publishing today a surmmary Seisrmic Reflections in response to
BHP’s announcement on its merger with Petrohawk. Gareth Jones +44 (0)20 3077 5704

institutional@edisoninvestmentresearch.co.uk



2 | Edison Investment Research | Seismic reflections | 15 July 2011

EDISON INVESTMENT RESEARCH LIMITED

Edison Investment Research is Europe’s leading investment research company. It has won industry recognition, with awards in both the UK and internationally. The team of more
than 70 includes over 40 analysts supported by a department of supervisory analysts, editors and assistants. Edison writes on more than 350 companies across every sector and
works directly with corporates, fund managers, investment banks, brokers and other advisers. Edison’s research is read by institutional investors, alternative funds and wealth
managers in more than 100 countries. Edison, founded in 2003, has offices in London and Sydney and is authorised and regulated by the Financial Services Authority
(www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584).

DISCLAIMER

Copyright 2011 Edison Investment Research Limited. All rights reserved. This report has been prepared and issued by Edison Investment Research Limited for publication in the
United Kingdom. All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee
the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of Edison Investment Research Limited at the time of
publication. The research in this document is intended for professional advisers in the United Kingdom for use in their roles as advisers. It is not intended for retail investors. This is
not a solicitation or inducement to buy, sell, subscribe, or underwrite securities or units. This document is provided for information purposes only and should not be construed as an
offer or solicitation for investment. A marketing communication under FSA Rules, this document has not been prepared in accordance with the legal requirements designed to
promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison Investment Research
Limited has a restrictive policy relating to personal dealing. Edison Investment Research Limited is authorised and regulated by the Financial Services Authority for the conduct of
investment business. The company does not hold any positions in the securities mentioned in this report. However, its directors, officers, employees and contractors may have a
position in any or related securities mentioned in this report. Edison Investment Research Limited or its affiliates may perform services or solicit business from any of the companies
mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large and sudden swings. In addition it may be difficult or not
possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessarily a guide to future performance. This
communication is intended for professional clients as defined in the FSA’s Conduct of Business rules (COBs 3.5).

Edison Investment Research

Lincoln House, 296-302 High Holborn, London, WC1V 7JH = tel: +44 (0)20 3077 5700 = fax: +44 (0)20 3077 5750 = www.edisoninvestmentresearch.co.uk
Registered in England, number 4794244. Edison Investment Research is authorised and regulated by the Financial Services Authority.



	Yet another US shale mega-deal

