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Drilling suspension?

When ltaly introduced a drilling ban in its coastal waters in August 2010 in response to
BP’s Macondo disaster, few expected that almost two years later it would still be in

place. After all, even the US ban in the Gulf of Mexico was lifted within one year.

However this looks set to change, with the Italian government passing a decree in

Analysts
June that could restart offshore activity, albeit with a 3% increase in royalty payments.
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The arbitrary and often unexpected nature of such rulings is a major headache for oil John Kidd +44 (0)20 3077 5700
companies trying to operate in frontier areas, as demonstrated most recently with French ~ C0lin McEnery +44 (0j20 3077 5731
lan McLelland +44 (0)20 3077 5756

authorities announcing that drilling offshore French Guyana was to be suspended amid
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concerns regarding environmental protection. The news came just days before approval

was expected for the drilling this summer of a follow-up well to the hugely successful o1 "
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2011 Zaedyus exploration well, which confirmed the presence of a fan play that mirrored v
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and so increase the chance of a spillage occurring in the first place.

Priorities change with exploration success

For institutional enquiries please contact:
Gareth Jones +44 (0)20 3077 5704

The wording of the French statement points towards another reason for the review. In institutional@edisoninvestmentresearch.co.uk
addition to the need to protect the environment, the French government wants to

“restore national sovereignty in terms of exploitation of its own resources”. In other

words, in common with other governments around the world, attractive terms are offered

to oil companies to enter a new exploration area; but once hydrocarbons are discovered

the pressure is on for the tax take to rise. And with no offshore tax royalty payments

currently in place in French Guyana, it looks likely that this will be increased as one of the

key outcomes of this new review.
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Exhibit 1: Best and worst performers

No.

1

o M 0N

No.

a b~ WO N =

No.

a b~ W N =

No.

a M WO N =

No.

A WO N =

Best performers

INDUS GAS LTD

PETROCELTIC INTERNATIONAL
MEDITERRANEAN OIL & GAS PLC
ENDEAVOUR INTERNATIONAL CORP
AMERISUR RESOURCES PLC

Best performers

AMERISUR RESOURCES PLC
NAUTICAL PETROLEUM PLC
MEDITERRANEAN OIL & GAS PLC
ENDEAVOUR INTERNATIONAL CORP
GASOL PLC

Best performers

FORUM ENERGY PLC

GASOL PLC

MEDITERRANEAN OIL & GAS PLC
IGAS ENERGY PLC

NAUTICAL PETROLEUM PLC

Best performers

FORUM ENERGY PLC

COVE ENERGY PLC
PROVIDENCE RESOURCES PLC
AMERISUR RESOURCES PLC
NAUTICAL PETROLEUM PLC

Best performers

FORUM ENERGY PLC

COVE ENERGY PLC
PROVIDENCE RESOURCES PLC
COASTAL ENERGY CO
FALKLAND OIL & GAS LTD

1 week

% change No.
17.0% 1
16.2% 2
145% 3
13.6% 4
95% 5

1 month

% change No.
70.4% 1
66.6% 2
61.4% 3
29.5% 4
26.0% 5

3 months

% change No.
95.7% 1
93.8% 2
57.8% 3
447% 4
437% 5

6 months

% change No.

158.5% 1

143.2% 2

142.8% 3

126.2% 4

83.3% 5
1 year

% change No.

214.9% 1

172.3% 2

93.6% 3

69.2% 4

53.2% 5

Worst performers
INDEPENDENT RESOURCES PLC
LOCHARD ENERGY GROUP PLC
FRONTERA RESOURCES CORP
BANKERS PETROLEUM LTD

BORDERS & SOUTHERN PETROLEUM

Worst performers
INDEPENDENT RESOURCES PLC
MAX PETROLEUM PLC

BANKERS PETROLEUM LTD
ASCENT RESOURCES PLC
URALS ENERGY PUBLIC CO LTD

Worst performers

MAX PETROLEUM PLC
INDEPENDENT RESOURCES PLC
BANKERS PETROLEUM LTD
PETRO MATAD LTD

PRESIDENT PETROLEUM CO PLC

Worst performers
INDEPENDENT RESOURCES PLC
BANKERS PETROLEUM LTD

MAX PETROLEUM PLC
PETRONEFT RESOURCES PLC
PETRO MATAD LTD

Worst performers

PETRO MATAD LTD

FRONTERA RESOURCES CORP
BOWLEVEN PLC

PETRONEFT RESOURCES PLC
BANKERS PETROLEUM LTD

% change
-28.4%
-24.0%
-15.2%
-14.0%
-13.5%

% change
-61.6%
-61.1%
-27.5%
-26.2%
-22.6%

% change
-68.5%
-67.7%
-64.1%
-63.7%
-53.3%

% change
-69.5%
-66.1%
-64.2%
-62.9%
-61.3%

% change
-91.4%
-84.3%
-82.3%
-78.7%
-78.6%

Source: Bloomberg
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Exhibit 2: EV/2P + 2C rankings

CADOGAN PETROLEUM PLC
EUROPA OIL & GAS HOLDINGS
HERITAGE OIL PLC

FORUM ENERGY PLC

BANKERS PETROLEUM LTD
INDEPENDENT RESOURCES PLC
LENI GAS & OIL PLC

URALS ENERGY PUBLIC CO LTD
IGAS ENERGY PLC

DEO PETROLEUM PLC
AURELIAN OIL & GAS PLC
GLOBAL ENERGY DEVELOPME-REGS
GULFSANDS PETROLEUM PLC
PETRONEFT RESOURCES PLC
BOWLEVEN PLC

VOLGA GAS PLC

EXILLON ENERGY PLC
NORTHERN PETROLEUM PLC
PETROCELTIC INTERNATIONAL
ASCENT RESOURCES PLC
MEDITERRANEAN OIL & GAS PLC
EGDON RESOURCES PLC
AMINEX PLC

XCITE ENERGY LTD

MAX PETROLEUM PLC
ROCKHOPPER EXPLORATION PLC
VICTORIA OIL & GAS PLC

AFREN PLC

DRAGON OIL PLC

JKXOIL & GAS PLC

HARDY OIL & GAS PLC
ZHAIKMUNAI LP

ENQUEST PLC

ROXI PETROLEUM PLC
NAUTICAL PETROLEUM PLC
ITHACA ENERGY INC

FAROE PETROLEUM PLC
PREMIER OIL PLC

CIRCLE OIL PLC

FORTUNE OIL PLC

PRESIDENT PETROLEUM CO PLC
VALIANT PETROLEUM PLC
INDUS GAS LTD

SOCO INTERNATIONAL PLC
LOCHARD ENERGY GROUP PLC
GREAT EASTERN ENERG-GDR REGS
SOUND OIL PLC

ENDEAVOUR INTERNATIONAL CORP
TULLOW OIL PLC

GREEN DRAGON GAS LTD
COASTAL ENERGY CO
MELROSE RESOURCES PLC
SERICA ENERGY PLC
PROVIDENCE RESOURCES PLC
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Source: Bloomberg, company releases, Edison Investment Research



4 | Edison Investment Research | Seismic reflections | 29 June 2012

EDISON INVESTMENT RESEARCH LIMITED

Edison Investment Research is a leading international investment research company. It has won industry recognition, with awards both in Europe and internationally. The team of 90
includes over 55 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, New York and Sydney and is authorised and regulated by the Financial Services Authority
(www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584).

DISCLAIMER

Copyright 2012 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).

Registered in England, number 4794244, Edison Investment Research is authorised and regulated by the Financial Services Authority.
www.edisoninvestmentresearch.co.uk
London +44 (0)20 3077 5700 New York +1 212 551 1118 Sydney +61 (0)2 9258 1162

Lincoln House, 296-302 High Holborn 380 Lexington Avenue, Suite 1724 Level 33, Australia Square, 264 George St,
London, WC1V 7JH, UK NY 10168, New York, US Sydney, NSW 2000, Australia



	Drilling suspension?

